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THE KEYS OF THE WEEK

The graph that | like or concern me this

week:

Robust employment signals in EUro
surveys
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Europe’'s new challenges Page 2, 3

The rules of the global economy are changing
and the resulting balance is very different from
the recent past. How should Europe define itself
in this disrupted framework?

The climate and the risk of immobility
Page 4
Government climate commitments are slow in
coming

e On the rating of France Page 4

Far from the drama but the questions remain
asked

In France in April, the economy lacks
momentum according to INSEE Page 5

Mixed signals in the survey conducted by INSEE
among comﬁanies. Employment remains strong
and will further raise questions about the pace
of productivity.

In April, recovery in the Euro zone, the
ECB must accentuate the movement Page
@n the Eurozone, the April surveys by Standard

and Poor's are rather optimistic. The zone is
emerging from the risk of recession

USA - Slower growth in the first quarter
but internal demand is robust. Limited
concerns Page 7

The slowdown in American growth (+0.4%)

mainly reflects a rapid increase in imports, a
lagged effect of still solid internal demand.

Germany - The worst is over but this does
not necessarily indicate a rapid recovery
in 2024 Page 7

The improvement in the IFO index must be
put into perspective. It is still very far from
its historical average and employment
remains a concern. The revision of growth
expected in 2024 is premature.

The living wage - A macroeconomic
upheaval? Pages 8 - 9

The Michelin firm offers to pay its
employees a decent salary. Higher than the
minimum wage, it should allow you to live
and have a social life.
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The question of the week of April 29, 2024

Europe's new challenges

The model of globalization is no longer as cooperative and coordinated as in the recent past.
The rules are changing and many partners, competitors or enemies of Europe are freeing themselves
from them. Therefore, Europe must redefine itself both economically and politically.

The creation of an internal market, advocated by the former Italian Prime Minister, Enrico Letta,
allows us to go further than the single market. To compete with the United States and China and
perhaps India tomorrow, Europe must act collectively and no longer at the level of each country.
Industrial policy and the Capital Markets Union must make it possible to resolve the equation posed.

The world is changing and the rules on which it
operated are being flouted by both Europe's
partners and competitors. Should this remain
conditioned by the world before or intervene in a
new framework which is being constructed in a
somewhat anarchic way?

This issue about the future of Europe is found in
recent reports or in speeches. The reports from
Mario Draghi and Enrico Letta question the

economic dimension of the necessary renewal while
Emmanuel Macron, in his speech at the Sorbonne on

April 25, has a necessarily more political vision.

What emerges from these contributions is the
necessary construction of a more autonomous

Europe in its two economic and political dimensions.

The junction point highlighted by the French
President is the defense sector which must be
invented on a strategic level, a very political
dimension with, for example, a questioning of the
role of French nuclear power, and a European
defense industry so as not to depend on the
Americans.

In a world in tension, is defense an essential
product? Should the relocation of industries
essential to the economy, semiconductors or
batteries for example, also apply to political
questions? Certainly.

In this great upheaval and by focusing on the
economic question, the contribution of former

[talian Prime Minister Enrico Letta is enlightening on

the issues and challenges that Europe will have to
face.

The major observation is that European institutions

must go beyond what already exists. The major
principle of European construction is the

establishment of the single market in 1993. It works

well but is an institutional framework of the world
before, not the one in which we must now evolve.

Enrico Letta and the need for a
better constructed internal market

The single market concerns four freedoms: the
freedom of movement of people, goods, services
and capital. However, the implementation
framework remains national.

Enrico Letta is campaigning for a real internal
market. If the Americans and Chinese are so strong,
have developed large-sized companies, leading
technology companies, it is because the size of the
domestic market has allowed significant economies
of scale and considerable means of investment. As
an illustration of the size of companies, the report
highlights that of the 50 most valuable technology
companies in the world, only 4 are European,
including one English.

On the need to have an internal market in which
companies have the opportunity to develop, the
report cites telecommunications. There are more
than 100 operators in Europe, each with a national
rather than European dimension. An operator has
on average 5 million customers compared to 107
million in the US and 467 in China.

To have innovative and competitive companies, the
rules and forms of the telephone market cannot be
local. From being a leader in this sector, Europe has
become a follower and no longer has the capacity
to impose its norms and standards. This is also one
of the issues that applies to many sectors.

Due to a lack of capacity to guide the market,
technological standards escape Europe and
dependence on foreign technologies, American or
Chinese, is exacerbated. This does not mean that
what is currently happening is not effective on an
international scale, as shown by Orange in Africa.
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The question of the week of April 29, 2024

Europe's new challenges

The scale to be adopted is above all that of Europe
and no longer that of the country. Companies must
be able to deploy quickly across the entire
European territory based on European and not local
rules. The same goes for industrial policy which can
only have a European dimension.

Developing national champions leads to an impasse
which is the one we are facing. Consequently,
competition rules, for example, must be based
primarily on the European dimension and no longer
national.

A new culture of growth

The single market is based on the freedom of
movement of people, capital, goods and services.
To this Enrico Letta adds the need to create a
network on innovation and research to facilitate the
exchange of ideas within the European area.

This idea inevitably brings to mind Joél Mokyr's
thesis on the industrial revolution.

In a recent work, “The culture of growth” published
in France in 2020, he considers that since the
Enlightenment the possibility of exchanging ideas,
innovations and processes had allowed the
establishment of the factors which led to the
industrial Revolution.

In the words of the former Italian Prime Minister we
find this collective problem around ideas and culture
as the cradle of European society and its success.

All this also means that industrial policy must be
European and no longer defined by each country.
This European industrial policy is then the level to
define the framework which is transforming due to
the energy transition and the commitment towards
carbon neutrality in 2050.

It is within this framework that defense policy must
be included both on the strategic level, what type
of defense, what role for military nuclear power,
but also on the economic level with the
establishment of a form of planning defining
priorities and timetables.

The last point is the need to mobilize capital for
local projects. Until now, Europe has abundant
savings, as evidenced by its surplus current account
balance. But we must create the conditions so that
these savings, rather than going to the US and then
coming back to buy European companies via
American channels, invest directly in Europe.

European savings must be invested mainly in
Europe. This is the meaning and the challenge of the
Capital Markets Union. In the coordinated and
cooperative world that prevailed, this dimension
was important but not essential because
technology transfers and political support worked
well. It's not exactly the same anymore. To master
its destiny, Europe must invest massively in order to
chart its own path. The Capital Markets Union must
make a major contribution to this.

This project by Enrico Letta is ambitious. He
considers that to maintain its independence, Europe
must be able to decide collectively and
independently of national preferences.

Europe is falling behind the United States and is
being strongly challenged by China. The issue posed
by Enrico Letta and others is whether we should
stand up collectively or in dispersed ranks. The
former Italian Prime Minister advocates a collective
dynamic, the only solution to have economic and
political decision-making autonomy. In this period of
upheaval, if each country decides in its own corner,
the dispersion of resources and the divergence of
results will be contrary to the expectations of
European well-being.
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Two remarks

The climate and the risk of
immobility
In its letter addressed, on April 2, 2024, to the
President of the Republic, the High Council for
the Climate regrets the postponement, by the
government, of essential decisions to allow

France to converge towards the trajectory
leading to carbon neutrality.

“...the High Council for the Climate notes that
after several consultations and debates,
neither the energy and climate programming
law, nor the French energy and climate
strategy, nor the 3rd National Low Carbon
Strategy, nor the 3rd National Climate Plan
adaptation to climate change, nor the 3rd
Multi-annual Energy Program have been

formally adopted, despite legislative obligations.

“(HCC letter)

These postponements are concerning for two
reasons.

All these elements must allow France to
respect its commitments both to the Paris
agreement and to the European Commission.
The 4.8% decline in GHG emissions in 2023 is
not a guarantee of doing as well in 2024 and
subsequent years.

The other point is that behind these
postponements there is the adaptation of
French society to the new framework which is
emerging while facilitating the acceptance of
the associated upheavals.

For each household, each company, the choices
that will be made on automobiles, energy, real
estate and work will have major and lasting
consequences. The later the decisions are
made, the more they will be made in haste at
the risk of inconsistency and a lack of agility
rhyming with immobility of behavior and
political attitudes.

On the rating of France

France's rating has escaped the turmoil of a
downgrade.
A few comments

1 - In the days preceding the publications by
Moody's and Fitch, a certain excitement could
be perceived, as if France was not capable of
honoring its commitments? This issue was
never on the agenda and the comparison with
Greece in 2015 was heresy.

2 - The difficulty of French public finances is to
always believe that in the end growth will make
it possible to resolve the imbalances. This has
often worked well but this is no longer the case
because French nominal growth is slowing down
over time. The increase in inflation in 2022 and
2023 wiill only be transitory.

3 - This belief made it possible not to arbitrate
on expenses and revenues. The reduction in
taxation and the increase in spending have
never been clearly arbitrated. Fiscal policy
movements should systematically have a
favorable effect on growth. It was not the
case.

4- Whatever it costs, it weighs heavily on public
finances. The graph reproduces the structural
balance (when growth is at its potential) as a %
of this potential GDP. Before covid,
convergence towards O was difficult, it
appears impossible now.

5 - Therefore, the measures to be taken to
rebalance public finances are much more
important than the 10 or 20 bilion announced
by the Minister of the Economy.

To reduce the public deficit over time, these
measures would need to be systematic over
time.

France: Structural Balance as % of|
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In France in April, the economy lacks momentum according to INSEE

The INSEE survey of business leaders does not validate expectations of a
marked resumption of activity in the spring. Activity indices are falling. Little
concern about prices and rebound in employment

The business climate index measured by

|France: Business Climate and its Components|
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» Comparison with the SP Global Index

published on April 23 shows a similar but [Two views on the business cycle in France|
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» The measurement of anticipated prices Price Expectations (Insee Surveys) and the
in the different sectors suggest that . fedon rate in France 0
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Inflation is not rebounding despite higher
oil prices.
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In April, recovery in the Euro zone, the ECB must accentuate the movement

The Eurozone actiVity index indicates a | Eurozone: GDP Growth and Activity Index I
significant reduction in the risk of recession |° =
and suggests a recovery during the spring. ] m 1
The ECB must support and accentuate this ; 0 A I

movement. . Y Ve
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» This change in pace is reflected in the

profile of employment indicators.
Companies everywhere want to hire
more. There is a real change in trend.
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USA - Slower growth in the first quarter but internal demand is

robust. Limited concerns

» US GDP grew by 0.4% during the first
three months of the year. The figure
compares with 0.6% in the first quarter
of 2023 and 0.8% in the last quarter of
last year.

» The growth carryover for 2024 at the
end of the first quarter is 1.8%.

If activity remained at the level of Q1 for the last 3 quarters of 2024,
average annual growth would be 1.8%

» Internal demand remains robust with a

contribution of 0.7% over the first 3
months. The slowdown in growth comes
from the rapid increase in imports which
contribute negatively.

|Us GDP Quarterly Profild] Total
- +8 5%,
10.0 0.4
0.3 mm
9.0
12 [l
o
0.5
T0 = 2 - N
) 1.7 0.7 Il )
50 ... L
40 0.8 =]
3.0 1.5
. |
10 .
00

2021 Q2 Q3 04 2022 Q2 03 Q4 2023 02 Q3 Q4 2024

Contributions to the US GDP Quarterly
Growth

08

HH Consumption mlnvest =GwiExp. =Exports =Impors

06
0.4

T B PR P |

-0.2

0.4
2023 Q2 Q3 Q4 2024
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Germany - The worst is over but this does not necessarily indicate a

rapid recovery in 2024

» The IFO index is improving but remains
well below its historical average (O on the
graph).

The government plans to revise upwards
its forecasts for 2024 (+0.2% for now). It
is still premature even if the PMI index
stabilized in April. One point does not
make a trend.

» Employment is always a concern.
The indicator from the IFO survey
indicates that the adjustment in the labor
market is not yet complete.
There will probably still be a bit of
adjustment in the first half.

Business Climate in France
and IFO in Germany
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Macroeconomic Turbulence #12

The living wage -
A macroeconomic upheaval?

The tire manufacturer, Michelin, considers that the minimum wage is not sufficient to have a
comfortable living environment. You must be able to make a living from your work but also have the
means to participate in social life and be a citizen participating fully in the life of the city and the

nation.

Michelin has thus defined a salary which, for a family of 4 people, makes it possible to satisfy these
criteria while adjusting to the place of life. This decent wage is therefore defined locally, a city or
a country. This salary will then evolve according to local economic conditions according to several
criteria and not simply via indexation to inflation. Some thoughts on this theme and the

microeconomic and macroeconomic effects.

The question posed by the Michelin group is major.
But this is not a recent question. Adam Smith
already spoke about it and many economists have
worked on this point.

The second remark is that the choice made by
Michelin is not that recommended by the European
Commission. In 2020, it issued a directive on the
issue, to be transposed without obligation of
implementation within 2 years from 2022, but had
standardized it at 60% of the median gross salary.

The tire producer does not want to limit himself to
such a mechanical vision. It is closer to the Anglo-
Saxon approach which recommends a salary level
that allows you to live decently while participating
in social life.

This part is interesting because it repositions work
within the employee's life as an element of it but
not as a sole objective.

Furthermore, this definition is more flexible because
living conditions are not the same geographically,
the decent salary will not be the same everywhere.
Michelin differentiates the decent wage between
Pais and Clermont Ferrand but also in Brazil or
elsewhere.

The third point is that this definition of a decent
salary must come from the company which must
thus create the conditions so that the employee
can be efficient and sufficiently productive so that
the profitability of the company is not affected.

By proposing such a measure, Michelin indicates
that salary is not the enemy of employment when
for too long it has been considered that salary must
be very low to guarantee employment.

The fourth point is that by acting in this way,
Michelin is choosing to retain its employees and not
take the risk of seeing them leave elsewhere
because of a more attractive salary. In aging
economies, retaining experienced people is also a
choice to maintain company productivity.

On a microeconomic scale, the bet is to think that
improving working conditions and establishing a
decent salary will allow both attachment to the
company for employees and high profitability for
the company. . The choices thus made start from
the employee and their working conditions rather
than from a framework in which the employee must
fit.

The logic is not comparable on the macroeconomic
scale. The question is more complex because it
depends on the scale of implementation of this
decent wage. We can, however, imagine that an
attitude in favor of a decent wage, with the
conditions attached to it, would make it possible to
have a beneficial effect at the country level both on
purchasing power and on productivity.

Rethinking business dynamics

The question of a decent salary requires us to
rethink the dynamics of the company. By positioning
the employee at the start of the value chain
construction process, the company is forced to
think differently with regard to production and
working conditions.

This also means that suppliers must follow this logic.
The question of a decent salary starts with the
employee by constructing his or her work
framework and this can only be defined by the
narrowness of the employee's job definition.

April 19, 2024
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This must also have an impact on executive
remuneration. Is it possible to develop the issue of a
decent wage within a company while paying
executives at a level close to indecency? This does
not appear compatible and that is what is
interesting about Michelin’s approach.

The question of remuneration is raised within the
company outside the more institutional framework
defined by the rules desired by governments. It is
thus a measure of the difference between a global
company and a State whose field of action is
limited to its borders. It’s another way of thinking
about the economy and thus redrawing a new
framework and different dynamics that are
probably more effective over time.

For France, the pawn pushed forward by Michelin
must create the conditions so that broader
reflection on work and wages can take place. This is
an essential dimension as labor standards change
across the wider world. Economists must seize this
point forcefully.
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and registered under n. B 115843. Registered office of Natixis Investment Managers S.A:: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy
of Luxembourg. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered
office: Senckenberganlage 21, 60325 Frankfurt am Main. Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard
7, Bte 100, 1000 Bruxelles, Belgium.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva,
Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zurich.

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised and regulated by the UK Financial Conduct Authority
(register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When permitted, the
distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be
communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to be
communicated to and/or directed at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed
at only financial services providers which hold a license from the Guernsey Financial Services Commission; in Jersey: this material is intended to
be communicated to and/or directed at professional investors only; in the Isle of Man: this material is intended to be communicated to and/or
directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority or insurers authorised under
section 8 of the Insurance Act 2008.

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East (DIFC Branch) which is regulated by the
DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding to
participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other
Person should act upon this material.Registered office: UnitL10-02, Level 10 ,ICD Brookfield Place, DIFC, PO Box 506752, Dubai, United Arab
Emirates

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd. Registration No.: Director-General of the Kanto Local Financial Bureau
(kinsho) No.425. Content of Business: The Company conducts investment management business, investment advisory and agency business and
Type Il Financial Instruments Business as a Financial Instruments Business Operator.

In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting
Enterprise regulated by the Financial Supervisory Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi
Dist., Taipei City 11085, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.
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Additional notes

In Singapore: Provided by Natixis Investment Managers Singapore Limited (NIM Singapore) having office at 5 Shenton Way, #22-05/06, UIC
Building, Singapore 068808 (Company Registration No. 199801044D) to distributors and qualified investors for information purpose only. NIM
Singapore is regulated by the Monetary Authority of Singapore under a Capital Markets Services Licence to conduct fund management
activities and is an exempt financial adviser. Mirova Division (Business Name Registration No.: 53431077W) and Ostrum Division (Business Name
Registration No.: 53463468X) are part of NIM Singapore and are not separate legal entities. This advertisement or publication has not been
reviewed by the Monetary Authority of Singapore.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to professional investors for information purpose only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the
general information of financial advisers and wholesale clients only .

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute
financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New
Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. Natixis Investment Managers
Australia Pty Limited is not a registered financial service provider in New Zealand.

In Colombia: Provided by Natixis Investment Managers International Oficina de Representacion (Colombia) to professional clients for
informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered
exclusively outside of Colombia. This material does not constitute a public offering in Colombia and is addressed to less than 100 specifically
identified investors.

In Latin America: Provided by Natixis Investment Managers International.

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by the
Central Bank of Uruguay. Office: San Lucar 1491, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private
placement pursuant to section 2 of Uruguayan law 18,627.

In Mexico: Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial entity, securities intermediary, or an investment
manager in terms of the Mexican Securities Market Law (Ley del Mercado de Valores) and is not registered with the Comision Nacional
Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to herein that require
authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional de
Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has
not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not authorized by or
registered with the CNBV or any other Mexican authority. Any reference contained herein to “Investment Managers” is made to Natixis
Investment Managers and/or any of its investment management subsidiaries, which are also not authorized by or registered with the CNBV or
any other Mexican authority.

In Brazil: Provided to a specific identified investment professional for information purposes only by Natixis Investment Managers International.
This communication cannot be distributed other than to the identified addressee. Further, this communication should not be construed as a
public offer of any securities or any related financial instruments. Natixis Investment Managers International is a portfolio management
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP 90-009, and a public
limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue
Pierre Mendes France, 75013 Paris.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of
specialised investment management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment
Managers conduct any regulated activities only in and from the jurisdictions in which they are licensed or authorized. Their services and the
products they manage are not available to all investors in all jurisdictions. It is the responsibility of each investment service provider to ensure
that the offering or sale of fund shares or third party investment services to its clients complies with the relevant national law.

The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment
advice, or a recommendation or an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider
the investment objectives, risks and expenses of any investment carefully before investing. The analyses, opinions, and certain of the
investment themes and processes referenced herein represent the views of the portfolio manager(s) as of the date indicated. These, as well as
the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire as may be
forecasted in this material. The analyses and opinions expressed by external third parties are independent and does not necessarily reflect
those of Natixis Investment Managers. Past performance information presented is not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources,
it does not guarantee the accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or
reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.

Natixis Investment Managers may decide to terminate its marketing arrangements for this product in accordance with the relevant legislation
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