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Calm before the tempest

A quick look at the markets after the summer period gives a rather encouraging view: rising rates, well-bid risky
assets, very little volatility on all asset classes. All of this is consistent with a risk-on universe. Details are much
more ambiguous though, with signs of underlying nervousness accumulating. We note for example that it is the
least risky stocks that drove the rally while the “value” or cyclical stocks were penalized.

This validates our conservative view of markets. Valuations are very demanding at a time when growth has
peaked. It is also interesting to note that economic data no longer surprises upwards, the reservoir of good
surprises is exhausted, and so the support for the market. Our short-term outlook therefore does not change
with the fall: in the coming months the markets should remain on a tepid trend. Too much good news is already
priced-in to justify strong bullish moves. On the other hand, the strength of the recovery does not justify a
correction either.

In the longer term, however, the end of the crisis is likely to be difficult. Signs of bottlenecks are growing and,
more generally, the economy is already showing signs of overheating, especially in the United States. At the
same time, inflation is setting in. While the term stagflation may seem excessive, the trend is there. This
development, while the big central banks, especially the Fed, have not even begun the normalization of their
monetary policy raises questions. Has there been too much stimulus for too long? More importantly, what steps
could be taken if the economy slows down too much next year when central banks are still stuck with their ultra-
lax policy calibrated for the covid crisis?

If we expect rather quiet markets until yearend, 2022 could be much more volatile and uncertain.

This material is intended for professional clients only



ECONOMIC VIEWS
THREE THEMES FOR THE MARKETS

€D TAPERING

Jackson Hole did not create any
excitement in the markets and
confirmed the forthcoming
announcement of a tapering.
Markets have reacted little to this
statement.

The September 22 FOMC should
start to specify the exit modalities
of the ultra-accommodative
policy. This will be the major event
in the coming weeks.

o INFLATION

Inflation figures are rising, and it is
now clear that inflation is not only
higher but also more sustainable
than expected by the markets.

Tensions on the production
apparatus should maintain this
trend.

©) crowTH

Growth remains strong but the
peak has obviously been passed.
Economic indicators are no longer
providing upward surprises and
are merely validating expectations
that are already very high.

The signs of bottlenecks are
increasing a sign of an
overheating economy. The news
could be disappointing in the
future.

2021 expectations
Growth (yearly average) Inflation (CPI)

Bloomberg Consensus Ostrum Bloomberg Consensus Ostrum

3 month Gap to 3 month Gap to
Forecast Forecast Forecast Forecast
change consensus change consensus

World 2 0.5 A
USA -35 6.2 04 ¥ 7.0 0.8 4.2 1.1 A 4.0 -0.2
Euro Area -6.8 438 0.6 i 46 -0.2 2.0 0.3 A 1.6 -0.2
UK -10.1 6.8 0.6 i 6.2 -0.6 2.1 0.5 A 1.8 -0.1
NETE 5.1 25 0.0 b 2.0 -0.5 0.1 00 = 0.0 0.3
China 2.3 8.4 01 ¥ 9.0 0.6 1.3 02 W 15 0.2

Source : Bloomberg & Ostrum

Ostrum
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KEY MACROECONOMIC SIGNPOSTS

e The recovery is making progress in Western countries. The lifting of health measures, the impact of vaccination and

accommodative economic policies have led to a catch-up dynamic. This is most obvious on consumption.

e These elements could be accentuated by the bonus distribution policy in the USA by the Trump administration at the

end of 2020 and by the Biden administration in March.

e |n Europe, manufacturing activity has benefited from stimulus from Asia and China. The acceleration of trade has
been very profitable, especially in Germany. For the Euro areq, this resulted in a series of positive shocks, the impact
of which was accentuated by the high level of trade between the countries of the zone. This gives the expansion of

the area a more endogenous and autonomous character.

e However, the catch-up dynamic is running out of steam. Normalization of activity is taking place. This is evident in

the manufacturing sector surveys and in the global trade profile.

|GDP Profiles - 2019 - s

Ostrum
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World Trade in Level

Volume (2010=100)
Last point June 2021

4
Trend half-2016-2017 p?

Trend 2018-2019

2012 2013 2014 2015 2018 2017
Sources: CPB; Ostrum AM; ostrum philippewaechter.com

2018 2018 2020 2021

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

|Markr'r Surveys in the manufacturing sector- August 2021|

== = France @57.5 ===Germany @62.6

= Euro Area @614 # s s United Kingdom @860.3

= < USA @61.1 — World @54.1
China 49.2
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es: Markit; Ostrum AM; ostrum.philippewaechter.com
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KEY MACROECONOMIC SIGNPOSTS 5

e Emerging economies, particularly in Asia, are being caught up by the delta variant and the latest survey data
suggest a shift in activity and less stimulus to global growth.

e Some countries could be weakened in the event of a rise in US interest rates due to the implementation of the asset
purchase reduction process by the Federal Reserve. This is a real concern.

* |nflation increased sharply in the USA because of the excess demand caused by the various stimulus packages
which were reflected in purchases related to transport (used car, airline tickets). The acceleration of inflation is partly
temporary, but wage pressures are beginning to appear. The persistence of inflation remains the central issue.

* Inthe Eurozone, the rise in oil and the shift in the balance period in 2020 explain the rapid rise in inflation in August.
For the time being, it should not be considered more than a technical effect even if the inflation rate is higher than the
ECB's target.

e Central banks will remain durably accommodating due to the temporary nature of inflation even if the Fed starts to
reduce its purchases in late autumn.

P : P " Contributions to the US Inflation Rate
| Oil price (Brent) in 2020 and 2021 I Euro Area - Contributions to the Inflation Rate I |
250
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BUDGETARY POLICY

The need for a still active fiscal policy

) VOTE ON9/27 ON US INFRASTRUCTURE PLAN

The plan, comprising S 550 billion in new spending over 5 years, to renovate and
develop American physical infrastructure (roads, railways, bridges, etc.), was voted
by the Senate on August 10, and should be voted on by the House of Representatives
by September 27. A reconciliation process of an initial amount of S 3,500 billion is
being prepared to adopt the rest of the measures announced by Joe Biden without
the support of the Republicans. This involves spending on infrastructures intended to
combat global warming and measures aimed in particular at expanding health
coverage and facilitating access to university.

1STINSTALLMENTS FROM NEXT GENERATION EU

After having successfully carried out its first issues to finance the European recovery
plan, the European Commission made the first payments under the facility for
recovery and resilience. To date, 10 countries have received pre-financing from the
European Union representing 13% of the funds requested by them (9% for Germany
at its request) and approved by the EU and the European Council. These include Italy,
Spain, France and Germany. While countries requested all of the available grants,
only ltaly, Greece and Romania requested the full amount of available loans. The next
payments are conditional on the implementation of reforms and public investments in
digital technology and the green economy in particular.

RECORD SDR ALLOCATION BY THE IMF

The IMF has announced an allocation of Special Drawing Rights of a historic amount
to enable countries to cope with the crisis: S 650 billion, including $ 275 billion for
emerging and developing countries.

@ St r U I I l The analyses and opinions mentioned represent the point of view of the author(s] referenced.
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Impact estimated by the CBO of the physical infrastructure plan on the US budget
Billions of Dollars

Scenario 1 Scenario 2
2031 Total, 2022-2031 2031 Total, 2022-2031

Direct Budgetary Effects

Effect on Outlays 0 0 46 339

Effect on Revenues 0 0 0 0

Increase (-) or Decrease in the Deficit 0 0 -46 -339
Effects of Macroeconomic Changes

Effect on Outlays 2 7 4 19

Effect on Revenues 5 17 4 21

Increase (-) or Decrease in the Deficit 3 11 1 2
Total Budgetary Effects

Effect on Outlays 2 7 49 358

Effect on Revenues 5 17 4 21

Increase (-) or Decrease in the Deficit 3 11 -45 -337

Source : CBO, Ostrum AM

Estimated impact compared to july 2021 CBO forecasts

Impact of a $ 50 billion per year increase in infrastructure spending over 10 years
Scenario 1: Additional expenditures are offset by a decrease in non-investment expenses
Scenario 2: Additional expenditure is financed by an in increase in govemment borrowing
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MONETARY POLICY 7
TOWARDS A FED TAPERING BY THE END OF THE YEAR

ECB : Pandemic emergency purchase program (PEPP) |

‘ CONTINUED MASSIVE PURCHASES BY THE ECB oot

The ECB should continue its asset purchases under the Pandemic Emergency 1750 R
Purchasing Program (PEPP] at a significantly higher pace than at the start of the year 1500 fesumption <169 billons sures per week —- .

in order to maintain very accommodating financial conditions and facilitate the 1250

convergence of inflation towards the new symmetrical objective of 2% in the medium 00 s e by e e o2

term. If the ECB maintains a purchasing rate close to the current rate, the entire 750 - billions curos as of August 27

program (€ 1,850 billion] will be used up by the end of March 2022. Discussions on 500 \

the extension of the PEPP and its form will take place at the end of the year. 250

. UPCOMING TAPERING ANNOUNCEMENT . OO-;,/ZIOZIO 27{202(1\'\" 10/2020 01/2021 04/2021 07/2021 10/2021 01/2022 04/2022
J. Powell's intervention in Jackson Hole was the highlight of the summer. The latter

insisted on the temporary nature of the sharp acceleration in inflation and the uneven 53 central banks around the world: number of
recovery and reiterated the fact that the labor market had not yet recovered to its pre- rate increases and decreases by quarter

crisis level. Given the significant progress made on the symmetrical inflation target 70 64

and the clear improvement in the labor market, the Fed chairman has suggested a 60

reduction in asset purchases by the end of the year. if the economy developed as 50

expected. Depending on the employment figures, the timing of the forthcoming
announcement could change; a very gradual reduction from December or January is .

40 38
. . " . . 26
on the cards. Monetary policy will remain very accommodative as purchases will
11
3' 2 1 1
|| - — —

35

. . . . 20
continue, albeit at a more moderate pace and rates will remain close to zero. 12
10

TIGHTENING IN SOME COUNTRIES - i 1| S B E

. . . . . . . 19T1 1972 19T3 19T4 20T1 2072 20T3 20T4 2171 21T2 2173
Faced with accelerating inflation, some central banks are raising their key rates to

preserve financial stability. These are mainly some emerging countries. South Korea
is the first major country to increase its rates.

®|ncreases mDecreases Sources: Ostrum & Bloomberg

@ St r U I I l The analyses and opinions mentioned represent the point of view of the author(s] referenced.
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STRATEGIC VIEWS 8
A shy “risk-on”

Synthetic market views: gently sloping autumn

The performance of the markets over the summer months is marginally positive, but with
renewed nervousness. The risk [ return trade-off therefore remains inconclusive and we expect a

trend in the same direction over the coming weeks. We are therefore sticking to a “risk-on”
strategy which is very timid. This approach maximizes the portfolio's return while minimizing
exposure to directional risks, the potential of which seems very limited to us.

If our asset choices are therefore more of a "risk-on" typology, we remain cautious.
Allocation recommendations:

We are slightly negative on German and US rates which offer limited carry and should rise. And
indeed, we revised our yearend expectations for the Bund at -0.20% (vs. 0.00% on our previous
numbers). On the other hand, we are more positive on spread products which continue to benefit
from robust fundamentals but also from the flow of investors looking for yield. Same dilemma for
equities, where fundamentals are improving, but valuations are very demanding, we can expect
poor performance.

: SESE HA!EMIEN! The analyses and opinions mentioned represent the point of view of the author(s] referenced. This material is intended for professional clients only
They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual value.
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STRATEGIC VIEWS - ASSET CLASSES -1/2

G4 rates

o

The Jackson Hole meeting makes it possible to
consider the start of tapering at the end of the
year. This bearish element is mitigated by the
commitment not to change rates quickly.
Neutrality prevails over the T-note.

o2/

ECB hawks calling for a shutdown of the PEPP
have rekindled some tensions. Stretched
valuations and inflation at 3% argue for a short
Bund position.

©

The BoE remains on course for a gradual
reduction in QE. The Gilt is trading around 0.65%
with a tightening bias to the 10-30, however. We

are neutral on JGBs, with the BoJ aiming for a

Other sovereigns

©

The PEPP adjusted to weaker liquidity in August,

but peripheral debt moved within a narrow range.

Bund rally not associated with enlargement.

©

The buying consensus has narrowed, but the
improving economy and the reduction in deficits
suggest a constructive stance on Italy and Spain

in particular.

©

The RBA must deal with the epidemic
resumption, despite the prior announcement of
the end of QE. We are opting for a buying bias,
unlike other G10 markets where the resumption

Inflation

©

American dead spots are relatively expensive.
The inflationary bias of monetary policy
nevertheless balances the risks. We are neutral.

©

In the euro zone, inflation returned to around 3%
in August. There is a potential for European
breakeven points to appreciate in the order of
5Sbp over the month's horizon.

©

In the United Kingdom, the gap between the RPI
and the CPl is widening sharply (180bp] to the
benefit of linker holders but the break-even points

. . ) re highly val hence the neutrality.
10-year 0%. of inflation is putting pressure on rates. are highly valued, hence the neutrality
@ St r u I I I Source: Ostrum. The analyses and opinions mentioned represent the point of view of the author(s) referenced.
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STRATEGIC VIEWS - ASSET CLASSES - 2/2

Credit

O

Spreads on |G in euros have changed little in

Valuations remain unattractive, especially as
lower risk-free rates limit the positive-yielding
credit universe.

©

Issues are projected to rebound sharply at the
end of the year with a significant repayment
schedule. Any downside surprises would
reinforce the |G credit scarcity effect.

©

Despite an unprecedented primary this year, the
search for yield is keeping spreads below 300bp
vs. Bund. The reduced default rate (<2%)
compensates for strained valuations.

recent months around 85 bps against the Bund.

Stock market

oy

The majority of results publications in Q2 2021
beat the consensus with a margin of 33% on
average in the euro zone. However, the pressure
on costs and rising inflation remains to be
watched for 2022.

©

After some profit-taking in July, flows to
European equities rebounded, pushing European
indices to new annual highs.

The sharp rise in indices masks a preference for
quality and stocks with lower volatility. The return
to the shareholder is improving with the stock
buyback plans and the increased dividends.

10

©

Emerging USD spreads stabilized, reacting little
to the signal of a forthcoming tapering in the
United States. We are lowering the target range
of the EMBIG spread to 330-340bp.

©

Valuations are relatively attractive at 347bp as
the search for absolute return persists. The
appetite for high yield ratings is not waning.

©

Flows in emerging funds balance out over the
summer. Long investor positioning has shrunk
somewhat

Ostrum

Source: Ostrum. The analyses and opinions mentioned represent the point of view of the author(s) referenced.
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MARKET VIEWS

Asset classes
Sovereigns
USA Fed Funds
10-year
UK 10-year
Japan 10-year
Euro Area BCE, deposit
Germany 2-year
10-year
30-year
France 10-year
Spread
Italy 10-year
Spread
Spain 10-year
Spread
Portugal 10-year
Spread
Ostrum
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1-Sep-21

0.25
1.29
0.69
0.03
-0.50
-0.71
-0.37
0.12
-0.03
35
0.69
106
0.34
71
0.21
58

Forecast

Oct-21

0.25
1.25/1.45
0.50/0,65

0.00

-0.50

-0.34

0.01
35

100/110
0.31

65

0.26

60

Dec-21

0.25
2.00
1.00
0.10
-0.50
-0.50
-0.20
0.20
0.20
40
1.00
120
0.45
65
0.35
55

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

Forecast

Euro Inflation Swap 10-ans 1.66 1.73
Libor OAS Spreads

IG 51 49

HY 243 253
EMBI Spread 343 330-340
EUR/USD 1.18 1.17/1.19 1.25
S&P 500 4524
Euro Stoxx 4227 4225 4300
FTSE 100 7150
Brent Oil Prices 71.10 75.00 60.00
Gold 1814 1800 1800
VIX 16.11 20/35

M
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Additional notes

Ostrum Asset Management

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 — www.ostrum.com

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 02/09/2021

@St r U I I I This material is intended for professional clients only

ASSET MANAGEMENT


http://www.ostrum.com/

Natixis Investment Managers 13
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, Gare Maritime, Rue Picard 7, Bte 100, 1000 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 Mendés 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 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: Unit L10-02, Level 10 ,ICD
Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates.
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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 investment management business, investment advisory and agency business and Type |l Financial Instruments Business as a Financial
Instruments Business Operator.

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
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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. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect those of Natixis
Investment Managers. Past performance information presented is not indicative of future performance.

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

All amounts shown are expressed in USD unless otherwise indicated.
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