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1 I Lower headline inflation, but bear in mind underlying pressures

| Outline

2 I Rate hikes and QT to carry on
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{§ Inflation will remain way above central banks’ target in 2023

Central Scenario: Headline Inflation Forecasts

2023
2022* 2023*
Consensus = US: we expect average headline inflation to decline significantly in 2023, from 8.1%
in 2022 to 4.4% this year. However, our estimate remains higher than that of the
World 6.5% 4.2% 5.5% consensus, which expects it to average 4.1%in 2023.

; = Eurozone: we expect average headline inflation to decline significantly in 2023,

0 0 0
Advaned economies g L e from 8.7% in 2022 to 5.9% this year. However, our estimate remains higher than

q that of the consensus, which expects it to average 5.6% in 2023.

United States 8.1% 4.4% 4.1%
0 ? 0 = UK: we expect average headline inflation to decline in 2023, from 9.1% in 2022 to
6.9% this year. However, our estimate remains higher than that of the consensus,

Euro Zone 8.7% 5.9% 5.6% which expects it to average 6.5% in 2023.

= Japan: we expect average headline inflation to decline significantly in 2023, from
United Kingdom 9.1% 6.9% 6.5% 2.3% in 2022 to 0.6% this year. Our estimate is lower than that of the consensus,
which expects it to average 2.2%in 2023.

Japan 2.3% 0.6% 2.2% = Emerging Economies: we expect average headline inflation to decline in 2023,
from 5,3% in 2022 to 3.8% this year. Our estimate is lower than that of the

E . E . 5 30 3.8 6.3% consensus, which expects it to average 6.3%in 2023.
merging economies .97/0 .070 .97/0

Sources: NIM Solutions & Bloomberg Yearly Average Consensus
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(M Inflation is softening in the US, but not yet cause for a Fed pause

US core consumer price index — Services sector less housing US JOLT Survey and US Average Hourly Earnings
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US headline CPI came in line with expectations in March, easing to 5%
YoY vs 6.0% the month before. Moreover, as we had expected last year,
core inflation is stabilizing above the headline one, reaching 5.6% YoY, up
from 5.5% the month before, with a 0.4% monthly increase — a still far too
high pace for the Fed to pause. On the positive side though, Fed Chair
Powell preferred inflation gauge, that is services core CPI excluding
shelter, eased in March (see chart above) to 5.7% YoV, its lowest level
since July 2022.

The central bank needs to have greater reassurance that underlying
inflationary pressures are on a solid downward trend, which is not yet the
case. In fact, in his last statement J. Powell highlighted that the slow
decline in underlying inflation is becoming a greater source of concern.

SOURCES: REFINITIV, NIM SOLUTIONS
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Businesses, especially those in the services sector, keep reporting that
their single most troublesome factor is wages growth, which is a byproduct
of the shortages in the labor market still present. On this front, recent data
have pointed in the right direction. US average hourly earnings increased
4.2% YoY in March, the slowest growth rate since June 2021. And US job
openings declined 632,000 from the month before and currently stand at
9.9 million, the lowest level since May 2021 (see chart above),

Overall, we expect this disinflation trend to continue as weakening
demand eases upstream price pressures and labor hoarding. But we
cannot rule out that wages and inflation growth could stabilize at higher
levels compare to what we have seen over the last 20 years; the structural
trend of inflation is now one of the key parameters to look monitor.
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{l Underlying inflation dynamics in the Eurozone remain strong

5

Eurozone core inflation and ECB alternative measure -YoY

Core inflation

Supercore inflation
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Eurozone’s headline inflation fell to 6.9% YoY in March and down from
8.5% the month before. However, core inflation reached 5.7%, a new all-
time high. The same was the case with ECB’s supercore inflation statistic,
which captures items sensitive to the business cycle and with low
exposure to imports, reflecting that underlying inflation dynamics remain
strong (see chart above).

However, our perception is that this is primarily resulting from the pass-
through effect of previous energy price increases and less so from a
persistent tailwind from the reopening. Moreover, Eurozone’s PPI
suggests a significant moderation in upstream price pressures. The latest
print came in at 13.3% YoY, its 8th consecutive monthly decline, and
down from 43.6% last August. Say a word about the mark-up effect

SOURCES: REFINITIV, NIM SOLUTIONS
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Percentage change in job postings in Europe — Indeed
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= Having said that, wage growth is the key issue in determining the future
path of core inflation. Collective bargaining during 2022 led to an aggregate
wage rise of 4.7% for this year, and this is playing a strong role in core
inflation: wage-sensitive items contributed only around 0.5 percentage
points to core inflation before the pandemic, that contribution has more than
doubled in recent months (Christine Lagarde’s speech on March 22, 2023).

= QOverall, while the increase seen in consumer prices and the tightness of the
labor market are likely going to keep wage growth under upward pressure,
we believe that the weakening of demand will slow underlying inflationary
pressures as well as labor demand (see chart above). Nevertheless,
Philipps and mark-up effects are being monitored by the ECB to determine
the inflation origins and decision they have to make in consequence.
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Most rate hikes have taken place, but not yet a done job
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Key rates of the main central banks

Fed funds rate - upper limit
—— ECB main refinancing rate
——— BOE official bank rate
—— BOJ policy rate

0 O O o N OO & !»w OV NN 0 A O +H N OO T N OV N 0 OO O =
® 9 S 8 9 0 8 0 6 o & & = oo el oSSl &N o
o0 0 0 0 LV Vv Vv V0 v O v v v v v v v v v v v v v ©
Q 9 9 9 9 9O 0O 9O © @9 @9 @9 9 O 9 O O O O O O O U O 9
O 0 00 o0 o0 o0 o000 o0 o0 o0 o000 o060 o0 o0 o0 o0 o000

At their march policy meetings, the FED raised its policy rate by 25bp to
4.75%-5.0%, the ECB raised its policy rates by 50bp to 3.0%-3.5%, the
BOE raised its policy rate by 25bp to 4.25%. Throughout this tightening
cycle, the FED has increased its rated by a cumulative 475bp, the ECB by
350bp, and the BOE by 415bp.

The rate hikes implemented in March were put in place without causing
any additional stress to the financial system. That said, it is unclear to

what extent the stress in the banking system will weigh on economic
activity.

SOURCES: REFINITIV, NIM SOLUTIONS
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Monetary Policy Forecasts - NIM Solutions

Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23
FdFunds ReteRange 'Sout Sy Somq  somg S Somd
ECB Main Refinancing Rate!  3.50% 3.75% 4.00% 4.00% 4.00% 4.00%
ECB Deposit Ratei  3.00% 3.25% 3.50% 3.50% 3.50% 3.50%
Bank of England 4.25% 4.50% 4.75% 4.75% 4.75% 4.75%
Bank of Japan: -0.10% -0.10% 0.00% 0.00% 0.00% 0.00%

The available data for Q1.23 has continued to surprise, with stronger
growth and job creation than expected. The bottom line is that labor
markets remain tight and core inflation prints have either moved sideways
or increased since the start of the year.

Therefore, while central banks will carefully monitor financial conditions
going forward, they need to tighten their policy further and leave it tight for

a substantial period of time (see the next two slides for our specific views
on central banks next steps).

For Investment Professional Use Only
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After the banking hiccup, Fed’s balance sheet is decreasing again

2
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Rate cut expectations to come at odds with the Fed

Fed total balance sheet - USD Billions

Market expectations for Fed Funds effective rate in 2023 & FOMC Dot Plots
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Following the tremor in the banking sector and the emergency funding that
was put together afterwards, the Fed’s balance sheet has now been
declining for three straight weeks. The usage of the Bank Term Funding
Program (BTFP), which is the newly created emergency lending facility to
ensure liquidity to help banks meet deposit outflows, fell for the first time
since its creation, down USD 7.1 billion to USD 71.8 billion. Similarly, 58%
of the usage of the Fed’s discount window has now been unwound.

Overall, we expect net USD liquidity to decline in the short-term due to the
easing of the Fed’s emergency lending and the continuation of the regular
QT program.

SOURCES: REFINITIV, NIM SOLUTIONS
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Moreover, market expectations for the future path of the Fed Funds rate
have been remarkably volatile this year. This dynamic is a clear reflection
of the highly volatile macroeconomic cycle we are witnessing; one that
continues to be affected by the series of exogeneous shocks that started
with the pandemic back in early 2020.

Policy rate expectations have gone from pricing a peak north of 5.25% (at
least +25bp from where we are now) and no cuts in 2023 before the
banking turmoil, to price 75bp of rate cuts in the middle of the turmoil,
starting as soon as in June, to again price in +25bp in May. With economic
data continuing to come in stronger than expected, the bar for the Fed to
pause rate increases, and more so to cut rates, is increasingly higher.
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ECB quantitative tightening to proceed unchanged beyond Q2.23
Rate expectations in Europe are closer to ECBs intentions
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Even before ECB’s QT program started at the end of March, the balance
sheet size had already been reduced by about EUR 1.1 trillion since its
peak in June 2022. This decline has been entirely led by the early
repayments of TLTRO funding by commercial banks (see chart above).
TLTROs are expected to be paid in full by the end of this year, meaning
that even before accounting for the ECB’s QT program, the ECB balance
sheet is expected to fall by EUR 2.2 trillion by the end of 2023.

On top of that, since the end of March the ECB has started to normalize
its APP holdings: the central bank seeks to reduce bond re-investments
by EUR 15 billion per month until the end of the Q2.23. If this pace were
to continue throughout 2023, it would amount to about half of the EUR
350 billion of APP redemptions expected for this year.

SOURCES: REFINITIV, NIM SOLUTIONS
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Market expectations for ECB deposit rate in 2023
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Moreover, market expectations for ECB’s policy rates better reflect the
central banks’ intentions: higher for longer. After the stress in the banking
sector, futures rates are not only back to where they were before, but they
are now even slightly more hawkish. The ECB deposit rate is expected to
increase 75bp more and reach 3.75% by September (implying a main
refinancing rate at 4.0%).

Overall, we expect the ECB to continue increasing rates for a few more
policy meetings, however, we do not expect it to increase the pace of its
QT program beyond Q2.23, especially following the recent banking
tremor. It is in the ECB best interest to proceed at a more gradual pace,
but underlying inflation pressures remain too strong and are the biggest
concern for ECB policymakers.
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Disclaimer

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.

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 Mendées France, 75013 Paris. Italy: 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:
Covendrum 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 S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: 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 College 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001
Zurich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK
Limited, One Carter Lane, London, EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be
communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed at professional investors only; in Guernsey: this
material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be
communicated to and/or directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of
Man Financial Services Authority or insurers authorised under section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or services are only available to persons
who have sufficient financial experience and understanding to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other Person should
act upon this material. Registered office: Unit L10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab Emirates

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No.425. Content of Business: The Company conducts investment
management business, investment advisory and agency business and Type |l Financial Instruments Business as a Financial Instruments Business Operator.

In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C.
Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore Limited (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 (Business Name Registration No.: 53431077W) and Ostrum Division (Business Name Registration No.: 53463468X) are part of NIM Singapore and are not separate legal entities.
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.

SOURCES: REFINITIV, NIM SOLUTIONS For Investment Professional Use Only Y NATIXIS

INVESTMENT MANAGERS

9



Natixis Investment Managers | Solutions

Disclaimer

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 Colombiaand is addressed to less than 100 specifically identified investors.

In Latin America: Provided by Natixis Investment Managers International.

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 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 Comisiéon 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
CNBYV or any other Mexican authority.

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

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

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy, or completeness of such
information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.

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