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Euro-Area Output Gap Stood at 1.3% of Potential GDP
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France, Italy & Spain Still Recovering
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Investment Spending Fails to Recover
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GFCF Weakness Represents Departure From Past
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Aggregate Figure Hides Recovery For Businesses
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Spain’s Contribution to Household Investment Slides
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Euro-Area Credit Impulses Weaken
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Waning Credit Stimulus for Businesses
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Credit Stimulus Felt Most in Germany
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Underlying Inflation Remains Muted
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Wage Growth Fails to Stoke Price Pressures
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PMI Survey Points to Muted Reaction in Euro Area
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ECB Staff Forecasts for 2017 Hardly Changed
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Uncertainty in the Euro Area Likely to Rise

—Euro Area —U.K.

Standard Deviations

01/01/01 08/01/02 03/01/04 10/01/05 05/01/07 12/01/08 07/01/10 02/01/12 09/01/13 04/01/15

Source: Bloomberg Intelligence

17



r;"@/N//W/ QS %
> > N T ELLIGENCE

VAR Suggests Euro-Area GDP May Be About 0.2 Percentage Point Lower
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Trade Impact

* We use NiGem a global macro model

e (Can trace shock of Brexit across the globe
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Trade Impact on Euro Area

Scenario: Imports, Exports and Domestic Demand
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Trade Impact on Euro Area

Tracing Impact of U.K. Slowdown on Other Big Economies
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Trade Impact on Euro Area
Weaker Domestic Demand to Cause Half of Trade Effect
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Trade Impact on Euro Area

Uncertainty Shock in Euro Area to Be Felt Soonest

Lower Domestic Demand in U.K.
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Expect Downward Revisions to Forecasts

How the ECB’s Forecasts Have Changed
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Likely to Cause Asset Purchases to Be Prolonged
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Most German Gov’t Debt Yields Less Than Deposit Rate
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Fiscal Policy Finally Supports Euro-Area Economy
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Refugee Spending to Wane, Tax Cuts Help
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Summing Up the Euro Area

» Little evidence of Brexit impact yet

* Uncertainty up a little, growth slower

* Biggest impact through trade channel

e Slack persists

* Inflation to remain weak

* QE likely to go on for longer than March 2017
* Fiscal response remains important
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U.S. Unemployment Continues to Decline
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U.S. Wages to Eventually Pick Up
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Implied Fed Funds Target Rate
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Chinese Economy Experiences Slower Growth
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Brexit’s Global Implications — No Obvious Damage
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