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DEVELOPED COUNTRIES

United States: the US economy has been showing signs of deceleration, as the fiscal and

Macroeconomic outlook monetary policy drag weigh on activity, although at different intensity. Although some upside

Data as of 03/02/2023 surprise may come from a stronger-than-expected Q4, we keep seeing significant growth
Annual Real GDP growth % ((llﬁ[]lf|$<t)iY()[‘]’A)) deceleration unfolding, driven by weakening domestic demand and global growth. Growth
?;?fages L will remain significantly below potential on average in 2023-24, with particular weakness
’ 2022 203 2024 2022 2023 2024 in H2 2023, implying heightened recession risks. Inflation seems to have peaked and have
World 34 24 28 82 58 42 moved to alower monthly regime, yet we expect stickiness in underlying inflation, with the
Developed 27 06 09 14 45 26 core index declining more slowly than the headline one.
countries ™ ) ) ) ’ ) ¢ Eurozone: we upgraded our Eurozone growth outlook. While we still expect weakness and
Us 21 10 06 80 37 24 activity contraction over winter, we expect it to be less profound than previously feared.
Japan 305 12 25 10 06 Notwithstanding the modest upward revision, headwinds for the Eurozone economy remain
significant. Over the spring-summer period we expect some growth recovery, even if modest
UK 4 <05 10 92 18 38 at this stage, helped by decelerating inflation and improved sentiment. Tighter monetary
Eurozone 35 02 10 84 62 32 policy will represent a clear headwind, keeping growth below potential in 2023-24. Risks
Germany 19 00 09 87 73 30 related to the energy crisis seem to have receded, but remain prominent for both the inflation

and growth outlook.

france 26 03 10 59 54 29 . . ) ) . . S
taly 19 03 09 8 o9 I3 ¢ United Kingdom: with per5|stem§ mfllat|on prOJchQns -- sgen abqve target for‘several
. . . . . . quarters -- we foresee a cost-of-living-induced recession playing out in the United Kingdom
Spain. 55 08 11 83 36 33 during early 2023, extending for a few quarters. Fiscal and monetary policy will weigh on
Source: Amundi Institute. growth too. Although we improved slightly our outlook, we see all headwinds as still present
for the UK economy. With some modest recovery to follow, we see the economy running
below potential also in 2024. As for the Eurozone, energy crisis risks remain prominent for

both the inflation and growth outlook.

¢ Japan: the first signals for 2023 growth performance are mixed and for now we keep our
below-consensus growth forecast of 0.5% for 2023, with an uneven recovery taking shape. The
strong external-oriented manufacturing sector will be, on one side, hit strongly by weakening
global demand, as shown by business surveys. On the other side, China’s reopening has
been favouring Japan as one of the most important targets of Chinese travelling abroad. In
the meantime, December national CPl data confirmed the gloomy picture painted by Tokyo
CPI (4.0% YoY, strongest growth in around 40 years), making though the BoJ job tougher.

K it t rat tl k ¢ Fed: inflation has been declining over the past several months against a backdrop of moderate
ey interest rate outioo growth, but with inflation still high and indications of continued supply-demand imbalances,

monetary policy still has work to do to bring inflation back to 2%. We expect the Fed to raise

06-02 Amundi Consensus Amundi Consensus the Fed Funds rate to 5.25% in March before pausing for a few months. Fed officials have
W5 M M M M emphasised that the focus should shift from ‘how fast’ towards ‘how far’ rates need to rise
us 475 525 490 475 450 and how long those levels need to be maintained. Our scenario now includes a contraction
Eurozone 250 350 3.30 350 3.30 in economic activity in Q3 and a rapid decline in inflation. Now, we anticipate the first rate

Japan 010 000 01 000 020 cut in December, while previously we were expecting it in January.

UK 400 450 420 425 400

Source: Amundi Institute.

¢ ECB: atits February meeting, the ECB hiked rates by 50bp and pointed out their intention
to deliver another 50bp raise in March. Both the statement and the press conference were
hawkish, despite the ECB no longer sees upside risks in its inflation forecasts. Our baseline
expectation is for the ECB to hike by 50bp at its March meeting and follow up with 25bp
hikes in May and June. This means a terminal rate of 3.50% before summer, above market
expectations, currently at 3.25%. The persistence of core inflation will pressure the ECB,
with core CPI close to 4.5% in the third quarter according to our scenario.

¢ BoJ:after the surprise move in December, the BoJ held its policy unchanged at the January
meeting. Expecting tepid recovery in 2023 and frontloaded inflation pressures in H1, we
believe the goal of policy normalisation is to exit Negative Interest Rate Policy (NIRP) without

. additional rate hikes. We expect the BoJ to terminate YCC in March and NIRP in June. Risks
Monetary p°||cy agenda to our forecasts are skewed towards a delayed ending of NIRP.

¢ BoE: the BoE delivered a 50bp hike at its February meeting, with the Bank Rate now at

Central banks Next meeting 4.0%. The split vote over the decision was expected, as seven out of nine policymakers
Bank of Japan MPM 10 March backed the 50bp move, while two members preferred no rate hike. On rates guidance, the
ECB Governing Council 16 March MPC signalled a likely reduction of the hiking pace to 25bp at the upcoming meeting. When

referring to future moves, the minutes dropped the reference to “forcefully” (understood as
Federal Reserve FOMC 22 March meaning 50bp rate hike increments). We confirm our expectation for the terminal rate of
Bank of England MPC 23 March this hiking cycle, which is likely to slow to 25bp moves from March, with a peak still at 4.5%
Source: Amundi Institute. in our baseline scenario.
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EMERGING COUNTRIES

China: on the back of stronger-than-expected Q4 2022 GDP, more resilient monthly data

Macroeconomic outlook (retail sales), and a rebound in high-frequency indicators on rising mobility, we upgraded

Data as of 03/02/2023 our 2023 GDP forecast from 4.4% YoY to 5.1%. The rebound happened earlier than expected
Annual Real GDP growth % ((llﬁ[]lf|$<t)iY()[‘]’/) and earlier than the Chinese New Year holidays. On the other hand, the housing sector
E{;‘;’ages el performed poorly again in December, paving the way for some weak stabilisation in 2023.
’ 2022 2023 2024 2022 2023 2024 Again, the property sector will barely offer support to the economic growth this year.

World 34 24 28 82 58 42 + South Africa: inflation is likely to return to the upper end of the central bank’s target range
Emerging 30 36 40 87 61 54 by the end of the first half of the year, but risks remain on the upside. After a rather resilient

countries yearin 2022, the growth outlook is weak. Household consumption is likely to continue to
China 30 051 47 20 a1 shrink, and the increasing frequency of electricity outages is likely to undermine growth
Brazil 29 07 U 93 49 50 even more. The SARB has therefore slowed the pace of its rate hikes, with an increase of

just 25 bps at its latest meeting, no doubt for the last time. If conditions are right, it could

Mexico 31 08 08 19 51 45 begin a loosening cycle early in the second half of the year.

Russia 33 5 20 B8 15 45 ¢ Mexico: as in the rest of the Latin American region, economic has been slowing after a
India 0 53 60 67 53 56 robust 2022. External demand has been softening in line with the cooling US economy,
Indonesia 52 47 48 42 43 40 yvhile_ Mexico’s tight labour mark_et h_as_ kept (_Jlomest_ic demand more resilient. He_adl_ine
South inflation peaked in Q3 2022. Banxicois in the fine tuning stage of its hiking cycle, pivoting
Mrica 24 02 06 69 57 45 to a slower tightening pace mindful of more sticky core inflation and the Fed action.

Politically, the country is an oasis of peace compared to the rest of the region and a big

Turkey 49 31 43 o AT 30 potential beneficiary of near-shoring trends.

Source: Amundi Institute.

¢ Brazil: the economy has slowed visibly after robust growth over the first three quarters
of 2022, as reopening has run its course and tight monetary policy started to bite the
credit cycle more forcefully. We see GDP expanding by less than 1.0% this year compared
to 3.0% in 2022. Inflation more than halved by December 2022 after peaking in April at
12.1%, which allowed the BCB to wrap up its hiking cycle in August already at 13.75%.
President Lula’s less prudent than expected fiscal policy may complicate the central bank’s
disinflationary battle, delaying BCB’s easing cycle (to Q4), while posing questions around
the country’s debt trajectory.

K it St tl k ¢ PBoC (China): the PBoC left policy rates unchanged in January. Based on the earlier-than-
ey Interest rate outioo expected economic rebound, we do not expect any further rate cut over 2023. However,

for the time being, the central bank has no urgency to hike rates either. Inflation will stay

07-02 Amundi Consensus Amundi Consensus below 3% throughout 2023, staring at low levels and firming up on higher consumer
W5 M M M M demand. Having said that, signals from the annual economic conference suggest that
China 3.65 365 365 3.65 3.65 the PBoC will step back from broad easing. A more and more targeted monetary easing
India 625 650 65 650 6.4 will continue, via structural lending tools and special financial programmes.
Brazil B5 B B 15 N9 ¢ RBI (India): India inflation printed again below consensus in December across the board

(headline at 5.7% YoY and WPI at 5.0% YoY), except for core prices that are still stubbornly
little above 6.0% YoY. Food prices returned well within the RBI target, while energy prices
remain high (11% YoY). Overall, the disinflationary path could allow the RBI to pause its
hiking cycle in February. However, governor Shri Shaktikanta Das has reiterated its focus
on core price dynamics. For the time being, we maintain our call for the final hike to occur
in early February by 25bp, though with less conviction.

Russia 750 750 730 750 710

Source: Amundi Institute.

¢ BCB (Brazil): high for longer. The first and most aggressive hiker (starting in March 2021,
1200bp overall) and the first ‘pauser’ (August 2022) is most for sure not going to be the
first cutter in 2023. That is because President Lula’s expansionary fiscal policy undermines
the BCB’s contractionary monetary policy stance designed to bring inflation back to
target. More so, the recent rumours on raising the inflation target will pressure inflation
expectations to the upside. We see the BCB cutting rates only in Q4 and easing thereafter
more gradually than previously envisaged, in line with the latest BCB forward guidance.

Monetary policy agenda

Central banks Next communication » CBR (Russia): the CBR left the policy rate unchanged for the second time at 7.5% at the

RBI 8 February December meeting. The signal from the CBR was neutral with a hawkish note. While

CBR 10 February current inflationary pressures remain subdued, pro-inflationary risks had increased due

to supply-side constraints, labour market pressures, and looser fiscal policy. Inflation

PBaC 20 February continued to decline to 11.9% in December from 12.0% YoY in November. We expect the

BCB Brazil 22 March CBR to remain on hold for the next six months or longer, and then start its tightening
Source: Amundi Institute. cycle depending on the geopolitics and local economic conditions.
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MACRO AND MARKET FORECASTS

Macroeconomic forecasts Key interest rate outlook

3 February 2023

Annual
averages (%)

us
Japan
Eurozone
Germany
France
[taly
Spain
UK
China
Brazil
Mexico
Russia
India
Indonesia
South Africa
Turkey

Developed
countries

Emerging
countries

World

Real GDP growth

%

2022 2023
2.1 1.0
1.3 0.5
3.5 0.2
1.9 0.0
2.6 0.3
39 0.3
55 0.8
4. -0.5
3.0 5.1
2.9 0.7
3.1 0.8

-3.3 -1.5
7.0 5.3
5.2 4.7
24 0.2
4.9 3.1
2.7 0.6
3.9 3.6
34 2.4

2024 2022
0.6 8.0
1.2 2.5
1.0 8.4
09 8.7
1.0 59
0.9 8.7

11 8.3
1.0 9.2
4.7 2.0
1.7 9.3
0.8 7.9
2.0 13.8
6.0 6.7
4.8 4.2
0.6 6.9
4.3 72.0
0.9 74
4.0 8.7
2.8 8.2

Inflation
(CPI, YoY, %)

2023

3.7

1.0

6.2
7.3
5.4
6.9

3.6

7.8

21

4.9

5.7

7.5

5.3

4.3

5.7

511

4.5

6.7

5.8

2024

2.4

0.6

3.2
3.0
29
23

3.3

3.8

2.2

5.0

4.5

4.5

5.6

4.0

4.5

2.6

5.4

4.2

us
Eurozone
Japan

UK

China
India
Brazil

Russia

Developed countries

6 February Amundi  Consensus
2022 +6M +6M
4.75 5.25 4.90
2.50 3.50 3.30
-0.10 0.00 0.12
4.00 4.50 4.20

Emerging countries

7 February Amundi Consensus
2022 +6M +6M
3.65 3.65 3.65
6.25 6.50 6.50
13.75 13.75 13.65
7.50 7.50 7.30

Amundi
+12M

4.75
3.50
0.00

4.25

Amundi
+12M

3.65
6.50
12.75
7.50

Consensus
+12M

4.50
3.30
0.20

4.00

Consensus
+12M

3.65
6.40
11.90
7.10

Long-term rates outlook

Two-year bond yields

us
Germany
Japan

UK

us
Germany
Japan

UK

6 February Amundi  Forward
2022 +6M +6M
412 3.90/410 3.64
247 250/2.70 2.21
0.02 0.10/0.20 0.06
349 3.20/3.40 3.06

Ten-year bond yields

6 February Amundi  Forward
2022 +6M +6M
342 3.60/3.80 3.35
2.02 2.40/2.60 1.96
0.46 0.50/0.70 0.55

3.32

3.50/3.70 3.3

Amundi
+12M

3.50/3.70
2.30/2.50
0.20/0.40
3.20/3.40

Amundi
+12M

3.30/3.50
2.30/2.50
0.60/0.80
3.50/3.70

Forward
+12M

3.30

1.92

0.09

3.18

Forward
+12M

3.32
1.93
0.67

3.38

Currency outlook

2 February  Amundi
2023 Q22023
EUR/USD 1.09 1.05
USD/JPY 129 125
EUR/GBP 0.89 0.90
EUR/CHF 1.00 0.95
EUR/NOK  10.96 10.69

Consensus  Amundi
Q22023 Q42023
1.08 115
127 19
0.88 0.90
1.00 1.04
10.48 10.24

Consensus
Q4 2023

1n
125
0.89
1.02
10.1

EUR/SEK
USD/CAD
AUD/USD
NZD/USD
USD/CNY

2 February Amundi Consensus
2023 Q22023 Q22023
1.31 11.38 10.89
1.33 1.35 1.32
0.71 0.69 0.70
0.65 0.63 0.64
6.73 6.70 6.75

Amundi
Q4 2023

10.83
1.28
0.76
0.67
6.40

Consensus
Q4 2023

10.60
1.29
0.72
0.66
6.65

Source: Amundi Institute
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DISCLAIMER TO OUR FORECASTS

The uncertainty around the macro forecasts is very high, and it triggers frequent reassessments any time fresh high
frequency data are available. Our macroeconomic forecasts at this point include a higher qualitative component,
reducing the statistical accuracy and increasing the uncertainty through wider ranges around them.

METHODOLOGY

— Scenarios

The probabilities reflect the likelihood of financial regimes (central, downside and upside scenario) which are conditioned and defined
by our macro-financial forecasts.

— Risks

The probabilities of risks are the outcome of an internal survey. Risks to monitor are clustered in three categories: Economic,
Financial and (Geo)politics. While the three categories are interconnected, they have specific epicentres related to their three
drivers. The weights (percentages) are the composition of highest impact scenarios derived by the quarterly survey run on the
investment floor.
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This document is solely for informational purposes.

This document does not constitute an offer to sell, a solicitation of an offer to buy, or a recommendation of any security or any other product or
service. Any securities, products, or services referenced may not be registered for sale with the relevant authority in your jurisdiction and may
not be regulated or supervised by any governmental or similar authority in your jurisdiction.

Any information contained in this document may only be used for your internal use, may not be reproduced or redisseminated in any form and
may not be used as a basis for or a component of any financial instruments or products or indices.

Furthermore, nothing in this document is intended to provide tax, legal, or investment advice.

Unless otherwise stated, all information contained in this document is from Amundi Asset Management SAS and is as of 07 February 2023.
Diversification does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis and the user of this information
assumes the entire risk of any use made of this information. Historical data and analysis should not be taken as an indication or guarantee of
any future performance analysis, forecast or prediction. The views expressed regarding market and economic trends are those of the author
and not necessarily Amundi Asset Management SAS and are subject to change at any time based on market and other conditions, and there
can be no assurance that countries, markets or sectors will perform as expected. These views should not be relied upon as investment advice, a
security recommendation, or as an indication of trading for any Amundi product. Investment involves risks, including market, political, liquidity
and currency risks.

Furthermore, in no event shall any person involved in the production of this document have any liability for any direct, indirect, special, incidental,
punitive, consequential (including, without limitation, lost profits) or any other damages.
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