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EDITORIAL

EUROZONE: CONCERNS ABOUT INFLATION PERSISTENCE

price inflation are key factors to monitor.

Last year's debate on inflation was centered around when the lat-
ter would peak. Following the significant and swift increases of cen-
tral bank policy rates and the decline of headline inflation on the back
of lower energy prices, this debate has now shifted to how much and
how fast inflation will decline.

For the Eurozone, the ECB's March staff projections showed a drop in
headline inflation below 3.0% by the end of 2023 and a stabilization at
2.9% in 2024. The ECB's inflation target of 2% would be reached in the
third quarter of 2025. In its spring forecast, the European Commission
projects a decline in headline inflation to 3.5% in the fourth quarter of
this year and to 2.3% at the end of 2024 bringing the annual average for
that year down to 2.8%. However, headline inflation this year and next
will be heavily influenced by base effects in terms of energy and food
prices, so it's important to look at what may happen to core inflation.

The ECB projections expect it to be higher in 2023 than last year (3.2%
versus 2.7%) on the back of lagged indirect effects of high energy prices
and the depreciation of the euro®. In 2024, core inflation would drop to
1.7%. The European Commission forecasts are significantly higher with
average core inflation at 6.1% in 2023, followed by a gradual modera-
tion to 3.2% in 2024. This huge difference reminds us of the uncertainty
about the path of disinflation and raises concern that inflation might
be more persistent than expected thus far.

The ECB's estimate of the overall persistent common component of
inflation (PCCI)? has declined recently but excluding food and energy,
the improvement is very small (chart 1). Other indicators of under-
lying inflation do not show a turnaround either®, which recently led
Philip Lane of the ECB to conclude that “/n overall terms, the range is
not only elevated but also wide, indicating that there is a high level of
uncertainty about underlying inflation.”

1 Source: ECB staff macroeconomic projections for the euro area, March 2023
2 The PCCl is one of the measures OJP

component that is common to all series and an idiosyncratic component that is specl
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How much and how quickly inflation will decline in the Eurozone is of key importance for the ECB, households, firms and
financial markets. There is concern that disinflation might be slower than expected until now. The latest ECB survey of
professional forecasters shows an increase in the number of participants expecting inflation to remain elevated. Inflation
persistence can have different sources: a succession of shocks, staggered price adjustment by firms, price and wage in-
creases that try to compensate for the past increase in costs and the loss of purchasing power, evolving inflation expecta-
tions. Going forward, the tightness of the labour market, the strength of wage developments and the momentum in service

EUROZONE: PERSISTENT COMMON COMPONENT OF INFLATION

pPCCl e PCC| exc. food & energy
3-month-moving average of the y/y % change

7

01 02 03 04 05 06 07 08 09 10 11 12 13 14 1516 17 18 19 20 21 22 23

CHART 1 SOURCE: ECB, BNP PARIBAS

Moreover, the latest ECB survey of professional forecasters (Q2 2023)
shows an increase in the number of participants expecting inflation to
remain elevated. In the fourth quarter of 2022, 48% of survey partici-
pants projected inflation higher than 2.4% in 2024. In the latest survey,
this number has increased to 60% of the forecasters. For 2025, 61.7%
expect inflation of 2.4% or lower, down from 67.7% in the first quarter
survey this year.

Inflation persistence can be defined as “the tendency of inflation to
converge slowly towards its long-run value following a shock which
has led inflation away from its long-run value.” It can have different
sources. Firstly, a succession of shocks. This is what we have seen in
recent years (the Covid-19 pandemic causing a disruption in demand

underg/ing inflation monitored by the ECB. Using quantitative methods, the inflation rate of each item in the price index is decomposed into a
%c to a given series. The PCCl'js defined as a weighted average of the common components

Source: ECB, PCCI - a data-rich measure of underlying inflation in the euro area, Statistics Paper Series, n° 38, October 2020

3 See BNP Paribas Inflation tracker, May 2 23,‘Eag 9

4 Source : Under%ng inflation, Lecture by Phili

5 Source : Filippo :

Behaviour in the euro area a summary of the IPN evidence, ECB Occasiona

e
g I ’ p R. Lane, Member o[fthe Executive Board of the ECB, Trinity College Dublin, 6 March 2023
ltiSsimo, Michael Ehrmann, and Frank Smets, Inflation [Derswstence and price-setting

paper n° 46, June 2006
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and supply, the war in Ukraine, the jump in energy prices followed by
a huge increase in food prices). The shocks may be transitory but when
they operate in the same direction, they will cause inflation persis-
tence®. Secondly, not all firms will be impacted simultaneously by the
increase in prices. Some may have long-term supply contracts that, at
least temporarily, shield them from the increase in prices. Moreover,
not all firms will adjust their prices at the same time. Thirdly, the reac-
tion of households and businesses to an inflationary shock may evolve
over time, giving rise to intrinsic inflation persistence. Firms may in-
creasingly set prices in reaction to past price increases to restore their
profit margins. They may also raise their prices more often when input
costs are rising quickly. Wage demands may rise to make up for the
past loss in purchasing power due to higher inflation.

For a central bank, the danger is “that these second-round effects be-
come embedded in price and wage dynamics creating the threat of a
self-sustaining momentum in headline inflation.”” A tight labour mar-
ket and strong corporate pricing power will add to the persistence of
inflation. Interestingly, the second-round effects may persist although
the initial inflation shock may be over. This point has been made by
Huw Pill of the Bank of England when explaining the consequences of
a jump in energy prices.

The direct inflation effect will disappear over time due to a base effect
but to the extent that households and businesses expect the increase
in the price level to be permanent, they may continue to try to make up
for the past loss in real income and profits even though energy inflation
may have vanished. This may lead to a wage-price spiral. Finally, in-
flation expectations may also contribute to inflation persistence, either
because there are doubts about the decisiveness of central banks in
addressing elevated inflation - unanchoring of inflation expectations-
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or because households and firms have imperfect information about the
nature of the shock -temporary or permanent- and how the economy
will react to it.

With this overview in mind, what can be said about inflation persistence
in the Eurozone? Several factors point towards disinflation. In manu-
facturing, the Purchasing Managers Indices show that the assessment
of input prices has dropped to 44 in April implying that 56% of com-
panies are reporting declining input prices. The assessment of output
prices has improved as well but it remains above 50, more precisely at
51.6 in April. Supply bottlenecks have eased, as shown by the norma-
lisation of the PMI delivery times and freight rates. Energy prices have
declined. Tighter lending standards and policy rate increases should
cool down demand, thereby contributing to a decline in inflation. Infla-
tion expectations -both survey-based and market-based- remain well
anchored. However, price pressures in services remain high, both in
terms of input and output prices, and the European Commission ex-
pects price pressures in (processed) food and goods to fade only slowly.
It also expects a strong acceleration in wage growth and a further in-
crease in profit margins in 2023, before a squeeze in 2024.

On balance, the European Commission expects a gradual process of
inflation moderation®. In assessing whether we are on the right track,
we can find inspiration in the key indicators used by the Bank of En-
gland to assess the magnitude and evolution of inflation persistence:
the tightness of the labour market, the strength of wage developments
and the momentum in service price inflation®.

William De Vijlder

6 This is called extrinsic inflation persistence. Source: Inflation persistence and monetary policy - speech by

Huw Pill, Bank of En%Land, 4 April 2023
7 Source : see footnote 5. )

8 Source : European Commission, Spring forecast, May 2023
9 Source : see footnote 5.

EUROZONE CUMULATIVE EXPECTED PROBABILITY DISTRIBUTION FOR INFLATION

2023 2024 2025
Forecast Forecast date* Forecast date* Forecast date*
range Q2 2023 Q1 2023 Q4 2022 Q2 2023 Q12023 Q4 2022 Q2 2023 Q12023
<00 0.0 0.3 0.7 34 3.6 14 19 19
0.0to 04 0.0 0.4 0.9 4.4 5.6 33 55 5.6
0.5t0 09 0.0 0.5 13 7.0 SN\ 7.7 127 123
10to 14 0.1 0.6 17 121 189 16.0 20.8 23.0
15t019 0.2 0.7 2.5 214 238 332 36.4 45.0
20t024 0.5 1.0 5.2 40.4 423 589 61.7 67.7
25t029 12 21 85 62.8 61.1 68.8 78.2 81.3
3.0to34 34 4.7 126 78.6 744 80.7 86.9 89.2
35t039 6.5 105 182 88.6 82.9 87.9 92.5 93.7
40to 4.4 129 187 28.7 9315 88.9 92.8 95.4 96.1
451049 28.5 332 45.0 9519 €85 9519 97.0 97.5
250 100 100 100 100 100 100 100 100
TABLE 1 *Quarter in which the forecasts were made SOURCE: ECB
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OVERVIEW MONEY & BOND MARKETS

Week 5-523 to 12-5-23 Interest Rates highest 23 lowest 23 Yield (%) highest 23 lowest 23
S TG s 0 051 091 at 0201 051 a1 0NO1 Bundyy 271 ax wtomm3 239 at 203
:'S&P 590 ,4136 ’,4 124 , 0.3 % Euribor 3M 335 335 at 12/05 216 at 02/01 Bund10y 227 275 at02/03 198 at 18/01
T Volatility (VIX) #N/A PT#N/A T #N/A pb Euribor 12M  3.80 3.98 at 09/03 3.30 at 19/01  OAT 10y 278 323 at 03/03  2.42 at 18/01
2 Euribor 3M (%) 328 » 335 +6.8 bp $FED 525 525 at 04/05 450 at 02/01 Corp. BBB 4.43 475 at 03/03  3.95 at 02/02
N Libor $ 3M (%) 534 » 532 -19 bp Libor 3M 532 534 at 10/05 4.77 at 02/01 $Treas.2y  4.06 512 at 08/03  3.85 at 04/05
N OAT 10y (%) 282 » 278 -37 bp Libor 12M 526 588 at 08/03 470 at 20/03 Treas.10y 347 406 at02/03 330 at 06/04
~ Bund 10y (%) 230 » 227 30 bp  EBOE 450 450 at 11/05 3.50 at 02/01 EH'lgth'e“i 2-7: 916 at20/03  7.94 at 02/02
i ) : itt 7 433 at 19/04 315 at 02/02
AUSTRIOVG) 344 b 347 w20 bp Gl OEh O S T OO Omolgldly 378 380 at1904 300 ot 0202
N Euro vs dollar 1.10 » 1.09 ~-13 % 12523 Ati2523
N Gold (ounce, $) 2012 » 2010 -01 %
N Qil (Brent, $) 754 » 742 -16 %

EXCHANGE RATES COMMODITIES

1e= highest 23 lowest 23 2023 Spot price, $ highest 23 lowest 23 2023 2023(€)
USD  1.09 111 ai03/05 1.05 at 05/01 +1.8% Oil, Brent 742 882 at 23/01 72.4 at 03/05 -12.6% -14.2%
CECHNRRUC/R 090 a103/02 087 at 09/05 Mgl Gold (ounce) 2010 2047 at 04/05 1810 at 24/02 +10.7% +8.8%

CHF 0.97 1.00 at24/01 0.97 at 15/03 -1.3%
JPY  146.98 150.77 al 01/05 138.02 at 03/01 +4.4% Metals, LMEX 3721 4404 at 26/01 3691 at 11/05 -6.6% -8.2%

AUD 1.63 167 al26/04 153 at 27/01 +3.8% Copper (ton) 8223 9331 at 23/01 8133 at 11/05 -1.7% -3.4%
CNY 755  7.66 al03/05 7.23 at 05/01 +1.8% wheat (ton) 232 29 at 13/02 219 at 02/05 -18.9% -20.3%
BRL 535 579 al04/01 535 at 12/05 -5.1% Corn (ton) 243 2.7 at 13/02 237 at 27/04 -0.7% -8.4%

RUB  84.38 91.39 al26/04 73.32 at 12/01 +8.3%
INR 89.25 90.45 at03/05 86.58 at 08/03 +1.1%
At 12-5-23 Change

At 12-5-23 Change

EQUITY INDICES PERFORMANCE BY SECTOR (Eurostoxx50 & S&P500)

Year 2023 to 12-5, € Year 2023 to 12-5, $
Index highest 23 lowest 23 2023 +25.8% I consumption Goods +24.9% Technology
World +24.6% I Travel & leisure +19.9% Car
NMifl"l \’/xvrs‘rli 2809 2848 at 02/02 2595 at 05/01 +7.9% +20.7% [ R H4.6% Travel & leisure
° erica +16.5% I  Technology 49.6% . Retail
S&P500 4124 4180 it 02/02 3808 at 05/01 +7.4%
Europe +16.2% I  construction +5.6% Media
EUroStoxx50 4318 4409 at 21/04 3856 at 02/01  +13.8% +13.9% . Car +5.4% Construction
CAC 40 7415 7577 at 21/04 6595 at 02/01 +1.5% +13.0% Industry +5.2% Index
DAX 30 15914 15961 at 05/05 14069 at 02/01  +14.3% +12.2% Telecoms +2.4% Food industry
IBEX 35 9234 9511 at 06/03 8370 at 02/01 +1.2% +11.4% Utilities +1.6% Household & Care
FTSE100 7755 8014 at 20/02 7335 at 17/03 +0.4% +10.6% [ ] Health -0.8% Chemical
Asla +9.6% [ ] Index 1.7% Insurance
9
MSCl, loc 1146 1149 at 09/05 1065 at 04/01 +0.7% 8.7% ] Chemical A.8% Financial services
Nikkei 29388 291388 at 12/05 25717 at 04/01  +12.6% ,
Emerging +6.4% [ ] Banks -2.0% Industry
MSCI Emerging ($) 973 1052 at 26/01 941 at 16/03 +0.2% +6.2% [ | Media -3.8% Commodities
China 62 75 at 27/01 62 at 20/03 -1.8% +5.5% Food industry 4.1% Health
India 763 786 at 18/01 703 at 16/03 L7% +1.9% Insurance 4.4% Utilities
Brazil 1494 1574 at 25/01 1296 at 23/03 -4.4% 1% 0il & Gas 6.0% Telecoms
At 12-5-23 Change o .
-6.8% Real Estate -11.8% Oil &Gas
-13.2% - Commodities -19.0% Banks

SOURCE: REFINITIV, BNP PARIBAS
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EURO-DOLLAR EUROSTOXXS50 S&P500
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10Y BOND YIELD, TREASURIES VS BUND 10Y BOND YIELD 10Y BOND YIELD & SPREADS
45 3.5 Year 2023 to 12-5
4.0 3.0 5.08% Greece 281 bp
g'g 25 4.13% Italy 186 bp
55 2.0 3.36% Spain 109 bp
2.0 15 2.99% Portugal 72 bp
15 1.0 2.97% Belgium 70 bp
é-o 0.5 2.95% Austria 68 bp
O'g o 00 I AL ‘ 2.87% Finland 60 bp
05 W' ‘ -0.5 W 2.78% France 51 bp
-1.0 -1.0 2.72% Ireland 45 bp
2020 2021 2022 2023 2020 2021 2022 2023 2 64% Netherlands 37 bp
2.27% Germany
—Bunds — US Treasuries —Bunds  —0AT
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SOURCE: REFINITIV, BNP PARIBAS
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PMI: MANUFACTURING ACTIVITY CONTINUED TO DECLINE IN APRIL FOR MOST COUNTRIES

April was marked by the stabilisation of the Purchasing Managers Index (PMI) for the manufacturing sector (table 1), after a slight decline in March.
The United States and Canada reported a slight increase, with the index rising above 50 (the level separating expansion from contraction), while in the
eurozone, the index slipped to 45.8, the lowest level since May 2020. In 7 of the 8 countries followed in the eurozone, the index remained below 50,
signalling a contraction. In Asia, PMI continued to decline further in Vietnam, while in China it slipped slightly into contraction territory at 49.5. In Japan,
in contrast, PMI continued to rise. Brazil and the United Kingdom also recorded a decline in manufacturing activity.

After March'’s decline, new export orders (table 2) rebounded in April, buoyed by increases in Brazil, India, and South Africa, and to a more limited extent
in Japan and China. In the United States, the index rose slightly in April after a 2-month decline. In contrast, the index fell slightly in the eurozone, the
Netherlands and Greece, and contracted in France, Austria, Spain and Italy. The index rebounded strongly in Ireland and increased in Germany. In the
UK, the index continued to decline slightly.

The figures for manufacturing sector employment (table 3) are much better oriented. Hiring intentions have increased in the United States, the United
Kingdom and, to a lesser extent, Japan, but the same cannot be said for Vietnam, South Korea and Brazil. Employment figures for China declined slightly
for the second consecutive month.

PMI manufacturing input prices (table 4) continued to contract at the world level for the third consecutive month, with declines reported for all countries
covered by the survey with the exception of the United States, Canada, Brazil, India and Russia. Manufacturing output prices (table 5) also declined at
the world level for the third consecutive month. This decline is mainly due to the decline in the eurozone index, eurozone member countries, the UK and
Canada. Conversely, the index continued to rise in Japan for the third consecutive month, and for the second time in India and Hong Kong. In the United
States, the index rebounded strongly in April, following the PMI in input prices.

Delivery times (table 6) continued to shorten at the global level, which should help ease inflationary pressures (Note: an increase in the index indicates
shorter delivery times). This is also true for the United States, Japan, the eurozone and the eurozone member countries. In contrast, the UK, China, Viet-
nam and Indonesia reported longer delivery times.

Activity in services is much more dynamic. The services PMI (table 7) continued to increase at the world level, rising above 55. It rose in virtually all
of the countries in our selection, with the exception of Spain, China, Russia, Lebanon and Hong Kong. It rose sharply in India, Brazil, the UK, Germany,
Ireland, and Italy.

Tarik Rharrab
MANUFACTURING PMI
Developed Markets Emerging countries
WD NA Europe Asia-Oceania LATAM Eurasia Middle East & Africa Asia
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48.1 492 499
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TABLE 1
MANUFACTURING PMI - NEW EXPORT ORDERS
Developed Markets Emerging countries
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MANUFACTURING PMI - EMPLOYMENT

economic-research.bnpparibas.com

| | Developed Markets Emerging countries
WD _ NA Europe Asia-Oceania  LATAM Eurasia Middle East & Africa Asia
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TABLE 3

MANUFACTURING PMI - INPUT PRICES
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PMI MANUFACTURING - OUTPUT PRICES
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ECONOMIC PULSE

MANUFACTURING PMI - DELIVERY TIMES

Developed Markets Emerging countries
WD NA Europe Asia-Oceania LATAM Eurasia Middle East & Africa Asia
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UNITED STATES

The U.S. economy continued to grow in Q4, although it slowed slightly compared
to Q3. However, the main drivers of growth, namely household consumption and
private inventories, are fragile, suggesting that the economy should continue to
slow. Indeed, growth decelerated in Q1 2023. This slowdown remains progressive
however as evidenced by the slow puncture of the labour market, with job creation
remaining high, the unemployment rate low and wage growth buoyant. Inflation
seems to have peaked in the middle of 2022, but core disinflation remains gradual
in such a way that headline inflation should stay significantly above the target of 2%
by the end of 2023.Nevertheless, the Federal Reserve may have completed its policy
rate hike cycle given the concomitant tightening of credit access conditions. The
ongoing monetary tightening is expected to drive the US economy into recession in
the second half of 2023 and limit the expected recovery in 2024.

CHINA

Economic growth, which was sluggish and unbalanced in 2022, will strengthen in
2023. The end of the zero Covid policy has led to a rebound in private demand
and activity in the services sector since late January, and household consumption
will continue to benefit from large catch-up effects in the short term. However,
while export and industrial production prospects are darkened by the weakening
in global demand, activity driven by the domestic market remains constrained
by important drags. In fact, the recovery in the labour market remains uncertain,
the improvement in the property and construction sectors is likely to be limited,
and the worrying financial situation of local governments should constrain public
investment. Fiscal and monetary support is expected to be prudent. Consumer
price inflation, which averaged 2% in 2022, should accelerate only mildly in 2023.

EUROZONE

Economic growth in the eurozone was zero in the fourth quarter of 2022, but better
than expected for 2022 as a whole, at 3.5%. It continued to surprise favorably in
the early months of 2023 judging by the improvement in survey data (business
confidence and, to a lesser extent, consumer confidence). However, the combination
of the inflationary shock, the energy crisis and forced monetary tightening and the
build-up of their negative effects will weaken activity in 2023. Real GDP growth
should be weakly positive in 2023 and 2024, at 0.8% and 0.5% respectively. Although
it is expected to decline throughout 2023, inflation would remain elevated and well
above the 2% target at the end of this year and still a bit above at the end of 2024,
forcing monetary policy to remain in restrictive territory.

FRANCE

Real GDP growth has decreased in H2 2022 (0.2% g/q in Q3 and 0.1% in Q4, after
+0.5% in Q2). Corporate investment and inventory rebuilding have remained the
main growth drivers, whereas household demand has played on the downside:
household consumption has decreased by 1.2% g/q in Q4 and their investment by
0.9%. As inflation is still high (and has reached a new peak of 7.3% y/y in February
2023 according to the harmonized measure) and because of rising interest rates,
household demand should remain subdued in 2023, weighing on our GDP growth
forecast (0.5% in 2023, compared to 2.6% in 2022).

RATES AND EXCHANGE RATES

In the US, following a 25 basis point increase in the Fed Funds rate in May, the Federal
Reserve is likely to stop raising interest rates. Inflation remains at an elevated level but
steep tightening in lending standards should tilt the balance in favour of the end of
the tightening cycle. Given the slow disinflation process, no rate cut may be expected
until the beginning of 2024, despite the US economy entering recession in the second
semester of 2023 The peak in long-term yields is likely to have been reached too. Bond
yields should subsequently move lower as the inflation outlook improves and the
market starts anticipating monetary policy easing in 2024.

Though, for the Fed, the hike in May is expected to be the last one, this should not be
the case for the ECB. We expect the ECB to continue to tighten its monetary policy, by
raiding the deposit rate to 3.75% in Q3. As part of its monetary tightening tools, it also
announced a complete halt, starting in July 2023, of its reinvestments under the APP.
European long-term rates may also have peaked and should move lower, driven by
both a gradual decline in inflation in the eurozone and lower US yields.

The Bank of Japan has increased the upper end of its target range for the 10-year
JGB yield to 0.5% and further adjustments to the yield curve control policy cannot be
excluded. Nevertheless, we do not expect the BoJ to proceed with a rate hike.

We expect the dollar to weaken somewhat versus the euro. The dollar's valuation
is expensive, positioning in the market is very long and the long-term interest rate
differential should narrow. We expect the yen to remain around current levels in the
near term before strengthening versus the dollar considering that the federal funds
rate should have reached its terminal rate.

INFLATION* AND GDP GROWTH**

GDP Growth** Inflation*

% 2021 2022 2023e 2024 2021 2022 2023e 2024e
United-States 59 21 14 01 47 80 44 2,6
Japan 2,2 1,0 12 08 02 25 33 17
United-Kingdom 76 41 03 1,0 26 91 66 2,0
Euro Area 53 35 06 05 26 84 54 2,6
Germany 26 19 00 05 32 87 58 2,6
France 68 26 05 06 21 59 61 30
Italy 70 38 09 06 19 8,7 61 2,2
Spain 55 55 18 038 30 83 32 2,2
China 84 30 56 53 09 2,0 2,7 25
India*** 87 70 57 6,0 55 67 54 45
Brazil 50 29 15 05 83 9,3 55 55

* LAST UPDATE 28 APRIL 2023: INFLATION JAPAN; 20 APRIL 2023: INFLATION EUROZONE, GERMANY, FRANCE, ITALY, SPAIN
AND UK; 31 MARCH 2023: US GDP AND INFLATION

** LAST UPDATE 4 MAY 2023: GDP UK; 21 APRIL 2023: GDP EUROZONE, GERMANY, FRANCE, ITALY AND SPAIN

*** FISCAL YEAR FROM 1ST APRIL OF YEAR N TO MARCH 31ST OF YEAR N+1

SOURCE: BNP PARIBAS (E: ESTIMATES & FORECASTS)

INTEREST AND EXCHANGE RATES

Interest rates, %

End of period Q2 2023 Q32023 Q4 2023 Q4 2024

Fed Funds 525 525 5.25 3.50
us (upper limit)*
T-Note 10y ** 3.75 3.50 3.40 3.25
Eurozone deposit rate* 3.50 3.75 3.75 2.75
Bund 10y ** 2.60 2.45 2.20 2.00
OAT 10y 3.15 3.00 2.72 2.50
BTP 10y 4.60 4.70 4.45 3.80
BONO 10y 3.60 355 3.30 2.90
UK Base rate* 4.75 4.75 4.75 3.50
Gilts 10y ** 3.75 3.50 3.35 2.80
Japan BoJ Rate -0.10 -0.10 -0.10 0.10
JGB 10y** 0.45 0.60 0.65 0.80
Exchange Rates
End of period Q2 2023 Q32023 Q42023 Q42024
usb EUR/USD 1.10 112 114 118
usbD /JPY 133 130 127 121
GBP /USD 124 1.26 1.28 133
EUR EUR / GBP 0.89 0.89 0.89 0.89
EUR/IPY 146 146 145 143
Brent
End of period Q22023 Q32023 Q42023 Q4 2024
Brent USD/bbl | 95
* DEPOSIT RATE: LAST UPDATE AT 2 PRIL 2023, FED FUNDS : 31 MARC

** BUND 10Y: LAST UPDATE AT 3 20 APRIL 2023,

3

SOURCES: BNP PARIBAS (MARKET ECONOMICS, INTEREST RATE STRATEGY, FX S DITIES DESK STRATEGY)
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FURTHER READING

Fed and ECB: similar reaction functions, different guidance EcoTVWeek 12 May 2023

Southern europe: recovery of the public accounts EcoFlash 11 May 2023

Japan is not spared from the return of inflation Chart of the Week 10 May 2023
When will the federal reserve stop tightening? Insights from previous cycles EcoWeek 9 May 2023
French growth: a tale of three sectors (transport equipment, food and housing) EcoTVWeek 5 May 2023
Inflation Tracker May 2023 EcoCharts 4 May 2023
Kenya: strong pressure on external solvency Chart of the Week 3 May 2023
The nexus between price stability, ﬁna}nciat stgbi[itv and fiscal sustainability (part 2): the EcoWeek 2 May 2023
coordination between monetary and fiscal policy

Pricing power: the return, and soon the end? EcoTVWeek 28 April 2023
United States: money supply slumps Chart of the Week 26 April 2023
The nexus between price stability, financial stability and fiscal sustainability (part 1) EcoWeek 24 April 2023
Eurozone: How far can the divergence between industry and services go? EcoBrief 21 April 2023
OECD: April 2023 Pulse EcoPulse 21 April 2023
About the impact of the structural decoupling between US and Chine on Emerging Markets EcoTVWeek 21 April 2023
CO2 emissions: who is making the trend? Chart of the Week 19 April 2023
The multiple factors underpinning the renewed strength of the euro against the dollar EcoWeek 17 April
Nigeria's presidential election: a tight victory for significant challenges EcoTVWeek 14 April 2023
Increase in business insolvencies in Europe: should we be worried? EcoFlash 14 April 2023

The spectre of a structural decoupling of the US and China

Real estate prices in Europe: towards a wider reversal?

The US labour market: a slow puncture

&

@il BNP PARIBAS

EcoEmerging
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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
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ECOCONJONCTURE

Structural or thematic topics.

ECOEMERGING

Analyses and forecasts for a selection of
emerging economies.

ECOPERSPECTIVES

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.

ECOCHARTS

Easy-to-read monthly overview of inflation dynamics in the main
developed economies.
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