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HIGHLIGHTS

e Discussions on trade war between China and the US have been the main trigger for financial markets last week. It will continue as
China is ready for retaliation. That's the way we must interpret the recent change in the White House measures. It has postponed
new tariffs to December the 15%. It was said to ease Xmas gifts but it was more probably the consequences of the discussions
between the two countries. After December the 15, 96.8% of Chinese exports to the US will have tariffs. That's a terrible change
compared to the 5.3% seen in 2013.

The situation between the two countries and the Chinese announcement of retaliation are sources of concern and the reason for
lower interest rates. The risk is to jump into a global recession. With the deep slide seen on interest rate this week (August 12) after
the discussion on trade, the main question is to anticipate the level, in negative territory, they will be able to converge nin the
Eurozone.

e The impact of this trade war is already seen in exports figures for Japan. In real terms, the exports are already down more than 2%
in YoY comparison. The figure for July (August 19) will probably confirm this trend implying new risks for the Japanese growth.

e  The Markit indices for August will be released as flash estimates for Japan, Euro Area, Germany, France and the US on August the
227 We will look carefully at the manufacturing sector where the world index (will not be released next Thursday) is already in the
contraction zone and where all indices for larges developed countries are close or below the 50 threshold.

e Inthe UK, the CBI survey on new orders may confirm the risk of a deep recession (August 20). The recent drop of this index is
already impressive as accumulated inventories for the Brexit limit the possibility of a supplementary demand.

e The last point to look at will be the US housing market. The Existing Home Sales figure will be released on August the 21st, This is
an important data as it supports a wealth effect for US households. Recent figures do not show an improvement even with lower
mortgage rates. New Homes Sales will be released on August the 23,

e August 19 Final CPI release for July in the Euro Area. August 21, the German consumer confidence for August and CPI for Japan
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MAIN GRAPHS

Japan - Exports in real terms ‘

115

January 2014 - June 2019

index at 100 in 2015

111 l-\‘ ’l‘ ’.-‘ i‘
109 I' i f‘ Vs ‘\ —vv\"'/\—
107 I ! 1 A_/ LW |
/ lr\ ’/ \
105 12V / \ AN t
w / \ ! \
103 —4 4 s\ A
\

Euro Area - Inflation Rate |

5 ]

1 L)
(VAW
YoY change (RScale) s

Jan-14 May-14 Sep-14 Jan-15 May-15 Sep-15 Jan-16 May-16 Sep-16 Jan-17 May-17 Sep-17 Jan-18 May-18 Sep-18 Jan-19 May-19
‘Sources: Datastream; OstrumAM; philippewaechter.en.ostrum.com

N/
v L]

-0.50 + 1

January 1997 - July 2019

| United Kingdom - CBI Survey - New orders

3.00

AN PN
ARV ALL L
T L

V In points of Standard Error - January 1980 - July 2019
-3.00

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Sourees D ; Ostrum AM; philij en.ostrum.com

1980 1983 1986 1989 1992 1995 1998 2001 2004 2007 2010 2013 2016 2019
Source: Datastream; Ostrum AM; philippewaechter.en.ostrum.com

Japan also suffers from the trade war. lts exports are
trending down and the YoY change is now negative.
Japanese exports have taken advantage of the
Chinese take off but the Chinese momentum is now
lower and Japan suffers. July figures (August 19) will
highlight the Japanese constraint.

Conformation this week (August 19) of the Eurozone
inflation rate for July (1.1%). The energy contribution is
now close to zero and the inflation rate is converging to
the core inflation rate. This latter is stable around 1%
since 2017 and | do not expect a rise in coming
months as the growth momentum falters.

En route for a recession. The CBI index on new orders
dropped dramatically in recent months. This was
consistent with the negative GDP growth figure for the
second quarter. This slowdown will continue and the
recession is at the corner. Figures for August (August
20) will confirm that hypothesis.
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Markit indices for the manufacturing sector are

There is a limited momentum for the US housing
converging to 50 for the US but are below this level for

Consumer confidence in the Euro Area for August will

four other countries for which the flash estimate will be
release this week (August 22).

It will be a good indicator for the risk of recession in the
US and a confirmation in Germany
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market. The trend is quite stable since the beginning of
2016. This reflects the strong inertia in Existing Home
sales (August 21). This latter reflects a kind of wealth
effect for households. It is now limited.

give a direction on what we can expect on consumers
side in coming months. The graph shows a strong
consistency between the two indicators. The risk is, in
coming months, of a gloomy perception of the future
that could depress expenditures. This would increase
the risk of a severe slowdown.
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ADDITIONAL NOTES
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This document is intended for professional clients in accordance with MIFID. It may not be used for any purpose other than that for which it was conceived and may
not be copied, distributed or communicated to third parties, in part or in whole, without the prior written authorization of Ostrum Asset Management.

None of the information contained in this document should be interpreted as having any contractual value. This document is produced purely for the purposes of
providing indicative information.

This document consists of a presentation created and prepared by Ostrum Asset Management based on sources it considers to be reliable. Ostrum Asset
Management reserves the right to modify the information presented in this document at any time without notice, and in particular anything relating to the description
of the investment process, which under no circumstances constitutes a commitment from Ostrum Asset Management.

Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained in this document, nor in the use
that a third party might make of the information.

Figures mentioned refer to previous years. Past performance does not guarantee future results. Any reference to a ranking, a rating or an award provides no
guarantee for future performance and is not constant over time. Reference to a ranking and/or an award does not indicate the future performance of the UCITS/AIF
or the fund manager.

Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds directly managed
by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks anti-personnel mines and cluster bombs.
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