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INVESTOR REQUIREMENTS FOR COLLATERAL
Managing the risk

Hedging interest rate
Nnterest rate risks is costly

risk

After compression, the Credit risk
decompression trade

Liquidity is becoming
more volatile
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AVAILABLE COLLATERAL IS SCARCE AND EXPENSIVE

*ECB Depo rate at -40 bps ECR A

*Investors are submitted to | Japan
additional charges

*High quality assets are at least -
as expensive Us Lz

*High quality assets circulation
Is hampered
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High Quality Liquid

Assets Funds, a
solution to investor’s
problems
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HQLA IN BRIEF

HQLA fund management is based on cautious management strategies
developed by asset managers to comply with LCR regulations

LCR RATIO

APPLICATION TIMELINE

DATE RATIO

0,
High Quality Liquid Assets Oct 2015 LCR > 60%
Jan 2016 LCR > 70%
Net Cash Outflows over 30 days (Stress Test) Jan 2017 LCR > 80%
Jan 2018 LCR > 90%
Jan 2019 LCR > 100%
LIMITS HAIRCUT AND RWA
LEVEL  1STLIMIT  2\O LIMIT EXAMPLES EXAMPLE HAIRCUT RWA!?
* Central bank deposit Central Bank Deposits 0% 0%
° All EU gov. bonds
1 - - * Non-EU gov. bonds (min. Government & Supranationals 0% 0% (min. AA-)
rating AA-)
* Certain covered bonds Government agencies 0% (level 1) or 0% (level 1) or
« Non-EU gov. bonds (A+ to 15% (level 2) 20% (level 2a)
0,
2a - A-) Corporate Bonds 15? (IleveI|258 T 20 (min. AA-)
* Corporate bonds (AA min) 50% (level 2b)
0f - 0,
40% max. * RMBS Equities 50% 10§.A)| 308%
* Corporate bonds (A+ and (publicly traded)
2b 15% BBB
. Equig/ ClUs + 5% See above
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MANAGING INTEREST RATE RISK

e Asset managers have at their disposal multiple tools to hedge interest rate risk.
Many offer multiple hedging strategies for interest rate & inflation.

e The decision to secure one’s portfolio is costly and thus not taken in certain
cases.

e Managing interest risk should be associated to a management process for it not
to destroy performance.
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MANAGING CREDIT RISK
Risk based allocation

TRADITIONAL BUY & HOLD MANAGEMENT RISK-BASED ALLOCATION

ALLOCATION > RISK RISK > ALLOCATION
B Germany (Risk+)
. France (Risk++)

B tay (Risk+++)

Allocations based on  High concentration Risk budgets Allocation is done
outstanding debt of risk are pre-set per country to match risk budgets

= LYXOR
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MANAGING CREDIT RISK
Risk reward optimization

e Taking into account credit risk and decompression impact goes through

risk/expected return analysis

e Expected return is composed of :

o Carry

e Richness

e Roll Down

e Expectations

e The items composing the expected return could have divergent impacts

10YRS BONDS
GERMANY
FRANCE

ITALY

SPAIN

e Key elements to decide and time your action

Roll Down Expectations
-2.65%
-2.66%
-4.46%
-3.57%

Richness

0.00%
0.00%

-0.25%
-0.04%

Total

-0.72%
-0.51%
-0.70%
-0.40%

Volatility

4.65%
5.37%
6.70%
5.79%

o Bloomberg, Lyxor AM
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MANAGING LIQUIDTY RISK
Measuring the evolution of trading intentions

e Managing liquidity risk is about adapting your assets
to your liabilities

e To do that you might act on either of them

15

-15

r -20

-60

sk - Agency
=—fid - Agency
=—Bid -Supranational
e sk - Supranational
m—pck - SOvereign

w—Bid -Sovereign

*3 months extraction, 191 000 messages analyzed from the sent by our counterparts
*Analyzes counterpart positioning and willingness to trade
*Analyzes liquidity over various investment horizons and asset classes

LYXOR
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w— Bid -AsianBank
== Bid -Eurozone Bank
= Bid -UK Bank

= Bid -US Bank

= fisk - Asian Bank

1 == Ask - Eurozone Bank
=== psk - UK Bank

=== fsk - US Bank

e Lyxor AM
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MANAGING LIQUIDITY RISK
Measuring historical asset liquidity

(see next slide)

’
Liquidity
E RO 3435 - ENCH REPUSI S o E-DATA LIQUIDITY
Furmover Auserage Tickst sioe | a tool jointly developed
o i ! by Lyxor and Euroclear
- u e . ' e Liquidity insight for over
= g o I I I I I I I I : I E 40,000 actively traded
RN e B ! European bonds
"r " \! J_.'! ,,r .;\: _ﬁ\. .' ._" r &\." + t-a:-' o -" v I 3 ;\,'. |
R e "?’mmi | Based on actual
5 transactions of Euroclear
Turnaver Cancentration s L p— ! (who treats ~60% of bond
EE e v volume in Europe)
g o I I I I I I I I Holiar ComapEton Low :
!:W 1
N-‘@.u- 'b.pj h?_ 9._# l'“ l.i\;- gﬂ ‘Fw -'w‘.; F i A”OWS
— i eTomanage liquidity risk
. J 5 e TO improve performance
.

Web interface, available to external investors
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How does it work?
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POTENTIAL USES

POTENTIAL ADVANTAGES FROM REPO-TRANSACTIONS

[ ]
/I Generate a performance pickup i
I:IDI:I by engaging in a temporary transaction with a bank that provides an asset in exchange with !
a higher capital charge ' Lyxor Eurogovies Risk
. . . Balanced is available on an
NN Temporarily convert the fund into cash | electronic trading
AN without selling it (avoiding realizing profits or losses) ! platform (Elixium)
REPO-TRANSACTION ILLUSTRATION i
The platform allows two
. _ | parties, who might be
Lyxor Eurogovies Risk Balanced | unaware of each other’s
_ . interests, to agree on
Collateral (e.g. equity) ' commercial terms
Premium i
D e e e e .
= LYXOR —
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FUND VERSUS DIRECT INVESTMENT
What is the difference?

Trade
Order 1 Client Financial
. . . Investor
Direct investor Intermediary Custodian —
(Broker/Dealer)
Pre Trade N Central Securities
Fund Order Routing Pre Trade Depository (CSD)*
Subscription = i Trade :
Redemption = Mgr;i?eg:]ent : order | Client Financial Fund Depositary
Fund Investor > (variF:)usy —> Intermediary / Custodian ||
E g E (Broker/DeaIer) Bank (one account per
E delegations) E compartment)
E
Settlement i I
Safekeeping ' Settlement
Servicing i Safekeeping
Investor i Servicing
Custodian

= LYXOR
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FUND VERSUS DIRECT INVESTMENT
The setup of a Luxembourg SICAV

Regulator (e.g. » Management Transfer Agent CEE——— nvestor

CSSF in Lux) Company — Investor

Registrar Settlement i
Custodian
‘ Agreement & Shares / Cash —_—
Oversight L 1
- Shares issuance &
S cancellation ..
Sponsor Board of g Central Securities
. ) i &
Promoter Directors © Depository (CSD)
Appoints e
Fund Depositary
/ Custodian PO — Financial
Creation of the Bank (one account per ' Markets
compartment) 1
Investment |
scheme oI Purchases and sales of
Trading é‘._ listed financial securities
1 < s

(equities, bonds, money
markets).

Auditor Administrator Portfolio Manager [ -

Investment
Adviser

et Mansgarmers SEPTEMBER 2017 16




FUND VERSUS DIRECT INVESTMENT
Fund’s primary market access

SUBSCRIPTION / REDEMPTION

SUBSCRIPTION VALUATION NAV SUBSCRIPTION
REDEMPTION DEADLINE DAY PUBLICATION REDEMPTION SETTLEMENT
11:00 am — Paris Time D D+1 D+ 2
of valuation day Daily business day business days

= LYXOR B
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DISCLAIMER (1/2)

The circumstances in which this publication has been produced are such that it is not appropriate to characterise it as independent investment research as
referred to in MiFID and that it should be treated as a marketing communication even if it contains a research recommendation. This publication is also not
subject to any prohibition on dealing ahead of the dissemination of investment research. However, Lyxor is required to have policies to manage the
conflicts which may arise in the production of its research, including preventing dealing ahead of investment research.

This material has been prepared solely for informational purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell any
security or financial instrument, or to participate in any investment strategy. This material does not purport to summarize or contain all of the provisions that
would be set forth in any offering memorandum. Any purchase or sale of any securities may be made only pursuant to a final offering memorandum. No
advisory relationship is created by the receipt of this material. This material should not be construed as legal, business or tax advice. A more robust
discussion of the risks and tax considerations involving in investing in a fund is available from the more complete disclosures incorporated into the offering
documentation for such fund.

This material has not been prepared in regard to specific investment objectives, financial situations, or the particular needs of any specific entity or
person. Investors should make their own appraisal of the risks and should seek their own financial advice regarding the appropriateness of investing in any
securities or financial instrument or participating in any investment strategy. Before you decide to invest in any account or fund, you should carefully read
the relevant client agreements and offering documentation. No representation is made that your investment objectives will be achieved. This material is not
intended for use by retail customers.

Any descriptions involving investment process, risk management, portfolio characteristics or statistical analysis are provided for illustrative purposes only,
will not apply in all situations, and may be changed without notice. Past performance is not indicative of future results, and it is impossible to predict
whether the value of any fund or index will rise or fall over time.

While the information in this material has been obtained from sources deemed reliable, neither Société Générale (“SG”), Lyxor Asset Management S.A.S.
(“Lyxor AM”) nor their affiliates guarantee its accuracy, timeliness or completeness. We are under no obligation to update or otherwise revise such
information if and when it changes. Any opinions expressed herein are statements of our judgment on this date and are subject to change without notice.
SG, Lyxor AM and their affiliates assume no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from an investment in
any security or financial instrument described herein or in any other security, or from the implementation of any investment strategy. Lyxor AM and its
affiliates may from time to time deal in, profit from the trading of, hold, have positions in, or act as market-makers, advisers, brokers or otherwise in relation
to the securities and financial instruments described herein. Service marks appearing herein are the exclusive property of SG and its affiliates, as the case
may be.

Hedge funds may invest in futures and other derivative instruments. Futures trading and other derivatives may permit extremely high degrees of leverage
and expose the funds to, among other things, volatility, market illiquidity, market risks, legal risks and operational risks. Hedge funds may be exposed to
risks relating to non-domestic markets, including, without limitation, risks relating to currency exchange, tax, lack of liquidity, market manipulation, political
instability and transaction costs. An investment in a hedge fund is subject to a total loss.
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DISCLAIMER (2/2)

This presentation contains the views of Lyxor AM analysts and/or strategies. The views espoused in this presentation may differ from opinions and
recommendations produced by other departments of SG.

Note about Indices: Indices are not available for direct investment. A comparison to an index is not meant to imply that an investment in a fund is
comparable to an investment in the funds or securities represented by such index. A fund is actively managed while an index is a passive index of
securities. Indices are not investable themselves, and thus do not include the deduction of fees and other expenses associated with an investment in a
fund. Not all the funds that comprise indices cited herein are suitable for U.S. Investors as a result of, among other things, the implementation of the
Volcker Rule. Please see the offering documentation for these funds for more details.

Notice to U.S Investors: Any potential investment in any securities or financial instruments, the categories of which are described herein, may not be
suitable for all investors. Any prospective investment will require you to represent that you are an “accredited investor,” as defined in Regulation D under
the Securities Act of 1933, as amended, and a “qualified purchaser,” as defined in Section 2(a)(51) of the Investment Company Act of 1940, as amended
(the “40 Act”). The securities and financial instruments described herein may not be available in all jurisdictions.

Investments in or linked to hedge funds are highly speculative and may be adversely affected by the unregulated nature of hedge funds and the use of
trading strategies and techniques that are typically prohibited for funds registered under the 40 Act. Also, hedge funds are typically less transparent in
terms of information and pricing and have much higher fees than registered funds. Investors in hedge funds may not be afforded the same protections as
investors in funds registered under the 40 Act including limitations on fees, controls over investment policies and reporting requirements.

Notice to Canadian Investors: Any potential investment in any securities or financial instruments, the categories of which are described herein, may not be
suitable for all investors. Any prospective investment will require you to represent that you are a “permitted client,” as defined in Canadian Regulation
National Instrument 31-103, and an “accredited investor,” as defined in National Instrument 45-106. The securities and financial instruments described
herein may not be available in all jurisdictions of Canada.

For more information, U.S. and Canadian investors and recipients should contact Lyxor Asset Management Inc., 1251 Sixth Avenue, New York, NY 10020
or invest@lyxor.com.

Notice to U.K. Investors: This communication is issued in the UK by Lyxor Asset Management UK LLP, which is authorised and regulated by the Financial
Conduct Authority in the UK under Registration Number 435658.

Source: This document has been prepared by Lyxor Asset Management S.A.S., 17 cours Valmy, 92800 Puteaux. Lyxor AM is a French management
company authorized by the Autorité des marchés financiers and placed under the regulations of the UCITS (2014/91/UE) and AIFM (2011/61/EU)
Directives. Lyxor AM is also registered with the U.S. Commodity Futures Trading Commission as a registered commodity pool operator and a commodity
trading advisor.
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