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1. What are real assets?



1.What are real assets?

What are real assets?

Definition of Real Assets Characteristics of Real Assets

- Physical assets as opposed to - Storage of value

financial assets (traditional

assets) - Inflation protection: stronger
« They have tangible value correlation to inflation than
- Generate relatively steady cash traditional investments

flows

- Low correlation to
traditional assets

« Cash-flow generating focus:
except commodities they have
stable cash-flows due to
inelastic demand (necessities)

Source: PRCG Portfolio Clarity. Sep - 2017
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Types of real assets

1.What are real assets?

Types of Real Assets

By Liquidity

+ Illiquid (private):
. Direct Real Estate
»  Direct Infrastructure
. Direct Commodities

* Liquid(Public):
« REITs,
 Infrastructure securities
« TIPS (real bonds)
. Senior Loans

«  Commodity equity .
«  Commodity futures
« MLPs

Source: PRCG Portfolio Clarity. Sep - 2017
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By Asset

Natural Resources:

Energy: oil, gas,
Renewables: solar, wind and
hydro

Mining and precious metals
Agriculture: crops, vineyards,
fruit trees

Timber: hardwood, soft
wood, biomass

Real Estate:

Commercial
Residential

Infrastructure:

Toll roads

Water treatment
Tunnels

Bridges
Stadiums

By Stage of

Development

+ Development:

Aggressive risk profile
Appreciation focused
Highest leverage

. Mature:

Moderate risk profile
Income and appreciation
focused

Medium leverage

* Regulated:

More conservative risk profile
Income and inflation
sensitive focused

Lower leverage

" NATIXIS
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1.What are real assets?

Types of real assets

Real Assets by Function in a Portfolio

Enhance Risk Inflation Hedge Inflation Shock Traditional Stable Income Growth
Return Hedge Assets
Diversification
REITs TIPs - Commodities Commodities Income focus Opportunistic
Infrastructure Precious metals real estate, focus real
equities Direct real infrastructure estate,
MLPs estate and natural infrastructure
Srac: el frees !Dlrect resources and natural
infrastructure resources
Source: PRCG Portfolio Clarity. Sep - 2017
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1.What are real assets?

Main risk factors of real assets

Income Real Assets

- + + + - - -
Economic Inflation hedge Yield Duration Specific/Devel Leverage Illiquidity
growth opment
+ - - - + + +

Growth Real Assets

Source: PRCG Portfolio Clarity. Sep - 2017
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1.What are real assets?

Risk management skills

Specialized Investment Capabilities

Illiquid real assets: Liquid real assets:

Due Diligence of specific investments - Contango management: Future prices above spot
prices imply negative roll yield if you are long.

Project specific risk: Relationships with

skilled local partners to manage operational -+ Duration management: Short term affected by

risk duration, longer term higher rates could affect
positively as could bring higher income.

Financial risk: may require large pools of

capital

Scale to diversify across major sub-
categories and regions

Strategic asset allocation and liability
matching should take into account
illiquidity

Regulatory constraints

Source: PRCG Portfolio Clarity. Sep - 2017
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2. Why real assets?



Benefits to portfolio

construction

2.Why real assets?

(oTo traditional assets
e To real asset sub asset classes

¢ In different economic
environments, but not necessarily in
the short term (gold for example)

e Potentially improve risk adjusted
returns: hybrid characteristics, bond
like risk with equity return potential
(Efficient frontier builders)

-

[

e Important in a liability-matching

e Hedge against inflationary shocks:
Commodities performance is especially gooa
in high inflationary periods

e Resilient during the late cycle: Useful
over a full market cycle

e Illiquid real assets help align objectives
and strategy: they focus on the long term

\_ objectives (decades rather than quarters)

N

Diversification

Inflation
hedge
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Lower
volatility

Stable Income

e Specially in the case of direct real\
assets

e Less subject to speculation

e Softer impact of macro trends on real
assets due to the LT contractual
nature of the underlying revenue
streams

J

~N

e Additional source of stable income
¢ Differentiated source of return

J

Source: PRCG Portfolio Clarity. Sep - 2017
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2.Why real assets?

High risk adjusted returns

Risk Return

12% -

o
10% - PY H
8% - ®

6% -

Return (Annualized)

4% -

2% - ®

O% T T T T T T T 1
0.0% 2.0% 4.0% 6.0% 8.0% 10.0% 12.0% 14.0% 16.0%

Volatility (Annualized)

@ Real Estate @ Agriculture ® Timber @ Commodities MS&P 500 M Global Aggregate

Source: PRCG Portfolio Clarity, MPI. Period: Mar 1991 - June 2017. Real Estate: NCREIF Property Index, Agriculture: NCREIF Farmland Index, Timber: NCREIF Timber Index, Commodities: CCI Index,
Global Agg: Barclays Global Aggregate Index.
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2.Why real assets?

Stable cash flows ... lets look at real estate

40

Yield impact Rental value growth mmm Total return ——Income return ——UK RPI
30
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R
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*All Balanced Property Fund Index — AREF/IPD UK Quarterly Property Fund Index - weighted average
Source: AEW. MSCI, AEW 31st December 1981 to 31st December 2016
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Low correlation to both traditional and real assets

2.Why real assets?

Growth

2000

1800

1600 -

1400 -

1200 -

1000 -

800 -

600 -

400 -

200 -

Growth

== Real Estate

o o o o N NS Ny & N N N Ny N
< Qef' Qef‘ Qef‘ Q®c Q®c Qé‘ Qé’ & Qé’ on on quo
e Agriculture  ===Timber Commodities  ====S&P 500 Global Aggregate

Source: PRCG Portfolio Clarity, MPI. Period: Mar 1991 - June 2017. Real Estate: NCREIF Property Index, Agriculture: NCREIF Farmland Index, Timber: NCREIF Timber Index, Commodities: CCI Index,
Global Agg: Barclays Global Aggregate Index.
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2.Why real assets?

Private debt markets

“"Private debt provides better diversification “"Private debt provides higher risk-adjusted
than traditional fixed-income vehicles.” returns than traditional fixed-income vehicles.”

100%

90%

80%

56%

70%

60%

50%

40%

30%

44%

20%

10%

0%

B Strongly Disagree mDisagree ®Agree mStrongly Agree

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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2.Why real assets?

Private equity markets

“"Private equity provides better diversification than “"Private equity provides higher risk-adjusted
traditional asset classes.” returns than traditional asset classes.”

100%

90%

80%

53%

70%

60%

50%

40%

30%
47%

20%

10%

0%

N
m Strongly Disagree mDisagree mAgre€® mStrongly Agree

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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2.Why real assets?

Institutions foresee a world of risk in 2017
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4390 believe geopolitics

389%0 are concerned about
present investment risk

interest rate risk

ooooooooooooooooo
oooooooooooo
ooooooooooo

Top risks to
investment
performance

saee

ooooo

229%0 say low earnings growth 219%o0 are concerned with

monetary policy

poses a risk to investments

Faced with prospects of increased volatility, six in ten institutions believe they are prepared to handle
the risks in 2017, but given the economic complexities, coupled with ongoing political upheaval, only
2% offer up strong convictions in their ability to succeed in this critical endeavor.

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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2.Why real assets?

An option to current low yield environment?

Current environment

Lower expected return of Real Assets

traditional assets

Source of higher yield in a Institutional Investor

low yielding environment

Income

Commodities are closer to |Piversification to

the recovery phase traditional assets

High risk return profile
Population rise from Have longer investment
poverty requires horizons.

investments in real assets

Source: PRCG Portfolio Clarity. Sep - 2017
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2.Why real assets?

Alternatives critical to addressing low yields

"How are you positioning your portfolio given the low yield environment?”

70%
60%
50% - B Increase use of alternative
strategies
40% - m Diversify (geography,
sector, etc)
B Integrate absolute return
30% - strategies
B Increase exposure to credit
20% -
m Reduce exposure to fixed
income
10% -
B Move from long to shorter-
duration bonds
0% -
Overall Corporate Public /Gov Sovereign Insurer Endowment  Foundation
wealth

Alternative investments involve unique risks that may be different than those associated with traditional investments, including illiquidity and the potential for amplified
losses or gains. Investors should fully understand the risks associated with any investment prior to investing.

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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2.Why real assets?

Traditional strategies may no longer be enough

“Institutional investors need to replace traditional diversification and portfolio
construction techniques with new approaches to achieve results.”

100% :
Given the challenges of
90% today’s market, the
809 mechanics of managing
0 institutional portfolios
0 goes well beyond
70% .
traditional asset
60% allocation considerations.
50%
40%
30% m Strongly Agree
20% m Agree
10% m Disagree
m Strongly Disagree
00/0 T T T
Overall Corporate  Public Pension SWF Insurers Endowment Foundation
Pension

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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2.Why real assets?

Traditional assets are too highly correlated

"Traditional assets are too highly correlated to provide distinctive sources of return.”

100%

90%

80%

70%

60%

m Strongly Agree

50% m Agree

40% m Disagree

B Strongly Disagree
30%

20%

10%

00/0 g Q0
Overall Corporate  Public Pension SWF Insurers Endowment Foundation
Pension

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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2.Why real assets?

A clear trend to illiquid assets worldwide

Increase of illiquid assets (real estate, loans, PE & infra)

25%
20% |

15%
10%
5%
0%

8%
6%
4%
2%
0%

Weight of illiquid assets in life insurance portfolios from 2001 to 2016

= 2011 m2016

France Switzerland UK Nordics Belux Germany Spain South Korea Netherlands Italy

Percentage increase of illiquid assets in life insurance portfolios from 2001 to 2016

T +8.5% 7

France Switzerland UK Nordics Belux Germany Spain South Korea Netherlands Italy

Source: NGAM (2017). Portfolios of Life Insurers observed in France, Germany, UK, Italy, Nordics, Belux, Switzerland, Spain, Netherlands, South Korea.
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2.Why real assets?

Change in allocation by asset classes

France Switz. Belux Germ. UK Nordics Spain Italy ig::g Nether.
::G]:ol\?iiersegtlcli-igcﬁ;orates) © -8 -4 -10 = B 8 4.5 3 -
Equities 0 -10 0 -9.5 | -3 -9 3.5 -8 0 -8 -1 -7 2 -5 2 -25| -2 i-1.5| -1 -1
Liquidities -4 -1.5 -2 -1.5 -3 -1 1 0 -2.5 1
~
= 4 s 1 4 2 1 0 1 1
:-(?RaE?f:orporates, Infra.) 2 Lo 3 2 2 0 2 0.5 B 2
RNCF [T 2 10| 1 95|05 9 | 1 8 | 1i8 |4 7| 1i5 |05 25| 2 15| 0 @ 1
(Private Equity, Infra.)
gltth"Eh':g‘ﬁfr'];I;‘_?me 1.5 1 2.5 2.5 1.5 0 1 1 0.5 0
\ %Z'L‘ZZ ?Jﬁﬁ;“ﬁ;h‘l’; 0 1 2 1 -0.5 1 0 0.5 -1 0 p /

Source: NGAM (2017). Portfolios of Life Insurers observed in France, Germany, UK, Italy, Nordics, Belux, Switzerland, Spain, Netherlands, South Korea.
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3. What might be discouraging investors?



3.What might be discouraging investors?

Exposure to real assets in wholesale portfolios

Latin America UK France Spain Italy
2.0%

0.3% 2.7% 11% _ 2.2% 02/‘| 10%

m Equity = Fixed Income m Allocation m Alternative ™ Real Assets ™ Money Market

Data shows the Moderate portfolios received by PRCG over the last 12 months as of 30t June 2017. Spain includes portfolios received in the last 12 months as of 31st Mar 2017. Spain includes 36 Moderate
portfolios based on Vdos data, UK includes 253 Moderate portfolios, France includes 119 Moderate portfolios, Italy includes 55 Moderate portfolios and Latin America 19 Moderate portfolios.
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3.What might be discouraging investors?

Exposure to international real assets in pension funds

Alternatives
14% -
12% A
10% -
8% A
6% -
4% -
2% A
0% - . — . . . .
Private Equity Structured HFs Commodities Real Estate

H Chile mColombia mPeru

Source: FundPro, Mar2017.
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3.What might be discouraging investors?

Liquidity is a barrier to investing in real assets

"I am looking to increase allocation to real assets
(real estate, infrastructure, aircraft financing) over “Illiquidity is a barrier to investing in real assets.”
the next 12 months.”

100% 100%
90% 90%
80% 80%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% . 0% . .
& g

B Strongly Disagree mDisagree ®Agree mStrongly Agree
Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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3.What might be discouraging investors?

More liquidity required by regulations

"Solvency/liquidity requirements creates too much bias for shorter time

horizons and highly liquid assets”
Institutional decision makers believe

100% more stringent solvency and liquidity
. requirements established by
90% regulators around the world have
809 resulted in a greater bias for shorter
0 time horizons and more liquid assets.
This presents challenges for
70% . ey
investment teams that must prioritize
60% meeting liabilities that stretch out
over multiple decades.
50%
40%
B Strongly Agree
30%
H Agree
0,
20% B Disagree
10% m Strongly Disagree
OO/O ° - T T 1
Overall Corporate  Public Pension SWF Insurers Endowment Foundation
Pension

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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3.What might be discouraging investors?

But liquidity is becoming less of a barrier

"My organization is embracing illiquid assets more "The potential returns of illiquid alternatives make
than three years ago.” them worth the risk.”
100% 100%
90% 90%
80% 80%
70% 70%
60% 60%
50% 50%
40% 40%
30% 30%
20% 20%
10% 10%
0% : 0%
B Strongly disagree B Disagree B Agree B Strongly agree

Alternative investments involve unique risks that may be different than those associated with traditional investments, including illiquidity and the potential for amplified losses
or gains. Investors should fully understand the risks associated with any investment prior to investing.

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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3.What might be discouraging investors?

Transparency is an important factor

"The lack of transparency discourages me from making investments in private equity.”

100%
90% m Strongly Agree
80% H Agree
H Disagree
70%
B Strongly Disagree
60%
50%
40% While institutions see significant
value in private markets, there are
30% limitations that may keep them from
committing more assets. Half of
20% those surveyed say a lack of
transparency keeps them from
10% investing in private equity.
0% .
Overall Corporate  Public Pension SWF Insurers Endowment Foundation
Pension

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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3.What might be discouraging investors?

Earning higher returns the main motivation?

"My primary motivation for investing in real assets is earning higher returns.”

100% -

90% -

80% -

70% -~

60% -

50% -

40% -

30% -
B Strongly Agree

20% 1 W Agree

10% 1 B Disagree

B Strongly Disagree

Overall Corporate  Public Pension SWF Insurers Endowment Foundation

0% -

Pension
Investing involves risk, including the risk of loss. Investment risk exists with real assets. There is no assurance that any investment will meet its performance objectives or that
losses will be avoided.

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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3.What might be discouraging investors?

The risk-on risk-off trade driving allocations?

“"For each of the following alternatives, please indicate which you expect will

deliver the biggest gains in 2017.”

Institutional Investors, appear
to be doubling down on their
bets by increasing allocations
to equities, private equities,
35% and other high-risk assets
seeking to generate returns.

45%

40%

30% -
25%
W Private equity
(o)
20% ® Commodities
15% B Hedge funds (liquid alternatives)
B Real estate/REITs
10%
E Managed futures
5% B Private debt
0% H Derivatives
Overall Corporate  Public Pension SWF Insurers Endowment Foundation
Pension

Alternative investments involve unique risks that may be different than those associated with traditional investments, including illiquidity and the potential for amplified losses
or gains. Investors should fully understand the risks associated with any investment prior to investing.

Source: Natixis Global Asset Management, Global Survey of Institutional investors Nov 2016
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3.What might be discouraging investors?

But performance may depend on the economic cycle

A I
+ |
Early Recession ! Late Recovery
I
g Outperformance of commodities vs
- equities will depend on the economic
u‘_E cycle. Optimization of portfolios are
= dynamic.

Initial Recovery

Late Recession

- Growth

Source: PRCG Portfolio Clarity. Sep - 2017
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3.What might be discouraging investors?

But performance may depend on the economic cycle

Equity vs Commodities

1400 - r 350
1200 - L 300
1000 - ) L 250
800 1 L 200
600 - L 150
400 1 Q ’ L 100
200 - L 50
0 : : : : : : : : : : : —L o
dé§° <§§§/ déﬁy <§§§) dé?& déﬁp <§é§’ défy <¥é§) déﬁb <¢x° Qéﬁy <§§$‘ Qéﬁp

e S&P 500 === Commodities

Source: PRCG Portfolio Clarity, MPI. Period: Mar 1991 - June 2017. Commodities: CCI Index.
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3.What might be discouraging investors?

Other discouraging factors

2008 crisis:
— Most investors invested in real estate before the credit crunch
- Need for maximum transparency after 2008

Rates falling since 1981: why investing in more complicated asset class?

Inflation hedge is not perfect in the short term

Diversification benefits can be achieved with small allocations

e They are off-benchmark bets in some cases

Specialized investment capabilities
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The Durable Portfolio Construction® Research Center

4. Appendix

e Launched in 2010 to examine investor attitudes and behaviors related to risk

e Surveys of Individual Investors, Financial Advisors, and Institutional Investors, Retirement Plan
Participants, Insurance CFOs and the Global Retirement Index

o 50,000+ survey respondents over seven years
o 31 countries: Asia, Europe, MENA, North America, South America, Australia
o 22 primary research studies, three index reports
e Massachusetts Institute of Technology partnership integrating big data and behavioral finance

— What is an Index?, Dr. Andrew Lo

—Journal of Portfolio Management 2016 Paper of the Year
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The data behind the discussion

4. Appendix

Global Survey of Institutional Investors

IO, -

137 121 111
Corporate Endowments/ Public or Government
Pension Plans Foundations Pension Plans

95 36
Insurance Sovereign
Companies Wealth Funds
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Natixis Global Asset Management,
Global Survey of Institutional
investors compiled by CoreData
Research, October-November
2016. Survey included 500
institutional decision-makers in 31
countries.



4. Appendix

Additional notes

In Australia: Provided by NGAM Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial advisers and wholesale clients only.

In New Zealand: This document is intended for the general information of New Zealand wholesale investors only and does not constitute financial advice. This is not a regulated offer for the purposes of the Financial Markets Conduct Act
2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the requirements in the FMCA for wholesale investors. NGAM Australia Pty Limited is not a registered financial service provider in New
Zealand.

In Latin America: Provided by NGAM S.A.

In Mexico: Provided by NGAM Mexico, S. de R.L. de C.V., which is not a regulated financial entity with the Comisidn Nacional Bancaria y de Valores or any other Mexican authority. This material should not be considered an offer of
securities or investment advice or any regulated financial activity. Any products, services or investments referred to herein are rendered exclusively outside of Mexico.

In Colombia: Provided by NGAM S.A. Oficina de Representacion (Colombia) to professional clients for informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are
rendered exclusively outside of Colombia.

In Uruguay: Provided by NGAM Uruguay S.A., a duly registered investment advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500.

Each above referenced entity is a business development unit of Natixis Global Asset Management, S.A., the holding company of a diverse line-up of specialized 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.

In Canada: NGAM Distribution, L.P. ("ND"), with its principal office located in Boston, MA, is not registered in Canada and any dealings with prospective clients or clients in Canada are in reliance upon an exemption from the dealer
registration requirement in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. There may be difficulty enforcing legal rights against ND because it is resident outside of Canada and all
or substantially all of its assets may be situated outside of Canada. The agent for service of process is Borden Lander Gervais LLP: in Alberta (Jonathan Doll), located at Centennial Place, East Tower, 1900, 520 - 3rd Avenue SW, Calgary,
Alberta T2P OR3; in British Columbia (Jason Brooks), located at 1200 Waterfront Centre, 200 Burrard Street, P.O. Box 48600, Vancouver, BC V7X 1T2; in Ontario (John E. Hall), located at Bay Adelaide Centre, East Tower, 22 Adelaide
Street West, Toronto, ON M5H 4E3; in Quebec (Christian Faribault), located at 1000 de La Gauchetiere St. W, Suite 900, Montreal, QC H3B 5H4.

In the United States: Furnished by NGAM Distribution, L.P., 399 Boylston St., Boston, MA 02116.

Natixis Global Asset Management consists of Natixis Global Asset Management, S.A., NGAM Distribution, L.P., NGAM Advisors, L.P., NGAM S.A., and NGAM S.A.’s business development units across the globe, each of which is an affiliate of
Natixis Global Asset Management, S.A. The affiliated investment managers and distribution companies are each an affiliate of Natixis Global Asset Management, S.A.

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.
ngam.natixis.com

Copyright © 2017 NGAM Distribution, L.P. — All rights reserved. 1745447.1.1
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4. Appendix

Additional notes

Natixis Global Asset Management, Global Survey of Institutional Investors conducted by CoreData Research, October-November 2016. Survey included 500 institutional investors in 31 countries.

Outside the United States, this communication is for information only and is intended for investment service providers or other Professional Clients. This material may not be redistributed, published, or reproduced, in whole or in
part. Although Natixis Global Asset Management believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the accuracy, adequacy or completeness of such
information.

In the EU (ex UK): 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.: 2, rue Jean Monnet, L-2180 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 Larga, 2 - 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: 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: Provided by NGAM, Switzerland Sarl, Rue du Vieux College 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Zirich.

In the UK: Provided by NGAM UK Limited, authorized and regulated by the Financial Conduct Authority (register no. 190258). Registered Office: NGAM UK Limited, One Carter Lane, London, EC4V 5ER.
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