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A big even if heterogeneous shock

La guerre commerciale americaine et ses répliques

Source : Comtrade, WITS, Fitch, BNP Paribas

15t salvo: average effective tariff on US imports of goods up to= 10%
in July 2025 (from 2.3% in 2024). 2" stage: AETR up to = 18%.
Europe stands out as a relative winner. US-EU trade deal at

the better end of the spectrum of what could realistically be
achieved (better terms negotiated (all inclusive deal); contained
economic damage & risk of trade war escalation). A negative

shock but a manageable one.

Surcharges linked to US tariff policy vs. pre-existing tariffs (pp)

> Remaining uncertainties:

Impact on global trade so far: Both

Discussions between Washington &
Beijing, as well as negotiations to
finalize all bilateral trade
agreements, are still ongoing.

important (rapid adjustments) & limited
(global resilience)

Fall in exports to US more than offset by exports
to other regions / Put differently: the US is
importing less, but other regions import more.
De-globalization = trade flows to remain
important but more regionalized, diversified &
secured

Possible reversals by the Trump
administration for political or legal
reasons (for instance if the US
Supreme Court invalidates the

tariffs justified by the IEEPA). 20
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Efforts de rearmement et transition ecologique

L’enjeu réside dans la vitesse et I'efficacité de leur matérialisation et dans la mobilisation des moyens financiers nécessaires

According to BNPP calculations, military spending would increase by = 1 point of GDP (EUR 180 bn), rising from 1.9% of GDP in 2024 to 2.8% in 2027. On

course to reach 3.5% of GDP by the end of the decade.

Compared with what was already planned & announced between early March and mid-June 2025, the planned spending is consistent with the metrics set
out in the Rearm EU / Readiness 2030 plan (enable €800 bn in defense investment = €650 bn over 4 years (more fiscal flexibility given to national budget
with the suspension of EU budget rules) + €150 bn in loans for joint defense projects.

Turning a challenge into an opportunity: rearmament to prevent further deindustrialization
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EU: A massive financing effort by 2028

Annual flows of financing / needs of financing, € bn

® Energy transition

M Transport incl. Charging infrastructure —_— — 1552,7

Disital technologi x2,6 L 1875
igital technologies 25 *kx 162,5 /" ReArm
m Boosting productivity through jrfiovation [ 50—
ing productivity ugl| vati 100 - 150 Europe
W Strengthening Defence & sécurity 150 Plan
Defence via SAFE instrughent *** 750-800 /

(Draghi |

Defence via national gscape clause **
report)

590,2

Loans 308,3 Listed shares -8,8

Financing* Needs of financing

* Net avg. EU annual financing flows, 2015-2024 excluding 2020-2021 (Covid period)
** Avg. annuel flows for the period 2025-2028
*** Avg. annuel flows for the period 2025-2030

Sources : Draghi Report, European Commission,
Draghi Report, ECB data, BNP PARIBAS calculations
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|A : un bouleversement technologique majeur avec des conséquences
economiques potentiellement profondes et durables

< Automate routine tasks + complex cognitive functions + enhance the capacity to generate, analyze & use large quantities of data.
+ Potential impact on productivity, long-term economic growth & employment: contrasting perspectives depending on the assumptions made.
= Some macroeconomic models anticipate a significant acceleration in global growth in the medium term, but these projections are highly dependent on the
speed of diffusion, additional investment and the absorption capacity of economies.
. Productivity gains are not automatic, but hinge on the reorganization of production processes, the adaptation of skills & the renewal of capital.
= Al may only produce an incremental positive effect on growth, unless there is a deep structural change: such a change hinges on the quality of the
regulation choices made in terms of public policies in order: 1/ To direct innovation towards tasks with high social and economic value (health, energy and
education); 2/To combat misinformation, manipulative advertising and data protection.
. Highly heterogeneous nature of Al effects across sectors and regions.
o  Productivity gains concentrated in data-intensive activities & cognitive automation + in advanced countries & the services sector, accentuating the
differences between regions & levels of technological development.
o Differences due to structural & institutional factors for each country, depending on: Exposure to Al (share of jobs & sectors likely to be transformed by Al);
Al preparedness (countries’ digital infrastructure, human capital & labor market policies, innovation & economic integration, & regulation & ethics); Access
to Al (accessibility of the resources needed to deploy and operate Al, such as semi-conductors, data centers & partnerships).
< The impact of Al on employment should not result in massive job destruction, but in a profound reconfiguration of tasks & skills.
= Al is transforming jobs more than it is eliminating them. Al is not limited to substitution: it also enhances human capabilities thanks to new
complementarities between humans and machines. Importance of favoring Al that ‘augments’ rather than substitutes.
o Alis often described as a "skill-biased technology“: increase the productivity of skilled workers, strengthen the companies’ demand for these profiles,
which in turn improves the pay of these workers.
o  Other empirical studies show that Al tools can also disproportionately benefit less experienced workers. Others highlight, on the contrary, the risk of
disappearance of white-collar entry-level jobs.
. Net impact (between new jobs created thanks to IA & those displaced/destroyed) still largely uncertain.
. Effects on employment vary based on qualification levels, gender, age and sector, exacerbating some inequality risks.
. If productivity gains are redistributed fairly & accompanied by active training policies, Al could become a vehicle for improving working conditions and creating new jobs.
+“ Several constraints are holding back the full realization of Al's potential: high adoption costs; technological concentration; still uncertain returns; carbon footprint.
« These limitations underline the need for an overarching strategy combining regulation, governance and inclusive innovation.
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L’enjeu du réequilibrage des comptes publics sous I'ceil plus
vigilant des marches

v Successfullv balancing: Very limited fiscal leeway Public debt ratio (% of GDP)
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Source: BNP Forecasts and calculations

Europe : la possibilite d’

un sursaut

Double support to €Z growth: Rearmament effort &
rebound in intra-EU area trade thanks to positive spillovers
from stronger German growth
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» €Z outlook more positive than
negative: Awareness of the need &
urgency for a European revival.
Granted, concrete & rapid action is
still awaited, as demonstrated by
Draghi's renewed warning (in a
speech marking the 15! anniversary
of the presentation of his roadmap
report to restore EU
competitiveness). List of
achievements not empty, but not
enough, for the time being, to make
a difference. But the direction is the
right one, and the momentum
should gradually increase.

» EU attractiveness (“Europe’s “global
euro” moment”): greater macro.
stability / macro. policy space /
policy predictability & stability + UK
re-connecting with EU.

EU response options: a multi-layered approach

Subsidies for affected
industries
Looser state aid rules

Bilateral, multilateral
diplomacy

File complaints at WTO

Lower some tariffs; purchase
more LNG, weapons

Matching tariffs
Boost intra-EU trade (the
main trade partner of the
EU is the EU):
Capital Market Union
European preference
Looser merger policies

Targeting services exports
(intellectual property)

Anti-coercion instrument

EU enforcement regulation

Diversify / strengthen trade
partnerships & FTAs

Investment restrictions
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Croissance - inflation : panorama par grandes zones. Malgré I'agitation du monde, des évolutions
progressives, pour I’heure, contenues par des forces contraires. Risques globalement équilibrés.

= T i i
US: stagflationary situation. Lower real GDP
growth (from a high starting point) + higher
tarif-led inflation (from an above-target startin.g-'
oint). Non-linear risks on the rise on the labor
market. Complex policy-mix: monetary supportl
rom a less restrictive Fed (not to be taken for
granted) + fiscal support from the OBBBA vs. l
tariff shock (fiscal revenues vs. negative impact
.on growth) & tighter immigration policy. Full .
transmission of Fed Funds cuts at risk (latent
upward pressures on LT rates due to large
fiscal imbalances & threats to the Fed's

independence).

w: stagflationary situation. Low o1
fragile real GDP growth + high & persistent

Global headwinds. US
trade war. Elevated
uncertainty. Tensions on
long-term rates. Fiscal
consolidation challenge.
Threat to the Fed’s
independence. Chinese
vulnerabilities.

Global tailwinds.
Relatively low oil prices.
Fed'’s resumption of rate

cuts, amid a general
easing trend. Glass half-
full view on stock markets.
Tech-IA wave (bubble?). In

the €Z: favorable credit
dynamics, German

massive investment plan,

rearmament efforts,

competitiveness compass.

inflation. Complex policy-mix: BoE’s room
or maneuver to continue easing moneteﬂ
policy limited by persistent inflation;

calibration of fiscal consolidation
'complicated by fragile growth & bond .
markets vigilance.

China: rt'!él GDP growth resilience but
| nciw elusive & fight against
far from won. Trade tensions with
still high, tech war. Deep internal
problems & ufresolved (real estate crisis,
labor market fragility, low confidence in the

€Z: in a more cogifortable position.
No risk of stagfletion\Bagle case: slightly
stronger real GDP growth (from a low
base) + injigtion at target. R§ilience of
labor markets. Easier policy-mix:
monetarygpolicy back to broa*neutral,
the EC
(room to

private sector, deflation). (Too?) cautious
economic policy easing: limited support to
demand (more cyclical than structural);
uncertain success of the new anti-involution
campaign (to combat deflationary pressures
& excess production capacity). Official growth
target for 2025 (5%) in sight though.

IS probably done cutting rate
further if need
positivefiscal impulse t

Germany. Heferogeneiigpof economic
performance’still ey Characteristic.

; slightly
ks to

Japan: stagflationary situation. Low
real GDP growth + high inflation

(unclear whe nder control). Emerging markets: globally resilient,

better than feared. Disinflation & monetary
easing = strong momentum in domestic
credit since 2024. Less vulnerable to US
monetary tightening than a decade ago.

Negative direct impact of US trade war yet to
be felt + indirect impact of China's export
redeployment. Reconfiguration of global

value chains could benefit some EM.

ary pressures
(economy at full employment) as well
as upward pressure on long-term rates.
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La vision composite des marcheés financiers de ces différents
enjeux, risques et incertitudes
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World growth prospects: Behind a global deterioration in the face of a common shock, a contrasting
and rather resilient landscape. Convergence of growth rates between the US<y & the €Z <.

Countries where growth is expected to rise in 2025

Real GDP growth (%, annual average)

Countries where growth is expected to fall in

(+in 2026 in the €2) 2025 (significantly so in the case of the US)
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World inflation prospects: A fall is expected over 2024-2026 in numerous

countries, except in the US
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Group Economic Research - Publications

ECOINSIGHT

Structural or thematic topics

ECOPERSPECTIVES

Analyses and forecasts with a focus on developed and emerging
economies.

ECOFLASH

Data releases, major economic events

ECOWEEK

Recent economic and policy developments, data comments, economic
calendar, forecasts

ECOPULSE

Easy-to-read monthly overview of inflation dynamics

ECOCHARTS

Monthly barometer of key economic indicators of the main OECD
countries.

ECOTV

What is the key event of the month?
You will find the answer in our economy broadcast.

MACROWAVES

Qur economic podcast
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The |n{;)unnauun and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
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and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID II, or form any part of any offer to sell or issue
and Is not a on of any offer to any financial instrument, nor shall It or any
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results. Any hypothetical, past performance simulations are the result of estimates made
BNPP, as of a given moment, on the basis of parameters, market conditions, and historicat da'ca
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the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
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on material contained in this document even when advised of the possibility of such losses. AlL
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
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included in this document are included for information purposes however numerous factors will

market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
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12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three manths from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.
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document you agree to this.
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