








Gross domestic product, volume (percentage change at constant prices on preceding year, 1961-93) *
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TABLE 2: Deflator of gross domestic product (percentage change on preceding year, 1961-93) *
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TABLE 3: Final domestic demand, volume (percentage change at constant prices on preceding year, 1961-93) *
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TABLE 4: Gross national product at current market prices (percentage change on preceding year, 1961-93) *
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* Notes: see page 19.
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Investment drops in 1991, but should bounce back in 1992,
becoming again the most dynamic component of domestic
demand. — In 1991, gross investment in the Community is
expected to decline in real terms for the first time since the
recession of 1981-82. This fall, half a percentage point, is largely
attributable to the very sharp contraction of gross investment in
the United Kingdom (—12.8%). However, Denmark, Greece,
France, Ireland and Italy should also experience a decline this
year. Only in Germany, Luxembourg and Portugal, gross
investment is estimated to expand at a substantial rate in 1991.

Several factors explain this marked worsening of investment
performance in 1991:

a) The economies of the Community experienced a very strong
investment boom during the second half of the 1980s. In the
Community as a whole, gross fixed capital formation grew
by almost 32% in real terms between 1985 and 1990.
Markedly stronger increases took place in Spain (+ 74%),
Portugal (+ 70%) and Belgium (+ 54%). After such a
period of strong capital formation, some pause was
inevitable.

b) Expectations created by the planned completion of the
internal market by 1993 strongly supported investment in
recent years. This occurred through two channels: by
improving overall business confidence and, more import-
antly, by bringing investment forward in anticipation of the
actual internal market effects which will be felt as non-tariff
barriers are dismantled.

¢) Since late 1989, demand prospects have deteriorated, both
internally and externally, and world trade growth has
practically stalled in 1991. As a result, the rate of capacity
utilization has gradually decreased. These developments

have discouraged companies from increasing capital invest-
ment.

d) After having improved steadily and significantly over the
period 1982-1989, thanks to the moderation of real wage
increases, the profitability of capital has witnessed a certain
deterioration since 1990. Indeed, real unit labour costs have
started rising again in 1990 (+0.5%) and 1991 (+0.6%).

From 1992 onwards, investment is expected to resume a positive
growth path given the gradual improvement in its determinants.
In line with the expected improvement in the international
environment and the acceleration of world trade growth, export
prospects should improve considerably. Real unit labour costs
should decline (—0.7% in both 1992 and 1993), contributing to
the restoration of the profitability of capital. In addition, the
expected gradual reduction of long-term interest rates over the
forecasting period, should be conducive to increased investment
demand. These combined effects should lead to increases in
gross fixed capital formation in the Community of 2.2% in 1992
and 3.7% in 1993.

What is true for investment in general, is particularly true for
investment in equipment. After an exceptional annual rate of
expansion of around 9% % in real terms over the period 1987-
1989, the rate of growth of investment in equipment slowed
down to 4.7% in 1990 and is expected to fall to -0.4% in 1991.
The United Kingdom predominantly influences this result, with
an exceptional real drop of 12.8% in 1991, but investment in
equipment also declined in real terms in Spain, France and Italy.
In Germany, thanks to unification, it expanded strongly by
10%. While it should decelerate in Germany to 5.1% and 4.5%
in 1992 and 1993 respectively, in most member countries a
moderate recovery in investment in equipment is forecast for
1992, strengthening further in 1993.

TABLE 5: Investment in construction, volume (percentage change on preceding year, 1974-93) *

1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993
B —24 —6.1 —0.6 3.0 33 13.2 89 6.7 —-14 33 2.7
DK —5.7 8.8 89 18.0 1.1 —4.5 —46 —6.1 =6.5 -1.0 40
D -1.0 1.6 -56 27 -03 33 5.1 5.3 35 25 1.7
GR —34 —69 3.1 —-038 —-1.7 8.3 2.0 2.1 —-5.0 2.5 5.0
E -14 —5.2 2.0 6.5 99 12.2 149 10.7 53 40 4.0
F -0.9 —29 -04 36 32 7.3 53 23 1.2 2.1 29
IRL 1.7 —-20 =71 -2.7 —83 —-0.7 9.8 8.4 -29 39 40
1 —-1.5 -1.0 —-05 1.1 —1.1 1.2 3.6 2.5 0.4 12 1.2
L —-3.0 -3.1 ~3.1 5.5 10.8 7.1 44 09 58 44 29
NL —2.6 3.8 -0l 5.0 19 12.0 1.6 13 -0.6 —-10 1.3
P — —-92 -60 8.7 94 10.1 35 6.5 4.5 3.0 4.0
UK —13 6.1 —24 5.8 11.1 9.8 2.5 —1.1 —129 -0.7 4.7
EUR! —14 —0.3 —-1.7 3.8 3.1 6.3 5.3 3.6 —0.5 1.8 2.7

I EUR without Portugal up to 1983.

TABLE 6: Investment in equipment, volume (percentage change on preceding year, 1974-93)*

1974-83 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993

B 24 13.6 23 53 72 13.8 182 10.3 3.0 28 2.8
DK 1.0 17.9 16.2 16.6 -89 —-9.38 6.3 3.0 3.0 50 10.0
1.5 —02 99 43 5.6 1.7 10.0 129 100 5.1 4.5

GR 0.5 —4.2 7.7 —12.6 —-99 9.5 17.4 79 3.0 4.5 6.0
E —-0.7 =73 = 9.1 15.8 12 16.7 13.0 1.2 —-2.5 30 40
F 04 —-0.6 10.0 43 54 9.7 58 50 —1.8 1.6 35
IRL 2.7 —2.0 -6.7 1.1 1.3 4.8 153 6.8 1.8 3.7 4.5
1 2.9 12.0 4.0 1.6 12.8 11.2 6.2 35 —1.1 3.5 4.5
L —-12 2.7 -20.5 874 16.7 —19.0 263 6.0 6.7 50 5.0
NL 0.6 8.8 15.5 10.1 1.9 58 4.5 7.7 3.0 -12 2.6
P — —-296 —4.5 142 26.8 23.2 10.0 8.5 4.5 30 3.5
UK 0.5 11.3 10.7 -1.7 8.4 17.5 83 —3.6 —12.8 —1.1 8.1
EUR1 1.1 3.9 8.5 39 8.4 11.3 8.5 4.7 -0.4 2.6 4.7

I EUR without Portugal up to 1983.

* Notes. see page 19.




TABLE 7: Total investment, volume (percentage change on preceding year, 1961-93) *
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Private consumption, volume (percentage change on preceding year, 1961-93)*

TABLE 8:
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TABLE 9: Real compensation of employees per head ! (percentage change on preceding year 1961-93) *
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! Deflated by the price deflator of private consumption.

Public consumption, volume (percentage change on preceding year 1961-93) *

TABLE 10:

1993

1991

1985 1986 1987 1988 1989

1974-83 1984

1961-73

QNI OO NCOANC

—_O—OMN—O—MnNno —

| I

SNNNERAQC—ANNCOO

—oooN—O=—noO—~
I | I

VNN ANO NN = <t 0 00

—ONO TR — OSSN
I

NMeoNO-nnNESENRQo

—_—_ o= NOMNOoONO

bl | |

ﬂ00642424050
|

Yoo ANV

O —NTN NN —
|

OB =N

—ONOWVN—ANANNA~—
] .

TNONYONRNS N — O

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

NN FTAN=NN—O O

N —OAANRVIANO— DY

CO—MNN—~OANNOOO
| 1 |

NSO oANN~NWVNNO

Nen—rn et NN —

0RO NC T 0N

VinnOotTtNtTonaRN

Qoo
— O

i

—— )

too

-OoO«N

N
o ——

by
—oo

=N
— NN

USA
JAP

* Notes: see page 19.







TABLE 12: Price deflator of private consumption (percentage change on preceding year, 1961-93) *
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TABLE 13: Compensation of employees per head (percentage change on preceding year, 1961-93) *
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TABLE 14: Real GDP per occupied person (percentage change on preceding year, 1961-93) *
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TABLE 15: Unit labour costs, whole economy! (percentage change on preceding year, 1961-93) *

1993

1992

1985 1986 1987 1988 1989

1974-83 1984

1961-73

NOQO—=NOQANT TN

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

N—<FootT—eNt—mn~mn

N == N NN WNO

NMOTON=mMmunAnA ™M
— —

OSSNSO AT — 00

NOoOWVNTWVInNWV-AN N
— —

NWOMRO AN =Yoo

NGOt RS—~F S
N —_——

TV AMEANNAI0—\D

110542054199

CNONT ——OVOONW
1 —_—

AN —ANVARNLON—~\O

SONOWVI—— N AN
= -

WA NNOANT-NNOON

AN =N — ot
— —

NANOTOANO T —

FTN—SNFNONS A
[o\] —

—,O ANV — AV AN <

<t NNVt NN

M m M
- Jalalol SR Y 4. o)

11.7 5.1 50 4.3 3.8 34 43 6.2 6.2 39 3.7

53

EUR

! Compensation of employees per head divided by labour productivity per head, defined as GDP volume divided by total employment.

* Notes: see page 19.
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TABLE 16: Total employment (percentage change on preceding year, 1961-93) *
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TABLE 17: Employment in manufacturing industries (percentage change on preceding year, 1974-93)*
TABLE 19: General government lending (+) or borrowing (—) (as a percentage of GDP, 1974-93) 1*

TABLE 18: Number of unemployed (as percentage of civilian labour force, 1964-93) 1 *

! Series following SOEC definition, based on the labour force survey.

2 In percentage of total labour force.

2 Including current transfers to East Germany and the deficit of East German territorial authorities and as a percentage of GDP of unified Germany from 1991 onwards.

! EUR without Greece and Portugal.

* Notes: see page 19.
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TABLE 27: Trade balance total (fob/cif) (in billions of ECU, 1961-93)*
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* Notes. see page 19.
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Japan: growth decelerates but remains robust. — The forecast
growth in output of 4.6% of GNP in 1991 is proof of the
resilience of the Japanese economy in the face of the slowdown
in world economic activity. However this impressive perform-
ance obscures a slowdown in domestic activity in recent months,
reflected in a sharp increase in the trade surplus mainly due toan
improvement in the terms of trade resulting from the
appreciation of the yen and from the decrease in oil prices. This
weakening domestic situation is in turn attributed to tight
monetary policy and the adverse effects on business and
consumer confidence of recent scandals in the financial sector.

However, there are several factors which suggest that this
slowdown is only transitory. Firstly the extremely tight labour
market should boost consumption through continuing increases
in real wages and labour-replacing capital investment. Secondly
there is ample room for a more accomodating fiscal and/or
monetary policy. The government’s budgetary situation is very
healthy and inflation is safely under control as evidenced by the
modest year-on-year increase (circa 3.4%) in consumer prices
and the slow rate of growth in the principal monetary
aggregates. In these circumstances the forecast for 1992 is for
“only a moderate slowdown in growth to 3.5% of GNP,
remaining unchanged in 1993. This forecast is only marginally
below the estimated growth potential of about 4%.

EFTA countries: from stagnation to moderate recovery. —
Outputin the EFTA is forecast to stagnate in 1991. This forecast
hides wide divergences in individual country performances
which range from recession in Sweden and Finland to robust
growth in Norway and Austria. Externalities have been a major
factor in these divergent performances with Austria benefiting
strongly from German unification whereas Finland has suffered
from the collapse and re-orientation of imports of the former
U.S.S.R.

A resumption of growth would be of obvious benefit to the
Community given the close economic integration with EFTA,
recently confirmed by the agreement on an European Economic
Area. Prospects for 1992 will be strongly influenced by the
adjustment programmes currently underway in recession-hit
Sweden and Finland. These are expected to restore price
stability and export competitiveness and reverse recent falls in
output. Allied to the expectation of continued strong growth in
other key EFTA members, the overall forecast is for resumed
growth of 1.5% of GDP in 1992, increasing to 2.3% in 1993.

Countries of Central and Eastern Europe: sharp output
contraction. — Real output in the former centrally planned
countries is forecast to fall by 18% of GDP in 1991. This
collapse is due to the radical restructuring of these economies
and the dramatic fall-off in intra-CMEA trade. In the former
U.S.S.R. difficulties have been further exacerbated by the
virtual break-up of the Union and its adverse effect on internal
distribution and hard-currency export earnings.

The small share of total Community exports (3.7% in 1990)
accounted for by the CCEE belies their importance. Their
growth potential and emerging strong economic and political
ties with the Community are certain to lead to important trade

developments. A number of measures are already underway
which are expected to contribute to the resolution of temporary
balance of payments difficulties and to the stabilisation of
output. Similarly, the increased willingness of OECD members
to increase market access for imports from CCEE and the
negotiation of association agreements with the Community will
improve trade prospects. These measures are expected to start
paying dividends in 1992 when the fall in output is forecast to
moderate to about 9% , stabilising further to around zero in
1993. As a corollary, import growth should recover to about 5%
in 1993 after having fallen at an average annual rate of about 9%
over the period 1990-92.

MAIN ASSUMPTIONS AND RISKS

Assumptions. — Qil price — The situation in the petroleum
market has remained rather stable in 1991. During the first three
quarters of the year, the price of Brent UK oil has hovered
within a § 2 per barrel margin, attaining $ 20.2 in September.
The absence of upward pressures on oil prices is partly due to the
failure of the OPEC countries to agree on new quotas and partly
to the marked slackening of economic activity in the industrial
countries. Market conditions are expected to remain soft but in
line with some edging up of oil prices over recent months, a
slight strengthening of oil markets is assumed over the
forecasting period, implying the following assumptions for UK
Brent per barrel: 1991: $ 20.0; 1992: $20.5; 1993: § 21.5.

Non-oil commodity prices — Dollar prices of non-oil com-
modities are assumed to decrease by 6% in 1991 and by 0.1% in
1992 but to increase by 4.2% in 1993 because of the expected
increase in world demand.

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 end
September between the ERM currencies, the US dollar and the
yen. Between 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 differential. These assumptions result in the following
exchange rate for the US dollar against the DM: 1991:
DM 1.667; 1992 and 1993: DM 1.671.

TABLE 36: Interest and exchange rates assumptions *
1988 1989 1990 1991 1992 1993

Annual average in % points

Interest rates (US)

— Short-term! 69 84 78 55 60 71
— Long-term?2 90 85 86 82 82 87

% change on preceding year

Exchange rate of USD
— Vis-a-vis ECU3 -31 74-133 32 05 00
— Vis-a-vis YEN3 -120 76 49 —64 —33 -20

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

* Notes: see page 19,
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Interest rates — In the United States, in an attempt to boost
economic activity, monetary conditions have been loosened on
several occasions over the last year and a half. Through
successive cuts, short-term interest rates fell from 8.2% in
March 1990 to 5.1% in October 1991. Long-term rates declined
in parallel, but to a much lesser extent. No further significant
cuts in short-term interest rates are expected. On the contrary, a
gradual tightening in the course of 1992 is expected in order to
avoid the re-emergence of inflationary pressures.

In the Community, the downward convergence of short-term
interest rates to the German level has continued in the course of
the year and is particularly impressive for the initial narrow-
band participants. This evolution is the combined result of the
rekindling of inflationary pressures in Germany on the one hand
and of relatively favourable inflation performances in the other
initial narrow-band countries on the other. The monetary
framework for the present forecast is the assumption of a further
slight tightening of monetary conditions in Germany in the first
half of 1992 and some loosening thereafter.

Policies — The assumption made is the traditional 'no-policy
change’. This implies that both monetary and budgetary policies
for 1992 and 1993 are assumed to be an extrapolation of present
stances except where discretionary measures have already been
decided or concretely announced.

Risks and uncertainties. — The forecast for the Community
economy which is presented in this document is, as always, a
central one, representing the most likely outcome on the basis of
a reasonable set of assumptions.

Apart from the traditional risks embodied in the assumptions
on the international environment, the single most important
source of uncertainty lies within the Community and had
already appeared in the Spring forecast, namely the domestic
behaviour of the Community economy.

To recover from the current economic slow-down, the
Community has to rely on its own strengths. No significant
solace is expected from the outside world. In addition, given the
required correction of macroeconomic imbalances, there is little
scope for supportive monetary and fiscal policies. Therefore the
moderate recovery should be triggered by private consumption
which in turn should boost investment.

The forecast pick-up in Community output growth is essentially
predicated on an improvement in consumer confidence. It is
assumed that the recovery will get underway once confidence is
restored. In this regard, the rather muted and hesitant rebound
in consumer confidence after the cessation of the Gulf crisis is of
particular concern. If the recovery in consumption spending
were to take place more slowly than expected, the overall
pattern and strength of Community activity would be adversely
affected. However, with the growth fundamentals in the
Community remaining favourable, the risk is essentially a
question of the timing and the robustness of the hoped-for
recovery.

Although the balance of risks is clearly on the downside, given
the predominant role being played by consumer and business
confidence in the present conjunctural situation, a better than
anticipated growth performance cannot entirely be ruled out.
Favourable ‘systemic’ developments both in the Community
(particularly a successful conclusion of the two intergovern-
mental Conferences in Maastricht and the completion of the
legal framework for the Community’s internal market augmen-
ted recently by the agreement on an European Economic Area)
and in the world economy (successful conclusion of the
Uruguay round, reforms in Eastern Europe and the Soviet
Union) may unleash a bout of confidence. The resulting growth
momentum of the Community economy might favourably
surprise forecasters as was the case in the late 1980s.

14 November 1991
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TABLE 37: Demand components at constant prices (!) and contributions to real GDP growth (2), EC Countries and EC, 1987-93 *

1987 1988 1989 1990 1991 1992 1993 1987 1988 1989 1990 1991 1992 1993
B5  Demand components E¢  Demand components
Private consumption 3077283 T26L3 LTS Private consumption o1 SR S A o i A W i T i 3
Government consumption 07 ~-1.1 -1.2 10 15 11 10 Government consumption 89 40 76 44 42 38 36
Fixed capital formation 58 135 136 83 06 30 28 Fixed capital formation 140 140 137 67 22 36 40
— Construction 33 132 89 6.7 -14 33 27 — Construction 99 122 149 107 53 40 40
— Equipment 72 138 182 103 30 28 28 — Equipment 21.2 167 13.0 12 -25 30 40
Exports of goods and services 64 83 69 50 36 44 438 Exports of goods and services 6.1 52 29 42 66 7.0 7.1
Imports of goods and services .- -~ 85 78 8.1 46 34 45 46 Imports of goods and services 0.2 143 170 81 81 7.5 70
GDP 22 46 39 37 13 21 25 GDP 56 52 48 37 25 31 32
Contributions to growth Contributions to growth
Final domestic A AR S AR Ko S 6 S VAR | Fmﬁ] domestic d:
Stockbuilding . 02 02 02 00 00 00 Stockbuilding B 02 01 0.1 0.0
Foreign balance ~J6 04 1.0 03 01 01 0.1 Foreign balance ™ -33 26 42 ~-17 08 0.6 -05
DK+ Demand components F4  Demand components
Private consumption ~15 08 08 1.0 12 28 32 Private consumption 26 29 30 31 le6 17 21
Government consumption 25 02 -1.3 04 -13 -02 0.5 Government consumption 28 28 1.7 31 20 19 18
Fixed capital formation -38 66 0.2 -19 -19 20 71 Fixed capital formation 42 85 58 38 06 18 33
— Construction 11 -45 46 —6.1 65 -10 40 — Construction 32 73 53 23 12 21 29
= Equipment -89 -98 63 30 30 50 100 — Equipment 4 97 58 50 -18 1.6 35
Exports of goods and services 51 73 60 87 62 113 62 Exports of goods and services 29 80 108 52 26 52 58
Imports of goods and services 2.0 14 42 21 35 57 6.7 Impory ods-andservices... 7.6 84 85 64 19 3.7 43
GDP 03 05 1.2 21 18 30 33 GDP 20 36 36 28 13 23 25
Contributions to growth Contributions to growth
Final domestic demand =10 -17 07 01 -00 17 27 Final domestic demand 29 41 34 33 12 18 23
Stockbuilding -12 01 10 -08 04 01 02 Stockbuilding 02 02 01 05 01 02 00
Foreign balance 25 22 08 28 14 12 03 Foreign balance: {-12 03 03 -04 01 03 02
D?  Demand components IRLS Demand components
Private consumption * : s Private consumption p A S S W 5 e %
G'ovemm?nt consu.m.ptlon 13 06 06 21 -05 05 _ljf‘" Government consumption 49 42 35 10 02 00 00
Fixed capital formation 22 51 71 88 66 38 3% Fixed capital formation 25 46 113 75 04 38 42
— Construction 03 33 51 53 35 25 17 — Construction 83 0.7 98 84 29 39 40
— Equipment 56 7.7 100 129 100 5.1 45 e Equipment 1.3 48 153 68 1.8 3.7 45
Exports of goods and services 07 51 100 91 137 57 45 Exports of goods and services 134 87 101 63 46 62 61
Imports of goods and services 43 58 86 104 134 58 350 Imports of goods and services 50 39 109 60 40 5.1 54
GDP 17 37 33 47 33 22 18 GDP 44 39 59 57 13 23 28
Contributions to growth Contributions to growth
Final do'mt?stic demand 23 Final domestic demangd. B B L e & B ¢
Stockbuilding 0.3 Stockbuilding . 21 05 -10 05
Foreign balance 0.6 Foreign balance 53 35 04 07 07 13 12
GR? Demand components 14 Demand components
Private consumption 08 34 39 19 03 09 19 Private consurnption 45 45 42 27 22 25 130
Government consumption 13 66 53 06 05 05 00 Government consumption 37 28 05 10 12 11 12
Fixed capital formation 87 88 86 48 -12 35 55 Fixed capital formation 58 67 51 30 04 24 29
— Construction =17 83 20 21 -50 25 50 — Construction Al 12 36 25 04 12 12
— Equipment . 99 95 174 79 30 45 60 — Bquipment . 128 112 62 '35 -1 35 45
Exports of goods and services 160 90 21 03 16 40 58 Exports of goods and services 32 42 92 75 26 42 49
Imports of goods and services.. 166 80 99 113 -18 28 48 Imports of goods and services - 106 7.4 99 67 39 50 56
GDP 05 41 28 03 07 12 21 GDP 30 42 32 20 11 20 25
Contributions to growth Contributions to growth
Final domestic demand =07 50 51 22 01 11 23 Final domestic demand 46 47 38 25 15 23 28
Stockbuilding 46 03 01 0l Stockbuilding 03 04 02 -1 00 01 01
Foreign balance =50 L1 00 -02 Foreign balance -18 -09 05 -0.1 04 —04 04




1987 1988 1989 1990 1991 1992 1993 1987 1988 1989 1990 1991 1992 1993
L5 Demand components UK35 Demand components
Private consumption 56 37 3731 40 37 38 Private consumption 53 72 39 10 08 14 23
Government consumption 27 40 37 01 31 32 30 Government consumption 1.3 05 08 28 28 20 20
Fixed capital formation 150 -5.5 134 33 62 47 39 Fixed capital formation 95 148 48 -24-128 09 64
— Construction 108 "7.1 44 09 58 44 29 — Construction 1.1 98 25 -1.1-129 07 47 -
~— Equipment 16.7-19.0 263 60 67 50 50 ~ Equipment 84 175 83 -36-128 -1.1 8.1
Exports of goods and services 55 81 72 23 22 37 43 Exports of goods and services 58 03 43 48 16 57 48
Imports of goods and services 78 63 88 34. 34 41 45 Imports of goods and services 79 128 69 13 25 64 52
GDP 34 55 61 09 30 34 34 GDP 47 46 22 08 -18 20 28
Contributions to growth Contributions to growth
Final domestic demand: 70 14 57 25 43 39 37 Final domestic demand 52 72 36 07 24 12 130
Stockbuilding -1.3 2.1 . 19 ~-1.7 -00 00 00 Stockbuilding 01 08 -04 08 -07 12 0.1
Foreign balance 423 20°-15 -13 -14 05 03 Foreign balance -06 37 -10 10 13 04 03
NL4 Demand components EUR Demand components

Private consumption 40 1.5 17 38 26 09 19 Private consumption 39 41 32 30 17 20 24
Government consumption 29 0.6 09 02 -04 07 0.2 Government consumption 27 18 14 23 14 14 16
Fixed capital formation 15 94 30 42 L1 -11 19 Fixed capital formation 55 9.0 67 41 -05 22 37
— Construction 19 120 16 13 -06 -10 13 — Construction 31 63 53 36 05 18 27
— Equipment 19 58 45 77 30 -12 26 — Equipment 84 11.3 85 47 04 26 4.7
Exports of goods and services 40 8.1 46 52 39 48 50 Exports of goods and services 41 54 77 63 55 53 51
Imports of goods and services 49 68 59 46 37 34 47 Imports of goods and services 83 87 89 63 46 53 53
GDP 08 2.7 40 39 23 13 19 GDP 29 40 33 28 13 22 24
Contributions to growth Contributions to growth
Final domestic demand 29 15 32 17 02 15 Final domestic demand 40 47 36 32 12 20 26
Stockbuilding -14 31 10 03 00 -00 Stockbuilding 0.1 03 01 -01 -01 03 00
Foreign balance 1.1 -06 07 03 11 04 Foreign balance -13 -1.1 -06 02 01 -0.1 -02

P7  Demand components

Private consumption TTTTTTS47T667 31749 53 40 30
Government consumption 49 53 20 33 38 10 1.5
Fixed capital formati 150 7.5 75 45 30 37
— Construction 10.1 35 65 45 30 40
— Equipment 23.2 100 85 45 3.0 3.5
Exports of goods and services 86 10.2 16.5 109 03 33 43

Aces:.- 20.0 16.1 10.5 13.6 58 62 :63

Imports:of-goods-and:se
GDP

Contributions to growth

5G9 46
08 0.1
4.5

Final domestic deman
Stockbuilding
Foreign balance

09 02
0.7 -34 -3.1 -2

53 39 54 40 20 17 20

! Percentage change on preceding year.

2 Change as a percentage of GDP of preceding period.
3 1970 prices.

4 1980 prices.

5 1985 prices.

6 1986 prices.

7 1988 prices.

* Notes: see below.

Notes on technicalities, concepts and sources

1. 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’.

2. 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 (1991 estimates, 1992 and 1993 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.

3. 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.

® Tatin 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.
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Community (EUR 12)

22.10 Agreement is reached between the EC and the EFTA countries on the
establishment of the European Economic Area (EEA).

29.10 Fisheries Council reaches a concensus on a series of measures aimed at
conserving EC fishing resources.

Belgium (B)

None.

Denmark (DK)

21.10 Danish Nationalbank lowers interest rates on banks’ borrowing from
and deposits with the Nationalbank by %% to 94 % for drawings on current
account and 9% for deposits. Likewise, the discount rate is lowered by 12 % to
9%.

Germany (D)

1.10 In East Germany, a first adjustment of rents, which have been frozen at
the level of the mid 1930s, comes into effect. Market prices are also introduced
for charges made for running costs of accommodation.

Greece (GR)

8.10 By decision of the Bank of Greece credit institutions are allowed as from
1 January 1992 to carry out foreign exchange operations.

11.10 By decision of the Bank of Greece taking effect on 1 November credit
institutions become more responsible for the financing of handicraft
businesses from a special fund reserved for this purpose.

25.10 The Bank of Greece issues a Treasury bond of Yen 50 billion with
7,1% annual interest rate and nine years duration.

31.10 The Treasury issues three series of bills with an interest rate reduced by
0,5 percentage point. The Treasury bills with a maturity of three, six and twelve
months bear an interest rate of 18,5%, 21,5% and 23% p.a. respectively. By a
Jjoint decision of the Ministers of National Economy and Finance, based on
law 1914/90, a new series of Treasury bonds was issued. They have a duration
of 6 years and will replace 3-month Treasury bills held compulsorily by the
commercial banks and coming to maturity at that date. The interest rate is
floating and is pegged to the interest rate on the 12-month Treasury bills.
Especially for the first year, the interest rate is fixed at 21% p.a. and the interest
accrued until 31 October 1992 will be capitalized.

Principal economic policy measures — October 1991

Spain (E)

3.10 The Treasury cuts the official interest rates on Treasury bills: the rate
for 3-year bills is cut by 0,1 point to 11,6%, the rate for 5-year bills by 0,3 point
to 11,4%, and the rate for 10-year bills by O,4 point to 11,3%.

France (F)

4.10 The French Government asks leading public enterprises to review their
plans for redundancies following several announcements of substantial cuts in
staff.

17.10 The Bank of France lowers key rates by a quarter point, taking the rate
for tenders to 8,75% and the rate for 5 to 10 day sale and repurchase
agreements to 9,75%.

22.10 At the end of three negotiating sessions, the Government proposes
increasing civil servants’ salaries by 6,5% between now and 1 February 1993:
this will be done in four stages, on 1 November 1991, 1 February and 1 October
1992 and 1 February 1993.

Ireland (IRL)

31.10 A series of exchange control liberalization measures are announced,
with effect from January 1992. Among the restrictions being lifted, is the so
called ‘three month rule’, requiring overseas investors with banks deposits in
Ireland to hold such deposits for a minimum of three months. The measures
represent a further important step in the phased deregulation of capital
markets in advance of the 1992 deadline.

Italy (I)

None.

Luxembourg (L)
None.

Netherlands (NL)
None.

Portugal (P)

None.

United Kingdom (UK)

None.
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