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Introduction

Minimum Variance and Low Volatility investment solutions (together “Low Volatility” in the rest of the document) have become very popular over the last few
years. Many traditional active asset managers and ETF providers now offer some kind of Low Volatility strategies, applied to single country, regional or global

equity markets.

One may reasonably argue that the recent flows into the Low Volatility strategies might affect their future performance because of the flow pressure on the prices of
the companies that generally are selected by this investment approach. More recently, some market participants have even referred to Low Volatility investing as “a
bubble”.

We look at four objective measures of “expensiveness” to detect whether Low Volatility strategies applied to Developed Markets are overcrowded:

(1) Fund flows: one would expect large funds chasing the same stocks to have a significant market impact on those stocks. We present estimates of
the global AUMSs in Low Volatility funds/ETFs/mandates and compare them to the market cap of various investment universes

(ii) Fundamental valuation: a traditional measure of the “cheapness/expensiveness” of a specific stock or index is the Price to Earnings ratio. We
look at the historical and current P/E of various Low Volatility indices compared to their market cap weighted benchmarks to see if Low Volatility
indices appear excessively expensive by historical standards. We also look at other fundamental metrics that are relevant to Low Volatility
portfolios.

(iii) Relative performance: if Low Volatility strategies are supposedly in a “bubble” mode, they must have been strongly outperforming market cap
weighted indices in the recent period. We look at the recent performance of Low Volatility indices and try to assess if their recent behaviour looks
abnormal from a historical perspective

(iv) Quantitative approach: when investors trade stocks with similar characteristics (low volatility in this case) one would expect their cross-
correlations to increase relative to the correlations of the overall market. We use a quantitative measure proposed by Deutsche Bank to detect
whether low volatility stocks show any signs of herding.

1- A fund flows approach

®  Current AUMs in Low Volatility mutual funds & ETFs stand at $62bn globally'. This estimation does not include mandates for which information is not
publicly available. An estimate would be to assume the same AUMs for mandates on low volatility strategies, hence a total estimate of $124bn. >

®  The current free float market capitalization of the MSCI World (Developed) Markets is $33.045trn’
®  Low Volatility AUMs therefore represent around 0.37% of the global market capitalization of Developed equity markets

®  One might argue that what matters is not the share of the global markets being owned by Low Volatility managers but rather the share of low volatility
stocks capitalization owned by the same managers. Below are the total market caps in USD of some Low Volatility indices (as of Nov 30" 2015). We
present scenarios in which Low Volatility managers follow the same index and own a certain % of the market cap of each index. For example, if the
AUMs levels for the products tracking the Ossiam US Minimum Variance Index reached $107bn, they would collectively own 2% of the market
capitalization of the constituents of this index*. We are currently very far from this level of AUMs, and definitely far from the 12% capitalization share
of standard index funds tracking the S&P 500°.

! As of Nov 30" 2015. Source Bloomberg, calculation by Ossiam

’ A recent estimate 0f 110.34bn$ was recently provided by eVestment LLC

? As of Oct 30" 2015. Source MSCI

* Note that this number does not take into account any overlap between portfolios of different Minimum Variance strategies (e.g., the same US stocks can be included both in the US
and the World Developed Low volatility strategies)

’ Current S&P 500 index assets stand at $2.15 trn, that is 10.7% of the total market capitalization of the index (source S&P, as of Dec 31" 2014)
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Index Market Cap (in $bn) 1% Mkt Cap 2% Mkt Cap 5% Mkt Cap 12% Mkt Cap
Ossiam US Minimum Variance Index NR
Ossiam World Minimum Variance Index NR
Ossiam Emerging Markets Minimum Variance
iStoxx Europe Minimum Variance Index NR

Ossiam Emerging Markets Minimum Variance Index NR

Total (in $bn)
Source: Bloomberg / Calculations by Ossiam / Data as of Nov 30" 2015

2- A fundamental valuation approach

®  An extensive analysis of fundamental biases of Minimum Variance portfolios was presented in the Ossiam Research Paper Fundamental profile of the

Ossiam Minimum Variance indices (2013). Here we recall the main findings of the paper

®  According to this study, in terms of Price to Earnings (P/E), Low Volatility indices often trade at a slight premium to the market (around 1 point of P/E)
as investors usually value the stocks with the ability to deliver strong and recurring cash flows. After a phase of strong growth in earnings, those

companies have usually gone through a phase of multiple expansions, rewarding their accession to the status of successful company

®  Asis shown in the full study, the disconnections between the valuations of Low Volatility indices and their Benchmarks (6 to 10 points of P/E ratio)
coincide with periods of extreme stress in the market (March 2009 for example).

®  Current values of the fundamental indicators (as of Nov 30" 2015) confirm the findings of the study: stocks in Low Volatility portfolios on are

concentrated on less indebted and more profitable companies than their market cap weighted Benchmarks, which explains why they trade at a premium

to the market portfolio. However, the current levels of P/E and Price to Book (P/B) do not imply over-valuation relative to historical standards

mu

iStoxx Europe Minimum Stoxx 600 Index

" S&P 500 Index NR . ) N +f-
lex NR Indicator Variance index NR NR

Dividend Yield Dividend Yield 3.1% 3.3% -0.2%
BEst Price to Earnings (P/E) Ratio Forward 12M 16.7 0.3 BEst Price to Earnings (P/E) Ratio Forward 12M 17.2 16.5 01
Price to Book Ratio P'B 26 -0.5 Price to Book Ratio PB 18 18 0.1
Total Debt to Comman Equity 151% 118% 0.5% Total Debt to Common Equity 94% 137% 0.0%
Total Debt to Total Assets 31% 27% -0.5% Total Debt to Total Assets 22% 25% 0.1%
Return on Assets 6.9% 74% -1.7% Return on Assets 6.4% 6.3% -2.2%
Return on Common Equity 22.0% 22.9% 0.4% Return on Common Eguity 19.9% 19.3% -1.6%

}ssiam World Ossiam Emerging ~ MSCI Emerging
- MSCI World Index e
imum Variance R + Markets Minimum Markets Index
idex NR Indicator Variance index NR NR

Dividend Yield 3.0% 2.5% 0.5% Dividend Yield 3.1% 2.9% 0.2%
BEst Price to Earnings (P/E) Ratio Forward 12M 17.6 16.5 0.1 BEst Price to Earnings (P/E) Ratio Forward 12M 14.8 12.7 03
Price to Book Ratio P'B 22 21 0.0 Price to Book Ratio PB 15 13 0.1
Total Debt to Comman Equity 122.9% 125.6% 0.2% Total Debt to Common Equity 84.5% 102.7% 0.3%
Total Debt to Total Assets 28.8% 26.2% -0.7% Total Debt to Total Assets 21.3% 21.3% 0.9%
Return on Assets 5.7% 6.4% -1.8% Return on Assets 7.9% 7.0% -1.0%
Return on Common Equity 16.9% 19.4% 2.0% Return on Common Eguity 22.3% 17.0% -1.6%

Source: Bloomberg, as of Nov 30" 2015

A relative performance approach

Ratio of Minimum Variance indices over Market Cap Weighted Benchmarks

210.00

®  The chart presented on the side shows the ratio historical

. L . . —Us ——Europe
values of Low Volatility indices over their respective 19000
Benchmarks  since  2001. Periods of  strong —World — Emerging
overperformance were observed on two occasions oo
(February 2003 & March 2009, corresponding to the
bottoms of bear markets)
150.00

®  Low Volatility strategy applied to Developed Markets
have been performing in line with their Benchmarks since 13000 <
March 2011 (but with less volatility)

110.00

90.00
31/12/2001 31/12/2003 31/12/2005 31/12/2007 31/12/2009 31/12/2011 31/12/2013

Source: Bloomberg / Calculations by Ossiam
Period 31 Dec 2001 — 30 Nov 2015
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4- A quantitative approach

(] In a recent studys, Deutsche Bank Quantitative Team applied a proprietary metric to assess the crowdedness of Low Volatility strategies. The metric is
based on pair-wise stock correlations, as when investors trade a group of stocks as a basket (e.g. a basket of low volatility equities), these stocks should
show higher co-movements (correlation) compared to the market average, especially during market downturns. We construct a similar indicator to detect

whether low volatility stocks are subject to herding ’

®  We consider the S&P 500 universe over the period March 1992 to May 2015. Each quarter, we build 10 portfolios corresponding to volatility Deciles
(Decile #1 contains the 50 stocks with the lowest volatilities). We then measure the average pairwise correlation within each Decile during market
downturns (i.e. conditional on market losses higher than the 95% Value-at-Risk of the S&P500)

®  For sake of clarity, we focus here on two low volatility portfolios (Deciles 1 and 2), two mid volatility portfolios (Deciles 5 and 6) and two high
volatility portfolios (Deciles 9 and 10) and present the data in a Whisker Box format (showing the max, min, first quartile, third quartile, median and
current value):

045 1 Conditional Pairwise Correlation per Volatility Decile
040 -
035 -
030
025
020
0.15 -
0.10 -

0.05 -

Decile 1 Decile 2 Decile 5 Decile 6 Decile 9 Decile 10
¢ Current Value
Source: S&P/Datastream. Calculations by Ossiam
Period March 1992 — May 2015

®  Based on the median value of pairwise correlations, Low Volatility stocks (Decile 1) are showing the highest correlations among the volatility Deciles.
However, since the measure is not adjusted for fundamental biases such as sector concentration, it is not possible to directly conclude that the high
correlation is a result of money flows in that Decile. This high correlation might come as well from the fact that this Decile is concentrated in just a few
defensive sectors, such as Utilities®

Most Deciles are currently in line or below their median values, with the exception of Decile 9. Historically, spikes in correlations have coincided with
major events in global makets (1998 Asian crisis, 1998 Lehman default, 2011/2012 Euro crisis)

The current pairwise correlation of Decile 1 is largely below its median. Indeed, the current value is lower than the level of the first quartile (25%),

which does hint at any herding behaviour on Low Volatility stocks

Conclusion

In this paper, we looked at different objective measures of “expensiveness” or “crowdedness” of Low Volatility strategies applied to Developed Markets, ranging
from fundamental considerations to quantitative criteria. For each criteria, there was no convincing evidence of abnormal or “bubble” behaviour of Low Volatility
strategies and stocks in the recent period. Despite the recent interest to this investment style, the amount invested in this sector is small compared to the market
capitalization of the low-risk stocks. These strategies do not exhibit bubble-like outperformance with respect to the market. From a fundamental point of view, the
low-risk stock appear somewhat expensive, but the historical analysis reveals that this expensiveness was not generated just recently but is rather a manifestation of
a premium that less indebted and more profitable companies benefit from. And finally, a correlation analysis shows that while the stocks with the lowest volatility

are on average more correlated than the rest of the universe, the current level of pairwise correlations for this group of stocks is largely below its historical average.

Since pure Low Volatility strategies do not rely on market capitalization, rebalance regularly and use sector constraints, they are actually less prone to bubbles that

traditional market cap weighted indices.

® Seeking Return in Low Volatility, DB SYNDEX Portfolio Strategy, May 2013

" Note that the relationship between this indicator and future performance is far from obvious. For example, Low Volatility stocks were showing the highest correlation in March
2007, before the market downturn and subsequently overperformed the market by a significant margin. Analysts at DB also noted that High Dividend strategies have been showing
signs of overcrowding almost continuously in the last 10 years but this did not prevent them to be one of the best investment strategy over the same period

¥ For more details on the sector concentration of low volatility portfolios, see for example section 4.5 of “Interest rate exposure for low volatility portfolios”, Ossiam Research team,
April 24" 2015
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DISCLAIMER

This document is of a commercial and not of a regulatory nature.

Ossiam, a subsidiary of Natixis Global Asset Management, is a French asset manager authorized by the Autorité des Marchés Financiers (Agreement No. GP-
10000016). Although information contained herein is from sources believed to be reliable, Ossiam makes no representation or warranty regarding the accuracy of
any information of which it is not the source. The information presented in this document is based on market data at a given moment and may change from time to

time.

This material has been prepared solely for informational purposes only and it is not intended to be and should not be considered as an offer, or a solicitation of an
offer, or an invitation or a personal recommendation to buy or sell participating shares in any Ossiam Fund, or any security or financial instrument, or to participate
in any investment strategy, directly or indirectly.

It is intended for use only by those recipients to whom it is made directly available by Ossiam. Ossiam will not treat recipients of this material as its clients by virtue
of their receiving this material.

This material reflects the views and opinions of the individual authors at this date and in no way the official position or advices of any kind of these authors or of
Ossiam and thus does not engage the responsibility of Ossiam nor of any of its officers or employees. All performance information set forth herein is based on
historical data and, in some cases, hypothetical data, and may reflect certain assumptions with respect to fees, expenses, taxes, capital charges, allocations and other
factors that affect the computation of the returns.

Past performance is not necessarily a guide to future performance. Any opinions expressed herein are statements of our judgment on this date and are subject to
change without notice. Ossiam assume no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from, an investment in any

security or financial instrument described herein or in any other security, or from the implementation of any investment strategy.

This information contained herein is not intended for distribution to, or use by, any person or entity in any country or jurisdiction where to do so would be contrary

to law or regulation or which would subject Ossiam to any registration requirements in these jurisdictions.

This material may not be distributed, published, or reproduced, in whole or in part.

“Ossiam US Minimum Variance Index NR, Ossiam Emerging Markets Minimum Variance Index NR and Ossiam World Minimum Variance Index NR (the
Indices) are the exclusive property of Ossiam, which has contracted with Standard & Poor’s Financial Services LLC (“S&P”) to maintain and calculate the Indices.
Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC “Calculated by S&P Custom Indices” and its related
stylized mark(s) are service marks of Standard & Poor’s Financial Services LLC and have been licensed for use by Ossiam. S&P and its affiliates shall have no
liability for any errors or omissions in calculating the Index .”

“The STOXX® Indices and the data composed therein (the “Index Data”) are the intellectual property (including registered trademarks) of STOXX Limited,
Zurich, Switzerland (“STOXX”) and/or its licensors (the “STOXX Licensors”). The use of the Index Data requires a license from STOXX. STOXX and the
STOXX Licensors do not make any warranties or representations, express or implied with respect to the timeliness, sequency, accuracy, completness, currentness,
merchantability, quality or fitness for any particular purpose of the Index Data. In particular, the inclusion of a company in a STOXX® Index does not in any way
reflect an opinion of STOXX or the STOXX Licensors on the merits of that company. STOXX and the STOXX Licensors are not providing investment, tax or other
professional advice through the publication of the STOXX® Indices or in connection therewith.” STOXX and its licensors have no relationship to Ossiam, other
than the licensing of the iSTOXX ® Europe Minimum Variance, STOXX ® Europe 600 Equal Weight and EURO STOXX ® 50 Equal Weight indices and the
related trademarks for use in connection with OSSIAM ETF indexed to the indices (hereafter the Products). STOXX and its Licensors do not:

- Sponsor, endorse, sell or promote the Products.

- Recommend that any person invest in the Products or any other securities.

- Have any responsibility or liability for or make any decisions about the timing, amount or pricing of Products.

- Have any responsibility or liability for the administration, management or marketing of the Products.

Consider the needs of the Products or the owners of the Products in determining, composing or calculating the above mentioned indices or have any obligation to do
s0.

STOXX and its Licensors will not have any liability in connection with the Products. Specifically, STOXX and its Licensors do not make any warranty, express or
implied and disclaim any and all warranty about:

- The results to be obtained by the Products, the owner of the Products or any other person in connection with the use of the above mentioned indices and the data
included in the above mentioned indices;

- The accuracy or completeness of the above mentioned indices and its data;

- The merchantability and the fitness for a particular purpose or use of the above mentioned indices and its data;

- STOXX and its Licensors will have no liability for any errors, omissions or interruptions in the above mentioned indices or its data;

- Under no circumstances will STOXX or its Licensors be liable for any lost profits or indirect, punitive, special or consequential damages or losses, even if
STOXX or its Licensors knows that they might occur.

The licensing agreement between Ossiam and STOXX is solely for their benefit and not for the benefit of the owners of the Products or any other third parties.

Although Natixis Global Asset Management believes the information provided in this material to be reliable, it does not guarantee the accuracy, adequacy, or

completeness of such information.
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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 services. 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.

This material may not be distributed, published, or reproduced, in whole or in part.

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.

In the E.U. (outside of the UK) This material is provided by NGAM S.A. or one of its branch offices listed below. NGAM 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 NGAM S.A.: 51, avenue J.F. Kennedy, L-1855 Luxembourg, Grand Duchy of Luxembourg. France: NGAM Distribution (n.509 471 173 RCS
Paris). Registered office: 21 quai d'Austerlitz, 75013 Paris. Italy: NGAM 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: NGAM S.A., Zweigniederlassung Deutschland (Registration number: HRB
88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: NGAM, Nederlands filiaal
(Registration number 50774670). Registered office: World Trade Center Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12, 1077 XX Amsterdam, the
Netherlands. Sweden: Natixis NGAM, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: Kungsgatan
48 5tr, Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en Espafia. Registered office: Torre Colon II - Plaza Colon, 2 - 28046 Madrid, Spain.

In Switzerland This material is provided to Qualified Investors by NGAM, Switzerland Sarl. Registered office: Rue du Vieux College 10, 1204 Geneva,

Switzerland.

In the U.K. This material is provided by NGAM UK Limited which is authorised and regulated by the UK Financial Services Authority (register no. 190258).
Registered Office: NGAM UK Limited, Cannon Bridge House, 25 Dowgate Hill, London, EC4R 2YA.

In the DIFC This material is provided in and from the Dubai International Financial Center (DIFC) by NGAM Middle East, a branch of NGAM UK Limited,
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 as defined by the DFSA. Registered office: Office 603 - Level 6, Currency
House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates.

The above referenced entities are business development units of Natixis Global Asset Management, the holding company of a diverse line-up of specialised
investment management and distribution entities worldwide. The investment management subsidiaries of Natixis Global Asset Management 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.

Although Natixis Global Asset Management believes the information provided in this material to be reliable, it does not guarantee the accuracy, adequacy, or
completeness of such information.

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 services. 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.

This material may not be distributed, published, or reproduced, in whole or in part.
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