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Growth: Activity resistance persists
Not looking bright though

Activity resistance persists

- Forward looking indicators point to only a shallow recession if at all, implying marked upside risks to our projected
cumulative 1.0% Q4 22- Q1 23 euro area GDP contraction, likely mainly owing to mild winter temperatures, energy
efficiency gains, supply bottlenecks abating, lower energy prices. MT outlook still underpinned by weak growth.

Tightening of the Financials conditions

- However, growth is unlikely to be spectacular. Progressively tightening fiscal and further tightened monetary policy likely to
prevent growth to be above potential in line with our baseline forecasts.
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Inflation Outlook - focusing on Core

Lower inflation in 2023, pushed down by energy (5.9%); core still robust (upside risk)
Deceleration of headline inflation should continue

If wholesale energy prices remain low, base effect should grow through 2023, lowering headline inflation by c. 5p between now and
the end of 2023

Deceleration of core inflation will take time

We believe core reached a peak at around 5.2% but our forecasts remain sticky and elevated in Q1 (5.1%) and Q2 (4.5%).

Resilient demand and generous fiscal support are creating higher risk for endogenous inflation (inflation generated by higher
wages/constant level of margins), which could complicate ECB policy

Our 2024 inflation forecast would remain above 2% in 2024 (2.8%)
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Corporates
Q3’2022: still sound credit metrics

* Q3’22 preliminary estimate shows that credit metrics improved for non-financial Investment-Grade issuers thanks to lower gross
debt, positive revenues growth and still positive Ebitda growth. As such, gross leverage was down by 0.1x to 2.45x, while net
leverage was almost flat as companies continued to use their cash (capex notably).

* By ratings, gross leverage declined by a similar margin for both single-A and BBB-rated issuers, but net leverage was higher in 3Q for
high quality issuers and lower for BBBs.

* Interest coverage ratio was ticked slightly down but remained at high levels (>16x)

Net debt to Ebitda ratio has ticked down modestly Median coverage ratio down but still at elevated levels

34

w— (Grossleverage s [t |2verage 17x
16x
29
15x 4
24 14y
13x 4
19 12y 4
11x -
14 10x 4
Ox
v Bx
R I I T T
o o o o o g g o o 7x . . . . . .

Jan'02  Jan'0& Jan'08 Jan'i1  Jan™4  Jan "7 Jan 20

Source: BofA Merrill Lynch US Research, JP Morgan Euro Credit,, November 2022

Investment
3 A | Managers




Corporates
Q3’2022: still sound credit metrics

* The uncertainty about energy prices and the associated economic uncertainty will have prompted may companies to keep running
their expenditures below their operating cash flows.

* Assuming unchanged total debt, a 10% shock to in-place last 12M EBITDA suggested that median IG gross leverage could rise by 0.2x
(0.5x for HY). The starting point for other key metrics such as interest coverage ratios and cash to debt compares favorably versus
long-run averages

Companies are still spending less Leverage is expected to increase next year but modestly
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Banks
Above-consensus Q3’22 results

« Q3’22 results were overwhelmingly above consensus thanks to higher revenues and lower impairments than expected, with pre-tax
profit often defying expectation. Net Interest Income grew at an accelerating pace at banks with exposures to Central Eastern Europe
(CEE), Latin America, the UK and Norway, while positive impact from rising euro rates started to emerge at Italian/Spanish banks.
Furthermore, overall NIl outlook is strong/strengthening. Banks are also focused on cost optimization to cope with inflationary pressure.

* Qver the last decade, European banks have been focused on improving balance sheets and solvency levels. Indeed, CET1 ratio was solid
at ~15% as September 2022, but we believe a plateau is reached in terms of capitalisation. Capital ratios are hence expected to weaken,
due to cash return to shareholders, but from a strong level.

European Banks — Average CET1 Ratio Return On Equity of Major European Banks
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Banks
Above-consensus Q3’22 resul

ts

. Asset quality showed no sign of deterioration yet and banks conveyed a surprisingly confident outlook, while acknowledging

uncertain as much as challenging times ahead. Cost of risk has increased vs. 2021 but still modest from an absolute level.

. Non-performing loans continued to decelerate benefiting from LLP reversals post Covid.

European Banks — Cost of Risk slightly higher
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Investment-Grade Euro Credit Market valuation

° The tide of central bank liquidity that supported the asset class through a significant portion of the past decade is over. With the move
from ultra-low interest rate to a more “normal” rate levels, credit premium has moved markedly year-to-date.

. This had led to a repricing of the credit asset class offering a good opportunity from a historical perspective.

Euro Investment Grade Market in Spread(OAS) Euro Investment Grade Market in Yield (%)
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Go Euro !

Credit Valuations

Euro credit IG has underperformed the US credit IG

European HY has perfectly followed the move on the IG this year.

Euro IG vs Euro HY
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Investment-Grade Euro Credit Market valuation

Focus on the Short-Term part of the curve

° The tide of central bank liquidity that supported the asset class through a significant portion of the past decade is over. With the move
from ultra-low interest rate to a more “normal” rate levels, credit premium has moved markedly year-to-date.

. This had led to a repricing of the credit asset class offering a good opportunity from a historical perspective.

Euro IG 1-3 Year in Yield Euro HY 1-3 Year in Yield
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Investment-Grade Euro Credit Market valuation

° The tide of central bank liquidity that supported the asset class through a significant portion of the past decade is over. With the move

|II

from ultra-low interest rate to a more “normal” rate levels, credit premium has moved markedly year-to-date.

. This had led to a repricing of the credit asset class offering a good opportunity from a historical perspective. By sector, Real Estate and
Subordinated debt were the main underperformers while defensive sectors held well.

Real Estate Overshoot Euro Investment Grade by Sector (OAS variation YTD)
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Strong consensus on Banks

° In 2022, the banking sector was the second underperformer after the Real Estate whilst it exhibited from good fundamentals, notably

on the back of the new rates environment and well controlled cost of risk.

. The sector was particularly impacted by the supply, which was massive in 2022, notably on the MREL eligible capital, leading to an above
average differential of premium compared with the rest of the market. This has led to a massive repositioning of the investors, which

looks very consensual.

Senior Banks positionning
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Technicals
Demand should be supported by yield buyers

* Between 2002 and 2010, bonds yielded, on average, 1.6% more than equity. Between 2010 and 2021, equity yielded, on average,
1.7% more than bonds. Now the yield advantage has moved back to bonds, and even with the recent spread rally and yield decline,
Euro IG still yields 35bp more than stocks.

* Thanks to the rise in yield which has cut the net present value of liabilities, the excess assets of the whole European pension fund
industry are at their highest level since 2008.

Credit Yield vs Dividend Yield Excess assets for pension funds ALM
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Not for Retail distribution: This marketing communication is intended exclusively for Professional, Institutional or Wholesale Clients / Investors only, as defined by applicable local laws and regulation. Circulation
must be restricted accordingly.

This marketing communication does not constitute on the part of AXA Investment Managers a solicitation or investment, legal or tax advice. This material does not contain sufficient information to support an
investment decision.

It has been established on the basis of data, projections, forecasts, anticipations and hypothesis which are subjective. Its analysis and conclusions are the expression of an opinion, based on available data at a
specific date.

All information in this document is established on data made public by official providers of economic and market statistics. AXA Investment Managers disclaims any and all liability relating to a decision based on
or for reliance on this document. All exhibits included in this document, unless stated otherwise, are as of the publication date of this document.

Furthermore, due to the subjective nature of these opinions and analysis, these data, projections, forecasts, anticipations, hypothesis, etc. are not necessary used or followed by AXA IM’s portfolio management
teams or its affiliates, who may act based on their own opinions. Any reproduction of this information, in whole or in part is, unless otherwise authorised by AXA IM, prohibited.

Before making an investment, investors should read the relevant Prospectus and the Key Investor Information Document / scheme documents, which provide full product details including investment charges
and risks. The information contained herein is not a substitute for those documents or for professional external advice.

The products or strategies discussed in this document may not be registered nor available in your jurisdiction. Please check the countries of registration with the asset manager, or on the web site
https://www.axa-im.com/en/registration-map, where a fund registration map is available. In particular units of the funds may not be offered, sold or delivered to U.S. Persons within the meaning of Regulation
S of the U.S. Securities Act of 1933. The tax treatment relating to the holding, acquisition or disposal of shares or units in the fund depends on each investor’s tax status or treatment and may be subject to
change. Any potential investor is strongly encouraged to seek advice from its own tax advisors.

For more information on sustainability-related aspects please visit https://www.axa-im.com/what-is-sfdr

For investors located in the European Union: please note that the management company reserves the right, at any time, to no longer market the product(s) mentioned in this communication in the European
Union by filing a notification to its supervision authority, in accordance with European passport rules.

In the event of dissatisfaction with AXA Investment Managers products or services, you have the right to make a complaint, either with the marketer or directly with the management company (more
information on AXA IM complaints policy is available in English: https://www.axa-im.com/important-information/comments-and-complaints ). If you reside in one of the European Union countries, you also
have the right to take legal or extra-judicial action at any time. The European online dispute resolution platform allows you to submit a complaint form (available at:
https://ec.europa.eu/consumers/odr/main/index.cfm?event=main.home.chooselanguage) and provides you with information on available means of redress (available at:
https://ec.europa.eu/consumers/odr/main/?event=main.adr.show2).

Summary of investor rights in English is available on AXA IM website https://www.axa-im.com/important-information/summary-investor-rights. Translations into other languages are available on local AXA IM
entities’ websites. Past performance is not a guide to current or future performance, and any performance or return data displayed does not take into account commissions and costs incurred when issuing or
redeeming units. References to league tables and awards are not an indicator of future performance or places in league tables or awards and should not be construed as an endorsement of any AXA IM
company or their products or services. Please refer to the websites of the sponsors/issuers for information regarding the criteria on which the awards/ratings are based. The value of investments, and the
income from them, can fall as well as rise and investors may not get back the amount originally invested. Exchange-rate fluctuations may also affect the value of their investment. Due to this and the initial
charge that is usually made, an investment is not usually suitable as a short term holding.

The mentioned funds are sub-funds of AXA World Funds. AXA WORLD FUNDS ‘s registered office is 49, avenue J.F Kennedy L-1885 Luxembourg. The Company is registered under the number B. 63.116 at the
“Registre de Commerce et des Sociétés” The Company is a Luxembourg SICAV UCITS IV approved by the CSSF and managed by AXA Funds Management, a société anonyme organized under the laws of
Luxembourg with the Luxembourg Register Number B 32 223RC, and whose registered office is located at 49, Avenue J.F. Kennedy L-1885 Luxembourg.

Issued by AXA INVESTMENT MANAGERS PARIS, a company incorporated under the laws of France, having its registered office located at Tour Majunga, 6 place de la Pyramide, 92800 Puteaux, registered with the
Nanterre Trade and Companies Register under number 353 534 506, and a Portfolio Management Company, holder of AMF approval no. GP 92-08, issued on 7 April 1992. In other jurisdictions, this document is
issued by AXA Investment Managers SA’s affiliates in those countries.
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