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Economic surveys in September are sending out mixed signals. Consumer confidence is falling in most countries, which in some cases (France, Spain) underlines a slight rise in inflation.
This loss of confidence is also accompanied, in general, by a decline in purchasing intentions for durable goods, which can be linked to high interest rates and an expectation of a moderate
downturn on the labour market. Lower consumer demand is affecting companies' order books, with an impact that varies according to sector. In industry, economic Surveys are more
affected, while in services, activity remains dynamic in the US and Japan, while being more modest in Europe.

Regarding inflation, developments remain ambivalent. Inflation in the eurozone fell sharply in September (-0.9 points to 4.3% y/y), driven down by German inflation (-2.1 points to 4.3%), while
momentum was less favourable elsewhere. Inflation in the UK and US remained unchanged (6.7% and 3.7%, respectively). In addition, in the US, the rise in gasoline prices promptly led to a
sharp upturn in consumer expectations for inflation in October, for the year-ahead and for 5 years (according to the University of Michigan survey). This change is a reminder of the upside
risks still surrounding the disinflation trajectory, which itself underpins our expectation that the Federal Reserve, the European Central Bank and the Bank of England will stop raising their
key rates (So, further hikes cannot be completely ruled out).

The labour market is gradually easing, but not to the same extent in each region. In the US, job creation remained significant in September. This was more measured in the eurozone in Q2, an
indication of less tensions than in the past, although said tension remains significant. This suggests that wages growth should remain steady in the coming months, which, with more
moderate inflation, would allow a rebound in consumer purchasing power. In the UK, however, the available employment indicators show that the number of employees fell in September for
the second month in a row. In Japan by contrast, the labour market is marked by a historic labour shortage.

In terms of growth prospects, the US is continuing to stand out in 03, with clearly positive growth forecast (0.9% g/q), while growth should be very modest in the UK and Japan (0.1% a/a),
and zero at aggregated eurozone level.
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EUROZONE: FROM WEAK GROWTH T0 NO GROWTH?

GERMANY: AND NOW, DISINFLATION

FRANCE: SMOOTHING THE IMPACT OF A SHOCK ALSO MEANS DELAYING SOME OF ITS EFFECTS
ITALY: EMPLOYMENT CONTINUES TO RISE

SPAIN: THE INFLATIONARY RISK IS EMERGING AGAIN

UNITED STATES: HOUSEHOLD SENTIMENT IS ERODING

UNITED KINGDOM: THE LABOUR MARKET IS DETERIORATING

JAPAN: LABOUR SHORTAGES ARE WEIGHING ON ACTIVITY
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From weak growth to no growth? Eurozone: economic indicators monthly changes
The inflation situation, in the Eurozone, is cooling. Added to this good news is the surprising continued drop

in the unemployment rate (6.4% in August compared with 6.7% at the beginning of the year). But these - & & = @ = = @ o - =
positive developments are offset by a cooling also being seen in the European Commission Economic ~ 9 09 9 9@ 9 o 2 9 7 G
Sentiment Indicator (ESI). Given the weakness of confidence surveys, real GDP growth - only just positive in 8§ 2 &8 8 & 2 & 2 3 3 2 &
Q1 and Q2 2023 (+0.1% q/q each quarter) - is expected to be close to zero. We expect nil growth in both Q3 S elile Se”t”:_:‘gl”t :\r/‘l:f;:;tf"ii') 'gf ‘8-; 'gf 82 82 'é’; 8-8 'g'g 'gj 'g-g '83 'g-g
and Q4 2023, a forecast aligned with our nowcast estimate, also at zero. ESI - Serviceg 02 01 02 04 03 03 04 041 00 00 -01 -01
Other hard data available are also negative: drop in retail sales (moderate in July [-0.2% m/m], large in ESI- Retail sales 0.0 00 04 07 07 06 07 0100 02 01 0.0
August [-1.2% m/m]); marked decline in industrial production in July (-1.4% m/m), followed by a partial Conff:n'efzgi;rggﬂzzw _C:'% _%'89 _%‘77 _%% _%'57 _2";
rebound in August (+0.6% m/m) and a very unfavorable base effect sharply deepening the drop year-on-year PMI Manufacturing -0.7 -0.6 -0.4 -0.2 -0.3 -0.5 -0.8 Ik ' ' ' :
(-5%); contraction of exports by 3.9% y/y in August . PMI Services -0.3 -0.3 0.0 02 05 10 12 10 04 02 -04 -0.3
In September, the ESI deteriorated again, albeit slightly (-0.3 points, to 93.3). It is now at its lowest level ,\Tgﬂv\','\éax;g:tagr”drgg 0.9 07 -0.8

since end-2020, comparable to levels at the end of 2011, midway through the European sovereign debt crisis. PMI Manufacturing 07 05 06 -08

This is its fifth decline in a row, and this month only one sector avoided a drop, that of industry. Confidence New Orders : ’ : :

in services, retail trade and construction all deteriorated, and consumer confidence even more so (because of Fhul COan%Sljtsetr‘iaF—lrgzgfgt;“: g-; 8-: %-54 8-‘13 8-2 %-i ;-g 1015 %92 %‘2 %19 e
a more negative assessment of the outlook for inflation and unemployment, which will need to be Retail Sales [E1.0NEA A0 -09 1044 -09 09 -04 -04 08
monitored). New Car registrations 06 0.8 0.6 05 05 14 08 09 08 07 1.0

Admittedly, S&P Global's PMI composite index recovered slightly in September (+0.5 points, at 47.2), thanks core ::g:z
to services (+0.8, at 48.7), but it remained firmly in the contraction zone (which is also true for the entire Q3). UnemploymentRate 1.7 1.7 17 17 17 18 18 17 1.8 17 1.8
The index was driven down by the manufacturing sector, whose PMI stands at a very poor level (434, -0.1

25 25 20 17 16 16 1.1
2.8

points compared to August) and it remains to be confirmed that it has bottomed. H ; I;I . 5 3-

|nﬂati0n ]‘e[[ C[ear[y in September_ Headline in_ﬂ_ation declined by 0.9 percentage points, to 43% yly the 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
. . . . 2 ! ) ! zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive

lowest since October 2021, as deflation on energy prices increased (-1.3 pp to -4.6% y/y, subtracting 0.6 pp to (negative) vaiues indicate the number of standard deviations above (below) the mean value.

inflation) but not jUSt this. Food inﬂation continued to moderate (_0_9 pp to 8.8% y/y) and its contribution to Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high

unemployment.

inflation is now close to, but below, 2 pp (1.8). Above all, core inflation finally fell significantly (-0.8 pp to

4.5% yly, its lowest rate since August 2022). Over the coming months, tensions on oil prices and emerging GDP h
tensions on gas prices are likely to slow the disinflation process without calling it into question. For the ECB, ngt

the status quo on its policy rates should prevail, but the situation remains uncomfortable.

Actual Carry-over | Nowcast Forecast Annual forecasts (y/y)
Hélene Baudchon (completed on 18 October 2023) 32022 ] (42022 ] Q12023 ] Q22023 | 4 2022 | Q32023 | Q32023 | Q4 2023]2022 (observed)] 2023 | 2024
03 -0.1 01 01 03 0.0 0.0 0.0 34 0.5 09
1 The 25% y/y drop in imports should be put into perspective, bearing in mind the base and price effect causing Soumes Refin i B par s e e b

this, but it nevertheless raises concerns.
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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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FRANCE

Smoothing the impact of a shock also means delaying some
of its effects

The hierarchy has changed: French inflation, which was well below inflation in the eurozone, is now
higher (5.7% in September compared to 4.3% y/y, according to the harmonised index). On average, French
inflation even exceeded its June-July level by nearly 0.5 points in August-September (compared to a drop
of 0.6 points in the euro zone). This was due to the rebound in energy prices, which was stronger in
France, particularly with the increase in the regulated electricity tariff in August 2023 (+10%).
Conversely, the drop in underlying inflation continued (3.6% y/y in September compared to 4.3% in July).
This is mainly due to stabilisation of the (seasonally adjusted) index for manufactured goods prices
between April and September.

Consumer confidence fell in September to 83, after standing at 85 for three months. The rise in inflation
affected consumers' perception of their personal financial situation and standard of living. The
opportunity to save returned to its highest levels (excluding the Covid period) seen in February 2023 -
standing at 37 in September - indicating that the household savings rate (18.8% of gross disposable
income in Q2, almost 4 points above the average observed in 2019) should remain high.

The continuation of more moderate consumer demand for several quarters now, is starting to affect
order books in industry: for example, according to the European Commission, order books in the
automotive sector fell to 3.5 months in July, their average level in 2019 (compared to an average of
4.3 months in H1 2023). This lower demand has also impacted production: September's past production
figure in the INSEE survey in industry (which refers to the previous three months, i.e., Q3) is negative, at
-6 (compared to +3 in June and +5 as the historic average). This can be explained by the figures for the
automotive, other transport equipment and cyclical sectors (chemicals, plastics, metals).

The more positive elements (recovery in production and exports of transport equipment, investment by
companies) allowed positive growth to be maintained until Q2. We had expected negative elements to
drive negative growth in Q3 (growth forecast at -0.2% g/q). However, our nowcast suggests that growth
may have remained in positive territory (0.1% g/q), in line with a more moderate INSEE employment
climate than before, but still above its long-term average in Q3 (at 104 on average). If this were the case,
it could simply mean a delayed slowdown, which might happen, for example, in Q4.

Stéphane Colliac (completed on 19 October 2023)
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France: economic indicators monthly changes

5 3 8 5 8 &5 5 £ 5 5 9 %

(@) =z o - L = < = ) ) < ()

Business climate Manufacturing 0.4 02 01 02 03 04 01 -01 00 01 -04 -0.1
Business climate Services 04 04 04 04 05 05 03 02 02 02 02 02
Business climate Construction 09 08 09 09 0.7 07 07 05 04 03 04 03
Business climate Retail sales -0.3 -04 -0.1 -0.1 00 -0.3 00 -0.3 02 06 05 03
Employmentclimate 09 08 10 11 10 10 1.0 06 06 05 0.1 05

Consumer confidence

HICP

Core HICP
UnemploymentRate 1.9 19 19 20 19 19 17 17

Consumer spending
Industrial production -04 0.1 03 -03 02 01 03 04
Exports ofgoods 15 114 11 -01 0.7 05 02 0.6

T ]
-3 -2 -1 0 1

1.7 16

-08 -04 -0.6
0.1 05 00
00 02 -0.8

2 3

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

zero. Positive (negative) values indicate the number of standard deviations above (below) the mean value.

Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high

unemployment.

GDP growth

The bank for a changing world

Actual Carry-over | Nowcast Forecast Annual forecasts (y/y)
032022 + Q42022 Q12023 + Q22023 | Q4 2022 | Q32023 | Q32023 i Q42023 (2022 (observed)| 2023 | 2024
03 01 0.0 0.5 0.3 01 -0.2 0.0 25 0.7 0.5
See the Nowcast methodology. Contact: Tarik Rharrab
Source: Refinitiv, BNP Paribas
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Employment continues to rise Italy: economic indicators monthly changes

Household confidence has dropped slightly since April. This reflects a decline in purchasing
intentions for durable goods and a deterioration in the outlook for unemployment. Nevertheless,
the Italian labour market remains on track. Unemployment fell to 7.3% in August, its lowest rate in
fifteen years. As a result of this drop, recruitment problems are intensifying: the proportion of  Business climate - Manufacturing 04 0.0 03 04 02 05 06 02 -01 -02 0.1 -0.1
companies citing labour shortages as a factor limiting production was, in Q2 2023, the largest Business climate - Construction 2.0 1.7 20 19 18 1.9 gl 19 =y 18 1.9

. . ) . . Business climate - Services 0.1 03 02 06 05 04 06 06 06 06 06 06
seen since the early 1990s. Although the working population is far from having closed the gap PMI manufacturing
08 -08 -0.1 02 0.1 -05 -04

Oct 22
Nov 22
Dec 22
Jan 23
Feb 23
Mar 23
Apr 23
May 23
un 23
ul 23
Aug 23
Sep 23y

between the levels seen in 2019 (the deficit was 1.3% in August compared to the peak in April new export orders

2019), employment has continued to rise very significantly. This has helped to raise the PMI Composite - Employment 0.5 0.7 04 05 05 1.0 13 12 06 0.0 -07 04
employment rate (to 61.5% for 15-64-year-olds) to a level not seen in at least twenty years, the Ccl’n”;u"s"t’r;‘;"rzgiizgﬁe :gj 'c?"g 'g‘; :8; -%fa _%'.17 :8:; 8:; :8:; _%‘_3 -
current statistics going back only to 2004). Retailsales 02 09 07 12 11 12 06 05 07 05 04
Despite a tighter labour market, the increase in wages remains limited. The latter was up 3.2% y/y E’fﬁ’gg S 0.0 0.2 g_,z 'g'g’ 'gg ':g % 1052 .
and is still significantly below inflation, which rose almost twice as fast in September, to 5.6%. Core HICP GEEEEEEEE 30 23 24
Italian household purchasing power thus continues to contract, which is holding back private Employment 1.2 08 10 12 1.0 08 09 09 09 09 12
consumption. While not having fallen, private consumption is hovering just above its 2019 levels. UnemploymentRate 0.7 08 08 07 08 08 09 09 10 09 10
There is also significant divergence in trajectory between the various consumption items; On the Wage [S0.41S0:2520:21 04 04 04 0.7 06 HEESEINES

one hand, spending on services and durable goods are relatively high, having risen since the EEE ] I
beginning of the year. On the other hand, consumption of non-durable goods is falling. This -3 -2 -1 0 1 2 3

decline corroborates the d[‘op seen in retail sales ]cor‘ several months now, mai n[y due to lower 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

zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive

fOOd consum ption, which touched a twe nt_y -year low in Septe mber. (negative) values indicate the number of standard deviations above (below) the mean value.

Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high

After a contraction in Q2 (-0.4% g/q), real GDP should nevertheless pick up again in Q3, helped by unemployment.
a slightly more favourable inflationary environment. A further slowdown is expected in Q4. Growth '

for 2023 will remain moderate at 0.8% but higher than our expectations for the euro zone as a GDP growth
whole (+0.5%). ESSSESE————————m—m—m—m—m—m——m—,_

Actual Carry-over Forecast Annual forecasts (y/y)
Guillaume Derrien (comp[eted on 16 October 2023) 032022 i Q42022 i Q12023 i Q22023 Q4 2022 032023 | Q42023 [2022 (observed): 2023 2024
0.3 -0.2 0.6 -0.4 0.4 0.3 0.1 39 0.8 1

Source: Refinitiv, BNP Paribas
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The inflationary risk is emerging again Spain: economic indicators monthly changes

In September, the European Commission’s economic sentiment indicator fell to its lowest level of ¥ 8 ¥§8 8 8 8 g E & & &
. . . . Lo . . . — > o c o = — c _ (o)} o
the year in Spain. This reflects a slowdown in activity which, according to our forecasts, will result § 2 2§ » &£ &8 &8 5 3 2 8
in a slowdown in growth to 0.3% g/q in Q3 and 0.2% g/q in Q4. Inflation is also regaining ground Business climate - manufacturing 0.4 00 03 04 02 05 06 02 -01 -0.2 0.1 -0.1
and is again weighing on household confidence, as is the modest deterioration in the Business climate - construction 1.3 12 14 04 12 09 12 12 12 12 07 08
unemployment expectations index. It should be noted that the outlook for price developments Business climate - services 0403 02 06 05 04 06 06 06 06 06 06
differs quite significantly depending on the sector, according to the European Commission’s Tg'wmei’;‘;‘:"t‘gtfdr;”rg 07 -01 02 -06 -0.9 -0.8--0.4
survey: it indicates a new pullback in price pressures in construction (—1.9' pts) and industry PMI Composite -e 0.1 0.0 03 00 04 07 11 09 06 05 04 03
(-1.6 pts, the lowest since January 2021), while an upturn is observed in services (+3.1 pts), and Consumer confidence [S140=i] 08 -06 -05 -08 -04 -04 00 04 0.1 -04
more particularly, retail sales (+10 pts). Industrial production 04 0.0 0.1 0.1 0.1 06 -0.1 0.0 -04 -02 -04
Retailsales 1.3 0.8 16 21 17 21 18 17 15 16 13
i i 0, _ - i i i 0,
The consumer price index (CPI) rose 3.3% year-on-year in Septenjber ona harmqnlsgd basis (3.5% Exports 07 14 08 08 03 09 08 -07 09
for the national measure), i.e. the third consecutive month of increase. Deflation in the energy HIcCP/24 241 15 17 17 04 07 03 -02 00 01 05
component remains significant (-14.0% y/y), but its magnitude will decrease significantly in the CoreHICP 28 24 24 BB 27 22 19 18 24 23 19
coming months, before returning to positive territory, due to the current rise in oil prices and Employment 0.6 0.5 04 04 04 05 06 05 05 05 05 05

Wage 16 18 20 08 05 06 06 07 06 06 0.6 0.6

unfavourable base effects. Inflation in most major food items (eggs, milk, fresh vegetables) UnemploymentRate 0.6 0.6 06 06 07 07 08 08 08 09 09[00]

remains above 10% y/y, despite its small weight in the CPI basket - only 0.5% - olive oil, for
example, continues to record impressive price increases (+41.9% y/y) and thus contributed HEEE [ ] e
0.22 percentage points to headline inflation in September. Inflation in services has stabilised at a 3 2 A 0 1 2 3

high level (4.7% yly).

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
zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive

Job creation slowed significantly this summer compared to the previous quarter (+15,651 net (negative) values indicate the number of standard deviations above (below) the mean value _ _ _
Creations per month on average in Q3 after +52,196 in Qz)l bUt the I.abOUr market haS been abl.e Eﬁeelixr;%o;omt:;];he red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high

to withstand the interest rate shock and the slowdown in activity in the euro zone up until now.
This job resilience should support household consumption, in addition to likely new government GDP growth
measures to protect purchasing power. While some decisions have already been announced in the

2024 budget plan, sent to the European Commission on 15 October (rise in retirement pensions, Actual Carry-over Forecast Annual forecasts (y/y)
2% increase in public service remuneration), others may be added once the new government is in | 932022 . 42022 | Q12023 | Q22023 | Q4 2022 | Q32023 | Q42023 |2022 (observed), 2023 | 2024
place, which may, however, take some time. 0.5 0.5 0.6 0.5 12 03 02 58 2.2 15

Source: Refinitiv, BNP Paribas

Guillaume Derrien (completed on 16 October 2023)
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UNITED STATES
Household sentimentis eroding

Business climate has marginally weakened in September in the United States due to diverging

Fievetopments in the Manufacturing gnd Non-Mng]Ufacturilng sector?s.l The latter has sLovvgd to 53.6 (-0.9pp) g ¥ ¥ 2 8 8 8 8 g o «
in the ISM survey, torn between a vigorous activity (‘Business Activity’ component standing at 58.8) and a 5 3 8 = =2 g 5 § E = 2 &
Ly , _ . . . = o - (g << ) = << (7]
large drop in ‘New Orders' (51.8, -6.7pp). On the other hanq, the ISM Manufa;turmg mdex rose jor 2 third ISM Manufacturing[ 0.0] 0.2 -03 0.5 -05 -0.8 -0.6 -0.6 -0.8 -07 0.5 -0.2
month in a row and reached 49.0 (+1.4pp), thereby reaching a 10-month high despite remaining in the ISM Services 11 13 -02 12 12 03 05 041 09 06 11 09
contraction area. ISM Senvices - Employment -0.2 0.1 -0.1[0.0] 08 03 02 -02 06 01 09 07
Household sentiment remained on a downward trend. Consumer confidence as measured by the Conference Consum;rsinM;dn::i:ESE&ET&:;?;::; cooov-MAEOER - ELAELRE :;:g :g:g 02
Board dipped to 103.0 (-5.7 pts) in September, driven down by the deterioration of expectations (73.7, Consumer confidence (Conf. Board) 04 04 07 06 05 05 05 04 07 09 06 04
-9.6 pts). The survey exhibits a double recessionary signal, with a below-80 result in the Expectations index Industrial production 0.5 0.2 0.0 0.2 0.0 -0.1 -0.1 -0.1 -0.2 -0.1 -0.1 -0.1
adding to the existing and pursuing divergence with the assessment of Current Conditions (147.1, +0.4pp). Building permits 06 0.2 02 01 04 03 03 04 03 03 05 04
As for the University of Michigan sentiment index, it decreased in October for the third month in a row (63.0, Retall Sales 0.7 0.3 02 05 0.1 EECEEIEEE ST NS N
-5.1pts), and contrasts with the Conference Board index by the low level of the Current Conditions New Car registrations (il 06 00 04 01 06 0.7 Mis 1.0 M 0.6
LPLs), y ; ) . . Nominal Real Personal Consumption -0.2 -04 -02 0.1 0.1 -0.1 -0.1 -0.1 0.0 0.2 0.1
component (66.7). Furthermore, the survey reported a sharp rebound in 1-year ahead inflation expectations Household purchasing power JE{iill#6] 09 03 04 06 06 08 09 0.5 04
(3.8%, +0.6pp). These negative developments are to be linked with the summer spike in gasoline prices. PCE deflator 2.8 25 22 22 19 15 14 11 06 08 0.8
. . . . N Core PCE deflat 29 29 28 27 26 25 21 21 1.7
The CPI inflation rate was stgt?te at +3.7% y/y in September. Thg less negative contribution of the Energy ore c Z;ﬁ 51 20 18 13 12 08 03 04 06 06
component has offset the positive changes in food and core inflation. The latter has decreased to +4.1% y/y corecP BB 2o 28 29 27 25 21 20 17 15
(-0.3pp) while stabilizing in monthly terms (+0.3% SA), despite the acceleration in housing services (+0.6% Nonfarm Payrolls 10 09 08 09 07 06 06 06 05 05 04 04
m/m, +0.3pp). These developments are not jeopardizing the disinflation trend but they are a reminder of the UnemploymentRate 1.1 1.2 1.2 13 12 12 12 11 11 12 1.0 1.0
strength of demand and of the upside risks surrounding the trajectory. B ] e
The signs of easing tensions witnessed earlier on the labour market have not intensified. While the -3 -2 -1 0 1 2 3
Employment sub-com ponent O]C the ISM survey exceeds 50 in both the Manufacturing (51 2 +2 7pp) and the 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
. . . A U ) zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive
non-Manufacturing (53.4, -1.4pp) indexes, the non-farm payrolls gains climbed to 336k in September, a (negative) values indicate the number of standard deviations above (below) the mean value.
highest since January This favorable ]clgU re disclosed together with Upward revisions fOF July (236k) and Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high
. ' ) ! o A ) unemployment.
August (227k), did not reverberate into the unemployment (3.8%) and participation (62.8%) rates, which
remain unchanged. GDP growth
Q3 GDP grow.th should report an increase comparing with Q2 (+0.5% g/q). We forecast +Q.9% q/q, pe[ovy the el Carry-over | GDPNow Sors Annual forecasts (y/y)
+1.3% q/q estimate of the Atlanta Fed's nowcast. Besides, the model does not expect the increases in private

32022 i Q42022 § Q12023 | Q22023 4 2022 32023 | Q32023 } Q42023 (2022 (ob d)} 2023 | 2024
investment in Equipment (+1.9% qg/q) and Non-Residential structures (+3.8% g/q) observed in Q2 along with Q Q Q Q Q Q Q Q (Observed)

the implementation of IRA to go on, as the former is anticipated to contract (-0.7% g/q) and the latter to 07 08 06 05 08 13 09 01 19 22 04
significantly decelerate (+0.2% q/q).

Anis Bensaidani (completed on 16 October 2023)

Source: Refinitiv, BNP Paribas
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UNITED KINGDOM

The labour market is deteriorating

The UK labour market has reached a tipping point. For the Bank of England (BoE), in addition to
the slowdown in the housing market, this is a further indication of the wider transmission of the
rise in interest rates to the real economy. The ONS labour market report for September was
postponed until October 24t Nevertheless, data from the HMRC indicated an 8,360 drop in
employees last month; this is the second consecutive monthly fall and a steeper decline than in
the previous month (-5,071). Furthermore, the PMI employment indices fell sharply in September,
pulled down by services (-3.3 points to 47.9), which slipped below the rate of expansion for the
first time since the beginning of the year.

In addition, inflation surprised on the upside in September, remaining at 6.7%. A drop is
nevertheless expected in the coming months: on a 3m/3m annualised rate, the rise in consumer
prices has slowed sharply below the 2% mark, to 1.9%). Nevertheless, the extent of disinflation
remains uncertain due to the recent rebound in oil prices. Growth in regular pay fell slightly to
7.7% yly in September, but is expected to remain above inflation, at least until the end of the year.
With regards to the housing market, the y/y drop in prices intensified in September to -4.7%
according to Halifax, while it stabilised at -5.3% according to the Nationwide Index.

Against this backdrop, the UK economy is expected to record very weak growth in Q3, which we
currently forecast at 0.1% g/q. To achieve this figure however, the end of Q3 will need to be better
than the start. According to ONS monthly figures, real GDP rose slightly by 0.1% m/m in August.
However, this only partially offsets the 0.6% m/m contraction recorded the previous month
(N.B. the monthly figures are based on value added and not real GDP).

Guillaume Derrien (completed on 18 October 2023)

BNP PARIBAS

The bank for a changing world

United Kingdom: economic indicators monthly changes

§ 2 & § ¢& = 2
PMI manufacturing -0. -0.2 -05 -05
PMI manufacturing 02 -03 -04
new export orders
PMI manufacturing employment -04 -0.5 -09 -0.7 -0.2 -0.7 -0.1
PMIservices -0.2 -02 00 -02 0.7 06 1.1
Business climate manufacturing 04 03 02 -03 -03 -05 -05

(volume of Total Order Book) ’
Consumerconﬁdence_
Industrial production -04 -0.9 -0.8 -0.6 -0.5 -04 -0.1
Retail sales
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CPI
UnemploymentRate 1.3
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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
zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive

(negative) values indicate the number of standard deviations above (below) the mean value.

Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high

unemployment.

GDP growth

Actual Carry-over Forecast Annual forecasts (y/y)
Q32022 § Q42022 Q12023 | Q22023 Q4 2022 Q32023 | Q42023 [2022 (observed): 2023 | 2024
-0.1 01 03 0.2 0.1 0.1 0.1 44 0.6 0

Source: Refinitiv, BNP Paribas
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Labour shortages are weighing on activity Japan: economic indicators monthly changes

Japanese economic surveys are sending out mixed signals. On the positive side, the business condition

index from the Tankan survey improved from 8 in Q2 to 10 in Q3, driven by services: business 4 § § 8 8 8 2 % 8 o« X Q
confidence in the sector was the highest since 1991. The PMI for services is also proving resilient. % 3 8 £ % (2’3 5 g c S 2 g2
Although down 0.5 points in mber, it remains in expansionary territor 8. Conver h IS = B TSR
t ovg do 0.5 points Seme ber, it remains expansionary territory at >3.8 Conve SELy't € PMI: Manufacturing 0.2 -0.2 -03 -0.3 -06 -02 -0.1 0.1 0.0 -0.1 -0.1 -04

manufacturing PMI fell further into the contraction zone for the fourth consecutive month (-1 point to PMI- Services 06 041 02 05 08 10 14 12 08 08 09 08
48.5). As a result, the composite PMI dipped to 52.1 in September. The Economy Watchers Survey PMI Manufacturing . .. . .. Dom@ . .
dropped from 3.7 points to 49.9 points in September. NememEnees 0 0 o L e

Japanese inflation fell slightly to 3.2% y/y in August (compared to 3.3% in the previous month). Food M Ma“”@:‘:::gjrcnoﬁ:gz::cr: D e _%":’3 _%'17 _%'47 _%"; _%'07 _%'19
products remain the main contributor to price rises (+8.8% y/y for a contribution of 2.3 pp to headline . . } ’ ’ ’

. ) ) L I . Industrial production 04 -0.2 -0.1 -04 -02 -01 0.0 0.3 0.0 -03 -05
inflation). Conversely, energy deflation is intensifying (-9.8% y/y), subtracting, as a result, nearly 1 pp Private machinery order

from headline inflation. Core inflation, excluding fresh food and energy, continues to rise, up from Mot yeey 0.8 0.2 02y 0:670.270:8°0.00 0.3°70.27 0.1
4.6% yly to 4.7% y/y. However, pressure on production prices is easing. The PPl index slowed by 1.3 pp Retail sales 1.3 06 10 14 22 20 14 16 16 20 20
to 2% y/y in September, suggesting a stabilisation or even a drop in consumer price inflation in the Exports 14 10 04 -01 00 -01 -02 -05 -03 -03 -0.5

coming months. This signal is in line with the fall in inflation in the Tokyo region to under 3% in c g:z: T 25 a6 A0 A8 A 23 AR
, . . L . . ore . ;

September. However, the yen's h|stor_|c clleplreuatlon contmue_s, and the exc_hange rate with the US Unemploymentrate 13 14 14 15 12 10 12 12 13 114 1.4

dollar is now close to USD/IPY 150, which is likely to fuel more imported inflation. Employment 06 02 -02 04 -02 -01 -02 -041 01 -01 00

The historic labour shortage represents a further challenge. The employment diffusion index from the Wage 16 18 16 10 09 07 09 16 14 13 15

Tankan survey dropped to -33 in Q3 and could reach -37 in Q4 according to the latest forecasts. If this o ] ]

were to happen, this would be the lowest level seen since 1991. At 2.7% in September, the 3 = ” 5 7 5 3

Unemployme nt rate remained stable and 0.5 pp above the 2.2% low posted in December 2019. Despite 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
: : ; fai [ ; R zero (except for the PMI/ISM indices where the average is 50, the threshold between the expansion zone and the contraction zone of the activity). Positive

the tight labour market, nominal wages are still not rising, and real wages remain in negative territory, (negative) values Indicate the number of Standard deviations above (below) the mean value.

at -2.5% y/y in August_ ThIS is impacting househo[d Confide nce, as Wel_[ as househo[d Consumption, Reading note: the red colour indicates dynamic activity, high inflation and low unemployment, the blue colour indicates slower activity, low inflation and high

which fell year-on-year in August for the 6t consecutive month (-3.4% y/y), according to the monthly e

survey by the Ministry of Labour. GDP g"thh

Against this backdrop, we anticipate a slowdown in activity in Q3 (growth of 0.1% g/q after reaching Actual Carry-over Forecast Annual forecasts (y/y)
1.0% on average per quarter in H1), before a slight recovery in Q4 (0.3% q/q). However, favourable  ["32022 | Q42022 | Q12023 | Q22023 | Q4 2022 | Q32023 | Q42023 2022 (observed)] 2023 | 2024
carry-over effect in 2022 should keep growth at a relatively high level of 2.0% y/y for 2023 as a whole. 03 01 08 12 0.2 01 03 10 20 1
Guillaume Derrien (completed on 16 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.
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