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Major Central Banks Poised to Cut Interest

Rates, Anticipate Unconventional Easing Cycle
e The ECB is easing its policy before the Fed
e Stocks indices rose to new highs and credit spreads tightened
e Portfolios remain overweight global equities

What’s happening?

The global economy is softening with persistent inflation, prompting central banks to signal a more cautious
approach to policy easing. In the US, household consumption is expected to slow due to a combination of slower
real employment income growth, increased tax payments, and a rising saving rate. This should lead to economic
growth decelerating to a below-trend pace, consistent with a soft landing. Recent inflation data showed a
decrease in headline inflation and signs of significant easing in services inflation. Consequently, GDP growth is
projected to slow from +2.4% in 2024 to +1.6% in 2025.

In the Eurozone, economic growth exceeded expectations in Q1, though the construction boosts in Germany and
Italy are unlikely to be sustained, suggesting a slower pace for the remainder of the year. Inflation fell to 2.4%,
but services disinflation was disappointing. Despite subdued growth, the GDP forecast has been raised to +0.6%
in 2024, improving to +1.1% in 2025.

China's GDP growth was stronger than expected in the first quarter, but April's data was mixed. Industrial output
continued to rise, driven by state-owned enterprise investment, while consumer spending weakened. House
prices fell further, prompting authorities to introduce additional support measures. GDP growth is maintained at
+5.0% for 2024 but is expected to slow to +4.2% in 2025.

Emerging markets experienced a better start to the year, particularly in Central and Eastern Europe, where growth
had been slower, and in Asia, where growth rates converged. Policy easing in Latin America has slowed but
continues, and it is expected to begin later in the year across most of emerging Asia, coinciding with key upcoming
elections.

Central banks are adopting a more cautious stance in starting or continuing their pace of easing. The US Federal
Reserve is anticipated to initiate rate cuts in September, with expectations reduced to only two cuts this year. The
European Central Bank is still likely to begin easing in June, with a total of three cuts expected this year. The Bank
of England is projected to postpone its initial cut until August, followed by another in November, while the Bank
of Japan is expected to make modest adjustments.
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Positioning & Performance:

GLOBAL OPTIMAL STRATEGY OPTIMAL STRATEGY DEFENSIVE OPTIMAL STRATEGY
Dec-23 Apr-24 May-24 Dec-23 Apr-24 May-24 Dec-23 Apr-24
Net Equity 65,5% 81,8% E 54,1% 73,1% 75,4% 34,4% 32,4%
Equities 63,0% 82,7% 86,7% 60,0% 74,0% 76,2% 33,7% 39,3% 40,3%
Equities derivatives 8,6% 6,4% 9,0% -0,8% 0,3% 2,2% 0,7% -6,9% -5,9%
Risk Mitigation Strategies -6,1% -7,3% -5,1% 0,0% 0,0% 0,0%
Fixed Income 21,3% 7,9% 5,3% 33,5% 20,4% 19,3% 28,5% 55,4% 55,2%
Govies 1,0% 0,0% 0,0% 1,0% 0,0% 0,0% 0,0% 0,0% 0,0%
Bond Derivatives 81% 38,5% 44,2% 9,4% 29,0% 31,8% 17,5% 39,9% 42,9%
High Yield Credit 1,2% 1,5% 1,0% 3,4% 3,6% 3,7% 10,5% 15,8% 15,9%
Investment Grade 17,3% 6,2% 4,1% 26,5% 16,6% 15,4% 17,9% 39,6% 39,3%
Emerging Debt 1,8% 0,3% 0,3% 2,6% 0,2% 0,2% 0,0% 0,0% 0,0%
Diversification 3,4% 1,5% 1,5% 1,5% 0,9% 0,8% 5,6% 2,7%
Cash & Money Market 9,8% 8,8% 2,6% 10,7% 5,6% 4,4% 31,6% 9,6%

Our portfolios continue to be overweight global equities. While we still favour the long-term growth potential of
the technology sector, we also recognize opportunities in areas offering more cyclical potential. European trades
offer lower valuations compared to the US market, and we are particularly interested in the banking sector, which
presents solid earnings and generous shareholder returns in the form of high dividend yields and substantial stock
buyback programs.

We also maintain exposure to duration through Eurozone sovereign debt, while we patiently await opportunities
to expand into US duration, currently favouring the front-end of the curve (2-year).

Our stance on commodities remains neutral. Copper and industrial metals have exhibited signs of exuberance
recently, with a surge in prices driven by a recovery in manufacturing activity in China and announcements of
concrete measures to address the ongoing property crisis there. Gold reached new historic highs following its
brief and shallow consolidation, and oil prices settled back towards the middle of the expected trading range ($75-
$90 for Brent). We are awaiting more attractive levels before re-engaging with the commodity complex.
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Outlook

The dark clouds hanging over financial markets dissipated, and May was a strong month for multi-asset portfolios.
Stock indices rose to new highs, and credit spreads tightened markedly as interest rates fell across the board.
Cross-asset volatilities made a U-turn and collapsed to the lowest levels seen this year. This sharp return to
optimism is primarily attributed to a stronger than expected earnings season. Q1 earnings surprised to the upside,
showing margin resilience across sectors in the US, while Europe exhibited the strongest EPS revision ratio
trajectory among major global regions. The results of the ‘Magnificent 7’ came under a lot of scrutiny and chiefly
reassured investors that the Al boom is very much alive and well. The strength of earnings upgrades revisions
outside of the technology sector led us to broaden our equity exposure to the European market, particularly to
more value sectors such as banks and to the more medium capitalization space, which has lagged large caps.

The second decisive element comforting financial markets in May was the assertion from the Fed’s Chair, Jerome
Powell, that monetary policy is sufficiently restrictive, ruling out the possibility that the next policy move will be
an interest rate hike. While the Fed needs “greater confidence” that inflation is converging back towards 2%,
calling for patience, the dovish tone was enough to prevent interest rates from rising any further. An unexpectedly
weak print for April’s US Nonfarm Payrolls indicates that the labour market is starting to ease, which we see as a
prerequisite for the current sticky services inflation to finally resume a downward path. We welcome the recent
wave of negative economic surprises in the US as a positive development for risky assets and believe that a certain
amount of bad news is indeed good news in the US by allowing interest rates volatility to recede and support
further multiple expansion.

The situation in Europe is different. A stronger level of economic activity, albeit from a low level, is a good omen
as long as it does not derail the inflation outlook. ECB officials have been telegraphing very clearly the possibility
of the first interest rate cut at the June meeting. Still, we expect the ECB to remain cautious in the forward
guidance regarding the extent of policy adjustment available and on what horizon. Negotiated wage rates in the
Euro Area (+4.7% YoY in the first quarter of 2024) are still growing at twice the speed of pre-Covid years, albeit
driven exclusively by Germany. The risk of an increasingly self-sustaining positive services price loop cannot be
ignored, while labour productivity remains stubbornly low. We do not feel current yields are sufficiently attractive
to add to our long Eurozone sovereign debt position for now.
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Disclaimer

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. 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.

This document is for informational purposes only and does not constitute investment research or financial analysis relating to transactions
in financial instruments as per MIF Directive (2014/65/EU), nor does it constitute on the part of AXA Investment Managers or its affiliated
companies an offer to buy or sell any investments, products or services, and should not be considered as solicitation or investment, legal or
tax advice, a recommendation for an investment strategy or a personalized recommendation to buy or sell securities. The strategies
discussed in this document may not be available in your jurisdiction.

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. Please note that the management company reserves the right, at any time, to no longer market the product(s) mentioned in this
communication in an European Union country by notification to its authority of supervision in accordance with European passport rules. 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.

In the event of dissatisfaction with the products or services, you have the right to make a complaint either with the marketer or directly with
the management company (more information on our complaints policy available in English here). You also have the right to take legal or
extra-judicial action at any time if you reside in one of the countries of the European Union. The European online dispute resolution platform
allows you to enter a complaint form (by clicking here) and informs you, depending on your jurisdiction, about your means of redress (by
clicking here).

Due to its simplification, this document is partial and opinions, estimates and forecasts herein are subjective and subject to change without
notice. There is no guarantee forecasts made will come to pass. Data, figures, declarations, analysis, predictions and other information in
this document is provided based on our state of knowledge at the time of creation of this document. Whilst every care is taken, no
representation or warranty (including liability towards third parties), express or implied, is made as to the accuracy, reliability or
completeness of the information contained herein. Reliance upon information in this material is at the sole discretion of the recipient. This
material does not contain sufficient information to support an investment decision.

Issued in the UK by AXA Investment Managers UK Limited, which is authorised and regulated by the Financial Conduct Authority in the UK.
Registered in England and Wales No: 01431068. Registered Office: 7 Newgate Street, London EC1A 7NX. In other jurisdictions, this document
is issued by AXA Investment Managers SA’s affiliates in those countries.

In Hong Kong, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and regulated
by Securities and Futures Commission. This document is to be used only by persons defined as “professional investor” under Part 1 of
Schedule 1 to the Securities and Futures Ordinance (SFO) and other regulations, rules, guidelines or circulars which reference “professional
investor” as defined under Part 1 of Schedule 1 to the SFO. This document must not be relied upon by retail investors. Circulation must be
restricted accordingly.

In Singapore, this document is issued by AXA Investment Managers Asia (Singapore) Ltd. (Registration No. 199001714W) and is intended for
the use of Institutional Investors only as defined in Section 4A of the Securities and Futures Act (Cap. 289) and must not be relied upon by
retail investors. Circulation must be restricted accordingly

For Japanese clients: AXA Investment Managers Japan Ltd., whose registered office and principal place of business is at NBF Platinum Tower
14F 1-17-3 Shirokane, Minato-ku, Tokyo 108-0072, Japan, which is registered with the Financial Services Agency of Japan under the number
KANTOZAIMUKYOKUCHO (KINSHO) 16, and is a member of Japan Securities Dealers Association, Type Il Financial Instrument Firms
Association, Investment Trust Association of Japan and Japan Investment Advisors Association to carry out the regulated activity of Financial
Instrument Business under the Financial Instrument Exchange Law of Japan. In Japan, none of the funds mentioned in this document are
registered under the Financial Instrument Exchange Law of Japan or Act on Investment Trusts and Investment Corporations. This document
is purely for the information purpose for use by Qualified Institutional Investors defined by the Financial Instrument Exchange Law of Japan.

In Taiwan, this document is issued by AXA Investment Managers Asia Limited (SFC License No. AAP809), which is authorized and regulated
by Securities and Futures Commission. This document and the information contained herein are intended for the use of professional or
institutional investors and should not be relied upon by retail investors. They have been prepared and issued for private informational and
educational purposes only at the sole request of the specified recipients, and not intended for general circulation. They are strictly
confidential, and must not be reproduced, circulated, distributed, redistributed or otherwise used, in whole or in part, in any way without
the prior written consent of AXA IM Asia. They are not intended for distribution to any persons or in any jurisdictions for which it is
prohibited.
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If any fund is highlighted in this communication (the “Fund”), its offering document or prospectus contains important information on selling
restrictions and risk factors, you should read them carefully before entering into any transaction. It is your responsibility to be aware of and
to observe all applicable laws and regulations of any relevant jurisdiction. AXA IM Asia does not intend to offer any Fund in any country
where such offering is prohibited.

The offer, distribution, sale or re-sale of fund units/shares in Taiwan requires approval from and/or registration with Taiwanese regulatory
authorities. To the extent that any units/shares of the Funds are not so licensed or registered, such units/shares are made available in Taiwan
on a private placement basis only to banks, bills houses, trust enterprises, financial holding companies and other qualified entities or
institutions (collectively, “Qualified Institutions”) and other entities and individuals meeting specific criteria (“Other Qualified Investors”)
pursuant to the private placement provisions of the Rules Governing Offshore Funds. No other offer or sale of such units/shares in Taiwan
is permitted. Taiwanese purchasers of such units/shares may not sell or otherwise dispose of their holdings except by redemption, transfer
to a Qualified Institution or Other Qualified Investor, transfer by operation of law or other means approved by the Taiwan Financial
Supervisory Commission.

In Korea, AXA Investment Managers Asia (Singapore) Ltd is a registered Cross Border Investment Advisor/Discretionary Investment
Management Company under the Financial Investment Services and Capital Markets Act (the “Act”). The activities referenced under the Act
are 5-2-2 Investment Advisory Business and 6-2-2 Discretionary Investment Management Business, respectively. Its financial services are
available in Korea only to Professional Investors within the meaning of Article 10 of Enforcement Decree of the Financial Investment Services
and Capital Markets Act.

To the extent that any fund is mentioned in this document, neither the fund nor AXA IM Asia is making any representation with respect to
the eligibility of any recipients of this document to acquire the units/shares in the fund under the laws of Korea, including but without
limitation the Foreign Exchange Transaction Act and Regulations thereunder. The units/shares have not been registered under the Financial
Investment Services and Capital Markets Act of Korea, and none of the units/shares may be offered, sold or delivered, or offered or sold to
any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea except pursuant to applicable laws and
regulations of Korea.

For Malaysian investors: As the recognition by the Malaysian Securities Commission pursuant to Section 212 of the Malaysian Capital
Markets and Services Act 2007 has not been / will not be obtained nor will this document be lodged or registered with the Malaysian
Securities Commission, the shares referred to hereunder (if any) are not being and will not be deemed to be issued, made available, offered
for subscription or purchase in Malaysia and neither this document nor any other document or other material in connection therewith
should be distributed, caused to be distributed or circulated in Malaysia.

For Thailand investors: Nothing in this document shall constitute in any manner whatsoever a proposal to make available, offer for
subscription or purchase or to issue an invitation to purchase or subscribe for any securities in Thailand or a proposal to implement any of
the foregoing in Thailand nor has this document been approved by or registered with the Securities and Exchange Commission of Thailand
(“SEC”). No person receiving a copy of this document may treat the same as constituting an invitation or offer to him in Thailand and such
person shall not distribute or make available this document in Thailand. The issuer of this document shall not be liable in any manner
whatsoever in the event this document is distributed or made available to any person in Thailand receiving a copy of this document. Since
no application for approval has been or will be made to the SEC for the offering of the securities, or for the registration of this document,
the securities shall not be offered for subscription or purchased or made available, whether directly or indirectly, in Thailand. It is the sole
responsibility of recipients wishing to take any action upon this document to satisfy themselves as to the full observance of the laws of
Thailand, to comply with all relevant government and regulatory approvals, and to comply with all applicable laws, including but not limited
to exchange control laws.

For Investors in People’s Republic of China (PRC): This document does not constitute a public offer of the product., whether by sale or
subscription in the PRC. The product is not being offered or sold directly or indirectly in the PRC to or for the benefit of, legal or natural
persons of the PRC. Further, no legal or natural persons of the PRC may directly or indirectly purchase any of the product or any beneficial
interest herein without obtaining all prior PRC’s governmental approvals that are required, whether statutorily or otherwise. Persons who
come into possession of this document are required by the issuer and its representatives to observe these restrictions.
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