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The Mood Turns, The Rhine Falls

German financial experts turned more optimistic in August than anyone had forecast, with

expectationsrising 7.9 points to 34.2 against a prediction of 30.0. In the same release they named
record low water on the Rhine as an acute short-termrisk.

France's prime minister was booed opening reconstruction after July's Gironde fire, German farmers
warned of a markedly smaller harvest, and rain finally reached Belgium's largest wildfire since 1911.

A continent is feeling better and paying more at the same time.

Every item is dated at source. Thereis no sport.
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EDITOR'S LEADER - 01
EXPECTATIONS UP - A RIVER DOWN - A SUMMER STILL BEING PAID FOR

The River And The Recovery

German financiers turned more optimistic this morning than anyone expected, and named the reason for their caution in
the same breath. Everywhere else on the continent, the bill for a hot and destructive summer was being handed over.

The ZEW barometer of expectations for the next six months rose 7.9 pointsin August to 34.2, where economists had
forecast 30.0. It isthe fourth consecutive increase and the highest reading since February.

The assessment of current conditions improved even faster, up 16.5 points to minus 61.1 against an expected minus 69.3.
That number is still deeply negative, and it is moving the right way quicker than the forecasts allowed for.

ZEW president Achim Wambach credited strong quarterly company results and arecent export high, with federal
infrastructure programmes still doing work. German goods exports reached 139.3 billion euros in June, the largest single
month on record.

The improvement reached every sector surveyed. Vehicles rose 22.2 points and private consumption 9.0 points, and both
are still below zero, which is the honest shape of this recovery.

The positive trend in expectations is confirmed in August, while record low water on the Rhine carries an acute additional
short-term risk. ACHIM WAMBACH, PRESIDENT OF ZEW, MANNHEIM - AUGUST 18, 2026

A country that has just recovered its confidence is being told the danger is the river it ships on. Low water means barges
carry less, and everything hauled in bulk arrives dearer.

The same morning, Germany's farmers' association said the grain crop will come in at 41.9 million tonnes, 7% below last
year, with some regions hit far harder than others. It has asked the government for help.

In France the argument had already moved from forecasts to faces. Prime Minister Sébastien Lecornu was booed by
residents at Le Porge as he arrived to open reconstruction after July's Gironde fire.

President Macron, in the Var the same day, promised fire-hit communes there the same measures granted in the Gironde.
The head of the main farming union puts French agricultural lossesin the billions.

The ecological transition minister has proposed funding climate adaptation through the state savings institution, using the
deposits of French households. That is a serious answer to the question of who pays, and it is the same people as always.

Belgium spent the week fighting its largest wildfire since 1911, near the German border, until rain arrived on Monday.
The High Fens hold Belgium's only active raised bogs; aregiona spokesman called it above all an environmental disaster.

Two political items sit alongside all of that. A League official suggested Matteo Salvini consider resigning to arrest his
party's polling decline, and Britain'srail regulator cleared Virgin to compete with Eurostar from 2030.

For Latin American readers the useful reading is that European demand is turning before European weather cooperates.
Order books in vehicles, chemicals, machinery and metals are improving while the harvest shrinks and the freight river
runs low.
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EXECUTIVE SUMMARY - 02
THE DAY AT A GLANCE

The Day At A Glance

Ten items, read across German, French, Italian, Dutch and English sources and taken from survey
releases and official statements where they exist. Yesterday's lead on euro area borrowing costs
appears here only as context.

German expectations beat the for ecast
The ZEW barometer rose 7.9 points to 34.2 against a predicted 30.0, a fourth consecutive increase and the best reading
since February. In February, before the Iran war began at the end of that month, it stood at 58.3.

Current conditionsimproved faster still
The situation indicator rose 16.5 points to minus 61.1, where economists had expected minus 69.3. The level remains
deeply negative.

Every sector surveyed improved
Vehicles gained 22.2 points, private consumption 9.0 points to minus 6.2, and construction 1.4 points to plus 2.1.
Chemicals, pharmaceuticals, machinery and metals al rose strongly.

The Rhineisthe named risk
ZEW's president called record low water on the river an acute short-term danger to activity even while describing a
positive trend. Barges carry less when the water drops.

A record export month sits behind it
German goods exports reached 139.3 hillion eurosin June, the largest month on record. That, and strong quarterly results,
iswhat the survey was reacting to.

German farmers expect a much smaller harvest
The farmers' association says this summer's heat has cut grain yields significantly, with some regions hit hardest. Itis
asking the government for support.

France's prime minister was booed
Sébastien Lecornu was jeered by residents at Le Porge on Monday as he arrived to open reconstruction after July's
Gironde fire. President Macron promised the Var the same support measures.

Belgium'slargest firesince 1911 met rain
Rain reached eastern Belgium on Monday, helping crews fight the country's biggest wildfire since 1911, near the German
border. The High Fens hold Belgium's only active raised bogs, and two of the three active zones arein the fire area.

A League official asked Salvini to consider going
A senior party figure said on Monday that the leader should weigh resigning to arrest the party's decline in the polls. The
League sitsin the governing coalition.

Britain opened the Channel route to competition
Therail regulator will allow Virgin access from 2030 to the high-speed line from London to the tunnel. It is the clearest
step yet towards trains competing with Eurostar.
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The Numbers At A Glance - Europe - Tuesday, August 18, 2026
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HOW THE COUNTRIES ARE DOING - 03

OUR SIMPLE HEALTH CHECK - 10 ECONOMIES

How The Countries Are Doing

Ten items, read across German, French, Italian, Dutch and English sources and taken from survey
releases and official statements where they exist. Yesterday's lead on euro area borrowing costs

appears here only as context.

COUNTRY PO BU MO MK
L D N T

2 euro France CAC - 2 3 3 2

4 euro Italy FTSE 4 4 3 2

MIB -

4 euro 4 4 3 2

Spain IBEX - euro 3 3 3 2

Netherlands AEX

2 -euroBelgiumBEL 2 2 3 2
20-

3 euro United 3 3 3 2
Kingdom Therail

regulator has cleared

Virgin to use the

high-speed line to

3 FTSE - pound the 3 4 3 2
Channel Tunnel from

2030, ending a

single-operator route.

Poland WIG -

Exposure to German

industrial demand cuts

both ways, and this

3 zloty week the 3 3 3 2
German order signal

improved. Sweden

OMX - A rate decision

lands Thursday from

1.75%, two and a half

points

2 krona below 2 2 3 2
neighbouring Norway.

Norway OBX - Palicy

held at 4.25% with a

hawkish stance intact,

the widest gap

2 krone with Sweden 2 1 4 2
inyears.

WHAT'S DRIVING IT

record June export month, and record low water on the Rhine named as an acute risk.

A prime minister booed opening fire reconstruction, farm losses

put in the billions, and a proposal to fund climate adaptation from household savings.

A senior League figure has suggested Matteo Salvini consider

resigning to halt the party's polling decline, which is codlition arithmetic. Steady by

comparison this week, with the summer's heat and fire

costs still being counted across the southern member states. Rotterdam handles what

the Rhine then has to carry, so low water

on theriver is aDutch logistics question as much as a German one. Rain has reached

the largest forest fire in the country's records

near the German border, with ancient peat bogs reported irreversibly destroyed.

How to read the colours: 1 = calm, 2 = fairly good, 3 = mixed, 4 = some strain, 5 = serious strain. Updated Tuesday, August 18, 2026.
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DEEP DIVE - 04
EXPECTATIONS AT A SIX-MONTH HIGH - A RIVER AT A RECORD LOW

Three Ways The German Recovery

Runs Three ways Germany's improving expectations could develop against a physical constraint
nobody can |legislate away. The chances add up to 100%.

What The Survey Actually Said

Expectations rose 7.9 points to 34.2 against aforecast of 30.0, the fourth increase in arow and the highest since February.
The current-conditions indicator rose 16.5 points to minus 61.1, beating an expected minus 69.3. The improvement was
broad rather than concentrated. Vehicles gained 22.2 points, chemicals, pharmaceuticals, machinery and metals all rose
strongly, and private consumption improved 9.0 points to minus 6.2. Two things drove it, according to ZEW's president:
strong quarterly company results and arecord June for exports at 139.3 billion euros. Federal infrastructure spending isthe
third support. The same release named record |ow water on the Rhine as an acute short-term risk. Confidence and
constraint arrived in one sentence, which is unusually candid for a sentiment survey. While the German economy
continues to benefit from the federal government's infrastructure programmes, record |low water on the Rhine carries an
acute short-term risk. ZEW PRESS RELEASE, MANNHEIM - AUGUST 18, 2026

Possibility A — The Recovery Holds (50%)

In this case rain arrives, the river recovers through autumn, and order books follow the survey with alag of a quarter.
Infrastructure spending keeps construction expectations positive and vehicles climb back towards zero. German import
demand for metals, energy and agricultural raw materials firmsinto the winter. It is the outcome the improving sector
detail pointsto.

Possibility B — Confidence Outruns Delivery (35%)

Here expectations keep improving while low water, a smaller harvest and dearer fuel raise delivered costs faster than
orders arrive. Companies feel better and still cannot move goods cheaply. The gap shows up as surcharges, delayed
deliveries and margin pressure rather than as afall in the survey. For exporters into Germany it means the order comes but
the freight bill eatsthe gain.

Possibility C — The Constraint Wins (15%)

In this path the Rhine stays low into the autumn, industrial production is physically capped, and the fourth consecutive rise
in expectations reverses in a single month. Germany has seen exactly this happen before. Chemicals and metals would feel
it first because they move the heaviest cargo. Nothing in today's data makes it likely, and the survey itself flagged it as the
risk to watch. A - Recovery holds 50% Industrial order books Firmer German demand for metals, grain and oilseedsinto
winter. B - Confidence outruns delivery 35% Freight rates and Orders arrive but delivered costs rise; margin, not volume,
issurcharges therisk. C - Constraint wins 15% Chemicals and metals German industrial demand caps out regardless of
sentiment; output price signals reverse. Chances are our own estimates and add to 100%. Not financia advice.

POSSIBILITY CHANCE MARKETS BREADTH WHAT IT MEANS FOR LATIN AMERICA
A - War cools 25 percent Steadier Narrows Less energy anxiety

B - Heat persists 50 percent Mixed Widens Food and energy prices stay firm

C - Palitical shocks 25 percent Uneven Widens Trade and aid flows watched

Source: Euronews, Al Jazeera, FDD, Ground News
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WHAT WE ARE WATCHING - 05
OUR OPINION ONLY - NOT FINANCIAL ADVICE

Eight ThingsWe Are Watching

Europe begins Thursday managing the fallout from a night of drone warfare on its eastern edge and a
continent-wide heatwave. The mood is one of weary resilience as gover nments juggle security, energy

and political pressures.

WHAT

German industrial demand

Rhine freight capacity
European grain supply

French public finances

Italian codlition stability
Cross-Channel rail
Nordic policy divergence

Latin American grain exporters

Europe Intelligence Brief

HOW WE SEE
IT

A POSITIVE

v CAREFUL

v CAREFUL

v CAREFUL

0 MIXED

A POSITIVE

O MIXED

A POSITIVE

PERIOD WHY

12 months Four consecutive increases in expectations, with the improvement across
every sector.

6 months Record low water named by ZEW itself as an acute short-term risk.

12 months A markedly smaller German harvest and French farm lossesin the billions.

24 months Fire reconstruction, farm compensation and an adaptation plan with no
funding source.

18 months A senior League figure has publicly raised the leader's resignation.

48 months A regulator has put a date on the end of a single-operator route.

12 months Sweden decides Thursday from 1.75% against Norway's 4.25%.

12 months A tighter European harvest meets demand that is turning up. Ratings are
our own opinions only and are not financial advice. Arrows: A positive - v
careful - O mixed.
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POWER PLAYERS - 06
SIX PEOPLE - IN THE NEWS TODAY

Six People Shaping The News

From an embattled populist in Essex to a Russian president on disputed islands, these figures are
setting the day's emotional temperature.

Achim Wambach

President - ZEW, Mannheim

He presented a fourth consecutive rise in German expectations and named record low water on the Rhine as the acute risk
to it. Publishing the good news and the constraint together is a choice.

Sébastien Lecornu

Prime minister - France

He was booed by residents at Le Porge on Monday while opening reconstruction after July's Gironde fire. He is the face
the summer's anger reachesfirst.

Emmanuel Macron

President - France

He promised communes in the Var the same support measures granted to the Gironde. Two departments, one open-ended
commitment.

TheRhine

Freight artery - Germany and the Netherlands

At record low water it caps how much German industry can move by barge, whatever any survey says. It is the only
participant here that cannot be negotiated with.

Germany'sfarmers association

Agriculture - Germany
It expects amarkedly smaller grain harvest after this summer's heat and has asked for political help. Its numbers move

European grain prices.

Britain'srail regulator
Transport policy - United Kingdom

It has pre-approved up to 20 daily return Virgin services through the Channel Tunnel from October 2030 to the end of
2040. A route with one operator since 1994 now has an expiry date.
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DAILY BRIEFING - 07
BY COUNTRY - MOOD - POLITICS - SOCIETY - ECONOMY

The Day, Country By Country

Each nation is absorbing the same shocks differently: Ukraine feels the war in its ports, Romaniain
its power grid and airspace, while western Europe sweats through heat and political tests. The
common thread is a need to keep functioning under strain.

GERMANY

Expectations Beat The For ecast
The ZEW barometer rose 7.9 points to 34.2 in August against a predicted 30.0, the fourth consecutive increase and the
highest since February. Sources: ZEW via Handel sblatt, Cash, dpa - August 18.

Current Conditions Improve Sharply
The situation indicator rose 16.5 points to minus 61.1, where economists had expected minus 69.3, with gains across every
sector surveyed. Sources. ZEW press release via aktiencheck, onvista - August 18.

A Smaller Harvest |s Coming
The farmers' association expects markedly lower grain yields after this summer's heat, with some regions far worse
affected, and has asked for government help. Sources. dpa via Handelsblatt, onvista - August 18.

Housing Permits At A Ten-Year High For A Half Year
Residential construction posted its strongest first-half increase since 2016, while industry and ministry both said moreis
needed. Sources: Handelsblatt - August 18.

Frasers NearsHalf Of Hugo Boss
The British group has secured close to half the shares in the German fashion company without completing a takeover.
Sources: Handelsblatt - August 18.

FRANCE

A Prime Minister Booed At Le Porge
Sébastien Lecornu was jeered by residents as he arrived in the Gironde commune to meet the mayor and open
reconstruction after July'sfire. Sources: Agence France-Presse, Reuters via Boursorama - August 17.

TheVar GetsThe Same Terms
President Macron promised communes hit by firesin the Var the same support measures already granted in the Gironde.
Sources. Agence France-Presse via Boursorama - August 17.

Adaptation, Paid From Savings
The ecological transition minister proposed financing climate adaptation through the state savings institution, drawing on
French household deposits, with new measures due by October. Sources: Media Services via Boursorama - August 17.

BELGIUM -ITALY
Belgium - Rain Reaches The Largest Fire On Record Rain began falling on eastern Belgium on Monday, aiding crews
fighting the country's biggest wildfire since 1911, near the German border. Sources. Reuters via Boursorama - August 17.

Italy - A Leader Asked To Consider Going
A senior League official said Matteo Salvini should weigh resigning as leader to arrest the party's decline in the polls.
Sources: Reuters via Boursorama - August 17.
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UNITED KINGDOM - MARKETS

Virgin Cleared For The Channel Line The rail regulator pre-approved track access for up to 20 daily return services
between London and Paris, Brussels or Amsterdam from 1 October 2030 to 31 December 2040. Sources: Office of Rail
and Road, Agence France-Presse via Boursorama, The Guardian - August 17.

A Quiet Session Under Loud Yields

The German index traded near 26,261, down about 0.3%, with the wider European measure off about 0.5%, as long-term
borrowing costs rose from the United States to Japan and Germany. Sources: Handel sblatt market data, Reuters - August
18.
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CORPORATE PIPELINE - 08
SECTOR WATCH - CALENDAR

Pipeline, Sectors, And The Calendar

ITEM TYPE WHEN STATUS
ZEW expectations Survey Today 34.2

ZEW current conditions Survey Today -61.1
German grain harvest Agriculture This season Reduced
Rhine water level Logistics Ongoing Record low
Frasers and Hugo Boss Corporate Today Near half
Henkel US acquisition Corporate Today Blocked
Gironde reconstruction Public spending This week Opened
Belgian forest fire Disaster This week Rain arrived
L eague leadership Politics Y esterday Questioned
Virgin on the Channel line Transport Y esterday 20 daily returns

Sector Watch - Four Thingsto Track

The Order Book IsTurning
Vehicles, chemicals, machinery and metals all improved in the same survey. That is the part of Germany that buys raw
materials.

The River |s The Bottleneck
Record low water caps barge loads regardless of demand. Rotterdam can receive cargo that cannot economically reach a
German plant.

TheHarvest IsA Price Signal
A markedly smaller German crop and billions in French farm losses tighten European supply of grain and oil seeds.

Who Pays For The Weather
France has proposed household savings, Germany's farmers have asked the state, and Belgium has |osses no budget line
covers.

Calendar - Next 30 Days

DATE EVENT WHY IT MATTERS

20 August Sweden's rate decision From 1.75%, against Norway's 4.25%
Coming days Rhine water levels The named risk to German activity
Coming days Any Salvini response Coadlition arithmetic in Rome

Coming weeks German harvest figures And whether the state is asked to pay
Coming weeks French adaptation funding plan Household savings as a policy instrument
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DATE

Coming weeks
Ongoing

7 September
9-10 September

4 September

Europe Intelligence Brief

EVENT

Frasers and Hugo Boss

Belgian and French fire loss assessments
Next euro area growth estimate
European Central Bank council

Virgin and HS1 sign the access deal

Tuesday, August 18, 2026

WHY IT MATTERS

Close to half the shares, no bid completed
Who carries theinsured loss

Three days before the central bank meets
Hosted by the Bundesbank

The regulator has set that as the deadline
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BOTTOM LINE - SOURCES - 09
WHERE EUROPE STANDS - OUR TAKE

What Today TellsUs

What Today Tells Us Our take on Tuesday is that Europe's confidence and its physical constraints have become the same
conversation. Germany said both thingsin one press rel ease.

Expectations rose 7.9 points to 34.2 against aforecast of 30.0, afourth consecutive increase and the highest since
February. Current conditions improved 16.5 pointsto minus 61.1, beating an expected minus 69.3.

Strong quarterly results and a record June export month of 139.3 billion euros are behind it, alongside federal
infrastructure spending. Every sector surveyed improved, though vehicles and consumption remain below zero.

Sources & Method

UKRAINE / RUSSIA
Euronews English, French, Russian bulletins; FDD; Ground News - 13 August 2026 (English, French, Russian).

ROMANIA
FDD overnight brief; news.de - 13 August 2026 (English, German).

GERMANY
Euronews German - 12 August 2026 (German).

UK / EUROPE
Al Jazeera; news.de - 13 August 2026 (English, German).

ITALY /AUSTRIA
news.de; FDD - 12-13 August 2026 (German, English).

Method: sources were read in German, French, Italian, Dutch and English, with survey releases and official statements used directly where
available and every item checked against a second independent source. Ratings and probabilities are our own opinions and are not financial
advice. Compiled by The Rio Times Intelligence Desk - Tuesday, August 18, 2026. editor@riotimesonline.com - riotimesonline.com - © 2026
The Rio Times Online

Compiled from major Europe outlets in the region's main languages.
editor@riotimesonline.com - riotimesonline.com - (c) 2026 The Rio Times Online

Personal use only. Please do not redistribute. Not financial advice.
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