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HIGHLIGHTS

The global economy is slowing very rapidly and the world trade was contracting in June.
To anticipate the immediate future on the economic activity, companies' surveys are key.
Next week, the Markit and ISM surveys will be released. On September the 2",
manufacturing sector surveys for Markit will be out. The ISM will be out on September the
3rd. These number will highlight the short term momentum of the global activity and the
future dynamics of world trade.

On September the 4t the Markit service sector survey will be released and the 5t it will be
the ISM survey on services. In the US, the services survey no longer rebalance the
weakness of the manufacturing sector. The flash estimate for the Markit survey is now
below 51. Fragility leading to recession?

US employment for August will be released on September the 6t. Recent numbers on
jobs creation have been revised down (annual revision) leading to a lower dynamics. This
inflexion is consistent with the change in trend seen in the JOLTS survey.

Industrial Orders in Germany for July (September 5) will be another source of information
on the strength of the global momentum as this indicator has a profile consistent with the
OCDE corporate investment. Recent data show a rapid slowdown.

Recent developments in the Middle East with higher tensions, this week-end, between
Israel, Lebanon and the West Bank.
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NEXT WEEK'S MAIN DATA AND EVENTS

e Markit Corporate surveys for the manufacturing sector (September 2) and the ISM survey (September 3)
As always, in this period of weakness in the economic activity, corporate surveys will be the information to follow this week. On
Monday 2, Markit surveys indices for the manufacturing sector will be released. The world index was at 49.3 in July reflecting the rapid
drop in developed countries. The Euro Area was at 47 in the flash estimate released earlier this month, Japan was at 49.5 (revised
down this morning at 49.3) and the US was at 49.9. The world index will probably go lower.
During the week-end, the Chinese official index was at 49.5 and early this morning the Markit index for China was at 50.4. These
indices fluctuate around 50.
The most interesting index to follow will be the US Markit index. In the flash estimate it was released at 49.9, the first drop below the
50 threshold since September 2009. The confirmation of this level would show a real change for the US economic outlook
exacerbating the risk of a recession in coming months. This will have to be confirmed by the ISM index that will be released on
September 3.
These data on the manufacturing sector momentum are frankly important to gauge the world trade dynamics. Recent development of
the trade war will probably extend the recent drop.

¢ Industrial orders in Germany (September 5)
This index reflects the impact of the current international mayhem on the German business cycle. But my favorite sub-indicator is on
capital goods orders as it is a good proxy for the OCDE investment. Recent data have shown a negative trend. This will probably be
consistent with a slowdown in corporate investment in coming months. Large uncertainty is a source of deterrence for companies to
invest.

¢ The Markit services index (September 4) and the ISM services index (September 5)
Services index are still in positive territory but they are trending downward. This can be seen on the ISM global index which
is at 53.3 in July (vs 60.6 at the peak last September) and on the Markit global index. The services index follows the
manufacturing index. It's not a source of impulse that may reverse the trend seen on the manufacturing sector.

e US employment for August (September 6)
The US labor market is weaker than expected after the annual revision. The number of jobs created since the beginning of
the year is the weakest since 2010. The slowdown seen in the recent corporate surveys doesn't pledge for a rapid change.
Therefore, pressure on wages will probably diminish in coming months.

e GDP and Employment (final) for the 2Q in the Euro Area ((6), Trade balance for the US (5) and trade balance for France
(6). Productivity and Unit Labor Cost for the 2" quarter in the US (2" estimate September 5), Retail sales in the Euro Area

(4)
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MAIN GRAPHS
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Average job creation in the US over the first 7 months of the year
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The manufacturing sector is downside trending. Most
of developed countries are now in the contracting area.
That's the case for the Euro Area, the US, Japan and
the UK. For emerging countries the index is marginally
above the 50 threshold. Among them, India is still
above 50 and China fluctuates around this level.

ISM and Markit synthetic indices are rapidly trending
down. The rapid drop of the manufacturing index is not
compensated by a strong services index. The ISM
index was at 53.3 in July vs 60.6 last September. In
August, after the flash estimate, the index is 50.8 on of
the lowest level since 2010.
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Sources Datastream; Ostrum AM;philippewaechter.en.ostrum.com

After the annual revision, the momentum of the labor
market is the weakest since 2010. Is it the
consequence of the surge seen in 2018 or a change in
trend ? Looking at the JOLTS survey we see that the
dynamics has changed since the beginning of the year.
The economy is slowing down.

Exports and imports in volume terms excl. oil since Donald
Trump'’s election
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Euro Area - GDP Profile
Real GDP (1Q 2000 - 2Q 2019)
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Brazil - Industrial Production and the Markit
Synthetic Index for the manufacturing Sector
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The US strategy to reduce the trade deficit is a failure.
Imports, in real terms, are growing rapidly while
exports are stable. Therefore the external trade
balance is wider than expected. It's Econ 101 to know
that a strong domestic demand, boosted by the strong
2018 fiscal policy, is associated with surge in imports.
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The economy follows a strong trend since the
beginning of the recovery in 2013 (2% per annum).
This reflects the strong German momentum. But this is
changing. Since the beginning of 2018, the trend is just
above 1%. The probable recession in Germany implies
a risk in the Eurozone outlook.

The Brazilian economy is still at risk. The mild recovery
after the deep recession recorded in 2015 and 2016.
The contraction of the global manufacturing sector will
push down the Brazilian index below the 50 threshold
(49.9 in July). This will continue.
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ADDITIONAL NOTES
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Limited Liability Company, Share Capital €50,434,604.76

Regulated by AMF under n°GP 90-009

Company Trade Registration (RCS) Number 329 450 738 Paris

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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