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Source: Bloomberg Finance L.P, data as at 2 October 2026.

What does the chart show?

The chart plots the spread of the 10-year OAT (French government bond) against Germany’s 10-year Bund,
serving as a widely watched measure of the risk premium investors demand to hold French debt rather
than German debt. The chart captures a sharp deterioration in France’s position in European sovereign
bond markets. It plots on the left axis, the sharp pickup in yield of France’s 10-year ‘OAT".

That spread has now moved above 140 basis points* its widest level since the eurozone sovereign debt
crisis of 2012. At the same time, the 10-year OAT yield has climbed fo around 4.6%, an 18-year high. The
significance of the move is not simply that French borrowing costs are rising: it is that they are rising
substantially faster than Germany’s, signalling that investors are demanding additional compensation for
France-specific fiscal and political risks.

The widening has been particularly rapid. France’s spread over Germany has almost doubled since the start
of 2026, taking it above equivalent maturity spreads for Italy and Greece. The chart therefore illustrates a
shiff in how markets are pricing French sovereign risk. Germany remains the eurozone’s benchmark safe-
haven issuer, while France is increasingly being treated as a sovereign credit story in its own right.

Importantly, this does not yet replicate the scale of the 2011-12 crisis: French spreads approached 190 basis
points during that period. But the fact that the spread has returned fo levels last seen during that episode
makes the chart an important warning signal for European markets.

Why this is important

The underlying concern is France'’s difficult combination of high debt, a large fiscal deficit and political
fragmentation. Public debt reached almost 120% of GDP in the first quarter of 2026, while the government
expects the deficit fo remain around 5.4% of GDP this year. In addition, investors have expressed concerns
that the government’s proposed €54 billion spending reduction, infended to bring the deficit towards 5% of
GDP in 2027, will be unlikely to get parliamentary support.

That political difficulty matters because higher yields increase the cost of servicing an already substantial
debt burden, potentially creating a feedback loop: fiscal deterioration raises borrowing costs, higher
interest payments worsen the deficit, and investors then demand an even larger risk premium.

There is also a broader European dimension. France is a much larger sovereign borrower than the countries
at the centre of the original crisis, meaning sustained market stress could affect banks, corporate financing
conditions and other European government bond markets. French bank credit spreads and insurance on
government bonds (so-called credit-default swaps or CDS) have already risen, while Italian CDS have also
increased, although the moves remain far below 2012 levels.

The comparison with 2012 should therefore be treated as a risk scenario rather than a forecast. Today’s
Eurozone has stronger institutional safeguards, including the ECB’s Transmission Protfection Instrument (a
backstop allowing the ECB to step in and buy the affected country’s government bonds on the secondary
market to address spiking borrowing costs), while current market stress remains substantially more France-
specific. Nevertheless, the chart shows how quickly fiscal and political concerns can become embedded
in sovereign borrowing costs — and why investors are watching France for signs that a country-specific
problem could become a wider European debt-market event.

YAt the time of writing O01/10/2026.
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For more information, please contact your adviser or alternatively contact:

Belvest Investment Services Limited
HERERFBERLF

9th Floor, Centre Mark Il

305-313 Queen’s Road Central
Sheung Wan, Hong Kong

Important notes

This communication is issued by Belvest
Investment  Services  Limited and/or
Belvest related companies (collectively,
and individually Belvest) solely to its
clients, qualified prospective clients or
institutional and professional investors.
Unless stated otherwise, any opinions or
views expressed in this communication do
not represent those of Belvest. Opinions or
views of any Belvest company expressed
in this communication may differ from
those of other departments or companies
within Belvest, including any opinions or
views expressed in any research issued by
Belvest. Belvest may deal as Distributor or
Agent, or have interests, in any financial
product referred fo in this email. Belvest
has policies designed fo negate conflicts
of interest. Unless otherwise stated, this
e-mail is solely for information purposes.

This message may contain confidential
information.  Any use, dissemination,
distribution or reproduction of this
information outside the original recipients
of this message is strictly prohibited. If
you receive this message by mistake,
please notify the sender by reply email
immediately.

Unless specifically stated, neither the
information nor any opinion contained
herein constitutes as an advertisement, an
invitation, a solicitation, a recommendation
or advise fo buy or sell any products,
services, securities, futures, options, other
financial instruments or provide any
investment advice or service by Belvest.

Tel +852 2827 1199
Fax +852 2827 0270
belvest@bis.hk

www.bis.hk

No representation or warranty is given as
to the accuracy, likelihood of achievement
or reasonableness of any figures, forecasts,
prospects or return (if any) contained in the
message. Such figures, forecasts, prospects
or returns are by their nature subject to
significant uncertainties and contingencies.
The assumptions and parameters used
by Belvest are not the only ones that
might reasonably have been selected
and therefor Belvest does not guarantee
the sequence, accuracy, completeness
or timeliness of the information provided
herein. None of Belvest, its group members
or any of their employees or directors shall
be held liable, in any way, for any claims,
mistakes, errors or otherwise arising out
of or in connection with the content of this
e-mail.

This  e-mail and any accompanying
attachments are not encrypted and cannot
be guaranteed to be secure, complete or
error-free as electronic communications
may be intercepted, corrupted, lost,
destroyed, delayed or incomplete, and/
or may contain viruses. Belvest therefore
does not accept any liability for any
interception, corruption, loss, destruction,
incompleteness, viruses, errors, omissions
or delays in relation fo this electronic
communication. If verification is required
please request a hard-copy version.
Electronic communication carried within
the Belvest system may be monitored.





