





— 3

In the United Kingdom the climate of consumption indicator
in October continued to point upwards (from -9 to —7).
While personal income expectations are as optimistic as in
Germany, there is still a considerable difference between the
Federal Republic of Germany (balance —5) and the United
Kingdom (balance —31) as regards the assessment of the
general economic situation. The main reason for this is
probably the labour market situation. In Germany there was
a slight fall in the proportion of respondents who expect
unemployment to increase further (from +16 in September to
+14; balance). But in the United Kingdom there was a slight
increase in this proportion (from +35 in September to +37;
balance).

The October survey of [ltalian consumers was clearly heavily
influenced by the government crisis prevailing when the
survey was carried out. This is borne out by the fact that the
assessment of the general economic situation in particular was
distinctly more sceptical than it had been in the past.
However the effect of these political considerations was far
less marked in relation to the assessment of the personal
financial position of consumers. But overall, the climate of
consumpton deteriorated considerably in Italy (from —9 in
September to —15 in October). It remains to be seen whether
Italian consumers’ economic judgments and expectations will
brighten up again after the settlement of the government
crisis or whether they reflect a long-term decline in the
propensity to consume.

Of the remaining member countries, preliminary results for
October are also available for Belgium, Denmark and the
Netherlands. In all three cases the climate of consumption
improved perceptibly in October; the upward trend in the
Netherlands is particularly striking (see Graph 2).

The new consumer survey results support the Commission’s
economic forecast in the belief that domestic demand (both
investment and private consumption) will provide more of a
push than it has in the past to the upsurge in activity in the
Community in the months ahead, while the stimulus from
exports will be somewhat reduced. This development is
taking place in most of the member contries in a calm price
environment. On average for the Community, consumers
expect that price rises will show a further slight weakening in
the next twelve months. In Denmark and the Netherlands in
particular consumers are expecting prices to rise far more
slowly (see Graph 2; a detailed analysis of the results of the

consumer surveys will appear in the December issue of this
Supplement).

d) Share prices continue to move upwards. — Share prices
are included in the composite indicator as an estimating figure
for the profit expectations of private investors; for the
Community as a whole, the rise in share prices slackened only
slightly in October; France and the Netherlands were the only
countries where they weakened temporarily; on the other
hand they advanced more rapidly in the Federal Republic of
Germany and Belgium.

Main subject : Capacity utilization in industry

Capital utilization almost unchanged. — Despite higher
output, the utilization of European industrial capacity decli-
ned slightly between June and October 1985 (from 82.4 % to
82.2 %). Productive capacity has recently clearly grown at
roughly the same rate as output, as a result of the sharp
increase in investment in 1984/85'. At any rate, companies see
no danger of spare capacity increasing undesirably in the next
few months. On the contrary, the proportion of industrial
companies which are expecting excessive capacity in the next
twelve months has again fallen (balance +24 compared with
+27 in July 1985; see Table 3).

Taking the member States separately, capacity utilization has
risen since the middle of the year in Belgium (from 78.2 % in
July to 80.4 % in October 1985). Utilization has probably
increased in Denmark as well, although this cannot be
accurately measured because Denmark has no quantitative
utilization data. However the probable increase in utilization
is borne out by the assessments on technical capacity; for the
first time, the firms which are expecting capacity bottlenecks
in the near future were in a slight majority (balance —2). In
the Federal Republic of Germany, utilization in October was
similar to the mid-year level (84.9 %). In the other member

It can not be ruled out, however, that the slight decline in capacity utilization is partly
also a statistical phenomenon. Because of the sharp rise in capacity utilization in the
autumn of last year (as a reaction to the ending of the metalworkers' strike in the
Federal Republic of Germany) this year’s seasonally adjusted October value for the
Federal Republic of Germany — and for the Community — could be slightly
understated.

"

Without the scasonal adjustment problems mentioned (effect of the metalworkers’
strike) it would probably have risen further.

TABLE 1 : New orders in manufacturing industry (a) (s.a.)

Balances: i.e., differences between the percentages of respondents giving positive and negative replies

Range (b) 1983 1984 1984 1985

Peak Trough J A J (o] J A J (o]

1979 1981/82
B + 8 -22 -2 -7 -5 - 8 - 7 - 8 - 4 -1 -1 + 2
DK : - 14 +13 +30 +29 +28 +26 +36 +31 +15 +27 +11
D +17 -26 + 9 + 8 +10 + 3 +10 + 7 -9 — ! -1 +10
F + 14 -35 -19 ~-17 -22 —15 -17 -15 -17 -16 -13 -9
IRL : —46 =25 - 4 -3 -6 + 5 -10 -1 - 10 -6 -10
1 + 7 =25 -10 + 3 + 2 -1 + 4 + 5 + 6 -5 + 3 +19
L +45 - 67 -1 + 3 + 4 -9 +10 + 6 + 5 + 31 + 6 + 6
NL + 9 -6 + 4 + 7 +19 + 5 + 3 0 -1 + 5 +11 0
UK : =21 + 7 +17 +19 +15 +16 +18 +13 + 14 +12 +18
EUR (¢) + 14 =21 -1 + 3 + 4 + 1 + 4 + 4 -2 -2 + 1 + 9

TABLE 2: Export volume expectations in manufacturing industry (a) (s.a.)
Balances: i.e., differences beiween the percentages of respondents giving positive and negative replies

Range (b) 1983 1984 1984 1985
Peak Trough J A J (o] J A J (8]
1979 1981/82
D + 6 —-15 -7 +10 + 8 + 2 +13 +16 + 9 +12 + 4 + 7
GR : —13 +13 +27 +16 +26 +38 +28 +27 +22 +31 +24
F +13 -23 -14 -6 -7 —11 -1 -5 + 3 -2 -5 + 6
IRL : - 8 -1 +14 +10 +16 +27 + 6 + 8 + 8 + 7 +24
1 +16 —14 -2 +11 +11 +12 +10 + 9 +11 + 6 + 6 +17
L +62 -67 -18 + 7 + 7 0 + 6 +13 + 6 -6 + 1 + 7
NL +20 =11 + 9 +12 +20 +16 + 2 +10 + 3 + 3 + 1 + 8
UK : - 4 + 7 +17 +16 +11 +14 +20 +22 +16 + 14 + 9
EUR (c) +11 -1 -3 + 9 + 8 + 4 + 9 +11 +10 + 9 + 4 + 9

(a) Details of the questions are given on the last page.

(c) Weighted total of available country data.
Source: European Community business surveys.

(b) These arc the extreme (high and low) values of the balances of the different questions, reached in the course of 1979 and 1981/82, respectively.













TABLE 6: Indicators of output and economic sentiment

Range Range 1984 1985 1985
Peak Trough Pcak Trough I 11 111 May  June July  Aug.  Sept. Oct.
1972773 1974775 1979780 1981/83
gross domestic product 1980=100 : : : : : : : : : : :
index of industrial production 1025 76,5 1063 924 1024 102,7 1037 : 1024 107,2 102,3
1. industrial confidence indicator +19 -56 -4 =35 -12 -13 -17 -13 -18 -16 -14 -—-15 -—-11 -10
2. construction confidence indicator + 9 =36 -7 =65 -54 -47 -39 -38 -37 -36 -3 -40 -37 -137
3. consumer confidence indicator'* 7.0 -180 -7,0-31,0 -27 —-24 =22 -21 (-22)(-22) -21 (=21)(-21) —-17
4. sharc-price index* * 1551 980 1143 750 1619 171,1 177,8 186,4 176,1 1849 183,3 183,0 192,8 2057
= 5. cconomic sentiment indicator 1079 994 103,0 97,5 100,0 100,7 101,0 101,6 101,0 101,3 101,5 101,3 102,1 102,6
D gross domeﬂicproducr7 1980=100 85,1 833 101,2 98,9 102,7 103,4 104,8 : : : : :
index of industrial production 920 824 103,1 91,4 98,8 1029 104,1 : 104,0 105,7 108,0 105,3
1. industrial confidence indicator +10 —-49 + 2 -40 - 8 -7 — 8 -6 -8 -6 -7 -6 -4 -4
2. construction confidence indicator -4 -72 +11 -64 -54 —68 —62 -—-49 -63 —-58 -54 -50 —45 -38
3. consumer confidence indicator? co =222 920 -310 -9 -8 -9 -7 -8 —-10 -8 -7 -6 -3
4. sharc-price index* ® 109.0 752 115.6 97,6 153,6 175,2 192,3 2148 189.6 204,7 208,3 209,3 226,8 243,6
= 5. economic sentiment indicator 103.8 970 103,6 94,7 100,6 100,8 101,1 1023 101,1 101,5 101,8 102,1 103,0 103,99
F  grossdomestic product 1980=100 85,4 842 99.8 102,4 1047 104,7 1053 : : : : :
index of industrial production 96,7 822 1052 94,8 100,0 982 990 : 100,0 98,5 101,5 101,5
1. industrial confidence indicator +29 -—-49 +5 -39 -22 =21 =20 -15 -21 —-16 —-15 —-15 —-13 -13
2. construction confidence indicator : : -17 =57 -57 -50 -39 -32 (-39)(-39) -32 (—32)(-32) -32
3. consumer confidence indicator!-* T =90 3,0-270 -23 -25 =21 =30 (=21)(=21) =30 (-30) (-30) (-30)
4. share-price index™ * 86,6 536 1012 82,7 158,6 1843 2057 203,0 204,6 212,1 204,2 201,3 203,7 1957
= 5. economic sentiment indicator 1078 97,6 101,8 95,1 95,3 956 96,8 96,1 969 969 964 959 96,0 958
IRL gross domestic product 1980=100 : : : : : : : : : : :
index of industrial production 804 723 1038 996 1233 1289 127,1 : 1290 1243 1216
1. industrial confidence indicator o —41 +20 -40 -10 -10 -13 -2 -12 -16 -7 + 1 0 -4
2. construction confidence indicator : : : : —45 -35 =30 -36 -26 —-27 -45 —-13 =51 -42
3. consumer confidence indicator® : ~410 12,0 -440 -33 -29 =31 =27 (=31)(-31) —-27 (=27)(—-27) —-27
4, sharc-price indcx* ? 8.8 299 1122 794 139,7 1343 136,6 1613 134,1 143,0 1429 161,0 154,6 160,5
= 5. cconomic scntiment indicator 109,1 96,7 103,6 98,1 100,0 99,8 99,7 100,3 99,6 99,7 99,9 100,4 100,2 100,2
I gross domestic product 1980=100 80,4 772 101,2 98,2 101.8 102,9 103,7 : : : : :
index of industrial production 879 72,6 104,7 89,1 95,2 96,6 96,9 : 96,4 99,1 953 955
1. industrial confidence indicator +31 =59 +13 -4l - 11 -3 -1 -10 -12 -8 -9 —-10 —-10 -6
2. construction confidence indicator -8 -56 -5 =31 -28 -31 -30 -29 -34 =30 -30 -30 -25 -21
3. consumer confidence indicator? : =390 -121-296 -15 -12 -13 -10 -4 —-12 -11 -1 -9 -15
4. share-pricc index™ 3 169.6 68,5 185,0 116,9 171,5 216,1 248,6 2979 256,9 271,0 289,9 298,5 323,9 3320
= 5. economic scntiment indicator 103,8 974 1016 97,6 100,4 101,5 101,5 102,3 101,3 101,8 102,1 102,1 102,6 1019
NL  gross domestic product 1980=100 : : : : : : : R : : : :
index of industrial production 94,8 87,1 117,5 90,7 101,0 1070 102.7 : 102,0 105,00 101.0 1030
1. industrial confidence indicator +12 —44 + 4 =31 - 4 0 -2 -2 -3 0O -1 -2 -3 -4
2. construction confidence indicator + 3 —47 + 3 -—46 -23 -21 -21 -19 =23 (-23) (~19) (-19) =19 -17
3. consumer confidence indicator® 6.0 —15,0 50-370 -22 11 -12 -4 (-12)(-12) =4 (-4 (— 4 + 1
4. sharc-price index™ : 86,3 122,8 928 1968 236,55 248,6 2593 2495 251,0 258,9 2578 260,7 2556
= 5. economic scntiment indicator 107.8 100,7 1053 97,1 102,7  105,2 1053 1064 1050 1056 106,1 106,4 106,7 106,7
UK gross domestic product 1980=100 94,6 91,0 102,5 97,7 1053 107,6 108,8 : : : :
index of industrial production 92,7 89,6 1100 938 1029 106,0 108.0 108,2 107.9 1063 1068
1. industrial confidence indicator + 9 —60 0 -3 +1 0 -1 + 3 0 -1 0 0
2. construction confidence indicator : + 7 —-60 =27 —29 —-28 24 (—28) (—28) —24 (—24)(-24) —18
3. consumer confidence indicator? =325 144 =255 -5 -12 -11+ —10 -1 =11 -10 -12 -9 =7
4. share-pricc index* ® 785 233 111,6 104 .4 196,3 235,0 240,0 2372 244,1 237,8 228,7 238,9 2440 247,6
= 5. economic sentiment indicator 103,8 97,7 1049 98,8 102,5 101,7 102,2 102,2 102,2 102,2 102,1 102,1 102,4 102,6
EUR gross domestic product™ > 1980=100  &5.1 85,5 101,! 101.0 103,6 104,5 1056 : : : :
index of industrial production 920 830 1032 946 99.8 101,5 102,6 : 102.7 103,6 1034 1031
1. industrial confidence indicator + 16 49 + 3 =36 -10 -9 -9 -7 -0 -7 -8 -7 -6 -5
2. construction confidence indicator : : -1 -—-48 —43 —-46 40 -34  (—41) (-39) -35 (-35)(-32) -2
3. consumer confidence indicator * 4.6 —16.7 08-220 -14 -14 —-13 -14 -14 -14 -14 —-14 -13 -12
4. sharc-price index™ : 47,0 100.8 115,1 188,6  217.6 230,1 2398 231,3 234,9 2338 239.0 247.1 2533
= 5. cconomic scntiment indicator 107,5 96,6 1041 974 1002 1003 100,5 1009 1004 100,7 100.8 1009 101,3 101,6

second and fourth quarter values.

-t

s

{) = estimated.

Source: European Community business surveys and Furostat. For quarterly GDP/GNP: Federal Republic of Germany (Bundesbank), France (INSEE). Italy (ISCO) and the United Kingdom
(CSO). Figures for Germany do not include the adjustment for calendar irregularitics. . ’

Weighted total of quarterly figures for the Federal Republic of Germany, France, [taly and the UK.
For the Federal Republic of Germany, gross national product for quarterly data.

Not scasonally adjusted.
Revised by Eurostat.

Quarterly scries are constructed by attributing results of the January, May and October surveys to the first, second and fourth quarters respectively. Third quarter data arc interpolated between
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TABLE 7: Monthly survey of manufacturing industry — Monthly questions and the composite industrial confidence indicator (a)
Balances: i.e. differences between the percentages of respondents giving positive and negative replies (s.a.)

Range (b) Range (b) 1984 1984 1985 1985

Peak Trough Peak Through v 1 H 1 May June July Aug. Sept.  Oct.
1972773 1974775 1979/80 1981/82

B production expectations +31 -5% -4 -3 -3 -1 -4-10-5 -13-5 -6 -8 -3 -2
order-books +13 -74 -14 -49 -23 -24 25 -26 -25 -27 -28 -26 -27 -23 -23
export order-books +15 -8 -19 -5 =25 =-24 =27 -27 -27 -25 -28 -27 -28 -27 -30
stocks of finished products -14 +37 +2 +18 +10 + 8 +10 +14 + 9 +13 +15 +10 +11 + 6 + 6
sclling-price cxpcctations +64 10 +39 +12 +27 +25 +24 +20 +20 +22 +18 +21 +19 +21 +16
industrial confidencc indicator +19 -5 -4 -35 -12 -11 -13 -17 -13 -18 —-16 -14 —-15 —-11 -10
DK production expectations + 8 +27 +26 +19 +19 +17 +16
order-books —-34 +31 +35 +26 +23 +29 +22
export order-books +14  +26 +30 +27 +22 +30 +16
stocks of finished products +24 0 -10 +1+1 +5 +10
industrial confidencc indicator =22 +19 +24 +15 +14 +14 + 9
D production cxpectations +17 =32 +10 -30 +5 +5 +2+3 +2 +3+5 +2 +1 +3 +4
order-books +5 -3 -6 -5%9 -21 -16 -17 -17 -12 —-17 =15 -13 —-12 —11 -1l
export order-books : : -4 -5 -2 -13 -12-10 -8 ~-13-7 -10 -6 -7 —6
~stocks of finishcd products -7 +43 -2 +31 +8 +6 +7+9 +7 +9+8 +10 +8 +4 + 4
selling-pricc cxpectations +55 + 4 +38 + 4 +24 +22 +18 +20 +14 +18 +18 +16 +13 +12 +13
industrial confidence indicator +10 -49 +2 -4 -8 -6 -7-8-6 -8-6 -7 -6 -4 -4
GR production expectations +24  +23  +23 +21 +21 +16 +26 +26 +21 +15 +23
order-books -28 -21 -31 -23 -22 -24 —-16 —17 -22 =27 =26
export order-books -27 =25 -4 -32 -27 32 -34 -24 -27 -31 -36
stocks of finished products +18 +15 + 9 +15 + 7 415 +13 +9 +7 + 6 + 7
selling-price expectations +33  +41 426 +29 +29 +28 +28 +27 +29 +31 +34
industnal confidence indicator -7 -4 -6-6 -3 —8-1 0 -3 -6 -3
F production expectations +33 -29 +18 -20 -10 -7 -7 -4 0 -6 -1 -1 0 +1 +1
order-books +26 -69 0 -5 -35 -33 -36 -33 -28 -34 -30 -28 -28 —-27 -23
export order-books +24 -66 +10 -52 -19 -22 -22 -19 -18 —-15 —-18 =20 -18 —16 ~—15
stocks of finishcd products -4 +50 + 3 +42 +20 +20 +21 +21 +16 +24 +18 +17 +16 +14 +18
sclling-price cxpectations +76 +15 +62 +17 +42 +33 +38 +32 +28 +29 +27 +30 +28 +27 +30
industrial confidence indicator +29 -49 +5 -39 -2 -20 -21 -19 —-15 -21 —-16 —-15 —-15 —-13 ~-13
IRL  production expectations =21 +40 -33 + 2 0 -1 +5 +11 +4+4 +8 +10 +14 + 9
order-books -68 +18 -5 -29 -27 -20 -30 —-14 -31 -29 -21 -8 —-13 -—-24
stocks of finished products +35 -6 +33 +6 +9 +8+13 +3 +8+22 +8 -1 +2 =2
sclling-price expectations +64  +77 420 +32 430 +22 419 +12 +18 + 7 +20 + 5 +12 -1
industrial confidence indicator -41 +20 -4 -10 -12 -10 -t3 -2 -12 -16 - 7 + 1 0 -4
I production cxpectations +40 -43 +24 -26 +9 +12 +8+5 +6 +5+8 +7 +5 +6 +12
order-books +3 -8 +7 -66 -26 -18 -20-22 -20 -21 =20 -20 -22 -19 -—19
cxport order-books +13 -67 ~-6 -5 -28 -27 -30 -31 -30 -31 -33 -~30 -30 -29 -2
stocks of finished products -24 +53 -8 432 +16 +16 +17 +17 +15 +20 +13 +14 +13 +18 +11
sclling-price expectations +76  +10  +87 +37 +47 +40 +41 +43 +36  +46 +45 +32 +39 +37 +37
industrial confidence indicator +31 -5 +13 -4 -1 -7 -3 -1l -10 -12 -8 -9 —-10 —-10 ~ 6
L production expectations +84 —80 +40 -66 -7 + 7 -2 0o +3 -2 -15 0 +4 + 4 + 4
order-books : : +8 =70 +10 +13 +3-1+4+6 —-3+2 0 +9 +10 + 4
export ordcr-books : : +9 -8 +11 +14 +1 -2 +9 0 -3 -1 +12 +15 + 6
stocks of finished products -14 +74 0 +58 +4 -1 -4+4+10 +2 +9+8 +8 -3 +2 +3
selling-price expectations : =46 +74 38 +23 +23 0 +26 +24  +15 +22 +22 +28 +21 +30
industrial confidence indicator o +16 —-65 +1 +7 +2 -4 +2 —-5-4 -3 +5 +4 +2
NL production expectations +26 -26 +20 ~-13 +7 +6 +7+2 +2 +24+6 +4 +2 0 +1
order-books +7 -4 -5 -42 -1 -7 -2-5-5 -6-5-5-3-7-10
stocks of finished products -3 457 +3 439 +9 +10 +4 +4 +3 + 6 1 +3 +4 +3 +3
industrial confidencc indicator +12 -4 +4 -31 -4 -4 0-2 -2 -3 0 -1-2 -3 -4
UK production cxpcctations +29 =52 421 +19 +18 +21 +19 +18 +23 +17 +20 +21 +21
order-books -2 -8 ~-10 -8 -12-5-5 -5-3-3-7-6 -7
export ordcr-books - -72 -13 -6 -6-1 -5 +2 -5 +2 -5 -1l —-10
stocks of finished products - b 442 +10 +11 +14 +12 415 +15 +12 +14 +15 +15 +14
sclling-price expectations +70  + 7 +32 435 +31 +26 +20 +25 +26 +24 +18 +19 +17
industrial confidence indicator +9 -60 0 0 -3+ 1 0 —-1+3 0 -1 0 0
EUR production expectations +24 =30 +15 -20 +5 +7 +5+5 +7 +4+8+5 +6 +9 +9
order-books , 15 =70 -7 =56 =22 -19 =20 -18 —-16 -—18 —17 —-16 —16 —-15 —15
export order-books : =12 =50 =21 -16 —-16 -14 15 -4 -4 —-14 —-15 —1I5 —15
stocks of finished products -10 +48 -1 431 412 +12 +13 +13 +11  +15 +11 +12 +11 +11 +10
selling-price expectations +64 + 9  +53 +22 +33 429 +29 +28 +22  +27 427 +24 +24 +23 +23
industrial confidence indicator +16 -49 +3 -36 -0 -8 -9-9 -7 -10-7 -8 -7 -6 -35

Note: (s.a.) = scasonally adjusted.

: = not available.

() = estimated.

Source: European Community business surveys.

(a) The indicator is an average of the responses (balances) to the questions on production expectations, order-books and stocks (the latter with inverted sign).
(b) These are the extreme (high and low) values of the balances of the different questions, reached in the course of 1972-1975 and 1979- 1982, respectivelv,
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