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A more uncertain future

Since early November last year, following the election of Biden and the announcement of vaccines, the markets
have remained bullish with the vast majority of risky assets rewarded by the market. We noted that, since this
summer, the signs of nervousness were multiplying even if the markets remained well oriented. The trend has
increased recently with rapidly rising rates, fears about growth and inflation, and strong sectoral rotations in
equity markets.

For the remaining of the year, we retain once again a positive view about market developments as fundamentals
are still robust and central banks continue to be very supportive. We only use a portion of our risk budget in our
allocation as market prices make it difficult to envisage a rapid rebound. In contrast, a major correction is
unlikely, and we see no reason to further reduce investors' risk budget.

On the other hand, the visibility over next year is much lower and the risks accumulate. Rather than stagflation
we face an excess of demand that creates bottlenecks and makes us believe that we could face at the same
time an economic overheating since production cannot keep up with this frantic pace, and inflationary pressures
that seem to be building up. A typical pattern at the end of a cycle where the role of central banks is to withdraw
monetary support. All this gives a much more complicated market environment

We remain constructive on the potential of markets next year, but the risk return arbitrage will certainly be much
less favorable.

This material is intended for professional clients only



ECONOMIC VIEWS 3
THREE THEMES FOR THE MARKETS

@ 2022 €) INFLATION ©) crowTH

We have extended our medium- Inflation surprises remain very Growth remains strong but the
term views to the end of 2022. In high globally, but the debate has peak has indisputably been
this publication we dedicate a now shifted to the labor market passed.
page to these forecasts and views. andthe potentlol of an emerging _

wage/price loop. The signs of bottlenecks are
Next year is likely to be much _ increasing, signs of overheating
more complicated with less Tensions on the labor market, activity. The news could be
favorable growth, potentially coupled with S|gn|f|c0nlt wage disappointing in the future.
persistent inflation and less and pressures, should continue to fuel - -

the debate. The economic surprises are

less accommodating central

negative, which is less favorable
banks.

for the markets.

2022 expectations
Growth (yearly average) Inflation (CPI)
Bloomberg Consensus Ostrum Bloomberg Consensus Ostrum

Forecast S month Forecast Gap to Forecast S month Forecast Gap to
change consensus change consensus
World
USA
Euro Area
UK
Japan
China
Source : Bloomberg & Ostrum
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KEY MACROECONOMIC SIGNPOSTS 4

e Growth remains robust in developed countries. The recovery of pre-crisis activity will take place before the end of 2021 in most of
these countries. The adjustment is much faster than anticipated a few months ago. Maintaining proactive economic policies and
health policies have supported activity and reduced risk perception. And while health remains a concern, it no longer seems to be a
source of macroeconomic disruption.

e However, the catching-up momentum has passed and the spectacular growth figures recorded in 2021 and 2022 due to strong
gains at the end of the year will not be renewed in 2023. There will then be a return to growth figures comparable to those seen
before the crisis. Since 1970, in the major developed countries, GDP, after a recession, does not return to the trend observed in the
previous cycle, and the growth rate is always lower than that of the previous cycle. Recessions have a permanent cost. The crisis was
special but all crises are and the sources that could boost productivity and change the pace of GDP are still to be found.

e Theriskis greater on emerging countries. Political institutions have not been able to support activity and reduce risk as in developed
countries and the management of the health crisis remains dependent on vaccine transfers. More recently, the rise in world food
prices has resulted in a large levy on household purchasing power, since food accounts for an average of 40% of expenditure. The
divergence with developed countries is marked and probably lasting due to the changing nature of globalization.

I Markit Composite ]nd,'cesl [US Real GDP and Business Cycle Trends)|
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KEY MACROECONOMIC SIGNPOSTS 5

e The situation in China appears more fragile due to the political influence on the economy and the real estate crisis that will penalize
the wealth of households. In addition, the Silk Roads initiative implemented by Xi Jinping in 2013 is now competing with US and
European initiatives. China, which had had a leading role, especially in emerging countries (Africa, Brazil, in particular] could lose
some of its influence if its internal growth is weaker forcing it to repatriate resources to its own economu.

e Theimmediate issue is inflation. It has been very high in the US since April, well above the Fed target of 2% (5.4% in Sep]. In the euro
areq, the inflation rate (3.4% in Sept), is above the ECB's target. The increase in energy prices explains between 1/3 (US) and half (ZE)
of the inflation observed. In Europe, the underlying component is below the 2% target. Inflation appears temporary, resulting from the
necessary adjustments after a dramatic crisis. The likelihood of persistent inflation with widespread wage increases, a necessary
condition for a persistent inflation, appears to be reduced. The inflation rate will fall below the ECB target in 2022.

e Inthe USA, the inflationary shock, in addition to energy, is due to excess demand after the Biden premiums. This effect is fading, and
inflation is expected to return to an area closer to the Fed's targets in 2022. If there are wage pressures, they will not be persistent
because the economy is slowing down due to the Biden’'s slowdown and its inability to pass new plans that would allow the economy
to at least temporarily stall above its natural tendencu.

Nevertheless, the housing component is still increasing, it is an important weight in the price index and its appearance is partly
conditioned by the profile of real estate prices which are oriented upwards.

\ Oil price (Brent) in 2020 and 2021 | US inflation Rate Euro Area - Inflation Rate
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BUDGETARY POLICY 6

Fiscal policies become more targeted

| T bills at different maturity (en %) |

’ UNCERTAINTI ES RELATED TO THE DEBT CEILING o1 Investors' fears about a possible technical default by the United States on October 18
Janet Yellen had warned of the absolute need for an early agreement in Congress to o 33?:5::3l?nngggzrgg;g'giigetgrt:nrgsmrg?ﬁlrjﬁ::eys gpggrg:sgépcaéﬁwdbx.m e temporey
raise the debt ceiling to avoid a technical default by the United States as of October o

18. This ceiling was eventually raised, but temporarily, until December 3, offering only o Octobre 21, 2021

a short respite. This will come at the same time as the deadline for adopting a new 0 comber 21, 2011

federal budget. Republicans do not want to participate in the decision to raise the debt 008

ceiling so as not to endorse President Biden's massive physical and social infras- 0.04

tructure plans. These are still not voted by Congress. 0.02

0
02-Aug-21 16-Aug-21 30-Aug-21 13-Sep-21 27-Sep-21 11-0ct-21

. 1STINSTALLMENTS FROM NEXT GENERATION EU

The European Commission is continuing its pre-financing as part of its recovery plan:
Next Generation EU. To date, 17 countries have received a total amount of 52.3 billion
euros including 24.9 billion for Italy and @ billion for Spain. It should be noted that the m
recovery and resilience plans of Poland and Hungary have not yet been approved due . B
to the issue of respect for the rule of law. The European Commission also carried out —
its 1st Next Generation EU green bond issue, the largest ever: 12 billion euros in 15- w D
year bonds. The deal was in high demand, being over 11 times oversubscribed. The EC g A R i : .
plans to issue a total of 250 billion green bonds by 2026, making it by far the largest . =
green bond issuer in the world } .

PUBLIC GREEN INVESTMENTS 1 e L |:"

Given the need to significantly increase investments for the energy transition, o BN = : oo -
discussions are underway on the possibility of giving them special treatment in the Fd04 FE8Y ¢ i & ﬁf’ﬁ £ Fy £ \f / q@ i iéy
context of improving the European Union Stability Pact. e ’

Sources : Bloomberg, Ostrum AM

{Amounts requestedunder the recovery and reslisnce faclty and maximumloan amount availeble|

In bilions of eurcs [— o n'% of GDP (of 2020)

il #Toial requesizd s of GDP frs) 1]

[=]

]
o
1]

|

= = P — T — I

@ St r U I I l The analyses and opinions mentioned represent the point of view of the author(s] referenced. This material is intended for professional clients only
ASSET MANAGEMENT They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual value.
15/10/2021



MONETARY POLICY 7
FED'S IMMINENT TAPERING

ECB : Weekly net purchases underthe Pandemic Emergency Purchase Programme (PEPP) |

400 In billions of euros
) DISCUSSIONS ON THE FUTURE OF PEPP N
At the September 13 meeting, the ECB decided to proceed with a slight recalibration 300 septembers Suamge.
of its Pandemic Emergency Purchasing Program (PEPP) by deciding to slightly %0 f,‘gl:d;M’f“Jh,“y J septomber 17
reduce the pace during the last quarter compared to the previous 2. Over the last 4 oo l

weeks, its cumulative purchases have been 66.5 billion euros, against 77.7 billion on

July 4 last. It has set an appointment for December 16 to discuss the future of the 0

PEPP, which must end late in March of 2022 at the earliest. Discussions would focus 100
on a new, more targeted program. 50 | ‘ ‘
‘ ANNOUNCEMENT OF A TAPERING IN NOVEMBER O.OApr—ZO Jun-20 Aug-20 Oct-20 Dec-20 Feb-21 Apr-21 Jun-21 Aug-21 Oct-21

Sources : Datastream, Ostrum AM

At the September 22 meeting, the Fed prepared the markets a bit further for the
upcoming announcement of "tapering” (slowing down its asset purchases). It said a

= . : _ 53 central banks around the world:
moderation in the pace of its asset purchases may soon be warranted if progress in

number of rate increases and decreases

meeting its inflation and employment targets continues as planned. The Fed by quarter

foreshadows the announcement of a tapering at the end of the meeting on November 0 62

2-3. The latter could start before the end of the year and end in mid-2022, according 60

to Jerome Powell, if the economy develops as expected. Forecasts from various 50

FOMC members also revealed that 9 out of 18 members now anticipate one or two 40 36 35

key rate hikes in 2022. The Fed is thus preparing to gradually normalize its monetary 30 26 21

policy in line with the recovery in activity. 20 11 = . 10

DO I I e 1' ‘w24 oo I1

TIGHTENING IN SOME COUNTRIES O A e oy o e -

: ) ) _ ) _ 19T1 19T2 19T3 19T4 20T1 20T2 20 T3 20T4 21 T1 21 T2 2173
While some emerging countries have decided to raise their key rates through fears

about their financial stability, some developed countries (South Korea, Norway) have
also increased their rates following the sharp upturn in activity.

= Hikes mCuts Sources: Ostrum & Bloomberg
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STRATEGIC VIEWS 8

The Reality's come back

Synthetic market views: “Winter is coming”

September was marked by a sharp rebound in long-term interest rates. The Fed's and BoE's
“hawkish” shift has led to an adjustment in sovereign rates but also a much faster
anticipation of the Fed funds’' upward trajectory. The majority of equity markets were

affected after seven months of growth. The market became much more defensive and
cautious, as sector rotations were significant, sectors linked to the rise in long-term rates in
particular were penalized. Investors have decided to take their profits, after the records of

the last few months. Finally, the recent surge in energy prices has revived the inflation
debate.

Allocation recommendations: persistent

We believe that the rise in long-term sovereign yields should continue in the wake of the
Fed's “tapering” and an increase in the inflation outlook. On the equity markets, we remain
discriminating while waiting for the new season of results that should bring more visibility.
On the credit market, we believe that the ECB's purchases should calm the tensions on the
IG and the HY, we prefer the BB segment. We are neutral on emerging debt because of the
increase in risk aversion which also penalizes the sentiment on the asset class.

: 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
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G4 rates

O

At the September FOMC, the Fed signaled QE
tapering will start likely before year-end. In
addition, the lifting of uncertainty should push
yields higher toward 1.75%.

©

In the euro areq, inflation and growth should be
conducive of higher yields. The Bund also
remains subject to global bond trends, leading to
a risk of steepening.

©

The BoE may hike rates in the near term, and 10-year
Gilts are pricing in higher inflation. The 10s30s spread
has room to flatten. Elections in Japan have moved
bond markets but neutrality still prevails on JGBs.

Other sovereigns

0

The ECB has announced a slowdown in the PEPP, but
actual purchases have barely slowed down. The level of
sovereign spreads justifies a constructive position on
long maturities in Italy and Spain. However, the
consensus is still bullish.

©

Valuations nevertheless argue for selective
cutbacks in sovereign debt holdings, particularly
in France on maturities within 5 years and in
Portugal.

©

The RBA remains the most dovish bank amid a
more restrictive global context. Elsewhere, the

tighter policy bias prevails and suggests selling

Canadian, New Zealand and Scandinavian debt.

Inflation

©

Upside surprises on inflation (5.4% in September])
continue in the US, which should add fuel to the
widening trend in breakevens.

©

In the euro zone, inflation stood at 3.4% in
September. The persistence of inflationary
pressures and the gas crisis favor a further

widening of breakeven inflation rates in Europe.

©

In the UK, supply bottlenecks, wage pressures
and energy are pushing breakevens to their
highest levels since 2008. This trend is expected
to continue.

Ostrum
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Credit

O

Euro area IG spreads widened slightly to 87bp vs.
Bund. Valuations remain unattractive, and
sentiment has deteriorated with the Evergrande
crisis.

©

Bond issuance is proving to be a little more
difficult to absorb, with a slight increase in the
new issue premiums. However, the ECB will
remain very present despite the recalibration of
QE expected for December.

©

Sentiment is improving on high yield, thanks to the
recent widening of spreads. However, the primary
market (historic issuance in 2021) is sometimes close
to indigestion. The BB segment is best place to be.

STRATEGIC VIEWS - ASSET CLASSES - 2/2

Stock market

O

Equity markets experienced a correction in
September. Earnings season will be important for
markets as rising inflation threatens current high

profit margins.

©

The hawkish turn in monetary policy sparked
sharp sector rotations favorable to banks and the
“value” segment. The stagflation theme
nevertheless would greatly benefits technology
and other “secular” growth stocks.

©

In October, there was a recovery in the large-cap
quality stocks. The mid-cap segment is however
underperforming.

10

©

Emerging USD spreads are approaching the
upper bound of our target range between 350
and 370. We are neutral on the EMBI spread.

©

Whilst Chinese real estate risk weighs on
sentiment, bond issuance from |G countries
remain well absorbed. Yet, a few large high yield
transactions could weigh on the end of the year.

©

The flows into emerging bond funds have
reversed in recent weeks. The appetite for the
asset class has been diminishing.

Ostrum
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STRATEGIC VIEWS - AT END 2022 "
2022 Views

In this publication, we introduce our new end-of-year views, moving to the end of 2002 instead of the end of 20211.
Raising rates

In a supportive economic context, the slow global wave of monetary tightening that was initiated this year would also continue. The Fed would finish
its tapering around the middle of the year; however we do not expect rates to rise before 2023, with Fed funds at the end of the cycle of increase that
would not exceed 2.00%. The ECB on its side will maintain EQ next year and discussions on rate increases are very unlikely over the next two years.

German and US rates would then continue to slide upwards, even if our scenario is progressive and therefore far from a bond crack. It is accompanied
by a flattening of the curve, especially in the United States, typical in a mature cycle.

Resilient peripheral spreads

The rise of the Bund should be accompanied by a widening of peripheral spreads. This movement would remain modest for three reasons: the
economy is doing well, the European recovery programme, which is de facto a timid mutualization of debt, and the support of the ECB.

We must nevertheless monitor the politics: in France with the presidential elections and a risk of cohabitation, in Italy with the replacement of the
president in February and the elections in Q2 2023 which could provoke turmoil by the end of 2022.

The credit holds

The ECB's action coupled with positive fundamentals should limit the widening of the spreads.

Equities: a rather promising year

We anticipate growth in Euro Stoxx 50 next year, driven by the end of earnings normalization (close to 15% according to our models) but with
valuations that would become more reasonable (and contribute negatively to the performance by around 8%).

Our target for growth is therefore 8-10% dividend included in 2022. This is an objective of 4,300 on the Euro Stoxx 50 but with an increased selectivity
of the sectors and a more prominent stock picking attitude.
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Asset classes

14-Oct-21

Forecast
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Sovereigns
USA

UK

Japan
Euro Area
Germany
France
ltaly
Spain

Portugal

Ostrum

ASSET MANAGEMENT

Fed Funds
10-year
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10-year
Spread
10-year
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Forecast
14-Oct-21 Nov-21
Credit / Spreads
0.25 Euro Inflation Swap 10-ans 191 1.95
2.25 Libor OAS Spreads
IG 50 51 52
HY 288 293 295
-0.50 EMBI Spread 363 350-370
0.25
EUR/USD 1.16 1.14/1.15 1.25
0.65
40
145 S&P 500 4438
120 Euro Stoxx 4149 4000
0.90 FTSE 100 7208
65
0.80
55 Brent Oil Prices 84.19 75 60
Gold 1796 1800 1800
VIX 16.86 20/35
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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.
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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
CNBYV 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.
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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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