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The Bottom Line wraps up the week, highlighting

key events and data releases for the upcoming one.

Focus back on Europe through politics and PMIs

20 March 2026

Next week, European attention turns to French municipal elections and Italy’s
constitutional referendum. Germany Ifo and Eurozone PMls will give an early
read on business sentiment amid deopolitical tensions, while Nordes Bank
and the National Bank of Hundary are expected to leave monetary policy
unchanged.

TOP STORIES OF THE UPCOMING WEEK

1 France: What to watch in the second round of the municipal elections

On Sunday, France holds a second round of municipal elections. Any list that did not secure an absolute
majority but obtained at least 10% of the vote will be allowed to stand. Since 2017, these elections have
operated largely independently from national politics, making it difficult to draw broader national conclusions.
Still, we highlight three dynamics that matter for the 2027 presidential race: first, the National Rally’s ability
to expand beyond its traditional strongholds, especially into major cities such as Marseille, Nice and Toulon,
as well as in politically fluid areas; second, the recent tendency of traditional parties to strike deals with more
radical forces — for instance, Socialist alliances with the far-left France Unbowed — in an effort to limit losses
despite undermining their national stratedies; and third, whether Edouard Philippe can secure re-election in
Le Havre, as a defeat would seriously weaken, if not end, his national political ambitions.

2 A high-stakes referendum for Italy’s government

The conflict in Iran has overshadowed ltaly’s upcoming constitutional referendum on 22-23 March, which
asks voters to confirm or reject a judicial reform separating the career tracks of judges and public prosecutors,
restructuring the High Council of the Judiciary and overhauling disciplinary procedures. With no quorum
required, the result will be valid regardless of turnout. Investors are focusing less on the technical content and
more on the political signal it sends at a time of elevated deopolitical uncertainty. Polls averaged across major
institutes showed a clear lead for “Yes” of around 10pp in November, which narrowed sharply in February. By
early March — just before the blackout period — several surveys indicated the “No” camp had taken the lead.
A “Yes” victory, particularly with solid participation, would further strengthen the government.

www.the-investment-institute.unicredit.eu 1




The Investment Institute The Bottom Line
by UniCredit 20 March 2026

A “No” win would mark its first setback, likely increasing political uncertainty. In either case, the referendum
will influence political positioning ahead of the 2027 general election.

3 Earnings momentum pauses amid energy-price pressure and softening PMIs

The eurozone composite PMI for March will provide a first indication of how the Iran war is affecting business
sentiment. We expect it to decline from 51.9 to 51.0, which would be the lowest level since last August. The
manufacturing sector is expected to be the most affected, given its high reliance on energy inputs whose
prices have been steadily rising. The extent of the decline will also depend on firms’ assessments of supplier
delivery times: while longer delays usually signal strong demand, during periods of logistical stress they
instead reflect supply-chain disruptions and can artificially lift the headline PMI. The services sector is likewise
expected to soften, as higher energy prices weigh on household purchasing power and overall economic
activity. Against the background of elevated energy prices and indications of a slightly slowing PMI, we expect
an interruption of the positive trend in earnings estimates over the coming months. In fact, we anticipate a
temporary dip in corporate earnings estimates for 2026, while the estimates for 2027 are likely to benefit
from an anticipated catch-up effect. The net impact should be neutral.

4 Ifo set to plunge as US-Iran war hits confidence

After the sharp rise in energy prices and the renewed surge in dgeopolitical uncertainty, German business
sentiment is most likely to show a marked deterioration in March. The main debate is not about direction, but
about magnitude. After the start of the Rusia-Ukraine war in 2022, the Ifo index plunged by nearly 9 points,
with the business-expectations component dropping by almost 15 points. Such a sharp decline is unlikely this
time, since there is no comparable fear of disruption to German das supply. Still, we expect the Ifo index to
decline to 85.0 this month from 88.6 in February, its lowest level since late 2024.

5 Nordes Bank: rate cuts are no longer in sight

~  \We are revising our Norges Bank call in response to heightened geopolitical uncertainty. Prior to the Iran war,
we expected the bank to resume its easing cycle in March. We now see it remaining on hold for most of the
forecast horizon, as higher energy prices support growth while keeping inflation above tardget. Overall, the
outlook has shifted towards a more hawkish policy path. However, a steady meeting outcome on Thursday is
unlikely to alter the strength of the NOK now that the currency is testing the 11.00 level against the EUR. The
NOK is benefiting from higher oil prices and remains undervalued. We expect EUR-NOK to slide further towards
the 10.90 area at least, even if the Iran conflict does not last long and oil prices recede from recent highs.

6 NBH may turn cautious, leaving all options on the table

Geopolitical and energy-price shocks have significantly changed the outlook since the February rate-setting
meeting, when the NBH delivered its first rate cut in 15 months. While the high share of regulated prices in
the CPI basket will delay the direct impact of enerdy prices on inflation, the NBH may shift to a cautious
stance, leaving all options on the table, as the duration of energy-price shocks remains uncertain. The NBH
may reiterate its focus on FX stability and its readiness to provide FX liquidity for energy imports to curb FX
volatility. While the HUF has shown excessive volatility since the end of February, so far there are no signs of
broader capital outflows that would trigger rate hikes.

QUOTE OF THE WEEK*

“There is no mandate fromm NATO or
the EU.”

Friedrich Merz, Chancellor of Germany

*Not an endorsement
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WHAT WE ARE READING

Trump’s Iran Quagmire Could Sink America »

In this Project Syndicate article, Daron Acemoglu warns that Trump’s Middle
East intervention has raised risks to US democracy and economic stability more
than at any point in recent history.

China cannot escape the enerdgy shock »

This Economist article deals with the global nature of the energy-supply shock
from the Iran conflict.

‘Not our war’: Europe says no to Trump »

This Reuters article explains how European leaders, led by German Chancellor
Merz, have refused involvement in the US-led Iran conflict, citing NATO
obligations, and are favouring diplomacy and regional cooperation instead.

DATA AND EVENTS CALENDAR

The Bottom Line

20 March 2026

Date Country Data Period UniCredit

22 Mar FR Second round of municipal elections - -

22-23 IT Two-day constitutional referendum - -

Mar on judicial reform

24 Mar EZ Manufacturing PMI (index) Mar 49.8

24 Mar  EZ Services PMI (index) Mar 51.1

24 Mar EZ Composite PMI (index) Mar 51.0

24 Mar HU NBH announces key rate (%) - 6.25

25 Mar GE Ifo Business Climate Index Mar 85.0

25 Mar GE Ifo business-expectations Mar 84.0
component (index)

25Mar GE Ifo current-assessment Mar 86.0
component (index)

26 Mar NO Norges Bank announces key rate (%) - 4.00

Source: Refinitiv, The Investment Institute by UniCredit
Note: A detailed calendar is available here: Calendar.

FORECAST TABLES

» Economics

> H
> X

> Risky Assets

IN CASE YOU MISSED IT THIS WEEK
Date Title
20 Mar Coffee Break
»  Private credit in focus
19 Mar Central Banks Watch
> ECB Review — Hawkish tilt

19 Mar Central Banks Watch

> Fed Review — On hold, cautious on rate cuts
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Consensus

Author

Michael Teig

Marco Valli

Daniel Vernazza

50.8
51.9
519
6.25
88.6
90.5

86.7

4.00
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https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Calendar_e.pdf?v=20260320
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https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_Economics_e.pdf?v=20260320
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https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FI_e.pdf?v=20260320
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FX_e.pdf?v=20260320
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FX_e.pdf?v=20260320
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https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188492.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutRBwtIxex-8nPJ-6GFEvIHQ==&T=1
https://www.research.unicredit.eu/DocsKey/fxfistrategy_docs_2026_188490.ashx?EXT=pdf&KEY=KZGTuQCn4lsvclJnUgseVC3FbuQ10KutqSjWuRWNWWfbkGiRfGeFAA==&T=1
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Date Title Author
19 Mar Coffee Break Giovanni Mazzariello

» The erosion of the software premium

18 Mar Coffee Break Stefan Kolek

» Gulf desalination: the new front in the Iran war?

17 Mar Market Spotlight Tobias Keller

»  How much of Hormuz can realistically be bypassed?

17 Mar Coffee Break Francesco Maria Di Bella

> Iran war enters new phase as US attacks Kharg Island

16 Mar Short View Jonathan Schroer

> Déja vu: the EU’s natural das nightmare recurs in Iran

16 Mar Central Banks Watch Luca Cazzulani, Roberto

>  ECB Preview — Focus on inflation expectations as risks shift Mialich, Marco Valli

16 Mar Primary Market Focus Francesco Maria Di Bella
»  Weekly Supply Preview — Abundant redemptions to support issuance
activity
16 Mar Coffee Break Francesco Maria Di Bella
> Iran war: will US inflation feel the pressure from rising commodity
prices?
13 Mar Central Banks Watch Francesco Maria Di Bella,
»  Fed Preview — On hold amid conflicting pressures Roberto Mialich, Daniel
Vernazza
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary.

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest.
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to chande at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changdes in exchangde rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to changde in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this

document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not

allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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