—— ECONOMIC RESEARCH

CHART

OF THE WEEK 20 March 2026

EUROPEAN MANUFACTURING SECTOR IS HEADING INTO THE 2026 ENERGY CRISIS WITH A LOWER RATIO OF
NON-PERFORMING LOANS THAN IN 2022

Thomas Humblot

During her hearing on 18 March 2026 before the Committee on Economic and Monetary Affairs of the European Parliament, Claudia
Buch (Chair of the Supervisory Board of the European Central Bank) highlighted the absence of decline in the quality of bank assets
and the stability of non-performing loan ratios. These ratios are a good indirect indicator of the financial health of borrowing corpo-
rations in the European Union (EU), particularly in the manufacturing sector. When viewed from this perspective, the proportion of
firms in this sector facing severe financial difficulties appears to be lower at the start of 2026 than at the start of 2022. This suggests,
by extension, that these firms are in better financial health and have a greater ability to absorb shocks. Nevertheless, comparing the
current energy shock with the previous one poses difficulties. Apart from the uncertainty surrounding the duration and scale of the
2026 shock, the effects of the 2022 shock were largely mitigated by public and private support measures. This time, such measures
are likely to be more limited, given budgetary constraints.

The manufacturing sector’s non-performing loan ratio has generally declined across the EU since 2019

Q2 2019 Q4 2019 Q2 2020 Q4 2020 Q2 2021 Q4 2021 Q2 2022 Q4 2022 Q2 2023 Q4 2023 Q2 2024 Q4 2024 Q2 2025 Q4 2025

Germany 4,1% 38% [132% 1  35% 3,9% 4,2% 4,3%
Austria , 3,8% 3,9% 3,7% 3,7% 3,7% 3,4% 3,6%
Belgium 3,8% 3,6% 3,6% 3,8% 3,7% 3,6% 3,7% 3,9%
Bulgaria 4,4% 31% | 27% [EEN 2% 2,8% 3,0% 3,1% 3,5%
Cyprus 3,8% 2,8% 3,2% 2,8% 2,1% 2,3%

Croatia 8,6% 7.2% 6,6%

Danmark 1,9% 1,8% 1,9% 1,9%
Spain :

Estonia 3,1%

Finland 3,3%

France ) . L 4,2% 4,3%

Greece 5,5%

Hungary , 5,4% 5,2% 5,7%
Ireland 2,0% 1,9%

Italy 4,0% 4,1%
Latvia

Lithuania 2,8%

Luxembourg 3,5% 4,0% 4,1%
Malta % 3 8,4% 6,9% 7,5%

Netherlands 3,5% 3,8% 3,5% 4,0% 3,8%
Poland 7,1% 8,3% 8,0% 8,8% 8,8% 7,3%

Portugal 7,8% 6,0% 6,9%

Romania 8,5%

Slovakia 1,9% 2,2% 2,5% 1,9% 2,5% 2,2% 2,1% 2,3%

Slovenia 4,9% 3,6% 2,9% 3,5% 2,8% 3,2% 3,7% 3,3%

Sweden 1,6% 1,3% 1,6%
Czechia , 4,2%
European union 3,8% 3,8%

Reading note: For each country individually, the highest non-performing loan ratio in the manufacturing sector during the observation period SOURCE: EBA, BNP PARIBAS
is shown in the darkest shade of red. The lowest ratio is shown in the darkest shade of green

Lower non-performing loan (NPL) ratios indicate a smaller proportion of firms in a severely deteriorated situation

These ratios have the advantage of being available for each sector of activity. Furthermore, they enable the difficulties faced by certain firms to be
standardised to a certain extent, by assessing their economic significance within the total number of firms (whether in difficulty or not). In most
individual European Union countries?, the NPL ratio for the manufacturing sector now stands at a historically low level (see heatmap: cells shaded in
the darkest green). Furthermore, the highest ratios (shaded in the darkest red) at the start of the observation period typically recorded the sharpest
declines. In the majority of cases, NPL ratios were reduced by more than half between Q2 2019 and Q4 2025. In cases where they increased during
this latter period, the increases generally remained modest. Overall, the decline in the manufacturing sector's NPL ratio in most European countries

1 Comparing the level or extent of variation in the NPL ratio across countries is of limited interest, given the wide range of national specificities (proportion of floating-rate loans, laws
governing companies in difficulty, etc.).
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tends to indicate improved financial health. The manufacturing sector’s initial ability to withstand the energy shock linked to the 2026 war in Iran
is therefore, in theory, greater than it was at the onset of the 2022 war in Ukraine.

An energy shock and the corresponding mitigation measures remain uncertain in terms of their scale and duration

However, the manufacturing sector’s greater ability to absorb shocks, as indicated by NPL ratios, does not in itself enable us to predict the impact
of the 2026 shock, particularly when compared with the 2022 shock. In response to the latter, many EU firms did indeed benefit from public and
private support measures, which were in addition to those already put in place during the COVID-19 pandemic (moratoria on loan repayments,
deferrals of social security contributions, state guaranteed loan schemes, etc.). This helps to explain why the manufacturing sector in EU coun-
tries has, generally speaking, absorbed the 2022 shock well, as evidenced by the stability or minimal increases in NPL ratios. The scale and
duration of any potential public and private mitigation measures in response to the current energy shock are shrouded in as much uncertainty
as the shock itself. However, orders pertaining to defence, public infrastructure and Al are expected to provide new sources of resilience? which,
combined with the European manufacturing sector’s initially robust financial health, could help limit the impact of the 2026 energy shock on
business bankruptcies and unemployment.

thomas.humblot@bnpparibas.com

2 The nowecasts, updated scenario and forecasts of the Economic Research - 23 March 2026.
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The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID II, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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BNP Paribas is a société anonyme incorporated in France, licensed and supervised as a credit
institution by the European Central Bank (ECB) and as an investment services provider by the
Autorité de controle prudentiel et de résolution (ACPR) and Autorité des marches financiers
(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.

Some or all of the information contained in this document may already have been published on
https:/globalmarkets.bnpparibas.com.

For country-specific disclaimers (United States, Canada, United Kingdom, Germany, Belgium,
Ireland, Italy, Netherlands, Portugal, Spain, Switzerland, Brazil, Turkey, Israel, Bahrain, South
Africa, Australia, China, Hong Kong, India, Indonesia, Japan, Malaysia, Singapore, South Korea,
Taiwan, Thailand, Vietnam) please type the following URL to access the applicable legal notices:
https:/globalmarkets.bnpparibas.com/gm/home/Markets_360_Country_Specific_Natices.pd.

© BNP Paribas (2025). ALl rights reserved.

Subscribe to our publications:

ECONOMIC RESEARCH

gl BNP PARIBAS

La banque
d’'un monde
qui change



