For professional clients only* 1

Informed Investor: Manager Monitor Q1 2018

Q1 2018: Difficult start of the
year for active managers

By Marlene Hassine Konqui, Head of ETF Research and Kristo Durbaku, ETF Research Analyst

Slight decline in performance in Q1 2018

30%
V7% on 2017

of fixed income active managers
outperformed. Euro government

bond and US corporate bond managers
fared worst.

397
V5% on 2017

of all active managers outperformed
their benchmark vs. 44% in 2017.

42
V5% on 2017

of equity managers outperformed.
UK all caps and Spain large caps
active managers enjoyed the most
notable improvements.

2017 _ 10years Q1 summary
39% Y

- :f : » Difficult conditions for active
44% 25% managers
47% 25% > More volatility leading to higher
correlations, made the job harder
[ [ for equity active managers
\
| » Fixed income managers continued
to find the environment
challenging

Source: Morningstar and Bloomberg data from 31/12/2007 to 29/03/2018.
The figures relating to past performances refer to past periods and are not a reliable indicator for future
results. This also applies to historical market data.
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Manager Monitor
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1. Active manager performance declines

39% of active managers outperformed their benchmark in Q1 2018 — a slight drop from last
year’s 44%. 42% of equity managers outperformed vs. the 47% we saw in 2017, while 32%
of fixed income active managers outperformed (vs. 39% in 2017). Long-term results still
suggest only 1 in 4 active managers outperforms over 10 years.

2. Equity active fund performance weakens

Over the quarter, equity managers failed to come to terms with the more volatile
environment and increasing correlations. The main weaknesses were found in
biggest, more efficient markets like the World, Japan, US and Eurozone. Interestingly,
performance also tailed off in some less efficient markets like US and European
small-caps and Italy. In contrast, we saw the biggest improvement in the UK all-cap
universe where 75% outperformed in Q1 2018 (see our special focus on p5).

3. Fixed income managers still find the environment challenging

32% of fixed income active managers outperformed their benchmark in Q1 2018 vs. the
39% we saw last year. Credit managers were again largely to blame, with only 18% of

euro and 19% of US corporate bond managers outperforming. Global bond managers
again enjoyed the best results with 74% of them finishing ahead vs. the 67% that beat the
benchmark in 2017. Euro inflation-linked bonds are the only area of real improvement - with
29% outdoing their index vs. 9% in 2017.

4. Fixed income active fund flows decline sharply

Overall, European domiciled active fund flows declined by 46% in Q1. This is mainly
explained by a decline of 82% for fixed income funds to €10.7bn, which could in part
be explained by the very poor results we’ve seen. In contrast, we saw a significant
increase in passive equities flows. On the active side, equities flows have continued to
increase (from €23bn in Q4 2017 to €33bn in Q1 2018) despite the declining results.

made more sense

» When it comes to equities, US, emerging markets,
World and Japan managers clearly struggled.
Favoring passive products in these areas may have

Blending active and passive management in Q1

» In fixed income, the less favorable credit spread » However, in the European universe more than half of
environment caused issues — most obviously among active managers outperformed, mainly driven by the
investment-grade credit where passive clearly won out good performance of UK managers. Selecting the

best managers in this area would have been positive
for portfolio construction

Source: Morningstar and Bloomberg data from 31/12/2007 to 29/03/2018.
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% of Active Funds outperforming the Benchmark and their performance difference

Q1 2018 2017 10Y

% of funds % of funds % of funds Annualised

: . Performance . Performance .
Universe outperforming the . outperforming the : outperforming the  performance
difference difference .
benchmark benchmark benchmark difference

Europe Large Caps 58% 0.1% 45% 0% 36% -1%
Eurozone Large Caps 49% -0.2% 55% 0% 1% -1%
Europe Small Caps 56% 0.1% 2% 1% 10% -2%
Germany Large Caps 57% -0.5% 61% 2% 14% -1%
France Large Caps 28% -0.2% 38% -1% 13% -1%
UK All Caps 75% 0.5% 30% -2% 26% -1%
Italy Large Caps 0% -1.9% 81% 2%

Spain Large Caps 70% 2.4% 32% 1% 38% 0%
Switzerland Large Caps 47% -0.1% 37% -1% 23% -2%
US Large Caps 19% -11% 32% -1% 11% -1%
US Small Caps 42% -1.1% 57% 2% 50% -1%
Japan All Caps 33% 0.1% 49% 0% 23% -1%
World Large Caps 35% -0.7% 54% 1% 1% -2%
Eg‘;srg'“g Markets Large 30% 1.0% 42% 0% 24% 0%
China Large Caps 37% 0.8% 24% 2% 37% 1%
Euro Govies 18% -0.3% 20% 0% 16% -1%
Euro Corporate 24% -0.2% 52% 1% 26% -1%
Euro High Yield 22% -0.2% 16% -1% 0% -3%
Euro Inflation Linked 29% -0.2% 6% -1% 82% 0%
US Corporate 19% -0.1% 57% -2% 0% -3%
US High Yield 26% -0.4% 56% -1% 0% -2%
£ jopal Bobnds - EUR 74% 0.2% 67% 1% 50% 0%
Emerging Debt 43% 0.1% 41% 0% 15% 2%
Average Equity 42% -0.2% 47% 0.1% 25% -1.0%
'éi‘)’(‘zrg?:come 32% -01% 39% -0.3% 24% 1.5%
Average 39% -0.2% 44% 0.0% 25% -1.2%

Source: Morningstar and Bloomberg data from 31/12/2007 to 29/03/2018.
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Special focus on fund performance

Factor analysis

Developed by Lyxor’s quantitative research team, our new This helps us explain active fund performance when it is
tool has enabled us to analyse active fund risk factor* biases  allied to risk factor performance vs relevant benchmarks.
for each quarter and each universe (left hand side graphs). See the results in the graphs below.
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Graph 3: Euro active funds factors over/under Graph 4: Factors out/underperformance vs.
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Graph 5: Japan active funds factors over/under Graph 6: Factors out/underperformance vs.
weights vs. benchmark benchmark
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Graph 7: EM Equity active funds factors over/under Graph 8: Factors out/underperformance vs.
weights vs. benchmark benchmark
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Source: Lyxor and Morningstar data from 31/12/2017 to 29/03/2018.
*Weighted average results using the MSCI SMALL CAPS INDEX and the following four Risk Factors from J.P. Morgan Equity Risk Primia indices: MOMENTUM FACTOR Long Only
Index, LOW BETA FACTOR Long Only Index,VALUE FACTOR Long Only Index and QUALITY FACTOR Long Only Index.
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Special focus on fund performance

Tough times, wherever you look

Equities

In Q1 2018, 42% of equity active managers outperformed
their benchmark — a decline of 5% on 2017 results. The main
weaknesses were found in biggest, more efficient markets
like the World, Japan, US and Eurozone. Interestingly,
performance also tailed off in some less efficient markets
like US and European small-caps and Italy. The more volatile
environment with increasing correlations following February

market corrections made the job of active managers harder.
In contrast, we saw the biggest improvement in the UK
all-cap universe where 75% outperformed in Q1 2018.
Managers in this area benefited from their slight overweight
to outperforming small-cap stocks and the re-rating of non-
UK exposures as sterling strengthened.

Graph 1: Peer group vs. benchmark relative performance compared to the GBP/EUR exchange rate — UK all caps Equity
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Source: Morningstar and Bloomberg data from 31/03/2017 to 29/03/2018.

This document is for the exclusive use of investors acting on their own account and categorised either as “eligible
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Special focus on fund performance

Fixed Income

Only 32% of fixed income managers outperformed vs.
39% in 2017 — driven largely by the performance of credit
managers where we’ve seen some huge declines in just a
few short months. In 2017, fixed income active managers
slightly improved their performance in a rather difficult
interest rate environment as rates remained rangy after an
increasing at the beginning of the year. Those who did well
on the global bonds as well as on credit areas were able
to benefit from the positive trend of the credit market. The
reversal on this trend on the credit market hurt credit active

managers in Q1 2018. 19% of US corporate bond managers
outperformed vs. 57% last year, meanwhile 24% of their
euro counterparts outperformed (down from 52% in 2017).
High yield bond performance was little better, with less than
1in 4 US high yield bond managers outperforming. Global
bond managers did best (again), as 74% outperformed

—a modest gain on last year’s 67%. Most benefited from
increasing US interest rates and the positive trend for credit
we saw at the very beginning of the year.

Graph 2a: Peer group vs benchmark relative performance
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Source: Morningstar and Bloomberg data from 31/03/2017 to 29/03/2018.

Graph 2b: Peer group vs benchmark relative performance
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Source: Morningstar and Bloomberg data from 31/03/2017 to 29/03/2018.
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Special focus on fund flows

Is the money going
to the right place?

Overall fund flows slowed by 28% in Q1 2018 to
€77bn. Active management suffered the bulk of the
decrease with flows 46% below those of Q4 2017
at €43bn. On the other hand, ETF passive fund
flows continued to increase up 27% at €34bn.

Flows were positive for active equities (up 43%)
despite declining results, and were up by 60% for
passive. The higher pace of passive management

flow growth illustrates the greater confidence
investors have in passive vehicles in many areas.

Flows in to fixed income fell very sharply however. Active
fund flows fell by 82% to €11bn, while passive flows
dropped by 46% to €4bn. This trend aligns with the
poor performance results and an even more challenging
outlook now the credit spread rally has reached its end.

Quarterly Global Europe Active funds and Passive
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Source: Lyxor and Morningstar data in EURbn from 01/01/2015 to 29/03/2018.
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Universe description

Universes

Europe Large Caps

Eurozone Large Caps

Europe Small Caps

Germany Large Caps

France Large Caps
Uk All Caps

Italy Large Caps
Spain Large Caps

Switzerland Large
Caps

Us Large Caps
Us Small Caps
Japan All Caps
World Large Caps

Emerging Markets
Large Caps

China Large Caps

Euro Govies

Euro Corporate

Euro High Yield

Euro Inflation Linked

Us Corporate

Us High Yield

Global Bonds - Eur
Hdg

Emerging Debt

Total

Benchmark

MSCI Europe Net Return EUR Index

EURO STOXX 50 Net Return EUR

MSCI Europe Small Cap Net TR EUR

Deutsche Boerse AG German Stock
Index DAX

CAC 40 Total Return Index
FTSE UK Series FTSE All Share TR
FTSE MIB Net Total Return Index
IBEX 35 Net Return Index

Swiss Exchange Swiss Performance
Index

MSCI USA Net Total Return USD Index
Russell 2000 Total Return Index
Topix Total Return Index JPY
MSCI World Net Total Return USD Index

MSCI Emerging Net Total Return USD
Index

MSCI China Net Total Return USD Index

FTSE MTS Eurozone Government Bond
1G Index (Ex-CNO Etrix)

Bloomberg Barclays Euro Aggregate
Corporate Total Return Index Value
Unhedged EU

ICE BofAML Euro High Yield Index

Bloomberg Barclays Euro Govt Inflation-

Linked Bond All Maturities Total Return |

Bloomberg Barclays US Corporate Total
Return Value Unhedged USD

Bloomberg Barclays US Corporate High

Yield Total Return Index Value Unhedged

uUsSD

Bloomberg Barclays Global-Aggregate
Total Return Index Value Hedged EUR

JP Morgan GBI-EM Gilobal Diversified

Composite Unhedged EUR

Selection Criteria
Morningstar Category Europe Equity Large Cap
Morningstar Category Eurozone Equity Large Cap

Morningstar Category Europe Equity Small Cap

Morningstar Category Germany
Large Cap Equity

Morningstar Category France Large Cap Equity
Morningstar Category UK All Cap Equity
Morningstar Category Italy Large Cap Equity
Morningstar Category Spain Large Cap Equity

Morningstar Category Switzerland
Large Cap Equity

Morningstar Category US Large Cap Equity
Morningstar Category US Small Cap Equity
Morningstar Category Japan Equity

Morningstar Category Global Equity Large Cap

Morningstar Category Emerging Markets Equity

Morningstar Category China Equity

Morningstar Category EUR Governments Bonds

Morningstar Category EUR Corporate Bonds

Morningstar Category EUR High Yield Bonds

Morningstar Category EUR Inflation-Linked Bonds

Morningstar Category US Corporate Bonds

Morningstar Category US High Yield Bonds

Morningstar Category Global Bonds EUR Hdg
& Global Flexible Bonds EUR Hdg

Morninstar Category Global Emerging
Markets Bond - Local Currency

Nb of Funds

805

354

80

72

154

235

121

138

617
71
540

1,252

628

80

135

192

72

33

44

53

108

5,870

AUM (M€)

166,369,604,772

16,375,327,871
7,003,164,709
16,272,359,869

15,545,325,591
85,044,670,487
3,169,973,284

7,876,913,447
42,675,082,893

144,700,812,705
7,383,799,148
73,433,614,508

262,166,106,042

230,613,790,180

21,455,188,457

26,494,006,353

76,104,531,875

15,797,679,215

4,734,566,464

14,541,142,472

35,154,701,707

35,800,936,921

58,470,583,684

1,367,183,882,654

Source: Morningstar data in EUR as of 31/12/2017.
The figures relating to past performances refer to past periods and are not a reliable indicator for future results. This also applies to historical market data.
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Knowing your risk

It is important for potential investors to evaluate the risks described
below and in the fund prospectus on our website www.lyxoretf.com

Capitalw at risk
The capital invested is not guaranteed.

Replication risk

The fund objectives might not be reached due to unexpected events on
the underlying markets which will impact the index calculation and the
efficient fund replication.

Important information

This document is of a commercial nature and not of a regulatory
nature. It is each investor’s responsibility to ascertain that it is
authorised to subscribe, or invest into this product. Prior to investing
in the product, investors should seek independent financial, tax,
accounting and legal advice.

The indexes and the trademarks used in this document are the
intellectual property of index sponsors and/or its licensors. The
indexes are used under license from index sponsors. The Funds
based on the indexes are in no way sponsored, endorsed, sold or
promoted by index sponsors and/ or its licensors and neither index
sponsors nor its licensors shall have any liability with respect thereto.

Lyxor UCITS ETFs referred on this document are open ended mutual
investment funds (i) established under the French law and approved

by the Autorité des Marchés Financiers (the French Financial Markets
Authority) or (i) established under Luxembourg law and approved by
the Commission de Surveillance du Secteur Financier (the Luxembourg
Financial Markets Authority) (CSSF) and authorized for marketing of
their units or shares in various European countries (the Marketing
Countries) pursuant to the article 93 of the 2009/65/EC Directive.

Société Générale, Lyxor AM and Lyxor Asset Management
Luxembourg recommend that investors read carefully the “risk
factors” section of the product’s prospectus and the “Risk and
reward” section of the Key Investor Information Document (KIID). The
prospectus in French for French Lyxor UCITS ETFs and in English for
Luxembourg Lyxor UCITS ETFs and the KIID in the local languages of
the Marketing Countries are available free of charge on www.lyxoretf.
com or upon request to client-services@lyxor.com.

The attention of investors is drawn to the fact that, the prospectus of
Luxembourg Lyxor UCITS ETFs is only available in English.

Updated composition of the product’s investment portfolio is available
on www.lyxoretf.com. | ndicative net asset value is published on

the Reuters and Bloomberg pages of the products, and might also

be mentioned on the websites of the stock exchanges where the
product is listed. The products are the object of market- making
contracts, the purpose of which is to ensure the liquidity of the
products on the exchange, assuming normal market conditions and
normally functioning computer systems. Units of a specific UCITS
ETF managed by an asset manager and purchased on the secondary
market cannot usually be sold directly back to the asset manager
itself. Investors must buy and sell units on a secondary market with
the assistance of an intermediary (e.g. a stockbroker) and may incur
fees for doing so. In addition, investors may pay more than the current
net asset value when buying units and may receive less than the
current net asset value when selling them.

These products include a risk of capital loss. The redemption value of
these products may be less than the amount initially invested. In a worst
case scenario, investors could sustain the loss of their entire investment.

The indices referred to herein (the “Index”) are not sponsored,
approved or sold by Société Générale, Lyxor AM or Lyxor Asset
Management Luxembourg. Société Générale, Lyxor AM and Lyxor

Contact us
ETF.Research@Lyxor.com | +33 (0)1 42 13 59 56

This document is for the exclusive use of investors acting on their own account and categorised either as “eligible
counterparties” or “professional clients” within the meaning of markets in financial instruments directive 2004/39/ce.

Fund liquidity risk
The fund’s liquidity and/or value may be negatively affected by
different factors.

Counterparty risk

The fund shall be exposed to the counterparty risk resulting from the
use of otc for ward financial instruments contracted with a lending
institution.

Currency risk
The ucits etfs are exposed to currency risk, as they may be
denominated in a currency different from the index.

Asset Management Luxembourg shall not assume any responsibility
in this respect.

The accuracy, completeness or relevance of the information which
has been drawn from external sources is not guaranteed although

it is drawn from sources reasonably believed to be reliable. Subject

to any applicable law, Société Générale, Lyxor AM and Lyxor Asset
Management Luxembourg shall not assume any liability in this respect.

The market information displayed in this document is based on data
at a given moment and may change from time to time.

This document does not constitute an offer for sale of securities in the
United States of America. The product herein described will not be
registered under the U.S. Securities Act of 1933, as amended (the “U.S.
Securities Act”) and may not be offered or sold in the United States of
America without being registered or being exempted from registration
under the U.S. Securities Act. This document does not constitute an
offer, or an invitation to make an offer, from Société Générale, Lyxor
Asset Management (Lyxor AM) or any of their respective subsidiaries to
purchase or sell the product referred to herein.

Société Générale is a French credit institution (bank) authorised by the
Autorité de contréle prudential et de résolution (the French Prudential
Control Authority).

Lyxor Asset Management Luxembourg, 18, boulevard Royal L-2449
Luxembourg, is a Luxembourg société anonyme authorized by the

Commission de Surveillance du Secteur Financier as management
company.

Lyxor International Asset Management (Lyxor AM) is a French
investment management company authorized by the Autorité des
marchés financiers and placed under the regulations of the UCITS
Directive (2009/65/CE).

© COPYRIGHT 2014 LYXOR INTERNATIONAL ASSET
MANAGEMENT ALL RIGHTS RESERVED

Notice to UK Investors: This material is issued in the UK by Lyxor
Asset Management UK LLP, which is authorized and regulated
by the Financial Conduct Authority in the UK under registration
number 435658.

Notice to Swiss Investors: This document and the information
contained therein do not constitute an issue prospectus according
to articles 652a and 1156 of the Swiss Code of Obligations (“CO”)
or a listing prospectus according the Listing Rules of the SIX Swiss
Exchange. The products are authorized for the offer and distribution
in Switzerland or from Switzerland pursuant to the Swiss Federal
Act on Collective Investment Schemes (CISA). The Swiss Financial
Market Supervisory Authority FINMA has authorized Société
Générale, Zurich Branch (Talacker 50, Case postale 1928, 8021
ZUrich), to act as Swiss Representative and Paying Agent of the
Funds in Switzerland. The product’s documentation (prospectus,
KIID, articles of association, annual and semi-annual reports) can
be obtained free of charge at the Swiss representative’s office.
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