summary
US Inflation has significantly exceeded

expectations in October, reaching 6,2%. The first Contents

rate hike should be sooner than previously

forecasted and is now expected in June 2022. In USD & GBP 2
that context, .the USD has appreciated against CHF & JPY 3
most currencies.

Regarding the EURUSD, the interest rate SEK & NOK 4
differential should widen. Indeed, the US Fed AUD & NZD 5
will probably decide 3 rates hike in 2022 and 4 CAD & CNY 6
more in 2023 while the ECB would only hike . .

once mid 2023. This should act as a powerful Commodity Currencies 7
support for the dollar over the coming year. We Forecast tables 8
change our 12-month target to 1.12. Disclaimer )

The concerns over inflation and Covid cases in
the Eurozone support the CHF, playing its role of
safe haven currency. We now expect less OUR TARGETS OVER

downside for the CHF over the coming months. THE NEXT 3 AND 12 MONTHS

We do not change our target for Scandinavian Gl Spot Target 3 Target 12
currencies. The EURSEK should remain stable. 09/12/2021 months  months
We still expect an appreciation of NOK versus o United States| EUR/USD 1,13 1,12 1,12
EUR. =@l United Kingdom| EUR/GBP 0,85 0,84 0,84

. _ o Switzerland| EUR/ CHF 1,04 | 1,06 1,08
Regarding the Russian currency, we see less £ Japan| EUR/JPY 12803 | 124 124
appreciation potential as the strong oil price o Sweden| EUR / SEK 10,26 | 10,00 10,00

momentum observed in 2021 started to fade. Norway| EUR /NOK 10,19 9,75 9,60

Potential new lockdowns could decrease the Japanf USD/JPY 11345 f 111 1

. . Canada| USD/CAD 1,27 1,25 1,25
demand for oil. = Australia| AUD/USD 0,71 0,73 0,73
For commodity currencies, we are revising I New Zealand] NZD/USD _ 0,68 0,70 0,70
down the potential of appreciation against the £ Rirsaszi‘; 3:3 // RBEE 753'5579 5'258 522(5)
dollar based on the new forecast for the interest < indial USD/ INR 75:52 76:0 78:0

rates differential. China| USD/CNY 634 | 650 6,50
Source: Refinitiv - BNP Paribas WM
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CURRENCIES FOCUS: DECEMBER 21

USD VIEW >>
TARGET 12M VS EUR: 1.12

The value of one euro (EUR/USD) fell from 1.16 to below
1.12. There was a small rebound of the euro recently,
but we expect it to be limited in amplitude and time.

The weakening of the euro was due to higher-than-
expected inflation data in the US and increased market
expectations that the US central bank will hike rates as
early as late Spring 2022. Adding to this, the COVID
situation has deteriorated rapidly in the Eurozone.
Certain countries, like Austria or Germany, have
already moved towards mobility restrictions or are
seriously talking about it. Hospital admissions have
been rising sharply including for emergency care.

The most important outlook change is regarding the
path of monetary policy in the US relative to the
eurozone. Indeed, we now expect the Fed to reduce
more rapidly the bond purchases over the coming
months. They should also use a more hawkish language
to pave the way for a first interest rate hike in June
2022. This compares to our previous assumption of Q4
2022. In total, we forecast three 25bp rate hikes by the
US Federal Reserve in 2022, followed by four more in
2023, with quantitative tightening (balance sheet
reduction) starting in March 2023. In contrast, the ECB
is expected to maintain a stimulative monetary policy
for longer. It should slow its bond purchases during
2022 and end net purchases in the first quarter 2023.
We forecast a first ECB rate hike of 10 basis points in
June 2023.

We expect sustained dollar strength. Most the recent
news and outlook changes are well priced. We
forecast the EURUSD to fluctuate around 1.12 both for
the coming 3 and 12 months.

GBP VIEW >>
TARGET 12M VS EUR: 0.84

The GBP experienced a lot of volatility in November, as
investors were unsure about potential rate decision the
BoE was about to take.

Macro-economic factors and rate decisions seem to be
the main drivers of the currency as of late. The British
pound depreciated sharply after the decision by the BoE
not to raise rates in November, but Governor Bailey
turned to a more hawkish stance following the most
recent meeting. Hence, we expect one interest rate hike
at the next meeting followed by another sequence
throughout 2022 and 2023, which is slightly less than
what seems priced in by markets now. Recent inflation
figures surprised strongly to the upside, with the
month-on-month figure posting at 1.1% and the year-
on-year at 4.2% in November. This further
strengthened our view of a December hike. Recent
business surveys suggest a strong British economy,
with the composite PMI index stabilizing at 57.7.

The UK's balance of payment turned less positive as
portfolio inflows slowed, but foreign direct investments
(FDIs) partially compensated them.

We forecast the EURGBP to fall to 0.84 (value of one
euro) by end 2021 and stabilize there (stronger GBP).

Regarding the GBPUSD, our 3- and 12-month targets
are now at 1.33. This suggests an almost lateral move
from the current levels (December 8th). We believe that
expectations of interest rate differentials are now well
priced into the market.
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CURRENCIES FOCUS: DECEMBER 21

CHF VIEW >>
TARGET 12M VS EUR: 1.08

The Swiss Franc appreciated in November and fell
below 1,05 (value of one euro).

The concerns over inflation and Covid cases in the
Eurozone lead to more appetite for safer currencies
such as the CHF. Moreover, the Swiss economy
continues to have strong momentum and inflation
standing at only 1,2% in October, far below other
developed markets. The manufacturing PMI business
survey remains very encouraging standing above 65 in
November.

Traders were surprised that the central bank (SNB) did
not intervene to defend the 1.05 threshold. It has done
so previously. However, the SNB will probably want to
avoid that the currency appreciates too much and
should intervene as a too strong currency will penalize
Swiss’ exporters. The SNB is unlikely to increase rates
in coming months and should pursue its FX
intervention to limit appreciation of the CHF.

Our previous outlook for a sharp rebound in the euro
looks unlikely now, given the increasing COVID cases
in the Eurozone. Hence, we adjust our 3-month and
12-month targets.

We adjust our one-year EURCHF target to 1.08 and
our 3-month target to 1.06. We thus still see a
potential for euro appreciation but much more
limited.
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JPY VIEW >>
TARGET 12M VS USD: 111

The Japanese Yen appreciated in November and in
particular at the end of the month. Investors were
looking for safe haven currencies in the face of the
uncertainty about the Omicron variant.

Core inflation was only at 0,1% in October on a year
over year comparison and the Bank of Japan should
remain structurally dovish. The Japanese economy has
been weak in over the third quarter, but exports could
recover with the expected reduction in disruptions in
the automobile sector and fiscal stimulus. In fact, the
government has announced a $691bn plan including
$488bn for immediate spending to support households
and firms most impacted by the pandemic. A recent
manufacturing PMI business survey reached 54.5 in
November suggesting strong expansion.

The persistent uncertainties surrounding Covid and the
search for safe haven currencies are factors playing in
favor of a slight appreciation of the JPY despite the
rising interest rate differential relative to the US.

Japanese portfolio flows have been net positive for
much of 2021 whereas foreign direct investments (FDI)
showed that outflows remain negative. The net
portfolio balance and the current account remains in
surplus.

We keep our 3-month and 12-month USDJPY targets
at 111 (value of one dollar). This suggests some
appreciation of the JPY from current levels
(December 8th),
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CURRENCIES FOCUS: DECEMBER 21

SEK VIEW >>
TARGET 12M VS EUR: 10.00

The SEK depreciated more than 3,5% in November
against the euro.

The inflation figures from October was 2,7% and house
price increased by 3% on a year-on-year basis. The
PMI Manufacturing business survey for November and
the PMI Services survey for October were respectively
at 63,2 and 68,7 remaining at high levels, but slightly
declining. Swedish domestic demand remains strong,
but delivery times and high energy prices are and will
continue to be negative contributors.

On November 24th, the central bank (Riksbank)
announced that they will leave the policy unchanged
until 2024. Indeed, the unemployment rate is still
above 8% and the fiscal policy could be needed to
relaunch the economy. Policymakers have also
announced that they may modestly reduce the size of
the balance sheet starting in 2023. The Riksbank and
ECB should remain accommodative and should tighten
at about the same time. In that context, we do not
expect a rise in the rate differential with the euro and
the EURSEK should remain close to 10.

Sweden's current account surplus offsets broadly
speaking the portfolio outflows.

We keep our EURSEK targets at 10.00 over the next
3 and 12 months (value of one euro). This suggests a
marginal depreciation for the SEK.

Source: Refinitiv Datastream, 09/12/2021

NOK VIEW >>
TARGET 12M VS EUR: 9.6

In November, the NOK lost all the ground it made in
October. The depreciation is explained by the recent
weakening of most fossil fuel prices including the
Brent. Qil prices could have reached a peak in Autumn
as the OPEC decided to produce more. Inflation came
out above expectations in November to reach 5.1%
year-on-year.

In the face of inflation, the central bank (Norges Bank)
is expected to continue its cycle of rate increases.
During its meeting on November 3rd, the Norges Bank
decided to keep the policy rate unchanged at 0,25%
and but has reiterated its willingness to increase rates
gradually. A second rate hike is expected in
December and three others in 2022.

The November Manufacturing business survey (PMI)
rose 5 points to 63,7 in a long series of increases. It
reflects the higher economic activity, higher wages
and higher inflation. This suggests the need for more
rate increases. We remain convinced that the rate
differential with the ECB will result in an
appreciation of the Norwegian Krone.

The country’s balance of payment remains very
positive, largely thanks to strong Brent prices.

We maintain our 3-month EURNOK target (value of
one euro) at 9.75 and our 12-month target at 9.60.
This suggests an appreciation of the NOK.
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CURRENCIES FOCUS: DECEMBER 21

RUB VIEW >>
TARGET 12M VS USD: 72

The Russian currency depreciated in November in light
of the change in expectations for US rates. The hawkish
Russian central bank, low indebtedness to GDP and
high fossil fuel prices are factors playing in favor of a
stronger ruble over the coming months. In October, the
CPI inflation was 7,4% on a year-on-year basis and
0,6% in a month-to-month basis. The inflation reflects
the strong domestic demand that exceeds production
capacity. The central bank’s inflation target is around
4% and so policymakers have not hesitated and
increased the policy rate by 75bp to 7,5% on the 22th of
October. If high inflation persists, the central bank
leaves the door open for further rate hikes. Business
surveys have been contrasted in October with the PMI
Manufacturing index at 51,6 and the PMI Services
index at 48,8.

We however anticipate less appreciation of the RUB
given the US interest outlook. Potential new lockdowns
could also decrease the demand for the oil. Moreover,
the build-up of Russian troops close to Ukraine’s border
will play negatively against the RUB in case of an
escalation of tensions.

Compared to long-term fundamentals, the Russian
currency looks undervalued.

We downgrade our target from 68 to 72 for the 3-
and 12-month horizon, suggesting less appreciation
potential compared to our previous scenario.
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CNY VIEW >>
TARGET 12M VS USD: 6.5

The Chinese currency remains stronger than our target
and moved sideways in a  6.38-6.4 range over
November.

In fact, economic and monetary uncertainties persist but
the newsflow is becoming less negative as the
government has taken several measures to boost energy
production and the mining sector in October. The zero
Covid case policy will continue to affect the economy
until the Winter Olympic Games are over. In that
context, the People’'s Bank of China will remain torn
between easing monetary policy to support growth and
tighten to prevent further excesses in construction and
real estate.

Inflation figures from October were low and in line with
forecasts reaching 1,4% on a year-on-year basis and
0,7% month-to-month. A November business survey
(Composite PMI) reached 52,2 and was higher compared
to last month.

The RMB continues to be supported by a strong balance
of payments and foreign investments.

We remain convinced that the authorities will continue
to intervene in order to preserve the relative weakness
of the currencies and the advantages it provides as a net
exporter.

We maintain our view on a 3-month and 12-month
horizon for USDCNY at 6.50. This suggests a slight
weakening for the CNY over the next year.

Source: Refinitiv Datastream, 09/12/2021
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CURRENCIES FOCUS: DECEMBER 21

Commodity Currency VIEW >>

Both currencies depreciated against the USD in
November as the rate differential should widen against
the USD. The approach of the two central banks
diverge. Australia’'s Central Bank will remain
accommodative while New Zealand has already
started tightening.

The NZD depreciated late November, after an
announcement of only 25bps rate hike against 50bps
expected. New Zealand's central bank continues to be
more active to fight inflation and rising property
prices. New Zealand recorded a 4.9% inflation rate in
Q3 on a year-on-year basis and house prices have
jumped more than 30% over the last year. The central
bank is expected to raise rates to 2% by the end of
2023 with potential further increases in 2024. The
manufacturing business survey (PMI) improved in
October at 54,3 versus 51,4. Economic fundamentals
remain well oriented.

In Australia, Q3 inflation was at 3% slightly below
expectations. The October Composite PMI business
survey was at 55,7 higher than previously. The
Reserve Bank of Australia will continue to purchase
government bonds until at least February 2022 and
should remain accommodative with no rates increase
expected for 2022. The weaker Chinese growth should
limit the upside for both currencies and especially for
the AUD. We expect both currencies to move sideways
over the coming months as new expectations
regarding the rate differentials versus the USD are
already priced. We did however adjust the targets.

For the AUD we adjust our 3-month target to 0.73
(value of one dollar) and maintain the 12-month at
0.73. For the NZD, we also change our 3-month
target to 0.7 (value of one NZD) and keep the 12-
month target at 0.7.

In November, the CAD weakened against the dollar.
The USDCAD rose from 1.24 to 1.28 (value of one
dollar), breaking through our 3 and 12-month targets.

With the recent fall in oil prices and higher
expectations for US rates, we now forecast less
appreciation potential for the CAD.

The central bank, which has its next meeting on
December 8th, has warned investors of interest rate
hikes as soon as April 2022. In fact, the inflation rate
stands at 4.7%, the highest since 18 years. The bank
views upside inflation risks as a great concern for the
stability of the economy.

The central banl outlook paints a rather positive
picture for Canadian the currency, but we turned less
bullish by adjusting our 12-month target as we have
revised our interest rate outlook for the US.

We maintain our USDCAD (value of one dollar)
target for the 3-month horizon at 1,25 and shift our
12-month target to 1.25 (value of one US dollar).
This suggests a more moderate upside for the CAD
over the next year.
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CURRENCIES FOCUS: DECEMBER 21 7

Target 3 months
(vs. EUR)

Target 12 months
(vs. EUR)

Spot

Trend Trend

09/12/2021

United States| EUR / USD 1,13 Neutral 1,12 Neutral 1,12
United Kingdom | EUR / GBP 0,85 Neutral 0,84 Neutral 0,84
Japan| EUR/JPY 128,03 Positive 124 Positive 124
Switzerland| EUR / CHF 1,04 Neutral 1,06 Negative 1,08
Australia| EUR / AUD 1,58 Positive 1,53 Positive 1,53
New-Zealand | EUR / NZD 1,66 Positive 1,60 Positive 1,60
Canada| EUR / CAD 1,43 Positive 1,40 Positive 1,40
Sweden| EUR / SEK 10,26 Positive 10,00 Positive 10,00
Norway| EUR / NOK 10,19 Positive 9,75 Positive 9,60
China| EUR /CNY 7,16 Neutral 7,28 Neutral 7,28
India| EUR/INR 85,23 Neutral 85,12 Negative 87,36
Brazil| EUR /BRL 6,29 Positive 6,16 Positive 5,88
Russia| EUR / RUB 83,05 Positive 80,64 Positive 80,64
Trend Target 3 months — Target 12 months
09/12/2021 (vs. USD) (vs. USD)
Eurozone| EUR /7 USD 1,13 Neutral 1,12 Neutral 1,12
United Kingdom | GBP / USD 1,32 Neutral 1,33 Neutral 1,33
Japan| USD /JPY 113,45 Positive 111,00 Positive 111,00
Switzerland| USD / CHF 0,93 Negative 0,95 Negative 0,96
Australia| AUD / USD 0,71 Positive 0,73 Positive 0,73
New-Zealand | NZD / USD 0,68 Positive 0,70 Positive 0,70
Canada| USD / CAD 1,27 Neutral 1,25 Neutral 1,25
China| USD / CNY 6,34 Negative 6,50 Negative 6,50
India| USD /INR 75,52 Neutral 76,00 Negative 78,00
Brazil| USD /BRL 5,57 Neutral 5,50 Positive 5,25
Mexico| USD / MXN 21,05 Positive 19,70 Positive 19,00
EMEA Russia| USD / RUB 73,59 Positive 72,00 Positive 72,00
South Africa| USD / ZAR 15,97 Positive 15,00 Positive 15,00
e USD Index|  DXY 96,27 | Neutral 96,17 Neutral 96,24
Source: Refinitiv - BNP Paribas WM
THE INVESTMENT STRATEGY TEAM
N N N
FRANCE BELGIUM LUXEMBOURG
Edmund SHING Philippe GIJSELS Guy ERTZ
Global Chief Investment Officer Chief Investment Advisor Chief Investment Advisor
Alain GERARD Edouard DESBONNETS

ASIA Senior Investment Advisor, Equities Investment Advisor, Fixed Income
Prashant BHAYANI ’S‘a",ie" lT'MMERMAgs -

Chief Investment Officer, Asia enior Investment Strategy,

Grace TAM

Chief Investment Advisor, Asia

The bank
for a changin
worl

=i BNP PARIBAS
998 WEALTH MANAGEMENT



CONNECT WITH US

£ Xv RinJo =

wealthmanagement.bnpparibas

DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Contrdle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates ("BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.

© BNP Paribas (2021). ALl rights reserved.
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