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Time to spend

The slowdown of the US economy is
confirmed, with mixed prospects. The
opportunity for the Fed to hike rates is
questioned. At this week meeting, the Fed
indeed chose not to pre-commit to a
December rate hike, as it did in 2015...
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No rest for credit risks

In China, the stabilisation in industrial
production growth, the upturn in the property
market and monetary loosening should help
reduce pressures on corporates and local
governments by easing their liquidity
constraints in the very short term. However,
their solvency is not improving, their debt
levels have become even more excessive
over the last year and their capacity to
service their debt remains weak. In this
context, credit risks in the financial sector
continue to rise.
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m The labour market strength held in October = Above par job
creations m Unemployment rate below 5%

Next Tuesday, Americans vote to decide
who will be their next President. They also
will vote for a brand new House of
Representatives and renew a third of the
Senate. Today was published the last
economic data before Election Day, the one
that everybody understands: the
unemployment rate. In October, it was
down below 5%. Four years ago, it was
7,8%, down from a 10% peak in end-2009.
Thanks to that figure, it is possible to say
that the US economy is in a good shape,
that the labour market is consistent with full
employment. On top of that, the most
closely watched measure of wages was up
2.8% yly in October, the fastest pace of
increase since the recession. Such results
should benefit the incumbent. But Barack
Obama is not up for re-election, having
served two mandates. The Democrat
candidate should benefit indirectly, right?
Well, if it were as automatic as this, Al Gore
would have succeeded Bill Clinton in 2000,
and we all know he did not.

This time, the story is a bit different, but the
uncertainty is even higher. Admittedly, the
Obama years have been the time of the
recovery of the worst economic and
financial crisis since the 1930s. If generally
speaking the US economy is in a much
better shape than when Obama became
President, that truth does not hold for every
Americans. They remain numerous without
a job, with an involuntary part-time position,
with a wage not high enough to cover their
needs. America is better, but it could be
much better. So that 4.9% figure everybody
understands can be used by either side. No
doubt it will. Actually, it already begun...
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United States

The US economic slowdown is getting confirmed, with
not so encouraging prospects ahead.

This raises the question of whether it is really the right
time to tighten monetary policy again, and of the opportunity
to use fiscal policy.

The US economic slowdown has been confirmed, despite the
rebound in Q3 GDP (annualised quarterly rate of 2.9%). Given the
sluggish performances of the previous three quarters, this rebound
must be kept in perspective. Between Q4 2015 and H1 2016, growth
was limited to 1%. To offset this weak performance and return to a
trend of 2%, it would have taken Q3 GDP growth of 4.9%. As it turns
out, growth fell short of this mark by 2 points, bringing the average
for the past four quarters to only 1.5%. Moreover, the components of
demand were not very encouraging: Q3 growth was mainly fuelled by
temporary factors, notably inventory building (+0.6-point contribution
to average quarterly growth) and a surge in agricultural exports.
Exports of agricultural products alone contributed 0.9 points to Q3
GDP growth.

Final domestic demand actually slowed to +1.4% in Q3 (from +2.4%
in Q2), an undeniably poor performance after +2.6% in 2014 and
+3.1% in 2015. So far, the slowdown is mainly due to the business
sector, which have cutback spending by 4.1% per quarter since early
2016, after an average increase of 4% in 2014-2015. But household
consumption — and residential investment — is also showing signs of
weakness, and personal income is following an alarming trend. Real
disposable income per capita increased only 1.4% year-on-year in
September, the slowest pace since 2013, when two points were
added to the payroll tax rate. So far, households have chosen to dip
into savings (5.7% of disposable income in September, vs. 6.1% in
2015). If the job market's dynamic momentum is called into question,
however, we cannot rule out the risk of an even sharper slowdown in
household spending.

Slowing demand generally goes hand in hand with an easing of
inflationary pressures. Today, these pressures are non-existent.
Energy prices have rebounded slightly, but most of the effect is
concentrated on the correction of inflation expectations, while though
the upturn in oil prices already seems to have run its course. The
private consumption expenditure (PCE) price index, excluding
energy and food products, has been perfectly steady since the
beginning of the year (1.7% in September). If we use the “market
price” index, which excludes free goods and services, core inflation
even seems to have peaked. As to wages, the latest figures for the
Employment Cost Index point to a slowdown: in the private sector,
the index slowing from 2.1% in 2014 and 2015, to 1.9% year-on-year
in Q3.
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A less accommodating Fed and slower growth
; == Spread between the estimated natural rate
and the Fed funds target rate, using the Wu-Xia shadow rate between 2008
and 2015 to take into account the different waves of QE (inverted r.h.s., %)

4 5
2 4
/\—\ 3

0 — T r
V 2
-2 1
4 0

2008 2010 2012 2014 2016
Chart 1 Sources: FOMC, Laubach-Williams, Wu-Xia, BNPP

This raises the question of whether the time is really ripe for the Fed
to raise key rates. Indeed, the Fed opted not to replay the 2015
scenario in which it virtually pre-committed to a December rate
increase. Following September’s meeting, it had looked like we were
set to see a repeat performance. Over the past six weeks, however,
the battle line seems to have shifted yet again with, on the one hand,
the members of the Board of Governors and their more cautious,
patient approach, and on the other, the presidents of the regional
Feds, who seem hard pressed to continue normalising monetary
policy. Uncertainty over a December rate increase was mainly fuelled
by Eric S. Rosengren’s decision not to reiterate his dissenting vote in
November, but also by the (slight) deterioration in the economic
environment diagnosis, notably for household consumption.

The Fed’s monetary policy might already be too restrictive. According
to one measure of the degree of tightness that we introduced last
week (see chart 1)!, the Fed's monetary policy has been much less
accommodating since fall 2014. As Janet L. Yellen declared during
the September post-FOMC meeting press brief: “With the Fed funds
rate modestly below the neutral rate, the current stance of monetary
policy should be viewed as modestly accommodative”. Some think
that monetary policy has reached its limits, arguing that the Fed’s
extreme interventionism in recent years has actually not allowed the
closing of the output gap.

It is important to keep in mind that the economy reacts to the policy
mix, i.e. to the combination of both monetary and fiscal policy. In
terms of fiscal policy, the brakes were hit hard. Austerity measures
were initially applied at the State and local government levels in
response to the crisis, and in compliance with constitutional laws

" “United States: The sin of certainty”, Alexandra Estiot, Eco Week BNP Paribas,
28 October 2016.
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obliging them to pass balanced budgets. Meanwhile, the federal
government launched a stimulus plan. But austerity rapidly spread to
Washington, too. Excluding interest payments, the general
government deficit2 narrowed from 8.3% of GDP in 2009 to 0.6% in
2015. In six years, the primary deficit narrowed by 7.7 points of GDP
(chart 2), including two years during which austerity was particularly
fierce: 2.1 points in 2012 and 3.1 points in 2013. Household
consumption was particularly hard hit, and slowed to 1.5% in 2012
and 2013. Although GDP growth was more resilient, at least in 2012,
this was mainly due to fixed investment, the vigour of which cannot
be totally unrelated to the Fed’s stimulus policy. Of the countries that
have applied restrictive fiscal policies in recent years3, the United
States ranks 9t for the size of adjustments, with a reduction in the
primary structural surplus of 6.4 points (vs. 3.5 points in the
eurozone). It was also the only country that managed to avoid
slipping back into recession despite austerity. This is another
indication that the Fed’s proactive policies were effective, and that
the policies conducted by Ben Bernanke and Janet Yellen helped
ease the austerity shock.

Today, the fiscal brakes are no longer being tightened, and they
have even been eased ever so slightly. At the federal level, there is a
slight easing trend: the Congressional Budget Office (CBO) foresees
a slight widening of the deficit (to 3.2% of GDP, from 2.5%) over the
course of the current fiscal year. At the State and local level, the pro-
cyclical nature of finances has also allowed a slight easing trend:
after 5 years of cutbacks, State and local government payrolls have
begun rising again since the end of summer 2014. Unless growth
accelerates, however, it is unlikely that much more support will be
provided.

The US economy has also had to face two other headwinds that are
in the process of winding down: the drop-off in oil prices and the
dollar's appreciation. Like fiscal austerity, these factors have not
become growth engines, but are putting less of a drag on the
economy. Assuming that the output gap still has not closed yet, and
that the economy needs to grow at a faster pace than its long-term
potential — which is no longer the case, even using the most
pessimistic estimates of the potential growth rate4 — then some
support is still necessary. It is extremely hard to imagine the Fed
doing much more, unless one believes that signals are an important
part of monetary policy, in which case by skipping the opportunity to
raise rates in December, the Fed would be providing a kind of
support. That leaves the fiscal option...

Although the world is suffering from a savings glut, the same analysis
is less clear in the United States, where the current account balance
still is a deficit. Here we must keep in mind the US dollar’s status as
the international reserve currency, which implies a permanent
external account deficit. For the US, the equilibrium level is certainly
a deficit: before the crisis, this deficit could be estimated at about 3%
of GDP, but it is probably larger today. Since 2012, the external

2 Table F.105-General Government Financial Accounts of the US.

3 Our measure is based on the reduction in the primary structural deficit, i.e. the fiscal
balance excluding interest payments and adjusted for cyclical effects. IMF data (Fiscal
Monitor).

4 Estimates vary. The potential growth rate is 1.6% according to the CBO and OECD,
1.8% according to FOMC members (median of long-term GDP projections) and 1.9%
according to the IMF.

economic-research.bnpparibas.com

Alexandra Estiot

The bank
for a changing
world

American-style austerity
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Chart 2 Source: Federal Reserve
deficit has been smaller than this threshold, but the reason has less
to do with a savings glut than with an investment shortfall. Although
investment surged in 2011-2012, it has slowed ever since. The net
investment rate, i.e. investment minus capital consumption (as a
share of GDP), which measures the increase in capital stock, has
contracted since mid-2014. Granted, part of this adjustment can be
attributed to the commodity sector: the drop-off in oil prices slashed
investment in this industry by two thirds. Excluding this component,
corporate investment has been growing again for the past two
quarters®, albeit at a mild pace. As a share of GDP, it is only slightly
lower than the Q3 2015 peak of 13%. Residential investment is still
far short of its peak (3.5% of GDP, vs. 6.1% in 2005), but it is hard to
see this in a negative light: its corollary is household indebtdness,
and it does not generate productivity gains.

All'in all, the investment shortfall can be blamed on the public sector,
and the federal government in particular. Gross fixed capital
formation by the Federal government has dwindled to 1.4 points of
GDP, from about 5 points of GDP in the aftermath of the Second
World War, and recent budget cuts have only accentuated this trend.
As a share of GDP, the corporate and government GFCF ratio is
currently 15.5%, two points below the average for the second half of
the 1990s. Although some might doubt that the public authorities are
capable of encouraging companies to increase productive
investment — we should never underestimate the power of taxation,
but that's a different argument — there can be no doubt that they
have the capacity to close the investment gap on their own.
Financing constraints are not a valid argument at a time when real
interest rates are much lower than the potential growth rate, and
above all, when US Treasuries are more attractive than ever in a
global savings glut with high demand for secure assets. On top of
that, today’s spending would pay for themselves as fiscal multipliers
on infrastructure expenditure are particularly high, and probably
higher when interest rates are close the their effective lower bound. If
only the balanced budget dogma could be thrown out and the next
president be elected with a friendly Congress... A little hope never
hurts.

5 Gross data. For capital depreciation, we do not have a detailed breakdown by type of
investment.
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China

The slowdown in China's economic growth has paused
since the second quarter of 2016 thanks to stimulus policy
measures.

The stabilisation in industrial production growth, the
upturn in the real estate market and monetary loosening
could help reduce pressures on corporates and local
governments by easing their liquidity constraints in the very
short term.

However, their solvency is not improving, their debt
levels have become even more excessive over the last year
and their capacity to service their debt remains weak.

In this context, credit risks in the financial sector
continue to increase and the performance of commercial
banks deteriorates gradually.

Corporates breathing a little easier

Signs of economic growth stabilisation that appeared in March 2016
have persisted. After bottoming out in January and February,
industrial production growth has remained above 6% in year-on-year
terms (see chart 1). Although this remains very low, the improvement
has been accompanied by a slight upturn in the average
performance of industrial enterprises. Their aggregate profits have
started rising again (+8.4% yly in the first nine months of 2016) after
falling throughout 2015 (-2.3%). Demand for industrial goods has
been boosted by monetary and fiscal stimulus measures (which have
especially helped infrastructure projects, the real estate market and
the auto sector). Commodity prices have rebounded since the start of
the year and producer price deflation has eased gradually, eventually
turning slightly positive in September (+0.1% y/y vs. -5.9% in
December 2015).

However, the situation in the industry remains very fragile, and there
are wide variations between different sectors and different types of
corporates. In particular, state-owned enterprises are much less
profitable than their private-sector peers (their profits rose by only
2.6% yly in the first nine months of 2016, after they fell by 21.9% in
2015) because of their lower productivity, higher indebtedness and
greater exposure to sectors suffering from large production excess
capacities. These difficulties, along with the durable weakening in
China’s export prospects, have continued to constrain manufacturing
investment growth (+3.1% yly in nominal terms in the first nine
months of 2016, after reaching an all-time low of 2.8% in January-
August 2016).

In the real estate sector, similarly, the situation has improved but
remains fragile. After the authorities loosened monetary policy and
macroprudential rules on property transactions and lending, growth
in sales volumes has accelerated (+26.9% yly in the first nine months
of 2016 vs. 6.5% in 2015) and house prices have rebounded in a
growing number of cities.
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The average increase in house prices in China's 70 largest cities was
9% yly in September 2016 vs. 0.2% in December 2015. Of those 70
cities, only six showed a year-on-year decline in September, vs. 48 in
December 2015. In fact, major regional differences weigh on the
sector's prospects. Signs of a property bubble have emerged in
several large cities, prompting the authorities to tighten
macroprudential rules, while smaller cities are seeing very moderate
price growth and some still have a stockpile of unsold homes. In the
short term, however, the upturn in activity and prices in the property
market should give corporates operating in the sector some
breathing space, and support real estate investment (+6.3% yly in
the first nine months of 2016 vs. +2.4% in 2015).

The market rebound has also benefited local government finances,
as their proceeds from land sales increased by 14% yly in the first
eight months of 2016 after collapsing in 2015. The upturn in tax
revenue from the real estate sector has also partly offset the weaker
performance in other sources of tax receipts. In addition, local
governments also continued their debt swap programs in 2016,
increasing bond issues in the local market in order to refinance bank
loans at lower interest rates and longer maturities.

However, credit risks continue to increase

The recent stabilisation in economic growth and the upturn in the real
estate market, along with monetary loosening (with the weighted
average interest rate on loans declining from 5.9% in 2015 t0 5.3% in
H1 2016), should give corporates and local governments some
respite by reducing their liquidity constraints in the very short term.
However, their solvency is not improving. Their debt levels have
become even more excessive, with domestic credit growth
accelerating again since mid-2015. This rebound has remained
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moderate, and credit growth has even slowed again since Q2 2016,
showing that the monetary authorities and creditors are more
cautious given the excess debt of borrowers and loan quality
deterioration. However, total credit outstanding still grows much
faster than nominal GDP (see chart 2). This means that the domestic
debt-to-GDP ratio has continued to rise; it was estimated at 210% at
the end of Q3 2016 vs. 202% at end-2015 (including the private
sector, local governments and their financing vehicles, but excluding
the central government). Within that total ratio, household debt
accounts for only 40% of GDP.

In addition, the local government and corporate sectors still have
deep-seated structural weaknesses (production excess capacity,
distortions in the real estate market, inefficient SOEs, governance
problems, for instance) while certain reforms that are vital to shift the
economy to a more balanced and less credit-dependent growth
model (such as the strengthening of governance or the effective
implementation of fiscal reforms) have been delayed this year as the
authorities have given priority to stimulus policy measures.

With debt levels worsening and profitability still hampered by
structural weaknesses, corporates’ capacity to service their debt
remains weak (even though their cash positions could improve in the
very short term). It has deteriorated sharply since 2010. On the basis
of calculations made by the IMF on a sample of listed companies, the
median debt/EBITDA (earnings before interest, taxes, depreciation
and amortization) ratio more than doubled between 2010 and 2015.
The real estate, mining and steel sectors are the most fragile,
showing both the highest median debt/EBITDA ratios and the highest
proportions of debt owed by loss-making companies. The IMF
estimates that “debt at risk” (i.e. debt held by companies that lack
sufficient revenues to cover debt interest payments, i.e. with an
EBITDA/interest expense ratio of less than 1) accounted for 14% of
total debt (for a sample of firms) in 2015, compared to 4% in 2010.
Against this background, corporates have had growing difficulties to
pay their suppliers, payables days have increased (transmitting
stress across the economy), non-performing loans have grown in
bank balance sheets and default risks have spread to non-bank
financial institutions and to the bond markets. Equity markets are
obviously also affected by the deterioration in listed companies'
average solvency and the rise in credit risk (for example through the
rise in share-collateralized lending).

The banking sector's performance is deteriorating

The official Non-Performing Loan (NPL) ratio for commercial banks
was 1.75% in June 2016. It is still very low, but it has risen steadily
since June 2012, and the total stock of NPLs has more than tripled
since that date (increasing by 51% in 2015 and 32% in H1 2016). In
addition, the official NPL ratio only partly reflects the true state of
banks' asset quality. For example, the ratio rises to 5.5% if “special-
mention loans” are included. Moreover, banks have taken a whole
series of measures to prevent it from worsening further (refinancing,
write-offs, transfers to asset management companies and, recently,
NPL securitization). Finally, official NPL figures do not take into
account the credit activities of shadow banking institutions, which
equal at least a fifth of commercial banks' "formal" loans and post a
lower quality on average.
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The deterioration in asset quality and the rise in credit costs in the
banking sector will continue. Banks' profitability is under pressure
and their liquidity and solvency ratios are worsening gradually.
However, these ratios remain solid. Although the risk of systemic
problems spreading across the entire financial sector is higher today
than it was five years ago, it is sharply mitigated by two key factors
that still currently persist; firstly, the banking system still has a very
comfortable liquidity position (large customer and deposit base, low
loan/deposit ratios, little reliance on external financing), and secondly,
the central government still provides very strong support to the main
state-owned commercial banks (which account for around 60% of
total bank assets).
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GDP Growth Inflation Curr. account / GDP Fiscal balances /| GDP

En % 2015 2016e 2017e 2015 2016e 2017e 2015 2016e 2017e 2015 2016e  2017e
Advanced 1.9 1.4 1.3 0.3 0.7 1.5
United States 2.6 1.5 1.6 0.1 1.3 2.3 -2.5 -2.6 2.7 2.5 -3.1 -3.1
Japan 0.5 0.4 0.1 0.8 0.2 0.5 3.3 3.6 32 -4.5 -4.3 -3.9
United Kingdom 2.2 1.6 0.7 0.1 0.6 2.4 -5.4 -5.9 -4.4 -4.1 -3.6 -4.4
Euro Area 1.9 1.5 1.1 0.0 0.2 1.0 3.2 2.9 2.7 2.1 2.1 -1.9
Germany 1.5 1.8 1.3 0.1 0.3 1.1 8.6 8.2 7.5 0.7 0.3 0.1
France 1.2 1.3 1.0 0.1 0.4 1.2 0.2 0.2 0.4 -3.5 -3.4 -3.1
Italy 0.6 0.8 0.3 0.1 0.1 0.9 2.2 2.2 21 -2.6 2.8 2.8
Spain 32 3.1 1.9 -0.6 0.4 1.2 1.4 1.2 1.0 5.1 -4.6 3.5
Netherlands 2.0 1.8 1.3 0.2 0.1 0.8 8.5 8.5 8.1 -1.9 -1.2 -0.8
Belgium 1.4 1.2 1.5 0.6 1.5 1.5 0.8 1.3 1.5 -2.5 2.7 -2.3
Portugal 1.6 1.0 1.1 0.5 0.8 1.2 0.8 0.6 0.4 -4.2 2.9 2.7
Emerging 4.1 4.2 4.9 5.9 6.5 5.5
China 6.9 6.6 6.3 1.4 2.0 2.2 3.1 2.6 1.9 2.4 -3.0 -3.2
India 72 7.9 8.3 4.9 5.4 5.0 -1.3 -1.1 -1.3 -4.1 -3.9 -3.5
Brazil -3.8 -3.0 2.0 9.0 8.8 5.0 -3.3 -1.0 -1.5 -10.3 -10.1 9.4
Russia 3.7 0.0 22 15.6 7.1 5.4 5.2 2.8 35 2.4 -3.4 2.2
World 31 3.0 3.3 3.5 4.0 3.8
Source : BNP Paribas Group Economic Research (e: Estimates & forecasts)
Interest rates 2016 2017
End period Q1 Q2 Q3 Qée Qle Q2e Q3e Q4e 2015 2016e 2017e
us Fed Funds 0.25-0.5 0.25-0.5 0.25-0.5 0.50-0.75: 0.50-0.75 0.50-0.75 0.50-0.75 0.50-0.75; 0.25-0.5 0.50-0.75 0.50-0.75

3-month Libor $ 0.63 0.65 0.85 0.85 0.90 0.90 0.95 0.95 0.61 0.85 0.95

10-y ear T-notes 1.79 1.49 1.61 1.60 1.60 1.55 1.55 1.50 2.27 1.60 1.50
EMU  Refinancing rate 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.05 0.00 0.00

3-month Euribor 0.24 -0.29 -0.30 -0.30 -0.30 -0.30 -0.30 -0.30 -0.13 -0.30 -0.30

10-y ear Bund 0.16 -0.13 -0.19 -0.20 -0.20 -0.20 -0.20 -0.20 0.63 -0.20 -0.20

10-year OAT 0.41 0.20 0.12 0.10 0.20 0.10 0.10 0.10 0.98 0.10 0.10

10-year BTP 1.23 1.35 1.19 0.90 0.90 0.90 0.80 0.80 1.60 0.90 0.80
UK Base rate 0.50 0.50 0.25 0.10 0.10 0.10 0.10 0.10 0.50 0.10 0.10

3-month Libor £ 0.59 0.56 0.38 0.20 0.30 0.35 0.35 0.35 0.59 0.20 0.35

10-y ear Gilt 1.42 1.02 0.76 0.65 0.65 0.65 0.70 0.80 1.96 0.65 0.80

Japan Overnight call rate -0.00 -0.06 -0.06 -0.10 -0.10 -0.10 -0.10 -0.10 0.04 -0.10 -0.10
3-month JPY Libor 0.10 0.06 0.06 0.05 0.05 0.05 0.05 0.05 0.17 0.05 0.05

10-year JGB -0.04 -0.23 -0.08 -0.10 -0.15 -0.15 -0.15 -0.15 0.25 -0.10 -0.15
Exchange rates 2016 2017
End period Q1 Q2 Q3 Qée Qte Q2e Q3e Q4e 2015 2016e 2017e
USD EUR/USD 1.14 1.11 1.12 1.08 1.12 1.10 1.07 1.05 1.09 1.08 1.05
usb/ JPY 112 103 101 108 106 108 115 120 120 108 120
EUR EUR / GBP 0.79 0.83 0.87 0.84 0.86 0.84 0.79 0.77 0.74 0.84 0.77
EUR / CHF 1.09 1.08 1.09 1.12 1.13 1.14 1.15 1.16 1.09 1.12 1.16
EUR/JPY 128 114 114 17 119 119 123 126 131 17 126

Source : BNP Paribas Group Economic Research / GlobalMarkets (e: Estimates & forecasts)
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United States: The sin of certainty

Russia: A budget constrained

Eurozone: ECB: Waiting for December

Austria: Worrisome trends

United States: In the name of credibility, but which one ?
France: The CICE tax credit must still prove its worth
Eurozone: Budget season

France: Economic indicators are turning green

Germany: Slowing growth but peaking confidence

France: A constrained budget

United States: Rich, deep, serious

Eurozone: ECB: The PSPP parameters

Japan: Monetary policy: let's give it another try

France: Growth prospects and confidence

United States: The meaning of prudence

France: Labour market: a mild but virtuous improvement
United States: Who pays the ferryman? On the disappearance of the treasury
market risk premium

Eurozone: ECB: the status quo, for the time being
Emerging countries: Is the restart of portfolio investments justified?
United States: Jackson Hole 2016 : conventional monetary policy redefined
Eurozone: Summer's end

France: Growth hits another snag

Global: A midsummer month’s dream

European Union: A transitional phase for bail-ins

United States: Not this time either

Eurozone: ECB: See you in September

France: Brexit: economic repercussions

United Kingdom: UK banks facing the Brexit test

South Korea: Small reforms

France: The state of the recovery

Spain: In search of a coalition

Emerging markets: Hangover

United Kingdom: After the referendum

Global: TTIP, a challenging obstacle course

Eurozone: TLTRO-II, a weapon of choice

Germany: Low rates and savings behaviour of households
Global: The rise in the price of oil: short term relief, longer term concern?
France: Loss of momentum?

Eurozone: Patience and cautious optimism

Germany: Savings surplus harms growth potential

Global: Updated economic forecasts: The challenge of 2017
Eurozone: A reverse snowball effect

Eurozone: A slightly less buoyant environment

Greece: A compromise will provide some relief

United States: At a crossroads

Eurozone: ECB: a race against time

Spain: The persistent labour market duality

Global: Helicopter money

United States: Déja vu?

European Union: The Juncker Plan is still on track

France: Stable business climate masks contrasting trends
China: Public finances under pressure

United States: Stripped to the core

4 November 2016 — 16-38 8



BNP PARIBAS

>

Group Economic Research

m William DE VIILDER

Chief Economnist

= Jean-Luc PROUTAT

Head

m Alexandra ESTIOT

Works coordination - United States - United Kingdom - Globalisation

= Helene BAUDCHON

France (short-term outlook and forecasts) - Labour markets

m frédérique CERISIER

Euro Area - European Institutions and governance - Public finances

= Thibault MERCIER

France (structural reforms) - European central bank

= Manuel NUNEZ

Japan, Ireland - Projects

m (Catherine STEPHAN

Spaln, Portugal - World trade - Education, health, social conditions

= Raymond VAN DER PUTTEN

Germany, Netherlands, Austria, Switzerland - Energy, climate - Long-term projections

m Tarik RHARRAB

Statistics and Modelling

B laurent QUIGNON

Head
& (Céline CHOULET
8 Thomas HUMBLOT
laurent NAHMIAS

B Francois FAURE
Head
B Christine PELTIER

Deputy Head - Greater China, Vietnam - Methodology

e ALBY
speaking countries)
in BELLEFONTAINE
Brazil, Mexico, Central America - Methodology
RACINO-GUERIN

sh and Portuguese speaking countries)
= Ppascal DEVAUX

lkan countries - Scoring

o

\merica, Carlbbean countries

= Michel BERNARDINI

Public Relation Officer

+33(0)1 55 77 47 31

+33,(0)1.58.16.73.32
+33,(0)1.58.16.81.69
+33,(0)1.58.16.03.63
+33(0)1.43.16.95.52
+33,(0)1.57.43.02.91
+33,(0)1.42.98.27.62
+33,(0)1.55.77.71.89
+33,(0)1.42.98.53.99

+33,(0)1.43.16.95.56

+33,(0)1.42.98.56.54

+33,(0)1.43.16.95.54
+33,(0)1.42.98.44.24
+33,(0)1.40.14.30.77

+33,(0)1 42 98 79 82
+33,(0)1.42.98.56.27
+33,(0)1.42.98.02.04
+33,(0)1.42.98.26.77
+33,(0)1.55.77.80.60
+33,(0)1.43.16.95.51
+33,(0)1.42.98.48.45
+33,(0)1.42.98.33.00
+33,(0)1.58.16.05.84

+33,(0)1.42.98.74.26

+33(0)1.42.98.05.71

The bank
for a changing
world

william.devijlder@bnpparibas.com

jean-luc.proutat@bnpparibas.com
alexandra.estiot@bnpparibas.com
helene.baudchon@bnpparibas.com
frederique.cerisier@bnpparibas.com
thibault.mercier@bnpparibas.com
manuel.a.nunez@bnpparibas.com
catherine.stephan@bnpparibas.com
raymondvanderputten@bnpparibas.com

tarik.-rharrab@bnpparibas.com

laurent.quignon@bnpparibas.com

celine.choulet@bnpparibas.com
thomas.humblot@bnpparibas.com
laurent.nahmias@bnpparibas.com

francois.faure@bnpparibas.com
christine.peltier@bnpparibas.com
stephane.alby@bnpparibas.com
sylvain.bellefontaine@bnpparibas.com
valerie.perracino@bnpparibas.com
pascal.devaux@bnpparibas.com
anna.dorbec@bnpparibas.com
helene.drouot@bnpparibas.com
johanna.melka@bnpparibas.com

alexandrawentzinger@bnpparibas.com

michel.bernardini@bnpparibas.com



e

y

o

Eco

CONJONCTURE

Eco

PERSPECTIVES

BNP PARIBAS

BNP PARIBAS

CONJONCTURE

Structural or in the news flow, two issues analysed in
depth

Analyses and forecasts for a selection of emerging
economies

Analyses and forecasts for the main countries,
emerging or developed

ECOFLASH

Data releases, major economic events. Our detailed
views...

ECOWEEK

Weekly economic news and much more...

ECOTV

In this monthly webTV, our economists make sense
of economic news

ECOTV WEEK

What is the main event this week? The answer is in
your two minutes of economy

You can read and watch our analyses
on Eco news, our iPad and Android application

The bank
for a changing
world

The information and opinionscontained in this report have been obtsined from, orsrebasedon public sources believed to be
relisble, butno representstion orwarranty, express orimplied, is made thatsuchi = up todste
and it should notberelied upon as such. Thisreport does ste anofferor to buy or sell sny securities or
otheri .ltdoes not advice, nor financial research or analysis. Information and opinions
containad in the report are not to be relied upon as suthoritstive ortaken in substitution for the exercise of judgement by any
recipient; they are subject to change without notice and not intended to provide the sole basis of any evalustion of the
instrumentsdiscussed herein. Any reference to past perfformance should notbe taken as an indicstion of future performance. To
the fullest extent permitted by law, no BNP Paribas group compsny accepts any liability includingin for
any direct or consequentisl loss arising from any use of or reliance on material contained in this report. All estimates and
opinions includad in this report are made as of the date of this report. Unless otherwise indicsted in this report there is no
intention to update this report. BNP Panbas SA and its sffiiates (collectively “BNP Paribas”) may make s market in, or jngy, as
principal or agent, buy or sell securitiesof any issuer or person mentioned in this report or derivatives thereon. BNP Paribas
may have a financisl interestin anyissuer or person mentoned in this report, including s long or short position in their securtes
and/oroptions, futures or other derivstive instruments based thereon. Prices, yields and other similarinformationincluded in ths
report are ded for inf N fsciors will sffect market pricing and there is no oertsmty that
tmnsscbonsewldbeexacutdstthese prices. BNP Paribas, i g its officers ploy may senve orh. ved a5
an officer, directororin an sdwsa'ycsnscnyforany person ment:oned in this report. BNP Paribas may, from time to time,

solicit, perform orhawe per: banking, g or other services (including scting as adviser, manager,

underwriter or lender) within the last 12 monthsfor any person referred to in this report. BNP Paribas may be s party to an
sgreement with any person relating to the production of thisreport. ENP Paribas, may tothe exient permitted by law, have acad
upon orused the informstion contsined herein, orthe research or anslysis onwhich it was basad, before its publication. BNP
Paribas may receive orintend to seek compensation for investment banking services in the next three months from orin relaton
to any person mentioned in this report. Any person mentioned in this report may have been provided with sections ofthis report
prior to its publication in order to verify its factual accuracy.

BNP Paribss is incorporated in France with limited liability. R d Office 16 B ddes Italiens, 75009 Paris. This repot
‘was producad bys BNP Parbas group company. This report is for the use ofintended recipients and may not be reproduced in
whole orin part) ordelivered or transmitted to any other person withoutthe priorwritten consent of BNP Paribas. By accepting
this document you agree to be bound by the foregoing limitations.

Certain countries within the European Economic Area:

This report has been spproved for publicstion in the United Kingdom by BNP Paribas London Branch. BNP Paribas London
Branch is suthorised and supervised bythe Autorité de Contréle Prudentel and suthorised and subjectto limited regulstion by
the Financial Services Authority. Details of the extentof our suthorisation and regulstion by the Financisi Services Authority s=
svailable from us on request.

This report has bean approved for publicstionin France by ENP Paribas SA. BNP Paribas SA is_incomorated in France with
Limited Lisbilityand is suthorised by the Autorité de Contrdle Prudentiel (ACP) and regulated by the Autorité des Marchés
Financiers (AMF). Its head office is 16, boulevard des Itafiens 75009 Paris, France.

This report is being distributed in Germany either by BNP Paribas London Branch or by BNP Paribas Niederassung Frankfurt
amMsin, s branchof BNP Paribas S.A. whose hesd office is in Paris, France. BNP Paribas S.A. — Niederiassung Frankfurt am
Msin, Europs Allee 12, 60327 Frankfurt is suthonised sndsupervtsed by theAulome de Contrdle Prudentiel and it is suthorised
and subject to limited lation by the Bund filr Fi f (BaFin).

United States: Thisreport is being distibuted to US persons by BNP Paribas Securities Corp., or by a subsidiary or sffiliste of
BNP Paribas thatis not registered as a US brokerdesler. BNP Paribas Securities Corp., 2 subsidiary of BNP Paribss, is s
broker-desler registerad with the U.S. Securities and Exchange Commission and s member of the Financisl Industry Regulstory
Authority and other principal exchanges. BNP Paribas Securities Comp. accepts responsibility for the content of a report
prepared by another non-U.S. sffiliate only when distributed to U.S. persons by BNP Paribas Securities Corp.

Japan: This report is being distributed in Japan by BNP Paribas Securities (Japan) Limited or by s subsidiary or affiliate of BNP
Paribas notregistered ass finandslinstruments firm in Japan, to cersin finandslinsttutions defined by article 17-3, item 1 of
the ansnmal Instruments and Exchange Law Enforcement Order. BNP Parnbas Securities (Japan) Limited is a financisl
ing to the Financial Instruments and Exchange Law of Japan and a member of the Japan
SecunbesDes&ersAssoaabon and the Financial Futures Assocation of Japan. BNP Paribss Securities (Japan) Limited acoepts
ibility for th: ntent of a report prepared by another non-Japan sffiiate only when distributed to Japsnese based fims
by BNP Panbas Securities (Japan) Limited. Some of the foreign securities ststed on this report are not disclosed sccording to
the Financis! Instruments and Exchange Law of Japan.
Hong Kong: This report is being distribuied in Hong Kong by BNP Paribas Hong Kong Branch, a branch of BNP Paribas whose
head office is in Paris, France. BNP Paribas Hong Kong Branch is registerad ss a Licensed Bankunder the Banking Ordinance
and regulsted by the Hong Kong Monetary Authority. BNP Paribss Hong Kong Branch is aiso s Regisierad Insttution reguisted
bythe S riftes and Futures 1 for the conduct of Regulsted Activity Types 1, 4 and 6 under the Securities and
Futures Ordinance.
So all the information reported in this document may aiready have been publishedon

@ BNP Paribas (2015). All ights reserved.

© BNP Paribas (2015). Al rights reserved.

Prepared by Economic Research — BNP PARIBAS

Registered Office: 16 boulevard des Italiens — 75009 PARIS

Tel : +33(0) 1.42.98.12.34

Internet : www.group.bnpparibas.com - www.economic-research.bnpparibas.com

Publisher: Jean Lemierre
Editor : William De Vijlder


http://www.group.bnpparibas.com/
http://www.economic-research.bnpparibas.com/

	1. 1re page 16.38.ENG
	2. EW.US.16.38.ENG
	3. EW.CHINA.16.38.EN
	4. RevueMarches.16.38.ENG
	5. Prévisions.16.38.ENG
	6. EW Dernières Publications.16.38.ENG
	EE_dernierespagesEN_ext

