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The path to harmonised EGBs primary markets: difficult but inevitable?

m EGBs markets still diversified
m 19 countries with different credit rating
m Different degrees of liquidity from one market to another
m Liquidity not concentrated on benchmarks but on a lot of points through each market’s curve
m Different borrowing’s needs meaning different funding strategy

2015 EGB Issuance 2015 2014 2015 | 2014 Debt (ex T- Daily Tunover ~ Times
(EUR bn) Gross Gross |Change| Net Net |Change Bills) Eur bn Eurbn Debt
isLL;g | Rede;ngtiuns |SSl;aTnEE Issgaznce — Issuince Issua;nce — Italy* 16811 250 36
= ] = i}
BEL 25 33 32 | 2% 8 13 | -41% France - 11907 153 32
FIN 5 10 2 | -15% | 5 5 | 4% Belgum 3574 2.3 1.9
FRA 117 187 173 8% 71 69 2% Gemary 12327 20.7 40
GER 155 159 173 -8% 4 29 -86% Spain* 7455 5.2 1.7
IRE 2 14 12 14% 11 9 26% Netherlands*  336.6 3.3 24
ITA 199 250 274 ?a 22 83 ??n Portugal 201.2 13 16
gg; 3}? ‘:g f; = 160 138 : ;‘g Finland 90.9 12 32
-9 %0 ] .
' Austria 199.9 0.9 1.1
SPA 86 142 136 4% 56 68 -17% Total 59958 759 30
Total EGB 647 872 900 -3% 225 297 | -24% 0 : : : '
*For France, the estimates are reported net of buybacks " electronic Gnly

e exclude Greece from this table as it has no market access at the moment
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The path to harmonised EGBs primary markets: what exists

m EGBs markets already have a relatively harmonised primary dealership system (except Germany)

m Primary Dealers are appointed by sovereign issuers to buy, promote and distribute Sovereign
bonds

= Primary dealers obligations and rights are relatively similar from one DMO to another

m The weight of each criteria will depend on the issuer needs, the liquidity in the secondary
market and the difference in borrowing’s needs which means different funding strategy

m The larger the funding needs, the highest weight on primary

2015 PDs Criteria Portugal France Italy Germany  Spain Austria*  Slovenia
Primary 35 40 45 100 45 100
Secondary 35 30 42 50 65
Buy Back 5 5 15
Derivatives/Loans 10
Qualitative 5 30 8 5 20
T-Bill Performance 10

100 100 100 100 100 100 100
Primary 35 40 45 100 100
Market Share 35 40 33 100 100
Primary qualitative index 12
Secondary 35 30 42 65
Turnover 27 14 65
Compliance 15 14
End- Investor meetings & Turnover 20
Repo 3 8
Efficiency/Qualitative ass 6
* Austria takes into account secondary wlumes but does not communicate on the weights
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The path to harmonised EGBs primary markets: where to go?
m Harmonisation demands all players’ commitment: dealers, investors but also DMOs

m Harmonization aim should be to prepare the market to make the transition toward one single
market, with one unique issuer, issuing Eurobonds

m Until then, the nature of the market caps harmonization
m profile and seasonality of demand
m specific needs of issuers

m dealers constraints

m Still, there are some ideas to develop
m Better harmonised and coordinated issuance calendar agreed by all Eurozone DMOs
m Better communication between DMOs with regards to timing of syndications
= Unigue auction system
m Limitation of overbidding
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The path to harmonised EGBs primary markets: a real coordinated issuance calendar

m All DMOs announce a yearly issuance programme

m All DMOs publish an issuance calendar (see table below)

m Split all over the week with sometimes overlaps

m The market can handle several auctions the same day

Monday

Tuesday

Wednesday

Thursday

Friday

1st week

GE - Shatz 2016

2nd week

GE - Bund linker
AT - RAGB 5y, 10y
IT - BTPs

NL - DSL 2018

GE - Bund 2025
PT: OT auction
optional

BE - Olo auction

FR - OATs 2- to 5-

4th week

GE - OBL 2020 years, OATis, OATeis,
BTANis
8rd week SP - Bonos and
Obligaciones
PT: OT auction
IT - BTPeis, CTZs optional

m More harmonization to reduce uncertainty

m Joined issuance calendar to be published on a common website

m Coordination for announcement and revision of issuance programes — pre-defined dates

m DMOs to respect rules and discipline
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Auction/Syndication : the correct balance

m The concentration of syndications in Q1 does not seen to be a problem

m Adapt to demand’s profile and well absorbed by the market

m Better direct communication between DMOs via a supply charter (timing, maturity)

m Syndication Pros

m Better control of the timing and the pricing of the deal

m Better knowledge of the investors base
m Auction Pros

m Less execution risk

m Allows taps of more than one line

m Better response to dealers 'needs

m Current combination of auction and syndication is well balanced

m Syndications dedicated to new benchmarks for
small issuers and new products for large
issuers

m Auctions used for tapping all existing lines and
are usually larger than syndications for large
issuers

m Syndications count from 15% of Eurozone total
Issuance , with a high at 84% for Portugal and
a low at 0% for Germany

[

2015 auctions/syndications breakdown
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One single auction system: along way

m One single auction system would be favourable to the market but is still a long way

m Harmonization of the auctions process
m Standardisation of auction results (bids, allocation, cut off and average price...)
m Standardisation and reduction of the delay for publication to limit the operational
risk
m Still a long and costly process to select a correct and secure system (website) and to
reach an agreement between the DMOs
m Different auctions procedures (single or multi-price) match different DMOs’ targets while
market players’ views remain very diversified

m Easier and simple versus fair and transparent

m Overbidding issue

m Overbidding exists because of competition within _ _ _
. . Average Auctions Premium cents ( nominal)
primary dealers and current strong appetite for ot T 205 T 2005 T 2605 1 2014
bonds BTAN/OAT 9 9 8 7 7
= Overbidding also depends on expected volatility ~ |22)° o A ° :
and capital gains DSL 9 9 7 8 5
A . RAGB 22 25 18 18 19
m Overbidding has slightly reduced last year oT 28 ) ) ) 3
. . . . PGB 1 1 1 1 1
m Reallocation of weightings in the DMOs SLS 2;3 22 12 12 13

evaluation criteria in favour of secondary market
but not necessary what DMOs would agree to
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The Harmonization of primary markets: issues for discussion

1. The path to more harmonisation is not questioned but should take some time

2. Secondary market rules have started to be harmonised
m Settlement T+2

m More electronic trading on same electronic platforms through different markets

3. Harmonisation of the primary market, first steps, what horizon ?
m Technology harmonisation, one single system
m Coordination of issuance calendars between DMOs

4. Harmonisation of the primary market, further steps ?

® Launch of common bills
m Through which entity?
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This document (“Document”) has been prepared by BNP Paribas, London Branch and/or one of its affiliates or subsidiaries (“BNP Paribas”) for information purposes only. The
information contained in this Document (“Information”) is current as at the date of this Document. Certain parts of the Information may have been obtained from, and/or based upon,
sources that BNP Paribas believes to be reliable however none of the Information has been independently verified by BNP Paribas. The opinions and recommendations expressed
herein (“Opinions” and “Recommendations”, and together with the Information, “Content”) and any terms and conditions set out are indicative and for discussion purposes only.
Opinions and Recommendations reflect the judgement of BNP Paribas as of the date of this Document and may be subject to change without notice if BNP Paribas becomes aware of
any information, whether specific or general, which may have an impact on any such Opinions or Recommendations.

This Document does not constitute an offer of securities or an offer of financing. If BNP Paribas were to make an offer to arrange, underwrite or provide financing, that offer would be
subject to, inter alia, prevailing market conditions, the completion of satisfactory commercial and financial due diligence, satisfactory legal documentation and all relevant internal
approvals. Any such offer would be clearly defined as such.

This Document is confidential and is intended only for the use of the original recipient and its directors, officers or employees who are required to use it in the course of their duties,
provided that, prior to such disclosure, such directors, officers and employees have been made aware of the confidential nature of the Content and have been directed to treat such
Content as confidential. The Content should not be distributed, published or reproduced in whole or in part without BNP Paribas’ prior written consent.

No representation or warranty, express or implied, is or will be made and no responsibility or liability is or will be accepted by BNP Paribas (or any of its directors, officers, agents,
employees or advisers) in relation to, or as a consequence of relying upon, the accuracy or completeness of this Document, the Content (including without limitation, economic and/or
financial projections or risk analysis) or any further written or oral information made available to the recipient or its advisers or otherwise in connection herewith. BNP Paribas shall not
have any obligation to provide access to additional information or to update or supplement this Information as further information becomes available. The Information must be
considered in conjunction with all other available information.

BNP Paribas and/or persons connected with it may have effected (or may in the future effect) a transaction for their own account or the account of one or more of their clients in
investments, securities, instruments or financial transactions referred to in this Document. BNP Paribas and/or persons connected with it and/or their respective directors and/or
representatives and/or employees, may have (or may in the future take) a position in any such investments, securities, instruments or financial transactions, in each case either as
principal or as agent. Additionally, BNP Paribas may have acted (or may in the future act) as an investment banker or may have provided (or may in the future provide) significant
advice or investment services to companies or institutions mentioned herein. BNP Paribas accepts no liability for any direct or consequential losses arising from any action taken in
connection with or reliance on Information set out in this Document.

Please note that (a) BNP Paribas is not in the business of providing legal, tax, regulatory or accounting advice and is not providing such advice in relation hereunder, (b) there may be
financial, legal, tax, regulatory and accounting risks associated with the transaction described, views expressed or recommendations made and (c) you should seek your own financial,
legal, tax, regulatory and accounting advice from advisers with appropriate expertise to assess the relevant risks.

BNP Paribas, London Branch is authorised by the Autorité de Contrdle Prudentiel et de Résolution and the Prudential Regulation Authority and subject to limited regulation by the
Financial Conduct Authority and the Prudential Regulation Authority. Details about the extent of our authorisation and regulation by the Prudential Regulation Authority and regulation
by Financial Conduct Authority are available on request. Registered office: 16 Boulevard des ltaliens, 75009 Paris, France. Branch office: 10 Harewood Avenue, London NW1 6AA,
United Kingdom (branch number BR000170, foreign company number FC13447).

© 2015 BNP PARIBAS. All rights reserved.
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