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Inflexion point?

We are probably at an inflection point where the debate will no longer focus on inflation, but rather on growth.
Over the past year, market attention has focused primarily on the inflation outlook. The polemics fade before the
evidence: high inflation, sustained pressures and Central Banks who dig the hatchet to fight the problem. So this
debate is running out of steam.

There is a good chance that the market, so often monomaniac, is changing its obsession and focusing on the
issue of growth. The uncertainty associated with the outlook is very high. For now, the results season, as well as
the leading macroeconomic indicators, show a surprising resilience. But the accumulation of shocks raises fears
of a sudden loss of speed.

The Central Banks say have as a priority the fight against inflation. But how far are they willing to slow down the
economy or risk a financial shock? The Fed's famous «put>> disappeared, but until when? The end of the ECB's
QE restores a degree of freedom to peripheral spreads, which brings back old fears of the sustainability of public
finances. But where is the ECB's pain threshold? This is yet another uncertainty on the growth trajectory.

A very difficult environment for risky assets in the near future. The policy mix put in place during the Covid crisis
was of unprecedented magnitude. If these policies were fully justified and welcome, standardization was
inevitable. We are in the middle of this process. Risk premiums are increasing again, but according to our
models, this is so far more a return to normal than an overage. But the lack of visibility should lead to an
extension of this trend, even though rising rates do not allow a bond portfolio to play its usual role of
diversification.

To be more constructive on risky assets, we will probably have to wait for the “pivot”, that is to say when the
Central Banks will tell us that they have reached their pain point and are stepping aside from the monetary
tightening. In the meantime, be careful.
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THREE THEMES FOR THE MARKETS

¢) crowTH

While economic data hold for the
time being, the difficulties are
mounting and suggest a marked
slowdown.

A recession is becoming more and
more likely.

This dynamic should become the
main preoccupation of the
markets in the coming months.

€) MoNETARYPOLICY ) INFLATION

Central banks are unusually
univocal: they are concerned,
above all, about inflation.

But until when can they ignore
market corrections and especially
the risks associated with growth?

The question is when the Central
Banks will ease the pace of their
tightening.

2022 expectations

Growth (yearly average)
Bloomberg Consensus Ostrum

Forecast

World
USA
Euro Area
UK
NETET)
China
Source : Bloomberg & Ostrum

3 month Gap to

Forecast Forecast

change consensus

Signs of persistence are
accumulating, and more and more
sectors are affected.

The impact on the real disposable
income of households is being felt,
as are pressures on the margins
of businesses, especially SMEs.

For markets, this also contributes
significantly to increasing nominal
volatility.

Inflation (CPI)

Bloomberg Consensus Ostrum
3 month Gap to

Forecast

change consensus
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KEY MACROECONOMIC SIGNPOSTS

e The macroeconomy remains robust in terms of business surveys. That's what the first graph shows. In the Eurozone, Asia excluding China and the US, the
indices are higher than the 50 separator. The components of these synthetic indices are also positive.

e Theonly really negative indicator is China’s because of the lockdown. In view of the tensions between the Shanghai authorities and the central government,
it is likely that the Chinese economy will remain under tension until October at the Chinese PC conference which must validate the re-election of Jin Ping.

e Jobindicators are also reassuring. American employment has returned to its pre-pandemic level in April. In Europe, employment in the Eurozone, France

and Germany is well above pre-pandemic levels. Only the British situation is worrying since employment has been flat since autumn 2021.
e Onthe other hand, if we look at the macroeconomy through the perception of households, then there is a real risk of recession.

e Falling purchasing power and geopolitical uncertainty have pushed confidence indicators down with concerns about employment and geopolitics.
e The gap with consumption indicators is very large and if the crisis and worries then household spending will adjust downward. This is generating recession.

[Markit Survey - Composite Indices for the whole economy [Employment!evel momentum
102.50

= = Eurozone @55.8 ———USA @56 == == China @37.3 =s==World @51 Asia ex China @53.2

100.00

97.50

95.00

92.50

USA (Apr. 2022)
2000 oo s UK (Jan.22)

== Germany (March 22)
20.0

87.50 e EUrozone (Q4 2021
Improvement when the index is above 50 ¢ )

97.5

95

925

80

87.5

|EuroArea - Consumer Confience Index and retail sales|

B8.00

2005 - APril 2022 (Confidence), March 2022 (Sales)

6.00
==Sales (YoY change) ====Confidence Index (in point of standard deviation) RHS

- Ry
“n ¥,

-4.00

-6.00

3.00

2.00

1.00

-2.00

January 2019 - April 2022 100in 2019 = = France - Private Payroll Employment (Q1 2022) 500 200
100 500 in o E - .
Jan-19  May-19  Sep-19  Jan-20 May-20  Sep-20  Jan-21  May-21  Sep-21  Jan-22 May-22 Jan-19  Apr-19  Juk19  Oct18 Jan-20 Apr-20 Jul20 Oct20 Jan-21 Apr-21  Jul-21 Oct21 Jan-22  Apr-22 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
" Sources: Datastream; Ostrum AM; ostrum philippewaechter.com
Sources: Markit - Ostrum AM; ostrum.philippewaechter.com Sources. ; Ostrum AM; ostrum com
Q St r U I I l The analyses and opinions mentioned represent the point of view of the author{s] referenced. This material is intended for professional clients only

ASSET MANAGEMENT They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual value.

13/05/2022




KEY MACROECONOMIC SIGNPOSTS °

e Inflation indicators continue to deteriorate.
e The Markit surveys for the Eurozone and ISM in the US do not show a downward reversal in inflation over the coming months.
e Pressures from raw materials and transportation costs continue to push inflation rates to high levels.

* Inthe US, in the Eurozone, we can see that the underlying indicators continue to grow rapidly. This reflects the contagion of these costs to business
operating accounts. Businesses adjust their prices to maintain their margins.

e Thisis a major incentive for central banks to get tough. Monetary policies will be restrictive to constrain economies and influence price dynamics.

e Onthe other hand, energy prices remain high and the contribution of energy to the inflation rate is strong and will continue to be strong in the coming
months.

e The other major point is the rise in food prices and contributions to the rate of inflation, which are now well above 1% in the Euro zone and the United States.
This phenomenon is not going to be resolved quickly because heat waves, in India for example, will not make it possible to loosen the supply constraint on
cereals. This will put upward pressure on the prices of Western countries accentuating the decline in purchasing power.
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and the energy contribution to the US inflation rate
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BUDGETARY POLICY 6

Governments Of DGVEIOpEd COU ntrieS Clnd the |mpGCt Of Ukrdine |UniIedStates:Budgetbalance- Cumulau’veover12monzhs(bﬂlionsofdoﬂars)|
) UNITED STATES: MAJOR FISCAL TIGHTENING ~—————— N\~
While the $13.7 billion aid envelope for Ukraine was almost exhausted, Joe Biden 1000 \ £ ™,
asked Congress for an additional $33 billion. The House of Representatives went 1500 \
further by voting for an additional $40 billion in aid for the supply of weapons, 2000
economic support, humanitarian and food aid. This comes at a time when the budget 250
deficit has fallen by $1.57 trillion over the current fiscal year. High growth has resulted 000
in higher tax revenues and public spending has slowed following the end of support 0
measures to address the Covid crisis. The structural deficit, according to the OECD, o0
will fall from 8.8% of GDP in 2021 to 4.7% this year, which would represent an gy T o

1080 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016 2019 2022
Sources : Datastream, Ostrum AM

unprecedented fiscal tightening.

‘ EU: UKRAINE WEAKENS PUBLIC FINANCES

The reduction in government deficits and debts expected this year, with the rebound
in growth and the end of measures to address Covid, will be less significant than
expected, due to the consequences of the war in Ukraine. It affects tax revenues 700

Proportion of countries havingannouncedat least one measure sincethe
beginning of 2022 to counterrising energy andfood prices(in %)

mDeveloped countries mEmerging countnes

through lower growth and generates additional spending as a result of government 60.0
actions to reduce the impact of the sharp rise in energy prices on households. The EU 500
wants to reduce its heavy reliance on Russian energy well before 2030. In order to 100
achieve this, the European Commission is drawing up a plan of €195 billion over five '
years. 0
200
‘ CHINA PROMISES TO SUPPORT THE ECONOMY 00 I N
The government promised to increase support for the economy to meet its growth 00 -

Spending measures of which cash transfer Tax measures Other measures

target of 5.5% this year. Few details were provided, but the statements suggest a

) . . . . Sources - IMF, Ostrum AM
significant increase in infrastructure spending.
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MONETARY POLICY 7

Rate hikes to contain inflation expectations
() THEFED RAISES ITS RATES QUICKLY

| Market Fed Funds expectations

With “far too high” inflation and an “extremely tight” labour market, the Fed raised its 3:50

rates by 50 basis points on May to [0.75%-1%]. It also announced a “significant” 3.00 —Implicit ate, Dec-2022 contract

reduction in its balance sheet effective June 1. This will be done at the rate of 47.5 pso T meltre DecOmcontract

billion dollars per month over the first three months, then at 95 billion dollars per 2.00

month thereafter. At the press conference, Powell said that rate hikes of 50 basis 150

points could be adopted in June and July, if the economy progressed as expected. He 1.00

ruled out a 75 bps rate hike. We expect Fed Funds to hit 2.0% at year-end. 050

) ECB:TOWARDS ARATE HIKE IN JULY U e T e e

In view of the strong acceleration of inflation and the need to contain inflation Sources : Bloomberg, Ostrum AM
expectations, the ECB should announce at the meeting on 2 June the end of its asset
purchase program (APP] at the end of June and prepare the markets for an imminent
increase in key interest rates. This should take place as soon as the July 21 meeting

Euroarea: Longterm inflation expectations - Survey of professional forecasters

and will be followed by a second one, probably in September. The rate of deposit in % o of respondents

negative territory is no longer appropriate: it should return to 0% by the end of the 30 Sharp rise i the sharsof
orecasters expeciing

geo r. 2 —02 2022 :‘l:]:\f:,?h:%%;':.gzz,target

) RISKSITUATION IN EMERGING MARKETS 5 o

The divergence in monetary policy between China and developed countries is 15 aese =\

increasing. It reiterated its desire to support small businesses, sectors and 10 !

households affected by the Covid-19 crisis. In addition, the situation is becoming more . =

risky in emerging countries. The sharp rise in US rates and the acceleration of inflation fation expectations

could lead them to raise their rates, in order to preserve their financial stability at the P s 14 15 16 17 18 13 20 21 22 23

risk of weighing more heavily on their economuy. Sources : ECB, Ostrum Al

The analyses and opinions mentioned represent the point of view of the author(s] referenced.
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STRATEGIC VIEWS 8

Very challenging in the short term

Synthetic market views: when everything goes wrong at the same time

In the short term, upward pressure on rates is expected to continue, while at the same time risk
premiums continue to tighten. The expected profitability is therefore negative, both for risk-free
assets and for risky assets. A situation unprecedented since the beginning of the century and

which constitutes a major problem for recipients.
Central Bank uncertainty, economic slowdown and aggressiveness are not expected to reverse
over the next month and are therefore expected to maintain markets on a recent trend.

Allocation recommendations: Bell shaped trajectory

We remain underweight on nominal rates as all the conditions are present in the short term for
the trend to continue with a neutral position on inflation. We remain underweight on credit, with
HY in particular expected to suffer. Finally, on equities, if we remain confident in the medium
term, a downturn is possible in the shorter term.

Looking ahead to the end of the year, however, the economic slowdown, or excessive adjustment
of risky assets, should push Central Banks to be more cautious and lower long-term rates. A bell
profile, therefore, where long rates have probably already made a large part of their upward
adjustment.

: SESE HAGIEMIENTI The analyses and opinions mentioned represent the point of view of the author{s] referenced. This material is intended for professional clients only
They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual value.
13/05/2022



STRATEGIC VIEWS - ASSET CLASSES -1/2

G4 rates

o

The Fed will raise its rates in steps of 50 bp over the
next FOMCs and will start reducing its balance sheet
in June. High inflation still argues for a short bias in
Treasuries, despite weakness in equities.

©

Given the high inflation, a consensus is emerging within
the ECB for a rate hike in July immediately after the
end of QE. A short duration stance is recommended on
the Bund.

©

The BoE is tightening its policy at the cost of a probable
recession in 2023. The QT will start at the end of Q3,
which will exert upward pressure on yields. In Japan, the
firm hand of the BodJ is capping 10-year uields at 0.25%.

Other sovereigns

oy

All peripheral spreads are under pressure. The
slowdown and the expected end of QE contribute to
spread widening. The market is also testing the ECB's
willingness to intervene to limit asymmetric risks.

©

Neutrality, on the other hand, prevails in core sovereign
countries. The outcome of the French elections allowed
for stabilization in OAT spreads around 50bp. Core
countries are relatively cheap against swap and Bunds.

©

Monetary tightening argues for a reduction in duration
positioning in the G710 universe. The short bias is larger in
Canadian and Swedish markets.

Inflation

o1

Inflation (8.3% in April) remains very high in the United
States, but the strength of the dollar and monetary
tightening could weigh on inflation breakevens. We

maintain neutrality.

©

In the euro areaq, inflation remained at an historic high of
7.5% in April. The ECB is concerned about inflation.
Demand for index-linked securities has fallen given the
weakness in risky asset markets. We are neutral on the
European breakeven points.

©

In the UK, inflation is expected to reach 10% in the short

term. Further tightening will aim to raise real rates. The

view is more constructive on Japanese inflation due to
the weak yen.

Ostrum
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Source: Ostrum. The analyses and opinions mentioned represent the point of view of the author(s) referenced.
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STRATEGIC VIEWS - ASSET CLASSES - 2/2

Credit

o

IG spreads under pressure with the rise in risk-
free rates. The termination of the APP soon and
credit fund outflows are deteriorating liquidity on

the secondary market.

©

The primary market reopened with higher new issue
premiums. Risk aversion overshadows cheaper
valuations, which is particularly detrimental to the high-
beta segments.

©

Sentiment deteriorated in high yield space, despite a
default rate at rock bottom. Low primary issuance
activity did not prevent spreads from widening,
amplified by hedging flows.

Stock market

©

The economic context is generally unfavorable to
equities, but Q1 publications are better than expected
and 2022 EPS are revised upwards. The risk of profit

warnings is significant.

©

PE contraction accelerated to just 12.2x now. On the
other hand, the potential for shareholder payouts
remains high (the dividend yield stands at 3.4% for
2022), thanks to healthy balance sheets.

©

High volatility continue to fuel outflows from European
equity funds. Low volumes highlight investor caution. We
forecast Euro Stoxx 50 at 3650 on a 1-month horizon.

10

©

The EMBIGD spread should move in a range of 430-
480 bps. We remain cautious, despite improving
valuation levels.

©

Flows remain unfavorable to the asset class and
market liquidity is low. Competition from higher risk-
free rates in the United States works against
emerging debt.

©

Countries in difficulty due to the consequences of
the war in Ukraine are supported by the IMF and
the WB, so that credit metrics are holding up.

Ostrum
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Source: Ostrum. The analyses and opinions mentioned represent the point of view of the author(s) referenced.
They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual value.

This material is intended for professional clients only



MARKET VIEWS

Sovereigns
USA

UK

Japan
Euro Area
Germany
France
ltaly
Spain

Portugal

ASSET MANAGEMENT

12-May-22

Fed Funds 1.00
10-year 2.85
10-year 1.66
10-year 0.25
BCE, deposit -0.50
2-year 0.05
10-year 0.84
30-year 1.02
10-year 1.36

Spread 52
10-year 2.71

Spread 187
10-year 1.88

Spread 104
10-year 1.93

Spread 109

The analyses and opinions mentioned represent the point of view of the author(s] referenced.

Forecast

1.50
3.25
2.10
0.27
-0.50

1.25

1.85
60

225
2.45
120
2.45
120

2.00
2.25

0.00

0.50

1.00
50
2.30
180
1.45
95
1.35
85

Forecast
12-May-22 Jun-22 Dec-22

Credit / Spreads
Euro Inflation Swap 10-ans 2.58 2.5/2.8 2.50
Libor OAS Spreads

IG 88 91 85-90

HY 423 412 405-415
EMBI Spread 475 430-480 400-425
EUR/USD 1.04 1.035/1.05 1.15
S&P 500 3930
Euro Stoxx 3613 3650 3900
FTSE 100 7233
Brent Oil Prices 108.38 100 80
Gold 1822 1900 1900
VIX 31.77 20/35

They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual value.
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management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from
the jurisdictions in which they are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. It is the
responsibility of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the relevant
national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or an
offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment
carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as
of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as
may be forecasted in this material. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect those of Natixis
Investment Managers. Past performance information presented is not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the
accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.
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