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What was agreed 

EU leaders met yesterday to find an agreement on an EU recovery fund. Expectations 
were low as the complexity of the alternative financing source is high.  

Leaders endorsed the previous Eurogroup agreement on three important measures 
totalling €540 billion. These measures cover the ESM financing to support countries in 
the fight against the coronavirus, EIB credit guarantees and an EU unemployment 
insurance fund. These tools should be operational by June 1st.  

Regarding the recovery fund to finance the recovery programs, they agreed “in principle” 
but with little details on key issues such as time size, structure of the fund and time 
horizon. The negotiation moved away from eurobonds or coronabonds to whether 
financial support will come in the form of grants or loans. The European commission is 
supposed to come back with a precise proposal within the next 3-4 weeks. A key issue 
will be the link between this Recovery Fund and the EU budget. The EU budget for 2021-
2027 still needs to be agreed. Possible short-term solutions for 2020 will also be needed. 

 

What’s next? 

As mentioned, the tools linked to previous Eurogroup agreement on the ESM, EIB and 
EU insurance fund should be operational by June 1st. On the recovery fund and the link 
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to the EU budget, the European commission is supposed to come back with a precise 
proposal within the next 3-4 weeks. The lack of breakthrough is adding to the 
uncertainty about the speed and amplitude of the recovery and the damage done to 
income and confidence. We assume that a solution will be found. We also have the S&P 
rating agency announcing the conclusion of their rating review on Italy later today. That 
is worth keeping an eye on.  

Market reactions 

Yesterday, after the disappointment on the EU leader meeting and very weak PMI 
business survey data, US equity markets fell back closing broadly flat while Asian 
markets were down around -1% in most markets this morning. Europe started the 
session today around -1%. The euro fell further moving close to 1,07. Peripheral spreads 
moved higher again after the recent fall. The 10-year government bond yield hoovers 
around -0,43% in German and 0,61% in the US.  
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DISCLAIMER 
 

This marketing document is provided by the Wealth 
Management business of BNP Paribas, a French public limited 
company with a capital of € 2,499,597,122, registered office 16 
bd des Italiens 75009 Paris - France, registered at RCS Paris 
under number 662,042,449, authorised in France, under the 
number 662,042,449, approved in France by the Autorité des 
Marchés Financiers (AMF). As a marketing document, it has not 
been produced in accordance with regulatory constraints to 
ensure the independence of investment research and is not 
subject to the prior transaction ban. It has not been submitted 
to the AMF or other market authority. This document is 
confidential and intended solely for use by BNP Paribas SA, BNP 
Paribas Wealth Management SA and companies of their Group 
(‘BNP Paribas’) and the persons to whom this document is 
issued. It may not be distributed, published, reproduced or 
revealed by recipients to other persons or reference to another 
document without the prior consent of BNP Paribas. 
 
This document is for informational purposes only and does not 
constitute an offer or solicitation in any State or jurisdiction in 
which such offer or solicitation is not authorised, or with 
persons in respect of whom such offer, solicitation or sale is 
unlawful. It is not, and should under no circumstances be 
considered as a  prospectus. The information provided has 
been obtained from public or non-public sources that can be 
considered to be reliable, and although all reasonable 
precautions have been taken to prepare this document, and, in 
the event of any reasonable precautions, the accuracy or 
omission of the document shall not be recognised. BNP Paribas 
does not certify and guarantees any planned or expected 
success, profit, return, performance, effect, effect or profit 
(whether from a legal, regulatory, tax, financial, accounting or 
other point of view) or the product or investment. Investors 
should not give excessive confidence in theoretical historical 
information relating to theoretical historical performance. This 
document may refer to historical performance; Past 
performance is not a guide to future performance.  
 
The information contained in this document has been drafted 
without taking into account your personal situation, including 

your financial situation, risk profile and investment objectives. 
Before investing in a product, the investor must fully 
understand the risks, including any market risk associated with 
the issuer, the financial merits and the suitability of such 
products and consult its own legal, tax, financial and 
accounting advisers before making an investment decision. Any 
investor must fully understand the characteristics of the 
transaction and, if not otherwise provided, be financially able 
to bear the loss of his investment and want to accept such risk. 
The investor should remember that the value of an investment 
as well as the income from them may fall as well as rise and 
that past performance is not a guide to future performance. Any 
investment in a product described is subject to prior reading 
and to an understanding of the product documentation, in 
particular that which describes in detail the rights and duties 
of the investors and the risks inherent in an investment in that 
product. In the absence of any written provision, BNP Paribas 
does not act as an investor's financial adviser for its 
transactions. 
 
The information, opinions or estimates contained in this 
document reflect the author's judgement on the day of his 
drafting; they must not be considered as authority or be 
substituted by anyone in the exercise of his or her own 
judgement and subject to change without notice. Neither BNP 
Paribas nor any BNP Paribas Group entity will be liable for any 
consequences that may arise from the use of the information, 
opinions or estimates contained in this document. 
 
As a distributor of the products presented in this document, 
BNP Paribas may receive distribution fees on which you can 
obtain further information on specific request. BNP Paribas, its 
employees or Directors may hold positions in or relationship 
with their issuers. 
 
By receiving this document you agree to be bound by the above 
limitations. 
© BNP Paribas (2020). All rights reserved. 
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