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US real GDP decelerated to 0.8% g-0-q saar in Q1:2016, from average quarterly growth of 2.0% in 2015. The slowdown was broad based
due to a moderation in private consumption, a decline in business investment and a negative net trade contribution.

Growth is expected to pick up to c. 2%-2.5% g-0-q saar in Q2, as consumption has rebounded and the housing sector remains strong. Net
trade will remain a headwind (-0.2 pps contribution in Q1), due to a strong USD and subdued external demand.

Private consumption will continue to be supported by higher spending power arising from the decline in oil prices as well as wealth
effects. Indeed, nominal core retail sales entered Q2:16 on a strong footing (+4.6% qoq saar from +2.8% in Q1), and consumer confidence
has improved. Moreover, motor vehicle sales have increased by 5.4% qoq saar in Q2 from -14.4% in Q1. However, a rising savings rate
may act as a brake to consumption, especially if employment creation slows.

The housing market recovery remains on track and continues to support the economy. Note that residential investment rose by 17.2% qoq
saar, adding 0.5 pps to overall growth in the first quarter. New and existing home sales have improved (hovering around multi-year highs
of 619k and 5.45mn, respectively, in April) and house prices continue to rise, with the Case-Shiller index increasing by 5.4% yoy in March.

Business investment data to date suggest a modest improvement in Q2, following two consecutive quarterly declines (-4.2% saar on
average in Q4:15/Q1:16) as the large declines in energy and mining expenditure will likely reverse following the rebound in oil prices. Note
that manufacturing production surprised positively in April, while the ISM manufacturing leading indicator has averaged 51, so far, in Q2
from 49.8 in Q1.

The decline in corporate profitability, exacerbated by the energy sector and the strong USD appears to be abating. According to NIPA
accounts, US corporate profits declined by 5.7% yoy in Q1 (0.3% qoq saar), from -11.5% yoy in Q4:15 (-7.8% qoq saar). Moreover, profit
margins remain high by historical standards (11.4% vs a long-term average 9.9%).

Fiscal stimulus will turn slightly positive in 2016, following an average subtraction from GDP growth of 1.1 pp per annum since 2010
(change in the cyclically-adjusted primary balance).

Job creation decelerated sharply in May, with nonfarm payrolls (NFPs) increasing by 38k -- the smallest gain since September 2010 --
following an increase of 123k in April and 196k on average in Q1:16. Other indicators (initial jobless claims, hiring plans) continue to
portray a brighter outlook for the labor market. The unemployment rate fell by 0.3 pps to 4.7% in May (low since Nov. '07), albeit due to a
decline in the labor force participation rate. Thus, labor market slack continues, putting pressure on wages. Indeed, average hourly
earnings stand at 2.9% (3m/3m annualized rate).

Following the latest labor market data, markets pushed back considerably their expected path for the Fed funds rate. Inflation remains
below the Fed's target (2%) and is unlikely to rise above 1.5% by end-2016. Thus, the Fed, which remained on hold in June, will err on the
side of caution with one or at best two rate increases in 2016 unless GDP resumes its upward trend towards 2%, NFPs revert to gains of
100k and inflation moves higher.
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GDP growth decelerated in Q1:16 United States

Retail Sales (3m/3m change annual)
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Leading indicators for the business sector point to a modest pick-up in Q2 United States
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Private consumption has improved in Q2 and will remain the main driver of growth United States

US Real GDP Growth 2014 Q115 Q2:15 Q3:15 Q4:15 2015 Q1:16 Q2:16e Q3:16e Q4:16e 2016e

GDP (YoY) 2,5 2,9 2,7 2,1 2,0 24 2,0 1,6 1,7 2,0 1,8
GDP (QoQ saar) - 0,6 39 2,0 14 - 0,8 2,3 2,3 2,6 -
Private consumption (QoQ saar) 2,7 1,7 3,6 3,0 2,4 3,1 1,9 3,6 2,7 2,7 2,7
Government consumption (QoQ saar) -0,6 -0,1 2,6 1,8 0,1 0,7 1,2 04 2.1 1,9 1,2
Investment (QoQ saar) 53 3,1 5.1 3,7 0,2 4,0 -1,9 -1,0 3,3 4,7 0,8

Residential (QoQ saar) 1,8 10,1 9,4 8,2 10,1 8,9 17,2 2,5 6,0 6,0 9,2

Non-residential (QoQ saar) 6,2 1,6 4,1 2,6 -2,1 2,8 -6,2 -2,0 2,6 4.4 -1,2
Inventories contribution (QoQ saar) 0,0 0,9 0,0 -0,7 -0,2 0,2 -0,2 -0,2 -0,1 0,0 -0,2
Net Exports contribution (QoQ saar) -0,2 -1,9 0,2 -0,3 -0,1 -0,6 -0,2 -0,1 -0,3 -0,3 -0,2
Exports (QoQ saar) 34 -6,0 5,1 0,7 -2,0 1,1 -2,0 -1,1 2,5 3,0 -0,2
Imports (QoQ saar) 3,8 7.1 3,0 2.3 -0,7 4,9 -0,2 -0,1 4,0 4,5 1,0

Source: BEA, Bloomberg, NBG estimates
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Labor market continues to tighten, albeit part-time employment has increased recently United States
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The unemployment rate decreased to an 8%z-year low of 4.7% in May, albeit due to a

w S United States
declining participation rate

% Unemployment Rate (left, inverted) % % = US Labor Force Participation Rate (left) %
g,(s) . —— Employment Growth (right, YoY) - 4 66,5 - Employment to Population Ratio (right) - 64
4,0 - -3 66,0 - - 63
4,5 -
5,0 - -2 65,5 - .
5,5 - L | B
g'g ! : e 61
72 -0 64,5 - B
7,0 -
80 F 64,0 1 - 60
85 - -2 63,5 - . 59
20 L 3 63,0 -
9,5 -
10,0 - L -4 62,5 - - 58
10,5 -
11,0 '5 62'0 T T T T T T T T T T T T 57
S 8§ 8 88 8 2 2 8 3 3 & 32 S 8§ 8 88 383 S 233 3 32 3
& €& & €& & & € & € ¢ & ¢ £ C € €& & € € € £ & ¢ ¢ ¢ ¢
&y Y Yy Ny My Y 8y O I
, , ' Continuing Jobless Claims (left) '
000s mmmm US Non-farm Payrolls 6-month average 200 e Initial Jobless Claims (right) 000s
450 1 - 450 7200 - - 800
400 - - 400
350 - - 350 6200 - - 700
300 - i - 300 5200 - / - 600
250 - I I 2s0
200 - ||| L il ; ; L 500 4200 - / - 500
150 ' | - 150 200 J W | 400
i L p
100 100 h.,.l\\m At
50 - | | | | | L o 2200 - - 300
0 1 1 1 1 1 1 1 1 1 II 1 1 II O
A A N ANAN N O N TFTFTNDWDODLWL WL OO 1200 T T T T T T T T T T T T 200
Al A A A A A A A A A A Ao 4 Ih © ~ 0 & O 9 N ™ < 0 ©
el L L L LN U LI R O O O O O O d d «H «d «d «H -«
52388238883 88838883882 I EE 2R EEEEREE G .

Labor Market Global Economic & Markets FactBook, June 2016 NBG Economic Research




Inflation has increased, as the effect from past oil price declines dissipates United States
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Market estimates for interest rate hikes remain benign, expecting one hike

United States

end 2017
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The housing market recovery continues, with new home sales at their highest since

United States

2008
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Mortgage delinquencies and foreclosures continue to decline, while house valuations :
United States

continue to increase
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Weak external demand limits the upside for exports, despite a modestly weaker

United States

USD
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In fiscal year 2016 (Oct. 2015 — Sep. 2016), the Federal budget deficit will increase for

United States

the first time since 2009 (2.9% of GDP from 2.5% of GDP in fiscal year 2015

US Federal Government Deficit (inverted, right) % ——— Cyclically Adjusted Balance (% of GDP) %
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The S&P500 overperformed its peers so far in Q2:16 (+0.8% vs -1.1% for the MSCI DM)

; " United States
and 2016 EPS estimates have stabilized
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The UST curve has bull-flattened, with the 10/2 spread at 89 bps, the lowest since 2007 United States
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US HY corporate spreads have narrowed significantly so far in Q2:16 (-86 bps), as

HY sector spreads fell by 444 bps (due to higher oil prices United States
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Euro area

Euro area real GDP accelerated to 2.2% qoq saar in Q1:16 from 1.7% qoq saar in Q4:15. Domestic demand remains solid, contributing 2.7
pps to growth in Q1:16, while weak net export growth -- due to a strong EUR and subdued global trade -- shed 0.5 pps. In Q2, growth will
continue to be supported by personal spending, private investment and fiscal spending.

Indeed, private consumption is expected to remain the main engine of growth as households continue to spend their oil-related gains in
disposable income amid an improving labor market and higher wages. In fact, retail sales rose by 3.2% qoq saar and consumer confidence
gained traction in Q2:16, increasing by 2.3 pts in May to an 8-month high of -7.0.

Business investment is expected to continue to recover due to the projected strengthening of domestic demand amid exceptionally low
funding costs and increasing profitability. Industrial production surged by 3.8% qoq saar from 1.5% qoq saar in Q4:15, albeit favorable
weather effects likely added to the upside surprise. Business surveys remain healthy in Q2:16, with the euro area composite PMI at 53.1 vs
53.2in Q1:16.

Modest fiscal easing due to tax cuts, reduced contributions for social security and increased expenditure related to the influx of refugees,
will continue to have a positive impact on growth. Specifically, the structural primary balance is expected to widen by 0.3 pps to -1.9% in
2016 from -1.6% in 2015, following an average tightening of +0.8 pps per annum in 2010-2015.

Improving credit conditions remain supportive to growth. Euro area bank loans to the private sector have been in positive territory for the
past 14 months (+0.9% yoy in April) and loans to non-financial corporations (NFCs) accelerated to their highest level since November
2011 in April 2016 (+1.2% yoy). Year-to-date, new banks loans to NFCs have averaged +€12.4 bn from +€1.8 bn in 2015 and -€8.5 bn in
2014.

The ECB, assuming Brexit is avoided, will maintain a “wait-and-see” stance (MRO rate at 0.0%, Deposit rate at -0.4%, asset purchases of
€80bn/month), as the balance of risks to growth has improved. Purchases of IG corporate bonds (June 8) and the first of four TLTRO-2
auctions (June 22) are expected to ease financial conditions further.

Headline inflation remains in negative territory (-0.1% yoy in May) and core inflation is subdued (0.8% yoy in May — below 1% for 2
consecutive months). For the negative output gap to narrow rapidly and core inflation to increase significantly, economic activity would
need to remain at its Q1 pace in 2016-2018. This is unlikely. Thus, the ECB will likely extend its asset purchases to beyond March 2017
(most probably in September 2016).

Despite the resilience of the domestic sector, protracted political uncertainty, mostly due to the UK referendum and upcoming elections in
Spain, France (2017) and Germany (2017) could disrupt the fragile euro area recovery. The ongoing refugee crisis, if it intensifies, could
boost Eurosceptic populism. 19
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Economic activity continued to gain momentum in Q1:16 Euro area
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In Q2:16, a moderation from the particularly strong performance in Q1:16 is likely Euro area

EA Real GDP Growth 2014 11 Q1:15 Q2:15 Q3:15 Q4:15 2015 || Q1:16 Q2:16f Q3:16f Q4:16f 2016e

GDP (YoY) 0,9 13 1,6 1,6 1,7 1,6 1,7 1,7 1,8 1,8 1,8
GDP (QoQ saar) - 2,2 1,5 13 1,7 - 2,2 1,8 1,6 1,5 -
Private consumption (QoQ saar) 0,8 1,6 1,3 2,2 1,3 1,7 2,2 2,0 1,8 1,7 1,8
Government consumption (QoQ saar) 0,8 2,1 1,1 1,2 2,0 1,6 1,6 1,6 1,0 1,0 1,3
Investment (QoQ saar) 1,3 6,2 0,3 2,0 5,9 2,7 3,4 2,0 2,0 2,0 3,0
Inventories contribution (QoQ saar) 0,0 0,7 -1,0 0,9 0,5 -0,1 04 -0,1 0,1 0,1 0,3
Net Exports contribution (QoQ saar) 0,0 -0,9 1,5 -1,4 -1,1 -0,1 -0,5 0,1 -0,1 -0,1 -0,4

Exports (QoQ saar) 4,1 6,3 6,5 1,6 2,7 5,1 1,7 2,0 3,0 3,1 2,5

Imports (QoQ saar) 4,5 94 3,5 5,2 5,6 59 3,0 2,0 3,5 3,5 3,7

Source: Eurostat, Bloomberg, NBG Estimates
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The decline in the unemployment rate continues (10.2% in April), albeit remaining so far

. . . : : ' Euro area
insufficient to spur a pick-up in compensation
% Euro Area Employment Growth % % Unemployment Rate o
038 - . Q0Q (left) Yo (right) - 25 2 4 France [ 275
06 - ) - 2,0 25,0 1 Germany - 250
) . L 1,5 22,5 - Italy - 22,5
0,4 - . | 10 20,0 - Spain - 20,0
0,2 -

I "I ||||| 0,5 17,5 - Euro area 17,5

0,0 - HJ-I. - 0,0 15,0 - - 15,0

-0,2 - 'l‘l n. - -05 12,5 - - 12,5
Ii

04 - - L0 00 /—"\ g - 10,0
’
- -1,5 =S
G ’ 7,5 < - 7,5
’ - -2,0
5,0 - - 5,0
-0,8 - - -2,5
< n (e} N~ [} (o)) o i o (09} < n (V] 2,5 T T T T T T T T T T T T 2,5
o o o o o o — — — — — — — ’ 4
T LY TTOLOLOTOLTOLTOLOG 508 8 B 3 89 2 8 93 494
© © © © © © © © © © © © © T T T T T T \ | | | | 1 1
= = =2 =2 =2 2 2 =2 =2 =2 =2 =2 =2 s 58 5 5 5 58 5 B 5 8 5B 5 5
- - - - - - - - - - - - -
% — Coqmpensatlon per Employee % —— Wages (YoY, left) 9% Euro Area Activity Rate %
4 Quarters Average
3,5 g - 35 % 8 73 - - 73
6 - Unemployment (3-month avg, _ @
inverted, right) 72 - In Q4:2015 - 72.6% - 72
3,0 - 3,0 -
5 71 - 71
- 8
2,5 - 2,5 4 - 70 - - 70
3 N -9 69 - - 69
2,0 - 2,0 - 10 68 - - 68
2 -
AR 67 - - 67
1,5 - 1,5 1
1 - 12 66 - - 66
1'0 - 1,0 O T T T T T T T T T 13 65 T T T T T T T T T T T T T T T T T T 65
— — OO TANNTSLLNONONO—ANMS LN
5838385383389 349 5 8 8 9 9 99 393 g NNNOOO0O0O0O0O0COO o o
el eNeNeNe) leleleNoNoNolo) ® &6 0 o o o o o o NONOO0O0O0O0O0O0OO00000000
NANNNNNNNNNSNNN N N N NN NN N 8« AEHEHANANNNNNNNNNNNNNNN
Source: ECB, Activity Rate: Total Labor Force / Working Age Population
Source: ECB, Compensation per Employee: the total remuneration that is payable to employees (salaries, bonuses, overtime payments and
employers’ social security contributions, divided by the total number of employees / Wages: indicator of Negotiated wage rates 23

Labor Market Global Economic & Markets FactBook, June 2016 NBG Economic Research




Inflation remains subdued (-0.1% yoy in May) Euro area
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The ECB will remain on hold at least until September 2016, except if “Brexit” occurs, in which

it ' Euro area
case it will likely loosen polic
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Starting on June 8, the ECB will conduct purchases of investment grade corporate bonds

e E
within its €80bn per month asset purchase uro area
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Credit conditions remain supportive of growth Euro area

Private Debt* as % of GDP Euro area Banks: Loans to the Private Sector Euro area Banks: Loans to Corporates
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The ECB Bank Lending Survey for Q1 points to further easing in credit standards and stronger

loan demand. The 2" round of TLTROs (due to begin on June 22) will provide further suppor AUi0 ElER
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The CA surplus stabilized in Q1:16 (3% of GDP), from a record high of 3.2% of GDP in Q4:15

Euro area
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The euro area fiscal stance is expected to turn modestly accommodative in 2016 for the first

. . . Euro area
time in five years

EA's G4 Countries Budget Balance (in € bn)
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EPS continue to deteriorate and, combined with higher market volatility mainly linked to Brexit, euro

" : : Euro area
area equities have underperformed their peers so far in Q2:16 (-6.4% vs -1.1% for the MSC|I DM)
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Bund yields reached record lows, with the 10Yr yield entering negative territory (-0.01%) Euro area
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The inclusion of IG corporate bonds in the ECB's APP (effective from June 8) is expected to put

Euro area
downward pressure on euro corporate bond spreads
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United Kingdom

UK real GDP was 1.4% qoq saar in Q1:16, down from 2.4% in Q4 and broadly in line with consensus. Private consumption remained the
main driver (+1.7 pps contribution) of growth. Exports declined (-1.1% qoq saar) due to weak external demand, while imports were
stronger (+3.3% qoq saar). As a result, net trade subtracted 1.4 pps from growth. In view of these imbalances, the current account deficit
has increased to a worrisome 5.1% of GDP, leaving the economy vulnerable to capital flows.

Consumption entered Q2 on a positive footing, with retail sales remaining strong in April (+4.2% yoy vs +3.8% yoy in Q1:16 on average).
However, uncertainty around the referendum could dampen confidence, prompting households to postpone spending. Indeed, the GfK
consumer confidence index decreased to -1 pt in May from +1 ptin Q1:16 and +2 pts in Q4:15.

In Q1:16, business investment fell 1.9% qoq saar due to significant cuts to oil and gas extraction investment in the UK (North Sea)
following the previous fall in oil prices. Business surveys, albeit improving in May, remain below levels recorded in the first quarter. On
average so far in Q2:16, manufacturing PMI stands at 49.8, from 51.5 in Q1:16 (and 53.1 in Q4:15). In a similar vein, services PMI stands at
52.9 in Q2:16, from 54 in Q1:16 (and 55.4 in Q4:15).

Overall in Q2, GDP growth is expected to decelerate towards 1% qoq saar as investment plans are deferred due to policy uncertainty
stemming from the upcoming EU membership referendum (June 23) and consumers turn cautious.

However, assuming a vote in favor of remaining in the EU, GDP growth is expected to rebound moderately in H2:2016 as contained
demand will be released (business investment, commercial real estate transactions, M&As).

The Bank of England, if the UK votes to remain in the EU, is likely to remain on hold during the course of 2016 seeking evidence that
growth is picking up and uncertainty fading. At the same time, weak inflation (+0.3% yoy in April) and soft wages support the “wait-and-
see” view.

Indeed, wage growth remains range-bound at 1.9% - 2.2% yoy since November 2015, following a peak of 2.9% in July (long-term
average: 2.9%). Meanwhile, the unemployment rate is showing signs of plateauing, remaining broadly stable for a 6th consecutive month
at around 5% in April. Employment growth has slowed considerably.

The EU membership referendum has led to a surge in volatility for the GBP, with the 1-month implied (by options) volatility of GBP/USD
currently standing at multi-year highs of 28.1%. Since mid-May, the British pound has lost 3% vs the euro (at GBP 0.79/%).

According to the latest polls the “Remain” lead has narrowed, while bookmakers have cut the implied probability of “Remain” since mid-
May. A high turnout (above 65%) will act in favor of the "Remain”.

If the UK votes to exit the EU (not our baseline), the Bank of England will cut rates, reactivate QE purchases and provide cheap funding to
the banking sector, despite a likely surge in inflation amid a weaker GBP.
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Real GDP growth moderated in Q1:16 and business leading indicators (PMIls) have deteriorated so

farin Q2:16
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In Q2 16, real GDP growth is expected to decelerate towards 1% qoq saar due to policy uncertainty.

ighly dependent on the outcome of the EU membership referendum o
UK Real GDP Growth 2014 11 Q115 Q2:15 Q3:15 Q4:15 2015 || Q1:16 Q2:16e Q3:16e Q4:16e 2016e

GDP (YoY) 2,9 2,6 2,4 2,2 2,1 2,3 2,0 1,6 1,8 1,8 1,8
GDP (QoQ saar) - 1,8 2,4 1,8 2,4 - 1,4 1,0 2,4 2,6 -
Households consumption (QoQ saar) 2,5 3,4 3,3 1,9 2,4 2,7 2,7 1,8 3,0 3,0 0,0
Government consumption (QoQ saar) 2,5 1,7 3,0 2,7 1,3 1,5 1,6 04 0,7 1,5 0,0
Gross Fixed Capital Formation (QoQ saar) 7,3 6,2 55 1,5 -4.4 41 2,0 -1,0 3,5 3,5 0,6
Inventories contribution (QoQ saar) 0,2 1.1 -6,6 3,0 1,4 -0,4 0,1 -0,2 -0,1 -0,1 0,2
Net Exports contribution (QoQ saar) -0,4 -4,6 6,8 -4,3 -1,1 -0,5 -1,4 0,1 -0,2 -0,2 -0,7

Exports (QoQ saar) 1,2 -0,5 11,5 -1,9 0,2 51 -1,1 4,0 1,7 1,7 1,3

Imports (QoQ saar) 2,4 14,6 -9,6 12,1 3,6 6,3 33 33 2,1 2,0 33

Source: Office for National Statistics, Bloomberg

GDP Contributions (%) GDP Forecast Evolution Output Gap
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Employment growth decelerated recently and the unemployment rate revealed signs of plateauing.

: UK
Wage growth remains steady at around 2%
% Employment Growth (YoY) % % Labor Force Participation Rate %
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CPI inflation remains subdued (+0.3% y-o-y in April). The Bank of England expects inflation to revert

to the target of 2% no earlier than mid-2018 (assuming the UK remains in the EU
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A vote to exit the EU would lead to a material reassessment of the Bank of England'’s policy stance.

: . ' : , UK
The first rate increase is now fully priced-in for Q2:2020, based on GBP OIS forward
% Bank of England Bank Rate % £bn Bank of England Balance Sheet Assets £bn
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The housing market recovery continues, underpinned by multi-year low mortgage rates. House

levels (5.2% 3m/3m saar in Ma
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The large UK CA deficit (-5.1% of GDP) and, subsequently, the reaction of international investors,

is an important input into the likely economic impact of “Brexit”
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Fiscal consolidation continues, with revenue growth at a 12-mth rolling rate of +3% yoy in April,

while spending is broadly flat (+0.7% yo

Government Revenue o ——— Cyclically Adjusted Balance (% of GDP) %
% b
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So far in Q2, the FTSE 100 has underperformed its developed peers (-4.1% vs -1% for the MSCI DM

. : e UK
excluding the UK), while the 10Yr Gilt yield stands at a record low (1.14%
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In Japan, real GDP growth in Q1:16 surprised on the upside, increasing by 1.9% qoq saar, following a contraction of -1.8% qoq saar in
Q4:15. The positive surprise was due to private consumption (+2.6% qoq saar) and net trade (+0.7 pps contribution) that more than
offset the weakness in business investment (-2.6% qoq saar).

The pick-up appears difficult to sustain in the current quarter. Investment will remain sluggish amid declining profitability, sentiment and
weak prospects for external demand. Indeed, the Nikkei PMI manufacturing index stood at a 3%2-year low of 47.7 in May (average of 48.0
so far in Q2:16) compared with 50.5 in Q1:16 and industrial production rose by a mere 0.3% mom in April (from +3.8% mom in March).

Private consumption is expected to grow only modestly, supported by rising labor force participation, targeted fiscal transfers, and
increasing real wage growth. Retail sales, albeit better than expected, have entered Q2 on a soft note, remaining flat on a monthly basis
(from +1.5% mom in March) and consumer confidence declining in April/May compared to Q1.

Overall, consensus expects that real GDP growth will decelerate to 0.7%-1.0% qoq saar in Q2:16. Nevertheless, this would be a solid
outcome in view of potential GDP growth of around 0.5%.

In light of the above, the decision for a supplementary fiscal budget for FY:2016 (April 2016-March 2017) of an estimated size of ¥5tn (or
1% of GDP) was deferred, likely until September 2016 or later, suggesting less pressure on the Government to ease policy.

At the same time, the Government postponed the implementation of the consumption tax rate hike from 8% to 10% to October 2019
(scheduled for April 2017).

The Bank of Japan remained on hold in June, albeit further easing is expected in H2:2016 (probably at the July 29 meeting) in view of the
fact that there is still a long way to go in reaching the inflation target (2%). Headline CPI decelerated to -0.3% y-o-y in April, from -0.1%
y-0-y in March, while the CPI ex-fresh food (the core index) and the CPI ex-food & energy (the core-core index) were stable at -0.3% y-o-
y & 0.7% y-o-y. The recent deferral by the BoJ of the date for achieving the 2% inflation target from "around the first half of FY:2017" to
“during FY:2017" raises credibility issues.

Labor market tightening continues, with the jobs-to-applicants ratio at a 25-year high of 1.34 in April, implying that labor demand is
stronger than supply. The unemployment rate stands at 3.2%. Wages remain on an upward path (+0.2% yoy), albeit not strong enough
to trigger a cycle of higher wages and higher spending.

So far in Q2, the Nikkei 225 has underperformed its peers (-5.0% vs -0.7% for the MSCI DM excluding Japan), with the significant
appreciation of the Yen worsening the sentiment for corporates’ profitability. Indeed, estimates for Nikkei225 2016 EPS growth now
stand at +5.5% yoy, from 15% yoy in mid-February. At the same time, JGB yields stand at historical lows amid a negative interest rate
policy by the BoJ (10-year yield at -0.14%).
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GDP surprised positively in Q1:16. Nevertheless, the pick-up appears unlikely to be sustained

in Q2:16, based on high frequency data and business surveys
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Retail sales were flat on a monthly basis in April, while consumer confidence remains below

Japan

its long-term average, suggesting less support from private consumption in Q2:16
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Real GDP growth is expected to decelerate towards 0.7% qoq

saar in Q2:16

Japan Real GDP Growth 201411 Q115 Q2:15 Q3:15 Q4:15 2015 (| Q1:16 Q2:16e Q3:16e Q4:16e 20716e
GDP (YoY) -0,1 -0,9 0,7 1,8 0,8 0,6 0,0 0,6 0,6 0,0 0,7
GDP (QoQ saar) - 52 -1,7 1,7 -1,8 - 1,9 0,7 1,7 1,7 -
Private consumption (QoQ saar) -0,9 0,8 -3,1 1,9 -3,2 -1,2 2,6 1,0 1,5 1,5 0,5
Government consumption (QoQ saar) 0,1 1,1 1,8 0,7 2,9 1,2 3,0 0,8 0,8 0,8 1,8
Private residential investment (QoQ saar) -5,0 8,7 9,0 6,8 -4,1 -2,7 -2,9 2,0 2,0 2,0 0,6
Business investment (QoQ saar) 2,8 13,5 -4,6 3,2 5.2 1,6 -2,6 2,0 3,0 4,2 1,4
Public investment (QoQ saar) 0,2 -8,7 11,7 -9,4 -13,8 -1,9 -2,9 2,0 9,5 5,5 -2,2
Private Inventories contribution (QoQ saar) 0,2 2,1 1,1 -0,2 -0,6 0,5 -0,4 -0,8 0,0 0,0 -0,3
Net Exports contribution (QoQ saar) 0,3 0,6 -1,9 0,8 0,1 04 0,7 0,6 -0,1 -0,1 0,2
Exports (QoQ saar) 8,3 89 -17,8 10,8 -3,1 2,8 2,4 -1,0 3,5 3,5 0,5
Imports (QoQ saar) 7,2 59 -9,8 6,9 -4,3 0,3 -1,6 -5,0 50 50 -1,1
Source: Cabinet Office, Department of National Accounts, Bloomberg
: i 1.9% 1,6 —2015 2016 i 1,6 i As % of potential GDP i
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The labor market tightening remains on track, with the jobs-to-applicants ratio at a c. 25-year

high of 1.34 in April and the unemployment rate at a c. 20-year low of 3.2%
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Inflation remains subdued and wage growth modest
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The BoJ is expected to proceed with further policy easing in Q3 to support inflationary

pressures and the economic recover
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Imports have been declining since late 2014,

the trade balance (-0.2% of GDP in Q1:16
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Fiscal consolidation will ease in 2016, on account of the weak economic recovery. The sales

: Japan
tax hike was
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The Yen's appreciation worsens the prospects for corporate profitability. The Nikkei 225 has

underperformed its peers so far in Q2:16 (-5.0% vs -0.7% for the MSCI DM excluding Japan
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The Chinese economy remains on the path of a gradual transition towards a more sustainable, albeit lower, pace of growth. Real GDP
growth decelerated to 6.7% yoy in Q1:16 from 6.8% yoy in Q4:15 (6.9% yoy in 2015). High frequency indicators have retreated in
April/May, following solid readings in late-Q1, as the Chinese authorities’ policy stance has become less expansionary.

Indeed, in May, industrial production stood at 6.0% yoy, after rising to 6.8% yoy in March. In addition, fixed assets investment eased to
9.6% yoy from 10.7% yoy in March and retail sales decelerated in May to 10% yoy vs 10.5% in March.

Meanwhile, business surveys ceased to improve in May. The official manufacturing PMI remained unchanged at 50.1, slightly above the
expansion/contraction threshold of 50 for a 3" consecutive month, after reaching 49.0 in February, the lowest level since November 2011.

On a similar note, trade data for April/May were weak. The decline in imports persists (-5.7% yoy on average in April/May) due to weaker
domestic demand, especially for industrial commodities, and outpaces the respective trend for exports (-3.0%). Thus, the trade balance
remains strong, increasing to 5.6% of GDP (12-month rolling sum basis) in May, from 5.5% in March and 5.3% yoy in February.

On a positive note, the housing market recovery continues on the back of the Government’s supportive measures (interest rate cuts, lower
taxes and further reductions to the minimum down-payments required for mortgage loans). In view of the sector’'s importance for
household wealth (70%), the positive trend, if sustained, could support private domestic demand. Indeed, house prices increased by 4.2%
yoy in April from 2.9% yoy in March and remain on an upward trend since April 2015.

Overall, consensus expects real GDP growth to decelerate to 6.6% yoy in Q2:16 and to 6.5% yoy in 2016, the low end of the Government's
target (6.5% - 7.0%). Risks of a “hard-landing” remain, in view of surging corporate and quasi-Government debt.

Indeed, the expansionary monetary stance since Q3:15 has fueled a further build-up in debt. The Chinese private sector debt-to-GDP ratio
stood at c. 205% in Q3:15 (152% accounts for bank loans and 53% for corporate bonds) and is estimated at c. 210% in Q4:15, having
almost doubled since 2008.

The monetary policy stance has recently turned less expansionary. As a result, total social financing (TSF) growth slowed to 11.9% yoy in
May (12.8% in March), while the outstanding RMB loans (c. 65% of TSF) declined to 14.4% yoy (14.7% yoy in March). Consensus now
expects the PBoC to proceed with only one rate cut (in Q4:16), compared with expectations for two cuts in mid-March.

More FX policy clarity and the stable growth momentum helped end capital outflows in late Q1/early-Q2. FX reserves increased by $17bn
cumulatively in March/April following 10 consecutive monthly declines, totaling $546bn. Outflows of $28bn occurred in May.

In May, the RMB depreciated by 1.6% against the USD to 6.58 RMB/$ as the USD rebounded and capital outflows resumed ($28bn).
Moreover, the declining probability of a Fed rate hike in June/July following the disappointing US payrolls outcome may contain, for now,
pressures on RMB and capital flows. Overall, forwards price in a further depreciation of the RMB by 1.3% against the USD to 6.67 RMB/$
by end 2016.

In conjunction with data in March/April that showed signs of improving economic momentum, Chinese equities were upbeat in the

respective period (c. +10%). Nevertheless, in May, equities were broadly flat as the data flow turned negative. 57
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Real GDP growth decelerated slightly in Q1 (6.7% yoy vs 6.8% yoy in Q4:15). High frequency

data and business surveys suggest that the gradual slowdown in activity continues
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On a positive note, the housing market recovery continues

House Prices: Annual Growth Rate

Tier 1 Cities
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Tier 1: 4 cities (Shanghai, Beijing, Guangzhou and Shenzhen) -
16 million households, Tier 2 : 23 cities - 38 million households

Tier 3: 229 cities - 75 million households
Source: Nielsen
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The PBoC's policy stance has turned more neutral and total social financing (TSF) growth

eased to 11.9% yoy in May from 12.5% in April and 12.8% in March
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Labor market fundamentals remain solid
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The trade balance remains strong and is increasing, as the decline in imports outpaces the China

respective trend for exports. Capital outflows resumed in May due to, inter alia, a weaker RMB
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Chinese equities performed in tandem with the economic data flow in the previous months

A-shares up by 9.3% in March/April and down 3.3% thereafter
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Brazil: Recession to continue unabated in 2016 (-3.8% from -3.7% in 2015) Brazil
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Inflation, albeit posting signs of topping out, remains far above target, while wages continue

. : ' Brazil
to adjust rapidly (in constant
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The unemployment rate remains elevated, while layoffs reached a record high of 157k in

Brazil
March
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Political uncertainty poses challenges to the implementation of the necessary fiscal
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Brazilian equities have performed broadly in line with their emerging peers so far in Q2:16

Brazil
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The unemployment rate is expected to decline further on the back of solid economic activity,

India

as the labor force participation rate stabilizes
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The trade deficit continues to improve, while the current account deficit has stabilized recently India
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So far in Q2:16, equities (+4.2%) overperformed their EM peers (-2.5%), while 12-month

forward EPS have stabilized

Sensex equity market index bps India: Corporate Bond Spreads bps
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Russia: The recession bottomed out in Q1:16 (-1.2% yoy from -3.7%

2016 real GDP is expected to decline by 1%
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The unemployment rate has stabilized in the range of 5.5%-6.0% in the past 8 months Russia
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The decline in imports has reversed course due to improving domestic demand NISE
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The 2016 budget deficit target of 3% (based on oil prices of $50/brl) now appears feasible,

' — NVSSE!
on account of higher oil prices
— 9
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In Q2, Russian equities have overperformed their EM peers

: Russia
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DISCLOSURES:

This report is provided solely as a sheer reference for the information of experienced and sophisticated investors who are expected and considered to be fully able to make their own
investment decisions without reliance on its contents, i.e. only after effecting their own independent enquiry from sources of the investors' sole choice. . The information contained in
this report does not constitute the provision of investment advice and under no circumstances is it to be used or considered as an offer or an invitation to buy or sell or a solicitation of
an offer or invitation to buy or sell or enter into any agreement with respect to any security, product, service or investment. No information or opinion contained in this report shall
constitute any representation or warranty as to future performance of any financial instrument, credit, currency rate or other market or economic measure. Past performance is not
necessarily a reliable guide to future performance. National Bank of Greece and/or its affiliates shall not be liable in any matter whatsoever for any consequences (including but not
limited to any direct, indirect or consequential losses, loss of profits and damages) of any reliance on or usage of this report and accepts no legal responsibility to any investor who
directly or indirectly receives this report. The final investment decision must be made by the investor and the responsibility for the investment must be taken by the investor.

Any data provided in this report has been obtained from sources believed to be reliable but has not been independently verified. Because of the possibility of error on the part of such
sources, National Bank of Greece does not guarantee the accuracy, timeliness or usefulness of any information. Information and opinions contained in this report are subject to change
without notice and there is no obligation to update the information and opinions contained in this report. The National Bank of Greece and its affiliate companies, its representatives, its
managers and/or its personnel or other persons related to it, accept no responsibility, or liability as to the accuracy, or completeness of the information contained in this report, or for
any loss in general arising from any use of this report including investment decisions based on this report. This report does not constitute investment research or a research
recommendation and as such it has not been prepared in accordance with legal requirements designed to promote investment research independence. This report does not purport to
contain all the information that a prospective investor may require. Recipients of this report should independently evaluate particular information and opinions and seek the advice of
their own professional and financial advisers in relation to any investment, financial, legal, business, tax, accounting or regulatory issues before making any investment or entering into
any transaction in relation to information and opinions discussed herein.

National Bank of Greece has prepared and published this report wholly independently of any of its affiliates and thus any commitments, views, outlook, ratings or target prices
expressed in these reports may differ substantially from any similar reports issued by affiliates which may be based upon different sources and methodologies.

This report is not directed to, or intended for distribution to use or use by, any person or entity that is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation or rule.

This report is protected under intellectual property laws and may not be altered, reproduced or redistributed, or passed on directly or indirectly, to any other party, in whole or in part,
without the prior written consent of National Bank of Greece.

ANALYST CERTIFICATION:

Each individual contributing to this report and whose name is listed on page 1 hereby certifies that all of the views expressed in this report accurately reflect his or her personal views
solely, about any and all of the subject issues. Further, each of these individuals also certifies that no part of any of the report analyst's compensation was, is, or will be directly or
indirectly related to the specific recommendations or views expressed in this report. Also, all opinions and estimates are subject to change without notice and there is no obligation for

update.
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