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EUR ASW CURVE MOVES: PORTUGAL STILL
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OTHER BASIY
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TRYING TO GET A BROADER PICTURE
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REAL RATES AND LONG TERM RATES
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VOLATILITY

AND RISK

APPETITE
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VOLATILITY AND RISK APPETITE

EUR implied volatility (bp per day) JPY implied volatility
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EUROZONE INFLATION: A TEMPORARY
DURABLE-G00DS PRICES
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Source: Macrobond, Eurostat, BNP Paribas

m The uptick in eurozone core inflation last year was mainly due to a rise in durable-goods prices ...

m ... which, in turn, was down to the impact of EUR depreciation on consumer prices

m Services inflation remains on a downward trend

[
Y A temporary uptick in core inflation

BNP PARIBAS The bank for a changing world

September 201k

15




EUROZONE INFLATION:
EXCHANGE RATE

IMPACT OF THE
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m Core durable-goods price inflation has peaked; past appreciation of the EUR effective exchange rate is now weighing on prices
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Past EUR strength now weighing on prices
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EUROZONE INFLATION:

DOWNTURNS

IMPACT OF GROWTH
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*PPP-weighted average for Germany, France, Italy, Spain and the Netherlands prior to 1997

Cyclical Real GDP (%yly)* Core HICP (% yly)**
downswings | peak Trough | Peak Trough | A (pp)
Q191-Q393 6.5 -16 4.1 24 -1.7
Q295-Q197 3.7 1.2 2.7 1.3 -14
Q198 -Q199 3.7 1.9 1.5 0.8 -0.7
Q101-Q203 45 0.3 2.6 15 -1.1
Q108 -Q209 3.8 -5.6 1.9 0.8 -1.1
Q211-Q113 28 -1.1 1.7 0.6 -1.1

Average - - - - -1.2

* Prior to 1997, measured as a weighted average for Germany, France,
Italy, Spain and the Netherlands;

** Core inflation peaks lag GDP growth peaks by around one year

Source: Macrobond, Eurostat, BNP Paribas

m The core inflation rate has tended to fall by more than 1pp, on average, when the economy has seen a marked slowdown

m A severe downturn now could push core inflation to zero in the cycle

ili

Limited cushion
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DISCLAIMER

IMPORTANT DISCLOSURES: Please see important disclosures in the text of this report

The information and opinions contained in this report have been obtained from, or are based on, public sources
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performance should not be taken as an indication of future performance. To the fullest extent permitted by law,
no BNP Paribas group company accepts any liability whatsoever (including in negligence) for any direct or
consequential loss arising 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. Prices, yields and other similar information included in this report are included for
information purposes. Numerous factors will affect market pricing and there is no certainty that transactions
could be executed at these prices.

BNP Paribas may have a financial 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, or vice
versa. 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,
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may be a party to an agreement with any person relating to the production of this report. BNP Paribas, 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.

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 accepting this document you agree to be bound by the foregoing
limitations.
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