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Euro zone and European Union: a generalized slump with a recovery

starting in Q3 2009

Euro zone : GDP (YoY,%
(YoY,%) Euro Zone : GDP (YoY,%)
6,0
6
4,0
4
20
2
0,0
200 0
40 2
60 4t
8,0 6
— Euro Zone — France —— Germany — Italy — European Union exc. Euro Zone and United Kingdom
— Euro Zone exc. France, Germany, Italy, Spain
—— United Kingdom
Spain

Ce document est confidentiel et établi a I'intention exclusive de son destinataire. Toute diffusion de ce document ou toute publication totale ou partielle, est
interdite, sauf autorisation expresse. Les informations présentées sur ce document vous sont transmises a titre purement indicatif, ne présentent pas de

-‘-
A ’ , , doour s 2 . ! Z/\s Qroupama
caractére contractuel et en conséquence, n'engagent pas leur auteur. Bien gu'issues de sources considérées comme fiables, elles ne peuvent étre exemptes

d'erreurs accidentelles. Les performances passées ne sont pas un indicateur fiable des performances futures.
Asset Management




Eurozone and EU: overcapacity has never been so high in the last 60 3
years. It entails a long and painful adjustment in capital depreciation
that fosters debt reduction in the business sector.

Capacity utilization rates (standardized, in standard deviation
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we consider that overcapacities exist. Sources : Datastream, Groupama Asset Management
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EURO ZONE : the deterioration in profits shows that the adjustment in

th business sector has just started

ZONE EURO : OPERATING MARGINS (GDP DEFLATOR/ UNIT LABOUR COST)
(YIY, %)
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EURO ZONE : the deterioration in profits precludes business from

improving its capital position soon. The financial situation of non-
financial corporations was still deteriorating in the 2" half of 2009

EURO ZONE : DEBT / NET PROFITS OF NON-FINANCIAL CORPORATIONS (annual mean)

24,0

22,0

20,0

18,0

16,0

14,0

12,0

10,0
Q4 1999 Q4 2001 Q4 2003 Q4 2005 Q4 2007 Q4 2009

Sources : Datastream, Groupama AM

Ce document est confidentiel et établi a I'intention exclusive de son destinataire. Toute diffusion de ce document ou toute publication totale ou partielle, est
interdite, sauf autorisation expresse. Les informations présentées sur ce document vous sont transmises a titre purement indicatif, ne présentent pas de
caractére contractuel et en conséquence, n'engagent pas leur auteur. Bien gu'issues de sources considérées comme fiables, elles ne peuvent étre exemptes
d'erreurs accidentelles. Les performances passées ne sont pas un indicateur fiable des performances futures.

7]‘& Groupama

Asset Management




EURO ZONE : financial debt to cash flow ratio remains high and is still rising

EURO ZONE : LIABILITIES / CASH FLOW (annual mean)
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EURO ZONE : GDP deflator still slowing down. Deflation threatening but
should be avoided. Conversely inflation is not a worry for a long time to come

Euro Zone: price indexes
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EURO ZONE : expectations of deflation will intensify the fall in labour

compensation growth

Euro Zone: inflation expectations and labour compensation
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— Inflation expectations (next 12 months)
—— Labour compensation per employee (%YoY, right scale)
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EURO ZONE: loans to non-financial corporations keep on shrinking. Loans to 9
households stagnated in october and November 2009.

Euro Zone: credits (YoY %)

— Loans to households
— Loans to non-financial corporations
—— Loans to non-monetary financial intermediaries
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EURO ZONE : household loans to disposable income ratio

begins to decline. The adjustment is far from over and will induce arise in
saving and a low consumption growth with an outright fall in some countries

Euro Zone: households loans / gross disposable income (%)
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Scenario 2010 for Euro zone

eGrowth: 0.8 to 1.3% in Euro zone against 1.5 to 2.0% in US and 1.0 to 1.5% in
Japan.

eInflation (core): 0 to 1% in Euro zone, same in US, -1.5 to-1.0% in Japan

eThe source of growth will be exports to emerging market countries boosted by
what remains of stimulating fiscal policy

eThe impediments to growth will be located in all the components of private

domestic demand:
—Overcapacities and weak balance sheets will impair productive investment
—Deterioration in labor income, rising unemployment and reduction in debt/income
ratios will be conducive to negative consumption growth
—The end of cash to clunkers will depress purchases in durables
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