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Summary

France

Some growth, but little progress on
structural imbalances

The latest confidence surveys are
encouraging and point to another quarter
of strong growth, estimated at about 0.4%
q/q in first-quarter 2017. The European
Commission’s latest in-depth review is
more mixed as it highlights the limited
progress that has been made in terms of
structural imbalances.
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Mexico

Factoring in the T factor

Mexico is in the frontline of the new US
administration’s swerve towards

protectionism and anti-immigration policies.

Our simulations show that the
implementation of Donald Trump's
programme may lead to a contraction in
Mexico’s GDP in 2018.
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world

No news, fake news

=Donald Trump has repeated his campaign promises, but with no
more detail =The prospect of a fiscal stimulus looks further off

On 28 February, Donald Trump made his
first appearance before the Congress and
announced the next steps. Surprises and

details were equally scarce. The new US S

President promised "big, big cuts" in

business tax, and a "massive tax cut for

the middle class". The desire to repeal 8

Obamacare was confirmed yet again, but

still without any details on how to solve

the puzzle of unpicking this law.

On infrastructure, the lack of detail is still 7

dazzling. The USD 1 trillion target was

confirmed, alongside the principle of

mixed financing, but that was as far as it

went. A single detail stood out: new 6 ' ' '
pipelines, construction of which had been 1999 2005 2011 2017

prohibited for environmental reasons,
recently authorised by Donald Trump will

be included in the figures for new
infrastructure spending. THE WEEK ON THE MARKETS
is i ' ?
Whe.n is it qullc money' Althoygh . Week 24-2 17 > 2-3-17
nothing detailed was said on this topic we

Source: US Bureau of Economic Analysis

Market overview did learn that sequesters on military 2Rt G la bl
> Page 5 spending would be removed, suggesting 7 S&P 500 2367 b 2382 4.6 %
that those on other areas would remain. 2 Volatiity (VIX) "5 » 118 +03 %
Summary of forecasts In short, not one extra cent of public 7 Euribor 3M (%) -0.33 » -0.33  +0.0 bp
» Page 6 funds will be spent and the policy of 2 Libor $ 3M (%) 1.05 » 109  +3.9 bp
spending reductions is not set to change. 2 OAT 10y (%) 092 » 092 +02 bp
A retrouver dans This leaves us with USD 54 billion 2 Bund 10y (%) 019 » 031 +12.4 bp
E increase in m|I|ta.ry spendmg. Evgn AUSTL A0y (%) 232 » 249 +17.2 bp
cO assuming that this comes immediately o Eurovsdollar 106 » 105 .04 o
—— and that there is a fiscal multiplier of 4, ’ ' ’
TV WEEK the boost to the US economy would be N Gold (ounce, §) 1255 b 1242 4.1 %
0.3 of a point of GDP. N Oil (Brent, $) 56.1 » 555 1.0 %
Source: Thomson Reuters
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France

The latest confidence surveys are encouraging and point
to another quarter of strong growth, estimated at about 0.4%
q/q in first-quarter 2017.

The European Commission’s latest in-depth review is
more mixed as it highlights the limited progress that has
been made in terms of structural imbalances.

Cost-competitiveness is improving, but the same cannot
be said for non-cost competitiveness. The fiscal deficit is
narrowing, but not the public debt ratio. The jobless rate has
begun to decline, but not long-term unemployment.

From a cyclical perspective, the French economy is looking more
upbeat. Granted the improvements have not been clear cut or strong,
and the economy continues to be at the risk of major headwinds.
Growth still lacks momentum and this year’s acceleration is expected
to be mild (1.3% according to our estimates vs. 1.1% in 2016,
adjusted for the number of working days). Nonetheless, the most
recent indicators are encouraging. The INSEE composite business
sentiment index levelled off at 104 in February, the highest level
since 2011, and well above the benchmark average of 100. We
forecast a quarterly growth rate of 0.4%. Yet given the strong
business climate, growth could be stronger, marking an acceleration
with regard to fourth-quarter 2016. Indeed, the January-February
average of the INSEE index is one point higher than its average level
in the fourth quarter. This positive signal is also bolstered by the
Markit PMI indices (the composite index hit 56.2 in February, which
is also the highest level since 2011) and by the upturn in household
confidence (at its highest level since 2007, see chart).

From a structural perspective, in contrast, the situation is still
deteriorated according to the European Commission’s latest in-depth
annual review. Although some progress has been made, it remains
limited in scope compared to the imbalances that need to be
corrected. Export market shares have stopped declining since 2012,
and cost-competitiveness is in the process of improving, thanks
notably to the cuts in employers’ contributions that lower the cost of
labour. But France still faces a long road ahead before it regains lost
market shares and sustainably reduces the trade deficit. This task
will be even harder given the weak productivity gains. The level of
investment is considered as satisfactory but not its characteristics
(concentrated around a limited number of large firms; in subsectors
of declining importance; with little technological progress embedded).
As to the business environment, companies are still strapped with
high taxation, heavy regulatory restrictions (despite government
efforts to reduce and simplify red tape), and an unstable legal
framework. Improvements still need to be made in terms of non-cost
competitiveness.

As to public finances, the fiscal deficit should drop below the 3%
threshold this year. But the Commission highlights the slow pace of
the adjustment, and raises questions about the sustainability of
deficit reduction. Recently the deficit was reduced mainly through
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Confidence surveys
= Composite PMI (RHS)
--- INSEE household confidence index (LHS)
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lower interest rates and cutbacks in public investment. It is unlikely
that interest rates will remain this low ad vitam aeternam, and
France’s growth potential is likely to be hurt by any further cuts in
public investment. Under these conditions, how can the deficit be
reduced in line with recommendations? Tax revenues already make
up a big share of GDP (53.5% in 2015), leaving little leeway for
further tax increases. The solution would be to reduce the weight of
other spending (excluding debt servicing and public investment),
which is also very high (51.4% of GDP in 2015, 57% all expenses
combined). For the Commission, the spending savings would have to
be big in order to manage to lower the public debt ratio, which is
elevated (estimated at 96.4% in 2016) and still rising.

As to the job market, the good news is that the unemployment rate
has finally begun to decline after peaking in 2015. Yet compared to
the Eurozone (where unemployment started to fall in 2013), this
decline has occurred much later and more slowly: the French
unemployment rate has shed half a point, compared to a full point for
the Eurozone over the same period. As a result, the two jobless rates
are now at the same level, at slightly below 10% according to
Eurostat data, which remains high. Moreover, long-term
unemployment continues to rise in France. In terms of reforms, the El
Khomri labour law has been adopted, resulting in a series of
measures that makes it easier for companies to adjust, which should
help remedy certain job market rigidities. In contrast, the
renegotiation of the unemployment insurance scheme did not come
to a successful conclusion, nor, as a consequence, the problem of
job market segmentation been addressed. This problem is indeed
increased by some modalities of the system that contribute to favour
the succession of very short periods of work. From this rapid
overview of the French economy’s macroeconomic imbalances, we
can see the formidable task that awaits France’s next president.
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Mexico
Factoring in the T factor

Mexico is in the frontline of the new US administration’s
swerve towards protectionism and anti-immigration policies.

The Mexican peso has been heckled since Donald
Trump’s election, interest rates have climbed and the
country’s short-term economic prospects have been revised
significantly downwards.

Our simulations show that the implementation of Donald
Trump’s programme may lead to a contraction in Mexico’s
GDP in 2018.

President Trump’s rhetoric and his first protectionist and anti-
immigration measures are a big source of uncertainty and concern
for Mexico, given its dependence on the United States and its
economic and financial openness, which lies at the core of its economic
model.

The Mexican peso (MXN) has regained some strength since end-
November 2016 but has depreciated by 8% since the 8 November
election. CDS premiums on foreign-currency government bonds rose
50 basis points (bp) in just a few days before gradually easing to
134 bp on 2 March. The Mexican Stock Exchange’s general index
has also picked up, but it was still down 3% in the local currency and
10% in USD for the past four months. Yields on 5-year domestic
bonds rose 130 bp over the period to 7.17%.

Under these conditions, Mexico’s short-term economic prospects
have been revised significantly downwards. The consensus forecast
of economists for 2017 GDP growth was lowered from 2.2% in
October 2016 to 1.4% in February's latest survey, while 2018
prospects were lowered from 2.8% to 2%, respectively.

Whatever the US decides, and even though it will probably take
several months or even quarters before any policy changes actually
materialise, the size of the negative shock on confidence and the
wait-and-see behaviour of non-resident and local investors are likely
to have a big impact on investment spending in Mexico in the months
ahead. Consequently, investment is likely to contract in 2017.
Already shaken by a big fuel price increase announced in January,
household confidence is also expected to deteriorate, straining
private consumption. Nor should we expect any support from
economic policies. Fiscal policy is likely to remain relatively restrictive,
as it has been over the past two years, against a backdrop of
declining oil revenues and the financial difficulties of the state-owned
company Pemex. Constrained by the peso’s sharp drop and surging
inflation, the monetary authorities are likely to tighten monetary
conditions more severely than was expected just a few months ago,
largely leading the Fed rather than following behind. Paradoxically,
exports might end up being the only support factor for economic
growth while awaiting the concretisation of US trade retaliation
measures.
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Impulse response of real Mexican GDP to external
shocks (standardised at 1 percentage point)

Real USGDP US 10-year rates Yield spreads el €xchange

rate MXN/USD
Qt 0.24 041 0.16 0.13
8‘11_"32 0.86 055 -0.81 0.09
i 0.12 009 029 0.20
gﬁg‘g 0.98 -0.63 052 0.29
Table 1 Source : BNP Paribas

To estimate the concrete consequences that future US economic
and trade policies could have on Mexico's economic performance,
we used a vector auto-regression (VAR) econometric model to
evaluate the effects of different external economic and financial
shocks on economic activity in Mexico.

Our model can be written as follows (for further details see
Conjoncture of February 2017: "Mexico: US anchor called into
question”):

v = [AyYS, IR10YS,Spread, ,RER, ,AyMe*, IR}®¥]

where Ay is real US GDP growth, IR10YS is the interest rate on
10-year US Treasury bonds, Spread; is the yield spread on 10-year
Mexican government bonds in foreign currency, RER; is the real
exchange rate of the peso against the US dollar, AyMe* is real
Mexican GDP growth and IRM®* is the Mexican interbank interest
rate.

The breakdown of annual Mexican GDP growth (Cholesky matrix)
confirms that external factors are key explanations, mainly US GDP
growth (31%) and yield spreads (20%), which are influenced by
international market conditions, but also by internal factors specific to
Mexico (political risk, stability of public finances).

The results of our simulation, summarised in Table 1, can be
interpreted as follows: an initial shock on US GDP growth of 1
percentage point (pp) would generate an instantaneous response of
0.24 pp of real GDP growth for Mexico, a cumulative response over
four quarters of 0.86 pp, and a cumulative response over eight
quarters of 0.98 pp.
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Using VAR, we construct a system of equations to predict real GDP Hypotheses for explanatory variables
growth for Mexico using the following three alternative scenarios
based on whether or not Donald Trump’s programme is realised (see Y US IR US10  Spread RER  IR_MEX
table 2): -
Scenario 1
$1: most favourable scenario for Mexico 2017 Q1 2.2 26 232 729 6.8
US GDP growth accelerates to an annual average of 2.3% in 2017 gg};gg gg g-g ggg ;gg ;-g
and 2.8% in 2018, bolstered by a fiscal stimulus package 2017 Q4 04 30 232 656 80
(infrastructure), corporate tax cuts (acceleration of investment and 2018 Q1 26 3.2 232 656 8.0
job creations rather than hoarding or dividend payments) and 2018 Q2 28 33 232 656 8.0
financial deregulation (acceleration of lending). At the same time, we 2018 Q3 2.8 34 232 656 8.0
consider a mild increase in tariffs on Mexican imports, which would ~ 2018Q4 29 35 232 656 8.0
be proxied by a 10% appreciation in the real exchange rate in Q3 Scenario 2
2017 2017 Q1 2.2 26 232 729 6.8
) 2017 Q2 24 2.8 232 729 7.8
S2: intermediate scenario 2017Q3 22 2.9 280 510 8.0
The same assumptions for US growth as in S1, but with the gggq: Z 30 2eL 510 il
introduction of major tariff and non-tariff barriers on Mexican goods e 20 32 280 10 rs
intro jor alTiers gooas, 2018 Q2 28 33 280 510 75
which would be proxied by a 30% appreciation in the real exchange 2018 Q3 2.8 34 280 510 75
rate in Q3 2017. 2018 Q4 29 35 280 510 7.5
. . . Scenario 3
S3: V\{orst-cgse scenario for Mexico 2017 Q1 292 26 232 729 6.8
No stimulus in the US (GDP growth would average between 2% and 2017 Q2 2.0 28 232 729 7.8
2.2% in 2017-18) accompanied by major trade barriers, identical to 2017 Q3 1.9 2.9 280 510 8.0
those in S2. 2017 Q4 2.1 3.0 280 510 78
2018 Q1 2.2 3.0 280 510 7.5
We conclude (see chart 1) that under the most favourable scenario 2018 Q2 2.3 3.0 280 510 75
(S1), Mexican economic growth would stall on a year-on-year basis 2018 Q3 2.3 30 280 510 7.5
in Q4 2017 and Q1 2018, reducing the carryover for 2018, before 201804 21 30 280 510 5
regaining some traction to finish 2018 with an average annual growth Table 2 Source: BNP Paribas

rate of 0.5%. In both S1 and S2, real GDP growth would average
1.2% in 2017. Yet in S2, economic activity would slump from Q1
2018-Q3 2018 (on a year-on-year basis). This would bring average

GDP growth to -0.3% in 2018. Lastly, under worst-case scenario S3, Mexico’s GDP growth projections

real GDP would remain in negative territory until early 2019. It would 5% Forecasts
increase at an average annual rate of 1.1% in 2017 before = =Scenario 1
contracting 0.5% in 2018. o —Scenario 2

=—=Scenario 3
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Chart 1 Source : BNP Paribas
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Week 24-2 17 > 2-3-17 10y bond yield, OAT vs Bund  Euro-dollar CAC 40
7 CAC 40 4845 » 4964 424 % 140 122 5400
2 S&P 500 2367 » 2382 +0.6 % 120 L 5200
A Volatlity (Vi) 115 » 118 403 % 100 Loz :12 5000 g 964
7 Euribor 3M (%) -0.33 » -0.33  +0.0 bp 080 ' 14 4800
2 Libor $ 3M (%) 105 » 1.09  +3.9 bp 0.60 1'12 4600
2 OAT 10y (%) 092 » 092 +02 bp 040 110 4400
2 Bund 10y (%) 019 » 031 +124 bp 020 031 08 4200
A USTL 10y (%) 232 » 249 +17.2 bp 000 1.06
N Euro vs dollar 1.06 » 1.05 04 % -0.20 1.04 1.05 4000
N Gold (ounce, §) 1255 » 1242 11 % 040 —————— O ar 102 - TTiar 3800 - 2 War
u Ol (Brent, §) 561 » 555 1.0 % E;2315 2016 2017 2015 2016 2017 2015 2016 2017
— bunds
Money & Bond Markets
Interest Rates highest' 17  lowest' 17 Yield (%) highest' 17 lowest' 17 10y bond yield & spreads
€ECB 0.00 0.00 at02/01 0.00 at02/01 €AVG57y 0.47 056 at 0202 0.23 at 02/01 7.03% Greece 671 pb
Eonia -0.35 -0.35 at04/01 -0.36 at22/02 Bund2y  -0.85 -0.66 at 25/01 -0.96 at 24/02 4.25% Portugal 393 pb
Euibor 3V -0.33 0.32 at02/01 -0.33 at22/02 Bund 10y  0.31 0.49 at 26/01 0.09 at 02/01 2139 Haly 181 pb
Euribor 12M -0.11 -0.08 at02/01 -0.11 at 28/02 OAT 10y  0.92 1.14 at 06/02 0.67 at 02/01 1.66% Span 136 pb
$ FED 0.75 0.75 at02/01 0.75 at02/01 Corp. BBB  1.50 1.65 at 01/02 1.41 at 24/02 0.97% reland 65 pb
Libor3M  1.09 1.09 at01/03 1.00 at02/01 $ Treas. 2y 1.32 1.32 at 02/03 1.14 at 24/02 0,920, Erance 60 ob
Libor 12M  1.79 1.79 at01/03 1.68 at 06/01 Treas. 10y 2.49 252 at 15/02 2.32 at 24/02 s ) P
£ BoE 025 025 at02/01 0.25 at02/01 Corp. BBB  3.75 3.81 at 03/01 3.62 at 24/02 0.76% Belgium 44 pb
: 0.52% Austria 20 pb
Libor 3M 0.35 0.37 at0501 0.35 at01/03 £ Treas. 2y 0.03 0.22 at 06/01 0.01 at 28/02 \ _
Libor 12M  0.73 0.78 at09/01 0.73 at01/03 Treas. 10y 1.4 1.51 at 26/01 1.07 at 28/02 0.43% Finland 11 pb
At 2-3-17 At 2-3-17 ' 0.40% Netherland 8 pb
0.31% Germany
Commodities
Spot price in dollars lowest' 17 2017(€) Oil (Brent, §) Gold (Ounce, $) CRB Foods
Oil, Brent 5 54 at 19/01 -1.9% 72 1400 384
. 66 1350 376
Gold (ounce) 1242 1156 at 03/01 +7.5% 60 e
Metals, LMEX 2918 2639 at 03/01 +9.9% 54 1300 368
Copper (ton) 5918 5487 at 03/01 +7.4% 48 1250 122 360
CRB Foods 347 339 at 0201 +2.7% 42 1200 352 347
wheat (ton) 160 146 at 02/01 +9.8% 36 344
Corn (on) 140 133 at 02001  +5.6% 1150 336
At 2-3-17 Variations 0 1100 328
A A
2% ' Tofar  1050¢ ' Tilar 20 ' 2 Mar
2015 2016 2017 2015 2016 2017 2015 2016 2017
Exchange Rates Equity indices
€= highest' 17 lowest' 17 2017 Index  highest' 17 lowest' 17 2017 2017(€)
USD 1.05 1.08 at 3101 1.04 at 0301 -0.2% CAC40 4964 4964 at 0203 4749 at 31/01 +2.1% +2.1%
GBP  0.86 0.88 at 16/01 0.84 at 23/02 +0.4% S&P500 2382 2396 at 01/03 2239 at 02/01 +6.4% +6.6%
SRV 107 at 2401 1.06 al 05/02 MEEE DAX 12060 12067 at 01/03 11510 at 06/02 +5.0% +5.0%
SANIEIEE 123.21 ot 06/01 118.74 ot 24102 SERANG Nikkei 19565 19594 at 04/01 18788 at 24/01 +2.4% +4.6%
AUD 139 146 at 0201 1.37 at 2302 -4.7% )
China* 65 66 at 22002 59 at 02/01 +10.5% +10.6%
CNY 7.5 743 at31/01 7.22 at 03001 -1.2% :
India* 493 495 at 01/03 445 at 03/01 +8.5% +10.6%
GECMCEY 344 ot 16701 324 at 1502 WEA Brazi 1890 2001 at 2202 1654 at 0201 +8.5% +13.3%
RUB 6173 6495 at 31/01 6060 at 1502 -4.1% N 00 o 0307 o3 ot ouoo EECIGEN
INR 7021 73.32 at31/01 7021 at 02003 -1.9%  ——oo@ _ @ @ =2 7R+ MSClindex

At 2-3-17 Variations At 2-3-17 Variations

economic-research.bnpparibas.com OECD - Team Statistics 3 March 2017 - 17-09 5




q The bank
f; BNP PARIBAS for a changing

world

GDP Growth Inflation Curr. account / GDP Fiscal balances / GDP

En % 2016e 2017e 2018 e 2016e 2017e 2018 e 2016e 2017e 2018 e 2016e 2017e 2018 e
Advanced 1.6 2.0 2.1 0.8 2.0 1.9

United States 1.6 2.4 2.7 1.3 2.5 2.7 -2.5 -2.4 -2.4 -3.4 -4.2 -5.0
Japan 1.0 1.1 0.9 -0.1 1.1 1.0 3.8 4.2 4.6 4.7 4.4 -4.1
United Kingdom 1.8 1.8 1.1 0.6 2.7 2.7 4.7 4.1 -3.2 -3.0 -2.7 -3.1
Euro Area 1.7 1.6 1.6 0.2 1.7 1.3 34 3.0 31 1.7 -1.4 -1.2
Germany 1.8 1.8 2.0 0.4 2.0 1.6 8.8 8.3 8.5 0.6 0.7 0.6
France 1.1 1.3 1.5 0.3 1.4 1.0 -1.2 0.9 -1.1 -3.3 -3.0 2.7
Italy 0.9 0.6 0.6 -0.1 1.3 1.0 2.1 2.2 2.1 2.4 2.4 2.5
Spain 3.3 2.6 2.0 0.3 2.6 1.5 1.8 2.1 2.1 -4.6 -3.6 -3.0
Netherlands 21 2.1 1.6 0.1 1.2 1.4 8.7 8.7 8.3 -0.5 0.0 0.3
Belgium 1.2 1.4 1.5 1.8 2.1 1.9 0.7 0.5 0.5 -3.0 -2.3 -2.2
Emerging 4.2 4.5 5.0 4.8 4.6 4.4

China 6.7 6.2 6.4 2.0 2.7 2.5 1.9 1.6 1.4 2.9 -3.5 -3.3
India 7.0 7.3 8.0 4.9 4.7 5.5 -1.1 0.8 -1.5 -3.8 -3.5 -3.2
Brazil -3.5 1.0 3.0 8.8 4.1 4.3 -1.2 14 2.1 8.9 9.6 8.3
Russia 0.6 1.2 2.0 71 4.2 4.3 1.7 2.4 2.0 -3.5 -3.1 2.8
World 31 3.4 3.8 31 3.5 3.4

Source : BNP Paribas Group Economic Research (e: Estimates & forecasts)

Interest rates 2016 2017

End period Q1 Q2 Q3 Q4 Qte Q2e Q3e Qde 2016 2017e 2018e

us Fed Funds 0.25-0.5 0.25-0.5 0.25-0.5 0.5-0.75; 0.50-0.75 0.75-1.00 1.00-1.25 1.25-1.50: 0.5-0.75 1.25-1.50 2.25-2.50
3-month Libor $ 0.63 0.65 0.85 1.00 1.05 1.25 1.50 1.75 1.00 1.75 2.50
10-y ear T-notes 1.79 1.49 1.61 2.45 2.60 3.00 3.25 3.50 2.45 3.50 4.00

EMU  Refinancing rate 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.25
3-month Euribor 0.24 -0.29 -0.30 -0.32 -0.33 -0.33 -0.30 -0.30 -0.32 -0.30 -0.05
10-y ear Bund 0.16 -0.13 -0.19 0.1 0.30 0.50 0.75 1.00 0.1 1.00 1.60
10-year OAT 0.41 0.20 0.12 0.69 0.95 0.95 1.15 1.45 0.69 1.45 2.00
10-year BTP 1.23 1.35 1.19 1.84 2.10 2.20 2.60 3.00 1.84 3.00 3.40

UK Base rate 0.50 0.50 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
3-month Libor £ 0.59 0.56 0.38 0.37 0.40 0.40 0.40 0.40 0.37 0.40 0.40
10-y ear Gilt 1.42 1.02 0.76 1.24 1.25 1.55 1.75 1.90 1.24 1.90 2.50

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

10-year JGB -0.04 -0.23 -0.08 0.05 0.10 0.10 0.10 0.30 0.05 0.30 0.40
Exchange rates 2016 2017
End period Q1 Q2 Q3 Q4 Qte Q2e Q3e Q4e 2016 2017e 2018e
USD EUR/USD 1.14 1.11 1.12 1.05 1.04 1.02 1.02 1.00 1.05 1.00 1.06
usb/ JPY 112 103 101 117 118 121 124 128 117 128 130
EUR  EUR/GBP 0.79 0.83 0.87 0.85 0.83 0.82 0.82 0.80 0.85 0.80 0.82
EUR / CHF 1.09 1.08 1.09 1.07 1.08 1.10 1.12 1.12 1.07 1.12 1.15
EUR/JPY 128 114 114 123 123 123 126 128 123 128 138

Source : BNP Paribas Group Economic Research / GlobalMarkets (e: Estimates & forecasts)
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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?

3 March 2017 - 17-09 7



0l 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
Thomas HUMBLOT
Laurent NAHMIAS

o

Francois FAURE
Head
Christine PELTIER

Deputy Head - Greater China, Vietnam - Methodology

o

eaking countries)

in BELLEFONTAINE

tral America - Methodology

o

Brazil, Mexico, Ce

B Valérie PERRACINO-GUERIN
A (English and Portuguese speaking countries)
N alkan countries - Scoring
= Anna DORBEC
CIS, Central European countries
= Hélene DROUOT
Asla
B Johanna MELKA
u ndra W
south America, 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 4298 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



9 BNP PARIBAS

"= CONONCTURE

Structural or in news flow, two issues analysed
in depth

CONJONCTURE

Analyses and forecasts for a selection of
emerging economies

Eco

ey 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 web TV, 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

BNP PARIBAS

watch our analyses
on Eco news, our iPad and Android application

The bank
for a changing
world

The C d ined in this report have been obtsinad from, orsrebssedon public sources believed to be
religble, butno representstion orwarranty, express orimplied, is made is up todate
and it should notbe relied upon as such. Thisreportdoes i anofferor i 1 to buy or sell any securities or
otherinvestment. It does not constitute investment advice, nor financisl research or analysis. Information and opinions
containad in the report are not to be refied uponss takenin for the of jud; by any
recipient; they are subject to change without notice and not intended to provide the sole basis of any evaluation of the
herain. Any refe to past performance should notbe taken as an indicstion offuture performance. To
the fullest extent permitted by law, no BNP Paribas group company accepts any liability whstsoever (including in negligence) for
any direct or consequential loss arising from any use of or reliance on mstensl contained in this report. All estimates and
opinions included in this report are made as of the date of this report. Unless otherwise indicated in this report there is no
intentionto update this report. BNP Paribaes SA and its sffiiates (collectively “BNP Paribas”) may make s market in, or mgy, ss
principal or sgent, buy or sell securitiesof any issuer or person mentioned in this report or derivatives thereon. BNP Paribas
may have a financislinterestin anyissuer or person mentonedin this report, including a long or short position in their securites
and/ oropt»ons futursorotherdenvstrve instruments based thereon. Prices, yields and other similarinformationincluded in ths
report are ded for i N factors will affect market pricing and there is no certainty that
transactions could be executed stthese prices. BNP Paribas, i its officersand employ may senve or have served as
an officer, director orin an advisory capacity forany person mentioned in this report. BNP Paribas may, from time to time,
solicit, perform or have performed investmeant banking, underwriting or other services (including scting as adviser, manager,
underwriter or lender) within the last 12monthsforsny person referred to in this report. BNP Paribss may be s party to an
agreement with any person relating to the production of thisreport. BNP Paribas, may to the exient permitted by law, have aded
upon or used the informstion contsined herein, or the research or anslysis onwhich it was based, before its publication. BNP
Paribas may receive orintend to seek compensaton forinvestment 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 factusl sccuracy.
BNP Paribas is incorporated in France with limited liability. Regi d Office 16 Boulevard des Italiens, 75009 Paris. This report
was produced bys BNP Paribas group company. This report is for the use ofintended recipients snd 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 limitstions.
Certsin within the Europ E Area:
This report has been approved for publicstion in the United Kingdom by BNP Paribas London Branch. BNP Paribas London
Branch is suthorised and supervised bythe Autorité de Contrdle Prudentel and suthorised and subjectto limited regulstion by
the Financial Services Authority. Details of the extentof our authorisaton and regulstion by the Financisl Services Authority sm
available from us on request.
This report has bean spproved for publicstionin France by BNP Paribas SA. BNP Paribas SA is_incorporsted in France with
Limited Lisbilityandis suthorised by the Autorité de Contrdle Prudentiel (ACP) and regulated by the Autorté des Marchés
Financiers (AMF). Its head office 15 16, boulevard des Itafiens 75009 Paris, France.
This report is being distributed in Germany either by BNP Paribas London Branch or by BNP Paribas Niederlassung Frankfurt
am Main, a branch of BNP Paribas S.A whose head office is in Paris, France. BNP Paribas S.A — Niederlassung Frankfurt am
Msin, Europs Alles 12, 60327 Frankfurt rsaumonsed sndsuperv:sed by!heAutonte de Contrdle Prudentiel and it is suthorised
and subject to limited regul by the Bund talt fiir Fi fsicht (BaFin).
United States: Thisreport is being distibuted to US persons by BNP Paribas Securities Corp., or by 8 subsidiary or sffiliste of
BNP Paribas thatis not registered as a US broker-desler. BNP Paribss Securties Corp., 8 subsidiary of BNP Paribas, is s
brokerdeslerreg dwith the U.S. S ities and g ission and 8 member of the Financial Industry Regulstory
Authority and other h BNP Paribas Corp. accepts responsibility for the content of s report
prepared by another non-U.S. sffiliste 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 a subsidiary or sffiliate of BNP

Paribas not ass finandal i firmin Japan, to certain finandslinsttutions defined by article 17-3, tem 1 of
the Financial and Exchange Law Enf Order. BNP Panbas Securities (Japan) Limited is a financial
fis d to the Financial Instruments snd Exchange Law of Japan and a member of the Japan

Securities Deslers Assodstion snd the Financis| Futures Assocation of Japan. BNP Paribss Securities (Japan) Limited scoepts
responsibility for the content of = report prepared by another non-Japan sffiliat y when to based firms.
by BNP Paribas Securties (Japan) Limited. Some of the foreign secuntuesstatedan this report sre not disclosed sccording to
the Financis! Instruments and Exchange Law of Japan.

Hong Kong: This report is being distributed 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 Paribas Hong Kong Branch is also a Registered Insttufion regulsted
by the Securites and Futures Commission for the conduct ofRegulsted Activity Types 1, 4 and 6 under the Securities and
Futures Ordinance.

Some orsallthe informstion reported in this document may alresdy have been publishedon

httos:i/globsimarkets. bnpparibas.com

@ BNP Paribas (2015). All nghts reserved.

© BNP Paribas (2015). All 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/
http://economic-research.bnpparibas.com/Views/ConjoncturePublication.aspx?Lang=en-US
http://economic-research.bnpparibas.com/Views/Emerging.aspx?Lang=en-US
http://economic-research.bnpparibas.com/Views/Perspectives.aspx?Lang=en-US
http://economic-research.bnpparibas.com/Views/EcoFlashPublication.aspx?Lang=en-US
http://economic-research.bnpparibas.com/Views/EcoWeekPublication.aspx?Lang=en-US
http://economic-research.bnpparibas.com/Views/EcoTVPublication.aspx?Lang=en-US
http://economic-research.bnpparibas.com/Views/EcoTvWeekPublication.aspx?Lang=en-US

