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GLOBAL ECONOMY
A more stable world growth?



GLOBAL ECONOMY

Advanced economies’ growth surprised positively,

but world growth is now fuelled by emerging economies

IMF GDP growth revisions
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GLOBAL ECONOMY

Asia now accounts for the bulk of emerging GDP growth

Contributions to world GDP growth

(%, annual average)
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GLOBAL ECONOMY

Growth and import demand have become less volatile... in emerging countries in particular

Volatility of world growth and trade
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GLOBAL ECONOMY

Trade integration has stopped increasing... but de-globalization is
a reality only for the most volatile capital flows!

Some dimensions of globalization
World trade
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60as a ratio to world industrial production)
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CHINA
Keeping a delicate balance
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UNITED STATES

Many unknowns remain
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UNITED STATES

Business investment has picked up and
household spending continues to provide a solid base for US growth

Contributions to GDP growth

(% year on year)

ISM composite & GDP

0 | o 65 ISM new orders 6
Consumption
-1 -4
60 74 - 1
) ,
13 14 15 16 17 55 - ATHA WY Bl 0 ININJ B
) GDP 4 GDP U 0
3 AV/\ 3 AV/\ 50 cop I
, /\ / \ - ) A / \ - El?ﬁhg?ge over 1Q, annual rate)|- -2
v \/ v 45 w w |
Structures 10 12 14 16

1 . A e

Equipment

Inventories

13 14 15 16 17

December 2017 | Sources: Thomson Datastream, Candriam

1

I I Exports
0

-1

Net exports

-2
13

14 15 16

17

CANDRIAM 2%

INVESTORS GROUP
A NEW YORK LIFE COMPANY 30




UNITED STATES

Surveys are well oriented

Monthly surveys and indicators

Phila Fed survey /
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UNITED STATES

Income growth will remain the main driver of consumption

Employment, hours worked, wages and household income growth
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UNITED STATES

Major fiscal issues are still pending

The debt ceiling

Congress must act to
increase — or suspend — the
debt limit. Beginning of
December, the drop-dead
date was somewhere in
2018H1.

The FY 2018 Budget
Since October 2018, federal
spending has taken place
under a Continuing
Resolution. A Budget for
FY2018 still has to be agreed
upon.

December 2017 | Sources: Thomson Datastream, Candriam
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UNITED STATES

Two projects have been approved... they now have to be reconciled !

Provision Static Individual
Eliminate the individual alternative minimum tax. -5389 Eliminate the alternative minimum tax. -$389
Consolidate the current seven tax brackets into four and phase out the -$1,522 'A;:‘c'":;}nﬂ:',';éﬁglgé'lﬂg%r_r'se%t_agsr;':eéza_g'%I"g?%':'ca'?jhg?,é'_"g S $1.912
benefit of the 12 percent bracket for high-income househaolds
Increase the standard deduction to $12,000/$18 000/%24,000. -$1,023
Increase the standard deduction ta $12,200 / $18,300 / $24,000 -$1,390 uctionto 3 e :
R Repeal personal exemptions. £1,795
Repeal personal exemptions $1.83%
. . Increase the child tax credit amount to $1,650. Initially, only the first -$459
Inerease the child tax eredit amount te $1,400. Initially, only the first $1,000 4715 £1,100 of the credit is refundable. Decrease the phase-in threshold of
is refundable. Increase the nonrefundable portion of the child tax credit the refundable portion of the credit to $2,500. Increase the phaseout
by $300 for each non-child household member, available for five years. threshold of the credit to $500,000 for married filers and $250,000
Increase the phaseout thresholds for the child tax eredit to $230,000 for for other filers. Allow the credit to be claimed for children under age
married filers and $115.000 for other filers 18. Create a 5500 nonrefundable credit for non-child dependents.
Repeal all itemized deductions except for the mortgage interest deduction $1,524 Repeal the deduction for state and local taxes paid, the deduction $1,506
(capped at $500,000 of acquisition debt on a principal residence), the for';"':fa'f;tni” h:::::g:';‘;':i‘::f‘;ﬂg::ﬁ;m:d:':‘;‘é“g?;‘:’n; tf."m.l
charitable deduction, and the deduction for state and local property taxes fhee:as ;IL Iggs deduiction a\;d mo:;'f limite En the Iéhelu'r.aiz-ln_: L
paid [capped at $10,000). increase contribution limits for the charitable deduction. Repeal the Pease limitation on itemized dedections
contributions deduction, repeal the Pease limitation on itemized deductions - Rep ’
; _ _ Modif I ath | deductions, credits, and exclusions. 42
Consolidate education tax benefits, repeal several personal tax credits, limit $167 odify or repeal ather personal deductions, credits, and exclusions $
the applicability of certain refundable tax credits, repeal or limit several Index bracket thresholds, the standard deduction amount, the 5178
exclusions, and modify rules for tax-preferred retirement accounts refundable portion of the child tax eredit, and other provisions to
chained CPI (economic effect not modeled).
Index bracket thresholds and the standard deduction amount to chained 2156
CPL. Index the refundable portion of the child credit to chalned CPl until it Individual subtotal -$462
reaches 51,400 (economic effect not madeled) Business
Individual subtotal -£330 Lower the corporate income tax rate to 20 percent, effective -$1,396
1/1/2019.
Lower the corporate tax rate to 20 percent -$1,536
Create a 17.4% deduction for pass-through business income. -$527
Create a maximum tax rate of 25 percent on qualified pass-through business -$531 Generally, income from service businesses s ineligible, but
income, accompanied by several anti-abuse rules households with less than $75,000/3150,000 in taxable income
can claim a full deduction for service business income. In the case
Limit interest deductions te 30 percent of adjusted earnings for businesses $147 of partnership and 5 corporation income, income subject to the
with over $25 million in gross receipts deduction is limited to 50 percent of the taxpayer's W-2 wages.
Allow businesses to deduct 100 percent of short-lived investments for 5 -$340 Reduce the depreciable lives of residential and nenresidential £185
years. Increase the §179 expensing amount from $500,000 to $5 million, buildings to 25 years. Allow businesses to deduct 100 percent of
and increase the phaseout threshald from $2 million te $20 million 168(Kk) property for 5 years. Increase the §179 expensing amount
from 5500_,0_00 to 51 million, and increase the phaseout threshold
Eliminate business credits, deductions, and other tax preferences and enact $488 from 52 million to $2.5 million. Limit interest deductions to 30
miscellaneous changes to business taxation percent of EBIT for businesses with over $15 million in gross receipts.
Move to a territorial tax system, accompanied by several rules to prevent %56 Eliminate business tax expenditures, etc. 5415
base erosion Maeve te a territorial tax system, aceompanied by several rules te 574
Enact a deemed repatriation of deferred foreign-source income, at rates of %223 peevent hase erasion.
5% and 12% Enact a deemed repatriation of deferred foreign-source income, at $179
t f 5% and 10%.
Business subtotal -$1,493 rates e =
Business subtotal -$1,218
Other
Other
Eliminate the estate tax -£160 : .
Double the estate and gift tax exemption. -595
TOTAL -$1,984 TOTAL $1.77
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UNITED STATES

The tax overhaul should not give much stimulus to households spending

Personal income tax reform proposal in the House bill

Personal income tax rates and brackets
(married couple filing jointly)

45
Current tax rate
40 Impacts of the Tax Cuts and Jobs Act (Updated)
3$ 35 I I
© 30 M Proposed tax rate
> —
5 2 o " on o ™
s X 3 S D L U
> 15 @ ¢
= 1 0 Kavya Sophie Soren Laura Olivia and Joe
5 James Jason and Nick and Chad and Linnea and Seth Richard and Ethan
0 ‘ ‘ ‘ ‘ ‘ ‘ Ordinary Income $30,000 $52,000 $85,000 $165,000 $325,000 $2.000,000 1800.000 $48,000
Pass-Through Income $0 $0 $0 $0 $0 $0 $0
0 100 200 300 400 500 1000 Marital Status Single Single Married Married Married Married Married Married
Earners 1 earner 1 earner 1 earner 2 earners 2 earners 1 earner 1 earner Retired
Income (000’3 $) Children No kids 2 kids 2 kids 2 kids 2 kids 2 kids 2kids  No Dependents
Tax-Deferred $2,600 $1,500 $5.500 $20,000 $37,000 $18,500 $18,500 $0
Retirement
Contributions
Share Of pass-through Share Of pass-through net Itemization Std. Ded.  Std. Ded. Std. Ded. Itemizing Itemizing Itemizing Itemizing Std. Ded.
businesses per margmal tax rate Income per margmal tax rate Current Law $4132 $5.458 $10,614 $27.815 $76,853 $764,142.30 $349,173 $2,285
AD%, 40%, Proposed $3.944 $4,563 $9,542 $26,443 $70.443 $729,024.50 $290,043 $2,266
Pro pPo sed Tax Liability Change $188 $895 $1,072 $1,373 $6,410 $35,118 $59.130 $19
200 Proposed tax rate 205 tax rate % Tax Liability Change 5% 16% 10% 5% 8% 5% 17% 1%
- - % Change in After Tax 0.73% 1.92% 1.44% 1.00% 2.58% 2.84% 92.09% 0.04%
Earnings
20% 20%
10% 10% \/
0% 10 15 25 26* 28 28* 33 35 39.6 0% 10 15 25 25° 2B 28° 33 35 39.6
Marginal tax rate Marginal tax rate
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UNITED STATES

Corporate taxes will be significantly cut...
but how this will affect business investment is unclear!

Non financial corporations profits and investment

» The House and Senate both target a
20% corporate tax rate (versus the
present 35%). Since this is the priority
of both Congress and the President, the
end result should be close to the target.

Non financial corporations financial resources and uses
(% of NFC gross value added, 7-year moving average)

20 20
» House and Senate both have included
. . 16 Borrowing minus 16
a 5-year full expensing of equipment financial investments Share buy backs
investment in their bills. 12
8
. Dividends
> Note that if the Senate proposal of ,
: After tax profits 4
postponing the corporate tax cut to Net investment
2019 were to become final, it could lead 0- T T T
59 64 69 74 79 84 89 94 99 04 09 14 59 64 69 74 79 84 89 94 99 04 09 14

to a boom of business investment in
2018... and a bust afterwards, possibly
implying a “hiccup” in activity.
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UNITED STATES

With some fiscal support, growth should be above 2.5% in 2018

Forecasts for 2018-2019

GDP growth

(%, annual rate)
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UNITED STATES

The Fed should continue to gradually tighten rates...
and long term rates should gradually move up

Federal reserve monetary policy and long term interest rates

Fed funds rate

(% ) Fed median
4
3 21 *® 2.7
2 'E§>/’;!L——— 1.9
1 \ Market
0 A_ﬁf"”f/" ‘ ‘ expectations
, Fed funds rate
-2

14 15 16 17 18 19

US 10-year interest rate forecasts (Treasuries)
Nov. 28,2017  End of 2018

(I) 2-yearinterest rate 1.8% 2.2%
(I) 3-year interest rate in 2 years 2.3% 2.8%
(Ill) 5-year interest rate in 5 years 2.6% 3.3%

10-year interest rate 2.3% 2.9%
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EURO AREA
A solid recovery...
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EURO AREA

Activity has gained momentum

Activity in the euro area

GDP level GDP growth by country GDP growth and
(2006 = 100) (% year on year, Q3 2017) economic sentiment index
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EURO AREA

Growth has been driven by domestic demand...

Domestic demand components

December 2017 | Sources: Thomson Datastream, Candriam
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EURO AREA

Emerging economies are providing the bulk of the support to euro area exports

Exports orders
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EURO AREA

The improvement in labor markets is becoming impressive

Employment and unemployment rate

Employment growth in the Euro area
(% year on year, 2016Q3 to 2017Q2)

Employment and
economic sentiment index
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EURO AREA

Growth should remain above 2% in 2018

Forecasts for 2018-2019

GDP growth
(%, annual rate)
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EURO AREA

Some wage increases could provide additional support to consumption

Slack in the labor market

December 2017 | Sources: Thomson Datastream, ECB, Euostat, Candriam
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EURO AREA

ECB’s policy has finally revived credit growth

Loans to the private sector
(% 3 months on 3 months, annual rate)
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EURO AREA

Low long term rates are having secondary effects on some housing markets

Residential property prices under / over valuation
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EURO AREA

In October, the ECB has signaled a — very cautious — shift in its policy stance

Tapering and rate hikes
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EURO AREA

Despite tapering, the upward pressure on long term rates will be moderate (1)

Net suppliers of debt securities

Net buyers of debt securities

(€ billion, moving average over 4Q, annual rate) (€ pillion, moving average over 4Q, annual rate)
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EURO AREA

Despite tapering, the upward pressure on long term rates will be moderate (lIl)

Interest rates in the euro area

Spread versus German 10-year Bund German yield curve 10-year interest rates and
(basis point) (%) expected short rates (%)
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Euro swap rates forecasts
Nov. 22, 2017 End of 2018
() 2-yearinterest rate -0.2% 0.1%
(II) 3-yearinterest rate in 2 years 0.5% 1.4%
(I S-year interest rate in 5 years 1.4% 2.3%
10-year interest rate 0.8% 1.6%
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This document is provided for information purposes only, it does not constitute an offer to buy or sell financial instruments, nor does it
represent an investment recommendation or confirm any kind of transaction, except where expressly agreed. Although Candriam selects
carefully the data and sources within this document, errors or omissions cannot be excluded a priori. Candriam cannot be held liable for any
direct or indirect losses as a result of the use of this document. The intellectual property rights of Candriam must be respected at all times,
contents of this document may not be reproduced without prior written approval.

Warning: Past performances of a given financial instrument or index or an investment service, or simulations of past performances, or
forecasts of future performances are not reliable indicators of future performances. Gross performances may be impacted by commissions,
fees and other expenses. Performances expressed in a currency other than that of the investor's country of residence are subject to
exchange rate fluctuations, with a negative or positive impact on gains. If the present document refers to a specific tax treatment, such
information depends on the individual situation of each investor and may change.

The present document does not constitute investment research as defined by Article 24, paragraph 1 of the Commission Directive
2006/73/EC. Candriam stresses that this information has not been prepared in compliance with the legal provisions promoting independent
investment research, and that it is not subject to any restriction prohibiting the execution of transactions prior to the dissemination of
investment research.

Candriam consistently recommends investors to consult via our website www.candriam.com the key investor information document, the
prospectus, and all other relevant information prior to investing in one of our funds. These documents are available either in English or in local
languages for each country where the fund’s marketing is approved.

Specific information for Swiss investors: The appointed representative and paying agent in Switzerland is RBC Investors Services Bank S.A.,
Esch-sur-Alzette, Zirich branch, Badenerstrasse 567, CH-8048 Zirich. The prospectus, the key investor information, the articles of
association or the management rules as well as the annual and semi-annual reports, each in paper form, are made available free of charge at
the representative and paying agent in Switzerland.
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