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Eurozone —industrial production in August: France strong; Germany
slightly weaker, due to special factors

The August data for industrial production released this week was
regionally mixed. After a decline in August, German industrial production
for 3Q thus far rests slightly below the level of activity seen in 2Q. The
decline can, however, mainly be attributed to unusually late holidays,
which in turn relativizes the significance of the data. In addition, the order
intake of German industry declined for July and August on average by
2.0% compared to 2Q. In Spain and ltaly, industrial production also
declined in August. In France, however, industrial production rose —
thanks to the transport sector — quite significantly (+2.0% m/m) in August.
Due to solid leading indicators, we expect industrial activity in the
Eurozone to bounce back in September. Based on the European
Sentiment Indicator (ESI), we forecast a stable growth pace of 1.5-
1.6% yly for the Eurozone in 3Q and 4Q. Aside from the aggregated
Eurozone data for industrial production (October 14), no relevant
economic data is due to be released.

At the Eurogroup meeting this week, Greece and Spain’s draft budget for
2016 (adopted early due to the planned elections in December) have
been in focus. Greece will have to adopt extensive reforms (especially
regarding taxes and pensions) in order to safeguard the smooth
disbursement of support tranches. If we see delays, as has quite often
been the case in the past, then Greece might be a potential trouble
spot for the markets in November. With regard to Spain, the European
Commission is slightly nervous about the fact that the government is
behind schedule with the planed deficit reduction. Spain’s public
household is being closely monitored due to a high debt level (100% of
GDP) in combination with a high structural deficit of more than 2% of
GDP. It might thus happen that, should Spain’s growth pace slow
(currently not an issue due to an expected economic growth of close to
3% for 2015), investor risk awareness regarding Spanish bonds could
rise.
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Economic calendar
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Source: Bloomberg, Erste Group Research
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FORECASTS
GDP 2012 2013 2014 2015 2016
Eurozone -0.6 -0.5 0.9 15 1.8
us 2.8 1.9 2.4 2.4 3.0
Inflation 2012 2013 2014 2015 2016
Eurozone 2.3 1.3 0.5 0.3 1.5
us 2.1 15 1.6 0.1 1.8
current Dec.15 Mar.16 Jun.16 Sep.16
ECB MRR 0.05 0.05 0.05 0.05 0.05
3M Euribor -0.05 -0.05 -0.05 -0.05 0.00
Germany Govt. 10Y 0.61 1.00 1.30 1.50 1.70
Swap 10Y 0.99 1.30 1.60 1.80 2.00
current Dec.15 Mar.16 Jun.16 Sep.16
Fed Funds Target Rate* 0.13 0.38 0.63 0.88 1.38
3M Libor 0.32 0.63 1.00 1.30 1.80
US Govt. 10Y 2.10 2.70 3.00 3.30 3.40
EURUSD 1.13 1.08 1.10 1.12 1.14

*Mid of target range

Source: Bloomberg, Erste Group Research
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated
subsidiaries "Erste Group") as other information pursuant to the Circular of the Austrian Financial Market Authority regarding
information including marketing communication pursuant to the Austrian Securities Supervision Act. This publication serves
interested investors as additional source of information and provides general information, information about product features or
macroeconomic information without emphasizing product selling marketing statements. This publication does not constitute
marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct buying incentives were
included in this publication, which is of information character. This publication does not constitute investment research pursuant
to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal requirements designed to
promote the independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination
of investment research. The information only serves as non-binding and additional information and is based on the level of
knowledge of the person in 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 to subscribe for or purchase any securities, 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 security or financial product in a trading strategy. Information provided in this publication are based on
publicly available sources which Erste Group considers as reliable, however, without verifying any such information by
independent third persons. While all reasonable care has been taken to ensure that the facts stated herein are accurate and
that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its
representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-
dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of
entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses, recommends or
approves any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective
managing directors, supervisory board members, executive board members, directors, officers of other employees shall be in
any way liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit)
howsoever arising from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this
publication reflects the current judgment of the author(s) on the date of publication of this document and do not necessarily
reflect the opinions of Erste Group. They are subject to change without prior notice. Erste Group has no obligation to update,
modify or amend this publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any
opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance
of securities or financial instruments is not indicative for future results. No assurance can be given that any financial instrument
or issuer described herein would yield favorable investment results or that particular price levels may be reached. Forecasts in
this publication are based on assumptions which are supported by objective data. However, the used forecasts are not
indicative for future performance of securities or financial instrument. Erste Group, its affiliates, principals or employees may
have a long or short position or may transact in the financial instrument(s) referred to herein or may trade in such financial
instruments with other customers on a principal basis. Erste Group may act as a market maker in the financial instruments or
companies discussed herein and may also perform or seek to perform investment banking services for those companies. Erste
Group may act upon or use the information or conclusion contained in this publication before it is distributed to other persons.
This publication is subject to the copyright of Erste Group and may not be copied, distributed or partially or in total provided or
transmitted to unauthorized recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing
limitations.
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