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The forecasts presented here confirm the recovery of economic activity in the Community, but the rate of growth is unlikely to be

sufficient to reverse the upward trend of unemployment.

The principal features of the forecast for the Community as a whole are as follows:

— GDP growth at constant prices in 1984 is revised upwards, compared to the January forecasts, from 2,0 % to 2,2 %, and, for
1985, growth of 2,1 % is expected.

— Inflation, as reflected in the private consumption deflator, should fall from 6,3 % in 1983 to 5,1 % in 1984, and decline further
to 4,5 % in 1985.

— GDP at current prices is forecast to rise by 7,6 % in 1984 and by 7,1 % in 1985.

— The main sources of growth in 1984 and 1985 will be the expansion of exports and a significant recovery in fixed investment,
particularly in equipment.

— Whilst growth will be sufficient to halt the downward trend of employment, continued expansion of the labour force will result
in a further increase in unemployment to an average of 11,4 % in 1985.

— The aggregate current account surplus of the Member States is forecast to increase from USD 9,2 billion in 1984 to USD 19,5
billion in 1985.

— The general government deficit should continue to decline, reaching 5,2 % of GDP in 1984 and 4,6 % in 1985.

International economic environment. — Developments since
the previous forecast made in January 1984 have tended to
confirm both the strength, and the localization, of the
recovery in world economic activity as then foreseen. Econo-
mic growth in the USA, expected to average almost 6 % in
1984, has moved beyond the recovery phase and its effects
have been increasingly felt in other countries, particularly in
Canada and Japan (Table 1). Although some of the develo-
ping countries with external financial difficulties have started
to make the necessary adjustments to their economies, the
process inevitably implies a period of subdued activity and
reduced internal demand. Similarly, oil exporting developing

TABLE 1: World GDP/GNP (at constant prices)

Percentage change on preceding year

T e

1980 1981 1982 1983 1984' 1985

‘ EC 1,1 -0,4 0,6 1,0 2.2 2.1
USA -0,3 30 -24 3.3 5,9 2,6

| Canada 1,0 40 -42 3,0 4,7 2,8
| Japan 48 40 3,2 2,9 4,7 3,6
Other OECD 2,4 1,5 0,8 1,4 3,0 2.7

OECD total 1.2 20 -0,5 2,4 4.4 2,6

OPEC -0,1 1,9 —-40 -25 2,0 1,0

Other developing countries 5,0 3,0 0,9 0,2 2,4 33

Other countries 3.2 2,3 2.2 3,8 35 3.7

1 Forecasts.
Source: Commission services.

! The following text summarizes the results of the Commission’s spring forecasting round. The
cut-off date for information used in the forecast was 5 June 1984. The previous forecast for 1983
and 1984 was ized in Suppl A, No 2 (February 1984).
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TABLE 2: World imports (at constant prices)

Percentage change on preceding year

1980 1981 1982 1983 1984' 1985!
EC 1,9 =29 2,4 2,6 55 4,6
USA 25 1,1 —-46 116 17,1 3,6
Canada -5,4 29 -16,1 148 10,2 44
Japan =50 =24 0,6 1,5 92 5,5
Other OECD 48 —0,6 1,7 -0,9 41 4.4
OECD total 14 -21 -0,6 44 8,4 4,4
OPEC 12,0 274 1,2 -82 2,4 0,0
Other developing countries 6,0 43 -70 -1,7 42 53
Other countries 4,0 1,7 -2,0 1,6 33 3,8
World 3,6 3,8 0,1 2,0 6,7 4,1
! Forecasts.
Source : Cc ission services.

countries are still feeling the effects of reduced export
earnings as a result of the weakness of the world oil market.

The current forecast is based on the assumption that an
increasing number of industrialized countries will experience
a recovery in economic activity, but that the rates of
expansion will remain moderate in 1984 and will tend to

decelerate in 1985. For the OECD area excluding the EC,
GDP growth is expected to exceed 5 % in 1984 but weaken to
around 3 % in 1985. The growth of world trade (Table 2) will
accelerate sharply to almost 7 % in 1984 as a result of higher
demand from North America and a recovery of imports on
the part of certain countries which had experienced large falls
in 1983.

Little change in the price of oil is expected over the forecast
period unless there is a significant deterioration in the
political situation in the Gulf. However, the price of many
non-oil commodities are expected to harden either in line
with increased demand or under the impact of crop shortfalls,
but the rates of increase should remain moderate (Table 3).

The continued expansion of the US external deficit will
increase the pressure for a downward adjustment of the dollar
over coming months, and it is expected that this will not be
fully offset by some hardening of interest rates (Table 4).

TABLE 5: Gross domestic product, volume (percentage change at
constant prices on preceding year, EC countries, EC, USA, Japan,
1972-85)

1972-81 1980 1981 1982 1983 1984! 1985!
TABLE 3: World export prices' B 2,8 3,2 -1,1 1,1 0,0 1,3 0,8
DK 2,0 -0,4 —0,7 3,6 2,5 2,7 3,0
Percentage change on preceding year gR %,g %,2 8,2 —(1),8 g,g %,2 %,g
1980 1981 1982 1983 1984 1985? F 3:1 1:1 0:3 1:6 0:8 1:1 1:4
_ . _ _ IRL 41 3.7 1,6 1.2 0,5 2,4 2.5
Fuels 67,7 10,7 38 -11,0 3,3 0,2 I 30 39 01 ~03 ~13 24 29
. s _ _ L 2,5 1.7 -1,8 -1,1 -1,4 0,3 1,6
Other primary commodities 12,7 9,7 -10,6 0,2 51 11,7 NL 29 09 ~08 ~16 08 21 17
Manufactures 108 -48 -19 -35 24 92 UK 14 -26 -13 23 3,5 2,7 21
; rane EC 2,6 1,1 -0,3 0,5 1,0 2.2 2.1
e g:::ga;: export prices in US dollars. USA 2.9 -0,2 3,0 —2.4 33 5,9 2,6
Source : United Nations and forecasts by C ission services. JAP 4.8 4,9 4,0 3.2 2,9 4,7 3,6
! Forecasts. ;
Source : Cc ission services.

TABLE 4: Interest and exchange rates assumptions

1980 1981 1982 1983 1984 1985
Annual rates (%)

Rates of interest (US) s
— short-term! 11,6 14,0 10,6 8,7 10,0 10,8
— long-term? 10,8 129 122 10,8 12,5 133

Change on preceding year (%)
Exchange rate of USD
— vis-a-vis ECU?
— vis-a-vis DM?

-1,6 +247 +13,7 +10,3 +42 -78
-06 +239 +74 + 54 +22 -91

! 13-week US Treasury bills.

2 US bonds over 10 years.

3+ (-) signifies an appreciating (depreciating) USD.
Source : Cc ission services.

GDP growth in the Community. — Real GDP of the
Community is forecast to grow by 2,2 % in 1984 and by 2,1 %
in 1985 (Table 5). The rate of expansion accelerated signifi-
cantly towards the end of 1983, and growth should continue at
an annual rate of around 2 %2 % through 1984 (see half-
yearly profile in Table 9) but fall to an underlying annual rate
of about 2 % next year. The greater part of this growth in
both years will be attributable to domestic demand, as private
consumption continues to increase at an annual rate of just
over 1 2 % and fixed investment, particularly in equipment,
recovers strongly. The volume of exports has also been
increasing rapidly since the second half of 1983 and should
continue to supply a significant stimulus to the growth of
output over the next eighteen months.
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At the national level, there will be a marked increase of
convergence of overall growth rates in 1984 as compared to
1983. Last year, changes in GDP varied from —1,4 % in
Luxembourg to +3,5 % in the United Kingdom — a range of
4,9 percentage points. In 1984, the range is expected to be
only 2,7 points, from a minimum of 0,3 % in Luxembourg to
a maximum of 3,0 % in Germany. The range is expected to
narrow even further next year to 2.2 percentage points.

TABLE 6: Deflator of private consumption (percentage change on
preceding year, EC countries, EC, USA, Japan, 1972-85)

1972-81 1980 1981 1982 1983 1984! 1985!

B 7,4 7,0 8,7 7.5 7.7 6,6 5,0
DK 10,4 9,8 11,7 10,3 6,7 53 3,8
D 5.2 5,4 5.7 5.1 3,0 2,9 2,4
GR 15,3 22,1 223 21,1 19,1 19,0 18,0
F 10,1 13,1 12,7 11,1 9.3 7.5 5,7
IRL 14,9 18,6 20,1 17,1 10,5 9,0 6,5
1 16,0 20,3 19,2 16,7 14,9 11,3 8,7
L 7,0 7,7 7.7 10,0 8,4 Td 6,0
NL 19 6,7 6,2 55 2.5 3,0 2,0
UK 13,6 16,8 11,1 8,3 5,4 5.2 5,6
EC 10,1 11,1 10,1 8,8 6,3 5,1 45
USA 7,4 10,3 8,9 5,8 39 5,1 5,5
JAP 8,4 6,8 4,8 2,4 1,4 1,4 1,7
1 Forecasts.

Source : C ission services.

Inflation. — There has been a marked deceleration in the rate
of inflation in the Community over the last three years and
this is expected to continue over the outlook period (Table 6).
For the Community as a whole, the rate of increase of the
price deflator of private consumption is forecast to decline
from 6,3 % in 1983 to 5,1 % in 1984, and then to 4,5 % in
1985. This downward trend reflects an improved performance
in virtually all Member States, except for the Netherlands and
the United Kingdom where little change from current low
rates is expected. In 1985, all Member States except Greece
should have inflation rates of less than 10 %.

The continued deceleration of inflation in 1984 is attributa-
ble, above all, to a weakening of domestically-generated cost

TABLE 7: Deflator of GDP, of imports and unit labour costs
(percentage change on preceding year, EC, 1972-85)

1972-81 1980 1981 1982 1983 1984' 1985!

Deflator of GDP 10,0 10,9 9,2 9,0 6,4 5.3 4,9
Deflator of imports
(goods and services) 11,7 14,6 14,1 6,9 32 47 2.5
Unit labour  costs
(whole economy) 10,5 11,5 10,2 7,4 5,0 3,3 3.9

1 Forecasts.
Source : Cc

services.

TABLE 8: Gross domestic product, nominal (percentage change at
current )prices on preceding year, EC countries, EC, USA, Japan,
1972-85

1972-81 1980 1981 1982 1983 1984! 1985!

B 9,9 17 3,9 8,2 6,2 7,0 6,1
DK 12:1. 7,8 9,8 14,4 10,3 i 7,2
D 7.5 6,4 4,1 3,7 4,1 85 5,8
GR 19,9 19,7 18,9 23,8 19,8 21,1 19,7
F 13,5 13,2 12,3 143 10,7 9,4 7,9
IRL 19,0 18,7 19,3 17.5 11,7 10,4 9,7
1 19,3 25,4 18,5 17:1 13,7 14,8 12,5
| 9,9 9,6 5,9 6,7 6,0 6,9 7,6
NL 10,5 6,6 4,9 4,0 2,1 4,7 3,1
UK 15,8 16,7 10,2 9,6 9,1 8,1 755
EC 12,9 122 8,9 9,5 7,5 7,6 7,1
USA 10,5 9,1 12.5 4,0 7,6 10,9 7,9
JAP 12,1 7,9 6,7 5,0 39 5,6 52
! Forecasts.

Source : C ission services.

pressures. With the growth in average compensation per
employee falling from 7,4 % in 1983 to 5,9 % in 1984, and a
further increase in productivity of 2,5 %, unit labour costs
will rise by only 3,3 % in 1984, compared to 5,0 % last year
(Table 7). Although this easing of internal cost pressures will
not be repeated in 1985, the forecast strengthening of
European currencies vis-g-vis the US dollar will have a
beneficial effect on import prices and should ensure that the
downward trend of inflation is maintained.

Nominal GDP. — For the Community as a whole, the rate of
growth of GDP at current prices in 1984, at about 7 ¥2 %, is
expected to be little different from last year as the expansion
of GDP in volume terms will offset the deceleration in prices.
In 1985, the growth of nominal GDP will decline to 7,1 %,
reflecting largely a slowdown in prices (Table 8 and Graph 4).

Components of demand. — Private consumption, in real
terms, should show moderate growth in both years for the
Community as a whole. Despite slightly weaker growth of
compensation of employees as compared to 1983, other
income will increase sufficiently to enable total disposable
income of households to grow by 6,6 % in 1984 and by 6,0 %
in 1985. Real disposable income is expected to increase by
around 1 ¥2 % in both years and, although there will be little
further change in the savings ratio, this will permit private
consumption, in the Community as a whole, to grow by 1,4 %

-and 1,6 % respectively for 1984 and 1985. The experience of

individual member countries will, however, vary considerably
with low, or even negative, rates of growth in those countries
which are still in the process of adjustment (Table 15).

TABLE 9: Rates of change of demand components and contributions
to GDP growth (EC, 1972-85)!

Percentage change on preceding
period' at constant prices

1972-81 1982 1983 1984> 19857

Private consumption 2,9 0,5 1,1 1,4 1,6
Government consumption 2,6 1,1 1,6 0,6 0,6
Fixed capital formation 0,7 -1,7 0,0 31 38
Exports of goods and services 5,6 0,9 23 6,3 49
Imports of goods and services 45 2,3 2;2 5,4 45
GDP 2,6 0,5 1,0 22 2,1
8302 8401 8402 8501 8502
Private consumption 1,3 1,4 1,5 1,6 1,6
Government consumption 1,8 0,2 0,2 0,6 0,9
Fixed capital formation 1,0 3.1 5,4 32 3,6
Exports of goods and services 6,2 6,8 5,4 4.8 45
Imports of goods and services T.2 o 8] 34 4,0 6,4
GDP 1,4 2.5 2,6 2,0 2,0
Contributions to changes in GDP?
1972-81 1982 1983 19847 19852
Final domestic demand 2,4 0,8 0,9 1,6 1,8
Stockbuilding -0,1 0,6 0,0 0,3 0,1
Foreign balance 0,3 -04 0,0 0,3 0,2
. : 8302 8401 8402 8501 8502
Final domestic demand 1,3 1,5 2,0 1,7 1,8
Stockbuilding 03 06 -01 -01 07
Foreign balance —-02 04 06 03 -05
! Half-yearly figures at annual rates, seasonally adjusted (8202 = second half of 1982 etc).

2 Forecasts.
3 Change as percentage of GDP of preceding period.
Source : C ission services.
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Little stimulus to GDP growth can be expected from real
government consumption, of which the growth rate for the
Community will stabilize at 0,6 % in both outlook years.
Only in Italy and Greece will this aggregate expand by more
than 1.0 %.

The prospects for fixed investment in the Community have
become brighter since the last forecast, with growth of 3,1 %
now expected in 1984, accelerating to 3,8 % in 1985. Within
this total, investment in equipment will show stronger
growth, 4.4 % and 5,7 % for 1984 and 1985 respectively. The
rate of expansion of this type of investment will be positive in
all member countries in both years. However, the outlook for
investment in construction is more varied. Whilst some
improvement is expected in most member countries over the
outlook period, a further contraction of this type of invest-
ment is expected in Belgium, France and Luxembourg in both
1984 and 1985. For the Community as a whole, construction
investment should increase by around 2 % in both years.

The upturn of economic activity that is foreseen should lead
to a faster rate of stockbuilding which should, therefore, have
a positive effect on GDP growth both in 1984 and 1985.

The growth of Community exports of goods and services will
tend to follow the profile of world trade, accelerating strongly
in the current year to 6,3 % with especially fast growth of
exports to the United States, before showing somewhat
weaker growth (4,9 %) in 1985. Despite the relatively
favourable competitive position of Community exporters
there will be little gain in market share in 1984 partly because
the principal export markets of member countries will not be
those in which the fastest growth of demand is expected to be
found. The contribution of the external sector to GDP growth
will be largely offset by an acceleration in the growth of
imports as demand recovers.

Balance of payments. — The improvement in the Commun-
ity’s external payments position, which began in 1981, is
expected to continue over the forecast period. The surplus on
trade account (fob/fob) of the Community is forecast to
increase to USD 25 billion (1 % of GDP) this year, and to
over USD 40 billion (1,4 % of GDP) in 1985. The improve-
ment in 1984 arises wholly from a favourable change in
volumes (exports +6,9 % : imports +5.4 %) as the terms of
trade should remain unchanged. Next year, however, the
greater part of the increase in the surplus will arise from an
improvement in the terms of trade of around 1 %.

Part of the improvement of the trade account will be offset by
a small but persistent deterioration on factor income and
transfers account. Nevertheless, the surplus on current tran-
sactions of the Community should increase to the equivalent
of 0,4 % of GDP in 1984, and reach 0,7 % of GDP next year
(Table 10). This improving trend is expected to be found in
most member countries with the exception of Greece in both
years, and Italy and the United Kingdom in 1985.

TABLE 10: Balance on current account (per cent of GDP, EC
countries, EC, USA, Japan, 1972-85)

1972-81 1980 1981 1982 1983 1984'  1985!

B -1,4 —4.5 —-4,3 -3,6 -1,6 -0,6 0,7
DK -3,2 -3,7 -31 -4,1 -2,1 -2,2 -1,7
D 0,3 -1,8 -1,0 0,6 0,7 1,2 1,9
GR -14 0,3 0,3 -3,7 -4.3 —4,7 -53
F -0,7 -14 -1,4 -3,0 -1,6 -1,0 -0,8
IRL? -7,6 -99 -131 -8,3 -23 -0,9 0,1
1 -0,7 -24 -2,3 -1,6 0,1 0,2 0,1
L 24,5 22,6 28,2 40,2 39,0 37,7 35,8
NL 1,1 -1,6 2,2 2,8 2,7 35 4.8
UK 0,1 1,8 2,5 2,0 0,7 0,7 0,5
EC -0,3 -1,3 -0,6 -0,5 0,0 0,4 0,7
USA 0,0 0,2 0,1 -3 -1,2 -2,5 -2,8
JAP 0,3 -1,0 0,5 0,7 2,0 2,6 2,6
1 Forecasts.

2 After these forecasts were made, the Central Statistics Office of Ireland published revised
figures for the current account balance back to 1979. The revisions are substantial: in 1983 the
deficit on the new basis is estimated to be equivalent to 6,1 % of GDP.

Source: Cc ission services.

Labour markets. — The outlook for labour markets
throughout the Community leaves no room for complacency.
The increase in economic activity remains moderate and,
iven the expected improvement in labour productivity
+2,5 % in 1984; +2,2 % in 1985), will only just be sufficient

TABLE 11: Number of unemployed as percentage of working
population (EC countries, EC, USA, Japan, 1972-85)

1972-1981 1980 1981 1982 1983 1984 1985!

B 6,5 9,1 11,2 13,1 13,4 13,7 14,0
DK 4,9 6,7 8,9 9,5 10,5 10,3 10,0
D 31 33 4,7 6,8 8,4 8,4 8,3
GR : : (58 (18 (85 (92
F 4,4 6,4 78 88 90 103 110
IRL 7,9 8,3 10,2 12,4 15,0 16,2 17,4
I 6,4 8.0 89 82 97 106 112
L 0,4 0,7 1,0 1,3 1,6 1,9 2,1
NL 5,1 6,2 8,8 11,7 14,0 16,5 17,2
UK 4,8 6,3 9,2 10,6 11,5 11,6 11,6
EC 4,8 6,1 7,8 9,2 10,3 11,1 11,4
USA 6,6 5,8 7,6 9,7 9,7 7,5 6,9
JAP 1,9 2,1 2,2 2,4 2,7 2,6 2,6
! Forecasts.

Source: Cc ission services.

to halt the downward trend in total employment in the
Community. However, there should be a modest expansion
of employment in six member countries in 1985.

The forecast stability of the demand for labour will not,
however, prevent a further increase in unemployment (Table
11) as the expansion of the civilian labour force, which has
been a feature of recent years, is forecast to continue during
the outlook period, despite a slightly lower participation rate
compared to 1983. In only three member countries —
Denmark, Germany and the United Kingdom — is the rate of
unemployment forecast to be lower in 1985 than in 1983.

Wages. — The forecast suggests that the deceleration of wage
increases, which has occurred over the last three years,
should continue in 1984 but that no further deceleration can
be expected next year. Average compensation per employee .
at the Community level is expected to increase by around
6,0 % in both years (Table 12), with average real wages
increasing by 0,8 % in 1984 and by 1,4 % in 1985. The
Netherlands is likely to be the only country in which the real
value of employee compensation actually declines in 1985,
reflecting a stringent incomes policy there.

TABLE 12: Compensation of employees per had (percentage change
on preceding year, EC countries, EC, 1972-85)

1972-81 1980 1981 1982 1983  1984' 1985

B 11,5 9,0 7,4 7,7 57 7,6 6,7
DK 11,4 10,8 10,0 11,7 7,0 51 38
D 7.8 6,8 53 4,4 3,7 3,7 42
GR 19,8 14,4 243 26,7 19,1 21,7 19,9
F 14,1 14,8 14,4 13,5 10,5 9,1 7,1
IRL 18,7 21,1 17,1 15,2 10,8 10,1 8,9
I 19,3 22,5 21,2 17,1 15,9 11,4 10,8
L 10,4 7.8 8,5 6,7 6,6 6,8 7,1
NL 9,9 5.4 3,5 5,7 2,8 0,3 0,3
UK 16,1 19,6 13,2 8,4 8,1 6,9 7.4
EC 12,6 13,4 11,6 8,7 7,4 5,9 6,0
! Forecasts.

Source: C ission services.

The rate of growth of unit labour costs .should continue to
decelerate in 1984 as the lower growth of average employee
compensation combines with a further relatively high increase
in labour productivity. In 1985, however, the slightly weaker
growth of productivity will not be offset by any additional
deceleration in employee compensation and, therefore, will
cause a modest acceleration in the rate of growth of unit
labour costs in all member countries except the Netherlands.

Government finance. — There has been a marked decelera-
tion in the growth of general government expenditure since
1980, as a result of both an easing of inflationary pressures
and the introduction in several member countries of measures
designed specifically to reduce the government deficit. The
forecasts, which are based on the general assumption of
unchanged policies with quantitative estimates of the effects
of announced policies being made where necessary, indicate
that this declining trend could well continue over the outlook
period. On these restrictive ‘unchanged policy’ assumptions,
the rate of increase of government expenditure (+ 6,4 % in
1984 and +5,1 % in 1985) should fall below that of nominal
GDP. '

Although the rate of increase of current revenue will follow a
similar downward trend, it should nevertheless remain above
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TABLE 13: General government lending or borrowing (—) as
percentage of GDP (EC countries, EC, 1972-85)

TABLE 14: Money supply M2/M3 (percentage change at end of year
on twelve months earlier, EC countries, EC, USA, Japan, 1972-85)

1972-81 1980 1981 1982 1983 1984! 1985! 1972-81 1980 1981 1982 1983 1984! 1985!
B -5,6 -99 -126 -11,6 -11,7 -109 -9,3 B 12,1 6,5 10,1 7,8 7,1 7,6 7,1
DK -0,7 =33 -7,1 -9,3 -8,0 -6,5 -49 DK 11,8 8,1 %1 11,4 24,2 10,0 8,0
D -2,5 -3,1 -39 -3,4 =-2,7 -1,6 -0,7 D 8,9 6,2 5,0 71 5,3 52 5,0
GR -5,1 -54 -10,6 -10,0 -9,7 -10,1 -10,1 GR 23,6 24,7 347 29,0 20,2 21,9 229
F -0,6 0,3 -1,8 -2,6 -33 -3,3 -3,5 F 14,2 9,8 11,4 11,5 10,9 7,0 6,0
IRL -93 -11,8 -158 -156 -129 -11,7 -10,6 IRL 19,3 17,7 17,4 13,0 5,6 12,0 13,2
I -8,9 -84 -11,7 -12,7 -118 -126 -12,1 I 20,7 17,3 15,9 17,2 14,6 12,9 12,9
L 1,7 -0,8 -2,3 —-14 =22 -0,7 0,3 L — — — — — — —_
NL -2,1 —4,0 -5,2 -7,0 —6,4 -5,8 —4.8 NL 10,4 4.4 .53 7,6 10,7 9,0 6,5
UK -3,6 -3.4 -2,7 -2,0 -33 -29 -2,3 UK 14,5 18,6 13,5 9,3 10,2 8,9 7,9
EC -3,3 -3,5 =54 -5,6 -5,5 -52 —4,6 EC 14,0 11,7 10,9 10,9 10,2 8,5 7.8
1 Forecasts. USA 9,7 8,9 10,0 9.4 11,7 _ —_
Source : C ion_services. JAP 18,7 7,1 11,0 7.9 7,2 — —
1 Forecasts.
Source: C services.

that of current expenditure in both 1984 and 1985. This
differential would be sufficient, despite the expected growth
in capital formation and net capital transfers, to reduce the
general government borrowing requirement as a percentage
of GDP (Table 13) from 5,5 % of GDP in 1983 to 5,2 % in
1984 and 4,6 % in 1985 for the EC as a whole. This general
trend towards a smaller borrowing requirement in relative
terms is likely to be seen in most member countries. Despite
this further progress in reducing the general government
borrowing requirement, on the assumptions of this forecast,
the burden of interest payments will continue to be the fastest
growing item of expenditure in 1985.

Money supply. — Assuming that there is no change in the
overall direction of monetary policy in member countries, the
average expansion of the money supply in the Community
using the broad definition (M2 or M3) is expected to
decelerate further to 8,9 % in 1984, and to 8,1 % next year
(Table 14). In both forecasting years, the rate of growth is
about 1 % above that of nominal GDP of the Community.
However, in Germany, France and Italy (1984 only), the
forecast average growth of money supply is expected to be
significantly less than that of GDP at current prices.

6 June 1984
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TABLE 15: Demand components of constant prices (percentage
change on preceding year, EC countries, 1972-85)
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! Forecasts.

2 1970 prices.

3 1975 prices.

4 1976 prices.

5 1980 prices.

Source : Commission services.
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12 months
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Change over

March
-89
-303
-1088
39
—1148

(—11935f) (

(2945) (2803)

1984
Jan. Feb.
—544
1453 —1437
-63 91
—628
—1271  —249
2384) (=708)
11771 -12144

(
ge in the EC index, adjusted by Eurostat and

498
| indices. Data are adjusted for working days. ’l't;ey do not include building; data for France do not include food

Dec.

-230
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Nov.,
54

10
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0
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1599 —1750 2511 (2171)

—578 —1365

Sept.
—414
-112
1287
—288
-723
-11
—813
369
—1259 —1944
-7303 —9737 —8442 —8193

in methods of

1984
-377
1239

-3977
~115

—2668

(—35850)
of diff

v
=501
—244

4053
gure given.

1983
i I
-176 -373
—-240 -115
4614 4112
—1270 -1664 —1052 —-1550
-92 —-53 -139
1270 843 1099
—2182 —2781 —2465 —2573
(=4076)
~26373
5705 6571 (6432)
and L g. B
d by aggregating nati

% change over 12 months on the basis of the non-adjusted nominal series for the most recent i

Change on corresponding month in p;

-174
5945

-298

~2651 —1887 —2369 —1562
944

4440

—6095 —4301 —-3137 —-2507

—5396 —5354 —4491
—11506 —17941 —22955

q

1983

—1321
—740
18501
—5800

—6194 —16948 —17283 —24457 —15628

—1947 —1893 —2467 —1574
—3893-15307 13554 -12513

—621

—-8516

3500 4499
—9681

year;

7034 (23072)

1982

1981
—445 —3295

—22962 —47829 —32034 27515 —19308

1980
1320

8939 3615 11239 21599

—4162 ~3853 —3951 —5826

1979
—2064 —4993 —5418 —3082

-3022 -2116 —1475 —1866

—5541 7707 7832

—7998 —3353

—2622 —2981
Change over 12 months in seasonally adjusted figures for the most recent figure given for each country.

Difference in relation to the same month of the previous year.

S As % of total labour force.

Source: for Community countries: Eurostat, unless otherwise specified; for the USA and Japan: national sources.

TABLE A.5 : Visible trade balance - fob/cif, million ECU (s.a.)
! National sources, except for the Community, Denmark, Ireland, Belgi

given in Table 1 may differ from the change in the EC index obtai

products and drinks.

USA —27146-26113 —35538 —43518 —77969

B/L

DK

D

JAP

7 Monthly series calculated by linear interpolation,
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TABLE A.6 : Money stock® - Percentage change on preceding period (s.a.)

1983 . 1984 1983 1984 C"l';sn:m"“';;
1979 1980 1981 1982 1983 1 I 111 v 1 Oct. Nov. Dec. Jan. Febr. March Apr. a4
B M2 6,2 2,7 59 59 8,7 0,6 1,5 3,6 2,8 : : : : : : H 8,7
DK M2 10,6 7.8 90 11,5 24,7 5,9 7,5 53 3,9 35 0,2 0,1 3,6 1,3 1,3 0,9 : 21,8
D M3 6,0 6,2 4.8 7,1 5,7 2,5 1,0 1.4 0,6 0,2 0,5 Q 0,1 -0,1 0,1 0,1 1,2 4,0
GR (M3) 184 247 347 290 ¥19,93 18 49 44 67 46 25 12 29  (10) @1 1.4 ©@3)
F M2R) 14,7 10,0 11,5 11,7 (11,1 29 1,9 1,5 4.5 : 1,6 1,6 1,2 0,1 0 : : 8,6
IRL M3 190 179 17,6 129 5,6 -09 1,7 1,2 3,5 0 -0,1 2,4 1,2 1,7 -1,5 -01 0,8 73
I M2) 203 127 1000 170 132 20 36 45 29 22 06 —-04 26 07 03 12 . 135
NL M2 7,0 3.8 53 88 10,6 5,5 2,6 1,1 1,6 : 0,2 19 -0,5 -0,7 1,1 : : 9,5
UK £M3) 11,7 196 139 10,3 10,8 24 39 0,5 3,6 1,6 1,4 0,6 1,5 0,6 i} 0,9 0,3 8,4
ECT 11,9 109 97 10,9 (9,8 2,6 2,5 1,8 2,6 : 0,9 0,5 1,1 0,3) (0,2) : : (8,5)
USA M2 7,9 89 10,1 92 11,7 5,2 2,4 1,5 2,2 09 0,7 0,6 0,5 0,7 8,2
JAP M2 91 72 11,0 7,9 73 1,9 1,7 2,0 1,5 -0,1 0,8 0,8 0,6 1,1 8,0
TABLE A.7 : Short-term interest rates'’
1983 1984 1983 1984 C";;:fo :;;;
1979 180 1981 1982 1983 1 o m v I Nov. Dec Jan. Febr. March  Apr.  May %5
B 109 142 156 14,1 10,5 12,3 95 93 11,0 124 10,8 11,0 10 125 124 11,9 11,9 19
DK 12,5 169 149 164 12,1 18,2 54 13,7 13,1 11,4 9,3 13,1 125 11,0 114 126 105 21
D 6,9 9,5 123 8,8 5,8 53 5,6 5.8 6,5 5,8 6,5 6,5 6,1 5,9 59 58 6,2 0,7
GR 11,0 16,8 202 194 196 140 11,8 10,0 15,8 16,8 10,0 13,3 17,3 158 140 174 —-49
F 98 123 156 146 12,5 12,3 12,6 126 123 12,6 12,3 123 123 12,6 12,6 124 124 -0,2
IRL 16,0 16,2 6,6 17,5 14,1 17,3 13,7 12,6 12,3 13,0 12,3 12,3 124 12,7 13,0 128 124 -2,3
I 120 176 200 201 181 194 178 175 179 174 179 179 179 172 174 174 169 -10
NL 96 106 118 83 57 43 54 62 61 6.1 63 61 60 60 61 59 61 ~01
UK 13,9 168 142 122 10,1 10,9 9,7 9,7 9.4 8,9 9,3 9,4 9,4 9,3 9,0 8,9 2.9 -0,4
EC™” 10,3 134 150 132 10,8 11,1 10,3 10,5 10,6 10,5 10,7 10,6 106 10,6 105 104 10,6 -0,2
USA 10,1 11,6 14,0 10,6 8,7 8,6 8,7 8,8 9.0 9,7 8,9 9,0 8,9 9,1 9,7 97 98 1,2
JAP 59 10,9 7,4 6,9 6,4 6,7 6,2 6,5 6,4 6,5 6,0 6,4 6,1 6,0 6,5 -0,2
TABLE A.8 : Long-term interest rates'>
1983 1984 1983 1984 C";;ifﬂ:";;
1979 1980 1981 1982 1983 1 I m v 1 Oct. Nov. Dec Jan. Febr. March  Apr %
B 97 12,2 13,8 135 118 12,5 11,6 114 11,9 12,2 11,3 11,8 11,9 120 124 122 121 0,5
DK 16,7 18,7 19,3 20,5 14,4 14,7 14,3 13,7 126 14,0 136 139 126 12,9 134 140 13,6 0,1
D 7,4 5 104 9, 7, 7,4 8,0 8,3 2 7,9 8, 8,1 N 8,2 y 7.9 7.9 0,5
GR 11,2 171 17,7 154 18,2 179 18,0 18,8 19,7 19,6 19,2 19,3 19,7 21,1 199 19,6 19,6 1,4
F 10,9 13,7 16,3 16,0 144 14,7 145 140 140 14,0 14,1 14,1 14,0 13,8 13,9 140 13,8 -0,8
IRL 15,1 154 17,2 17,0 13,9 14,0 13,6 13,7 14,2 14,1 13,8 13,7 142 13,9 142 14,1 14,1 0,5
I 14,1 16,1 20,6 20,9 18,0 18,2 179 17,6 174 15,4 174 174 174 16,6 159 154 154 -2,5
L 6,8 7.4 8,6 10,4 9.8 10,4 98 93 9,5 10,1 9.4 9,5 95 97 10,0 10,1 10,2 -0,2
NL 92 10,7 12,2 10,5 8,8 8,0 9,7 9.1 8,9 8,7 8,7 8,9 8,9 8,9 A 8,7 8,8 0,1
UK 130 139 148 12,7 10,8 10,8 10,5 10,5 10,2 10,2 10,5 10,2 10,2 10,4 104 10,2 10,6 0
EC10™ 10,9 12,7 149 140 12,2 12,1 122 12,0 11,9 11,5 12,0 11,9 119 11,8 114 11,5 11,6 —-0,4
USA 8,7 10,8 129 12,2 10,8 10,3 10,6 11,3 114 11,9 11,2 11,2 114 11,3 11,8 119 127 2,5
JAP 7,7 92 8,7 8,1 7,4 7,6 7,5 73 6,9 6,6 7,2 7.1 6,9 6,9 6,9 6,6 0,9
TABLE A.9: Value of ECU - 1 ECU = ... units of national currency or SDR
1983 1984 1983 1984 Ch:;ﬁ'&:
1979 1980 1981 1982 1983 I I m v I Nov. Dec Jan. Febr. March Apr.  May P
BFR/LFR 40,17. 40,60 41,29 44,68 45,44 4487 4522 45,69 4594 45,90 45,97 4596 46,07 4596 45,69 45,61 45,59 0,7
DKR 721 783 792 8,15 8,13 8,09 8,08 818 8,17 8,18 8,16 8,18 8,18 8,19 8,18 82 8,2 1,4
DM 2,51 253 2,51 238 227 2,28 227 228 226 2,24 2,26 226 226 224 223 223 2724 -1,2
DR 50,78 59,24 61,62 65,30 78,09 78,32 76,67 76,50 81,11 84,90 81,11 81,19 82,33 84,45 8791 8850 88,19 14,4
FF 5,83 5,87 04 6,43 6,77 6,53 681 68 6,88 6,90 6,88 6,89 69 691 688 687 6,88 0,9
IRL 0,669 0,676 0,691 0,690 0,715 0,692 0,718 0,723 0,727 0,‘}28 0,727 0,727 0,729 0,728 0,7"29 0,729 0,729 1,6
LIT 1138 1189 1263 1324 1350 1326 1347 1355 1371 382 1371 1370 1371 1385 13 13 1383 2,5
HFL 275 2,76 2,78 2,62 254 2,52 255 255 2,53 2,53 2,54 254 254 253 252 252 252 -1,1
UKL 0,646 0,598 0,553 0,561 0,587 0,619 0,586 0,570 0,574 0,579 0,571 0,573 0,571 0,577 0,591 0,594 0,587 0,6
USD 1,371 1,391 1,116 0,981 0,890 0,948 0,912 0,861 0,840 0,832 0,844 0,822 0,804 0,831 0,860 0,845 0815 -—1173
YEN 300,5 315,0 2454 2435 2114 2232 216,6 208,77 1963 1919 1982 1926 188,0 1940 1938 190,2 1879 —13,0
SDR 1,060 1,068 0946 0888 0833 0868 0846 0817 0802 0792 0802 0788 0776 0,792 08068 079 0783 -77
TABLE A.10 : Effective exchange rates: export aspect'® - Percentage change on preceding period
1983 1984 1983 1984 0'1*2":; o
1979 1980 1981 1982 1983 I 1 I v 1 Nov. Dec. Jan. Febr. March Apr.  May Py
B/L 1,2 -05 -54 -92 =20 12 -11 -18 -1,1 -0,1 -0,6 -03 -0,6 0,8 11 -0,1 -04 -2,6
DK -08 -79 —-68 -—-40 0,1 22 -12 =277 04 -0,5 -0,7 -038 -0,5 0,7 0,8 —-0,7 -07 —~42
D 4.8 04 -—-52 5,1 4,5 2,6 03 -18 0,1 0,3 -1,1 -0,5 -0,5 1,6 14 -05 -1.2 -1,5
GR -54 —135 -94 -73 -172 -153 22 -08 -6,3 -52 -1,5 -08 -21 -15 -32 -12 -04 -—151
F 0,9 04 -87 —-80 -62 1,5 -53 =20 -12 -0,5 -08 -0,7 -09 1,1 1,3 -03 -1, -3,7
IRL 02 -20 -83 -1,1 -34 22 -54 -25 -09 -0,2 -1,0 -04 -09 1,6 07 -02 -10 -3,8
I -32 -37 -122 -6,7 -34 12 -25 -19 -=-20 -1.3 -0,7 -07 -0.8 0 0,6 0 -09 -56
NL 1,8 0,1 -5,0 5,5 2,4 14 -16 -09 0 -0,1 -0,7 -0,5 -0,5 0,9 1,1 -0,3 -0,7 -1,0
UK 6,2 10,1 1,1 -46 -70 -9,2 49 1,2 -1,7 -1,6 06 -14 -0,4 01 -16 -12 0,3 -4,6
ECU 59 22 —149 —53 -48 07 —23 -36 -25 15 -16 -19 -1,7 22 16 -1,1 -19 —87
USA -33 -03 140 122 &1 -19 28 39 06 0,8 1,8 1,7 1,3 -19 -24 12 29 8,2
JAP -7,1 —41 140 -48 9,8 9,7 1,3 0,6 45 2,2 0,3 1,7 1,2 -14 2,1 1,1 -06 8,0

8 The seasonally adjusted position for the Community does not correspond to the sum of positions of th
countries’ exports and imports.
9 National sources for Belgium, Denmark, Germany, France, Ireland and the United Kingdom; seasonal adj by Eurostat for Greece, Italy and the Netherlands. .
10 Average of monthly chang lly adjusted, weighted for GDP at 1975 prices and purchasing power parities. For money supply, the monthly change in Belgium is obtained by linear interpolation of
quarterly data.
1 National sources; three-month interbank rate except: Belgium: yield on issue of four-month Fonds des Rentes certificates; Denmark: daily money market rate (monthly average). Annual average, end
quarter and end month.
12 Average weighted for GDP at 1975 prices and purchasing power parities.
13 Yield on public sector bonds. Annual average. Average for last month of quarter and monthly average for Germany, Italy, Luxembourg and the Netherlands. End quarter and end months for the other
Member States.
4 Weighting coefficients are calculated so as to allow not only for bilateral trade but also for competition on third markets and on the domestic market of the exporting country.

Note: (s.a.) = seasonally adjusted.
: = data not available.
() = estimated.

o

Member States; it is obtained by seasonal adjustment of the sum of gross figures for the various




Major economic policy measures — May 1984

Community (EC)

None.

Belgium (B)

None.

Denmark (DK)

None.

Federal Republic of Germany (D)
None.

Greece (GR)

2.5. Commercial banks were authorized to grant short-term foreign curren-
cy loans to industrial and mining firms to finance the cost of promoting
exports.

5.5. It was announced that a national system of unemployment insurance
would be set up. Under the new system, benefits will be payable for seven
months (instead of three and a half, as at present). In addition, young
jobseekeﬁ under 30 will be eligible for benefits of DR 15 000 a month for
six months.

20.5 By decision of the Ministry of the National Economy, central supervis-
ory bodies were set up to monitor investments under the development laws.
France (F)

1.5. The minimum wage was increased by 3,4 % as from 1 May. It should
be raised again from 1 July by some 1 % to 1,5 % (bni:r_nl‘gilzlg the minimum
hourly rate from FF 23,55 to between FF 23,79 and ,90).

Ireland (IRL)
None.

Italy (@

1.5. Postal charges were selectively increased by an average of 13-14 % in
annual terms. Electricity charges to industrial and commercial users (but not
to domestic users) were raised by 6,6 % for small consumers and by 5,2 %
for medium consumers while charges to large consumers were reduced.
Motorway tolls were increased by an average of 11 %.

4.5, The Ministry of the Treasury decided, on a proposal from the
Governor of the Bank of Italy, to reduce the discount rate and the rate of
advances on central bank securities from 16 % to 15 %.

9.5 The banking association advised member banks to pass on the reduction
in the discount rate in their borrowing and lending rates.

Luxembourg (L)

20.5. The government approved a Xrogramme to stimulate construction. It
includes the reimbursement of VAT to the contracting authority, more
generous provisions on tax deductibility for interest payments on home-
purchasing loans, and an increase in the income limit on eligibility for
subsidized loans.

Netherlands (NL)
None.

United Kingdom (UK)

None.

Prices (excluding VAT) in Luxembourg

ECU BFR IRL UKL USD 1
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