GERMANY
And now, disinflation

German inflation resumed its downward trend, after stabilising between May and August (6.4% y/y in

August according to the harmonised index), to reach 4.3% in September, due, firstly, to base effects § 8§ 8 % % 2 9 8 Q Q Q
(seasonally adjusted inflation was 2.3% m/m in September 2022, compared to a more normal 0.3% in 5 3 & S € & 5 & 5 5 9 %
September 2023). We expect a further drop in inflation of nearly 1 pp in October for the same reason O =z 0 S5 uw =2 < =2 5 5 < 0

(+1.1% m/m in September 2022 1 pp above the average for October over the last 15 years). Underlying IFO Businsss Climate Manufachiring 0.6

inflation also fell to 4.8% y/y in September after a high of 6.3% in August 2023. In September-October IFO Business Climate Services

2022, energy inflation had been clearly passed onto underlying inflation, and the drop in the former IFO Business Climate Trade

has since an impact on the latter (average monthly rise in seasonally adjusted underlying inflation of IFO Business Climate Construction 06 15 05 038
0.2% over the last 3 months, compared to 0.4% over the previous 6 months and 0.6% in H2 2022). GFK Consumer Confidence

This drop in inflation can also be explained by the slowdown in demand. Household consumption has Industrial Production -0.1 0.0 -0.5 -03 0.0 03 02 0.0 -02 -03 -02
not supported growth since Q3 2022 (down in Q4 2022 and Q1 2023, stabilisation in Q2 2023). The GfK Industrial Orders foreign -06 0.3 -1.0 -0.6

Consumer Confidence Index stood at -26.5 in October, having remained close to this level for 6 months
now, well below its pre-Covid average (+6 between 2001 and 2019). For the time being, the
opportunity to make major purchases has hit an all-time low, at 5.8% of respondents in August 2023

-0.6 -0.3 0.2
-09 -05 -1.0

New Orders Construction
Retail sales

Core HICP 238
according to the European Commission: since April 2022, this has been under 10%, a level below which
it had not fallen during the 2008 crisis. UnemploymentRate 1.1 11 10 09 08 08 08 09 09 08 08 08
This reduced consumer demand is being reflected in new factory orders, the 6-month average of -
which, at end-August 2023 was 6% lower than the average seen in August 2022. This reduction can be 1 2 3

primarily explained by lower domestic orders (-6%, including -19% on durable goods) and foreign

The Indicators are all transformed into "z-scores”, i.e. deviations from the long-term average value (expressed in standard deviation), the average of which is

orders outside the eurozone (_ 6.5% includi ng -18% on durable gOOdS) Demand constraints also zero. Positive (negative) values indicate the number of standard deviations above (below) the mean value.
. . . Y L . ’ . K Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high
weighed on the business climate, with the IFO current conditions index reaching a new low of 88.7 in unemployment.

September 2023 (-5 points in 3 months).

These developments, along those seen in the IFO's Employment Barometer (95.8 in September), which GDP UfﬂWth
has been below its long-term average for 3 months now, suggest a downward risk for growth: H2 2023

should, according to our forecasts, mark a new recession (-0.1% q/q in Q3 and Q4) after already gt ie] EiymOL D Forecast AUl [fEReTESTES (/)
negative growth in Q4 2022 and Q1 2023 and zero gl"OWth in Q2 2023. Q32022 { Q42022 i Q12023 i Q22023 Q4 2022 032023 | Q42023 | 2022 (observed): 2023 2024
04 -0.4 -0.1 0.0 -0.2 -0.1 -01 19 -0.3 0.3

Stéphane Colliac (completed on 19 October 2023)

Source: Refinitiv, BNP Paribas
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The infermation and opinions contained inthis document have been cbtained from, or are based on, public sources believed
to be relizble, but there & no guarantee of the accuracy, completensss o fitnes for any partcular purpose of such
information and such nformation may not have been independently verfied by BMNPP or by any person. None of BNPP, ary
of its subsidiary undetakings or affiiaies or is members, directors, officers agemns or employees accgots any responsbilioy
or labiity whatsoever or makes any repressntation or warranty, express or implied, asto the accuracy and completensss of
the information or any opinicns based thereon and contained in this document and it should not be relied upon as such. This
document does not constitute ressarch, as defined under MIFID 0, or form any part of any offer to sellor issue and Isnot a
solicitation of any offer to purchase any financial instrument, nor shall © or any part of © nor the fact of its disributon form
the besisof, or be relied on, N connection with any contract or investment decision. Information and opinons contained in
this document are publshed for the information of recipients, but are not to be ralied upon as authoricative or tsken in
substtution for the exercise of judement by any recipient, are subject o change without notice. In prov ding this document,
BMPP does not offer inmvestment, financal, kegal, tax or any other type of advice to, nor has any fiduciary duties tow ards,
recipients Any reference to past performance is not indicative of future performance, which may be better or worse than
prior results Any hy pothetical, past performance simulationsare theresu k of estimatesmade by BMPFP, as of a given moment,
onthe bass of parameters, market conditions, and historical data selected by BNPP, and should not be used as guidance in
ary way, of future performance. To the fullest extent permitted by law, no BNPP group comparny accepts any labilioy
whatsoever (induding in neglgence) for any direct or consequential los arisng from any use of or relance on material
con@ined in this document even where advised of the possibilioy of such losses All estimates and opinions included in this
document are made & of the date of this document. Unless otherw s indicated in this document there & no intention to
updatethis document. BMPP may make a market in, or may, == principal or agent, buy or s=llsecuritiesof any issuer or person
menticned in this document or derivatives thereon. Prices, yields and other similar information induded in this document
are ncluded for information purposss however numerous factors will &ffect market pricdng & any partcular time, such
informaticn may be subject to rapid change and there is no certainty that transactions could be executed at any goecified
price. BNFP may have a financial nterest in any isuer or person mentioned in this document, inchluding a long or short
position in ther sscurities and/or options, futures or other derivative instruments based thereon, or vice versa. BMPP,
including its officers and employees may serv e or have served as an officer, director or in an advisory capacity for any person
mertionad in this document. BMPP may, from time to time solcit, paform or have performed mvestment banking,
underwriting or other sevices (including acting as adviser, manager, underwriter or lender) within the k&=t 12 months for any
person referred to in thisdocument. BNPP may be a party to an sgreement with any person relaing to the production of this
document. BMPP may to the extent permitted by law, have acted upon or used the information con@mined herein or in the
document, or the analysis on which it was based, before the document was publshed. BMPP may receive or intend to sesk
compensaion for investment banking services inthe ned three months from or in reltion to any paerson mentionsd inthis
document. Any person mentioned in ths document may have been provided with relevant sections of this document prior
to its publication in order to verify its factual accuracy.

This document was produced by a BMPF group com pany. This document sfor the use of intended recipients and may not be
reproduced (in whole or in part) or delivered or ransmitted to any othe personw ithout the prior written consent of BMPE.
By accepting of accessing this document you agreeto this

BMP Paribas is a socigté anonyme ncorporated in France, licensed and supervised as a credit nstitution by the European
Central Bank (ECE) and s an investment services provider by the Autoricé de contréle prudentidd et de résolution (ACPR) and
Autorité des march es financiers (AMF), and having tsregistered office & 16, bouleyard des aliens, 75009 Pars, France.

Some or all of the mnformation contained in ths document may already have been published on
hittps:// globalmarkets bnpparibss.com.
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