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Topic of the week: The Maastricht criteria, remains of an ancient
world

The Maastricht criteria and their modern incarnation, the Stability and
Growth Pact (SGP), have been seldom respected since the introduction
of the euro. Their credibility is therefore highly questionable.

Nevertheless, they have led to a pro-cyclical policy that accentuates
economic cycles.

Reform therefore seems more than desirable, not only to avoid adverse
effects of the CSP, but also to improve its credibility.

Market review: Lagarde wins a battle, not yet the war

ECB ups the ante with increased pace of PEPP purchases in Q2;
Yields resume rising in the US, as investors eye FOMC;
Large sector rotation but market indices gain;

Renewed credit spread compression.

Chart of the week

By While the Nasdaq had clearly outperformed the
Nasdaq vs. Russ 95=

Nasdaq vs: ussel 2000 {Dec 95=100) Russell 2000 over the past decade, it seems that
we have hit an inflection point since the

beginning of the year.

The chart illustrates the rotation of Nasdaq,
which to a large extend is linked to the
performance of large cap growth stocks, to the
Russell 2000 with more value and small cap
stocks.

The rise in rates, in particular real rates, but also
the Biden recovery have penalized the high-
duration sectors and favored the more cyclical
sectors that had been neglected until then.

Source: Bloomberg & Ostrum AM

Figure of the week

The default rate on the European HY would be less
0 than 3% according to our credit analysts. It had
0 exceeded 10% in 2009.

The policy mix has done wonders to keep businesses
Source : Ostrum AM afloat.
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Topic of the week

The Maastricht criteria and their modern
incarnation, the Stability and Growth Pact
(SGP), have certainly been rarely met since
the introduction of the Euro. Nevertheless,
they have led to a pro-cyclical policy that
accentuates the scale of economic cycles.
Reform therefore seems more than desirable,
not only to avoid the undesirable effects of
the SGP but also to improve its credibility.

It should be remembered that the Maastricht criteria are old.
Very old. They belong to a world where sovereign rates had
two figures. The early 1990s. Their relevance in today’s
world can therefore be questioned.

First, a historical reminder for our youngest readers. The
convergence criteria (or “Maastricht criteria”) were
established by the Maastricht Treaty, which was signed on
7 February 1992 and entered into force on 1 November
1993.

The four criteria are defined in Article 121 of the Treaty
establishing the European Community'. They require the
control of inflation, of the public debt and the public deficit,
the stability of the exchange rate and the convergence of
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without experiencing serious tensions.
Long-term interest rates: they should not
exceed by more than 2% those of the three best
performing Member States in terms of price
stability.

These criteria had to be met for a country to join the Euro in
1999. The exchange rate criterion is, by definition, useless
from the moment the country entered the Eurozone. Inflation
and interest rate criteria were important in the context of the
convergence required of a State before it entered the Euro.
They have never been subject, for members of the
Eurozone, to a binding enforcement policy.

There remain the two public finance criteria. The 3% criterion
is essentially the result of a political reasoning: some
countries (Germany not to name it) wanted to ensure that
some countries (ltaly not to name it) were not part of the first
group that would adopt the Euro. The 3% target, while the
Italian deficit was still at 7.3% in 1995, was “obviously”
unreachable. In fact, Italy reduced its deficit to 3.0% in 1997
and 1998, and then in the following year it managed to join
the Euro.

The 60% debt target is somewhat more economic: with a 3%
deficit, 2% inflation, the central bank’s target, and potential
growth of 3%, the debt-to-GDP ratio stabilizes at 60%. QED.

First, the mechanism to force a country to meet these criteria
is abominably long, time-consuming, and complex.
Moreover, there is a political element that is decisive since
these sanctions are not
automatic and a majority
of countries must
approve them. In fact,
historically, the offending

After 35 excessive
deficit procedures,

interest rates. state is often so because
Price stability: the inflation rate of a given the global economic
Member State must not exceed by more than 1.5

percentage points that of the three Member States
with the lowest figures.
State of public finances
e Prohibition of an annual government
deficit exceeding 3% of GDP
* Prohibition of public debt exceeding
60% of GDP
Exchange rate: No devaluation of currency; this
was made obsolete with the introduction of the
euro for the euro area countries. In addition, the
Member States must have participated
continuously in the European Monetary System
(EMS) exchange rate mechanism during the two
years preceding the examination of their situation,

" Source: INSEE.

cycle is in recession, and
so a significant part of
the other states are also
in a delicate position and
have very little desire to
sanction a state when
they are very likely to
find themselves in its
place.

none has led to
sanctions.
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The main steps (we have somewhat simplified) of an identified as potentially guilty, are:
excessive deficit process, when a country has been

Procedure:
The European Commission prepares a report assessing whether or not to initiate a
procedure (Art. 126.3) (Art. 126.3)
The Commission shall then notify the country and inform the Council whether it
considers that an excessive deficit exists (Art 126.5 and 126.6) (Art 126.5 et 126.6)
On a proposal from the Commission, the Council decides by a qualified majority
whether or not there is an excessive deficit (Art 126.6) (Art 126.6)
If the Council decides that there is an excessive deficit, it shall make
recommendations to the country (Art 126.7) (Art 126.7)
The Commission also imposes a time limit for taking corrective action (three or six
months) (Art 126.7) (Art 126.7)
If the country does not take sufficient corrective measures, the Council may decide
to put it on notice by imposing a new deadline (three or six months) (Art 126.7) (Art 126.7)
If the country persists, the Commission may recommend sanctions (Art 126.8) (Art 126.8)
On a proposal from the Commission, the Council shall decide by a qualified
maijority to apply the sanctions (Art 126.8) (Art 126.8)

Sanctions are applied in three stages:

1. Interest-Bearing Deposit of 0.2% of GDP (preventive Phase)

2. Non-interest bearing deposit of 0.2% of GDP (remedial phase)

3. Deposit converted into fine up to 0.5% of GDP if the excessive deficit is not
corrected

NB: European Structural and Investment Fund payments may also be frozen

(NB: our advice; do not waste time reading the whole table, just remember that it is long and boring)

Excessive deficit procedure

Number of procedures 38
The excessive deficit procedure has never really worked.
The chart below speaks for itself. Between 1999 and 2018, Number of fines | 0
the date of the report on the subject by the Delors Institute, Average deficit level when procedure starts  [ll5.0
the Commission opened 38 proceedings, all of which were Average deficit level when procedureis .
closed. Malta holds the record with 3 procedures. On iR
average the procedures last a little more than 4 years, so the Average debtlevelwhen procedure starts —
cumulative total time of all the procedures is about a century Average debt level when procedure s closed 62%
and a half 0 20 40 60 80

Source: Ostrum & Delors Institut
But, and this is the essential point, no fines have ever been
imposed! The deterrent aspect of the mechanism is
therefore highly questionable. The same report concludes
that this procedure is just “a means of monitoring budgetary
progress by other Member States”.

Second, there is also probably a credibility problem. Let’s
take a random example: France. France had a deficit of over
3% for nine consecutive years, from 2008 to 2016, only
returning to 2.6% in 2017; Italy did not have a deficit of over
3% for 6 consecutive years after the 3.7% in 2011.

The credibility of France in reprimanding Italy is therefore not

that obvious for us. More generally, each of the initial eleven
members of the Euro has failed to meet the Maastricht

MyStratWeekly — 15/03/21 - 3



ASSET MANAGEMENT

Enhancing your

® powerto act

criteria 13 times on average since 1999, 7 times for the
deficit criterion and 6 times for the debt.

Maastricht criteria:
number of times they have not been respected
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In conclusion, the so-called “Brussels diktats” have often
been ignored. The excessive deficit procedure is particularly
long and requires a unanimous vote of States when it comes
to sanctions. The Commission’s arsenal is therefore limited.

Corollaries: in the event of an excessive deficit, it is not the
Commission that will twist the arm of the offending
government, but the market. We will then have to expect a
lot of volatility and significantly higher rates.

Significant adverse effects

While the binding aspect of the Maastricht criteria must be
put into perspective, their impact must not be
underestimated. And in particular the perverse effect they
have created. When the economy is doing well, deficits
shrink, and governments use the room for maneuver to
support the economy. When the economy is in crisis, deficits
grow, and governments need to put in place corrective
measures in order not to exceed the 3% mark, slowing the
activity during times of
crisis by doing so.

The graph below shows
what has actually
happened since 2000.
The two lines should

The application of the evolvel in parallel: .t.for
SGP has contributed oot oap, thorsfore o

output gap, therefore an
overheated economy,
should correspond to an
improvement in  the
budgetary balance (fiscal
consolidation), and vice
versa. In fact, until 2019,
the two curves mirror
each other. We do have a
pro-cyclical policy.
Exactly the opposite of
what needs to be done.

to pro-cyclical fiscal
policy and a decline in
public investment.

Euro Zone: fiscal impulse during crisis

A Improvement of budget position

Positive output gap T
4 Negative for activity

Overheating economy

-8 Deterioration of budget position

Negative outbut gap
0 Y Positive for activity

Crisis economy

=== Fiscal inpulse (change in structural deficit) e Output gap

Source : Ostrum & OECD

To simplify, over the period, we want a positive correlation
between the two curves, whereas we obtain a negative one
over the past two decades.

What about at the country level? Unfortunately, the situation
is very similar. With the exception of Germany, the vast
majority of Eurozone countries have indeed had a pro-
cyclical policy over the past two decades, albeit to varying
degrees.

Euro Zone: fiscal impulse during the cycle*
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* correlation over the period between fiscal inpulse and output gap  Source : Ostrum & OECD

These figures also show how unusual the response over the
past year is: an unprecedented fiscal stimulus during the
covid crisis. It is in sharp contrast with previous cycles.

A reform that is more than
welcome

The first consequence is that a reform of the Stability Pact is
indeed more than welcome. Paolo Gentiloni, the European
Commissioner for Economic and Monetary Affairs, has
proposed fundamental changes to the Stability and Growth
Pact (SGP). Basically, there are three points.

On the one hand, the European Commission used its so-
called general escape clause to suspend the enforcement of
the SGP and has proposed to maintain the escape clause in
2022, suspending the conditions of the SGP until the end of
the year. The fiscal impulse, more timid than in the United
States, will not be cut next year. This is a transitional
measure but it ensures the sustainability of the economic
recovery until the return of activity to the pre-crisis level.
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Second point, Gentiloni proposes a more flexible activation
of this safeguard clause to manage future cycles. The idea
is to address the adverse effect we mentioned earlier: a
fiscal tightening at the worst time of the crisis. At the end of
the day it would lead to a more counter-cyclical policy.

Third idea, Gentiloni draws the consequences of another
problem related to the application of the SGP: the significant
decrease in public investment. Fiscal consolidation in the
expenditure side has been very detrimental to public
investment, as shown in the following graph. Between 2009
and 2019, public investment in the euro area fell by 0.9 GDP
points. In the countries most affected by the crisis the trend
is much worse: 3.1 percentage points of GDP lost for Spain,
2.6 for Greece, 2.2 for Portugal and 1.4 for Italy.

General government: Gross capital formation

40

35

3.0

25

2.0
1995 2000 2005 2010 2015

European Union @ EUro Zone
Source : Ostrum & Eurostat

2 Full article available on:
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To avoid this, it is proposed to take into account “growth
enhancing” spending and treat it differently in excessive
deficit procedures.

These proposals pose a legal issue that we do not consider
as insurmountable. Article 126 of the Treaty on the
Functioning of the European Union states that “Member
States shall avoid excessive government deficits”, but
without specifying what is meant by “excessive deficits".
The European Union framework for budgetary policies can
therefore be amended without renegotiating the Treaty. In
fact, a reform, which was part of the “six-pack” and amends
the SGP entered into force at the end of 2011; another, the
intergovernmental treaty on stability, coordination and
governance, including the fiscal pact, at the beginning of
2013.

So, the acceptance of these proposals is primarily a political
problem. It's not at all obvious that they’re accepted.

Stéphane Déo
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Market review

Fed is now at bat

The rotation of financial strategies accelerated in the past
few months. Dollar weakness is most often associated with
lower bond yields, spread tightening and outperformance of
growth stocks. Conversely a strong greenback tends to
imply higher risk aversion fed by the fear of Treasury
issuance crowding out demand for risky assets. The rise in
yields favors banking stocks, cyclical value stocks and more
generally assets linked to the reflation trade.

Rotations have been amplified as investors pay greater
attention to Central Bank talk and stance. The ECB indeed
met last week. Christine Lagarde made a surprise
announcement committing to faster pace of PEPP
purchases in the second quarter. It is hence not impossible
that the quarterly update in economic projections may now
be supplemented by guidance on the pace of market
operations. The ECB has considerable means of action and
will indeed raise buying at a time when net issuance will run
more negative. The decision will thus add to excess demand
for sovereign bonds which in turn may fan fears of collateral
scarcity. Swap spreads have indeed traded wider of late
which could be a sign of relative scarcity of German Bunds.
This decision to quicken the pace of purchases was a
consensus decision. Christine Lagarde likely carries a lot of
responsibility. Faster bond buying appears at odds with
upward revisions on inflation (1.5% this year) and economic
growth (rounded up by 0.1pp in 2021 and 2022). The ECB’s
decision results from a ‘holistic and multi-faceted’ approach
to identify impediments to policy transmission to the real
economy. This argument is somewhat dubious as the
observed tightening in bank lending standards to enterprises
appears traceable to the economic outlook which may
improve as lockdown measures ease and the EU recovery
plan is implemented. The bank’s capital and liquidity
positions, competition from other banks and non-banks
should support lending flows going forward. Furthermore,
the rise in long-term interest rates reflect a desirable
increase in inflation expectations whilst real Bund yields
have remained unchanged this year. Credit spreads and
sovereign bond spreads are stable or down so far in 2021,
the euro depreciated by 2% and European stock indices are
up 6%. In sum, the ECB is reacting to the correlation
between Treasuries and Bunds, and, whilst arguing against
it, does aim at micro-managing bond markets. The $1.9T
Biden plan passed Congress and another infrastructure
stimulus program may be adopted later this year. Immense
federal borrowing needs may crowd out investments in other
risk-free assets. With that in mind, the BoJ, which will hold
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its policy meeting on the day following the FOMC, may signal
its intention to contain upward pressure on bond yields. The
sharp appreciation of the dollar-yen exchange rate beyond
109, in the context of capital repatriation towards the end of
the Japanese fiscal year, may indeed foreshadow a dovish
BoJ statement.

The trend for higher US bond yields reversed briefly in the
middle of last week. Short covering on bond futures was
fostered by a modest reading in the February core CPI
(0.1%m) and stronger-than-expected final investor demand
at 3-year and 10-year Treasury bond auctions. Primary
dealers had reportedly freed balance sheet space ahead of
bond issuance. Market participants may have cashed in
profits from earlier shorts ahead of the ECB governing
council. Yields resume their uptrend on Friday to 1.60% area
as investor focus turned to next week’s FOMC meeting.
Inflation will accelerate to 3/3.5% this spring. Central
bankers know that private savings and foreign demand will
fall short of federal borrowing needs. The Fed can
incentivize banks to add to government bond holdings by
maintaining the exemption of Treasury holdings from the
SLR regulation. However, as banks tend to be less active at
the back-end of the curve, expectations of a Fed Twist may
persist. The Treasury market will continue to be a key driver
of Bund markets even as ECB leans against upward
pressure on yields and widen the T-note/Bund spread.
Accelerated PEPP purchases weighed on sovereign
spreads. Italy is trading about 94bp on 10-year maturities.
Credit markets trade sideways in the euro area (90bp vs.
Bunds) whilst USD credit suffered from increased issuance
(including the Verizon deal) and Treasury yield volatility.
Final demand for credit bonds in the US (as judged by ETF
flows) is dwindling as risk-free bond yields move higher.
Spread compression resumed on high yield and CDS
indices (XO vs. IG). The iTraxx XO gauge is trading at tight
levels around 240bp.

S&P 500 is up about 5% in 2021, yet its equal-weighted
equivalent advanced double that amount. Weakness in
technology stocks provide scope for active portfolio
reshuffling. The magnitude of the equity rally also fosters a
sharp increase in equity offerings in the US. In Europe, the
CAC index broke above the 6,000 point threshold. Bank
stocks briefly retraced part of the strong performance in
2021 (+20%) to the benefit of Technology before bouncing
back following the ECB meeting. Defensive sectors (utilities,
consumer staples) also benefitted from portfolio reallocation.

Axel Botte
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G4 Government Bonds
EUR Bunds 2y
EUR Bunds 10y
EUR Bunds 2s10s
USD Treasuries 2y

USD Treasuries 10y
USD Treasuries 2s10s
GBP Gilt 10y

JPY JGB 10y

€ Sovereign Spreads (10y)

France
Italy
Spain

Inflation Break-evens (10y)
EUR OATi (9y)
UsD TIPS
GBP Gilt Index-Linked

EUR Credit Indices

EUR Corporate Credit OAS
EUR Agencies OAS
EUR Securitized - Covered OAS

EUR Pan-European High Yield OAS
EUR/USD CDS Indices 5y

iTraxx IG
iTraxx Crossover
CDXIG

CDX High Yield
Emerging Markets

JPM EMBI Global Div. Spread

Currencies
EUR/USD
GBP/USD
USD/JPY
Commodity Futures
Crude Brent
Gold
Equity Market Indices
S&P 500
EuroStoxx 50
CAC 40
Nikkei 225
Shanghai Composite

VIX - Implied Volatility Index

-0.69 %
-0.33%
36 bp
0.15%
1.61 %
146 bp
0.8 %
0.11%
15-Mar-21
24 bp
93 bp
63 bp
15-Mar-21
113 bp
226 bp
348 bp
15-Mar-21
89 bp
39 bp
31bp
313 bp
15-Mar-21
47 bp
244 bp
52 bp
297 bp
15-Mar-21
356 bp
15-Mar-21
$1.193
$1.390
¥109.13
15-Mar-21
$68.8
$1731.2
15-Mar-21
3948
3830
6 036
29767
3420
20.22

+10

-1wk (bp)
-6
-1wk (%)
+0.38
+0.04
-0.55

$0.6
$14.5

3.31
1.77
2.25
3.56
-0.04
-20.61

+11

-1m (bp)
+15

-1m (%)
-1.47
0.12
297

$6.1
-$65.6

0.33

2.56
4.32
-2.30
-6.43
1.25

YTD (bp)
+4
YTD (%)
24
+1.79
-5.34

$17.1
-$163.2

5.11
7.80
8.73
8.46
-1.53
-11.12

Source: Bloomberg, Ostrum Asset Management
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Additional notes

Asset management company regulated by AMF under n°® GP-18000014 — Limited company with a share capital of 48 518 602 €. Trade register
n°525 192 753 Paris — VAT : FR 93 525 192 753 — Registered Office: 43, avenue Pierre Mendés-France, 75013 Paris —

This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for which it was
conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior written authorization of
Ostrum Asset Management.

None of the information contained in this document should be interpreted as having any contractual value. This document is produced purely
for the purposes of providing indicative information. This document consists of a presentation created and prepared by Ostrum Asset
Management based on sources it considers to be reliable.

Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, which under no
circumstances constitutes a commitment from Ostrum Asset Management.

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 without prior notice. There can be no assurance that developments will transpire as may be forecasted in this material. This
simulation was carried out for indicative purposes, on the basis of hypothetical investments, and does not constitute a contractual agreement
from the part of Ostrum Asset Management.

Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained in this
document, nor in the use that a third party might make of the information. Figures mentioned refer to previous years. Past performance does
not guarantee future results. Any reference to a ranking, a rating or an award provides no guarantee for future performance and is not constant
over time. Reference to a ranking and/or an award does not indicate the future performance of the UCITS/AIF or the fund manager.

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.

Final version dated 15/03/2021

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, ltaly. 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 Mendeés France,
75013 Paris.

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

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: Unit L10-02, Level 10 ,ICD Brookfield Place,
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DIFC, PO Box 506752, 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 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.
In Singapore: Provided by Natixis Investment Managers Singapore Limited (company registration no. 199801044D) to distributors and
institutional investors for informational purposes only.

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 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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