Trend Macrolytics, LLC
Donald Luskin, Chief Investment Officer

TI'EEI]_d Macro Thomas Demas, Managing Director

Michael Warren, Energy Strategist

Data Insights: Euro Area Recovery Monitor
Thursday, October 22, 2015

The ECB's struggle to build purchased assets (€ billions)
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Banking system dependency: borrowing from the ECB (g billions)
--- Total LTRO ™ Spain ™ Italy ™ Portugal ™ Ireland ™ Greece ™ France ™ Germany = Other
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Bank stability: 90-day LIBOR/OIS spreads —USD — EUR
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The credit drought: loans to non-financial businesses (YOY growth)
— |Loans to 1 year == Loans 1-5years - Loans 5 years plus --- Total

25% -
15% -

5% -

-5% -

-15% -
2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: ECB, TrendMacro calculations

Supply and demand for lending: ECB Bank Survey
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Sovereign stress monitor: 10-year bond spreads

2000 to present

- High - Low - Last

Trailing 1Zm

Germany
Spread to US
Last-1.41%

France
Spread to Germany
Last 0.35%

Italy
Spread to Germany
Last 1.20%

Spain
Spread to Germany
Last 1.35%

Greece
Spread to Germany
Last 8.60%

Portugal
Spread to Germany
Last 1.89%

Ireland
Spread to Germany
Last 0.66%

High 0.74%
Low -1.74%

High 1.32%
Low -0.01%

High 5.28%
Low 0.09%

High 5.52%
Low -0.05%

High 33.13%
Low 0.09%

High 14.61%
Low -0.54%

High 8.67%
Low -0.67%
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10-year sovereign bond total returns, trailing 12-months = EUR = USD

8.6%
8.6%

[ -. -_4-—,_L_,_L_,_—-. T

16.3%

3.6%

17.5%

10.9%
4.7%

o o x
i o -
Germany France Italy Spain Greece

Source: Bloomberg, TrendMacro calculations

18.4%
5.5%

Portugal

2.1%

Ireland

Jul 8
Sep 11 M
'WJKH\ ||r|1 I |
Oct 16 ‘IFLT\ L"l | f’llﬂlmj-
Mar 16 W
| Ih'ﬂ N IU‘
Oct 16 |/ \w I wﬂ "
Mar 6 LM o/
S
3

4%

£

-9.0%

us



Labor market in intensive care
ULC: Nominal, quarterly YOY  UE: - High
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2000 to present

Unit labor costs
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Purchasing Manager Indices

Manufacturing  Last  Prev 13-month history Services Last Prev 13-month history

Eurozone Sep 520 523 Eurozone Sep 53.7 544

UK Sep 515 516 UK Sep 53.3 556

Germany Sep 523 533 Germany Sep 541 549

France Sep 50.6 483 France Sep 519 50.6
Italy Sep 527 538 Italy Sep 50.8 51.8
Spain Sep 51.7 532 Spain Sep 551  59.6
Ireland Sep 53.8 536 Ireland Sep 624 621

T

Netherlands Sep  53.0  53.9

Austria Sep 525 505

Greece Sep 433  39.1

CzechRepSep 555 56.6
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Regional currency flight == Euro vs Swiss franc -+ Swiss National Bank floor ® SNB FX reserves
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Euro area consumer inflation, year on year
Country: M Headline ™ Ex-food and energy ™ Ex-energy  Euro area: == Headline == Energy == Ex-energy
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Draghi's dashboard: swap-implied inflation expectations
- b-year inflation-swap rate, 5 years forward
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