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US: Riding high but running out of gas 
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Unemployment rate U6 approaching the lows 

Source: BNP Paribas, FRED, Bloomberg 

 Q2 GDP: roaring economy  

 Second estimate of Q2 GDP shows growth of 4.2% QoQ (SAAR), with 
domestic demand even stronger: 

 Real final sales of domestic product grew by 5.3%, its best outturn 
since Q1 2006. 

 Real final sales to private domestic purchasers grew  by 4.3%. 

 August FOMC: only 2 changes to the statement, both hawkish 

 Pace of economic activity upgraded to “strong” from “solid”; 

 Household spending assessed as having “grown strongly” from having 
“picked up”. 

 Latest data remain strong: 

 Manufacturing output rose 3.1% y/y in August, its highest level since 
2012. 

 August inflation disappoints but wages grew 2.9% y/y, the strongest level 
since June 2009. 

 Core PCE hits 2% y/y in July, first time at Fed’s target since 2012. 

BNPP forecasts: the end is near(er) 

 GDP: we believe Q2 was the peak. 

 Economy to ease but remain strong near-term: GDP forecast at 2.8% and 
2.5% in Q3 and Q4. 

 More significant slowdown next year: GDP to fall to 1.3% in 2019 (from 
2.9% in 2018), as fiscal stimulus fades, tighter monetary conditions begin 
to bite, and a slower global growth momentum. 

 Inflation: on the rise. 

 Based effects, oil prices and some cyclical lift to push inflation up. We 
see core PCE rising further, to 2.2% by year-end, then stabilising in a 2.1-
2.3% range throughout 2019. Tariffs pose upside risks. 

 Minutes reveal the Fed is aligned with us on growth‘s near-term outlook 
and is increasingly confident on inflation but still waiting on wages.  

Wages are picking up, core PCE hit 2% 

Source: Bloomberg, BNP Paribas 
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BNPP forecasts: the end is near(er) 

 GDP: we believe Q2 was the peak. 

 Economy to ease but remain strong near-term: GDP forecast at 2.8% 
and 2.5% in Q3 and Q4. 

 More significant slowdown next year: GDP to fall to 1.3% in 2019 (from 
2.9% in 2018) as fiscal stimulus fades, tighter monetary conditions begin 
to bite, and a slower global growth momentum. 

 Inflation: on the rise. 

 Based effects, higher energy costs and upward pressure on wages and 
healthcare and shelter prices to lift inflation. We see core PCE hit 2.2% 
by Q3 and peak at 2.3% by the end of 2019. Tariffs pose upside risks. 

 Minutes reveal the Fed is aligned with us on growth‘s near-term outlook 
and is increasingly confident on inflation but still waiting on wages.  
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US FOMC: Cautiousness revealed 
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August FOMC Minutes show more risks  discussed, and divisions: 

 More risks though risk to outlook is ‘roughly balanced’: trade dispute, a 
faster-than-expected fading of the fiscal impetus, or on the contrary, larger or 
more persistent positive effects from fiscal policy and strengthening labour 
market, housing sector weakening, sharp increase in oil prices, severe 
slowdown in emerging markets. 

 Stance should “at some point fairly soon” no longer be ‘accommodative’ 
given the FF rate heading closer and closer to estimates of its neutral level. 

 Hold up on estimating neutral? Providing an explicit assessment of the FF 
rate versus its neutral level convey a false sense of precision. 

 Changes to balance sheet policy in September? Comments on the 
implications of regulatory changes in the demand for reserves and for the size 
and composition of the Fed’s balance sheet. Chair Powell suggested 
discussions would likely resume in the fall. 

 Divisions over how to interpret a flattening yield curve: 
 “Several participants cited statistical evidence for the United States that 

inversions of the yield curve have often preceded recessions”; 
 “Other participants emphasized that inferring economic causality from 

statistical correlations was not appropriate”, citing a number of global 
factors contributing to downward pressure on term premiums, including 
QE and strong global demand for safe assets. 

Powell delivers a cautious speech at Jackson Hole: 

 Focus on uncertainty around real-time estimates of the ‘stars’  (the neutral 
rate of interest (r*),  NAIRU (u*), and rate of potential growth (g*)). 

 Clear takeaway is to be cautious of relying too much on estimates of the 
stars as “the stars are sometimes far from where we perceive them to 
be”: this follows heightened discussions over the level of neutral interest rates, 
with regional Fed presidents offering their own estimates. 

 Committee to remain data dependent but inflation not the best indicator: 
Powell notes that a flat Philips curve could make Greenspan’s strategy no 
longer useful while in the run-up to the past 2 recessions it was in the financial 
markets where destabilizing excesses appeared. 

 

 Powell concludes that modern-day risk management suggests 
“looking beyond inflation for signs of excesses”, citing W. Brainard 
that “when you are uncertain about the effects of your actions, you 
should move conservatively”. 

 Takeaway from Powell’s speech: cautiousness revealed as the 
Committee continues its gradual rate hikes and continued reliance on a 
meeting-to-meeting data dependence, with that data comprising a 
wide range of indicators and specifically not contingent on inflation 
moves. 

Source: BNP Paribas, FOMC, Bloomberg 

Fed funds rate projections 
 

We believe that growth is peaking and that the Fed will pause in 2019: 

 We forecast 2 more hikes for this year, and 1 for next year, taking the 
terminal Fed Funds rate to 2.5-2.75% in March 2019. 

 Signs of a slowing economy in 2019 should cause the Fed to pause its 
hiking cycle, after having pushed rates to neutral levels. 

 It might remain on a hiking path if economic strength continues or core 
PCE pushes beyond 2.5% y/y, the Fed’s comfort threshold we believe. 

 



US: Further flattening… before a re-steepening in H2 2019 
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We expect the 2s30s curve to flatten to 0bp by mid-2019: 

 Hiking cycle: historically, the 2s10s UST curve moves with a beta of -0.5 to 
changes in Fed funds rate. Based on this, the 2s10 curve may flatten to 0bp 
(from roughly 125bp at the start of the hiking cycle). 

 Less demand at the front-end due to the end of ‘shadow QE’: corporates 
no longer buy ~USD 100bn/y of 1-5y USTs and credit (our estimates) due to 
the tax reform. Q2 earnings show a further drop in the size of bond portfolios 
held by corporates, with ongoing distributions. 

 UST supply skewed to the front end: August’s refunding announcement 
keeps incremental UST issuance skewed to the front-end (FRNs, 2s, 3s and 
5s auctions increased the most), T-bill issuance typically rises in Q4. 

 Pensions Liability Driven Investments: we expect pension LDI buying of 
long-end USTs to continue with improving solvency and higher PGBC 
premiums (Pension Benefit Guaranty Corp) although at a slow rate than H1 as 
the tax break ends in September. 

 Positioning: CFTC Treasury future positioning data show new record shorts 
(USD 237.6mn DV01) and suggest speculators are increasingly in steepeners. 

Risk of steepening as we head into the latter stages of the business cycle: 

 Fed policy: a flatter yield curve impacts Fed policy. However, the new “near-
term forward approach” suggests the likelihood of a recession is much lower. 
See (Don't Fear) The Yield Curve (by Engstrom and Sharpe). 

 Fed B/S normalisation: an early end would flatten the curve on a continuation 
of implicit Twist. But a change in policy could materially steepen the curve (e.g. 
inverse Twist, untwist). 

 Economic slowdown: we expect the 2s10s UST curve to bull-steepen by 
50bp in H2 2019 under our economists forecasts for a slowdown. 

 De-anchoring of inflation expectations: market and survey-based 
expectations are still low by historical standards, despite strong growth, low 
unemployment, and rising trade tariffs. Watch wages. 

Trade: 10s30s UST flattener. Current: 15bp. Target: -20bp. Carry: -0.5bp/m. 

25 June 2018 

“Near-term forward spread” approach for predicting recessions 

CFTC spec positioning: record shorts, more at the long end 

Source: US Treasury, BNP Paribas, Milliman 

Source: Federal Reserve Bank of New York, Federal Reserve Board staff estimates 
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Eurozone: Bullish on inflation 
 Growth keeps disappointing but remains above trend: we expected a 

rebound in GDP in Q2 confirming the temporary nature of the first quarter 
slowdown. Instead, GDP data for Q2 showed unchanged 0.4% QoQ rate. 

 Solid but moderating growth towards trend in 2019: expect QoQ 
growth to run at the same pace until the beginning of 2019, before slowing 
further down to 0.3% for the rest of 2019. 
 A supportive policy mix suggests domestic demand should remain 

resilient and offset some of the external headwinds. 
 Continued job gains support household sentiment and with it 

spending. 
 Risks are mostly to the downside: weaker global growth amid 

monetary tightening might be worse than in our forecasts, political 
uncertainty might exert a drag on investment growth, more than we 
forecast. 

 More bullish than the market on inflation: expect headline and core 
inflation to pick up in Q4, to 2.3% and 1.5% y/y, respectively, above market 
consensus.  
 Declining spare capacity has led to mounting pipeline price 

pressures, which should soon filter into core inflation, according to 
a number of indicators: 
 Output prices are increasing faster than input prices.  
 The share of firms reporting supply constraints due to labour and 

equipment shortages is close to all-time highs in most member 
states. This indicates a tightening labour market and point to 
higher wage growth. 

 Suppliers’ delivery times have continued to lengthen. 
 Past currency strength to continue to weigh on core goods 

inflation until the end of this year. That said, the currency pass-
through looks somewhat more limited than in the past, probably 
owing to robust domestic demand which has allowed firms to boost 
margins instead of passing on lower import prices. 

 This year’s pickup in energy prices should lend further support to 
the inflation outlook.  
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Labour shortages 

Source: Eurostat, EU Commission, Macrobond, BNP Paribas 

Wages are accelerating across a broad range of measures 

Source: Eurostat, European Commission, Macrobond, BNP Paribas 

25 June 2018 
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ECB: Dovish but still on a normalisation path 
 ECB turns gloomier on growth at September meeting: 

 Growth projections downgraded; 
 “Solid” omitted to describe the ongoing recovery, on the ground of 

slower external demand. 

 Wider list of risks to include developments in emerging markets: 
 Risks still perceived as balanced, although downside risks have 

gained prominence. 
 Trade tensions seem to be the predominant concern at the ECB, 

Draghi highlighting a number of possible channels of transmission, 
including disruption of value chains and confidence effects. 

 Draghi however also emphasised a number of upside risks, 
including a “less neutral” fiscal policy stance and the improved 
outlook for labour markets. 

 Strengthening confidence on the inflation outlook amid recent 
developments in the labour market and higher wages 

 ECB seems in line with our view for a while: 
 Capacity constraints are to blame for some of the slowdown from 

last year’s strong growth pace and now that these are biting these 
will eventually translate into higher core inflation. 

 Draghi’s reference to improved labour markets is one of the reasons 
why we continue to believe that consumption and therefore overall 
growth will remain resilient to potential external shocks, at least over 
the next few quarters. 

 On end of QE: “the end of the purchases is still conditional on incoming 
data”. 

 On reinvestments: still not discussed but confirmed an announcement is 
on the cards, for either October or December, pending technical work on 
the matter. Capital key rule remains the “guiding principle”. 

 We continue to forecast the first depo-rate hike in September 2019, by 
20bp, on an improved inflation outlook. We are more bearish than the 
market is (first hike priced by January 2020, full normalisation by the 
summer 2020). 
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ECB versus BNPP forecasts, and changes over time 

Source: BNP Paribas 

Post-summer rise in yields continues after ECB Sep meeting 

Source: BNP Paribas 

25 June 2018 

ECB 2017 2018 2019 2020 BNP 2018 2019
HICP HICP
Sep-18 1.5 1.7 1.7 1.7 Sep-18 1.9 1.9
Jun-18 1.5 1.7 1.7 1.7 May-18 1.8 1.8
Mar-18 1.5 1.4 1.4 1.7 Mar-18 1.7 1.7

Core HICP Core HICP
Sep-18 1 1.1 1.5 1.8 Sep-18 1.1 1.6
Jun-18 1 1.1 1.6 1.9 May-18 1.2 1.6
Mar-18 1 1.1 1.5 1.8 Mar-18 1.3 1.7

Real GDP Real GDP
Sep-18 2.5 2.0 1.8 1.7 Sep-18 2 1.5
Jun-18 2.5 2.1 1.9 1.7 May-18 2.2 1.7
Mar-18 2.5 2.4 1.9 1.7 Mar-18 2.8 2.1

 Based on our above-consensus call on inflation, we continue to 
forecast the first depo-rate hike in September 2019, a 20bp hike, 4-
months in advance of what the market prices in. 
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Bund valuation: Partial depricing of QE premium as QE ends 
 Our model’s fair value for the 10y Bund yield declined further at the end 

of August, to 0.40%, amid a further fall in our leading indicator of activity as 
well as a slight downward correction in inflation. 

 Our intrinsic valuation model suggests that the QE premium embedded in 
the 10y Bund yield amounts to 140bp. We have looked at two approaches: 

 10y Bund yield’s sensitivity to excess liquidity and the QE-led rise in the 
latter: we find that the QE premium could be as much as 140bp, which 
was reached in October 2017 and has been relatively stable since then. 

 QE regime versus pre-QE regime model: we could argue that the 
differential between our QE regime and our pre-QE regime model 
should reflect the QE premium. The differential between these two 
models also amounts to 140bp. 

 The latter suggests that the QE premium would have increased 
considerably from April 2016, when the ECB raised the QE size to EUR 
80bn, reaching a high of 150bp in March 2017, before declining as the 
APP size returned to EUR 60bn and then 30bn. 

 Less intuitively, the QE premium under the latter approach would have 
risen again after Q1, to return to 140bp currently. However, we could 
argue that larger reinvestments since April have been playing a part. 

 QE stock versus QE flow: the first approach measures the QE stock effect 
while the second seems to reflect more the QE flow effect, declining/increasing 
with the size of QE and of reinvestments. 

 Bottom line: 

 QE stock and QE flows both matter. In fact, one interrelates with the 
other as the flow effect is the first derivative of the stock effect. 

 So as we head into next year, the QE premium should decline, catching 
up with the size of reinvestments (QE flow effect), but the stock should 
prevent it shrinking materially (QE stock effect). 

 A reduction of the QE premium by a quarter would see the 10y Bund 
yield rises towards 0.75% by year-end, as the market factors in the end 
of ECB QE. 
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10y Bund’s Intrinsic Valuation Model (%) – QE regime 

Source: BNP Paribas 

Assessing a QE premium for the Bund (%) 

Source: BNP Paribas 
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Conclusion: 

 QE stock and QE flows both matter. In fact, one interrelates with the other 
as the flow effect is the first derivative of the stock effect. 

 So as we head into next year, the QE premium should decline, catching up 
with the size of reinvestments (QE flow effect), but the stock should prevent 
it shrinking materially (QE stock effect). 

 A reduction of the QE premium by a quarter would see the 10y Bund 
yield rises towards 0.75% as the market factors in the end of ECB QE. 
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QE flows: Beware the tapering 
 Net QE purchases to decline: monthly APP fell in August, to 82.7% of the 

EUR 30bn/month target, broadly in line with the 82% average for August. In 
Sep-Nov, net purchases usually make up ~105% of the monthly target, but 
the tapering will ultimately bring net purchases down to just below EUR 16bn 
a month in October/November, from EUR 31.5bn forecast in September. 

 PSPP share on the rise: PSPP made up 91% of APP purchases in August 
as the share of CSPP returned to all-time lows of 6% (vs. YTD avg of 16%). 
We expect corporate supply, and thus CSPP purchases, to have rebounded in 
September. Still, having continually risen since March, we expect the share of 
PSPP to remain higher than the 70% seen in Q1, or 78% in Q2, especially 
with the end of APP looming. We assume an 80% share until November. 

8 

APP as a % of targeted size since the start of QE 

Source: ECB, BNP Paribas 

PSPP as a share of APP 

Source: ECB, BNP Paribas 
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 Gross PSPP purchases back to May’s lows, then below: October is the 2nd 
heaviest month of the year in terms of redemptions (EUR 21bn). New PSPP and 
reinvestments could thus amount to EUR 33.8bn in October, slightly above 
September (EUR 31.3bn forecast), but well below July’s 41bn spike, and closer to 
May’s EUR 30bn which saw the 10y Bund yield broke through 0.60%. 
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EGB supply: Large repayments in October 
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All sources: BNP Paribas (* including coupon payments) 
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EGB Net Payments* Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
Austria -7.3 1.3 -0.2 0.8 1 1.2 0.7 1.4 1.2 -6.3 1.3 1.6 -3
Belgium 5 4.5 -9.8 4.4 -3 -7.7 3.7 0 1.2 0 1.8 0 0
Finland 0 3 0 0.3 0 0 -0.7 4.2 -5.2 1.4 1.4 0 4
France 21.7 7.7 22.7 -23.2 -1.4 20.4 8.9 8.1 23.1 -23.6 -2.3 4.2 66
Germany -10.4 -4.6 0.5 -20.6 11.8 -3.5 -14 14.5 -0.5 -4.8 15.3 -10 -26
Ireland 4 1.1 -0.1 3.5 0.6 0.2 0.5 0 0.6 -7.9 0.7 -0.2 3
Italy 21.4 -5.8 4.2 10.9 -2.7 0.7 12.8 -24.7 2.6 1.7 5.4 -32.4 -6
Netherlands -14.9 0 5.8 -10 1.8 2.3 -15 0 3.3 3.8 3.8 0 -19
Portugal 4 0.2 1.3 2.7 1.2 -7.7 0.3 0.7 0.4 -0.4 0.5 0 3
Spain -5.3 15.9 10.3 -12.6 9.6 15.3 -20.6 2.8 9.1 -18.1 8.5 6.9 22
Total (EUR bn) 18.2 23.3 34.7 -43.8 18.9 21.2 -23.4 7 35.8 -54.2 36.4 -29.9 44

EGB Net Supply Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
Austria -6.6 1.4 1.2 1.2 1.2 1.6 1.8 1.4 1.8 -5.6 1.7 1.6 3
Belgium 5 4.5 -4.8 4.4 -3 -5.3 3.7 0 3.7 0 1.8 0 10
Finland 0 3 0 1 0 0 0 4.2 -5 1.4 1.4 0 6
France 21.7 7.7 22.7 -8.9 4 20.6 11.8 8.1 23.1 -10 -0.9 4.2 104
Germany -4 -3.5 0.5 -20 12.3 -3.5 -6 16 0.5 -4.5 15.3 -10 -7
Ireland 4 1.3 1.1 4 1 0.7 0.5 0 0.6 -6.8 0.7 0 7
Italy 21.5 0.1 15 11.6 3 2.9 18.2 -15.5 4.3 7.6 7.2 -32 44
Netherlands -11.1 0 5.8 -10 1.8 2.3 -11.7 0 3.3 3.8 3.8 0 -12
Portugal 4 1.3 1.3 4 1.2 -6.5 0.5 0.7 0.4 0.6 0.5 0 8
Spain 1.6 15.9 10.3 -7.8 9.6 15.3 -12.5 2.8 9.1 -10.8 8.9 6.9 49
Total (EUR bn) 36.1 31.7 53.1 -20.5 31.1 28.1 6.3 17.7 41.8 -24.3 40.4 -29.3 212

EGB Gross Supply Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Total
Austria 5.4 1.4 1.2 1.2 1.2 1.6 1.8 1.4 1.8 1.4 1.7 1.6 22
Belgium 5 4.5 4.2 4.4 0 3.7 3.7 0 3.7 0 1.8 0 31
Finland 0 3 0 1 0 0 0 4.2 0 1.4 1.4 0 11
France 21.7 21.7 22.7 18.1 22 20.6 20.8 8.1 23.1 18 19.1 4.2 220
Germany 16 13.5 13.5 12 12.3 10.5 15 16 13.5 12.5 15.3 3 153
Ireland 4 1.3 1.1 4 1 0.7 0.5 0 0.6 2.2 0.7 0 16
Italy 36.5 22.1 26 23.6 17 20.9 18.2 8.5 15.3 19.6 17.2 0 225
Netherlands 1.9 0 5.8 2 1.8 2.3 1.3 0 3.3 3.8 3.8 0 26
Portugal 4 1.3 1.3 4 1.2 0.5 0.5 0.7 0.4 0.6 0.5 0 15
Spain 20.6 15.9 10.3 9.2 9.6 15.3 8.5 2.8 9.1 9.2 8.9 6.9 126
Total (EUR bn) 115.1 84.7 86.1 79.5 66.1 76.1 70.3 41.7 70.8 68.7 70.4 15.7 845
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EUR: Short the 10y real yield 
 Short the BUNDei-26 real yield. Entry: -1.27%. Current: 1.12%. Target: -

0.70%. Positive carry. 

 In July we recommended waiting until towards the end of August to be 
short, in light of a seasonal rally in August spurred by the lack of 
issuance, and targeting the 0.25-0.30% area. The 10y Bund yield broke 
through 0.30% again in the 3rd week of August. It prompted us to enter 
a short position, via the BUNDei-26 real yield where the carry is 
positive (+9bp until end of March). 

 Gross QE flows (new PSPP plus reinvestments) will remain well below 
July’s high going forward, closer to May’s levels when the 10y Bund 
yield broke through 0.60%, before declining further into year-end. 

 Supply has resumed. 

 Risk: temporary correction into October to follow the 20bp sell-off? 

 Redemptions and coupon payments will pick up again in October, 
to the extent where October will be the most negative month of the 
year when it comes to net payments. 

 A short seasonal pattern usually sees a rally into October (from the 
end of this week; 85% of the time, by 15bp). 

 But this might be partly counterbalanced news over the Italian 
budget (targets to be announced by the end of the month). 

 What’s more, the 2nd and 3rd week of October usually give way to a 
seasonal sell-off (which has occurred 85% of the time, by up to 
15bp). 

 Other shorts we have: 

 Pay 2s5s10s EUR swap. Entry: -16bp. Target: -4bp. Stop-loss: -
21bp. Carry and roll: -3.2bp/3m. 
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2004 - 2017 Bund yield and seasonal patterns (bp) 

Source: BNP Paribas 

2s5s10s swap fly to rise as QE ends 

Source: BNP Paribas 

25 June 2018 
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Italy: a lot of bad news already priced in 

Source: BNP Paribas 

 August sell-off driven by mounting concerns over the budget with 
reported disagreement inside the government. 

 Di Maio and Deputy Prime Minister/League leader Salvini reportedly 
aiming to relax the budget so the programme can be implemented as 
soon as next year. 

 Tria in favour of a more moderate approach, a more neutral fiscal 
stance or only a slight loosening. 

 Key proposals in the government’s programme include: 

 Reform Italy’s tax system, aiming to introduce a ‘flat tax’ system ; 

 Introduction of a universal income scheme; 

 Reversal of the so-called Fornero pension system reforms. 

 These measures are estimated to cost more than 5% of GDP so could not 
be implemented in full without putting fiscal debt sustainability at risk: 

 We expect some compromise to be reached so that these measures 
are implemented only partially, or offset by savings elsewhere. 
Government could spread the impact over several years or announce a 
series of consultations to deliver its pledges (rather than hard-wiring 
them into its 2019 budget projections). 

 Key dates: 

 Government to set new public-finance targets by 30 September; 

 Government to submit a draft budget to the EU for review by 15 
October. 

Our baseline scenario: budget deficit target of around 2% of GDP or below 
for 2019. 
 2% looks ok versus a forecast of 1.8% for this year, but, compares with 0.8% 

in the previous government’s plan. 
 While technically it fulfils the Maastricht criteria of achieving a deficit of below 

3% of GDP, Italy has a government debt-to-GDP ratio of over 130% – more 
than double the 60% allowed – so according to the stability and growth pact, 
Italy is required to make ongoing adjustment to keep its debt-to-GDP ratio on 
a downward trajectory in the medium term. 

 The deficit target would therefore probably breach EU rules but we expect the 
EC to ignore the rule breach for now, as in recent years, until it perceives the 
risk of marked fiscal slippage. 

 On the bright side, 2% is unlikely to be an immediate challenge to Italian 
debt sustainability: the weighted average interest rate on outstanding public 
debt is still above market rates, so the government can still roll over its debt 
at lower rates, reducing its overall interest-rate bill. 

 Under our base case, the 10y BTP/Bund spread would tighten to about 
225bp, with the 10y yield rising to 0.75% as the ECB ends QE and the 10y 
BTP staying near 3%. 
 



G10 rates forecasts: Rising yields despite rising risks 

12 25 June 2018 

BNPP 
forecast

Forecast 
vs spot

Market-
implied 
forward

Forecast 
vs 

forward

BNPP 
forecast

Forecast 
vs spot

Market-
implied 
forward

Forecast 
vs 

forward

BNPP 
forecast

Forecast 
vs spot

Market-
implied 
forward

Forecast 
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forward
FF* 1.75-2.00 2.25-2.50 2.50-2.75 2.50-2.75
2y 2.66 2.95 +29 2.78 +17 3.10 +44 2.88 +22 2.50 -16 2.94 -44 
5y 2.77 3.05 +28 2.83 +22 3.15 +38 2.88 +27 2.80 +3 2.92 -12 
10y 2.88 3.10 +22 2.91 +19 3.20 +32 2.94 +26 3.00 +12 2.95 +5
30y 3.03 3.10 +7 3.05 +5 3.10 +7 3.07 +3 3.10 +7 3.08 +2
EONIA -0.36 -0.35 -0.35 -0.15 
2y -0.58 -0.45 +13 -0.59 +14 0.00 +58 -0.56 +56 0.30 +88 -0.52 +82
5y -0.19 0.15 +34 -0.15 +30 0.60 +79 -0.07 +67 0.80 +99 0.02 +78
10y 0.38 0.75 +37 0.45 +30 1.00 +62 0.54 +46 1.20 +82 0.62 +58
30y 1.06 1.30 +24 1.08 +22 1.50 +44 1.12 +38 1.60 +54 1.16 +44
Call rate -0.10 -0.10 -0.10 -0.10 
2y -0.12 -0.09 +3 -0.13 +4 -0.12 -0 -0.13 +1 -0.15 -3 -0.13 -2 
5y -0.08 -0.04 +4 -0.07 +3 -0.07 +1 -0.05 -2 -0.12 -4 -0.04 -8 
10y 0.09 0.14 +5 0.12 +2 0.10 +1 0.15 -5 0.02 -7 0.19 -17 
30y 0.84 0.95 +11 0.85 +10 0.90 +6 0.87 +3 0.80 -4 0.90 -10 
Bank Rate 0.75 0.75 1.00 1.25
2y 0.73 0.80 +7 0.78 +2 1.15 +42 0.84 +31 1.35 +62 0.90 +45
5y 1.04 1.10 +6 1.10 +0 1.45 +41 1.16 +29 1.70 +66 1.21 +49
10y 1.45 1.55 +10 1.49 +6 1.80 +35 1.56 +24 2.00 +55 1.62 +38
30y 1.78 1.95 +17 1.80 +15 2.15 +37 1.82 +33 2.25 +47 1.83 +42
Cash rate 1.50 1.50 1.50 1.75
2y 2.01 2.10 +9 2.10 -0 2.20 +19 2.28 -8 2.40 +39 2.50 -10 
5y 2.19 2.30 +11 2.33 -3 2.70 +51 2.48 +22 2.90 +71 2.61 +29
10y 2.56 2.70 +14 2.63 +7 2.90 +34 2.71 +19 3.10 +54 2.79 +31

Spot 

2s10s 22 15 -7 13 +2 10 -12 6 +4 50 +28 2 +48
10s30s 15 0 -15 14 -14 -10 -25 13 -23 10 -5 13 -3 
2s5s10s 0 5 +5 -4 +9 0 +0 -5 +5 10 +10 -4 +14
2s10s 96 120 +24 103 +17 100 +4 110 -10 90 -6 114 -24 
10s30s 68 55 -13 63 -8 50 -18 58 -8 40 -28 53 -13 
2s5s10s -18 0 +18 -16 +16 20 +38 -12 +32 10 +28 -7 +17
2s10s 21 23 +2 25 -2 22 +1 28 -6 17 -4 32 -15 
10s30s 75 81 +6 73 +8 80 +5 72 +8 78 +3 71 +7
2s5s10s -13 -13 -0 -13 -0 -12 +1 -12 +0 -11 +2 -13 +2
2s10s 72 75 +3 71 +4 65 -7 72 -7 65 -7 73 -8 
10s30s 33 40 +7 31 +9 35 +2 26 +9 25 -8 21 +4
2s5s10s -11 -15 -4 -8 -7 -5 +6 -9 +4 5 +16 -10 +15
2s10s 56 60 +4 53 +7 70 +14 43 +27 70 +14 29 +41
2s5s10s -18 -20 -2 -7 -13 30 +48 -4 +34 30 +48 -6 +36
US-GER 250 235 -15 246 -11 220 -30 240 -20 180 -70 233 -53 
AUD-US -32 -40 -8 -28 -12 -30 +2 -23 -7 10 +42 -16 +26
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vs spot
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BNPP 
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vs spot

France 34 25 -9 25 -9 25 -9 
Italy 280 225 -55 210 -70 200 -80 
Spain 107 90 -17 90 -17 90 -17 

Jun-19Dec-18 Dec-19
10y

yield Spot BNPP 
forecast

Forecast 
vs spot

BNPP 
forecast

Forecast 
vs spot

BNPP 
forecast

Forecast 
vs spot

France 0.72 1.00 +28 1.25 +53 1.45 +73
Italy 3.18 3.00 -18 3.10 -8 3.20 +2
Spain 1.45 1.65 +20 1.90 +45 2.10 +65

Dec-18 Jun-19 Dec-19

Our key views 
We expect yields to rise by more than is 
priced into the forwards in Q4 2018 and  
H1 2019 (although by 20-30bp less than we 
expected in our May forecasts). 
 

By H2 2019 the picture is less uniform.  
We expect eurozone and UK yields to rise, and 
US and Japanese yields to plateau – eventually. 

 
What hasn’t changed:  
 Economic fundamentals: growth is above 

trend and inflation is rising. 
 Monetary policy: gradual withdrawal of 

accommodation is set to continue. 
 Supply, net of global QE, will increase 

substantially in H2 2018 and beyond. 

 
What has changed: 
 The pace of policy tightening will be even 

more glacial: ECB forward guidance has 

flattened the path we expect for ECB rates 
and BoJ 'tightening' appears over for a while. 

 Trade tensions look set to persist, so we 
have cut our 2019 GDP forecasts. 

 Risks have risen from politics and financial 
market volatility, in developed and emerging 
markets. In Italy our forecasts are based on a 
fairly benign scenario, but sizeable downside 
risks to our base case remain. 

 So risk premia should rise, with core 'safe- 
haven' assets richer and sovereign spreads 
wider (especially Italy) than our May forecast. 
 
 

*Fed funds rate. Spot rates as of  28 August 2018. Sources: Bloomberg, BNP Paribas  
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 Is the bear market really there 
 Major risks: how strong can it be  

 Geo-political risks 
 Italian situation 
 Brexit 
 Trade tensions 

 Economic  uncertainty:  
 Slower growth with higher inflation in developed countries 
 EM risks 

 Monetary policy 
 US Fed to continue to tighten 
 ECB normalization - end of QE but Twist 
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competence remains at national level, in terms of Council Regulation n° 2013/1024 of 15 October 2013 conferring specific tasks on the ECB concerning policies relating to the prudential supervision of credit institutions as well as Council Directive n° 2013/36/EU of 
26 June, 2013 and Section 53b German Banking Act (Kreditwesengesetz - KWG) providing for the principles of shared supervision between the national competent authorities in case of branches and applicable national rules and regulations. BNPP Niederlassung 
Deutschland is registered with locations at Europa Allee 12, 60327 Frankfurt (commercial register HRB Frankfurt am Main 40950) and Bahnhofstrasse 55, 90429 Nuremberg (commercial register Nuremberg HRB Nürnberg 31129).  
  
Belgium: BNPP Fortis SA/NV is authorized and supervised by European Central Bank (ECB) and by the National Bank of Belgium, boulevard de Berlaimont 14, 1000 Brussels, and is also under the supervision on investor and consumer protection of the Financial 
Services and Markets Authority (FSMA), rue du congrès 12-14, 1000 Brussels and is authorized as insurance agent under FSMA number 25789 A.  
  
Ireland: This report is being distributed in Ireland by BNPP S.A., Dublin Branch. BNPP is incorporated in France as a Société Anonyme and regulated in France by the European Central Bank and by the Autorité de Contrôle Prudentiel et de Résolution.  
  
Italy: This report is being distributed by BNPP Italian Branch (Succursale Italia) which is authorised and lead supervised by the European Central Bank (ECB) and the Autorité de Contrôle Prudentiel et de Résolution and regulated by the Autorité des Marchés 
Financiers, and this authorisation has been notified to the Bank of Italy. BNPP Succursale Italia is the Italian branch of a company incorporated under the laws of France having its registered office at 16, Boulevard des Italiens, 75009, Paris, whose offices are located 
in Piazza Lina Bo Bardi 3, Milan, tax code and registration number at the Companies Registry of Milan No. 04449690157, is enrolled in the register of the banks held by Bank of Italy under No. 5482, duly authorised to provide in Italy banking and investment services 
according the principle of the mutual recognition. The branch is subject to limited regulation by the Bank of Italy and the CONSOB respectively.  
  
Netherlands: This report is being distributed in the Netherlands by BNPP Fortis SA/NV, Netherlands Branch, a branch of BNPP SA/NV whose head office is in Brussels, Belgium. BNPP Fortis SA/NV, Netherlands Branch, Herengracht 595, 1017 CE Amsterdam, is 
authorised and supervised by the European Central Bank (ECB) and the National Bank of Belgium and is also supervised by the Belgian Financial Services and Markets Authority (FSMA) and it is subject to limited regulation by the Netherlands Authority for the 
Financial Markets (AFM) and the Dutch Central Bank (De Nederlandsche Bank).  
  
Portugal: BNPP – Sucursal em Portugal Avenida 5 de Outubro, 206, 1050-065 Lisboa, Portugal. www.bnpparibas.com. Incorporated in France with Limited Liability. Registered Office: 16 boulevard des Italiens, 75009 Paris, France. 662 042 449 RCS Paris. BNPP – 
Sucursal em Portugal is lead supervised by the European Central Bank (ECB) and the Autorité de Contrôle Prudentiel et de Résolution (ACPR). BNPP - Sucursal em Portugal is authorized by the ECB, the ACPR and Resolution and it is authorized and subject to 
limited regulation by Banco de Portugal and Comissão do Mercado de Valores Mobiliários. BNPP - Sucursal em Portugal is registered in C.R.C. of Lisbon under no. NIPC 980000416. VAT Number PT 980 000 416.”  
  
Spain: This report is being distributed in Spain by BNPP S.A., S.E., a branch of BNPP S.A. whose head office is in Paris, France (Registered Office: 16 boulevard des Italiens, 75009 Paris, France). BNPP S.A., S.E., C/Ribera de Loira 28, Madrid 28042 is authorised 
and supervised by the European Central Bank (ECB) and the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and subject to limited regulation by the Bank of Spain.  
  
Switzerland: This report is intended solely for customers who are “Qualified Investors” as defined in article 10 paragraphs 3 and 4 of the Federal Act on Collective Investment Schemes of 23 June 2006 (CISA) and the relevant provisions of the Federal Ordinance on 
Collective Investment Schemes of 22 November 2006 (CISO). “Qualified Investors” includes, among others, regulated financial intermediaries such as banks, securities traders, fund management companies and asset managers of collective investment schemes, 
regulated insurance institutions as well as pension funds and companies with professional treasury operations. This document may not be suitable for customers who are not Qualified Investors and should only be used and passed on to Qualified Investors. For 
specification purposes, a “Swiss Corporate Customer” is a Client which is a corporate entity, incorporated and existing under the laws of Switzerland and which qualifies as “Qualified Investor” as defined above." BNPP (Suisse) SA is authorised as bank and as 
securities dealer by the Swiss Financial Market Supervisory Authority FINMA. BNPP (Suisse) SA is registered at the Geneva commercial register under No. CHE-102.922.193. BNPP (Suisse) SA is incorporated in Switzerland with limited liability.  Registered Office: 2, 
place de Hollande, 1204 Geneva, Switzerland.  
  
Canada: The information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an offer to buy securities described herein, in Canada 
or any province or territory thereof. Any offer or sale of the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly 
registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no 
circumstances to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the information contained herein references securities of an issuer incorporated, formed or created under the 
laws of Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada. No securities commission or similar regulatory authority in Canada has reviewed or in any way passed judgment upon these 
materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is an offence. 
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Brazil: This report was prepared by Banco BNPP Brasil S.A. or by its subsidiaries, affiliates and controlled companies, together referred to as "BNPP", for information purposes only and do not represent an offer or request for investment or divestment of assets. 
Banco BNPP 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, BNPP 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 BNPP Brasil S.A. shall not be 
responsible to update or revise any information contained herein. Banco BNPP Brasil S.A. shall not be responsible for any loss caused by the use of any information contained herein.  
  

Turkey: This report is being distributed in Turkey by TEB Investment (TEB YATIRIM MENKUL DEĞERLER A.Ş., TEB Kampüs D Blok Saray Mahallesi, Küçüksu Cadddesi Sokullu Sokak, No:7 34768 Ümraniye, İstanbul, Turkey, trade register number: 358354, 
www.tebyatirim.com.tr) and TEB (TÜRK EKONOMİ BANKASI A.Ş., TEB Kampüs C ve D Blok, Saray Mahallesi Küçüksu Caddesi Sokullu Sokak No:7 34768 Ümraniye, İstanbul, Turkey, Trade register number 189356, www.teb.com.tr). Notice Published in 
accordance with “Communique on Principles Regarding Investment Services, Activities and Ancillary Services” No: III-37.1  issued by the Capital Markets Board of Turkey. The investment related information, commentary and recommendations contained herein do 
not constitute investment advisory services. Investment advisory services are provided in accordance with investment advisory agreements executed between investors and brokerage companies or portfolio management companies or non-deposit accepting banks. 
The commentary and recommendations contained herein are based on the personal views of the persons who have made such commentary and recommendations. These views may not conform to your financial standing or to your risk and return preferences. 
Therefore, investment decisions based solely on the information provided herein may fail to produce results in accordance with your expectations. 
  

Israel: BNPP 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. 
  

Bahrain: This document is being distributed in Bahrain by BNPP Wholesale Bank Bahrain, a branch of BNPP S.A. whose head office is in Paris, France (Registered Office: 16 boulevard des Italiens, 75009 Paris, France). BNPP Wholesale Bank Bahrain is licensed 
and regulated as a Registered Institution by the Central Bank of Bahrain – CBB. This document does not, nor is it intended to, constitute an offer to issue, sell or acquire, or solicit an offer to sell or acquire any securities or to enter into any transaction. 
  

South Africa: BNPP is a bank incorporated in France with a local branch registered with the South African Reserve Bank and registered as an external company in terms of the South African Companies Act, 2008 . BNPP is an authorised Financial Services Provider 
(FSP 44610) and subject to regulation by the Financial Services Board and South African Reserve Bank. It is also a licensed member of the Johannesburg Stock Exchange. BNPP does not expressly or by implication represent, recommend or propose that the 
information and/or financial products referred to in this report are appropriate to the particular investment objectives, financial situation or particular needs of the recipient. This document further does not constitute advice (whether financial, legal, tax or otherwise) as 
contemplated in the Financial Advisory and Intermediary Services Act, 2002.  
  

Australia: This material, and any information in related marketing presentations (the Material), is being distributed in Australia by BNPP ABN 23 000 000 117, a branch of BNPP 662 042 449 R.C.S., a licensed bank whose head office is in Paris, France. BNPP 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 BNPP is under no obligation to update the information or correct any inaccuracy that may appear at a later date. 
  

China: This document is being distributed in the People's Republic of China (“PRC”, excluding the Hong Kong or Macau Special Administrative Regions or Taiwan) by BNPP (China) Limited (“BNPP China”), a subsidiary of BNPP. BNPP China is a commercial bank 
licensed by the China Banking Regulatory Commission to carry on banking business in the PRC.  
  

Hong Kong - Branch: This document is prepared and distributed 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, 6 and 9 under the Securities and Futures 
Ordinance. This document may not be circulated, distributed, reproduced or disclosed (in whole or in part and in any manner whatsoever) to any other person without the prior written consent of BNP Paribas Hong Kong Branch. 
  

Hong Kong - Securities: This document is intended only for the Professional Investors in Hong Kong. This document is prepared and distributed by BNPP Securities (Asia) Limited. BNPP Securities (Asia) Limited is a Licensed Corporation regulated by the Securities 
and Futures Commission for the conduct of Regulated Activity Types 1, 2, 4, and 6 under the Securities and Futures Ordinance. This document may not be circulated, distributed, reproduced or disclosed (in whole or in part and in any manner whatsoever) to any 
other person without the prior written consent of BNPP Securities (Asia) Limited. Some products or transactions described in this document may not be authorised in Hong Kong and may not be available to Hong Kong investors. 
  

India - Branch: BNPP India branch is licensed by Reserve Bank of India to carry on banking business in India and is regulated by the Banking Regulation Act 1949, Securities & Exchange Board of India Act 1992, and other related regulations issued by Government 
of India and regulatory bodies such as Reserve Bank of India, Securities and Exchange Board of India etc. from time to time. For the purpose of distribution in India this document is prepared for counterparties who have fair knowledge of risk associated with foreign 
exchange market, Institutional Investors & Counterparties, Expert Investors and for those clients and investors whose risk management policies are in place.  
  

India - Securities: In India, this document is being distributed by BNPP Securities India Pvt. Ltd. ("BNPPSIPL"), having its registered office at 5th floor, BNPP House, 1 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai 400 051, INDIA (Tel. 
no. +91 22 3370 4000 / 6196 4000, Fax no. +91 22 6196 4363). BNPPSIPL is registered with the Securities and Exchange Board of India (“SEBI”) as a research analyst (Regn. No. INH000000792) and as a stockbroker in the Equities and the Futures & Options 
segments of National Stock Exchange of India Ltd. (“NSE”) and BSE Ltd. and in the Currency Derivatives segment of NSE (SEBI Regn. Nos.: INB/INF/NSF/NSE231474835, INB/INF011474831; CIN: U74920MH2008FTC182807; Website: www.bnpparibas.co.in). 
  

Indonesia: This document is being distributed by PT Bank BNPP Indonesia, whose registered office is Menara BCA - 35th Floor, Grand Indonesia, Jalan M.H Thamrin No.1,Jakarta 10310, Indonesia; Tel : +62 21 2358 6262; Fax: +62 21 2358 6098. PT Bank BNPP 
Indonesia is regulated by Bank of Indonesia. Details about the extent of our authorisation by Bank of Indonesia are available on request. This document is not directed at individuals or retail clients.  
  

Japan - Branch: This document is being distributed to Japanese based firms by BNPP Tokyo Branch, or by a subsidiary or affiliate of BNPP not registered as a financial instruments firm in Japan, only to Japan-based Institutional Investors and Professional Investors 
as defined by the Financial Instruments and Exchange Act of Japan. BNPP Tokyo Branch is a Registered Financial Institution, Kanto Finance Bureau-Kinsho-#98, and a member of the Japanese Bankers Association (JBA), the Japan Securities Dealers Association 
and the Financial Futures Association of Japan. BNPP Tokyo Branch accepts responsibility for the content of a report prepared by another non-Japan affiliate only when distributed to Japan-based firms by BNPP Tokyo Branch.  
  

Japan - Securities: This document is being distributed to Japanese based firms by BNPP Securities (Japan) Limited or by a subsidiary or affiliate of BNPP 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 Act Enforcement Order. BNPP Securities (Japan) Limited is a financial instruments firm registered according to the Financial Instruments and Exchange Act of Japan and a member of the Japan Securities Dealers 
Association, TypeⅡ Financial Instruments Firms Association and the Financial Futures Association of Japan. BNPP Securities (Japan) Limited accepts responsibility for the content of a report prepared by another non-Japan affiliate only when distributed to Japan 
based firms by BNPP Securities (Japan) Limited. Some foreign securities stated on this report are not disclosed according to the Financial Instruments and Exchange Act of Japan. If there is any mention of credit ratings in the document, it is a Japanese regulatory 
requirement to include a prescribed “explanatory note on non-registered credit rating”. The full text is contained in the separate document titled “Additional Disclaimer for Japan” (for both Branch and Securities). 
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Malaysia - BNPP Malaysia Berhad: (Company No. 918091-T) is incorporated in Malaysia under the Companies Act of Malaysia, 1965. It is a licensed institution under the Financial Services Act 2013 and is regulated by Bank Negara Malaysia. 
BNPP Capital (Malaysia) Sdn Bhd: (Company No. 247454-M) is incorporated in Malaysia under the Companies Act of Malaysia, 1965. It is a licensed institution under the Capital Markets and Services Act 2007 and is regulated by Securities Commission Malaysia. 
  
Malaysia Labuan - Branch: BNPP, a company registered under the laws of France [with company number 662 042 449 RCS PARIS / its registered office at [Paris] etc] (“BNPP” or “the Bank”), acting through its Labuan branch at Level 9 (D), Main Office Tower, 
Financial Park Labuan, Jalan Merdeka, 87000 F.T. Labuan, Malaysia. 
  
Philippines: This report is being distributed in the Philippines by BNPP Manila Branch, an Offshore Banking Unit (OBU) of BNPP whose head office is in Paris, France. BNPP Manila OBU is registered as an offshore banking unit under Presidential Decree No. 1034 
(PD 1034), and regulated by the Bangko Sentral ng Pilipinas. This report is being distributed in the Philippines to qualified clients of OBUs as allowed under PD 1034, and is qualified in its entirety to the products and services allowed under PD 1034. 
  

Singapore - Securities: This document is distributed in Singapore by BNPP Securities (Singapore) Pte. Ltd. (“BNPPSSL”) only to Institutional Investors or Accredited Investors (as defined in the Securities and Futures Act (Chapter 289) of Singapore and the 
Financial Advisers Regulations (“FAR”), as amended from time to time). This document is not intended for investors in Singapore who are not Institutional Investors or Accredited Investors, and should not be passed on to any such persons. In relation to the 
distribution of this document to the intended recipients, BNPPSSL and its representatives are exempted under Regulation 35 of the FAR from the requirements in Section 36 of the Financial Advisers Act (Chapter 110) of Singapore, regarding the disclosure of certain 
interests in, or certain interests in the acquisition or disposal of, securities referred to in this document. Some products or transactions described in this document may not be authorised in Singapore and may not be available to Singapore investors. Information in this 
document is for general circulation to the intended recipients only and is not a recommendation or investment advice to such recipients since it does not take into account the specific investment objectives, financial situation and the particular needs of any particular 
recipient (“Specific Requirements”). A recipient of this document should seek advice from the recipient’s own professional advisers regarding the suitability of the products or transactions (taking into account the recipient’s Specific Requirements) as well as the risks 
involved in such products or transactions before a commitment to purchase or enter into any product or transaction is made. 
  
Singapore - Branch: BNP Paribas, Singapore Branch is a licensed bank regulated by the Monetary Authority of Singapore.  This document is not intended for investors in Singapore who are not Institutional Investors or Accredited Investors within the meaning of the 
Securities and Futures Act.  Some products or transactions described in this document may not be authorised in Singapore and may not be available to Singapore investors. 
  
South Korea - Branch: BNPP Seoul Branch is regulated by the Financial Services Commission and Financial Supervisory Service for the conduct of its financial investment business in the Republic of Korea. This document does not constitute an offer to sell to or the 
solicitation of an offer to buy from any person any financial products where it is unlawful to make the offer or solicitation in South Korea. 
  
South Korea - Securities: BNPP Securities Korea is registered as a Licensed Financial Investment Business Entity under the FINANCIAL INVESTMENT BUSINESS AND CAPITAL MARKETS ACT and regulated by the Financial Supervisory Service and Financial 
Services Commission. This document is distributed by BNPP Securities Korea Co., Ltd. in Korea to Professional Investors only and is not intended for investors in Korea who are not Professional Investor within the meaning of the Article 9 (5) (professional investor) of 
the FINANCIAL INVESTMENT BUSINESS AND CAPITAL MARKETS ACT and should not be passed on to any such persons. Some products or transactions described in this document may not be authorised in Korea and may not be available to Korea investors. 
Information in this document is for general circulation to the intended recipients only and is not a recommendation or investment advice to recipients hereof since it does not take into account the specific investment objectives, financial situation and the particular 
needs of any particular recipient ("Specific Requirements"). A recipient of this document should seek advice from its/his own financial adviser regarding the suitability of the products or transactions (taking into account the recipient's Specific Requirements) as well as 
the risks involved in such products or transactions before a commitment to purchase or enter into any product or transaction is made. 
  

Taiwan - Branch: This report is being distributed in Taiwan by BNPP Taipei Branch, Taichung Branch, Kaohsiung Branch and/or Offshore Banking Unit, branches of BNPP and is regulated by the Financial Supervisory Commission, R.O.C under the Banking Act and 
Offshore Banking Act. This document is directed only at Taiwanese counterparties who are licensed or who have the capacities to purchase or transact in such products. Some products or transactions described in this document may not be authorised in Taiwan and 
may not be available to Taiwan investors. This document does not constitute an offer to sell to or the solicitation of an offer to buy from any person any financial products where it is unlawful to make the offer or solicitation in Taiwan. Information in this document is for 
general circulation to the intended recipients only and is not a recommendation or investment advice to recipients hereof since it does not take into account the specific investment objectives, financial situation and the particular needs of any particular recipient 
("Specific Requirements"). A recipient of this document should seek advice from its/his own financial adviser regarding the suitability of the products or transactions (taking into account the recipient's Specific Requirements) as well as the risks involved in such 
products or transactions before a commitment to purchase or enter into any product or transaction is made. The material is subject to change without notice and BNPP is under no obligation to update the information or correct any inaccuracy that may appear at a 
later date (Applicable for the products distributed to non-Professional Institutional Investors). 
  

Taiwan - Securities: This document is being distributed in Taiwan to professional investors only. Such information is for your reference only. The reader should independently evaluate the investment risks and is solely responsible for their investment decision. 
Information on securities that do not trade in Taiwan is for informational purposes only and is not to be construed as a recommendation or a solicitation to trade in such securities. BNPP Securities (Taiwan) Co., Ltd. may not execute transactions for clients in these 
securities. This publication may not be distributed to the public media or quoted or used by the public media without the express written consent of BNPP. 
  

Thailand: BNPP Bangkok branch is regulated in Thailand by the Bank of Thailand and the Securities and Exchange Commission. This document does not constitute an offer to sell to or solicitation of an offer to buy from any person any financial products where it is 
unlawful to make the offer or solicitation in Thailand. 
  

Vietnam: This document is distributed in Viet Nam by BNPP Ho Chi Minh City Branch, registered in Viet Nam under No. 05/NH-GP. This publication is prepared for investors who have legal standing and is not intended for Private Customers in the territory of Viet 
Nam and should not be passed on to any such persons. It is directed only at Vietnamese counterparties who have the capacity and licence authorised by SBV to purchase from or transact with offshore counterparties. By accepting this document you agree to be 
bound by the foregoing limitations. 
  
Some or all of the information contained in this document may already have been published on https://globalmarkets.bnpparibas.com 
  
© BNPP (2018). All rights reserved. 
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IMPORTANT DISCLOSURES by producers and disseminators of investment recommendations for the purposes of the Market Abuse Regulation: 
  
Although the disclosures provided herein have been prepared on the basis of information we believe to be accurate, we do not guarantee the accuracy, completeness or reasonableness of any such disclosures. The disclosures provided herein have been prepared in 
good faith and are based on internal calculations, which may include, without limitation, rounding and approximations. 
  
BNPP and/or its affiliates may be a market maker or liquidity provider in financial instruments of the issuer mentioned in the recommendation. 
BNPP and/or its affiliates may provide such services as described in Sections A and B of Annex I of MiFID II (Directive 2014/65/EU), to the Issuer to which this investment recommendation relates. However, BNPP is unable to disclose specific 
relationships/agreements due to client confidentiality obligations.  

 
Section A and B services include A. Investment services and activities:  (1) Reception and transmission of orders in relation to one or more financial instruments; (2) Execution of orders on behalf of clients; (3) Dealing on own account; (4) Portfolio management; (5) 
Investment advice; (6) Underwriting of financial instruments and/or placing of financial instruments on a firm commitment basis; (7) Placing of financial instruments without a firm commitment basis; (8) Operation of an MTF; and (9) Operation of an OTF. B. Ancillary 
services: (1) Safekeeping and administration of financial instruments for the account of clients, including custodianship and related services such as cash/collateral management and excluding maintaining securities accounts at the top tier level; (2) Granting credits or 
loans to an investor to allow him to carry out a transaction in one or more financial instruments, where the firm granting the credit or loan is involved in the transaction; (3) Advice to undertakings on capital structure, industrial strategy and related matters and advice 
and services relating to mergers and the purchase of undertakings; (4) Foreign exchange services where these are connected to the provision of investment services; (5) Investment research and financial analysis or other forms of general recommendation relating to 
transactions in financial instruments; (6) Services related to underwriting; and (7) Investment services and activities as well as ancillary services of the type included under Section A or B of Annex 1 related to the underlying of the derivatives included under points (5), 
(6), (7) and (10) of Section C (detailing the MiFID II Financial Instruments)  where these are connected to the provision of investment or ancillary services. 
  
BNPP and/or its affiliates do not, as a matter of policy, permit pre-arrangements with issuers to produce recommendations. BNPP and/or its affiliates as a matter of policy do not permit issuers to review or see unpublished recommendations. BNPP and/or its affiliates 
acknowledge the importance of conflicts of interest prevention and have established robust policies and procedures and maintain effective organisational structure to prevent and avoid conflicts of interest that could impair the objectivity of this recommendation 
including, but not limited to, information barriers, personal account dealing restrictions and management of inside information.  

 
BNPP and/or its affiliates understand the importance of protecting confidential information and maintain a “need to know” approach when dealing with any confidential information. Information barriers are a key arrangement we have in place in this regard. Such 
arrangements, along with embedded policies and procedures, provide that information held in the course of carrying on one part of its business to be withheld from and not to be used in the course of carrying on another part of its business. It is a way of managing 
conflicts of interest whereby the business of the bank is separated by physical and non-physical information barriers. The Control Room manages this information flow between different areas of the bank where confidential information including inside information and 
proprietary information is safeguarded. There is also a conflict clearance process before getting involved in a deal or transaction.  
  
In addition, there is a mitigation measure to manage conflicts of interest for each transaction with controls put in place to restrict the information flow, involvement of personnel and handling of client relations between each transaction in such a way that the different 
interests are appropriately protected. Gifts and Entertainment policy is to monitor physical gifts, benefits and invitation to events that is in line with the firm policy and Anti-Bribery regulations. BNPP maintains several policies with respect to conflicts of interest including 
our Personal Account Dealing and Outside Business Interests policies which sit alongside our general Conflicts of Interest Policy, along with several policies that the firm has in place to prevent and avoid conflicts of interest. 
  
The remuneration of the individual producer of the investment recommendation may be linked to trading or any other fees in relation to their global business line received by BNPP and/or affiliates.  
  
IMPORTANT DISCLOSURES by disseminators of investment recommendations for the purposes of the Market Abuse Regulation:  
  
The BNPP disseminator of the investment recommendation is identified above including information regarding the relevant competent authorities which regulate the disseminator. The name of the individual producer within BNPP or an affiliate and the legal entity the 
individual producer is associated with is identified above in this document. The date and time of the first dissemination of this investment recommendation by BNPP or an affiliate is addressed above. Where this investment recommendation is communicated by 
Bloomberg chat or by email by an individual within BNPP or an affiliate, the date and time of the dissemination by the relevant individual is contained in the communication by that individual disseminator. 
  
The disseminator and producer of the investment recommendations are part of the same group, i.e. the BNPP group. The relevant Market Abuse Regulation disclosures required to be made by producers and disseminators of investment recommendations are 
provided by the producer for and on behalf of the BNPP Group legal entities disseminating those recommendations and the same disclosures also apply to the disseminator.  
  
If an investment recommendation is disseminated by an individual within BNPP or an affiliate via Bloomberg chat or email, the disseminator’s job title is available in their Bloomberg profile or bio. If an investment recommendation is disseminated by an individual within 
BNPP or an affiliate via email, the individual disseminator’s job title is available in their email signature. 
  
For further details on the basis of recommendation specific disclosures available at this link (e.g. valuations or methodologies, and the underlying assumptions, used to evaluate financial instruments or issuers, interests or conflicts that could impair objectivity 
recommendations or to 12 month history of recommendations history) are available at https://globalmarkets.bnpparibas.com/gmportal/private/globalTradeIdea. If you are unable to access the website please contact your BNPP representative for a copy of this 
document.  
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