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Recent economic trends

Output growth somewhat slower in fourth quarter '. — According
to estimates based on data for four of the Member States, the
gross domestic product of the Community grew in the fourth
quarter of 1985 by 1,9% in real terms — seasonally adjusted
annual rate — on the previous quarter. The growth in GDP
was lower than rates registered in the second (5%) and third
quarters (3,2%) principally as a result of an emerging negative
contribution of the foreign balance, with imports growing at an
annual rate of 8,3% while exports remained sluggish. The main
contributory factor to the rise in domestic demand, which in-
creased by 3,6%, approximately the same rate as a quarter
earlier, was stockbuilding which, after restraining growth in the
third quarter, provided a substantial stimulus (2,4 percentage
points). Other components of domestic demand were consider-
ably more sluggish. The growth of private consumption slowed
from over 4% to 1,7%, but this was nevertheless more buoyant
than the rates of growth recorded in 1984, and gross fixed
investment fell marginally after its strong rise a quarter earlier.

In the Federal Republic of Germany revisions to the quarterly
national accounts data suggest that growth in the third quarter
was SOI]]G\\hd[ less than previously reported (6,8% as against
9.2%). In the fourth quarter GNP fell by 0,2% as the decline
in export5 (7,3%) was not compensated for by domestic demand.
With imports holding up, the foreign balance exerted a negative
effect of over 3 percentage points on growth. Stock building
was substantially positive in the fourth quarter as the run down
in stocks, apparent in the preceding two quarters, ended. The
rapid increase in gross fixed investment recorded earlier did not
continue in the fourth quarter when growth was down to 3%
and private consumption, after growing by 6,4 and 6,5% in the
second and third quarters respectively, fell by 2,2%.
The growth of gross domestic product in France was on the
other hand relatively sustained at 2,1% although somewhat
down on the rates recorded in the two preceding periods. Here

! In the quarterly national accounts commentary growth rates are expressed at
an annual rate, seasonally adjusted.

In this number :
Quarterly national accounts
fourth quarter 1985

the foreign balance in contrast exerted a positive effect, as
imports slowed down markedly and exports recovered some-
what from their decline in the third quarter. Domestically a
decline in stockbuilding and also in gross fixed investment, after
the rapid rates of growth recorded in the two preceding quarters,
was in evidence while on the other hand private consumption
grew by 4,4%.

Beginning with this issue quarterly national accounts data for
Italy are taken from the series produced by ISTAT (previously
figures were based on ISCO data) with the result that there is
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penditure, output and income sides at factor cost give, for the

(d) The GDP series for the United Kingdom present the estimates from the expenditure side at market prices. The estimates from the cx

(b) Goods and services including intra-Community Trade. F.R. of Germany : including factor incomes.

(c) Change on previous period as a percentage of previous period's GDP.

(a) F.R. of Germany: GNP.

period considered. substantially different results:

1985

1984

1983

GDP change estimated from the side of

3.3

0.0

R

Expenditure

Output

{ncome
Average

Sources : Federal Republic of Germany (Bundesbank), France (INSEE), Ttaly (ISTAT). and United Kingdom (C'SO). Figures for Germany do not include the adjustment for calendar irregularities




—

some difference in the historical series. For the fourth quarter
the data show some acceleration in GDP growth to 2,3%. As
in Germany the foreign balance exerted a strong negative effect
(2,5 percentage points) as imports recovered strongly (29,6%)
after falls in the preceding six months. All categories of domestic
demand were sustained with the exception of investment which
fell marginally after a steeper fall in the third quarter. Private
consumption remained buoyant for the fifth consecutive quarter
and there was a strong positive contribution from stockbuilding.

In the United Kingdom GDP growth (expenditure based meas-
ure) in the fourth quarter continued at a rapid pace (4,1%). The
contribution of the foreign balance was negative (1,3 percentage
points) as imports grew sharply (13,5%) after declines in the
previous three quarters and exports recovered less rapidly. The
main contribution to the rise in domestic demand came from
stockbuilding and a continued buoyant performance of private
consumption, while investment and government consumption
were sluggish. The output-based measure of growth, considered
by the authorities as the best indicator of short-term changes,
showed a marginally smaller increase (3,3%), with growth being
little changed in production industries, fairly uniform across the
service sector but up substantially in construction.

Industrial production recoups losses registered at the end of 1985.
— After rising by 1,1% in January the increase in industrial
production in the Community was 0,8% in February. The rise
was generalised in all Member States except Greece where a
further fall was recorded and Denmark where monthly develop-
ments have been erratic but the level is still substantially (5,3%)
up on year earlier. However as noted last month the three month
moving average (see Graph 1) suggests some deceleration in the
rate of growth of industrial output but it is too early as yet to
judge if this is a break in the upward trend or is solely due to
the poor December performance in most Member States. The
composition of output growth suggests a fairly even pattern of
developments at the Community level in the consumer and
intermediate goods sectors. The growth in output of investment
goods has been less dynamic in the three months to January
than that of total industrial production but in February this
position has been reversed. On a year-to-year basis industrial
production grew by between 5,3 and 8,1% in Denmark, Belgium
and Luxembourg, by 4,5% in Spain and Germany, between 2,2
and 3,9% in Greece, the Netherlands and the United Kingdom
and by under 1% in the remaining Member States.

Unemployment results mixed. — In March the number out of
work in the Community (s.a.) rose by 67 000 to 16 million
(11,7% of the civilian labour force). However preliminary fig-
ures suggest that the increase in April was substantially smaller
(7 000) but this will be enough to push the unemployment rate
to 11,8%. The pattern of developments in unemployment in
March was uneven as between Member States. Increases in the
numbers unemployed (s.a.) were recorded in all countries except
Belgium, where the rate has been falling since the beginning of
the year, Denmark, Luxembourg and the Netherlands. Unem-
ployment rates were lower in Denmark, France, Luxembourg,
the Netherlands, Belgium and Germany than a year earlier.
However, in the latter two countries changes in coverage of the
series influenced the decline. Thus in Belgium changes in cover-
age occurred through the first half of 1985 and more recently
in Germany a law aimed at facilitating workers aged 58 years
to leave the labour force has been availed of by 18 400 employees
who were no longer included in the registered unemployed in
March. In addition as from February in the United Kingdom
calculation of the unemployed takes place three weeks, rather
than a week, after the reference date which has the effect of
excluding claimants who have ceased to be unemployed in
the interval. In many countries vocational and employment
promotion schemes have also had an impact on the unemploy-
ment figures. One of the possible reasons for the failure of the
unemployment rate to fall is suggested by the profiles in Graph
2. This shows a continued rise in female unemployment in the
Community (up 3,3% in March on a year earlier) while male
unemployment declined (0,8% year on year) indicating an in-
creased supply of labour as women re-enter the labour force.

Further slackening in inflation. — The index of consumer prices
(EUR12) increased by 0,2% in March after a 0.1% increase in
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February. On a seasonally adjusted basis the increase was how-
ever identical in both months (0,2%) substantially below the
average monthly increase of 0,5% recorded in 1985. The trend
rate of inflation (seasonally adjusted annual rate over six
months) continued to fall to 3,7% with reduction in prices
appearing in Germany and the Netherlands. Elsewhere trend
rates are below 3% except in Italy (6,9%), Spain (9,5%), Portu-
gal (14,1%) and Greece (28,4%). The degree of divergence in
price changes within the Community (measured as the weighted
standard deviation of inflation trends in each country) has also
narrowed since the beginning of the year as the inflation trend
in Greece fell back from the high level and the Spanish trend
eased back in March. The index of consumer prices in the
Community in January was 4,1% higher than a year earlier with
the change over twelve months ranging from 0,1% in Germany
to 24,8% in Greece.

According to the quarterly national accounts data for four
Member States the price deflator of GDP in the Community
(see Table 2), the broadest indicator of internal inflation, rose
at a seasonally adjusted annualised rate of 5,2% in the final
quarter of 1985, well down on the 7,2% rise recorded in the
third quarter. The improvement in the terms of trade was not
as marked as in the third quarter and accordingly the deflator
of final domestic demand only fell marginally. The components
of domestic demand behaved unevenly; thus the private con-
sumption deflator continued to decline to reach an annualised
rate of 3,7% while the investment deflator continued its upward
movement to reach 7,9%.

Surplus on trade account in January. — The Community
(EURI10) trade balance (fob/cif) improved further in January
to record a surplus of about 100 million ECU (s.a.) as compared
with a deficit of 1449 million in November 1985. This was
primarily due to a further increase in the trade surplus of
Germany to nearly 4 000 million ECU, as the oil bill continued
to fall and the terms of trade improved by 2,2%, and a sharp
move into surplus in January of the French trade account as
the value of imports fell while exports continued to advance. In
addition the trade position of the United Kingdom continued
to improve, the deficit of 363 million ECU in January reflecting
a record oil surplus of nearly 1 600 million ECU. Those figures
available for February however suggest that a lower surplus will
be recorded in this month. Thus the oil surplus in UK fell
substantially bringing the deficit to 1 105 million ECU. In
France, although a fall of 23% was recorded in the oil bill, the
trade deficit still widened and in Germany some fall in the
surplus was registered as terms of trade improvement was more
than offset by a marked deterioration in the trade balance in
real terms. On a year-to-year basis significant improvements in
trade positions have been recorded in all Community countries
except Italy and Denmark, with the most substantial changes
being seen in Germany and France.

Average monetary growth moderates in January and February
but picks up again in March. — Average monetary growth for
the Community as a whole slowed down slightly at the start of
the year, standing at 0,6% in January and 0,5% in February,
compared with 0,7% in December. In two Member States,
Germany and Italy, the rate of money creation slowed down
over these two months; in the other Member States, the figures
fluctuated, but the rates of increase were often lower than at
the end of 1985. Over these two months Greece managed to
moderate the growth of its monetary aggregates, in line with
the objectives of its monetary programme for 1986. The first
figures available for March indicate some increase in monetary
growth: for example, in Denmark M, went up by 2,3% com-
pared with 1,8% in February even tﬁough substantial special
deposits were lodged with the central bank; in Germany the rate
of increase of bank lending to the private sector increased
significantly and in France My grew by 1,1% in March com-
pared with 0,2% in February, chiefly because of a sharp rise in
notes and sight deposits. In the United Kingdom, the growth
of sterling M; has accelerated since January, reaching 2,3% in
March. The liank of Spain, faced with a substantial increase in
liquid assets held by the public (up 1,7% in February) on several
occasions increased its rate for money market tenders, pushing
up interbank rates as a result.

Interest rates go on falling. — In April, short-term interest
rates went on falling in most of the Member States, taking the




TABLE 2: Principal price deflators of components of GDP
(Percentage change on previous period, annual rates; seasonally adjusted)
GDP Imports Exports Final Gross Government Private
" M Domestic fixed con- con-
demand investment sumption sumption
@
EUR 4
1982 Qt 9.8 33 10,8 7.8 8.8 5,6 8.2
Q2 9.3 1.5 7.1 17 7.0 9,2 9.5
Q3 8.1 11.2 7.4 9,1 42 7,6 9,2
Q4 6.4 7.2 7.6 6.3 6.0 6,2 74
1983 QI 9.6 —-15 2.1 8,6 4,5 13.6 8,2
Q2 5.7 3.6 6,0 5.0 7.3 4,0 7.3
Q3 8.8 9.8 9.1 9,0 7,1 8.8 6,9
Q4 5.7 74 8,2 5.5 5.2 8.0 6.3
1984 Q1 6.1 11,3 8.6 6.8 42 5,6 6.2
Q2 39 4.6 4.4 39 3.4 4,7 5,7
Q3 4.5 7.8 4.8 53 6.5 3.6 4.5
Q4 4.3 9.4 8.4 4.6 3,9 8,1 5.1
1985 QI 6.2 1.3 9.4 6.8 29 7.8 7.1
Q2 5.5 =20 2,8 4,0 39 33 4.5
Q3 7.2 —11.4 —-2.2 43 5.8 2,1 4.2
Q4 5.2 —64 -28 42 79 2,3 37
(1) Goods and services including intra Community Trade. F.R. Germany: including factor incomes.
(2) Including stock building.
Sources : Estimates by the Commission Services based on national accounts data for the Federal Republic Germany. France, the United Kingdom and Italy

Community average down from 9,6% at the end of March to
8.9% at the end of April. Several Member States lowered their
key interest rates during the month: Belgium cut its discount
rate from 93% to 82 % in two stages, the Bank of France
lowered its money market intervention rate from 81% to
71%, Ireland’s central bank reduced its rate for short-term
credit facilities by one and a quarter points to 121%. ltaly
made a further one-point cut in its discount rate, taking it to
13%, and Portugal took one and a half points off its official
interest rates. In the United Kingdom the banks twice cut their
base rates by half a point, taking them from 111% to
10 }%. By contrast, short-term rates were virtually unchanged
in Germany and the Netherlands and firmed in Denmark and
Spain because of slightly more restrictive monetary policy. In
Greece, the cost of short-term money stayed at the previous
month’s high level . Long-term interest rates continued to ease
in March, with the Community average standing at 9,3% com-
pared with 9,9% in February. The fall in long-term rates was
general, except for Greece where the yield on long-term public
securities rose slightly.

Stability within the EMS in April after the currency realignment
at the start of the month. — The new relative exchange rate
positions which were introduced as a result of the currency

realignment on 6 April were maintained throughout the month.
The French franc stayed at its upper limit against the German
mark and the Dutch guilder until 15 April and then, in the
second half of the month against the guilder only, as the mark,
partly benefiting from a movement of international capital out
of the dollar, rose from its floor. The strains between the French
franc and the guilder persisted throughout the month and the
Bank of France intervened regularly to support the Dutch
currency. The Italian lira and the Irish pound stayed in the
upper part of their bands while the Danish krone and the
Belgian franc, which had remained in the lower part of their
bands after the realignment, first firmed for several days and
then weakened to approach the bottom of their bands. Outside
the exchange rate mechanism, sterling gained an average for the
month of 2,6% against the ECU while the drachma, the peseta
and the escudo weakened slightly. Over the month as a whole,
the ECU lost 0,3% against the dollar but there was no clear
pattern to the movement of the United States currency which
in the first ten days of the month advanced against the European
currencies before weakening appreciably thereafter. On average
for April, the yen gained 2,5% in value against the ECU.

21 May 1986
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7034 23072 42599 60497

TABLE A.5: Money stock () — Percentage change on preceding period (s.a.)

~3082
-1866
5826
21574
3500
3205
1982

1981
1320
-5308
445
7832

-17283 24457 15628 ~13130 -13428
1981

-5418

-1475

11239 21599

-3951
-10531 11202 -10545
-2467
-13554 12513

TABLE A .4: Visible trade balance
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TABLE A.6: Short-term interest rates (m)

1985 1986 1985 1986 Change
1981 1982 1983 1984 1985 1 11 11} v 3 Oct. Nov Dec Jan Feb. March Apr. 12 moz\lll:
% (¢)
B 15,6 14,1 10,5 11,5 9,6 10,7 8,9 9.4 9.8 93 8,9 8,6 9.8 9,8 9,7 9,3 8,0 -18
DK 14,9 16.4 12,1 1,5 10,0 12,0 10,3 94 9,5 9,1 10,0 93 9,5 9.0 8,7 9.1 9,2 -1,3
D 12,3 8.8 5.8 6,0 5.4 6,3 5,7 47 48 47 5.0 48 4.8 46 45 4,7 4.6 -1,4
GR 168 202 194 157 171 193 166 165 179 21,8 173 195 179 190 205 218 218 5,3
E 16,2 16.3 20,1 14,9 12,2 12,1 14,2 11,5 10,5 11,6 10,4 10,5 10,5 10,6 10.6 11,6 124 0,3
F 15,6 14,6 12,5 11,7 9,9 10,7 10,2 9.5 9,1 8,3 93 8,8 9,1 8,9 8,7 8.3 7,4 -3,0
IRL 16,6 17,5 14,1 133 11,9 13,9 11,6 10,1 11,7 14,5 10,1 10,4 117 15,1 16,1 14,5 11,3 1,4
I 20,0 20,1 18,1 17,2 15,1 15,6 15,1 14,1 14,9 14,7 14,8 14,6 14,9 15,7 16,5 14,7 12,7 -2,5
NL 11,8 8,3 5,7 6,1 6,4 6,9 6,7 5,8 5,8 5,4 6,2 5.9 5.8 5,8 5,8 54 5,5 -1,6
P 16,0 16,8 20,9 22,5 21,0 21,7 214 222 18,6 16,0 20.8 16,3 18,8 18,6 18,4 16,0 15,2
UK 14,2 12,2 10,1 10,1 12,3 13,2 12,6 1,5 11,9 11,3 11,6 11,6 11,9 12,9 12,3 11,3 10,3 -24
EUR12@m 152 13.8 12,0 11,2 10,5 11,2 10,8 9.8 9,9 9.6 9.9 9.6 9,9 10,1 10,1 9.6 8,9 -2,0
USA 14,0 10,6 8,7 9,5 7,0 8,2 6,8 13 7,2 6,6 7.4 7.4 7.3 7,0 7,0 6,6 6,1 -1,7
JAP 74 6,8 6,5 6,3 6,5 6,3 6,3 6,3 7.4 5,5 6,5 7.3 7.4 6,6 6,0 55 -0,8
TABLE A.7: Long-term interest rates (o)
1985 1986 1985 1986 Change
1981 1982 1983 1984 1985 I 11 111 v 1 Sept Oct Nov Dec. Jan Feb. March 12 moz:;;
% (e)
B 13.8 13,5 11,8 12,0 10,6 11,5 10,3 10.4 9.6 8,4 10,4 9,7 9.4 9.6 9,6 94 8.4 -3,1
DK 19,3 20,5 14,4 14,0 11,6 13,0 11,8 11,1 99 9,5 1,1 10,7 10,5 9,9 10,3 9.6 9,5 -3,5
D 10,4 9,0 79 7.8 6,9 7,6 6,9 6,3 6,5 59 6.3 6,5 6,6 6,5 6,3 6,2 59 -1,7
GR 17,7 154 18,2 18,5 158 18,4 158 14,2 15,1 15,1 14,2 14,0 13,1 15,1 14,7 150 151 =33
E 15,8 16,0 16,9 16,5 134 13,5 13,8 139 12,3 12,2 13,9 12,6 12,1 12,3 12,3 123 122 -1,3
F 16,3 16,0 14,4 134 11.9 12,3 12,1 12,0 11,3 9,3 12,0 11,7 11,2 11,3 10,8 10,1 93 3,0
IRL 17,2 17,0 139 14,6 12,7 13,6 12,4 11,9 11,8 94 11,9 11,8 12,1 11,8 11,9 10,7 9,4 4,2
I 20,6 20,9 18,0 14,9 13,0 12,8 13,3 13,0 13,1 12,4 13,0 12,8 13.0 13,1 12,9 129 124 04
L 86 104 9.8 103 9,5 9,7 9,6 9,3 9,3 9.1 9.3 9,3 9.3 9,2 9,2 92 91 0,6
NL 12,2 10,5 8,8 8,6 7.8 8,6 7.8 7,4 7,5 6,9 74 7,7 7,6 7.5 7,4 7,2 6,9 -1,7
P 26 253 304 325 308 325 325 300 260 20,3 30,0 251 250 221 209 209 203
UK 14,8 12,7 10,8 10,7 10,6 10,7 10,7 10,3 10,5 8,9 10,3 10,3 10,3 10,5 10,8 10,0 8,9 -1.8
EUR 12 (n) 15,2 14,5 13,0 12,3 10,9 11,3 11,1 10,7 10,5 9,3 10,7 10,5 10,3 10,4 10,2 9,9 93 -2,0
USA 129 122 108 12,0 108 1,8 104 107 9,6 8,0 10,7 106 10,1 9.6 9,5 9.1 8,0 -38
JAP 8.4 8,3 7.8 7.3 6,5 6,8 6.6 58 5.8 47 5.8 6,6 6.4 5.8 5,8 52 47 -2,1
TABLE A.8: Value of ECU = ... units of national currency or SDR
1985 1986 1985 1986 Change
1981 1982 1983 1984 1985 1 n i1 v I Oct. Nov. Dec. Jan. Feb. March Apr. 12 mo‘r)\:}s;
% (b)
BFR/LFR 4129 4468 4544 4544 4491 44,66 4512 4513 4474 4435 44,82 4467 4473 4451 4427 4425 4394 -24
DKR 92 8,15 8,13 8,15 8,02 7,96 8,05 8,07 7,99 7,98 8,02 7,99 7,96 7,98 7,98 7,98 1,95 -1,0
DM 2,51 2,38 2,27 224 2,23 2,23 2,24 2,23 2,20 2,17 2,21 2,21 2,19 2,18 2,16 2,16 2,16 -3,6
DR 61,62 6530 78,09 8844 1057 91,97 9847 1045 1277 133,2 1221 130,0 1309 1324 1329 1344 1348 38,6
PTA 1027 1076 127, 126,66 129, 1231 1264 1310 1358 136,2 1352 1359 136,22 136,3 136,22 1360 136,6 94
FF 6,04 643 677 687 6,80 681 683 681 6,73 6,66 6,74 673 6,71 6,68 664 665 683 0,1
IRL 0,691 0,690 0715 0,726 0,715 0,715 0716 0716 0,714 0,715 0,715 0,714 0,71 0,715 0,715 0,715 0,709 -0,8
LIT 1263 1324 1350 1381 1447 1382 1430 1484 1494 1476 1493 1492 1490 1484 1472 1470 1476 34
HFL 2,78 2,62 2,54 2,52 2,51 2,52 2,53 2,51 2,48 245 2,49 2,49 2,47 2,45 2,44 2,44 2,43 -39
ESC 68,5 78,0 98,7 1163 130,2 1224 1272 1328 1384 141,3 1372 138,l 1398 1405 1414 1420 1424 13,2
UKL 0,553 0,561 0,587 0,591 0589 0614 0578 0,570 0,595 0,642 0588 0592 060 0626 0649 0,651 0,634 8.6
USD 1116 0,981 0,890 0,789 0,762 0,684 0726 0,785 0,853 0,924 0,837 0852 0,87 0,891 0928 0954 0951 31,2
YEN 2454 2435 2014 1870 180,5 176,1  182,0 187,0 176,8 1733 1796 1738 1770 1784 171,0 1704 166,1 -8.8
DTS 0,946 0,888 0833 0,767 0,749 0,707 0,732 0,764 0,791 : 0,785 0.788 0,80 0,812 0,822 0,830 17,1
TABLE A.9: Effective exchange rates: export aspect (p) — Percentage change on preceding period
1985 1986 1985 1986 Change
over
1981 19821983 1984 1983 1 1 m v 1 Oct.  Nov.  Dec Jan Feb March  Apr. 12 months
% (b)
B/L -5,8 -9,2 -2.8 -2,1 0,7 0,1 0 1,0 1,6 1,8 1,0 0,4 03 0,8 0,8 04 0,7 54
DK =15 —44 -0,6 -3,2 0,8 0,3 0 1,1 2,4 1,9 1,6 0,5 1,1 0,4 0,7 04 01 5,6
D -5,6 5,0 40 -13 02 -0,7 1,0 2,1 2,9 3,5 1.8 0,3 1.5 14 1.1 0.7 0 9,5
GR 102 80 180 140 125 -15 49 40 172 29 17 60 0 07 0 06 07 245
E -9.6 -6,0 -17.2 -2, 0,6 0,3 -0,9 -1.8 =22 1,3 -1,1 -0,3 0,5 0,5 0,5 0,7 0.7 —4,0
F -8.8 -8,3 -7,2 4.6 0,5 0.4 1,3 2,3 2,9 2,8 1,8 04 1, 1,0 L1 04 34 50
IRL -8,7 -1,1 —4.1 4.0 0,6 0,1 0,2 1,1 2,6 3,0 1,7 0,4 1,3 0,8 1.4 0,6 0,1 7.2
1 -12.4 -6,9 -3,8 -5.4 ~6,2 -11 -1,9 -23 0.8 2,9 1,1 03 0,4 1.4 1,3 0,7 0,8 1.4
NL 43 5.1 2.1 -4 -0.2 -0.8 0,7 1.9 2,3 2,8 1,2 0,4 1,3 1,1 0,8 0,6 0,1 7,9
P -38 -129 201 -17,0 -109 -29 -2,6 -2,9 -2, -0,5 0,7 0.5 -0,5 0,1 0,1 0,1 -0,7 7,6
UK 02 44 69 46 0,2 -3.6 9,1 36 27 6,1 -10 03 -3 -3, =33 0,3 24 2.7
ECU 147 58 58 80 22 2] 44 41 29 14 20 03 L7 108 12 -0 10
USA 12,8 12,0 5.7 8,0 49 6,2 -34 =57 -6,8 -59 -54 -1,7 -1,3 -1,3 -3,7 -23 -0,5 -20,1
JAP 13,6 -5,0 10,8 6,2 1,4 -0,6 0,4 1,1 11,0 6,7 6.8 46 -0,4 0,4 6,5 1,9 2,1 26,5

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

(4) National sources, except for the Community, Denmark, Ireland, Belgium and Luxembourg. Because of differences in methods of seasonal adjustment, the change in the EUR index, adjusted by
Eurostat and given in Table | may differ from the change in the EUR index obtained by aggregating national indices. Data arc adjusted for working days. They do not include building; data for
France do not include food products and drinks.

(b) % change over 12 months on the basis of the non-adjusted nominal scries of the most recent figure given.

(c) Change on corresponding month in previous year; seasonally adjusted

(d) Change over 12 months in seasonally adjusted figures of the most recent figure given for cach country.

(e) Difference in relation to the same month of the previous year.

(f) Changes in the coverage of these series occurred in 1984 for the Netherlands and in 1985 for Belgium.

(g) As % of total labour force.

(h) Monthly series calculated by linear interpolation. o . . - L

() The seasonally adjusted position for the Community does not correspond to the sum of other Member States: it is obtained by seasonal adjustment of the sum of gross figures for the various countries
exports and imports. . R )

(k) National sources for Belgium, Denmark. Germany, Spain, France, Portuga! and the United Kingdom: seasonal adjustment by Eurostat for Greece, Ireland, ftaly and the Netherlands. artert

(1) Average of monthly changes. scasonally adjusted, weightened by GDP at 1980 prices and purchasing power paritics. The monthly change in Belgium is obtained by linear interpolation of quarterly
data. .

(m) Nationa! sources; three-month interbank rate except: Belgium: yield on issue of four-month Fonds des Rentey certificates: Denmark: daily money markel rate (monthly average). Portugal. 6 month
deposits: from /85, 3 month Treasury Bills. Annual average. end quarter and end month.

n) Average weighted by GDP at 1980 prices and purchasing power parities.

zo; Yield gn pul%lic sect{)r bonds. AnnuF:\I averagcpAvcragc %03 the !'fst month of quarter and monthly average for Germany, ltaly. Luxembourg and the Netherlands. End quarter and end month for the
other Member States. . . .

(p) 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.




Principal economic policy measures — April 1986

Community (EUR)

6.4 The Ministers for Economic and Financial Affairs and the Governors of the central
banks of the Member States decide on a realignment of the central rates of the currencies
participating in the EMS (see the April issuc of Supplement A)

Belgium (B)

7.4 The central bank cuts the discount rate from 9.75% to 8.75% in two stages (on 7 and
10 April) and the rate for advances from 10.25% to 9%. The rate for onc-, two- and
three-month Treasury certificates is cut, also in several stages, from 9.75% to 8.25%.

Denmark (DK)

None.

Federal Republic of Germany (D)

None.

Greece (GR)

5.4 By decision of the Governor of the Bank of Greece, the interest rate on deposits which
commercial banks lodge with the Bank of Greece to finance craft industries and which are
not used is increased by 2,5 percentage points to 8.5% with effect from 1 January 1985.

9.4 In compliance with Community rules, a presidential decree brings to an end, from 18
March 1986, the low-rate employers’ social security contribution for the production of goods
intended for export.

Spain (E)

4.4 A royal decree creates a sccond securities market and amends the conditions for putting
bonds into circulation.

France (F)

1.4 Entry into force of the new UNEDIC (unemployment fund) agreement which was signed
by the employers’ organizations and the unions on 19 November. Its purpose is to reduce
the unemployment fund deficit and it provides for a reduction in benefits. As before, the
basic benefit will consist of an element which is fixed and one which is earnings-related. The
fixed element rcmains unchanged at FF 43.47 a day (FF 1 316.10 a month). The earnings-
related clement is cut from 42% to 40% of the former wage. The minimum benefit is set at
FF 3 165 a month. For managerial staff, the minimum benefit is cut from 60% to 57% of
the former salary. The period of eligibility for benefit is, however, extended by one to three
months, depending on the case.

6.4 A number of measures are taken to accompany the devaluation of the French franc:

— liberatization of exchange controls: companies will be able to cover exchange risks forward;

exporters will no longer be obliged to surrender their foreign currency within cight days;

companies will be free to borrow and invest abroad; also, the restrictions on individuals
are substantially relaxed: credit cards may now be used to withdraw three times as much
cash abroad as formerly, and to pay for expenditure abroad;

the ending of price controls: this will be introduced gradually and. in the immediate

future, will apply only to industrial prices and small shops’ profit margins; the price

controls on services will be governed by a new competition code, to be drafted;

- austerity for public sector pay: public sector pay will be frozen in real terms in 1986, by
maintaining ‘overall’ purchasing power only (based on the total civil service pay bill):

— budgetary austerity: the Government intends, through a supplementary budget, to save
FF 15 000 million and eventually, within three years, to balance the budget, excluding
debt interest. The FF 15 000 million will be saved on a number of items of centrai
government expenditure and by reducing public service “taffing levels through natural
wastage;

— monetary austerity : the Government confirms the carlier decision to hold money supply
growth to under 5%. Money creation by the Treasury will be cut by 50% starting in
1986, then ended altogether. The easing of interest rates will be cautious. Changes wil be
made in the very near future to taxation and customs rules in order to factlitate the
repatriation of capital.

28.4 The Bank of France lowers its money market intervention rate from 7.75% to 7.5%

after a half-point cut on t4 April.

Ireland (IRL)

None.

Italy (I)

14.4 The restrictive measures introduced on t6 January in order to defend the lira are
withdrawn; the measures limited advance payments for imports and required exporters to
finance 75% of exports in foreign currency. The new decision concerning foreign exchange
include the following liberalization measures :

— The ‘spot against forward" ceiling on sales and purchases of foreign currencies applying
to banks is increased from LIT 1 800 000 million to LIT 2 200 000 million;

the maximum maturity in forward contracts for banks is lengthened from 12 1o {8 months;
forward sales and purchases of foreign exchange are permitted for service transactions;

|
i

to settie foreign documentary credits, forward purchases of foreign exchange can be made
by residents from the date of the import contract, instead of the date when the domestic
bank grants financing;

in the case of the bank financing of exports, for maturitics shorter than those of the
settlement, residents are permitted to make forward purchases of foreign exchange:

— currency options can be bought by residents from authorized banks for all transactions
concerning merchandise and services,

24.4 The discount rate is cut from 14% 1o 13%.

Luxembourg (L)

None.

Netherlands (NL)

22.4 Parliament adopts a change in the law on wage formation, limiting the powers of
intervention of the Minister for Employment and Social Security. In future the Minister will
be able to intervene only in a crisis situation, caused by an abrupt change in events instead
of, as before, being able to intervenc in the interests of the national economy. The Minister
will have to inform Parliament of the content of his decision one week before it is implemented
and must first consult with the two sides of industry. The validity of measures of this kind is
limited to six months, rencwable once.

Portugal (P)

4.4 Parliament adopts the budget and the broad lines of the plan for 1986. Central government
expenditure is 25.5% up on the 1985 outturn, mainly because of mounting interest charges.
Revenue is 38% up, chiefly as a result of the introduction of VAT and the replacement by
taxation of much of the fall in the price of oil. The borrowing requirement will be 10.3% of
GDP compared with 11.8% in 1985,

9.4 The central bank cuts all official interest rates by 1.5 percentage points. The discount
rate is set at 17.5%.
United Kingdom (UK)

None.

Prices (excluding VAT) in Luxembourg
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