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2018, a worst case scenario
The European equities markets closed out the year significantly down: with a
10% to 20% crash of the major indexes, 2018 officially became the worst year
on record since the Financial Crisis. Sources of anxiety abound. Their
cumulative effect has contributed to a general climate of gloom in sharp
contrast with the optimistic attitude with which the financial industry
approached the beginning of the year. Even Wall Street experienced a hard
landing, exacerbated by profit-taking on the part of investors, who withdrew
after close to a decade of uninterrupted bull market. The most global
companies, which had expected to see the strongest growth—such as
technology stocks—were particularly hard hit in the last quarter.
Granted, this increased aversion to risk set against an overall drop in the price
of risk bearing assets is characteristic of late-cycle behaviour. It reflects fears
of a global economic slowdown occurring just as the policies of central
banks become less accommodating. As early as June 2017, the Fed
gradually dialled down the flow of low-cost credit, prompting investors to feel
as though a golden age were drawing to a close. In 2018, interest rates
increased by a quarter point, four times. Traditionally, the impact of such
actions is felt with some 12 to 18 months delay. But the late-cycle context does
not explain everything, and there are many other factors that play into the
prevailing pessimism.
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Between tension and uncertainty
The trade war instigated by Donald Trump between the United States and
China (and possibly the rest of the world), has begun to wreak havoc with
macroeconomic indicators: decreasing confidence of entrepreneurs, lower
investment rates, a drop in the new orders component of SME indicators, and
so on.
Added to this are significant anxieties regarding China’s growth. The
market is wondering about the true amplitude of China’s slowdown. While it
was, after all, expected, having been announced in the context of a virtual
‘Gosplan’, the fact that it coincides with tensions over trade has raised concerns
that the landing might be more brutal than anticipated.
And lastly, the eurozone is caught in a vise between trade tensions and
political uncertainty. Germany, which has driven growth for a number of
years, is showing signs of weakness due to a deterioration of the automobile
sector. The auto industry not only faces the rise of protectionism, it is also in
the throes of technological transformations necessary for the transition to a
low-carbon economy. These involve, among other things, massive investment
in electric-drive vehicles. Politically speaking, the debates focused on Brexit
and Italy, uncertainty surrounding the outcome of the upcoming European
elections this spring given the context of rising populism, and the protests in
France are all subjects that make investors twitchy and deprive them of
visibility.
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A pall of anxiety has thus settled on the markets. At the end of 2018, investors
leaped—perhaps too quickly—to the conclusion of an ending cycle;
accelerated by a loss of confidence on the part of economic actors against the
backdrop of a looming trade war and inexorable monetary tightening by central
banks, this resulted in a hard landing that has hobbled Chinese and US growth
for 2019-2020.
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The situation of the world economy is comparable to that of 2011 and 2016. At
the time, a more accommodating monetary policy on the part of the Federal
Reserve and a massive stimulus package in China paved the way for renewed
confidence. Without counting on similar measures, we believe the Fed will
prove pragmatic and adapt its policy to the prevailing economic
conditions. Furthermore, positive signs have emerged to suggest an easing
of sino-american trade disputes. For all these reasons, we are not tabling on a
recession Stateside for 2019, nor on a serious drop in growth for China.
With valuations on the European equities markets already pricing in a
significant economic slowdown and presenting high risk premiums, we are
fairly confident in the performance of risky assets for 2019. It would appear that
blanket pessimism has ultimately become a factor supporting current
valuations.

Patience and Foresight
Nonetheless, we are keeping a close watch on macro dynamics that are slow
to find firm footing, and, given the persistence of significant political risks, we
do not anticipate a major rebound. As in 2018, we believe that the strongest
investment strategy will consist in identifying those companies best positioned
in the broad array of transitions currently underway: the socio-demographic
transition, the technological transition, the ecological transition and the
transformation of corporate governance models, as companies are called upon
to play a crucial role in achieving the public policy objectives embodied in the
United Nations’ SDGs (Sustainable Development Goals).
As investors, our role is not limited to that of an informed bystander with a
passing interest in the transitions underway. We owe it to ourselves to fully take
part, whether through our allocation decisions, our voting and corporate
engagement policy or, more broadly, through the positions we defend within
the economic and financial ecosystem. For, let there be no mistake, if we fail
to address the issue of climate change, if we cannot resolve the crisis of
globalisation whose price is the exponential increase of inequalities, then
medium and long-term returns will suffer! More than ever, 2019 is a year to
invest in and for a more sustainable economy, and we are proud to see more
of you than ever committed to doing so.
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Legal Information
This document is intended for Professional clients only in accordance with MIFID. If no and you
receive this document sent in error, please destroy it and indicate this breach to Mirova.
Products and services do not take into account any particular investment objectives, financial situation
nor specific need. Mirova will not be held liable for any financial loss or decision taken or not taken
on the basis of the information disclosed in this document, nor for any use that a third party might
make of this information. This document in no way constitutes an advice service, in particular an
investment advice.
This document is a non-contractual document and serves for information purpose only. This
document is strictly confidential and 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 consent of Mirova. This document may not be used in some
jurisdictions where such offers or promotions have not been authorized by the competent authorities.
Each investor must ensure he complies with these requirements and prohibitions.
No information contained in this document may be interpreted as being contractual in any way.
Information contained in this document is based on present circumstances, intentions and beliefs and
may require subsequent modifications. No responsibility or liability is accepted by Mirova towards any
person for errors, misstatements or omissions in this document or, concerning any other such
information or materials, for the adequacy, accuracy, completeness or reasonableness of such
information. While the information contained in this Document is believed to be accurate, Mirova
expressly disclaims any and all liability for any representations, expressed or implied, with respect to
this Document or any other written or oral communication to any interested party in the course of the
preparation of information concerning the Fund. Prices, margins and fees are deemed to be indicative
only and are subject to changes at any time depending on, inter alia, market conditions. Mirova
reserves the right to modify any information contained in this document at any time without notice.
More generally, Mirova, its parents, its subsidiaries, its reference shareholders, the funds Mirova
manages and its directors, its officers and partners, its employees, its representative, its agents or its
relevant boards will not be held liable on the basis of the information disclosed in this document, nor
for any use that a third party might make of this information. This document has been created and
prepared by Mirova based on sources it considers to be reliable. However, Mirova does not guarantee
the accuracy, adequacy or completeness of information obtained from external sources included in
this document.
Written on January 29th, 2019.

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 Larga, 2 - 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 España. 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 Mendès France, 75013 Paris.
● In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland
Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich,
Schweizergasse 6, 8001 Zürich. ● 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
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the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated
to and/or directed at professional investors only; in the Isle of Man: this material is intended to be
communicated to and/or directed at only financial services providers which hold a license from the
Isle of Man Financial Services Authority or insurers authorised under section 8 of the Insurance Act
2008. ● In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or services
are only available to persons who have sufficient financial experience and understanding to
participate in financial markets within the DIFC, and qualify as Professional Clients or Market
Counterparties as defined by the DFSA. No other Person should act upon this material. Registered
office: 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 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. ● 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 Representación (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 Comisión 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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Thank you!

MIROVA
French Public Limited liability company with board of Directors
Regulated by AMF under n°GP 02-014
RCS Paris n°394 648 216
Registered Office: 59, Avenue Pierre Mendes France – 75013 Paris
Mirova is an affiliate of Natixis Investment Managers.

NATIXIS INVESTMENT MANAGERS
French Public Limited liability company
RCS Paris n°453 952 681
Registered Office: 43, Avenue Pierre Mendes France – 75013 Paris
Natixis Investment Managers is a subsidiary of Natixis.

NATIXIS INVESTMENT MANAGERS INTERNATIONAL
Limited liability company
Regulated by AMF under n° GP 90-009
RCS Paris n°329 450 738
Registered Office: 43, Avenue Pierre Mendes France – 75013 Paris

OSTRUM ASSET MANAGEMENT U.S., LLC
888 Boylston Street
Boston, MA 02199
Tel. 212-632-2800
Ostrum Asset Management U.S, LLC (Ostrum AM U.S.) is a U.S.-based investment advisor that is an indirect, wholly
owned affiliate of Natixis Investment Managers, which includes a direct minority ownership by Mirova. Mirova is
operated in the U.S. through Ostrum AM US. Ostrum AM US and Mirova entered into an agreement whereby Mirova
provides Ostrum AM US investment and research expertise, which Ostrum AM US then combines with its own
expertise, and services from Natixis Investment Managers International when providing advice to clients.
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