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OUTLOOK

WORLD =318
USA 2.3 -6.6 5.8
CHINA 6.1 2.5 8.1
EUROZONE 1.2 -9.2 5.8
BELGIUM 1.4 -11.1 4.3
BRENT OIL (USD, EQY) 66 44 48
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WHAT WILL BE THE SHAPE OF THE RECOVERY ?
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EURO AREA: ONCE IN A LIFETIME

Eurozone growth (QoQ)
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Source: BNPP Fortis, Macrobond

r’ BNP PARIBAS The bank for a changing world Presentation title E
* FORTIS




CRASH TRADE & TRADE TARIFFS

World, Baltic Exchange, Shipping, Dry Index (BDI), USD
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RETAIL SALES SECOND MONTH LOCKDOWN

US retail sales by store type

Source: U.S. Census Bureau

Non-Store Retailers

Building Material & Garden Equip.
Motor Vehicle & Parts Dealers
Food & Beverage

Health & Personal Care

General Merchandise
Miscellaneous Retailers

Gasoline Stations

Food Services & Drinking Places
Sporting Goods,Musical Instrument,etc
Furniture & Home Furnishings
Electronics & Appliance

Clothing & Clothing Accessories

= Monthly percentage change
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% change Feb to March
8,39
-3,48
-12.,4
-13,1
-15,2
-20,8
-24,7
-28,8
=28),5
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-60,6
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BELGIUM: # E-COMMERCE OUTLETS
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Earnings & Investments
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98 (0]0)
— Gross Private Fixed Non-Residential Investments, rhs [c.0.p. 1 year] == Operating EPS, |hs [c.0.p. 1 year]
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LIVE OUTLOOK

Total Impact

8/06/2020 [full months lost S1]
L Current Previous
Estimated impact per sector from Covid-19 and government measures Wegg;n Impact March May June realtime  real time
scenario scenario
Agriculture and forestry and fishing 0% | 8% 15% 10% 0.5 0.5
Industry except construction 14% S 10% 21% 15% 0.8 0.7
Construction 5% 3 20% 30% 21% 1.2 1.2
Wholesale and retail trade/ transport/ accomodation and food service activities 17% J} 18% 36% 26% 1.3 1.2
Information and communication 4% Y| 7% 21% 15% 0.6 0.5
Financial and insurance activities 6% | 5% 11% 8% 0.4 0.3
Real estate activities 8% J} 16% 32% 22% 1.1 1.0
Professional/scientific/technical activities plus administrative/support service activities 14% ﬁ 8% 22% 16% 0.7 0.6
Other community and social and personal service activities 13% S\_»l 5% 14% 10% 0.4 0.4
Human health and social work activities 6% | 3% 28% 19% 0.9 0.7
Arts,entertainment,recreation/ other service activities/ activities of others 2% J} 13% 33% 23% 1.1 0.9
MAXIMAL IMPACT LOCKDOWN IN APRIL ~1/3 GDP
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PEAK IMPACT: REASONS FOR DROP IN TURNOVER

A Supply
A Prohibited (lockdown): 26%
A Social distancing: 10%
A Staff: 4%
A Supply chain 12%
A Demand 49%

Source: NBB, 1/5/20

Easy to track and improving
Somewhat harder to track, improved
Not that important (yet)?

Could become an issue

Key problem

Numbers shown are % of companies choosing this explanation for their drop in turnover on weekly surveys by National Bank of Belgium.

HOW WILL DEMAND BE IMPACTED: SHORT VS LONG TERM?
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IMPACT SUPPLY CHAIN

Washington, <. '~ 5 &
D.C. 1

Lubbock, ; Sania
Texas

o — 1 Fomarnd fuseoge:
box: Witsaishi Heavy Incustries Japan) ‘ 4
mne prorection: ogy Acrospace. <ur<a]w Kawasaki Heavy Indusiries (Japan)
Centre fuselage: Alenia Aerorautica (Itay)  Spirt Aerosystems (USA)
Escape sides: Air Cnsers (LISA)

Horizortal Stabiiser.

Aenia Aeronautica (ialy)
Engines: GE Engines (USA),

Centrewingbox Rols Royce (UK}

FujiHeavy Industries (Jopon)  Engine naceles: Goostich (USA)

Aux. power unit: Hamiton

Sundstrard (USA)
Passanger doors: Tw‘s‘smm Dassaut Systemes (France)
.::sécm Agroservices (France) Navigation: Honeywed (USA|

x Lorving gear. ysterc Rockwll Calins (ISA)
Cargo doors: Saak (Sweden] Electric krakes: Messier-Bugatt (France| Vifring: Safran (France)
Tres: Bridgesione Tires (Japan) ’ -
Prepreg composies: Final assembly: Boeing
(o] Commercial Airplanes (USA)

Source: Rivoli (2005), WTO (1998), Feenstra (1998), www.newairplane.com, Linden et al. (2009)
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IMPACT SUPPLY CHAIN
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IMPACT SUPPLY CHAIN

EUROPESE SUPPLYCHAIN IN HET SLOP

Per sector % van de capaciteit
Voeding, dranken en tabak
Machinebouw, engineering
Non-food retail
Bouw en bouwmaterialen
Metaal, rubber, papier en kunststoffen
Automotive en transport

Europese supplychain (alle sectoren)
Bron: Shippeo (data van 11 juni 2020)

PE] BNP PARIBAS
. FORTIS

The bank for a changing world

96%
9%
79%
58%
56%
43%
70%



SOCIAL DISTANCING
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DEMAND: WORRIES

Buying

new house

Intent to do so in 2020* 18%
Postpone 42%
Cancel 26%
Continue 32%

Source: ipsos Corona; * before Covid-19
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Buying

a used car

29% 17%
36% 42%
19% 29%
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VACCINE: KEY TO FULL RECOVERY
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VACCINE: KEY TO FULL RECOVERY

Approximately, when do you think the first working vaccine
for covid-19 will be available?

40% 38%
0,

35% 359,
30%
25%
20% 18%
15%
10%

5% 2% 4% 3%

0,
gy 1% ™ -
In the next 6 In6to 12 In12to 18 In 18 months Over3 | don'tthink Don’tknow
months months months to 3 years years we will ever

s5ge one
Source: dbDIG Survey, Deutsche Bank Research
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BUMPY ROAD TO FULL RECOVERY

Bolgium

Intensity of lockdown .
Real Time- March

Real Time - May Real Time —June

1/mrt 45% 45% 45% 45%
1/apr 100% 100% 100% 100%
1/mei. 50% 60% 60% 85%
1/jun 25% 30% 40% 70%
1/jul 0% 20% 40% 55%
1/aug 0% 15% 40% 40%
1/sep 0% 10% 40% 40%
1/0kt 0% 10% 30% 40%
1/nov. 0% 10% 30% 40%
1/dec 0% 10% 30% 40%

CONSENSUS IS MOVING FROM FULL RECOVERY Q3 TO PARTIAL RECOVERY 2021
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BELGIUM: ECONOMIC FORECAST

Previous Scenario 2020Q1 2020Q2 2020Q3 2020Q4 2020 FY
GDP QoQ real -3.9% -18.2% 11.7% 4.0% -11.1%
GDP YoY real -2.8% -21.2% -11.9% -9.0%

Lost GDP vs 2019 (BUG) -1.0 -22.8 -12.0 -8.7 -44.5
Current scenario 2020Q1 2020Q2 2020Q3 2020Q4 2020 FY
GDP QoQ real -3.6% -22. 7% 19.0% 3.8% -11.5%
GDP YoY real -2.5% -25.2% -10.8% -8.0%

Lost GDP vs 2019 (BUG) -0.7 -27.6 -10.7 -7.6 -46.6

Source: BNPPF, NBB
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BELGIUM: SHAPE OF THE RECOVERY
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WORLD: RISK TO THE RECOVERY

Risks firmly to the downside
Global GDP, percentage points v IMF baseline

2019 2020 2021 2022

=== | onger outbreakin 2020 === Second outbreakin 2020

Source: IMF World Economic Outlook, TS Lombard
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STOCK MARKETS: PRONE TO 2N° WAVE

S&P 500 versus evolution of confirmed cases
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— Equiity Indices, S&P, 500, Index, Price Return, Close, USD, |hs
— Coronavirus Disease (COVID-19) Pandemic, Confirmed Cases, Aggregate, rhs [c.0.p. val 1 obs, m.a. 5 obs]

Source: BNPP Fortis, Macrobond
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CHAPTER N° 2
MONETARY & FISCAL IMPACT
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RESPONSE: MONETARY GOVERNMENT

Policy Rates major CBs

5,0
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Australia, Cash Rate Target — Euro Area, Main Refinancing Operations Rate, Effective Date
— Canada, Overnight Target Rate === United States, Target Rates, Federal Funds Target Rate
— United Kingdom, Bank Rate

Source: BNPP Fortis, Macrobond
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RESPONSE: MONETARY GOVERNMENT
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COMPANIES: WIDENING SPREADS

Corporate (5yrs) Benchmark Spreads
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Source: BNPP Fortis, Macrobond
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COMPANY DEFAULTS: THE ONLY WAY IS UP

Defaults Can Only Rise

us: '
INTEREST COVERAGE RATIO® (Inverted, LS)
4r = TT%% 12-MONTH TRAILING CORPORATE BOND
DEFAULT RATE"" (RS)

12 -

©BCQU Research’2020
| 1 1 | | |

1990 1995 2000 2005 2010 2015 2020

" EBITD-TO-INTEREST PAID.
** SOURCE: MOODY'S INVESTORS SERVICE.

NOTE: SHADING DENOTES FORECAST FOR INTEREST COVERAGE RATIO BASED ON AVEREAGE DECLINE IN REAL EBITDA DURING POST-WAR
RECESSIONS:.
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FISCAL RESPONSE

Belgian Public Finance — Quick Deterioration
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CHAPTER N° 3
LONG TERM CONSEQUENCES: INFLATION / GLOBALISATION
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DO YOU EXPECT INFLATION OR DISINFLATION ?

A Disinflation

A Inflation

A Disinflation, than inflation
A No idea

~<d BNP PARIBAS _
d h 1
* .. FORTIS Presenta-rﬁeobﬁnﬁﬁrea changing wor d




DO YOU EXPECT AN INCREASE IN GLOBALISATION OR DE-GLOBALISATION ?

A Globalisation

A De-globalisation
A No idea
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INFLATION: SHORT TERM DOWN, LONG TERM UP?

" Long-term inflation expectations among US households

2,75 2,70

S

2,25
All-time low at: 2,2% in December 2019

1,75
1,25

How is overall consumer senti ment affectedé?
Index

W —
90
72,3

70

May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul
2017 2018 2019 2020

United states, yield curve, five-to-ten-year forward, federal == University of Michigan, consumer sentiment, long-term inflation expectations
reserve, break-even inflation rate, &=ygmdrsitofMWichigah, cdndimer sentiment, Index
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INFLATION
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INFLATION
SHORT TERM

Lower
oil price
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INFLATION: BREAK-EVEN VERSUS OIL

Brent oil & US 10-year breakeven inflation rate, TIPS spread
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— World, Crude Qil, Brent, Spot, FOB North Sea, ICE, Close, USD, |hs
— United States, Government Benchmarks, Federal Reserve, Constant Maturity-"Constant Maturity, Inflation...

Source: BNPP Fortis, Macrobond
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Less

I N FLATIO N Demand shock nvestment

Lower

SHORT TERM confidence

& income

Higher savings Lower
oil price
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INFLATION
LONG TERM

Less
investment

Monetary & Demand shock
fiscal policy Lower

confidence

& income

Higher savings Lower
oil price
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EASING THE DEBT BURDEN

Economic Outlook 2020

The bank for a changing world
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INFLATION
LONG TERM

Less
Cost of investment
_soma_l Monetary & Demand shock
dlStanCIr]g fiscal po“cy Lower
confidence
& income
Higher savings Lower
oil price
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SOCIAL DISTANCING PUSHES PRICES HIGHER

Inflationary impact of supply cuts 1 Air travel

Region

Africa & Middle east
Asia Pacific

Europe

Latin America

Nort America

North Asia

Source: IATA
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75%
81%
79%
79%
75%

76%

Max loadfactor under

social distancing
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62%
62%
62%
62%
62%

62%

Required

price increase

43%
54%
49%
50%
43%

45%

Economic Outlook 2020
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INFLATION
LONG TERM

Cost of Populism &
_socia_l de-globalisation Monetary &
distancing fiscal policy

A
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Less
investment
Demand shock
Lower

confidence

& income
Higher savings Lower

oil price
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INFLATION
LONG TERM

Less
investment
Demand shock
Populism & Lower
Cost of de-globalisation Monetary & confidence
social fiscal policy & income Lower

distancing | | Higher savings oil price
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DE-GLOBALISATION
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Trade openness index, 1870-2017

2008-17
‘Slowbalization’
1870-1914 1914-45 1945-80 1980-2008
Industrialization Interwar era Postwar rebound Liberalization
and integration

60%

i N FEYRTTRNNY (RTATRRENE I , , [ETRN IRRRYTRTNY IRSTRTRTRY [FRTETRTN] FURTRRNERY b
1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010

!5 PIIE Note: The trade openness index is defined as the sum of world exports and imports divided by world
!i. GDP. 1870 to 1949 data are from Klasing and Milionis (2014); 1950 to 2017 data are from Penn
World Tables (9.0).

Source: Our World in Data, https://ourworldindata.org/grapher/globalization-over-5-centuries.
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DE-GLOBALISATION

World, Foreign Trade /’/
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SOME COMMODITIES WILL RETURN FASTER THAN OTHERS

US freight by commodity type in 2018, million tons

Key factors impacting ) " ) Total 18,616
COVID-19 recovery Basic commodities Agricultural products

Faster to return

y Increased demand for
consumer essentials 2,332

") National priority Food and grocery

y Acceleration of
L/ e-commerce 1531

B Neutral Animal feed 334188 Pharma

/|y Lower income and
¥/ consumer demand for
nonessential goods

Electronics

| products

\_|_/ Potential reshoring

B Longer to return

Slowdown in US oil and
" gas production

Paper,
furniture
LN and textiles

Automotive

cludes stone, gravel, minerals; manufacturing and construction includes metal articles, machinery, plastics, rub

Declining demand for
nonessentials

*) Potential reshor ng

McKinsey
& Company
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DE-GLOBALISATION

=]

“Slowbalisation” and Protectionism

Volume of world merchandise trade
Index 100 = 2018, 2018-2021P

106 110
100 100 A o
100 bl
7 o §
2
-2 80 é [
Ly
68
(2]
20184 0194 20208 2021P
A MBLE WRnarie e nms T € e
Source: BIMED, WD
Note: Figuees for 2000 and 2021 ove prolections
A sharp rebound scenarioseems unlikely
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DE-GLOBALISATION

PE] BNP PARIBAS
* . FORTIS

China As
A Political Pinata

us:

OPINION POLL ON ATTITUDES TOWARD CHINA
FAVORABLE ,
65 [ mma-- UNFAVORABLE F;

50

35

© BCOL Research 2020

06 08 10 12 14 16 18 20
SOURCE: PEW RESEARCH CENTER.
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DE-GLOBALISATION

The US Population's Shift To The Left OPINION TOWARDS CAPITALISM"*
%
US: OPINION ON GOVERNMENT"
m2010 2019
45 [
300
= B VERY/ SOMEWHAT
FAVORABLE OPINION
OF CAPITALISM
© BCOL Research 2020
GOVERNMENTS PREFER BUSINESSES PREFERENCE POSITIVE TOO LITTLE % 20 40 60 80 100
SHOULD MORE  WILLHARM FORACTIVE VIEWOF GOVERNMENT .
DOMORE  SERVICES/ SOCIETY GOVERNMENBOCIALISM REGULATION SOURCE: GALLUP.
TOSOLVE  MORE IFNOT OF BUSINESS ** SOURCE: YOUGOV.,

PROBLEMS TAXES® REGULATED
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DE-GLOBALISATION

COVID-19 Accelerates the desire to repatriate production

% Likelihood of firms reshoring due to coronavirus outbreak*
40
30 \
20 /
10
0
Not at all likely Very unlikely Likely
Il February 2020 March 2020

Source: Thomasnet.com
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DE-GLOBALISATION

World: Foreign trade

20
15
10

()]

-2,54%

o

-2,92%

YoY% 3MMA
ol

-10
-15
-20

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

= Total, Volume (c.0.p. 1 quarter, m.a. 1 quarter) === Total, Volume (c.0.p. 1 year, m.a. 1 quarter)

Source: Netherlands Bureau for Economic Policy Analysis (CPB). Next release: <Property Next Release Event Time not found.>
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INFLATION
Demographic LONG TERM

shift
Demand shock

| Populism & Lower

Cost of de-globalisation Monetary & confidence
social fiscal policy & income Lower

distancing | | Higher savings oil price

Less
investment
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DEMOGRAPHICS POINT TO INFLATION

Demographics: From deflation to inflation

Support ratio: Ing

i
orld:
52 UK
= Japan
-50 = Germany
-48 == France
=== China
-56
-52
-48
-44
-40
1950 1960 1970 1980 1990 2000 2010 2020

Number of workers relative to number of consumers. Number of workers incorporates age-specific variation in labor force participation, unemployment, hours worked, and productivity. Number
of consumers incorporates age-specific variation in needs or wants basedonage-s peci fi ¢ consumpti on edfafteact iAMes owarekeerrsée dand fref féect i ve
Shown as a GDP-weighted aggregate of 46 countries. Source: National transfer accounts
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Less

investment
Demand shock
LONG TERM Lower
confidence Lower
& income oil price
Demographic Higher savings

shift
Monetary &

Sl e 2 fiscal policy

4 de-globalisation

Cost of
social
distancing
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