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Vaughan Nelson

Market Commentary and Portfolio Positioning

The security and well-being of our colleagues, clients, families, and service providers is a primary concern for
Vaughan Nelson and we hope that each of you are safe and taking measures to protect against Covid-19.
Vaughan Nelson has taken significant measures to ensure business continuity while providing for the safety of
our colleagues and community. With such measures in place, we are spending considerable time focusing on
the current market challenges. We realize that opportunities are forming, and we stand prepared to take
advantage when the time arrives.

During the market decline in the fourth quarter of 2018 we made the point that we had begun the process of
recessing liquidity. Prior to Covid-19, the global economy was already going through a liquidity recession and
the virus has accelerated those issues. In isolation, the global economy could have withstood the economic
impact of the virus. However, coupling the virus with a liquidity recession has proven to be a hostile
environment. The large daily market swings we are experiencing are indicative of the need for liquidity.

From 2009 to the end of Quantitative Easing, the liquidity provided by the Fed was above and beyond what
was needed for economic activity. That excess blead into financial assets and suppressed volatility. When the
Fed reduced liquidity in 2018, the liquidity recession began, and now Covid-19 has exasperated the breakdown
in global liquidity.

The Fed’s most recent rate cuts have pushed Treasury yields to all-time lows, causing money to exit
Treasuries during a time when Treasuries should be serving as the primary source of liquidity. Yields may
continue to drift lower, but we do not expect negative yields to materialize. The anemic Treasury rates are
forecasting lower future economic growth, declining earnings, and lower market multiples.

In short, we have reached the point where liquidity is no longer enough to support asset prices and economic
growth.

Thankfully, unlike 2008, the Fed, Treasury, and market participants are not blind to the liquidity situation. The
Fed is going to fulfill its role as liquidity provider in order to assist the market in eventually arriving at price
discovery. The Fed has now entered the ‘whatever it takes’ policy response.

Recent equity market daily price swings (both up and down) provide no insight into a possible market bottom
but are rather simply consistent with extremely elevated VIX levels. Consequently, the equity market is not a
reliable indicator and the credit market will continue to lead equities.

The December 2018 market low represented fair value; provided we were not nearing a recession. The
markets have now breached those lows, which is providing opportunities. We are finding several companies
that are now at levels where we are particularly confident in our ability to earn our target return over the next
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few years. In fact, there are a number of very specific opportunities that are approaching levels that we have
not seen in nearly 20 years. However, the opportunities are unique and very targeted. A broad-based approach
of simply buying the most depressed securities is not a road map to success in this environment.

There are many companies that relied upon an excessively robust liquidity environment in order to generate
returns. Such companies have declined at least in-line with the broader averages, but they will not participate
in the recovery as the liquidity landscape has materially changed. We are actively targeting companies that
have fallen well below fair value and are companies that have demonstrated they are not simply a beneficiary
of a generous liquidity environment.

Eventually the economic activity lost to Covid-19 will be replaced but we are hesitant to assume this will occur
in a V-shaped fashion. Therefore, to participate in the upside, companies will need to be both financially
healthy and be positioned in healthy end-markets.

We are slowly adding to our shopping list as we seek new names for our portfolios. While we will be judicious
entering new names, we will not wait an extended time to put our ideas to work.

Specifically, we are looking for companies with long-term opportunities that operate in secular growth areas
where the total addressable market is expanding. It is not enough to be simply oversold. Many of the secular
trends that were in place before the liquidity recession will remain in place after and we are getting a unique
opportunity to build positions at attractive valuations. The modifications we make as we navigate through this
environment will likely lead us to exit this cycle with more concentrated portfolios that have better valuations
and more upside compared to the pre-Covid-19 period.

Additional Information

This material has been provided for information purposes only to investment service providers or other Professional Clients or Qualified Investors and, when required by local
regulation, only at their written request. This material must not be used with Retail Investors. 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. ltaly: 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. Registered office: Serrano n°90, 6th Floor, 28006 Madrid, Spain. Belgium: Natixis Investment Managers S.A.,
Belgian Branch, Louizalaan 120 Avenue Louise, 1000 Brussel/Bruxelles, Belgium. e 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
registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre Mendés France, 75013 Paris. e In Switzerland: Provided
by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux Collége 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zrich.
e 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.

e 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
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Professional Clients or Market Counterparties as defined by the DFSA. No other Person should act upon this material. Registered office: Office 23, Level 15, The Gate
Building, East Wing, DIFC, PO Box 506752, Dubai, United Arab Emirates.  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 2018 FSC SICE No. 024, Tel. +886 2 8789 2788. e In Singapore: Provided by Natixis
Investment Managers Singapore (name registration no. 53102724D) to distributors and institutional investors only. Natixis Investment Managers Singapore is a division of
Ostrum Asset Management Asia Limited (company registration no. 199801044D). ¢ In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to
institutional/ corporate professional investors only. e 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. e In New Zealand: This document is intended for the general information of New
Zealand wholesale investors only. 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. e In Latin America: Provided by Natixis Investment Managers S.A. e In Chile: Esta oferta privada se inicia el dia de la fecha de la
presente comunicacién. La presente oferta se acoge a la Norma de Caracter General N° 336 de la Superintendencia de Valores y Seguros de Chile. La presente oferta versa
sobre valores no inscritos en el Registro de Valores o en el Registro de Valores Extranjeros que lleva la Superintendencia de Valores y Seguros, por lo que los valores sobre
los cuales ésta versa, no estan sujetos a su fiscalizacion. Que por tratarse de valores no inscritos, no existe la obligacion por parte del emisor de entregar en Chile
informacién publica respecto de estos valores. Estos valores no podran ser objeto de oferta publica mientras no sean inscritos en el Registro de Valores correspondiente. e 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. e 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. e 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. e 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 authorised. 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, L.P., 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, L.P. and
Natixis Investment Managers S.A.

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 information, disclaims all warranties (including, without limitation, any warranties
of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fithess for a particular purpose) with respect to such information.

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. 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. May not be redistributed, published, or reproduced, in whole or in part. Amounts
shown are expressed in USD unless otherwise indicated.
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