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Covid 19:

Impact on aviation market

The air transport market is one of the sectors most affected by the Covid-19 health crisis.

There have been shutdowns on a global scale. India, China, France, Italy, New Zealand, Poland, South Africa or the
UK, amongst others, have implemented the world's largest and most restrictive mass quarantines. Some countries have
closed their boarders and others have locked down entire regions or cities.

Passenger air transport is both a local and global market and all compenents are affected.
Graph 1 illustrates both the domestic and international market impacts in the Chinese market.
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in airline revenues. According to
IATA, airlines will burn through
$61bn of cash during the 2" quarter
(including $35bn in tickets due to be
refunded). As airlines usually have
only two months of cash on their
balance sheets, the outbreak puts
them in a very precarious
position.
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From the very first days of lockdowns or borders closings, most airlines have taken measures to deal with the
decrease or even cessation of their activity, and the consequent significant cash consumption:

Drawdown of credit lines or raising new money through equity, convertible bonds (Singapore Airlines)
or credits (US airlines).

Sales & Leases Back or financing on unencumbered assets: at the end of March, LATAM issued a S&LB
RFP for 48 aircraft.

Request rent deferrals or reductions from banks and aircraft lessors.

Part-time work, pay reduction or voluntary unpaid leave: British Airways has agreements to temporarily
reduce pilots’ pay by 50%. It is also looking to suspend almost 80% of its cabin crew, engineers and office staff.

Negotiations with aircraft manufacturers to get back Pre-Delivery Payments, but this has little chance of
succeeding.

Recovery of maintenance reserves or security deposits paid to operating lessors.

Incentivization of passengers to rebook their flights directly by waiving changing fees or providing
refundable vouchers to avoid direct reimbursement.

Postponement of aircraft deliveries.

Liquidity is key

All these actions intend to increase
airlines’ liquidity which is clearly
their key to survival. The standard
liquidity of airlines is around two
months of revenues. For Air
France-KLM, the 50% cut to
monthly staff costs would increase

their liquidity from 69 to 95 days.
Taking into account the use of

Days of liquidity - Airlines

unencumbered assets (though
financings or sale and lease back), |

the

French/Dutch group could

benefit from 314 days of liquidity.

As an exception, the Hungarian LCC Wizz Air has reported around 1.5 years of liquidity and has confirmed taking
delivery of 15 Airbus aircraft this year. Of course, its CEO has called for governments not to help “mismanaged” airlines.

Governments support

Governments, seem to have realized the seriousness of the situation for an industry which represents 3.6%?* of their
Global GDP (including tourism):

Singapore has announced a SGD19bn ($13bn) funding package for its flag carrier. The package includes
a SGD4bn bridge loan by DBS; SGD5.3bn in equity; and SGD9.7bn of convertible bonds underwritten by
Temasek, the Singaporean Sovereign Wealth Fund.

US Airlines: the CARES Act signed on 27" of March include $50bn in relief for the passenger airline industry,
through a combination of grants ($25bn used for payroll) and loans ($25bn)...

As of April 3, six publicly traded airlines applied for payroll grants (Allegiant, American, Delta, JetBlue,
Southwest and United).

The Swedish and Danish governments have agreed to jointly provide guarantees of DKK3bn to enable
SAS to borrow money.
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® The Italian government intends to nationalize Alitalia.

® The Norwegian government has suspended national aviation taxes and granted NOK3bn to Norwegian Air
Shuttle.

® The Dubai government announced on March 31%t its plan to inject equity in Emirates, while Rival Qatar
Airways (which is still operating aircraft) has decided to tap its government for a bailout.

® Korea Development Bank has announced a $572Mn support to Korean LCCs.
® |ndia plans to inject $1.6bn in the aviation sector.

® EasylJet has issued £600Mn commercial paper through the Covid-19 Corporate Financing Facility
implemented by UK Government.

® Air France-KLM will benefit from a €6bn loan guaranteed by French and Dutch states.

On the public side, the Eurocontrol Member States have agreed to defer the payment of up to €1.1bn of air traffic
control fees due for payment in the coming months.

Operating lessors have also understood that it was their own interest to agree on rent deferrals. For example, Avolon,
an Irish lessor, has disclosed that more than 80% of its customers have requested relief from payment obligations.
Of course, negotiations with lessors can be very different from one airline to another. Lessors are seemingly willing
to negotiate only with the airlines for which they trust their ability to survive the crisis. As such, current aircraft
repossession on the Mexican Low-cost carrier Interjet is a bad sign for airline’s future.

On their side, banks have received less demand, so far. As lessors can waive leases promptly, they have been
contacted first by airlines in search of quick cash. Instead, they have been asked for new money by financing
unencumbered aircraft.

No doubt, these actors, as well as governments, have understood the gravity of today’s situation. The support of the
industry though rent/loan instalment relief is crucial to avoiding a large number of bankruptcies, which would lead
to massive aircraft repossessions and consequently a dramatic fall in aircraft values.

Nevertheless, some bankruptcies are expected. The British Flybe was the first airline to collapse in the earliest
day of the outbreak; however, it's important to note the airline was already on life support for months prior, and Covid-
19 was simply the final straw. On March 31st, Miami Air International, a Floridian charter company, filed for Chapter
11 bankruptcy protection, following cancelled contracts (due to sport seasons suspensions). The most recent one, on
6t of April, was the Swedish regional airline, Braathens Regional Airlines that announced its filing for bankruptcy
protection.

Aircraft values A320-200 Half-Life Market Value Constant Age

At this stage, aircraft appraisers are collating
information, they cannot formulate value
evolution yet. Instead, they base their analysis %"
on values’ behaviour during the previous sis0om
crisis: aircraft values experienced different
decreases, according to aircraft type.
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Which elements impact market values?
Impact on value

Increase in airlines failures and aircraft coming in the market

The number of leases ending outweighs the number of new leases (for
the first time in 30 years)

Increase in sale & leaseback from airlines trying to raise funds
Opportunistic buyers
Decommissioning of older aircraft

A
Production of new aircraft will decrease, in the context of the 737Max issue A

Some airlines have announced the decommissioning of older aircraft, even though low fuel costs would tend to
favour older aircraft. 2020 will probably see an acceleration of this trend:

American Airlines is retiring 155 aircraft around 20 years of age.

Lufthansa will cut its fleet by 42 units, across the whole airline group: this includes A380, A340-300, A340-600 and 747-
400, which are operationally uneconomic. But it also includes around 20 A320s, demonstrating Lufthansa’s
assessment that air traffic will not recover quickly.

Outlook

The most recent events that impacted air travel and tourism (terrorist attacks in Paris or in Turkey) have demonstrated
the resilience of passengers, with a quick recovery of air travel towards these destinations.

With the Covid-19 outbreak, the end of the crisis looks more complicated, with a long and difficult recovery. Even
if improvements in the health situation allow activity to resume in June, the demand for tourism will probably be weak
this summer. In the absence of a vaccine or a cure, the fear the virus will persist could negatively impact the desire to
travel, even after the difficult period of confinement. The rebound is also likely to be hampered by economic
insecurity and the decline in purchasing power due the global economic crisis. Travel businesses will also be
impacted, as companies may seek to control their expenses.

After the summer, airlines will have to face the winter season, which is generally a low season, synonymous with cash
consumption. So, the difficulties faced by airlines may last until the 2021 summer season. Those who cannot
count on state support will suffer and will probably be taken over by competitors.

Nevertheless, markets seem confident on airlines’ capacity (at least the largest ones) to face the current situation,
as demonstrated by graph 4 below.

Comparing the peak experienced by the ViX, the fear index, and an airlines’ CDS index demonstrates that, in a
context where market concern is as serious today as in 2008 (ViX), the confidence in airlines is better today that in
2008 (CDS).
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What is the situation for lenders?

Weaker credits are mostly addressed by lessors, rather than banks. Still, lenders will probably face some
bankruptcies and will have to repossess aircraft in a context of degraded aircraft values. Given the severity of
the current crisis, recoveries may not reach the historical levels? experienced by aircraft lenders in the past.

Currently, investment opportunities arise from airlines aiming to secure their cash position, either through unsecured
transactions or through the financing of unencumbered aircraft. These opportunities must be looked over
cautiously, as we are still flying in a foggy environment: aircraft values have not yet evolved, credits have not yet
deteriorated, margins have evolved but can still increase.

When the situation has stabilized, there will be some opportunity to invest in aircraft secured debts with new market
standards (in terms of Loan to Value (LTV), covenants and margins), based on lower aircraft values.

We are closely monitoring the evolution of the following factors:

® Airline failures and the number of aircraft concerned.

® Stored fleet: in the lockdown period, these statistics are not necessarily relevant, but when air traffic resumes,
it will be the feature that most impacts aircraft value.

® Aijrcraft value: the key parameter in an asset-based lending perspective.
® |nvestment opportunities to keep an eye on the market evolution.

Disclaimer: IMPORTANT INFORMATION

Information in this document is as of April 3 2020 and is susceptible to change.

Ostrum Asset Management - 43, avenue Pierre Mendés-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

Regulated by AMF under n°GP GP-18000014

Register office: 43, avenue Pierre-Mendés France — 75013 Paris — www.ostrum.com

Information in this document is as of April 3 2020 and is susceptible to change.

This document (the “Document”) is being circulated as an information-only document and does not constitute an offer, a proposal, a solicitation or a sales promotion to investors to invest in any funds or any compartment of
any funds described herein (the “Fund”) nor does it form the basis of, or constitute, any contract. This Document has been prepared for indicative purposes only and remains subject to formal approvals by Ostrum Asset
Management.

This Document is highly confidential, is the property of Ostrum Asset Management and should not be transmitted, published or reproduced, in whole or in part, nor should its contents be provided to any person other than its
original addressee(s) and such person’s professional advisers who are directly concerned with such person’s decision regarding the investment opportunity described herein, without the prior written consent of Ostrum
Asset Management.

Any prospective investors should note that the information contained in this Document is preliminary and is subject to updating and amendment.

While the information contained in this Document is believed to be accurate, Ostrum Asset Management expressly disclaims any and all liability for any representations, expressed or implied, with respect to this Document
or any other written or oral communication to any interested party in the course of the preparation of information concerning the Fund. Prices, margins and fees are deemed to be indicative only and are subject to changes
at any time depending on, inter alia, market conditions. Past performances and simulations of past and future performances are not a reliable indicator and therefore do not anticipate future results.

Information contained in this Document is based on present circumstances, intentions and beliefs and may require subsequent modifications. No responsibility or liability is accepted by Ostrum Asset Management nor any
of their affiliates nor their respective directors, officers, partners, employees, representative, agents or relevant boards or board members towards any person for errors, misstatements or omissions in this Document or,
concerning any other information or materials, for the adequacy, accuracy, completeness or reasonableness of such information or for any financial loss or decision taken or not taken on the basis of the information
disclosed in this Document.

This Document in no way constitutes an offer or a sales promotion to the public in the jurisdictions in which such an offer of public sale is illegal. This Document in no way constitutes an offer or a sales promotion to a
person regarding whom it would be illegal to make such an offer. This Document may not be used as an offer or a sales promotion in countries or in conditions where such offers or promotions have not been authorized by
the competent authorities.
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Additional notes:

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_ Italy: Natixis Investment Managers S.A., Succursale Italiana (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. Belgium;_Natixis Investment Managers S.A., Belgian Branch, Louizalaan 120 Avenue Louise, 1000 Brussel/Bruxelles, Belgium.

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 Mendes France, 75013 Paris.

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

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

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.0.C.
Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.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, 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 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 Comisién 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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