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HIGHLIGHTS

e Durable goods orders in the US for November (Dec. 23)
The main source of weakness for the US business cycle is capital expenditures. It has been weak in recent months even after the
White House decision to lower companies' tax rate. The non defence capital goods orders ex aircraft will highlight the investment
profile we can expect for the last quarter of 2019.

e The Chicago Fed National Activity Index (CFNAI) for November (Dec.23)
The US short term economic outlook is weaker since the beginning of this fall. This can be seen with the drop in the industrial
production index (-1.1% for the last three months when compared to the same three months a year ago), the continuous weakness
in the ISM index for the manufacturing index or the not so strong retail sales. This will reflects in the CFNAI for November. The
October level was weak as will probably be November figure too.

e Japan retail sales for November (Dec.27)
With the October VAT rate hike, retail sale dropped dramatically after a huge surge in September. The question for coming months
is to know If the retail sales future profile will follow the one seen in 2014. It was then a source for a weaker outlook for the following
three years.

e Japanese unemployment rate for November (Dec 27)
The dynamics has changed on the Japanese labor market. The unemployment cannot go lower at 2.4%. Since the beginning of
2018 it oscillates around 2.3%. The Japanese economy is at full employment. In discussions on the Japanification of the Euro zone
we have to keep in mind that the Japanese economy is doing well. Its unemployment rate is at historical low. It's also the case in the
Euro Area but with a rate at 7.5%. The fact that population is ageing rapidly is a source of explanation for the Japanese
performance but the population is ageing very rapidly also in Italy, Spain and Germany but except in Germany the unemployment
rate remains high and not comparable to the Japanese one.

Happy Christmas on December the 25t
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e Durable goods orders in the US for November (Dec. 23) M i i e
One weakness of the US economy is the profile of its corporate investment. As e Orders January 1995-October 2015] "
we can see on the graph (blue bar), capital expenditures have not been boosted 2o R R
by the large tax rebate seen on companies' profits in 2018. It was seen as 2 :
preferable to buy back on the equity market. The global effect is a higher return 10
on the stock market but a lower capacity for the US companies to embrace the 0 0
future changes and their capacity to drive productivity up. it
The non defence capital goods orders ex aircrafts mimics the corporate s
investment profile. It's still poor in the last quarter of 2019 even with the marginal 20 et )
improvement in October. e e

e The Chicago Fed National Activity Index (CFNAI) for November (Dec.23) T
This index was at -0.31 on average for the last three months to October but the CFNAI (measure of economic activity)
sole October index was at -0.71. The index shows a strong probability of ¢ | Caet pott g a0 ey 1)
recession when the 3 month average is close to -0.7. This is not the case yet. sl 1dh — .

Will the weak industrial production and the not so strong retail sales in 0

November be counterbalanced by the strong employment report ? \[f l

The point is important as the US economy doesn't show strong sources of 4 \

impulse that could boost growth in a foreseeable future. E
This index is more reliable than the ISM. Its profile for the end of the year will 'Z \ ‘
feed expectations for coming months and be a support for future non defense 2': 1] ssmastoin ovemberzos | Zﬂ
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e Japan retail sales for November (Dec.27) [ Japan - Retai Saes in Volume |
Sometime, the same measure creates the same consequences. In April 2014, 20
the Japanese government increased the VAT rate from 5 to 8%. Therefore in
March 2014 retail sales were skyrocketing and dropped dramatically in May and r ; .
for the three following years (the line on the graph is in level). i A ;hoalngéf%cmw
In October 2019, the VAT rate was increased to 10%. Therefore in September 105 | WMW |
sales increased rapidly before shrinking in October. The question for the coming

months will be on the sales profile. Will it follow the one seen after April 20147 If
it is the case it will again be a source of weakness for the Japanese outlook. G T
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ADDITIONAL NOTES
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This document is intended for professional clients in accordance with MIFID. It may not be used for any purpose other than that for which it was conceived and may
not be copied, distributed or communicated to third parties, in part or in whole, without the prior written authorization of Ostrum Asset Management.

None of the information contained in this document should be interpreted as having any contractual value. This document is produced purely for the purposes of
providing indicative information.

This document consists of a presentation created and prepared by Ostrum Asset Management based on sources it considers to be reliable. Ostrum Asset
Management reserves the right to modify the information presented in this document at any time without notice, and in particular anything relating to the description
of the investment process, which under no circumstances constitutes a commitment from Ostrum Asset Management.

Ostrum Asset Management will not be held responsible for any decision taken or not taken on the basis of the information contained in this document, nor in the use
that a third party might make of the information.

Figures mentioned refer to previous years. Past performance does not guarantee future results. Any reference to a ranking, a rating or an award provides no
guarantee for future performance and is not constant over time. Reference to a ranking and/or an award does not indicate the future performance of the UCITS/AIF
or the fund manager.

Under Ostrum Asset Management’s social responsibility policy, and in accordance with the treaties signed by the French government, the funds directly managed
by Ostrum Asset Management do not invest in any company that manufactures, sells or stocks anti-personnel mines and cluster bombs.
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