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(Percentage change on preceding period, annual rates; seasonally adjusted)

TABLE 1: Major supply and demand components at constant prices
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GDP change estimated from the side of

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

{b) Goods and services including intra-Community trade. FR of Germany: including factor incomes.

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

utput growth in second half of 1987 more buoyant than expected,
it marks time in the fourth quarter.—As the preliminary figures
r the fourth quarter of 1987 are available, an examination of
e data for the four quarters indicates that output performance
the Community in 1987 was better than expected. The obser-
ition is based on quarterly national accounts data for the four
rger Member States, which together represent about 77 % of
DP in the Community. The unexpectedly favourable perform-
ice occurred mainly in the third quarter when Community
itput grew at 5,8 % in real terms — seasonally adjusted
mnualised rate of growth on previous quarter. In the fourth
1arter output growth slowed down to 2,4 %. During the second
ilf of 1987 output growth reached 4,1 % on an annual basis,
liich is markedly higher than previous forecasts, as is depicted
slow.

TABLE 2: Comparison of forecasts and outcomes of real growth of
GDP in second half of 1987 (annualised rates)

May 1987 September 1987 Actual outcome
F.R. Germany 29 3,0 43
France 3,5 2,1 34
Italy 34 3,6 33
United Kingdom 3,5 3. 5,6
EUR 4 3.3 3,1 4,1

1 both Germany and the United Kingdom, the forecasts signifi-
intly underestimated the eventual outcome — the growth rate
f GDP in both countries was one and a half times the estimated
gure. The September revision for France proved to be too
essimistic while in Italy, the expectations of buoyant growth
ave not been fully realized.

. detailed comparison of the forecasts with the actual figures
inpoints that in general the main causes lie in more buoyant
rowth than expected in private consumption and investment.
‘he relative importance of the contributory factors differs,
owever, among the Member States. In the United Kingdom
Il components of domestic demand seemed to have fuelled
nexpectedly high output growth. On the other hand, the foreign
alance made a larger than expected negative contribution to
3DP, as the upsurge in domestic demand led to rapidly rising
nports, which were not matched by increases in exports. Invest-
a1ent and private consumption accounted mainly for higher than
xpected output growth in France. In Germany the negative
ontribution of stockbuilding was considerably less important
han expected, while the rate of increase in investment was
juoyant but lower than forecast. The relatively disappointing
owth performance in Italy mainly stemmed from an unexpec-
d weakening in investment (which occurred in the third quar-
er) and depressed private consumption.

"he slowdown in the pace of GDP expansion for the Community
2 2,4 % in the fourth quarter was mainly attributable to a
arked deceleration in the growth of exports (5,1 % against
5,7 % in the third quarter) giving rise to a substantial turna-
und in the foreign balance (— 2 percentage points), as import
owth remained high at 12,6 %. Domestic demand, on the
ther hand, still grew quite rapidly (4,4 %), with investment, in
rticular, accelerating to 5,4 %. Although the slowdown in
DP growth occurred in the four Member States, significant
ifferences emerge in the relative importance of the contributory
ctors.

the Federal Republic of Germany gross national product
ew by 2,9 % after a 5,7 % increase in the third quarter. The
eakening in output growth was completely due to develop-
ents in the foreign balance. Exports accelerated somewhat in
e fourth quarter (9,9 %) but imports took off very rapidly
9,6 %). As a result, the contribution of the foreign balance to
NP turned substantially negative (—2,3 percentage points).
omestic demand was the main source of growth. Stockbuilding
d private consumption added markedly to the expansion.
hereas investment remained strong or accelerated in the other
untries, it fell in Germany (— 1,9 %).
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The rate of growth of real GDP also slowed down in France
1,5 % after sustained growth in the previous 6 months. Wt
the contribution of the foreign balance to GDP continued
improve slightly, all components of final domestic demand
corded a substantial deceleration, in particular investment a
private consumption. Withdrawals from stockbuilding cc
tinued to exert a negative influence on domestic demand (—:
percentage points).

In Italy output growth was marking time in the fourth quar
(0,8 %) despite a very strong recovery in domestic dema
(8,1 %). Stockbuilding was particularly strong, contributi
6,1 percentage points to GDP, but its negative counterpart w
to be found in the rapid rise in imports (18,9 %) which, tak
together with a pronounced fall in exports (—10,9 %), me:
that the foreign balance (— 7,3 percentage points) depressed {
overall rise in GDP.

In the United Kingdom buoyant growth of GDP (expenditu
based measure) in the third quarter (9,8 %) was more th
halved in the fourth quarter, but remained strong (4,2 %
Imports decelerated significantly (3,1 %) after two quarters
strong increases, while exports slowed down less significan
(6,4 %) resulting in a small positive effect of the foreign balan
(0,9 percentage points) on GDP, after two successive mark
negative contributions in the second and third quarter. Notwit
standing the expansion of both gross fixed investment a
government consumption in the fourth quarter (17,4 % a
5,7 % respectively), domestic demand slowed down because
a marked withdrawal from stocks (—3,5 %). The output-bas
measure of growth, considered by the authorities as the bx
indicator of short-term changes, also indicates a slowdown
<f)utpl}llt growth from 7,6 % in the third quarter to 4,0 % in t
~ fourth.

RECENT ECONOMIC TRENDS

Trend in industrial production continues to improve.—The seaso
ally adjusted index of industrial production was 5,0 % high
in January 1988 than in the same month of 1987. Luxembou
recorded the largest increase (16,1 %), followed by Irela:
(7,9 %) and Italy (7,2 %). The growth in output in German
Greece, Spain and the United Kingdom was somewhat weak
and ranged from 2,1 % to 3,9 %. In Denmark and Portug:
on the other hand, output was marginally lower than in Janua
1987, —0,8 % and —0,1 %, respectively, while the decrease
production in the Netherlands was more substantial, —8,5 ¢
Seasonally adjusted output was 0,5 % higher in January th:
in December, while the seasonally adjusted three month movir
average figure showed a further small improvement.

No change in unemployment.—The seasonally adjusted rate
unemployment in the Community remained at 11,4 % in Febn
ary, 0,3 percentage points lower than the same month a ye:
ago. The biggest declines over the year were achieved by tt
United Kingdom (— 2,1 percentage points) and Portugal (— 1
percentage points). Belgium also recorded a small improvemei
whereas Italy’s unemployment rate in February was 0,7 percen
age points higher than twelve months previously.

Balance of trade.—Statistics up to the end of January have on
been received for Germany, France, Ireland and the Unite
Kingdom. The results indicate a substantial improvement i
France where the seasonally adjusted deficit of almo
1 000 million ECU in December fell to just under 200 millio
ECU. The surplus in Germany declined somewhat in relatio
to December and the deficit in the United Kingdom continu
to increase, reaching 2 661 million ECU.

Small increase in inflation.—Consumer prices in the Communi
seasonally unadjusted, increased by 0,3 % in February. A sm.
increase in the trend in inflation is now evidenced by an incre
in the ‘seasonally adjusted variation over six months’ figure.

this basis,the largest increases in inflation rates have occured
Greece and Germany, although from a very low level, wher
there were small decreases in Portugal, Italy, the Netherlan
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nd the United Kingdom. On an annual basis consumer prices
1 the Community rose by 2,4 % to February, with Greece and
'ortugal continuing to experience the highest inflation rates,
3,4 % and 8,9 %, respectively.

srowth in money supply unchanged.—The average increase in
he money supply for the year ending January 1988 for the
“ommunity remained at approximatively 10 %. This rate com-
iares with a nominal increase in GDP of about 6,5 %, indicating

continuation of the build up of excess liquidity. The fastest
nnual growth rates occured in the non-EMS countries —
jreece (M3: 234 % to Jan.), the United Kingdom (£M3:
0,4 % to Feb.), Portugal (L™ : 18,4 % to Dec.) and Spain
ALP: 14,1 % to Jan.). This contrasts with increases of between
}% and 8 % in France, Germany and Italy. The January
ncrease in the Community, seasonally adjusted, was 0,7 % with
eductions in Denmark, Italy and Ireland being more than offset
)y increases in Greece, France, Germany and Spain. However,
he latest February figures show a fall of 1,3 % in France (M2)
ind a smaller increase (M3: 0,6 %) in Germany.

slight downward trend in interest rates.—Long-term interest
-ates continued their downward trend from their 1987 peak of
10,1 %, recorded in September, and in March stood at 9,3 %.
T'his decline follows a small but steady rise during the six months
1p to September; rates are now 0,6 percentage points higher
‘han in March 1987. The year-on-year increases in rates were
most significant in Italy, Spain and France, whereas in Ireland
and Denmark long-term rates fell by about 1,0 percentage point
over the same period. Short-term rates exhibited similar trends,
however the March rate of 7,8 % showed a fall of 1,4 percentage
points on that of September 1987, indicating a steepening of the
yield curve. The decline in short-term rates was particularly
strong in Spain, where the Central Bank has responded to
large inflows from abroad by significantly easing money market
conditions.

Dollar depreciates against ECU.—The dollar lost 1,4 % of its
value against the ECU in March due to continuing doubts about
the US economy. In contrast, the pound sterling surged ahead
so that by the end of the month it was being traded at 3,12 DM

compared with 2,99 DM at the beginning. The pound’s appreci-
ation against the ECU during the month was 2,75 % and this
upward movement seems to be continuing throughout April.
Since December the yen has been appreciating slowly against
the ECU and by the end of March was 8,4 % higher in value
than a year previously. The EMS currencies remained relatively
stable throughout the month.

25 April 1988
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TABLE A.1: Industrial production (x) — Percentage change on preceding period (s.a.)
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TABLE A.6: Short-term interest rates (n)
1987 1988 1987 1988 Change
over
1983 1984 1985 1986 1987 1 1 m v I Sept.  Oct.  Nov.  Dec Jan.  Feb. March 12 months
% (e)
B 10,5 1.5 9,5 8,0 7,0 7.4 6,8 6,7 6,8 6,1 6,7 72 6,9 6,8 6,4 6,2 6,1 -13
DK 12,0 11,5 10,0 9,1 9,9 10,7 9,6 9,4 9,3 8,7 94 9,5 9,3 93 8,9 8,6 8,7 -20
D 5.8 6,0 5.4 4.6 40 40 3,8 40 3,5 34 40 4,1 37 3,5 33 33 3.4 0,6
GR 16,6 15,7 17,0 19,8 15,8 233 13,9 19,5 14,1 : 19,5 17,1 15,0 14,1 16,7 : : 2,3
E 20,0 14,9 12,2 11,7 15,8 16,2 17,8 17,0 13,1 10,7 17,0 14,5 14,6 131 12,4 11,8 10,7 -5,5
F 12,5 11,7 9,9 7,7 8,2 19 8,2 8,0 8.6 8,3 8,0 8,3 8,7 8.6 8,1 1,5 8,3 0,4
IRL 14,0 13,2 12,0 12,4 11,0 13,3 10,4 9,2 88 83 9,2 9,2 9,2 8.8 8,6 89 8,3 -5,0
1 18,3 17,3 15,0 12,8 11,4 10,6 11,3 12,8 11,5 11,1 12,8 12,0 11,6 11,5 10,8 11,1 11,1 0,5
NL 57 6,1 6,3 5.7 5.4 5,5 5,2 5,6 46 40 5,6 5.2 47 4,6 4,1 4,0 4.0 -1,5
P 209 225 210 15,6 139 13,2 15,0 14,8 14,0 : 14,8 13,8 13,9 14,0 13,9 13,1 : -0,3
UK 10,1 10,0 12,2 10,9 9,7 9,9 9,2 10,3 8.9 8,6 10,3 9.4 8,9 89 8,7 9.4 8,6 -1,3
EUR12(0) 12,0 11,2 10,4 9,0 8.8 8.8 8,8 9,2 83 7,8 9,2 8.8 8,5 83 7,9 7,9 7.8 -1,0
USA 8,7 94 7.5 6,0 59 5,8 6,0 6,8 59 59 6,8 5.4 5,5 59 58 58 59 0,1
JAP 6,5 6,3 6,5 5,0 39 4,0 3,7 3,9 3,9 39 39 4,0 39 39 3,9 38 39 0,1
TABLE A.7: Long-term interest rates (p)
1987 1988 1987 1988 Change
over
1983 1984 1985 1986 1987 I I m v 1 Sept.  Oct.  Nov.  Dec. Jan.  Feb. March 12 mo/n::s
% (e)
B 11,8 12,0 10,6 79 7.8 7,6 78 83 8,0 7,7 83 83 8,0 8,0 1,6 74 1,1 0,0
DK 14,4 14,0 11,6 10,5 11,9 12,1 11,6 12,3 11,7 11,2 12,3 12,7 11,9 11,7 11,0 10,8 11,2 09
D 7,9 7,8 6,9 5.9 58 5,6 5,6 6,2 6,0 5,7 6,2 6,5 6,0 6,0 6,0 58 57 0,1
GR 18,2 18,5 15,8 158 (17,3) 17,5 16,2 17,1 : : 17,1 17,4 ! : : : 29
E 16,9 16,5 13,4 11,4 12,8 11,0 13,2 14,3 13,1 11,8 14,3 14,2 13,4 13,1 12,5 11,9 11,8 09
F 13,6 12,5 10,9 8.4 94 8,5 9,4 10,5 10,0 : 10,5 10,0 9.9 10,0 9,5 : : 0,6
IRL 13,9 14,6 12,7 11,1 11,3 11,2 10,9 11,3 10,5 10,1 1,3 11,1 10,2 10,5 10,6 10,4 10,1 -1,0
I 18,0 15,0 14,3 11,7 11,3 10,2 11,1 12,3 12,5 12,1 12,3 12,4 12,7 12,5 12,0 12,1 12,1 1,9
L 9.8 10,3 9,5 8,7 8,0 8,2 82 8,1 7.0 : 8,1 8,0 7,5 70 7,5 78 : 0,5
NL 8,8 8,6 7,3 6,4 6,4 6,2 6,3 6,8 6,3 6,0 6,8 7,0 6,4 6,3 6,3 6,1 6,0 -0,2
P 304 325 254 17,9 154 15,4 15,4 15,9 15,2 . 15,9 15,8 15,7 15,2 : : 0,8
UK 10,8 10,7 10,6 9.8 9,5 9,1 9,1 10,0 9,5 9,0 10,0 9,3 9.3 9,5 9,3 9,2 9,0 0,1
EUR12¢0) 12,8 12,1 10,8 9,1 9,3 8,7 9,2 10,1 9,8 9,3 10,1 10,0 9,8 9,8 9,5 94 93 0,6
USA 10,8 12,0 10,8 8,1 8,7 7,6 8,6 9,6 9,0 8.3 9,6 9,5 9.0 9,0 8,8 84 8,3 0,7
JAP 7,8 13 6,5 5,2 5,0 44 46 7,0 5,1 : 7,0 5,4 5,2 5,1 42 43 : 0,7
TABLE A 8: Value of ECU = ... units of national currency or SDR
1987 1988 1987 1988 Change
1983 984 1985 1986 1987 1 1 m v 1 Sept.  Oct.  Nov.  Dec. Jan Feb March 12 months
% (b)
BFR/LFR 4543 4544 4491 4380 4304 4286 4304 43,07 4319 43,23 43,09 4321 43,17 43,18 43,18 4320 4332 0,8
DKR 8,13 8,15 802 794 788 7,81 782 794 196 7,92 799 797 196 796 793 790 793 1,5
DM 227 224 223 2,13 2,07 2,07 2,08 2,08 2,07 2,07 208 208 206 206 207 207 2,07 0,2
DR 78,1 884 1048 1374 156,] 11,1 1544 1574 1619 165,2 158,5 159,8 1623 1635 1646 1650 1658 9,0
PTA 1274 126,5 1290 1375 1422 1450 1450 140,5 1384 139,4 1389 1366 1388 1398 140,2  139,3 1388 -47
FF 6,77 6,87 6,80 6,80 6,93 6,89 6,93 6,92 6,98 6,92 6,93 6,93 7,01 7,00 6,97 6,98 7,03 1,7
IRL 0,715 0,726 0,715 0,733 0,775 0,775 0,776 0,775 0,776 0,776 0,776 0,775 0,776 0,776 0,777 0,776 0,775 0,2
LIT 1349 1381 1447 1462 1495 1469 1494 1502 1514 1524 1500 1500 1520 1521 1519 1521 1532 38
HFL 2,54 252 251 2,40 233 2,33 234 234 233 2,32 234 234 232 232 232 232 233 0,8
ESC 98,2 1156 130,0 1469 1625 1594 1614 1628 166,6 169,1 163,5 1644 1669 1685 1688 1688 1695 6,1
UKL 0,587 0,591 0,589 0670 0,705 0,730 0,700 0,698 0,692 0,687 0,696 0,693 0691 0,691 0,694 0,693 0,674 -52
USD 0,890 0,788 0,759 0,983 1,154 1,124 1,150 1128 1213 1,234 1,145 1,152 1,227 1,264 1,250 1,217 1,234 9,1
YEN 2113 187,0 1804 1650 1665 1722 1640 1658 1643 157,9 1639 1650 1660 1620 1594 1572 1569 -84
DTS 0.833 0,767 0,749 0838 0892 0,842 0859 0,895 0,889 0,902 0,885 0,879 0,887 0,889 0,909 0914 0,900 0,9
TABLE A.9: Effective exchange rates: export aspect (q) — Percentage change on preceding period
1987 1988 1987 1988 Change
1983 1984 1985 1986 1987 1 i it v 1 Sept.  Oct.  Nov.  Dec. Jen Feb  March 12months
% (b)
B/L 28 222 09 55 4l 24 06 03 06 02 02 02 LI 02 03 -05 01 04
06 -37 12 63 42 25 06 19 11 03 02 04 16 05 01 03 04 -12
40 -16 0,3 10,7 6,9 30 0,7 03 1,8 -0,1 0,3 0,1 2,2 0,3 05 0,7 0,0 1,0
GR -18,1  -144 -159 21,3 99 -35 22 22 18 -2,1 06 07 04 0S5 10 08 03 -1
3 -172 24 223 15 02 17 01 29 30 08 14 18 02 04 07 01 06 6.1
h -1.1 4.8 1,1 4.5 1,1 09 08 92 0,3 0,3 0,2 0,0 0,2 0,5 00 07 06 -14
{RL 41 42 1,2 37 -2l 04 09 03 1,0 -0,2 02 02 10 03 04 04 0] 0,0
-3,8 -59 =52 3,7 1,1 0,1 -2,0 -09 0,5 0,8 0,6 0,1 0,1 0,3 -0,3 -08 0,5 -3,2
NL 2,0 -1,6 0,3 7,7 5,1 2,1 04 0,0 1,3 0,1 0,3 0,1 1,5 0,2 -£2 04 02 1,2
=21, -174 11,5 78 -7,1 -1,9 -1,5 -1,3 -4 -1,5 0,3 -0,5 04 06 -0,5 -0,5 -04 -5,6
UK <10 47 02 73 10 2,1 44 01 2,8 0,7 0,9 0,6 23 0,5 09 07 3,2 6,9
UR12 -85 93 -19 96 70 42 05 06 33 05 10 06 32 06 -L1 -17 07 15
SA 51 78 41 -191 -121 -58  -34 16 -58 -29 =23 04 44 30 0,1 L5 -6 -99
AP 10,9 58 3,0 27,2 82 1,0 59 =22 5,1 48 1.8 03 32 4,0 09 -0.2 0,8 13,8

m)

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

ote. (s.a.) = seasonally adjusted

) 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 1 may differ from the change in the EUR index obtained by aggregating national indices. Data are adjusted for working days. They do not include building.

% change over 12 months on the basis of the non-adjusted nominal series of the most recent figure given.

Change on corresponding month in previous year; seasonally adjusted.

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

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

Number of registered unemployed according to national legislation. Annual average, quarterly average and end of month.

Changes in the coverage of these series occurred in 1984 for the Netherlands and in 1985 for Belgium,

As % of total labour force.

Monthly series calculated by linear interpolation.

The seasonally adjusted position for EUR 12 is obtained béy seasonal adjustment of the sum of gross figures for the various countries’ exports and imports.

Unadjusted figures.

National sources for Belgium, Denmark, Germany. Spain, France, Portugal and the United Kingdom: seasonal adjustment by Eurostat for Greece, Ireland, ltaly and the Netherlands.

Average of monthly changes, seasonally adjusted. weighted by GDP at 1980 prices and purchasing power parities. The monthly change in Belgium is obtained by linear interpolation of quarterly
data.

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); Portugal, 6 month
deposits; from 8/85, 3 month Treasury Bills. Annual average. end quarter and end month.

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

Yield on public sector bonds. Annual average. Average for the last month of quarter and monthly average for Germany, Spain. Italy, Luxembourg, the Netherlands and Portugal. End quarter and
end month for the other Member States.

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.

: = data not available () = estimated.
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7.3. The Council (Economic and Financial Affairs) held its first-quarter examination of the
economic situation in the Community on the basis of the Commission Communication
(COM(88)54), entitled “*Overcoming the Uncertainties”. In conclusion, the Council endorsed
the Commission’s view that the effects of the stock market crisis will be more limited than
was feared. The situation does not necessitate an adjustment of the economic policy guidelines
as outlined in the last Annual Economic Report, but requires instead their full implementation.
Belgium (B)

30.3 The central bank decides to reduce from BFR 180 000 miliion to BFR 160 000 million
the line for the indirect advances which it can grant the Treasury through the Securities
Stabilization Fund (Fonds des Rentes).

Denmark (DK)

None.

Federal Republic of Germany (D)
None.

Greece (GR)

21.3 The Government decides to cut the interest rate on long-term loans to the craft industries
by 1 percentage point, and to cover the additional cost by a budget subsidy. At the same
time the limits on financing are raised and the eligibility criteria for firms are broadened.

Spain (E)

11.3 The Council of Ministers decrees that state pensions will increase by 4 %. However,
maximum pension benefits are to remain constant at PTA 188 000 a month.

23.3 The Bank of Spain reduces the interest rate on loans to financial institutions by half a
point to 11.0%.

25.3 The Council of Ministers decrees that it will bring forward from next year to this year
its announced plans to exempt taxpayers with incomes below PTA 840 000 from the obligation
of presenting an income tax return. Previously, this level was set at PTA 500 000.

France (F)
None.

Ireland (IRL)
None.

Ttaly (I)

11.3 After Parliament’s final approval of the Finance Law, the Government adopts a number
of measures concerning the reorganization of the stock market in order to make it more
transparent, the reduction of the Finance Law’s scope with respect to revenue and expenditure
and the establishment of an interministerial Committee for the planning of transport.

18.3 At the request of Parliament, the Government raises senior managers' pension contri-
butions and the upper limit for their pensions. In addition, the daily unemployment allowance,
set at LIT 800 since the last war, is increased to 8% of the average wage, pending a
reorganization of the different schemes.

Principal economic policy measures — March 1988

30.3 The Government approves a single text which will come into force on | January 1989,
and which groups together all the measures taken since 1986 concerning the liberalization of
gap;ltal movements. This decision will make it easier to understand the legislative provisions
in this area.

Luxembourg (L)

7.3 Parliament approves a draft law concerning a new instrument for the management of
personal wealth, which will make Luxembourg more competitive as a financial centre (post
mortem power of attorney). Strict rules protect the rights of possible heirs.

Netherlands (NL)
None.

Portugal (P)
18.3 Parliament approves the plan presented by the Government to privatize public enter-

prises. For constitutional reasons, privatization is limited to 49% of the capital of public
enterprises.

United Kingdom (UK)
15.3 The Chancellor of the Exchequer, Mr Lawson, presented to Parliament his Budget for
financial year 1988/89. The main points are:
A projected public sector surplus of UKL 3 billion (3/4% of GDP). The planned medium-

term path for the public sector borrowing requirement is adjusted from 1% of GDP to
zero.

No clear statement of monetary policy beyond a general commitment to exchange rate
stability.

No change to the public expenditure plans announced in last November's Autumn
Statement.

Overall tax burden remains broadly constant as % of GDP, but:

® Basic rate of income tax reduced from 27% to 25% (a general election commitment)
with a new medium-term objective of 20%.

The five high rates ranging from 40% to 60% reduced to a single high rate of 40%.
Income tax allowances increased at double the rate of inflation.

From April 1990, wife’s income no longer treated as part of husband’s for income tax
purposes.

Excise duties indexed for inflation but with higher increases for petrol.

A wide range of tax measures including simplification of capital gains tax, incentives
for small firms and reduction of tax breaks.

The official macro-economic forecast for 1988 is for real GDP growth of 3%, inflation
4%, current account deficit UKL 4 billion and unemployment continuing to fall but at a
slower rate than in 1987.

15.3 The authorities have announced increases in medical prescription charges and in a range
of other medical and dental fees to take effect in the new financial year beginning 1 April.
The increases exceed the expected rate of increase in retail prices but are officially stated to
be in line with the increased cost of health services and materials.

17.3 As upward pressure on sterling continued the authorities prompted a /2 point cut in
bank base rates, from 9% to 8 V2 %.

Prices (excluding VAT) in Luxembourg
ECU

‘European Economy’ (4 issues per year) 58 The annual subscription runs from | January to
Supplements December of each year.
Series A — ([lif?gs%?;c "re"g:r) 23,50 Payments to be made only to the agents in

. N pery countries listed on page 3 of the cover of Europt
Series B — ‘Business and consumer survey results’ 23,50 Economy.

(11 issues per year)

Complete series of supplements 37 These are surface mail rates; for air subscript
Combined subscription — 'European Economy' and supplements 83,50 rates please apply to the agents
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