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Strait of Schrédingr

(itis both open and closed
at the same time!)

Global economy
Resilient growth...



Activity surveys have improved
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China and “dark” shipping through the Strait of Hormuz
have dramatically reduced the oil supply shortfall

13

12

11

10

Net crude oil imports
(million barrels per day)

China
2025

2023-24

25

20

15

10

Rough estimate of the current shortfall of crude oil

and petroleum products
(million barrels per day, August 2026)

1
I

Feb. 2026 Current Rerouting China

flows™ inventories' East supply
drawdown increase in before the
supply war
Transit through Other flows

the Strait of Hormuz

(*) Kpler estimate including dark transit

Non Middle Excess Shortfall

Sources: EIA, LSEG Datastream, Candriaom SEPTEMBER 2026



Still, upward pressures on petroleum product
and natural gas prices are likely to persist
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China

Losing momentum...
despite an exorbitant trade surplus!



Growth has slowed and is running below the official target
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The household saving rate is creeping up
and consumer confidence remains depressed
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The contribution of consumer spending to growth has eroded
and is now well below its pre-pandemic level
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After more than 5 years of contraction,
residential investment continues to weigh on activity
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Business investment has also weakened

Contribution
to real GDP growth
. (% year on year)
GDP

3 \N\
4
2
(VI
-2

15 16 17 18 19 20 21 22 23 24 25

15

10

-10

-15

Fixed asset investment by industry
(% year on year growth of investment cumulated since the start
of the calendar year, January 2023 — July 2026)

Infrastructure

18
15
12
| 9

Manufacturing

0

Real estate

Memo.

Investment share
(% of GDP, by industry)

Manufacturing

Ve

6 :
Infrastructure

Real estate

04 07 10 13 16 19 22 25

Sources: LSEG Datastream, Haver Analytics, Candriam SEPTEMBER 2026



With the economy losing momentum, authorities have pledged
greater support... but have been hesitant to follow through!
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Since 2020, China’s trade surplus has been
largely buoyed by cars and electrical equipment
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For Ching, to rely on an ever-growing trade surplus to achieve
its growth target is becoming more challenging
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United States

An economy increasingly driven by Al



Private domestic demand has been solid,
but its drivers have changed

Contribution to private domestic demand growth
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Memo. Components of domestic demand
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Business investment has been supported by Al investment...
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... but has recently been broadening beyond Al
and capex intentions remain resilient
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The contribution of Al investment to growth
is likely to moderate from 2027 on

Al related investment*
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Residential investment has been week across all components
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Higher interest rates and elevated home prices
should continue to weigh on residential investment

Interest rates and
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Consumption has held up thanks to a decline in the saving rate
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The inflationary impact of tariffs and gasoline prices
has largely run its course

Estimate of tariffs effect
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The labor market is holding up,
but is less tight than it appears
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Household purchasing power
should recover only gradually as inflation eases
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Rising financial wealth could, however, continue to provide
some support, although gains remain heavily concentrated
among the wealthiest households
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GDP should keep growing slightly above 2% in 2026-27
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Core PCE inflation should continue to recede... gradually!
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The Fed faces a difficult task... made even harder
by the new chair’s distaste of forward guidance!

Inflation:
above Fed target?
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Long term yields are likely to remain under pressure...

Fed funds rate and expectations
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... With a persistently large fiscal deficit, more corporate bonds
iIssuances, and a shifting composition of U.S. Treasury holders

Federal government debt
(% of GDP)

CBO baseline
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(*) The House passed a budget
resolution for FY 2027.. but the
expected $7.6 trillion of government
savings measures over 2027-36 are
unspecified!
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Memo. Interest rate differentials and euro dollar exchange rate

Interest rate differentials and euro dollar exchange rate
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Euro area =
Growing.. but challenges lie ahead




Despite the rise in energy prices, activity has been holding up...
exceptin France!

Real GDP growth
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Memo. GDP and its components by country

(2016 Q1 = 100, volume)

Private consumption Government consumption IPP investment Exports of goods
120 130 160 130
115 125 150 > France

Germany P 120 Italy
110 Germany 120 140 = Germany France
, ApZ— France 45 France 130 Italy A
105 [V\/ Italy 110 120 110 Vi ! Germany
1 OO r / T T T T 1 1 05 ‘L /
95 100 -
90 ‘ 95

Italy

110 100 1A T T T T T
100 | ,
90 90 \
16 17 18 19 20 21 22 23 24 25 26 1617 18 19 20 21 22 23 24 25 26 16 17 18 19 20 21 22 23 24 25 26 16 17 18 19 20 21 22 23 24 25 26
Dwellings Non-residential building Equipment investment Exports of services
200 220 140 180
200 Italy Italy
180 130 160
180
160
160 120 . 140 Italy
140 France
0 Italy 140 110 /j 120 2 Germany

. 120 _ s=~<—C France /r N A/\\./"' France %
100 - rance 100 *4%" 100 % Germcmy100 "

Germany
80 80 90 80

1617 18 19 20 21 22 23 24 25 26 1617 18 19 20 21 22 23 24 25 26 1617 18 19 20 21 22 23 24 25 26 16 17 18 19 20 21 22 23 24 25 26

N\

36 N7
Sources: LSEG Datastream, Eurostat, Candriom SEPTEMBER 2026



As oil prices have receded, PMis have rebounded,
pointing to continued growth at the start of the third quarter
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The EC economic sentiment has also recovered,
and the labor market has stabilized

EC economic sentiment

index and GDP growth
(European Commission survey)
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Employment and firms’ expectations
(European Commission survey)
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Perceived demand has improved recently

and should support business investment

Equipment and IPP* investment versus perceived demand

Euro area**
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Residential investment is however likely to remain lackluster...

House purchase loans demand
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... as higher interest rates and elevated home prices
are weighing on housing affordability

Mortgage interest rates Housing price Housing unaffordability index
(%, new business) (2019 Q4 =100) (2019 Q4 =100)
5 150 300
Germany 140 250 Germany
Italy
4 France 130 ::t':l;‘lce
Italy 200
120
German
3 110 ‘7é France Y
M.\ 150
2 W, . 100 =~~~
AN o 0 D\ g
1 [ T T T T T T T T T 1 80 [ T T T T T T T T T 50 [ T T T T T T T T T
17 18 19 20 21 22 23 24 25 26 17 18 19 20 21 22 23 24 25 26 17 18 19 20 21 22 23 24 25 26
NN
41 W

Sources: LSEG Datastream, ECB, Candriam SEPTEMBER 2026



0

-10

-20

-30

-40

Household confidence is gradually improving...
but remains below its pre-war level

Euro area

VAN

16 18 20 22 24

- Consumer confidence

42

26

10

-10

-20

-30

-40

Consumer confidence
Germany France Italy
10 10
1, ML 0 0 .
1| ‘
|I||||||||||I i WW\ | ‘ q
| -10 -10 i
R I 1) e
‘ A\, l -20 \" A " H’ “ -20 | ‘} H
f .30 { .30
-40 -40
18 19 20 21 22 23 24 25 26 18 19 20 21 22 23 24 25 26 18 19 20 21 22 23 24 25 26
Netherlands Belgium
20
— Consumer confidence 10 HI
= Unemployment* 0
=== Major purchases at present
-10
== Financial situation*
-20
(*) Next 12 months -30
-40 -
18 19 20 21 22 23 24 25 26 18 19 20 21 22 23 24 25 26

%
W

Sources: LSEG Datastream, Candriam SEPTEMBER 2026



Transportation fuel prices are likely to stay high
as refinery constraints persist

Crude oil price

(Brent, $ per barrel)
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Natural gas prices could face upward pressures
as inventories need to be replenished ahead of winter...

Natural gas price

(€ [ MWh)
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... pushing electricity prices higher

Natural gas and electricity

prices on markets

(February 2026 = 100)

Natural gas

Electricity
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Electricity production
(European Union, 2023, % of total)

Solid fuels
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1.7 Oil
Nuclear

power
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In electricity markets, prices are typically set by the marginal
producer, meaning the last (and most expensive) power plant
needed to meet demand at a given moment.

In Europe, this is often a gas-fired plant, especially during
peak periods or when renewable output is low. As a result,
even if cheaper sources like renewables or nuclear dominate
the energy mix, the price of electricity is frequently driven by
gas costs.

This explains why fluctuations in gas prices can have a
significant impact on overall electricity prices across European
markets even though they only represent a moderate share of
electricity production (9% in 2024)

CPI - Natural gas and electricity
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Overall inflation should — gradually! — recede...

Contribution

to total inflation
(% year on year)

Consumer price index
(January 2018 =100)
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... and households should regain some purchasing power

(% year on year)
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Despite resilient world demand,

euro area exports growth has been subdued

Exports and external demand
(% year on year, volume)
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Over years, China has increasingly gained market shares...

at the expense of Germany!

Export performance China share in euro area

by country exports and imports
(2019 Q4 =100) (%)
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China and Germany share

in euro area imports by product
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While German fiscal policy will continue to support activity

in 2027, NextGen EU is set to become a drag

Germany defense spending
(€ billion, cumulated since January of each year)
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After being supportive in 2026,
fiscal policy will at best be neutral in 2027
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Against a challenging backdrop,
activity is expected to accelerate only modestly in 2027

Total inflation Real GDP growth
(% year on year) (% year on year)
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Up to now, core inflation has remained contained
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Despite a low unemployment rate,
the labor market is not really tight
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The ECB has no reason to hike much more...

after its September move!

ECB interest rate expectations
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Long term rates could however be impacted
by rising US rates and political uncertainty

German vs US interest rates
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Focus. Euro area long term challenges




Europe suffers from a structural growth shortfall

Investment per employee
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Since 2010, persistent underinvestment across the euro area...
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For some countries, stabilizing public debt to GDP ratios
requires a significant effort

Government primary balance

Primary balance reduction needed over 2026-2032 (% of GDP)
to stabilize the debt to GDP ratio 6
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Memo. Public debt trajectories

Public debt
(% of GDP)
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Disclaimer.

This is a marketing communication. This document is provided for information and educational purposes only and may contain Candriaom’s opinion
and proprietary information. This document does not constitute an offer to buy or sell financial instruments, nor does it represent an investment
recommendation or confirm any kind of transaction, except where expressly agreed. The opinions, analyses and views expressed in this document
represent Candriam’s views only. Although Candriom selects carefully the data and sources within this document, errors or omissions cannot be
excluded a priori. Candriom cannot be held liable for any direct or indirect losses as a result of the use of this document. The intellectual property
rights of Candriam must be respected at all times, contents of this document may not be reproduced without prior written approval.
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