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Pivotal moment for Europe

We are at an inflection point for Europe, signalling a promising medium-term outlook
for the region, despite modest growth projections for 2025. Upcoming reforms, structural
changes, and anticipated investments are expected to foster economic activity across
Europe. The region stands at a pivotal moment, navigating a new defence paradigm and

“European markets

are eXPerlenClng 0] a fiscal push in Germany aimed at addressing the shortcomings identified in Draghi’s
report. This initiative is set to enhance productivity and innovation, thereby unlocking

remarkab/e Europe’s economic potential.

turnaround, After several years of being overshadowed by US exceptionalism, European markets have

demonstrated a remarkable turnaround, outperforming their American counterparts and
becoming increasingly attractive to foreign investors, as evidenced by the increase in

pbecoming increasingly
: - capital flows to Europe recently. The euro is emerging as a potential global alternative to
attractive to forEIgn the dollar, as pointed out recently by ECB president Lagarde “The ongoing changes create

investors and "

the opening for a “global euro moment”.

We believe this positive long-term trend for Europe could continue for two main reasons:

reC/aImlng thEIr P/Clce first, rising concerns over trade tensions and fiscal indiscipline have diminished the
” perception of US assets as the sole safe haven; second, a strengthened stability and
on the glObal map 5 willingness to reach a strategic autonomy.

The Old Continent is once again making its mark on the global map.

‘ Vincent Philippe Monica

- MORTIER D’ORGEVAL DEFEND
Group Deputy Head of Amundi
cio Group CIO Investment Institute
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Strategic autonomy ahead

Innovation

By fostering a robust ecosystem for research and
development as pointed in the Draghi report, Europe
aims to enhance its technological capabilities and
compete effectively with global leaders like the US and
China.

. 04Qr—o
= Investment in AI Research T_

= Robotics Development % :

= Collaboration with Tech Startups Ty

Security and defence

The EC's White Paper on Defence and the 'ReArm
Europe/Readiness 2030' plan represent a pivotal shift in
Europe's defence strategy, marking the most significant
undertaking since the Cold War.

= Establishing robust supply chains E B

= Promoting R&D in defence
*= Enabling countries to increase \ ]
defence spending

Decarbonisation & infrastructure

The Clean Industrial Deal (CID) aims to decarbonise
energy-intensive  industries and stimulate clean
technology production, lowering energy costs and
driving economic growth.

sl
= Affordable energy access Q8
= Accelerating electrification and
renewable energy sources ‘Aﬁk @
Investment mobilisation

Strengthen stability

Europe has reduced systemic risk from fiscal
mismanagement and imbalances, improving financial
stability despite challenges in some countries.

= Reduced systemic risk
= Improved financial stability
= Enhanced policy flexibility
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G TAE 1 MR G I R {o] catch up on productivity growth

Productivity in the Eurozone is Euro are.a.productivi'ty trend§: Europe needs to recover from the
expected to increase, supported by productivity losses since Covid

a boost in the adoption of Artificial 15
Intelligence (AI) and the

implementation of reforms to

improve competitiveness. 10
Increase in labour productivity per 5
hour worked between Q4 2019 and I3
Q4 2024 .
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Source: Amundi Investmeht Institute on Eurostatas of 31
of December 2024. Amundi Investment Institute, Bloomberg, Macrobond. Data is as of end of Q4 2024.
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Innovation: Europe to benefit from AI adoption

Top ten world economies for Al preparedness Al adoption is rising fast in Europe
AI Preparedness Index 60% 70% 80% Change vs 2023
1 Singapore
N North America
2 Denmark N
3 United States E
— Europe
4 Netherlands —
5 Estonia — :
Emerging Markets +28%
6 Finland i
7 Switzerland n Greater China @
8 New Zealand
9 Germany - Asia-Pacific @
I N
10 Sweden =
Source: Amundi Investment Institute, IMF. Data refers to 2023. Source: Amundi Investment Institute on McKinsey & Company Survey. Data is as of 2024. The
chart shows the Al use by organisations in the world in 2024 and the increase vs 2023.
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Decarbonisation: strong investments needed

Energy transition investment and GDP share in 2024, top 10 economies plus the EU-27 and rest of the

world
The Clean Industrial Deal aims to stimulate

900 7 g3 : L , - 5.0%
investment by fostering innovation and
c 800 1 % competitiveness, making decarbonisation a ,
2 700 - growth driver for industry. - 4.0%
S 600 - by @
“ 3
7; 500 - 3.0% 3
c 375 Q
@ 400 A 338 ° 339 =3
< - 2.0% 2
% 300 - ] c . c . B 5
g - o ® I
> 200 - 1.0%
= .
™~ 100
0 0.0%
China US Germany UK France India Brazil Canada Italy Japan EU-27 Restof
World
H Renewable energy H Energy storage Nuclear Cccs E Hydrogen W Electrified transport
H Clean shipping Electrified heat H Clean industry m Power grids ® GDP Share

Source: Amundi Investment Institute on BloombergNEF. EU-27 bar also includes the EU member states shown. ‘Rest of world’ is global investment excluding the EU and individual
economies in the chart. CCS refers to carbon capture and storage. Data as of January 2025. A d'

Investment Solutions

.. ______________________________________________________________________________________________________________________________________________________________________|]
7 Marketing material for the exclusive attention of professional clients and investment service providers



Infrastructure: a historical shift

8

Germany has initiated a significant
fiscal stimulus package aimed at
revitalising its economy, also focusing
on infrastructure investments. It marks
a substantial shift from Germany's
traditional fiscal restraint.

Fiscal spending, if efficiently deployed,
could provide a significant boost to
GDP growth (from 2026).

Assuming that the infrastructure fund is
fully debt-financed and allocated to
productive projects there could be
significant GDP gains for Germany and
the European Union at large.

Impact of German infrastructure spending on German and EU
GDP gains by 2035

According to the EC, because of the fund's
investments, by the end of this legislative term in
2029, Germany's GDP is expected to be
approximately 1.25% higher, and by 2035, it could
increase by 2.5%. Additionally, the GDP of the EU is
projected to rise by 0.75% by 2035, with about
one-third of this effect attributed to spillovers.

EU

Germany

Source: Amundi Investment Institute on European Commission. Assumptions are that the infrastructure fund is fully debt-
financed and allocated to productive projects, and factoring in a linear spending profile starting in the second half of 2025, the
model simulations show that compared to the baseline. Data as of 19 May 2025. A d'
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Defence: Military spending on the rise

EU Total annual military spending, based on GDP
ratio targets (2035)

1000 -
800 -

c 600

400 -

200 -

0 1 ] L] L] L] L] 1
2005 2010 2015 2020 2025 2030 2035

e NATO minimum (2%)

= Enhanced defence (5%)

e Historical
=== EC scenario (2.5%)

ReArm Europe: EU’s defence plan

€300-340 billion in additional
fiscal capacity over four years

Up to €150 billion of
EU loans to member
states for defence

Allowing member states to increase 3
Investments

defence spending without triggering the
Excessive Deficit Procedure of the Stability
and Growth Pact

N\

Up to €450-500 billion in
additional defence-related
investments

e t

R A UEL: Mobilise private

N

Mobilize private

totdlrec('fi mdor]:a funds capital by tc:ia.pl.tal t;;l/‘
owards defence- accelerating the utilising the
related investments. Savi d European
Create incentives for avings and. Investment
. . Investment Union
military spending. Bank

Source: Amundi Investment Institute, internal elaboration based on IMF and NATO data, as
of May 2025.

Source: European Commission, Statista, estimations by the European Parliament's

economic services. Data as of May 2025 Amundi

Investment Solutions

9 Marketing material for the exclusive attention of professional clients and investment service providers

Structural Themes


https://www.statista.com/chart/34051/eu-plan-to-boost-defense-spending/

Strengthen stability:

The main tools that the ECB/ NCBs
could mobilise to contain liquidity/
financial tensions:

LTRO, TLTRO, PELTRO: Long-term funding
operations; TLTROs encourage lending during stress.

ELA: Emergency liquidity support from NCBs for
banks facing acute shortages.

APP, PEPP: ECB buys assets (mainly government
bonds) to inject liquidity and support markets.

TPI: Allows ECB to purchase securities in specific
jurisdictions to ensure monetary policy transmission.
The TPI has not been activated since its introduction.
There is a conditionality for the ECB intervention.

OMT: Enables ECB to buy sovereign bonds in
secondary markets to address severe dysfunctions.
There have been no actual OMT operations executed
since its introduction. There is a conditionality for the
ECB intervention.

Collateral Framework: Accepts a wide range of
assets as collateral for lending operations.

Source: Amundi Investment Institute, ECB. Internal
elaboration. Data is as of May 2025.

Marketing material for the exclusive attention of
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tools for crisis management

Low level of systemic stress from a historical perspective

1 - Great Financial Crisis

0.9 -
N Inflation

0.8 - Euro crisis Covid  comeback
0.7 -

0.6 A
05 1 Introduction of
0.4 4 the Euro

0.3
0.2
0.1

0 L L L L L L
1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

Index

—— Euro Area Composite Systemic Stress Indicator

Source: Amundi Investment Institute, Bloomberg, ECB. The composite indicator aims to represent the level of systemic stress
in the Eurozone's financial system, and it is calculated using 15 mainly market-based financial stress measures from the
financial intermediaries sector, money markets, equity markets, bond markets and foreign exchange markets. All
components carry equal weightings. Data is as 20 of May 2025. Amundi
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Strengthen stability: strong households

Households’ net financial assets to disposable income

1200 -
1100 -
1000 -
900 -
800 -
S
700 -
600 -
500 -

400 -

300 L] L] L] L] L] L] L]
1996 2000 2004 2008 2012 2016 2020 2024

——Euro Area —Germany -——France ——Italy ——Spain

Source: Amundi Investment Institute, Macrobond. Quarterly data, and last available quarter as of Q3 2024.
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The strong financial backdrop of
households in Europe presents a
significant opportunity to support
investment needs across the
continent.

By leveraging increased savings, low
borrowing costs, and a focus on
sustainable initiatives, households
can play a crucial role in driving
economic growth and innovation.

Amundi
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Strengthen stability: improved sovereign risk

Historical average rating scores of European Government debt remains high, similar to other
peripheral countries, with strong improvement regions, and some countries could face fiscal
for Greece constraints
300 - IMF forecasts
AAA - AA
250 -
AA- BBB ST
o 200 -
[a)
] : P -,
(< - -
Below@ S 100 - s==l .
BBB _
50 - B
! : : : : : : 0 L L L L L L L L L L]
2006 2009 2012 2015 2018 2021 2024 2001 2004 2007 2010 2013 2016 2019 2022 2025 2028
Italy Spain Portugal Greece China = US Japan France
= Germany Italy = Spain
Source: Amundi Investment Institute, Bloomberg. Internal average scores are derived from Source: Amundi Investment Institute, IMF. Data as of 2024.
the ratings assigned by Moody’s, S&P, and Fitch, with the following assumptions: a) Ratings
are scored as follows: 1 for AAA, 2 for AA+, 3 for AA, continuing up to 10 for BBB-; b) A
change in the outlook (negative/positive) adjusts the score by + 0.25 and c) A credit-watch °
(insertion/removal) adjusts the score by + 0.50. Calculations for Greece began in 2018. Amundl
Monthly data as of April 2025. Investment Solutions
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Macro background

GROWTH INFLATION MONETARY POLICY

Heterogeneous and sub-par With inflation showing signs of With continued disinflationary
| | 9rowth is expected to continue potentially decelerating # | forces at play, the ECB should
without a recession, with recovery further, the Eurozone is | | be able to implement more
delayed by heightened trade experiencing confirmed % | progressive cuts, leading us to
uncertainties. ' disinflation dynamics. This , expect the deposit rate will
Growth risks are skewed to the positive trend is supported by reach 1.50% by the end of 2025.

downside, driven by challenges
such as structural issues in
Germany.

lower energy prices and the
redirection of goods originally
destined for the US now being
sent to Europe.

Source: Amundi Investment Institute, as of 20 May 2025.
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Sub-par growth and mild recovery in sight

Uneven and poor economic outlook, but recovering

2.5 -

m 2025 Hm 2026

2.0 -

YoY, %

Eurozone Germany France Italy Spain

Source: Amundi Investment Institute, IMF, Bloomberg. The chart shows reference projections based on information
available as of 13 May 2025. Assumptions on tariffs as of 13 May 2025, at face value, tariffs are 10% universal, 30% on China
(20% Fentanyl and 10% reciprocal); +25% on non USMCA compliant imports from Canada/Mexico (10% in certain energy
and related products); 25% sectoral tariffs under the section 232 (Steel and Aluminium. Auto and Auto Parts), mildly
reduced by the recent proclamations on Import Adjustment Offset.

14 Marketing material for the exclusive attention of professional clients and investment service providers

Macro background

The ongoing recovery in domestic
demand faces challenges due to
heightened trade uncertainty.

Easing monetary policy may support
growth, but credit flows and demand
remain subdued despite rate cuts.

A reduction in trade uncertainty and lower
interest rates could trigger a rebound in
consumption and investment in the latter
half of the year.
Supportive specific country themes:
France: leadership in defence.
Italy: political stability alongside a
primary surplus.
Eastern Europe: poised to benefit
from a potential ceasefire in Ukraine.
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To watch: export-oriented countries exposed to tariffs

Exports are a vital growth
engine, rising from 32% of
GDP in 2001 to 50% now*.

The US is the biggest
destination for EU exports
(greater than China).

Exported goods are

Macro background

Direct trade exposure to US and China show heterogenous vulnerabilities

14% -
12% -
10% -
8% -

6% -

% of GDP (2023)

4% -

2% -

0% -

conce ntrated in chh inery Q"" L o&oo &g&& é@@o\o@ Lo é@&ef& & 0&@@&&@% &@zbés\#b@o@ S \0@\0@
and vehicles, chemicals, K Yo S& VTS Q&%& e *\&*oeo o Qs&}\bfc}é e
A% X
and other manufactured S &
gOOdS. mmm Exports to US %GDP mmmm Exports to China % GDP ——total
*Exports of goods and services in % of GDP, source is Source: Amundi Investment Institute. Eurostat data as of 5 December 2024.
Eurostat. o
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Trade picture between EU and US
EU-US trade in goods EU-US trade in services

600 - 500 -
The trade relationship
between the transatlantic 500 400
partners is the most
significant commercial 400 300
connection globally.
_g 200
_~ 300
The EU exports more 3 100
goods to the US, while the 200
US exports more services 0
to the EU. In 2023 the 100
difference was €48 billion. -100
0 -200 -
The EU and the US are also 2021 2022 2023 2021 2022 2023
major investment partners. mEUimports mEU exports m Balance mEUimports mEU exports m Balance
| N Source: Amundi Investment Institute. European Commission. Source: Amundi Investment Institute. European Commission.
Annually data as of 2023. Annually data as of 2023.
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Resilient labour market to support consumption

Despite weak growth, unemployment rate hits Decent gains in employment and wages, along
record low with decelerating inflation
8 - Real wage growth
13 - should remain
6 - positive,
12 converging to 2.5%
4 - in 2025-26.
11 -
. I il
O 10 - 0 + [N R AN ‘ A A,llll||milllll|l . u‘iml“. lm\
- f A (] e Ly \‘“w wh
=]
]
- 8 - -4 A
o
S 7 - -6
8 B EA Negotiated Wages
6 - I EA Inflation
5 -10 - ——EA Real Wage Growth
L L L L L L L -12 J
2004 2007 2010 2013 2016 2019 2022 2025 N O = M 1IN N ©O NN S O 0 O M un
[«)) (<)) o [=] o [= - - - - - N N N
Eurozone unemployment OO 0O O ©O © O ©O O ©o O ©o o o o
- = &N &N &N &N &N &N N N N N N N
Source: Amundi Investment Institute, Bloomberg. Monthly and seasonally adjusted data, Source: Amundi Investments Institute, Macrobond as of 25 May 2025.
latest available data is as March 2025. °
Amundi
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High savings rate and credit growth at a turning point

The savings rate is high and may moderate; Private sector credit growth is picking up,
confidence is key to deploying savings although not uniformly, yet the trend is positive
25 - 10 -
20 -
5 4
15 -
L
X 10 + >0 -
o
>=
5 -
-5 -
0 T T
-5 - -10 A
2000 2003 2006 2009 2012 2015 2018 2021 2024 2010 2013 2016 2019 2022 2025
— Disposable Income (YoY%) — Euro Area, Adj |OanS, Private sector [Sa. SEATS]
Savi R % disp i —— Germany, Adj loans, Private sector [sa. SEATS]
— Savings Rate (% disp inc) ——France, Adj loans, Private sector [sa. SEATS]
— Real Disposable Income (YoY%) ——TItaly, Adj loans, Private sector [sa. SEATS]
——Spain, Adj loans, Private sector [sa. SEATS]
Source: Amundi Investments Institute, Macrobond as of 25 May 2025. Source: Amundi Investments Institute, Macrobond as of 25 May 2025.
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Easier monetary policy to benefit investments

Capex lagged in 2024 and was hit by high rates; it is expected to
remain modest but positive

6% - Investments are somewhat lagging
5% - with much of the recovery being
deferred by the still elevated cost
of capital on the one hand and

3% A uncertainty on the other.

2% o

4% -

1% -

0% - Credit growth is showing signs of
1% - improvement and lower
uncertainty on the trade front
combined with lower rates
-3% - might present a trigger for further

2022 2023 2024 2025 2026 growth.

Annual average growth rate

-2% -

B Personal Consumption B Investments

Source: Amundi Investments Institute, Macrobond as of 25 May 2025.
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Lower energy prices are a boon for Europe

In 2022, the war-related energy

shock impacted European Cheaper energy

manufacturing activity. 400 - - 140
350 -
S ' - 120
The combination of strategic 300 - A
plans from the EC and the | 100 €
positive trends in energy costs £ 250 - o
has led to lower prices and will E 200 A | g0 2
play a significant role in = 5
supporting industrial 3 150 - | 60 2
production and enhancing the 100 - 3
competitiveness of European | 40 @
industries. 50 -
' 0 T T T T 20
Lower energy prices are 2020 2021 2022 2023 2024
expected to alleviate the
financial burden on households ——Netherlands TTF Natural Gas Forward Month 1
and industries, as well as reduce Generic crude oil future in Euro (RHS)
renewed inflationary pressures.
Source: Amundi Investment Institute, Bloomberg. Data as of 29 May 2025.
Amundi
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European disinflation enables ECB to keep easing

Eurozone: contributions to inflation

Gl e

2018 2019 2020 2021 2022 2023 2024 2025

12 -

””Il ||V

a A ||||
i

mEmm Energy mmm Food, alcohol & tobacco
mm NEIG I Services
= Headline YoY% e Core YoY %

Wages are not an issue for the ECB

6 -

o L L L L
2013 2016 2019 2022 2025

- ECB Negotiated Wage Tracker

Source: Amundi Investment Institute, Bloomberg. Latest available data as of April 2025.

Source: Amundi Investment Institute, Bloomberg, European Central Bank. ECB Negotiated
Wage Tracker YOY% NSA, monthly data as of December 2024.
Amundi

Investment Solutions

21 Marketing material for the exclusive attention of professional clients and investment service providers

Macro background



Borrowing costs are supportive

Central banks' rates and forecasts

All forecasts

6 -

5 4

%

0

1 A
2020 2021 2022 2023 2024 2025

Fed ECB BoE BoJ

Macro background

Banks are still lending

20 -

10 A

YoY, %

.50 -
2002 2005 2008 2011 2014 2017 2020 2023

H Bloomberg Economics ECB Lending Survey Composite

Source: Amundi Investment Institute as of 8 May 2025. CB Forecasts are by Amundi
Investment Institute and are as of 17 April 2025. Fed: Federal Reserve, ECB: European
Central Bank, BoE: Bank of England, BoJ: Bank of Japan. For the Federal Reserve, current
rate refers to the upper bound of the target range. For the Bo), current rate refers to the
upper bound of the target range. For the ECB, current rate refers to the deposit facility.
]

Source: Amundi Investment Institute, Bloomberg, based on Bloomberg Economics Euro-Area
Bank Lending Survey Composite Index. Quarterly data as of April 2025.
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Investment Opportunities

1 ] Equities

The equity rotation towards regions
like Europe is likely to turn from
technical to structural, driven by
increased defence and
infrastructure spending.

Europe has significant exposure to
cyclical sectors, such as industrials
and consumer discretionary. Given
the expectation of lower interest
rates, we believe small-cap stocks
deserve careful consideration due
to their potential for domestic
revenue generation.

2 | Bonds

Sub-par growth and the ECB's easing
stance reinforce our positive outlook
on duration for European bonds.
Several factors contribute to the
resilience of these bonds: supportive
monetary policies, effective crisis
management, safe-haven demand,
and market confidence.

Fundamentals for corporate bonds
remain robust. Although spreads
may be tight, the attractive carry
offers a compelling entry point for
investors.

Marketing material for the exclusive attention of professional clients and investment service providers

3 I Euro currency

The euro has risen by approximately
10% in the first part of the year, and
this trend could continue, benefiting
from a potential portfolio
rebalancing and 'de-dollarisation.’

The recent strength of the euro
reflects a combination of renewed
confidence in the Eurozone and
concerns about the US economic
outlook.




Valuations are attractive across European assets Investment convictons

Valuation levels, historic percentiles since 1998

Most
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Source: Amundi Investment Institute, Bloomberg, Datastream, latest monthly data as of 29 April 2025. Apr-25 refers to 29 April 2025. EU IG, US IG, EM IG, EU HY, US HY, EM HY are ICE BofA
corporate bond indices. IG: investment grade. HY: high yield. EM Sov HC: JP Morgan EMBI Global Diversified. EU EQ, US EQ, EM EQ are MSCI indices for equity markets. All indices refer to a
specific region (EU: Europe, US: United States, EM: emerging markets. Analysis is based on spreads for bond indices and on twelve-month forward Amundi

PE ratio for equity indices. Valuation are in historic percentile since 1998. Cheapest means is in the first quartile, Most expensive is in the fourth quartile. )
Investment Solutions
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Equity: Europe compelling, US stretched

Price / earnings ratio 12m forward (over last 12 European vs US Valuations: further room to catch
years) 0 T T T
® High
24 - A Current
21.5 ®m Median
® Low
18 - 18.1
16.7
14.8
13.9
12 - 12.4
6 2016 2019 2022 2025
USA Europe Japan Pac.exJP EM  World AC O Europe’s valuation discount vs US

Source: Amundi Investment Institute, Datastream, LSEG. Data as of 21 May 2025. MSCI

Source: Amundi Investment Institute, Datastream, LSEG. S&P 500 Index and Stoxx 600
indices.

Index. Data as of 16 May 2025. MSCI indices. R
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European equities: stars are aligned for Small Caps

Favourable environment
for SMIDs, key points:

Further interest rate cuts by
ECB, boosting economic
activity and market sentiment.

Forecast strengthening of
domestic consumption in the
Euro area.

Compelling valuations in
relative and absolute terms.

Potential portfolio
diversification, as SMIDs
behave differently from large-
cap stocks throughout
economic cycles.

European equity valuation by size
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MSCI Europe Small Cap:
revenue exposure by region

4%

18%

» Americas
» Africa / Middle East

= Europe

= Asja/Pacific

Source: Amundi Investment Institute, LSEG, Datastream. Data as of 19 May
2025.
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Source: Amundi Investment Institute, Factsheet. Data

as of 9 April 2025.
(]
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Buybacks and dividends:

A combination of rising share buybacks
and generous dividend payments is

ensuring that Europe is now the most
attractive developed market region in
terms of shareholder renumeration.

Europe is now ahead of the US in terms
of the combined buyback and dividend
yields. Thus, the region is gaining a
reputation for placing its
shareholders’ interests first.

The yield gap shows scope for further
outperformance from here.

Marketing material for the exclusive attention of
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Europe is ahead

Buybacks and dividend yields across regions

9%

8%

7%

6% -

5% -

4%

3% -

2% -

1% A

0% T T T T

Investment opportunities
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Source: Amundi Investment Institute, Bloomberg and Barclays, data as of 31 December 2024.
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European bonds: attractive yields and spread convergence

Attractive sovereign bond yields Spread on 10-year government debt over Germany
O -
8 1400 - A progressive convergence
between core and
7 1200 - peripheral spreads.
6
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——Germany ——France Italy Spain ——France ——Italy ——Spain ——Portugal
Source: Amundi Investment Institute, Datastream, LSEG. Data as of 16 May 2025. MSCI ) Source: Amundi Investment Institute, Bloomberg. The index tracks the ECB Euro Area MFI
indices. loans to households annual growth rates. Monthly and seasonally adjusted data, latest
available data as of March 2025. °
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Similar carry in the US

The yields between the two aggregate
indices are similar when the US-
denominated index is hedged to euros.

Euro fixed income was cheaper versus
hedged USD fixed income from 2005 to
2007.

It became expensive from 2015 to 2021,
and then it became cheaper again when
the Federal Reserve raised interest rates
in 2022.
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nd Europe after hedging

Yield to worst is similar for a Euro based investor

6% - ——Europe
= US

4% -

3% r'

2% -

1% A

0%

5% - ——US hedged to Euros

Fixed Income Indices: Yield to Worst

1% -
2005 2010 2015

Investment opportunities

W

2025

Source: Amundi Investment Institute, Bloomberg. Data as of 26 May 2025.
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European credit is appealing for income-seeking investors

Favourable environment

Healthy environment for corporate bonds
for European corporate

bonds, key points: 3.5 1
3.0 -
The macro backdrop and S 25 -
technicals are still supportive for E
European corporate bonds, w20 4
especially the high-grade §
segment. 2 15 -
T
g 1.0 -
Although spreads are low, yields
across credit markets are 0.5 4
attractive by historical
standards. 0.0 T r : ' . i
2012 2014 2016 2018 2020 2022 2024

= US IG- American companies

Euro IG- European companies

Source: Amundi Investment Institute, Datastream. US IG and Euro IG exclude energy, utilities and basic materials. Quarterly data as

of Q4 2024. Amun di
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The euro's strength reflects renewed confidence in the region

Key points: The euro has climbed to multi-year highs d
2 n
The euro has appreciated 1.57 A " - .
0 H i e euro Is the secon
almost 10% YTD against US 1.52 foreign exchange
dollar, reflecting concerns o 147 reserve currency, with
over US economic outlook 5 1.42 282% Shirngésus
H H H H o for the
and policymaking weighing °gJ’ 137 (lowest since 1994).
on the US dollar and a 5 132
potential turning point 2 127 L
X 1.
for the European 8 122 74
economy. & 14y
a = Number of countries
2 1.12 for which Europe is the
) L = top trading partner
We remain optimistic about m 107
the euro and believe that 1.02
its strength and trend 0.97 40 %
could continue, as well as 0.92 g g g g g g g
the US dollar facing further 2011 2013 2015 2017 2019 2021 2023 2025 Share of euro as
Involicing currency
pressure. Source: Amundi Investment Institute, Bloomberg. Data as of 29 May 2025.
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Size and
1 | structure of the
markets

The value of the US stock market
surpasses that of all other markets
combined, even though the US
economy represents only around a
quarter of global GDP. This
suggests that the US has
considerably more at stake
regarding capital and trade flows.

Europe offers a credible
alternative amid its large cap
market, robust regulatory
framework and further
integration of markets.

There is a growing interest in
exploring non-dollar assets beyond
US markets, especially now that
Europe presents a viable alternative
amid its economic turning point.

The change is fuelled by concerns
regarding President Trump's tariff

threats, fluctuations in the dollar, and

worries about the US debt burden,
which are making the European
market a more appealing option
for global investors.

[4

3 Diversification
potential

Europe has the potential to offer
investors diversification in their
portfolios due to its economic
stability and robust regulatory
environment, which promotes
transparency and investor
protection.

Additionally, Europe is at the
forefront of sustainability initiatives,
making it a leader in sustainable
finance.

” B
. 'Source: Amundi Investment Institute, as of 23 May 2025.

Marketing material for the exclusive attention of professional clients and investmentservice providers




Excess US dominance signals a possible rebalancing

The US dominance of world stock market has The US economy is about a 25% of global GDP
been extreme since GFC
100 - 120 1
90 -
100
80
70 80
g 60 g
a 50 o60
w w
D 40 =)
40
30
20 20
10
0 0
1997 2001 2005 2009 2013 2017 2021 2025 1973 1978 1983 1988 1993 1998 2003 2008 2013 2018 2023
B MSCI US market Cap m MSCI All-World excluding US Markep Cap HUS GDP mRest of the world GDP
Source: Amundi Investment Institute, Bloomberg. Monthly data as of April 2025. Source: Amundi Investment Institute, Bloomberg, World Bank. World Bank US GDP in

current USD. Annually data as of 2023.
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There is room for repatriation of assets

Foreign holdings of US securities
Foreign holdings of USD 9 g

securities at all-time high. The 3000
starting point may favour a de- 2500
dollarisation wave.

This could also turn out to be a
tool to counteract the US
administration threats on trade.

UsSD, billions
- - N
o (6, o
o o o
o o o

500 o
Historically, exposure to the USD 0
mate.r!allyloweredportfollo. Ewcn oo 8T ERY YE PS8 OE RO oW
volatility. As the USD correlation S £ §§ 3 SE£ 8328 £ SS% 3 € é § $ 32 < g'g
~ 1Y -
structure changes mean- g’z—g-ggufg%zog.:gggw_gmiggé 5"‘
variance optimisation requires £ c g = @ = & X g <SS o 3 a
0 ©
gctlve fx hedges and/or 2 E 3 7 g z2*T 3
increased currency £ S8
diversification. m Equities m Long-term debt m Short-term debt
Source: Amundi Investment Institute, US Department of the Treasury. Data as of May 2025.
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Break down in USD correlation dynamics

DXY has broken its decorrelation with MSCI World DXY correlation with 10Y UST

1 -
1970 - 2024 2025
4 - 4 -
3 A 3 A
2 A 2 -
c
1 4 1 - 2
I 5
0 b T . T T 0 . T T T E
8 S | I o
-1 4 -1 4 5
(9
-2 -2 -
-3 - -3 -
4 - -4 - -0.2 -
S . 0.4
MSCI DXY MSCI DXY MSCI DXY MSCI DXY T
World World World World 02/24 04/24 06/24 08/24 10/24 12/24 02/25 04/25
—22d correlation 66d correlation
Stocks up Stocks down Feb-25 Mar-'25
Source: Amundi Investment Institute, Bloomberg. Monthly data as of April 2025. Source: Amundi Investment Institute, Bloomberg. Data as of 27 May 2025.
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Signs of rising interest in Europe Rebalancing asset allocation

Flows to Europe increased

45 -

39.2 Reconsidering Europe:
40 A Credibility is back. U-turn from
Germany on its fiscal policy to support
35 1 infrastructure and defence makes
30 - policy implementation more
believable. Banks are also in much
£ 25 - better shape now to support a Capex
o effort.
2 20 -
15 - . :
9.3 Countries, Themes and Sectors
10 -+ Germany benefits, but don't forget
South Europe and MidCaps. Focus on
37 long-term plays ,industrials, notably via
0 - . . . . the themes of re-arming and also
electrification, which are a key long-
01/25 02/25 03/25 04/25 05/25 term plays in Europe. Financigls isg
——Europe equities —US equities another one as it will be important in
facilitating the long-term investment
Source: Amundi, Bloomberg. Cumulative YTD flows on UCITS ETFs domiciled in Europe as of 20 of May 2025. p|anS.
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VET GRE NI EL L European equity is set to rise

Forecast based on
Amundi Capital
Market

US equity capitalisation Global Equity All Countries Market Cap AT
increased from 35% to 69% 100% o
in about 30 years. 90%
80%
According to our Capital 70%
Market Assumptions, US 60%
equity weight could move 50%
back closer to 60%. 40%
30%
Europe as the second- 20%
largest equity market by 10%
market capitalisation is set 0%
to benefit from this trend. &

mEurope mUSA ®EM mJapan ®Pacific ex Japan

Source: Amundi CASM Model, Bloomberg. Projections of market capitalisation by region based on Amundi Capital

Market Assumptions 2025. Amundi
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https://research-center.amundi.com/article/capital-market-assumptions-2025
https://research-center.amundi.com/article/capital-market-assumptions-2025

Expected returns: European equity stands out among DM Rebalancing asset allocation

10-year expected returns vs last year’s forecasts in local currency, excluding alpha

12% Government Bonds Credit & EM Debt Equity Real & Alternatives
(]
10.4%

10%
8%
6%
4%

2%

0%

US Bond
UK Bond
EMU Bond
US Corp. HY
US Equity
Pac. ex-Jap.
Equity
EM Equity
EM ex-China
Equity
India Equity

>
2
S
3
w
©
=
£
(9]

Japan Bond

China Bond

Euro Corp. IG

US Corp. IG

Euro Corp. HY
EM HC Debt
Europe Equity
Japan Equity
Gl .Real Estate
Gl. Private Equity
Gl. Infrastructure
Gl. Private Debt
Hedge Funds

EEEN 2025 Expected Returns —= 2024 Expected Returns

Source: Amundi CASM Model. Simulation starting date is 31 December 2024. For additional information see ‘Sources and Assumptions’ at the end of this document. The forecast returns are not
necessarily indicative of future performance, which could differ substantially. Returns are nominal and gross of fees, except private equity which is net of fees. EM HC debt, global infrastructure
and hedge funds are in USD, all other indices are in local currency. The expected returns consider the market beta and the alternative assets risk premium. The alpha return component
generated by portfolio management, strategy selection or specific value creation programs - that can be significant above all for real and alternative assets - is not considered in any form.
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The The MSCI information 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. None of the MSCI information is intended to
constitute investment advice or a recommendation to
make (or refrain from making) any kind of investment
decision and may not be relied on as such. Historical
data and analysis should not be taken as an indication
or guarantee of any future performance analysis,
forecast or prediction. The MSCI information is
provided on an “as is” basis and the user of this
information assumes the entire risk of any use made of
this information. MSCI, each of its affiliates and each
other person involved in or related to compiling,
computing or creating any MSCI information
(collectively, the “MSCI Parties”) expressly disclaims all
warranties (including, without limitation, any warranties
of originality, accuracy, completeness, timeliness, non-
infringement, merchantability and fitness for a
particular purpose) with respect to this information.
Without limiting any of the foregoing, in no event shall
any MSCI Party have any liability for any direct, indirect,
special, incidental, punitive, consequential (including,
without limitation, lost profits) or any other damages.
(www.mscibarra.com). In the European Union, this
document is only for the attention of “Professional”
investors as defined in Directive 2014/65/EU dated 15
May 2014 on markets in financial instruments (“MIFID"),
to investment services providers and any other
professional of the financial industry, and as the case
may be in each local regulations and, as far as the
offering in Switzerland is concerned, a “Qualified

Investor” within the meaning of the provisions of the
Swiss Collective Investment Schemes Act of 23 June
2006 (CISA), the Swiss Collective Investment Schemes
Ordinance of 22 November 2006 (CISO) and the
FINMA's Circular 08/8 on Public Advertising under the
Collective Investment Schemes legislation of 20
November 2008. In no event may this material be
distributed in the European Union to non “Professional”
investors as defined in the MIFID or in each local
regulation, or in Switzerland to investors who do not
comply with the definition of “qualified investors” as
defined in the applicable legislation and regulation.

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 29 May 2025. 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.
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