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¢ Climate change is causing more frequent and severe weather disasters like storms, floods, droughts
and wildfires

¢ These disasters cause major economic damage, often partly insured, affecting buildings, livestock,
resources, and infrastructure

e Governments often provide aid for uninsured losses, replacing assets and repairing infrastructure

¢ Climate disasters can also indirectly affect government finances by lowering GDP growth, tax
income, and increasing financial risks

¢ Uninsured costs from climate disasters are currently highest in Southern and Central-Eastern EU, but
may shift to Western EU with higher temperature rises

e Governments deficits and debt levels are affected by uninsured climate disasters and existing debt
levels, in a non-linear way

¢ Increased climate-related expenses are expected to exacerbate existing fiscal deficits in Europe,
leading to higher government bond yields due to rising risk premiums

e Future climate events will increasingly strain government finances, emphasizing the need for
proactive fiscal and climate strategies to manage rising costs and avoid prolonged imbalances

¢ Moody’s assessments indicate minimal impact of climate events on the credit ratings of Germany,
Portugal and Spain

e Sovereign ratings in developed economies currently overlook physical climate risks, focussing
instead on traditional economic fundamentals

Global warming is resulting in a rising number of climate and weather-related disasters. Although annual data is
volatile, the costs of these disasters as a share of GDP are on a rising trend and expected to continue increasing during
the coming years, even in a favourable 1.5°C global warming climate scenario where the targets of the Paris
Agreement are met. In a previous research note ‘Which EU countries will suffer the most from extreme climate
disasters?’ (see here) we focused on the economic impact of climate and weather-related disasters in the EU at an

individual country level under various scenarios of global warming. In this note we look more in depth at the impact on
the public finances for a number of EU countries, namely their debt ratio levels, the impact on sovereign yields, and,
ultimately, on their sovereign ratings.

Why are some governments more vulnerable than others?

The impact of climate disasters on government debt trajectories varies significantly among countries. This variation
arises from differing risks associated with specific types of climate disasters. Data from the European Environment
Agency and the European Commission's Joint Research Centre shows that between 2000 and 2020:
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Floods were most frequent in Central Europe (primarily Romania, Italy, and France);

Storms predominantly affected Central and Southern Europe (notably France, Germany, Poland, and Italy);

Wildfires primarily impacted Southern Europe (especially Spain, Portugal, Greece, and Croatia);

In contrast, Northern EU countries (such as Sweden, Finland, Denmark) reported very few such hazards.

In line with the analysis by the European Commission’s Joint Research Centre (see here) we have considered three
different scenarios for the medium term (2050). In the first scenario the global temperature rise is limited to 1.5°C. In
this scenario the costs of climate disasters in the EU as a whole could be equal to around 0.2% GDP per year by 2050.
In the second scenario global warming equals 1.75°C which would lead to a cost of around 0.25% of EU’s GDP per
year. In the third scenario global warming equals 2°C. In this scenario the annual costs in the EU as a whole would rise
to more than 0.3% GDP by mid-century. As some countries/regions will probably be hit harder than others the costs
will be higher in some countries than others. Still, there is the caveat that when estimating the potential costs from
climate and weather related disasters in the longer term, the outcome is surrounded by high uncertainty and the
figures represent an underestimation (lower bound) of the expected impact, as they do not fully capture the effect of
extreme events or the risks of passing the so-called tipping points’. In addition, the second round effects on the
economy - for instance, via greater uncertainty and tighter financial conditions — are not fully captured.

Insurance coverage also plays a vital role in determining how much damage will be covered by the private sector
versus governments post-disaster. Although insurance coverage could decline when the number of climate disasters
increases (see also our note (here), the current level of insurance coverage is relatively high in Germany, the
Netherlands, Belgium, France and Ireland and relatively low in Italy, Spain, Portugal and Greece. Considering all factors
mentioned above, we have calculated that by 2050, the potential future costs of climate disasters are significantly
higher for the Mediterranean countries (Italy, Spain, Portugal and Greece) compared to the other countries in the 1.5°C
global warming scenario. However, were global warming to rise to 2.0°C the gap between the different countries
narrows, as the costs would rise disproportionally in the Atlantic countries (France, Belgium, the Netherlands and
Ireland) due to an increased risk of flooding episodes.

Estimated uninsured annual losses by 2050
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The impact of climate disasters will impair countries’ fiscal trajectories

In our assessment of government debt and fiscal trajectories—including potential impacts from climate disasters—we
incorporated estimated annual uninsured disaster-related costs into primary budget balances through 2050. We have
gradually phased in this damage, making it relatively moderate in the short-term and progressively enhancing the
impact in the medium-term and towards 2050, as the frequency and severity of climate disasters is expected to rise

1 Critical thresholds in a system that, when exceeded, can lead to a significant change in the state of the system, often with an
understanding that the change is irreversible’, IPCC
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over time. Moreover, we have assumed that GDP growth will be somewhat lower in the medium term, as the
occurrence of climate disasters becomes more frequent and more severe. As a result economic growth and tax income
might be reduced by a decline in labour productivity (for instance because people cannot travel to work), lower
consumption and investment and disruptions to global trade flows.

Below are our deficit estimates, including those climate events. It is important to note that in these deficit projections,
we simply used the medium-term plans submitted by EU countries to the European Commission without making
further adjustments. The purpose of this exercise is to purely examine the impact of acute physical risks on deficits,
without accounting for other government spending developments. This is one reason why we observe a more limited
impact on certain countries like France and Belgium, as their deficits are projected to return to the 3% target based on
these plans. This assumption suggests a more optimistic outlook for these countries compared to other European
peers, such as the Netherlands and Ireland, where deficits are expected to rise in current plans. Thus, these results
might have a positive bias towards countries with elevated deficits in the medium term, as we take fiscal consolidation
into account in the deficit forecasting model.

Nevertheless, the trend remains clearly negative for most European countries, as deficits are expected to rise by more
than 2 percentage points during the next ten years for countries such as Greece and the Netherlands in the 1.5°C
scenario. The effect on the deficits is even more dramatic if we look at a longer time horizon. Indeed, even in the 1.5°C
scenario, the deficits are expected to triple and even quadruple for some countries by 2050 compared to 2035.
Furthermore, those impact on deficits will push countries’ borrowing costs higher as discussed in the next section.

Change in public deficit and climate costs by 2035 Change in public deficit and climate costs by 2050
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Alternatively, the calculations of the impact of the uninsured costs of climate disasters on the debt trajectories of the
various countries under different scenarios for global warming can be used to estimate the amount of annual austerity
that should be implemented by governments to compensate for the extra costs of climate disasters and prevent the
debt ratio from rising due to these extra costs, keeping everything else the same. We have calculated these average
extra annual austerity needs in the 1.5°C global warming scenario and the 2.0°C global warming scenario for the years
up until 2035 (see graph below). As the graph shows these needs range from above 0.1% GDP in Germany in the
1.5°C global warming scenario to almost 0.5% in France in the 2.0°C global warming scenario.
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Climate risks will push bond yields higher and add to countries’ deficit challenges

Acute physical risks will come on top of already numerous budget challenges and extra costs that European countries
have to take on (i.e. defence, healthcare, pension costs). Thus, it is important to grasp how much climate change events
will add to countries’ overall spending. Those risks can also feed through to higher borrowing costs for countries which
means higher interest expenses, ultimately resulting in serious debt sustainability issues for countries with already
elevated debt and deficit levels. Conversely, increased bond yields can exacerbate fiscal pressures by raising the cost
of debt servicing.

The relationship between a country’s budget balance and its government bond yields (specifically long-term bond
yields) can vary significantly across different countries within the eurozone and tends to be non-linear. Research often
indicates that an increase in the fiscal deficit could lead to an increase in yields by anywhere from several basis points
(bps) to potentially over 20bps or more. This is because larger deficits may raise concerns about a government's long-
term debt sustainability, as more government bond issuance needs to be absorbed, and also tend to raise inflation
expectations, which lead investors to request a higher risk premium to buy those government bonds. Of course, there
are other key factors that affect countries’ borrowing cost such as market confidence, central bank actions, economic
and political conditions.

In this section, we aim to isolate the effect of fiscal policy changes, specifically those driven by acute physical risks, on
the 10-year bond yields of eurozone countries. To achieve this, we have used our deficit estimates from the previous
section to translate them into changes in the 10-year bond yields, thereby incorporating the impact of acute physical
risks on future borrowing costs. As mentioned earlier, various other factors influence the 10-year yield levels, so we
control for these variables in our model (see Appendix C).

We have conducted a panel regression analysis to estimate the potential impact of a rising deficit on eurozone 10-year
bond yields. While there isn't a precise figure that universally applies to all eurozone countries regarding how a 1%
increase in the fiscal deficit would affect the 10-year yield, we have accounted for these differences using country fixed
effects and have run regressions with different sample methodologies. Initially, we have categorized countries based
on their sovereign ratings into core and peripheral groups. As expected, the results indicate that core countries were
less affected by an increase in the deficit trajectory than peripheral countries. On average, a 1 percentage point
increase in the deficit led to a 3.1 basis point increase in the 10-year yield for core countries, compared to 4.5 basis
points for peripheral countries.

However, given recent fiscal developments within the eurozone and the increasing need for climate change
investments in the coming decade, we decided to re-examine this issue by categorizing countries based on their fiscal
profiles. Ultimately, countries with limited fiscal space for investment and spending should be more vulnerable to rising
costs from climate disasters than those with sound fiscal positions. We have also excluded countries with small and/or
illiguid bond markets. The results shows that countries with sound public finances experienced a 3.1 basis point rise in
the 10-year bond yield for a 1 percentage point increase in the deficit, compared to a 5.3 basis point increase for



countries with debt levels exceeding 100% and average deficits persistently above 3%. It is important to note that
these estimates purely reflect the impact of deficits on the 10-year yield, holding all other economic and market
variables constant in our model. In practice, the actual impact could be lower or higher, depending on the prevailing
economic and financial environment.

One key factor that has significantly influenced long-term bond yields in Europe over the past decade is Quantitative
Easing (QE). Studies have shown that QE has helped compress countries' term premiums over the years, potentially
mitigating the effects of fiscal policy deterioration on government bond yields, as the ECB acted as a substantial buyer
of bonds regardless of economic and fiscal policies conducted by the national governments. Therefore, we judge that it
is essential to consider QE in this analysis due to its significant impact on long-term bond yields. We have included an
interaction term between the fiscal deficit and QE (as a dummy variable), which proved to be statistically significant
(see regression results in Appendix C).

Based on these results, and incorporating our projections on countries’ deficit levels, the tables below suggest potential
outcomes from the impact of acute physical risks on European government deficits, bond yields, and country spreads
in the long term. We have calculated the results for two different climate scenarios, one assuming 1.5°C global
warming (scenario 1) by mid-century and one assuming 2.0°C (scenario 2). In terms of deficit impact, the Netherlands,
Ireland, Portugal, and Spain are the most affected across all scenarios. This aligns with our previous research (see_here),
which found that countries in the southern part of the EU are the most vulnerable to acute physical risks in the short-
term but that these risks increasingly spread towards the Atlantic countries in the western part of the EU, due to their
heightened vulnerability to acute flooding episodes in the longer term.

Scenario 1 (absolute changes 2050) Scenario 2 (absolute changes 2050)

Deficit 10y yield (bp) 10y spread (bp) Deficit 10y yield (bp) 10y spread (bp)

GE 2.86 21 GE 3.39 25
Low Debt NL 5.63 30 9.20 NL 6.73 38 12.91
Countries |E 5.64 36 14.82 IE 6.28 40 14.92

PT 5.15 61 39.46 PT 5.79 68 43.14

SP 5.17 58 37.01 SP 5.80 65 40.58
High Debt IT 4.48 51 35.54 IT 5.22 65 40.19
Countries FR 3.12 30 19.71 FR 4.59 57 32.59

BE 3.51 27 16.68 BE 4.90 53 28.69

The results above illustrate the absolute changes expected from today through to 2050. A key takeaway from
comparing the two scenarios is that while country spreads tend to remain quite similar, the impact of climate effects on
deficits and 10-year bond yields is significantly greater in the 2.0°C scenario. In terms of borrowing costs, Spain and
Portugal are the most affected countries, whereas Germany and France are the least impacted.

Below, we present another set of results, this time focusing on the 10-year horizon. The effects on countries’ deficits
and 10-year bond yields are more subdued, which aligns with the view that climate change impacts will take time to
be reflected in bond yield pricing and country spreads. The climate effects are expected to be more gradual initially,
before accelerating in the medium term. In this context, short-term fiscal consolidation helps moderate the impact for
countries like France and Belgium, while the Netherlands is currently projected to have a wider fiscal deficit based on
the current government policy trajectory.

Scenario 1 (absolute changes in 10y) Scenario 2 (absolute changes in 10y)

Deficit 10y yield 10y spread Deficit 10y yield 10y spread

GE 0.41 6 GE 0.64 8
Low Debt NL 2.40 11 4.42 NL 2.82 14 5.80
Countries |E 1.82 12 5.83 IE 2.12 14 6.28

PT 1.33 20 14.02 PT 1.62 24 15.94

Sp 1.41 18 12.16 SP 1.70 22 14.03
High Debt IT 0.71 17 10.61 IT 1.10 21 13.54
Countries FR -0.32 5 -1.66 FR 0.42 13 5.37

BE 0.30 4 -2.27 BE 1.01 12 4.40

In conclusion, the fiscal impacts of climate-related events are expected to take time to be reflected in government
bond yields, as the effects on deficits will initially be gradual. However, the accumulation of costs from these events
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could quickly accelerate if additional government spending becomes necessary or if larger-than-anticipated climate
events occur earlier than projected. These climate impacts are likely to result in prolonged budgetary imbalances,
putting countries' deficit and debt trajectories on an upward path for the coming decades. The frequency and
heightened risk of natural disasters can lead to investors demanding higher risk premiums to the most exposed
European countries, thereby raising bond yields (as shown in those results). In turn, this could result in higher
government bond issuance to finance those rising deficits if no European solidarity framework is put in place (see the
text in the Appendix A for more information about a European solidarity framework). This phenomenon is already
evident, as seen in the recent example of Spain, where flooding in Valencia contributed to an increased deficit and led
to a slight uptick in debt issuance this year.

Our results indicate that sovereign bond spreads are likely to widen following major climate disasters. Although, to a
moderate extent given that the trend is for European government yields to rise more broadly based on rising costs from
climate events. This could trigger a typical flight-to-quality towards countries like Germany or France, which
experience more moderate deficit impacts from acute physical risks. However, the results also suggest that even
countries with initially strong fiscal positions are not fully shielded from these climate events, as some are projected to
be heavily exposed. Without transition or mitigation plans in place, these countries may find themselves on a negative
fiscal trajectory moving forward. This analysis underscores the importance for these countries to establish such plans
now in order to reduce future physical costs. Particularly as those countries have the fiscal space to do so now.

Sovereign ratings currently do not account for physical climate risks

Previous research, including our own recent publication, has consistently found that climate change does not
significantly impact credit ratings in advanced economies. For example, an IMF study concluded that climate change
vulnerability does not notably influence credit ratings in advanced economies, unlike in developing countries. Although
climate resilience positively affects credit ratings across both developed and developing nations, its impact is nearly
three times greater in emerging markets. Our study, using an ordered probit model, also found no significant
relationship between climate-related variables and sovereign ratings.

As an example, we also examined Moody’s reports for Germany, Spain and Portugal to assess any changes both in their
credit and ESG ratings. Following recent climate events. First, we compare Germany’s 2021 report, issued after
devastating European floods, with the August 2024 report. While the most recent report acknowledges the increase in
severity and frequency of extreme climate events like flooding and drought, the report published following the floods
did not specifically mention these events. In both reports, Germany maintained a positive CIS-1 rating, which Moody’s
attributes to “low exposure to environmental risks across all categories”. The agency considers that Germany’s
“relatively high innovation capacity should help identify solutions” and that “the associated direct economic impact
[from those type of climate risks] appear manageable”. Overall, it seems that Moody’s does not view current and
future climate risks as a significant threat to Germany’s economic growth and its ability to repay public debt.

In analysing Portugal, we examined three reports: one from September 2017, following wildfires that claimed 66 lives,
another from April 2022, and the latest from November 2024, after recent wildfires in northern Portugal. The 2017
report did not mention the wildfires or include any ESG considerations. By 2022, ESG factors were addressed, and
Portugal received a CIS-3 rating, viewed as moderately negative. This score was attributed to "water scarcity" risks and
frequent summer wildfires, with the 2017 events noted for the first time. The most recent report, following wildfires
that resulted in at least nine fatalities, upgraded Portugal's ESG score to CIS-2. However, it states that "Portugal’s CIS-2
indicates that ESG considerations do not have a material impact on the credit rating," aligning with findings that ESG
risks are often not reflected in credit ratings. Although the environmental score remained the same from 2022 to 2024,
the report offers a more detailed account of Portugal's risks and opportunities. Moody’s identifies "physical risks caused
by heat and water stress, wildfires, and sea level rise" as factors lowering the environmental score. Nonetheless,
opportunities such as enhanced coastal protection, improved water retention systems, and better water management
could bolster Portugal's future resilience.

Finally, regarding Spain, we were interested in determining whether the deadly floods in Valencia in November of the
previous year had influenced Spain's credit rating or prompted any response from Moody's. Throughout 2024, the
rating agency issued two credit updates, one in March and another in September. Based on these updates, we
conclude that the floods did not impact Moody's assessment of the Spanish economy. In terms of ESG (Environmental,
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Social, and Governance) considerations, Spain received a CIS-2 score in both reports, with no changes in this section.
Similarly to Portugal’s report, Moody'’s states that “ESG considerations have no material impact on the current rating.”
Therefore, it seems that Moody's does not view environmental risks as a threat to Spain's debt repayment capabilities
or its economic fundamentals. Nonetheless, the agency notes that Spain is highly exposed to physical climate risks,
particularly sea level rise, water and heat stress, and recurring wildfires.

In conclusion, both quantitative and qualitative analyses of credit rating reports and scores indicate that the sovereign
ratings of developed economies do not appear to be influenced by a country’s ESG profile as of yet. The primary factors
determining these ratings continue to be economic fundamentals, such as GDP per capita, real GDP growth, external
debt, public debt levels, and the government budget balance. This may seem counterintuitive, given that the increasing
frequency and severity of physical risks poses significant threats to a country’s economic fundamentals and results in a
significant deterioration of government finances. Ignoring one will inevitably affect the other, as demonstrated by the
analysis above on the impact of acute physical risks on a country’s deficit and debt levels. As such, even though we do
not expect climate events to affect a sovereign rating in the short-term, we do expect the macroeconomic effects that
result from those physical risks (e.g. an increase in a government’s debt ratio, among others) to affect the sovereign
ratings over the medium- to long-term.



Appendix A

Can the European Solidarity Fund or a new EU system for natural catastrophe risk

management make a difference?

The EU’s Solidarity Fund (here) has compensated part of the damage from natural disasters, but only a small fraction of
around 3-4% of the total damage on average. Payments are conditional on investment in climate mitigation and
adaptation and are limited to a total EU maximum of EUR 2.7bn per year, which is very modest compared to the total
economic losses of EUR 59.4 bn and EUR 52.3 bn that were suffered in weather and climate disasters by EU countries
in 2021 and 2022, respectively. For instance, according to the European Insurance and Occupational Pensions
Authority (EIOPA) the floodings in Greece, France, Italy, Austria and Slovenia that took place between May and
November 2023, caused EUR 23bn of damage with only about EUR 1bn covered by commitments from the EU fund.
Also the Solidarity Fund is part of the EU’s broader Flexibility and Special Instruments, which in total (EUR 21bn) can
never go above the own resources ceiling, implying that the EU cannot fund payments by issuing debt.

As the Solidarity Fund is too limited to cover the uninsured losses from future natural disasters, the European Central
Bank (ECB) and EIOPA presented an initiative for an EU-wide disaster-relief fund in December 2024 (see here). The ECB
and EIOPA call for the EU to set up a taxpayer-funded vehicle and a publicly-backed reinsurance scheme to fill the
growing gap for insuring against natural catastrophes. The system would consist of two pillars. The first pillar would
aim to increase the insurance coverage for natural catastrophe risk where insurance coverage is low. The scheme
would pool private risks across the EU and across perils, with the aim of further increasing diversification benefits at EU
level, while incentivising and safeguarding solutions at national level. It could be funded by risk-based premiums from
(re)insurers or national schemes, while taking into account potential implications of risk-based pricing for market
segmentation. Access to the scheme would be voluntary. The scheme would act as a stabilising mechanism over time
to achieve economies of scale and diversification for the coverage of high risks at the EU level, similar to an EU public-
private partnership. The second pillar would be an EU fund for public disaster financing. This pillar would aim at
improving public disaster risk management among Member States. Payouts from the fund would target reconstruction
efforts following high-loss natural disasters, subject to prudent risk mitigation policies, including risk adaptation and
climate change mitigation measures. The EU fund would be financed by Member State contributions adjusted to reflect
their respective risk profiles. Fund payouts would be conditional on the implementation of concrete risk mitigation
measures pre-agreed under national adaptation and resilience plans. This would incentivise more ambitious risk
mitigation at Member State level before and after disasters. Membership would be mandatory for all EU Member
States.

Although the realisation of the ECB/EIOPA initiative could potentially lower the costs for individual governments
significantly, more detail is needed to estimate the size of its impact. Also it seems that actual implementation of the
plans will take a long time, particularly because the second pillar of the proposal implies mandatory participation for all
Member States and entails the set-up of a system of publication and assessment of national adaptation and resilience
plans.
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Appendix B

Government debt trajectory including the impact of climate disasters (assuming no

corrective fiscal action)
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Appendix C

Panel Data regression model

List of variables Comment

10y bond yield Government bond 10y borrowing cost

Deficit-to-GDP ratio Deficit-to-GDP ratio

Deficit to GDP ratio (T+2) Deficit ratio 2y forward

Debt-to-GDP ratio Debt-to-GDP ratio

3yly forward rate Proxy for market central bank rate expectation

MOVE Index Proxy for risk sentiment in the rates market

QE Dummy Dummy = 1 when the ECB implements QE
Serves as a controlvariable to account for the

EU debt crisis dummy European debt crisis

High Debt countries group

No.observation 332
Entities 4
R-squared 0.866

Coefficients Std Error P-value
A Deficit changes (t+2) 0.0529** 0.0214 0.0142
3yly implied rate 0.7624*%* 0.0844 0.0000
Debt-to-GDP 0.0055** 0.0027 0.0414
MOVE Index 0.0003 0.0014 0.8121
QE (dummy) -0.6688*** 0.0983 0.0000
EU debt crisis(dummy) 1.2089*** 0.3678 0.0011

Interaction term

. -0.0734%*x* 0.0154 0.0000
(Deficit changes*QE)

Notes: *** indicates that the variable is statistically significant at a 1% level; ** indicates that the

variable is statistically significant at a 5% level; * indicates that the variable is statistically significant at a 10% level.
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Low Debt countries group

No.observation 415
Entities 5
R-squared 0.7483
Coefficients
A Deficit changes (t+2) 0.0307**x*
3yly implied rate 1.0340%**
Debt-to-GDP 0.0364***
MOVE Index -0.0007
QE (dummy) -0.4741%%*
EU debt crisis(dummy) 1.7713
Interaction term
(Deficit changes*QE) ~0.05477

Std Error

0.3017
0.0029
0.0017
0.0008
0.1483
1.1598

0.015

P-value

0.0000
0.0000
0.0000
0.4293
0.0015
0.1275

0.0003

Notes: *** indicates that the variable is statistically significant at a 1% level; ** indicates that the

variable is statistically significant at a 5% level; * indicates that the variable is statistically significant at a 10% level.

12



DISCLAIMER

ABN AMRO Bank N.V., with registered office at Gustav Mahlerlaan 10, 1082 PP Amsterdam, Netherlands (AA), is responsible for the production and the dissemination of this document, which has
been prepared by the individual working for AA or any of its affiliates (except ABN AMRO Securities (USA) LLC) and whose identity is mentioned in this document.

This document has been generated and produced by a Fixed Income Strategist (“Strategists”). Strategists prepare and produce trade commentary, trade ideas, and other analysis to support the
Fixed Income Sales and Trading desks. The information in these reports has been obtained or derived from sources that are publicly available, such as Bloomberg and LSEG; AA makes no
representations as to its accuracy or completeness. Although AA has a strict rule using only the most reliable sources, these sources might not meet that rule at all times. The analysis of our
Strategists is subject to change and subsequent analysis may be inconsistent with information previously provided to you. Strategists are not part of any department conducting ‘Investment
Research’ and do not have a direct reporting line to the Head of Fixed Income Trading or the Head of Fixed Income Sales. The view of the Strategists may differ (materially) from the views of the
Fixed Income Sales and Trading desks or from the view of the departments conducting ‘Investment Research’ or other divisions.

This document has been prepared by AA and for the purposes of Regulation (EU) No. 596/2014 and has not been prepared in accordance with the legal and regulatory requirements designed to
promote the independence of research. As such regulatory restrictions on AA dealing in any financial instruments mentioned in this marketing communication at any time before it is distributed to
you, do not apply.

This document is for your private information only and does not constitute an analysis of all potentially material issues nor does it constitute an offer to buy, hold or sell any investment. Prior to
entering into any transaction with AA, you should consider the relevance of the information contained herein to your decision given your own investment objectives, experience, financial and
operational resources and any other relevant circumstances. Views expressed herein are not intended to be and should not be viewed as advice or as a recommendation. Any views or opinions
expressed herein might conflict with investment research produced by AA. You should take independent advice on issues that are of concern to you.

Neither AA nor other persons shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way from the information
contained in this communication.

This document is not intended for distribution to, or use by any person or entity in any jurisdiction where such distribution or use would be contrary to local law or regulation. In particular, this
document must not be distributed to any person in the United States or to or for the account of any “US persons” as defined in Regulation S of the United States Securities Act of 1933, as
amended.

CONFLICTS OF INTEREST/DISCLOSURES

AA and its affiliated companies may from time to time have long or short positions in, buy or sell (on a principal basis or otherwise), make markets in financial instruments of, and provide or have
provided, investment banking, commercial banking or other services to any company or issuer named herein.

Any price(s) or value(s) are provided as of the date or time indicated and no representation is made that any trade can be executed at these prices or values. For a list of all Fixed Income
recommendations that AA disseminated in the preceding 12 months, we refer to our latest Fixed Income Convictions publication on our website https://insights.abnamro.nl/en.

AA undertakes and seeks to undertake business with companies, financial institutions and public sector organisations covered in its reports. As a result, investors should be aware that AA may
have a conflict of interest that could affect the objectivity of this report. AA and/or an affiliate regularly trades, generally deals as principal, and generally provides liquidity (as market maker or
otherwise) in financial institutions thereof, that might be the subject of this report.

Furthermore Strategists routinely consult with AA’s Sales and Trading desk personnel regarding market information including, but not limited to, pricing, spread levels and trading activity of a
specific fixed income security or financial instrument, sector or other asset class.

AA is a primary dealer for the Dutch state and is a member of the Bund Issues Auction Group for the German state. Furthermore, AA is a member of the Market Group of the EFSF as well as ESM.
To the extent that this report contains trade ideas based on macro views of economic market conditions or relative value, it may differ from the fundamental credit opinions and recommendations
contained in credit sector or company research reports and from the views and opinions of other departments of AA and its affiliates. Any graph or other illustration that is displayed in this
document and includes (a comparison of) financial instruments is intended for illustration purposes only and does not contain any investment recommendation, unless otherwise stated in this
document.

Trading desks may trade, or have traded, as principal on the basis of the research analyst(s) views and reports. In addition, Strategists receive compensation based, in part, on the quality and
accuracy of their analysis, client feedback, Trading desk and firm revenues and competitive factors. As a general matter, AA and/or its affiliates normally make a market and/or trade as principal in

securities discussed in marketing communications.

Recommendations made are not part of any agreement with the issuer company (including financial institutions and public sector organisations. The author of this recommendation has not
consulted any issuer or external party before disseminating the recommendations made in this publication.

AA has clear policies and restrictions with regard to personal account dealing, including restrictions for Research analysts from trading in any financial instruments they cover.

Within our publications we regularly use the term fair value. Fair value does not constitute a long term investment recommendation and only applies to the date of issuance of the financial
instrument and the market conditions on that day. For this reason we do not keep a history list with fair values.

Publications from Group Economics are being published periodically, depending the market circumstances and are subject to change at the time of changing market conditions.

AA is authorised by De Nederlandsche Bank (DNB), the European Central Bank (ECB) and regulated by the Autoriteit Financiéle Markten (AFM) for the conduct aspects of its business in the
Netherlands and the Financial Conduct Authority for activities undertaken in the United Kingdom.

Copyright 2025 ABN AMRO. All rights reserved. This communication is for the use of intended recipients only and the contents may not be reproduced, redistributed, or copied in whole or in part
for any purpose without express prior consent from AA. This marketing communication is not intended for distribution to retail clients under any circumstances.

13



