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Investing in global equities with
a thematic lens

Some markets are growing faster than the broader global economy due to
a range of long-term, secular growth drivers.

Key Takeaways:

- Thematic equity investing
focuses on markets that
are growing faster than
the broader global
economy due to a range
of long-term, secular
growth drivers.

- It seeks out businesses
that will be at the forefront
of long-term growth
themes — Safety, Water,
and Artificial Intelligence
(Al) and Robotics — and
that are likely to benefit
from the ‘primary forces’
of global disruption.

* Investors gaining
exposure to global equities
using a thematic lens
can invest in companies
delivering superior
sustainable growth, for
longer than the market
gives them credit for, and
can therefore capture a
“duration premium”
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Increased urbanisation. An ageing

and shrinking workforce. Adapting to
climate change. These are just some of
the long-term structural shifts we see
today and that we will increasingly need
to face tomorrow.

Thematic investing focuses on

markets that are growing faster than
the broader global economy due to

a range of long-term, secular growth
drivers — economic contributors that
remain consistent over time rather than
based on seasonal or cyclical trends.

It seeks out businesses that will be

at the forefront of long-term themes
and identifies those best positioned

to benefit from the ‘primary forces’
believed to be the root causes of global
disruption — demographics, innovation,
globalization and resource scarcity.
The long-term themes currently include
Safety, Water, and Artificial Intelligence
(AI) and Robotics.

In this Q&A, Simon Gottelier, Karen
Kharmandarian and Frederic Dupraz
from Thematics Asset Management,
an affiliate of Natixis Investment
Managers, explain how thematic equity
is an attractive and differentiated
investment opportunity that buys into
the innovation shaping the future.

How do you work together

as portfolio managers across
different themes?

Simon Gottelier: Arnaud Bisschop and

| manage the Water strategy. We are an
experienced, complete and settled team.
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We then have Karen Kharmandarian
who is our CIO and who co-manages

the AI& Robotics strategy together

with our digital and tech expert, Nolan,
Hoffmeyer. As for Frédéric Dupraz, he
co-manages our Safety strategy with
Matthieu Rolin. So, we currently have six
focused portfolio managers as well as
Mohammed Amor, who is the company’s
CEO.

At the heart of everything we do is the
identification of long-term themes,
underpinned by secular growth drivers
that create the potential for thematic
equity strategies. The difference between
a sector strategy and a thematic equity
strategy is an investible universe

that offers diversification, balance

and the ability to be exposed to both
economically sensitive businesses and
defensive businesses.

By reputation in the market, Arnaud and
| manage strategies with a profile that
people tend to associate with being
relatively defensive, or as we like to call
it, 'sleep-at-night money’. And we have
plenty of defensive opportunities to act
as a ‘counter-weight’ when there's a
market drawdown. But we also aim to
find and exploit opportunities in some of
the more cyclical companies in our value
chain to capture market upside.

What makes Al & Robotics
a particularly attractive
investment theme?

Karen Kharmandarian: Well, the first thing
is that it's an appealing and accessible
subject, which is part of our collective
unconscious — everyone's watched sci-fi
movies or read books about robots taking
over the world. So there's plenty of curiosity
about the theme and what it is all about.

Second, you have large data sets available
thanks to ever-increasing connected
devices, and the ‘Moore's Law-powered’
computing power that is necessary to
deal with these data sets. In terms of

Al techniques, especially deep learning
systems, you can uncover the insights
based on the data.

There's also the fact that costs are
coming down quite significantly for
these technologies. And when you
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have this combination of technological
advancements and costs coming down,
you are at an inflection point — especially
when this relates to a general-purpose
technology that's applicable to many
different industries and sectors.

In terms of how it has evolved, you've

seen more technologies being embedded
into these robotic devices, be they
sensors, machine vision systems, natural
language understanding or generation, and
contextual awareness systems, to name
but a few.

So, from basic mechatronic devices used
for performing the very repetitive tasks

on mass- manufacturing floors — what
we call the four Ds: dull, demanding, dirty
and dangerous — robots have suddenly
become smaller, smarter, safer and
cheaper. Moreover, they have made leaps
forward in terms of versatility, adaptability,
flexibility, user-friendliness and mobility,
allowing them to become ubiquitous.

What's driving the need
for investing in Safety?

Frédéric Dupraz: Well, safety is a
primary human need. In psychology and
motivational theory, safety forms one

of Maslow’s hierarchy of needs. This
includes factors such as security, as well
as law and order.

But I honestly wasn't aware of the
potential of a ‘safety’ product until about
ten years ago. It's only since we've seen
rapidly advancing technological change
that | think it's becoming vitally important.
You only need to consider how safety
features that are practically invisible
secure our everyday activities, whether
you think of travel, online shopping,
energy production or social networking.
These intangible resources underpin the
framework of human safety in our world
today.

This is why safety is a top priority for
individuals, company managers, heads

of financial institutions and government
leaders. And | think it will continue to

be driven by urbanization, increasing
regulatory oversight, innovation and
globalization, because risks today don't
respect borders and can appear anywhere
in the world in real-time.
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Take the automotive industry: the safety
content in a modern car has more than
doubled in recent years and is likely to
double again in the coming years with
advancements in safety and driver
assistance technologies. And security

content is increasing across other
verticals.

I'm primarily concerned with physical
security — the real world. But | also cover
cybersecurity and payment services. This
is a broad remit across tech, digital and
the real world.

What's the main advantage with
Water as a thematic opportunity?

Simon Gottelier: A key reason why water
is such a great investment opportunity

is that it has perhaps the longest-term
secular growth drivers underpinning it.
Each of them is, by its very nature, fifty to
a hundred-year narratives.

One of our biggest opportunities is
based around changing demographics
in emerging economies. Somewhere

in the region of 350 million people in
China are expected to move from rural
to urban areas in the next 30 years. That
clearly places a huge amount of strain
on existing infrastructure and drives the
need, at the government level, to invest
in new infrastructure. In the US, on the
other hand, there’s something like a
trillion dollars of refurbishment spending
required in water infrastructure.

The whole water opportunity is driven
essentially by imbalances in supply and
demand, so governments are spending
more money on the oversight of water
quality — whether that's for drinking
water utilities or industrial water. And that
also tends to be mandated spend, very
predictable. Furthermore, there is a 100%
correlation between water availability
and a country’s ability to grow its GDP.
Without water, there can be no economic
activity — none whatsoever.

Moreover, governments and the private
sector are also waking up to the fact
that there is a need to invest to mitigate
against the effects of climate change.
When you witness the clear and obvious
changes in global weather patterns that
we are experiencing today, it is clear that

DOCUMENT INTENDED EXCLUSIVELY FOR PROFESSIONAL CLIENTS (IN ACCORDANCE WITH MIFID)



The HUB

NEWS AND VIEWS FOR INSTITUTIONAL INVESTORS

the water is falling where it didn't fall
previously, and droughts are becoming
longer and more severe. There's

simply more intense rainfall in different
areas relative to previous decades —
devastating floods caused by the recent
cyclone in Mozambique, as well as

the recent floods in Nebraska, and the
five-year drought suffered by California.

Naturally, this puts pressure on
governments, the agricultural sector and
the private sector to invest to mitigate
against the negative and sometimes
devastating impacts of these changing
weather patterns.

It appears that ‘thematic’ has
replaced ‘ESG’ as the investing
buzzword for 2019. How difficult
is it to differentiate in such a
competitive environment?

Frédéric Dupraz: First, | think thematic
investing is quite easy to explain because
it's about things that everyone knows
well. This incorporates longer-term
themes that have already become part
of our lives. ESG is also a way to think
long-term. | know it’s really hyped as a
phrase, but with ESG you are investing

in companies that will be here for the
longer-term, so we integrate ESG into our
process in a serious and considered way.

For us, thematic investing is not only
about managing portfolios, it's about
finding good companies and good ideas
to invest in. | think we're adding value
because we differentiate between the
companies that benefit from short-term
hype - those concepts that won't endure
in the future - and we invest instead in
companies that benefit from long-term
secular growth drivers.

We have a unique selling point in that,
as a team, we've been doing this for, on
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average, more than 10 years. We know
the industry as well as anyone, so we
know how to invest in this complicated
space. We know the investment
landscape inside-out, and there is a
mutual respect among the members
of the investment team regarding their
convictions and what they know.

Do you have specific investor
audiences in mind when it
comes to investing into global
equities using the thematic lens?

Karen Kharmandarian: Over the past few
years, we've seen institutional investors
becoming increasingly interested in
investing into global equites using

the thematic lens. My feeling on this

is that they have acknowledged that
when they were buying a US equity
fund, for example, it was very difficult

to understand exactly what they were
buying, and what end market risk they
were gaining exposure to. Was it US
companies exposed to the US market or
US listed companies offering exposure
and associated risks to many more
regions? End markets and revenue
generation become so diversified that

it is unclear what exactly one invests in
using a regional approach.

The same applies with a sector fund,
for instance, as these classifications
are fairly arbitrary. Not so long ago,
Alphabet/Google was in the consumer
discretionary category, but it could just
as easily have been categorised as an
IT, industrial or communication services
company.

So institutional investors have started
to realise, if we're not really grasping

the reality of our investments using the
traditional classifications, then maybe
using the value chain of a theme helps
us to have a better understanding of the

-

g v

- // > e
> / 1 §( Lt .
— _ A 5

Al

drivers of this theme and what we're
investing in.

These used to be very niche investments
for them, even five years ago. We'd meet
with them and they would say they were
convinced by thematic investing but
couldn’t figure out where to position us in
terms of portfolio allocation.

They started to make satellite allocations
to thematics and, for many, it has now
moved to the core part of their portfolio,
sometimes becoming central in their
global equity allocation.

Insurance companies, too, are clearly
looking for secular growth and
compounders that can provide attractive
returns over the long term. They also
have this willingness to protect the
downside. And in this respect, thematics
provides some safety — it gives them
exposure to global equities supported by
secular growth tailwinds. From an asset
liability-management perspective, the
long-term horizon of our investments
matches nicely with that of their liabilities.

Insurers are also quite familiar with

a specific form of duration risk that
thematic investing looks to capture.
The compounders we invest in tend to
sustain superior growth and profitability
longer than the market gives them
credit for.

The market tends to price a reversal to
the mean too rapidly, presuming market
forces will play out, ignoring the secular
forces supporting their operations. It
therefore misprices these stocks, due to
this shorter investment horizon. With our
unique standpoint, we try to capture this
duration premium.

This Q&A is based on individual manager
interviews that took place between
April and June 2079
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ADDITIONAL NOTES

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when
required by local regulation, only at their written request. This material must not be used with Retail Investors. 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 516405-9607 - 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. 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 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: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, 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 discretionary
asset management business and investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku,
Tokyo. In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise requlated 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 2018 FSC SICE No. 024, Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors
and institutional investors for informational purposes only. Natixis Investment Managers Singapore is a division of Ostrum Asset Management Asia Limited (company
registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 5 Shenton Way, #22-05 UIC Building, Singapore 068808. 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, oficina 102B, 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.
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. Past performance information presented is not indicative of future performance.

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

All amounts shown are expressed in USD unless otherwise indicated.
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