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+ The global cycle remains in expansion, but growth intensity is declining.
The services’ compartment is the main growth factor, as manufacturing is
far weaker.

+ There’s still a double-track between major and emerging economies,
with the global PMI for emerging economies still decreasing and under 50
(typically considered as the expansion/recession border), while the
formers’ is stable and above 50.

+ Growth is limited by a series of correlated factors, among which there
are China’s slowdown and the renminbi devaluation, the drop in raw
materials” and oil’s prices, volatility in financial markets and increased
geo-political risks.

WBANCA ALETTI



N e, GLOBAL
B I EXECUTIVE SUMMARY GOVERNANCE
+ In the USA growth is robust but twofold, with some signs of recession
in the industrial sector more than compensated by stable services and
internal demand. Latest data are lower than expected in practically all
major compartments of the economy, except the labour market where
employment is growing but wages’ growth is still modest.

+ General inflation grew in December by 0.5%, reaching almost the
highest point of the year, but downward pressures on energy prices
continue. The core index registered an increase by 0.2%, with trend rate
at 2.0%, highest since February 2013.

+ In this context, the FED began the normalisation of its monetary policy
in December, although there still is the trade off between its robust
domestic economy, with the exception of issues in the manufacturing
sector, and the uncertain global scenario. Forecasts are for a very slow
and gradual increase on rates in 2016, in line with macro data evolution.
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In the euro area, the economy continues to expand at a moderate but
steady pace. At an annualised quarterly basis, the growth rate is at its
highest since 2011. A disaggregated analysis highlights private
consumption’s persistent contribution, while foreign trade is slowing
growth and investment’s contribution is still missing.

+ At the moment, macroeconomic data indicate an absence of contagion
from emerging economies’ slowdown. Confidence is high, PMI surveys
point to a solid expansion rhythm in 2016.

+ Recovery continues to be supported by domestic demand thanks to
lower oil prices, interest rates and improving labour market. The euro
devaluation’s delayed effects must furthermore still completely manifest
themselves.

+ The December inflation flash estimate sees the headline rate at +0.2%
(same as November and well below ECB’s target) and core at +0.9%.
Monetary policy will thus remain very expansive, though not as much as
financial markets would like.
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Japan’s GDP grew by 1% in annualised terms in the third quarter of
the year, boosted by private consumption and exports, with a modest
contribution from investment and a negative contribution from
inventories. Leading indicators for the manufacturing sector remain
positive, pointing to an expansion for the beginning of the year.

+ The labour market remains robust with unemployment rate close to
absolute lows. Inflation remains still far from Bol’s targets, although in
slight recovery net of volatile components.

+ According to official data, in 2015 the Chinese economy grew by 7.0%
in the first two quarters and by 6.9% in the third in annual terms. Real
values are probably lower and leading indicators confirm that the
slowdown scenario is still the dominating one for the close future.
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2009 2010 2011 2012 2013 2014 2015E 2016E
us -2.8 25 16 2.3 2.2 24 24 2.2
EUROZONE -45 2.0 16 -09 04 0.9 1.5 1.6
GERMANY 56 4.2 36 04 01 1.6 15 1.7
FRANCE -29 2.0 2.1 02 07 0.2 1.1 1.3
ITALY 5.5 1.7 0.6 -2.8 17 -0.4 0.7 1.3
UK -4.3 19 16 07 1.7 2.9 24 2.0
JAPAN 5.5 4.7 04 1.7 16 -0.1 0.6 1.0
BRAZIL -0.2 76 4.0 1.8 2.8 0.2 -3.0 -1.2
RUSSIA 7.8 45 4.3 3.4 1.3 0.6 -3.8 0.0
INDIA 6.4 B.9 75 5.1 45 7.2 7.3 7.5
CHINA 9.2 10.4 9.3 7.7 7.7 7.3 6.9 6.5
AUSTRALIA 15 23 27 36 2.0 28 2.3 2.6
KOREA 07 6.5 3.7 2.3 29 3.3 25 2.9
. NRATON[®YOY) |
us -0.3 16 3.2 2.1 15 1.6 0.2 14
EUROZONE 0.3 16 2.7 25 1.4 0.4 0.1 1.0
GERMANY 02 1.1 25 2.1 16 0.8 0.2 14
FRANCE 01 1.7 2.3 2.2 1.0 0.6 0.1 1.0
ITALY 0.8 16 2.9 3.3 1.3 0.2 0.2 1.0
UK 2.2 3.3 45 2.8 26 15 0.1 1.3
JAPAN -1.3 -0.7 -0.3 0.0 04 2.7 0.7 0.8
BRAZIL 4.9 5.0 6.6 5.4 6.2 6.3 8.9 6.8
RUSSIA 117 6.9 B.5 5.1 6.8 7.8 15.5 7.9
INDIA 10.8 12.1 B.9 10.4 10.9 7.8 6.1 5.5
CHINA -0.7 3.3 5.4 2.7 26 2.0 15 1.9
AUSTRALIA 1.8 29 3.3 1.8 25 25 1.6 24
KOREA 2.8 3.0 4.0 2.2 1.3 1.3 0.7 1.6

Banca Aletti Forecast

Cons. Bloomberg (Dicls)
Historical Data
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The US Outlook
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The third estimate of US GDP for the third quarter of the year has been trimmed by one tenth
at 2.0%. Annualised quarterly growth rate has also been trimmed by one tenth at 2.1%, the
lowest value since the beginning of 2014. A breakdown of GDP highlights the dominating
contribution of private consumption, that confirms the solidity of domestic demand.

GDP (second estimate) GDP (third estimate)
ANNUALISED QUARTERLY RATES GROWTH CONTRIBUTIONS- GDP%

-1,5%
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Inventories have taken seven tenths percentage point from growth and remain high, despite
industry’s production levels’ cut. The inventory adjustment process is, unfortunately, still far
from over, thus representing a risk for the fourth quarter’s growth.
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Industrial production decreased by -0.6% in November, down for the third month in a row,
highlighting a pattern of clear weakness persistent since the beginning of 2015. The trend
rate is in negative territory for the first time since December 2009, registering a decrease by
-1.2% versus the previous year, lowest since six years. The leading indicator accelerated its
decline, at its lowest since 2009.
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Production’s negative evolution was influenced by the big drop in utilities” output (due to mild
weather in November) and in mining (penalised by low oil price), but manufacturing’s
stagnation highlights the sector’s widespread weaknesses. Machinery production, which is
strongly cyclical, registers a negative balance on an annual base by almost three percentage
points.

PRODUCTION: breakdown by industrial sector PRODUCTION: breakdown by industrial sector
Var % MoM Var % MoM
@® 3 month Min @® 3 month Min
% 3 month Max % 3 month Max
Manuf non Dur 0,6 - Manuf Durables 0,1 - o *x
Manuf ex Motor Vehicles 0,1 - Manuf ex Motor Vehicles 0,1 -
MANUFACTURING 0,1 - MANUFACTURING -0,1 -
Machinery 0,1 - Manuf non Dur -0,1 - *
Manuf Durables -0,2 | > TOTAL -0,4 - ()
TOTAL -0,6 - Machinery -0,5 ® *
Motor Vehicles -1,0 - () * MINING -0,8 - ® *~
MINING -1,1 | ® * Electric Power -1,5 - () *
Electric Power -3,7 - @ > Motor Vehicles -1,7 - () *
UTILITIES 4,3 | - () * UTILITIES -2,0 - () *
Natural Gas -9,6 - @ >* Natural Gas -6,8 4 @ *
0 8 6 -4 2 0 2 4 10 8 6 -4 2 0 2 4
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Apart from IP’s negative trend, the general level in macroeconomic data has been disappointing.
The surprise index entered negative territory, reaching mid 2015 lows; the twelve month
average reached 2009 lows...

SURPRISE — LONG TERM SURPRISE — SHORT TERM
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...the analysis of last month’s data flux confirms that statistics have been lower than expected in
all major compartments of economic activity, excluding the labour market.

SURPRISE — LAST MONTH
Breakdown by class of economic activity
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Surprise = (real data — survey median)/survey stdev
Heigth degli istogrammi is proportional to surprise intensity

Source : Bloomberg

"W BANCA ALETTF



European ik
Untversity
| " Institute

FIRMS” CONFIDENCE

e, GLOBAL
GOVERNANCE
Programme

Regional surveys carried out by the Fed’s local departments confirm worsened conditions in the
industrial compartment, with a sensible decline in the latest major surveys of 2015.
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The most important signal of manufacturing businesses’ confidence is at its lowest since the end
of the 2009 recession. The ISM index in December was at 48.2, further down from prior
month’s 48.6, lowest value in six and a half years. The statistic is well under the 50 point limit,

that separates economic activity’s expansion from contraction and is below consensus estimates
(49).

ISM MANUFACTURING ISM NEW ORDERS
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The figure is consistent with industrial production’s extremely weak trajectory we've witnessed
in the past year, penalised by a slowdown in global demand, by the dollar’s strength and the
negative turn in oil price. A partial improvement in sub-indexes relating to production (49.8 from

48.2) and new orders (49.2 from 48.9) is coupled with a marked decrease in the index on
employment.

ISM MANUFACTURING — DETAILS

Var % YoY

@ 3 Year Min
¥ 3 Year Max
® 6M Avg
Customer Inventories 1,5 @ [ J die
New Export Orders 1,0 - @e *
Supplier Delivery 0,3 - .r e
Production -0,2 - @ ® i
New Orders -0,8 - @ o A
ISM MANUF -1.8 — @ A
Employment -1,9 | @ I e
Imports -4,5 - @ ® Y
Inventories -6,5 @ ® YA
Backlog of Orders -9,0 @ e e
Prices Paid -16,5 - ® : g
-1I5 -1I0 -é o 5I 16 1I5
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In December the ISM services index slid to 55.2, well under consensus (56), the worst survey in
the last 20 months. While the index absolute level still points to a solid rhythm of expansion in
services, the growth trend is evidently slowing down in the past months, indicating weakness in

economic growth in general.
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ISM NON MANUFACTURING
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ISM NON MANUFACTURING: DETAIL

Business Activity 8,7
New Orders 8,2
Employment 5,7

ISM NON MANUF 5,3
New Export Orders 3,5
Inventories 3,0

Order Backlog 0,0
Prices Paid -0,3

Imports -1,0

Inventory Sentiment -1,0

Supplier Delivery -1,5

Var % YoY

@® 3YearMin
¥ 3 Year Max
® 6MAvg
L J ° *
L) [ *
L J o x
e %
[ *
L o Kk
L o Kk
L o *
L *
L *
(] *
5 0 5 10 15
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The obvious correlations between services and general manufacturing compartments are a
source of concern for the intensity of US growth in the medium term.
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Consumer confidence grew in December, by three points at 96.5, beating forecasts and
confirming historically high levels, close to 2007 peaks. Expectations have weakly improved, as
have current conditions. Furthermore, November data has been raised by over two points.

CONFERENCE BOARD: CURRENT CONDITIONS
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Increase in households’ confidence mostly reflects strong employment perspectives, but it's not
a full fledged growth. Uncertainty persists on the medium term, due to industrial compartment
tensions.
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High frequency data on households’ consumption in November shows signs of widespread
recovery in private spending, overcoming most of the past months’ uncertainty. Retail sales
have grown by 0.2%, the greatest increase of the last four months, with strong increases in
discretional components like sports and leisure, clothing, electronics. Sales have still been
penalised by decrease in gasoline station spending (-20% in annual terms).

RETAIL SALES — MONTHLY CHANGES RETAIL SALES— YEARLY CHANGES

Var % MoM
@® 3 month Min
Y 3 month Max

Var % YoY
@® 3yearMin
% 3 year Max

Sporting Goods 0,8 - ® Non Store Retail 7,3 () *
Clothing 0,8 - * Eating and Drinking 6,5 - () *
Eating and Drinking 0,7 - ® * Furniture 5,4 - [ ) *
Food Bevarage 0,7 - * Sporting Goods 5,4 - () *
Miscellaneous 0,7 - () * Motor Vehicles 4,0 - ( ) *
General Merch 0,7 - () * Health Pers. Care 3,5 - *
Non Store Retail 0,6 - () Miscellaneous 2,3 - J *
Electronics 0,6 - * General Merch 2,3 - o *
TOTAL 0,2 - H* Building Materials 2,2 () *
Health Pers. Care 0,0 - * Food Bevarage 2,1 - ® *
Building Materials -0,3 - * TOTAL 1,4 - o *
Furniture -0,3 - * Clothing 0,3 - *
Motor Vehicles -0,4 Electronics -2,3 - [ ] *
Gasoline Stations -0,8 - Gasoline Stations -19,9 4|. I *
3 2 0 1 25 20 45 10 5 0 5 10 15
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Retail sales trend growth rate (+1.4%) is only apparently weak compared to historical data. The

dynamic is decidedly more robust (+3.6%) net of petrol spending, due to low inflation, which
has significantly increased households’ purchasing power.

RETAIL SALES— YEARLY CHANGES CONSUMPTION AND WAGES
Changes— Real wages 3 month averages
° Var % YoY
3 Year Min
% 3 Year Max 10 45 16
Ex Gas 3,6 - ) “ {N\\ 4,0
5 .- -4
Ex Autos & Gas 3,6 - () * ! ‘| Tl ‘ 35
H1 ’
| L
Ex Bld mat, Autos, Gas 3,6 - () * 0 1 e L,
i 3,0
CONTROL GROUP 2,9 - ) * F
% HE T T ]
: X% S 2,5
TOTAL 1,4 - ° * 5 ‘l‘% Pooal M Toro
-‘:. %;4 :,' v Jf. \: #
Ex Autos 0,7 - * o 4 2,0
} A kY
-10 TR ! 2
x Autos & Building Materials 0,6 - * “ip H
= RETAIL SALS 2,2% sx ﬂ“’ 15
zx Food Service & Vehicles -0,3 . * === AVG HOURLY EARNINGS - MANUF 2,4%
—I a5 ** REAL AVG HOURLY EARNINGS - MANUF 2,2% 4
P 0 1 2 3 4 5 6 2002 2004 2006 2008 2010 2012 2014 2016
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The recent persuasive labour market report supports the Fed’s decision to the raise the official
rate. The unemployment rate is stable at a record low at 5%...

LABOUR MARKET
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NON FARM PAYROLLS 292,0
Total Private 275,0
Services 230,0
Business Services 73,0
Education 59,0
Construction 45,0
Temporary Help 34,4
Entity 12

Information 16,0
Financial 11,0
Manufacturing 8,0
Retail Trade 4,3

®
*

Var % YoY

® 6MAvg

3 Year Min
3 Year Max

® o *x

Q0 i

o
*

PAYROLLS: BY SECTOR

LABOUR MARKET

+211 K new jobs in November, above consensus (200 K); 509 K in the past two months only;
210 K on average since the beginning of the year... but weaknesses are not missing: still
another negative figure for manufacturing
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Payrolls 292,0
Ao a6m avg 229
........... historical avg 208
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LABOUR COSTS: LONG TERM

LABOUR COSTS

... and wages’ dynamics are not too exciting yet.

h‘ Avdi:j. Hourly Earniings YoY 2,52
' Avg. Weekly Earnings YoY 2,22
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Real estate market indicators confirm their robustness although not at peak levels. After
accelerating in the first half of 2015, reaching the past ten years’ highs, residential
compartment’s growth has normalised. The sector is destined to offer moderate but persistent

support to income formation.
HOUSING STARTS BUILDING PERMITS
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Upstream of the production line deflationary impulses still prevail, with the production prices
index clearly decreasing by over one percentage point.
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General inflation grew in December by 0.5%, reaching almost a full year’s highs, but downward

pressures on energy prices persist.

PUMP PRICE FOR GASOLINE
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The core index registered an increase by 0.2%, growing for the thirty first month in a row; the
core trend rate reached 2.0%, highest since February 2013.

INFLATION INFLATION
Changes Changes
Var % MoM Var % YoY
3 month Min Vear M
: 3 month Max : g K(eeaarrng
Ex Food Energy (CORE) 0,2 - L) Ex Food Energy (CORE) 2,0 - o *
Ex Food Shelter En 0,1 - @K Ex Energy 1,9 - o *
Ex Energy 0,1 - ® * Ex Food Shelter En 1,2 ° *
Ex Food 0,1 - ([ ] * ALL ITEMS 0,5 - ([ ) *
ALL ITEMS 0,0 - (] * Ex Food 0,3 - ()
Ex Medical Care 0,0 - [ * Ex Medical Care 0,2 () *
Ex food Shelter-0,1 1 @ Ex Shelter -0.9 - ) *
Ex Shelter -0,1 - [ ] Ex food Shelter -1,4 T *
T T T T 1
I T T T 1

N
w

-3 -2 -1 0 1
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The deflationary effect on energy prices is self evident.
INFLATION BY SECTOR INFLATION BY SECTOR
Changes Changes
Var % MoM Var % MoM
@® 3 month Min @® 3 month Min
¥ 3 month Max % 3 month Max
Tobacco 0,5 - ‘ * Tobacco 3,7 () *
Medical Care 0,4 - ® *x Housing OER Res 3,1 - ok
Education 0,3 >3 Medical Care 2,9 - [ 2
Services 0,3 L Services 2,5 [ 33
Housing OER Res 0,2 - @ Housing 2,1 - ox
Housing 0,2 - Ll Education 1,3 1 o *
ALL ITEMS 0,0 - o * Food Beverage 1,2 - ® *x
Food Beverage -0,1 - d * Recreation 0,6 -
Recreation -0,2 - @ * ,
A |03 ® ¥ ALLITEMS 0,5 - *
arel -0,3 -
PP . Apparel -1,5 () *
Transportation -0,4 - ()
N Commodities -2,9 - ® *
Commodities -0,4 - [ .
Eneray-13 | @ * Transportation -6,3 - () *
i j : ; ; Energy -14,8 - @ *
-5 -4 -3 -2 -1 0 1 T T T T T
-20 -15 -10 -5 0 5
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The FED has begun monetary policy’s normalisation in December, despite the trade-off between
robust domestic economy, except for issues in manufacturing, and global uncertainty.
Expectations are so for a very slow and gradual increase in rates for 2016, in line with macro

data evolution.

Compared to

October 2015
FOMC

* Inflation under 2%
target

* Signs of modest

wage growth

* Some indications
of downward
pressure on inflation

Inflation towards
2% in the

medium term
thanks to
elimination of

temporary energy
effects
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The Committee expects economic conditions
to evolve so to require only GRADUAL
INCREASES in the reference rate

MONETARY POLICY

FOMC December Meeting:

UNANIMOUS VOTE ON RATE
INCREASE

Time and intensity of rate adjustment will
depend on evolution of macro conditions

Since inflation persists below 2%, it is
necessary to carefully monitor inflation’s
progress towards target
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Rate on Fed Funds is destined to remain for
some time BELOW LONG TERM
EQUILIBRIUM LEVEL
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The average expected rate for the end of 2016 according to the Fed is at 1.375, same as
September; for the end of 2017 and 2018 rates are, respectively, at 2.375 and at 3.25.
These values are sensibly higher than those expected by the market (OIS), more in line
with Bloomberg’s survey of economists, median is 1.25 for end of 2016..

| FOMC DOT PLOT

5 |
1 | @ MinutesDec- |
| 15 |
4 1 Jun-15 Median t \
| | -
{ |=—=Sep-15Median L oeoonc
3 14— |
1 |
1 |
| [
2 | I
|
1 |
1 i
] I
{  cooooed |
0 t
| |
| I
-1 1
2015 2016 2017 2018 LonaerTerm
Dec-15 Median [0.375 [1.375 [2.375 3.25 3.5
Sep-15 Median 0.375 1.375 2.625 3.375 3.5
Jun-15 Median 0.625 1.625 2.875 3.75
QIS 0.863 1.371 1.674
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; FED: MACRO OUTLOOK

Percent
Median®
Varnasble 2015 | 2016 | 2017 | 2018 | Longer
run
Change in real GDP 2. 2.4 22 2.0 E 20
September projection| 2. 23 2.2 20 : 20
Unemplovment rate 5.0 4.7 4.7 4.7 E 4.9
September projection| 5.0 48 4.8 4.3 E 4.9
PCE inflation 04 16 19 20: 20
September projection| (.4 1.7 1.9 2.0 E 2.0
Core PCE inflation® 13 16 19 20
September projection| 1.4 1.7 1.9 2.0
Memo: Projected
appropriate policy path
Federal funds rate 0.4 1.4 24 33 35
September projection| 0.4 1.4 26 34 3.5
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OUR FORECASTS

The inflation profile is dominated by core index’s resilience.

INFLATION: NEW PROFILE

0.2
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®==® CPI HEADLINE i i

@==@ CPI HEAD

/N~/\ CPI CORE - historical data

/x==/\ CPI CORE

2013

2016

2017

"W BANCA ALETTI



Et:‘ropfsmy .; e, GLOBAL
" ‘f.,s'{?mit i OUR FORECASTS GOVERNANGE

Growth should continue, but at a moderate pace.

GROWTH — OCTOBER 2015 FORECAST

Oomm=® GDP QOQ ®=—=® FORECAST Ix==/\ GDP YOY lx=+/\ FORECAST
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DISCLAIMER

The content of the preceding pages has been prepared by Banca Aletti&C. S.p.A. ("Banca
Aletti”) together with the European University Institute. Banca Aletti — belonging to the
Gruppo Banco Popolare - is a broker authorized by law, listed in the Register of Banks,
number 5383.

With this document Banca Aletti proposes to its customers’ evaluation information retrieved
from reliable sources in the system of financial markets and - where deemed necessary -
its own opinion on the matter with possible commentary (notes, observations, evaluations).

We point out that the information provided, communicated in good faith and on the basis of
data available at the moment, could be inexact, incomplete or not up to date and is apt to
variation, even without notice, at any given moment.

This document cannot be in any way considered to be a sales or subscription or exchange
offer, nor any form of soliciting sales, subscriptions or exchange of financial instruments or
of investment in general and is neither a consulting in financial investment matters.

Banca Aletti is not responsible for the effects deriving from the use of this document. The
information made available through the present document must not be considered as a
recommendation or invitation on Banca Aletti’s side to accomplish a particular transaction
or to perform a specific operation.

Each investor should form his own independent persuasion, based exclusively on his own
evaluations on the opportunity to invest. The decision to undertake any form of financial
operation is at the exclusive risk of the addressees of the present disclaimer.

The source of all data and graphs is provided by Thomson Reuters where not otherwise
specified.
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