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Headlines

. US stocks opened largely unchanged as investors sat on the side-lines ahead of a closely followed House of
Representatives vote on a bill that would largely repeal and replace the Affordable Care Act, also known as
Obamacare. European stock markets gain 0.2% to 0.5%.

o UK retail sales beat expectations in February, rising 1.5% m/m ex. auto fuel after a 0.3% m/m decline in January.
However, British retail sales in the 3 months to February recorded their biggest slide in nearly 7 years as higher fuel
prices eroded shoppers' disposable income. A drag on overall Q1 economic growth now looks all but certain.

. Initial jobless claims rose by 15,000 to 258,000 in the week ended March 18, the Labor department said. It was the
highest level since the week ended January 28 and above consensus (240,000). Meanwhile, continuing claims, a
measure of the number of people claiming benefits, was little changed at 2m.

. Purchases of new homes increased in February to a seven-month high, indicating the effects of the recent rise in
borrowing costs on the US residential real estate market have been modest. Sales rose 6.1% to a 592,000 annualized
pace.

o EMU banks took up more free long-term loans than expected at the ECB's final TLTRO auction as expectations grow

that the era of free cash may be coming to an end. The TLTRO saw 474 banks borrow €233.5B over four years. It
was also way more than in the previous three auctions, once the repayment of existing loans is taken out.

. German Chancellor Angela Merkel's conservatives would win more votes than the centre-left Social Democrats
(SPD) if an election were to be held this Sunday, a survey showed, six months before a national vote in
Europe's political and economic powerhouse.
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Bund (black) and EuroStoxx (orange): Sideways range-

trading with inverse correlation. /

Bond markets in wait and see modus

Global core bonds hovered sideways in a tight range. The small intra-day
movements of the Bund were inversely correlated with equities (EuroStoxx),
which traded also in a tight range. Data had only a temporarily impact. The
ECB TLTRO was a big success. At the time of writing, the German yield curve
flattened with yield changes between +1.3 bps (2-yr) and -0.4 bp (30-yr).
Changes on the US yield curve vary between -1.1 bps (2 & 30-yr) and -1.7 bp
(5yr). On intra-EMU bond markets, 10-yr yield spread versus Germany
narrowed 3 to 4 bps for both peripherals and semi-core bonds, helped by a
strong TLTRO bidding (see below)..

The EMU eco data, albeit not the most important ones, were a bid disappointing
and shrugged off by the EMU bond market. German consumer confidence
weakened a tad and March French business confidence fell short of expecations
in some aspects. US initial claims jumped surprisingly higher, without the LBS
reporting special factors. The only noticeable move up of US Treasuries started
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after the weak claims but didn’t carry far and gains were reversed after stronger
than expected US New Home sales. It all came down to some volatility in a
narrow sideways range.

The last TLTRO auction was a big success as banks asked a net €217.5 billion in
4-year liquidity, the largest amount asked since the start of the programme. The
banks pay a rate between zero and -40 bps depending on the amount of their
new lending to the real economy. The high demand was likely triggered by the
fact that it was the last operation and by expectations that rates could go higher
in the not too distant future.
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USD/JPY: key support remains under heavy strain, but limited
k follow-through losses for now /

USD-indecisiveness persists ahead of healthcare vote

There was no clear story for USD trading. Indecisiveness prevailed as markets

looked out whether the Trump administration would be able to set a first step
to amend Obamacare. USD/JPY continues to trade with a tentatively negative
bias (currently 111 area). At the same time, EUR/USD is locked in a tight range
close to, but mostly slightly below 1.08.

Overnight, Asian equities traded slightly stronger, but the gains of both equities
and the dollar remained modest. Amongst others, global investors were awaiting
a first vote in the US house of representatives to repeal Obamacare. It is seen as a
proxy to pass other fiscal legislation. USD/JPY hovered in the lower half of the 111
big figure.

The indecisiveness of the Asian markets persisted in Europe. Core bond yields
showed no clear trend and changes in interest rate differentials were too small to
guide currency trading. The dollar also showed a mixed picture. USD/JPY still
traded with a negative bias even as European equities rebounded. Technical
factors (end of quarter repositioning of Japanese investors) might be part of the
explanation of current yen strength. At same time, EUR/USD also struggled to
avoid further losses below the 1.08 big figure.

US jobless claims were higher (worse) than expected at 258 000. The data were
probably only of second tier importance, but US markets kept a cautious attitude
going into a potential vote on a new healthcare bill. The USD trends of this
morning initially persisted, but the dollar profited slightly from better than
expected US new homes sales. USD/JPY is trading in the 111 area, off the intraday
low around 110.65. EUR/USD is still going nowhere just below 1.08 (currently
1.0780). The outcome of the health care vote (or the absence of a clear outcome)
might tilt the USD balance in one way or another. For now, the euro shows little
safe haven allure.
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Sterling extends gradual rise after good retail data

Yesterday, sterling quite easily reversed a temporary decline after the terrorist
attack in London. Sterling remained well bid and EUR/GBP traded with a slightly
negative bias going into the publication of the UK retail sales. The ONS February
retails sales (1.4% M/M and 3.7% Y/Y) were stronger than expected. Sterling
rallied further after the publication of the report. EUR/GBP dropped to the low
0.86 area. Cable jumped to the 1.2525 area. However, sterling ran into resistance
even as the CBI retail data (published at noon) also suggested decent retail
activity in March. Even after better data in March, activity over the previous three
months has slowed materially. We also have the impression that sterling is
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b EUF|  currently more sensitive to (better than expected) price data, rather than activity
(2 week ): sterling comeback continues on better than expectet X ) . .
data data. EUR/GBP trades currently in the 0.8615/20 area. Cable is changing hands in
the 1.25 area. That said, the gradual post-BoE raise of sterling/decline of EUR/GBP
remains intact.
16:00 CET Daily EMU spread changes (bps)
5-yr 10-yr 30-yr
Yield Spread  Change Yield Spread  Change Yield Spread  Change

Germany -0,33% 0,41% 1,15%

Greece (2-10-20) | 8,39% 872 10,9 7,39% 699 -0,9 7,64% 649 -3,2
Portugal 2,41% 274 1,8 4,16% 375 0,2 4,77% 361 2,8

Italy 0,89% 122 -1,3 2,23% 183 -2,8 3,33% 217 -5,8

Spain 0,53% 86 0,8 1,71% 130 -2,9 2,93% 178 -3,6
Ireland (4-10-30) § -0,15% 18 0,5 1,07% 66 -2,4 2,14% 98 -4,1
Belgium -0,06% 27 -2,4 0,90% 49 -3,4 1,88% 73 -2,0
France 0,13% 46 -3,1 1,02% 61 -3,0 1,99% 84 -2,6
Austria -0,26% 7 -2,5 0,61% 20 -0,9 1,52% 37 -0,3
Netherlands -0,25% 8 -1,0 0,65% 24 -0,7 1,24% 9 -0,2
Finland -0,10% 23 -0,2 0,51% 10 -04 1,33% 18 -0,7

us 1,94% 227 0,5 2,41% 200 0,3 3,02% 187 -0,8

UK 0,61% 94 2,7 1,19% 79 1,9 1,77% 62 0,3
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This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee
that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its
content. The document is not intended as Personallzed investment advice and does not constitute a recommendation to buy, sell or hold
investments described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not
guarantee the accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the
data of the report and are subject to change without notice.
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