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IN SHORT

« Inflation concerns have picked
up again as price pressures
mount. Talks regarding
tapering continue to intensify.

« Yields have surged globally
following the more hawkish
tone of central banks and
questions regarding the
transitory nature of inflation.

» Equity markets have witnessed
volatility and come under
pressure at the end of the
month after a strong start, but
we still see an additional
bounce in performance
towards the end of the year.
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Inflation, no time to die

The list of risks for investors continues to grow, but inflation and tapering remained
clearly on top in September. Price pressures continue to build as energy prices soar,
including gas and fuel demand in Europe, supply bottlenecks don't appear to be resolved,
inventories are depleting, and pent-up demand continues to be released as the economy
reopens. Business leaders are increasingly talking about rising price pressures. This is
intensifying discussions about tapering, and central banks have taken note that these
pressures may last longer than initially expected. The Fed has indicated that "a
moderation in the pace of asset purchases may soon be warranted,” which could be
announced in November. The DOTS has shown a potential first rate hike as early as late
2022. Similarly, the Bank of England raised its year-end inflation forecast to 4%, and
hinted that it may raise its policy rate next year. Norges Bank became the first European
central bank to raise its main rate. We do not think this will be a real problem and will
derail the recovery. The adjustments will be gradual and anticipated by the markets.

Yields have jumped globally and are back to where they were in June, with the 10-year
gilt hitting a two-year high after the more hawkish tone of the BoE. We expect yields to
continue to rise as monetary policy normalization continues, the recovery unfolds and
inflation pressures remain unresolved. We still believe inflation to be transitory, but it is
likely to remain anchored at a higher level before declining and stabilizing.

Despite signs of slowing, the economic recovery remains on track. We are probably past
the peak of growth, but while decelerating, we think it will remain at a high level.
Manufacturing activity remains strong and the service sector, which suffered from delta-
related concerns over the summer, still has room to catch up and take over growth. Fiscal
support continues to be ample with the bipartisan $1 trillion infrastructure package and
the $3.5 trillion budget plan that focuses on "soft" infrastructure currently under
discussion in the House of Representatives after being approved last month in the Senate.
The need for an increase in the public debt limit is currently being discussed in Congress,
but the U.S. Treasury has taken steps to provide the necessary funding in the interim. In
Europe, countries continue to receive their first tranches of money from the €750 billion
European Recovery Fund. There is still plenty of liquidity and pent-up demand to deploy,
and strong consumer demand and spending should continue to support the recovery.

The spread of the delta variant seems to have stabilized worldwide and hospitalizations
have remained under control so far. Covid risks appear to have receded behind concerns
of inflation, tapering, or central bank monetary policy mistakes. Chinese regulatory
headlines have given way to fears that Evergrande, China's second-largest property
developer by revenue, could collapse and create a systemic risk. We do not believe this
is a major risk and that it will become a new Lehman Brothers, as financial exposure is
limited and Chinese authorities will ensure that contagion remains low.

Equity markets have experienced increased volatility in recent weeks, but we remain
optimistic. We expect strong economic growth despite a deceleration, with strong support
from central banks and government spending. Valuations remain at high levels, but we
believe earninas arowth will continue to sunnort the market in the comina months.
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Perspectiues

Asset class details

Equities

Fears of continued high inflation,
tapering talks and Evergrande's debt
dilemma have led to increased
volatility in recent weeks, with the
VIX again exceeding 20. Major equity
indices declined in September, with
the exception of Japanese stocks.
Value sectors are again leading the
charts, with the energy sector far
outperforming and benefiting from
rising energy prices, while financials
are barely in positive territory but
have outperformed the market.
Quality stocks, which made a
comeback over the summer, suffered
and lagged the market.

The economic backdrop remains
positive however, as vaccination
campaigns in develop markets should
avoid further stringent measures and
the accommodative stance on fiscal
and monetary matters should be
maintained.

The positive economic surprises have
slowed, highlighting that we may be
past the peak of growth and concerns
about stagflation are starting to make
headlines. However, we believe that
despite the slowdown in economic
growth, it will remain at a high and
sustained level, supporting risky
assets. Earnings estimates for 2021
and 2022 remain high and are being
steadily revised upward. Valuations
are elevated and the above-mentioned
risks could weigh on the markets, but
strong earnings growth should
continue to drive the market higher as
revenues and margins improve
globally.

Against this backdrop, we have
maintained a bullish bias but have
reduced our overweight on equities in
our portfolios, maintaining a
preference  for cyclical  stocks.
Sustained high growth and lower
valuations should favour sectors such
as financials and energy. A select
portion of growth sectors show strong
earnings resilience and can help
diversify the equity basket. We are

paying attention to the Chinese market
where the regulatory crackdown and
the Evergrande story have weighed on
the market and could lead to attractive
entry points.

Fixed Income

Inflation and tapering have driven
markets again in September. Yields
have surged globally with the U.S. 10-
year Treasury yields rebounded over
1.50%, the 10-year UK gilt reaching a
two-year high of 1% and the 10-year
Bund back to its June level at -20 bps.
Central banks meetings were at the
forefront, and showed a more hawkish
tone. The Fed indicated that it may be
soon reducing their asset purchases;
the Bank of England increased their
inflation forecasts to 4% by year-end
and hinted they could start raise rates
next year; the Norges Bank became
the first European central bank to raise
its main rate. However, the ECB
maintain an accommodative approach
talking only about recalibrating its
guantitative easing policy rather than
tapering.

We believe yields will likely continue
to trend higher, but that the increase
will be gradual and remain capped as
investors weigh growth concerns,
monetary  policy  will  remain
accommodative, and forward
guidance will be cautious so as not to
catch the market off guard. We do not
expect a Fed rate hike until late 2022
or early 2023, and the ECB is
expected to normalize policy later, at
an even slower pace, to continue
supporting its banking sector and
peripheral countries.

In this context, we remain cautious on
duration as we see more upside risk.
We favour credit risk, as default levels
have declined and spread levels have
offset the risk taken. The longer
duration of IG indices and tight spread
levels leave less room to compensate
potential losses from rising rates.
Following the Evergrande headlines,
corporate spreads have widened
slightly but held up relatively well and
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selective high yield opportunities may
present themselves.

We remain positive on emerging hard
currency corporate debt, as the carry
level remains attractive compared to
developed markets, we see additional
room for spread convergence, and
corporate balance sheets are strong.
However, selection remains key in
this area.

Currencies

Inflation fears and a more hawkish
Fed has led to dollar strength which
reached 1.15 against the Euro, a level
not seen since last year. We do not
expect additional upside, as strong
growth and risk taking should
eventually detract from further
strengthening but we monitor this
level. The broad range trading
witnessed over the last months should
continue against major currencies.
EM and commodity-linked currency
may benefit from such environment.

Commodities

World oil demand will be back to pre-
pandemic level by year-end and
production cuts are still in place and
properly managed to maintain a
sustainable price recovery. Most of
the rebound has probably already
taken place as supply remains
plentiful, but continued strong growth
should keep a floor on oil prices.

Gold has retreated from last year's
highs and has suffered from
expectations of higher inflation and
real rates, but the reopening of
emerging economies and increased
central bank reserves could lead to
higher physical demand. We expect a
wide trading range in the near term.

Alternatives

Alternatives continue to provide
diversification and de-correlation
opportunities. We believe that real
assets can also help provide income in
a world where interest rates will
remain lower for longer.



Perspectives

Asset Classes

Negative

Neutral

Positive

Equities

Fixed Income

Equities

us

Europe

Japan

Asia ex Japan

Emerging Markets

Asia

Latam
Europe

Fixed Income

Sovereign US

Sovereign EUR

IG US

IG EUR

HY US

HY EUR

EM Hard Ccy

EM Local Ccy

Commodities

il

Gold

Base Metals

DOCUMENT INTENDED FOR PROFESSIONAL CLIENTS



2 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.

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. ltaly: 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, Italy. 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, Gare Maritime, Rue Picard 7, Bte 100, 1000 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 College 10, 1204 Geneva,
Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zirich.

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

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated by the DFSA.
Related financial products or services are only available to persons who have sufficient financial experience 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 Il 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 (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 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 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. 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 NATIXIS INVESTMENT MANAGERS INTERNATIONAL

RCS Paris 453 952 681 - Capital : €178 251 690 Limited company with a share capital of 51 371 060.28 euros

43, Avenue Pierre Mendés-France, 75013 Paris Trade register n° 329 450 738 Paris Authorized by the Autorité des Marchés
www.im.natixis.com Financiers (French Financial Markets Authority - AMF) under no. GP 90-009.

Registered office: 43, avenue Pierre Mendes-France - 75013 Paris
WwWw.im.natixis.com

DOCUMENT INTENDED FOR PROFESSIONAL CLIENTS 4



