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THE COMMUNITY ECONOMIC OUTLOOK : 1995-1997!

The Commission services’ Autumn 1995 forecasts in- EC economy : General outlook
clude for the first time a scenario for the year 1997, based
on the assumption of "unchanged economic policies”.
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The main features of the forecasts are as follows: i e e g_lgwfh
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e The current slowdown of economic activity in the I‘\_— e ] | ‘ 1
Community is expected to give way to a renewed ol s et | 2 R
strengthening in the course of next year, driven by B
sound fundamentals and supportive monetary and fi- £ 3
nancial conditions.

Employment*

o Quitput growth is forecast at 2.7 % this year and 2.6 % : Ay i
in 1996. The latter figure hides an acceleration of eco- e |
nomic growth during 1996 to a pace of around 3 %. A il T :
consolidation of output growth at this level is expected } :
for 1997. -1f i
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e Employment is increasing by around 0.7 % this year, i
and it is forecast to rise by around 1 % per year in 1996 12 E
and 1997. This corresponds to the net creation of 4.1 Unemployment**
million jobs over the three years. Unemployment is 10 | [ —
forecast to decline from the September 1995 level of B | ‘ 1 e
10.5 % of the labour force to around 9%> % in late 8 ‘r—‘~ ’ ‘ ‘ 1‘ ‘ |
1997. | L R P ) T |
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e Community-wide inflation is forecast to edge down to
a record-low level of 2%4 % in 1997. Inflation is ex-
pected to remain below 3 per cent per year in 11 mem- frel ) Inflation*
ber states and to decline towards that level in the re- | | —
maining 4 member states. % } | | ’_‘

| | | ] -
e The average budget deficit is estimated to decline to 24 1 1 i ‘} : ‘
4.7 % of GDP this year and, on unchanged fiscal poli- 8 ; ‘ ; | } { || §
cies, is projected to fall to just above 3 % of GDP in s S i
1997, with more than half of the forecast improvement
attributable to fiscal consolidation efforts. The deficit gy Net borrowing***
reduction is just sufficient to roughly stabilise the gov- 6] ; - €
ernment debt—to—GDP ratio in the Community at T rﬁ 1 I
some 71 per cent of GDP in 1996/97. \ l ; ‘ j ‘[ } |
i R e |

! This is a summary of the Commission Services’ Autumn 1995 Economic 0 ik Sl } | ‘1 A J 1 ‘ “ il
Forecasts, based on available data up to 15 November 1995. The Spring 91 92 93 94 95 96 97
l?()s ﬁ.»rccusls for 1995 and 1996 were published in Supplement A, N 4/5 *  Annual percentage change.
of April/May 1995. **  As a percentage of the civilian labour force.

**% As a percentage of GDP at market prices : general government.
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OVERVIEW

The Commission services' Autumn 1995 forecasts include
for the first time a scenario for the year 1997. Both the fore-
casts for 1996 and the scenario for 1997 are based on the
assumption of “unchanged economic policies”. However,
while most countries have adopted their budget laws for
1996, this is not the case for 1997. The scenario for 1997
illustrates the likely outcome, particularly in the budgetary
field, if no further policy measures were to be taken.

As regards real activity, the surprisingly strong recovery of
1994 has lost considerable momentum over the first half of
1995, The slowdown has turned out to be more pronounced
than initially expected as the “classical pause” in the re-
covery process has been exacerbated by a number of in-
terrelated forces: the shell-shock of the spring currency
turmoil, the lagged effects of the marked rise in long—term
interest rates in 1994 and a steady decline in private sector
confidence. As a result, GDP growth in the Community in
1995 has been revised down to 2.7 per cent (against 3.1 per
cent previously).

Although activity is expected to remain subdued in the clos-
ing months of this year, economic prospects for the Com-
munity remain broadly favourable. Indeed, under the com-
bined impact of healthy fundamentals, a further rebalan—
cing of the monetary/fiscal policy mix and a progressive
restoration of confidence, a revival in economic activity is
expected during 1996 and output growth should accelerate
to 3 per cent in 1997. As anticipated, the recovery will con-
tinue to be driven mainly by buovant exports and investment
in equipment. Private consumption is forecast to pick up
more gradually in line with accelerating household incom-
es, progressively bolstered by rising employment and posi-
tive, albeit moderate, real wage increases. Whereas in the
period immediately ahead, the growth outlook is sur-
rounded by important downside risks related to deteriorat-
ing confidence, thereafter the strong fundamentals could
reassert themselves more strongly than forecast, provided
that governments resolutely take the necessary fiscal con-
solidation and structural reform measures.

For the first time since 1991, the Community experienced
an increase in employment in 1995, and prospects are for
anet job creation of some 4.1 million jobs over the forecast-
ing period. The rate of unemployment is estimated to fall,
as previously forecast, to 10.7 per cent this year, dropping
slowly to around 92 per cent in late 1997, implying a drop
in the number of job—seekers of around 2.2 million between
1994 and 1997.

Inflation is expected to remain subdued in the Community
as a whole due to lower pressures on capacity, reflecting a
lower growth outlook, and continued moderation in wage
increases, reflecting increased credibility of the low—infla-
tion objective and considerable labour market slack. Infla-
tion is expected to remain below 3 per cent in all of the
eleven countries where it is currently beneath that rate and
to converge towards the 3 per cent level in the remaining
member countries.

Main features of Autumn 1995 Economic Forecasts
{Annual percentage change, unless otherwise stated)

Forecast . Scenario
86-90 91-93 94-97 1994 1995 1996 1997

Real GDP growth

EUR! 33 06 28 28 27 26 29
Germany! 34 20 26 29 21 24 3.1
France 32 0.2 2.7 2.7 2.8 2.4 2.8
Italy 30 02 28 22 32 30 29
United Kingdom 33 0.2 30 38 26 27 2.7
Inflation?
EUR! 42 47 30 32 31 30 27
Germany! 15 42 22 27 18 21 2.2
France 29 26 1.9 1.8 1.9 2.1 1.8
Italy 59 58 46 48 56 43 3.7

United Kingdom 5.0 5.2 27 24 29 30 2.6

Unemployment (%)3

EUR! 90 95 106 113 107 103 99
Germany! 59 67 81 84 83 8l 7.4
France 9.8 105 114 123 115 110 106
Italy 96 94 113 114 117 113 109

United Kingdom 9.0 9.8 86 96 85 82 8.1

General government net borrowing (% of GDP)

EUR! -37 53 43 -55 47 38 -31
Germany! -15 32 27 26 -29 28 -24
France -1.8 <41 45 -60 -50 -39 29
Ttaly -108 98 69 90 -74 -60 52
United Kingdom -1.1  -55 46 -68 -51 -37 28

Current account balance (% of GDP)

EUR! 0.1 =08 05 0.1 0.5 06 0.7
Germany! 42 10 -0 -13 -10 -10 08
France 0.3 0.2 1.3 1.1 1.3 1.3 1.3
Ttaly 06 -1.0 22 18 19 25 238
United Kingdom 3.8 25 -1.3 22 -12 -l.1 =07

International economic environment

GDPgrowthUS 28 1.8 32 41 32 23 32

GDP growth JAP 4.5 1.7 1.4 0.5 04 2.3 2.6
World imports 6.7 6.0 103 114 108 9.2 9.1
excl. EUR

Extra—EC export 6.4 37 9.1 102 92 85 8.4
market growth

' EUR and Germany including the new German Linder from 1991 onwards;
for percentage changes from 1992 onwards.

2 Deflator of private consumption.

3 Eurostat definition.

The Community—wide budget deficit is expected to fall from
4.7 per cent in 1995 (somewhat higher than forecast in the
spring) to around 3% per cent of GDP in 1996 mainly as a
result of widespread consolidation efforts. In the scenario
Sfor 1997 — based on the “no-policy—change” assumption
and therefore only taking into account such measures as
have already been adopted or clearly announced - the
budget deficit should fall to just over 3 percent of GDP. The
projected fall in the Community—wide budget deficit will
Just be sufficient to roughly stabilise the debt to GDP ratio
at 7175 per cent in 1996 and 1997.




THE COMMUNITY ECONOMY

The forecasts for 1996 and the scenario presented for 1997
are based upon the conventional assumption of ”no change
in economic policies”. This means that only policy
measures which have already been adopted or are clearly
announced in sufficient detail, especially in the budgetary
field, are incorporated in the projections. General policy
intentions, expressed in government plans or convergence
programmes, which have not yet been translated into spe-
cific actions, are not taken into account.

A clear distinction should be made between the forecasts
for 1996 and the scenario for 1997. Most countries have
adopted their budget laws for 1996, but this is not the case
for 1997. Several member countries are expected to intro-
duce additional fiscal retrenchment measures between now
and 1997 in order to respect the targets set out in their con-
vergence programmes. The conventional assumption of
“unchanged policies” does not cast doubt on the govern-
ments’ commitment to achieving the stated goals. Rather,
the difference between the projections and the convergence
programmes’ objectives for government deficits is an in-
dication of the adjustment efforts still required in each
member country for these goals to be achieved.

1. Growth slowdown in 1995

Recent developments — The surprisingly strong recovery
of the Community economy after the 1992/93 recession
has lost considerable momentum over the first half of this
year. The rate of output growth has progressively slowed
down from 3% to 4 per cent (annualized rate) throughout
most of 1994 to below 2 percent in the second quarter of
1995. The slowdown has been especially pronounced for
industrial production (graph 1).

While economic activity continued to be supported by
strong exports driven by buoyant world demand, domestic
demand within the Community countries slowed down
more than expected in the first half of 1995. In particular,
the lower output growth was due to a sharp turnaround in
the contribution from stockbuilding (table 1). Private con-
sumption and construction investment kept growing at a
modest pace while investment in equipment expanded at an
8 per cent annualised rate in the first half of 1995.

1 Some countries (Greece, Ireland, Austria, Portugal and the United
Kingdom) had not yet presented their budgets for 1996 when the
forecasts were completed and so any measures to be included in
these budgets could not be allowed for in the forecasts. For monetary
policies, "no policy change” means the continuation of the stability—
oriented course. Finally, the forecasts are based on the technical as-
sumption of unchanged exchange rates (in nominal terms amongst
ERM countries; in real terms otherwise), taking the average of the
rates prevailing in September as the starting point.

quarter/quarter p
(annualised rates)  ~ {

quarter/quarter
(annualised rates)

89 90

TABLE 1 : Recent evolution of economic activity - EUR
(Real percentage change from previous half-year at
annual rate)
1993 1994 1995
HI H2 H1 H2 H1
Private consumption -1.8 20 1.1 2.1 1.7
Gavemmzat 06 07 14 05 Ll
consumption
Gross fixed capital 97 28 42 34 50
formation
— of which equipment ~ —15.1 -5.0 42 6.8 8.5
—ofwhich construction 4.8 23 33 0.1 2.6
Change in stocks! 06 -04 1.2 12 0.7
Exports? 0.1 7.7 9.9 8.3 8.3
Imports? 17 34 97 81 5.0
GDP -1.5 152 32 35 2.8
I Contribution to change in GDP.
2 Goods and services including intra-EC trade.

The slowdown has essentially been caused by two types of
forces. The slowdown of growth was initially induced by
so—called “classical” cyclical forces, including an end to
the early—cycle boost from stockbuilding and a switch from
external to internal forces driving the recovery. Such fac-
tors also caused a short-lived growth pause during the re-
coveries of the mid—1970s and the early 1980s, roughly at
the same period of the upward phase. However, the “classi-
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cal” pause in the current recovery process has been exacer-
bated by adverse developments in financial markets. In
particular, the exchange rate turmoil in the spring of this
year — closely associated with market doubts about the re-
solve of authorities to carry out fiscal and structural adjust-
ments — led to heightened financial uncertainties, a wor-
sened growth outlook and, in depreciating countries,
higher inflationary risks. In addition, the rise in long—term
interest rates during 1994 appears to have exerted a re-
straint on economic activity, especially in construction in-
vestment.

GRAPH 2 : Survey indicators - EUR
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Industrial confidence, which by historical standards had
reached a record high level in late 1994 and early 1995, fell
markedly in the wake of the exchange rate movements in
early spring. Production expectations in industry deterio-
rated sharply from March onwards (graph 2), particularly
but not exclusively in countries whose currencies appre-
ciated at the time. The decline in industrial confidence has
continued until the latest available survey (October 1995).
Confidence in the construction sector, which had revived
somewhat during 1994, has steadily declined since the end
of last year, partly reflecting the impact of the rise in long—
term interest rates in 1994. Consumer confidence has been
comparatively resilient but also here a certain weakening
has taken place. Initially, there was a negative impact on
consumer confidence in depreciating countries as con-
sumers anticipated risks of higher inflation and interest
rates. More recently, this trend has reversed, but consumer
confidence has deteriorated in several appreciating coun-

tries refiecting a more pessimistic assessment of the gen-
eral outlook for the economy.

In line with the lower output growth in the Community, the
rate of improvement in the labour market has tapered off.
The unemployment rate — which peaked at 11.4 per cent of
the labour force in spring 1994 before starting to decline
gradually — remained unchanged at 10.5 per cent in the
three months to September 1995. On a more positive note,
the acceleration in inflationary pressures during the spring
of this year has subsequently abated, partly in response to
the growth stowdown. Consumer price inflation fell back
over the summer to a level of 3.1 per cent (over 12 months)
in July 1993 and remained at this level in August and Sep-
tember.

Following the abrupt and sizeable currency movements in
March/April 1995, a partial reversal of exchange rates took
place over the summer. The DM, which appreciated by 6
per cent in effective terms between December and April
1995, fell back by around 2%2 per cent by September 19951,
Similar movements were recorded for countries whose cur-
rencies are closely linked to the DM. The Italian Lira,
which dropped by around 13 per cent in trade—weighted
terms between December 1994 and April 1995, subse-
quently recovered most of the lost ground, and by Sep-
tember the level was some 3% per cent below December
1994 (table 2). Thereafter, renewed weakening of the dol-
lar, coupled with economic and political factors in some
member countries, led to exchange rate instability in early
autumn, but by early November markets appeared to have
calmed down again.

TABLE 2 : Recent exchange rate developments
(Nominal effective exchange rates;
Index August 1992 = 100)
1993 1994 1995
Dec. Dec. April  Sept.  Oct.  Nov.
Germany 100.8 103.1 1093 106.6 108.3 J08.1
France 100.9 102.4 1063 1057 1059 107.2
ITtaly 75.1 72.7 632 702 692 696
United Kingdom 88.7 87.1 83.1 835 831 824

Changes in officially controlled short—term interest rates
across the Community have to some extent mirrored the
shifts in exchange rates in the spring. In Germany, the dis-
count rate was lowered in March and August 1995 in re-
sponse to sub—target money supply growth and abating
inflationary pressures (aided by the dampening impact of
the strong DM). For the Community as a whole, short—
term interest rates increased during the currency turbulence
in March/April as a number of countries raised rates to de-
fend their currencies or to fight off inflationary conse-
quences of depreciation, but the average interest rate subse-
quently fell back to a level below that prevailing in late
1994 (table 3). Long—term interest rates, which increased

L' The average of the exchange rates prevailing in September 1995

constitutes the starting point for the technical assumption of un-
changed exchange rates (in nominal terms among ERM countries; in
real terms otherwise) underlying the forecast.
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TABLE 3 : Recent interest rate developments
- 1993 1994 1995
Dec.  Dec.  April Sept. Oct. Nov.!
Short-term interest rates
Germany 6.1 52 46 4.1 4.0 39
France 6.5 5.9 78 60 69 54
Italy 8.6 9.0 10.8 103 10.6 105
United Kingdom 53 6.4 67 67 6.7 6.6
EURIS 6.9 6.6 7.1 64 6.6 6.2
Long-term interest rates
Germany 55 7.3 6.8 6.1 6.1 5.6
France 5.8 8.3 77 72 74 6.7
Italy 9.2 11.8 128 112 115 11.1
United Kingdom 6.3 8.6 84 8.1 8.3 7.4
EURIS 6.8 9.0 8.8 8.0 8.0 b
1 Latest available daily rates (29 November), except monthly average for
EURIS5 and for long—term rates in Italy.

sharply during 1994, came down again by more than 100
basis points to alevel of below 8 per cent in the Community
on average in November.

Downgrading of output growth in 1995 — The decline in
business and consumer confidence as well as recent
months’ economic indicators point to a rather weak growth
picture in the second half of 1995. As a result, Community
output growth in 1995 has been revised down to 2.7 per
cent from 3.1 per cent in the spring essentially reflecting a
scaling down of investment (particularly in construction)
and a slight downward revision for private consumption.
The expansion of internal demand has been revised down
from 2.9 per cent to 2.3 per cent, which is partly off—set by
less buoyant import growth, whereas the estimate for ex-
port growth has remained broadly unchanged.

The forecast for output growth has had to be revised down
for most member countries, but the most significant down-
scaling has taken place for countries whose currencies ap-
preciated in early 1995. In Germany, the rate of expansion
isnow expected to be only slightly above 2 per cent (against
3 per cent in the spring forecast). For most other countries,
the downward revision is in the range of %4 to /2 percentage
points, although the forecasts for Denmark, Greece, Spain
and Italy have remained broadly unchanged and growth in
Sweden has been revised up by 1 percentage point thanks to
buoyant exports.

2. Healthy fundamentals and positive growth
forces should lead to pick—up in 1996

Main forces shaping activity — Notwithstanding the
growth moderation in 1995, the main forces determining
the growth outlook for the European economy remain
broadly favourable (graph 3):

e Healthy supply—side fundamentals — Capital profitabili-
ty remains strong on average and is almost back at the
level prevailing in the 1960’s: if the latter is set to an in-
dex of 100, investment profitability now stands at an in-

dex of 96 (for EUR15 in 1995) compared to an index of
85 on average over the period 1986-90. Furthermore,
area—wide inflation is low, matching the best perfor-
mance of the 1960’s, and wage pressures appear to be
relatively moderate. Thus, much better supply side fun-
damentals are in place to accommodate a renewed pick—
up in demand.

International environment remains favourable — Al-
though the pace of world trade outside the Community
has slowed down somewhat from recent years’ double—
digit rates, it is expected to continue to expand at a
healthy pace in 1996/97. World trade is underpinned by
sustained growth in the US economy continued high
growth in emerging market economies in Central and
Eastern Europe as well as in South East Asia (see section
on the Community’s external environment) and fast—ris-
ing Japanese imports in response to the strong Yen as
well as recent market—opening measures.

Supportive monetary and financial conditions — For the
Community as a whole, the reduction in short—term in-
terest rates since spring and the considerable fall in
long—term interest rates since the beginning of this year
imply that monetary and financial conditions are, on av-
erage, quite favourable to a re—acceleration of demand.
In Germany, where the output gap is forecast to be re-
duced rather slowly and price as well as wage increases
are expected to remain modest over the forecasting hori-
zon, short—term interest rates are assumed to fall slightly
further until early next year and remain broadly un-
changed thereafter In countries whose currencies have
traditionally followed the DM, short rates are assumed
to stay close to and/or converge towards German rates.
Provided that inflationary pressures remain under con-
trol and fiscal consolidation plans are strictly adhered to,
short rates are likely to come down also in countries
whose currencies depreciated in early 1995. Long—term
interest rates are assumed to follow a path consistent
with that of short—term rates. Thus, the interest rate set-
ting should continue to be moderately supportive of a
pick—up in interest—sensitive demand in 1996/97.

For these healthy fundamentals and positive growth forces
to re—assert themselves and bring about a restoration of
confidence, it is essential that the steady progress made
since 1993 in rebalancing the monetary/fiscal policy mix in
the Community is continued and, in some cases, rein-
forced. This process was characterised by annual reduc-
tions in the cyclically—adjusted budget deficits of about
half a percentage point of GDP in the Community on aver-
age and a progressive but significant easing of monetary
conditions. The assumption underlying the forecasts of
supportive monetary and financial conditions as well as
currency stability is critically dependant upon further, de-
termined progress towards sounder public finances. As
amply shown by events over the recent past, credible fiscal
consolidation efforts are a prerequisite for exchange rate
stability, for less restrictive stability—oriented monetary
policies and for reductions in interest rate differentials rela-
tive to Germany. Particularly in countries with high fiscal
deficits, large public debts or significant interest rate premia,




GRAPH 3 : Main forces shaping activity
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the net impact of credible fiscal retrenchment on output
growth is likely to be positive over the forecasting horizon.

In addition, the partial reversal of the spring exchange rate
overshooting — which had threatened the growth engines of
the present recovery — has improved conditions for more
balanced growth and inflation developments across the
Community. Nevertheless, in appreciating countries the
negative effects on exports and investment of the still size-
able deterioration in competitive positions and the
squeezed profit margins in export sectors will extend into
the first half of 1996.

The growth outlook ~ On balance, the combined impact of
the strong fundamentals and positive growth forces is ex-
pected to spur renewed healthy growth during 1996. For
the year as a whole, output growth should reach 2.6 per cent
(down by about a ¥4 of a percentage point on the Spring
forecast), but this average figure masks an acceleration

Investment profitability, EUR
(niet return on net capital stock)
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from a moderate pace in the beginning of the year to a rate
of around 3 per cent during the year.

The nature of the recovery process remains in line with
what has been expected in the Commission’s previous fore-
casts. Strong exports continue to underpin the expansion
but the recovery will increasingly be driven by rising in-
vestment. Private consumption is expected to pick up more
gradually. This should not give cause for concern; in fact it
is a sign of the sound basis of the recovery that private con-
sumption is expected to grow at a rate sufficient to support
new investment while notleading to excessive pressures on
available production capacities.

Exports should benefit from the expected buoyancy of
extra-EC markets as well as continued growth in intra-EC
trade, supported by further economic integration within the
Single Market. While the export performance of the Com-
munity has continued to benetit this year from the large im~




TABLE 4 : Composition of growth - EUR

93 94 '95 96 97

Real annual percentage change

Private consumption 03 16 19 220 23
Government consumption 12 10 10, &1 12
Gross fixed capital formation -66 25 45 44| 51

— of which : Equipment -106 26 80 74| 68

— of which : Construction -34 24 19 22 : 3.7
Exports of goods and services! 17 88 173 63| 62
Imports of goods and services! 26 78 60 58 54
GDP 06 28 27 26 29

Contribution to changes in GDP

Domestic demand (excl. stocks) -14 1.6 22 24| 27
— of which : GFCF -14 05 09 09 1.1
Stocks -07 09 01 00| 00
Foreign balance 15 03 04 02| 02
' Including intra—EC trade.
GRAPH 4a : Investment in equipment and its main
determinants - EUR
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GRAPH 4b : Investment in construction and its main
determinants - EUR
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provement in competitiveness between 1992 and 1994, the
impact of the subsequent appreciation of the Community
currencies will gradually be felt and the previous market
share gains are expected to be partly unwound in the next
two years. All in all, exports of the Community (to intra—
and extra—EC destinations) are expected to decelerate from
8 per cent this year to around 6% per cent in 1996.

Investment in equipment, which has already responded
quite sharply to the pick—up in the economy, is supported
by relatively high capacity utilisation rates in manufactur-
ing industries, prospects for sustained growth of final de-
mand, strong investment profitability and rather low in-
terest rates in the Community as a whole. The growth of
equipment investment is expected to continue at a buoyant
pace, decelerating only slightly from a rate of 8 per cent this
year to 7% percent in 1996.

Investment in construction, however, may pick up only
modestly over the forecasting horizon due to a scaling back
of public works and the withdrawal of government stimuli
to construction which had been introduced in several coun-
tries during the period of economic slowdown. The fall in
long—term interest rates during 1995 as well as rising in-
comes and growing investment needs should nevertheless
support some recovery in private construction investment.
The growth of total construction investment is expected to
accelerate moderately to 2 per cent next year.

Private consumption is forecast to pick up gradually in line
with accelerating real disposable income, bolstered by ris-
ing employment and positive, albeit moderate, real wage
increases. Given the relatively cautious mood among con-
sumers, the household saving ratio is expected to edge
down only slightly, and consumption expenditures are
forecast to rise by 2% per cent next year.

GRAPH 5 : Private consumption and its determinants - EUR
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3. Growth divergence expected to gradually subside

Following the tendency towards rising growth divergence
among member countries this year, inter alia reflecting the
impact of exchange rate movements, a gradual conver-
gence in growth performances is foreseen over the fore-
casting horizon. Next year, economic growth is expected to
be relatively moderate at around 2% percent for most of the
countries whose currencies strengthened in 1995, but this
masks a certain acceleration during the year 1996. Con-




versely, as the export boost wanes, output growth is ex-
pected to record no further acceleration in most of the coun-
tries whose currencies depreciated in 1995.

In Germany, the negative impact of the DM appreciation
since the summer of 1994 has come through earlier than ex-
pected via a deceleration in stockbuilding, weaker than
anticipated investment and decelerating exports. Confi-
dence indicators have fallen sharply since March 1995 and
leading indicators point to very weak activity in the second
half of this year, especially due to lower export growth and
a decline in construction investment. The growth pause
should be overcome in early 1996 in response to a relative-
ly favourable monetary and fiscal policy setting. Private
consumption is expected to grow quite strongly next year,
boosted by tax cuts, a rebound in consumer sentiment and
growing employment. Improving domestic demand pros-
pects in combination with relatively high capacity utilisa-
tion and a progressive restoration of profit margins in the
export sector (which suffered in 1995 from the combina-
tion of DM appreciation and relatively high wage in-
creases) should lead to an acceleration in investment in
equipment. However, construction is set to remain weak
owing to lower public sector investment and a downturn in
residential construction, which will only gradually be rev-
ersed in response fo the easing of long—term interest rates.
Overall, growth is expected to accelerate from just above 2
percent this year to 2! percent next year.

TABLE 5: Contributions to real GDP growth
(Per cent of real GDP in the preceding year)
Forecast . Scenario
93 94 95 796 97
Germany
Domestic demand, excl. stocks  —1.1 1.7 1.9 23 3.0
—of which GFCF -3 09 05 04 1.1
Stockbuilding 02 1.t 00 01 0.0
Net foreign balance 01 ot 01 =01 0.1
Real GDP growth -2 29 21 24 34
France
Domestic demand, excl. stocks 0.5 14 24 23 27
~ of which GFCF -13 02 06 07 0.9
Stockbuilding —-1.8 1.6 0.l 01 0.1
Net foreign balance 08 02 04 01 -0I
Real GDP growth -5 27 28 24 ‘ 2.8
Italy
Domestic demand, excl. stocks -5.0 0.6 17 20 21
— of which GFCF -28 00 10 10 0.8
Stockbuilding -4 08 02 01 0.0
Net foreign balance 50 08 13 09 07
Real GDP growth -2 22 32 30 29
United Kingdom

Domestic demand, excl. stocks 18 30 19 25 22
—of which GFCF 01 06 05 10 08
Stockbuilding 03 04 01 -02 0.0
Net foreign balance 0.1 04 06 04 05
Real GDP growth 20 38 26 27 2.7

In France, growth in the first half of 1995 has been sus-
tained by a strong contribution from the external side,
owing not least to well performing exports. However, busi-
ness and consumer sentiment has declined markedly dur-
ing the year and combined with the impact of the appreci-
ation of the French Franc, economic growth is expected to
be relatively subdued in the second half of this year. Yet,
investment in equipment is expected to continue growing
at arelatively strong pace given the continued large needs
to renew equipment and enhance productivity. The re-
straining impact on investment of relatively high (but de-
clining) real interest rates is alleviated somewhat by the
strong financial position of the business sector. Private
consumption is likely to continue to grow at a moderate
pace next year as the planned fiscal consolidation measures
will exert a drag on the rise in disposable income which is
only partly compensated by a fall in the saving ratio. With
no further positive contribution from the external side,
growth may decelerate slightly from 2% percent this year
to around 2% percent next year.

In Italy, the renewed fall in the Lira exchange rate in the
Spring of this year in combination with further policy
tightening has deepened the rift between the booming ex-
ternal sector and a very subdued domestic economy. The
Lira’s drop to an excessively low level led to a marked ac-
celeration in exports in the first half of this year (20 percent
annualised growth rate on the previous half—year). Export
market gains will inevitably fade but should remain notice-
able next year. Buoyant investment in equipment has
helped capacity in the export sector keep apace this year
and it 1s expected to expand significantly also in 1996. In
stark contrast, consumption has remained subdued in the
first half of 1995 in response to increased uncertainty, ris-
ing inflation, tax increases and lower real wages. Unless
there 1s a significant reduction in financial and other uncer-
tainties, the continued need for fiscal tightening will bear
down on the growth of private consumption. At present,
consumption expenditures are foreseen to remain subdued
and accelerate only moderately in response to higher em-
ployment and a small improvement in real wages in 1996,
This acceleration to some extent makes up for the lower
contribution from exports and equipment investment, and
GDP growth is expected to slow down only very little from
3V4 percent this year to 3 percent in 1996.

The United Kingdom appears to have succeeded in achiev-
ing a soft "landing” after last year’s high growth rate of just
under 4 percent. The key to this success has been a pre—
emptive tightening of monetary policy combined with fis-
cal consolidation and moderate wage increases. However,
the slowdown in growth this year appears to be slightly
more pronounced than anticipated. In the first half of the
year, exports were surprisingly weak (partly due to a level-
ling off of oil exports), but in the wake of the depreciation
of Pound Sterling and continued strong market growth, ex-
ports are expected to recover and grow at a healthy pace in
1996. Investment growth was also disappointingly low in
the first half of 1995, but given the improved competitive
position, strong company profits and prospects for sus-
tained demand growth, investment in equipment is ex-
pected to expand more rapidly into next year. Investmentin




construction, however, is restrained by continued weak-
ness in the housing market and by cuts in public invest-
ment. Private consumption is expected to continue grow-
ing at a steady pace as employment increases and real
wages grow moderately, while fiscal tightening in 1995
and 1996 is partly off—set by small declines in the house-
hold savings ratio. GDP growth is expected to continue ata
steady pace of 2% to 2% per cent per year throughout the
forecasting period.

In Belgium, Denmark, the Netherlands and Austria, the
pace of economic activity is restrained this year by the
negative impact on exports of the appreciation of their cur-
rencies. For Austria, this is partly compensated by the
strong expansion of trade with east European countries,
while in the Netherlands, overall growth is sustained by
large government construction investment. In Denmark
the expansion of domestic demand should slow to a more
sustainable rate following recent years’ strong pace,
whereas in Belgium, economic activity continues to be re-
strained by very subdued private consumption. Next year,
output growth in all of these countries is expected to con-
verge on the 22 per cent growth rates also expected in Ger-
many and France. Output growth is expected to decelerate
in 1996 in Sweden as the export boost wears off, while the
rebound in private consumption may be restrained by
higher taxes. The same applies to Finland although econ-
omic activity is expected to remain very buoyant aided by a
strong recovery of investment from a very low level. In
Spain, an acceleration of domestic demand should com-
pensate for lower export growth and the expansion of econ-
omic activity is expected to be steady next year, while
growth should be on an upward trend in Portugal. In
Greece, economic activity is expected to accelerate moder-
ately as the economy is influenced by planned fiscal conso-
lidation and an expected real appreciation of the Drachma.
Ireland remains the Community’s front—runner in terms of
economic growth, although the expansion is likely to pro-
ceed at a slightly less buoyant pace than this year.

4. Moderate improvement in the labour market

per cent in 1995 and by close to 1 per cent in 1996, corre-
sponding to the net creation of 2.4 million jobs over the two
years. The rise inemployment is aided by wage restraint, as
the growth of real wages is expected to be more than 1 per-
centage point below productivity growth in 1995, even
though this differential may decline to % of a percentage
point in 1996.

This year, the most visible gains in employment are ex-
pected to be made in Denmark, Spain, Ireland, Finland and
to a lesser extent Sweden, reflecting the strength of recov-
ery in these countries aided in some cases by improvement
in the functioning of the labour market. In contrast, em-
ployment is expected to fall or remain stagnant in 1995 in
Belgium, Germany, Italy, Austria and Portugal. However,
these differences are expected to subside as growth rates
converge and employment should rise in all fifteen member
countries in 1996.

Better job prospects are expected to induce a return to the
labour market of discouraged workers and a higher en-
trance of new job seekers which will lead to renewed
growth in the labour force in 1995-96. However, given the

GRAPH 6 : Unemployment rates
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The outlook for a gradual firming of economic activity in ‘ UK
1996 engenders the prospect of a continued, moderate, im- 8 =
provement in the labour market situation. Employment in
the Commu.mty, which had fallen by more than 6.m1111.on T e e e s e
over the period 1992-94, responded to the pick—up in activ- 1993 1994 ‘ 1995
it}f with a lag of around one year and started rising as of Beics s Bt
mid-1994. Employment is expected to rise by about % of a
TABLE 6 : Labour market outlook - EUR
(Annual percentage change, unless otherwise specified)
- 7 B 7 7 Forecast | Scenario
61-73 74-85 86-90 91-93 94-97 1994 1995 1996 1997
Population of working age (15-64 years) 0.6 0.8 0.4 0.4 0.3 0.3 0.3 03 03
Labour force 0.4 0.7 0.9 -0.1 0.4 0.2 0.2 0.5 0.6
Employment 0.3 0.0 1.3 -1.1 0.6 -0.4 0.7 0.9 1.1
Unemployment rate (%)! 23 6.4 9.0 9.5 10.6 11.3 10.7 10.3 9.9
Labour productivity, whole economy 4.4 20 1.9 1.7 2.2 3.1 20 17 | 18

1 Eurostat definition.
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ment is expected to subside only gradually and the growth
of the labour force should remajn somewhat below the
level registered during the boom years 1986-90.
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In these circumstances, the unemployment rate s expected

to decline by around 14 ofa bercentage point both this year ) Ratio of actual to potential GDp,

and next, but it wij] remain high at just above 10Y per cent
in 1996. Over the two years 199596, the reduction in the
number of unemployed amounts (o some 1.6 million per-
sons. Over this period, the jobless rate is expected to fa]] in
all member countries eXxcept Austria, Greece and Luxem-
bourg where it remains roughly unchanged. Unemploy-
ment is expected to decline more rapidly than the Com.- 2  Gebegepa
Greece

GRAPH 9 - Countries where inflation is forecast to exceed
3 percent in 1997

5. Further Progress expected in inflation conver-
gence towards low leve]

Portugal

Afteraslight up—tick during the first half of 1995, the ayer- 12
age rate of inflation in the Community (private consump-
tion deflator) is expected to edge down further to 3 per cent
next year. The benign outlook for inflation reflects the in-
fluence of two main factors. First, the expected growth of
activity will result jn 4 rather slow harrowing of the output
gap in the Community and the projected robust growth of

Spain

investment should lead to a sufficient €xpansion of produc- g .

tive capacities fo avoid inflationary pressures arising in ! R

manufacturing industries,. Secondly, given the increased 2 - 3 % Inflation

credibility of the objective of Jow inflation, wage inflation ‘

is expected to remain below 4 per cent and the growth of 0 T [T S
90 91 92 93 94 95

unit labour costs should remain subdued. [n addition to
these two factors, raw materials prices — which decelerated
In the first half of 1995 — are expected to remain subdued.
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TABLE 7 : Inflation outlook - EUR
(Annual percentage change)

Scenario

Forecast
093 "94 95 96 97
Private consumption deflator 40 32 31 3.0 27
GDP deflator 37T 27 29 29 2.7
Compensation per employee 41 33 "3 "o 39
Unit labour costs 27T 02 4% 22 1.9
Import prices of goods! 2§ 23 33 25| 26

1

Including intra—EC imports.

Inflation is expected to remain low or to decline in all
member countries. In those 11 member states where the
rate of inflation is already below 3 per cent, it will stay
below that level in the years to come. In the remaining 4
member states, inflation will gradually decline towards
that level. Spain and Italy experienced an acceleration in
consumer prices over the first half of 1995, but recently
inflation has been falling in Spain and it appears to have
stabilised in Italy albeit at a high level. Inflation is forecast
to decelerate considerably to a range of 3% to 44 per cent
next year in Portugal, Spain and Italy. In Greece, the as-
sumed real appreciation of the Drachma and fiscal tighten-
ing should help bring down inflation, but it could still re-
main high at almost 8 per cent next year.

6. Continued moderate reductions in budget deficits

General government net borrowing in the Community as a
whole, which peaked at 6.3 percent of GDP in 1993, is ex-
pected to fall to 4.7 per cent of GDP in 1995. The improve-
ment has been the result of a combination of improved
cyclical conditions, lower interest rates on government
debt and discretionary fiscal measures aimed at cutting
deficits. Of the budgetary adjustment between 1993 and
1995, almost half is due to the operation of the cycle (the
automatic stabilisers contributed 0.7 percentage points of
the 1.6 percent improvement), with the remainder emanat-
ing from a reduction in the structural deficit. The primary
deficit, i.e. government borrowing excluding interest pay-
ments, has swung from a deficit of 0.8 percent of GDP in
1993 to a surplus of a similar size in the present year. The
necessity to maintain primary surpluses is the inevitable
legacy of insufficient fiscal discipline over the previous
two decades which has caused the build—up of large public
debts and a heavy burden of annual interest payments,
thereby crowding out other, more productive, government
expenditure.

GRAPH 10 : Fiscal policy - EUR
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The government deficit is expected to fall further to 3%
percent of GDP in 1996 mainly as a result of widespread
fiscal consolidation efforts. In continuation of the trend
which has been observed since 1993, government revenues
are expected to rise in line with the growth of economic ac-
tivity, implying an unchanged fiscal pressure as a share of
GDP. The share of public expenditure in GDP, which
peaked at around 52%: per cent of GDP in 1993, should be
reduced somewhat further to 50 per cent of GDP in 1996.
Despite the reduction since 1993, this level remains high by
historical and international comparisons.

A reduction in public deficits is projected to take place in all
member countries next year, reflecting the general recogni-
tion of the need to cut budget deficits and to prevent any
slippage from the announced consolidation paths. Several
countries have taken courageous efforts in this regard in the
recent past: the reduction in the cyclically adjusted deficit
in 1996 is expected to exceed, or be of the order of, 1 per-
centage point of GDP in Belgium, Greece, Spain, France,
Italy, Finland, Sweden and the United Kingdom.

TABLE 8 : General government budgetary position - EUR

1 As estimated by the Commission services.

(Percent of GDP)

1989 1990 1991
Current receipts 448 447 45.1
Expenditure 472 482 49.5
Actual balance -2.4 -3.6 43
Primary balance 2.2 1.2 0.5
Cyclically—adjusted deficit! -3.7 52 54
Gross debt 62.2 58.7 56.0

Forecast Scenario

1992 1993 1994 1995 199 1997
45.6 46.2 459 46.2 46.2 | 46.0

50.7 52.5 514 50.9 50.0 | 49.1

5.1 -6.3 =55 4.7 -3.8 | -3.1

0.2 -0.8 -0.2 0.7 16 | 23

-54 -5.1 —4.6 —4.2 -34 | -3.0

60.3 66.2 68.1 71.0 71.6 71.3 }
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In 1996, the government budget deficit is expected to be
below 3 per cent of GDP in six member countries (Den-
mark, Germany, Ireland, Luxembourg, the Netherlands
and Finland), and only fractionally above the reference
value in Belgium.

The budget deficit reduction is not sufficient to prevent a
further increase in the government debt to GDP ratio for the
Community as a whole in 1996. The debt ratio, which
jumped from around 68 percent of GDP last year to around
71 percent of GDP this year (partly as a result of the take—
over by the German government of the accumulated debt of
the Treuhandanstalt), is expected to rise further to 71 Y2 per-
cent of GDP in 1996.

The level of government debt is expected to be below 60
percent of GDP in four countries in 1996 (Luxembourg, the
United Kingdom, France and Germany where it might ap-
proach 60 per cent). Between the recession year 1993 and
1996, the ratio of government debt to GDP is projected to
fall by 16 percentage points of GDP in Ireland, 8 percen-

e

tage points in Denmark, 5 percentage points in Belgium
and somewhat less in the Netherlands. InItaly, the govern-
ment debt ratio 1s expected to decline moderately for the
second year running in 1996, but in the remainder of the
member states the government debt ratio is expected to re-
main unchanged or in some cases to increase in 1996.

7. Sustained improvement in external balances

The Community’s current account balance, which swung
into surplus in 1994, is expected to improve again this year
mainly as aresult of continued strong international demand
combined with a lower pace of Community imports fol-
lowing the moderation of domestic demand in member
countries this year. The current account surplus is expected
to exceed 2 of a percent of Community GDP this year and
it should increase slightly further to %4 of a percent of GDP
in 1996. Again, the improvement is mainly due to a grow-
ing trade surplus (national accounts basis). Healthy export
growth to third countries is expected to continue to slightly
outpace the growth of Community imports in 1996, while
the terms of trade are expected to be roughly unchanged.

TABLE 9 : External balance - EUR
(Percent of GDP)
Forecast Scenario

‘93 94 95 96 97
Trade balance (fob/tob) 1.0 1.3 1.7 1.8 2.
Services balance 0.3 0.3 0.3 0.2 0.2
Factor income and transfers -3 ~1t2 -t5 -15 -15
Current account balance 00 03 05 0.6 0.7

8. Scenario for 1997 based on unchanged policies

The forecast scenario developed for 1997 on the basis of
“unchanged economic policies” is essentially an extrapola-
tion of expected trends in 1996. As aresult of the continued
positive forces acting upon the economy, activity is as-
sumed to expand at a rate of around 3 per cent throughout
the year. Output growth will continue to be driven mainly
by strong investment in equipment, supported by healthy
exports and a modest turther acceleration in private con-
sumption.

Against this background, employment in the Community is
forecast to expand by more than | per cent in 1997 (corre-
sponding to 1.7 million jobs), resulting in a further reduc-
tion in unemployment to around 9% per cent of the labour
force in 1997. The number of unemployed thus falls by a
further 0.6 million.

In this scenario, wage increases are expected to remain low
and roughly in line with the objective of low inflation. In
addition, the expansion of productive capacity is expected
to keep pace with the increase in demand. Thus, inflation is
projected to remain Jow and could edge down to a histori-
cally low level of 2% per cent in 1997. Inflation conver-
gence should make further progress as the rate of price in-
creases 1s expected to fall to arange of 3% to 3% per cent in
Portugal, Spain and Italy and to some 7 per cent in Greece.
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The budget projections for 1997 illustrate the conse-
quences for public finances in the absence of further discre-
tionary fiscal consolidation measures. However, certain of
the measures which have already been decided will pro-
duce lasting effects, and since the cyclical position is fur-
thermore expected to improve, the government deficit is
projected to fall further to just above 3 percent of GDP in
1997 for the Community as a whole.

The number of countries whose deficit would be below 3
percent of GDP would rise to eight with the addition of
France and the United Kingdom to this group. For the re-
maining seven member states, the extent to which their
deficit exceeds the reference value provides a measure of
the additional efforts needed. On current projections, the
additional effort required in order to reduce the deficit to
below 3 percent of GDP is expected to be of the order of a />
percentage point of GDP or less in Sweden, Belgium and
Spain. In order to achieve the objectives set out in their
convergence programmes, larger efforts would be required
in Portugal, Austria, Italy and Greece.

On unchanged policies, the government debt ratio in the
Community would decline slightly in 1997 to around 71%
percent of GDP. The debt—to—GDP ratio would decline in
almost all member countries, but to varying degrees, in part
reflecting the differences in the level of public debt. How-
ever, in Austria, the government debt could rise to 72 per
cent of GDP in the absence of further fiscal consolidation
measures, while in France, the debt ratio might increase,
but it would stay well below 60 percent of GDP.

9. Risks and uncertainties characterising the eco-
nomic outlook

Given the continued worsening of economic sentiment
across the Community in recent months, the downside risks
to the forecast for the remainder of 1995 and for early 1996
appear to have risen considerably. These risks are mainly
domestic in origin, although the uncertainties surrounding
the external environment cannot be neglected. Conversely,
the chances of a better—than—expected outcome in 1997 ap-
pear favourable in view of the current, healthy funda-
mentals of the European economy.

Self-reinforcing loss of confidence — In the period immedi-
ately ahead, an important downside risk is that economic
agents may stick to their current wait-and—see attitude in
response to uncertain growth and employment prospects
and uncertainties about the necessary fiscal and structural
adjustments. This could generate a self-reinforcing spiral
of weak sentiment and scaling—back of spending and hiring
decisions. If this risk materialises, the slowdown could be
more severe and possibly more protracted than currently
anticipated.

Credibility of budgetary policies — There is a certain
danger that the current growth moderation could lead to
pressures to relax the necessary budgetary and structural
reform efforts. However, any uncertainty about the resolve
and ability of governments to implement fiscal consolida-

tion plans, and about the details of measures to be taken,
would continue to undermine private sector confidence and
would increase the risk of renewed turbulence in foreign
exchange and financial markets. As amply demonstrated
by the events of September 1992 and March/April 1995,
currency turmoil may have an immediate and pronounced
negative impact on the expansion of real activity. There-
fore, any attempt to scale back fiscal adjustments would
most likely produce perverse effects.

Less favourable international environment — The current
state of the Community economy has raised its exposure to
adverse developments in the international economy. The
present forecast is elaborated on the basis of a US—dollar
exchange rate vis—a—vis the DM which is low by historical
standards, but given recent volatility the risks to the US—
dollar exchange rate assumption appear to be evenly bal-
anced. More importantly, the assessment of slowing, but
still buoyant, world demand growth could turn out to be ov-
erly optimistic, particularly if the US economy were unex-
pectedly to slow down markedly over the forecast horizon.

Healthy fundamentals could lead to a stronger rebound —
On the other hand, if governments resolutely take the
necessary decisions to meet stated commitments and to
achieve and maintain a sound and stable macroeconomic
environment, this is likely to boost business and consumer
confidence, to dispel doubts about the EMU process and to
lead to a lowering of interest rates due to a reduction in risk
premia. If such a favourable climate emerges, the strong
fundamentals are likely to reassert themselves, leading,
through a virtuous circle of improved confidence and
higher business spending, to a better growth outlook, es-
pecially in 1997.

THE COMMUNITY’S EXTERNAL
ENVIRONMENT

1. World trade: strong expansion likely to abate
gradually

The outlook for output growth in OECD—countries outside
the Community in 1995-96 has been revised moderately
downwards since the Spring forecasts, essentially due to
lower—than—expected growth in Japan this year. However,
with no signs of inflationary tensions and in the absence of
major constraints on capacity, economic activity in indus-
trialised countries outside the Community is expected to
reaccelerate from this year’s 2 per cent to around 22 and 3
percentin 1996 and 1997, respectively. Economic activity
in non—OECD countries, which performed as expected this
year with an average GDP—growth of around 5 per cent, is
likewise expected to be moderately higher in 1996-97.
Strong output growth is expected to continue in Asia, Latin
America and Eastern Europe while the economic situation
is expected to improve considerably in the former Soviet
Union.




———seeee

— 14—

TABLE 10 :International economic environment
(Real annual percentage change)

Forecast Scenario

Weights 793 94 95 "96 97

World output 0o 22 36 34 39 4.4
EUR 235 06 28 27 2.6 2.9
World excl. EUR 76.5 30 38 36 44 4.8
- USA 212 34 4] 3.1 2.3 32
— Japan 84 02 05 04 24 29
- CCEE! + FSU2 52 84 74 43 40 4.8
- DAEg3 48 68 79 79 714 7.3
MM imports excl. 619 101 114 108 92 0.l
- USA 166 119 150 123 77 7.0
— Japan 59 7.0 133 1t4 105 126
- CCEE! + FSU2 34 46 70 73 9.0 8.5
— DAEs* 135 134 158 144 124 1.7
Extra-EC export market 68 102 92 85 8.4
growth :

b Countries from Central and Eastern Europe (including the
Baltic States);
Former Soviet Union (excluding the Baltic States);

2
3 Dynamic Asian Economies:
4

Goods only.

Despite increasing output growth in OECD as well as non—
OECD countries, import growth is forecast to decelerate in
both regions in 1996-97. The exceptionally high elasticity
of imports with respect to GDP-growth observed in recent
years cannot be expected to continue, in part because of the
expected less strong growth contributions from import—
intensive demand components such as stockbuilding and
investment in equipment. Thus, the brisk expansion of im-
ports in non-EC countries in 1993-95 is expected to loose
some momentum in 1996-97, but still remain high by his-
torical standards. Imports in OECD-countries outside the
EC appear to be slowing down as expected to around 10 per
cent in 1995, and they are forecast to decelerate further to

GRAPH [2 : US import growth and domestic demand
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around 72 per cent in 1996-97. In contrast, the increase in
imports in non—OECD countries 18 continuing unabated
this year (around 11%: percent) and is expected to cool off
only slightly to around 10 per cent per year in 1996-97.

Overall, the growth of extra-EC export markets (i.e. the
import growth in non-EC countries weighted with their
share in the Community's extra—EC exports) appears to be
moderating somewhat this year compared to last year's
two—digit pace, and is expected to decelerate slightly
further but remain vigorous at around 82 per cent per year
in 1996-97.

2. United States: soft landing followed by gentle
rebound

In the United States, it appears that the authorities have suc-
ceeded in engineering a soft landing. Owing to the more
restrictive stance of monetary policies, lower stockbuild-
ing, decelerating residential construction and the dampen-
ing effects of the Mexican Peso crisis, the US economy has
slowed down since early 1995, and it is expected to experi-
ence moderate, sub—potential, growth until mid-1996.
However, activity is expected to rebound gently thereafter.
After a pause, business investment is expected to regain
momentum in 1997 due to ongoing structural changes,
prospects for sustained growth of internal and external de-
mand as well as good profitability. Private consumption
should accelerate as higher incomes resulting from rising
employment and real wages are enhanced by expected tax
cuts. Netexports are likely to improve in accordance with
the normalisation of trade flows with Mexico. As activity
reaccelerates, unemployment may fall back below 6 per
cent of the labour force in 1997, but inflationary pressures
should remain under control thanks to the expansion of pro-
ductive capacities, modest import price inflation and the
continued moderate evolution of unit labour costs, possibly
aided by an increased flexibility in the labour market.

3. Japan: delayed recovery

In Japan, the lacklustre and hesitant recovery which was
under way in 1994 was dealt a severe blow by the renewed
strong appreciation of the Yen in early 1995. The economy
has not yet been able to escape its deflationary trap and it
now appears that this situation could last for several more
months. However, the stalling of the recovery has
prompted significant policy responses. The latest fiscal
stimulus package (amounting to some 3 percent of GDP, of
which more than half'is in the form of additional public ex-
penditures) coupled with short—term interest rates close to
zero and a sizeable depreciation of the Yen over the
summer is expected to engineer a gradual recovery in
1996-97. Against this background, and assuming that the
existing problems in the financial system do not result in a
further blow to confidence, GDP growth is forecast to ac-
celerate from Y2 per cent in 1995 to 2%4 per cent in 1996 and
2% per cent in 1997,

Imports, which have been growing atarate of around 11 per
cent per year in volume terms in 1994 and 1995, should
continue to be boosted by the structural opening of the Ja-
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panese market caused by the deregulation process and
changing consumer habits. Aided by a reawakening of do-
mestic demand growth and the relative strength of the Ja-
panese Yen, import growth is expected to remain vigorous.
The current account surplus is forecast to decline gradually
from 2% percent of GDP in 1994 to around 2 percent of
GDP in 1997.

4. Broadly based expansion in Central and Eastern
Europe

In Central and Eastern European countries, the decline in
output experienced during the first years of economic
transition has generally been overcome, and most countries
are now experiencing a broadly based expansion. Coun-
tries which engaged in reforms early and decisively while
paying attention to a sound macroeconomic and financial
framework are reaping the fruits of their efforts.

For the associated six countries, the strength of activity has
been revised up to 4% per cent in 1995, and output growth
is expected to accelerate further to 4% to 4% per cent per
year in 1996-97. The expansion is likely to be particularly
vigorous in Poland, the Czech republic, Slovakia and Ro-
mania, while it is expected to be more hesitant in Bulgaria
and Hungary. Of the four countries with which "Europe
Agreements” are in the process of being ratified or have
been initialed, the Baltic States present a mixed picture
(strong growth in Estonia and Lithuania while Latvia is

TABLE 11 :Real GDP growth in CCEE and FSU
(Annual percentage change)
Forecast Scenario

Weights 1993 1994 1995 1996 1997
Central and 349 14 36 42 48| 44
Eastern Europe o ’ o : \ d
— Bulgaria 29 42 1.4 2.8 2.6 1.3
— Czech Rep. 48 09 2.6 4.1 4.6 4.8
— Hungary 39 09 2.0 0.9 2.6 29
— Poland 13.7 38 5.0 6.0 6.0 5.0
— Romania 4.1 1.3 34 3.3 49 3
— Slovakia 20 4.1 49 44 3.9 3.7
Former USSR 178 _ - n
(excl. Balts) 65.1 12.8 16.9 8.8 3.1 52
— Russia 41.0 -120 -15.0 -8.5 45 59
— Ukraine 10.1 -17.1 =230 -10.0 0.0 5.0
CCEE + FSU 100.0 -98 -10.7 —43 4.0 438

currently experiencing a crisis), whereas Slovenia is en-
gaged in a sound and steady expansion.

In the former Soviet Union (excluding the Baltic States) and
in particular in Russia, the situation has improved apprecia-
bly. The recent years’ continued decline in production is
now bottoming out, and the Russian economy is poised to
expand at a rate of 4% to 6 per cent in 1996-97, which en-
tails a considerable upwards revision since spring.

29 November 1995
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DETAILED AUTUMN 1995 ECONOMIC FORECASTS

1961-73 1974-85 198690 1991-93 1994-97 1991 1992 1993 1994 1995 1996 1997*
B ' 49 18 3,0 08 2.3 22 1.8 “16 22 23 22 26
DK 43 2.0 14 12 34 13 0.8 1.5 44 34 26 3
D* 43 17 34 2,0 26 50 22 -2 29 2.1 24 3.1
GR 77 25 17 11 .8 32 0.8 ~05 1.5 17 19 22
E 72 1.9 45 0.6 28 22 07 -1l 2.0 3.0 29 32
F 5.4 22 32 02 27 0.8 1,3 ~15 27 2.8 24 2.
IRL 44 3.8 46 3 6,0 22 3.9 31 6,7 6.7 5.6 48
1 5.3 2.8 3.0 02 28 1,2 07 212 22 32 3.0 2.9
L 40 18 46 17 3,6 3.1 1.9 0,3 44 3,1 33 3.5
NL 48 1.8 3,1 1,5 2.7 23 2,0 02 27 3.0 25 2.8
A 49 22 3,0 1,6 27 29 1.8 0,1 3,0 2.4 25 28
p 6.9 272 5.1 0.7 25 2.1 11 12 i1 2,7 3,1 33
FIN 50 2,7 34 4,0 43 -7 36 a2 4,0 48 44 41
S 4.1 18 23 17 28 ~11 _14 26 22 3.7 26 25
UK 32 14 3.3 oy 3,0 20 05 2.0 3.8 26 27 2.7
EUR* 48 20 33 0,6 2.8 15 10 ~06 2.8 27 2.6 29
Usa 39 23 2.8 1.8 32 05 2.5 34 41 32 23 2
JAP 9.6 3.6 45 17 1.4 43 11 02 0.5 0.4 23 2.6

TABLE 2 : Deflator of gross domestic product (percentage change on preceding year, 1961-97)*

1961-73 1974-85 1986-90 199§-93 1994-97 1991 1992 1993 1994 1995 1996 [997#
B 4.1 6,7 3.1 34 24 2,7 35 4,1 2,6 2,2 2,3 23
DK 70 90 39 1.8 2.5 22 20 1 23 2.4 26 26
D* 44 4,1 2.4 44 2,2 3.9 5.5 3.8 23 2,1 23 22
GR 45 17,7 16,6 154 8.8 18.4 14,2 13,6 109 9.3 8.0 7.1
E 7.2 15,0 7.4 6.1 42 7.1 6,7 44 4,1 48 10 38
F 50 10,2 34 2.6 1.8 33 2,1 2.5 14 2.0 2.1 19
IRL 72 12.8 3.2 2.6 2,1 1,7 2.0 4.1 12 2.0 2,5 27
1 55 16,2 6.9 55 3,8 77 45 4,3 3.6 40 4.1 3,7
L 44 6,7 4,7 5.2 2.7 3.8 57 6.2 2.2 32 26 2,7
NL 6.0 56 0,8 23 1.8 2.7 23 2,0 23 20 1.5 15
A 4.6 5.5 2.9 3.9 2,6 4,0 42 36 34 26 2.1 2.2
P 39 20,8 133 117 47 14,2 13,5 74 5.6 54 4.2 3.8
FIN 6.8 10,7 5.6 1.9 2.5 25 0,7 24 1.2 3.6 27 24
S 49 9.8 7.0 37 33 76 1,0 2.7 33 39 30 29
UK 5.1 12,4 55 47 24 6,5 43 34 21 23 2.7 27
EUR* 52 10,5 49 45 2.8 5.5 44 37 2,7 29 29 27
USA 3.6 70 3.6 2.6 2,0 35 2.4 2.0 2.1 18 20 2.1
JAP 6.0 5.3 1.2 14 0,4 2,0 1,5 0.8 0.2 0.4 0.8 1.2

TABLE 3 : Final domestic demand, volume (percentage change at constant prices on preceding year, §961-97)*

196173 197485 1986-90 199193 199497 1991 1992 (993 1994 1995 1996 1997%
B 4,8 1,2 38 0.8 2,1 2,0 2,2 -1,8 1.4 22 2,1 2,6
DK 4,6 13 04 0,0 38 0,4 -0,5 1,0 5,2 45 2.5 3.1
D* 4,5 1,3 35 2,1 2,5 4.8 28 -1.3 2,8 1,9 25 3,0
GR 79 2,0 2.3 11 2.1 32 0,2 04 1.0 2,2 2,4 27
E 7,7 1,3 6,6 -0,! 2,7 2,8 1,0 -4,1 0,7 33 3,0 37
F 5,6 1.8 3.8 -0,5 2,7 0,6 0.4 -2.3 2,9 24 2.5 2.8
IRL 5,1 2,1 33 -0,2 4,7 -0,1 -2 0.8 42 5,9 4,6 4,0
I 5.3 2.4 3.6 -1 1.9 1,8 1,0 -6.0 1.4 1.9 2,1 2.2
L 4,1 L5 5.5 31 2,1 7,7 08 1,1 0.3 2,5 2,6 29
NL 4.9 1,4 3,0 0,7 2,7 1,9 1,6 -1.2 33 3,0 2,1 24
A 49 1,9 34 1,7 34 29 1,9 0,1 5,5 27 2,6 2.7
P 73 1.1 7.6 2,6 32 4.3 43 -0,9 17 33 37 4,2
FIN 5,0 2,5 4,0 -7,3 4,7 -9,2 ~6.4 -6,4 29 4,6 6,4 4,9
S 3,7 1.5 29 -3.2 1,6 -2,1 -1,8 -5.6 14 1.5 1.5 1,9
UK 32 12 40 03 2,5 -3 03 2,0 34 2,0 23 2.2
EUR* 49 1,6 3.9 0.1 2.5 1.2 L =20 2.5 2.3 2. 2.8
USA 4.0 2,5 2,4 2,0 3.2 -1,1 29 4,4 4,7 32 2.2 2,9
JAP 9,8 2.8 54 11 2,2 29 03 -0,0 1,0 11 3.1 36

* Notes : see page 27.
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TABLE 4 : Gross national product at current market prices (percentage change on preceding year, 1961-97)* = =
o 196173 197485 1986-90 199193 199497 1991 1992 1993 1994 1995 1996 1997*
B 92 8.5 6.3 47 48 5.6 52 35 5.1 45 45 49
DK 11,6 10,8 54 34 6,3 3.8 32 3.1 6.8 6.5 5.7 6,4
D* 8.9 59 59 6,1 4,7 9,0 7.4 22 48 3,9 47 53
GR 12,5 203 18,6 17,0 10,8 222 15,1 13,8 12,7 11,0 10,1 9.4
E 14,9 17,1 12,3 6,6 6,7 9.4 73 34 48 8,3 6.8 7.1
F 10,7 12,5 6,7 2.8 4.6 40 32 1,1 42 5,0 45 47
IRL 11,7 15,9 19 54 8,0 5,6 5,0 5.6 g7 8.1 79 T3
I 11,0 19,3 10,0 5.6 6,7 8,7 49 32 6.0 7.2 7,2 6.5
L 9,0 11,3 7.9 4,6 48 74 4,7 2,1 5 5.1 44 46
NL 11,1 74 3.9 3.9 47 5,0 4,1 2,6 5.6 5.0 4,0 44
A 9,7 7,9 5.9 5.7 5.6 6.7 6,7 3.5 74 5,1 47 5.1
P 11,2 22,8 20,3 12,5 72 16,9 15,5 5.4 6.3 7.8 7.3 79
FIN 12,0 13,6 9,0 -33 7.8 =58 4,1 0,1 7,0 93 7.8 7,0
S 9,2 114 9.3 1.6 6,5 6.6 -12 03 6,1 7.6 6.1 6.2
%Kk = &5 139 88 48 55 = 44 48 53 60 52 55 55
EUR* 100 108 73 37 48 67 = 42 0,2 4.8 42 51 50
USA 7.7 9,5 6.5 44 5,0 29 48 54 6,0 5,0 4,1 5.1
JAP 16,2 9.1 5.9 3.2 1.8 6.3 2.8 0,6 0.6 -0,1 3.1 38
TABLE 5 : Investment in construction, volume (percentage change on preceding year, 1971-97)*
B 197173 1974-85 198690  1991-93  1994-97 1992 1993 1994 1995 1996 1997*

B 23 29 7,6 22 35 5.3 =10 1,5 43 38 45
DK 5.1 34 0,0 -6,2 3.6 -0,4 -6.8 3,0 4.1 2.9 44
D* 40 -14 3,1 44 2,9 9,7 0,9 7.8 0,9 04 35
GR 12,6 32 2,9 -6,3 3.8 -59 =51 -35 7.0 6.3 6.0
E 73 =15 10,9 =25 6.0 4.4 6.5 1.2 93 6.8 6,9
F 6,1 -0.8 53 58 1,1 25 -59 0.2 0,6 1,2 2,3
IRL 8.0 0,6 2,6 0,7 8,1 03 -3,7 9,9 9,0 7.5 6.0
I 0.5 -13 2,1 2.4 -1,0 2.1 63 -52 -1,0 0.8 1.5
L 12.2 2,8 10,2 6.2 2.8 54 46 0,6 4.1 3,0 35
NL 0,1 -1,7 3.8 03 3.4 2,6 -1.6 46 42 1.7 3,0
A 9.8 0,7 50 44 37 49 29 12,3 14 0.8 1,3
P - = 6.4 3,0 7.9 5.4 -1,0 3.5 9,2 9.3 9,7
FIN 6,3 0,7 4,0 -16,9 44 -17.3 -18,8 -5,6 1,5 11,4 11,3
S -0.5 =111 39 -10,9 -0,6 =77 -19.2 =11.5 0.5 5.2 4,1
UK 2,0 04 6,2 =311 2,5 -0,0 -0,6 2,1 01 42 41
EUR*! 43 =] 48 =1.0 2,6 09 -34 2,4 1.9 22 _ 37
USA 6.4 12 107 0,2 2.3 45 39 47 1.8 1,1 1.6
Jap 9,1 0,1 6.8 0.3 4,1 0.6 0,7 8.3 -1 51 45
' EUR without Portugal up to 1985. S - ) -
TABLE 6 : Investment in equipment, volume (percentage change on preceding year, 1971-97)* -

L 197073 197485 198690 199193 199497 1992 1993 1994 195 199 1997
B 3,1 24 11,8 -79 53 -6,2 ~12,3 37 8,0 7,0 7,0
DK 38 3.5 1.6 -39 7,0 -134 2,0 33 13,0 6.4 5.7
D* 0,2 1,6 7.2 -3,0 3.8 <35 ~14,1 -1.2 45 5,0 7,0
GR 11,8 0,7 4,1 1,0 6,1 6.8 13 5,9 54 6,2 6.9
E 10,9 -0,5 13,0 -8.6 5.8 -36 ~18,3 0,6 9.4 6,8 6,5
F 92 1,0 6.9 -33 5.8 4,1 =58 23 6.6 7,0 7.2
IRL 13,8 1,6 5,6 -7,6 5,8 82 4,0 33 7.0 6,5 6,5
I 9.2 32 6,9 74 8,1 =13 -19,3 53 114 9.3 6.6
L 54 2,6 20,4 2,5 -1.6 174 10,0 -16,9 49 3,9 38
NL 2.2 2,4 3.6 =9,1 5.1 -1,5 -53 0,3 12,5 2,5 55
A 6,4 2,6 49 2,0 8.5 36 82 R 8,7 82 8,6
P = = 132 ~1,5 6,2 5.4 92 1,2 6.0 8.5 92
FIN 6,2 1.8 6,2 2923 22,1 -16,0 -20,0 49 276 37,9 20,5
S 46 3.2 6,9 -14,2 15,6 -16,0 -14,7 18,1 22,4 13.8 8,5
UK 4,0 2,1 53 4 63 =27 1.6 S8 66 81 47
EUR*! 5.5 2,0 7,1 49 6.2 -33 -10,6 26 8.0 74 68
USA 8,4 34 35 8,0 10,7 73 19,7 16,3 15,0 5,6 6,3
JAP 7.5 43 11,8 0,1 0,9 1,7 -3.1 -85 2,0 47 6.0
! EUR without Portugal up to 1985. S ) ) - - - - - o
* Notes : see page 27.
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TABLE 7 : Total investment, volume (percentage change on preceding year, 1961-97)*

1961-73 71974—85 1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 1996 19‘;7* -
B 51 7 95 w27 43 a5 02 67 0.5 5.9 52 56
DK 6,5 09 0,9 -5,1 54 -57 -72 23 3.1 87 4.7 5.1
D* 3,9 03 48 12 3,3 6.0 35 -56 43 22 1,7 4.9
GR 10,0 -6 3,0 -35 4.8 6,7 ~11 25 0,4 6,3 6.3 64
E 10,5 0,9 11,6 46 59 1,3 4.1 -10,5 1,0 9.4 6,8 6.8
F 7.7 02 59 3,0 3,0 0,0 -3 -5,8 1 30 3.6 43
IRL 99 0,7 4,0 37 7.2 7.1 -3,1 -0,8 73 8,2 7,1 6,2
I 4.7 0.5 44 49 3,7 0,6 -1.7 ~13,1 0.1 5,3 54 44
L 49 27 13,9 3,8 0,9 98 2,1 4,0 73 44 34 36
NL 53 0,3 3.7 08 42 0,2 0,6 -3 3.0 77 21 4,1
A 6,5 0.5 49 1,8 58 6,3 1.3 2.1 10,8 42 39 45
P 7,9 ~1,3 9.9 0,9 7.0 24 54 48 22 75 8.9 95
FIN 4.8 1,1 438 ~18,8 11,1 203 ~16,9 ~19,2 22 10,5 22,0 154
S 4.4 0,6 54 ~124 6,3 -84 -10,8 ~17,6 04 10,2 94 6.3
UK 4.6 0,7 5,7 35 42 95 -12 0,3 37 2.8 6,0 44
EUR* 57 0.l 57 27 4l -0,6 ~0,9 66 2.5 45 4.4 5.1
usa 47 21 12 39 69 53 53 11,9 10,7 8,9 3,7 43
JAP 14,0 1,7 8.8 0,2 2,1 37 -1, ~1,8 25 0,7 4,9 54

TABLE § : Private consumption, volume {percentage change on preceding year, 1961-97)*

1961-73 1974-85 1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 1996 1997*
B 43 1.8 29 17 1,5 3,1 29 0,7 1,3 13 14 2,0
DK 3.8 1,5 05 15 41 2 Il 24 7.6 35 25 2,9
D* 5.1 2,1 34 31 2,0 57 35 0.2 0,9 18 2,7 2,7
GR 6.7 3,0 2,6 14 17 2.3 1.8 02 1,5 1,4 17 20
E 7.2 1,6 47 1,0 2,1 2.8 2,1 2,0 0,9 1.6 23 3,3
F 5,3 24 32 1,0 2,1 1.4 14 0.2 15 22 2.1 25
IRL 3,8 22 36 2,1 3,9 2,0 2,9 14 43 42 3,5 35
i 6,0 3,1 40 02 L4 26 1.5 ~34 0.9 12 15 1.7
L 46 2,6 4,0 2.8 25 6,5 1.7 0.2 2,3 24 25 2.8
NL 5.6 2,0 2.8 2.2 2,1 3,1 2.5 0,9 2,1 2,1 2.1 21
A 46 24 3,1 1,7 2.5 2,9 1,9 02 25 2,4 25 2,7
P 6,0 14 5.6 3,0 1,5 48 3,7 0,4 02 1,5 2,1 24
FIN 52 2.5 3,7 -338 3,6 36 -4.9 -2.9 1.8 50 42 33
S 33 L 2,7 -13 1,0 1,1 -14 3.7 0,5 06 11 1.9
UK 3,0 16 47 0,1 24 22 0,0 2,6 3,1 2,0 22 2.2
EUR* 49 22 3.7 1,2 2,0 22 1.8 -0,3 1,6 1,9 22 24
USA 42 2,7 2,8 2,1 3,0 -0,2 3,0 35 35 2,8 2,6 32
JAP 8,7 33 42 16 20 22 17 1,0 22 10 2.3 2,7

TABLE 9 : Public consumption, velume (percentage change on preceding year, 1961-97)*

7 1961-73  1974-85  1986-90  1991-93 199497 1991 1992 1993 1994 1995 1996 1997+
B 55 2,2 0,1 12 0,9 24 03 0.8 1.5 0.9 05 07
DK 5.8 3.0 0,6 13 L -0,1 14 2.8 1,1 1,0 1.3 0.9
D* 3.8 L5 L0 0.1 1.7 2.9 2.7 05 1,0 18 20 1,9
GR 6.2 52 L4 0,4 0.3 24 47 13 05 04 02 0.1
E 45 5.0 6.6 38 0.4 5.6 3.7 2.3 02 04 04 0.4
F 4,0 2,9 2,1 32 1.6 2.8 3.5 34 12 2,0 1.7 17
IRL 5.2 3,7 -0,6 2,1 3,0 2.5 2.5 1.3 3.9 4,1 1.9 22
i 40 2.7 2,2 1,1 0,1 15 10 0.7 00 038 0.1 1.2
L 3.4 24 29 32 17 38 35 2.2 1.2 L9 1.9 1.8
NL 2.8 2.1 22 1 1,1 L5 17 0.2 0.9 1.5 1.0 1.0
A 32 2,9 09 28 17 3.1 24 3.0 2,2 1,5 15 LS
P 9,1 6.7 5.8 1.5 14 3,0 1.4 00 15 2,0 10 1.0
FIN 54 43 32 -17 04 2,5 =22 -53 0.6 -05 04 0.0
S 49 2.7 1,6 0.9 09 32 0,0 -06 -1,0 -13 0.7 -0.6
UK 25 14 14 L1 09 26 0,0 0.6 2,0 0.6 06 0.6
EUR* 3.8 25 20 15 1.0 1,8 17 12 1,0 1,0 LI 1.2
USA 25 2,3 2,4 -0,1 -0,8 1.5 -1.0 08 -1,0 12 -07 0.2
JAP 5.8 3.9 2,2 20 28 16 2.7 1.7 2,9 3 28 2,6

* Notes : sce page 27.

e
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TABLE 10 : Price deflator of private consumption (percentage change on preceding year, 1961-97)*

196173 1974-85 198690  1991-93  1994-97 1991 1992 1993 1994 1995 1996  1997*
B 3.7 7,5 23 2.5 2.3 2.5 2,0 3.1 3,0 1,5 24 2%
DK 6,6 9.6 3.7 1,8 2,0 24 1,8 1,0 1,0 2,0 24 2,7
D* 35 43 1,5 4,2 252 3,9 48 3,9 5 1,8 2,1 2.2
GR 35 17,5 174 15,8 8,7 18,8 15,1 13,6 10,8 9,2 7.9 7.0
E 6,5 15,4 6,6 6,1 44 6.4 6.4 5,6 5,1 49 3.9 3,6
F 48 10,5 29 2,6 1,9 32 24 2,2 1,8 1,9 2,1 1,8
IRL 6,3 13,8 3,2 24 2.5 2,8 2.5 1,7 2.7 2,5 2,3 24
I 49 16,0 5.9 5,8 4.6 6,9 54 5.1 48 5,6 43 3.7
L 3,0 7.4 2.7 23 23 24 0,1 44 2,6 1,9 2.2 25
NL 5,0 ST 0,9 2,9 2,0 32 3.1 2,3 24 1.6 1,8 2,0
A 4,1 5,9 2,0 3,6 2.5 3,5 39 3.5 3,0 24 2,3 24
P 39 22:2 11,7 10,2 4,2 12,6 11,1 7,1 55 4,2 3.6 33
FIN 5.7 10,8 4,5 4.6 1,7 5,6 4,1 42 1,3 1,2 2,0 2.2
S 4.8 10,2 6,5 6,0 29 10,2 2.2 58 3,0 2,8 2,6 3,0
UK 48 120 50 52 2,7 7.4 4,7 34 2,4 2,9 B3P 26
EUR* 4,7 10,7 4,2 4,7 3,0 5,6 4,6 4.0 3.2 3,1 3,0 27
USA 3.1 s | 4,1 3,0 2.2 38 2,8 24 2:2 2.3 2 2,2
JAP 6,1 6.4 1,0 1.9 0,3 2.3 2.0 1.3 0,3 04 0,3 1,0
TABLE 11 : Compensation of employees per head (percentage change on preceding year, 1961-97)*

1961-73  1974-85  1986-90  1991-93  1994-97 1991 1992 1993 1994 1995 1996  1997*

B 9,0 9.4 38 5,7 34 7,9 6.0 32 4.9 2,7 2,9 33
DK 10,7 10,1 5.1 34 3.8 43 3.8 1.9 . % 33 42 4.6
D* 921 58 3,5 6,9 3,6 5.9 10,7 43 32 3,9 39 32
GR 10,1 21,6 16,6 1,2 9.6 13.8 10,3 9,4 12,3 9.8 8.7 7:5
E 14,6 18,0 Tt 8,1 4.4 8,2 9,3 6,8 4,6 3,9 44 4,6
F 9,9 12,9 42 3,6 2,9 43 43 22 2,1 3,0 32 32
IRL 113 16,6 6,0 5.2 32 3,8 7,0 49 3,2 2l 3 3,6
I 11,5 18,2 8,8 59 44 8,5 5,8 3,6 34 47 49 4,6
L 7.4 9,2 5,1 54 4.1 48 6,2 5.3 45 37 39 42
NL 11,4 6.7 1,7 4,1 24 45 4.7 3:1 23 3,1 1,8 2,2
A 9,6 7.9 44 5,6 e o7 6.4 59 4.6 3,0 4,0 3,8 4,1
] 4 10,9 24,1 16,4 11,0 48 14,7 94 9,1 4.8 6.0 45 38
FIN 11,2 13,4 8,8 2,8 43 57 1,9 1,0 3,5 5.5 3,8 42
S 8,4 10,7 9,2 4.8 49 6,8 39 3,7 5,9 3.3 5,6 50
UK 8,3 13,9 8,2 6,3 34 8,6 5.5 49 2,8 32 3,8 3@ ]
EUR* 9.9 12,4 6,1 6,0 3.7 6.9 6,9 4.1 5.3 % W} 39 3,7
USA 5,6 TS 44 45 3,0 4.6 5.3 35 32 3.1 2,6 3,0
JAP 14,2 8,3 4,0 23 1,4 4.6 1,5 0,8 1.7 1.3 1,3 1.5
TABLE 12 : Real compensation of employees per head! (percentage change on preceding year, 1961-97)* -
—_— e 1961-73  1974-85  1986-90  1991-93 199497 1991 1992 1993 1994 1995 1996  1997*
B | 1,8 1,5 3,1 1,1 53 4,0 0,1 1,8 1,1 0,5 1,1
DK 3.8 0,5 1.4 1,6 1,7 1,8 2,0 0,9 2,2 13 | B 1,8
D* 5.4 1.4 2,0 2,6 1,3 1,9 5,6 0,3 0,5 2 1,7 1,0
GR 6,4 3,5 04 4,0 0,8 42 4,1 -3.7 1,3 0,5 0,8 0,5
E 7.6 23 1,0 1,9 -0,0 17 2,8 1,2 -0,5 -0,9 0,5 1,0
F 49 2.2 1.3 0,9 0,9 1,1 1,9 -0,1 0.3 1:1 1,1 1,3
IRL 4.7 25 2.7 2,8 0,7 1,0 44 | 04 0,2 0,8 1.2
I 6,3 1,9 2.7 0,1 -0,2 1,5 0.4 -14 -1,3 -0,9 0,6 0,9
L 4,2 1.7 2.3 3,0 1.7 23 6,1 0,8 1,9 1,7 1.7 1.7
NL 6,0 0,9 0,8 1.2 04 1,2 1,5 0,8 -0,0 1.5 -0,0 0,2
A 5.3 1,9 24 1,9 12 2,8 1,9 1,1 0,0 1,5 1,5 1,7
P 6,7 1,6 42 0,7 0,6 1,8 -1,5 1,9 -0,7 1,7 0,8 0,5
FIN 5.2 24 4,1 -1,7 2,5 0,0 =22 -3,0 2.2 43 1,8 1,9
S 35 04 2,5 -1,1 2,0 -3,0 ) | -2,0 2.7 0,5 29 1,9
UK 33 1.7 3.1 11 T (1 0.8 Ao S0 e o LAY
EUR* 5,0 1,5 1,8 1,2 0,7 1,3 2,1 0.1 0,1 0,6 0,9 10
USA 2,5 0,4 0,3 1.4 0,8 0,8 24 1,1 1,0 0,8 0,6 0,7
JAP 7,6 1,8 3,0 0,3 11 2.1 0,6 -0.4 14 L7 ,1,97 05
I Deflated by the price deflator of private consumption.
* Notes : see page 27.




TABLE 13 : Real GDP per occupied person (percentage change on preceding year, 1961-97)*

1961-73 197485 1986-90  1991-93  1994-97 1991 1992 1993 1994 1995 1996 1997
B 4,3 2,1 1,9 14 2,2 2,1 2,3 -0,2 3,0 2,1 1.8 1,9
DK 3.2 1,5 1,2 2,1 2,3 2,9 1.2 22 4,7 1.3 1.3 2.1
D* 4,0 1.9 1,9 24 2,2 2,5 4,1 0.6 3,6 2,1 1,7 1,6
GR 8,1 1,6 1,0 11 0,5 5,6 -0,6 -1,5 -0.4 0.7 0,8 1.0
E 0,5 34 1,2 2,2 14 1.6 L9 3,0 2,9 0,5 0,9 1.2
F 4,7 2.1 24 0,8 1,8 0,7 2.1 -04 2,6 17 14 1,8
IRL 43 37 3,6 2,7 3.6 2,2 35 2.5 4,0 3,1 3.9 34
I 5.5 1,8 24 12 29 04 1.8 1,5 3.8 3,1 24 2.2
L 3,0 1,2 1,5 -1,0 1.3 -1,0 0,6 -1.4 3,0 0,6 0,5 0,9
NL 3.9 20 2 08 1.6 0,9 1.0 0.4 2,6 1.8 1.0 1,0
A 5,0 1,6 2,2 1,0 2,3 1,2 13 04 2.8 2.3 2,2 2,0
P 0,6 26 39 1,0 2,3 —0.,6 2.9 0,7 1,3 33 2,6 22
FIN 4,5 2,4 32 2,4 2,6 -2,0 3,7 5,7 5.4 1,7 1,6 1,6
S 3,5 1,0 1,2 2.2 2,1 0.4 32 32 3.2 1.9 1.6 1.5
UK 2,9 1,6 15 2,1 2.3 1,1 1,6 3,7 32 1,9 2.0 2,1
EUR* 4.4 2,0 1,9 1,7 2,2 14 24 13 3,1 2,0 17 18
USA 1.9 0,5 0,6 1.6 1,1 0,5 2,6 1.6 1,0 L5 0.8 1,3
JAP .8l 30 30 05 1z 22 00 06 0.5 03 22 18

TABLE 14 : Unit labour costs, whole economy! (percentage change on preceding year, 1961-97)*

1961-73 1974-85  1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 1996 1997*
B 4,5 7.1 1,9 43 1,2 57 3,7 34 1.8 0.5 N 14
DK 7.3 8,5 3,9 1,2 14 14 2,6 -0,3 -4 2.0 2,6 2.6
D* 49 3,8 1,6 44 13 33 6,3 3,6 0,4 1.8 22 1,6
GR 1.8 19.8 155 9.9 9,0 7,7 11,0 1,1 12,7 9,1 7.8 6.5
E 7.6 14,2 6.4 5.8 3,0 6,5 7.3 37 1.6 34 35 33
F 49 10,6 1,8 2.8 10 3.6 2,1 2,6 0.5 13 1.8 14
IRL 6.8 12,5 23 25 -04 1.5 34 24 -0,8 0.4 -07 02
I 5.6 16,1 6,2 47 1.5 8,1 3.9 2.1 -0,3 1,6 24 23
L 43 7.9 35 6.5 2.8 58 6,9 6.8 1S 3,0 3.4 32
NL 7,1 46 05 3.3 0.8 3,5 3,7 2.7 02 1.4 0.8 12
A 45 6.2 22 4.6 1,4 5.1 45 4,2 0.2 17 16 2.1
P 40 20,9 1,9 9,9 2.4 154 63 8.3 35 2.6 1.8 16
FIN 6.4 10,8 54 0.4 17 7.8 -1.8 4.4 -1.8 3,7 2,2 26
S 47 9,6 7,8 2,5 2.8 6.4 0,8 0,4 25 13 39 3.4
UK 52 12,1 6,6 4,1 L1 7,4 3,8 1,2 -03 13 17 L6
EUR* 5.2 10,2 4,1 4.2 LS 55 43 27 0.2 1.8 22 1,9
USA 3,6 7,0 3,8 2.8 1.8 4,1 2,6 1,9 22 15 1,9 1.7
JAP 5,6 52 1.0 1.8 03 2,4 L5 1,4 1,2 0 08  -03

r onﬂpensation of cﬁip]o?c&s per head divided by labour pl‘odeCtTv?l)Tper head, defined as GDP in volume divided b; total entployment.

TABLE 15 : Real unit labour costs! (percentage change on preceding year, 1961-97)*

1961-73 7 1974-85 1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 1996 1997*
B 04 0,4 -12 0.8 -1l 3,0 0.1 -06 -0.8 ~1.7 -1 0.9
DK 0.2 -04 0,0 -0,5 -1.0 08 0.6 -13 -3.7 04 0.0 ~0.0
D* 0.5 -03 -0.8 0,0 -0.9 -0.6 0.8 0,1 2,6 -03 -0,1 -0.,6
GR -25 1.8 -0,9 4,7 0.2 -9.0 28 -22 1.6 -0,2 0.2 -0.6
E 0.5 -0.8 -09 -0.2 ~1.2 -0,5 0.5 ~0,6 2.4 -13 05 0,5
F 0,1 04 16 0.1 -0.8 0.3 0.1 01 -19 ~0.,7 0.2 -0.5
IRL ~04 -0.2 -038 -0,2 -2,5 0.1 14 -7 -2,0 23 32 24
I 0.1 0,1 0.6 -0,7 23 04 0,5 -2 3.8 -23 16 -13
L -0,2 1.1 -12 1.2 0.1 2,0 1. 0.6 -0,7 0.2 0,8 0,5
NL 1.0 -0,9 -0,3 09 -1,0 0.8 14 0.6 -2,5 -0.6 -0.6 03
A -0.2 07 -0,7 0,6 -1 11 0.3 0,6 -3,0 -0.9 -0,5 -0,1
P 0.1 0.1 ~1.2 -6 2.2 1.0 -64 0.8 -2,0 2.6 22 22
FIN -04 0.1 -0,2 ~14 -0.8 52 -25 6.6 -29 0.1 -05 0,2
S 0.2 0.1 0.8 -1.2 -0,5 -1 -03 =22 -09 25 0.9 0.5
UK 0.1 -03 1.0 -0,6 -1,3 0.9 -05 2.1 -24 -09 -1,0 -1.0
EUR* 0.0 03 ~0,7 -04 -13 -00 0.1 -1,0 -25 -1 -0,7 -0.8
USA -0,0 -0,1 0,2 0.2 -0.2 0.5 0.1 0,0 0.1 -03 0,1 -04
JAP —04 ~00 -03 03 02 04 0,0 0.6 10 14 ~16 ~15

! Nominal unit labour costs divided by GDP price deflator.

* Notes : see page 27.
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TABLE 16 : Total employment (percentage change on preceding year, 1961-97)*
e l96l7-7’3 N 71_97'4—§57 N [9@6—&&)1:?7 199497 1991 1992 1993 1994 1995 1996 1997*
B 0,6 -0,3 1,1 0,6 0,1 0,1 04 -14 -0,7 0,1 04 0,7
DK 1,1 0,5 0,3 -0,9 1,0 -1,5 -04 -0,7 -0,2 2,1 1,2 1,1
D* 0,3 -0,2 1,5 -0,4 0,4 2.5 -1.8 -1,8 -0,7 -0,0 0,7 L5
GR -0,5 1,0 0,7 0,0 1,3 -23 1.4 1,0 1,9 1,0 1,0 1,2
E 0.7 -14 33 -1,5 1,4 0,6 -1,2 —4,0 -09 2,5 1,9 2,0
0,7 0,1 0,8 -0,6 0,8 0,1 -0,7 -1,1 0,1 1,1 1,0 1,0
IRL 0.1 0.1 1,0 0,4 23 0,0 0.4 0,6 2,6 335 1,6 14
I -0,2 0,9 0,6 -1,0 -0,1 0,8 -1,0 -2,6 -1,6 0,1 0,5 0,6
L | 0,5 gl 2,8 2,3 4,1 25 1,8 1,3 25 2,8 2,6
NL 0,9 -0,2 1.9 0,7 1.1 13 1,0 -0,2 0,1 1,2 1.4 1,8
A -0,1 0,7 0,7 0,6 04 1.7 0,5 -04 03 0,2 03 0,8
P 03 0.4 1.1 -0,3 0,2 2,8 -1.8 -1,9 -0,2 0,6 0,5 1,1
FIN 0,5 0,3 0,2 -6,2 1,7 =52 -7,0 -6,5 -1,3 3,0 2,8 25
S 0,6 0,8 1,0 -39 0,7 -1,5 4.4 -5,6 -1,0 1,7 1,0 1,0
UK 0,3 -0,2 1,8 -22 0,7 -3,1 2,1 -1,6 0,7 0,8 0,7 0,6
EUR* 0,3 0.0 1,3 -1,1 0,6 0,1 -4 -1,9 -04 0,7 0,9 1,1
USA 1.9 1,8 2,1 0,2 2,0 -1,0 0,2 1.8 31 1,7 1,5 1,9
JAP 1,3 0,7 1,5 1.2 0,3 21 1,1 0.4 0,0 0,0 0,1 0,8
TABLE 17 : Employment in manufacturing industries (percentage change on preceding year, 1974-97)*
_ ovBs 198690 199193 199497 1991 1992 193 199 195 19 1907
B -29 -0,3 -1,3 -0,3 -1,0 -1,5 5,1 -19 0,0 0,0 0.5
DK -0,5 0,1 -0,0 1,8 =23 -1,2 -38 0,9 38 1.4 1,3
D2 -1,3 1,2 28 - 14 -19 -6,3 -5,5 - - -
GR - - - - - - - - -0,3 -0,3 -0,3
E - 2,8 =79 Isl =29 -4.7 -10,5 2,8 0,4 2,0 17
F -1,5 -0,9 -85 0,2 -1,6 -34 —4.6 2,5 0,5 1,3 1,3
IRL -1,2 0,6 5,5 33 -0,2 -0,3 0,1 2.3 34 4.1 4,0
1 -1,0 0,3 -9.1 0,1 =22 43 =5,1 -1,1 0,1 0,8 0,6
L -2,0 -1,2 -6,1 -0,5 4.8 =54 34 2,7 -0,1 1,1 1,1
NL =22 1.4 -3,2 -0,3 -0,3 -0,8 -3,6 4.4 04 1,2 1,6
A -1,0 0,4 -59 -1,7 03 -23 -4.5 -3,5 -1,2 -1,3 -0,3
P - 0,8 -39 -0,7 -23 -34 -3.8 -1,7 =25 0,6 1,1
FIN -0,3 -23 -13,0 33 -7,3 -9,6 -6,1 0,2 7,0 4,0 3,0
S -0.9 -0.8 -11,3 2,6 -6,6 -9.5 -1,5 1,0 4.9 2.5 2,0
o e Lo 31 -0 -144 04 76 40 36 03 12 05 06
EUR*12 17 0.3 34 -0,2 -2,0 -5.0 -5.6 -2,7 0.2 0,9 038
I EUR without Portugal, Spain up to 1985 and without Greece up to 1994. S - - -
2 Includes West-Germany.
TABLE 18 : Number of unemployed (as a percentage of civilian labour force, 1964-97)!*
o 1964-73  1974-85 1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 199 1997*
B 2,0 T 8,7 7.6 9.9 6,6 73 8,9 10,0 10,2 10,1 9,8
DK 0,9 6.4 6,4 9,2 6.3 8.4 9,2 10,1 8,2 6,9 6,2 57
D#* 0,7 4.2 5.9 6,7 7,9 5,6 6,6 7,9 8,4 8,3 8,1 74
GR 42 3,8 6,6 7.8 8,9 7,0 79 8.6 8,9 8,9 89 8,8
E 2,8 11,3 18,9 19,2 22,6 16,4 18,5 22,8 24,1 22,5 21,7 21,0 |
F 2.2 6.4 9.8 10,5 ¥ e 9,5 10,4 11,7 12,3 11,5 11,0 10,6
IRL 5.7 10,6 15,5 15,3 13,6 14,8 15,4 15,7 15,1 14.9 14,5 14,0
I 52 7,0 9,6 94 11,3 8,8 9,0 10,3 11,4 11,7 11,3 10,9
L 0,0 1,7 2,1 2,2 3,5 1,7 2,1 27 3.5 3.8 37 3,6
NL 1,3 ! 7.4 6,0 6,4 5,8 5,6 6,6 7,0 6,7 6,4 6,0
A 1,7 2,5 34 3.8 45 3.5 3,6 42 44 4,5 45 44
P 2,5 6,9 6,1 4.6 6,8 4,0 42 5,7 7,0 72 6.8 6,3
FIN 23 5.3 4,7 12,9 16,2 7,6 13,1 17,9 18,4 17,2 15,6 13,9
S 2,0 2.5 2,1 6,2 9,1 3,3 5.8 9.5 9.8 9.1 8,4 8,2
UK 2,0 6.9 9,0 9.8 8,6 8.8 10,1 104 96 85 82 81
EUR* 24 64 9.0 9.5 10,5 8.3 9.4 109 113 107 103 99
USA? 46 7,5 59 7,0 59 6,7 7,4 6,8 6.1 58 6,1 58
JAP? 1,2 2,2 2,5 2.3 3,0 2,1 2,2 2,5 2,9 3.1 3,2 2.9
! Series following SOEC definition, based on the labour force survey.
2 1In percentage of total labour force.
* Notes : see page 27.
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DK
D*
GR

FIN

S

UK
EUR*V
USA
JAP

! EUR without Greece.
2

B
DK
D*
GR
E

F
IRL
I

L
NL
A

P
FIN
S
UK

EUR*
USA

JAP
! EUR without Greece.

B
DK
D*

FIN
S
UK
EUR*
USA

JAP
I EUR without Greece.

* Notes : see page 27.

1970-73

43,6
42,1
40,1
23.0
38.2
359
34.4
33,1
44,2
40,0
24,9
315
454
377
37,10
313
21,2

EUR without Greece and Portugal.

1970-73

40,1
46,3
40,3
23,1
389
31.8
29,0
358
44,6
415
26,5
36,1
49,7
373
365!

30,6
22,0

1970-73

-38
43
0.2
0,4
0.7

4,1

54
2.7

-05
1.5
1,9
46
4,5

-04

-0,7!

-0,7
0,8

2 EUR without Greece and Portugal.
3 The figures for [993 and 1994 include the proceeds from the sale of participations, indirectly owned by the public sector. The amounts involved are BFR 32.2 bn in 1993 and 12.7 bn in 1994.
4 Not including unification-related debt assumptions by the federal government in 1995 (Treuhand and eastern housing companies) equal to 236 bn DM.

1974-85

569

53,0
47,6

32,6
472
474
42,7
476
55,7
48,6
405
59,7
437
45.7
34,1
30.8

1974-85

488

50,2
44,9
329
29,6
455
36,9
33,2
495
52,7
46,2
337
443
57.8
40,0

41,7
322

276

1974-85
-82
-28
-2.8
-2.8
-1,7

-10,5
9,6
1,9
-39
-2.4
3,7
-1.7
-3,7

4,02

S

-3.2

1986-90
57,0
56,8
46,0
47,1
41,9
510
45,3
51,2
57,0
51,0
394
455
60,5
40,3

anT

36,4
323

1986-90
49,8
57,6
445
34,0
38,1
49,2
39,8
40,3
519
47,8
34,7
495
63,7
39,2
44,1
34,0
336

1986-90
7.2
0,9
-1,5
-13,0
-38
-1,8
-55
-10,8
=51
=32
4,7
4,0
32
-11

37
24
13

1991-93

558

60,1
49,0
45,2
46,8
53,1
41,1
54,7
56,0
51,5
43,0
59,4
68,5
42,6
50,5
37,9
33,2

1991-93

490

56,9
458
334
413
49,0
387
449
5277
48,7
373
54,2
61,1
37,1
452
34,2
34,2

1994-97
54,1
59.1
49,1
473
46,3
54,5
394
524
41,2
51,6
52,3
423
56,6
66,9
42,1

50,4

359
354

1994-97
50,0

572
46,4
38,2
41,1
50,0
373
455
422
48,8
47,4
373
53,4
60,6

A

46,1
34,1
327

TABLE 19 : General government total expenditure (as a percentage of GDP, 1970-97)*

1992

557

60,1
438
448
46,1
52.8
413
53,6
56,1
51,1
423
60,7
68.6
433

507

385
32,8

1992

487

57,2
46,0
33,0
419
48.8
38,8
44,1
52,1
49,1
39,0
54.9
60,9
371

45,6

34,1
343

56,3

62,3
50,0
46,9
493
55,5
413
56.9
437
56.3
533
434
61.9
74,1
438
52,5
37,7
34,7

57.8
46,5
349
41,8
493
389
473
455
53,1
49,2
36,3
53,8
60,7
36,0

46,2

343
334

TABLE 21 : General government lending (+) or borrowing (-) (as a percentage of GDP, 1970-97)*

1991-93

-6,8
-32
-32
-1
=55
4,1
23
9,8
1,5
-3,3
=29
5,7
-5,1
7,4
=55

53

37
10

199497
4.1
19
2.7
9.1
=52
45
2,0
69

10
28
49
=50
32
63
46

4.3

=27

1,8

1992
-7,1
=29
-2,8
-11,7
4,2
-4,0
-2,4
-9.5
0.8
-39
-2,0
-3.3
-5.9
-7.8
-6,1

-5,1

1.5

1993
-6,73
4,5
-35
~12,1
-7.5
-6,1
2.4
9.6
1.8
-3.2
4,1
-7.1
-8,0
-134
K
-6,3
34
-14

1994 1995
55.6 543
62,1 59,0
494 498
48,0 474
47,9 46,5
554 54,6
415 40,1
54,1 53,1
2.3 414
54,1 51,9
52,4 52,8
423 429
60,7 58,2
70,5 68,0
43,1 2.8
514 50,9
36,1 36,2
349 35,6
1994 1995
504 49,9
58,3 57.1
46,8 46,9
36,6 38,0
41,3 40,7
49 4 49,6
394 374
45.1 45,7
44,5 41,8
50,8 48,7
48,0 472
36.4 37,5
54,9 52.8
60,1 61,0
36,3 37,7
459 46,2
34,2 34,6
32,5 329
1994 1995
-5,33 4.5
-3.8 -2,0
2,6 2,94
~114 -9,3
6,6 -5,9
-6,0 -5,0
-2,1 2.7
-9.0 74
2,2 04
-3.2 -3,1
4.4 -55
-5.8 54
-5.8 54
-104 7.0
-6,8 -5,1
-5.5 4,7
-2.0 -1.6
24 2.7

1996

534
58,4
488
47,3
458
54,2
385
52,0
41,0
50.7
52,3
423
54,8
65.5
41,8
50,0
36,0
35,7

1996

50,2
57,0
46.0
39.0
41,1
50,3
36,5
459
41,6
48,0
47,2
37,6
53,3
61.0
38,1
46,2
34,1
327

-3
-13
28
_83
4,7
-39
-2,0
-6,0

0.6
2.7
-5,0
47
-15
45
37
238
-19
31

1997%

53,0
56,8
48,2
46.7
449
53.6
373
50.6
40,0
49.8
51,8
41,8
52,6
63,5
40,8
49.1
354
353

1997*

49,5
56.3
45,8
39.4
413
50,7
36,0
454
40,7
475
472
37,7
52,6
60,4
38,1
46,0
33,5
2,6

32
28
3
-18
26

’—
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TABLE 22 : Government gross debt (as a percentage of GDP, 1980-97)*!
1980 1985 1989 1990 1991 1992 1993 1994 1995 1996 1997*

B 78.8 123,1 130,9 130,9 130,3 131,1 137,5 1350 1344 1323 130,0
DK? - 72,0 59,5 59,6 64,6 69,0 80,3 75,6 73,6 721 70,5
D#* - - - 438 41,5 44,1 48,2 50,2 58,8 59,5 59,3
GR - - - 82,6 35,4 91,6 114,5 113,0 1144 114,0 113,1
E 17,5 43,7 432 45,1 45,8 48,4 60,4 63,0 64,8 65,8 65,4
¥ 20,1 31,0 344 354 35,8 39,6 45,3 48,4 51,5 534 54,2
IRL - - - 96,3 96,7 94,3 97.4 91,1 85,9 81,3 76,9
I 57,8 32,3 95,6 97,9 101,3 108.4 1194 1254 1249 1239 122,3
L - - - 4.6 4.1 5.1 6,3 5,9 6,3 6,7 6,8
NL 47,6 71,5 79,1 78,8 78,8 79,6 81,3 78,0 78,4 78,2 77,8
A 373 50,5 58,9 583 58,6 58,3 63,0 65,2 68,0 69,9 71,5
P - - 68,6 70,2 62,4 67,2 69,4 70,5 71,0 70,9
FIN 11,8 16,5 15,0 14,5 23,0 41,5 57,3 59.8 63,2 64,6 64,5
S 41,0 63,8 455 435 53,0 67,1 76,2 79,7 81,4 80,8 79.8
UK - - - - 35,7 419 48,6 50,1 52,5 533 53,2
EUR*3 37,3 58,2 62,2 58,7 56,0 60,3 66,2 68,1 71,0 71,6 71,3
l As defined by the Council Regulation n® 3605/93 on the excessive deficit procedure.
2 Government deposits with the central bank, government holdings of non—government bonds and public enterprise related debt amounted to some 23 % of GDP in 1994.
* Aggregated with the available country data which are incomplete until 1991,
I@LE 23 : Trade balance total (fob/cif) (in bn. ECU, 1961-97)*

1961-73 1974-85 198690  1991-93 199497 1991 1992 1993 1994 1995 1996 1997*
B -0,1 -3,6 23 -1,0 12,1 -7.4 -6,5 10,8 12,0 11,7 12,5 13,5
DK 0,7 -1,8 0,6 4.1 5,5 2,7 44 53 477 5.5 59 6,2
D* 3,6 16,0 55,8 19,1 49,7 9.8 15,7 32,0 38,6 472 51,7 61,2
GR -0,9 —4.3 -6,9 -10,9 -12,3 -10,4 -10,8 -11,6 -10,2 -12,3 -13,9 -15.5
E -19 -7.5 -13.3 -18,1 -17,6 21,4 -21.8 -11,0 -10,1 -17,9 -19.7 -22,8
F -0,8 11,0 -13.2 -6,0 7,6 -15,3 -6,9 4,3 5,2 9,2 8,5 7.4
IRL 0,4 -1,0 22 4,8 8,4 2,7 5,0 6,8 7.4 7.8 9,0 10,2
I -1.3 -8,8 ~7,8 0,1 26,7 -10,4 -8,0 18,0 18,5 214 29,5 37,4
! _ ~ ~ _ _ _ _ _ _ - _ _
NL -1,0 0,9 2,1 0,9 10,8 -29 -4.9 10,5 9,8 10,8 11,0 11,5
P -0,5 -3,1 4.8 -8,3 -9,0 -8,1 -92 -1,5 =15 -8,3 -9,3 -10,8
UK -2, 1,7 -31,3 -24,3 ~20,4 2272 -26,7 ~23,9 -26,4 -19,6 -19,1 -16,7
EUR* -6,6 -31,8 -18,7 -39,7 61,5 83,1 -69,8 33,6 419 55,4 66,2 81,6
U Included in the figures for Belgium.
TABLE 24 : Balance on current account (as a percentage of GDP, 1961-97)*

1961-73 1974-85  1986-90  1991-93  1994-97 1991 1992 1993 1994 1995 1996 1997*
B 1,1 -1,5 1.4 2,6 48 17 2,1 3.9 43 5.0 5,0 5,0
DK 20 -35 2,1 2,2 1,9 1,1 2,5 2,9 2,0 1.5 19 2,2
D* 0,7 0,8 4,2 -1,0 -1,0 ~1,0 -1,0 -0,9 -1,3 -1,0 -1,0 -0,8
GR 24 25 48 -4,5 -28 6,2 4,0 -33 2,5 2,7 29 32
E 0,7 -14 -13 238 -1,6 -3,6 -3,6 -1,3 -18 -13 -14 -1,7
F 0.4 -0,3 -0,3 0,2 1,3 0,5 0,1 1,0 1,1 1,3 1.3 1,3
IRL 24 =17 -1,2 34 5,9 2,0 33 49 5.1 6,0 6,1 6,4
I 1.4 -0,7 -0,6 -1,0 22 -1,8 =23 1,2 1,8 1.9 2,5 2,8
L 6,3 248 27,6 239 28,8 249 26,4 20,6 30,0 29,6 28,6 27,2
NL 0,5 1,9 3,0 37 47 34 3.1 4.4 4.4 4.8 4.8 4.8
A 0,1 -1,0 0,1 0,2 -1,6 0,0 0,1 0,5 -1,0 -18 -18 -1/
P 0.4 -5.8 -0,5 -2,0 -1,9 -1,9 -1,9 -2,1 -1.4 -4 -2,0 -2,8
FIN -14 2,0 =32 -38 23 -5.4 —4.,6 -1,3 1,1 3,6 2,7 2,0
S 0,2 ~1,7 -1,6 2.1 1,9 2,1 -3,1 -1,1 -0,6 1,6 2,8 37
UK -0,1 -0,1 -3,8 -2,5 -1,3 2,7 -2,6 23 2,2 -1.2 -, 07
EUR* 03 -0,3 0,1 0.8 0,5 -1,3 -1,2 00 0.1 0.5 06 07
USA 0,5 -04 =25 -0,8 -23 0,1 -1,0 -1,5 -2,2 -2,3 -2,3 2,4
JAP 06 09 28 30 23 25 33 32 2% 24 23 19
* Notes : see page 27.
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TABLE 25 : Rates of change of demand components, EUR (1992-97)1*

Percentage change on preceding period at constant prices

1992 1993 7 1994 1995 i996 1997* 1995-1 1995-11 1996-1 1996-11 1997-1*  1997-11*
Private consumption 1,8 -0.3 1,6 1,9 2,2 24 1,7 2.1 2.2 23 24 24
Government consumption 1,7 1,2 1,0 1,0 1,1 1,2 1,1 0.9 1,0 1.3 1.1 1.3
Fixed capital formation -0,9 -6,6 2.5 4.5 4.4 5,1 5,0 4,1 4,7 43 54 54
— Construction 0,9 -34 24 1.9 2,2 3,7 2,6 i 2.3 2.8 3.9 4.3
— Equipment -3.3 -10,6 2,6 8,0 74 6.8 8,5 8,2 7.8 6.1 72 6.7
Change in stocks
(as % of GDP) 0,3 -0,4 0,5 0,7 0,7 0,7 0,5 0,3 0,5 0.8 0,6 0.8
Domestic demand 1,1 =20 2,5 23 2,5 2.8 1.5 2.8 1.9 32 2,2 3,5
Exports of goods and services 3,5 1,7 8.8 7.3 6,3 6,2 8,3 4.8 6,8 7.0 6.2 5.7
Imports of goods and services 3,7 2.6 7.8 6,0 5.8 57 5,0 6,3 5.8 54 6,0 5,6
Gross domestic product 1,0 -0,6 2,8 2.7 2.6 29 2,8 1,9 2,8 2,9 2,9 3,

L Half-yearly figures at annual rates, scasonally adjusted (95-1 = first half of 1995 etc.).

TABLE 26 : Imports of goods, volume (percentage change on preceding year, 1961-97)*

1961-73 1974-85 1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 1996 1997*
B 9,3 2,1 7,3 2,4 5,6 1,5 4,5 1,1 6,6 5,1 5.3 5.5
DK 7,9 1.5 1,5 -0,2 7.3 5,1 -0,5 4.9 10,6 7.7 54 5.5
D* 8.7 38 7,1 2,1 56 13,7 1,2 7.5 78 3.5 5.3 5.9
GR 12,8 2,9 10,3 39 5,6 10,2 0.6 1.3 3,7 59 6.3 6,4
E - 1.9 15,3 29 92 9,8 5,7 ~6,0 13,6 9,3 6,3 7,6
F 11,3 2,2 7,5 -0.1 6,1 2,9 0,6 -3.8 7.0 57 5.8 6.1
IRL 9,2 4,2 6,6 43 9,1 1,0 4,7 7,2 12,0 10,2 77 6,6
1 10,2 2,8 6,4 -0,3 7.9 4,7 34 -85 9.9 10,2 6,4 52
L 6,2 2,4 6,5 15 4,1 8,1 0,2 -3,5 3,6 4.1 4,2 4.5
NL 94 24 5,6 1,2 6,8 4,3 2,0 2.6 7.9 7.4 6,2 5,5
A - 44 87 22 7.3 59 2,6 -1,9 7.8 8,1 6,7 6,5
P - - 17,7 43 11,0 54 11,1 =32 11,9 11.0 1.5 9,5
FIN -~ 2,1 5,7 -5,1 12,6 -14,3 0,9 -1,0 17,0 12,5 13,0 7,9
S - 33 4.6 -1,4 9,3 -5,1 0,6 1,7 15,3 8.5 7.1 6,5
UK 5.2 2,6 7.2 1,5 44 =53 6,7 3,6 5.2 3.0 4.8 4,5
EUR*! 90 2,9 7,5 1.5 6,6 4,9 3,0 =32 8.4 6,3 6,0 5.8
USA 9,1 5.4 4,7 75 10,4 0,5 10,3 11,9 150 12.3 7,7 7.0
JAP - 2,1 10,1 0,6 11,9 -3.5 -1,5 7.0 13,3 11,4 10,5 12,6

I' Excluding Spain, Austria, Finland, Sweden up to 1973 and Portugal up to 1985,

TABLE 27 : Exports of goods, volume (percentage change on preceding year, 1961-97)*

1961-73 1974-85 1986-90 1991-93 1994-97 1991 1992 1993 1994 1995 1996 1997%
B 10,1 2,7 6,2 26 6.1 17 4,2 1.8 78 5.4 5.5 57
DK 6.8 49 3,7 34 59 7.2 50 17 8,2 45 5.2 5.7
D* 8,0 47 48 2.0 64 11,0 04 48 9.2 44 5.3 6.6
GR 12,0 6.5 59 6.9 48 14,6 7.2 05 3,0 5.3 5.5 5.5
E - 8.5 5.2 9,2 10,5 10,0 6.7 11,0 20,7 9,0 6.3 64
F 10,0 43 5,1 2,5 6,5 3.9 47 1,0 6,5 8.0 5.5 6.0
IRL 8,1 87 9,0 10,0 10,3 49 15.6 9.8 149 10,7 8.5 73
I 15 53 54 49 10,3 16 42 9,1 10,9 14,5 8.8 69
L 5.3 1,9 5.1 03 5.1 3,1 02 40 7,1 43 44 4.7
NL 10,3 33 53 2,7 6,5 48 26 0.6 6.8 70 64 5.8
A - 6,3 78 32 7.9 6.5 22 1,0 8,0 8,1 76 79
P - - 119 04 12,1 0.5 6.1 -5 14,9 12,3 12,8 8.5
FIN - 37 1.6 6,4 8.8 59 93 170 13.1 121 53 5.1
S - 3,1 2,5 28 11,4 25 13 9.9 15,8 13,5 9.1 7.3
UK 50 39 54 2.3 75 1.2 2.5 32 9,9 6.2 7.0 6,7
EUR*] 8.8 47 54 36 77 52 3.5 2,1 9,9 7.9 66 6.5
USA 6.7 2,5 104 6.5 10,7 75 6.6 55 114 13,5 9.0 9,0
JAP - 9,0 26 0,7 5,0 2,3 0.7 -1.0 1,5 6.0 6.0 6,5

I Excluding Spain, Austria, Finland, Sweden up to 1973 and Portugal up to 1985.

* Notes : see page 27.
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TABLE 28 : Export markgts and export perfor! mance TABLE 32 : World imports of goods (at constant prices)*
(percentage change on pr ecgdmg year, 719?5‘797)* o (percentage change on preceding year
Export markets Export peft‘ofmz{ncg‘] o 7 lggj 1993 1994 1995 1996 ' 1997*
o 1995 ] 17‘7)96 1?97* ] 1995 o 1?79()77 199?”* EUR 30 32 8.4 6,3 60 5.8
B 70 6,9 6.9 -15 -1,3 -1,1 USA 103 1.9 15,0 12,3 77 70
DK 68 66 b =22 A3 07 Tapan L5 70 133 14 105 126
oR oS S v S S Canada 46 86 106 135 70 82
E 74 69 6,6 1.5 -0,6 02 Rest OECD 2,1 6,6 9,0 0,6 6.0 6.9
F 75 6.8 6,7 04 -1.2 07 Total OECD 38 2.1 9,6 3,0 6,8 6,9
IRL 69 6,2 6,0 36 22 12 CCEE 22 46 70 7.3 9,0 85
1 70 71 72 70 1,6 -0.3 OPEC 78 =27 24 5.8 45 52
;i . o " o " " Other developing countries 07 124 15 131 18 1Li
N e e . o 8~7 ‘gg — DAE’s 101 134 158 144 124 117
p 73 64 65 47 6.0 19 ~— Other Asia 176 250 89 104 138 130
FIN 7.9 72 7.0 39 18 ~1.8 — Latin America 179 203 193 16,5 92 79
S 79 73 69 52 17 03 — Africa -03 08 55 42 50 54
UK 83 73 71 -19 -03 -03 World 54 50 10,3 9,1 80 79
EUR* 74 6,9 68 05 02 03 World excluding EUR 71 101 114 108 92 91
USA 102 84 85 30 0,6 05 e :
JAP 114 9,1 8,7 ~4.8 -2.8 -2,0
! Index of export volume growth divided by index of market growth 7
(includes intra-EC trade).
2 Included in the figures for Belgium,
TABLE 33 : World balances of current account
TABLE 29 : Trade balances (fob-fob) EUR, USA and Japan* (in billions USD)*
1992 1993 1994 1995 1996 1997* 1992 1993 1994 1995 1996 1997#
as a % of GDP EUR -783 89 10,5 338 50,3 649
EUR -04 1,0 13 1.7 1.8 2,0 USA -678 -1039 -1557 -1599 -1735 -1847
USA -1.6 2,1 -25 -2 =27 2.7 Japan 1176 1315 1292 118,3 1117 948
Japan 36 33 3.1 2.8 29 27 Canada =221 239 182 -110 92 =71
in billions of USD Rest OECD 46 15 6,6 -1.6 -15 -0,1
EUR 95 709 99,1 1407 161.1 1847 Total OECD -704 -94 562 -154 223 322
USA 961 1326 1664 -1890 2024 2100 ggsg 72;‘2 7}2’2 :112; ::;2 :11;; jgz
Japan 324 M6 1459 M5 14L3 1364 Other developing countries ~ —388 477 477 404 426 476
in billions of ECU — DAE’s 44 93 43 46 4.7 65
EUR -7,3 60,5 83,4 108,2 1257 1452 __ Other Asia 29 ~195 92 49 76 69
Usa —7142 131 1401 -1453 0 1579 165 — Latin America 56 178 211 317 359 376
Japan 1022 1208 1229 108.8 1102 1072 — Affica -52 -4.1 -69 -90 -96 -104
) ) ' o i Errors and omissions S1073 664 -1140  -805 909 1052
TABLE 30 : World export prices!
(percentage change on preceding year)*
1992 1993 1994 1995 1996 1997*
Fuels -33 -9 11 18 06 28
Other primary commodities 05 13 8.5 92 29 40
Manufactures 30039 158 69 07 17 TABLE 34 : World trade balances
! In US dollars. ' o ' (fob-fob, in billions USD)*
Source : United Nations and forecasts by Commission services. o 1992 1993 1994 1995 1996 1997*
EUR -95 709 99,1 140,7 1611 184,7
USA 96,1 1326 1664 -1890 -2024 -2100
Japan 1324 1416 1459 1415 1413 1364
TABLE 31 : World GDP (at constant prices)* Canada 60 76 28 154 17 178
(percentage change on preceding year) Rest OECD 40 -24 44 -1.8 -1.3 -1.2
1992 1993 1994 1995 1996 1997* Total OECD 161 662 715 1068 1160 1277
EUR ' 10 06 28 ) '2,7 26 - 29 CCEE -8.8 -33 ~1,1 58 -6,0 55
USA 25 34 a1 32 23 12 OPEC 399 450 S04 544 363 601
Japan 1.1 02 05 04 23 26 Other developing countries 214 36 86 -534 553 624
Canada 0.7 23 45 22 20 28 — DAE’s 25 30  -107 =206 222 =262
Rest OECD 3,5 44 12 02 27 35 — Other Asia -141 283 -146 -3,1 0,1 -0,7
Total OECD 1.8 13 29 23 25 30 — Latin America 8,0 -1,0 56  -167  —~194 206
CCEE -18,0 -84 14 43 40 438 — Africa -99 -9,0 -109 -130 -138 -149
OPEC 5.8 31 26 3.4 46 49 Errors and omissions 28,7 66,5 79,1 102,1 1110 1199
Other developing countries 59 6,0 6,7 70 6,9 69
— DAE’s 6,3 6,8 79 79 74 73
— Other Asia 8,7 82 89 8,7 82 3,1
— Latin America 2,1 50 58 33 4,1 4,5
-— Africa -02 1,2 32 34 472 4,2
World 1.4 22 36 34 39 44
World excluding EUR 1.5 30 338 3,6 44 48
I o B o e T * Notes : see page 27.
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TABLE 35 : Demand components at constént prices ! and contributidns to real GDP growth 2, EUR countries and EUR, 1991-97%

BS

DK3

D**

GR’

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

-— Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

-— Equipment

Exports of goods and services
Tmports of goods and services
GDpP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
Private consumption
Government consurption
Fixed capital formation
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— Equipment
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Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
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-— Equipment
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Foreign balance

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

—- Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

1991

-15
25
=50
26
2,3
2.2

20
0.0
02

1.2
0,1
=57

-2

0.5

7.7

41

1.3

-04
0,0
1.8

5.7
=29
6.0
27
10,0
12.3
12,8
5.0

44
0.1
05

23

24
-0,7
-7.8
—4.9
15,6
10,6

2.8
5.6
1.3
38
-3.1
79
9,0
2.2

3.0
0,0
-08

1992

2,9
03
0.2
53
6.2
39
42
1.8

20
0.2

—04

1!
1.4
-72
04
134
27
0.2
0.8

0.3
0.2
13

35
2.7
35
9,7
-35
-03
22
2.2

34
0.6
0.6

1.8
-4,7
-1l
-59

6,8

23
08

04
0,6
[ K¢

2]
37
4,1
—44
=36
73
6.9
07

09
0.1
-04

—4«

—-26 —

1993 1994 1995 1996  1997*

0.7
0.8
-6,7
-1.0
-12.3
1,6
13
~-1.6

-1,7
-0,2
0.2

2.4
2.8
-23
0.8
2,0
2.0
-4,1
1.5

1.5
-0.7
0.6

02
0.5
-5.6
0.9
-14,1
-4.7
=52

—1,2

-1l

0,2
0,1

0.2
0.7
-1,0

-20
2.3
-10.5
6.5
-183
83
-5.1
-1

-3.5
-L0
33

1.3
1.5
0.5
15
0.7
8.1
72

22

12
03
0.8

76
LI
31
30
33
7.7

10,6
44

47
0.1
-0,3

09
1,0
43
7.8
-1.2
75
7.1
29

38

03
0.9

1.0
1.2
0,6
17.7
11,0
20

0.9
0.1

1,2

13
09
59
43
80
49
48
23

2,1

0,1
0,0

35
1.0
87
4,1
13,0
4.5
75

34

34
08
0.8

1.8
18
22
09
4.5
39
33

21

1,9

0.0
0,1

14
04
63
7.0
54

55

1.7

2,5
0,0
0.8

16
04
94
9.3
94
8.8
9.2
30

3.1
02
-0.3

14
05
52
38
70
5,1
50
22

20
0.1
0.1

25
13
4.7
29

6.4

53
26

24
01

03

2.7
20
17
04
50
49
52
24

23
0,1
0,1

L7
0.2
6.3
6.3
6,2
57
59
1.9

27
0,0
08

23
0.4
6.8
6.8
6,8
6,0
6,3

29

31
0,0
0.3

20
0.7
506
45
70
52
52
2,6

25
0.0
00

29
09
5,1
44
5.7

54

32

26
03

04

2,7
1.9
49
35
70
6,3
57
3.1

30
0.0
0,1

20
0.1
6.4
6,0
6,9
6.0
6.1
2.2

31
0.0
-0.9

33
0.4
6.8
6.9
6,5
6,3
75

38
00
-0,6
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. .
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Demand components
Private consumption
Government consumption
Fixed capital formation

-— Construction

— Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

— Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

— Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

— Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

Demand components
Private consumption
Government consumption
Fixed capital formation

— Construction

— Equipment

Exports of goods and services
Imports of goods and services
GDP

Contributions to growth
Final domestic demand
Stockbuilding

Foreign balance

1991 1992
14 14
2.8 35
00 31
02 25
02 41
4.1 49
30 10
0.8 13
1.3 0.8

-7 04
0.2 1.0
2.0 29
25 25

-7, =31
1.3 0,3

-175 82
5.1 13.8
14 6,3
22 39
03 1.6

03 27
23 5,1
26 1.5
] 1.0
06 -17
14 21

01 13

02 54
23 58

12 0,7
2.1 0.7

0.1 0,3

0,7 03
6.5 1,7
38 35
98 -2l
8.7 54

12 -121
6 13
8,1 02
kN 1.9
70 Lo
05 =02

4.9 1,3
31 25
1.5 17
0.2 0.6

0,0 26
06 15

47 29
4.1 2.1
2.3 2.0
2.1 1,9

03 04
05 0.6

1993

0.5
-1.8
0.8

1.4
1.3
0.8
-37
40

0.9
02
24

-34
0.7
-13,1
-0.3
-19.3
99
82

-12

-50
14
5.

=
o

19
[S]

40
4.6
10,0
=35
24
0,3

14
0.3
-1,0

09
02
=31
~-L.6
=53
1.6
-1l
0.2

-0.1

14

1994

1.5
1.2
L1
0.2
23
5.8
6.6
27

14
1.6
0.2

43
39
73
99
33
139
119
6.7

4.1
-0.8
3.

09
0.0
-0.1
-52
53
1.
838

Rl

0.6
0.3
03

0.1

4,1

2,1
09
3.0
4.6
03
58
75
27

2,0

04

1995

I
o

20
30
0.6
6,0
6.5
50
2.8

0.1
04

4.1
8.2
9.0
7.0
10.1
98
6.7

42
0.8
1.8

12
~0.8

53
-1.0
4
147
10,4

24
19
44
4.1
49
40
42
3.1

12,5
6.7
7.1
30

1996

2.1

36
1.2
70
3.
54

23
0.1
-0.1

0.1

0.8
9.3
9.0
6,6
3.0

2.0
0.1
0.9

0.5

19975
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TABLE 35 (continued)
1991 1992 1993 1994 1995 1996 1997* 1991 1992 1993 1994 1995 1996 1997+
A*  Demand components S?  Demand components
Private consumption 29 1,9 0,2 2,5 2.4 2,5 2,7 Private consumption L1 —14 37 0.5 0.6 1,1 1.9
Government consumption 31 24 30 22 L5 1,5 L5 Government consumption 32 00 06 -10 -13 07 06
Fixed capital formation 63 13 -21 108 42 39 45 Fixed capital formation -84 -108 -176 -04 102 94 6.3
— Construction 62 49 22 123 1.1 0.8 1.3 — Construction 52  -77 -192 -115 05 52 4.1
— Equipment 65 -36 -82 88 87 82 86 — Equipment ~119 -160 -147 181 224 138 85
Exports of goods andservices 59 28 -0 49 65 66 6.9 Exports of goods and services -24 23 76 139 122 84 70
Imports of goods and services 6.3 26 06 78 79 66 6.5 Imports of goods and services ~ -5.0 L1 28 132 70 64 6.3
GDP 29 1.8 01 3,0 24 2,5 2.8 GDP -1 -4 26 22 3.7 26 25
Contributions to growth Contributions to growth
Final domestic demand 38 19 0,1 45 2.8 2.7 30 Final domestic demand -04 29 52 -0l 1,4 1.8 1.8
Stockbuilding 09 01 01 L0 00 01 02 Stockbuilding 171 03 14 00 04 01
Foreign balance -02 01 02 -14 09 02 00 Foreign balance 10 04 2% 09 22 13 0.8
P®  Demand components UK® Demand components
Private consumption 48 37 04 02 15 21 24 Private consumption =22 00 26 31 20 22 22
Government consumption 30 1.4 0,0 1,5 20 1.0 1,0 Government consumption 26 00 0.6 20 0.6 0.6 0.6
Fixed capital formation 24 54 48 22 15 89 9.5 Fixed capital formation -95 -2 03 37 28 60 44
— Construction 4,7 54 -10 35 92 93 9,7 — Construction -84 00 06 21 -0l 42 4.1
— Equipment -0,1 54 92 1.2 6,0 85 9,2 — Equipment -108 27 1,6 58 0,6 81 47
Exports of goods and services 05 el 51 117 115 120 87 Exports of goods and services 0.7 3.1 30 82 53 6l 6.0
Imports of goods and services 54 1L,1 =320 103 107 111 9.2 Imports of goods and services -53 63 29 6! 27 44 42
GDP 2.1 Lr =12 i1 27 3.1 33 GDP =20 05 2,0 38 2,6 27 2.7
Contributions to growth Contributions to growth
Final domestic demand 45 45 -12 07 34 42 47 Final domestic demand 27 02 18 30 19 25 22
Stockbuilding 04 0.6 0.2 12 03 0,1 0,2 Stockbuilding -0,6 0.6 03 04 01 02 0.0
Foreign balance 28 40 01 08 -1 12 -6 Foreign balance L5 -1 01 04 06 04 05
FIN8 EURY
Demand components Demand components
Private consumption 36 49 29 1,8 50 42 33 Private consumption 22 8 03 1.6 19 2.2 24
Government consumption 25 22 53 06 05 04 00 Government consumption 18 L7 12 10 10 11 1.2
Fixed capital formation 203 -169 -192 22 105 220 154 Fixed capital formation 06 -09 -66 25 45 44 5.1
— Construction -145 -173 -188 56 15 14 11,3 — Construction 0,5 09 34 24 1,9 2.2 37
— Equipment =302 -160 20,0 49 276 319 20,5 — Equipment -06 -33 -106 2,6 8,0 74 6,8
Exports of goods and services -66 100 167 125 112 51 50 Exports of goods and services 48 35 17 88 13 63 62
Imports of goods and services -11,7 1.1 07 126 120 118 7,7 Imports of goods and services 38 37 26 78 60 58 5.7
GDP =71 36 12 40 48 44 41 GDP 1.5 10 06 28 2.7 26 29
Contributions to growth Contributions to growth
Final domestic demand 68 -11 66 04 4,1 56 46 Final domestic demand L5 12 -14 16 22 24 2,7
Stockbuilding 2.4 0.7 0.5 22 0.2 03 0,0 Stockbuilding 03 D0 07 09 0.1 0.0 0.0
Foreign balance 14 2,1 43 0.8 05 -6 06 Foreign balance 03 02 1.5 03 04 0l 0.1
I Percentage change on preceding year. 71988 prices.
2 Change as a percentage of GDP of preceding period. 8 1990 prices.
3 1980 prices. 5

1991 prices.
1983 prices. 91 prices

[N

1985 prices. Source : Commission services.

6 1986 prices. * Notes : see here under.

Notes on technicalities, concepts and sources

4. Technical Notes
The world geographical zones are defined as follows :
® Rest OECD: Norway, Switzerland, Iceland, Turkey, Mexico, Australia and
New Zealand.
OECD : EC, USA, Canada, Japan, Norway, Switzerland, Iceland,
Australia, New Zealand and Turkey
o Countries in Central and Eastern Europe (CCEE) :
Bulgaria, Czech Republic, Slovakia, Hungary, Poland,
Romania, former USSR and Yugoslavia
e 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, Traq, Kuwait, Qatar, Saudi Arabia and UAE
® Latin America : all except Ecuador and Venezuela
e Africa : all except Algeria, Gabon, Libya and Nigeria
In the ESA definition of “General Government” social security is included but pu-
blic enterprises are excluded.
The employment statistics refer to the number of occupied persons exceptinthe Ne-
therlands where they refer to man-years.
In the “imports” and “exports” tables, the EC figures include both intra- and extra-
Community trade.

1. Directorate General 1l “Economic and Financial Affairs” regularly produces, un-
der its own responsibility, short-term economic forecasts. These forecasts cover
the principal macro-economic aggregates of the Member States and of the Com-
munity as a whole, in addition to the international environment. Although the fo-
recasts primarily serve as asupportto theinternal work of the Commission and its 4
services, they also form the subject-matter of aregular publication in the Supple-
ment A series “Economic Trends” of “European Economy”.

2. Concepts and sources

The sources for the tables and graphs are the Commission’s services, except whe-
re otherwise indicated. .
The historical part of the time series presented in the tables (in the present case,

until 1993) is based on ESA national accounts (European System of Integrated 4
Economic Accounts) whichare published once ayear by Eurostat. In the prospec-
tivepart (1995 estimates, 1996 forecasts and 1997 scenario of unchanged econo-
mic policies) the concepts are generally in line with national economic accoun-
ting practice and, therefore, do not always follow the ESA definitions.

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

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

dards (PPS). For aggregates at constant prices, PPS weighted national currency is
used. The aggregation in the tables “Current Balance as % of GDP’ and “GNP at
Market Prices’ is made using current exchange rates.

German data as well as EUR figures include the new German Linder from 1991 on-
wards; for percentage changes from 1992 onwards.

Forecasts for year 1997 should be treated as a scenario based on the “unchanged
economic policies™ assumption.
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Principal economic policy measures — October 1995

Community (EUR-15)

11,710 Commission adopts its communication "The European Employment
Strategy: Recent Progress and Prospects for the Future”

23.10 EcoFin Council warmly welcomes the Finnish convergence pro-
gramme.

Belgium (B)

16.10 The Bank of France reduces the 24-hour lending rate from 7.25% to
7.00%.

17.10 The increase in the flat-rate contribution to the cost of hospital treat-
ment should yield almost FF 1.5 billion for the sickness insurance scheme.
The setting of a historically low reference rate for hospital expenditure is a
sign of the determination to control health expenditure.

3.10 The government presents the draft budget for 1996 to Parliament. Feder- Ireland (IRL)
al government expenditure is estimated at 46.6% of GDP (48.3% in 1995) and None.
revenue at 43.9% of GDP (44.1% in 1995), resulting in a Federal budget defi-
cit of 2.6% of GDP and a general government deficit of 3% of GDP. The debt/ galy )
one.

GDP ratio s put at 131.1% for 1996 compared with 134.2% in 1995. On the
expenditure side, the government estimates that it will save BFR 8.5 billion
on interest charges. The various ministries have to contribute BFR 16 billion,
while BFR 21 billion will come from a reduction in social security expendi-
ture. As regards revenue, the standard rate of VAT will go up from 20.5% to
21% (yielding BFR 9.5 billion), excise duty on petrol will be increased in two
stages (BFR 16.5 billion) and the registration tax on diesel cars will rise
(BFR 7.9 billion). The withholding tax on investment income will go up from
13.39% to 15% (BFR 6 billion). Lastly, the government will step up its fight
against tax evasion and avoidance (BFR 3.5 billion). The government’s job—
creation measures include extending the period for which lower social secur-
ity contributions can be paid in some sectors (Maribel) and reducing social
security contributions for a self~employed person who recruits his first em-
ployee ("Plan Plus un™) or for the recruitment of an unemployed young per-
son ("Emploitremplin’); the measure which reduces social security contribu-
tions on low wages is broadened.

4.10 The central bank cuts its central rate from 4.10% to 4.05%.

Denmark (DK)

5.10 The central bank lowers the repo rate by 10 basis points to 5.30%.

16. 10 Parliament approves a government proposal for a top marginal tax rate
of 62% in 1996.

Germany (D)

Luxembourg (L)

20.10 The government approves a draft bill adjusting civil servants’ pay for
the period 1995 to 1999. The measure will cost this year's budget an addi-
tional LFR 607 million, and an estimated LFR 1.25 billion for 1996,
LFR 1.93 billion for 1997, LFR 2.5 billion for 1998 and LFR 3.3 billion pour
1999.

Austria (A)

12.10 The Austrian coalition government fails to agree on a budget for 1996
and agrees on the dissolution of Parliament.

13.10 The Austrian Parliament decides to call for new general elections on
17 December 1995. Before its dissolution, some urgent laws were passed, the
most important ones being those permitting the 1995 budget to be overdrawn
by OS 23 billion (1% of GDP), authorizing the sale of the [Hlwerke power sta-
tion (OS 3.7 billion) and enabling some additional investments for the public-
ly owned post office.

Netherlands (NL)

10.10 The coalition parties agree on the introduction from 1 January 1996 of
a general energy tax the proceeds of which will reduce personal and company
tax and social security charges. In its draft budget for 1996, the government
had planned an energy tax for households and small consumers, whereas the

None. present agreement concerns all consumers. This measure is expected to raise
HFI. 1.28 billion, HFL 80 millions of which will come from large-scale con-

Greece (GR) sumers.

None. 19.10 The Nederlandsche Bank reduces its rate for special advances from

Spain (E) 3.80% to 3.70%.

30.9 The Spanish government approves the “supplementary budget law for
1996 relating to structural reforms in the areas of transport, housing land and
professional associations.

25.10 The Spanish Parliament rejects the government’s draft budget for 1996.
As a result, the 1995 budget will automatically be rolled over into 1996.

France (F)

2.10 The government will make a payment to owners of cars more than eight
years old who decide to have it scrapped in order to buy a new one. The pay-
ment is FF 5 000 or FF 7 000, depending on the category of vehicle pur-
chased. In addition, capital gains on the disposal of holdings in SICAVs
(open—ended investment compantes) will be exempt from tax if the sale
yields less than FF 100 000 and if the sum realized is used to purchase a new car.

Portugal (P)
None.

Finland (FIN)

5.10 The Bank of Finland cuts its tender rate to 5.5% from 6.0%.

5.10 In accordance with the proposal of the Board of the Bank of Finland, the
Parliamentary Supervisory Board cuts the base interest rate from 5.25% to
5%, with effect from 1 November 1995.

18.10 The government adopts its multiannual employment programme for
the years 1996-99. The key measures of the programme are directed towards
easing taxes on labour, promoting enterprise, increasing the provision of
education and training, and stimulating construction activity.

6.10 The Bank of France replaces its 5 to 10 day emergency lending facility, Sweden (S)

set at 6.15%, with a 24-hour facility at the same rate. None.

9.10 Since the technical measure taken on 6 October was not sufficient to curb

speculation against the franc, the Bank of France raises its ceiling rate by United Kingdom (UK)
110 basis points. None.
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