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Key Messages The real component is measured through inflation-
1. The recent spike in German 10-year bond yields linked bonds. These securities pay a real coupon plus
reflects inflation uncertainty (amplified by Middle the realized (i.e. actual) inflation over a given period.
1 0,
East tensions) rather than structural growth shifts, For example, such a bond may prov1‘de;1a.1/) annual
with the real yield anchoring expectations. However, coupon together' with the obserV!sd inflation. ,At the
the ECB's 2% inflation target and stable growth beginning of April, the real term yield to maturity of a
potential suggest nominal yields create buying German .mﬂatlon-lmked sovereign bond with a '10-
opportunities in core eurozone long-dated year horizon was around 0.7 %. By contrast, a nominal
sovereigns (non-indexed) bond offered a yield of roughly 3%. The
. ) . 2.3% spread therefore reflects, at first glance, 10-year
2. Al-driven growth, led by US hyperscalers’ surging inflation expectations. However, this simple difference
Capex and breakthroughs with Anthropic/Meta’s can be biased by other factors, notably an inflation risk
new models, remains robust, positioning the IT (or uncertainty) premium.
sector as structurally resilient to energy cost ‘s abili
pressures. That said, persistent market risks warrant We se€ no reason to doubt the ECB's ability to return
cautious exposure despite the sector’s long-term inflation to around 2% on average over the next few
upside years. Real yields depend primarily on the economy’s
i o ) ) ] growth potential, which we estimate at roughly 0.7%.
3. The financial impact of oil product supply disruptions it is

on companies varies according to cost exposure,
substitute availability, and pricing power, with
effects ranging from modest to severe if shortages
persist and if inventories are heavily depleted.
Higher prices may partially offset volume declines.

1. Has the German sovereign bond yield

peaked? Now a buying opportunity?

In recent weeks, the yield on the German 10-year
sovereign bond has rebounded sharply, temporarily
exceeding 3.1%. This move is mainly attributable to a
significant rise in inflation uncertainty, amplified by the
Middle East crisis.

The bond yield has two components: an

inflation

component and a real, inflation-adjusted component (i.e.
correcting for purchasing power), which depends on the
economy'’s potential growth.

Even after adding an uncertainty premium,
realistic to expect nominal yields to return to a range
of approximately 2.7%-3.0% within a year. We thus
see buying opportunities on longer- dated government
bonds in core eurozone countries such as Germany.
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2. Is the evaporation of the Tech
premium, leading to multi-year
lows, a good entry point?

Al remains the main driver of tech sector growth. US
hyperscaler Al capex expectations continue to inflate.
The ongoing optimism is fuelled by the launch of new
power model Al agents from Anthropic and Meta as
well as positive statements from Al heavyweights such
as Anthropic. The company recently stated that its
run-rate revenue should soon surpass USD 30bn.

This comes on the back of increasing uptake of Al tools
by the corporate sector, especially in smaller
companies. Given the rerating and the structural
growth opportunity that the IT sector represents, we
see increasing value in the sector. It should be better
isolated from higher energy costs than more cyclical
markets. However, due to overall stock market risks
we still advise proceeding with caution.

3. What is the impact from the
disruptions in  oil  products,
aluminium, or helium on corporate
earnings?

The impact on corporate earning will depend on three
factors:

i)  The share of total input costs that is dependent
on those products, and the availability or not of
ready substitutes. The degree to which the
producer commands pricing power is also
important in determining their ability to defend
profit margins.

The ultimate cost impact varies widely across
industries and geographies. Let's take helium
within semiconductors as an example. The impact
of more expensive helium on the overall cost of a
silicon chip should be modest because helium
generally comprises just 0.5%-1% of production
costs.

ii) Operational constraints. Due to supply
shortages, these will pose a bigger threat if Gulf-
related disruptions persist and stocks become
depleted.

iii) The negative effect on falling production
volumes, although we expect rising prices to
compensate any such effect, at least partially.

Al CAPEX IS EXPECTED TO GROW FURTHER

GERMAN 10-YEAR BOND YIELD

800
700 =
+30V ?:i
600 o
58]
500
o
400 E
300 ¢
200 <
=
100 £
— L .
YE 2025 current
mOracle wMeta mAmazon mAlphabet m Microsoft

Source: Bloomberg, BNP Paribas

* = BNP PARIBAS

A WEALTH MANAGEMENT

3.2

28
26
24
22

2
Jan-25 Mar-25 May-25 Jul-25 Sep-25 Nov-25 Jan-26 Mar-26

Source: Bloomberg, BNP Paribas

The bank
for a changing
world



CONNECT WITH US

inJ=

wealthmanagement.bnpparibas

DISCLAIMER

This marketing document is communicated by the Wealth
Management Métier of BNP Paribas, a French Société
Anonyme, Head Office 16 boulevard des Italiens, 75009 Paris,
France, registered under number 662 042 449 RCS Paris,
registered in France as a bank with the French Autorité de
Controle Prudentiel et de résolution (ACPR) and regulated by
the French Autorité des Marchés Financiers (AMF). As
marketing material, it has not been prepared in accordance
with legal and regulatory requirements aimed at ensuring the
independence of investment research and is not subject to any
prohibition on dealing ahead of its dissemination. It has not
been submitted to the AMF or any other market authority.

This document is confidential and intended solely for the use
of BNP Paribas SA, BNP Paribas Wealth Management SA or
their affiliates (“BNP Paribas”) and the persons to whom this
document has been delivered. It may not be distributed,
published, reproduced or disclosed by any recipient to any
other person, nor may it be quoted or referred to in any
document, without the prior consent of BNP Paribas.

This document is provided solely for information and shall not
constitute an offer or solicitation in any state or jurisdiction in
which such an offer or solicitation is not authorized, or to any
person to whom it is unlawful to make such offer, solicitation
or sale. It is not, and under no circumstances is it to be
construed as, a prospectus.

Although the information provided herein may have been
obtained from published or unpublished sources considered to
be reliable and while all reasonable care has been taken in
the preparation of this document, BNP Paribas does not make
any representation or warranty, express or implied, as to its
accuracy or completeness and does not accept responsibility
for any inaccuracy, error or omission. BNP Paribas gives no
warranty, guarantee or representation as to the expected or
projected success, profitability, return, performance, result,
effect, consequence or benefit (either legal, regulatory, tax,
financial, accounting or otherwise) of any product or
transaction. Investors should not place undue reliance on any
theoretical historical information regarding such theoretical
historical performance. This document may contain or refer to
past performance; past performance is no guarantee for future
performance.
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The information contained in this document has been drafted
without prior knowledge of your personal circumstances,
including your financial position, risk profile and investment
objectives.

Prior to entering into a transaction each investor should fully
understand the financial risks, including any market risk
associated with the issuer, the merits and the suitability of
investing in any product and consult with his or her own legal,
tax, financial and accounting advisors before making his or her
investment. Investors should be in a position to fully
understand the features of the transaction and, in the absence
of any provision to the contrary, be financially able to bear a
loss of their investment and willing to accept such risk.
Investors should always keep in mind that the value of
investments and any income from them may go down as well
as up and that past performance should not be seen as an
indication of future performance. Any investment in a product
described herein is subject to the prior reading and
understanding of the legal documentation concerning the
product, and in particular the one which describes in details
the rights and obligations of investors as well as the risks
inherent to an investment in the product. Save as otherwise
expressly agreed in writing, BNP Paribas is not acting as
financial adviser or fiduciary of the investor in any transaction.
The information, opinions and projections expressed herein
reflect the opinion of their author at the time of writing; they
are not to be relied upon as authoritative or taken in
substitution for the exercise of judgment by anyone, and are
subject to change without notice. Neither BNP Paribas nor any
BNP Paribas Group entity accepts any liability whatsoever for
any consequences that may arise from the use of information,
opinions or projections contained herein.

As distributor of the products described herein, BNP Paribas
may receive distribution fees on which you can obtain more
information upon specific request. BNP Paribas, their
employees or administrators may hold positions in these
products or have dealings with their issuers.

By accepting this document, you agree to be bound by the
foregoing limitations.
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