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TABLE 2: Deflator of gross domestic product (percentage change on preceding year, 1961-92) *
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TABLE 3: Final domestic demand, volume (percentage change at constant prices on preceding year, 1961-92) *

EUR
USA
JAP

MOWYWO— OGRS — O

N— NN N—~NN— TN

O AN NONNN —

............

NOoONOM == NN
!

O 00 wl VIO (N VY O\ I 00 00 —

NOWVANTNN —NNNO

AN NONOOVIOARND —

FoNN-Nwanrt- g on

0O — O OVOT O

F— NN OV A — 00

AN O — AT

NN =—0NO TV — OV
I I | -

Q=N NN — N

NON—OF —mMONo T
I

NTOTARNOARANAN

cwrnowvAaNoONSnOoN
|

OO — — O~ 10

NNANOOSO—~IFN—ON
| |

NN —ON—~OS

N—NCSSOSNSS —n <
! bl | I

OFTNOTORAT NN

— O = e~ NN —— NO

OOV — DN —NO RN

Aoa S 50 VARV RVOR S S B o o o

=8
o —

=
— O <t

Q1 oo
Nown

ar
n e

e
R~

—_——
<t N

ang
onen <t

Q0
— NN

— T 0

—_— ) —

A
——

QAT
T TN

EUR
USA
JAP

1984 1985 1986 1987 1988 1989

1974-82 1983

1961-73

TABLE 4: Gross national product at current market prices (percentage change on preceding year, 1961-92) *
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* Notes: see page 15.
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TABLE 7: Total investment, volume (percentage change on preceding year, 1961-92) *
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TABLE 8: Private consumption, volume (percentage change on preceding year, 1961-92) *
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TABLE 9: Real compensation of employees pei' head ! (percentage change on preceding year 1961-92) *
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TABLE 10: Public consumption, volume (percentage change on preceding year 1961-92) *

I Deflated by private consumption prices.
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TABLE 12: Deflator of private consumption (percentage change on preceding year, 1961-92) *
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TABLE 13: Compensation of employees per head (percentage change on preceding year, 1961-92) *
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TABLE 14: Real GDP per occupied person (percentage change on preceding year, 1961-92) *
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TABLE 15: Unit labour costs, whole economy! (percentage change on preceding year, 1961-92) *
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TABLE 16: Total employment (percentage change on preceding year, 1961-92) *
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TABLE 17: Employment in manufacturing industries (percentage change on preceding year, 1974-92) *
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TABLE 18: Number of unemployed (as percentage of civilian labour force, 1961-92)* 1
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! Series following SOEC definition based on the labour force survey.

2 In percentage of total labour force.

TABLE 19: General government lending (+) or borrowing (—) (as a percentage of GDP, 1974-92) *
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2 Including current transfers to Cast Germany and the deficit of East German territorial authorities.

I EUR without Greece and Portugal up to 1983.

* Notes: see page 15.
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TABLE 27: Trade balance total (fob/cif) (in billions of ecus) *
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TABLE 28: Trade balance intra-EC (fob/cif) (in billions of ecus) *
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TABLE 29: Trade balance extra-EC (fob/cif) (in billions of ecus)*
TABLE 30: Balance on current account (as percentage of GDP, 1961-92) *
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TABLE 36: Interest and exchange rates assumptions *
1987 1988 1989 1990 1991 1992

Annual rates in percentage
points
Rates of interest (US)
— Short-term ! 59 69 84 78 557765
— Long-term2 87 90 85 86 84 85
Percentage change on preceding
year
Exchange rate of USD
— Vis-a-vis ECU?3 ~141 -29 72 -133 -1.6 -08
— Vis-a-vis YEN 3 -132 -120 76 49 6 2.7

1 13-week US treasury bills.
2 US 10 year-bonds.
3 + () signifies an appreciation (depreciation) of the USD.

* Notes: see page 15.

Japan. — The Japanese economy still enjoyed a strong rate of
growth in 1990, with an annual increase of GNP of 5.6 %.
However, some signs of deceleration were already apparent in the
second half of the year, especially in private consumption and
residential construction. This evolution seems to be the result of
the tight monetary policy implemented, which led to a contraction
of credit and an increase in short-term interest rates, as well as of
the deterioration in the international environment and the
consequent worsening of consumer confidence.

Private consumption should resume as well as investment. As a
result, growth is expected to continue, though at a lower pace,
more consistent with the price stability objective. GNP should
increase by 3.8 % in 1991 and by 4.1 % in 1992.

MAIN ASSUMPTIONS AND UNCERTAINTIES

Assumptions. — Ol price— The situation in the petroleurn market
has become much more stable since the beginning of the year,
when the absence of damage to Gulf oil installations outside
Kuwait and Iraq became clear. High oil stocks and slackening
economic activity in the consuming industrialized countries and
huge financing needs in the Gulf countries engaged in the war, all
point to depressed oil prices, at least for the months ahead. For
these reasons, and considering the mid-April price of $19.2 per
barrel, a price of $20 per barrel is taken as the assumption for the
period of the forecast.

Non-oil commodities prices — Dollar prices of non-oil com-
modities are assumed to decrease by 2.1 % in 1991 and to increase
again moderately in 1992 thus reverting to their 1990 prices.

Exchange rates — As usual, the assumption made is of constant
exchange rates throughout the forecast period. More precisely, the
assumption is of stability in real terms at the levels of the average
of March 1991 between the ERM currencies, the dollar and the
yen. For the ERM currencies and the Portuguese escudo, stability
in nominal terms is assumed. For the Greek drachma a nominal
depreciation is assumed which will not fully offset the inflation
differentials. This assumption results in the following exchange
rates of the US dollar against the D mark: 1991 — DM 1.589;
1992 — DM 1.601.

Interest rates — Short-term interest rates for the dollar are
assumed to be 5.5 % and 6.5 % for 1991 and 1992 respectively and
the long-term interest rates 8.4 % and 8.5 %. For the DM, the
short-term interest rates are 9.2 % and 9.0 % for 1991 and 1992
and the long-term interest rates, 9.0 % and 9.3 %.

Policies — The assumption made is the traditional ‘no-policy-
change’. This implies that both monetary and budgetary policies
for 1991 and 1992 are assumed to be an extrapolation of present
trends except where discretionary measures have already been
decided or announced.

German data — Basically, the Spring 1991 Economic Forecasts
deal with the economy of West Germany as did the Autumn
forecasts. Since national accounts data for unified Germany are
not yet available, forecasts for GNP, its components and of
inflation, labour market developments, productivity etc. are for
West Germany only. There is one basic exception to this rule,
namely the forecasts for the general government account. Here the
data include the budgetary transfers to East Germany as well as
the deficit of the East German territories. This treatment is
consistent with the method used for the Autumn forecast. On the
other hand, and this is different from the Autumn Economic
Forecasts, trade figures based on customs data cover exports and
imports of goods of the unified Germany (this applies in particular
to tables 24, 27, 28, 29, 32, 33, 34, 35). The treatment of Germany
has hardly any repercussions for the Community aggregates. Since
the aggregation has used data for West Germany, with the
exception of trade data, there is no methodological break in the
time series.

Risks and uncertainties. — The major risks that surrounded the
Autumn 1990 forecasts are thought to have a considerably lesser
bearing upon the Spring 1991 Economic Forecast. '

1. The Gulf crisis has come to an end;

2. Oil market conditions are soft and are expected to remain so;
the assumption of oil prices at $20 per barrel over the
forecasting period is therefore a very plausible one;

3. Although German unification is still significantly influencing
economic developments in Germany and the Community, the
degree of uncertainty surrounding its impact is substantially
reduced.

The main source of uncertainty concerns the timing and the
strength of the recovery, particularly in the USA and the UK, but
also in member countries like France and Italy. Factors playing a
crucial role are:

1. Consumer and business confidence; its restoration may take
longer and be less steep than implicitly assumed in most
country forecasts, implying that household and business
expenditure may be less buoyant than anticipated;

2. Wage behaviour ; the expected rebound in economic activity in
1992 depends heavily on a moderation in wage increases, a
contraction of real unit labour costs and the subsequent
restoration of profit margins;

3. Real interest rates — Tightened monetary policies in the wake
of rising inflationary pressures would put renewed pressure on
real interest rates;

Another major risk factor is the behaviour of the dollar. Given the
high volatility of the dollar in the first months of 1991, the starting
values of the traditional assumption of constant exchange rates
throughout the forecast period were the averages of March 1991.
A sustained firming of the dollar would add uncertainty over when
and how strong the US economy may recover. On the other hand,
for the Community a renewed appreciation of the dollar is likely to
entail a beneficial impact on exports and economic activity but
might hamper the fight against inflation.

15 May 1991
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TABLE 37: Demand components at constant prices (!) and contributions to real GDP growth (2), EC Countries and EC, 1986-92 *

1986 1987 1988 1989 1990 1991 1992 1986 1987 1988 1989 1990 1991 1992
B5  Demand components E%  Demand components
Private consumption 24 30 28 37 39 27 25 Private consumption 41 58 47 55 37 29 33
Government consumption 16 07-1.1-12 05 13 12 Government consumption 58 89 40 76 44 35 30
Fixed capital formation 44 58135136 76 10 35 Fixed capital formation 10.1 14.0 140 13.7 67 49 69
— Construction 31 33150 96 57 -10 30 — Construction 6.5 100 12.6 147 10.7 64 76
— Equipment 49 58177190 99 34 40 — Equipment 158 242165124 1.2 26 5.7
Exports of goods and services 56 64 83 69 40 36 43 Exports of goods and services 1.6 61 52 29 42 53 6.2
Imports of goods and services 75 85 78 81 38 34 42 Imports of goods and services 148 202143170 81 69 79
GDP 1.5 22 46 39 37 23 26 GDP ) 32 56 52 48 37 30 35
Contributions to growth Contributions to growth
Final domestic demand 25 30 39 47 41 22 25 Final domestic demand 54 80 68 80 47 3.7 44
Stockbuilding 02 08 02 02-04 00 0.1 Stockbuilding 05 02 05 02 01 00 00
Foreign balance -1.3 -16 04-10 01 01 00 Foreign balance -2.7 -33-26-42-12 0.7 08
DK4 Demand components F4 Demand components
Private consumption 57150808 081019 Private consumption SR 0629730 3T 22 72S
Government consumption 05 25 02-13-07 08 -06 Government consumption 1.7 28 28 17 31 116 27
Fixed capital formation 17.1 38 66 02-10 -2.1 24 Fixed capital formation 46 42 85 58 40 1.1 25
— Construction 180 -08 -3.1 46 38 30 02 — Construction 31 37 62 45 23 13 23
— Equipment 166 ~145-75 66 23 -12 47 — Equipment 28 41 89 70 53 10 26
Exports of goods and services 00 51 73 60 82 40 46 Exports of goods and services -1.3 29 80108 52 4.1 45
Imports of goods and services 68 20 14 42 26 16 33 Imports of goods and services 67 76 84 85 63 43 51
GDP 36 03 05 12 16 14 23 GDP 24 20 36 36 28 16 24
Contributions to growth Contributions to growth
Final domestic demand 65 ~t0-1.7-07 00 0.1 13 Final domestic demand 357 29 4134 34 19 26
Stockbuilding 04 -12 01 1008 03 02 Stockbuilding 08 02-02-01-01 -01 0.1
Foreign balance 24 25 22 08 24 12 038 Foreign balance +-1.9 -12-03 03-04 02 -03
D5 Demand components IRLS Demand components
Private consumption .34 31 30 11 43 23 25 Private consumption 20 22 24 52 30 26 28
Government consumption 23 13 06 06 29 15 14 Government consumption 25 494235 09 08 05
Fixed capital formation 33 22 51 71 88 59 39 Fixed capital formation =23 =25 46113 75 27 38
— Construction 27 03 47 51 52 32 21 — Construction -3.1 67 07 98 84 15 30
— Equipment 43 56 7.7 98129 88 58 — Equipment 03 18 56141 68 39 45
Exports of goods and services -05 07 51100 89 85 34 Exports of goods and services 29 134 87101 59 46 50
Imports of goods and services 31 43 58 86102 94 56 Imports of goods and services 56 50 39109 64 47 48
GDP 23 1.7 37 33 47 27 18 GDP -04 44 39 59 52 1.7 23
Contributions to growth Contributions to growth
Final domestic demand 31 26 30 23 48 29 26 Final domestic demand 1.2 01 15 45 33 21 24
Stockbuilding 03 01 07 03 01 00 00 Stockbuilding 00 -09-1.1 1.1 18 -0.7 -07
Foreign balance -10 -10-0.1 06 -02 -02 07 Foreign balance -6 53 35 04 02 03 06
GR? Demand components I3 Demand components
Private consumption 07 08 34 39 21 09 15 Private consumption 4577457454227 23 29
Government consumption 08 13 66 53 04 05 03 Government consumption 29 37 28 05 10 14 14
Fixed capital formation -6.2 87 88 86 52 29 170 Fixed capital formation 1.6 58 67 51 30 11 40
— Construction 07 80 76 2.1 07 00 40 — Construction .1 04 37 39 25 08 25
— Equipment -126 -7.7 10.8 173 104 60 100 — Equipment 1.6 146 64 52 35 13 53
Exports of goods and services 140 160 90 21 03 46 49 Exports of goods and services 24 32 42 92 75 35 46
Imports of goods and services 38 166 80 99 81 28 350 Imports of goods and services 50 106 74 99 67 45 6.1
GDP 14 05 41 28 01 08 16 GDP 25 30 42 32 20 1.7 24
Contributions to growth Contributions to growth
Final domestic demand 09 -07 50 51 24 11 22 Final domestic demand 36 46 47 38 25 19 30
Stockbuilding -09 -10 22-16 03 -03 00 Stockbuilding -04 03 04-02-06 01 00
Foreign balance 1.7 -18 0.7 3426 01 06 Foreign balance -06 -1.8-09-05 00 -04 06
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1986 1987 1988 1989 1990 1991 1992 1986 1987 1988 1989 1990 1991 1992
L3  Demand components ) UK35 Demand components . ) o
Private consumption 26 56 37 37 32 420 33 . Private consumption “63+"53°72-39 10 -16 20
Government consumption 31 27 40 37 24 30 30 Government consumption 19 13 05 08 17 1.7 16
Fixed capital formation 3.5 150 -55 134 58 58 5.1 Fixed capital formation 19 95148 48 -19 -104 27
— Construction 89 05 99 88 59 54 45 — Construction 60 104 61 -05 01 -33 19
— Equipment 746 139 -54 149 5663 58 — Equipment -1.9 76177 84 37 -171 35
Exports of goods and services 34 55 81 72 27 29 41 Exports of goods and services 46 58 03 43 48 12 46
Imports of goods and services 57 78 63 88 27 38 45 Imports of goods and services .69 79128 69 16 -14° 5%
GDP 43 34 55 61 37 31 33 GDP 39 47 46 22 06 -22 21
Contributions to growth Contributions to growth
Final domestic demand B T X 0 R N SO T A X S S At Final domestic demand B T v A v e K R 1 X e
Stockbuilding -1.2 -13 21 19 00 02 00 Stockbuilding 00 0.1 08 04-07 03
Foreign balance =21 23 20-15 02 09 -03 Foreign balance -06 -06-37-10 09 083 -03

NL4 Demand components

Private consumption 327407 T ITU30019
Government consumption 25 29 0609 06 08 -08
Fixed capital formation 79 15 94 30 41 12 03
— Construction 50 07118 26 25 02 03
— Equipment 101 13 68 55 60 28 .02

Exports of goods and services 34 40 81 46 52 42 42
Imports of goods and services 36 49 68 59 61 37 33
GDP 20 08 27 40 33 26 18

Contributions to growth

EUR Demand components

Private consumption TUR2TTI 41732729716
Government consumption 24 27 18 14 22 15
Fixed capital formation 40 55 9.0 67 43 08

. — Construction 37 31 64 53 38 15
— Equipment 35 84104 86 47 02

Exports of goods and services 21 41 54 77 62 46
Imports of goods and services 6.1 83 87 89 64 46
GDP 27 29 40 33 27 14

Contributions to growth

Final domestic demand Bt . e o R B i R B4 S PO
Stockbuilding 01 0.1 03 0102 00
Foreign balance -12 -13-11-06-02 -0.1

26
17
37
30
44
44
54
2.3

217
0.1
-0.5

P7

Final domestic demand P S e L R W e e et
Stockbuilding -18 20-14 31 05 03 00
Foreign balance 00 04 1.1-06-04 04 07
Demand components .

Private consumption S X T S T - R B e 3h
Government consumption 72 49 53 20 33 28 15
Fixed capital formation 109 151150 75 75 58 57
— Construction 87 94101 35 65 63 60
— Equipment 142 268 232 7.7 85 53 55

Exports of goods and services 68 86102165109 52 56
Imports of goods and services 169 20.0 16.1 10.5 136 = 9.7 89

GDP 41 53 39 54 40 28 27
Contributions to growth

Final domestic demand 73 B0 92 46 57 52 48
Stockbuilding 1.3 3208 01 06 05 04
Foreign balance -45 -60-45 07-23 29,26

! Percentage change on preceding year.

2 Change as a percentage of GDP of preceding period.
31970 prices.

4 1980 prices.

5 1985 prices.

6 1986 prices.

7 1988 prices.

* Notes. see below.

1.

Notes on technicalities, concepts and sources

Directorate General II ‘Economic and Financial Affairs’ regularly
produces, under its own responsibility, short-term economic forecasts.
These forecasts cover the principle macro-economic aggregates of the
Member States and of the Community as a whole, in addition to the
international environment. Although the forecasts primarily serve as a
support to the internal work of the Commission and its services, they also
form the subject-matter of a regular publication in the Supplement A series
‘Economic Trends’ of ‘European Economy’.

. Concepts and sources

The sources for the tables and graphs are the Commission’s services, except
where otherwise indicated.

The historical part of the time series presented in the tables (in the present
case, until 1989) is based on ESA national accounts (European System of
Integrated Economic Accounts) which are published once a year by
Eurostat. In the prospective part (1990 estimates, 1991 and 1992 forecasts)
the concepts are generally in line with national economic accounting
practice and, therefore, do not always follow the ESA definitions.

Since October 1989, the rates of unemployment presented in table 18, both
for the historical part and the forecast, are based on the definition of the
Statistical Office of the European Communities (SOEC), which relies on
labour survey data.

. Community (EC) data are generally aggregated using Purchasing Power

Standards (PPS). For aggregates at constant prices, 1985 PPS are used. The
aggregation in the tables ‘Current Balance as % of GDP’ and ‘GNP at
Market Prices’ is made using current exchange rates.

4. Technical Notes
The world geographical zones are defined as follows:
® EFTA: Austria, Finland, Iceland, Norway, Sweden and Switzerland

® OECD: EC,EFTA, USA, Canada, Japan, Australia, New Zealand and
Turkey

® Countries in Central and Eastern Europe (CCEE):
Bulgaria, Czechoslovakia, Hungary, Poland, Romania, USSR
and Yugoslavia

® OPEC: Algeria, Ecuador, Gabon, Indonesia, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, United Arab. Emirates
and Venezuela

® Dynamic Asian Economies (DAE):
Hong Kong, Korea, Malaysia, Singapore, Taiwan and
Thailand

® Other Asia: all except
DAE'’s, Indonesia, Iran, Iraq, Kuwait, Qatar, Saudi Arabia and
UAE.

® | atin America: all except Ecuador and Venezuela

® Africa: all except Algeria, Gabon, Libya and Nigeria.
In the ESA definition of ‘General Government’ social security is included but
public enterprises are excluded.

The employment statistics refer to the number of occupied persons except in
the Netherlands where they refer to man-years.

In the ‘imports’ and ‘exports’ tables, the EC figures include both intra- and
extra-Community trade.







