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UPDATE ON THE SUBORDINATED DEBT MARKET

We outlined some quick thoughts on subordinated debt in early March following Santander’s
announcement that it would extend and not call its contingent convertible additional tier one bond
(CoCo AT1 bond), which was due to be called in March.

The CoCo/AT1 secondary market remained resilient, with no downward pricing pressure, and
similarly, there was no impact on the primary market either.

This specific event is a good reminder that calls for coco AT1 bonds must be assessed on an issuer-
by-issuer basis, and it is worth remembering that all issuers have since met their call obligations.

1-year price trends for Santander’s Coco AT1 5.481% bond
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Source: Ostrum AM, Bloomberg. Data at 09/18/2019. Figures mentioned refer to previous years. Past performance does not guarantee
future results. The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the
date shown and are subject to change. No information contained in this document may be interpreted as being contractual in any way.

Since this event, the CoCo AT1 bond market has taken advantage of the decrease in credit spreads
over recent months, as well as strong carry:
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Comparison between Coco AT1 bonds and other asset classes
Cumulative performances over a year
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Source: Ostrum AM, Bloomberg. Data at 09/10/2019. Figures mentioned refer to previous years. Past performance
does not guarantee future results. The analyses and opinions referenced herein represent the subjective views of
the author(s) as referenced, are as of the date shown and are subject to change. No information contained in this
document may be interpreted as being contractual in any way.

The asset class’ various segments have continued to perform well since the start of the year:

Name YID 1M 3M 6M 1Y 3y
Euro IG Credit - Barclays 6,65% -0,11% 0,91% 3,11% 6,27% 7,08%
Euro HY Credit - BofaML 8,49% -0,76% 0,25% 2,2% 4,86% 13,29%
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Euro Non-Financial Sub Debt - |4 gco/l 0 08% 1,36% 5,06% 8,08% 16,71%
BofaML
Euro Financial Sub Debt & LT2 - | o 50/ | o 1500 122% 4,2% 8,13% 14,79%
BofaML
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BofaML
Global CoCo AT1 - Euro Hedged - o o o o o o
pl 11,76%) 0,34% 1,39% 4,57% 8,92% 22,33%

Eurozone Convertible Bonds 6,73% -0,63% 0,91% 2,34% 1,87% 10%

Euro Stoxx 50 NR 17,94% -1,24% -1,18% 2,86% 8,59% 23,1%

Source: Ostrum AM, Bloomberg, Bofa ML, Exane. Data at 09/10/2019. Figures mentioned refer to previous years.
Past performance does not guarantee future results. The analyses and opinions referenced herein represent the
subjective views of the author(s) as referenced, are as of the date shown and are subject to change. No information
contained in this document may be interpreted as being contractual in any way.
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THREE MAJOR SUBORDINATED DEBT THEMES

I.  Contingent Convertible Additional Tier 1 (Coco AT1) bonds boast positive technical
factors

The situation has changed on the financial subordinated debt market: after seeking to meet their
financial ratio targets required by regulation (Basel Ill) for several years, most of the main European
banks have now achieved this goal.

Banks therefore no longer need fresh subordinated debt issues, unless they are simply renewing the
stock already issued, and this is particularly true for AT1. The AT1 market developed in 2014, and
grew to reach a hefty €200bn by end-August 2019.

the Coco AT1 bond market: A fast expansion
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Source: Ostrum AM, Bloomberg, Bofa ML. Data at 09/10/2019. Figures mentioned refer to previous years. Past
performance does not guarantee future results. The analyses and opinions referenced herein represent the
subjective views of the author(s) as referenced, are as of the date shown and are subject to change. No information
contained in this document may be interpreted as being contractual in any way.

Coco AT1 bonds were extremely successful with banks as they provide a substantial capital influx
while not diluting, unlike stocks.

We think that growth in this figure should slow and stabilize over the months ahead, unless new
smaller banking players appear on the market. This should act as a positive technical factor for
subordinated debt, and particularly for AT1 as issues are set to remain limited on the one hand, while
investors continue to hunt down yield in today’s negative interest rate environment on the other hand.

[I. Corporate hybrid bonds — a high-quality market

Here at Ostrum AM, we feel that the hybrid bond market is still particularly attractive for three
reasons:

e The market is still dominated by investment grade companies with solid fundamentals such

as Engie, Volkswagen, Telefonica and even CK Hutchison. So investors can lock in additional
yield resulting from the bonds’ subordinated status while maintaining the same issuer risk.
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e Hybrid debt remains a vital source of long-term refinancing, as it provides increased leverage
capacity and distinctive tax advantages to companies. Ratings agencies see the asset as
half debt/half capital and it has no dilutive impact, unlike stocks. The advantage for
investors is that issuers have an incentive to call their hybrid bonds right from the first
call date. When the bond is not called after five years, these tax advantages may disappear,
and the hybrid bond is booked as 100% debt on the company’s balance sheet.

e The ECB’s renewed investment grade corporate sector purchase program (CSPP) along with
the negative interest rate environment — even on the credit market — should attract investors
on the hunt for yield.

We are also keeping a close eye on a new trend on this market — the issue of hybrid corporate green
bonds. Ostrum AM remains a leading investor in this segment with almost €20 million invested in
issuers such as Engie (electricity supply, France), Iberdrola (electricity supply, Spain), Tennet
(electricity transmission, Netherlands), or even Orsted (energy generation and supply, Denmark). In
our view, this is an attractive opportunity to support the development of responsible investment, while
continuing to safeguard yield.

lll.  Taking positions on market declines

Market sentiment has a considerable effect on the subordinated debt market, and particularly AT1
bonds, which are the most volatile subordinated debt segment. We believe that corrections can be
real opportunities to take positions on this type of bond, as the issuers have a solid profile in
terms of both fundamentals and technical factors.

OSTRUM AM'S OUTLOOK FOR THE ASSET CLASS

We maintain our positive view of the asset class, despite tighter valuations, and we pay particular
attention to the surge in geopolitical risks — i.e. US-China, US/UK-Iran, Brexit — which have been
the main volatility drivers over the past several months.

The main central banks’ stance has eased over recent months, with the Fed cutting its key rate
— or Fed Funds — in early August 2019, while the European Central Bank seems to be ready to
do anything it takes to shore up economic activity in the event of a slowdown, particularly with
the latest round of measures announced.

However, the current low interest rate environment carries its fair share of risks for the banking
sector, and the main question in the sector for the years ahead is set to be banks’ profitability.
Against this backdrop, the portfolio management team will focus on issuers that can find ways to
tackle this situation by developing diversifying businesses for example, or taking consolidation
measures or even adopting digital transformation and/or cost-cutting policies.

In our view, the asset class still offers an attractive risk premium i.e. subordination, liquidity,
extension — and this is particularly true of Coco AT1 bonds — if we take positions on financial and
non-financial issuers with solid fundamentals and an investment grade credit rating.

In light of yields on the euro fixed-income market, subordinated debt can help investors in their
search for yield, while enabling them to continue targeting investment grade issuers.
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Yield to worst trends
(at 10/09/2019)
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Source: Ostrum AM, Bloomberg, BOA Merrill. Data at October 9, 2019. Figures mentioned refer to previous
years. Past performance does not guarantee future results. Source: Bloomberg. Indices: Bofa Coco index /
Bofa Hybrid High Yield index / Bofa Hybrid Investment Grade index / Bofa Euro government index / Bofa
Euro Corporate index / Bofa Euro High Yield index. The analyses and opinions referenced herein represent
the subjective views of the author(s) as referenced, are as of the date shown and are subject to change. No
information contained in this document may be interpreted as being contractual in any way.

OSTRUM AM’'S KEY ADVANTAGES IN SUBORDINATED
DEBT

Ostrum AM manages close to €2.5 billion in subordinated debt, excluding insurance, via a full range of
strategies i.e. subordinated debt, investment grade credit, high yield and crossover, and aggregate/flexible.

The company has a team of credit portfolio managers specialized on the asset class, and also boasts a credit

research team with 26 credit analysts who cover the full subordinated debt market spectrum for both financial
and non-financial issuers.

Encours gestion en dette subordonnée - en
millions d'euros

2000 1884
1800 1736
1600
1400
1200
1000
800 576
600
400 148
200 g
0 |
Hybrides Subordonnées Financiére - AT1  Financiére - Autres (fin. et
Corporates financiéres CoCo Tierl, Tier2, etc. non fin.)
(non-financiére) (Total)

Source: Ostrum AM. Data at 07/31/2019. Figures mentioned refer to previous years. Past performance
does not guarantee future results. The analyses and opinions referenced herein represent the
subjective views of the author(s) as referenced, are as of the date shown and are subject to change.
No information contained in this document may be interpreted as being contractual in any way.
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LEGAL INFORMATION

Ostrum Asset Management

43, avenue Pierre Mendes-France - CS 41432 - 75648 Paris cedex 13 France — Phone: +33 1 78 40 80 00

Limited company with a share capital of 27 772 359 euros — Trade register n°525 192 753 Paris — VAT: FR 93 525 192 753
Register office: 43, avenue Pierre Mendés France - 75013 Paris - www.ostrum.com

This material is for information purposes only, is strictly confidential, and is destined for professional client in accordance with MIFID. This
document may not be used for a purpose other than the one for which it was conceived and may not be reproduced, distributed or
published, in whole or in part, without the prior approval of Ostrum Asset Management.

The description of the investment management processes therein, valid on the day of the response to the consultation, does not constitute
a commitment on the part of Ostrum Asset Management. Ostrum Asset Management retains the right to modify the above mentioned
processes notably to adapt to market evolutions and to the applicable law without notice, and in particular anything relating to the
description of the investment process and guidelines, which under no circumstances constitutes a commitment from Ostrum Asset
Management. Ostrum Asset Management will not be held liable for any decision taken or not taken on the basis of the information in this
document, nor for any use that a third party might make of the information. Figures mentioned refer to previous years. Past performance
does not guarantee future results. Reference to a ranking and/or a price does not indicate the future performance of the portfolio or the
portfolio manager. The fund(s) mentioned in this document has(ve) received the approval of the Autorité des Marchés Financiers (AMF)
) and /or the approval of the Luxembourg Commission de Surveillance du Secteur Financier (CSSF) and has(ve) received autorisation to
be marketed in France and possibly in other countries where its sale is not contrary to local legislation. Information related to these funds
are provided for illustration purpose only as requested by the tender. Information related to UCITS quoted in this document does not
replace those indicated in the legal documentation such as the prospectus or the KIID. The characteristics, the risk and reward profile and
charges related to investment in a fund are described in the fund’s KIID. The KIID, the annual and interim reports are available on request
from Ostrum AM.

Any and all information contained in this material has no contractual nature. The relations between the parties would be regulated by the
contract that might be signed by both of them. This material contains only indicative information and is subject to change at any time
without notice.

Any investment can be a source of financial risk and before investing, investors should consider the investment objectives, risks and
expenses of any strategy or product carefully, and according to their financial requirements and objectives. Investors must also be very
specific and express to Ostrum Asset Management, their financial requirement and objectives and mention their fore planned evolution in
the future.

The contents of this document are issued from sources which Ostrum Asset Management believes to be reliable. However, Ostrum Asset
Management does not guarantee the accuracy, adequacy or completeness of information obtained from external sources included in this
material.

Ostrum Asset Management, its affiliates, employees or officers shall not be held responsible for any action taken or not taken as a result
of any information contained in this material or for the use of any information contained in this material by its beneficiary or any third party.
Under Ostrum Asset Management'’s social responsibility policy, and in accordance with the treaties signed by the French government, the
funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks anti-personnel
mines and cluster bombs.

In the case of funds that qualify for special tax status, we remind potential investors that the special tax conditions depend on the individual
situation of each customer and that such conditions may be subject to future modification. Non contractual document.

Non contractual document, written by Ostrum Asset Management on September 2019.
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ADDITIONAL NOTES ¥ NATIXIS

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or
Institutional Investors and, when required by local regulation, only at their written request. This material must not be used with Retail
Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below.
Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du
Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment
Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. ltaly: Natixis Investment Managers S.A.,
Succursale ltaliana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1,
20122 Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541).
Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment
Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden:
Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered
office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano n°90, 6th Floor,
28006, Madrid, Spain.

In France: Provided by Natixis Investment Managers International — a portfolio management company authorized by the Autorité des
Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendeés France, 75013
Paris.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux Colleége 10,
1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zurich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct
Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When
permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material
is intended to be communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is
intended to be communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated
to and/or directed at only financial services providers which hold a license from the Guernsey Financial Services Commission; in Jersey:
this material is intended to be communicated to and/or directed at professional investors only; in the Isle of Man: this material is intended
to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services
Authority or insurers authorised under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated
by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and
understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined
by the DFSA. No other Person should act upon this material. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box
118257, DIFC, Dubai, United Arab Emirates.

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial
Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary asset management business and investment
advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo.
In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5,
Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2018 FSC SICE No. 024, Tel. +886 2 8789 2788.
In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional
investors for informational purposes only. Natixis Investment Managers Singapore is a division of Ostrum Asset Management Asia
Limited (company registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 5 Shenton Way, #22-05
UIC Building, Singapore 068808.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended
for the general information of financial advisers and wholesale clients only.

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute
financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to
New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment
Managers Australia Pty Limited is not a registered financial service provider in New Zealand.

In Latin America: Provided by Natixis Investment Managers S.A.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by
the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a
fund qualifies as a private placement pursuant to section 2 of Uruguayan law 18,627.

In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representacion (Colombia) to professional clients for
informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are
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rendered exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is addressed to less than
100 specifically identified investors.

In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an
investment manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comision
Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein that
require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema
Internacional de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy
of this information has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under the laws of France
and is not authorized by or registered with the CNBV or any other Mexican authority. Any reference contained herein to “Investment
Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not authorized
by or registered with the CNBV or any other Mexican authority.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up
of specialised investment 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. 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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