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Dollar - Stability under tension
Hegemony in question

The position and role of the dollar have long been a subject of debate.
After the Second World War, the Bretton Woods agreements enabled the establishment of a
stable monetary system. This followed the long period of monetary instability that had prevailed
in the interwar period.
However, very quickly, its dominant position and its consequences generated criticism. Jacques
Rueff spoke of the “deficit without tears,” prompting General de Gaulle to speak of the
exorbitant privilege of the dollar during a press conference on February 4, 1965.
Jacques Rueff implicitly drew a parallel with the game of marbles, where the winner lends the
marbles he has just won to the child who systematically loses them. The game can continue for
a long time, but it is not fair.
For the French economist, the United States, issuer of the greenback, could always issue
currency while maintaining a deficit balance through the conquest of foreign markets by direct
investments.

*k ok ok
Today the question is posed differently, even if the problem raised by Jacques Rueff remains
relevant. There are two dimensions. The first is the rapidly changing global macroeconomic
framework. The rivalry between the United States and China is also monetary, as the Chinese
have understood that economic and political autonomy without monetary autonomy is an
illusion. The other aspect is Donald Trump's position on the dollar. Should it be strong or weak?
What will be the long-term status of the central bank? These are all elements that have been
discussed since the presidential elections of November 2024, without, however, offering a clear
answer.

* ok ok
Questions about the role and status of the dollar are almost constant features of the
international monetary system. The arrival of the euro at the beginning of the 2000s and the
recent emergence of the yuan have not yet challenged the preeminence of the greenback.
Therefore, the question focuses on the factors that could shift investors' choices toward another

currency.
* * *

Globalization began as a financial phenomenon at the start of the Reagan presidency. The dollar
and financial markets then became the structuring factors of global development. Since the
Bretton Woods Agreements, the greenback has been an international public good, the asset to
which investors worldwide turn in times of uncertainty.

The dollar and US assets have thus acquired the status of risk-free assets. It is the asset of
choice for investors when times are turbulent, and all eyes turn to the Federal Reserve when a
solution is needed.

Because of this very particular status, all economic actors hold significant dollar portfolios, both
as assets and liabilities. Therefore, given the very high outstanding amounts, a shift in the
international currency benchmark must be understood as a long-term process.
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An investor can switch between the dollar and
another currency when taking a position on an
asset. But their dollar-denominated asset
holdings won't be adjusted instantaneously.

To illustrate this point, US public debt held by
non-resident investors represents more than $9
trillion, or 25% of the total public debt and 30%
of US GDP. This outstanding amount cannot be
liquidated in a very short time.

On another note, it could be pointed out that
foreign exchange reserves in dollars are still
close to 60% of the total. The trend is gently
downward, but this is partly linked to the
emergence of the euro. Central bankers are
proceeding at a snail's pace on this issue of the
reserve currency.

Another example is the amount of US dollar
liabilities owed by non-residents to the United
States. According to the BIS, in 2024, these dollar
loans amounted to approximately $13 trillion.
Here too, the ability to disengage can only be a
long-term process.

For both assets and liabilities, the additional
question that investors are asking is that of
the alternative currency.

Is there a market deep enough to shift towards
this one in the event of a withdrawal from the
greenback? Does the American institution that
lent me money have an equivalent in another
country for such a long period? In other words,
the anti-Gresham's Law, which applies to
international finance, states that good money
drives out bad money.

To switch to another currency, you really
have to be convinced that today's good
currency won't be tomorrow. It's a bold
gawmble.

The shift from one currency to another on an
international scale is a long process. To take a
historical example, the period between the two
world wars is associated with the shift from the
British monetary standard to the American
monetary standard.
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Over this long period, the dollar replaced the
pound sterling, culminating in the signing of the
Bretton Woods Agreements, which established
the dollar as the international reserve currency.

This long transition of power was marked by a
unique situation: from 1931 onward, the Bank of
England was no longer able to fulfill its role as
lender of last resort. At the same time, the US
Federal Reserve lacked the resources to assume
this role. This period is associated with what has
been called the "Kindleberger Trap," named after
the  economist and historian  Charles
Kindleberger, who highlighted this period and
configuration to explain the difficulties in
regaining stability during the 1930s.

This clearly raises the debate regarding the
questioning of the greenback as an international
public good. The episode of the 1930s indicates
that to ensure financial stability, another country
must have the means to guarantee it, it must
have a credible central bank to act as lender of
last resort, robust institutions to fulfill this role,
and it must gain the confidence of investors.

* ok 3k

Since Donald Trump's return to the White House,
significant questions have arisen about the
status of the dollar, both in Washington and
among investors.

Stephen Miran, whom the US president
appointed to the Fed, is advocating for a rapid
and sharp fall in the greenback to rebalance the
US trade balance.

However, at the same time, the development of
stablecoins, recognized by a law last summer,
the Genius Act, should increase the
attractiveness of US public debt, thus arguing for
a strong dollar in order to attract savings from
around the world.

The White House's vision lacks clarity on its
objectives and on what it wants to do with
the Fed and its independence.
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In other words, the usual behavior and status of
the United States in monetary matters were not
questioned by the American authorities. They
are now being questioned, and it is this point
that is creating a different framework today.

Investors, too, have grasped this issue. While
they generally focus on the greenback when the
economic and financial environment is unclear,
this was not the case last April on Liberation Day
when the American president announced the
various tariffs.

That day, the dollar fell.

The White House's option instilled a question
about American trade policy that deviated from
the rather collective framework that prevailed.

Nevertheless, we must not rule out the scenario
of a return to normal.

Chinese separatist ambitions, its desire to go it
alone, clashing with the realities of a battle that
the United States would ultimately win.
American success strengthens the dollar and
their ability to finance their economy. This
possibility is unlikely, however, as the balance of
power between the two countries is shifting
daily.

Understanding which other currency investors
might turn to is a kind of puzzle. Several reasons

1- We must lose faith in the dollar.

This will inevitably be a long intellectual process
to overcome the idea that the United States
could be permanently weakened and to stop
imagining that it can rebound within a limited
timeframe. It will also be a long process because
managing outstanding assets and liabilities will
be a lengthy undertaking.

2- A replacement currency must be found.
This currency must achieve the status that
Christine Lagarde hopes to achieve for the euro.
It must also serve as a central hub for financial
flows, with liquid and deep markets. Financial life
was centered in London during the era of sterling
dominance; it is in New York today, and has been
for a long time.
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Which countries are capable of combining these
two statuses?

3- China is not convincing for two reasons. The
first is that it is in a process of differentiating
itself from the United States but without yet
having sufficient and convincing economic and
political power.

Its financial markets are not sufficiently
developed to transfer assets held in New York or
Chicago to Beijing or Shanghai. However, it does
have the advantage of having forged financial
links with numerous emerging countries. This
gives it a robust foundation. But it does not yet
grant it the status of a financial giant.

4- The Eurozone has a currency that has
established itself over time, even if its status is
not that of the dollar. However, it suffers from
insufficiently  integrated financial markets,
preventing it from having a European public debt
market. This is a major challenge that European
authorities are aware of, but it must be
addressed in order to create a truly deep debt
market.

Its stock market is also inadequate. Currently,
the strength of the American market lies in its
tech sector. This is not present in Europe. This
echoes the Draghi report, which finds that
Europe is not innovating enough. This is a crucial
point.

Great Britain dominated the world because it
spearheaded the industrial revolution. The
United States succeeded it because that
country was at the heart of post-World War
IT innovations.

In this battle for innovation, Europe is lagging far
behind and is not on equal footing with either
the United States or China.

What story can be told to attract massive
amounts of capital from around the world to
European stocks? Do LVMH or Siemens inspire as
much dreams as Nvidia's Al?
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5- The emergence of a polarized global
economy.

China and the United States continue to trade
extensively, but their economic cycles are no
longer as closely aligned. They are two
economies operating in different spheres, each
with its own distinct country.

In that case, would China and its allies benefit
from using the US dollar? Undoubtedly, there
would be a search for a substitute currency, but
the process will be lengthy.

6- Cryptocurrencies like bitcoin are not based
on any tangible element, except for a vague idea
that private and public currencies should
compete with each other.

Cryptocurrencies, particularly stablecoins, have
the advantage of extending the dollar's reach.
Firstly, through inexpensive and global
transactions. Secondly, stablecoins (95% dollar-
denominated) only increase demand for US
public debt, which the White House is unwilling
to curb. Stablecoins are a way to distribute
forms of private US dollars (private because they
are not guaranteed by the Fed) worldwide.

7- The main source of doubt about the dollar
will come from the decisions that will be made
at the White House.

Spontaneously, distrust of the United States
would only manifest itself as a long and slow
process. The only way to accelerate it is to break
the implicit trust we all have in America.

This may reflect choices made on the Fed, on
the security of transactions when the White
House demands X% of the revenues on such and
such a transaction, thus resembling what is seen
in corrupt countries.

The most significant phenomenon will be the
triggering factor of distrust in US assets and in
the dollar itself. This will concern the White
House's objectives for the greenback, but also
the Federal Reserve's ability to regulate it.
Therefore, it is primarily the choices made in
Washington that will determine the direction of
the American currency.
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If the White House makes choices that lack
consistency with the usual framework, we can be
sure that we will enter a period resembling a
Kindleberger trap. The dollar would be
challenged without any substitute.

This uncertainty likely explains part of the
rise in the price of gold. The precious metal
has seen its share of central bank reserves
and portfolios increase rapidly. This is a
measure pending which side to take and how
quickly the uncertainty will subside.
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Additional notes

Ostrum Asset Management

Asset management company regulated by AMF under n® GP-18000014 — Limited company with a share capital of 50 938 997 €. Trade register
n°525 192 753 Paris — VAT : FR 93 525 192 753 — Registered Office: 43, avenue Pierre Mendes-France, 75013 Paris — www.ostrum.com

This document is intended for professional, 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, which under no
circumstances constitutes a commitment from Ostrum Asset Management.

The analyses and opinions referenced herein represent the subjective views of the author(s) as referenced, are as of the date shown and are
subject to change without prior notice. There can be no assurance that developments will transpire as may be forecasted in this material. This
simulation was carried out for indicative purposes, on the basis of hypothetical investments, and does not constitute a contractual agreement
from the part of 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.

Final version dated 28/02/2024

Natixis Investment Managers

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or
Institutional Investors and, when required by local regulation, only at their written request. This material must not be used with Retail Investors.

To obtain a summary of investor rights in the official language of your jurisdiction, please consult the legal documentation section of the website
(im.natixis.com/intl/intl-fund-documents)

In the E.U.: Provided by Natixis Investment Managers International or one of its branch offices listed below. 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 Mendeés France, 75013 Paris. Italy: Natixis Investment Managers International Succursale Italiana,
Registered office: Via San Clemente 1, 20122 Milan, Italy. Netherlands: Natixis Investment Managers International, Nederlands (Registration number
000050438298). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Spain: Natixis Investment Managers International S.A.,
Sucursal en Espana, Serrano n°90, 6th Floor, 28006 Madrid, Spain. Sweden: Natixis Investment Managers International, Nordics Filial (Registration
number 516412-8372- Swedish Companies Registration Office). Registered office: Covendrum Stockholm City AB, Kungsgatan 9, 111 43 Stockholm,
Box 2376, 103 18 Stockholm, Sweden. Or,

Provided by Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg
management company that is authorized by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws 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 materialRegistered 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 11065, Taiwan (R.O.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788.
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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 Comisién 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 90-0089, 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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