


Outlook 2022
‘Slowflation’ episode but the recovery still has legs
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AG in a nutshell

We insure

1824 197 yea_rs]_o 2021
| of expertise

Q
=

1/3 complementary pensions

1/7 cars

o
o

1/4 homes

1/2 families

Nearly 50% of all households in Belgium are

AG customers
Integrated distribution model covering
bancinsurance, brokers and B2B

Strong Solvency Il margin
Shareholders

/5% Ageas

Key figures for 2020

Total inflow EUR 6.1 billion
Life EUR 4 billion
Non-life EUR 2,1 hillion

Total investment portfolio EUR 78,7 billion (09/2021)

Net profit EUR 547 million
Solvency margin (31/12) 195%

Headcount 4,360 employees

Market share
Y.t Y.t Y.t
other other okier

- #l #2
22.3% 16.3%
Total Non-Life

Source: Assuralia 2020
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MolieEaESE High vaccination is the way to manage this crisis

Average daily new case per week vs vaccination rate Share of people vacceinated against COVID-19, Nov 20, 2021
Alternative definitions of a full vaccination, e.g. having been infected with SARS-CoV-2 and having 1 dose of a 2-dose protocol, are ignored to maximize
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Global Growth has reached its peak but remains strong

Manufacturing order books

Composite PMIs . -

——EC manufacturing confidence order books (LH) ——15M manufacturing business backog of orders (RH}
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EA GDP growth & economic sentiment

ing indicators

US GDP growth & lead
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Inflation Higher and partially more persistent

EA inflation components
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Inflation High pressure to cool down but not quickly

51 US survey-based inflation expectations
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European Semiconductor inventory position is improving
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SIUNPIEREI Gl [sHll - <(cnd the cycle and enhance productivity

. Offsetting savings
. Front-loaded spending Dercent o GOP
EU real GDP effects of Next Generation EU (%) Percent of GOP Percent of GDP ”*’“"‘ , PercemvfGD:o
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Climate change

Average annual incremenal demand for global net zero by 2050 (Mt)

Delayed Action on Carbon Prices Would Mean Higher
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Around $6 trillion of Green Capex annually is needed globally to meet Net Zero, Infrastructure and Clean Water goals 30
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Huge capex needed creating inflationary pressure
Transition potentially positive for DM/EU



No stagflation but ‘slowflation’ for a while
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US GDP growth pattern

Eurozone GDP growth pattern
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VEIRRREMGRE:REEM ©2cc case - normalization of the economy

SCENARIO

PROBABILITY OF
OCCURENCE

Description

Economicimpact

Central banks

Equities

Interest rates/

Corporate spreads

Government spending

CONVERGENCE TOWARDS LONG TERM TREND

Transition from strong recovery to sound
expansion. Inflation softens but settles higher to
pre-Covid levels.

NORMALIZATION

GDP expansion, increasing purchasing power and
higher investments, stable deficits and debt levels.

Removing gradually liquidity support and raising
gently interest rates as inflation remains contained.

Constructive environment, steady earnings growth,
slightly lower-to-stable valuation multiples (P/E).

Short-term and long-term yields moderately up
over time. Corporate/peripheral spreads remain
subdued.

Some budgetary leeway.

SOFT STAGFLATION ECULAR STAGNATION

Lasting economic effects from the pandemic,
disappointing recovery plans, geopolitical and free
trade issues.

RETURN TO THE MID 2010s

Reopening peters out, bottlenecks remain, high raw
materials, food & energy prices, environmental issues.
STICKY INFLATION

GDP stagnation, fading purchasing power and capex as a Sluggish GDP growth, purchasing power stagnation,
result of price increases, strong deficits and higher debt loss of confidence, moderate deficits but high debt
levels. levels

Renewed action at a higher speed but becoming less
and less effective over time to achieve goals.

Behind the curve with a big dilemma : let it loose or
combat inflation ? Perhaps first before second.

Challenging environment, disappointing earnings growth Supportive monetary policy, poor earnings growth
(margin squeeze) and lower valuation multiples (P/E (lack of sales growth), higher risk premium likely (P/E
compression). compression).

Strong downward pressure on safe haven yields.
Corporate/ peripheral spreads volatility buffered by
central bank action.

Short-term rates significantly up driving also long term
yields up. Corporate/peripheral spreads widening.

Big dilemma : austerity or big government ? Perhaps

Big government in action.
's BOV nacti both.

Covid manageable

Covid problematic




Central banks Path towards gradual normalization

Core CPI projections

Implied policy rate Fed
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Bond yields Higher yields expected, especially in the US

Fed funds & yield curve shape us 'V]E|d curve

25

: o P ———

S

3 100 1
2 50
0.5
1 o
o
0 -50 7
2 3z 2 = 3 B3 8 5 ¥ LT 8 oz omow T o4OW DR AR A i i o s r e
= 2 2 8 2 8 g 2 8 8 g 2 g 33 2 g 2 8 2 3 z =
F - - - - - - - - - - - - - - - - - — LT 2T Forward 120 — ees=fForgard 240 es—fForyard 360
Fed funds (LH} UST 10Y-2Y (RH)

ECB deposit rate & yield curve shape German yield curve

4 250 o1
(4]
35
200 01
3
0.2
25
150 03
2
-0.4
15 100
05
1
) 0.6
50
05
0.7
0
g 28838 385 8282 3 5 3 39 5 2 2 8 o s
s ¥ 5 8 8 8 5 3 5 8 85 8 8 85 83 8 5 5 5 © =
S o o e A e e s e wd e e el e e ek e e e 0.9
oy oy oy o oy Lar] o oy oy oy oy oy oy oy L] el o oy oy oy oy o
-1 -50 — TR m—Foryand 170 e—foreard 240 e—Forgard 360

——FCE deposit rate (LH) e B iy 10Y-2Y (RH)




Bond yields
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Historically, deleveraging has always been helped by yields being below nominal GDP growth
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Corporate bonds Some limited relative value left

Euro IG corporate yield (%) by sector
Euro high yield swap spread
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Equities Constructive over the medium term

MSCI EMU valuation
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AR Strong earnings growth driving expected performance

Annual total return breakdown MSCI EMU Annual total return brekadown S&P 500
200 400

200 200
b B | I - I I I I
l - ] I ] - =

l .

0.0
-100
-10.0
-200
-200
-300
-30.0
W Dividend ® Price -400
00 mDividend mPrice
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021YTD -500
28 85 213 287 13 140 206 27 56 109 55 134 120 266 03 249 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 017 018 018 020 2021YTD
caGR VG 158 56 370 265 151 21 160 324 137 14 120 28 44 315 184 62
59 7.8 CAGR AVG
109 123
Annual total return breakdown M5CI EMU Annual total return brekadown S&P 500
800 500
400
60.0
300
400
200
200 0o
00 I— I. -_ l_ _l I_ 0o -
1 -100
-200
-200
W Earnings M Valuation (P/E)
400 mEamings m Valuation (P/E)
2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 YTD 00
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021YTD




Key takeaways

» Growth facing some headwinds but not derailed
 Virus not eradicated but health systems more resilient thanks to increasing vaccination rate
Past peak growth momentum but still robust going forward
Higher for longer inflation as softening pace will take more time
EU better positioned to benefit from recovery plan and climate change transition
Convergence of growth and inflation towards long-term trend
» Central banks under pressure but not way behind the curve
* Fed winding down asset purchase, advancing prospect of rate hike cycle to start in H2 2022
- ECB pushback early tightening but inflation expectations are on the rise
» Limited appeal in fixed income
« Upward pressure on rates/yields more in the US (curve flattening) than in the EA (parallel shift)
- Some limited relative value left in corporate bonds
» Constructive on equities over the medium term
« Macro environment supportive to earnings & dividends growth with still some upward potential
* Moderate positive return looks achievable (as valuations are less lofty than last year)



AG’s investment
strateqgy

Wim Vermeir
Chief Investment Officer




Total Balance Sheet

5,58 4,34 Real Estate
[] a 0,
78,7 Billion >
11,87
AG

)

the largest
institutional
investorin

Government
related Bonds
47%

Loans
22%

Belgium

56,96

Corporate
Bonds

= Non-Life w=B21 Life B23 Life = Equity 17%

Source: AG 09/2021 (in billion EUR)



Asset allocation evolution

Asset allocation Evolution
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The SRl process

Wim Vermeir
Chief Investment Officer

26




The SRl process

Financial embargo
We eXClUde e el | Gambling || Food derivatives |

‘ Unconventional oils & gas: artic drilling,oil sand,shale oil&gas ‘

+
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+
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Criteria indicated in yellow are new since September 2021

These activities and
countries are fully excluded in
our portfolios.

We do not only analyse the
financial figures but also the
environmental, social and
governance risks.

We are in dialogue with
companies we are invested in.
We demand transparency and
incite more commitment to
sustainable objectives. We
focus mainly on the energy
sector and major investments.

We offer sustainable products
with Towards sustainability
label for clients who want
more in terms of
sustainability.




Key takeaways

» Focus on illiquid loans like infraloans, mortgages and social housing

» Gradual increase in equity

» Integrated sustainable and responsible approach






