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Eurozone firms well positioned to face ECB hikes

14 April 2026

Eurozone firms have become more resilient to adverse interest-rate shocks
and are likely to weather approaching ECB hikes reasonably well. Improved
fundamentals suggest that credit spreads should remain well supported at
tight levels if a meaningful escalation in the Middle East conflict is avoided.

EUROZONE FIRMS HAVE BECOME LESS VULNERABLE TO RATE INCREASES
NFCS: INTEREST-BEARING LIABILITIES MINUS ASSETS (% GVA)
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Source: Eurostat, The Investment Institute by UniCredit

Note: Interest-bearing liabilities of non-financial corporations (NFCs) mainly include loans and bonds, while interest-bearing assets include
deposits, bonds and granted loans (mainly intercompany lending).

THE CONTEXT

The ECB is unlikely to “look through” the inflation shock in the pipeline. In our baseline scenario, which assumes a
gradual decline in energy prices starting in the summer, eurozone inflation averades around 3.5% in 2H26 and returns
to the ECB’s price goal in 2H27. Risks are tilted to the upside. Should hostilities in the Middle East flare up adain, the
resulting energy-price shock would likely be both stronger and more persistent. Adainst this backdrop, we expect the
ECB to deliver a cumulative 50bp of rate hikes by September, lifting the deposit rate to the upper bound of its
estimate of the neutral range. The move would aim to keep inflation expectations firmly anchored while limiting the
adverse effects on economic activity and the labour market.
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THE DATA

Our chart shows that eurozone non-financial firms (NFCs) are well positioned to face the
pressure from upcoming rate hikes. Interest-bearing liabilities minus assets as a share of gross
value added (GVA) provides a useful gauge to assess the vulnerability of NFCs to interest rate
increases. The higher the ratio, the more vulnerable firms are to rising interest rates.

The ratio has been trending lower over the last two decades across major eurozone countries,
although the speed of decline varies greatly across jurisdictions. The improvement has been
particularly notable in Italy and, especially, Spain, which entered the credit and sovereign-debt
crises with a highly indebted corporate sector. The aggressive deleveraging that followed the
traumatic events of 2011-12 has led to a steep decline in financial vulnerability in these two
countries as firms have slashed investment, repaid debt and raised cash buffers. Starting from
a more favourable position, France has recorded a shallower decline in the ratio, despite French
firms still having the highest debt-to-GVA ratio in the eurozone. This is because French firms
also hold a larde stock of interest-bearing assets relative to GVA, more than twice that of
German and Spanish firms, mainly through intercompany loans. In Germany, the financial
vulnerability of firms has remained low throughout the period.

OUR VIEW

We have good reason to believe that eurozone firms have become more resilient to adverse
interest-rate shocks. While assets and liabilities on firms’ balance sheets can re-price at
different speeds and intensities when rates rise (for example, loans tend to re-price fairly
quickly, while corporate bonds mainly carry fixed coupons), our chart provides a constructive
messagde, in line with standard gaudes of vulnerability to interest-rate risk such as the interest
coverade ratio. The increase in cash balances, enhanced by conservative financial policies, is
also reassuring in this respect (see our Coffee Break — Cash is king again for corporates for
further details).

This fundamental resilience, along with other important mitigating factors (mainly
expansionary fiscal policy), helps explain the surprisingly modest impact on growth caused by
the ECB’s aggressive rate-hike cycle of 2022-23.

If so, the eurozone economy should weather upcoming ECB rate increases reasonably well with
credit spreads remaining well supported at tight levels, provided a meaningful escalation of
the conflict in the Middle East is avoided.

OTHER THINGS TO NOTE

EUR-USD shows resilience rebounding above 1.17

It is too early to draw definitive conclusions after just one day of activity, but yesterday’s
price action suggests that investors may become less bearish on EUR-USD if markets show
less caution around adverse developments in the Iran conflict. Yield spreads may offer
EUR-USD a cushion as well, as the pair's pullback above 1.17 indicates. The US blockade
of the Strait of Hormuz trigdered only a mild risk-off response, failing to boost the USD’s
safe-haven appeal further, as US President Donald Trump also raised hopes for a deal with
Iran. Meanwhile, yield spreads have tightened, primarily at the short end of the curve.
Hence, EUR-USD could show further resilience if geoeconomic tensions ease, the truce
holds, negotiations resume, the conflict does not escalate, including in Lebanon (talks start
in Washington today), and yield spreads continue to favour the euro. Still, the key reversal
level remains 1.1813, the 27 February close, the day before the outbreak of the Iran
conflict. (R. Mialich)
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Legal 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 deneral 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 legal
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, corre ctness 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 changes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo 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 change 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 damades that may arise to anyone from the use of this
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imadges, 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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