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GLOBAL ECONOMY

Stable global growth 2025 expected

GDP growth, in %
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GLOBAL ECONOMY

Inflation is moderating further

Inflation, in %
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EUROZONE

Strong growth disparity in the Eurozone
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TARIFFS TRADE

Trump re-election is already having an impact on global risk
assesment

Global Economic Policy Uncertainty Index

» Global risk awareness already close to peak levels 500
last seen during outbreak of the pandemic 2020. 450
« This will dampen and delay investment decisions in 400 :
all major global economies ex-US. 350
« Rising US trade barrieres will cause inefficiencies in 300
. . x
major value chains. 9 250
C
« Economists thus expect, that new US-tariffs will 200
have a dampening impact on global growth 2025 150
and 2026; probably beyond as well. 100
50
0

2013 2015 2017 2019 2021 2023

Source: www.policyuncertainty.org, Erste Group Research
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TARIFFS TRADE

Downside risks for Eurozone growth and inflation outlook

We forecast for the Eurozone slower export and
investment growth due to expected US tariffs in
2025 and 2026.

Slower Eurozone growth raises downside risks for
the inflation outlook as well.

Attempts of China to dump goods on markets
outside the US, might dampen goods inflation in the
Eurozone.

We expect thus that tensions between EU and
China could rise as well.

In this environment the probaility rises that the ECB

might be forced to lower rates faster than currently
expected.
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EU export shares by main trading partner, 2023
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TARIFFS TRADE

EU climate plans under pressure since Trump election

US Banks leaving the Net-Zero-Banking-Alliance

Name of Financial Institute Date of withdrawal
BMO Financial Group 17.January 2025
JP Morgan Chase 07.January 2025
Morgan Stanley 02.January 2025
Bank of America 31. December 2024
Citigroup 31. December 2024
Wells Fargo 20. December 2024
Goldman Sachs 6. December 2024

Source: Net-Zero Banking Alliance, Erste Group Research
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TARIFFS TRADE

Europe and US depend on global trade - for different
reasons

Exports, in % of GDP (2023) Number of import dependent products
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TARIFFS TRADE

Different picture in trade between goods and services

EU - US goods vs. services balance, EUR bn (2023) EU trade and current account with US, EUR bn (2023)
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Source: EC, Erste Group Research Source: EC, Erste Group Research
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TARIFFS TRADE

Trump plans would lift US tariffs substantially from current
levels

US-tariffs on all global imports, in % (1920 - 2023) EU vs. US tariffs, in % (2022)
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Source: :taxfoundation.org, Erste Group Research Source: WITS, Erste Group Research
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TARIFFS TRADE

EU has higher tariffs in all major product categories

EU vs. US tariffs by category, in % (2022) EU exports to US by country, in % of GDP (2023)

weighted average, in %
in % of GDP
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TARIFFS TRADE

EU Machinery exports have biggest exposure to the US

EU exports to US by sectors

Machinery
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Source: trademap Erste Group Research
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US exports to EU by sectors
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TARIFFS TRADE

Demand for vehicles and chemicals most vulnerable to
tariffs among important industries

Trade elasticities of products
« Absolut importance of US-market in combination

with sector composition makes Germany, Belgium
and Ireland most vulnerable.
« For Italy and Netherlands we would expect a -6.6
-8.0 -8.0

modest negative impact from potential tariffs.

* Due to low total exposure in combination with

favorable sector composition we expect only a very -13.0 "12.6

limited impact on France and Spain.
-23.4
Mineral Chemicals Vehicles Machinery Opticals F&B
Prod.

Source: trademap, Erste Group Research
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TARIFFS TRADE

Substantial negative impact on growth from US tariffs

possible

US tariffs on EU imports in %

2

Actual Base Case Worst Case

Source: Erste Group Research
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EU-US COMPARISON

Substantial differences with regards to labor productivity

compared to the US

Labor productivity / h 2000 - 2019 (growth p.a.)
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charge of drawing up the information on the respective date of its preparation. The content of the publication can be changed at any time without notice. This publication does not constitute or form part of, and should not be
construed as, an offer, recommendation or invitation for a transaction in any financial instrument or connected financial instruments, and neither this publication nor anything contained herein shall form the basis of or be relied on
in connection with or act as an inducement to enter into any contract or inclusion of a financial or connected financial instrument in a trading strategy. Information provided in this publication is based on publicly available sources
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EUROZONE

Sentiment in manufacturing improves in January

Eurozone PMI manufacturing vs. services Economic sentiment DE, FR, IT and ES
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Source: Market data provider, Erste Group Research Source: EC, Erste Group Research
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EUROZONE ECONOMY

Financial situation of households is improving

Eurozone labor costs per hour vs. inflation
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Source: Eurostat, Erste Group Research

ERSTES

Group

in %

Eurozone savings rate households
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Source: Eurostat, Erste Group Research
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EZ INFLATION

Services inflation still too high

EZ - goods vs. services inflation EZ inflation 2021 - 2025
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Source: Eurostat, Erste Group Research Source: Eurostat, Erste Group Research
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NATO DEFENCE SPENDING

Defence spending will have to go up in Spain and Italy

2.1

Defence spending, in % of GDP (2024)
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EU-US COMPARISON

Europe caught in the ,Mid-Technology-Trap®?
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VC financing volume EU vs. USA

Top-3 companies by R&D EU vs. USA

2003 2012 2022

uUs Ford (auto) Microsoft (software) Alphabet (software)
Pfizer (pharma) Intel (hardware) Meta (software)
GM (auto) Merck (pharma) Microsoft (software)

EU Mercedes-Benz (auto) VW (auto) VW (auto)
Siemens (electronics) Mercedes-Benz (auto) Mercedes-Benz (auto)
VW (auto) Bosch (auto) Bosch (auto)

JPN Toyota (auto) Toyota (auto) Toyota (auto)
Panasonic (electronics) Honda (auto) Honda (auto)

. . Sony (electronics) Panasonic (electronics) NTT (telecom)
—_— ]
Seed Early Stage Later Stage
mEU mUS

Source: The future of European competitiveness, Erste Group Research

Source: Industrial R&D Investment Scoreboard, Erste Group Research
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Interest rates outlook
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EUROZONE

Market expects 4 rate cuts 2025

ECB Deposit Rate — 2025 Forecast
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No rate cuts expected from US Fed in 1TH 2025

« US economy remains in good shape.

« Healthy labor market with a stable unemployment
rate.

« Slow progress in core inflation, mainly due to housing
inflation data.

« We expect next rate cut 2025 in June.

* Yields have recently been very volatile.
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Forecast: US yield curve, y/yin %

4.50

4.00

3.50

3.00

3 5 7 10

=t=current =—¢—Mar.2025 =¢=Jun.2025

Source: Market data provider, Erste Group Research
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Forecasts

GDP 2023 2024 2025 2026
Eurozone 0.4 0.7 1.0 1.0
us 2.9 2.8 2.0 1.8
Inflation 2023 2024 2025 2026
Eurozone 5.5 2.4 1.9 2.0
us 4.1 3.0 2.5 2.4

Prices as of January 27, 2024

Source: Market data providers, Erste Group Research

ERSTES

Group

Interest rates current Mar.25 Jun.25 Sep.25 Dec.25
ECB MRR 3.15 2.65 2.40 2.15 2.15
ECB Deposit Rate 3.00 2.50 2.25 2.00 2.00
3M Euribor 2.64 2.46 2.22 1.98 1.99
Germany Govt. 10Y 2.54 2.40 2.30 2.30 2.20
Swap 10Y 2.49 2.40 2.50 2.55 2.50
Interest rates current Mar.25 Jun.25 Sep.25 Dec.25
Fed Funds Target Rate* 4.33 4.38 4.13 3.88 3.63
3M SOFR 4.29 4.33 4.08 3.83 3.58
US Govt. 10Y 4.55 4.60 4.40 4.30 4.20
EURUSD 1.05 1.03 1.03 1.05 1.06

*Mid of target range
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Macro reports & forecasts are publicly available on Erste

Group'’s website and our mobile applications
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