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Covid 19:
What is the impact on infrastructure debt worldwide?
Europe, The Americas and APAC are the three largest infrastructure
markets in the world. While there is a timing difference between
these markets in terms of the spread of Covid-19, our analysis of the situation for infrastructure debt remains the same,
whatever the region.

Infrastructure debt is very resilient….

Infrastructure, as an “essential” asset for the economy, is better protected than other sectors.
Electricity, energy, water, telecom and transportation remain vital for the economy of each country.
As a consequence, infrastructure and especially infrastructure debt is usually very resilient in
periods of crisis.

This has been demonstrated during previous crises…

In March 2020, Moody’s released its annual study on “Default and recovery rates for project finance
bank loans, 1983-2018”. This study underlines the following points:
“The average 10-year cumulative default rate (CDR) is stable at 5.5% and remains at
its lowest level since the study’s inception. By comparison, corresponding CDRs for Baa3-rated
corporates are 5.1% and those for Ba1-rated corporates are 9.5%”;
“Ultimate recovery rates for project finance bank loans average 77.9% (Basel),
consistent with the March 2019 study.”
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The graph below illustrates the annual default rate of Infrastructure compared to corporate debt and
the resilience of infrastructure debt compared to corporate debt during the last two
Financial Crises.
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Source: Moody’s default and recovery rates for project finance bank loans study dated of March 18, 2019 and Annual
Default Study: Corporate Default and Recovery Rates, 1920-2017

The Covid-19 crisis will test this resilience….
Previous crises, i.e., subprime and sovereign, began as “financial crises”, with resulting impacts on
the economy. The Covid-19 crisis is different: it has a direct impact on the economic activity of
each country and on global trade. This could then result in financial and sovereign crises.
At this stage, we anticipate the following direct impacts on the infrastructure sector:
 Demand: slow down in demand; i.e., traffic, electricity /oil consumption;
 Prices: impact on unregulated markets such as commodities;
 Supply chain: constraints on construction, labor, etc.
As a consequence, some sectors or companies such as the following will be more
impacted than others:
 Transportation infrastructure with traffic risks (airports, roads, railways);
 Sectors or companies requiring strong supply chains or labor force (in
		
frastructure in construction or transformation plants);
 Energy infrastructure with a merchant component (due to the impact of oil
		
and electricity on prices).
There may also be more indirect impacts such as:
 Cost of liquidity for banks and access to liquidity for corporates;
 Country risk evolution and potential downgrades.
Nevertheless, infrastructure is a heterogeneous sector, and the impact of the crisis may
differ depending on: sectors, operating & supply importance, seniority and security
package.
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As of today, we anticipate three likely outcomes:

12020 market volume of new transactions will decrease (some financing packages

are already delayed) compared to 2019 but we expect a shift of deals from 2020 to
2021, as this was observed during the previous crisis.
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2 Pricing will increase due to (i) increase in cost of liquidity and (ii) update of risk
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3 Some downgrades for the transactions or sectors most at risk; however, we do
not anticipate major payment defaults in 2020, at least not in Europe at this stage.
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Source: Moody’s default and recovery rates for project finance bank loans study dated of March 9, 2020
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We are closely monitoring the evolution of the following factors:
 The lock-down situation around the world, especially in the US but 		
also in developing countries;
 National and international (EU, G7, G20) economic support plans;
 The liquidity situation for corporates and banks;
 Sovereign bond ratings and pricing.
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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.
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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.

Aditional 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 España. 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 Mendès France, 75013 Paris.
In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva,
Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zürich.
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.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.
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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 Representación (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 Comisión 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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