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Eurozone growth: Progress report
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GDP Levels

The US recovery may be sluggish by past standards but in real terms, US GDP is over 6% higher than its pre-crisis level

In the euro area, the level of real GDP is still 3% below its pre-crisis level…

…and excluding Germany, the gap is even larger, at more than 5% 

Some perspective

Source: Reuters EcoWin Pro
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Eurozone: Sentiment and growth

A range of leading indicators point to an acceleration in eurozone growth

The most reliable, the Economic Sentiment Index, suggests GDP growth is due some ‘catch-up’

Positive signals 

Source: Reuters EcoWin Pro
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Eurozone: Domestic improvement…

Consumer demand is reviving

Consumer confidence improved markedly, driven by a better outlook for employment and financial conditions

Real compensation, while subject to nominal rigidities, benefits from slowing inflation

Getting better 

Source: Reuters EcoWin Pro
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Eurozone: Fiscal Policy

The overall tightening in eurozone fiscal policy in 2013 was less pronounced than in 2012

This was particularly true in southern Europe, while there were some exceptions, like France and Ireland 

The pace of tightening will moderate further in 2014

Less tightening, mostly

Source: Reuters EcoWin Pro, BNP Paribas

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

Germany France Italy Spain Portugal Greece Ireland Eurozone

2012
2013
2014

Change in Cyclically Adjusted 
Primary Budget Balance (% GDP)

6



June 2014 7

Eurozone: Wages

The labour market turned slightly earlier than expected

Although unemployment remains at very high level, the outlook for wages is improving

This could help support consumer spending

One to watch

Source: Reuters EcoWin Pro
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Eurozone: Investment Intentions

The EC Investment Survey (part of the October/November ESI) shows investment spending expectations 

At eurozone level, the survey tracks cycle dynamics quite well and points to a pick-up in investment in 2014

Typically, the survey underestimates swings in investment spending

Investment plans more positive

Source: Reuters EcoWin Pro, BNP Paribas
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Eurozone: Demand for Loans

The ECB Bank Lending Survey provides data on demand as well as supply conditions
The net percentage of banks reporting higher demand for loans for fixed investment purposes has improved markedly…
…though it remains consistent with a lesser decline in demand rather than an increase

On the up

Source: Reuters EcoWin Pro
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Eurozone risks: A lot of challenges remain
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Eurozone exports: China 

Intra-eurozone exports have been flat since 2011, while extra-eurozone exports have done well 

In the latter category, the US and UK are the key markets, accounting for a quarter of overall extra-eurozone exports

A China slowdown matters, but less than strength in the US and UK 

China effect?

Source: Reuters EcoWin Pro
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Eurozone exports: Russia
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Some 4-5% of extra-eurozone exports go to Russia, which is equivalent to around 1% of eurozone GDP

Exports to Russia tend to be very exchange rate elastic. The RUB depreciation announces further declines in exports

From Germany, Russia imports capital goods, such as cars, machinery and data processing equipments

The eurozone depends on Russian energy supply to the tune of around 15%

Non-negligible export market

Source: Reuters EcoWin Pro
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Central bank balance sheets

The Fed’s balance sheet is almost five times its size back in January 2008 and continues to grow  
In the absence of tapering, it would have carried on expanding at a rate of around 6% of US GDP per annum
The ECB balance sheet is around 1½ times its size in 2008 and has been shrinking due to early repayment of 3-year LTROs

Divergence

Source: Reuters EcoWin Pro
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Fed tightening cycles

Correlated

Source: Reuters EcowinPro

The Fed embarked on a tightening cycle in February 1994 

The 10-year US Treasury yield responded by rising sharply 

In 1994 Buba was loosening monetary policy, but the 10-year Bund yield followed the movement of the US Treasury
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Eurozone: Competitiveness Adjustments

Source: Reuters EcoWin Pro, BNP Paribas

The gap between compensation and unit labour cost trends in Germany and the periphery is closing…

… but the adjustment in unit labour costs varies considerably across countries

Ireland, Greece and Spain are adjusting, in contrast to Italy and France

Some doing more than others
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Eurozone: Bank Lending

The ‘hard’ lending data show a continued contraction in the stock of loans to non-financial corporates

The weakness is broad-based across most eurozone member states

The ECB’s ‘comprehensive assessment’ of banks will improve the situation but this will take time

Credit constraints for corporates

Source: Reuters EcowinPro, BNP Paribas
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Eurozone: BNPP Surprise Indicator

BNPP surprise indicators show how data releases have fared relative to consensus expectations

Sentiment data have generally been surprising to the upside 

Positive surprises on ‘hard’ activity data have also become more evident recently

The most remarkable aspect of the data flow has been inflation persistently surprising to the downside

Downward surprises on inflation

Source: Reuters EcowinPro, BNP Paribas
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Eurozone: Inflation by Sector

Core goods price inflation is low and decelerating

It is not just a food and energy price issue

This is being accompanied by decelerating service sector inflation, which is typically higher and less volatile 

Services slowing too

Source: Reuters EcoWin Pro
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Case Study: Inflation & Output Gaps I

Persistent, large output gap episodes…

Country  Start End 
Length 

(quarters)
Average 

output gap
Trough 

output gap 
Inflation (y/y)
at the start 

Inflation (y/y) 
at the end 

GDP y/y growth 
at the start 

GDP y/y growth 
at the end 

30-Sep-82 31-Dec-84 10 -3.3 -6.5 12.4 2.5 5.5 2.3 Australia 
31-Mar-91 31-Dec-93 12 -3.1 -4.5 4.8 1.8 4.7 3.8 

Belgium 31-Dec-85 31-Dec-87 9 -2.2 -2.3 4.1 1.6 1.5 3.1 
31-Dec-81 31-Mar-84 10 -4.5 -7.4 12.4 5.2 6.0 3.3 

Canada  
31-Mar-91 31-Mar-94 13 -3.2 -3.9 6.4 0.5 1.9 0.6 

Eurozone  30-Sep-82 31-Mar-87 19 -2.2 -2.7 11.0 2.9 0.5 1.7 
Finland  31-Dec-91 30-Sep-97 24 -5.0 -8.0 3.7 1.4 -6.0 7.1 
France 30-Sep-83 30-Sep-87 17 -2.2 -2.7 9.8 3.4 1.1 2.2 
Germany 31-Mar-03 30-Dec-05 12 -2.4 -3.2 1.1 1.7 -0.3 1.6 
Greece  29-Dec-95 29-Sep-00 20 -2.4 -3.1 7.9 3.0 2.0 3.8 

31-Dec-85 30-Dec-88 13 -3.2 -4.9 4.9 2.7 1.8 6.8 
Ireland  

30-Sep-92 31-Mar-95 11 -3.5 -4.6 2.8 2.5 3.7 8.8 
30-Jun-82 30-Jun-86 17 -2.6 -4.3 15.5 6.1 0.5 2.8 

Italy  
31-Dec-92 30-Dec-94 9 -2.7 -3.7 4.9 4.0 -0.7 3.1 
31-Dec-74 30-Dec-77 13 -2.2 -3.2 23.4 6.3 3.0 4.7 
31-Mar-83 31-Dec-84 8 -2.0 -2.6 2.2 2.4 5.5 1.5 
31-Mar-98 31-Dec-99 8 -2.5 -2.6 2.0 -1.0 2.4 -0.8 

Japan 

29-Jun-01 31-Dec-03 11 -2.8 -2.6 -0.8 -0.3 1.7 2.1 
30-Sep-81 29-Mar-85 15 -2.7 -5.6 6.6 2.3 0.4 1.6 

Netherlands 
31-Mar-03 31-Mar-05 9 -1.8 -2.4 2.4 1.6 0.7 1.5 

Norway 31-Dec-88 30-Sep-93 20 -2.7 -4.6 6.0 2.1 2.0 6.2 
Portugal 31-Dec-85 31-Mar-88 10 -6.7 -10.0 16.3 9.0 3.9 7.4 

31-Dec-85 31-Dec-87 9 -4.6 -6.6 8.3 4.6 3.2 7.9 
Spain 

31-Dec-93 31-Dec-96 13 -1.5 -1.8 4.8 3.3 0.6 2.9 
30-Jun-81 30-Sep-83 10 -1.9 -2.2 13.1 9.2 1.5 1.8 

Sweden 
31-Mar-92 30-Sep-95 15 -3.6 -5.9 3.4 2.3 2.4 3.2 

Switzerland 31-Dec-95 31-Dec-97 9 -1.9 -2.3 1.9 0.4 3.5 3.1 
30-Sep-80 31-Dec-83 14 -3.3 -4.5 16.4 5.1 1.7 3.6 

UK 
30-Sep-91 31-Mar-94 11 -2.8 -3.4 7.7 2.5 3.7 3.7 
30-Sep-74 31-Dec-76 10 -2.9 -4.9 11.4 5.1 5.0 6.7 
31-Dec-81 31-Dec-83 9 -5.2 -7.2 9.5 3.3 7.8 4.3 US 
31-Sep-91 31-Dec-93 23 -2.4 -3.0 3.9 2.9 2.3 4.9 

Note: A period of persistently large output gap is defined as at least eight consecutive quarters of negative output gaps exceeding 1.5% of potential GDP. 
Source: Reuters Ecowin Pro, BNP Paribas 
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Case Study: Inflation & Output Gaps II

Historical evidence suggests that inflation moderates on the back of a persistently large negative output gap

A return to growth is not sufficient to turn inflation dynamics around

Inflation only starts to accelerate once the output gap has closed

… imply persistent low inflation  

Source: Reuters EcoWin Pro, BNP Paribas
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Eurozone: SPF Inflation Expectations

The ECB’s Survey of Professional Forecasters shows five-year inflation expectations sliding down from 2% in Q3 last year
to 1.8% in the latest survey

Shorter-horizons expectations are significantly lower, standing either at or below their trough during the crisis 

Keeping a low (inflation) profile

Source: ECB and BNP Paribas
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ECB: Policy Response Framework

“We have helped clarify our reaction function by laying out some contingencies that would warrant a policy reaction. 

One contingency is an unwarranted tightening of the policy stance [which] could emanate from at least three sources; 
* Renewed tensions in short term money markets, to the extent that these are propagated to the medium-term curve; 
* Developments in global bond markets that unduly spill over to the interest rate term structure in the euro area; 
* A continued appreciation of the exchange rate.

[These] can be addressed through a variety of more conventional policy measures [including]:
* A further lowering of the interest rate corridor, including a negative deposit rate;
* A further extension of the fixed rate, full allotment procedure;
* New liquidity injections, including longer-term fixed rate operations.  

A [second] contingency would be further impairments in the transmission of our stance, in particular via the bank lending 
channel. [The policy response] could take several forms, including

* A longer-term refinancing operation targeted towards encouraging bank lending;
* Or an ABS purchase programme, supported by the necessary regulatory changes.  

A [third contingency] would be a worsening of the medium-term outlook for inflation. Unlike the other contingencies, the 
objective here would not be to defend the current stance, but rather to increase meaningfully the degree of monetary 
accommodation. 
The limited margin for manoeuvre that remains over short-term interest rates would not be sufficient. This would be the 
context for a more broad-based asset purchase programme.”

Extracts from Speech by Mario Draghi, 24 April 2014 

Contingency planning

22
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ECB: QE Option Left Open

“For all practical purposes, we have reached the lower bound. 
This doesn't exclude some little technical adjustments which could lead to lower interest rates in one or the other or both 
parts of the corridor. But I would consider having reached the lower bound today.

The introductory statement says that the Governing Council is ready to use also unconventional instruments. The broad-
based asset purchase programme…is certainly one of these unconventional instruments
We think it's a significant package. Are we finished? The answer is no, we aren't finished here. If need be, within our 
mandate, we aren't finished here.”

Extracts from Press Conference by Mario Draghi, 5 June 2014

QE the next step, if needed

Extracts from Speech by Vitor Constancio, 6 June 2014

“If some downward shock were to create a much deteriorated situation, then we will have to think about all sorts of 
unconventional policies.
In that circumstance, we would have to contemplate the use of a broader programme of asset purchases.
Only after the second tranche in December…of the new [TLTRO] will we then gauge the impact, because by then the 
comprehensive assessment [of banks] will be completed and banks will know what is their situation.”

23
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ECB Asset Purchases: BNPP Assumptions

Key period is b/w June and September inflation projections; BNPP forecast of –ive depo rate in June argues for time to assess impact
Draghi’s 24 April framework, however, could be interpreted as increasing likelihood of combined rate cuts and asset purchases
Evolution of inflation (relative to ECB projections) and inflation expectations are key triggers

* Timing : Q3 2014

* Scale : EUR 400bn
Proposed scale is a weighted average of various calibrations using multiple methodologies (see slide)
May now look conservative on the basis of FAZ reports of EUR 1trn (or 11% of GDP) ECB model-based simulations
Programme of that scale would be far larger than those of other central banks initially, not in keeping with historical ECB conservatism

Explicitly different goal than for SMP and OMT (“severe tensions” hindering “monetary policy transmission” and “effective policy” )
Staff projections in March 2014 barely consistent with ECB definition of price stability at longest horizon (inflation of 1.7% in Q4 2016)
Based on 24 April framework, worse inflation = more accommodation; rate cuts “insufficient”, implying “broad-based” asset purchases
Do not expect ECB to be clear in setting threshold of objective

* Objective : Price Stability 

* Composition :  Mix of Assets, Including Sovereign Bonds
Legal decision for SMP states explicitly allowed buying of debt issued by public (in secondary market only) or private sector entities

ECB willing to buy ABS but levels outstanding for SME loans are modest, around EUR120bn including the UK (see slide); 
Sovereign markets have depth and breadth, important both for balance sheet effects and legal issues
Draghi appeared to rule out corporate bond buying in Davos; supra-nationals would not meet Coeuré’s criteria (see slide)

QE programmes of other major CBs have stipulated a quantity of purchases; but Fed ‘open-ended’ QE3 did not have an upper limit
Under SMP, scale of buying was announced ex-post; Coeuré’s comments about price not quantity (see slide) complicate matters
Sovereign buying across member states would adhere to single policy principle (capital key avoids favouring high debt countries)

* Methodology : Announce Quantity Ex-Ante

* Maturity : No Limit

OMT limited to 1-3 year maturities; argument in favour is that assets roll off balance sheet earlier, facilitating an easier exit
SMP included all maturities: Coeuré’s comments (see slide) suggest “intermediate to long” maturities maximise economic impact 

24
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Conclusion and forecasts
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Conclusions

Higher growth but persistently low inflation = QE

The recovery has become more broad-based both by components (with an increasing contribution from 
domestic demand) and countries (as the outlook has improved in the periphery)
The labour market has turned earlier than anticipated 
There is tentative evidence of improvement in credit conditions.
Our growth forecasts for both this year and the next are above the consensus

* The economic recovery in the eurozone is gaining momentum

Chinese growth ha slowed considerably in Q1
We assume the authorities will react, with the aim of achieving the growth target of 7.5%
More of the old medicine, however, will exacerbate the economy’s imbalances
The recovery in the US may lead to some “unwanted tightening in monetary conditions”
The outcome of the Ukrainian crisis is still very uncertain

* Inflation will remain very low
Economic slack is wide
The output gap will close only gradually
Inflation expectations may have already dis-anchored
In the event of an unforeseen shock, risks of deflation would not be negligible

* A number of risks remain

* QE is on the cards
We expect the ECB to ease monetary conditions further…
…with rate cuts in June…
…followed by asset purchases later on in the year         

26
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BNPP interest-rate and FX forecasts

Spot** Q2 '14 Q3 '14 Q4 '14 Q1 '15 Q4 '15
US
Fed Funds 0-0.25 0-0.25 0-0.25 0-0.25 0-0.25 0.50
2-year 0.45 0.45 0.60 0.70 1.00 2.00
10-year 2.62 2.59 2.90 3.00 3.15 3.50
Eurozone
Refi 0.15 0.15 0.15 0.15 0.15 0.15
2-year 0.04 0.05 0.05 0.05 0.05 0.20
10-year 1.33 1.40 1.50 1.55 1.60 1.75
Italy 
10-year vs Bund 1.48 1.30 1.00 1.00 1.00 1.20
Spain
10-year vs Bund 1.40 1.30 1.00 1.00 1.00 1.20
Japan
Call Rate 0.10 0.10 0.10 0.10 0.10 0.10
2-year 0.09 0.09 0.09 0.09 0.10 0.20
10-year 0.59 0.60 0.70 0.80 1.00 2.50
China
Off icial interest Rate 3.00 3.00 3.00 3.00 3.00 3.00
Brazil
SELIC Rate 11.00 11.00 11.00 11.50 12.00 13.00
UK
Base Rate 0.50 0.50 0.50 0.75 1.00 1.75
2-year 0.90 0.70 1.20 1.30 1.50 2.25
10-year 2.74 2.65 2.90 2.90 2.85 2.95
Source: BNP Paribas (M arket Economics, Interest Rate Strategy)  

*End Period **Spot Rates as at 20 June 2014

Spot** Q2 '14 Q3 '14 Q4 '14 Q1 '15 Q2 '15 Q4 '15
EUR/USD 1.34 1.35 1.32 1.30 1.28 1.27 1.26
USD/JPY 102 108 109 110 112 115 124
USD/BRL 2.25 2.28 2.38 2.45 2.45 2.48 2.55
USD/RMB 6.23 6.19 6.25 6.20 6.17 6.25 6.15
GBP/USD 1.70 1.69 1.69 1.71 1.71 1.72 1.75
Source: BNP Paribas (FX Strategy)  *End Period **Spot Rates as at 20 June 2014

Interest-rate forecasts (%)*

FX forecasts*
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BNP Paribas economic forecasts

2012 2013 2014 2015 2015
Q2 Q3 Q4 Q1

US
GDP 2.8 1.9 2.1 2.8 2.3 2.0 1.9 2.8
CPI 2.1 1.5 2.1 2.0 2.1 2.3 2.4 2.3
Core CPI 2.1 1.8 1.9 2.0 1.9 1.9 2.0 2.1
Eurozone
GDP -0.6 -0.4 1.2 1.9 1.0 1.3 1.5 1.7
CPI 2.5 1.4 0.6 1.1 0.6 0.4 0.6 0.8
Core CPI 1.5 1.1 0.8 0.9 0.8 0.7 0.7 0.7
Germany
GDP 0.9 0.5 2.2 2.4 2.0 2.2 2.3 2.1
CPI 2.1 1.6 0.9 1.4 1.0 0.8 1.0 1.2
France
GDP 0.4 0.4 0.8 1.4 0.5 0.9 1.0 1.3
CPI 2.2 1.0 0.9 1.2 0.8 0.8 1.0 1.1
Italy
GDP -2.4 -1.8 0.3 1.3 0.1 0.6 0.8 1.3
CPI 3.3 1.3 0.4 1.1 0.4 0.3 0.6 0.8
Spain
GDP -1.6 -1.2 1.3 2.0 1.1 1.5 1.9 1.9
CPI 2.4 1.5 0.1 0.7 0.2 -0.2 0.3 0.6
Japan
GDP 1.4 1.5 1.2 0.8 0.5 0.7 1.0 -0.3
Core CPI 0.0 -0.3 2.0 1.5 2.8 2.6 2.3 2.5
US-Like Core CPI -0.1 0.4 2.6 2.0 3.3 3.0 3.0 3.1
China
GDP 7.7 7.7 7.3 6.8 7.5 7.3 7.2 7.0
CPI 2.6 2.6 2.1 2.6 1.9 1.8 2.4 2.8
Brazil
GDP 1.0 2.5 1.0 1.0 0.4 0.9 0.7 0.8
IPCA 5.8 5.9 6.5 7.0 6.6 6.9 6.5 6.2
Core CPI 5.6 6.0 6.3 6.4 6.5 6.6 6.3 6.1
UK
GDP 0.3 1.7 3.4 3.0 3.5 3.4 3.6 3.4
HICP 2.8 2.6 1.7 2.1 1.7 1.7 1.8 2.0
Core CPI 2.4 2.1 1.7 2.2 1.6 1.7 1.7 2.1
Source: BNP Paribas 

Economic forecasts (% y/y)
2014

28



Disclaimer

Some sections of this report have been written by our strategy teams. These sections do not purport to be an 
exhaustive analysis, and may be subject to conflicts of interest resulting from their interaction with sales and 
trading which could affect the objectivity of this report.  (Please see further important disclosures in the text of this 
report).  These sections are a marketing communication.  They are not independent investment research.  They 
have not been prepared in accordance with legal requirements designed to provide the independence of investment 
research, and are not subject to any prohibition on dealing ahead of the dissemination of investment research 

STEER™ is a trade mark of BNP Paribas
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. Information and opinions contained in the report are published for the assistance of 
recipients, but are not to be relied upon as authoritative or taken in substitution for the exercise of judgement by any 
recipient, 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 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. 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.   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, 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 
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.  
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 accepting this document you agree to be bound by the foregoing limitations..
Certain countries within the European Economic Area:
This report is solely prepared for professional clients. It is not intended for retail clients and should not be passed on to any 
such persons. This report has been approved for publication in the United Kingdom by BNP Paribas London Branch. BNP 
Paribas London Branch (registered office: 10 Harewood Avenue, London NW1 6AA; tel: [44 20] 7595 2000; fax: [44 20] 
7595 2555) is authorised by the Autorité de Contrôle Prudentiel et de Résolution and the Prudential Regulation Authority 
and subject to limited regulation by the Financial Conduct Authority and Prudential Regulation Authority. Details about the 
extent of our authorisation and regulation by the Prudential Regulation Authority, and regulation by the Financial Conduct 
Authority are available from us on request. BNP Paribas London Branch is registered in England and Wales under no. 
FC13447. www.bnpparibas.com
This report has been approved for publication in France by BNP Paribas SA, incorporated in France with Limited Liability 

IMPORTANT DISCLOSURES:

and is authorised by the Autorité de Contrôle Prudentiel (ACP) and regulated by the Autorité des Marchés Financiers (AMF) 
whose 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 Paribas Niederlassung
Frankfurt am Main, a branch of BNP Paribas S.A. whose head office is in Paris, France. BNP Paribas S.A. – Niederlassung
Frankfurt am Main, Europa Allee 12, 60327 Frankfurt is authorised and supervised by the Autorité de Contrôle Prudentiel
and it is authorised and subject to limited regulation by the Bundesanstalt für 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 to US major institutional investors only. 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 Authority and other principal exchanges. For the purposes of, and to the extent subject to, §§ 1.71 
of the U.S. Commodity Exchange Act, this report is a general solicitation of derivatives business. 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 to Japanese based firms 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 instruments 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.
Israel: BNP Paribas does not hold a licence under the Investment Advice and Marketing Law of Israel, to offer investment advice 
of any type, including, but not limited to, investment advice relating to any financial products”
Singapore: BNP Paribas Singapore Branch is regulated in Singapore by the Monetary Authority of Singapore under the Banking 
Act, the Securities and Futures Act and the Financial Advisers Act. This document may not be circulated or distributed, whether 
directly or indirectly, to any person in Singapore other than (i) to an institutional investor pursuant to Section 274 of the Securities 
and Futures Act, Chapter 289 of Singapore ("SFA"), (ii) to an accredited investor or other relevant person, or any person under 
Section 275(1A) of the SFA, pursuant to and in accordance with the conditions specified in Section 275 of the SFA or (iii) 
otherwise pursuant to, and in accordance with the conditions of, any other applicable provisions of the SFA.
Australia: This material, and any information in related marketing presentations (the Material), is being distributed in Australia by 
BNP Paribas ABN 23 000 000 117, a branch of BNP Paribas 662 042 449 R.C.S., a licensed bank whose head office is in Paris, 
France. BNP Paribas is licensed in Australia as a Foreign Approved Deposit-taking Institution by the Australian Prudential 
Regulation Authority (APRA) and delivers financial services to Wholesale clients under its Australian Financial Services Licence
(AFSL) No. 238043 which is regulated by the Australian Securities & Investments Commission (ASIC).The Material is directed to 
Wholesale clients only and is not intended for Retail clients (as both terms are defined by the Corporations Act 2001, sections 
761G and 761GA). The Material is subject to change without notice and BNP Paribas is under no obligation to update the 
information or correct any inaccuracy that may appear at a later date.
Brazil: This document was prepared by Banco BNP Paribas Brasil S.A. or by its subsidiaries, affiliates and controlled companies, 
together referred to as "BNP Paribas", for information purposes only and do not represent an offer or request for investment or 
divestment of assets. Banco BNP Paribas Brasil S.A. is a financial institution duly incorporated in Brazil and duly authorized by the 
Central Bank of Brazil and by the Brazilian Securities Commission to manage investment funds. Notwithstanding the caution to 
obtain and manage the information herein presented, BNP Paribas shall not be responsible for the accidental publication of 
incorrect information, nor for investment decisions taken based on the information contained herein, which can be modified without 
prior notice. Banco BNP Paribas Brasil S.A. shall not be responsible to update or revise any information contained herein. Banco
BNP Paribas Brasil S.A. shall not be responsible for any loss caused by the use of any information contained herein.
Some or all the information reported in this document may already have been published on https://globalmarkets.bnpparibas.com
© BNP Paribas (2014). All rights reserved..

29


	GDP Levels
	Eurozone: Sentiment and growth
	Eurozone: Domestic improvement…
	Eurozone: Fiscal Policy
	Eurozone: Wages
	Eurozone: Investment Intentions
	Eurozone: Demand for Loans
	Eurozone exports: China 
	Eurozone exports: Russia
	Central bank balance sheets
	Fed tightening cycles
	Eurozone: Competitiveness Adjustments
	Eurozone: Bank Lending
	Eurozone: BNPP Surprise Indicator
	Eurozone: Inflation by Sector
	Case Study: Inflation & Output Gaps I
	Case Study: Inflation & Output Gaps II
	Eurozone: SPF Inflation Expectations
	ECB: Policy Response Framework  
	ECB: QE Option Left Open  
	ECB Asset Purchases: BNPP Assumptions
	Conclusions
	BNPP interest-rate and FX forecasts
	BNP Paribas economic forecasts
	Disclaimer

