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Topic of the week: What are the risks for 20227

We publish a special weekly with four short articles. We presented our
views for 2022, here we present four risks, which we will have to keep

in mind for the coming year; P
The four risks we describe are: (1) a growth risk on emerging countries ‘&f\

(2) arisk on European energy policy, (3) arisk on excessive valuations Stéphane Déo

(4) arisk on European recovery plans; Head of markets strategy

. . Lo stephane.deo@ostrum.com
Needless to say, a risk does not necessarily materialize; these are

alternative scenarios. If we expected these “risks” to materialize, they
would have been included in our central scenario.

Market review: Lessons from 2021

Covid crisis disrupts supply chains, inflation up sharply

Tensions on energy and food commodities

Record levels on equities, emerging markets lag Axel Botte
) ) Global strategist
Strong dollar, yuan resists Chinese real estate woes axel.botte@ostrum.com

Higher yields, but credit spreads hold firm.
Chart of the week

World confirmed covid cases and deaths
(variations over a week) The progression of the pandemic remains one of
the major elements for the markets. The number
of cases is still growing strongly and does not yet
'| show any signs of slowing down. On the other
hand, the number of deaths remains at relatively

low levels.
"'J l'JJ\\ -’rf\\\ ™ “iAJ
{f' 'w/ L)'MJ/ 7 As a result, for the moment, containment i
P measures remain moderate compared to what Zouhoure Bousbih
L— Sources: Bloomberg, Ostrum AM we have seen previously and the impact on the Emerging countries strategist
23 8: economy is considerably lower than in previous zouhoure.bousbih@ostrum.com

waves.

Vaccination but also the characteristics of the
virus explain this trend.

Figure of the week

Aline Goupil- Raguéneés
Developed countries strategist
aline.goupil-raguenes@ostrum.com

Temporary solution, but for now effective.

The number of LNG cargo ships diverted from Asia to
I I provide gas to Europe and alleviate price tensions.

Source : Ostrum AM
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eTopic of the week

What are the risks
for 20227

For this new season, we publish a rather special weekly with
four short articles. We presented our views for 2022, here
we present four risks, which we will have to keep in mind for
the coming year.

Each member of the strategy team poses a risk to you:
- Agrowth risk on emerging markets
- Arrisk to European energy policy
- Arisk on excessive valuations
- Arisk on European recovery plans

Needless to say, a risk does not necessarily materialize;
these are alternative scenarios. If we expected these “risks”
to materialize, they would have been included in our central
scenario.

The whole team would like to take this opportunity to wish
you and your loved ones a great year 2022.

Enhancing your
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The extremely accommodative monetary
policy of the main central banks as well as the
significant  financial support of the
international community  explain the
resilience of emerging markets in 2021. In
2022, they will have to face many headwinds:
the rise in food prices, the resurgence of the
pandemic, the Chinese slowdown, but
especially the Fed’s «tapering». Their
resistance will be tested.

The chart below is the one that best illustrates the behavior
of emerging markets in 2021. It represents the risk premium
of external sovereign debt (spread of the JPM EMBIGD
index) and local interest rates (Bloomberg Barclays local
debt index).

and

In 2021, the credit profile of emerging countries (JPM
EMBIGD spread) did not deteriorate in a context of rising US
long-term interest rates. Only local interest rates were driven
by US interest rates.

However, there was no “tantrum” as in previous episodes of
stress on the asset class (chart below). External (JPM
EMBIGD) and local (JPM GBI-EM) sovereign yields
remained relatively stable in 2021. The ultra-accommodative
monetary policies of the main currency markets but, above
all, the significant financial support of the international
community explain the resilience of the asset class in 2021.

1 MyStratweekly : Africa: Covid-19 has awakened its old
demons.
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Emerging markets sovereign debt yields
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The emergence of a new virus, Omicron, and the prospect
of higher US interest rates next year have heightened fears
about many emerging countries that may not recover from
the pandemic next year. This is particularly the case in many
sub-Saharan African countries.1

The downward revision of the growth outlook has raised
concerns about the fiscal situation in many countries. The
budgetary problems had been hidden because international
interest rates were low and the health risk seemed to be
eliminated?. An increase in US interest rates may therefore
penalize countries with a high dollar debt, but also those that
have financed themselves through their own bond markets,
as interest rates increase everywhere. This is the case with
Brazil, South Africa and India. Many emerging central banks,
including the one in Brazil mentioned above, have raised
their key interest rates several times to curb the acceleration
of inflation, which also increases their borrowing costs.

Asia was hard hit by the resurgence of the epidemic (delta
variant) during the summer, which slowed its economic
recovery and also explains the low inflation. Moreover, Asia
does not have the inflation problem that other emerging
countries may experience, because the rise in food prices is
mainly linked to wheat. The majority of countries in the
region are high rice consumers, as shown in the graph
below, which shows the ratio of rice consumption to wheat
consumption in a few representative countries.

2 MyStratweekly: EM after Jackson Hole: no tantrum but
concerns.
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Rice consumption/ wheat consumption ratio
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(It is interesting to note that the ratio for China is almost 1,

which reflects the high standard of living of the Chinese
population who consume more meat and bread.). Monetary
policy should remain accommodative in the region and
accompany the economic recovery that has resumed
following the lifting of mobility restrictions put in place to curb
the spread of the epidemic. South Korea, which raised its
key interest rate this year, should remain the only exception
in the region. On the fiscal front, overall, countries are
relatively low in debt and have room for manoeuvre to
support activity.

China was the first country to emerge from the pandemic in
2020 (and one of the few countries to have recorded positive
growth at 2.3%), but this year the recovery has been slower
linked to the delta variant and its “zero Covid” strategy that
has penalized household consumption. China has also
experienced two crises: a real estate crisis related to the
tightening of regulation on the sector, and an energy crisis
reflecting its energy transition. The Chinese authorities aim
to achieve carbon neutrality in 2060 and a peak in pollutant
emissions in 2030. Regulation has also been strengthened
in a wide range of sectors such as fintech, internet and
online gaming. This reflects a reversal in the country’s
economic policy, which has new objectives: better quality
growth, more inclusive (fighting income inequality), greener
growth and financial stability.

This transition to this new political regime could make
China’s growth more sustainable in the long term, but it
creates significant distortions on short-term growth. The
Chinese authorities aim to stabilize growth in 2022, which is
expected to slow to 5%. Monetary policy has become less
restrictive to support the real estate sector, which considers
a risk on Chinese growth, but also for the country’s largest
private sector employment pool.

The international financial environment also does not help
China. The divergence of monetary policies with the United
States is glaring, reflecting two different situations in terms
of inflation and the level of the recovery. The chart below
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illustrates this perfectly by comparing the implicit interest
rates at 1 year (market operators' expectations on the
evolution of key interest rates in the future).

Large divergence in monetary policy betwen and

12 month implicite rate US 12 month implicite rate China

Sources: Bloomberg, Ostrum AM
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This should result in a widening of the interest rate
differential between the two countries that should benefit the
dollar. However, the stabilization of growth also requires a
stable yuan against the dollar, which explains the recent
increase in the rate of reserve requirements in foreign
currencies (from 7% to 9%) of Chinese banks, to slow the
appreciation of its currency. The strengthening of the dollar
is expected to curb global trade volumes through the
financial channel and cancel out all competitive advantages
of other currencies. The most sensitive to a strong dollar are
companies exporting intermediate goods. Foreign trade has
been the engine of China’s growth since the beginning of the
pandemic. The more the Fed tightens its monetary policy,
the more the Chinese central bank will relax to support
domestic demand.

Finally, China will inaugurate the Winter Olympics on
February 4 and already several countries like the United
States, Canada, Australia and Canada have announced a
diplomatic boycott. The world will probably be divided in two
on February 4 between those that follow the United States
or China. A non-cooperative world is harmful to the growth
of emerging countries.

Zouhoure Bousbih
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A net-zero world economy will require unprecedented and
durable global cooperation. Yet the chaotic fall 2021 has
shown that tensions over energy resources are not a thing
of the past. Aligning everyone’s interests will not come
without conflicts. Thus, Europe faced staggering electricity
prices forcing businesses to shutter and some energy firms
to declare bankruptcy, most notably in the United Kingdom.
Vladimir Putin took advantage of Europe’s struggles to
leverage Russia’s natural resources. In China, blackouts led
authorities to order state-owned energy companies to
secure supplies for winter at any cost. Across the Pacific
Ocean, the US pressed OPEC to raise output, which only
highlights the current limits of US energy independence.
Risks from unreliable energy supply may linger into 2022
and beyond, with the potential to disrupt financial markets.

In an ideal world, the transition to clean energy would
mitigate confrontation regarding access to natural resources
energy in addition to fighting climate change. Instead, new
forms of conflict will likely emerge. The global energy supply
chain requires reshaping for the world to avoid major
upheavals. However, fossil fuel suppliers, chief among them
Russia and Saudi Arabia, will have considerable leverage
for years to come. Even when (if) the world will achieve net
zero emissions (presumably by 2050), it will hardly be the
end of fossil fuels. The International Energy Agency
estimates that global demand for natural gas in 2050 will still
hover about half of today’s level. Likewise, the World may
still need one quarter as much oil. In this context,
divestments from oil companies may raise concerns about
capital expenditure in the industry for years to come. Higher
volatility in prices and occasional energy shortages appear
likely as fossil fuel supply declines faster than demand and
in a less predictable manner. OPEC+, which already
controls most of world’s spare capacity, will gain from a more
concentrated global production. To be clear, these short-
term perils are not arguments to slow the energy transition,
but the unintended consequences of the shift should not be
ignored. The pace of the transition may slow if energy supply
becomes less reliable since the geopolitics of energy will
outlast the foreseen decline in fossil fuel demand. For this
reason, the US shale oil industry might endure despite
enhanced commitments to net zero from the US
government. Natural gas markets are prone to the same
dynamic, as countries with strong climate commitments
reduce their output. Europe will become ever more
dependent on Russian gas. The approval of Nord Stream 2
pipeline from Russia to Germany remains pending (perhaps
until March 2022) given the risk of a Russian invasion in
Ukraine. The alleged NATO expansion indeed collides with
the geopolitics of energy.
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The clean energy revolution may also yield a new
superpower, which will be in a position to set infrastructure
standards for the international trading of low-carbon fuels
like hydrogen and ammonia that are key to net zero world.
The leverage resides in the ability to export domestic
systems to optimize electric grids or manage consumer
demand. It could be critical for nuclear power. On IEA
estimates, nuclear energy generation will have to roughly
double to meet the net zero target, given that electrification
is often the cheapest way to decarbonize sectors (including
cars, heating) relying heavily on fossil fuels, provided that
electricity generation is indeed carbon-free. Russia is a
major exporter of nuclear technology, and so is China. The
ability to impose international operational and safety
standards will give an edge to domestic producers. In
comparison, the US only accounts for 2% of reactors under
construction outside Russia’s borders. Furthermore, clean
energy technologies, including wind turbines and electric
vehicles, use minerals such as cobalt, lithium, nickel and
rare earths. Demand for these minerals may increase sixfold
on average by 2040. Whilst poor countries (RDC for cobalt
for instance) may find it hard to exert pressure on supply, it
is worth keeping in mind the Chinese embargo on rare earth
exports to Japan in 2010 in the context of tensions in East
China sea. In addition, China not only controls much of the
mining of such minerals, but also has unparalleled capacity
to refine and process rare metals. Moreover, the
manufacturing of clean energy components (semiconductor
wafers used in solar panels for instance) could be critical.
Some states with significant renewable energy capacities
(including Saudi Arabia given low-cost solar energy) will be
well positioned to attract production of green hydrogen.
Before green hydrogen becomes dominant, blue hydrogen,
derived from natural gas using carbon capture techniques,
will prevail, presumably to the benefit of the US and Qatar.
With the issue of clean energy output comes the risk of
protectionism. The EU’s border adjustment tax (BAT) related
to greenhouse gas emissions may be used to shelter
domestic production from ‘dirty’ global competition. It is no
stretch of imagination that the BAT could be used to target
countries based on their carbon emissions.

Axel Botte
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The observation is indisputable, the valuations of the equity
markets are tense, even at the highest historical on some
metrics. The idea that these valuations are excessive has
been mentioned for a long time even though it has not led to
a market correction. If valuations are debated it is also for an
implicit hypothesis: an expensive market is a market that
risks correcting. So it's a danger signal.

The reality is much more complex however, valuation, perse,
are not a sufficiently reliable signal. Below we use the S&P
data that allow us to go back to 1954. The chart below
shows, depending on the initial level of the market's PE,
what has been the probability of a bull market of the following
12 months. When the PE is above 22.5, the historical
probability of having a bull market is desperately close to
50%. Valuation have a predictive power equivalent to that of
a coin tossing.

% of positive market performance over one year
depending on P/E (S&P 500)
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One might object that, when valuations are high, corrections
can be large while bull markets are much more limited. A
very fair point, alas data again are against that intuition. With
high PE the historical return of the stock market 12 months
hence is basically zero.

Market Performance over 12 months
Depending on P/E (S&P 500)
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The conclusion is straightforward:
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In that case the market is quite likely to enter a bull rally.
However,

We mentioned it, reality is more complex, and so we used a
more sophisticated approach, using a partition algorithm,
with the idea to find the conditions that lead to a market
correction.

The conclusion can be found in the decision tree below. And
the findings are instructive: the danger zone, from an
historical perspective, is when the markets’ PE exceeds
16,2. Passed that point, the market return over the following
12 months has been on average 6.0% and the market has
been up 76% of the time. But there is a sharp contrast when
the level of corporate profits is also elevated: a PE above
16.2 associated with profits 18.6% above their long-term
trend form a very nasty cocktail indeed. When it has been in
that configuration, the market has lost on average 11.9% the
following 12 months and it has been up only 15% of the time.
Meanwhile, the same stretched valuation while profits are
close or below their long-term average, leads to a far less
anxiogenic situation. That configuration has led to positive
returns 76% of the time with an average performance of
8.6%.

Decision tree
market performance over one year

PE > 16,2
yes no

Profits 19% too high
‘ yes no ‘

Av. perf:-11.9%
% of bull mrkt: 15%

Av. perf: +8.6% Av. perf: +12,9%
% of bull mrkt: 76% % of bull mrkt: 88%

Sources: Ostrum & Bloomberg

The current situation undoubtedly places us in a situation of
tense valuations, but it also quickly brings us closer to a high
level of profits, we were at the end of the year 2021 6.0%
above the long-term trend, while we were still slightly below
six months earlier. If we are not strictly speaking on the
danger zone identified by our model we get closer to it very
quickly.

This promises a much more nervous market. Our argument
throughout last year was that stressed valuations were not
enough to justify a prudent attitude on equities and that part
of the adjustment would come from profits, which would
therefore validate, ex post, stressed valuations. That
argument is no longer valid and we are therefore entering a
much more complicated area for the equity market. The year
2022 could be much more turbulent than the previous one.

Stéphane Déo
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Given the shock of unprecedented magnitude linked to the
Covid-19 crisis, the 27 adopted in July 2020 a historic
agreement: the Next Generation EU recovery plan. For the
first time, the European Union can issue massive debt (800
billion euros over 6 years) on behalf of all countries and
payments will be made partly in the form of grants (non-
refundable) and loans at attractive rates. The countries most
affected by the Covid-19 crisis will receive higher amounts
as a proportion of their GDP. To benefit from these funds,
each country will have to spend at least 37% in energy
transition, 20% in digital and adopt a number of reforms in
accordance with the recovery and resilience plans
presented to the European Commission (EC).

In 2021, 18 of the 22 countries whose recovery and
resilience plans have been approved by the EC received
13% pre-financing under Next Generation EU. From 2022,
the disbursement of funds is conditional on the achievement
of the intermediate stages and targets set by each country
in agreement with the EC. As Europe faces a strong
resurgence of the Covid 19 epidemic, households are
suffering purchasing power losses linked to the sharp
acceleration in inflation, and elections will be held in some
countries, the risk is that some of them will be late in
achieving the investments and reforms to be carried out.

To date, Spain is the first economy to benefit from a positive
preliminary assessment from the EC for the payment of a
first installment under Next Generation EU. It provided proof
of the completion of the 52 necessary steps. This
assessment has yet to be approved by the executive and
finance committee. Its agreement will allow the payment of
10 billion euros in subsidies, after 9 billion received in
August, out of a total of 69.5 billion requested. Payment of
the other installments (maximum 2 per year) will depend on
the achievement of the targets set.

If Spain has achieved most of the 52 necessary milestones
by the end of Q2 2021, it will likely be more difficult to adopt
the reforms planned thereafter. The government has
struggled to adopt the labor market reform and next year is
scheduled for the one on pension funding. In addition, the
funds of Next Generation EU being disbursed for the most
part over the period 2021 to 2023, this represents a large
amount of investments to be made in a short time. However,
Spain, like many European countries, including lItaly, only
very partially used the European funds that were at its
disposal (Spain used less than 50% of European investment

Enhancing your

power to act

and structural funds on the period 2014-2020).

In Italy, the short-term risk lies in the presidential election
due in January 2022. If Mario Draghi is elected, he will no
longer be the head of the current national unity government.
This will constitute a risk for the continuation of the reforms
and investments to be adopted to benefit from the 191.5
billion euros requested from the European Union (including
68.9 billion in subsidies). If Mario Draghi remains Prime
Minister in 2022, tensions could however begin to appear at
the end of the year within the government in the perspective
of the legislative elections scheduled for 2023, which could
be likely to weigh on the dynamics of the reforms to be
adopted.

If countries fail to make the necessary investments and
reforms on time, the disbursement of EU funds will be
delayed, which will weigh on their growth prospects and
worsen the outlook for deficit and public debt expressed as
a% of GDP. This will be likely to generate fears on the part
of investors vis-a-vis the countries most weakened by the
crisis, which are also the most indebted, since they will run
the risk of not benefiting in time from the requested
subsidies.

This will result in tensions on the rates of these countries, a
widening of the spreads compared to Germany, making the
financing conditions of households, companies and
governments less accommodating and complicating the task
of the ECB in the need to maintain a very accommodative
monetary policy for all the countries of the euro area.

Aline Goupil- Raguéneés
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Market review

A year of contrasts between stock market
frenzy, inflationary risks and the health
crisis

The year 2021 goes down in history as a very good vintage
for stock markets, with total returns between 20% and 30%
in developed countries. The acceleration in inflation, the
woes of Chinese real estate developers and Xi Jinping’s
crackdown on tech, however, weighed heavily on emerging
markets. The erroneous judgment of ‘transitory’ inflation
made it possible to maintain an expansionary monetary
policy for most of last year. The US Central Bank eventually
announced a belated change in policy at the end of the year
by reducing its purchases and raising its interest rate
projections. The dollar has strengthened against all
currencies except for the Chinese yuan, which is tightly
controlled by the PBoC. Emerging market currencies
depreciated, in particular the Turkish lira penalized by a
heterodox easing of monetary policy despite an inflationary
spiral. Bond yields rallied from low levels in 2020. Rising
inflation expectations played a big part in this rally.
Quantitative easing and endless budget talks in the US
Congress put a ceiling on T-note yields around 1.50% by
year-end.

The stock market year got off to a flying start amid a rapid
development of the market for SPACs in the United States.
The activity of these acquisition vehicles eventually slowed
down in the second half, but their available capital still
represents $ 180 billion at the end of the year. In the first
quarter, stock market raids by individual investors, possibly
deprived of sports betting by the pandemic, on a limited
number of small discounted stocks. The hunt for short sellers
of the so-called ‘meme’ stocks hit several hedge funds amid
insane volatility due to the massive trading of short-dated
options. Speculation has not stopped in the cryptocurrency
world. Ethereum and Bitcoin still outperformed the stock
market in 2021 despite a December downturn traceable to
the hawkish turn in monetary policy. The volatility of
cryptocurrencies is 4 to 5 times that of the Nasdaq. These
cryptocurrencies appear to have replaced gold as a safe
haven asset in the context of rising inflation, as gold stayed
stable in 2021 around $ 1,800 an ounce.

The strong economic recovery and liquidity conditions were
a favorable backdrop for equity markets. The S&P gained
27%, with energy taking over from mega-caps during the
year. In Europe, the sharp rebound in bank stocks contrasts
with poor performance from real estate companies (German)
and sectors sensitive to the pandemic like transport stocks.
Profit margins held up despite rising costs, but utilities
lagged due to higher gas prices amid tensions in Eastern
Europe. The CCP's policy of "common prosperity” also
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weighed heavily on the tech giants of the Middle Empire. The
financial difficulties of real estate developers also explain the
underperformance of the Hang Seng (-15%).

The year in bond markets was shaped by inflation risks,
stemming from supply logistics problems and shortages of
raw materials and components. Early on, the Treasury bond
market priced in higher inflation. The T-note yield hit its
annual high of 1.74% at the end of March. The inertia of
monetary policy justified by supposedly transient inflation
eventually reversed the upward pressure on yields.
Maintaining QE above net Treasury bond issuance helped
bring 10-year yields down to 1.12% by mid-summer. The
induced excess liquidity, the counterpart of a shortage of T-
bills, then forced banks and money market funds to park
more than $ 1 trillion at the Fed. Powell's change of heart
after Jackson Hole nevertheless allowed for a gradual rise
to above 1.5%, though real yields (-1% at 10 years) remain
deeply out of line with strong economic growth. In the euro
area, the Bund (+ 39bp in 2021) followed the T-note initially
trending higher before sliding back towards -0.50% in mid-
summer. In Italy, the appointment of Mario Draghi as Prime
Minister reassured market participants, with the spread on
BTPs narrowing to yearly lows of 90bp. However, Draghi’s
future on hold as President Mattarella’s 7-year mandate
ends in early 2022 and the slowdown in ECB asset
purchases sent Italian spreads back above 130bp at the end
of the year. The first disbursements of the European
recovery plan (NextGen EU) have nevertheless enabled
Spain and Portugal in particular to reduce their borrowing in
2021 significantly.

Credit spreads (+ 3bp in 2021) traded sideways for most of
the year despite a more difficult fourth quarter. The favorable
environment for risky assets resulted in positive
performances of subordinated financial debt. High yield
ended the year with a bang with spread tightening by more
than 40bp in December. The default rate limited to 1-2% in
Europe and rating upgrades allowed for performance of 3 to
5% total returns depending on the market segment. The
Chinese high yield market however took a nosedive on the
back of financial stress in the real estate sector.

Finally, the US dollar strengthened (+ 5% against the euro).
In contrast, the yen regained its status as a funding currency.
The PBoC enforced a stable Chinese yuan in the context of
the real estate crisis. Emerging currencies depreciated
despite  monetary tightening. The Turkish lira, under
constant political pressure, loses a third of its value, as
runaway inflation weighs on local rates. On the other hand,
USD-denominated emerging bond markets (+ 14bp)
resisted the appreciation in the greenback.

Axel Botte
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e Main market indicators

G4 Government Bonds
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EUR Bunds 10y

EUR Bunds 2s10s
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JPYJGB 10y

€ Sovereign Spreads (10y)

France
ltaly
Spain

Inflation Break-evens (10y)

EUR 10y Inflation Swap
USD 10y Inflation Swap
GBP 10y Inflation Swap

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

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

iTraxx IG
iTraxx Crossover
CDXIG

CDX High Yield
Emerging Markets

JPM EMBI Global Div. Spread
Currencies

EUR/USD
GBP/USD
USD/IIPY

Commodity Futures
Crude Brent
Gold

Equity Market Indices

S&P 500

EuroStoxx 50

CAC 40

Nikkei 225

Shanghai Composite

VIX - Implied Volatility Index

03-Jan-22 -1wk (bp) -1m (bp) 2021 (bp)
-0.6 % +4 +14 +10
-0.15% +10 +24 T
46 bp +6 +10 +33
0.78 % +9 +20 +66
1.59 % +12 +25 ¥ 68
81 bp +3 +5 +1
0.97 % +5 +16 +77
0.07 % 1 2 "o
03-Jan-22 2021 (bp)
36 bp -1 +1 +13
132 bp 4 +2 Y
72 bp 4 2 ¥ 40
03-Jan-22 2021 (bp)
202 bp -4 +5 -
279 bp +5 +12 +1
419 bp -2 -23 +0
03-Jan-22
95 bp -1 -13 +3
49 bp -1 -2 g +8
46 bp 2 -3 +13
318 bp -5 -37 -40
03-Jan-22
48 bp 0 -10 0
242 bp 0 -41 0
50 bp +0 -8 0
295 bp +5 -35 g +1
03-Jan-22 -1wk (bp) -1m (bp) 2021 (bp)
369 bp -4 23 +17
03-Jan-22 -1wk (%) -1m (%) 2021 (%)
$1.130 -0.27 -0.17 -7.6
$1.344 -0.02 +1.52 -15
¥115.32 -0.36 -2.19 -11.6
03-Jan-22 -1wk (%) 2021 (%)
$78.4 $0.2 $8.9 52.4
$1802.5 -$5.8 $19.2 -4.9
03-Jan-22 -1wk (%) -1m (%) 2021 (%)
4781 -0.21 5.35 27.3
4 340 1.22 6.37 22.2
7232 1.29 6.90 30.3
28792 -0.02 3.49 4.9
3640 0.60 0.90 4.8
17.39 -1.64 -43.30 -23.3

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 03/01/2022

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified
or Institutional Investors and, when required by local regulation, only at their written request. This material must not be used with Retail
Investors.

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. or one of its branch offices listed below.
Natixis Investment Managers S.A. is a Luxembourg management company that is authorized by the Commission de Surveillance du
Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis Investment
Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment Managers S.A.,
Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente
1, 20122 Milan, ltaly. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB
88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis
Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands.
Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office).
Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano
n°90, 6th Floor, 28006, Madrid, Spain. Belgium: Natixis Investment Managers S.A., Belgian Branch, Louizalaan 120 Avenue Louise,
1000 Brussel/Bruxelles, Belgium.

In France: Provided by Natixis Investment Managers International — a portfolio management company authorized by the Autorité des
Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public limited company (société anonyme)
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre 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 Zdirich.

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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