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Inflation — Market Focus
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Goodhart’s Law: When a
measure becomes a target, it
can no longer be used as the
measure.

Since President Draghi noted
that the 5Y5Y inflation curve
was a key indicator for the
ECB Governing Council the
market has been focused
upon it. The trend continues
downward, prompting
markets to speculate about
further accommodative
policies.
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Credit in Decline

ECB Euro area MFI loans to households, annual growth rates %

4 Credit supply remains constrained in the Euro
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Commodities: Continual Price Declines

Wheat 2014 Iron Ore 2014
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WTI crude 15 Future 2014 Commodity prices continue to decline, further
110 adding to the disinflationary environment.
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Unemployment: Entrenched

Eurostat: European Unemployment
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Source: Bloomberg, Eurostat.

Unemployment is slowly trending lower at a
Eurozone level, however persistently elevated
unemployment remains in Italy, France and
Spain.

The unemployment of the under 25’s across
Europe is at chronic levels in Spain and Italy.
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EURO Sovereign Debt: GDP Ratios
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The rise of sovereign indebtedness poses a
serious constraint to future growth. The
Eurozone is trending towards non growth, while
Debt: GDP ratios are rising in most European
nations.

Note also 2015 Eurozone supply issuance is
expected to increase by 220bn EUR vs 2014
(see slide 14)
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Bank Assets

European Bank assets

Bank
Deleveraging
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Risk Indicators

The Citi Index measure hit heights rarely seen

R‘Sktf’ff t since the collapse of Lehman Brothers in
senumen .
12 close to October 14, as a range of fears from Russia &
s s -~ Le'l‘l'“a“ ISIS to Ebola exacerbated a risk off move in
collapse . .
i ) h levels Markets triggered by poor US retail sales.
0.6 N In the context of banks deleveraging we are
= Bldy seeing outsized moves in risk.
0.4 — Index
0.2
0

2008 2009 2010 2011 2012 2013 2014

IMM1 FRA-OIS Spread 2014 CDS Pricing 2014

19 120
18
17 " 400 P
16 M 'AM :

[ .
15 M Itraxx
14 " 1 = %M 60 L — 000N

Barc5
12 \A 40 ol Y
) D!
11 ¥ j 20
10
Jan Feb Mar  Apr May Jun Jul Aug Sep  Oct 0 : : : ‘ : : ‘ . : .

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov

Source: Bloomberg.

% BARCLAYS 7




Equity Markets

Equity markets have been volatile in 2014

VIX 2014 S&P 2014
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Sovereign Credit

Interesting debt dynamics were noticeable during the recent market turbulence. As investors sought traditional safe havens,
yields tumbled, but the German / France spread widened 10bps. Is the market perception of France as a core credit changing?

German 10yr Benchmarks 2014, % European 10yr Benchmarks on Asset Swaps, %
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Repo Markets

Repo GC Levels 2014, %

Ex European repo market behaviour is notably
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ECB Measures: Forward Guidance is working
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Eonia Volumes

Eonia vs. Volume 2014
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In spite of ECB Open Market Operations,
notably the LTRO’s, the volume in the
Eonia market has not picked up
markedly, suggesting interbank market
participants are still unwilling to increase
lending.
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Central Bank Balance Sheets

Both the FED and the BOJ have aggressively

o 4500 increased their balance sheets via QE
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2015 Supply Outlook

European Debt Issuance 2015 Net new issuance of 221 bn EUR
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Currencies

EURJPY 2014 5y Cross Currency Basis, Key Currency Pairs
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CBPP3 — Will Add to Current Supply/Demand
Imbalance

Euro area net supply of EUR benchmark covered bonds

Global gross supply (benchmark covered bonds, major currencies)

EUR bn EUR bn
250 1 -===2011 yemmme e 24T 100 -
2012 77
2013 W2iat 7>
200 - 2014 e’ 50
pm——
’ld-‘ 174 25
150 - -__,.' 0
7
100 ’l- 122 25
- rd
4" -50 A 44 -40
»”° -55
] -75 -
50 1 ‘-" 05 06 07 08 09 10 11 12 13 14YTD 15
= Net supply # 2015 net supply based on 2014 issuance level
0 T T T T T T T T T T T

Jan  Feb Mar Apr May Jun Jul  Aug Sep Oct Nov Dec

Monthly secondary turnover (EUR) Universe of CBPP3-eligible covered bonds

EUR bn

6 - eL PORT GORE | yx FRA
IRE 15% 1-3% _0.1% 02% FRA Other  10.0%
1y I I 1.8% 34.3% PORT :
12 - A 2
I III_ IRCE N 2.7".JFIN/
10 - Wy,
4.0% o My, 2
/,’tr
] 4 TA '
4 4 8.5%
2 4 ITA_/
CER _/ 24.5% 24.7% s CER
U 14.9% 16.7%
Sep 12 Dec12  Mar13  Jun13 Sep13  Dec13 Mar14  Junl4 Sep 14 Public: EURS&6bn Retained: EUR 299bn
mmmm Secondary turnover (EUR bn) Hist. avg of secondary monthly turnover (EUR bn)

Source: Barclays Research.

% BARCLAYS 16




CBPP3 — Pronounced Impact on Covered Bond
Spreads
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Disclaimer

This document has been prepared by Barclays Bank PLC, acting through its investment bank (“Barclays”), for information purposes only. This document is an indicative
summary of the terms and conditions of the securities/transaction described herein and may be amended, superseded or replaced by subsequent summaries. The final
terms and conditions of the transaction and any related security will be set out in full in the applicable transaction confirmation, offering document(s), pricing supplement or
binding transaction document(s).

This document shall not constitute an underwriting commitment, an offer of financing, an offer to buy or sell, or the solicitation of an offer to buy or sell any securities
described herein, which shall be subject to Barclays’ internal approvals. No transaction or service related thereto is contemplated without Barclays’ subsequent formal
agreement.

Barclays is acting solely as principal and not as advisor or fiduciary. Barclays does not provide, and has not provided, any investment advice or recommendation to you in
relation to the transaction and/or any related securities described herein and is not responsible for providing or arranging for the provision of any general financial, strategic
or specialist advice, including legal, regulatory, accounting, model auditing or taxation advice or services or any other services in relation to the transaction and/or any
related securities described herein. Accordingly Barclays is under no obligation to, and shall not, determine the suitability for you of the transaction described herein. You
must determine, on your own behalf or through independent professional advice, the merits, terms conditions and risks of the transaction described herein. You must also
satisfy yourself that you are capable of assuming, and assume the risks of any such transaction. Neither Barclays nor any of its subsidiaries, affiliates or ultimate holding
company, nor any of the subsidiaries or affiliates of such holding company (the* Barclays Group”), nor any of their respective directors, officers, employees, representatives
or agents, accepts any liability whatsoever for any direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents
or reliance on the information contained herein.

Barclays does not guarantee the accuracy or completeness of information which is contained in this document and which is stated to have been obtained from or is based
upon trade and statistical services or other third party sources. Any data on past performance, modelling, scenario analysis or back-testing contained herein is no indication
as to future performance. No representation is made as to the reasonableness of the assumptions made within or the accuracy or completeness of any modelling, scenario
analysis or back-testing. All opinions and estimates are given as of the date hereof and are subject to change. The value of any investment may fluctuate as a result of
market changes. The information in this document is not intended to predict actual results and no assurances are given with respect thereto.

Barclays is a full service securities firm engaged in a wide range of businesses and from time to time, in the ordinary course of its business, Barclays and/or other parts of
the Barclays Group may hold long or short positions and trade or otherwise effect transactions for their own account or the account of their customers in the securities
referred to herein and/or the debt or equity securities, assets or loans (or any derivatives thereof) of the companies referred to herein. Additionally, Barclays and/or other
parts of the Barclays Group may have investment and commercial banking, lending, asset management and other relationships with parties which are or may become
involved in the transactions referred to herein and/or which may have interests which could potentially conflict with the interests of the recipient hereof. Barclays and/or
other parts of the Barclays Group have in place policies and procedures to restrict the flow of information and to identify, consider and manage such potential conflicts of
interest. Accordingly, you acknowledge and agree that no part of the Barclays Group is required to restrict its activities as a result of the provision of this document, and that
all parts of the Barclays Group may undertake any activities without further consultation with or notification to you. Barclays shall not be required to account to you for any
revenue or profits obtained in connection with any activities of the Barclays Group as referred to herein.

Barclays’ research analysts and research departments are independent from Barclays’ investment banking division and are subject to certain regulations and internal
policies. Barclays’ research analysts may hold and make statements or investment recommendations and/or publish research reports with respect to any company referred
to herein, the transactions contemplated herein or any person involved therein or related thereto that differ from or are inconsistent with the views or advice communicated
by Barclays’ investment banking division.

Barclays offers premier investment banking products and services to its clients through Barclays Bank PLC. Barclays Bank PLC is authorised by the Prudential Regulation
Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of the London Stock Exchange. Barclays Bank PLC is
registered in England No. 1026167 with its registered office at 1 Churchill Place, London E14 5HP. Copyright Barclays Bank PLC, 2014 (all rights reserved).

This document is confidential, and no part of it may be reproduced, distributed or transmitted without the prior written permission of Barclays.
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