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Inflation

Sticky price pressure

* Inflation rose in the US, the Eurozone and the UK

* Changes in geopolitics, labour markets and globalisation mean that inflation should likely stay
volatile going forward around advanced economies.

* Central banks face different risks in the cutting cycle.

What'’s happening?

Inflation & Monetary Policy Inflation-Linked Bonds Market

US Headline inflation rose unexpectedly to 3,0%

in January, strengthening the argument for the

Federal Reserve to proceed. cautiously with US TIPS performance was

interest rate cuts. Core edged higher to 3,3%. The positive in January.

increase in core reflected faster services inflation, Headline 3.0% A 5yr Ry* 1.79%
echoing similar increases last year and raising ! 10yr Ry 2,11%

.. . . . C 3,3% A i i
suspicions of residual seasonality. The Fed will be ore 2,3% us |.n.flat|on breakevens posted 10y pe** 2,43%
wary of reacting to ‘seasonal’ trends, but equally positive performance over the
should be wary of genuine signs of stickiness. Fed month.
Chair Powell repeated that the Fed was in "no
hurry" to ease policy further.
Eurozone inflation unexpectedly ticked up to
2,5% in January. The rise was not expected to alter Euro Area inflation-linked
policymakers’ plan to continue lowering interest bonds performance was
Euro  rates. The ECB Governing Council (GC) decided Headline 2.5% A positive in January. 5yr Ry 0,67%
Area unanimously to cut its depo rate by 25bps to 2.75% cadiine 2,57 10yr Ry 1,06%
. Core 2,7% = . . o
as widely expected. No change was made to Euro inflation breakevens 10yr Be 2.11%
communication.  Cautious, data dependent performance was positive
approach to remain. Core inflation remained across countries.
steady at 2.7%.
UK RPI rose to 3,6% in January, emphasizing the
challenge faced by the Bank of England as it deals .
. . . UK linkers performance was
with persistent price pressures and a weakened e
positive in January. 5yr Ry 0,27%
UK economy. The MPC voted to cut Bank Rate by RPI3.6% A 10yr Ry 0,92%
25bp to 4.50%. The Bank sees inflation returning Core CPII 3077 A inflation break 10yr Be 3'59%
to the 2% target at the back end of the forecast e UKiinflation breakevens ’
. i . . performance was up over the
horizon conditioned on just 40bp of cuts this year month

and a further 13bp over the following two years.
Forecast revisions were hawkish.
*Ry : Real Yield

**Be : Breakeven

Source: AXA IM as at end of January 2025
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Portfolio positioning

Key Strategies

e Realinterest rates are still in restrictive territory. Expected subdued growth, makes long
duration positions attractive at the front end.

Real Yields e As Central Banks start to cut interest rates, real rates should follow, making the front end
and steepeners positions attractive.
* Inflation breakevens are still reflecting a negative term inflation premium
*  The front end remain he m racti int of th r nd lon itions ar
Breakevens e front end remained the most attractive point of the curve and long positions are

attractive on a tactical basis
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No assurance can be given that the Inflation strategy will be successful. Investors can lose some or all of their capital invested. The Inflation strategy subject to
risks including credit risk, liquidity risk, derivatives and leverage risk, contingent convertible bonds risk.
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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.

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.

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 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).
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