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Election outcome: The EU elections concluded with centrist parties, such as the
European People’s Party, remaining in the lead. However, some far right parties such
as Identity and Democracy and European Conservatives and Reformists also
increased their presence in the European parliament. The far-right parties may try to
slowdown new green policies, but it's unlikely they will overturn existing climate rules
that have already become law.

Priorities for the next European Parliament: The new Commission will likely focus
on priorities such as efficiency of climate regulations. Security and defence, as well as
the EU’s geopolitical positioning, will become top priorities of the new Commission.
Challenges and opportunities for Europe: Europe has strengths that can mobilise.
In order to keep the pace and overcome the medium-term challenges of the EU
economy (i.e. poor demographics, weak research investment), the region needs to
enhance economic and financial integration, improve fiscal governance and strengthen
the capital market union.

The French snap elections: President Macron’s decision to hold elections now could
have some upsides in the attempt to pursue a more stable domestic policy making,
with more cooperation from non-far right opposition parties. In addition, he could
benefit from a potentially better voter turnout in domestic elections, which are very
different from European ones. If the far right manages to secure a governing majority
(and the Prime Minister’s post), it is the President who presides over France’s foreign,
European and defence policy. Indeed, foreign policy and military questions are of
‘domaine reserve’ of the French President and therefore stability is expected there,
regardless of the outcome of the elections. The French President is also a key
appointing authority in France for top executives’ positions in the public sector. Check
and balances, the Constitutional Court and the administrative jurisdiction, and the
centre right-dominated Senate will control the government’s decisions to ensure they
abide by the Constitution, international conventions, European and other legal
obligations France has committed to, as well as independent public agencies in charge
of civil liberties.

Outlook for Europe and France: EU elections took place amid an improving
economic environment but there are divergences across countries and sectors. In
France, after a sharp slowdown in the second half last year, GDP growth should pick
up gradually on the back of reasonable strong household consumption. Public deficit,
while still high as percent of GDP, should come down slightly from 2023 levels.
Investment implications: This sudden call by President Emmanuel Macron for snap
elections has created some volatility, both in equities and fixed income markets in
France. France's budgetary situation will remain in focus. French government debt
markets are very liquid and in addition, the context is supportive, with investors wanting
to lock in higher interest rates before the ECB cuts rates further. On the euro, we are
cautious in the short term, but do not see structural weakness.

What was the outcome of the recently concluded EU elections?

The 2024 European Parliament elections took place between 6 and 9 June 2024. The results
indicate that the centrist parties should be able to form aworking coalition. The European
People’s Party (EPP) increased its parliamentary seats. At the same time, parties such as
Identity and Democracy (ID) and European Conservatives and Reformists (ECR) with far-right
credentials also gained seats.
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The EPP strengthens its lead, whereas Renew Europe and Greens weaken
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Source: Amundi Investment Institute, Politico.eu, as of 11 June 2024.

How might the far-right parties influence EU policymaking?

“The far-right Members of the European Parliament (MEPS) with far-right views are likely to influence policy
parties may try to making for the first time, despite being divided on many issues that include fiscal policies (some
slowdown new are frugal while others are not) and foreign policy (some are anti-Russia). But far right parties

and representatives are united in their stance on immigration and slowing down
environmental policies. On the former, we think, there is not much more to be done as the
EU has already tightened its policies in recent years.

green policies,
but it’s unlikely
they will overturn

existing climate  the far right's main focus will likely be on slowing down the EU’s green ambitions. For

rules that have example, there are plans to expand the scope of the Emission Trading System (ETS), the
already become primary EU instruments for limiting emissions, to include buildings and road traffic from 2027.
law." We do not believe that the ETS will be expanded in scope given the new dynamics of the

European Parliament. While, it is unlikely that the new European Parliament (EP) will overturn
climate rules that have already become law, it is also unlikely that the next EP will pursue new
green policies.

In other areas, what should we expect from the next European Parliament and European
Commission?

After years of prioritising climate policy, the focus will now go to competitiveness and
efficiency of climate regulations. Many parties want less regulation, including the centrist
European People’s Party (EPP) and Renew Europe. Therefore, the far right will have the
biggest impact on areas where its views overlap with the centrist groups. Topics that will likely
dominate the discourse at the EU level for the next several years will include: defence &
geopolitics, economic security, protectionism, state aid, vulnerability of supply chains
and economic dependencies, and cyber security.

Unsurprisingly, geopolitics will remain a hot topic, particularly amid the upcoming US elections
and the country’s competition with China. Europe, we think, is unlikely to alienate either the US
or China because the region relies on these countries for its trade. Despite more protectionist
rhetoric and some symbolic measures, we think it makes no political sense to start a serious
trade war with China ahead of a possible Trump administration, whose trade policies would
most likely be a tit-for-tat stance with the EU.

To remain competitive, the EU will have to address different policies. On industrial
policy, the EU should focus on overcoming its technological dependence. If it fails to do
so, far more than the EV sector would be at risk in the years to come.

On energy and climate policies, the Commission will have to ensure an affordable, secure
and sustainable energy supply. This should require global energy partnerships.
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The Commission will also have to consolidate climate commitments. EU member states must
step up their decarbonization efforts in particular, by phasing out subsidies for fossil fuels
(consumption of which has increased with the energy crisis). The next Commission will likely
continue to focus on reducing greenhouse gas emissions and promoting renewable
energies in line with current laws approved by the previous administration. In the field of
green energies, the Commission may develop renewable energy production capacities.
Investment instruments such as REPowerEU will not be enough. Strengthening energy
cooperation is crucial.

Last but not least, the EU must become a geopolitical player in security and defence.
The strengthening of the European defence industry has become a priority. It's not enough to
buy ammunition and equipment together; Europe also needs an industrial base capable of
meeting its growing needs.

What are the main challenges and opportunities you see for Europe?

Europe has strengths it can mobilise. EU countries are highly diverse economically (countries
have different specialisations) and Europe has very abundant financial savings of households
(estimated at over €35,000 bn in the EU) that could be used to make these economies more
dynamic.

The short-term outlook is improving. To keep the pace and overcome the medium-term
challenges of the EU economy (i.e. poor demographics, weak research and development
investment, low productivity) the EU needs to enhance the economic and financial integration,

“Europe can improve fiscal governance and strengthen the capital market union.

mobilise its

strengths to To benefit from its strengths and large pool of private savings, EU member states should agree
finance the green on: _ , _ N

transition.” e Strengthening the single market to exploit all the opportunities,

e Strengthening integration within the EU (tax harmonisation),

e Completing the Capital Market Union to mobilise sufficient funds to meet the EU's
investment needs,

e Completing the EU fiscal governance with more joint debt to finance common goods
(eg. Defence).

SNAP ELECTIONS IN FRANCE

Following the EU elections, French President Macron called for snap elections. What
could be the motivation behind this move?

Although the decision by President Macron may appear surprising, his current hold on power
meant he was allegedly already contemplating holding a parliamentary vote later in the year.
Without his decision to call a parliamentary vote, the next few years would have been
difficult for him in terms of domestic policymaking. This would likely have benefitted the
far right in the 2027 Presidential elections.

The first round of elections on 30 June will provide more clarity on how domestic French voters
are behaving. In fact, European elections are very different by design from National Assembly’s
elections. National Assembly elections are a majority vote in two rounds with 577
constituencies, which is very different from a proportional one-round election and a unique
national constituency.

A potentially better voter turnout in domestic elections (than during the European parliamentary
elections) may restore some of Macron’s credibility. Importantly, voters are likely to behave
differently in domestic versus European elections — the latter continue to be used as a protest
vote. And thus, voters concerned about allowing the far right into power will likely turn out to
vote in bigger numbers.
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How do you view the possible outcomes of these French elections?
“Macron’s Macron’s decision to hold elections now could have some upsides because it gives him
decision to hold a chance at more stable domestic policy-making. Non-far right opposition parties will
mobilise to prevent the far-right taking power. A better electoral turnout than during the
European parliamentary elections could also restore some of his credibility domestically
and internationally.

elections now
could have some
upsides because

it gives him a If the far right manages to secure a governing majority (and the Prime Minister’s post), it

chance of more is still the President who presides over France’s foreign, European and defence policy. Indeed,

stable domestic foreign policy and military questions are of ‘domaine reserve’ of the French President and

policy-making." therefore stability is expected there, regardless of the outcome of the elections. The French
President is also a key appointing authority in France for top executives’ positions in the public
sector.

Checks and balances, the Constitutional Court and the administrative jurisdiction, and the
centre right-dominated Senate will control the government’s decisions to ensure they abide by
the Constitution, international conventions, European and other legal obligations that France
has committed to, as well as independent public agencies in charge of civil liberties.

Our view is that no party appears to be in a position to win an outright majority and
impose its own agenda. The Constitutional Court will also likely block any extreme
measures in this respect — institutions of the 5" Republic in France offer protection.
Overall, the snap elections will likely result in a hung parliament in which Macron will depend
on more support from the opposition parties to govern.

What is Europe's macro outlook?

The elections took place in a clearly improving economic environment, following a technical
recession in the second half of 2023. Leading indicators and surveys are increasingly
pointing to a better second half of this year.

We expect Eurozone growth at 0.8% in 2024 and 1.2% in 2025. Employment rose by 0.3% in
Q1, confirming anecdotal evidence that the labour market has continued to tighten, with
companies hoarding labour in anticipation of a rebound in growth.

This comes, however, with considerable differences from country to country and from sector to
sector. Germany is likely to be the main laggard this year due to weak investment and exports.
Countries such as Spain should fare better. Services are improving while manufacturing
remains under pressure. The only exception is Spain, expanding in both manufacturing and
services. In 2025, we expect a more broad-based recovery in the Eurozone, supported by
improved purchasing power and easing financial conditions.

What is the outlook for France?

“After a slowdown After a sharp slowdown in the second of half last year, GDP growth should pick up very

in the second of gradually in 2024 (0.9%) and return to its potential rate in 2025 (1.3%). Household consumption
half last year, GDP is expected to be the main driver, thanks to a rebound in real wages and the easing of credit
growth should pick conditions. The deficit-reduction measures announced by the government will weigh on growth,
up gradually in but without jeopardising the recovery that we expect.

2024 and return to As in the Eurozone, inflation is set to fall significantly, thanks in particular to lower energy and

its potential rate in commodity prices. Inflation should fall to 2.1% in 2025, after 5.7% in 2023 and 2.5% in 2024.
2025.”
Public deficit would fall slightly from 5.5% of GDP in 2023, to 5.3% in 2024 and 5.0% in 2025,
but will likely remain well above 3% in 2027 (at 4.5% according to the IMF), a level well above
the forecast by the French government in its Stability Programme presented in April (2.9%).

An Excessive Deficit Procedure (EDP) may be initiated this year in France. And in the absence
of additional fiscal consolidation measures, public debt would reach 112% of GDP in 2024,
114% of GDP in 2025, and would increase by around 1.5 percentage point per year in the
medium term. This could result in a rise in the cost of debt, forcing the government to take
stronger consolidation measures, with a potential impact on purchasing power and growth.
Against this backdrop, the next government's commitment to controlling public
finances will be closely watched by investors.
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What are the implications for French markets and the euro?
This sudden call by President Emmanuel Macron for snap elections has created some volatility,
“We expect some both in equities and fixed income markets in France. French stocks may underperform their

short-term European counterparts briefly during this phase of uncertainty.
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Source: Amundi Investment Institute, Bloomberg, as of 11 June 2024 at 3.20pm CET.

In fixed income, markets have already partly valued the deterioration of France's budgetary
situation and French government debt markets are very liquid. We may witness some spread
widening of French bonds vs. German bunds. Markets will likely look ahead to the results of
the first round of elections on 30 June and to the second round on 7 July. Hence, the markets
are likely to be in wait and see mode, before moving up or down later. Volatility should fade
when the political situation becomes clearer.

Spread-widening in France
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Source: Amundi Investment Institute, Bloomberg, as of 11 June 2024 at 3.20pm CET.

On the euro, we are cautious in the short term, but do not see structural weakness. Due
to recent political instability, volatility spiked and sentiment turned negative. Hence, the euro
declined. Looking ahead, the currency is caught between high political uncertainty and the Fed-
ECB divergences in the short-term. Thus risk-reward is unattractive for now, but excessive falls
may open up opportunities. Structurally, we see little reasons to be negative on the euro. In
contrast to the political uncertainties of the past, the European peripheral countries are stronger
today. Even the Fed remains skewed to rate cuts eventually, once it gets confident on subsiding
US inflation.

To conclude, volatility is likely to continue in a phase of electoral uncertainty. However,
we do not believe that political uncertainty opens the door to Eurozone instability. French
government debt has positive points: it is one of the most liquid markets in the Eurozone. In
addition, the context also remains supportive for fixed income, with investors wanting to
lock in higher interest rates before the ECB cuts rates further.
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AMUNDI INVESTMENT INSTITUTE

In an increasingly complex and changing world, investors have expressed a critical need to understand better their
environment and the evolution of investment practices in order to define their asset allocation and help construct their
portfolios. Situated at the heart of the global investment process, the Amundi Institute's objective is to provide thought
leadership, strengthen the advice, training and daily dialogue on these subjects across all assets for all its clients —
distributors, institutions and corporates. The Amundi Institute brings together Amundi’s research, market strategy,
investment insights and asset allocation advisory activities. Its aim is to project the views and investment
recommendations of Amundi.

Discover Amundi Investment Institute

Definitions

L] Basis points (bp): One basis point is a unit of measure equal to one one-hundredth of one percentage point (0.01%)

" Bond ratings: If the ratings provided by Moody’s and S&P for a security differ, the higher of the two ratings is used. Bond ratings are
ordered highest to lowest in a portfolio. Based on S&P measures: AAA (highest possible rating) through BBB are considered investment
grade; BB or lower ratings are considered non-investment grade. Cash equivalents and some bonds may not be rated

" Bunds: German government bonds

] Public deficit/fiscal deficit: Excess of government expenditure, over its income.

= Volatility: A statistical measure of the dispersion of returns for a given security or market index. Usually, the higher the volatility, the riskier
the security/market.

Important information

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy, or a
recommendation of any security or any other product or service. Any securities, products, or services referenced may not be registered for sale
with the relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or similar authority in your jurisdiction.
Any information contained in this document may only be used for your internal use, may not be reproduced or redisseminated in any form and may
not be used as a basis for or a component of any financial instruments or products or indices. Furthermore, nothing in this document is intended
to provide tax, legal, or investment advice. Unless otherwise stated, all information contained in this document is from Amundi Asset Management
S.A.S. and is as of 11 June 2024. Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is”
basis and the user of this information assumes the entire risk of any use made of this information. Historical data and analysis should not be taken
as an indication or guarantee of any future performance analysis, forecast or prediction. The views expressed regarding market and economic
trends are those of the author and not necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on market and
other conditions, and there can be no assurance that countries, markets or sectors will perform as expected. These views should not be relied
upon as investment advice, a security recommendation, or as an indication of trading for any Amundi product. Investment involves risks, including
market, political, liquidity and currency risks. Furthermore, in no event shall Amundi have any liability for any direct, indirect, special, incidental,
punitive, consequential (including, without limitation, lost profits) or any other damages due to its use.

Date of first use: 12 June 2024.

Document issued by Amundi Asset Management, “société par actions simplifiée” SAS with a capital of €1,143,615,555 - Portfolio manager
regulated by the AMF under number GP04000036 — Head office: 91-93 boulevard Pasteur — 75015 Paris — France — 437 574 452 RCS Paris —
www.amundi.com.
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