Economic and financial outlook

Anton Brender




1. Pandemic
Not fully over... yet!
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In advanced economies, the epidemic seems to be getting under control

By region
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2. Global economy
Rl A sharp rebound...
S a more uncertain future
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Global trade and industrial production stand above their pre-crisis levels...
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The exceptionally fast rebound in demand and supply chain dislocations
have put pressure on input prices

Speed of the recovery and tensions on supply chains
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3. China
Preserving financial stability...

m has become a priority

YEAR OF THE OX

CANDRIAM €
W
ANEW YORK LIFE INVESTMENTS COMPANY




Activity should be hovering around its past trend

Real GDP trajectory Real GDP growth
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i 4. United States
_ | Overheating?
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In Q1, almost all components of domestic demand have remained on an upward trend

GDP and its components
(2019 =100, volume)
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Consumption has been strong... especially among low-income households

Retail sales and consumption
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households have accumulated a significant amount of excess savings...

Consumption
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The extra income component of saving is
accruing mainly to lower income households,
while the under-consumption component is

mainly attributed to the higher income ones.
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... but only a part of the “under-consumption” savings component is likely to be spent in 2021-22
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Our growth scenario takes into account an implementation in FY2022
of the American Jobs and Families plans

“Build back better” proposals
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The fiscal impulse provided by the plans

GDP 2021 = 6.5% ranges from 0.6% and 1.8% depending
ICGI 2022 = 4.0% on the marginal propensity to spend of
agents for which taxes increase.
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End of May, more than 7 millions jobs were still missing
and “maximum employment” seems still distant

Unemployment rate
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Moreover, productivity should continue to accelerate and offset part of labor cost increases

Equipment investment

(% of GDP)
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With half of core inflation barely linked to the cycle, inflationary pressures are likely to slowly recede

Contribution to total inflation
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All'in all, after surging to 3.5% in 2021, inflation should ease in 2022

CPl inflation forecasts

CPl inflation (% year on year)
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Treasury financing needs were largely covered by T-Bills in 2020,
longer term bonds’ issuance has stepped up in 2021...
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... and should remain elevated in 2022!

Treasury deposits at the Fed
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g . Euro area
£ Summer is coming...
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As expected Q1 GDP was weak

Euro area GDP components
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The latest monthly surveys however point to stronger growth ahead

European Commission surveys

PMl indices Production expectations Employment expectations
30 20 20
Y WA S — 15
A 10 s B
AI\ ,,,,,,,,,,,,,,, \/\ W /J /, 10
~— 5
hj/l \ /L‘VM” f TV \\W j 0
L 10 AL
: Services — Services /
Services demand next quarter 20 -/ - -10
~ -15
R I I I I I -30 \ \ \ \ \ \ -30 | - -20
06 08 10 12 14 16 18 4 06 08 10 12 14 16 18 2 14 15 16 17 18 19 |20 21
CANDRIAM &

Sources: Refinitiv Datastream, Bloomberg,

LCandriam

June 2021

ANEW YORK LIFE INVESTMENTS COMPANY



Equipment investment should follow the pickup in demand

Equipment investment and perceived demand
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The ongoing rebound in world growth will also support activity

Extra euro area exports
(% year on year, contribution, volume)
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Despite the normalization of the sanitary situation, travel will only gradually recover

Exports of goods Exports of services Travel services balance
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All across the euro area, governments prevented too sharp a fall in household disposable income
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Household confidence has sharply improved...

Euro area
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Fiscal impulse in 2021

In 2021 governments’ budgets will remain supportive
and the pace of rebalancing looks reasonable

Fiscal impulse

(change in cyclically adjusted primary deficit, % of GDP)
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EU funds should now spur public investment...

The Own Resources Decision has now been ratified by all Member States:

Recovery and Resilience Facility

(billions of euros)
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Despite a weak H1 2021, GDP should be (almost) back on trend by end of 2021

Real GDP

(billions of constant euros, annual rate)
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While core inflation has accelerated in some countries,
it remains weak in the hardest hit economies

Core CPI ex tax effect Core CPI ex tax effect
(% year on year) (% year on year)
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A sustained acceleration in inflation seems unlikely

Consumer Price Index Forecasts
(% year on year) ] (% year on year)
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So far, the ECB has been successful in maintaining favorable borrowing conditions

Core inflation and ECB forecasts
(% year on year)
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Still, the response of private borrowers to low interest rates has remained muted...

Banks’ _ Debt to GDP ratios
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... while at the same time, households have continued to pile up bank deposits

Households cumulated excess financial saving Net acquisition of financial assets
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Low rates, weak borrowing and an increase in excess reserves

TLTRO and excess reserves
(€ billion, April 2021)
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(*) Reserves on which banks pay -0.5%.

(*) TLTROs allow banks to borrow at a rate

between -0.5% and -1%.

June 2021 Sources: ECB, Candriam
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are putting pressure on the margins of some banks... German ones in particular!

Banks’ operating income
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What Living with the What policy support to What new challenges Building a sustainable
virus means expect to address economy for the 2020s
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Risk-On in 2021 Year-to-Date

Underperforming & outperforming asset classes*
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© All rights reserved
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RETROSPECTIVE

Performances reflect the economic recovery

2021 cross-asset class performances in local currency as of 15t June

Oil
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EMU Equities

UK Equities

US Equities
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High Yield US

Emerging Markets Bonds LC
Emerging Markets Bonds HC
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© All rights reserved

Sources: Candriam, Bloomberg®, data as at 01/06/2021
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convenience
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(*) HFRX - Hedge Fund Absolute Return

Commercial document intended exclusively for Professional Investors - All charts are for illustrative purposes only and may not be accurate visual representations. Values may be rounded for

Financial market performances
reflect the recovery of the global
economy and the gradual
reopening

Restrictions due to Covid are
gradually being lifted

Top performers of these powerful
trends of rising demand are
commodities and equities

Least performers are fixed income
exposures as bond yields are on
the rise
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RETROSPECTIVE

A performance gap between cyclical and value stocks

The performance gap between "Value™ and ...whereas cyclicals have already priced in good news
”Growth” has widened further...

. % . .
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12M Fwd P/E - Regions

RETROSPECTIVE

Valuation snapshot

12m forward PE for major regions

12 month fwd PE - YtD variation
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RETROSPECTIVE

Short-term profit recovery vs. Long-term earnings resilience

2022 earnings growth The themes which
contain more have shown

information than the resilience during the

Investors have started
to embrace the global
recovery by putting

mechanical snapback pandemic will likely
from the Great continue attracting

Lockdown investors

more emphasis on
value sectors such as
banks
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Indicator score

RETROSPECTIVE

Sentiment is reasonably bullish

Investors’ sentiment and volatility are recovering from crisis levels but are not complacent

CANDRIAM Sentiment Indicator*
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© All rights reserved Data for 2021YtD as of 01/06/2021

Sources: Bloomberg®, Candriam

Volatility is recovering
from crisis level and
stands now just at its

long-term median

2018 2019 2020 2021
Average of VIX and V2X - == Median volatility (since Jan 00)

AN
(*) Our indicator aims to infer the market sentiment of retail and institutional investors from various indices reflecting their current holdings, and giving contrarian signal in some cases. ‘ A N D R I A M @
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What Living with the virus means
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Covid-19 Virus is mutating

Since the beginning of the crisis, the leading

) And a single strain can be enough to take
strain has evolved...

World: COVID-19 strains frequencies since early
2020 (%)

Frequencies (colored by clade)

Clade A

Phylogenetic analysis of SARS-CoV-2

over all the previous ones

India: Strain distribution over time (%)
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...with at least 7838 different genomes
spotted between Dec 2019 and May 2021

Source: Nextstrain.com, Hindustan Times, GSAID, Candriam
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Vaccination discrepancy will persist but negative market risk should abate

Asymmetric vaccination will be a hurdle to limiting any new ...requiring developed countries to limit access to non
strains... vaccinated areas
% Vaccination (1st shot) vs % World population _ -
S S : asof12/05/2021 S S : 1 COVAX isS a beg|nn|ng of an answer...
80 m ...but until a perfect rollout...
60 A 53 : : :
-~ 37 m ...Vaccination passport may split the world in two blocs
: 21
20 - 8 10 g 6 11 1
. : .-
éNorth America Europe South America  Oceania Asia Africa

Even if Covid persists, Market Risks should abate

B Vaccinated ™ Population

. CIOMUS PIOTEITTnE m Probability of lockdown is declining...
5,000 1 Vaccine supply agreement (million doses)
ey 4,060 — Efficiency of vaccines is sufficient on every strain to avoid any
' lockdowns considering their high impact on severe cases
3,000 - . :
5000 — Vaccine are updated when a new strain emerges
1,000 - m ...asis any material impact on the economy
!O -
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A\
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WHAT POLICY SUPPORT TO EXPECT?

Where are we on the monetary front ?

Some central banks, including Canada, Norway and New Zealand,

have already announced a tightening.

) The Bank of England has adjusted its QE, too...

FED — Aug 29
RBA —Jun 16: Jackson Hole
Extension of
APP from $58 to
$77B or copying

the RBNZ ?

BOE — May 6:

Tapering from

£18B/mth to
BOC — Apr 27: £14B/mth ECB - June 10
Tapering RBNZ — May 26 ECo Forecasts —
announced from Rate hike Strategic Review —
$4B/wk to $3B announced for PEPP adjustment?

H2 2022

Norges CB — May 6.
Rate hike announced
for Q4 2021

Sources: Candriam

June 2021

convenience
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PBOC — H1 22
Possibility of monetary
tightening &

repurchase rate hike

Dec 2022

FED - Dec 2023
Possibility of rate
hike

ECB — Sep 9:

Eco Forecasts —
Strategic Review —
PEPP adjustment? FED - Dec 15:
Tapering Details
$10B/month beginning in

BOJ - Oct 28: Jan 22

On Hold
between YCC &
APP

FED — Sep 21:

Eco Forecasts — Dots —
Asset Purchases
Reduction pre-

Announcement Let us dig deeper into the main central bank policies,

notably those of the FED and the ECB, which may
move. The PBOC and the BOJ may wait a little longer

>
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WHAT POLICY SUPPORT TO EXPECT ?

When will the Fed move?

Strong employment, more consumption and 3%
inflation prints will help the markets to test the
FED during H2.

The risk for the central bank will be to be
considered far behind the curve, to see nominal
rates move outside the channel.

To prevent too much volatility, and an equities
downside risk, the Fed would tighten when the
10-Year Treasury nominal rate moves above 2%,
more a case for 2022 at the earliest.

Sources: Bloomberg®, Candriam

June 2021

Data for 2021YtD as of 01/06/2021

The real rate is
currently
compressed by the
FED but the
economic data, the
Biden plan and the
debt situation may
complicate its task

The high frontier of

the channel will be

at 2.4% by the end
of 2021

Commercial document intended for Professional Investors and Non-Professional Investors.
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|dentifying long-term inflation periods

@ rositive trend: 1959 — 1980
e Negative trend: 1981 - 2001

© stabletrend: 2002 - 2021 ifltion Ragimes
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WHAT POLICY SUPPORT TO EXPECT ?

Real returns under different inflation regimes

Annualized real returns (1981-2001)
8.7%

6.3% 6.7% 6.9% 7.3%
o Positive inflation trend 9 10% . . . l l
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13.7% 2 8 2 g. = =1
IS © (@) w
IS & Q © %) %)
o > e %) > -

© !

Annualized real returns (2002-2%2;0)/0 77%  7.7%
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Impact of a positive inflation shock

0 Positive inflation trend e Negative inflation trend

27.4%
21.1%
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0.0%
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US TIPS
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What new challenges to address
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n China was first in = first out in
the Covid-19 pandemic. Its
stock market reacted
accordingly in 2020

n Stocks geared to the
reopening of the US economy
bounced back sharply in the
first weeks of 2021

n The vaccine rollout and the
subsequent reopening have
come with a delay and leave
some catch-up potential

n Over the coming quarters, we

expect the emerging world
(ex-China) to recover from the
coronavirus pandemic and
deliver performance potential

© All rights reserved

Sources: Bloomberg®, OECD, Goldman Sachs, Candriam
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NEW CHALLENGES WILL HAVE TO BE ADDRESSED

Catch-up potential for equities outside the US

G20: Estimated return to pre-pandemic real GDP per capita levels

China i
Turkey |
Korea ;
Russia ;
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Japan '
Germany ;
India ;
Indonesia ;
Australia '
Canada
Italy
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France
Spain
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S. Arabia
S. Africa
Argentina

Data for 2021YtD as of 01/06/2021
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Performance of regional stock baskets
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Policy uncertainty among the driving factors of European stock market performance

In spite of fluctuating economic policy uncertainty, Euro Sensitivity to input factors for the DJ Stoxx
break-up risk has become negligible since... Brexit Policy uncertainty in Europe has been falling recently 600 index
500 - -8 700 0% 2% 4% -6%
450 - L 70 600 3pt fall in Euro area
400 - W composite PMI new
L 60 orders
. 500 I
- 50 o
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uncertainty
=== EU Policy uncertainty index === Sentix Euro Break-up index, rhs =UK France ===Spain ==——Germany -—ltaly

Market drivers

n PMI new orders n Euro exchange rate Real bond yields n Price of oil H Policy uncertainty
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NEW CHALLENGES WILL HAVE TO BE ADDRESSED

US-China relations continuum

{ Climate Change, Covid-19 }

[ Old economy }

China remains the prime global supplier of the industrial sector,
independent of geo-political tensions and supply chain separation rhetoric

Status Quo = Phase One Deal signed on 15 January, 2020

[ Links with Tech sector }

China wants its own, de-Americanized, tech sector.
The US wants to stop it

Executive Orders, US Innovation and Competition Act of 2021

[ Hong Kong, Taiwan, Xinjiang ]

© All rights reserved
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Overweight Banking sector Equities

n The outperformance of the EMU banking sector has come in n In spite of a rebound of 48% since last October, Banks in the Euro

several waves since the discovery of an efficient vaccine
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area still present a steep discount to their long-term average

2008 20058 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

PB EMU Banks vs PB MSCIEMU Average == Ayergge +/- 2 stdev
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Underweight government bonds — keeping a short duration

105 -
The longer-dated EMU

government bond market

reacted relatively lately to 100

the vaccine news.

Only after the first

successes of the

vaccination rollout had 95 -
materialized in several

countries did the bond

sell-off accelerate

90 -
Oct Nov Dec Jan Feb Mar Apr May

—EMU Government Bond index 10+ years (JP Morgan)
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BUILDING A SUSTAINABLE ECONOMY FOR THE 2020S

Deglobalization has started

From each paradigm shift... ...comes a winner
US - CAPEX A 2020-2021 - Fiscal plans (% GDP)
(YoY %) 200t
- 0 o o
} Industrials / Robotics
l’ - 10% New industrial plants typically add automation
- 0%
- 10% Innovation
SR : K technology ed
L -20% eep a technology edge

1948 1956 1964 1972 1980 1988 1996 2004 2012 2020

1.8 4 US - Real Inventory/Sales ratio R&D Spending per zone Small caps
1.7 1,000 - ($bn) More leveraged to local GDP
' ’
,o
1.6 ,800 - ’/,
15 /600 1 7 Sustainability
=" Transport / Energy efficiency
1.4 400 - -
1.3 ,200 -
09 L 5 Commodities
1980 1990 2000 2010 2020 1981 1991 2001 2011 2021

e JSA == China Europe === Projections

. . A\
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BUILDING A SUSTAINABLE ECONOMY FOR THE 2020S

Build a greener economy

Recent court decisions point towards an acceleration
in the race to net zero...

n German Constitutional Court decision - 29 April 2021

>

>
>

Ruling: present provisions that allow for CO2 emissions at the present time
constitute an irreversible legal threat to future freedom s

» Allowed amount of CO2 narrows remaining options for reducing
emissions

Provisions, allowed until 2030, under Federal Climate Change Act (2019)
incompatible with fundamental rights

» Lack of sufficient specifications for further emission reductions
Necessity to speed up reductions after 2030 to reach the Paris target
Risk of drastic freedom restrictions after 2030

n Dutch Court decision on Shell - 26 May 2021

>

>

Ruling: Shell must cut its CO2 emissions by 45% by 2030 relative to 2019
levels

Potential trigger for a wave of climate litigation against big polluters (in the
energy, automotive and utility sectors)

© All rights reserved

Sources: Bloomberg®, Candriam
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... while other signs of awareness are rising among
private actors as well

n Exxon Mobil climate vote - 26 May 2021

» Company lost two board members

> Hedge fund forced leadership to recognize the risk of failing to match global
efforts to combat climate change

» Hedge fund said it would have to cut oil output

n Cryptocurrency breakdown — 18 May 2021

> Bitcoin’s effect on global warming contributed to recent crackdown
» Environmental profile becoming a significant investment criterion among

retail investors as well

" To be clear, | strongly believe in crypto, but it can’t drive a massive
increase in fossil fuel use, especially coal”

Elon Musk, CEO of Tesla
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Build a more equitable economy

In the US, for the first time since 2018,

e : _ Two engines of inequality: The two components of the “Build back better”
billionaires paid lower tax rates than the working J taxes at the top programme point to changes in the tax system
class 1 health costs for the rest
60% e e e ) American Jobs Plan 10-Year Estimate (USD)
m Bottom 50% average pre-tax Raise corporate income tax 850bn
sl o income has stagnated since 1980, at rate from 21 to 28 percent
409  Americans $18,500 per adult Strengthen the global 500bn

minimum tax (GILT]I) for

30% _ - U.S. multinational corps.
o m Out of this stagnating income, a

. . ; Enact a 15 percent 100bn
rising share is going to taxes &

20% Bottom 50% earners ) : minimum tax on corporate
health — impeding wealth "book" income
10% accumulation . . .
American Families Plan 10-Year Estimate (USD)
0% Increase Taxes on High- 800bn
[T} = 1] s [Ty = Ly =] o
% £ § K % 2 § 2 % g s 5 § m At the top, opposite process: Income Households

booming income and falling taxes

. _ Reduce the Tax Gap 700bn
— snowballing wealth accumulation

(Improve tax enforcement)

© All rights reserved
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» Long Equities ex- US
» Long Value

Economic recovery is
expected to be sustained

* Impact of the pandemic is set
to diminish

+ As countries emerge from the
crisis, their economies should
rebound

* The “value” sectors should
benefit

KEY MESSAGES

H2 - Keep on track!

» Short Duration
» Steepening

Strong visibility on
Central Banks guidances

* In the US, a coming tapering
should be announced

* For the European, Japanese
and Chinese central banks,
patience should be the rule

» Overall, real rates have not
yet incorporated the recovery
in activity

» Long Thematics
» Innovation / Energy transition

* In the US, more spending but
also more taxes

* In Europe, fiscal support
taking off

S

Positioning and
sentiment indicators
remain favourable

 Outside the US, equity flows
remain soft, especially in
Europe

* Risk indicators are positive
but do not show exuberance

Sources: Candriam
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Equities ex-US

... benefit from the turn in
market drivers vs. pandemic

Preference for
Equities vs Bonds

S

Emerging
market debt

. still the only place to deliver carry

Sources: Candriam  Indicative data may change overtime
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KEY MESSAGES

Our allocation for H2 2021

)

Banking sector A more sustainable & resilient economy

... should benefit from bottoming-out ... implies investing in green projects, strenghtening
in the yield curve the local supply chain & fighting inequalities

Thematic Thematic

Tactical Opportunities Core Convictions

i

Structural changes after pandemic

Value stocks

Sustainability (Energy efficiency), Innovation (Digital,
Pharma), Small caps

European and Emerging stocks
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This document 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 performances of a given financial instrument or index or an investment service or strategy, or simulations of past performances, or forecasts of future performances are not reliable
indicators of future performances and are not guaranteed.

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.

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 or in local languages for each country where the fund’s marketing
is approved.

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 Luxembourg Sucursal en Espafa has its registered office at C/ Pedro Teixeira, 8, Edif. Iberia Mart I, planta 4, 28020 Madrid and is
registered with the Comision Nacional del Mercado de Valores (CNMV) as an European Economic Area management company with a branch. The following collective investment institutions (IIC)
are registered with the CNMV:

Candriam Absolute Return 657 Luxembourg SICAV Candriam Diversified Futures 1532 |France FCP
Candriam Bonds 266 Luxembourg SICAV Candriam Global Alpha 1563 |France FCP
Candriam Equities L 233 Luxembourg SICAV Candriam Index Arbitrage 707  |France FCP
Candriam GF 1392 Luxembourg SICAV Candriam Long Short Credit 798 |France FCP
Candriam Money Market 644 Luxembourg SICAV Candriam Monétaire SICAV 1472 |France SICAV
Candriam Quant 347 Luxembourg SICAV Candriam Risk Arbitrage 711  |France FCP
Candriam Sustainable 1493 Luxembourg SICAV Candriam Sustainable 470  |Belgium SICAV
Cleome Index 1275 Luxembourg SICAV
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