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Chart of the week

Fed funds expectations have increased

Euribor Futures Contract significantly, especially after the last FOMC.
(horizontal axis in years) Less commented, the evolution of the short part
080 of the European curve is also interesting.

At the beginning of the year, future contracts did
not anticipate a positive rate (on the Euribor 3 i
months) even over a 6-year horizon. At present, Zouhoure Bousbih
these same contracts have positive expectations Emerging countries

for a four-year horizon. strategist

080 More surprisingly, the March-2024 futures
Change emem04-0ct-21 —=——01-jan-21 contract is 25 bps higher than the spot. It
Sources : Ostrum & Bloomberg therefore seems that the market anticipates an
increase in rates over a horizon of only 2 and a
half years.

Figure of the week

Aline Goupil- Raguéneés
Developed countries strategist

6.9%: this is the performance gap between the best
(financial + 2.3%) and the worst (industrial - 4.6%) of
the 11 S&P sectors in Q3 2021. This is the smallest gap
|

since the launch of sector indices in 1989. The previous
record was 8.1% in O3 1989.

Source : Ostrum AM
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eTopic of the week

Policies to fight
against global
warming

The efforts made so far in the fight against
global warming are proving to be woefully
insufficient according to the international
energy agency. COP 26, which takes place in
Glasgow in November, will be a key moment
in raising targets for reducing greenhouse
gas emissions and setting ambitious interim
targets. Beyond these long-term promises,
the urgency is to act concretely, massively
and in a coordinated manner to limit the rise
in temperatures to less than 2 degrees
compared to the pre-industrial era by the end
of the century. An essential and effective tool
to achieve this is carbon pricing. To this must
be added public policies to achieve a just
transition and to invest massively in the
energy transition.

What is climate change
mitigation?

Climate change mitigation involves taking measures to limit
global warming and thus its economic, social and
environmental consequences.

To this end, measures must be taken to reduce and prevent
greenhouse gas emissions into the atmosphere responsible
for global warming. This can be done in two ways: either by
reducing the source of these gases, such as the combustion
of fossil fuels, and by developing clean energies (solar, wind,
hydrogen, etc.), or by improving the capacity of sinks to store
these gases. There are natural carbon sinks such as
developing forests, soils and oceans whose capacity to store
gases must be improved (planting trees, limiting
deforestation, etc.). New techniques are also currently
developed to artificially capture carbon and "trap" it in the
rock, which requires significant investment (example of
Canada) and additional research and innovation.
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Measures to reduce greenhouse gas emissions and to
develop or improve the capacity of carbon sinks to the
remaining emissions will achieve climate neutrality (net zero
CO:2 emissions). In order to respect the Paris Agreement,
these measures must ensure that the rise in average
temperatures by the end of the century remains well below
2 degrees compared to the pre-industrial era and is limited
to 1.5 degrees. The efforts made so far are woefully
insufficient according to the latest report from the
Intergovernmental Panel on Climate Change (IPCC)
published in August.

Very insufficient
objectives

In order to limit global warming, 113 countries, among the
196 signatories to the Paris Agreement, have announced
new greenhouse gas reduction targets or have strengthened
them. These remain insufficient, as a recent United Nations
report reveals. Greenhouse gas emissions for these
countries would only decrease by 12% in 2030, compared to
2010, while according to the IPCC a reduction of 45% would
be necessary in order to limit global warming to 1.5 degrees
by 2100, or a 25% drop to limit it to 2 degrees. Of these
countries, 70 have committed to achieving climate neutrality
by mid-century, which would further reduce these emissions
(-26% by 2030).

What is much more worrying is that by taking into account
these new and revised targets, and those available for other
countries, the greenhouse gas emissions of the 196
countries that have signed the Paris Agreement would
increase by 16% by 2030, compared to 2010, which would
correspond to an increase in average temperatures of 2.7
degrees, compared to the pre-industrial era, according to the
IPCC scenarios (the blue curve on the graph). We are far
from the 1.5 degrees targeted by the Paris agreement.

| Greenhouse gasemissions and globalwarmingaccording to IPCC io! |
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One of the challenges of COP 26, which is being held in

Glasgow from November 1 to 12, will be for countries to set
much more ambitious greenhouse gas reduction targets and
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intermediate targets to comply with the Paris agreement with
a view to achieving climate neutrality by 2050.

It is essential that developed countries help emerging
countries to make their energy transition. These developing
countries are very dependent on the combustion of fossil
fuels and do not have sufficient means to make their energy
transition. Within this framework, developed countries made
a commitment 10 years ago to provide aid to developing
countries of $ 100 billion per year from 2020, which has not
been honored. This is proving to be a crucial element in
achieving the peak in global emissions by 2030.

In addition, very few countries have enshrined these
objectives in law, which makes them non-binding. In this
context, the European Union is a pioneer among the major
economies!. Since 2015, it has set itself ambitious
greenhouse gas reduction targets that it even exceeded in
2020 and strengthened for 2030 by bringing them to -55%
compared to 1990 (compared to -40% previously set). This
reinforced intermediate objective and the achievement of
climate neutrality by 2050 are enshrined in European climate
law. This is part of the 'Green deal' presented in December
2019 as a growth strategy aimed at transforming the
European economy with the aim of achieving climate
neutrality by 2050.

The announcement of ambitious greenhouse gas emission
reduction targets by governments is a necessary step. The
urgency is to adopt concrete, massive and coordinated
actions to accelerate the energy transition and thus reduce
global warming to less than 2 degrees by the end of the
century.

Setting a carbon price

An essential, simple and effective tool

The easiest and fastest tool to encourage countries to
reduce their greenhouse gas emissions and get them to
develop clean energy is to put a price on carbon. Carbon
pricing makes it possible to make carbon-intensive products
more expensive compared to those with lower carbon
intensity and thus increase energy efficiency. Revenues
from carbon tax and allowance trading systems can be used
to finance part of green investments or offset the loss of
purchasing power of households most affected by the
introduction of these additional tariffs. In 2020, revenues
from carbon pricing amounted to $ 53 billion according to the
World Bank.

1 https:/iwww.ostrum.com/en/publication/mystratweekly-29th-
march-2021
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Functioning

This can be done in two ways: either by a carbon tax on the
carbon content of products or the CO2 emissions that result
from their production, or by setting up an emission trading
system. In this case, companies must obtain permits for
each ton of COz emitted. These authorizations are limited by
governments and companies can exchange them by buying
or selling them on a market which determines the price of
carbon.

What is the situation today?

More than 60 initiatives such as the carbon tax and
emissions trading systems currently exist. They were spread
in 2020 in 121 countries, 24 regions and 708 cities. This
number has tripled in the space of 10 years and two new
initiatives have emerged in 2021 with the establishment of a
carbon tax in Germany and a national emissions trading
system in China. Although growing significantly, these
initiatives only cover 21.4% of greenhouse gas emissions,
according to the World Bank, which is insufficient to achieve
climate neutrality by 2050.

In addition, the territorial coverage of sectors and tariffs are
very heterogeneous from one country to another such that
the global average carbon price is only $ 3 per ton according
to the IMF. This tariff clearly does not encourage companies
to change their production process to disengage from fossil
fuels and invest in green energies. This is a far cry from the
$ 75 per ton of CO2 by 2030 to limit the rise in temperatures
to 2 degrees according to the IMF. Carbon pricing must
therefore be improved. In particular, it is necessary to take
measures aimed at reassuring companies in carbon-
intensive sectors as to the possible losses of
competitiveness that would be suffered for the benefit of
countries with lower carbon prices due in particular to lower
environmental standards. Two avenues are currently being
considered. The European Union is calling for a border
carbon pricing system and the IMF for a global floor price.

The EU emission quota trading system

Created in 2005, the European Union's emissions trading
system is the first and largest carbon market. It is therefore
often taken as a benchmark for carbon pricing. This system
sets a ceiling on greenhouse gas emissions for certain
industries each year, which gradually decreases.
Companies receive or buy these allowances and can trade
them according to their needs. Each year, companies must
surrender as many allowances as the emissions observed
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the previous year. Those who have used more allowances
than what was allocated to them can buy the surplus
allowances from less polluting companies. This market thus
determines the price of carbon (1 quota being equal to 1 ton
of COz2). Since its introduction in 2005, it has resulted in a
43% reduction in greenhouse gas emissions in the sectors
covered. It currently covers 41% of the EU's greenhouse gas
emissions.

Until 2018, the price of carbon remained at low levels due in
particular to an excess of allocated allowances. The
European Union has improved its functioning since then and
prices started to increase in 2018 to reach 30 euros per ton
in 2019, against 5 euros on average between 2016 and mid-
2017.

After a plunge from March to May 2020, linked to the virtual
cessation of activity following the containment measures put
in place to deal with the Covid-19 epidemic, the price of
carbon has risen sharply to settle on October 15t 2021 at $
62 per ton of COz, against $ 32.6 at the end of 2020. This
results from the resumption of activity linked to the gradual
lifting of health restriction measures but also and above all
to measures announced by the European Union to
accelerate the energy transition with, in particular, a more
ambitious intermediate objective of reducing greenhouse
gas emissions by 2030 (-55% compared to 1990, against -
40% previously set), which suggests a reduction of emission
allowances.

[European union carbon price|
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Another factor has also played a role recently: the sharp rise
in the price of natural gas in Europe following an insufficient
supply to meet the sharp increase in demand. This is
happening in early fall and the high price of natural gas is
raising fears of increased demand for coal this winter from
households and businesses for heating and electricity. This
will likely generate greater demand for CO: emission
allowances from certain companies, which will weigh on
carbon prices.
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This system currently covers only 41% of greenhouse gas
emissions. It concerns the production of electricity and heat,
energy-intensive industrial sectors and aviation in Europe. In
addition, according to the European Court of Auditors, 40%
of allowances are distributed free of charge to companies,
especially those in the aviation industry. This aims in
particular to avoid "carbon leaks" whereby companies
relocate their production to avoid this additional cost.

The European Commission made a proposal last July aimed
in particular at gradually eliminating the free allowances
distributed to the aviation sector for full auctioning in 2027. It
also aims to integrate other sectors such as maritime
transport and to create another allowance trading system
(which would be operational from 2026) covering emissions
from the construction sector and from fuel suppliers for road
transport. To compensate for any repercussions on
consumers, the EC has also proposed the creation of a
social climate fund for the most vulnerable households.

To achieve these more ambitious energy transition
objectives, the EC has also announced a new emission
reduction target for the sectors covered by the emissions
trading system: -61% by 2030, compared to the level of
2005, against -43% previously. This will translate into lower
emission allowances and an acceleration in the rate of
annual emissions contraction to 4.2%, from the current
2.2%, according to the EC.

The European Union also proposed on July 14 the
establishment of a carbon border adjustment mechanism
compatible with  WTO rules. As the European Union
strengthens its regulation in order to achieve climate
neutrality, the risk is that some EU companies will outsource
their carbon-intensive production to third countries with
lower environmental standards or that certain products
manufactured by the EU are replaced by more carbon
intensive imports. This would ultimately result in an increase
in greenhouse gas emissions in third countries offsetting the
reduction made in the European Union, which is contrary to
the initial objective. This would also operate to the detriment
of the competitiveness of European producers subject to
higher carbon prices than third countries.

This border carbon adjustment mechanism will initially apply
to cement, iron, steel, aluminum, fertilizers and electricity.
Companies based in third countries supplying high carbon
intensity products to the EU will have to purchase carbon
certificates based on the carbon price they would have had
to pay if the products had been produced under EU rules. If
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these producers are able to prove that they have already
paid a carbon price, it will be deducted.

A carbon border adjustment mechanism is already in place
in some regions, such as California for certain electricity
imports, and is under study in Canada and Japan in
particular. Russia and China are among the countries that
have been very critical of this new mechanism, with Russia
considering that it is one of the most affected by its
implementation (to the tune of $ 7.6 billion ), it being the
largest supplier of carbon-intensive products to the EU. The
additional costs would also be significant for Turkey.

IMF calls for international carbon price floor mechanism

To avoid losses of competitiveness for countries adopting
high levels of carbon prices and reduce their uncertainty
regarding the behavior of other countries, the IMF proposes
the establishment of a floor price for carbon at the
international level. It would initially only concern the largest
emitters and the level of pricing would be adapted according
to the level of development of the countries and their
emissions. Emissions from China, the United States, India
and the European Union will represent more than 60% of
global emissions in 2030 according to the IMF.

€02 emissions forecastin 2030

Rest of the world 15%

China 34%

Rast of the G20 21%

United States 14%

European Union 7%

India 9%
Predicted emissions in the absence of new mitigation measures or hardening of existing measures
Sources : IMF, Ostrum A

The IMF takes as an example the participation of 6
countries: Canada, China, the United States, India, the
United Kingdom and the European Union with a floor price
of $ 75 per ton by 2030 for developed countries, $ 50 for
emerging high income countries and $ 25 for emerging low
income countries. According to the IMF, the participation of
these 6 countries in this carbon pricing, as well as the
respect by the G20 countries of the Paris agreement, would
make it possible to reduce greenhouse gas emissions by
23% by 2030 and to limit global warming to less than 2
degrees compared to the pre-industrial era.

According to the IMF, this system is more effective than a
border carbon adjustment mechanism since the carbon
embodied in trade flows generally represents less than 10%
of countries' total emissions.

Enhancing your
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Green investments

Massive investments needed

This is an essential element in accelerating the energy
transition and making it possible to replace a large part of
fossil fuels with clean energies. This implies a major
transformation of the means of production and energy
systems which are at the origin of %th of greenhouse gas
emissions. To achieve carbon neutrality by 2050, nearly
90% of electricity must in particular come from renewable
energies according to the IEA, with wind turbines and solar
panels expected to represent nearly 70%. In 2020, the share
of renewable energies in electricity is only 29%. Electric cars
would represent 86% of car stocks in 2050, against 20% in
2030 and 1% in 2020. Fossil energy would drop from 4/5th
of the total energy supply today to only 1/5th in 2050.

| Renewableenergy shares in electricity generation(in %) |
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Sources : IEA, Ostrum AM

Beyond infrastructure spending, significant research and
development spending is also required. Indeed, while the
technologies necessary to meet the emissions reduction
targets by 2030 are available, this is far from the case for the
targets by 2050, according to the IEA. Half of the necessary
technologies are not yet available. They are in the
development or prototype phase, which requires significant
investment in research and development for them to be
brought to market on time. According to the IEA, global
investment in clean energy must more than triple by 2030 to
reach $ 4 trillion. 30% of these investments must come from
the public sector and 70% from the private sector

Major role of governments

Governments have a major role to play in financing these
green investments and helping to attract private
investments. The large-scale measures taken by
governments to deal with the Covid-19 crisis constitute a real
opportunity to increase green investments in a context of low
interest rates. In the United States, barely come to power,
Joe Biden announced a massive infrastructure plan ($ 2,300
billion) and a plan for families ($ 1,800 billion) intended in

MyStratWeekly — 04/10/21 - 5



url

ASSET MANAGEMENT

particular to improve existing infrastructure and to fight
against global warming. Faced with the reluctance of the
Republicans, these measures have been modified and have
not yet been voted?.

In Europe, governments have also taken measures to revive
their economy, part of which is in the form of investments for
the energy transition. They will be partly financed by the
European Union through the Next Generation EU recovery
plan amounting to 800 billion euros (in current price)3. For
the first time, it can borrow heavily on the markets on behalf
of all the countries of the European Union and pay a
significant portion of the funding in the form of grants (339
billion euros), therefore non-refundable, and another in the
form of loans, at favorable rates. To benefit from these
payments, countries have presented recovery and resilience
plans that must meet certain criteria: at least 37% of
investments must be devoted to the energy transition and at
least 20% to the digitization of the economy. In addition,
countries have also pledged to adopt structural reforms with
the aim of putting their economies on a sustained higher
growth path. The first payments from the EU were made in
July and represent a pre-financing of 13% of the amounts
requested.

According to a recent IEA report, clean energy investments
announced by governments represent only 2% of stimulus
plans to deal with the Covid 19 crisis ($ 380 billion in Q2
2021). These amounts and the new measures announced
should translate into an increase of $ 350 billion per year in
investments in clean energy between 2021 and 2023.
Although up 30% compared to previous years, this is very
insufficient in view of the amount of $ 1 trillion estimated by
the IMF and IEA in order to be consistent with the Paris
agreement.

Countries will therefore have to significantly increase their
investments in clean energy. This comes as a large number
of economies have regained, or are on the verge of
regaining, pre-crisis GDP levels and will be preparing to
gradually reduce their budget support.

Reform of the stability pact in the euro zone and green
investments

As activity resumes, it is essential that governments do not
consolidate fiscal policy too quickly. Measures must be more
targeted towards sectors and people weakened by the
health crisis and investments must not be sharply reduced.
This is what happened in the Eurozone after the 2008/2009

2 https://lwww.ostrum.com/en/publication/mystratweekly-july-5th-
2021

3 https://www.ostrum.com/en/publication/mystratweekly-may-10th-
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global economic and financial crisis and was a major factor
in its entry into recession in 2012.

In Europe, the rules relating to the Stability and Growth Pact
(limiting the public debt to 60% of GDP and the budget deficit
to 3% of GDP) were temporarily suspended in 2020 to allow
governments to massively boost their economies and limit
the impact of the deepest recession since World War Il. This
resulted in a sharp increase in public deficits: -8% of GDP in
2021 for the Eurozone according to the EC's spring
forecasts, against -0.6% in 2019, as well as in public debt:
102.4% forecast in 2021 against 85.8% in 2019.

The reinstatement of the Stability Pact in 2023 should not
result in a rapid and marked adjustment in public finances.
Discussions have started to reform this pact, the rules of
which have often been broken, without being followed by
penalties®. This is all the more important given that Europe
must invest massively to finance the energy transition and
achieve carbon neutrality in 2050. One way to proceed
gradually with budgetary consolidation without affecting
green investments lies in the fact of reserving them a special
treatment by not including them in the public deficit.
Discussions promise to be intense because of the reluctance
of so-called "frugal" countries attached to respect for fiscal
rules by all.

Conclusion

The latest IPCC report made an alarming finding on global
warming at work and the urgency to intervene quickly,
massively and in a coordinated manner to reduce
greenhouse gas emissions and achieve climate neutrality by
2050, in order to respect the Paris Agreement. To achieve
this, setting a carbon price is quick and easy, but not
sufficient. The various emissions trading and carbon tax
systems that exist around the world must be improved to
encourage companies to reduce their greenhouse gas
emissions. This carbon pricing must be accompanied by
massive investments in green energy, with governments
having a key role to play in attracting private sector funding
and ensuring a just transition. The fiscal consolidation that
will take place once the effects of the Covid-19 crisis have
passed should therefore not be too rapid and significant at
the risk of weakening the recovery and compromising efforts
to achieve climate neutrality. In this context, green
investments could be the subject of special treatment given
the climate challenges.

Aline Goupil-Raguénes
2021

4 https://www.ostrum.com/en/publication/mystratweekly-march-
15th-2021
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Market review

Difficult end of quarter on equity markets
amid an energy crisis and declining
Chinese growth

September is seldom favorable to equity markets. The
nearly 5% drop in the US S&P 500 index last month may be
a warning at the start of a fourth quarter likely to be
undermined by fiscal uncertainties and the energy crisis.

In the United States, a government shutdown was avoided
thanks to the passage of a continuing resolution allowing the
financing of federal spending, on the basis of the last
approved budget, until December 39, 2021. Conversely,
discussions on the two infrastructure plans have stalled.
Progressives in the Democratic Party clash with centrist
senators over funding and the size of the stimulus given the
debt ceiling constraint and the potential political cost of rising
prices ahead of next year's midterm elections. The issue of
the debt ceiling remains unresolved as the date of the
technical default, estimated around October 18%", 2021,
approaches.

In China, economic growth has slowed due to restrictions
imposed by local governments concerned with meeting their
CO2 emission commitments. Prices for thermal coal in
Zhengzhou, China have since exploded to more than CNY
1,330 per tonne from an average of 730 between January
and August. The Golden week in China (October 1-7) may
be an opportunity to announce fiscal or monetary support
measures, including a reduction in the reserve requirement
ratio. Lately, the Chinese government ordered large
companies to secure their energy supplies and coal
production has resumed.

At the same time, higher energy prices put considerable
pressure on producers. The rise in gas has already resulted
in a dozen bankruptcies of companies in the energy sector
in the United Kingdom. High prices in Asia are starting to
index US gas prices, which are now trending towards the $
6 per MMBtu threshold, double the prices at the start of the
year. Price shocks followed one another, and inflation
continue to rise in the Eurozone (3.4% flash in September),
in the United States (4.3% in August according to the PCE
index) or in the United Kingdom (RPI at 4.8% in August).
Inflation will inevitably force central banks to adapt their
rhetoric and ultimately their monetary policies.

Jerome Powell, whose reappointment appears to be on hold
after the forced resignations of two FOMC members due to
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their personal trading activities, now recognizes that the
persistence of inflation reflects the supply-chain bottlenecks,
on which the Fed has no control. The current signs of
stagflation would call for a radically different monetary policy,
but the removal of the Fed's put remains hypothetical.

As for the financial markets, the rise in bond yields is causing
reallocations across equity styles. Growth stocks, which
value take account of high-expected long-term growth,
logically underperformed in this environment. The upturn in
bond yields comes as the dispersion of sector performances
within the S&P 500 stood at its 30-year low in the third
quarter. Maximum performance came from US financials (+
2.3%) while industrial stocks underperformed posting a loss
of 4.6%. Homogenous returns may reflect stakeholder
concerns about the ability of most companies to maintain
high margins in an inflationary environment. It also highlights
the importance of excess liquidity in inflating broad-market
valuation multiples. Equity markets may experience a more
volatile final quarter, as signs of weakening business
surveys begin to weigh on EPS projections. The buy-on-dip
mentality that proved successful so far this year will be called
into question. Financial risks out of China and the energy
crisis indeed call for caution. In turn, European indices are
down almost 3% with a marked underperformance of the
technology sector (-8.95%). Only banks and energy manage
to post positive returns.

The bond market stabilized with the fall in stocks. After
peaking at 1.54%, the T-note ended the week below 1.50%.
The steepening trend continues, with the 30-year-bond yield
hitting 2.10% for the first time since last spring. The US
5s30s spread which flattened after the FOMC steepened
sharply (+ 9bp over a week). The 30-year mortgage rate also
crossed the 3% threshold. Euro bond markets no longer
seem immune to US tensions despite Christine Lagarde's
warning against an overreaction to inflation. The unease is
palpable, but sovereign spreads did remain generally stable.
The Italian 10-year bond spread widened slightly to 104bp.
Net issuance of sovereign bonds will be sharply negative in
October, mainly due to redemptions in France and Spain.
This remains an important factor holding yields lower. Credit
spreads are again proving insensitive to equity volatility, at
least in the investment grade segment. There were some
decompression (also seen in CDS index markets), likely
linked to the improvement in buyer flows on IG credit funds.
The rise in bond yields also spurred institutional interests for
both the sovereign bonds and credit.

On the foreign exchange market, the dollar, driven by
interest rate differentials and its safe haven status,
rebounded strongly. The euro even plunged below $ 1.16,
as cable adjusted lower (£ 1 =$ 1.34).

Axel Botte
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e Main market indicators

G4 Government Bonds

04-Oct-21
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EUR Bunds 2y
EUR Bunds 10y

USD Treasuries 2y
USD Treasuries 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
CDX IG

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

-0.7%
-0.21%

0.28 %
1.47 %

1.01 %
0.05 %
04-Oct-21
35 bp
104 bp
65 bp
04-Oct-21
161 bp
239 bp
388 bp
04-Oct-21
85 bp
43 bp
38 bp
309 bp
04-Oct-21
51 bp
259 bp
53 bp
302 bp
04-Oct-21
363 bp
04-Oct-21
$1.162
$1.362
¥110.9
04-Oct-21
$81.5
$1 768.9
04-Oct-21
4297
3996
6478
28 445
3568
23.43

-1wk (bp)
-1

-1
-1wk (bp)
+1
+3
+2
-1wk (bp)
+2
+1
-3
-1wk (bp)
+1
+1
+1
+21
-1wk (bp)
+2
+16
+2
+9
-1wk (bp)
+11
-1wk (%)
-0.62
-0.61
+0.09
-1wk ($)
$2.7
$18.7
-1w k (%)
-3.28
-4.06
-2.60
-5.94
-2.03
24.89

-1m (bp)
+0

-1m (bp)
+16
+4
+23
-1m (bp)
+0
+1
+2
+15
-1m (bp)
+6
+32
+7
+28
-1m (bp)
+20
-1m (%)
-2.08
-1.6
-0.94
-1Im($)
$9.5
-$54.4
-1m (%)
-5.25
-4.89
-3.17
-2.35
0.03
42.78

YTD (bp)

EUR Bunds 2s10s 49 bp

USD Treasuries 2s10s 119 bp

GBP Gilt 10y
JPY JGB 10y
€ Sovereign Spreads (10y)

YTD (bp)

+88
YTD (bp)
-7
+2
+5
-49
YTD (bp)
+3
+17
+3
+9
YTD (bp)
+11
YTD (%)
-4.85
-0.4
-6.9
YTD ($)
$30.7
-$129.5
YTD (%)
14.41
12.49
16.68
3.65
2.74
2.99

Source: Bloomberg, Ostrum Asset Management
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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 04/10/2021

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 Espafa. 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 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 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
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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

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 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 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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