
EC

 

No. 18

 
 

Althoug
econom
checkin
often u
witness
biggest
market 
decline
France
significa
towards
current
expans
excepti
remain

For the
for Sup
ISM ind
57.3 (la
3.2 per
most ot
in the p
over th

 

 
 
 
 

Glo

■Sinc
sector
the sti

COW
8-32, 7 Sept

gh the manufa
mic activity, its 
ng the pulse of 
used indicator
sed a decline si
t change occurr
 tensions in re

e in manufactu
, Italy, Austria) 
ant but this oc
s the end of 20
t levels remai
sion and contra
on with the ind
s above 50 as w

e US, the comm
pply Manageme
dex has been 
ast April) and 6
rcentage points
ther countries: 
past 3 months i
e past 6 month

bal eco

ce the end of
r ■The pace
ill high level

ECONOM

WE
tember 2018

acturing sector 
 cyclical nature
 the economy. T
r. In the vast 
ince the end of 
red in Turkey, w

ecent months. M
uring sentimen
 and for the eur
ccurred after h
017. Indeed, fo
in well above
action in the m
dex at 50.1. In 
well in most cou

monly used indi
ent. Since Dec
fluctuating in a

61.3 (August). T
s increase from
chart 2 shows 
s still negative 
s. 

onomy:

f 2017, most
e of decline i
l of the inde

…/… 

MIC RESEAR

EEK 

8 

 represents a 
e makes it a u
To this end, the
 majority of c
 last year. Look
which is not a s
Most eurozone
nt. In some c
rozone as a wh

having reached
or most eurozo
e 50 (the bo

manufacturing s
 the rest of the
untries.  

cator is provide
cember 2017, t
a rather narrow
The August nu
 July. The sam
 that the averag
 in most cases 

 

: Declin

t countries h
is slowing h
x in many c

CH DEPART

 

shrinking part 
useful indicator
e Markit PMI is 
countries, it h

king at chart 1, t
surprise given t

e countries saw
cases (Germa
hole, the drop w
 very high lev

one countries, t
rderline betwe
ector). Italy is 

e world, sentime

ed by the Institu
he manufactur

w range, betwe
mber represen

me can’t be said
ge monthly cha
although less t

ne of m

have witnes
however in th
ountries po

TMENT

 of 
r in 
 an 
has 
the 
the 

w a 
ny, 

was 
vels 
the 

een 
an 

ent 

ute 
ring 
een 
nts a 
d for 
ange 
than 

anufac

sed a declin
he past 3 m
int towards 

PU

    Ma

-10.0

-7.5

-5.0

-2.5

0.0

2.5

5.0

IN
D

O
N

ES
IA

cturing 

ne of the Ma
onths comp
 an ongoing

URCHASING MA

 
 
 

arkets Overvie

IN
D

O
N

ES
IA

EG
YP

T
C

AN
AD

A
VI

ET
N

AM
G

R
EE

C
E

AU
ST

R
AL

IA
SI

N
G

AP
O

R
E

U
SA

p. 3 

sentim

rkit PMI inde
pared to the 
 satisfactory

NAGER INDEX F

ew Pulse 

LE
BA

N
O

N
SW

IT
ZE

R
LA

N
D

C
H

IN
A

M
EX

IC
O

BR
AZ

IL
JA

PA
N

SO
U

TH
 A

FR
IC

A
IR

EL
AN

D

Augu

Augu

f

 

ment slo

ex for the m
 previous 3 m
y growth pa

FOR THE MANUF

 
 
 

 & Calendar 

W
or

ld
SA

U
D

I A
R

AB
IA

D
EN

M
AR

K
U

AE
SP

AI
N

IN
D

IA
H

O
N

G
 K

O
N

G
N

ET
H

ER
LA

N
D

S

ust 2018 level minus

ust 2018 level minus

p. 4 

The 
for a chan

w

ows do

manufacturin
months ■Th

ace 

FACTURING SEC

Source: Markit, BN

 
 

 
Economic 

N
ET

H
ER

LA
N

D
S

R
U

SS
IA U
K

PO
LA

N
D

C
ZE

C
H

 R
EP

U
BL

IC
FR

AN
C

E
EU

R
O

 Z
O

N
E

IT
AL

Y
G

ER
M

AN
Y

s 50 (RHS)

s December 2017

p. 

bank 
nging 
world

own 
ng 
his and 

CTOR 

 

NP Paribas 

 
 scenario 

-10

-5

0

5

10

15

20

G
ER

M
AN

Y
AU

ST
R

IA
TU

R
KE

Y

5 



 

    

Ecoweek 18-32 // 7 September 2018  economic-research.bnpparibas.com  
    

     
 

 

 
 

The bank
 for a changing

world

2 

This slowing negative momentum provides hope that manufacturing 
sector sentiment would stabilise although the jury is still out on this. 
On the positive side, in addition to the uptick in the US index, 
expectations of German companies have also increased as shown in 
the IFO index and China has taken measures to support growth. On 
the other hand, ongoing market tensions in developing economies 
cloud their economic outlook and this may end up weighing on 
exports of advanced economies. Most importantly however, lingering 
fears about a full-fledged trade war should cap the upside potential, if 
any, of manufacturing sentiment. 
 
 
 
 
 
 
 
 
 
 
 

 

 

MANUFACTURING PMI MOMENTUM (AVERAGE MONTHLY CHANGE OF PMI) 

Source: Markit, BNP Paribas 
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Markets overview 

The essentials  

 

10 y bond yield,  OAT vs Bund Euro-dollar CAC 40 

   
─ Bunds          ▬ OAT   

Money & Bond Markets 

  

10y bond yield & spreads 

 

Commodities 

 

Oil (Brent, $) Gold (Ounce, $) CRB Foods 

   

Exchange Rates Equity indices  

  

 
 
 
 
 
 
 
 
 
 
* MSCI index 

Week  31-8 18 > 6-9-18

 CAC 40 5 407 } 5 244 -3.0 %

 S&P 500 2 902 } 2 878 -0.8 %

 Volatility  (VIX) 12.9 } 14.7 +1.8 pb

 Euribor 3M (%) -0.32 } -0.32 +0.0 bp

 Libor $ 3M (%) 2.32 } 2.32 -0.4 bp

 OAT 10y  (%) 0.63 } 0.63 +0.1 bp

 Bund 10y  (%) 0.33 } 0.35 +1.8 bp

 US Tr. 10y  (%) 2.86 } 2.88 +1.4 bp

 Euro vs dollar 1.16 } 1.16 -0.0 %

 Gold (ounce, $) 1 203 } 1 199 -0.3 %

 Oil (Brent, $) 77.7 } 76.5 -1.5 %
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Interest Rates

€ ECB 0.00 0.00 at 01/01 0.00 at 01/01

Eonia -0.36 -0.34 at 31/08 -0.37 at 18/05

Euribor 3M -0.32 -0.32 at 30/07 -0.33 at 01/01

Euribor 12M -0.17 -0.17 at 29/08 -0.19 at 19/02

$ FED 2.00 2.00 at 14/06 1.50 at 01/01

Libor 3M 2.32 2.37 at 04/05 1.69 at 01/01

Libor 12M 2.84 2.84 at 05/09 2.11 at 01/01

£ BoE 0.75 0.75 at 02/08 0.50 at 01/01

Libor 3M 0.80 0.81 at 06/08 0.52 at 04/01

Libor 12M 1.04 1.06 at 02/08 0.76 at 03/01

At 6-9-18

highest' 18 lowest' 18 Yield (%)

€ AVG 5-7y 0.69 0.90 at 08/06 0.41 at 18/04

Bund 2y -0.57 -0.55 at 01/08 -0.79 at 29/05

Bund 10y 0.35 0.72 at 15/02 0.27 at 19/07

OAT 10y 0.63 0.91 at 08/02 0.57 at 13/07

Corp. BBB 1.70 1.73 at 05/09 1.17 at 08/01

$ Treas. 2y 2.65 2.68 at 26/07 1.89 at 01/01

Treas. 10y 2.88 3.13 at 17/05 2.41 at 01/01

Corp. BBB 4.31 4.42 at 17/05 3.59 at 01/01

£ Treas. 2y 0.72 0.85 at 21/03 0.40 at 01/01

Treas. 10y 1.33 1.67 at 15/02 1.23 at 01/01

At 6-9-18

highest' 18 lowest' 18

4.82% Greece 446 pb

2.90% Italy 255 pb

1.88% Portugal 152 pb

1.47% Spain 112 pb

0.72% Belgium 36 pb

0.63% France 28 pb

0.56% Ireland 21 pb

0.55% Austria 20 pb

0.53% Finland 17 pb

0.47% Netherlands11 pb

0.35% Germany

Spot price in dollars 2018(€)

Oil, Brent 76.5 62.2 at 13/02 +18.6%

Gold (ounce) 1 199 1 179 at 17/08 -5.0%

Metals, LMEX 2 868 2 820 at 15/08 -13.4%

Copper (ton) 5 904 5 759 at 15/08 -15.4%

CRB Foods 319 316 at 30/08 -1.9%

w heat (ton) 176 155 at 16/01 +14.2%

Corn (ton) 128 119 at 29/08 +3.6%

At 6-9-18 Variations

lowest' 18
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1€ = 2018

USD 1.16 1.25 at 25/01 1.13 at 15/08 -3.1%

GBP 0.90 0.91 at 28/08 0.86 at 17/04 +1.2%

CHF 1.13 1.20 at 19/04 1.12 at 15/08 -3.8%

JPY 128.99 137.29 at 02/02 124.96 at 15/08 -4.6%

AUD 1.61 1.62 at 05/09 1.53 at 09/01 +5.1%

CNY 7.95 8.00 at 24/08 7.42 at 29/05 +1.6%

BRL 4.83 4.88 at 30/08 3.87 at 08/01 +21.4%

RUB 80.48 80.48 at 06/09 68.06 at 09/01 +16.4%

INR 83.64 83.64 at 06/09 75.92 at 08/01 +9.1%

At 6-9-18 Variations

highest' 18 lowest' 18 Index 2018 2018(€)

CAC 40 5 244 5 640 at 22/05 5 066 at 26/03 -1.3% -1.3%

S&P500 2 878 2 914 at 29/08 2 581 at 08/02 +7.6% +11.1%

DAX 11 955 13 560 at 23/01 11 787 at 26/03 -7.5% -7.5%

Nikkei 22 488 24 124 at 23/01 20 618 at 23/03 -1.2% +3.6%

China* 76 101 at 26/01 76 at 06/09 -13.3% -10.8%

India* 584 642 at 29/01 547 at 23/05 +7.6% -1.4%

Brazil* 1 602 2 393 at 26/01 1 568 at 04/09 -0.7% -18.2%

Russia* 559 707 at 26/02 551 at 23/08 +8.5% -4.5%

At 6-9-18 Variations

highest' 18 lowest' 18



 

    

Ecoweek 18-32 // 7 September 2018 
 

 economic-research.bnpparibas.com  
 

    
     

 

 
 

4 

The bank
for a changing

world

Pulse 
Eurozone: Credit pulse 
Despite the slight slowing of growth in the euro zone in the first half of 2018, the pulse of lending, which rose significantly in June under the 
effect of strong lending to non-financial companies (particularly securitised loans), remained in July at a level last seen in the autumn of 2016. 
Banks responding to the latest Bank Lending Survey (July 2018) indicated that they expected growth in demand for credit over the next three 
months – from both consumers and business – as well as a slight relaxation of lending conditions. 

 

Indicators preview 
A heavy week ahead of us with meetings of the Bank of England and the ECB, the release of the Fed's Beige Book, describing the economic 
environment across the US (readers will look for comments from corporates on the protectionist threat), as well as a number of important data: 
machine orders, industrial production and the eco watchers survey in Japan; inflation in France and Germany; employment data in France and 
the eurozone; industry sentiment in France. Several data will be released in the US: small business optimism, PPI, CPI, retail sales, consumer 
sentiment (University of Michigan). 
Date Country/Region Event Period Surv(M) 

09/10/2018 Japan GDP SA QoQ 2-Q -- 
09/10/2018 France Bank of France Ind. Sentiment August 101 
09/10/2018 Japan Eco Watchers Survey Current SA August 46.6 
09/11/2018 France Total Payrolls 2-Q 0.2% 
09/11/2018 United Kingdom ILO Unemployment Rate 3Mths July -- 
09/11/2018 United States NFIB Small Business Optimism August -- 
09/12/2018 Eurozone Employment QoQ 2-Q 0.4% 
09/12/2018 United States PPI Final Demand MoM August -- 
09/12/2018 United States U.S. Federal Reserve Releases Beige Book August 
09/13/2018 Japan Core Machine Orders MoM July -8.8% 
09/13/2018 Germany CPI MoM August -- 
09/13/2018 France CPI MoM August -- 
09/13/2018 United Kingdom Bank of England Bank Rate Sep-13 0.750% 
09/13/2018 Eurozone ECB Main Refinancing Rate Sep-13 0.000% 
09/13/2018 United States CPI MoM August -- 
09/14/2018 Japan Industrial Production MoM July -- 
09/14/2018 United States Retail Sales Advance MoM August -- 
09/14/2018 United States Industrial Production MoM August -- 
09/14/2018 United States Capacity Utilization August -- 
09/14/2018 United States U. of Mich. Sentiment Sep -- 

*Credit impulse is measured as the annual change of the annual growth rate of MFI loans    ** Adjusted for securitizations          

                                                                                                                                                                                             Source: ECB, ECB survey on the distribution of credit, BLS, BNP Paribas 
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Economic scenario 
UNITED STATES   SUMMARY 

 
 

INTEREST RATES & FX RATES 

 
 
 

 Economy is expected to expand at a 3% or so in 2018, thanks to 
tax cuts, booming profits and credit. However, the current weakening 
in external trade indexes puts the risk on the downside. 
 Inflation is accelerating in the wake of higher oil prices and more 
evident tensions in the labour market. 
 The Fed will keep on normalizing monetary conditions. We 
forecast the Fed Funds target rate to reach 2.75% in Q1 2019. 

 

CHINA  

 Economic growth will decelerate in 2018-2019. The export 
outlook is significantly darkened by US protectionist measures. 
Private domestic demand should be affected by the worsening 
performance of the export manufacturing sector and the continued 
moderation in the property market. 

 In order to contain the slowdown, the central bank has started to 
ease liquidity and credit conditions. At the same time, the reduction 
in financial instability risks should remain a top policy priority. Fiscal 
policy will also be expansionary and infrastructure spending is 
projected to rise.  

 

EUROZONE  

 The recovery is continuing, although it has been weaker than 
expected at the start of the year. Intra-EU trade grows with domestic 
demand, especially corporate investment. 

 Inflation has rebounded in the wake of higher oil prices, but the 
core CPI trend remains subdued. Along with renewed tensions over 
sovereign debt spreads (Italy) this argues for the ECB to maintain 
the status quo on the refinancing rate for a long period of time. 

 

FRANCE  

 Growth slows down but remains above potential. Households’ 
consumption should get a boost from the planned tax cuts and the jobs 
recovery but inflation reduces purchasing power gains. Business 
investment dynamics remain favourable. The global backdrop is less 
supportive. A slight rise in core inflation is appearing but remains to be 
confirmed. 

 

INTEREST RATES AND FX RATES  

 In the US, ongoing strong growth and a very low unemployment 
rate pave the way for more rate hikes. We expect 2 more this year 
and 1 in the first half of 2019 after which the Fed will want to see 
how the economy reacts. As a consequence, US treasury yields 
should increase, although to a limited degree: the market expects 
that the tightening cycle is already well advanced. The ECB has 
announced it intends to stop its net asset purchases at the end of 
2018. A first hike of the deposit rate is expected after the summer of 
2019. As a consequence, bond yields should increase. No change 
expected in Japan. 

 The narrowing bond yield differential between the US and the 
eurozone should cause a strengthening of the euro, all the more so 
considering it is still below its long-term fair value (around 1.34). 

 

% 2017 2018 e 2019 e 2017 2018 e 2019 e

Advanced 2.2 2.2 1.5 1.8 2.1 1.9

United-States 2.2 2.8 1.8 2.1 2.5 2.1

Japan 1.7 0.9 0.6 0.5 1.0 1.0

United-Kingdom 1.7 1.3 1.6 2.7 2.4 2.1

Euro Area 2.5 2.0 1.5 1.5 1.9 1.9

 Germany 2.5 1.9 1.6 1.7 1.9 2.1

 France 2.3 1.7 1.6 1.2 2.2 1.8

 Italy 1.6 1.2 1.0 1.3 1.5 1.9

 Spain 3.1 2.7 2.0 2.0 1.8 1.8

Netherlands 3.0 2.3 1.7 1.3 1.7 1.8

Emerging 5.9 5.8 5.8 2.4 2.9 2.8

 China 6.9 6.4 6.1 1.6 2.1 1.9

 India 6.7 7.4 7.6 3.6 4.5 4.4

 Brazil 1.0 1.5 3.0 3.4 3.7 3.7

 Russia 1.5 1.8 1.6 3.7 2.6 3.5

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

GDP Growth Inflation

Interest rates, % 2018 2019 ###### ###### ######

End of period Q4e Q1e Q2e Q3e Q4e 2017 2018e 2019e
US Fed Funds 2.50 2.75 2.75 2.75 2.75 1.50 2.50 2.75

Libor 3m $ 2.36 2.80 2.85 2.65 2.55 1.69 2.36 2.55
T-Notes 10y 3.10 3.15 3.20 3.10 3.00 2.41 3.10 3.00

Ezone ECB Refi 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Euribor 3m -0.30 -0.30 -0.25 -0.20 -0.15 -0.33 -0.30 -0.15 
Bund 10y 0.75 0.85 1.00 1.10 1.20 0.42 0.75 1.20
OAT 10y 1.00 1.10 1.25 1.35 1.45 0.66 1.00 1.45

UK Base rate 0.75 0.75 1.00 1.00 1.25 0.50 0.75 1.25
Gilts 10y 1.55 1.70 1.80 1.90 2.00 1.23 1.55 2.00

Japan BoJ Rate -0.10 -0.10 -0.10 -0.10 -0.10 -0.04 -0.10 -0.10 
JGB 10y 0.14 0.12 0.10 0.04 0.02 0.05 0.14 0.02

Exchange Rates 2019
End of period Q4e Q1e Q2e Q3e Q4e 2017 2018e 2019e
USD EUR / USD 1.20 1.22 1.25 1.28 1.30 1.20 1.20 1.30

USD / JPY 106 102 100 99 98 113 106 98
GBP / USD 1.30 1.34 1.40 1.45 1.49 1.35 1.30 1.49
USD / CHF 0.97 0.97 0.96 0.95 0.94 0.97 0.97 0.94

EUR EUR / GBP 0.92 0.91 0.89 0.88 0.87 0.89 0.92 0.87
EUR / CHF 1.16 1.18 1.20 1.22 1.22 1.17 1.16 1.22
EUR / JPY 127 124 125 127 127 135 127 127

Source :  GlobalMarkets (e: Estimates & forecasts)
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