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Bastien Dublanc, Tanguy Cornet and Anaelle Stamatiou, managers
of Candriam’s water investment strategy, explain why they invest
in this theme, how they select their stocks, and what differentiates
Candriam from other investment managers in this area.

Why launch a dedicated water strategy?

Demand for water has increased steadily since the Second World
War. Population growth, increasing industrial needs and growing food
production are all factors driving this demand. Progress in improving
the way water is used has done little to halt this trend. But resources
are limited, exacerbating the imbalance between supply and demand.
Today, we can see that water shortages are becoming more acute in
certain regions and at certain times of the year.

Against this backdrop, the ecosystem of companies operating in the
global water market remains highly dynamic. All the more so because
our water needs are constantly evolving in line with regulatory changes,
climatic challenges and, unfortunately, new sources of pollution. We
have therefore adopted a strategy aimed at capturing the opportunities
presented by this theme by investing in companies that offer innovative
solutions to the challenge of water management. We invest in companies
that offer solutions to improve our water supply, as well as those that
are committed to using this resource more efficiently.

What is your outlook on this issue?

It is reasonable to expect that water consumption will continue to grow,
as the main factors that have driven water demand since the Second
World War are still in place: urbanisation, demographics, agricultural
demand, business needs, and so on. The world's urban population facing
water scarcity will increase sharply, from 933 million in 2016 to between
17 and 2.4 billion by 20500, What's more, the expected tightening of
regulations related to climate change will encourage companies to
change their water management practices, even though no one is
currently paying the true price for this resource.

As a result, the global water market is expected to grow at an average
rate of 5% per year between 2022 and 2030, surpassing the $1.1 trillion
mark®. Some segments of this market have even higher growth
potential: around 12% per year between 2022 and 2027 for smart water
meters, between +10% and +20% by 2030 for desalination, and an increase
of 15% per year by 2030 for activities that enable cities to transition to
smart water management systems, including infrastructure monitoring,
conservation and leak detection(®,

What companies do you invest in?

Our investment strategy goes beyond the usual focus on Water Utilities
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and Industrial Equipment. We screen the entire value
chain, from

- Treating Water (Analysis, Filtration, Certification..),
- Supplying Water (Networks, Equipments ...),

- Protecting Water (Smart Agriculture, Water energy
solutions...)

- Using Water (ie the most efficient companies that
integrate water management into their risk strategy
and significantly improve the use of this resource in
their industrial processes).

This has the advantage of providing a wider and more
diversified set of investment opportunities, from Utilities
to Pharmaceuticals, Chemicals or Semiconductor
manufacturing.

How do you choose which stocks to invest
in?

We carry out in-depth proprietary research using a wide
range of tools. In order not to miss any opportunities,
we have set up a systematic screening process, using
artificial intelligence, notably for companies active in
the water treatment, distribution and conservation.
In close cooperation with our Environmental, Social
and Governance (ESG) Team we have developed
powerful proprietary analysis tools allowing a precise
mapping of companies’ water risks, notably through
GPS coordinates, in order to select the water efficiency
leaders across different sectors.

We narrow down this initial selection through a detailed
review of their activities, engaging with management
teams whenever required to better appraise their
relevance to the theme. As a result, we have developed
a highly-targeted universe of stocks that are relevant to
our investment theme. These companies are selected
on the basis of their value creation potential, risk profile,
management quality and growth prospects. Our
strategy has a long-term perspective, which makes
a low-turnover buy-and-hold opprooch(“) most
appropriate for this theme.

Are water-related companies profitable?

The companies at the heart of this theme have below-
average sensitivity to economic cycles. As a result,
their financial results are less volatile. What's more, the
sustainability of this investment theme over several
decades means that companies can implement
profitable investment plans to better meet growing
demand for their products or services.

Our aim is to invest in companies that are not only
at the heart of the issues, but also demonstrate both
sound ESG characteristics and an attractive financial
profile, with our fundamental analysis attaching great
importance to value creation.

What makes Candriam different in this
respect?

First, Candriam has recognised expertise in managing
thematic and ESG investment strategies. We capitalise
on the know-how of our expert teams.

We use this know-how and our expertise in this water
theme with the latest tech innovation like Artificial
Intelligence and GPS mapping of companies’ water risks.

Another distinctive element of our strategy is the
diversification effect of the ‘efficiency leaders’ category.

We also invest in small caps companies operating in
specific areas related to water management, which
cannot be included in very large strategies.

(4) An investment strategy in which an investor buys securities and holds them for a long period of time.
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The main risks of the strategy are:

* Risk of capital loss: the implementation of which necessitates access to
various quantitative as well as qualitative data,
depending on the sector and the exact activities of
a given company. The availability, the quality and the
reliability of these data can vary, and therefore can
affect Candriom’s ESG ratings.

There is no guarantee for investors relating to the

capital invested in the strategy in question, and

investors may not receive back the full amount

invested.

« Equity risk: i i
 Foreign exchange risk:

Some strategies may be exposed to equity market

risk through direct investment (through transferable
securities and/or derivative products). These
investments, which generate long or short exposure,
may entail a risk of substantial losses. A variation in
the equity market in the reverse direction to the
positions can lead to the risk of losses and may cause
the performance to fall.

Foreign exchange risk derives from the strategy’s
direct investments and its investments in forward
financial instruments, resulting in exposure to
currency other than its valuation currency. Changes
in the exchange rate of this currency in relation to
that of the strategy may negatively affect the value
of assets in the portfolio.

The risks listed are not exhaustive, and further details
on risks are available in regulatory documents.

* ESG Investment Risk:

The non-financial objectives presented in this
document are based upon the realization of
assumptions made by Candriam. These assumptions
are made according to Candriam'’s ESG rating models,

Find out more about our funds
and their risk profiles:

www.candriam.com

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
aninvestment 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. 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. This information is available either in English
orinlocal languages for each country where the fund’s marketing is approved

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.

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/sfdr/
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