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Market Overview

Both bond and equity markets rallied strongly across the developed markets over the final month of 2023, driven by the expectation of
easier monetary policy as inflation fears evaporated.

The move was primarily triggered by the surprising dovishness of the Fed, that held rates constant, but did not push back against market
expectations that the Fed is done raising rates and may start cutting in 2024. In Europe, the economic outlook is far less resilient than the
US, with industrial production falling in Germany, Italy, Spain and France and confidence indicators pointed towards further pain and
industrials and manufacturing firms reducing investments and operating costs. On the other hand, a downward surprise in November core
HICP had even the notably hawkish council members concede that the progress on inflation was encouraging and makes further rate hikes
unlikely. The ECB held rates constant, and revised inflation expectations for 2024 and 2025 downward as it expects inflation to decline
gradually despite the upward pressure of wage increases.

Fundamentals remain well oriented in Europe as illustrated by the upgrade back to investment grade of Lufthansa while the picture is more
negative in the US where we see more downgrades than upgrades.

The technicals were in the driving seat especially in Europe with limited supply on the primary market and Lufthansa leaving the market at
the end of year.

In this context, High Yield markets rallied strongly by another 50 bps both in Europe and in the US and spreads ended the year at 400 and
325 bps respectively.

Portfolio Highlights & Strategy Review

In December, the strategy underperformed its benchmark by 0.35%* as compression trade was in play and higher quality issuers started
to feel out of juice in term of spreads tightening potential.

Overall, we used the rally to take profit on tightest credits. We ended the year with 5% cash balance and duration slightly below the
benchmark. We continue to favor Euro HY, trading 75bps wider than US HY. We keep a large OW to Corporate hybrids (Utilities, Energy)
as an attractive carry trade into 2024 on robust IG credits with the segment still trading with discount to generic HY issuers.

In the current environment, we continue to favor issuers with prudent capital management and credit friendly behaviors. In terms of sector
allocation, we maintain our underweight exposure to rate sensitive sectors (Real Estate, Chemicals and Construction) and we remain
overweight on more defensive sectors (Telecommunications, Packaging, Healthcare and European Utilities).

Fund Outlook

Currently, we believe that spreads in the asset class do not adequately price the risks in the markets. Fundamentals are expected to
deteriorate especially for more levered companies that will face significantly higher interest costs as they will start to tackle their maturity
wall. With much tighter conditions leading to deteriorating earnings and strengthening momentum in downgrades/defaults, we expect credit
selection to be of utmost importance in this cycle.

We remain constructive on defensive sectors and high-quality credits where the combination of higher yields and very low cash prices (70-
80s) creates an attractive investment opportunity with an asymmetric profile over the medium term. In the short term, we intend to manage
the beta actively and to remain very selective as we expect idiosyncratic risk to increase substantially through the year.
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This marketing communication is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor does it represent an investment recommendation or confirm any
kind of transaction, except where expressly agreed. Although Candriam selects carefully the data and sources within this document, errors or omissions cannot be excluded a priori. Candriam cannot be held
liable for any direct or indirect losses as a result of the use of this document. The intellectual property rights of Candriam must be respected at all times, contents of this document may not be reproduced
without prior written approval.

Warning: Past performance of a given financial instrument or index or an investment service or strategy, or simulations of past performance, or forecasts of future performance does not predict future returns.
Gross performances may be impacted by commissions, fees and other expenses. Performances expressed in a currency other than that of the investor's country of residence are subject to exchange rate
fluctuations, with a negative or positive impact on gains. If the present document refers to a specific tax treatment, such information depends on the individual situation of each investor and may change.

In respect to money market funds, please be aware that an investment in a fund is different from an investment in deposits and that the investment’s principal is capable of fluctuation. The fund does not rely
on external support for guaranteeing its liquidity or stabilizing its NAV per unit or share. The risk of loss of the principal is borne by the investor.

Candriam consistently recommends investors to consult via our website www.candriam.com the key information document, prospectus, and all other relevant information prior to investing in one of our funds,
including the net asset value (“NAV") of the funds. Investor rights and complaints procedure, are accessible on Candriam’s dedicated regulatory webpages https://www.candriam.com/en/professional/legal-
and-disclaimer-candriam/regulatory-information/. This information is available either in English or in local languages for each country where the fund’s marketing is approved. According to the applicable laws
and regulations, Candriam may decide to terminate the arrangements made for the marketing of a relevant fund at any time.

Information  on  sustainability-related  aspects: the information on sustainability-related aspects contained in this communication are available on Candriam webpage
https://www.candriam.com/en/professional/market-insights/sfdr/. The decision to invest in the promoted product should take into account all the characteristics or objectives of the promoted product as
described in its prospectus, or in the information documents which are to be disclosed to investors in accordance with the applicable law.

Notice to investors in Switzerland: The information provided herein does not constitute an offer of financial instruments in Switzerland pursuant to the Swiss Financial Services Act ("FinSA") and its implementing
ordinance. This is solely an advertisement pursuant to FinSA and its implementing ordinance for financial instruments.

Swiss representative: CACEIS (Switzerland) SA, Route de Signy 35, CH-1260 Nyon. The legal documents as well as the latest annual and semi-annual financial reports, if any, of the investment funds may
be obtained free of charge from the Swiss representative.

Swiss paying agent: CACEIS Bank, Paris, succursale de Nyon/Suisse, Route de Signy, 35, CH-1260 Nyon. Place of performance: Route de Signy 35, CH-1260 Nyon. Place of jurisdiction: Route de Signy 35,
CH-1260 Nyon.

Specific information for investors in France: the appointed representative and paying agent in France is CACEIS Bank, Luxembourg Branch, sis 1-3, place Valhubert, 75013 Paris, France. The prospectus, the
key investor information, the articles of association or as applicable the management rules as well as the annual and semi-annual reports, each in paper form, are made available free of charge at the
representative and paying agent in France.

Specific information for investors in Spain: Candriam Sucursal en Espafia has its registered office at C/ Pedro Teixeira, 8, Edif. Iberia Mart |, planta 4, 28020 Madrid and is registered with the Comisién Nacional
del Mercado de Valores (CNMV) as an European Economic Area management company with a branch. CNMV: 266
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