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A schizophrenic market

Central banks are torn between growth that is increasingly showing signs of slowing down and inflation that
continues to surprise on the upside. As a result, the future trajectory of monetary policy has become much more
difficult to read. The respective decisions of the Bank of Canada and the Bank of England, two surprises but in
opposite directions, are symptomatic of this growing uncertainty. The lack of visibility has created high volatility
on fixed-income markets: revaluation of key interest rate expectations in developed countries, inflation
trajectories and, at the end of the day, implied volatility that returns to levels we haven't seen since March last
year and the Covid crisis.

Conversely, the equity markets, on the wake of a season of positive results, remained very calm and continued
to progress swiftly. In sharp contrast to the instability of the yield curve.

This schizophrenia is unusual and has never been permanent. Unfortunately, history shows that in general the
stress on the fixed-income markets ends up contaminating the equity markets. This is all the more so since the
expectations of the curve show that the cycle of rate hikes will remain very limited but will be sufficient for
inflation, at least in the United States and the European Areaq, to return nicely to the objective of the central
banks. All this, despite a normalization of the economy, with real rates that remain largely negative as at the
worst time of the crisis. This is certainly a possible scenario, but one that is very much wishful thinking.

So, there's a high risk of the curve recalibrating to a different scenario. Volatility is not going to go away. And this
should create investment opportunities.
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ECONOMIC VIEWS
THREE THEMES FOR THE MARKETS

o MONETARY POLICY o INFLATION

In mid-December, three major
central banks will have to take
important decisions. The Fed with
the rhythm of its tapering, the ECB
with the program that will replace
the PEPP and the Bank of England
with an increase in rates.

The visibility on central banks has
greatly decreased, it is a major
source of stress for the curve.

Bloomberg Consensus

Forecast

World
USA
Euro Area
UK
Japan
China
Source : Bloomberg & Ostrum

Once again global inflation
surprises remain high. The debate
has now shifted to the job market
and the price-wage loop.

However, the current level of
prices is sufficient to create
considerable rate uncertainty and
to create significant margin
distortions for companies.

2022 expectations
Growth (yearly average)

Ostrum

3 month Gap to
Forecast
chang consensus

Bloomberg Consensus

Forecast

©) crowTH

Bottlenecks remain an important
issue and should not be resolved
quickly. Tensions on the labor
market also create constraints on

supply.

As a result, economic surprises
are negative, and forecasters are
downgrading their expectations.

Inflation (CPI)
Ostrum

3 month
change

Gap to
consensus

Forecast
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KEY MACROECONOMIC SIGNPOSTS 4

e Economic activity is strong in developed countries. The indices for the whole economy of the Markit surveys always give good signals.
In the Euro zone, data from the third quarter accentuated the catching-up momentum in the Euro zone. This resulted in an increase in the growth outlook
for 2021 and 2022. The immediate uncertainty is the health risk observed in Germany, the Netherlands, Belgium or Austria with a very clear increase in the
incidence rate. Possibilities of reconfiguration are discussed and become effective as in Austria.
In the USA, after the strong recovery in the spring due to premiums paid to households by the Biden administration, the situation stabilized during the
summer. Signals are up over the last quarter as evidenced by higher retail sales. This improvement is also due to the reduction in health risk, which
increased significantly during the summer.

e The questions come from China where growth risks are higher after concerns in the real estate market and therefore on the capacity of already heavily
indebted local governments to support growth (there are very close links between local governments and real estate). Growth is expected to be weaker in
trend. It is already perceived that the situation is changing through China's contribution to German exports. Very strong in the first semester, it is now null.

e The main reason for shortages, bottlenecks in ports and rising commodity prices is the American recovery and the exceptional demand on goods while
companies around the world had no stocks. Demand came too quickly and too strongly, creating pressure on recruitment and prices.

[ composite Indices from the Markit Surveys| |chinese contribution to German Export Annual Growth| Deviation f:ﬁ’ : t’:',‘;‘::::g‘g:'9‘3";_”5’:5""2’;’"’"‘,0"9”:‘
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e The price of oil remains high compared to 2020 but ultimately not so much as compared to 2019. The concern here is the concern about market behaviour
and expectations. There is a great deal of catch-up in energy price developments.
Nevertheless, the one-year variation greatly penalizes purchasing power. This acts as a means of requlating demand.

e The most annoying point in the price field is that of agricultural raw materials. Prices are at historically high levels including cereals and oil. This somewhat
penalizes consumers in developed countries but it is mainly consumers in emerging countries who are strongly penalized because the weight of food in
price indices is very high (40% on average)

In the past, at such price levels, so-called hunger riots had been observed. The rise in political instability in some emerging countries is not independent of
that.

¢ Indeveloped countries the rate of inflation accelerated again in October. Energy accounts for between one-third and just over half of inflation. That's
significant and does not encourage central banks to intervene.

e The point to emphasize is that the euro area and the US do not have the same underlying inflation rate profile. Limited in the Euro zone, this rate is very
strong across the Atlantic. This reflects the effects of the recovery with excess demand and also the impact of the rise in the price of real estate on the
"Rent" component of the price index. This last dimension will be the most persistent.

Oil price (Brent) in 2020 and 2021 | Food Price Indices (FAO) Core Inflation Rates
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BUDGETARY POLICY 6

Fiscal policies remain targeted

| T bills at different maturity (en %) |

’ <« BUILD BACK BETTER > IN SUSPENS o1 Investors' fears about a possible technical default by the United States on October 18
After the ratification of Biden's $1.2 trillion infrastructure plan. Biden, whose popularity O ereament m Conaress to nft o he maut e of ary ecemper o
is declining, now hopes to reach an agreement on the social and ecological o

component of his “Build Back Better” program. However, the American president will o Octobre 21, 2021

continue to face political struggles. The Republicans are reluctant to vote in favor of an 0 comber 21, 2011

increase in the debt ceiling, in order not to endorse Biden's plan. J. Yellen estimates 0.06

that the government can keep running until December 15th without a deal. He will 0.04

also have to convince recalcitrant in his own camp. 0.02

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

@ Eu: ADDITIONAL MEASURES FOR 2022

The suspension of the Fiscal Pact rules was extended to 2022 to allow countries to
take action and restore sustainable growth after the Covid-19 crisis shock. Strong
growth and the gradual reduction of exceptional measures to deal with the crisis will m

Sources : Bloomberg, Ostrum AM
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result in a decrease in budget deficits that will remain nevertheless above 3% in 2022. . . .fﬁlj:d D
Some governments, such as ltaly, have announced additional fiscal measures for . — :
2022. In Portugal, political uncertainty risks are delaying the adoption of reforms and 0 o 0 s o .
the planned increases in investment as part of the recovery and resilience plan. The m e TR -
European Union could then delay the payment of funds. 'z .o o :
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MONETARY POLICY 7

WHO WILL BE THE NEXT FED'S CHAIRMAN ?
PEPP, weekly purchases

recovery of the area.

40
() ECBCLOSES THE DOOR TO RATE HIKES IN 2002 (Bn EUR)
At its last meeting, the ECB did not change the direction of its monetary policy. 30
Christine Lagarde did not reveal any details about the new program that will replace
the PEPP, she confirmed the announcement will be made on December 16t". The ECB 20
regards any rate hikes in the euro area in 2022 as “counterproductive”. The tightening
of monetary policy to curb inflation (4.1% in October) could dampen the economic 10 “““““““ ‘ “ “‘ ‘
AMRRRN

0

" ” 2020 2021 2022

TAPERING [ WITHOUT SURPRISE I W eekly net purchases = Since "Significantly higher" ( 17.57)
Unsurprisingly, the Fed announced the start of its “Tapering”. Its purchases of T since "Woderatly lower” (16.56) Sources : Ostrum & Bloomberg
financial assets will be reduced by $15 billion each month until June 2022. The Fed
reiterated that it had no urgency to raise Fed fund rates. The main question will be the Whom will the Senate next confirm as Chair of the
Presidency of the Fed. Joe Biden had indicated that he would take his decision before Federal Reserve?
Thanksgiving. The choice is particularly challenging because of internal political Yes prices (c $)
struggles, the ecological and social reforms in particular creates divides within the o
Democrats camp. The Senate, with a Republican majority, will have to confirm or not 0 R M_/\/\—\___/\/
the presidential nomination. 60

50 = Jérome Powell ~==Llael Brainard

‘ SURPRISES COME FROM THE BOE AND BOC — "/\//\"'/\

10
Surprises this month came from the Central Bank of England (BOE) and the Central
Bank of Canada (BOC). The BOE kept its rates unchanged, going against its own
rhetoric, probably reflecting its concern about Brexit. The BOC, on the contrary,
abruptly stopped its QE program. Sources: redictt, Ostrum AM
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Inflation is the central investment theme

Synthetic market views: questions on the “forward quidance”

The inflation thematic remains unavoidable on financial markets. However, the largest Central
Banks (Fed, ECB, RBA, etc.) seem reluctant to act quickly despite market pressure. The BoE's
flip-flop, finally opting for a status quo in November, resulted in an unwelcome episode of interest

rate volatility. This uncertainty is affecting swap spreads and some sovereign bond markets.
Conversely, equity volatility (VIX at 16%) remains subdued and stock indices are up strongly in
November. The potential impact of inflation on margins entail risks for stock markets but the

earnings releases remained solid in Q3. In addition to rising prices, the migration, energy and
even the epidemic rebound in Eastern Europe are risks worth monitoring.

Allocation recommendations: trim the risky positions

The rise in long-term sovereign yields is expected to gather pace again, particularly in the United
States. The accommodative monetary stance keeps pushing inflation breakeven wider. The next
ECB decision as well as the elections in Portugal and Iltaly in January could revive the pressure on
peripheral spreads. On equities, maintaining margins in the higher inflation context will become
the key issue. As for credit, valuations remain a brake on performance on both |G and high yield.
Spreads on EM debt remain stable despite higher volatility on T-notes.

: SESE I‘HAGIEMIENTI 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

FOMC announced tapering in November, $15 Bn
a month. The expected pace of rate increases in
2022 is a source of volatility. The yield on T-notes
is expected to rise with more volatility.

©

In the euro areq, inflation surprises upwards but
the ECB tempers expectations of tightening. The
December meeting may call for a reduction in
risk, which is currently weighing on 10-year Bund
yields.

©

The BoE maintained an incomprehensible status quo in
November despite elevated inflation. An rate hike in

No change in Japan.

December is likely, the Gilt should respond to tightening.

Other sovereigns

oy

The ECB has slightly trimmed bond purchases and
[talian spreads are under pressure before the December
meeting. The likely reduction in purchases after March
justifies limiting exposures to peripherals.

©

The political risk comes back with the elections in
Portugal in January, the end of the mandate of
President Mattarella in Italy and then the French
elections. This argues for caution in these
markets.

The guidance of the RBA is called into question as
the BoC, the Norges Bank or the RBNZ have begun
their hawkish turn to combat inflation. Rates in
developed countries are expected to rise.

Inflation

©

Rising inflation surprises (6.2% in October] are
accumulating in the United States, which fosters
demand for inflation protection and hence
contributes to wider breakeven.

©

In the euro areaq, inflation exceeded 4% in October.
The persistence of tensions, the energy crisis and
the fall of the euro call for a continuation of the
rise in inflation expectations.

©

In the United Kingdom, bottlenecks, wages and
energy are pushing breakevens to their highest
since 2008. This trend should continue.

Ostrum
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Credit

O

Spreads have continued to tighten vs swaps by 6
bps and widen at 91 bps vs Bund. Valuations
remain unattractive and sentiment has
deteriorated with the expansion of swap spreads.

©

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

©

Valuations have improved in high yield, thanks to the

recent expansion of spreads. Nevertheless, primary

market activity is getting close to indigestion. The BB
segment is to be preferred.

Stock market

oy

The economic growth expected for next year,
coupled with an operational leverage that
remains large, could generate a growth of the
EPS of the order of 10%.

©

Inflationary pressures affect costs and could
erode profits. The sectoral impact is very
heterogeneous.

At the end of the year, with the reporting season
behind us, caution is warranted. Macro news will
dominate, the market's momentum could then
abate.

10

©

Emerging USD spreads remain in a target range
lowered this month to 340-365bps. We remain
neutral on the EMBI spread.

©

While Chinese real estate risk weighs on
sentiment, the discount on emerging high yield is
significant compared to other comparable assets

(US high yield]).

©

Flows to emerging funds have stabilized, the
primary will decrease from mid-November.

@ 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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MARKET VIEWS

Asset classes

18-Nov-21

Forecast

M

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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0.25
1.59
0.93
0.08
-0.50
-0.75
-0.28
0.04
0.07
35
0.92
120
0.44
71
0.35
62

0.25
1.70
0.95
0.07
-0.50

-0.24

0.16
40
0.91
115
0.41
65
0.41
65

0.25
2.25

-0.50

0.25

0.65
40
1.45
120
0.90
65
0.80
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
18-Nov-21 Dec-21
Euro Inflation Swap 10-ans 2.03 2.15
Libor OAS Spreads
IG 51 51 52
HY 256 261 295
EMBI Spread 358 340-365

‘

X

EUR/USD 1.14  1.12/1.125 1.25

Stock market

S&P 500 4705
Euro Stoxx 4384 4300 4550
FTSE 100 7256
Brent Oil Prices 81.74 75 60
Gold 1859 1800 1800
VIX 17.59 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.

Final version dated 19/11/2021
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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
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 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
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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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