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L Topic of the week: Xi Jinping Shifts Toward the Private Sector in Response to Internal and External

Challenges

by Zouhoure Bousbih

° Four years after the crackdown, the Chinese private sector has not managed to recover despite numerous declarations
and gestures in its favor from the government.

° Instead of prioritizing a fiscal stimulus plan that would have had short-term effects on Chinese growth, Xi Jinping chose
to encourage an innovative and autonomous private sector to ensure long-term economic success.

° This approach is fully in line with "The New Productive and Quality Forces" plan, which aims to increase China's
productivity, which has remained stable since the 2008 financial crisis, while addressing the country's structural issues.

° The high-tech sector has now become the pilar of China's national competitiveness to face external pressures.

° The regulatory framework should be swiftly relaxed to enable private enterprises to play a crucial role in the national
strategy.

o Market review: Trump puts pressure on European sovereign bond markets
by Aline Goupil-Raguénes

e Concerns about an increase in bond issuances in Europe to finance military investments;
e Tensions on long-term European and Japanese rates contrasting with the easing of U.S. rates;
e The Yen below 150 against the dollar in anticipation of rate hikes by the BoJ;

e  Stock markets slightly down following mixed earnings results.

o Chart of the week

Defense spending 28 a % of GO Recent comments from the new U.S. administration regarding the
war in Ukraine suggest a reduced commitment from the United
States to NATO, prompting European nations to significantly
increase their defense spending.
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85% of Switzerland's gold exports are destined for the United States! The
country has seen an increase in transfers to the U.S. in recent months due to

concerns that tariffs may impact the precious metal.

Source: Bloomberg
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® Topic of the week

Xi Jinping shifts towards the private sector
in response to internal and external
challenges

Four years after implementing a crackdown on the technology sector that penalized
the private sector, the Chinese president recently convened a summit with business
leaders. The private sector plays a crucial role in the Chinese economy, accounting
for 60% of GDP and generating 80% of jobs in the country. Despite its importance,
the sector has faced numerous challenges, including difficulties in accessing credit
and obtaining the necessary permits to operate. What are Xi Jinping's motivations
behind this shift?

The Long COVID of the Chinese Private Sector

Aggressive policies enacted by Chinese authorities since 2020 have inflicted lasting damage on

The tightening of the private sector, which had previously been a key driver of rapid economic growth.

regulations and the

zero-Covid policy Four years later, the private
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Chinese companies, which is precisely the same share held by private enterprises at the end of
2020.

“New Productive and Quality Forces”: The Evolution of the

 Which ho lost Chinese Economic Model

ground compared to

state-owned As key priority on Xi Jinping's economic agenda, the "New Productive and Quality Forces"

enterprises. program refers to the new growth drivers of the Chinese economy, focusing on innovative
technologies in sectors such as information technology, biotechnology, artificial intelligence,
new energy, and advanced materials.

This program aims to achieve three objectives: technological self-sufficiency, rapid industrial
adaptation, and defense automation. Moreover, the "New Productive and Quality Forces"
reveal the multifaceted approach of China's economic policy, which seeks to transform the
economy toward a model of "high-quality growth" while addressing long-term structural
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challenges.
China must urgently

increase its This transition also entails a shift in the country's economic model from one initially based on
productivity to

capital and labor accumulation to a model primarily founded on total factor productivity (TFP).
address the

This concept, derived from economic growth theories, assesses how effectively an economy

demographic o i i
challenge ... utilizes its resources (labor, capital, etc.) to produce goods and services.
The accompanying graph shows the contributions of labor, capital, and TFP to the potential
growth of the Chinese Contributions to China's Potential Growth (ppt)
economy, based on data from * u TP B Labor productivity Capital
Bloomberg. .
Over the past forty years, capital ~ *
and labor have been significant  *
factors driving China's '
o 1 O
... And to avoid economic power. While the TR "
falling into the reforms of 1978 increased o ¢ s 0 PSP S PSS F S S S S S
middle-income trap! productivity in China, it has R
stagnated since the 2008 financial crisis. During this period, Chinese authorities heavily
supported the real estate sector and infrastructure investments, which have not yielded
sustainable growth.
However, considering demographic challenges, China must urgently reconnect with
productivity growth to achieve sustainable and more inclusive development. This context
frames Xi Jinping's symposium with private sector leaders, particularly those from the
technology sector.
The High-Tech Sector : A Pillar of China’s Global
Competitiveness Amid External Pressures
Rather than favoring a fiscal stimulus plan that would provide short-term boosts to growth, Xi
Xi Jinping preferred Jinping has opted to encourage an innovative and self-sufficient private sector to ensure long-

to encourage an term economic success.

innovative and self-

sufficient private DeepSeek reflects the rapid technological advancements made by China since the introduction
sector rather than of U.S. trade sanctions that restricted access to sophisticated chips and integrated circuits,
implement a fiscal

aimed at curbing its technological ascent. This situation has forced China to innovate with
stimulus plan. limited resources. As such, artificial intelligence is fully aligned with the "New Productive and
Quality Forces" initiative, as it requires minimal resources. Consequently, the Chinese
government aims to accelerate the transition toward a technology-driven growth model,

moving away from reliance on the real estate sector.
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The Chinese
government aims to
accelerate the
transition of the
growth model
toward the high-
tech sector.

Regulatory obstacles
to the private sector
will be removed to
give it an active role
in the national
strategy.

Enhancing your
power to act

The accompanying graph illustrates the changes in business entities and employment across
various economic sectors from
2018 to 2023  (Source:
Bloomberg Economics).

Changes in Business Entities and in employment by
sectors (2018-2023)
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During the symposium with leaders from the Chinese technology sector, President Xi Jinping
committed to providing robust and consistent support for the private sector while encouraging
entrepreneurs to leverage their skills and make meaningful contributions. Authorities are
expected to implement targeted measures to address the challenges faced by private
enterprises and create a favorable business environment to enhance sector confidence.

Several measures have been proposed to support the development of the private sector. China
plans to expedite the revision of its negative list to eliminate market access barriers for private
enterprises. The government also seeks to involve private enterprises actively in the
implementation of national strategies and infrastructure improvement programs. Legislation
favoring the private sector should also be strengthened, particularly concerning the legal
protection of businesses.

Conclusion

In the face of external pressures, Xi Jinping has pivoted toward the private sector,
positioning it as a cornerstone of national competitiveness. This strategy aligns with
his plan for "New Productive and Quality Forces," aimed at reviving productivity,
which has remained stagnant since the 2008 financial crisis. This approach also
addresses structural issues such as demographic challenges and aims to avoid the
middle-income trap. The Chinese government therefore seeks to accelerate the
transition of its economy toward high-tech sectors, particularly artificial
intelligence, breaking away from its previous growth model based on real estate.
Chinese authorities are considering expediting the removal of financial barriers and
access constraints to ensure that private enterprises play an active role in
implementing national strategies.

Zouhoure Bousbih
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® Market review

Trump puts pressure on European
sovereign bond markets

The prospect of increased bond issuances to finance the rise in military spending
weighed on European interest rate markets.

The week was once again marked by Trump's statements and the first discussions
between the United States and Russia regarding a ceasefire, sidelining the EU and Ukraine.
While the American market was closed on Monday, European sovereign rates rose sharply
in response to the Munich conference. The EU suddenly realized that it could no longer
rely on the United States for its defense. The prospect of increased bond issuances to
finance military spending weighed on European rates. In this context, the European
Commission proposed suspending the rules of the Stability and Growth Pact for defense
investments for requesting countries. Discussions are underway to find sources of
European funding, such as unused funds from NextGeneration EU; however,
disagreements persist regarding any potential new European financing. In this context,
the German 10-year yield rose to close at 2.56% on Wednesday, before easing for the rest
of the week, ending up 4 basis points for the week at 2.47%. This easing at the end of the
week was partly linked to the S&P global survey, which revealed stability in eurozone
activity for the second consecutive month in February. The French spread remained
relatively unchanged despite a report from the Court of Auditors revealing a significant
deterioration in the financial situation of the pension system over the next 20 years. The
Italian spread tightened by 2 basis points, benefiting from the success of the BTP Valore
Piu issuance, aimed at households (with demand of €14.9 billion). Tensions were stronger
on British and Japanese rates (+7 basis points). This led Governor Ueda to state that the
central bank might intervene in the event of excessive pressure on rates. Stronger-than-
expected growth and inflation at a two-year high (4% in February) foreshadowed another
rate hike by the Japanese central bank. The Reserve Bank of Australia, on the other hand,
lowered its rates by 25 basis points for the first time in over four years while being cautious
about the pace of future cuts due to a tight labor market. American rates, however,
slightly decreased over the week: -2 basis points for the 10-year rate, at 4.46%, after
experiencing pressure on Tuesday. The Fed Minutes indicated that it was notin a hurry to
lower rates again, given somewhat high inflation and risks related to upcoming measures
from the new administration.

The dollar slightly declined over the week despite Trump’s threat of new tariffs: +25% on
cars, semiconductors, and pharmaceuticals. He has until April 2 to make a decision. The
yen benefited from the prospects of rate hikes by the BolJ, falling back below 150 against
the dollar. Stock markets experienced a slight decline over the week: -0.50% for the S&P
500 and -0.7% for the Nasdaq. Walmart's weaker-than-expected outlook notably raised
concerns about the robustness of American household consumption. In Europe, the
Eurostoxx 50 fell by 0.3%, as did the CAC 40. Both have seen a significant increase since
the beginning of the year (nearly 12% and just over 10%, respectively), catching up with
their lag behind the United States. Finally, in China, the Hang Seng index rose by 3.8%,
driven by Alibaba's profit outlook.

Aline Goupil-Raguénes
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Main market indicators

G4 Government Bonds 24-Feb-25 1wk (bp) 1m (bp) 2025 (bp)
EUR Bunds 2y 2.09% -6 -21 +0
EUR Bunds 10y 2.46% -3 -11 +9
USD Treasuries 2y 4.21% -5 -5 -3
USD Treasuries 10y 4.42% -6 -20 -15
USD Treasuries 2s10s
GBP Gilt 10y 4.56% +3 -7 -1
JPY JGB 10y 1.43% +7 +14 +13
France 75 bp +3 +1 -8
Italy 107 bp +1 -2 -8
Spain 63 bp +2 +2 -6
Inflation Break-evens (10y) 24-Feb-25 1wk (bp) 1m (bp) 2025 (bp)
EUR 10y Inflation Swap 1.99% +1 -5 +6
USD 10y Inflation Swap 2.56% -3 +2 +9
GBP 10y Inflation Swap 3.53% -1 -6 +1
EUR Credit Indices 24-Feb-25 1wk (bp) 1m (bp) 2025 (bp)
EUR Corporate Credit OAS 87 bp -2 -10 -15
EUR Agencies OAS 52 bp -1 -5 -10
EUR Securitized - Covered OAS 48 bp -3 -4 -9
EUR Pan-European High Yield OAS 294 bp -2 -21 -24
iTraxx 1G 52 bp +1 -1 -5
iTraxx Crossover 285 bp +6 -4 -29
CDX IG 48 bp +2 +1 -1
CDX High Yield 303 bp +11 +7 -9
Emerging Markets 24-Feb-25 1wk (bp) 1m (bp) 2025 (bp)
320 bp +7 0 6
Currencies 24-Feb-25 1wk (%) 1m (%) 2025 (%)
EUR/USD $1.048 -0.048 -0.172 1.2
GBP/USD $1.264 0.135 1.266 1.0
USD/JIPY JPY 149 1.467 4.474 5.3
Commodity Futures 24-Feb-25 -1wk ($) -1m ($) 2025 (%)
Crude Brent $74.2 -$1.1 -$3.4 -0.1
Gold $2941.1 $44.5 $170.5 12.1
Equity Market Indices 24-Feb-25 -1wk (%) -1m (%) 2025 (%)
S&P 500 6013 -1.67 -1.44 2.2
EuroStoxx 50 5461 -1.07 4.62 11.5
CAC 40 8117 -0.88 2.39 10.0
Nikkei 225 38 777 -0.95 -2.89 -2.8
Shanghai Composite 3373 0.51 3.70 0.6
VIX - Implied Volatility Index 18.21 23.29 22.63 5.0

Source: Bloomberg, Ostrum AM
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Additional notes

Asset management company regulated by AMF under n° GP-18000014 — Limited company with a share capital of 50 938 997 €. 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 24/02/2025

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 Retall
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 Mendes France,
75013 Paris.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux Collége 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
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 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 nhumber 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 Inve stment
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 Comision 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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