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BNP Paribas deposit facility rate forecast (%)

Sources: ECB, BNP Paribas

Eurozone Macroeconomic Outlook
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Eurozone looks set to suffer a significant degree of permanent scarring on 
the back of the energy shock 

Sources: Eurostat, Macrobond, BNP Paribas forecasts
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• A eurozone recession is inevitable. A combination of domestic and
global headwinds look set to put the eurozone into recessionary territory.
Fiscal policy support should prevent a deep one, but we expect a prolonged
period of sluggish activity, with below-trend growth throughout 2023–24.

• A regime shift in inflation is underway. inflation shock to be persistent.
While headline inflation will ease significantly next year – primarily reflecting
base effects from energy – underlying inflation is set to remain sticky. Wage
growth is likely to continue to build despite the recession.

• ECB: a more cautious stance but takes rates into ‘restrictive’ territory.
• Expected downshift in the pace of tightening in December, from 75bp

to 50bp,
• But the DFR is expected to reach 3.00% by end-Q1,consistent with

rates moving into ‘restrictive’ territory.
• The ECB is set to announce the key principles behind QT at the

December meeting. Ending full reinvestment looks more likely than
outright sales. Our central case is for QT beginning in H1 2023.
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EGB market review

10s30s some resistance around 2% for the 30y

Realized volatility coming down but still on very high levels

10y Bund yield and deposit rate since 1999

Sources: Bloomberg, BNP Paribas 
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Race to neutral not over for the ECB: Upward pressures due to the 
hiking cycle will likely be reinforced by discussions about quantitative 
tightening at upcoming meetings, and high net supply in Q1 2023. 

How long those pressures last depends on how far into restrictive territory 
the ECB goes – as the ‘neutral’ rate has not been reached, we expect 
higher yields in the near future (we forecast the 10y Bund yield to 
approach 3% in Q1 2023).

Curve direction: two opposite forces on 2-10y spreads 
• flatter ahead of recession and US curve likely to invert further as the 

market prices in a longer and higher cycle after the Feb last week
• steeper on the back of higher net supply ( gross supply to remain 

elevated and introduction of QT)
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2023 EGB supply outlook

Eurozone net supply over time (EURbn)*Eurozone gross supply over time (EURbn)*

2023 supply projections (EURbn) 
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Scenario 

1 Scenario 2 Scenario 3 Scenario 4
Austria 39 12 40 14 7 -1 -2 5 16 19 16 17
Belgium 43 22 41 14 6 2 8 16 24 25 24 25
Finland 16 5 18 7 3 -1 -2 2 7 8 7 8
France 270 111 260 115 83 10 -4 27 129 137 124 130

Germany 242 60 231 63 22 12 -3 38 88 99 82 90
Greece 4 0 11 6 4 -6 -6 -4 0 0 0 0
Ireland 7 0 7 -5 -7 0 5 7 1 1 0 0

Italy 290 31 274 47 7 17 -16 24 59 75 54 64
Netherla

nds 49 19 40 9 3 9 9 16 23 26 21 21

Portugal 11 0 13 1 -4 -3 -1 4 2 3 2 3
Spain 161 70 148 85 63 13 -15 7 82 88 79 83
Total 1134 329 1082 357 187 52 -27 142 430 480 409 441

*Excludes Greece. Sources: National treasuries, European Commission, Bloomberg, BNP Paribas
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Discussion points

1. How big is the risk of a long and durable stagflation worldwide. 

2. Is the deterioration of market depth and liquidity temporary or structural (without QE, 
more limited capacity for intermediation and more regulations)

3. How implements active QT without resulting in another huge selloff – BoE example?

4. Is the failed auction in Germany in October (new 7y Bund) a one-off or a trigger to 
change issuing models  (new environment, coming QT and remaining important 
borrowing needs from sovereigns) 
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the subject securities, issuers, or markets; and that no part of their compensation was/is/will be directly or indirectly related to the expressed recommendation or views.

To the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever (including in negligence) for any direct or consequential loss arising from any use of, or reliance on,
material contained in this publication even where advised of the possibility of such losses.

This document was produced by a BNPP group company. This document is for the use of intended recipients and may not be reproduced (in whole or in part) or delivered or transmitted to any other
person without the prior written consent of BNPP. By accepting this document you agree to this.

Neither DTCC Solutions LLC nor any of its affiliates shall be responsible for any errors or omissions in any DTCC data included in this commentary, regardless of the cause and, in no event, shall DTCC or 
any of its affiliates be liable for any direct, indirect, special or consequential damages, costs, expenses, legal fees, or losses (including lost income or lost profit, trading loses and opportunity costs) in 
connection with this publication.

Please click here to refer to our Data Protection Notice.

© BNPP (2022). All rights reserved.

IMPORTANT DISCLOSURES by producers and disseminators of investment recommendations for the purposes of the Market Abuse Regulation:
Although the disclosures provided herein have been prepared on the basis of information we believe to be accurate, we do not guarantee the accuracy, completeness or reasonableness of any such
disclosures. The disclosures provided herein have been prepared in good faith and are based on internal calculations, which may include, without limitation, rounding and approximations.

The date and time of the first dissemination of this investment recommendation by BNPP or an affiliate is addressed above.

BNPP and/or its affiliates may be a market maker or liquidity provider in financial instruments of the issuer mentioned in the recommendation.

− CREDIT

https://cib.bnpparibas/data-protection-notice/


LEGAL NOTICE

BNPP and/or its affiliates may provide such services as described in Sections A and B of Annex I of MiFID II (Directive 2014/65/EU), to the Issuer to which this investment recommendation relates. However, BNPP is
unable to disclose specific relationships/agreements due to client confidentiality obligations.

Section A and B services include A. Investment services and activities: (1) Reception and transmission of orders in relation to one or more financial instruments; (2) Execution of orders on behalf of clients; (3) Dealing
on own account; (4) Portfolio management; (5) Investment advice; (6) Underwriting of financial instruments and/or placing of financial instruments on a firm commitment basis; (7) Placing of financial instruments without
a firm commitment basis; (8) Operation of an MTF; and (9) Operation of an OTF. B. Ancillary services: (1) Safekeeping and administration of financial instruments for the account of clients, including custodianship and
related services such as cash/collateral management and excluding maintaining securities accounts at the top tier level; (2) Granting credits or loans to an investor to allow him to carry out a transaction in one or more
financial instruments, where the firm granting the credit or loan is involved in the transaction; (3) Advice to undertakings on capital structure, industrial strategy and related matters and advice and services relating to
mergers and the purchase of undertakings; (4) Foreign exchange services where these are connected to the provision of investment services; (5) Investment research and financial analysis or other forms of general
recommendation relating to transactions in financial instruments; (6) Services related to underwriting; and (7) Investment services and activities as well as ancillary services of the type included under Section A or B of
Annex 1 related to the underlying of the derivatives included under points (5), (6), (7) and (10) of Section C (detailing the MiFID II Financial Instruments) where these are connected to the provision of investment or
ancillary services.

BNPP and/or its affiliates do not, as a matter of policy, permit pre-arrangements with issuers to produce recommendations. BNPP and/or its affiliates as a matter of policy do not permit issuers to review or see
unpublished recommendations.

BNPP and/or its affiliates acknowledge the importance of conflicts of interest prevention and have established robust policies and procedures and maintain effective organisational structure to prevent and avoid
conflicts of interest that could impair the objectivity of this recommendation including, but not limited to, information barriers, personal account dealing restrictions and management of inside information.

BNPP and/or its affiliates understand the importance of protecting confidential information and maintain a “need to know” approach when dealing with any confidential information. Information barriers are a key
arrangement we have in place in this regard. Such arrangements, along with embedded policies and procedures, provide that information held in the course of carrying on one part of its business to be withheld from
and not to be used in the course of carrying on another part of its business. It is a way of managing conflicts of interest whereby the business of the bank is separated by physical and non-physical information barriers.
The Control Room manages this information flow between different areas of the bank where confidential information including inside information and proprietary information is safeguarded. There is also a conflict
clearance process before getting involved in a deal or transaction.

In addition, there is a mitigation measure to manage conflicts of interest for each transaction with controls put in place to restrict the information flow, involvement of personnel and handling of client relations between
each transaction in such a way that the different interests are appropriately protected. Gifts and Entertainment policy is to monitor physical gifts, benefits and invitation to events that is in line with the firm policy and
Anti-Bribery regulations. BNPP maintains several policies with respect to conflicts of interest including our Personal Account Dealing and Outside Business Interests policies which sit alongside our general Conflicts of
Interest Policy, along with several policies that the firm has in place to prevent and avoid conflicts of interest.

The remuneration of the individual producer of the investment recommendation may be linked to trading or any other fees in relation to their global business line received by BNPP and/or affiliates.

IMPORTANT DISCLOSURES by disseminators of investment recommendations for the purposes of the Market Abuse Regulation:

The BNPP disseminator of the investment recommendation is identified above including information regarding the relevant competent authorities which regulate the disseminator. The name of the individual producer
within BNPP or an affiliate and the legal entity the individual producer is associated with is identified above in this document. The date and time of the first dissemination of this investment recommendation by BNPP or
an affiliate is addressed above. Where this investment recommendation is communicated by Bloomberg chat or by email by an individual within BNPP or an affiliate, the date and time of the dissemination by the
relevant individual is contained in the communication by that individual disseminator.

The disseminator and producer of the investment recommendations are part of the same group, i.e. the BNPP group. The relevant Market Abuse Regulation disclosures required to be made by producers and
disseminators of investment recommendations are provided by the producer for and on behalf of the BNPP Group legal entities disseminating those recommendations and the same disclosures also apply to the
disseminator.

If an investment recommendation is disseminated by an individual within BNPP or an affiliate via Bloomberg chat or email, the disseminator’s job title is available in their Bloomberg profile or bio. If an investment
recommendation is disseminated by an individual within BNPP or an affiliate via email, the individual disseminator’s job title is available in their email signature.

For further details on the basis of recommendation specific disclosures available at this link (e.g. valuations or methodologies, and the underlying assumptions, used to evaluate financial instruments or issuers, interests
or conflicts that could impair objectivity recommendations or to 12 month history of recommendations history) are available at https://globalmarkets.bnpparibas.com/gmportal/private/globalTradeIdea. If you are unable to
access the website please contact your BNPP representative for a copy of this document.

For country specific disclaimers (UK, France, Germany, Belgium, Ireland, Italy, Netherlands, Portugal, Spain, Switzerland, Canada, United States, Brazil, Turkey, Israel, Bahrain, South Africa, Australia, China, Hong 
Kong – Branch, Hong Kong – Securities, India – Branch, India – Securities, Indonesia, Japan – Branch, Japan – Securities, Malaysia - BNPP Malaysia Berhad, BNPP - Capital (Malaysia) Sdn Bhd, Malaysia Labuan 
Branch, Singapore - Branch, South Korea – Branch, South Korea – Securities,  Taiwan – Branch, Taiwan – Securities, Thailand, Vietnam). Please see the attached link
Some or all of the information contained in this document may already have been published on https://globalmarkets.bnpparibas.com

− CREDIT

https://globalmarkets.bnpparibas.com/gmportal/private/globalTradeIdea
https://globalmarkets.bnpparibas.com/gm/commons/documents/Country_CTDA_disclaimer.pdf
https://globalmarkets.bnpparibas.com/
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