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Why be normal?

Fund selectors anticipate a 2024 investment
landscape that looks anything but normal
(new, next, or otherwise).
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Higher interest rates, receding inflation, and lower

expectations for both economic growth and market

returns are the foundation of an unfamiliar landscape

that will challenge investors in 2024.

As the uncertainty unfolds, fund selectors at the world’s
largest wealth management firms are working diligently
to minimize the impact it could have, not just on clients’
portfolios but also on their behavior.

The emergence of this new investment paradigm may
be a departure from what investors have experienced

in recent years, but this isn't a sudden transformation.
It's the result of a gradual evolution in key economic and
market trends that have been playing out since the global
pandemic struck. Results from the Natixis 2024 Fund
Selector Outlook Survey show just how different — and
uncertain — the world looks in 2024.

Prospects for slower growth put recession (52%) at the
top of economic threats for fund selectors. But increasing
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global tensions such as Russia’'s war on Ukraine, the
October Hamas terror attack, and Israel’s retaliation in Gaza
have war and terrorism (50%) coming in at a close second.

In markets, higher interest rates implemented to contain
rampant inflation rates have fund selectors bullish on
bonds (66%). But the environment brings new concerns
to fixed income portfolios in terms of timing decisions to
lengthen duration. In addition to bonds, selectors remain
bullish on both private debt (57%) and private equity (55%).

Selectors are less certain on stock market performance
in 2024. Concerns about declining consumer spending
(34%) leave them split as to whether they are bullish or
bearish on equities. Yet when it comes down to it, 56%
are optimistic about market prospects for 2024.
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It adds up to an environment that could have a big impact
on portfolios and one that could put clients on edge.
To see them through, fund selectors will need to consider
how four key factors will play out in the year ahead:

The economy: Recession may be the top concern and
nearly half of those surveyed (49%) think it's inevitable,
but not everyone is convinced. In fact, the number who
don't see recession in the cards had increased by 20%

over last year — a point that demonstrates just how hard

it is to get a fix on the direction of the economy.

The markets: Interest rates, volatility, and inflation
rank as the top portfolio risks, return assumptions are
lower and sentiment on stocks is split. Despite the
anticipated headwinds, many still see potential upside
as 56% say they are optimistic about markets.

Fund selectors have dropped long-

term return assumptions by almost

280/ compared to last year
O (6.3% vs 8.8%)

The portfolio: Despite the shifting landscape,
selectors are not making wholesale changes to
iInvestment strateqgy. Instead, they're making tactical
tilts within asset classes to better prepare clients
to a new environment favoring bonds.

The products: Selectors note that their firms are
adjusting their product offering for clients with an eye
toward delivering an investment client experience and
enhancing customization by increasing the availability
of third-party model portfolios (41%) and separately

managed accounts (37%) to their platforms.

Sentiment among the panel of 500 investment profes-
sionals in 30 countries shows just how these factors
contribute to a more subdued view on what can be
accomplished on behalf of clients in 2024. In managing
a total of almost $35 trillion, they have dropped long-
term return assumptions by almost 28% compared to
last year (6.3% vs. 8.8%"); it's clear they have a lot on
their plates in 2024. it all begins with an unfamiliar
economic outlook.



Macro Outlook 24
Consumers have been
the driver of the global
economy through the
pandemic and into
the recovery.

TOP ECONOMIC
THREATS FOR 2024

Recession

War/Terrorism

Central bank policy error

Energy prices

Declining consumer spending

Source: Natixis Fund Selector Outlook 2024
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Amazon purchases helped keep the economy afloat
during lockdown. In the reopening, spending on travel
and in-person experiences helped push the market
through. Employment soared and consumers kept
spending. Inflation soared and spending continued.
Even as interest rates climbed to 15-year highs last
year, consumers kept spending.

Many are beginning to believe that the backbone of
economic growth is about to break under the weight
of higher prices and higher financing costs. Almost six
in ten (59%) of fund selectors predict the job market
will cool and unemployment will increase in 2024.

It's a scenario that could ultimately lead to a decline
iIn consumer spending, something 34% see as a key
threat in 2024. Add to it the 60% who forecast a rise
in corporate defaults and it's easy to see why fund
selectors rank recession as the top economic threat
(52%) in 2024. Many are convinced this scenario is a
foregone conclusion in 2024 as almost half of those
surveyed (49%) believe it is inevitable.

In terms of how bad it could get, 75% of those expecting
recession say it will be painful (65%) or very painful
(10%). And in answering the question of when, they are
split as to whether the downturn arrives in the first half
of the year (44%) or the second half (42%).

But half doesn't make for a majority. The “recessionistas”
have been calling for an economic downturn for two
years. But it has yet to materialize. In 2023, when rates
were rising, inflation had yet to be tamed, and it was
assumed consumers had burned through pandemic
savings, 60% of fund selectors thought recession was
inevitable. It proved not to be.

As if to signal just how unfamiliar today’'s economy
feels for many, the number of fund selectors who say
they do not anticipate recession more than doubled to
34% in 2024 from last year's 14%.

Ultimately, projections for recession may actually be
a case of preparing for the worst and hoping for the
best. Despite the significant number who see a painful
recession on the horizon, 62% of those surveyed
believe their country’'s economy will experience a soft
landing, a view that's hard to square with a painful, or
very painful, recession.

49%

of fund selectors believe

recession is inevitable in 2024
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Geopolitical volatility adds to the uncertainty
While recession tops the list of economic threats, fund

selectors rank war and terrorism (50%) a close second.

In considering the extent to which geopolitics could
impact the global economy, fund selectors find much
to worry about at the start of 2024, most notably the
tensions in the Middle East that have many on edge.

The October 7 terror attack by Hamas quickly escalated
into Israel’s retribution in Gaza. Hezbollah's random
rocket attacks on northern Israel from Lebanon added
to the tensions. Attacks on commercial shipping by
the Yemen-based Houthi rebels have threatened trade
routes though the Red Sea and increasing barrage of
Houthi missile and drone attacks on US Navy ships
escalated tensions. Right out of the gates the new year
tensions increased with US/British strikes on Houthi
targets in Yemen.

Asked if Middle East conflict will affect the economy,
57% of fund selectors believe that the economic impact
is contained. But not all respondents are as certain of
where the uncertainty will lead, as there are 43% who
are concerned that the effects will reverberate through
global markets in 2024.
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But that conflict is not all that's on their minds. Russia’s
war on Ukraine has already had an impact on the global
economy, inflating both energy prices and food prices
across Europe. After nearly 24 months of war in Ukraine,
less than one in five (18%) are forecasting a peace
dividend in 2024, instead, 82% see no end in sight.

Complicating the picture further are China’s growing
influence in Africa and the Middle East and its saber
rattling over Taiwan.

Central bank policy

The geopolitical risks are mounting in today’s unstable
environment, but they can be hard to factor into allocation
plans. The next threat on their list is something they can
more readily address, as 36% see a central bank policy
error as a potential threat.

Central banks have been instrumental in efforts to bring
inflation under control. After 20+ months of aggressive
rate hikes, it appears that bankers have been successful
in navigating the problem and inflation is gradually
trending down and toward target in many regions. But
for many the key consideration has now become the
range and frequency of rate cuts as central banks move
to normalize policy.

When it comes down to it, 75% of fund selectors say the
timing of rate cuts is critical to ensuring inflation is not
reignited. More than half (54%) of those surveyed forecast
rate cuts in 2024 including 71% in Asia, 62% in the UK,
and 61% in the US. However, the picture is different in
EMEA where only 40% see cuts on the horizon this year.

Among 54% of those surveyed who anticipate rate cuts
this year, almost three-quarters (74%) of those surveyed
forecast either two (53%) or three (21%). Most think any
cuts will most likely come in either Q2 (38%) or Q3 (40%).

WHEN THEY EXPECT RATE CUTS
@Giobal © Asia ( EMEA @ LatAm @ N America @ UK
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Source: Natixis Fund Selector Outlook 2024



X
o
e
—l
-
>
O
o
o
O
<
=

Energy prices

Even as our survey was in field in November, fund
selectors were likely growing aware of rising energy
prices and 35% saw higher oil and gas prices as another
economic threat to consider in 2024. Energy price
concerns go hand in hand with their geopolitical
concerns as two key petroleum-producing regions,
Russia and the Middle East, are at the center of war
and terrorist activity entering 2024.

But the energy threat is not felt universally. Sentiment
varies greatly from region to region. Those most likely
to see the threat, Europe (45%) and the UK (44%), are
much closer to the conflict and are more dependent on
oil imports. Those in North America (23%), where there
is a greater degree of energy independence, are less
likely to raise concerns.

Similarly, projections on how higher costs will be felt at
the pumps and in gas and electric bills vary by region as
well. While six in ten (61%) globally believe consumers will
feel the pain of higher energy costs, fund selectors in Asia
(74%) and EMEA (66%) were most likely to project pain.
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Tech still attractive as recession

drives most sector calls

The economic threats that concern fund selectors are
directly reflected in their sector calls for 2024 with one
significant exception: tech. Concerns for high energy prices
have selectors looking for the sector to outperform the market
average in 2024. Calls for defensive sectors such as health
and consumer staples reflect recession concerns, while

calls for financials reflect a higher interest rate environment.

On the other end of the spectrum, higher rates and lower
economic expectations have 48% concerned that real
estate will underperform. Meanwhile, recession fears
have many concerned that consumers will be forced

to tighten their belts and 42% expect the consumer
discretionary sector will underperform as they cut back
on Amazon purchases, travel, and gadgets.

Even as uncertainty prevails in their macro and market
outlook, fund selectors are feeling more certain about
information technology. The tech sector — and more
specifically the sector’s seven largest companies — has
been a top driver of market returns throughout the
pandemic and subsequent recovery. But the 2024
outlook is likely driven by new developments in artificial
intelligence that came to light in 2023.

SECTOR CALLS FOR 2024

Bl Outperform

I Market Average

Underperform

Info tech

Energy

Healthcare

Financials

Consumer staples

Communication services

Utilities

Industrials

Materials

Consumer discretionary

Real estate

Some data does not add up to 100% due to rounding.
Source: Natixis Fund Selector Outlook 2024



MACRO OUTLOOK

p Spotlight:

The good and bad of Al?

Overwhelmingly, fund selectors see much to be excited
about in Al. In fact, two-thirds believe Al will supercharge
growth for the tech sector. Most think the boom will be
sustainable, as only 34% think Al is a bubble.

In terms of investment impact, 47% of fund selectors
overall and 66% in Asia believe that Al is a bigger opportunity
than the Internet. Another 67% go so far as to equate the
rapid development of Al as the new space race.

Beyond simply investing in tech companies with Al
exposure, fund selectors see direct advantages to
applying the technology within their own process.
Almost three-quarters (73%) believe Al will help them
unlock opportunities that were not clearly visible before,
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while another 64% think the technology will help them
uncover hidden risks.

Adoption rates are strong among fund selectors, and
more than half (51%) have begun using Al to aid in their
analysis. They must be satisfied with the results, as
almost the same number (50%) think the use of Al is
such a critical tool that they caution those who do not
embed it in their process that they will be lost.

While sentiment on the investment opportunity is
positive, fund selectors still express reservations
about the potential downside in the rapid development
and adoption of artificial intelligence. In fact, 42% of
those surveyed think the risks presented by Al are
actually greater than the opportunity and 41% go so
far as to say Al is an existential threat to civilization
as we know it.

47% /3%

believe that believe Al will
Al is a bigger help them unlock
opportunity opportunities
than the that were not
Internet clearly visible
before
t -e e . . - % _:J;
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have begun think the risks
using Al to presented by
aid in their Al are actually
analysis greater than
the opportunity

Source: Natixis Fund Selector Outlook 2024



Market Outlook 24
Recession, war, policy mistakes,
and energy prices loom as
potential economic headwinds
in 2024, and fund selectors
think the uncertainty will add
up to increased volatility.

TOP PORTFOLIO RISKS FOR 2024

Interest rates

Market volatility

Inflation

Valuations

Liquidity

Source: Natixis Fund Selector Outlook 2024

7 | 2024 NATIXIS GLOBAL FUND SELECTOR OUTLOOK

Overall, 65% believe stocks will be more volatile. But
just how volatile is unclear. When asked to compare it
to 2022's challenges, just 25% think 2024 will be worse.

On the fixed income side, higher rates and clear central
bank communication on rate cut plans have selectors split
on whether bond volatility will increase (36%) or remain at
current levels (36%). Additionally, selectors are also more
likely to say currency volatility remains at current levels
(47%) than that it increases (34%). Meanwhile, they are split
as to whether the US dollar weakens (55%) or strengthens.

Where the bulls roam

Higher rates make nearly two-thirds (66%) bullish on
bond markets in 2024. But while the global number is
impressive, it should be noted that bonds look best to

WHERE SELECTORS ARE MOST BULLISH ON BONDS

@@.

those in EMEA (70%), the UK (66%), and the US (65%).
In Asia, where inflation concerns and interest rate
policies are less in line with the West, fund selectors
are more reserved in their outlook on bonds and just
over half (53%) say they are bullish on the asset class.

While sentiment is not as strongly positive as the outlook
on bonds, selectors remain bullish on both private debt

(57%) and private equity (55%). But they are less certain
on stock market performance in 2024.

Enthusiasm for stocks is more muted about the threat of
declining consumer spending (34%), leaving them split
as to whether they are bullish (49%) or bearish (51%) on
equities. The lone exception to the view is North America,
where selectors are slightly (55%) more bullish on stocks.

Source: Natixis Fund Selector Outlook 2024




MARKET OUTLOOK

Interest rates top portfolio risk concerns,
inflation still a concern

After more than 15 years at historical lows, interest rates
have consistently ranked among portfolio risks. In 2024,
interest rates (60%) rank as the top portfolio risk, but
this time it's for a different reason as selectors will have
to determine how high is high enough to lengthen the
duration of portfolios.

Timing is of such importance to selectors that rates
take precedence over market volatility (53%), which
ranks as their number-two risk concern. And even as
central banks have reined inflation in closer to target
levels, it still ranks among their top portfolio risks (51%).

Why inflation risk still lingers

While inflation is easing and 46% of fund selectors
believe it will decline in 2024, many fund selectors don't
think the job is done yet. Few (22%) think inflation will

hit the 2% targets set by central banks any time in 2024.

In fact, 37% believe inflation will remain elevated and
54% expect this is the new normal. Another 17% predict
that inflation will rise in the year ahead.

More than half (54%) are resigned to the fact that that
higher inflation is the new normal, a sentiment most
strongly felt by those in the UK (62%) and EMEA (61%).
Add to it concerns about slowing growth and 60% say
that stagflation is a greater risk than recession, but the
level of concern varies greatly.

In Asia 79% think the risk of stagflation is greater than
recession, while 66% are worried in EMEA. Concerns
are not as strong among those in the UK (58%), North
America (55%), and Latin America (50%). No matter
where they are, fund selectors are most worried about
Europe where 60% believe the eurozone is on a collision
course with stagflation.

Valuations pose another risk

Selectors are also concerned about the risks presented
by high valuations (35%). In fact, more than two-thirds
(69%) of fund selectors globally are concerned that
valuations still do not reflect company fundamentals.
Given prospects for a more volatile market, more than
three-quarters (77%) of those surveyed predict that
markets will recognize that valuations matter in 2024.

INFLATION (CORE CPI) IS NEARING
TARGETS IN MANY REGIONS

CPl as 0f12/31/23
US 3.4% 2%
UK 4.0% 2%

Eurozone 2.9% 2%

Japan 2.8% 2%

Source: Bloomberg?




MARKET OUTLOOK

In focus:
What does a slowing China
mean for emerging markets?

A stagnant global growth and recession fears weigh on the
minds of fund selectors as they consider prospects for
emerging markets in 2024. But now the forecast is not all
negative. Few (36%) think emerging markets will outperform
developed markets this year, but they remain relatively
positive on the investment opportunity. In fact, eight in ten
plan to add to (35%) or maintain (46%) their EM allocations.

In terms of what's shaping their views on emerging
markets, almost half (49%) of fund selectors say their
outlook on global growth is their key concern, but there
are many other factors under consideration.

Another 36% are also considering how US dollar strength
could impact emerging market investment. Some may be
looking at emerging markets as a value play, especially

since 35% think cheaper asset valuations are a key
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consideration for emerging market investing. Only 31%
say inflation factors into their outlook for EM.

In terms of where they see the best opportunities, 48%
rank Asia ex-China as their top EM prospect. Outside of
Asia, selectors say Eastern Europe and Latin America
(36% each) will present the best opportunities in 2024,
followed far behind by Africa (17%). China (15%) comes
in at the bottom of their list of favorites for the year ahead.

WHERE IS THE BEST EMERGING
MARKET OPPORTUNITY IN 2024?

48% Asia ex-China
36% Latin America
36% Eastern Europe
17% Africa

15% China

Source: Natixis Fund Selector Outlook 2024
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Q |n fgcus: doesn't measure up to its pre-pandemic growth

. : : run and 64% believe China’s economic malaise will
China's malaise continues

continue in 2024.
After witnessing the positive impact that the China

growth engine had on emerging markets and the It appears most have this factored into their outlook,

global economy over the past decade, fund selectors as only about one in five (21%) overall see China's woes
are hard pressed to find a reason to believe China will as an economic threat. Closer to home, though, 42%
return to pre-pandemic form. Despite a second half of those in Asia see it as a threat, ranking it just behind

surge in 2023 that brought growth in at 4.5%, it still their top concern — war and terrorism (55%).
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10% [ CHINA GDP GROWTH TO LAG BEHIND PRE-PANDEMIC LEVELS

6%
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’ 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023% 2024* 2025% 20267 2027% 2028*

*Forecast Source: Statista®
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Portfolio Outlook 24

Fund selectors will respond
to an uncertain macro
and market outlook with

a measured approach to
portfolio construction.

While concerns are running high, few anticipate wholesale
changes to their allocation strategy. Instead, selectors
will look to reposition bonds by emphasizing duration

and quality, in stocks they will stay close to home with
larger companies, and they find a dual for alternatives
seeking enhanced return potential with some allocations
and reducing risk with others.

Given their concerns about recession and tempered views
on investment returns in 2024, it should be no surprise that
fund selectors will be relying on active management to
identify the opportunities that may be few and far between
in this new landscape.
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Split decision on stocks

Bull and bear sentiment is split almost equally among
fund selectors, and they are almost similarly split on
where they will fund equity returns in 2024, as 50%
believe US markets will outperform and the same
number think international will outperform.

Allocation plans demonstrate a clear local bias: Those in
North America are more likely to add to (35%) or main-
tain (45%) their holdings. Those in EMEA plan to add to
(43%) or maintain (32%) European equity positions. And
those in Asia plan to increase (26%) or maintain (53%)
exposures in APAC equities. The exceptions to the home
bias are selectors in EMEA, where 30% will add to their
positions, and the UK, where 38% will add exposure.

In keeping with their recession concerns, selectors are
looking for large cap stocks to outperform (62%). Only
38% see small caps outperforming in 2024. Bull or bear,
65% of fund selectors believe stocks will be more vol-
atile in 2024. The real question may be just how much
of an uptick they forecast, as most believe dispersions
(47%) and correlations (47%) will remain the same.

The same may be enough, however. After almost six in ten
(58%) report the active investments on their platforms out-
performed passive in 2023, 63% believe actively managed

investments will outperform passive again in 2024.

EQUITY

Increase Maintain

ALLOCATIONS

US Equities

European Equities

Asia Pac Equities

Decrease

LatAm Equities

Emerging Market
Equities

Source: Natixis Fund Selector Outlook 2024
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PORTFOLIO OUTLOOK

p In focus:

A new regime merits a second
look at active investments

Fund selectors have been working to establish the right
balance between active and passive investments on
their firms’ platforms for much of the past decade. They
currently report allocating 64% of assets to active invest-
ments and 36% to passive, which is about a /% increase
to passive over the past three years.

While they indicate that they may allocate even more to
passive over the next three years, those plans may not
hold as the market factors that elevated passive invest-
ing no longer hold up.
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Ten years of artificially low interest rates, relatively no
inflation, and outstanding market gains allowed passive
to shine as the rising tide lifted all boats. That scenario
changed dramatically in 2023 and nearly six in ten (58%)
report that the active investments on their platforms
outperformed their passive offering in 2023.

With rates looking to remain higher for longer, 68% of
fund selectors say markets now favor active managers.
And given an uncertain outlook, 75% believe active
investments will be essential to finding alpha in 2024.

Should recession fears be realized, not only do 61% of
fund selectors think it will show the inadequacies of
passive investments, but 53% also think investors who
rely solely on passive are likely to learn some hard lessons.

7195%

of fund selectors believe active
investments will be essential to
finding alpha in 2024.

Source: Natixis Fund Selector Outlook 2024
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Bonds know when to say when

In keeping with an outlook that anticipates rate cuts, 62%
project long duration bond portfolios to outperform short
duration in 2024. But knowing when to lengthen duration may
be the least familiar decision facing fund selectors in 2024.

Some have already acted on their assumptions. Almost
one-quarter globally (24%) and 37% of those in Asia say
they have already extended duration. Those who haven't
already gone long are waiting for rates in the 5.01% to 5.5%
range (35%) before they recommend longer durations.

Another 22% want to see rates above 5.5%. Fund selectors
are confident in their calls, as only 17% see duration as
a portfolio risk in 2024.

Some may be waiting to make their move in time with rate
cuts, as 53% believe rates will remain elevated throughout
2024. In the meantime, 61% say they are using short-term
ETFs to counter duration risk.

While higher rates have made fund selectors bullish on
bonds, they are being selective in their allocation plans.
Government debt will take on a key role in the pursuit
of income, as 82% say they will either add to (44%) or
maintain (38%) their holdings. Despite concerns about
corporate defaults and recession, fund selectors are
still willing to take on credit risk to boost total return,
as 87% will add to (45%) or maintain (43%) allocations.
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Similarly, 76% will either add to (33%) or maintain (42%)
allocations to high-yield corporates.

Green bonds continue to hold appeal for selectors in
almost all regions. Overall, 84% say they will maintain
(50%) or increase (34%) their allocations. Convictions
on green bonds run strongest in the UK where 47% will
increase allocations. North America is the one exception
and only 25% of selectors see additions to green bond
allocations, while 43% will maintain current positions.

e P

FIXED INCOME WHEN SELECTORS WILL LENGTHEN DURATION

ALLOCATIONS Increase Maintain Decrease Latin N

Global Asia EMEA Amer Amer UK

Government Debt 4+ 44% — 38% +18% ..
DIoI[a[e MRl CEI A 24% 37% 16% 15% 27% 26%

Securitized Debt +29% —~51% +20%

4.5-5.0% 17% 24% 18% 50% 14% 11%

Investment Grade +45% —43% +13%

5.1-5.5% 35% 16% 39% 35% 32% 44%

High Yield Corporate +33% ~42% +24%

Emerging Market Debt 42200, — 549 $24% ngher EIESRSY 2 22% 5% 25% 27% 15%

Green Bonds 4+34% ~50% +16% Does not apply 3% 18% 2% 4%

Source: Natixis Fund Selector Outlook 2024 *Already recommending lengthening duration
Source: Natixis Fund Selector Outlook 2024
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Alternative allocations

After relying on alternatives to generate income while
interest rates were suppressed and equity markets were
soaring, fund selectors are seeing a broader role for these
non-correlated asset classes as they face a less familiar
environment — even as 55% say risk-free returns are lead-
ing them to pull back on alternative allocations.

ALTERNATIVES
ALLOCATIONS

Increase Maintain Decrease

Real estate/REITs
Absolute return
Private equity

Private debt
Commodities
Gold/Precious metals
Infrastructure

Hedge funds

Cryptocurrencies

Options-based strategies

Managed futures

Source: Natixis Fund Selector Outlook 2024
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A new rationale for private assets emerges
Private assets continue to be the headline on alloca-
tion plans for alternative investments in 2024, as fund
selectors remain bullish on both private equity (55%)
and private debt (57%). Of the 79% who invest in
private equity, 88% plan to maintain (49%) or add to
(39%) their holdings.

Meanwhile, of the 74% of selectors who say their firm
invests in private debt, 85% plan to maintain (47%) or
add to (38%) holdings. Most notably, 46% in Asia and
43% in the UK will increase allocations. Similarly, the
74% who invest in infrastructure are as committed to
their allocations in 2024 with 52% planning to main-
tain investments and 39% saying they will increase
their holdings.

While each offers the promise of predictable long-
term return streams, selectors may be finding even
more reasons to invest. Overall, almost two-thirds
(66%) of those surveyed believe there is a significant
delta between the returns of private and public
markets. Another 41% believe that private assets will
provide a safe haven in the event of a recession.

As those responsible for evaluating investments for
wealth management platforms, fund selectors find
a third reason to invest as 51% say clients want

them. Six in ten report it's becoming easer to meet
that demand as more retail-friendly vehicles are
helping them to enhance diversification on behalf
of clients.

Real estate and REITs are another asset class where
86% of selectors plan to maintain (54%) or increase
(32%) allocations in 2024. Despite the 48% who
expect the sector to underperform this year, many

are finding resiliency. Overall, 66% may be bearish on
residential real estate, but they may see signs of hope
including new home sales stabilizing, housing costs
that are beginning to cool, and the rate cuts many
anticipate in the year ahead.

Recession fears are further reflected in other calls
on alternative allocations. Gold/precious metals
stands out as an indicator of concern, as 87%

say they will maintain (54%) or add to (33%) their
holdings. Similarly, 83% of selectors worldwide say
they will maintain (57%) or add (26%) allocations
to absolute return strategies.

While selectors are ready to work from a wide palette
of alternatives, they are clear that cryptocurrencies
are not part of the equation, as 73% are bearish on
the asset. Of the 42% who offer crypto to clients, only
14% say they will increase allocations in 2024,



Product Outlook 24:

Fund selectors are unique
in the realm of institutional
investors.

They're clearly responsible for evaluating the macro and
market impact on allocation decisions and selecting man-
agers who will fit into their plans. But they must also eval-
uate client needs, pricing concerns, and industry devel-
opments to determine an optimal product mix to serve a
diverse range of clients.

Most notable in product plans for 2024 is the 83% of fund
selectors who say they will add to (44%) or maintain (38%)
the active investments offered on their firms’ platform.
Given the market outlook for greater volatility, and the fact
that dispersions have been running at a greater level than
seen in the past decade, 75% say active will be essential to
finding alpha in 2024,

Beyond beefing up active strategies, selectors will focus
on two other product structures to manage client invest-
ments, and ultimately manage client relationships in what
they see as an uncertain and potentially volatile world:
model portfolios and active ETFs.
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HOW SELECTORS WILL

MANAGE THE PRODUCT MIX

Direct indexing

Semi-transparent
ETFs

Thematic strategies

Annuities

Index funds

Active funds

Hedge funds

Funds of funds

Private equity

Private credit

Decrease
Maintain
Increase

Decrease
Maintain
Increase

Decrease
Maintain
Increase

Decrease
Maintain
Increase

Decrease
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Decrease
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Increase

Decrease
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Decrease
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Maintain
Increase

Decrease
Maintain

Increase

Global

14%
60%
25%

REGIONAL

: Latin N.
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Source: Natixis Fund Selector Outlook 2024
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Model portfolios a more consistent
experience in the face of uncertainty

Model portfolios are front and center in product plans for
2024. Overall, 85% of selectors say their firms have some
form of model offering available to clients. While most
rely on proprietary models developed by in-house invest-
ment teams (65%), a growing number are bringing

on third-party model managers (26%). The mix could
change significantly as over four in ten selectors (41%)
say their firm plans to expand their third-party model
offering in 2024.

In large part, this move to expand is likely the result of
demand, as 52% say their firm plans to move more clients
into models. The timing couldnt be better, as selectors
think models may help firms address a more turbulent
market: First, 66% of selectors believe that model
portfolios offer an added layer of due diligence for
clients; and second, two-thirds believe models help
keep clients invested in volatile times.

Overall, 81% believe that model portfolios give clients a
more consistent experience. Models are likely to be
essential investments for clients in 2024. Given the macro
and market challenges many see on the horizon, two-thirds
(68%) of fund selectors say a key benefit of models is that
they give investors greater confidence in uncertain times.
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From a business standpoint, selectors also say model
programs offer their firms key benefits as well: 73% say
models help firms manage their risk exposures and 82%
say models provide a more streamlined approach. And at
a time when firms are asking advisors to provide a more
comprehensive planning relationship, 63% say models
help advisors to deepen their client relationships.

Given the expanded role models are likely to play in product
plans, it's not surprising that 51% say their firm is finding
a greater need for specialty models. As a result, firm
expansion plans are likely to look beyond core portfolios
for growth. Selectors say their firm is most likely to add
three kinds of models: High-net-worth models (40%) that
provide customization, tax-efficiency and a higher level
of services sit atop the list alongside thematic models
(40%) and ESG models (40%).

When it comes down to evaluating third-party managers
for their model platforms, fund selectors make active
risk management (46%) their top concern. In terms of
model management, tactical allocation (42%) comes in
as another critical consideration. After that they count
competitive fees and the ability to deliver firm-level
customization as equally important (36%). They are also
concerned that models can provide access to a diverse
range of fund managers (33%).
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PRODUCT OUTLOOK

Active ETFs

While fund selectors think markets will favor active
managers in 2024 and see active strategies as essential
to generating alpha, clients are often concerned more
about investment fees. Getting the right balance in the
product has been a challenge in recent years, particularly
as the performance of passive investments has been a
function of central bank policy as 50% of selectors believe.

But new, actively managed ETFs have shown promise
of addressing price concerns and the need to generate

WHAT ARE THE BENEFITS OF ACTIVE ETFs?

The structure makes it easier to
access actively managed investments

Convenient way of accessing
Innovative investment strategies

Tax-efficiency

Intraday trading

Source: Natixis Fund Selector Outlook 2024
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returns. Active ETFs differ from traditional ETFs in that
instead of replicating an index in its holdings, there is a

management team behind the portfolio selecting secu-
rities based on a specified underlying investment strategy.

While relatively new in the past five years, these
products have been gaining momentum. In fact, 84%
of firms worldwide say they will maintain (61%) or
increase (23%) their offering of semi-transparent ETFs
in 2024. Semi-transparent ETFs are one of a few product
structures in the active ETF family and are designed

to allow managers to pursue alpha without exposing
their actual holdings.

Fund selectors see cost efficiency (61%) as the prime
benefit of active ETFs, but they are finding other
advantages to the structure as well. More than four in
ten (44%) say the structure makes it easier to access
actively managed investments, while 42% see it as a
convenient way of accessing innovative investment
strategies. Tax-efficiency is another advantage for 34%
of selectors, as is intraday trading for 33%.




What is normal?

Fund selectors see an unfamiliar investment landscape in
2024. The post-pandemic inflation shock is receding. Interest
rates that were near historic lows just three years ago are
now near 15-year highs. A global economy that survived —
and in many cases thrived in — a global pandemic is now
facing rising recession risks. China, which had been an en-
gine for growth for the better part of a decade, has stalled.
The war in Ukraine has no end in sight. And conflict in the
Middle East seems to grow more tense daily. The upshot is
more uncertainty and many anticipate markets will be volatile.

Fund selectors have anticipated many of the changes and

have planned accordingly. Allocation plans show they are
poised to take advantage of higher rates by lengthening
duration. In equities, they are counting on large caps to carry
them through what could be a turbulent year. Market
expectations are muted compared to recent years, but they
are turning to private assets to help enhance returns.

In addition to investment strategy, they must prepare a
product strategy that will not only fit client needs but help
support them through volatile times. Many think model
portfolios will help deliver that support with a more consistent
investment experience. And most telling in the end are the
/5% who look at this environment and say active manage-
ment will be essential for generating alpha in 2024.
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About the survey

Natixis Investment Managers, Global Survey
of Fund Selectors conducted by CoreData
Research in November and December 2023.
Survey included 500 respondents in 26
countries throughout North America, Latin
America, the United Kingdom, Continental
Europe, Asia and the Middle East.

About the Natixis Center
for Investor Insight

The Natixis Center for Investor Insight is a
global research initiative focused on the
critical issues shaping today's investment
landscape. The Center examines sentiment
and behavior, market outlooks and trends,

and risk perceptions of institutional investors,

financial professionals and individuals
around the world. Our goal is to fuel a more

substantive discussion of issues with a 360°

view of markets and insightful analysis of
iInvestment trends.
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The views and opinions expressed may change based on market and other conditions. This material is
provided for informational purposes only and should not be construed as investment advice. There can

be no assurance that developments will transpire as forecasted. « Actual results may vary. « 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. « The data shown represents the opinion of those surveyed, and may change based
on market and other conditions. It should not be construed as investment advice. « Unlike passive invest-
ments, there are no indexes that an active investment attempts to track or replicate. Thus, the ability of an
active investment to achieve its objectives will depend on the effectiveness of the investment manager. *
Anindex fund is a type of mutual fund with a portfolio constructed to match or track the components of a
financial market index. « Green bonds - A type of debt issued by public or private institutions for the financ-
ing of sustainable, environment friendly projects.

Sustainable investing focuses on investments in companies that relate to certain sustainable development
themes and demonstrate adherence to environmental, social and governance (ESG) practices; therefore
the universe of investments may be limited and investors may not be able to take advantage of the same
opportunities or market trends as investors that do not use such criteria. This could have a negative im-
pact on an investor's overall performance depending on whether such investments are in or out of favor.
You cannot invest directly in an index. Indexes are not investments, do not incur fees and expenses and
are not professionally managed. Volatility management techniques may result in periods of loss and un-
derperformance, may limit the Fund's ability to participate in rising markets and may increase transaction
costs. « This document may contain references to copyrights, indexes and trademarks that may not be
registered in all jurisdictions. Third party registrations are the property of their respective owners and are
not affiliated with Natixis Investment Managers or any of its related or affiliated companies (collectively
“Natixis"). Such third party owners do not sponsor, endorse or participate in the provision of any Natixis
services, funds or other financial products. « The index information contained herein is derived from third
parties and is provided on an “as is” basis. The user of this information assumes the entire risk of use of
this information. Each of the third party entities involved in compiling, computing or creating index infor-
mation disclaims all warranties (including, without limitation, any warranties of originality, accuracy, complete-
ness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to such
information. « Alternative investments involve unique risks that may be different from those associated
with traditional investments, including illiquidity and the potential for amplified losses or gains. Investors
should fully understand the risks associated with any investment prior to investing.  The views and opin-
ions expressed may change based on market and other conditions. This material is provided for informa-
tional purposes only and should not be construed as investment advice. There can be no assurance that
developments will transpire as forecasted. Actual results may vary. « All investing involves risk, including
the risk of loss. No investment strategy or risk management technique can guarantee return or eliminate
risk in all market environments.

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. The analyses and opinions
expressed by external third parties are independent and does not necessarily reflect those of Natixis
Investment Managers. 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, adequa-
cy or completeness of such information. In the E.U.: Provided by Natixis Investment Managers Interna-
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tional or one of its branch offices listed below. Natixis Investment Managers International is a portfolio
mana~gement 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. Germany: Natixis Investment Managers International, Zweigniederlassung Deutsch-
land (Registration number: HRB 129507): Senckenberganlage 21, 60325 Frankfurt am Main. 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 Invest-
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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 manage-
ment company that is authorized by the Commission de Surveillance du Secteur Financier and is incorpo-
rated 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. 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 Sar,
Rue du Vieux College 10, 1204 Geneva, Switzerland or its repre-sentative office in Zurich, Schweizergasse
6, 8001 Zirich. In the British Isles: Provided by Natixis Investment Managers UK Limited which is autho-
rised and requlated by the UK Financial Conduct Authority (FCA firm reference no. 190258) - registered
office: Natixis Investment Managers UK Limited, Level 4, Cannon Bridge House, 25 DowgateHill, London,
EC4R 2YA. When permitted, the distribution of this material is intended to be made to persons as de-
scribed as follows: In the United Kingdom: this material is intended to be communicated to and/or direct-
ed 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
requlated 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. Registra-
tion 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 Invest-
ment Consulting Enterprise regulated by the Fi-nancial 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 (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 Sin-gapore 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 informa-
tion 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 per-mitted 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 requlated 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 autho-
rized 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 manage-
ment 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 can-not 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 hold-
ing company of a diverse line-up of specialised investment mana-~-gement and distribution entities world-
wide. 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 materi-
al does not constitute investment advice, or a recommendation or an offer to buy or to sell any security, or
an offer of any requlated financial activity. Investors should consider the investment objectives, risks and
expenses of any investment carefully before investing. The analyses, opinions, and certain of the invest-
ment 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 develop-ments 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
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In the United States: Provided by Natixis Distribution, LLC, 888 Boylston St., Boston, MA 02199. Natixis
Investment Managers includes all of the investment management and distribution entities affiliated with
Natixis Distribution, LLC and Natixis Investment Managers S.A.
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