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Mega Trends Everywhere

How to harness the potential of structural growth

The Covid-19 pandemic has wreaked havoc across many sectors, but it has
also led to an acceleration in long-term mega trends, linked to technological,
demographic and environmental change.

We are all communicating, working and consuming more online and investors
are now looking to gain exposure to the real economy and the increasingly digital

world we now live in.

From an investment perspective, mega trend investing offers a few clear

advantages:
* The investment universe is clearly defined and the factor exposure is purer
* [t can help improve Sharpe ratios and overall diversification
* Different themes or trends can offer different investment characteristics
It's no wonder then that investors are putting their money where their mouth is

with flows into thematic funds seeing year-on year growth of 58% between 2019
and 2020.
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Pandemic accelerates shifts
towards mega trends

The Covid-19 pandemic has wreaked
havoc across many sectors, but it has
also led to an acceleration in long-term
mega trends, linked to technological,
demographic or environmental change.
Indeed, appetite for mega trends,
whether innovation or resources, has
only grown. As a result of the pandemic,
we are all communicating, working and
consuming more online and investors
are looking to have exposure to the real
economy and the more digital world we
now live in. Resource scarcity, innovation
and demographics are all long-term
considerations for investors.

The focus on renewable energy from the
incoming Biden administration as well as
the European Union is likely to increase
demand for these sectors as well. Indeed,
the EU has agreed on a 7-year budget
which includes multitudes of green
initiatives and President Biden is planning

on a massive infrastructure package that Esty Dwek
will also focus on renewables. Head of Global
From an investor perspective, demand Market Strategy

Natixis Investment
Managers Solutions

for ESG has risen and is only set to
increase further. Regulatory moves in
Europe will push for further ESG and
across the asset management industry,
responsible investing is gathering steam. As a result of the pandemic, we
Investor appetite is also growing in
Asia and China is looking to improve its
record of accomplishment in climate.
The US remains a laggard, but 2020 has inuestors are looking to have
accelerated the move in that direction. exposure to the real economy
and the more digital world we

are all communicating, working
and consuming more online and

Moreover, ESG-related strategies proved o
defensive in the market turmoil of March now live in.
2020, showing that ESG was not just a

smart investment choice over the longer

term on a risk-adjusted basis, but also

resilient through short-term bouts of

volatility’. Investors no longer need to

choose between performance and ethical

investing. As a result, ESG has become a

must-have rather than a nice-to-have.

Future asset allocation changes favour Thematic Equity & ESG Funds

Expected net changes in asset allocations
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Source: Broadridge Fund Buyer Focus as at end December 2020 based on 804 interviews with European Fund Buyers and Sellers
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Put your money where your
mouth is

Flows into thematic funds have seen
year-on year growth of 44% and 58%
over the last few years, despite being in
a universe that has seen outflows from
actively managed funds.

Flows into ESG strategies have seen
similar growth patterns, but the pre-
existing asset base was already much
larger, with inflows nearly reaching

1 trillion US dollars in actively managed
ESG funds.

Translated into portfolios, we have seen a
steady increase in allocations to thematic
funds over 2020. Taking French portfolios
as an example (confirmed by anecdotal
evidence elsewhere), thematic funds
(silver economy?, green cities, safety &

Al, water etc) are now seen as part of a
full-fledged long-term allocation that can
decouple from short-term market trends.
This has only been further supported by
the resistance of these strategies during
last year's shock and their stronger
rebound. (Note that the mechanical price
effect explains part of the rise of these
funds in the typical portfolio allocations).
One consideration is that there is still

a fine line between ‘sector funds’ and
‘thematic funds’. For example, financial
advisors often use technology funds to
build ‘future-proof’ allocations, but we
believe the universe is much broader than
one sector. As for ESG strategies, they
confirm their prime position in portfolios,
becoming the new norm.

Allocations to Thematic Equity Funds increased in 2020
Composition of typical European balanced portfolio over 2020
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Source: Natixis Investment Managers Solutions as at end of December 2020. Historical analysis of European

wholesale portfolios.

2. Silver economy is the system of production, distribution and consumption of goods and services aimed
at using the purchasing potential of older and ageing people and satisfying their consumption, living and

health needs.
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Investors are walking the talk
Growth in total net assets of equity funds

= Thematic Funds

= Non-Thematic Funds
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Source: Morningstar Direct as end of December 2020. Total net
assets of all equity funds classified in EAA (Europe, Asia, Africa)
with proportion of Total Net Assets in Thematic Equity Funds
Highlighted.

Thematic flows buck the trend

Net sales of active equity funds
€140B
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Source: Morningstar Direct as end of December 2020. Total net
assets of all equity funds classified in EAA (Europe, Asia, Africa)
with proportion of Total Net Assets in Thematic Equity Funds
Highlighted.

ESG: from nice-to-have to must-have
Growth in total net assets of equity funds

= ESG
= Non-ESG

€271
€8T

€,5T €37

€583 B €600 B €858 B L2

2017 2018 2019 2020

Source: Morningstar Direct as end of December 2020. Al
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Thematic strategies complement portfolios

When breaking down a number of mega trends to see their impact on portfolios, it is
clear that they can help improve Sharpe ratios and overall portfolio diversification.

Mega trend exposure can help improve portfolio diversification
Average correlation of mega trends with MSCI World
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Mega trend Sharpe Ratios compare favourably with other portfolio allocations
Marginal Sharpe Ratio of typical moderate portfolio and mega trend exposure
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We have seen a steady increase in

allocations to thematic funds over
2020. Thematic funds are now
seen as part of a fully-fledged
long-term allocation that can help
decouple portfolios from short-
term market trends.

Source: Natixis Investment Managers Solutions as at end of
January 2021. Average correlation between end of February 2018
and end of January 2021. The mega trends shown are proxies
selected by Natixis Investment Managers Solutions. A correlation
below 1 indicates that the respective mega trend may improve
portfolio diversification with respect to a global equities as
indicated by the MSCI World NR USD.

Source: Natixis Investment Managers Solutions as
at end of January 2021. Average correlation between
end of February 2018 and end of January 2021. The
mega trends shown are proxies selected by Natixis
Investment Managers Solutions.



Dial up or down the cyclicality

From an investment perspective, mega trend investing offers a few clear advantages. First, the investment universe is clearly defined
and the factor exposure is purer. Investors find that they can easily relate to the underlying themes and understand their structural
growth story, in addition to investing in an innovation cycle. Another advantage of mega trends is the scarcity of supply: a lot of
money behind a small number of opportunities and/or a limited addressable investment universe, which can further amplify the
relative outperformance of these strategies.

In addition, in an environment where interest rates continue to be lower for longer, investing in secular growth trends offer some
reassurance of sustainable growth. This also suggests that the timing matters less, since thematic and environmental considerations
are multi-year drivers.

Finally, different themes have different characteristics. Within mega trend investing, investors can “dial up (or down)” cyclicality. For
example, automation and robotics might prove more cyclically tilted, while environmental considerations will prove more defensive
and “cycle proof”.
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All investing involves risk, including the risk of loss. Investment risk exists with equity, fixed-income, and alternative investments. There is no assurance that any investment
will meet its performance objectives or that losses will be avoided.

Outside the United States, this communication is for information only and is intended for investment service providers or other Professional Clients. This material must not be used
with Retail Investors. This material may not be redistributed, published, or reproduced, in whole or in part. 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.

The analyses and opinions referenced herein represent the subjective views of the author as referenced, are as of 15/04/2021 and are subject to change. There can be no assurance
that developments will transpire as may be forecasted in this material. In the E.U. (outside of the UK and France): 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. Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank of Italy Register of Italian Asset Management Companies no 23458.3). Registered office:
Via San Clemente 1, 20122 Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz
Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered
office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration
Office). Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano n°90, 6th Floor, 28006, Madrid, Spain.
Belgium: Natixis Investment Managers S.A., Belgian Branch, Gare Maritime, Rue Picard 7, Bte 100, 1000 Bruxelles, Belgium.

In France: Provided by Natixis Investment Managers International - 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. 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 Ziirich. 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: Unit L10-02, 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.0.C. Registered address: 34F,, No. 68, Sec. 5, Zhongxiao East Road,
Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.), license number 2020 FSC SICE No. 025, Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore
Limited (company registration no. 199801044D) to distributors and institutional investors for informational purposes only. In Hong Kong: Provided by Natixis Investment Managers
Hong Kong Limited to institutional/ corporate professional investors 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 Latin America: Provided by Natixis Investment Managers S.A. 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 Colombia: Provided by Natixis Investment Managers S.A. 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 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.

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.

In the United States: Provided by Natixis Distribution, LP 888 Boylston St Boston, MA 02199. For U.S. financial advisors who do business with investors who are not U.S. Persons
(as that term is used in Regulation S under the Securities Act of 1933) or persons otherwise present in the U.S. It may not be redistributed to U S Persons or persons present in
the U.S. Natixis Investment Managers includes all of the investment management and distribution entities affiliated with Natixis Distribution, LP and Natixis Investment Managers S A.
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.

This material should not be considered a solicitation to buy or an offer to sell any product or service to any person in any jurisdiction where such activity would be unlawful.

All amounts shown are expressed in USD unless otherwise indicated.
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