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In the span of a few weeks, the United Kingdom and France have announced early elections. Concerns arise
over potential tensions on French and European rates ahead of the US presidential election later this year.
In the emerging world, the Mexican and South African elections have led to a sharp decline in the peso and
the rand.

Thus, political risk resurfaces as the Eurozone economy was experiencing a nascent recovery. Economic
activity is now moderating in the United States but remains in line with its potential. Chinese growth, driven
by exports, is now subject to the reflex of American and European protectionism.

The ECB has lowered its deposit rate to 3.75% despite upwardly revised inflation forecasts for 2025. The
Bank of Canada also seems to be embarking on an easing cycle, but other central banks, such as the Reserve
Bank of Australia and the Reserve Bank of New Zealand, are more cautious. The Fed is scaling back the
expected rate cuts this year, but its quantitative policy has already been eased.

This monetary environment provides support for risky assets, but also poses a risk for inflation. Long-term
interest rates may have already hit their 2024 peaks around 4.50% in the United States and 2.70% on the
Bund. Sovereign spreads, currently narrow, are once again subject to political risk. Credit benefits from the
narrowing of swap spreads, and high yield presents stretched valuations but remains in line with the low
default rate. Stock market indices continue to be driven by a few large American companies, masking
lackluster performance in smaller capitalizations. However, inflation allows for a delay in the normalization
of margins.
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ECONOMIC VIEWS

Three themes for the markets

1- Monetary policy

The ECB has lowered interest rates without committing further, given the inflation outlook for 2025.
Meanwhile, the Fed anticipates one to two rate cuts this year, acknowledging the slow pace of disinflation.
Monetary policy has eased in Canada, but other central banks remain cautious about inflation.

The BolJ is gradually reducing its QE to support the yen and is expected to raise rates again in the second half of
the year.

2- Inflation

After an initial phase of rapid disinflation, the second phase is proving to be slower, partly due to wage pressures.
In the United States, inflation is slow to return to target. It decreases slightly to 3.4% in April, with the core index
at 3.6%.

In the Eurozone, inflation rebounded to 2.6% in May, with the core index at 2.9%. Service sector inflation remains
close to 4%.

In China, inflation remains almost non-existent, at 0.3% in May, due to weak domestic demand.

3- Growth

In the United States, the slower growth in the first quarter signals a return to potential in line with the
normalization observed in the labor market. The unemployment rate stands at 4% in May.

After a contraction in the second half of 2023, the Eurozone is experiencing an upturn, including in Germany. The
political risk is a concern.

In China, the first quarter of 2024 has seen positive growth surprises, driven by exports. However, the escalation
of protectionism poses a potential obstacle to the recovery.

Perspectives —June 2024



Enhancing your

Ostrum RS

KEY MACROECONOMIC SIGNPOSTS

United States

United states 2024 2025
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 2024 2025

GDP (QoQ ar)

Ostrum 1.3 2.0 2.0 2.0 1.5 1.5 2.0 2.0 2.4 1.7

Consensus 1.3 2.1 1.7 1.6 1.8 1.9 2.0 2.0 2.4 1.8
Inflation

Ostrum 3.2 3.2 3.0 3.5 3.4 3.0 2.9 2.8 3.3 3.0

Consensus 3.2 3.4 3.1 3.0 2.6 2.4 2.3 2.3 3.2 2.4
Core inflation

Ostrum 3.8 3.5 3.6 3.9 3.7 3.5 3.2 3.0 3.7 3.3

e The U.S. economic growth slowed to 1.6% in the first quarter. However, private consumption and
investment (excluding stocks) remained robust. Petroleum product exports declined in March, resulting
in a negative contribution to the trade balance (-0.9 percentage points between January and March).
The housing sector surged by 13.9%, but there was an unexpected drop in military spending (-0.6%).

e The federal deficit is expected to reach around $1.6 trillion in 2024. Tax revenues saw a rebound in April,
particularly from capital gains taxation. A $95 billion package for military aid (to Ukraine, Israel, and
Taiwan) was approved.

e Financial crisis risks remain contained. The NYCB incident is seen as a reflection of Signature Bank and
not a precursor to a banking crisis. Household balance sheets remain healthy, but there is a concern
about the rise in credit card defaults, with annual interest expenses exceeding one trillion dollars.

® The unemployment rate remains below its equilibrium level (4-4.5%). The Fed does not anticipate a
significant increase. Immigration has contributed to growth, and a halt to immigration would have
stagflationary implications.

e Inflation is on an uncertain trajectory, stabilizing around 3% (CPI). The housing and other services sectors
are not compatible with a 2% inflation target.

Euro area
Euro Area 2024 2025
Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 2024 2025

GDP (QoQ)

Ostrum 0.3 0.2 0.3 0.4 0.4 0.4 0.3 0.3 0.7 1.4

Consensus 0.3 0.2 0.3 0.4 0.3 0.4 0.4 0.4 0.7 1.4
Inflation

Ostrum 2.6 2.5 2.5 2.7 2.6 2.6 2.5 2.6 2.6 2.6

Consensus 2.6 2.5 2.1 2.3 2.1 2.1 2.1 2.0 2.4 2.1
Core inflation

Ostrum 3.1 2.7 2.7 2.7 2.8 2.6 2.6 2.6 2.8 2.7

e After 5 quarters of flat or slightly negative growth, the GDP of the Eurozone rebounded in Q1 2024 more
strongly than expected.

e This has affected all major economies, including Germany, which is experiencing growth again after a
sharp contraction in Q4 and sluggish growth in the first half of 2023. This is linked to exports and
residential investment, while consumption has decreased.

® The Eurozone's recovery in the first quarter is mainly linked to a rebound in external trade.

The recovery in the Eurozone will intensify, especially in the second half of the year. It will be driven by
a rebound in household consumption.
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China

China

GDP (QoQ)

Households will benefit from increased purchasing power as wages are rising at a faster pace than
inflation. Coupled with a strong labor market, this will support consumption.

Domestic demand should also benefit from a monetary policy that will become less restrictive starting
in June, and exports from a strengthening of global trade.

On the other hand, fiscal policy will be a drag on growth. After being suspended since 2020, budgetary
rules were reinstated in January and a reform was adopted. Following budget overruns in 2023, France
and ltaly are required to take consolidation measures. This comes at a time when France is facing
political risk following the dissolution of the National Assembly.

After an initial phase of rapid disinflation, the second phase is proving to be slower. This reflects wage
pressures, the end of the very favorable base effect on energy prices, and the cessation of measures to
contain price increases. In a context of low productivity, business margins have a crucial role to play in
continuing disinflation.
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Sentiment towards Chinese economic prospects has significantly improved, as evidenced by the upward
revision of the IMF's growth forecast to 5% from 4.6% in April, driven by the scale of recent measures
to curb the real estate crisis. Forecasts from both consensus and the IMF are now converging towards
our forecast of 5.4% for 2024.

The scale of the new measures for the real estate sector has been positively surprising. The government
has become the "buyer of last resort" for unsold housing stocks. Other measures have also been
announced to stimulate demand: a reduction in the average mortgage rate to 3.69% and a lowering of
the down payment rate for home purchases to historic lows.

We believe that these new measures should help stabilize the Chinese real estate sector at its low
points, and the Chinese authorities are ready to step up efforts if necessary to curb the real estate crisis
negatively impacting consumption.

Having heavily supported the manufacturing sector, especially the "3 new industries," the Chinese
authorities are now determined to strengthen domestic demand in the face of external uncertainties.
To achieve this, the authorities must boost confidence in the private sector (which accounts for 60% of
GDP and 80% of employment), hampered by weak domestic demand and the government's crackdown
policy. If the trend in the private sector does not reverse, China will struggle to generate innovation and
the jobs needed to support a consumption-based economy and offset the loss of the real estate sector
as a growth engine.

The July 3 plenum is expected to resemble the historic 1978 plenum, which led to the opening of
reforms for the Chinese economy.
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MONETARY POLICY

The ECB cuts its rates ahead of the Fed

1- The Fed is on hold

As expected, the Fed left its rates unchanged at the end of its meeting on June 12 and 13. The statement
marginally changed regarding inflation, as "modest progress" was noted, while in May it stated "lack of further
progress" in reaching the 2% inflation target. The forecasts of FOMC members show that 8 of them consider it
desirable to lower rates twice in 2024, 7 wish for a rate cut, and 4 advocate for a status quo (the median indicates
a rate cut). We anticipate 2 rate cuts by the end of the year. The accommodative bias remains in place through
the reduction in the pace of balance sheet contraction ($60 billion per month compared to $95 billion previously).

FOMC Prev ch oIS CETATH

meetings  Ostrum ' Market  Market
Current 5.50 0
31-Jul-24 RN 0 5.30 20
18-Sep-24 EEEEWE -25 5.15 10
7-Nov-24 WA 0 5.05 20
18-Dec-24 Y0 -25 4.88 12
Source: Bloomberg, Ostrum AM

2- The ECB is making its monetary policy slightly less restrictive

As it had nearly pre-announced during the April meeting, the ECB lowered its interest rates on June 6, after opting
for a status quo for 9 consecutive months. It reduced them by 25 basis points to bring the deposit rate to 3.75%.
The decline in the inflation rate by more than 2.5 percentage points since September and the improvement in
inflation prospects were the main reasons for this decision. Monetary policy still remains very restrictive, and the
ECB emphasized that it did not commit in advance to a trajectory for interest rates. Its decisions will depend on
data, particularly on the evolution of wages, which continue to increase at a sustained pace. We anticipate two
more rate cuts by the end of the year. Starting in July, the balance sheet contraction will accelerate, with the ECB
reinvesting only half of the PEPP (at an average monthly rate of 7.5 billion euros) before ending it in late 2024.

Prev oIS Gap vs.

ECB hg.
GICHIEE Ostrum Ch Market  Market

Current 3.66
18-Jul-24 3.75 0 3.64 11
12-Sep-24 IEEE\) -25 3.50 0
17-Oct-24 EER 0 3.44 6
12-Dec-24 BEEEWE] -25 3.28 -3
Source: Bloomberg, Ostrum AM
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Fed funds 5.5% 5.25 5.00
U.S. 10-Yr note 4.24 % 425 430
U.S. 2-Yr note 4.69 % 465 4.50

Curve 2 - 10-Yr Spread (bps) -45 bps -40 -20
ECB deposit rate 3.75% 350 3.25
Germany 10-Yr Bund 247 % 250 2.20
Germany 2-Yr Schatz 2.87% 285 2.50
Curve 2 - 10-Yr Spread (bps) -40 bps -35 -30
France 10-Yr OAT 70 bps 60 60

Italy 10-Yr BTP 147 bps 140 140

Euro Area Inflation 10-Yr (swap) 223 bps 225 220

Source: Bloomberg, Ostrum AM

e USrates: the Fed is expected to cut its rate twice in the second half of the year. The monetary relief will
keep the T-note below 4.30%.

e  European rates: the Bund is trading around 2.50% despite a first rate cut by the ECB. However, the
German 10-year yield is expected to fall back to around 2.20% by the end of the year.

e Sovereign spreads: political risk in France is reviving volatility on the OAT in the first place and the asset
class in general.

e Eurozone inflation: breakevens are broadly stable despite upside surprises on inflation.
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Source: Bloomberg, Ostrum AM

e Euro credit: spreads are expected to remain stable around 110 bps against the Bund. High yield
valuations are tighter and spreads will widen.

e  Currency exchange: the euro, subject to the return of political risk, is expected to weaken towards $1.06.

e Equities: the normalization of margins and a decline in multiples imply a return of the Euro Stoxx 50 to
around 4,900.

e Emerging market debt: The rise in spreads is due to Venezuela's return to the index and is not significant.
Stability should prevail by the 3rd quarter.

Source: Ostrum AM. The analyses and opinions mentioned represent the point of view of the author(s) referenced.
They are issued on the date indicated, are subject to change and cannot be interpreted as having any contractual
value.

Written as of 14/06/2024
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Ostrum Asset Management

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
— Www.ostrum.com

This document is intended for professional, in accordance with MIFID. It may not be used for any purpose other than that for which it
was conceived and may not be copied, distributed or communicated to third parties, in part or in whole, without the prior written
authorization of Ostrum Asset Management.

None of the information contained in this document should be interpreted as having any contractual value. This document is produced
purely for the purposes of providing indicative information. This document consists of a presentation created and prepared by Ostrum
Asset Management based on sources it considers to be reliable.

Ostrum Asset Management reserves the right to modify the information presented in this document at any time without notice, which
under no circumstances constitutes a commitment from Ostrum Asset Management.

The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date shown
and are subject to change without prior notice. There can be no assurance that developments will transpire as may be forecasted in
this material. This simulation was carried out for indicative purposes, on the basis of hypothetical investments, and does not constitute
a contractual agreement from the part of Ostrum Asset Management.

Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained
in this document, nor in the use that a third party might make of the information. Figures mentioned refer to previous years. Past
performance does not guarantee future results. Any reference to a ranking, a rating or an award provides no guarantee for future
performance and is not constant over time. Reference to a ranking and/or an award does not indicate the future performance of the
UCITS/AIF or the fund manager.

Under Ostrum Asset Management'’s social responsibility policy, and in accordance with the treaties signed by the French government,
the funds directly managed by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks anti-
personnel mines and cluster bombs.

Natixis Investment Managers

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.

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of
the website (im.natixis.com/intl/intl-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. Natixis Investment
Managers International is 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. ltaly: Natixis
Investment Managers International Succursale Italiana, Registered office: Via San Clemente 1, 20122 Milan, Italy. Netherlands:
Natixis Investment Managers International, Nederlands (Registration number 000050438298). Registered office: Stadsplateau 7,
3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.A., Sucursal en Espafia, Serrano n°90, 6th
Floor, 28006 Madrid, Spain. Sweden: Natixis Investment Managers International, Nordics Filial (Registration number 516412-8372-
Swedish Companies Registration Office). Registered office: Natixis Investment Managers International, Nordics Filial

Convendum Stockholm City AB Kungsgatan 9, 111 43 Stockholm Box 2376, 103 18 Stockholm Sweden. Or,

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. Germany: Natixis Investment Managers International,
Zweigniederlassung Deutschland (Registration number: HRB 129507): Senckenberganlage 21, 60325 Frankfurt am Main. Belgium:
Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium.

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, Level 4, Cannon Bridge House,
25 Dowgate Hill, London, EC4R 2YA. 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

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.
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In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, #22-
05/06, UIC Building, Singapore 068808 (Company Registration No. 199801044D) to distributors and qualified investors for information
purpose only. NIM Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services Licence to
conduct fund management activities and is an exempt financial adviser. Mirova Division is part of NIM Singapore and is not a separate
legal entity. Business Name Registration No. of Mirova: 53431077W.This advertisement or publication has not been reviewed by the
Monetary Authority of Singapore.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information purpose 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 Colombia: Provided by Natixis Investment Managers International Oficina de Representacién (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 Latin America: Provided by Natixis Investment Managers International.

In Chile: Esta oferta privada se inicia el dia de la fecha de la presente comunicacion. La presente oferta se acoge a la Norma de
Carécter General N° 336 de la Superintendencia de Valores y Seguros de Chile. La presente oferta versa sobre valores no inscritos
en el Registro de Valores o en el Registro de Valores Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los
valores sobre los cuales ésta versa, no estan sujetos a su fiscalizacion. Que por tratarse de valores no inscritos, no existe la
obligacion por parte del emisor de entregar en Chile informacion publica respecto de estos valores. Estos valores no podran ser
objeto de oferta publica mientras no sean inscritos en el Registro de Valores correspondiente.

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 CNBYV. 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.

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 Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers
International. This communication cannot be distributed other than to the identified addressee. Further, this communication should
not be construed as a public offer of any securities or any related financial instruments. Natixis Investment Managers International is
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.

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
authorised. Their services and the products they manage are not available to all investors in all jurisdictions. It is the responsibility of
each investment service provider to ensure that the offering or sale of fund shares or third-party investment services to its clients
complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute
investment advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity.
Investors should consider the investment objectives, risks and expenses of any investment carefully before investing. The analyses,
opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as
of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no
assurance that developments will transpire as may be forecasted in this material. The analyses and opinions expressed by external
third parties are independent and does not necessarily reflect those of Natixis Investment Managers. 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. May not be redistributed, published, or reproduced, in whole or in part.
Amounts shown are expressed in USD unless otherwise indicated.

Natixis Investment Managers may decide to terminate its marketing arrangements for this fund in accordance with the relevant
legislation

00

www.ostrum.com

An affiliate of: VN ATIXIS

INVESTMENT MANAGERS

Perspectives —June 2024


http://www.ostrum.com/

	Additional notes

