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DBnomics

e Most data presented in the forthcoming slides are extracted from DBnomics
(https://db.nomics.world/), an open-sourced databank created at CEPREMAP, and will be updated
every Thursday at 6:00pm

e The project has been financed by generous grants from Banque de France, AFD, DG Trésor, France
Stratégie and OECD

e The executive director of the DBnomics project is Christophe Benz

e The slides have been designed by Daniel Cohen and are updated by Jocelyn Maillard and Francois
Langot at CEPREMAP

e Links to the DBnomics data are available in the Appendix
e All materials presented here can be freely used with proper acknowledgment

e Questions and comments about the presentation can be addressed at jocelyn.maillard@cepremap.org
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Executive summary

e Markets and policymakers are following in parallel headline inflation, financial market and labor market trends.

e In response to inflationary pressures, monetary policy has been tightened up to levels unheard of for the last 20
years. Both the Fed and the ECB have recently paused the hikes. However, the Fed signaled that a last 25-bps increase
should occur before the end of the year.

e Inflation has reached lower levels in the US than in Europe. However, the returns to the 2% inflation target may be
complex in the US as the Fed must deal with labor-market overheating and financial-market issues. In September
headline inflation fell by 2pp in Germany, driving it down by 1pp in the Euro Area (while no change occurred in France
or Italy).

e Most raw-material prices have come back to their pre-war levels. However, oil prices have surged again since June as
Saudi Arabia and Russia have cut their supply.

e Sovereign yields are at a high level in the Euro Area as the uncertainty about inflation remains. However, the spreads
between core countries and the periphery have been decreasing (except for Italy). Indeed, macroeconomic results
have overcome expectations in countries as Spain or Greece while Germany's growth has been particularly low for the
past year.

e After being lower than the USD, the EUR started appreciated in October 2022. However, high GDP growth and higher
sovereign yields have led investors to favor the USD since the beginning of the summer, causing a new appreciation of
the USD.
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MACROECONOMIC OUTLOOK - SEPTEMBER 2023 A THE GROWTH SLOWDOWN

Growth in advanced economies

The second quarter of 2023 has brought low but positive economic growth in all major advanced economies but Italy. France’s growth was notably higher than
expected. The OECD has moderately revised downward its growth projections for 2023 and 2024 for European countries, and upwards for the US.

Yearly GDP growth rate (YoY % change) Quarterly GDP growth rate (% change over the previous period)
EEEIEIEIEIETY e e e e e e E e e e
Euro Area (6.1)" 5.4 35 0.8 1.4 Euro Area 2.1 2.1 05 07 08 03 (00 00 0.2
Germany (3.7) 2.6 1.8 (0.1) 1.1 France 0.9 3.0 0.6 (0.1) 04 0.3 0.1 0.0 0.5
France (7.9) 6.8 26 0.7 13 Germany 22 07 00 1.0 (0.1) 04 (04) (0.1) 0.0
laly (9.0) 7.0 3.7 0.7 0.8 Italy 2.5 2.8 0.8 0.1 1.4 03 (0.2) 0.6 (0.4)
UK (11.0) 7.6 4.0 (0.3) 1.0 UK 73 17 15 05 01 (0.1) 01 03 02
USA (2.8) 5.9 2.1 1.6 1.1 USA 1.5 0.8 1.7 (0.5 (.1) 07 06 06 05
Japan (4.3) 2.1 1.1 1.3 1.0 Japan 0.5 (0.4) 11 (0.6) 1.3 (0.3) 0.1 0.8 1.2

Forecast from OECD Economic Outlook, September 2023

CEPREMAP Sources: OECD, OECD Economic Outlook September 2023 4
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MACROECONOMIC OUTLOOK - SEPTEMBER 2023 A THE GROWTH SLOWDOWN

Growth in emerging countries

Economic growth strongly decreased in the second quarter in China, readjusting to the previous high growth. The OECD has lifted 2023 and 2024 growth for
Brazil and Mexico, but they have revised downwards the growth for the main emerging Asian countries.

Yearly GDP growth rate (YoY % change) Quarterly GDP growth rate (% change over the previous period)

Yearly GDP growth rate % Quarterly GDP growth rate %

B e ) ) ) A ) e

China 2.2 8.4 3.0 5.2 4.5 China 1.3 0.7 1.6 1.0 (1.9) 3.2 0.5 2.2 0.8
S. Africa (6.3) 4.9 2.0 0.1 1.8 S. Africa 1.3 (19 14 1.5 (0.8 18 (1.1) 04 0.6
Brazil (3.3) 5.0 2.9 0.9 1.5 Brazil (0.2) 04 1.1 0.9 1.0 0.4 0.1 1.8 0.9
India (5.8) 9.1 6.8 5.9 6.3 India (7.5) 9.3 2.0 0.5 0.9 2.0 1.1 2.1 1.9
Mexico (8.0) 4.7 31 1.8 1.6 Mexico 0.7 (06) 1.4 1.4 1.0 1.2 0.6 0.8 0.8
Indonesia (2.1) 3.7 5.3 5.0 5.1 Indonesia 0.3 0.0 3.2 1.0 0.9 0.8 2.3 0.8 0.8

Forecast from OECD Economic Outlook September 2023

CEPREMAP Sources: OECD, OECD Economic Outlook September 2023 5
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MACROECONOMIC OUTLOOK - OCTOBER 2023 A THE GROWTH SLOWDOWN

Government debts have reached a new plateau in the G4 countries’

Inflation acted as a moderating factor on the evolution on debt ratios. Deficits decreased in France and Germany in the first two quarters of 2023 while they
have been increasing in the UK and the US.

General Government debt (% of GDP) - Since 2020 General Government deficit (% of GDP) - Since 2020
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CEPREMAP Source: Eurostat, Office of National Statistics, Bureau of Economic Analysis, US Office of Management and Budget 6
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A

THE GROWTH SLOWDOWN

Consumer confidence is on an upward path for the main European countries but

remaining at rather low levels.

Business confidence, however, has been on a decreasing path for the last year.

Consumer confidence indicator - Since Jan. 2020
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Business confidence indicator — Since Jan. 2020
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MACROECONOMIC OUTLOOK - OCTOBER 2023 B THE SEEDS OF INFLATION

Russian invasion added inflationary pressure. Yet, prices of raw materials have
mostly returned to their pre-war range.

Natural-gas-price difference between the US and Europe has decreased but a one to five discrepancy remains between the two markets. Wheat and copper prices
are slowly decreasing, almost reaching their pre-COVID levels. However, oil prices have been increasing again since June as OPEC+ has cut production.

Oil prices in historical perspective (USD per barrel) EU (left scale) and US (right scale) natural gas prices' (€/MWh)
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Copper prices in historical perspective (USD/tonne) CBOT Wheat (USD/Bushel)
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CEPREMAP Source: Nasdaq, ICE, NYSE as of 25/10/2023 9
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MACROECONOMIC OUTLOOK - OCTOBER 2023 B THE SEEDS OF INFLATION

Supply chain disruptions are easing up significantly
Transportation costs have returned to their pre-crisis level.

% of EU business reporting shortages of materials and equipment in the construction industry as a limiting production factor
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MACROECONOMIC OUTLOOK - OCTOBER 2023 B THE SEEDS OF INFLATION

Labor markets remain tight... (7/2)

The unemployment rate, both in the US and the EZ, remain at very low levels. In the US, after falling for a few months, the vacancy/unemployment ratio seems
to be stabilizing above pre-covid levels.

Beveridge curve - USA, Monthly Beveridge curve - Euro Area, Quarterly
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Labor markets remain tight... (2/2)

The vacancy/unemployment ratio still at record high levels in France.

Beveridge curve - France, Quarterly
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Sources: Destatis, Eurostat
Note:  Vacancy rate is the ratio of job openings to total jobs
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B THE SEEDS OF INFLATION

Beveridge curve - Germany, Quarterly
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B THE SEEDS OF INFLATION

The verdict on wage inflation in 2023, both in the US and the EZ, is still open

Although wage inflation is lower in the Euro Area, it may not have reached its peak yet, leaving open the question of the extend of monetary tightening.

Wage growth tracker (nominal wage growth of individuals) - US (Monthly)

Indicator of negotiated wages in the Euro Area (Quarterly)
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el b -
w ||V ~

(1) -
Q Q Q N\ N\ N N\ W\ \ % 3% o) el
& %\Z\ \QQ:\’ v Q,é\, A% Q”\’ Vv Q}:'\' A% Q',\» Vv Q,é\, o\ Y

—Euro Area - Labor cost index Euro Area - Indicator of negotiated wages

France - Salaire mensuel de base (SMB)

13



MACROECONOMIC OUTLOOK - OCTOBER 2023

C Inflation unbound

CEPREMAP
DB NOMICS



MACROECONOMIC OUTLOOK - JUNE 2023 C INFLATION UNBOUND

Inflation is coming down from its peak both in Europe and the US

Core and Headline inflation decreased in September in the Euro Area, driven by a 2pp fall in Germany. Headline inflation is lower in the US, however, it seems to
be plateauing above 3%. Inflation remains very high in the UK.

CPI and core inflation in advanced economies (YoY % change) CPI Inflation (YoY % change) - since January 2021

Monthly Year-on-Year inflation rates (%) — 2022/2023

| Country _ [Oct[Nov|Dec|Jan |Feb|Mar|Apr [May| Jun | Jul [Aug| Sep_

us 78 71 64 63 6.0 50 50 41 31 33 37 37
US core 63 60 57 55 55 56 55 53 49 47 44 41
Euro Area* 106 10.1 9.2 86 85 69 7.0 6.1 55 53 52 43

Euro Area core* 50 50 52 53 56 57 56 53 55 55 53 45

France* 71 71 67 70 73 67 69 6.0 53 51 57 57
France core* 41 42 42 42 46 46 47 44 44 43 40 3.6
France INSEE 6.2 62 59 60 63 57 59 51 45 43 49 49

France core INSEE 5.0 53 53 56 6.1 6.2 63 58 57 50 46 46
Germany* 116 11.3 9.6 92 93 78 7.6 63 6.8 65 6.4 43

Germany core* 51 51 54 51 54 59 56 51 6.1 62 63 48

Italy* 12.6 12.6 12.3 107 9.8 81 86 80 67 63 55 56

Italy core* 46 47 48 52 55 53 53 51 49 47 40 4.1

UK 11.1 10.7 10.5 10.1 10.4 10.1 8.7 87 79 68 67 6.7

UK core 65 63 63 58 62 62 68 7.1 69 69 62 6.1 (Z)x; o s e oo s o
Japan 38 38 40 44 33 33 35 32 33 33 31 - SR R IR R R I R S O

Japan core 25 28 3.0 32 34 37 41 42 43 43 43 - —USA Eurozone France Germany Italy UK ——Japan
CEPREMAP Notes: * Harmonized measures 1 S

DB - NOMICS

the world's economic data

Sources: Eurostat, INSEE, Bureau of Labor Statistics, Office of National Statistics, Statistics of Japan, OECD, Statcan



MACROECONOMIC OUTLOOK - OCTOBER 2023 C INFLATION UNBOUND

Inflation in emerging economies is slowly cooling but remains at high levels

China remains an extraordinary exception with extremely low inflation levels

CPI inflation in advanced economies (YoY % change) CPI Inflation (YoY % change) - since January 2021

Monthly Year-on-Year inflation rates (%) — 2022/2023
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MACROECONOMIC OUTLOOK - OCTOBER 2023 A THE GROWTH SLOWDOWN

Implied GDP deflators appear to be converging towards headline inflation in G4
countries’

GDP deflators are at high levels in Europe while it is decreasing in the US.

Quarterly implied GDP deflator - Since Q7-2021

Implied GDP deflator (YoY % change) - Since Q1-2021

| Couey [ oem | oem | o2 | o2 | 2 | o2 | o3 | @3 |

USA 5.1 6.2 6.9 7.7 73 6.4 53 35
Germany 4.4 4.8 4.6 6.0 4.6 6.0 6.5 71
France 2.6 1.6 1.6 2.2 3.6 4.4 5.4 6.2
UK (0.5) 1.0 1.6 5.4 6.3 7.3 7.6 7.9

Quarterly implied GDP deflator - Since Q7-1992
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CEPREMAP Sources: Eurostat, Bureau of Economic Analysis, Office of National Statistics 17
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MACROECONOMIC OUTLOOK - OCTOBER 2023 A IN THE US

Monetary policy decisions from the Fed (72
The Fed decided to pause its hikes in September. However, another 25-bps increase is expected before the end of the year.

Personal consumption expenditures (PCE) - Monthly (YoY % change) Key considerations

Price indexes for Personal Consumption Expenditures  The target range of the federal fund rates was maintained at 5.25%-

| indicator_| 0223 | 0323 | 0423 | 0523 | 0623 | 0723 | 0823 | 5.50% on September 20"

e The pause comes after an increase of 25 bps in July. Interest rates are at

PCE inflation 5.2 4.4 4.4 4.0 3.2 3.4 3.5 their highest levels since 2001.
e The Fed revised up GDP growth from 1% to 2.1%. However, it anticipates
PCE Inflation Projections as of September 2023 (%) that labor market will rebalance, cooling down pressures on prices.
o Next meeting will be on October 31t The key issue is whether a new
3g L1320 hike will occur.
' 3.7
33 4 Federal Reserve economic projections as of 20th September 2023
1321
Change in real GDP 2.1 1.5 1.8 1.8
2.8 A
Unemployment rate 3.8 4.1 4.1 4.0
23 - Inflation 3.3 2.5 2.2 2.0
- Federal funds rate 5.6 5.1 3.9 2.5
2.0
1.8 T T T T T 1
2023 2024 2025 2026 2027 2028 ““We remain committed to bringing inflation back down to our 2
percent goal and to keeping longer-term inflation expectations
Inflation projections - Sep 2023 = = = Inflation projections - June 2023 well anchored. Reducing inflation is likely to require a period of
Core Inflation projections - Sep 2023 = = = Core Inflation projections - June 2023 below-trend gFOWth and some soFtening of labor market
CEPREMAP Sources: Fed as of 20/09/2023, Bureau of Economic Analysis COﬂdItIOﬂS. 20

DB . N O M ]CS JEROME POWELL, PRESS CONFERENCE, SEPTEMBER 20™, 2023
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MACROECONOMIC OUTLOOK - OCTOBER 2023 A IN THE US

Monetary policy decisions from the Fed (2/2)

The Federal Reserve’s so-called dot plot shows the median year-end projection for the federal fund rates. The estimates remain close to the previous ones in
June.

FOMC participants' assessments of appropriate monetary policy: Midpoint of target range or target level for the federal Funds rate as of 20th September

0.00
o 20z 2025 Longer run
CEPREMAP Source: Fed as of 25/10/2023 y

Note: Each shaded circle indicates the value (rounded to the nearest 1/8 percentage point) of an individual participant’s judgment of the midpoint of the appropriate target range for the federal funds
D B " N O M |CS rate or the appropriate target level for the federal funds rate at the end of the specified calendar year or over the longer run. One participant did not submit longer-run projections for the federal
or jatab funds rate.

the world's economic data
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A IN THE

Nominal long-term rates are at their highest level since the Great Recession

Real rate however are expected to stay around 2% in real terms

10-Y Nominal yield - US

Inflation Expectations - US (%)

us
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CEPREMAP Source: Fed as of 25/10/2023, Internal calculations
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Note: Inflation expectations are derived from US indexed bonds (TIPS) and US nominal bonds
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MACROECONOMIC OUTLOOK - OCTOBER 2023 A IN THE US

The US yield curve has been inverted for more than a year

It has, however, increased in the last few weeks

U.S. 10Yr/2Yr Spread - Since Jan. 1978

In bps
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CEPREMAP Source: Fed as of 25/10/2023 23
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MACROECONOMIC OUTLOOK - OCTOBER 2023 B INTHE EURO AREA

The ECB decided to keep its interest rates unchanged in the October meeting

President Lagarde explained that considering the strong decrease of inflation in September, no new hike is required. The ECB is waiting to see the effects of
current interest rate levels for reaching the 2% inflation target.

Inflation expectations & projections as of September 2023 (%)

Key considerations

6.0 - e The Governing Council decided to maintain the three key ECB interest
rates at their September value. This pause comes after continuous

5.5 increases for more than 18 months.
50 4 e Looking ahead, ECB staff have slightly revised their inflation projections u

' up in September. Headline inflation is now expected to average 5.6% in
15 - 2023 while core inflation should reach 5.1%.

e The benchmark deposit rate is now set at 4%, coming from minus 0.5% a
4.0 1 year and a half ago. It is the highest level since 2000.
35 A o The next meeting is set on December 14th The ECB hinted that the
interest rate will probably remain unchanged.
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= = —ECB Inflation projections - June 2023 ECB Core Inflation projections - June 2023 Inflation 5.6 3.2 2.1
“Our past interest rate increases continue to be transmitted forcefully into financing
conditions. This is increasingly dampening demand and thereby helps push down inflation.”
CHRISTINE LAGARDE, MONTERAY POLICY DECISION, OCTOBER 262023
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B INTHE EURO AREA

In the Eurozone, the banking crisis had no lasting effect on long-term rates

Nominal rates keep increasing despite the decrease of inflation in September. Expected real rates, however, are near zero in the longer run.

10-Y Nominal yield - German Bund Inflation Expectations? - Germany (%)
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Source: Bundesbank as of 25/10/2023, Internal calculations 26
Note: Inflation expectations are derived from German indexed bonds and German nominal bonds
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The German yield curve is inverted for the First time since 2008, reflecting risk
of recession/sluggish growth

It is, however, coming closer to zero.

Bund 2Yr/10Yr Spread - Since Jan 1998
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After an appreciation since the end of 2022, the Euro has been weakening for
the last three months

Current and expected growth differentials are causing investors to favor the US Dollar.

Nominal Foreign exchange rate in historical perspective —Since Jan. 1999 Nominal Foreign exchange rate in historical perspective —Since Jan. 2020
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“The level of the euro matters significantly for imported inflation, [...]. A euro that is
too weak would go against our price stability objective”
BANQUE DE FRANCE VILLEROY DE GALHAU, 06 MAY 2022
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In Europe, sovereign yields are at high levels

They have even been increasing for more than a month.

Italian, Greek and French 10-Y yields - Since Jan. 2021
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Tensions on spreads have moderately eased off since their peak late 2022

However, Italy’s spreads have been increasing over the last couple of months notably due to fears over public deficits larger than previously expected.

Italian, Greek and French spreads over 10Y German bund - Since Jan. 2021
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High yield corporate bond spreads rose in the wake of SVB bankruptcy

They have slightly decreased both in the US and the Euro Area.

High yield corporate bond spreads - Since 2000
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High yield corporate bond spreads- Since 2022
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Stock-market prices remain below pre-war levels

They have been going down since July, notably over fears about persisting high inflation and continuous rise of government yields.

Nasdaq Composite, S&P 500, Shanghai Composite and Eurostoxx 50 indices — Jan. 2022 = 100
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Volatility on US financial markets has fallen below its historical average level

It has, however, increased in the last couple of months.

VIX index - Since 2000
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Financial stress indicators returned to pre-war levels

The index, however, is higher in Europe than in the US.

Composite Indicator of Systemic Stress (daily) — Since Jan. 1980
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Composite Indicator of Systemic Stress (daily) — Since Jan. 2020
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US Shiller Cyclically Adjusted Price to Earnings ratio (CAPE ratio)’

Shiller CAPE ratio remains at record high levelin historical perspective and back to its pre-crisis level.

Cyclically Adjusted Price Earnings ratio — Since 71900
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Shiller CAPE ratio in Europe

Shiller CAPE ratio is still close to its pre-Covid level and to its historical average in Europe.

Cyclically Adjusted Price Earnings ratio - Since 71982
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Links to DBnomics data
Page#|  GraphjTable 0l 0 weblk
4 Quarterly GDP growth (% change over the previous period) — Germany OECD/KEI/NAEXKP01.DEU.GP.Q
4 Quarterly GDP growth (% change over the previous period) — Eurozone OECD/KEI/NAEXKP01.EA19.GP.Q
4 Quarterly GDP growth (% change over the previous period) - France OECD/KEI/NAEXKPO1.FRA.GP.Q
4 Quarterly GDP growth (% change over the previous period) — UK OECD/KEI/NAEXKP01.GBR.GP.Q
4 Quarterly GDP growth (% change over the previous period) — Italy OECD/KEI/NAEXKPO1.ITA.GP.Q
4 Quarterly GDP growth (% change over the previous period) — Japan OECD/KEI/NAEXKP01.JPN.GP.Q
4 Quarterly GDP growth (% change over the previous period) - US OECD/KEI/NAEXKP01.USA.GP.Q
5 Quarterly GDP growth (% change over the previous period) — China OECD/DP_LIVE/CHN.QGDP.TOT.PC CHGPP.Q
5 Quarterly GDP growth (% change over the previous period) — Brazil OECD/KEI/NAEXKP01.BRA.GP.Q
5 Quarterly GDP growth (% change over the previous period) — Mexico OECD/KEI/NAEXKP01.MEX.GP.Q

5 Quarterly GDP growth (% change over the previous period) — South Africa
5 Quarterly GDP growth (% change over the previous period) — Indonesia

5 Quarterly GDP growth (% change over the previous period) - India
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OECD/KEI/NAEXKP01.ZAF.GP.Q

OECD/KEI/NAEXKPO01.IDN.GP.Q

OECD/KEI/NAEXKPO01.IND.GP.Q
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General government debt - Germany
General government debt - France
General government debt — United Kingdom
General government deficit — United States
General government deficit — Germany
General government deficit - France
General government deficit — United Kingdom
Consumer confidence index — United States
Consumer confidence index — Germany
Consumer confidence index - France
Consumer confidence index — United Kingdom
Business confidence index — United States
Business confidence index — Germany
Business confidence index — France

Business confidence index — United Kingdom
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