


1. Global economy
Under serious stress...
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While in early 2022, supply side tensions were giving signs of levelling off...
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... the war in Ukraine will add to turbulences, delaying the normalization of production conditions
and pushing commodity prices higher
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Memo: Ukraine and Russia are big exporters of grains

Wheat exports Importers of wheat and corn from Ukraine
(% of world exports) (% of exports, 2019)
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Put in perspective, the current spike in prices is impressive... especially for raw materials!
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2. China
An ambitious 2022 growth target...
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n March 2022

After a slowdown, growth should gradually accelerate...
the more so since authorities have set an ambitious target

Real GDP trajectory Real GDP growth
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Policy-driven credit restraint has heavily weighed on residential investment
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Construction and real estate account for 30% of China’s final demand

The final demand addressed to the construction
and real estate sectors is more than twice the
size of the value added of the two sectors

(% of GDP, 2018)
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If housing starts don’t recover somewhat, the drag on growth would be significant and long lasting
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Assuming buildings started stabilize at
their Q4 2021 level, real estate
investment contribution to GDP growth
would fall from 1.5% to 0% in 2022.

(*) Under construction (t) =
Under construction (t-1)
+ Housing starts (t)
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After the recent National
People’s Congress, Beijing is
planning for fiscal spending

growth of 8.4% this year, up from
actual fiscal spending growth of
0.3% in 2021

The central government counts
on local governments to
leverage up notably through
their funding vehicles (LGFVs),
and will also encourage SOEs to
ramp up infrastructure spending
(railways, power grid...).

CANDRIAM €

ANEW YORK LIFE INVESTMENTS COMPANY




3. United States
“The labor market is extremely tight”*

Jerome Powell
Nominated for second term as Chair of US Federal Reserve

(*) Semiannual Monetary Policy Report to the Congress
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March 2022

GDP rose sharply in the fourth quarter of 2021...

GDP and its components
(2019 Q1 =100, volume)
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... supported in particular by inventory rebuilding
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(January 2018 = 100, volume)
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Tensions in the manufacturing sector are still holding back production

and stopped easing in February
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40 w

70

60+

Production

50

40

30 w
17

March 2022

|

18 19 20 21 22

Sources: Refinitiv Datastream, Candriam

?g Backlog of orders
0
TV N
40 I “‘\;\
AL
23 Customer inventoriesY ¥
17 18 19 20 21 22
80
75
70 S A B
LU | Y
60T IV T T
5571
501 T T T T T
17 18 19 20 21 22
A
%0 Prices paid /I'
VAN |
70 A A
AVAS| /
60 V
40 V)

17

18 19 20 21 22

Supplier deliveries and new orders
(manufacturing sector, 3 months moving average)

80

70

60

- 100
90

- 80
- 70

504

40

- 60

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, - 50

New orders

- 40
[RH.S]

I T T 3 O

98

02

06

10 14 18 22

CANDRIAM €

ANEW YORK LIFE INVESTMENTS COMPANY




Business investment should continue to support growth in 2022

Phila Fed survey and investment
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Rising home prices and higher mortgage rates are reducing affordability...

FHFA house price index

March 2022
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Home sales and affordability
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Slowdown in home prices
and mortgage rates stable
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15% rise in home prices
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A measure of the underbuilding gap
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... but the existing construction backlog will keep residential investment

(millions, cumulated since January 2012)

Inwj'
Evolution of the
number of households

A

Cumulated
housing starts

March 2022

Sources: Refinitiv Datastream, Candriam

1200

1000

800

I E— TN Y

400

200

Home sales
(thousands, annual rate)

strong for several more months

6500

Existing home sales [R.H.S/]

-~ 6000

- 5500

A
W

- 5000

- 4500

New home sales

- 4000

I
14 15 16 17 18

I I
19 20 21 22

3500

600
500
400
300
200

350
300
250
200
150
100

50

Home inventories

(thousands)
3500
M Existing homes [R.H.S]]

3000
/ / \\f'\ 2500
— 2000
1500
New homes NS A 1000

500

O I I \\\\ I I I I I I I
00 02 04 06 08 10 12 14 16 18 20 22

N}
New homes for sale
(thousands)

A

// \\ Underconschnon)

0 T T T T T T
00 02 04 06 08 10 12

14 16 18 20 22



Fiscal support has faded, but the high pace of job creations and
still untouched accumulated excess savings will help keep consumption growing
T Deposits by income quintile

Cumulative change since 2018Q1
in billions of dollars
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The bipartisan Infrastructure Investment and Jobs Act passed,

but the Build Back Better Act seems “buried”

Build Back Better
($ billion)
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> Debt limit

The Congress voted on December
15 to raise US federal borrowing
authority by $2.5 trillion. It is
expected to allow the country to
cover its debt obligations into 2023.
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> The FY2022 Budget has finally been voted

The Senate passed an omnibus appropriations bill to fund the federal
government through the remainder of the fiscal year. The bill includes over
$1.5 trillion of regular appropriations — an increase of more than 6 percent
from last year — including supplemental funding related to the Russian war

in Ukraine.

The Child Care Tax Credit was not extended for 2022 : families will lose

$190 billion (i.e. 1% of disposable income)
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Despite heavy turbulences, US growth should remain above 3% in 2022...
unless oil prices jump to $150 and stay there

Real GDP

(billions of constant dollars, annual rate)
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The U.S. economy is now at “maximum employment”
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The pool of available workers calls for a sharp deceleration in jobs creations

Not in the labor force who currently want a job
(% of working age population)

A “generous” estimate of the pool of available workers
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The increase in labor turnover is pushing wages up...

Labor market evolution compared to maximum employment
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... particularly for low-paid workers

(% year on year)
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Production and
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“If wages were to be rising persistently and materially above
inflation and productivity gains, that could put upward pressure
on prices or downward pressure on margins, and you can find
yourself in what we used to call a wage price spiral. We don't
have evidence of that yet. Productivity has been very high.”
J. Powell, November 3, 2021

March 2022

Sources: Refinitiv Datastream, BLS, Candriam
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Up to now, the acceleration in inflation largely reflects
lasting supply/demand imbalances related to the pandemic

Contribution to total inflation
(CPI, % year on year)
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The pickup in rents is likely to accelerate further

Households’ formation

(millions) Factors driving rents
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Persistent supply chains tensions could keep inflation at a relatively elevated level

ISM supplier deliveries and inflation

Supplier deliveries (-6M) [R.H.S.]

Under pressure inflation
(%, year on year acceleration)
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Inflation with persistent bottlenecks
(% year on year)

With delivery times at 65 by
the end of 2022, accelerating
inflation in core services and
assuming oil prices at 110 $/b.
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Having reached its maximum employment target and confronted with ongoing supply tensions,
the Federal Reserve has no choice but to cautiously tighten its monetary policy

Fed funds rate expectations 10-year Treasury rate
(%) (%)
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The size of its portfolio gives the Fed additional leverage to curb activity...

Federal Reserve liabilities
($ billion)

Total /\‘
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should this be necessary!

Normalizing the size of
the Fed balance sheet
could imply a decrease of
roughly $3 000 billion...

to be achieved by
selling part of the
securities held outright.

This could lead to the Fed
getting rid of all its MBS
holdings*.
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(*) “In the longer run, the Committee intends to hold primarily Treasury securities in the SOMA,
thereby minimizing the effect of Federal Reserve holdings on the allocation of credit across

sectors of the economy.”

Principles for Reducing the Size of the Federal Reserve's Balance Sheet, January 26, 2022

March 2022 Sources: Refinitiv Datastream, Candriam
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4. Euro area
A delicate balancing act for the ECB

EUROPEAN CENTRAL BANK

EUROSYSTEM

Christine Lagarde
ECB press conference, February 3, 2022
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By the end of 2021, economic activity had returned to its pre-pandemic level

Euro area GDP components
(2019 Q1 =100, 4 largest economies)
Real GDP growth by country
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The Omicron wave had less of an impact on activity than previous waves

Google mobility trends

(% compared to January 2020, smoothed over 7 days)
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Services production was only temporarily affected by the Omicron wave

PMI indices
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While supply constraints were continuing to curb manufacturing activity...

Factors limiting production in industry
(EC quarterly business survey, % of firms)
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... German car production was about to recover

Euro area industrial

production and new orders
(January 2014 = 100)
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The recent dynamism of demand is supporting moderate growth in business investment...
especially since companies are in a healthy financial situation

Euro area
equipment investment

and perceived demand
(% year on year)
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Except in Spain, residential investment is recovering
despite supply constraints and rising real estate prices

Residential investment
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The ongoing improvement in the labor market supports income...

Unemployment rate
(%)

Employment growth in the euro area

(% cumulated since 2019 up to 2021 Q4) +2.2 +2.0
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. and household confidence

Consumer confidence
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The Ukrainian war is a clear risk for growth,
as Europe is heavily dependent on Russia for energy

Central and Eastern Europe would suffer
EU main suppliers for oil and natural gas the most from a Russian energy blockade

WHICH EU. COUNTRIES IMPORT

Crude oil & petroleum products

(&)

N atu ral g as Share of country's
s 20 (shares, %, 2020)

natural gas
imports from Russia, 2020
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March 2022 Sources: BCA, Eurostat, Candriam
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Even if energy prices follow market expectations...

Natural gas price
(January 2019 = 100)
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... energy will add more than 2% to inflation in 2022

Energy contribution to euro area inflation
(% year on year)

(annual average)
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Energy weights in CPI
(%, 2022)

S 8BESZTEELEES
s 2o c2csETassH PE
En Pz 2@ o S € 5
[ @03'—'— P =<< o =2
= a =S
(D —-— |_|J
(5]
=
Transport fuel Gas

Other

CANDRIAM €

ANEW YORK LIFE INVESTMENTS COMPANY




Measures taken by governments and accumulated excess savings could help cushion
the erosion of household purchasing power... for a few months!

Excess financial saving accumulated by households since Q4 2019
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Memo: in most countries, the increase in deposits accounted for most of the saving accumulation

Households net acquisition of financial assets

(% of GDP)
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Even if Russian oil is embargoed by the Allies, some offsets could be found
and prevent prices to stay excessively high

., . China’s crude oil imports by
Russia’s crude oil exports destination

by destination (2019)
(2020) '

other
0.3%

" w A China, imported 10.1 mbd
China B of crude oil on average in
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A full cut of Russian gas would be much more problematic

Natural gas usage
(%, 2019)

Industry
(non energy use)
) 6%
Agriculture
& fishing
2%

Sources: Eurostat, IEA (A 10-Point Plan to Reduce the European Union’s
Reliance on Russian Natural Gas), Candriam

. March 2022

By how much can the EU cut its gas
import from Russia within one year?

(billion cubic meters)

160

120

2021

EU’s annual
imports could fall by more than a

More
supply

Demand* Cautionary Within
storage 1 year

call on Russian gas

third within one year...
even by more than half according to

the EC.

“The EU could theoretically increase
near-term LNG inflows by some 60
bcm, compared with the average
levels in 2021. However, this would
mean exceptionally tight LNG
markets and very high prices.”

“A temporary shift from gas to coal- or
oil-fired generation could reduce gas
demand for power by some 28 bcm
before there was an overall increase
in the EU’s energy-related
emissions.”

(*) Speed up the replacement of gas boilers
with heat pumps, Accelerate energy efficiency
improvements in buildings and industry,
turning down the thermostat for buildings’
heating by 1°C would reduce gas demand by
some 10 bcm a year.



With natural gas inventories are at an all time low,
the EU should only be able to avoid shortages... in the first half of 2022...

Natural gas inventories Share of gas in energy mix
(% of storage capacity) (%)
100 100 Netherlands s

5-year average taly
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(*) Assuming Russia provides 40% of our annual gas consumption and 10% transits through Ukraine.
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... and the cost of rebuilding inventories for next Winter is going to be high

The LNG market

S e ) B

UBSTREAM UQUEFALTION SHIPPING. REGASIFICATON CONSUNPTION

Europe has been a prominent beneficiary
of the increasing role played by the United
States in the LNG market. Due to its
higher prices, Europe has managed to
attract US LNG cargos otherwise destined
for Asia, to compensate for lower Russian
gas supplies.

March 2022 Source: McWilliams, B., Sgaravatti, G., Tagliapietra, S. and G. Zachmann (2022) ‘Preparing for the first winter without Russian gas’, Bruegel Blog, 28 February

Cost for filling up storage
in April-Oct 2022
(€ billion)

Average cost » )
2012.21  Additional cost in 2022

If companies do not increase storage, Gazprom
might continue keeping the market very tight.
However, if companies store lots of gas,
Gazprom might be tempted to flood the market.

Until the summer, the EU would likely
be able to survive large-scale disruption
to Russian gas supplies, based on a
combination of increased LNG imports (to
the limited extent this is technically
possible) and possibly some marginal
demand-side measures such as industrial
gas curtailments.

In the longer run, the situation is more
problematic. While some spare import
capacity is available, reaching the scale
required to entirely replace Russian
volumes would be at best extremely
expensive, and at worst physically
impossible.
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For the time being, sanctions are meant to be narrowly targeted in order to impact Russia
without affecting the euro area’s energy imports

The Allies have partially cut Russia from Swift, trying not to
directly affect our energy imports from Russia.

The freeze on Russian central bank assets will make it
increasingly difficult for the Central Bank to keep the ruble stable.

The Russian economy has been impacted. On top of a possible
confidence shock, the Central Bank of Russia has raised its key
rate to 20% (from 9.5%) to slow down deposit withdrawals and
counter the rubble depreciation (the RUB has already
depreciated by close to 50% against the dollar since mid-
February). The CBR has also decided to put in place capital
controls.

March 2022 Sources: JP Morgan, Refinitiv Datastream, Candriam

Currency decomposition of Russia’s
international reserves*
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The direct trade impact of a fall in Russia’s imports should not be dramatic for growth,
although some European countries may be more affected

Russia goods imports by origin Exports to Russia by country
(% of total imports, 2021) (% of each region or country GDP)
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Banks’ exposure to Russia has significantly decreased since 2014 and is rather limited
but cutting banks from SWIFT could have unintended consequences

Banks exposure on Russia
($ billion)

. On Russian
2014 JOn Russmp banks

2021 | _ Russia’s total external debt
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If tensions on the energy market do not worsen materially and assuming solid government support,
GDP growth could still be above 3% in 2022

Real GDP _ _
(millions of constant euros, annual rate) How the Russia-Ukraine war

19500 could affect euro area growth
ECB

12000 (March 2021) GDP growth
Best case _ _ _ This could be partly .

11500 - Higher inflation offset by new 2021 =15.2%
. governments support 2022 = 3.4%

11000 ro Loss of exports measures and dipping 2023 = 2.5%

into excess savings.

10500
Energy shortage

10000

... and confidence shock

9500 \ ‘ ‘ !
19 20 21 22 23
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Memo: a full cut in imports of Russian energy products — especially natural gas -
would trigger a recession

Main transmission channels
to the euro area

Consumption channel: higher natural gas - and
electricity — prices reduce households’ real disposable
income and purchasing power.

Intermediate goods channel: natural gas is an input
in the production processes of many firms. Besides the
energy sector itself, which mostly transforms natural
gas into other forms of energy, other large-scale users
of gas are producers of chemicals, basic metals, non-
metallic minerals (glass, cement, ceramics, etc.) and
food and beverages.

Direct trade impact (a ban on euro
area exports to Russia)

Indirect trade impact (lower growth in
the rest of the world)

March 2022 Source: Candriam

Impact on growth

2% higher inflation (with oil prices at
$150 and elevated natural gas prices).
GDP growth lowered by 1.8%.

A 10% gas rationing shock is estimated
to reduce euro area GDP by about
0.7%. If all natural gas imported
from Russia is missing, GDP growth
would be lowered by 2%.

GDP growth would be lowered by
0.75% of GDP.

GDP growth would be lowered by
0.2% of GDP.

Possible
policy offsets

This will be partly
offset by new
governments support
measures and lower
excess savings.

By end of 2021, our
natural gas needs
could be reduced by
33% to 50% of what

we import from
Russia.
Additional fiscal

support could step in

Total impact on GDP = -4.8%
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The ECB is in a difficult position: while downside risks to growth have mounted,

Euro area unemployment rate
(%)
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the labor market is very tight

Vacancy rate and labor shortage
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As in the United States, the rise in underlying inflation can be explained
by the pressures arising from the pandemic (l)

- (% year on year) ]
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As in the United States, the rise in underlying inflation can be explained
by the pressures arising from the pandemic (ll)

Contribution to core inflation

(% year on year)
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The dynamics of inflation is however much less worrying than in the United States

(% year on year)
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The ECB has now to perform a delicate balancing act...

Eurosystem monthly purchases

(€ billion)
160
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80 1 e
40 1 Ry
0
2015 2016 2017 2018 2019 2020 2021 2022
mmm CBPP CSPP mmm ABSPP
mmm PSPP m PEPP ——Target

» PEPP holdings will be fully reinvested at least to the end of
2024 and PEPP’s flexibilities will be retained for the reinvestment
phase so that reinvestments can be “adjusted flexibly across
time, asset classes and jurisdictions at any time”.

» Purchases under the APP will be raised from the current
€20bn/month to €40bn in April and then lowered to €30bn in
May, €20bn in June... before it is stopped in Q3.

March 2022 Sources: Refinitiv Datastream, ECB, Candriam
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... and remain ready to tighten if “second round” effects are looming

3 months Euribor future contracts 10-year German sovereign rate

(%) and short-term rate expectations
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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 simulations of past performances, or forecasts of future
performances are not reliable indicators of future performances. 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.

The present document does not constitute investment research as defined by Article 36, paragraph 1 of the Commission delegated regulation (EU) 2017/565.
Candriam stresses that this information has not been prepared in compliance with the legal provisions promoting independent investment research, and that it is not
subject to any restriction prohibiting the execution of transactions prior to the dissemination of investment research.

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 Swiss investors: The appointed representative and paying agent in Switzerland is RBC Investors Services Bank S.A., Esch-sur-Alzette,
Zirich branch, Bleicherweg 7, CH-8027 Zurich. 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 Switzerland..
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