ISSN 0379-2056

EUROPEAN

ECONOMY

COMMISSION OF THE EUROPEAN COMMUNITIES ® DIRECTORATE-GENERAL FOR ECONOMIC AND FINANCIAL AFFAIRS

Supplement A — No 1 — January 1984

Economic trends

Marginal increase in the Community’s GDP in the third quarter of
1983. — According to estimates based on quarterly national
accounts for the four largest Member States, the Community’s
GDP in the third quarter of 1983 rose in real terms by 0,8%,
(seasonally adjusted, annual rate) over the previous quarter
following a quasi-stagnation in the second quarter. The
sluggishness of output growth in the third quarter mainly
reflected trends in domestic demand: gross fixed investment
rose by 2,49 but public consumption fell for the second
consecutive quarter and private consumption stagnated after
only small gains in the first and second quarters of the year.
Final domestic demand excluding changes in stocks con-
sequently rose at only 0,3%; at annual rate. With stockbuilding
rising to: thé tune of 0,3% of GDP total domestic demand
expanded at a rate of 0,6%. Exports of goods and services fell
marginally but an even larger fall was recorded on the side of
imports and the real external balance improved at a rate
corresponding to 0,29, of GDP (Table 1).

As in the previous quarters, developments showed large
divergencies between the various Member States. In Germany
GNP rose by only 0,6% in the third quarter after substantially
higher gains in the preceding two quarters. The failure of
German GNP to maintain its momentum in the third quarter
was attributable both to a decline in exports and to a drop in
consumption. Indeed, private consumption showed a fall of
1,6% and public consumption slowed by as much as 4,4 9.
Despite a rise of 3,89/ in gross fixed asset formation, domestic
final demand, excluding stockbuilding, therefore fell at an
annual rate of 1,19. Stockbuilding, on the other hand, rose
strongly and total domestic demand, in fact, expanded by 1,9%.
Despite the rise in stocks, imports of goods and services fell, but
the decline in exports was even faster and the external balance
deteriorated at a rate corresponding to 1,19 of GDP leaving
only a modest net increase in expenditure on domestic output.
In France, where GDP had shown an increase of 1,8% in the
second quarter, a decline of 1,79, was recorded in the third
quarter. Domestic demand fell by as much as 5,69, or only
slightly less than the 5,9% decline seen in the second quarter, as
both stockbuilding, gross fixed investment and private con-
sumption contracted. With a 8,79, (annual rate) rise in exports
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of goods and services and a fall in imports of a similar order of
magnitude, the external balance in volume terms improved
strongly albeit less than in the previous quarter and not enough
to compensate the decline in domestic demand.

A 2,7% increase in GDP was recorded in the United Kingdom in
the third quarter: the real external balance deteriorated slightly
(0,4%, of GDP) but domestic demand rose at a good rate (3,2%)
reflecting mainly the buoyancy of gross fixed asset formation
and private consumption; stockbuilding and public consump-
tion, in fact, changed little over the previous quarter.

GRAPH 1: Industrial production and gross domestic product
(s.a.) - EC total
1975 = 100 %
120 n

118 WA GDP (EC 4)

cell B L e O

114

112 {-Industrial production
Level of index. Three-month moving average
110 (!eft-hand scale)

108 - 1 4
Industrial production i
106 |- Monthly change T
(right-hand scale)
104 - )
v
Pl il I
100 L 0 o 1] : 5 5
T 19 T U
98 |- 1-1
96 [l = i | I Ll 4 | il | | Ll S J Tl 1 Ll l § v o o l L.l I Al I VR (e
80 81 82 83
L

France. Germany, Italy and UK : quarterly figures




2

TABLE 1: Major supply and demand components at constant prices
(Percentage change on preceding period, annual rates; seasonally adjusted)
GDP! Imports? Exports? Forei¥u Domestic Change Final ‘Gross . Govern- Private
balance! 2 demand in stocks3 domestic fixed ment con-
' demand investment con- sumption
sumption
EC4
1980 Q1 3.6 11,6 11,1 -0,2 3,8 -0,4 43 44 2,7 48
Q2 =50 -9,2 -10,7 -0,4 —4,6 -03 —4,4 -8,8 1,8 —4,5
Q3 -1,5 -6,9 -68 0,1 =15 =31 1,6 =11 24 24
Q4 0,1 —-0,6 1,5 0,5 -04 -0,8 0,4 0,1 0,7 0,4
1981 Q1 0,5 -0,7 8,5 2,4 -18 -13 -0,5 =712 56 0,0
Q@ -16 -2,0 12,1 37 -51 -41 -1.0 -28 -47 0.7
Q3 18 11,0 130 0,6 12 -0,5 17 02 53 12
Q4 2.9 54 10,1 1,3 1,6 28 -13 -39 -14 —-0.4
1982 Q1 0,3 53 -6,9 —-3,4 3,8 3,4 0,4 —44 31 1,2
Q2 0,0 2,1 -36 -1,6 1,7 1,2 0,5 1,6 -1,8 0,8
03} —-32 -9,3 -74 0,5 —-3,7 ~-3,1 —0,6 -0,5 -1,3 —0,5
Q4 26 -2.8 8.4 30 —04 26 22 21 26 22
1983 QI 1,9 68 -48 -3, 52 51 0,1 -50 33 08
Q2 -0,2 0,3 38 1,0 -1.2 -1,6 0,5 0,6 -06 0,8
Q3 0,8 -18 -09 0,2 0,6 0,3 0,3 2,4 -13 0,1
Federal Republic of Germany
1982 Q1 -36 16,5 -40 -57 2,3 6,1 -39 -176 46 ~16
Q -0,5 ~71 -15 17 -22 0,1 -24 7,5 -62 —4,3
Q3 -3,0 -84 =81 -0,3 -29 -0,6 -23 4,0 -38 -39
Q4 —-0,6 -74 47 38 —4,5 =53 1,1 53 0,7 -0,2
1983 Q1 2,5 6,0 -52 -34 6,4 5,1 1,0 -155 13 75
Q2 43 10,2 0,4 -2, 75 2,5 48 24,5 1,3 -0,2
Q3 0,6 —4,7 -15 -1,1 1,9 2,8 -1, 3,8 -44 -16
France X
1982 Q1 0,6 -56 —19,2 —3,6 43 -03 4,6 2,7 1,1 6,0
Q2 2,8 16,1 ~-116 —-63 9,5 52 43 68 22 39
Q3 -22 -76 10,4 43 ~6,1 -53 -1,0 ~-32 0,0 -0,4
Q4 3,7 1,2 14,8 3,0 0,7 -0,7 1,4 —-58 2,1 3,7
1983 Q1 -14 8.9 —18, -65 5,4 5,1 03 41 2,1 -13
Q 18 -187 13,7 82 -59 ~44 -1,7 -126 0,0 1,7
Q3 -17 -80 8,7 40 =55 —41 -1,5 -0,7 11 -23
United Kingdom 4
1982 Q1 24 -0,7 -56 -1.4 4,0 14 2,5 19,9 42 -22
Q2 2,0 70 56 ~0,2 2,3 1,3 1,0 -9,3 0,1 43
Q3 02 —15,5 —-14,0 0.2 0,1 -538 6.3 18,0 0,3 55
Q4 10,5 —0,4 17,6 4,6 59 -0,5 6,3 2,1 7.8 7,0
1983 Q1 57 20,0 -38 =55 12,0 9,0 2,6 133 83 -21
Q -59 49 -55 ~27 -34 -42 09 -10,1 -60 67
Q3 27 32 1,6 -0,4 32 0,0 31 51 -04 38
Ttaly
1982 Q1 59 7,2 4,0 -0,5 6,7 6,3 -0, -6,7 038 19
Q ~546 -26 -78 ~15 -44 -34 -08 -9,1 0,9 1,1
Q3 -8,7 ~59 -20,1 -41 -49 -1,1 -39 -188 038 -07
Q4 -0,7 =1,5 -17 -0,1 -0,7 =20 1,4 12,1 0,8 -1,0
1983 Q1 2,5 -8, 19,7 6,5 -39 0,5 -44 -138 34 -36
Q2 —-6,6 7.6 11,1 1,1 -80 -32 —-47 —-8,0 1,8 -54
Q3 37 9,3 0,7 -17 58 26 3.0 2.4 19 34
1 FR of Germany: GNP.
2 Goods and services; including intra-Community trade; FR of Germany: including factor incomes.
3 Change on previous period as a percentage of previous period’s GDP.
4 The GDP series for the United Kingdom present the estimates from the expenditure side. The estimates from the output side give, for the period considered, substantially different results:
' 1982 1983
GDP change estimated from the side of Ql Q2 Q3 Q4 Q1 Q2 Q3
Expenditure 24 2,0 0,2 10,5 5,7 —59 2,7
Output -0,4 2,9 2,0 0,8 3,2 0,0 49
Source: Estimates by the Commission services based on national accounts data for the Federal Republic of Germany (Bundesbank), France (INSEE), Italy (ISCO) and the United Kingdom
(CS0). Figures for Germany do not include the adjustment for calendar irregularities.

Italy recorded a 3,7% rise in GDP in the third quarter following,
however, a sharp decline in the previous quarter. The foreign
balance deteriorated by 1,79, of GDP (or even more than in the
UK) but domestic demand rose at an annual rate of 5,8%, as,
presumably, all major demand components showed a certain
buoyancy after the more sluggish trends during the preceding
quarters.

Industrial production down in October 1983. — Industrial
production in the Community, seasonally adjusted, according
to provisional Eurostat estimates, fell by 0,7, from September
to October after a small increase the month before. The trend of
industrial output - measured as the moving average over three
months of the seasonally adjusted index rose further, much in
line with the general upward tendency seen since the beginning
of the year. The level of industrial production in October was up
by 1,67, over a year earlier as compared to 12-month increases of
(15,8) and (8,2%,) in the United States and Japan, respectively
(Table A.1) !

1 Past figures for Germany and, as a result, also for the EC as a whole have been subswnually
revised as a result of a change of base year (from 1975 to 1980).

Within the Community, industrial output devlopments have
been rather disparate with some Member States (Belgium,
Denmark, Germany, Ireland, Luxembourg, the Netherlands
and the United Kingdom) recording fairly large increases over
12 months, while in others (Greece, France and Italy) output in
October was lower than during the corresponding month of
1982. In Belgium, industrial production in September was 2,95 %%
higher than a year earlier and the trend - although ﬂattenmg in
September appears to remain on the rise (Graph 2). In
Denmark, despite a decline of 5,3% in October, industrial
productlon stood 4,1%; higher than a year earlier and seemed to
remain on a rising trend. German industrial production,
following the relatively fast recovery in the first half of 1983,
stalled in the third quarter but the level of October was
nevertheless 3,8% higher than in October 1982. In Ireland the
October level showed a 12-month increase close to that of
Denmark but this mainly reflected a pronounced increase in the
first quarter of 1983: in the subsequent period, the trend has
been rather stagnant. In the Netherlands industrial output in
October was some 2,89 higher than a year earlier, but the trend
has been declining in recent months.




In Greece output has been stagnating during most of 1983 and in
September was slightly lower than in September 1982. France,

on the other hand, recorded a modest increase in industrial
production during the four quarters up to July-September 1983
but in September and October showed large declines, the
October level falling 0,8% below the previous year’s level. In
Italy, the large decline in industrial output in the second quarter
of 1983 has not been compensated for in subsequent months and
output in October stood 1,19, below the level of October 1982.

Stabilization of unemployment rate confirmed. — The rate of
unemployment in the Community rose by only one tenth of a
point to 10,8 (seasonally adjusted) in November. The less
adverse trend of unemployment over the past few months thus
seems to have been confirmed in November. In two of the larger
Member States, the Federal Republic of Germany and the
United Kingdom, rates of unemployment were unchanged in
relation to October at 8,3% and 11,89, respectively. The rates in
the other two large Member States, France and Italy, were
slightly higher than a month earlier at 9,19 and 12,3%
respectively. The rate of unemployment also rose slightly in
Luxembourg and the Netherlands, while Belgian and Danish
rates are declining: they stood at 14,7%; in Belgium and 9,89 in
Denmark in November.

Retail sales expand. — Seasonally adjusted retail sales increased
by 1,9% in the Community as a whole in September 1983, the
underlying trend as reflected in the three-month moving average
is again rising. In relation to September 1982, retail sales in the
Community have expanded by 4,8% in absolute figures. The
indices of Italy, the Netherlands, Denmark and the Federal
Republic of Germany rose over the 12-month period (although
only very slightly in the latter two countries), while those of the
other Member States declined, the fall being particularly
marked in France.

Inflation trend moderates again.— The month-to-month
increase in consumer prices in the Community in November at
0,69 was below that recorded in October, which in turn had
shown a deceleration from September. As a result the annual
rise fell from 8,4 to 8,19, (Table A.3). In addition the trend rate,
measured as the seasonally adjusted increase over six months at
an annual rate, slowed down, reversing the upward trend
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evident since the end of the Summer. The reversal of trend was
found in all four larger Member States. The rise over 12 months
ranged from 19,9% in Greece to 2,69 in Germany but the most
recent developments have shown a smaller divergence as the
inflation rate has accelerated somewhat in Germany and slowed
down in Greece. Thus the standard deviation of trend rates fell
markedly in November (Graph 95).

Third quarter visible trade balance in Community shows
substantial improvement. — The Community’s visible trade
deficit, fob/cif, seasonally-adjusted, fell from a revised figure of
1 747 million ECU in August 1983 to one of 1 245 million ECU
in September. Monthly figures are notably erratic, as the three-
monthly moving average also can be (Graph 6), but the run of
quarterly figures in Table A5 does now fairly clearly indicate a
continued improvement. Of the four larger Community
countries, France’s visible trade deficit has been falling sharply,
while 1983 also seems likely to show an improvement over 1982,
but a much less dramatic one, in Italy. In Germany and the
United Kingdom, however, there has been a marked deterior-
ation, the latter country now recording a substantial deficit. In
all the smaller countries except Greece, the trend over the past
four or five quarters appears to have been little changed. The
visible trade deficit of the United States doubled between the
first and third quarters of 1983, reaching an annual rate of
almost 100 000 million ECU in the latter quarter.

In September, confirmation of slower monetary growth. —
Average monetary growth in the Community slowed down once
more in September to 0,4 %, a decline in the rate of one-tenth of
a point in relation to August. The money supply expanded by
29; altogether between the second and the third quarters of
1983, compared to expansion of 2,89, between the first and
second quarters. In September, money creation was particularly
small in the Federal Republic of Germany (+ 0,2%) because of
sizeable non-monetary bank deposits, while in France and the
United Kingdom money supply declined, in France because of a
contraction of the external and Treasury counterparts as well as
a slowdown in bank lending, and in the United Kingdom owing
to a fall in the monetary financing of the public sector. The rate
of monetary creaton also slowed down in Italy. However, the
rate of expansion edged upwards in Denmark, Greece and the
Netherlands in September, and in Belgium in the third quarter.
Preliminary figures for October and November show a slowing
down in the rate of growth of the money supply in Denmark
(despite some increase in the rate of ,change over 12 months),
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GRAPH 6: Trade balance (s.a.) EC 9
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GRAPH 7: Money supply (EC total) and nominal GDP
(EC4)
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and clearly confirm the slowdown in the growth of M3 in the
Federal Republic of Germany; however, monthly figures are
somewhat irregular for Ireland and the United Kingdom.
According to preliminary estimates, German central bank
money will have increased by 7% in the fourth quarter of 1983
on the corresponding quarter of 1982. This represents the upper
limit of the target which had been set for its growth.

In December a slight fall in average short-term interest rates. —
The average short-term interest rate in the Community in
December was one-tenth of a point down at 10 6%, on the
November rate but one-tenth of a point higher than in earlier
months. Increases in the cost of short-term borrowing continued
in Belgium, and reappeared in Denmark, and some pressure was
apparent in the United Kingdom. Rates eased a little in
December in the Federal Republic of Germany and the
Netherlands, where they had risen in November ; the reduction
in Greek rates was more substantial. Short-term interest rates
remained stable in France, Ireland and Italy. Average long-term
interest rates in the Community declined slightly from 129 in
October to 11,9%, and were mainly influenced by the increases
in Belgium, Denmark, Greece and the Netherlands (see Table
A.B).

Continued strong rise in dollar. — The average value of the dollar
in terms of ECU in December rose by 2,7%, compared with
November. Its ECU value in December 1983 was thus 16,1%,
higher than a year earlier. The dollar’s average ECU value for
1983 as a whole was 10,29, higher than in 1982. Although the
dollar fell back somewhat in the final week of December, a
renewed surge took it to record levels against most EMS
currencies early in January. The yen also rose by 2,7%, against
the ECU between November and December. Its rise in ECU
terms between December 1982 and December 1983 was 19,99,
and its year-on-year rise was 15,29,. There was little change in
December and early January in the exchange-rate mechanism of
the EMS. In mid-December the Danish krone joined the Dutch
guilder, the French franc and the Irish pound near the top of the
narrow fluctuation band. The Deutschemark moved up from
just above the mid-point of the band from early December, but
at the end of the month was still slightly below the cluster of
other currencies already mentioned. The Belgian franc remained
near the floor of the band throughout the month. Some
intervention was at times required, but bilateral intervention
points were generally avoided and the discount of the financial
franc remained fairly stable throughout the month at just over
1%. Sterling drifted down slightly against the ECU during the
first half of December, but by early January it was back at its
level of the beginning of December.

19 January 1984




TABLE A.1: Industrial production! - Percentage change on preceding period (s.a.)
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TABLE A.2: Unemployment rate - Number of unemployed as percentage of civilian labour force (s.a.)
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TABLE A.3: Consumer price index - Percentage change on preceding period
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TABLE A .4: Volume of retail sales - Percentage change on preceding period (s.a.)
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TABLE A.5: Visible trade balance - fob/cif, million ECU (s.a.)
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include food products and drinks.
countries’ exports and imports.

Chan,
4 Chan,

Sources: for Community countries: Eurostat, unless otherwise specified; for the USA and Japan: national sources.
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TABLE A.6: Money stock!? - Percentage change on preceding period (s.a.)

1982 1983 1983 Cl:nznge mg
1978 197 130 1981 1982 m v I 0 I May Jule July Aug  Sept Ot Nov. s
B M2 9,6 6,2 2,7 59 5.9 2,7 0,0 0,6 1,5 3,6 : : H : : : : 5,7
DK (M2 8,6 10 78 920 11,5 3,1 2,5 6,1 7,6 5,1 2,6 32 0,5 1,9 2,6 0,1 0,6 24,2
D (M3 1.0 60 62 48 71 L3 04 33 1,1 16 -01 -07 09 04 02 02 -06 6,4
GR 3 260 184 247 347 290 5,0 6,4 1,8 49 (44) 2,2 1,1 0,9 1,6 (1,8) (2, : (19,5)
F M2 124 147 100 11,5 11,7 2,4 1,4 2,3 2,8 1,1 1,5 0,1 0,9 03 -0,2 : : 17
IRL (M3 28,7 190 179 176 129 4,7 2,4 -09 1,7 1,2 2,1 ~-04 06 —-04 1,0 -0, 2,6 :
I M2 22,1 20,3 12,7 10,0 17,0 4,3 6,5 2,0 3,6 4,5 0,8 1,7 1,7 1,5 1,3 : : 17,6
NL (M2 4,2 7,0 3,8 53 8,8 1,6 -0, 5,5 2,5 1,6 0,7 1,2 0,2 0 1,4 [ 9,7
UK (£M3) 13,3 11,7 196 139 10,3 24 2,1 24 39 0,5 0,5 1,6 0,8 01 —-04 1,4 0,6 9,7
EC! 13,5 11,9 109 97 10,9 2,5 2,1 2,7 28 2,0 0,7 1,0 0,9 05 (04 : : 9,9
USA éM ; 7,9 79 89 10,1 9,2 28 2,2 5,6 2,1 1,5 - 1,0 0,9 0,6 0,5 04 0,7 12,0
JAP 2 13,1 9,1 72 110 79 2,6 1,4 1,5 1,6 (1,6) 1,2 0,7 1,7 —-03 (0,9) : (6,9)
TABLE A.7: Short-term interest rates!2
1982 1983 1983 C*;;ﬂse ovet
months
1979 1980 1981 1982 1983 v 1 I 111 v June July August  Sept. Oct. Nov. Dec. %S
B 10,9 142 156 14,1 10,5 12,4 12,3 9,5 93 11,0 9.5 9,3 9,3 9,3 95 108 11,0 -1,4
DK 12,5 169 149 164 12,1 17,5 18,2 54 13,7 13,1 54 79 7,1 13,7 11,7 93 13,1 —-51
D 6,9 9,5 12,3 8,8 58 6,4 53 5,6 5,8 6,4 5,6 5,6 58 58 6,2 6,5 6,4 0,1
GR : 11,0 168 20,2 194 15,8 19,6 140 11,8 10,0 140 168 16,5 11,8 150 16,8 10,0 -58
F 9,8 12,3 156 146 12,5 12,7 12,3 12,6 12,6 123 126 122 124 126 12,3 12,3 12,3 -04
IRL 160 162 16,6 17,5 14,1 15,5 17,3 13,7 126 123 13,7 13,8 134 126 12,8 123 123 -22
I 120 176 20,0 20,1 18,1 19,1 194 178 17,5 179 178 176 176 175 176 179 179 -1,3
NL 96 10,6 11,8 8,3 5,7 53 4.3 5.4 6,2 6,1 54 5,6 6,3 6,2 6,1 6,3 6,1 0,8
UK 139 168 142 122 10,1 10,6 10,9 9,7 9,7 9,4 9,7 10,0 9,8 9,7 9,3 9,3 9,4 -1,2
EC13 10,3 13,4 150 13,2 10,8 11,4 11,1 10,3 10,5 10,6 10,3 10,4 10,5 10,5 10,5 10,7 10,6 -0,8
USA 10,1 11,6 140 106 8,7 8,1 8,6 8,7 8,8 9,0 8,7 9,3 9,3 8.8 8,6 8,9 9,0 0,9
JAP 59 10,9 7,4 6,9 : 6,9 6,7 6,2 6,5 H 6,2 6,4 6,5 6,5 6,4 : H -0,5
TABLE A.8: Long-term interest rates!4
1982 1983 1983 Cl;;ﬂ;s:) 0::f
1978 1979 1980 1981 1982 m v I I 1 May June July Avg  Sept. Oct. Nov %S
B 8,5 97 122 13,8 13,5 132 12,7 125 11,6 114 116 11,6 114 11,5 114 11,3 118 -1,1
DK 168 16,7 18,7 19,3 20,5 21,2 194 147 143 13,7 13,7 143 145 143 13,7 13,6 139 —57
D 5,7 7.4 85 104 9,0 8,7 7,9 74 8,0 83 7,6 8,0 8,1 8,3 8,3 8,1 8,1 0
GR 10,0 11,2 171 17,7 154 14,9 138 179 18,0 188 18,2 18,0 - 18,2 18,7 188 19,2 1973 6,9
F 10,6 10,9 13,7 16,3 16,0 15,8 15,5 14,7 14,5 14,0 14,6 14,5 14,0 140 140 141 14,1 -1,7
IRL 12,8 15,1 154 17,2 170 152 14,5 140 13,6 13,7 13,5 136 13,8 136 13,7 13,8 13,7 -1,8
1 13,7 14,1 16,1 20,6 209 204 20,5 182 17,9 17,6 178 179 179 178 176 174 174 —-33
L 6,6 6,8 7,4 86 104 10,5 10,9 10,4 9,8 9,3 10,2 9,8 9,3 9,3 93 2.4 : -13
NL 8,1 92 10,7 12,2 10,5 10,4 8,4 8,0 9,7 9,1 9,2 9,7 9,3 9.4 9,1 8,7 89 0
UK 126 13,0 139 148 12,7 11,1 11,0 108 10,5 105 104 10,5 11,2 11,1 10,5 10,5 10,2 -1,2
EC13 10,1 10,9 12,7 149 14,0 134 129 12,1 12,2 12,0 12,1 12,2 12,2 122 120 12,0 (11,9 (-1,3)
USA 79 8,7 108 129 122 1,5 10,3 103 10,6 113 10,2 10,6 11,1 1,4 11,3 114 11,2 1,0
JAP 6,1 7,7 9,2 8,7 8,1 8,4 7,5 7,6 7,5 7.3 7,6 7,5 7,6 7,5 73 7,2 : -1,2
TABLE A.9: Value of ECU — 1 ECU = ... units of national currency or SDR
1982 1983 1983 Change over
1979 1980 1981 1982 1983 12 mﬁ;‘i;
: v I o 1 v June  July August Sept.  Oct.  Nov.  Dec. °
BFR/LFR 40,17 40,60 41,29 44,68 4544 45,45 44,87 4522 45,69 4594 4543 45,54 4568 4585 4591 4597 4596 1,4
DK 721 7, 83 792 8,15 8,13 8, 21 8,09 808 8,18 817 8,14 8,17 820 8,17 8,15 16 8,18 0,5
DM 2,51 2 53 251 2,38 2,27 2 33 2,28 227 228 226 2,27 227 228 227 225 226 226 -2,2
DR 50,78 59, 24 61,62 6530 78,09 67, 01 78,32 76,67 76,50 81,11 75,30 74,44 76,01 7898 8043 81,11 81,19 20,2
FF 5,83 5,87 6,04 643 6,77 6 60 6,53 681 685 6,88 684 684 686 686 689 688 6,289 53
IRL 0,660 0676 0,691 069 0715 0691 0692 0727 0,723 0727 0720 0721 0,722 0725 0727 0727 0,727 49
LIT 1138 1189 1263 1324 1,350 1339 1326 1347 1355 1371 1348 1346 1354 1364 1370 1371 1370 2,7
HFL 2,75 2,76 2,78 262 254 2,55 2,52 255 255 253 2,55 254 255 254 253 254 254 -0,5
UKL 0,646 0,598 0,553 0,561 0,587 0,566 0,619 0,586 O, 370 0,574 0, 576 0,575 0,568 0,568 0,578 0,571 0,573 -28
USD 1,371 1,391 1,116 0981 0,890 0,934 0,948 0912 0,861 0,840 0892 0,879 0852 0,852 0866 0,844 0,822 —139
YEN 300,5 3150 2454 2435 2114 2417 2232 216,6 208,7 1963 214,1 2114 208,3 206,5 201,7 1982 1926 —16,6
SDR 1,061 1,068 0,946 0,888 0,8§3 0, 866 0,868 0,846 0,817 0,802 0,835 0,827 0,812 08 11 0,815 0,802 0,788 —-9,7
TABLE A.10: Effective exchange rates: export aspect 15 - Percentage change on preceding period
1982 1983 1983 C’;gni over
1979 1980 1981 192 1983 v 1 I 111 v June  July August Sept.  Oct. Nov. Dec. %2
BIL 12 —05 —-54 -92 —-20 -03 12 -1,1 -18 -11 -07 -05 —-07 —-04 0 -05 —-04 —36
-08 -79 -68 -—40 0.l 2 22 -12 -27 —-04 -13 —07 -13 05 04 —07 —-08 —44
48 04 -52 51 45 18 26 03 -18 01 -10 -02 -12 04 12 -L1 -05 11
GR -54 —135 -94 -73 -172 —03 —153 22 -08 —63 19 10 -29 -38 -16 —15 —08 —200
F 09 04 -87 -80 —62 0,5 15 -53 -20 -12 —09 —02 -11 -01 -0t —06 —08 —88
IRL 02 -20 -83 —-11 -34 03 22 -54 -25 -10 -12 -03 -13 —-03 04 —-10 -04 -79
I -32 -37 -122 -67 -34 —09 2 =25 -19 -20 -05 -01 —-15 —08 —03 -07 —06 —65
NL 18 01 -50 55 24 22 14 —16 —-09 0 -04 0 —08 03 08 -08 —05 -—23
UK 62 101 11 -46 -70 -24 -92 49 12 -—18 07 —-03 04 —02 -17 06 —-13 —21
ECU 59 22 —149 -—53 -—48 0,9 -0,7 -23 -36 -25 -1,5 =07 -23 =02 01 -16 —-18 -108
USA =33 —-03 140 122 8,1 1,9 -1,9 2,8 39 0,6 2,2 1,0 2,0 0 -1,7 1.8 1,7 9,5
JAP -71 - 4,1 140 —438 9,8 1,6 9,7 1,3 0,6 4.5 -09 0,7 —-03 0,7 3,4 0,3 1,6 11,7
10 National for Belgium, D k, Germany, France, Ireland and the United Kingdom ; seasonal adjustment by Eurostat for Greece, Italy and the Netherlands.
1 Average of monthly changes, seasonally adjusted, we:ghted for GDP at 1975 prices and purchasing power parities. For money supply, the monthly change in B is ot d by linear

interpolation of quarterly data.

end quarter and end month.

Average weighted for GDP at 1975 prices and purchasing power parities.

National soutces; three-month interbank rates except: Belgium : yield on issue of four-month Fonds des Rentes certificates; Denmark : daily money market rate (monthly average). Annual average,

Y:ﬁld (I’Jll pu'l):élrc sector bonds. Annual average. Average for last month of quarter and monthly average for Germany, Italy, Luxembourg and the Netherlands. End quarter and end month for the
other Member States.
1S 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.
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Community (EC)
12.12 The Council (ECOFIN), at the Commission’s proposal, adopted in the
Community languages the decision approving the Annual Economic Report on
the economic situation in the Community and setting the main economic

guidelines for 1984, It decided on the publication of this decision in the Official .

Journal of the European Communities.

Belgium (B)

7.12 A Royal Decree was published limiting overtime in firms; hours of
overtime will be governed by the agreement with workers’ representatives (trade
unions), and cannot exceed 65 hours a year. The Decree also provides for
compensatory leave, and for a bonus of 50% (instead of 25%) from the first hour
of overtime worked. S
30.12 The Law on rents was published; it provides in particular for a single
annual adjustment on the basis of the change in the consumer price index.

31.12 Several Royal Decrees were published : the application of a reduced rate
of VAT (6%) to residential building was extended until 31 December 1985 limits
were sét on the right to combine civil service employment with other
occupations; measures were taken to combat fraud by short-term workers
(saving some FB 350 million in unemployment benefits); expenditure on staff in
local government and public social assistance committees was reduced, in
particular by the introduction of shorter working hours for staff aged 55 and
over. :

1.1.84 The introduction of price increases for a number of goods and services
was announced : postal charges, public transport fares, coffee, some telephone
charges and medical fees. The new prices will be introduced during January and
February.

Denmark (DK)

16.12 Asthe draft budget for 1984 was rejected by Parliament, a provisional law
authorizing the government to levy taxes and to pay current expenditure was
passed.

30.12 The agreement on short-term monetary support between the central
banks in the Nordic countries was revised, increasing individual drawing
facilities under the scheme to 150 million SDR.

Federal Republic of Germany (D)

L.12 Foreign workers, who choose to return to their country of origin, are
entitled to receive a bonus of DM 10 500. The relevant bill applies to non-EC
foreigners only.

15.12 The Central Council of the Bundesbank decided to set the target range for
the growth of central bank money stock between the fourth quarter of this year
and the fourth quarter of 1984 at 4 to 6%.

16.12 The Federal budget for 1984 passed its reading in the Bundesrat. Total
expenditure is now definitively set at DM 257 140 million, an increase of 1,6%,
over 1983. Federal net borrowing is limited to DM 33 610 million.

Greece (GR)

20.12 The Government announced the new wages policy measures to be applied
in the public sector in 1984. The system of index-linking in force since 1982 will
be fully applied (without the deferrals introduced in 1983); moreover, the upper
limits on income brackets used as a basis for indexation are to be raised; the
upper limit on the first bracket, to which the rise in the consumer price index will
be passed on in full, will now be DR 50 000 (formerly DR 35 000); that on the
second bracket, to which half of the rise in the index applies, will be DR 75 000
(formerly DR 50 000); and that on the third bracket, to which one quarter of the
rise in the index applies, will be DR 100 000 (formerly DR 80 000).

France (F) .

7.12 The Government took a series of measures to revive building activity, the
most important.of which was the increase in the quota for assisted residential
building loans to between 70 % and 85%, depending on circumstances (formerly
between 509 and 80%).

21.12 The Bangue de France published the new credit control arrangements for
1984. The general norm for the expansion of the outstanding credit is an index of
97,5 (1983 = 100) at the end of 1984 for so-called ‘category one’ banks, and an
index of 100 (no change) at the end of 1984 for small and medium-sized banks
and hire-purchase. Export credits, investment credits and housing loans may
expand by 129 in 1984.

4.1 The Council of Ministers adopted a series of measures to combat inflation :
in public sector firms, the Government’s aim for 1984 is still to maintain
purchasing power as far as possible, in view of the firms’ situation, with an
increase in distributed dividends of no more than 5%,. Social benefits will rise by
2,35% in January and by 2,35% in July; old-age benefits will rise by 1,8% in
January and by 2,2%; in July. The Government will contribute to cost controls by
holding companies’ social security contributions and taxes steady, and by

Principal economic policy measures — December 1983

limiting rate of increase in public service charges to a level commensurate with
the inflation target, i.e. 5% throughout the year. On the prices front, it has been
decided that no further increase will be authorizeduntil the index has caught up
with the increases made in 1983, when overshooting occurred for a number of

- occupational categories. Rents may not rise by more than 809 of the increase in

the building cost index.

Ireland (IRL)

4.12 The Government announced details of the public expenditure allocations

for 1984. The main features are:

(a) Current Expenditure. Expenditure s planned to be IRL 5 061 million, a rise of
8%, implying ‘a small fall in volume terms (officially estimated at 0,7%;).
Considerable volume cuts are planned in expenditure on health and
education in particular. The provision for public service pay and pensions is
8% more than in 1983, implying a small real fall.

(b} Public Capital Programme. The PCP shows a marked cut in planned capital
spending. While total public spending will rise by 29, in value, this represents
a fall of about 6% in real terms. A noteable feature is that the Exchequer
financed element will be reduced by 4% in 1984.

The overall aim is to arrest the growth of current spending in real terms and
make capital spending more efficient while trying to minimize any adverse effect
on employment. :

Italy ()

24.11 Parliament ratified the Decree-Law on tax increases divided under the
budget adopted on 30 September. This Decree authorizes new revenue of at least
LIT 4 500 000 million, as well as renewing temporary tax provisions.

24.11 The Senate adopted the 1984 Finance Act.

18.12 The Minister for Foreign Trade signed two Decree-Laws relaxing
exchange control rules, in particular for foreign investment, exports to the rest of
the Community with deferred settlement and transactions by small and medium-
sized firms. Moreover, the authority of the ‘Medio-credito centrale’ in foreign
exchange matters was considerably extended.

23.12 The Finance Act and the budget for 1984 were finally approved by
Parliament. The deficit for the central government budget was set at LIT 94 950
000 million, corresponding to a Treasury cash deficit of LIT 109 700 million.
Under other laws approved by Parliament, this rises by LIT 3 400 000 million; a
revised estimate of the deficit of pensions bodies (INPS) adds another LIT 5 000
000 million. The resulting deficit LIT 118 100 000 million will be reduced by the
extra revenue under laws at present in the course of Parliamentary approval, by
an increase in petrol prices and by savings on interest due to the reduction in the
deficit. The Treasury deficit for 1984 is finally estimated at LIT 104 500 000
million.

29.12 A Decree-Law was passed raising the price of petrol to LIT 1 300 per litre;
this should lead to an increase of LIT 2 000 000 million in revenue from excise
duties.

Luxembourg (L)

1.1.84 A new Law came into force; its purpose is to stimulate residential
building. In particular, it provides for the deduction from taxable income, on
certain conditions, of amounts paid under a savings contract for the purpose of
residential building.

Netherlands (NL)

9.12 The Government decided to allocate a sum of HFL 800 million to further
works under the headings of public investment and residential buildings in 1984
and 1985. ‘

22.12 Public transport fares will increase by an average of 10% from 1 April
1984.

23.12 Parliament adopted a bill to reduce civil service salaries and social benefits
by 3% from 1 January 1984.

23.12 The Government decided to take a further step towards freeing prices in
1984 : prices will be practically free in industry and trade. Public service charges
other than those for public transport can be increased by a maximum of 3% in
1984, whils electricity charges to small consumers may not rise by more than 2%;.
United Kingdom (UK)

14.12 The Government announced that the rate support grant to local
authorities will be increased by UKL 90 million (0,7%) to UKL 11 900 million in
the 1984/85 financial year. The share of the central government contribution to
local authority expenditure will accordingly be reduced from 52,89 (1983/84) to
51,99 next year. The Government also set revised spending targets, together
with harsher penalties in the form of grant reductions for authorities that
overspend.
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