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MOROCCO: CONFIDENT DESPITE CHALLENGES

The year 2020 was challenging. Caught in the grips of a severe
recession, Morocca’s sovereign rating was also downgraded by rating
agencies based on the sharp rise in government debt. Morocco is in
speculative grade, even though international institutions like the IMF
consider that the authorities’ response to the pandemic’s shock was
both justified and adequate. They have already mobilised resources
equivalent to more than 6% of GDP, which is higher than the regional
norm (chart 1). The recovery plan is also ambitious at 11% of GDP.
Comprised largely of state-backed loans (60% of the total), it also calls
for the setting up of a strategic investment fund (4% of GDP) with two
key objectives: launching major investment projects, essentially in the
form of public-private partnerships, and providing capital to firms.
More importantly, efforts to contain the pandemic are paying off. The
spread of the virus has declined again after peaking in year-end 2020
(chart 2), and Morocco was one of the first to roll out a vaccination
campaign very early on. Nearly a quarter of the population has already
received at least one dose of the vaccine. Morocco stands out favourably
compared to its peers, although it still faces a long road ahead to reach
herd immunity. This explains why numerous restrictions are still in
place despite recent moves to lift them (chart 3). Above all, tourist
season looks bad this year after the sector’s collapse in 2020. Despite
a bumper agricultural harvest, the Moroccan economy is unlikely to
return to pre-pandemic levels before 2022. Looking beyond the short-
term risks, the crisis has also underlined some structural fragilities
that need to be adressed. Although the announcement of several
reforms was a welcome step in the right direction, it will be even more
important to implement them at a time when the government must
consolidate public finances. In the short term, however, the authorities
will continue to have comfortable fiscal and monetary manoeuvring
room.

A gradual economic rebound

Visible scars

Morocco is one of the countries of the Middle East and North Africa
(MENA) region that the pandemic has hit hardest. GDP growth
plummeted by 6.3% in 2020. There were multiple shocks. In addition
to a long, precocious lockdown, the economy was undermined by
the collapse of tourism activity and the decline in European demand
(which accounts for about 70% of exports). To make matters worse,
agriculture was also hit by unfavourable weather conditions. Unlike
previous bouts of recession, there was a general drop-off in activity in
2020, with both agricultural and non-agricultural GDP contracting by
8.6% and 6%, respectively (chart 4).

All the components of private demand contracted in 2020 (chart 5),
especially household consumption (-4.1%) and investment (-9%).
Despite the good resilience of public administrations consumption,
the downturn in domestic demand slashed GDP growth by 6.5 points

The Covid-19 pandemic has had a significant impact on the Moroccan economy. After an unprecedented 6.3% decline in GDP
in 2020, the first signs of a recovery are still fragile, even though vaccination campaigns are progressing in both Morocco
and Europe, by far the country’s biggest trading partner. This is mainly due to the sluggishness of the tourism industry. It
is thus vital that the authorities continue to provide support this year. Despite the rise in public debt, fiscal consolidation
is unlikely to start before 2022. The rating agencies S&P and Fitch have downgraded the country to speculative grade. For
the moment, however, macroeconomic stability is not a major source of concern. But tight fiscal manoeuvring room could
become problematic in years to come. It seems to be more crucial than ever to intensify reforms given that the slowdown
in growth and its feeble job content was already a source of concern before the crisis.

while the 12.2% decline in imports of goods and services helped offset
the 14.3% decline in exports. All in all, foreign trade made a slightly
positive contribution to growth (0.2 points).

According to the High Commission of Planning, the economy swung
back into growth, up 0.7% year-on-year in Q1, thanks to a very strong
contribution from the agricultural sector (+13%). The primary sector
accounts for 10-12% of GDP, so its dynamics has a big influence on
overall growth. In contrast, non-agricultural value added continued to
contract in Q1, down 1% year-on-year, which underscores the fragility
of the upcoming rebound.

The deteriorated labour market situation continued to strain household
confidence despite an improvement in Q1 2021 (chart 6). Although
the participation rate returned to pre-crisis levels (45.5%), the
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EXPORTS AND TOURISM RECEIPTS (MAD BN)
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unemployment rate is still 2.3 points higher (chart 7), notably in the
15-t0-24 age group (32.5% in Q1 2021, +4.5 points) and among women
(17.5%, +4 points). ALl in all, more than 220,000 people have lost their
jobs since Q4 2019 due to the consequences of the pandemic and the
poor farm harvest. The turnaround in consumption is likely to be slow
and gradual despite several rather supportive factors (low inflation,
resilience remittances from the Moroccan diaspora), while investment
is still showing no signs of recovering, as illustrated by the ongoing
decline in bank lending for capital goods (-4% at the end of April 2021).

On the sectoral side, despite a net rebound in exports of automobiles and
phosphate in the first four months of the year, numerous manufacturing
industries continue to be hard hit, especially in aeronautics as well as
textiles, albeit to a lesser extent (chart 8). Exports have returned to pre-
crisis levels. In contrast, tourism revenues were still down 67% in April
2021 (chart 9). It is a key sector of the Moroccan economy, accounting
directly for 7% of GDP with numerous indirect effects on the economy,
notably in transport. The combined drop-off in value added in these
two sectors explains nearly 40% of the recession in 2020. Although the
health situation in Europe is improving, hopes are not high for a strong
rally this year, even though the Moroccan diaspora makes up a big
portion of non-resident tourists (45% of the total), which should serve
as a buffer. The central bank expects tourism revenues to increase by
only 5% in 2021, but then hopes the situation will virtually return to
normal by 2022.

Monetary policy will remain accommodating

Under this environment, economic policy will continue to play a key
role. In addition to fiscal measures comprised essentially of state-
backed loans, the monetary authorities were particularly responsive in
2020 to limit the shock. Although the Moroccan central bank refused
to intervene directly to finance the Treasury, it did cut its key policy
rate by 75 basis points to an all-time low of 1.5%. It also stepped up
liquidity injections in the banking sector by broadening the line of
eligible collateral and extending its refinancing operations (chart 10).
Combined with the temporary easing of regulatory requirements, these
measures helped support bank lending, notably through subsidised
loan mechanisms to address corporate cash flow needs. Liquidity loans
have accounted for nearly half of the increase in loans outstanding
since March 2020 (chart 11), while consumer and capital loans have
declined. Corporate borrowing conditions are still favourable with an

average lending rate of 4.5% in Q1 2021, down from 4.9% in Q4 2019.
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Transmission of monetary policy to the economy seems thus effec-
tive and is expected to remain so. Inflationary pressures are limited
(chart 12). The consumer price index rose only 1.4% in April despite the
surge in prices for imported commodities. Core inflation was still below
1%. With a slightly positive real policy rate, the central bank still has
some leeway to maintain an accommodating bias in the months ahead.
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Cyclical and structural constraints

Despite afavourable monetary environmentand the growingimportance
of public investment via the launch of the strategic investment fund,
the Moroccan economy will not return to its pre-pandemic level before
2022. GDP growth is expected to rise by 5.3% in 2021, thanks largely to
a strong rebound in agricultural production, bolstered by a favourable
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base effect (2020 harvests were especially poor) and good weather
conditions. Excluding agriculture, growth is unlikely to exceed 4%
due to the difficult recovery in the tourism sector, the deep impact
of deteriorating household financial situation on consumption, and
the lack of visibility over private investment, even though the risks
associated with the spread of the pandemic are diminishing thanks to
the advance of vaccination campaigns in Europe and Morocco.

The crisis has also revealed numerous structural weaknesses. The
country successfully developed industrial clusters in recent years
thanks to the implantation of international groups, especially in the
automotive sector (now the biggest source of exports). As a result,
Morocco has also become more dependent on external demand and is
more vulnerable to exogenous shocks. Moreover, these new industries
have had rather limited spill over effects on the rest of the economy.
In particular, the job content of growth was poor even before the crisis.
Since 2010, the Moroccan economy has created only 69,000 jobs a
year on average (excluding 2020), compared to a 2000-2009 average
of 144,000 jobs. There are several reasons behind this development.

First, Morocco's integration in global supply chains is progressing
but is still insufficient (chart 13), despite the country's undeniable
strengths (quality infrastructure, close proximity to Europe). Second,
the Moroccan economy suffers from low productivity. Among its main
competitors, Turkey is closest in terms of investment over the past ten
years, butits average annual growth is 2.5 points higher than Morocco's
(chart 14). Accumulation of capital is still largely dominated by the
construction and public works sector despite a recent shift towards
industry, (chart 15). This reflects the government's determined efforts
to improve infrastructure. Yet this cannot be seen in the overall growth
of the economy.

Increasing the country’s growth potential - which is estimated at about
3.5% - is not the only challenge that must be met. The economy also
must become more resilient and inclusive. The Moroccan authorities
are well aware of this, as illustrated by the project to extend
healthcare coverage to all Moroccans starting this year (currently 40%
of the population is not covered). The extension of coverage will be
rounded out by a complete overhaul of the social welfare protection
system, which is highly segmented and poorly targeted. This reform
will be spread over 5 years. The announced reform of state-owned
companies is also a step in the right direction. It aims to increase their
effectiveness through in-depth restructuring of their business model.
The government might also rely on the work of the special commission
on the new development model implemented in late 2019. The
recently published report identifies most of the constraints, especially
productivity issues. Yet it will take a long time to overcome some of
these constraints, especially the poor level of human capital. In 2020, a
little over half of the active labour force had no diplomas, and Morocco
lags far behind its competitors in terms of learning.

Public finances deteriorate sharply but are still ma-
nageable

Fiscal shock

Like many countries, the deterioration of public finances was sharp
in 2020, to the point that Morocco had to approve a supplementary
budget law for the first time since 1990. Initially forecast at 3.7% of
GDP the fiscal deficit ended up swelling to 7.7% of GDP, mainly due
to the 7% decline in fiscal revenue. The shock was partially offset by
significant public and private sector contributions to the Covid fund.
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Only a third of the MAD 34.6 bn (3.2% of GDP) was funded by the
budget. Current spending was also controlled fairly tightly (+3.4%),
thanks to savings on energy subsidies among others. Moreover, the
19% increase in public investment can be attributed almost exclusively
to the government’s MAD 15 bn allocation to the strategic investment
fund, which aims to fuel the recovery. In other words, this spending has
not been disbursed yet. Excluding this contribution, capital expenditure
would have held steady at a high level of 6.6% of GDP.

Government debt rose sharply, up 12 points to 77% of GDP at year-
end 2020. Debt will continue to rise for at least the next two years
(chart 16) to culminate at 82% of GDP.

Reduction of the budget deficit is unlikely to really get underway
before 2022, assuming there is a tangible economic recovery. In 2021,
spending will remain high, especially public investment (6% of GDP).
The extension of the social welfare system should generate an extra
0.8 points of GDP. while revenues will continue to be squeezed by the
impact of the crisis. Although revenues will be higher than in 2020,
they will still be 6% lower than in 2019. Despite the expected growth
rebound, the fiscal deficit is expected to reach 6.6% of GDP in 2021
before gradually narrowing thereafter, to 4.6% of GDP in 2024, thanks
to cutbacks in the public sector wage bill and improved tax receipts.
To reduce its borrowing needs, the government is also counting on
proceeds from privatisations, estimated at about 1.3% of GDP for the
period 2021-2024.
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According to the IMF, the pace of fiscal consolidation is credible,
although it calls for vigilance, especially given the high level of state-
backed loans granted by the authorities. These loans could exceed
10% of GDP by the end of 2021, and do not include the guarantees
already granted to state-owned companies (11% of GDP at year-end
2019, comprised essentially of external debt). Budgetary transfers to
commercial state-owned companies are generally contained (0.4% of
GDP in 2019) and the proposed reforms targeting these companies
should improve their governance and effectiveness. Even so, they pose
arisk for the public finance trajectory through their massive investment
(18% of total investment between 2015 and 2019). Yet the government
will no longer have the same manoeuvring room if it has to face up to
a second shock.

Favourable financing conditions and debt profile

The deterioration of the public accounts is still manageable thanks
to favourable financing conditions. Despite significant issuance on
domestic debt market in 2020, the yield on Treasury notes has never
been so low. In the meantime, the authorities did not have much
trouble raising funds in the international markets, with two issues in
September and December for EUR 1 bn and USD 3 bn, respectively.
With an apparent cost of debt of only 4%, Morocco managed to contain
the interest payment at less than 12% of government revenue, which
is one of the lowest ratio among the region’s oil-importing economies.

SOVEREIGN SPREADS (BASIS POINT)

700 -

600 -

500 -
400 -
300 -
200 -
0 4 . T T T T

Morocco  Emerging  South Africa  Turkey Egypt Tunisia
countries
CHART 18 SOURCE: JP MORGAN
STRUCTURE OF CENTRAL GOVERNMENT DEBT
: Bondholders &
Official .
creditors Commercial
15% banks
9%
Domestic
76%
CHART 19 SOURCE: MINEFI

gl BNP PARIBAS

The bank
for a changing
world



w Eco Conjoncture n°s // June 2021

economic-research.bnpparibas.com

Moreover, the yield curve continued to decline in the first quarter
(chart 17). In addition to an accommodating monetary policy bias,
the government also benefited from a large, captive base of local
investors, many of which are positioned in long-term maturities. The
loss of its “investment grade” status does not seem to have worsened
the Kingdom's borrowing conditions in international financial markets
either. After peaking at 400 basis points in March 2020, Morocco's
sovereign spread has fallen back to the moderate pre-crisis level of
200 basis points (chart 18).

The structure of the debt is also favourable. With 76% of the government
debt denominated in MAD (chart 19), debt is moderately exposed to
exchange rate risk. Furthermore, 61% of debt in foreign currency was
denominated in euros and 34% in US dollars at end-2020, which is
close to the current basket used for the dirham (60% EUR and 40%
USD). The debt profile is also characterised by a rather long average
maturity (7.5 years), domestic debt is at fixed rate, and more than 60%
of external debt is still held by official creditors despite higher recourse
to international financial markets in recent years. On the whole, the
debt trajectory is not very sensitive to external shocks, excluding those
affecting growth and the primary deficit. The low stock of Eurobonds
(8% of GDP), and more generally the Treasury's external debt (18.4%
of GDP), also provides the authorities with some leeway in case of a
liquidity squeeze in the domestic market. This could become necessary
if the persistently high financing needs were to weigh on private sector
investment (crowding-out effect), even though this scenario is not very
likely in the short term. Moreover, Morocco still enjoys solid support
from international donors.

Solid external position
Comfortable liquidity buffer

Despite the deterioration in public finances, the country's external
stability does not seem threatened. By drawing fully on a USD 3 bn
IMF precautionary and liquidity line in early April 2020, the authorities
successfully sought to protect the economy from any potential
pressures. Combined with the massive mobilisation of external
borrowing by the Treasury (Eurobond issues, loans from bi- and multi-
lateral institutions), this helped rebuild the forex reserves to a very
comfortable level. At year-end 2020, they reached USD 33.7 bn, the
equivalent of 9 months of imports of goods and services (chart 20).

Moreover, the impact on the external accounts of the slump in tourism
revenue was not as severe as expected, because it was partially offset
by the resilience of remittances by the Moroccan diaspora (12-15% of
current revenue), up 5% compared to 2019. Imports contracted more
sharply than exports, down 14.1% and 7.5%, respectively, which also
helped substantially reduce the trade deficit. With the exception of
food products, all of the main import items declined sharply due to
sluggish domestic demand. The decline in oil prices was also a big
help. All in all, the current account deficit narrowed to only 1.5% of
GDP, compared to 4.1% in 2019 and an average of 3.9% of GDP in the
five years prior to the crisis (chart 21). At the end of April 2021, the
trade deficit continued to reduce by 4.2% thanks to the rebound in
exports (+22.3% YoY) which recovered much more rapidly than imports
(+10.7% YaY) despite the sharp upturn in oil prices.

Although this dynamic is likely to deteriorate in the months ahead due
to the expected recovery of demand in tandem with the start-up of
major infrastructure projects, the current account deficit should remain
moderate, at less than 4% of GDP in 2021-2022. Pockets of fragility
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remain. First, tourism revenues are expected to continue to fall short
of the 2019 level by 3.5 points of GDP in 2021, and the magnitude
of which the sector will rebound as of 2022 is uncertain. Second, the
good resilience of remittances by Moroccan residents living abroad
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(essentially in Europe) could erode, even though the diaspora has an
undeniably strong sense of solidarity.

Yet the Moroccan economy also has some solid fundamentals for
attracting capital. After hitting a low of 0.5% of GDP in 2019, net flows
of foreign direct investment (FDI) picked up somewhat in 2020 despite
the crisis, to 1.1% of GDP. Although this is still far below the 2010-
2015 average of 2.4% of GDP. when major industrial projects were
being implemented, the robust dynamism of manufacturing sector at
world level, including in Europe, will have positive repercussions for
the Moroccan economy. Even using conservative assumptions, given
the pandemic’s uncertain impact on the real estate sector (the second
biggest FDI recipient after industry), net FDI flows could swell to 1.3%
of GDP in 2021 and 1.5% in 2022, which is more than a third of the
current account deficit. Moreover, even if the external debt swells to
just under 60% of GDP, 90% have a long maturity (chart 22), and given
Morocco's good access to international financial markets and strong
support from donor funds, covering the financing gap should not pose
difficulties.

Foreign currency regime: greater but controlled
flexibility

The solidity of Moroccao’s external position is also reflected in the
strength of the dirham (MAD). In March 2020, the monetary authorities
widened the fluctuation band of MAD to +/-5% (vs +/-2.5% previously),
which allowed the Moroccan currency to adjust to the pandemic’s
initial shock before strengthening again thereafter (chart 24) thanks
to swelling forex reserves and a the contraction in trade deficit. For
several months, the dirham has even been trending towards its upper
range, highlighting the upside pressure against the US dollar, although
this should ease given the expected deterioration of Morocco's external
accounts.

According to the IMF, the time is ripe to go ahead with a greater
flexibility of the exchange regime. The prerequisites are in place: low,
tightly controlled inflation, a moderate external debt, and comfortable
forex reserves. The monetary authorities, in contrast, feel there is an
urgent need to wait. Without calling into question the benefits of such
a reform, the current environment seems to be too unstable to enter a
new phase in the transition towards a more flexible foreign exchange
regime. After all, the long-term stability of the real effective exchange
rate (chart 24) does not seem to suggest a misalignment of the dirham
relative to its economic fundamentals, especially inflation, which helps
offset the slow appreciation of the nominal effective exchange rate
(+0.7% a year on average since 2010).

Banking sector: resilient despite pressures

The banking sector has been resilient so far thanks to an initially robust
position and measures implemented by the monetary authorities. Even
so, the pandemic triggered a severe shock, as illustrated by the 14.5%
increase in non-performing loans at year-end 2020 (chart 25). The
deterioration was sharpest among household, with NPL up 18.2%, but
corporate delinquencies also jumped 12.3%. On a positive note, this
deteriorating trend has stabilised since the beginning of the year.
Moreover, the moratorium on debt repayments ended in June 2020,
which means the deterioration in asset quality should already be
reflected in part in bank balance sheets.

Even so, caution is still needed. At 8.6% in April 2021, the doubtful loan
ratio is already high. In addition, the recovery is still fragile and credit
supply during the crisis was essentially driven by various state-backed
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loan mechanisms designed to support corporate liquidity. Banks are
especially vulnerable because 37% of corporate loans were allocated
to SME in 2019, which is by far the most fragile segment. Given the
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downside pressure on interest margins (chart 26), a big increase in
defaults would have a harmful impact on the sector’s profitability after
a difficult year in 2020. According to Moody's, cumulative net benefits
for the four biggest Moroccan banks (65% of loans outstanding at
year-end 2020) plummeted by more than 50% last year despite the
international diversification of their activities. In 2019, a quarter of their
consolidated assets were from international subsidiaries, essentially in
Sub-Saharan Africa, where the crisis was not as severe. Yet prospects
in this region are also fragile due to delays in rolling out vaccination
campaigns. In other words, this is another source of vulnerability.

With capital adequacy ratios exceeding prudential standards (regulatory
capita ratio of 15.6% and Tier-1 capital of 11.5% at year-end 2019),
buffers seem, however, robust enough to cope with the rise in credit
risk. At 68% in June 2020, the provisioning rate is also considered to
be adequate, and the funding profile is solid. Two thirds of the banking
system’s liabilities stem from customer deposits, which have not been
undermined by the crisis. Up 5% in 2020, deposits cover 104% of lending
to the economy. The relatively big presence of foreign banks (16% of
assets) can be seen also as another supportive factor for the stability
of the banking system. In the past, parent banks have not hesitated
to support the liquidity of their subsidiaries, and even to make capital
injections. Above all, the monetary authorities have demonstrated their
ability to help banks during the crisis and it is highly probable that they
will continue to do so if new tensions were to emerge.
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The impact of the Covid-19 pandemic created a severe shock that
has left its marks on Morocco’s socio-economic environment. While
progress of vaccination campaigns raises hopes that the crisis will
end in 2022, the authorities cannot rely solely on fiscal and monetary
stimulus measures to fuel the recovery. The economy also needs new
reforms to be implemented in order to become more resilient and
generate more jobs.

On the positive side, macroeconomic risks are low in the short term.
Debt is definitely swelling, but its structure is still favourable, and
favourable financing conditions limit refinancing risks. Other strengths
include the solidity of Morocco’s financial sector, comfortable
FX reserves, and strong support from foreign partners. Above all, the
Moroccan authorities are aware of the economy’s weaknesses (low
productivity, etc.). In the past, they have demonstrated their capacity
to undertake bold reforms. The emergence of industrial clusters,
especially in the automotive sector, is a good illustration. At a time
when the global economy is being completely reconfigured, Morocco
can participate in this movement thanks to some of its undeniable
comparative advantages. But alongside the big international and
national groups, it needs to develop a more competitive network of
Moroccan corporate to ensure that the benefits are spread throughout
the economy as a whole.

Completed on 8 June 2021

stephane.alby@bnpparibas.com

gl BNP PARIBAS

The bank
for a changing
world



GROUP ECONOMIC RESEARCH

William De Vijlder
Chief Economist

ADVANCED ECONOMIES AND STATISTICS

Jean-Luc Proutat

US, UK - Head of economic projections, relationship with French network

Hélene Baudchon
France - Labour markets

Louis Boisset

Japan - European Central Bank watch, Euro area global view

Frédérique Cerisier

Euro area (European gouvernance and public finances), Nordic countries

Guillaume Derrien
Italy, Spain, Portugal - International trade

Raymond Van Der Putten

Germany, Netherlands, Austria, Switzerland - Energy, climate

Tarik Rharrab
Statistics

BANKING ECONOMICS

Laurent Quignon
Head

Laure Baquero
Céline Choulet

Thomas Humblot

EMERGING ECONOMIES AND COUNTRY RISK

Francois Faure
Head - Argentina

Christine Peltier
Deputy Head - Greater China, Vietnam, South Africa

Stéphane Alby
Africa (French-speaking countries)

Stéphane Colliac
Turkey, Ukraine, Central European countries

Sara Confalonieri
Africa (Portuguese & English-speaking countries)

Pascal Devaux
Middle East, Balkan countries

Hélene Drouot
Korea, Thailand, Philippines, Mexico, Andean countries

Salim Hammad
Latin America

Johanna Melka
India, South Asia, Russia, CIS

CONTACT MEDIA

Michel Bernardini

+33 1557747 31

+33 15816 73 32

+33158 16 03 63

+33157430291

+331431695 52

+33155777189

+3314298 5399

+331431695 56

+33 14298 56 54

+33143169550
+3314316 95 54

+3314014 3077

+331429879 82

+33 14298 56 27

+331429802 04

+33 14298 43 86

+33 14298 43 86

+33143169551

+3314298 3300

+331429874 26

+3315816 05 84

+33142980571

william.devijlder@bnpparibas.com

jean-luc.proutat@bnpparibas.com
helene.baudchon@bnpparibas.com
louis.boisset@bnpparibas.com
frederique.cerisier@bnpparibas.com
guillaume.a.derrien@bnpparibas.com
raymond.vanderputten@bnpparibas.com

tarik.rharrab@bnpparibas.com

laurent.quignon@bnpparibas.com

laure.baquero@bnpparibas.com
celine.choulet@bnpparibas.com

thomas.humblot@bnpparibas.com

francois.faure@bnpparibas.com
christine.peltier@bnpparibas.com
stephane.alby@bnpparibas.com
stephane.colliac@bnpparibas.com
sara.confalonieri@bnpparibas.com
pascal.devaux@bnpparibas.com
helene.drovot@bnpparibas.com
salim.hammad@bnpparibas.com

johanna.melka@bnpparibas.com

michel.bernardini@bnpparibas.com

gl BNP PARIBAS

The bank
for a changing
world



GROUP ECONOMIC RESEARCH

CONJONCTURE

Structural or thematic topics.

EMERGING

Analyses and forecasts for a selection of
emerging economies.

Analyses and forecasts with a focus on
developed countries.

ECOFLASH

Data releases, major economic events.

ECOWEEK

Recent economic and policy developments,
data comments, economic calendar, forecasts.

ECOTV

A monthly video with interviews of our
economists.

ECOTV WEEK

A weekly video discussing the main event of
the week.

MACROWAVES

Our economic podcast.

e
<‘-:s(

CRIBE ON OUR WEB

‘OLLOW US ON LINKED

€

see th

ee the Economic R rch Twitter page

HOW TO RECEIVE OUR PUBLICATIONS

Published by BNP PARIBAS Economic Research

Head office: 16 boulevard des Italiens - 75009 Paris France / Phone : +33 (0) 1.42.98.12.34
Internet: www.group.bnpparibas.com - www.economic-research.bnpparibas.com

Head of publication : Jean Lemierre / Chief editor: William De Vijlder

The information and opinions contained in this report have been obtained from, or are based on,
public sources believed to be reliable, but no representation or warranty, express or implied, is
made that such information is accurate, complete or up to date and it should not be relied upon
as such. This report does not constitute an offer or solicitation to buy or sell any securities or
other investment. It does not constitute investment advice, nor financial research or analysis.
Information and opinions contained in the report are not to be relied upon as authoritative or
taken 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 evaluation of the instruments
discussed herein. Any reference to past performance should not be taken as an indication of
future performance. To the fullest extent permitted by law, no BNP Paribas group company ac-
cepts any liability whatsoever (including in negligence) for any direct or consequential loss ari-
sing from any use of or reliance on material 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 intention to update this report. BNP Paribas SA and its affiliates (collectively
“BNP Paribas”) may make a market in, or may, as principal or agent, buy or sell securities of any
issuer or person mentioned in this report or derivatives thereon. BNP Paribas may have a finan-
cial interest in any issuer or person mentioned in this report, including a long or short position
in their securities and/or options, futures or other derivative instruments based thereon. Prices,
yields and other similar information included in this report are included for information pur-
poses. Numerous factors will affect market pricing and there is no certainty that transactions
could be executed at these prices. BNP Paribas, 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 report. BNP Paribas 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 report. BNP Paribas may
be a party to an agreement with any person relating to the production of this report. BNP Pa-
ribas, may to the extent permitted by law, have acted upon or used the information contained
herein, or the research or analysis on which it was based, before its publication. BNP Paribas
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 report. Any person mentioned in
this report may have been provided with sections of this report prior to its publication in order
to verify its factual accuracy.

BNP Paribas is incorporated in France with limited liability. Registered Office 16 Boulevard des
Italiens, 75009 Paris. This report was produced by a BNP Paribas group company. This report is
for the use of intended recipients and may not be reproduced (in whole or in part) or delivered
or transmitted to any other person without the prior written consent of BNP Paribas. By accep-
ting this document you agree to be bound by the foregoing limitations.

Certain countries within the European Economic Area:

This report has been approved for publication in the United Kingdom by BNP Paribas London
Branch. BNP Paribas London Branch is authorised and supervised by the Autorité de Controle
Prudentiel and authorised and subject to limited regulation by the Financial Services Authority.
Details of the extent of our authorisation and regulation by the Financial Services Authority are
available from us on request.

This report has been approved for publication in France by BNP Paribas SA. BNP Paribas SA
is incorporated in France with Limited Liability and is authorised by the Autorité de Controle
Prudentiel (ACP) and regulated by the Autorité des Marchés Financiers (AMF). Its head office is
16, boulevard des Italiens 75009 Paris, France.

This report is being distributed in Germany either by BNP Paribas London Branch or by BNP Pa-
ribas Niederlassung Frankfurt am Main, a branch of BNP Paribas S.A. whose head office is in Pa-
ris, France. BNP Paribas S.A. - Niederlassung Frankfurt am Main, Europa Allee 12, 60327 Frank-
furt is authorised and supervised by the Autorité de Controle Prudentiel and it is authorised and
subject to limited regulation by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).
United States: This report is being distributed to US persons by BNP Paribas Securities Corp.,
or by a subsidiary or affiliate of BNP Paribas that is not registered as a US broker-dealer. BNP
Paribas Securities Corp., a subsidiary of BNP Paribas, is a broker-dealer registered with the U.S.
Securities and Exchange Commission and a member of the Financial Industry Regulatory Autho-
rity and other principal exchanges. BNP Paribas Securities Corp. accepts responsibility for the
content of a report prepared by another non-U.S. affiliate 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 affiliate of BNP Paribas not registered as a financial instruments firm in Japan,
to certain financial institutions defined by article 17-3, item 1 of the Financial Instruments and
Exchange Law Enforcement Order. BNP Paribas Securities (Japan) Limited is a financial instru-
ments firm registered according to the Financial Instruments and Exchange Law of Japan and
a member of the Japan Securities Dealers Association and the Financial Futures Association of
Japan. BNP Paribas Securities (Japan) Limited accepts responsibility for the content of a report
prepared by another non-Japan affiliate only when distributed to Japanese based firms by BNP
Paribas Securities (Japan) Limited. Some of the foreign securities stated on this report are not
disclosed according to the Financial 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 registered as a Licensed Bank under the Banking Ordinance and regulated by the Hong Kong
Monetary Authority. BNP Paribas Hong Kong Branch is also a Registered Institution regulated
by the Securities and Futures Commission for the conduct of Regulated Activity Types 1, 4 and 6
under the Securities and Futures Ordinance.

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

© BNP Paribas (2015). All rights reserved.

gl BNP PARIBAS

The bank
for a changing
world



