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Reality check required
Today, many business leaders express 
disenchantment with Europe. Our forecast, 
however, suggests that businesses’ worst 
fears will not be realized. 

“Despite the indisputable problems 
in the Eurozone, this edition of 
the EY Eurozone Forecast does 
find some reasons to be positive.”

Mark Otty, Area Managing Partner, 
Europe, Middle East, India and Africa
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Crisis turning to recovery — 
but the Eurozone remains 
vulnerable 
Overall, we expect Eurozone GDP growth to 
pick up from 0.8% in 2014 to 1.2% in 2015, 
and then 1.6% a year in 2016–18. After two 
years of falling output, the return to growth 
is welcome. But the Eurozone still faces 
substantial challenges in the short and 
medium term.
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As the latest growth figures come in, it seems clear that 
the economic pickup across the Eurozone in the first half 
of 2014 was something of a false dawn. We lowered our 
forecast for 2014 as a whole in September, and we’ve had 
to lower it again for this edition. We now expect GDP growth 
for the Eurozone of 0.8% in 2014, slightly down from the 
0.9% we saw in September. 

By contrast, growth in the UK and the US is starting to look 
a lot more promising. Whereas the Eurozone is forecast to 
grow by only about 1.5% a year in 2015–18, the US should 
see annual growth of nearly 3%, with the UK not far behind. 

So why is the Eurozone still struggling to keep its head 
above water? The tension between Ukraine and Russia 
has caused a lot of problems. The sanctions that the 
European Union (EU) and Russia have imposed on each 
other are making life difficult for businesses. In Germany, 
the Eurozone’s keystone economy, it has been estimated 
that the cumulative effect of the sanctions might knock up 
to 1% off the country’s GDP in 2015. Meanwhile, the single 
currency’s second-largest economy, France, is still dogged 
by weak growth. In addition, we think that the Eurozone’s 
policy-makers still need to make more extensive reforms 
in order to create a better environment for businesses.

Across the region as a whole, the threat of deflation may 
be abating, but inflation is set to remain very low into the 
medium term. Our forecasts suggest that inflation will only 
approach the ECB’s target of close to 2% in 2018. Compare 
this with a rate of nearly 2% in the US for this year. 

Beyond the Eurozone’s borders, the emerging market 
economies are still looking less buoyant than in the past —  
and this is hurting exports. At the same time, the growth 
and rising incomes in the UK and US is better news 
for exporters.

But despite the indisputable problems in the Eurozone, 
this edition of the EY Eurozone Forecast does find some 
reasons to be positive. And we urge business leaders to 
think carefully both about how they can make the most of 
the current situation, but also to consider how they can help 
improve things for the future. 

We think that 2015 holds a lot of promise. The euro is still 
relatively strong, but it has begun to weaken, and the effects 
of this should begin to be felt more substantially next year. 
Several Eurozone governments are beginning to ease 
austerity programs, which should help domestic demand to 
grow. The sharp fall in world oil prices will also be welcome 
news to both households and businesses. On top of this, the 
results of the European Central Bank’s asset quality review, 
released in October, were reassuring and will help to restore 
confidence in banking across Europe. 

As we’ve been reporting for some time now, the Eurozone 
nations that went through the most pain, but did make 
necessary reforms — Spain, Ireland, Portugal and Greece —  
are showing very promising growth that is looking more 
stable every month. The countries that were less prepared 
to take the hit, such as France and Italy, are looking very 
slow in comparison. 

So amid the gloom there are glimmers of hope. Nevertheless, 
our forecast also warns that the Eurozone economy does 
remain vulnerable. And even the news of strong growth 
in some of the periphery is undercut by very high 
unemployment — a problem that will not disappear overnight. 

We can only hope that the Eurozone turns over a new leaf 
with the new year — and that 2015 delivers on its economic 
promise. I am sure that you will find this December edition of 
the EY Eurozone Forecast interesting and useful. Please do 
visit ey.com/eurozone to check for additional information on 
the forecast and to access the 18 individual country reports. 
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Highlights

Growth to pick up again in 2015 
after recent slowdown …

• After a relatively encouraging first 
three quarters, the final months of 
2014 have seen the pace of recovery 
slow and a revival of fears about the 
Eurozone’s long-term future. We agree 
that substantial risks to the recovery 
remain, and that major obstacles to 
growth need to be tackled if Eurozone 
economies are to prosper in the 
medium term. 

• But 2015 should see several headwinds 
turn to tailwinds — including the lagged 
effect of a weakening euro, easing fiscal 
austerity and more certainty in the 
banking sector. These factors, together 
with sharply lower oil prices, will support 
a strengthening Eurozone recovery. 

• We expect GDP growth to pick up from 
0.8% in 2014 to 1.2% in 2015, and then 
1.6% a year in 2016–18.

... as exports grow and business 
confidence is restored

• Despite slower growth in the emerging 
markets, the Eurozone will enjoy 
stronger export demand in 2015, as 
the US and UK recoveries continue and 
a weaker euro offers relief to less 
competitive economies. Export growth 
should rise to 3.7% in 2015 and over 4% 
the year after. 

• Furthermore, with the European 
Central Bank (ECB) asset quality 
review (AQR) helping to restore 
confidence in the banking sector, as 
well as complementary measures to 
boost liquidity, rising business 
confidence should be met with more 
readily available finance from 2015 
onwards.

Rising domestic demand and an 
improving labor market should 
support growth …

• Barring further economic shocks, the 
Eurozone’s recovery should become 
more domestically driven. Households 
are set to receive a substantial boost 
from energy prices that are lower than 
anticipated — the weaker outlook for oil 
prices should boost net household 
income by at least 0.3 percentage 
points in 2015 relative to our 
September forecast. 

•  Moreover, although unemployment 
remains near record levels in a number 
of countries — over 24% in Spain and 
26% in Greece — the labor market has 
been improving tentatively throughout 
2014. With businesses investing and 
hiring more confidently in the years 
ahead, the labor market should 
continue to improve. These factors 
will support a more robust pace of 
household spending growth — up from 
0.7% in 2014 to 1.3% in 2015 and then 
1.4% a year in 2016–18.

… but the Eurozone is still 
vulnerable

• The recovery that started across the 
Eurozone in mid-2013, but which has 
faltered several times since then, is 
therefore expected to continue in the 
coming years. But the legacy of the 
crisis means that the recovery will be 
slower than previous rebounds. Member 
states, households, businesses and 
governments will all need to restrain 
spending growth in order to reduce debt 
levels. The pace of Eurozone growth in 
2016–18 will be more than half a 
percentage point slower than in the 
decade up to 2007, when GDP growth 
averaged 2.3% a year.

• More worryingly, policy-makers have 
much-diminished weaponry to tackle 
further shocks. With seven Eurozone 
member states’ public debt above 90% 
of GDP and five above 100%, 
governments have minimal room for 
fiscal stimulus. And in the event that 
inflation fails to pick up as anticipated 
in the coming years, it is unclear 
whether a large-scale sovereign bond 
purchase program would be as powerful 
as it might have been a year or two ago. 

• Although the Eurozone looks set to 
continue its recovery from the last 
crisis, there are worrying question 
marks about its ability to deal with 
future shocks.
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 Unemployment

20
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  11.6%

GDP 
(annual change)

 0.8% 1.2% 1.6%

Exports of goods and services
(annual change)

 3.4% 3.7% 4.0%

Eurozone forecast by sector 
(% change)

2014 2015

  Manufacturing 0.5 1.2

  Agriculture 0.3 1.3

  Construction 1.5 1.7

  Utilities 0.9 1.7

  Trade 0.9 1.4

          Financial and business services 8.2 1.5

  Communications 1.7 2.4

  Non–market services 0.4 0.4

2014 2015 2016–18

2014 2015 2016–18

  Inflation

20
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20
15

  0.7%

   Exchange rate 
(against US$)

20
14

  1.33
       

20
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  1.24
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Implications for businesses:

Reality check required
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Reality check required

A sense of disappointment

Today, many business leaders express disenchantment with Europe. 
Seven years after the financial crisis broke, they see strong recovery 
in the US and UK. But after an uptick during the first half of 2014, 
growth in the Eurozone has again faltered, and some commentators 
have even suggested the single currency area could be heading for 
a prolonged period of deflation and economic stagnation.

Our forecast, however, suggests that businesses’ worst fears will not 
be realized. We believe the Eurozone’s nascent recovery will gain 
strength, though long-term growth rates are likely to remain weak 
by historical standards.

So business executives need to do two things. First, they need 
to take a long, cool look at what is happening in the Eurozone 
economy, think through the implications for their businesses, and 
then implement appropriate strategies. And second, they need to 
engage energetically and effectively with political leaders, explain 
what policies are needed to rebuild prosperity, and keep on 
explaining until inertia is supplanted by action to deliver the full 
potential inherent in the EU project.

Serial setbacks

Disappointment and frustration are understandable among those 
who have committed time, energy and corporate assets to doing 
business and creating prosperity in Europe. After an encouraging 
start to the year, expansion in the Eurozone, which last year 
accounted for more than a fifth of global GDP, has slowed. We now 
think growth in Eurozone GDP this year will be just 0.8%, even lower 
than the 0.9% we predicted in September.

What’s gone wrong? One serious setback has been the situation in 
Ukraine, which has triggered mutual sanctions by the EU and 
Russia, and related ongoing military and political tension. The 
German Government thinks that sanctions will trim GDP in its 
economy by 0.3%. But German businesses reckon that with 
knock-on effects, German GDP could take a 1% hit. Owners of 
German mid-market companies that do business with Russia are 
very concerned about the situation and often unsure how best to 
adapt.

Meanwhile, slower growth in China and across the Asia-Pacific region, 
key destinations for many Eurozone investments and exports, 
remains a concern. Very weak growth in France, Europe’s second-
biggest economy and Germany’s biggest trading partner, worries 
executives everywhere, as does the slow and uncertain pace of 
reform in France and Italy, which is still contracting.

Add tensions over the UK’s continued EU membership and doubts 
over the ability and determination of policy-makers to fix the EU’s 
problems, and the balance sheet looks gloomy.

There is some good news

But executives also need to count the positives. Renewed hiring and 
growth in Ireland, Spain, Portugal and Greece (and the UK) show 
that reform works. The value of the euro is falling as the ECB hints 
at further monetary easing — a boost for exporters. And we think 
the 30% fall in the price of oil should add at least 0.3% to Eurozone 
household income and GDP. So we now forecast Eurozone GDP 
growth next year of 1.2%, followed by 1.6% in 2016 and thereafter.

That is a substantial improvement on what the Eurozone is achieving 
today, but compares poorly with growth-driven opportunities in 
other developed economies, as well as China, India and many other 
emerging markets. So any international business with a Eurozone 
presence needs to think hard about where it is going to focus 
future investment.



9EY Eurozone Forecast December 2014

Viewpoint

Andy Baldwin 
EMEIA FSO Managing Partner  
abaldwin@uk.ey.com

As winter sets in, the economic temperature continues to vary widely 
across Europe. There is a marked distinction as countries that have 
embarked on structural reform are generally outperforming those that 
have not. This is likely to mean that the current environment of low 
interest rates will continue and business lending will not rebound until 
next year — and even then, only modestly. We expect some areas of 
lending — notably to SMEs — will continue to lag behind the market as a 
whole.

The threat of deflation is keeping Eurozone base rates at 0.25% and 
prompting ECB action in the covered bond markets. The US Federal 
Reserve is exiting from quantitative easing (QE), and the Bank of 
Japan is escalating its asset purchase program. Rarely has there been 
a time in recent years when the policies of the world’s central banks 
have been so divergent.

Against this background, the ECB has announced the results of its 
AQR and stress tests. It sought to draw a line under the uncertainty 
of European banks’ stability before taking over as sole regulator in 
November. There were no big surprises in the results. The number of 
banks needing to raise capital came in at the top end of expectations, 
but the overall capital shortfall was smaller than feared.

On balance, the AQR exercise has brought some of the hoped-for 
improvement in confidence to the European banking system and 
helped to create a more robust platform for banks to lend and 
support the recovery. Capital positions have also improved, due to 
the significant amount of deleveraging that has already taken place 
preceding and during the AQR exercise.

But to kick-start Eurozone growth more is needed — and all eyes are on 
the ECB. It has already engaged in “QE-lite” through its covered bond 
purchases and fixed-rate loans to banks. The question is, what further 
steps can and might it take to speed up the recovery?

The answer may be influenced by the advent of Jean-Claude 
Juncker’s new European Commission (EC), with its strong mandate to 
promote jobs and growth, and hopefully a free-market-minded 
Commissioner for Financial Services. The proposals on the creation 

of European Capital Union are particularly exciting, given Europe's 
dependence on bank-originated lending.

The hope is that the new EC will support the steps needed to help the 
industry as a whole build on the AQR and play its full part in acting as a 
catalyst for stimulating the Eurozone economy. 

These steps should include:

• Removing red tape and taking a measured and balanced approach 
to regulation.

• Promoting the global competitiveness of Europe’s financial 
services industry.

• Balancing the need to address historical issues while ensuring the 
future focus is on the conduct agenda.

• Encouraging greater diversity in a European long-term 
funding environment.

As the new global and European regulatory framework introduced after 
the crisis becomes more established, the hope is that focus will shift 
toward enabling banks to create jobs and growth in the “real economy”.

While we believe these goals are achievable, there are a number of 
hurdles still to overcome. The ongoing geopolitical crisis, expansion 
of economic sanctions, and navigating the US regulatory system 
will provide particular challenges to the European financial services 
industry. The environment is accelerating the general retrenchment 
and operating-model simplification by a number of banks.

So challenges remain. But overall, the hope is that the AQR and stress 
tests have gone some way to restoring some comfort in the stability 
of the banks’ capital position. Now they can refocus their attention on 
how to enable banks to apply that capital to foster economic growth.

The EY Eurozone Forecast: Outlook for financial services explores the 
implications of the latest Eurozone economic forecasts for banks, asset 
managers and insurers. Learn more and download the latest report at 
ey.com/fseurozone.
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Reality check required

Weighing growth and investment options

International companies operating within the Eurozone must 
weigh where they will get the best returns on investment and the 
strongest future growth. Projects put forward by managers in the 
Eurozone will compete with options in other EU locations, such 
as the UK, and other large, open and developed economies, 
notably the US.

Comparing trends in the value of retail sales in these three 
economies is telling. In the US, the value of retail sales surged by 
4.2% last year, is on course for 3.9% this year, and will likely hit 4.5% 
in 2015. UK retail sales growth also offers good opportunities — 
it approached 3.7% in 2014 and will probably top 3% in 2016. 
By contrast, Eurozone retail sales fell 0.3% last year, may creep up 
0.7% in 2014, and inch ahead only 1.4% in 2015.

Poorer prospects within the Eurozone are being reflected in 
corporate investment decisions. In 2013, investment growth in 
real terms in the US was 2.7% and in the UK 3.2%, while in the 
Eurozone it fell 2.4%. In 2014, it looks to have ticked up in the US 
and stagnated in the Eurozone, while the UK heads for a whopping 
8.5% surge. Looking ahead, we expect investment growth of around 
6% in the US and UK, and a gradual recovery toward half of that in 
the Eurozone by 2017.

Battling for sales, companies in the Eurozone are unable to raise 
prices. Inflation is approaching 2% in the US and likely to reach 
similar territory in the UK, from a probable 1.6% in 2014. But 
Eurozone inflation will probably reach only 0.5% this year, remain 
weak in 2015 and only recover to more normal levels in 2016. 

A healthier business environment in the US and UK should enable 
business operations there to maintain or enhance their margins. 
But in the Eurozone, companies are battling for market share while 
prices stagnate. To avoid margin erosion they must reduce costs, 
either through efficiency gains or consolidating rivals, which may 
enhance pricing power over both customers and suppliers.

Costs, consolidation and strategic growth

Many European companies are flush with cash. Valuations have 
become more realistic. Business leaders should now weigh strategic 
acquisitions as well as organic growth opportunities.

According to Moody’s Investor Services, acquisitions by European 
companies reached US$788b in the first 10 months of 2014, the 
highest since 2008. And acquisitions by German companies in the 
US exceeded those they made in Europe for the first time in a 
decade.

Today, executives must anticipate the preference of activist 
shareholders for dividends and share-buybacks, rather than 
international mergers and acquisitions (M&A). Yet EY’s October 
Capital Confidence Barometer confirmed that the search for 
acquisitions to access new markets has intensified. 

Europe is still a huge market. In the absence of expansion many 
sectors are becoming increasingly competitive. That opens the door 
to bolt-on acquisitions. Buying an over-leveraged business in Spain 
or Portugal may give access to low-cost production and to markets 
in Latin America or Africa. With downward pressure on prices 
throughout the Eurozone, cutting costs remains a priority. 
Consolidating a rival may help. 
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Viewpoint

Vitas Vasiliauskas 
Chairman of the Board of the Bank of Lithuania 

On 1 January 2015, Lithuania will become the 19th member of the 
Eurozone. Having celebrated the 10th anniversary of our EU 
membership earlier this year, the euro introduction marks Lithuania’s 
natural next step toward deeper economic convergence. In the context 
of the current geopolitical environment, this step is all the more 
relevant today.

We have carefully assessed both the likely benefits and costs of 
adopting the euro. Therefore, I can firmly say: yes, the Eurozone is an 
expensive club to join, but the attractiveness of introducing the single 
currency for Lithuania is obvious.

The experience of other Eurozone countries suggests that by reducing 
the remaining frictions and barriers in the economy, the common 
currency is likely to increase our foreign trade by 5%–10%. In addition, 
we expect that the elimination of foreign exchange risk will lead to lower 
interest rates on loans to Lithuania’s non-financial corporations and 
households. As a result, in the medium term (2015–22) the euro should 
boost Lithuania’s real GDP by around 2%.

According to our estimates, the positive economic effect of the single 
currency is expected to exceed the one-off euro adoption costs and 
additional financial contributions to international institutions almost 20 
times over. 

And I strongly believe that Lithuania is not the only winner from the 
enlarged euro club. In Lithuania, the Eurozone and the banking union 
are gaining a member that is competitive, financially disciplined and 
responsible. Lithuania’s membership in the euro area also completes 
the entry of the Baltic region as a whole.

Having overcome the recent severe economic crunch, Lithuania 
will introduce the euro from a strong and sustainable position. Our 
economy now exceeds the pre-crisis level of output without any major 
imbalances and cyclical gaps. According to our latest forecasts, and 
those of the EC, even after taking into account the impact of the recent 
trade restrictions, Lithuania is expected to remain one of the fastest 
growing economies in both the EU and the Eurozone. Our next key task 
is to maintain the recent economic policy path, and to remain vigilant.

In the light of the current geopolitical environment, it is indeed the case 
that Russia is our most important export market. Around 20% of 
Lithuania’s total exports of goods and services go to Russia. Due to the 
trade restrictions, Lithuania might lose up to 3.6% of its total exports. 
However, two thirds of the restricted exports are re-exported goods and 
those goods create much less value than the exported goods that are 
produced in Lithuania.

I was recently asked whether the Bank of Lithuania is going to be a 
hawk or a dove in the ECB Governing Council. Given the fact that all the 
members of the Council make monetary policy decisions taking into 
account the situation in the Eurozone as a whole, I do not think that it 
makes sense to align oneself with either view a priori. In this regard I 
can, however, assure everyone that we are institutionally well-equipped 
and fully prepared to contribute to the common goals.
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Reality check required

Seeking tomorrow’s value sources

Such moves should be examined as part of a root-and-branch 
review of the value chain. Shifting exchange rates, and declining 
energy prices and real wages, combined with enhanced labor 
flexibility in some countries, continue to strengthen the attractions 
of some Eurozone locations for certain activities.

The realization that growth in tomorrow’s Europe will be different 
should be a cue to overhaul business models for many companies. 
What does your business really need to do, and where? What 
services should be shared across borders? How will slower long-
term growth gel with megatrends such as increased outsourcing, 
the digital transformation, and the creation of smart factories 
where computers orchestrate efficiency out of complexity?

Plotting a course for prosperity

Sources of growth are shifting. Here are some of the deep-seated, 
far-reaching changes that every board and every executive should 
be building into corporate planning:

• Climate change and concerns over the reliability of Russian 
energy supplies are spurring the Eurozone energy transition. 
The rise in renewables will be followed by smarter, more 
integrated grids. In addition, technology is enabling a 
transformation in the delivery of health care.

• The pressure on governments to provide more effective services 
at lower cost, in new ways, is reviving opportunities in public 
sector markets. And a similar search for better ways of doing 
things is driving vanguard companies to seek out and collaborate 
with the pioneering businesses now gaining momentum in a slew 
of emerging European digital innovation hubs.

• Paradoxically, the ways in which Europeans generate wealth 
are changing, yet prosperity is rising only gradually. Productivity 
growth disappoints. Both consumption and investment appear 
to be held back by lack of confidence and opportunity.

• As the Organization for Economic Co-operation and Development 
(OECD) reminded us in early November, the risk of stagnation in 
the Eurozone is weighing on growth worldwide. Cutting deficits, 
it said, should sometimes take second place to restoring 
business confidence. 

• Today, continental Europe is dropping off the investment radar for 
many international companies. Eurozone policy-makers need to 
understand that they — not businesses — hold the keys to 
restoring confidence by creating an environment in which 
business can thrive anew.

• Carrying through structural reforms, cutting levies on labor, 
ditching unnecessary red tape and inaugurating a transatlantic 
trade and investment partnership (TTIP), along with completion 
of the single market, would unleash growth like that enjoyed by 
the US and UK. 

Business leaders must act now — calmly, thoughtfully and 
carefully — in order to tailor their operations to the Eurozone 
outlook. But they should also press policy-makers harder to clear 
away the obstacles to growth.
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Today
Make sure that you assess and address risks to protect your business 
in the near term. In particular have you:

• Reset your business plans in light of weaker performance in key 
European economies?

• Insulated your business against the consequences of deflation?

• Addressed how the weakening euro will affect your operations, 
profits and debts?

• Calculated how falling oil prices will impact your business and 
its profitability?

• Reviewed supplier contracts to ensure they are adapted to 
these changes and are flexible enough to ensure they remain 
appropriate?

• Ensured your operations and supply chains are complying 
with sanctions?

• Informed investors of any material change to corporate prospects 
arising from slower-than-expected Eurozone growth?

Tomorrow
Decision-makers need to develop strategies that will enable their 
businesses to thrive both in and beyond a slow or even no-growth 
Eurozone. In particular, are you:

• Reviewing investment plans in light of prospects within the 
Eurozone and elsewhere?

• Evaluating M&A prospects that could help achieve business 
development objectives?

• Cutting costs and enhancing business efficiency in anticipation 
of intensifying competition within the Eurozone?

• Reshaping your business model to focus on what you do best?

• Positioning your business to profit from opportunities arising 
from megatrends?

• Connecting with digital innovators who could offer new solutions 
to your long-standing problems?

• Exerting all your influence to help policy-makers understand how 
to unshackle business within the Eurozone?

Key questions for businesses



14 EY Eurozone Forecast December 2014

Crisis turning to 
recovery — but 
the Eurozone 
remains 
vulnerable 
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Table 1 

Forecast for the Eurozone economy (annual percentage changes unless specified) 
2013 2014 2015 2016 2017 2018

GDP –0.4 0.8 1.2 1.6 1.6 1.6

Private consumption –0.6 0.7 1.3 1.4 1.4 1.4

Fixed investment –2.4 0.0 0.9 2.7 2.6 2.5

Stockbuilding (% of GDP) –0.2 0.0 0.1 0.1 0.1 0.1

Government consumption 0.2 0.8 0.3 0.5 0.7 0.8

Exports of goods and services 2.1 3.4 3.7 4.1 4.0 3.8

Imports of goods and services 1.2 3.5 3.6 4.1 3.9 3.8

Consumer prices 1.3 0.5 0.7 1.3 1.5 1.6

Unemployment rate (level) 12.0 11.6 11.4 11.1 10.8 10.5

Current account balance (% of GDP) 2.0 2.2 2.3 2.3 2.2 2.2

Government budget (% of GDP) –2.9 –2.5 –2.1 –1.7 –1.4 –1.1

Government debt (% of GDP) 93.1 96.2 97.7 98.0 97.8 97.1

ECB main refinancing rate (%) 0.5 0.1 0.1 0.1 0.2 0.8

Euro effective exchange rate (1995 = 100)* 120.8 123.4 119.2 117.2 116.6 116.2

Exchange rate (US$ per € ) 1.33 1.33 1.24 1.21 1.20 1.19

*A rise in the effective exchange rate index corresponds to an appreciation of the euro. Source: Oxford Economics.

 

Hope for a renewed recovery in 2015

In spite of a weak patch in the final quarter of 2014, which may 
extend into the early months of the new year, we remain positive 
about the chances of a renewed recovery in the Eurozone in 2015. 
Some of its trading partners are indeed slowing, but others are 
gaining momentum and the weaker euro will aid exporters. Along 
with improving access to finance, this should spur businesses to 
increase capital spending and hiring. In turn, this will support the 
ongoing healing in labor markets and household finances. However, 
growth prospects vary by country. The states that have done most 
to boost competitiveness — Spain and Ireland in particular — are 
set to enjoy faster recoveries than those where less ambitious 
measures have so far been implemented, such as France and Italy.

Overall, we expect Eurozone GDP growth to pick up from 0.8% in 
2014 to 1.2% in 2015, and then 1.6% a year in 2016–18. After 
two years of falling output (and many more in some economies) the 
return to growth is welcome. But the Eurozone still faces substantial 
challenges in the short and medium term — including the need for 
households, firms and governments to reduce high debt burdens. 
Furthermore, with limited fiscal room and question marks over the 
efficacy of any future sovereign bond purchase program, there is 
uncertainty about the Eurozone’s capacity to deal with future shocks. 

Figure 1

GDP growth

Source: Oxford Economics.
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Crisis turning to recovery — but the Eurozone remains vulnerable 

Recovery hits a soft patch, but headwinds should become 
tailwinds in 2015

The Eurozone recovery that began in Q2 2013 has continued 
throughout most of 2014. Allowing for the temporary fall in 
German construction activity in Q2, which was largely responsible 
for a weak GDP outturn, output across the Eurozone has grown by 
0.2%–0.3% a quarter for the four quarters up to and including Q3. 
Alongside this, momentum in the labor market has turned very 
slightly positive, with the Eurozone unemployment rate falling by 
0.4 percentage points in the year to October, to 11.5%. In light of 
this improvement, household fears of unemployment are starting 
to ease, driving a recovery in consumer spending and retail sales —  
which were up 1.3% in the year to Q2 2014.

Figure 2

Composite PMI and GDP

Source: Oxford Economics; Haver Analytics; Markit.
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However, more recent data suggests the recovery has hit a soft 
patch in the final few months of 2014. The Purchasing Managers’ 
Indices (PMIs) eased slightly through Q3 and have continued to do 
so in Q4. Measures of new orders and backlogs of work have also 
fallen, while measures of German industrial confidence have 
deteriorated more sharply. Various factors have been proposed as 
drivers for the slowdown, including a fall in capital goods orders 
from China’s manufacturing sector, the uncertainty generated by 
tensions in Ukraine and the Middle East, and a bout of financial 
market risk aversion — in particular over the threat of deflation.  

It is certainly true that recent price data has been a little softer 
than anticipated, and surveys suggest that firms expect their selling 
prices to remain weak in the months to come, further squeezing 
margins. But the depreciation of the euro over the course of 2014 
has already hardwired some inflation into the system for 2015. 
Furthermore, with the euro expected to depreciate further, from 
US$1.33 on average in Q3 2014 to US$1.23 a year later and 
settling around US$1.20 by early 2017, this dynamic will continue. 

Figure 3

Selling prices

Source: Oxford Economics; Haver Analytics.
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Combined with gradually improving pricing power in the quarters 
ahead, this will drive “core” inflation higher over the coming years. 
Lower-than-expected oil prices will provide some disinflationary 
pressures, but in a manner that allows firms to cut costs without 
squeezing wages — boosting margins and confidence. As such, 
inflation is expected to head back toward the ECB’s target of “below, 
but close to, 2%” over the coming years, albeit more slowly than is 
desirable and with risks to the downside. We expect inflation of just 
0.5% in 2014, rising to 0.7% in 2015 and 1.6% by 2018. 

This suggests that, as Lithuania accedes to full membership on 
1 January 2015 (a landmark we discuss in more depth in the box 
on p.17), it joins a Eurozone whose recovery has ebbed in recent 
months. But despite this soft patch, we are confident the Eurozone 
will benefit from a number of positive tailwinds that will provide 
renewed momentum in 2015. 
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Lithuania’s accession to the Eurozone

Despite six years of economic problems and recent tensions with Russia 
over Ukraine, joining the single currency area remains an attractive 
prospect for eastern European countries. Lithuania will become the 
Eurozone’s 19th member on 1 January 2015, following in the footsteps 
of the other Baltics — Estonia joined in 2011 and Latvia in 2014. 

But this accession will mark the end of Eurozone expansion for some 
time, as a requirement of membership is being part of the Exchange 
Rate Mechanism (ERM) for two years. With Lithuania adopting the euro, 
the only other member of the ERM is Denmark, which continues to 
exercise its opt-out. However, opposition to Eurozone membership is 
softening in some eastern European countries, so other countries are 
likely to join over the longer term.

Motives for joining the Eurozone include lower transaction costs, 
reduced interest rate and exchange rate risks, financial stability and 
greater transparency over public finances. Although Russia is still 
Lithuania’s major single market, taking 22% of its exports this year, 
35% of Lithuania’s exports go to Eurozone countries and 43% of its 
imports are sourced from the euro area. Adoption of the euro will 
eliminate the need to buy or sell currencies or hedge exchange rate 
risks for these transactions. 

Lithuania will also become a more attractive destination for foreign 
investment as part of the Eurozone because of the lower cost of doing 
business with member countries. And with the Baltic states having a 
growing profile in the Eurozone, joint projects in the region will have 
added attraction, such as schemes to reduce dependence upon Russian 
gas. But membership of a single currency area also has drawbacks — 
members surrender control over monetary policy, which reduces their 
ability to respond to shocks. 

However, Lithuania is well placed to adapt to Eurozone membership. 
As in Latvia, following the financial crisis Lithuania imposed austerity 
measures and underwent substantial internal devaluation and 
structural reform in order to secure the Eurozone membership that 
it narrowly missed out on in 2008 (when inflation overshot the target). 
Inflation has now been stabilized — it was zero in September, below 
the Eurozone average of 0.3% — and government debt has remained 
low. And Lithuanian GDP has now recovered to its pre-crisis 2008 
peak. Indeed, it will be one of the fastest-growing Eurozone 
countries in 2015, with GDP forecast to rise by 3.6% and then 
accelerating to 4.5%–5% a year in 2016–18, well ahead of most other 
Eurozone countries. Inflation is forecast to rise to around 1.4% in 2015 
and then just over 2% a year in 2016–18, but with relaxed ECB 
monetary policy designed to lift Eurozone inflation back toward 2%, this 
is unlikely to limit Lithuania’s current price and labor cost advantages.

The challenges for Lithuania are mainly external. The Government’s 
pledge to cut public spending in 2015 has been weakened by higher 
defense costs, and a small fiscal deficit is forecast to persist even as 
growth picks up. But political power still rests with parties that will 
use borrowing mainly for investment. In addition, the recent Eurobond 
issue showed a further drop in borrowing costs, helped by sovereign 
credit rating upgrades in advance of euro adoption. And even if the 
Baltic liquid natural gas (LNG) terminal is financed through Lithuanian 
funds — the country being the main shareholder and the owner of LNG 
infrastructure — the EU will provide political support, acknowledging 
that Lithuania’s LNG project will contribute to the region’s 
independence.

Figure 4
GDP growth

Source: Oxford Economics.
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Figure 5
Inflation

Source: Oxford Economics.

% year

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
–2

–1

0

1

2

3

4

5

6

7

8

9

10

11

12

Lithuania

Eurozone

Forecast



18 EY Eurozone Forecast December 2014

Crisis turning to recovery — but the Eurozone remains vulnerable 

Figure 6

Euro exchange rate against US dollar

Source: Oxford Economics.
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Exports continue to rebound, albeit unevenly

The Eurozone’s external environment is undergoing something of 
a rotation, with demand growth in developed market trading 
partners filling the gap left by slower emerging market demand. 
As such, the Eurozone will continue to benefit from growing global 
demand for its exports, a key driver of the recovery in its early 
stages. And as noted, the euro is set to depreciate further, offering 
additional relief to those economies where the strength of the euro 
in the first half of 2014 was felt most keenly, France and Italy in 
particular.

Both developments (discussed in more detail in the box on p.23) will 
support continued growth in Eurozone exports — accelerating from 
3.4% in 2014 to 3.7% in 2015 and 4% on average in 2016–18. But in 
line with the last couple of years, we expect varying rates of export 
success across different economies, as more competitive economies 
fare better than those where less has been done to improve the 
business environment. Average export growth in France and Italy in 
2015–16 is expected to be one to two percentage points slower than 
in Spain and Germany. However, with uncertainty about the severity 
of the slowdown in emerging markets, risks to these projections are 
tilted slightly to the downside.

Figure 7

Unit labor costs

Source: Oxford Economics; Haver Analytics.
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Investment set to recover as banks’ fears ease 

The tentative recovery in the Eurozone over the past couple of years 
has raised utilization levels in a number of sectors back toward, but 
as yet still a little way short of, “normal” levels. In response, and to 
support the rebalancing toward more productive sectors in some 
economies, firms began to increase capital spending in late 2013 
and this has continued through much of 2014. 

However, this modest rebound in investment has occurred largely 
without the assistance of bank lending, and according to the ECB’s 
October 2014 bank lending survey, lending conditions have eased 
only very slightly in recent months. As such there are question 
marks over how much further investment can grow if firms 
continue to rely on retained profits or less conventional sources 
of external finance. 
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Figure 8

Source: Datastream.
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Much store is being placed in the efficacy of ECB measures to ease 
bank lending in the months to come. The recent publication of the 
AQR and stress test results should provide a start, by underscoring 
the soundness of the vast majority of the Eurozone’s large banks. 
And while the take-up in the first round of targeted longer-term 
refinancing operations in September was viewed by some as a 
disappointment, increased certainty around banks’ capital positions 
and the evidence of strengthening loan demand from the bank 
lending survey should drive a stronger take-up in December and 
subsequent rounds.

With financing more readily available and demand conditions 
improving steadily, we expect Eurozone investment to continue 
strengthening through 2015. We forecast total fixed investment 
growth to pick up from zero in 2014 to 0.9% in 2015 and 2.7% 
in 2016, before settling around 2.5% thereafter. Moreover, with 
the ECB also aiming to reinvigorate the market for asset-backed 
securities — enabling banks to sell on loans and make further 
room for lending on their balance sheets — there is potential for 
a substantial upside scenario, in which lending to firms, and 
investment, recovers more rapidly than in our central forecast. 

Moreover, it is also worth considering the potential for an upside risk 
from inward foreign direct investment (FDI). Some countries, Spain 
and Ireland in particular, have already benefited substantially from 
increased FDI inflows in recent years, thanks to much improved cost 
competitiveness and business environments. A depreciating euro 
should make inward FDI more attractive to firms outside the 
Eurozone, as would reform efforts that boost underlying growth. 

Households buoyed by cheaper energy and a recovering 
labor market 

After 15 consecutive quarters of oil prices above US$100 a barrel, 
consumers are experiencing an unexpected windfall as a range of 
supply- and demand-side factors have pushed the oil price down 
to below US$80 a barrel. Looking ahead, we estimate the revised 
outlook for oil prices will lift real disposable incomes by around 
0.3 percentage points in 2015 compared with our September 
forecast — a notable boost to household confidence after several 
years of minimal real income growth.

Table 2 

Forecast for the Eurozone by sector (annual percentage changes in gross added value)
2013 2014 2015 2016 2017 2018

Manufacturing –0.6 0.5 1.2 2.5 2.1 1.7

Agriculture 0.0 0.3 1.3 1.2 1.2 1.2

Construction –3.8 1.5 1.7 1.6 1.5 1.4

Utilities 0.5 0.9 1.7 1.7 1.7 1.7

Trade –0.4 0.9 1.4 1.8 1.8 1.8

Financial and business services 0.4 3.2 1.7 1.9 1.8 1.8

Communications –0.7 1.7 2.4 2.8 2.9 2.9

Non-market services 0.1 0.4 0.4 0.6 0.7 0.9

Source: Oxford Economics.
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Crisis turning to recovery — but the Eurozone remains vulnerable 

Reaping the rewards of labor market reform 

A common feature of most Eurozone economies going into the 
economic crisis was the degree to which labor market regulation had 
become a barrier to economic competitiveness and employment 
growth. In 2010, the International Monetary Fund (IMF) published its 
Article IV consultation on the Eurozone, which undertook a thorough 
review of reform needs and found five specific areas of labor market 
regulation that needed to be tackled in Spain, three in France, four in 
Portugal, and so on. In all Eurozone members, more needed to be 
done to improve labor force participation among older workers.

Four years later, there has been progress in tackling these problems, 
but unevenly so across economies and in some it has yet to even start. 
Spain has probably achieved the most, with a reform package in 2012 
substantially increasing the flexibility of wage formation, and easing 
employment protection legislation that accentuated the “insider-
outsider” dual labor markets. Portugal has also made progress in 
easing employment protection legislation. More generally, a number 
of countries have changed benefits systems to improve the financial 
incentives for entering the labor force. 

But progress in two of the four largest economies has been less 
impressive. In France, there is more dialogue between firms and 
unions on increasing the flexibility of hours and wages, but much less 
improvement in the number of actual agreements reached at specific 
firms. And while regulations that inhibited employers from offering 
permanent contracts have been eased, rules governing the use of 
temporary workers have been tightened a little. Most worrying is Italy, 
where an initial set of reforms outlined by the Government were 
substantially diluted by their passage through parliament, leaving 
further labor reform in the country still a matter of urgency. 

In the most ambitious reformers the impact has been startling. An 
evaluation of Spain’s labor market reform package conducted by the 
OECD in December 2013 found that “the reform could be considered 
responsible for about 25,000 new permanent contracts each month”. 
Bearing in mind total employment has risen by around 250,000 jobs so 
far in 2014, the importance of the reforms can barely be overstated. In 
addition, the OECD found that the reforms substantially lowered typical 
spells of unemployment, and were disproportionately likely to create 
jobs in small and medium-sized enterprises. 

Business surveys also provide a compelling argument in favor of 
ambitious reform. According to the recent EC business survey, Spanish 
and Italian firms had almost identical attitudes toward hiring through 
most of the 2007–12 period, with consistently more expecting to cut 
headcount rather than increase it in both economies. However, from 
2012 onwards, Spanish firms became progressively more inclined 
toward hiring than their Italian counterparts — and this was in spite 
of further sharp falls in GDP in both years in both economies. 

Looking ahead, we expect ongoing improvements in the labor markets 
of the more ambitiously reforming economies. Unemployment rates 
in Spain, Portugal and Ireland should fall by around three percentage 
points by 2018, compared with just one percentage point or so in Italy, 
France and Belgium. This has important implications — in the short term, 
it will boost household income and spending more than a “no-reform” 
scenario. Over the long term, it should help avoid the permanent 
detachment of workers from the labor force, lower potential output 
growth and decrease the risk of future fiscal crisis. But these benefits 
can only be felt at the cost of difficult policy choices. 

Figure 9
Employment expectations

Source: Oxford Economics; Haver Analytics.
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Figure 10
Unemployment rate

Source: Oxford Economics; Haver Analytics.
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More fundamentally, as exports continue to rebound and business 
investment gathers pace, the labor market will continue to heal, 
building on the progress made in 2014. That said, as public sector 
payrolls are rationalized further in a number of countries, overall 
employment is likely to grow only gradually, at around 0.4% a year 
through the forecast period. Moreover, with labor force participation 
recovering thanks to a combination of improved prospects and 
reform efforts (see box on p.20), the unemployment rate will only 
fall modestly — from 11.5% in October 2014 to just over 11% by the 
end of 2016 and about 10.5% by the end of 2018.

Figure 11

Unemployment and consumer confidence

Source: Oxford Economics; Haver Analytics.
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Improved prospects in the labor market drove a marked rebound 
in consumer confidence in the early months of 2014. Although 
confidence has taken a knock more recently, possibly in light of 
events in Ukraine, the relative stability of the labor market should 
limit the extent to which sentiment deteriorates. 

Taking this boost to income into account, plus the recovering labor 
market, we expect the pace of household spending growth to pick 
up from 0.7% in 2014 to 1.3% in 2015. However, there is likely to 
be only minimal acceleration in subsequent years, as the degree of 
spare capacity in the labor market constrains real wage growth to 
around one percentage point a year. Our forecast is for consumer 
spending to grow by around 1.4% annually in 2016–18.

Figure 12

Fiscal stance

Source: Oxford Economics; Haver Analytics.
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Additionally, with borrowing costs much lower than would have 
been anticipated a year or two ago, governments have benefited 
from lower interest payments. We estimate interest payments on 
sovereign debt will fall by around €1b in France and €800m in Italy 
for each percentage point fall in the 10-year bond yield. As a result, 
governments have some leeway to achieve deficit reduction while 
easing spending constraints a little. Finally, there is a growing 
debate over the case for deficit-reduction paths agreed with the EC 
to be eased, particularly if the governments concerned can 
demonstrate credible commitment to improving potential growth 
through structural reform. This would be a sensible compromise, 
but the caution that some member states feel about such a deal is 
understandable, given the limited reform achievements in some 
countries in recent years. 
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Crisis turning to recovery — but the Eurozone remains vulnerable 

Figure 13

Source: Oxford Economics; Haver Analytics.
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Nevertheless, the impact of such changes on the overall stance of 
fiscal policy and government spending will be modest. The extent 
to which debt stocks have risen during the crisis — above 90% in 
eight Eurozone members and over 100% in six of these — means 
that fiscal restraint will be essential to maintaining fiscal sustainability 
and financial stability. Current government spending at the 
Eurozone level is likely to grow by just 0.3% in 2015, picking up 
gradually to 0.8% by 2018 — substantially slower than the 1.9% 
annual growth in the decade to 2007.  

Can the Eurozone survive another crisis?

Overall, we expect the Eurozone recovery to find its feet again from 
the early months of 2015 onwards, and pick up toward stronger 
growth rates in 2016 and beyond. But at only 1.6% a year in 
2016–18, growth will remain over half a percentage point slower 
than the 2.3% seen in the decade to 2007. This is due to the scale 
of spare capacity in the labor market limiting household income 
growth, and the need for governments to exercise restraint.  

More worryingly, although the Eurozone currently seems to have 
dealt with the crisis of 2011–12, we remain concerned about its 
ability to deal with further shocks. As we have noted, we expect a 
prolonged period of deflation to be averted thanks to a combination 
of gradual recovery and a depreciating euro. But if these 
developments reverse, it is not clear how the ECB would respond. 

The most obvious measure would be a program of sovereign 
bond purchases. Yet given the long-standing opposition to such 
purchases among some members of the Governing Council — which 
has, after all, prevented the policy being pursued thus far — it is not 
evident that such a move would be taken in a timely manner. Nor 
indeed is it clear that it would necessarily have the impact that it 
might have had a couple of years ago, when government borrowing 
costs were three percentage points or so higher.

For their own part, governments badly constrained by much higher 
debt than before the crisis would find it much harder to respond 
to any easing in recovery with fiscal stimulus. This would leave 
ambitious growth-enhancing economic reform as the only means 
to stimulate economies. But history suggests it takes time for the 
benefits of such reform to feed through. And bearing in mind the 
slow pace of reform in many countries up to now, it is not clear 
that such measures would be forthcoming in the future.
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The global economic conditions affecting the Eurozone are undergoing 
something of a rotation, with emerging markets starting to cool, but 
advanced economies slowly gathering pace. This will affect both the 
speed and composition of export growth, as well as global liquidity 
conditions and the euro exchange rate. Furthermore, as a result of 
slower emerging market growth, and also due to positive supply shocks, 
global oil prices will be lower in the coming year or two than expected 
earlier in 2014. Therefore, overall the external conditions facing the 
Eurozone are certainly different to those seen in the past couple of 
years, but not necessarily any less favorable for recovery.

China’s response to the global economic crisis of 2008–09 was to embark 
upon a substantial fiscal stimulus, in particular in public investment and 
incentives toward private sector investment. The subsequent surge in 
capital goods demand has been one of the bright spots for Eurozone 
manufacturers in the past few years, with Germany in particular 
benefiting. However, looking ahead, the Chinese Government is aiming 
to steer resources away from industry and construction, and toward 
consumer sectors. This is likely to slow economic growth in the coming 
few years — to 6.5% on average from 2016–18, compared with 9.7% on 
average from 2000 to 2010. 

Slower growth also seems the best hope in other emerging markets. 
Brazil is already in recession, as concerns over fiscal sustainability 
cloud business investment and household spending. Russia’s economy 
is also contracting due to capital outflows and the impact of the conflict 
in Ukraine on wider confidence. Meanwhile, India’s central bank 
struggles to contain inflation, demanding higher interest rates than 
underlying demand conditions would warrant. Overall we expect GDP 

growth in Brazil, Russia, India, and China (the BRICs) to slow 
from 5.5% in 2013 to 5% in 2014 and 4.7% in 2015. Assuming the 
crisis in Russia eases and Brazil returns to growth, we think BRIC 
growth can recover to around 5% in subsequent years, but this 
projection is more at risk than usual. 

Fortunately, the Eurozone’s advanced economy trading partners 
are set for more robust recoveries. We expect growth to average 
2.6% in the UK in 2015–18, and closer to 3% in the US. In spite 
of faster growth in recent years in emerging markets, both the 
UK and US remain more important trading partners for the Eurozone, 
and as such, accelerating import growth in these economies should 
more than offset slower demand in developing economies. Furthermore, 
contrasting rates of economic growth, and consequently increasingly 
divergent monetary policy stances (we expect increases in interest 
rates in both the UK and US in 2015), should drive the euro further 
down against both sterling and the US dollar. This will offer further relief 
to Eurozone exporters, particularly in the least competitive economies.

Finally, recent falls in the oil price will offer a welcome boost to 
Eurozone households. We calculate that the change in the oil price 
forecast for 2015 alone will boost Eurozone household disposable 
income by 0.3 percentage points in 2015. The falling cost of energy 
should also offer a modest competitive boost to energy-intensive 
manufacturing sectors, which have seen increased competition in 
recent years — not only from emerging market firms but also from the 
US, where businesses are benefiting from lower gas prices as a result of 
shale production. In the longer term, we retain our view that the oil 
price will revert toward US$110–115 by 2018.

Forecast assumptions: international environment and commodity prices

Figure 14
World: GDP growth

Source: Oxford Economics; Haver Analytics.
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Oil price, nominal

Source: Oxford Economics. 
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• A weaker euro should help Austria’s 
export sector to recover in 2015, with 
business investment following suit, 
assuming that geopolitical tensions start 
to ease. Meanwhile, consumer spending 
growth should be underpinned by low 
inflation, thanks to falling global energy 
prices. But GDP growth will remain 
sluggish, at just 0.7% in 2014 and then 
1.2% in 2015.

• The ECB’s AQR and the accompanying 
stress tests show that Austrian banks 
have made good progress in improving 
their resilience and have sufficient capital 
buffers. But there are risks from exposure 
to the Russia-Ukraine tensions. An 
increase in non-performing loans could 
have an impact on banks’ balance sheets 
and affect credit conditions.

• The implementation of a new EU 
accounting system has increased 
government debt from 75% to about 
81% of GDP. Despite this, and the fact 
that the ruling coalition parties disagree 
on the fiscal consolidation strategy, 
measures currently in place are sufficient 
to guarantee medium-term fiscal 
sustainability.

  Austria (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 0.5 0.7 1.2 1.9 1.9 1.7

Private consumption –0.1 0.5 1.0 1.3 1.4 1.4

Fixed investment –0.9 0.0 1.4 3.0 2.0 1.6

Stockbuilding (% of GDP) 2.1 3.2 2.3 1.2 0.7 0.4

Government consumption 0.4 0.9 1.3 1.5 1.4 1.5

Exports of goods and services 1.3 –0.8 2.7 6.3 6.0 5.1

Imports of goods and services 0.0 1.0 0.9 4.2 4.6 4.5

Consumer prices 2.1 1.5 1.6 1.8 1.7 1.8

Unemployment rate (level) 4.9 5.0 4.8 4.7 4.6 4.5

Current account balance (% of GDP) 1.5 1.4 2.1 2.3 2.5 2.5

Government budget (% of GDP) –1.5 –2.8 –1.4 –0.7 –0.6 –0.6

Government debt (% of GDP) 81.2 82.6 81.2 79.1 76.9 74.9

Source: Oxford Economics.

Figure 16
Contributions to GDP

Source: Oxford Economics.
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Figure 17
Government balance and debt

Source: Oxford Economics.
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• Belgium’s recovery has proceeded 
largely in line with the wider Eurozone, 
culminating in GDP growth of about 1% 
for 2014. Looking ahead, we expect 
ongoing Eurozone recovery to support 
export growth and investment, 
generating an acceleration in growth in 
2015 to 1.2%, and then 1.9% by 2018.

• However, this is around 0.4 percentage 
points lower than Belgium’s pre-crisis 
average. Eroded export competitiveness, 
ongoing de-industrialization and a heavily 
indebted Government will all weigh upon 
growth in the years to come. 

• As such, the economy will remain 
vulnerable to economic shocks that raise 
doubts over the sustainability of its debt 
stock (now about 105% of GDP). A more 
ambitious set of economic reforms than 
is currently envisaged, in particular with 
respect to the labor market, would go 
some way to improving the medium- to 
long-term outlook.

  Belgium (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 0.3 1.0 1.2 1.6 1.8 1.9

Private consumption 0.3 0.7 1.4 1.8 1.8 1.6

Fixed investment –2.2 3.2 2.1 2.4 2.8 2.7

Stockbuilding (% of GDP) 0.0 –0.6 0.0 0.1 0.0 –0.2

Government consumption 1.1 0.2 0.4 0.7 1.0 1.3

Exports of goods and services 2.9 3.3 2.9 3.3 3.7 3.8

Imports of goods and services 1.7 2.8 3.8 3.5 3.6 3.5

Consumer prices 1.2 0.6 0.9 1.6 2.0 2.0

Unemployment rate (level) 8.4 8.5 8.5 8.1 7.7 7.6

Current account balance (% of GDP) 0.1 –1.0 –1.0 –1.2 –1.2 –0.7

Government budget (% of GDP) –2.9 –2.1 –2.0 –1.9 –1.6 –1.3

Government debt (% of GDP) 104.5 107.5 110.1 111.3 111.8 111.7

Source: Oxford Economics.

Figure 18
Unit labor costs

Source: Oxford Economics.
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Figure 19
Contributions to GDP growth

Source: Oxford Economics.
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• Growth is set to resume in Cyprus in 
2015, at 0.3%, as tourism and service 
exports close the external gap, but the 
investment recovery is expected to be 
slow.

• However, the pace of expansion will remain 
subdued until 2017, as unresolved bad 

debts subdue banks’ new lending, despite 
good progress on recapitalization.

• Rapid deficit-reduction progress gives 
scope for a modest spending increase 
in 2015, but high public debt requires 
a tight fiscal stance throughout the 
forecast period.

• A return to positive inflation in 2015–16 
will promote investment and consumption 
recovery, but a continued decline in 
government spending and only sluggish 
growth in consumer spending next year 
will mean that the recovery is dependent 
on current account turnaround.

  Cyprus (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –5.4 –2.9 0.3 1.4 1.0 1.8

Private consumption –6.0 –1.4 0.1 0.6 1.1 1.6

Fixed investment –22.0 –17.7 1.8 4.5 5.3 6.9

Stockbuilding (% of GDP) –0.1 0.6 0.1 0.3 0.1 0.1

Government consumption –4.9 –4.8 –1.1 –2.0 0.9 1.0

Exports of goods and services –5.0 0.1 1.8 2.5 3.2 3.4

Imports of goods and services –13.6 –0.8 0.2 1.1 3.9 4.2

Consumer prices 0.4 –0.3 0.7 1.2 1.7 2.0

Unemployment rate (level) 15.9 16.2 15.9 15.5 13.8 11.9

Current account balance (% of GDP) –1.9 –0.3 –0.3 –0.3 –0.3 –0.4

Government budget (% of GDP) –5.4 –3.3 –3.2 –2.6 –2.4 –2.3

Government debt (% of GDP) 112.2 119.2 121.3 120.8 119.9 117.7

Source: Oxford Economics.

Figure 20
Real GDP growth

Source: Oxford Economics.
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Figure 21
Real consumption and investment growth

Source: Oxford Economics.
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• Estonia’s GDP rose 0.2% on the quarter 
in Q3 2014, meaning that growth in both 
Q2 and Q3 was much stronger than 
expected. As a result, we have raised our 
2014 GDP growth forecast to 1.8%, up 
from the 0.7% seen in September, with 
a further pickup to 2.7% in 2015. 

• Although Russia-Ukraine tensions will 
adversely impact trade, Estonia’s exports 
are expected to remain relatively upbeat. 
This is because of rising imports in its 
main trading partners and the increasing 
profile of Baltic markets in the Eurozone. 

• The outlook for domestic demand is 
also upbeat. Rising house prices and 
an improving labor market will boost 
consumers’ purchasing power. Higher 
consumer spending is likely to encourage 
businesses to invest, which will be further 
aided by relatively easy credit conditions 
as a result of a healthy banking sector 
and the ECB’s expansionary policy stance.

  Estonia (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 2.2 1.8 2.7 3.8 3.9 4.0

Private consumption 4.8 3.5 3.7 3.9 4.1 4.1

Fixed investment 1.4 3.0 3.8 4.2 5.3 4.9

Stockbuilding (% of GDP) 3.4 2.7 2.4 2.7 2.9 3.3

Government consumption 2.7 1.7 2.7 3.0 3.0 2.7

Exports of goods and services 2.7 2.9 6.3 8.5 8.2 7.5

Imports of goods and services 2.5 3.3 6.8 8.6 8.6 7.8

Consumer prices 3.2 0.5 2.2 3.1 3.2 3.0

Unemployment rate (level) 8.5 7.4 6.4 5.4 5.3 5.3

Current account balance (% of GDP) –1.1 –1.7 –1.8 –1.4 –1.1 –0.9

Government budget (% of GDP) –0.2 –0.5 –0.2 0.1 0.4 0.6

Government debt (% of GDP) 10.0 10.3 10.0 9.3 8.3 7.2

Source: Oxford Economics.

Figure 22
Real GDP growth

Source: Oxford Economics.
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Figure 23
Inflation

Source: Oxford Economics.
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  Finland (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –1.2 –0.2 0.5 1.2 1.8 2.1

Private consumption –0.7 –0.4 –0.1 1.0 1.7 2.0

Fixed investment –4.9 –3.1 1.3 2.0 2.3 2.3

Stockbuilding (% of GDP) –0.1 0.6 0.6 0.4 0.4 0.4

Government consumption 1.5 –0.5 0.7 1.2 1.4 1.4

Exports of goods and services –1.7 0.4 2.6 2.8 3.2 3.3

Imports of goods and services –2.5 0.1 2.2 2.4 2.9 2.9

Consumer prices 2.2 1.3 1.4 1.6 1.6 1.8

Unemployment rate (level) 8.1 8.6 8.4 8.0 7.4 7.0

Current account balance (% of GDP) –1.4 –2.1 –1.6 –0.4 –0.2 0.1

Government budget (% of GDP) –2.4 –2.7 –2.3 –1.2 –0.6 –0.2

Government debt (% of GDP) 54.8 57.2 58.4 57.8 56.2 54.2

Source: Oxford Economics.

• For 2014 as a whole, economic activity 
is expected to contract by 0.2%, the third 
consecutive year of decline. We believe 
that any recovery will be modest at best 
in the coming quarters. As a result, we 
have further downgraded our GDP growth 
forecasts to just 0.5% in 2015 (from 
1.5% in our September report) and 
1.2% in 2016.

• Structural challenges will continue to 
restrain the pace of expansion for some 
time, as Finland struggles to regain cost 
competitiveness and compensate for 
the decline of its paper and pulp and 
electronics industries. Moreover, Finland 
would be significantly affected by any 
escalation of the Russia-Ukraine 
tensions, as Russia is one of its largest 
trading partners. 

• The Government needs to implement 
structural reforms to boost growth 
performance and international 
competitiveness, but progress here has 
been slow because of divisions within 
the parliament.

Figure 24
International competitiveness

Source: Oxford Economics; Haver Analytics.
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Figure 25
Exports and external demand

Source: Oxford Economics.
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  France (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 0.4 0.4 1.0 1.3 1.4 1.6

Private consumption 0.3 0.4 1.1 1.5 1.5 1.4

Fixed investment –0.8 –1.8 0.0 2.1 2.5 2.8

Stockbuilding (% of GDP) 0.1 0.6 0.9 0.7 0.3 0.3

Government consumption 2.0 1.8 0.4 0.4 0.4 0.5

Exports of goods and services 2.4 2.1 3.1 4.1 4.6 4.5

Imports of goods and services 1.9 3.0 3.2 3.3 3.6 3.9

Consumer prices 1.0 0.7 0.9 1.3 1.5 1.7

Unemployment rate (level) 10.3 10.3 10.5 10.3 10.2 10.0

Current account balance (% of GDP) –1.3 –1.2 –1.3 –1.3 –1.3 –1.3

Government budget (% of GDP) –4.1 –4.4 –4.3 –3.8 –3.1 –2.5

Government debt (% of GDP) 92.2 97.9 102.6 105.7 107.4 107.4

Source: Oxford Economics.

• France is set to slightly underperform the 
Eurozone recovery over 2014–16. GDP 
growth will be only 0.4% in 2014, before 
picking up slowly to 1% in 2015 and 1.3% 
in 2016.

• While consumption is likely to remain 
resilient, net exports are not expected to 
contribute positively to growth in 2014 
and 2015, given less-supportive external 

demand and low levels of French 
competitiveness. Business investment 
is expected to revive only in 2016. The 
implementation of new reforms aimed at 
boosting competitiveness will help sustain 
the investment upturn, but more supply-
side reforms are needed for France to 
catch up with its Eurozone peers. 

• Fiscal consolidation efforts have been 
eased due to the weak and fragile pace 
of recovery in 2014. While this reduces 
the fiscal drag in the short term, it also 
postpones the required fiscal tightening 
and increases the uncertainty 
surrounding future taxes for both 
households and firms.

Figure 26
Manufacturing PMI and business sentiment

Source: Oxford Economics; Haver Analytics.
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Figure 27

Source: Oxford Economics; Haver Analytics.
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  Germany (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 0.2 1.4 1.6 2.0 1.6 1.2

Private consumption 1.0 1.1 1.9 1.7 1.3 1.2

Fixed investment –0.6 1.7 0.8 3.8 2.8 2.2

Stockbuilding (% of GDP) –0.9 –0.6 –0.2 0.1 0.2 0.2

Government consumption 0.7 0.8 0.7 0.8 0.9 1.0

Exports of goods and services 1.7 3.7 4.6 4.5 4.0 3.7

Imports of goods and services 3.2 4.2 5.5 5.3 4.6 4.4

Consumer prices 1.6 0.9 1.1 1.8 1.8 1.6

Unemployment rate (level) 5.3 5.1 5.1 5.1 5.0 4.9

Current account balance (% of GDP) 6.9 7.4 7.6 7.3 7.0 6.8

Government budget (% of GDP) 0.1 0.2 0.6 0.3 0.2 0.3

Government debt (% of GDP) 76.9 76.5 76.4 75.8 75.5 75.3

Source: Oxford Economics.

• On balance, the mid-year weakness in 
Germany is likely to be only temporary, 
rather than the start of a sustained period 
of stagnation or worse. We expect GDP 
growth to accelerate from 1.4% in 2014, 
to 1.6% in 2015 and then 2% in 2016. 
Thereafter, growth should gradually slow 
to around 1.2% by 2018.

• Although households have become a little 
more cautious recently, solid income 
growth and low debt suggest that they 
will be the lynchpin of the recovery.

• In the near term, exports and investment 
are unlikely to provide much support to 
the wider economy. However, some of 
this weakness reflects temporary factors 

and both should strengthen over the 
course of 2015.

• While the risks are tilted to the downside 
in the near term, they mainly reflect 
external uncertainties. Solid domestic 
fundamentals suggest that domestic 
demand could eventually surprise on 
the upside.

Figure 28
GDP growth: Germany vs. rest of Eurozone

Source: Oxford Economics.
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Figure 29
GDP and Ifo business expectations

Source: Oxford Economics; Haver Analytics.
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  Greece (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –4.0 0.9 1.7 1.9 2.1 2.4

Private consumption –2.1 0.3 1.0 1.2 1.4 1.6

Fixed investment –9.4 –4.0 4.1 5.0 5.0 4.8

Stockbuilding (% of GDP) 0.1 0.9 0.5 0.1 0.0 0.1

Government consumption –6.7 –0.5 1.1 1.6 1.8 1.6

Exports of goods and services 1.5 10.3 7.1 4.8 4.8 4.9

Imports of goods and services –3.0 8.1 4.0 3.0 3.7 4.0

Consumer prices –0.9 –1.0 0.2 1.0 1.6 1.8

Unemployment rate (level) 27.5 26.7 25.2 23.5 21.6 19.8

Current account balance (% of GDP) 0.6 1.4 1.4 1.4 1.4 1.3

Government budget (% of GDP) –11.7 –0.9 –1.1 –0.8 –0.6 –0.3

Government debt (% of GDP) 168.2 170.0 164.3 159.0 153.2 146.7

Source: Oxford Economics.

• Revised data shows that Greece has 
been enjoying a relatively strong recovery 
since Q1 and was the fastest-growing 
Eurozone economy in Q3, posting 0.7% 
quarterly growth. 

• Despite a continued decline in earnings, 
there are signs that the increase in activity 
is driving a strong rebound in employment. 

This has contributed to an increase in 
private consumption.  

• Industrial production continues to decline 
and a modest slowdown in activity is likely 
in Q4, as sanctions on Russia impact other 
Eurozone countries. But recent survey 
indicators have suggested that any 
slowdown will be short-lived — we expect 
GDP growth of 1.7% in 2015.

• With stronger growth-boosting tax 
revenues, the Government has recently 
proposed a modestly tax-cutting budget 
and is seeking an early exit from its IMF 
program. But with 10-year government 
bond yields currently at about 8%, it may 
be difficult for the Government to secure 
the “clean exit” it is seeking — an extended 
credit facility now seems the most 
likely outcome.

Figure 30
Contributions to GDP growth

Source: Oxford Economics.
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Figure 31
Government deficit and debt 

Source: Oxford Economics.
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  Ireland (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 0.2 4.8 3.2 3.0 3.1 3.2

Private consumption –0.8 1.8 2.8 2.0 2.1 2.2

Fixed investment –1.8 7.4 5.6 4.1 4.9 4.8

Stockbuilding (% of GDP) 0.5 0.7 0.9 1.1 1.0 0.6

Government consumption 1.3 1.5 –1.8 0.1 0.7 0.8

Exports of goods and services 1.1 9.7 3.9 4.0 4.0 4.3

Imports of goods and services 0.6 8.3 3.6 3.7 3.6 3.6

Consumer prices 0.5 0.6 1.3 1.6 1.8 1.9

Unemployment rate (level) 13.1 11.5 10.6 9.7 9.2 8.7

Current account balance (% of GDP) 4.3 4.9 3.8 3.7 3.5 3.4

Government budget (% of GDP) –6.6 –3.6 –1.9 –0.8 0.0 0.2

Government debt (% of GDP) 123.7 120.6 115.8 111.4 106.2 100.8

Source: Oxford Economics.

• The recovery in Ireland goes from 
strength to strength. Our 2014 growth 
forecast has been raised to 4.8%, which 
is a level reminiscent of the pre-financial 
crisis era. However, the rapid pace of 
expansion seen in H1 will probably slow 
in H2 2014. 

• Growth also appears to be becoming 
more balanced, with domestic demand 
making a contribution to growth, 
particularly investment. But consumer 
demand remains sluggish.

• The focus of Irish exports on the US and 
UK should partly insulate the economy 
from mounting problems in the Eurozone. 
But the burden of high levels of debt and 
weak wage growth suggests that many 
Irish households are yet to see the 
benefits of the economy’s resurgence. 

Figure 32
Contributions to GDP

Source: Oxford Economics.
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Figure 33
Exports and imports

Source: Oxford Economics.
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  Italy (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –1.9 –0.3 0.1 0.8 1.0 1.0

Private consumption –2.7 0.2 0.3 0.5 0.8 0.9

Fixed investment –5.4 –2.6 –0.6 1.7 2.0 2.0

Stockbuilding (% of GDP) –0.1 –0.2 –0.4 –0.1 0.1 0.2

Government consumption –0.7 –0.4 –0.2 0.1 0.2 0.3

Exports of goods and services 0.9 1.8 2.3 2.9 3.5 3.4

Imports of goods and services –2.6 1.1 1.7 3.5 4.0 3.8

Consumer prices 1.3 0.2 0.3 1.2 1.3 1.5

Unemployment rate (level) 12.2 12.6 12.7 12.6 12.4 12.1

Current account balance (% of GDP) 1.0 1.5 1.6 1.7 1.7 1.6

Government budget (% of GDP) –2.8 –3.0 –2.8 –2.4 –2.0 –1.8

Government debt (% of GDP) 127.9 131.8 133.5 132.9 131.8 130.4

Source: Oxford Economics.

• Given recent disappointing data, both at 
the national and Eurozone level, we now 
forecast that Italian GDP will contract by 
0.3% in 2014, before growing by just 
0.1% in 2015 and then a meager 1% a 
year in 2016–18.

• Although it is likely that the recent 
depreciation of the euro will slightly 
support sales to non-Eurozone 

economies, exports will grow by only 
about 1.8% this year and then about 3% 
a year in 2015–18, considerably slower 
than in Italy’s Eurozone competitors. This 
reflects the fact that Italy has made fewer 
improvements in competitiveness than 
other countries.

• Consumption has shown some signs of 
stabilization this year and is expected 

to improve slowly. However, private 
consumption is forecast to grow by just 
0.2% in 2014 and 0.3% in 2015. 

• Meanwhile, as a consequence of tight 
credit conditions, low capacity utilization 
and the weak financial health of firms, 
fixed investment is forecast to shrink for 
a fifth consecutive year in 2015. 

Figure 34
Industrial performance

Source: Haver Analytics.
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Figure 35
Contributions to GDP

Source: Oxford Economics.
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  Latvia (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 4.2 2.8 3.4 3.9 4.4 4.5

Private consumption 6.2 2.5 3.0 3.4 3.7 4.2

Fixed investment –5.2 3.8 5.0 5.0 5.0 5.0

Stockbuilding (% of GDP) 2.7 1.7 0.9 0.7 0.8 0.6

Government consumption –4.2 5.2 2.6 2.7 2.5 2.4

Exports of goods and services 1.5 2.9 3.7 4.5 5.0 5.5

Imports of goods and services 0.3 1.8 2.3 3.8 4.2 4.5

Consumer prices 0.0 0.7 2.2 2.4 2.4 2.4

Unemployment rate (level) 11.9 11.0 9.7 8.2 8.0 7.8

Current account balance (% of GDP) –0.8 –1.1 0.4 1.8 2.3 2.4

Government budget (% of GDP) –0.9 –1.0 –1.0 –1.0 –1.0 –1.0

Government debt (% of GDP) 35.5 35.3 34.4 33.3 32.1 31.0

Source: Oxford Economics.

• After a slowdown to 2.8% this year, 
reflecting Eurozone and Russia trade 
restraints, Latvia’s GDP growth is forecast 
to pick up to 3.4% in 2015 and above 4% 
in the medium term. Export growth will 
drive the initial recovery and stay strong 
throughout the forecast period.

• Investment will also pick up more strongly 
from 2016, boosted by low interest rates 

and widening trade opportunities helped 
by Eurozone entry. And the current 
account will move into surplus in 2015, 
lessening reliance on capital inflows.

• The relaxed ECB monetary stance and 
an ongoing fiscal deficit will fuel faster 
inflation and wage growth, ensuring that 
consumer demand can rise, as well as 
household saving. 

• Overheating is a risk in 2016–18, but 
should be avoidable if skill shortages 
are averted and productivity growth 
is maintained.

• Political risks have eased since the 
election increased the ruling coalition’s 
majority, but more spending on defense 
and energy diversification appears likely.

Figure 36
Real GDP growth

Source: Oxford Economics; World Bank.
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Figure 37
Inflation

Source: Oxford Economics.
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  Luxembourg (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 2.0 3.3 2.1 2.8 2.9 2.8

Private consumption 1.5 1.7 1.8 2.3 2.5 2.4

Fixed investment –4.3 2.3 5.8 3.1 3.0 3.0

Stockbuilding (% of GDP) –0.5 –1.4 0.7 0.4 0.3 0.3

Government consumption 5.1 3.0 1.5 1.9 1.9 1.9

Exports of goods and services 5.6 4.3 5.5 4.3 3.5 3.1

Imports of goods and services 5.8 2.4 5.5 3.9 3.4 3.1

Consumer prices 1.7 0.9 1.6 1.7 2.0 1.9

Unemployment rate (level) 5.8 6.2 6.2 5.8 5.2 4.8

Current account balance (% of GDP) 4.9 5.0 5.5 6.0 5.9 5.9

Government budget (% of GDP) 0.6 0.4 –0.8 –0.4 0.0 0.0

Government debt (% of GDP) 23.6 22.2 22.0 21.3 20.3 19.3

Source: Oxford Economics.

• After strong GDP growth estimated at 
3.3% in 2014, driven by services exports, 
the recovery will continue in 2015, albeit 
at a slower pace of just above 2%, as a 
value-added tax hike will dampen 
consumer spending.

• The ECB’s AQR will help restore confidence 
in the Eurozone banking sector. This 

should also support Luxembourg’s banking 
sector, which has struggled amid 
restructuring and adjustment to new 
regulation. At the same time, the fund 
management industry is set to continue to 
grow strongly, with inflows robust enough 
to offset negative valuation effects from 
weak global asset prices.

• Luxembourg’s October agreement to 
end remaining bank secrecy rules from 
2017 is expected to cause some loss of 
business. But the fact that deposit growth 
has remained strong even in anticipation 
of the move suggests that it is the 
core competencies of Luxembourg’s 
banking sector that will continue to 
attract depositors.

Figure 38
Real GDP and employment

Source: Oxford Economics.
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Figure 39
Government budget balance

Source: Oxford Economics.
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  Malta (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 2.5 2.7 2.5 2.2 2.0 1.8

Private consumption 1.7 2.0 2.3 2.2 2.0 1.9

Fixed investment 2.3 4.0 2.9 2.7 2.5 2.3

Stockbuilding (% of GDP) 1.0 –0.3 1.0 1.0 1.0 0.9

Government consumption 1.0 6.1 2.2 1.7 1.6 1.7

Exports of goods and services –1.7 –0.9 2.7 3.3 3.0 3.0

Imports of goods and services –1.8 –1.6 3.5 3.3 3.0 3.0

Consumer prices 1.0 0.8 1.3 1.7 2.3 2.3

Unemployment rate (level) 6.4 5.9 5.8 5.7 5.6 5.6

Current account balance (% of GDP) 0.9 2.4 1.2 0.9 0.4 0.0

Government budget (% of GDP) –2.7 –2.3 –1.9 –1.6 –1.4 –1.1

Government debt (% of GDP) 69.8 70.4 69.7 68.7 67.2 65.6

Source: Oxford Economics.

• Domestic activity has a solid momentum 
and as a result we have raised our 
forecast for Malta’s 2014 GDP growth to 
2.7%, from the 2.2% seen in September. 
We expect consumer spending to remain 
solid, supported by the firm labor market 
and government spending. 

• Unemployment in August fell to the 
lowest since early 2008, helped by 

the introduction of polices to boost 
employment. Fiscal policy has also 
been expansionary, backed by higher 
tax revenues.

• Investment in the energy sector has been 
particularly strong this year. This will 
boost longer-term growth prospects and 
help GDP growth average more than 2% 
a year in 2015–18.

• The service sector continues to grow 
solidly, and over the medium term we 
expect strong tourism and other service 
exports to keep the current account in 
surplus. Robust services activity should 
also protect Malta from the threat of 
deflation. But while we see the deflation 
risk as low, lagging productivity is a 
bigger risk.

Figure 40
Real GDP growth

Source: Oxford Economics. 
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Figure 41
Unemployment rate

Source: Oxford Economics.
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  Netherlands (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –0.7 0.8 1.2 1.3 1.6 1.7

Private consumption –1.6 –0.1 0.5 0.7 1.1 1.4

Fixed investment –3.9 1.4 1.4 2.1 2.0 2.1

Stockbuilding (% of GDP) 0.1 0.1 0.2 0.1 0.2 0.3

Government consumption –0.2 0.0 –0.4 0.0 0.3 0.8

Exports of goods and services 2.2 3.8 3.0 3.6 3.2 2.6

Imports of goods and services 1.0 3.7 2.3 3.1 2.9 2.5

Consumer prices 2.6 0.6 1.0 1.3 1.4 1.5

Unemployment rate (level) 6.7 6.9 6.6 6.5 6.4 6.4

Current account balance (% of GDP) 10.2 10.5 10.1 10.3 10.5 10.6

Government budget (% of GDP) –2.3 –2.9 –2.2 –1.9 –1.8 –1.6

Government debt (% of GDP) 68.6 70.5 71.1 71.2 71.0 70.6

Source: Oxford Economics.

• The Dutch economy is forecast to grow 
by 0.8% in 2014, picking up to 1.2% in 
2015. Short-term indicators have 
improved markedly over the past year and 
we expect to see all components of GDP 
other than the public sector contributing 
to growth over the next two years.

• The budget for 2015 includes less 
tightening than previously planned, but 

the public sector will continue to drag on 
growth, as the Government slims down 
and the deficit falls from an estimated 
2.9% of GDP in 2014 to around 2.2% 
in 2015.

• The unemployment rate fell to 6.5% in 
September, down from 7.3% in February, 
but the pace of improvement in the labor 
market is likely to slow. With productivity 

having stagnated, firms will probably 
try to get more out of their existing 
workforce before embarking on major 
new recruitment.

• But the low inflation expected for the 
next two years will help real wages, which 
should result in a steady rise in consumer 
spending after an expected 0.1% decline 
in 2014.

Figure 42
Contributions to GDP growth

Source: Oxford Economics; Haver Analytics.
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Figure 43
Misery index*

Source: Haver Analytics.
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  Portugal (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –1.4 0.8 1.3 1.4 1.4 1.3

Private consumption –1.4 1.5 1.1 1.0 1.0 1.0

Fixed investment –6.3 1.5 3.3 2.9 2.5 2.4

Stockbuilding (% of GDP) 0.3 1.0 0.5 0.3 0.1 0.1

Government consumption –1.9 –0.5 –1.0 0.9 1.3 1.2

Exports of goods and services 6.4 2.9 5.5 4.6 4.0 3.4

Imports of goods and services 3.6 5.4 3.4 3.9 3.3 3.2

Consumer prices 0.4 –0.2 0.4 0.7 1.1 1.4

Unemployment rate (level) 16.4 14.3 13.5 13.3 13.2 13.1

Current account balance (% of GDP) 0.7 0.3 0.5 0.7 1.0 1.2

Government budget (% of GDP) –4.9 –4.8 –3.3 –2.8 –2.3 –1.8

Government debt (% of GDP) 128.0 130.8 131.4 130.7 129.6 128.1

Source: Oxford Economics.

• After three years of recession, Portugal is 
expected to post its first year of growth in 
2014. The economy is forecast to grow 
by 0.8% in 2014, with a pickup to 1.3% 
in 2015 and then about 1.4% a year 
in 2016–18.

• However, the economy will still be 
constrained by a high level of debt. 
Public debt is around 130% of GDP. 

While the household sector has made 
good progress in deleveraging, corporate 
indebtedness remains critical and will 
constrain capital investment. 

• The labor market has improved over the 
last year and fears of unemployment 
have fallen significantly, but the jobless 
rate is still double the level seen before 
the crisis, at over 14%. Long-term 

unemployment remains over half of the 
jobless total. 

• We forecast that consumer spending will 
rise by 1.5% in 2014, helped by a strong 
start to the year, before slowing to 1.1% 
in 2015 and then stabilizing at around 1% 
a year in 2016–18.

Figure 44
Corporate sector deleveraging

Source: Oxford Economics; Haver Analytics.
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Figure 45
Government balance and debt

Source: Oxford Economics.
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  Slovakia (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP 0.9 2.5 3.2 3.6 3.6 3.3

Private consumption –0.1 2.8 2.4 2.7 2.7 2.6

Fixed investment –4.3 3.9 4.2 4.6 4.5 4.0

Stockbuilding (% of GDP) –2.1 –1.9 –1.8 –1.2 –0.8 –0.6

Government consumption 1.4 3.0 1.7 2.8 2.7 2.5

Exports of goods and services 4.5 5.1 5.2 5.8 5.2 4.8

Imports of goods and services 2.9 6.3 5.1 6.4 5.6 4.9

Consumer prices 1.4 0.0 1.0 2.1 2.1 2.2

Unemployment rate (level) 14.3 13.4 12.7 11.7 10.7 9.6

Current account balance (% of GDP) 2.2 2.5 2.5 2.5 2.5 2.5

Government budget (% of GDP) –2.6 –2.0 –1.5 –1.2 –0.9 –0.8

Government debt (% of GDP) 54.6 54.9 54.0 52.2 50.3 48.5

Source: Oxford Economics.

• We expect GDP to grow by 2.5% in 2014, 
as a strengthening in domestic demand 
offsets a softening in the external 
environment. 

• Looking ahead to 2015, our forecast 
shows a pickup in growth to 3.2%, driven 
by rising real wages, lower unemployment, 
accommodative fiscal policy, robust 

confidence levels and production issues in 
the export-oriented car sector. 

• Inflation has been very low throughout 
2014, and we expect it to average zero 
for the year as a whole. In 2015, rising 
domestic and external demand and the 
impact of a weaker euro on import prices 
is expected to lift inflation to 1%. 

• Risks to our forecast stem from weakness 
in key trading partners, especially 
Germany and the other Eurozone 
countries. Furthermore, growth in the 
important automotive sector could be 
limited by capacity constraints and any 
escalation of geopolitical tensions 
between Russia and the EU.

Figure 46
Real GDP growth

Source: Oxford Economics.
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Figure 47
Unemployment rate

Source: Oxford Economics.
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  Slovenia (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –1.0 2.0 2.2 2.4 2.8 3.3

Private consumption –3.9 0.6 0.8 1.3 2.7 3.1

Fixed investment 1.7 4.6 4.5 4.4 4.9 4.6

Stockbuilding (% of GDP) 0.2 0.2 0.2 0.7 0.8 1.2

Government consumption –1.2 –2.2 0.1 1.4 2.5 2.9

Exports of goods and services 2.1 4.1 3.9 3.3 2.9 2.8

Imports of goods and services 0.9 2.7 3.1 3.7 3.6 3.4

Consumer prices 1.8 0.5 1.0 1.7 2.2 2.5

Unemployment rate (level) 10.1 10.6 10.4 9.9 8.9 8.0

Current account balance (% of GDP) 5.8 5.5 5.7 5.6 5.1 4.7

Government budget (% of GDP) –14.7 –4.5 –3.7 –3.0 –2.6 –2.6

Government debt (% of GDP) 70.0 69.4 63.1 58.7 56.7 56.1

Source: Oxford Economics.

• We have raised our forecast for GDP 
growth in Slovenia this year to 2% after 
activity picked up in Q2, driven by 
stronger Eurozone demand and the bank 
recapitalization launched last December, 
which helped to stabilize the economy.

• Exporters will continue to benefit from 
strengthening demand in advanced 
economies and the weaker euro. Stronger 

external demand has encouraged 
manufacturers to raise output and fixed 
investment. Industrial output and 
construction have also recovered steadily 
this year.

• Downside risks remain. Any worsening of 
the tensions over Ukraine could damage 
activity in the Eurozone and raise the risk 
of deflation. However, the euro 

depreciated in H2 2014 and this should 
feed through to consumer prices in the 
coming months, protecting Slovenia from 
sliding into deflation. The fiscal position 
remains precarious and, while the 
Government is hoping to cut the fiscal 
deficit to the Eurozone target of 3% of GDP 
by 2015, we are more cautious, expecting 
it to take until 2016.

Figure 48
Real GDP growth

Source: Oxford Economics.
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Figure 49
Government budget balance

Source: Oxford Economics.
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  Spain (annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018

GDP –1.2 1.3 2.0 2.2 2.4 2.4

Private consumption –2.1 2.0 2.2 2.4 2.4 2.3

Fixed investment –5.1 0.9 2.8 2.8 3.1 3.2

Stockbuilding (% of GDP) 0.9 0.8 0.4 0.3 0.2 0.2

Government consumption –2.3 1.4 0.3 0.6 0.7 1.0

Exports of goods and services 4.9 3.4 4.4 4.3 4.2 3.8

Imports of goods and services 0.4 4.6 3.1 3.7 3.7 3.5

Consumer prices 1.5 –0.1 0.0 0.7 1.1 1.4

Unemployment rate (level) 26.1 24.6 23.8 23.0 22.2 21.4

Current account balance (% of GDP) 1.5 0.1 0.5 0.6 0.4 0.3

Government budget (% of GDP) –6.8 –5.6 –4.4 –3.3 –2.5 –2.1

Government debt (% of GDP) 92.1 99.1 103.7 106.2 107.4 108.0

Source: Oxford Economics.

• Spain continues to lead the Eurozone out 
of recession, with a recovery that started 
with exports now broadening into 
domestic demand. 

• Recent short-term indicators remain 
consistent with quarterly GDP growth of 
around 0.5%, and we expect Spain to post 
growth of 1.3% in 2014.

• Exports will continue to gather pace in 
2015, aided by the delayed effect of euro 
depreciation and stronger demand in 
advanced economies. At home, 
households benefiting from lower oil 
prices and a steadily improving labor 
market will lead to a faster pace of 
spending growth. Overall, we expect GDP 
growth to pick up to 2% in 2015 and then 
2.4% by 2017.

• However, the severity and duration of 
Spain’s recession have left long shadows, 
in particular in the labor market — 
unemployment will remain above 20% 
until late this decade — and government 
debt. As such, Spain remains vulnerable 
to future shocks, in particular the threat 
of deflation.

Figure 50
GDP growth rates

Source: Oxford Economics.
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Figure 51
Government balance and debt

Source: Oxford Economics.
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2013 2014 2015 2016 2017 2018 

Short-term interest rates (%) 0.2 0.2 0.1 0.1 0.3 0.8

Long-term interest rates (%) 3.0 2.1 1.9 2.3 2.7 3.0

Euro effective exchange rate (1995 = 100) 120.8 123.4 119.2 117.2 116.6 116.2

Oil prices (€/barrel) 81.8 76.1 68.4 74.9 81.5 85.6

Share prices (% year) 15.8 13.9 7.7 7.3 6.0 5.7

2013 2014

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Short-term interest rates (%) 0.2 0.2 0.2 0.2 0.3 0.3 0.2 0.1

Long-term interest rates (%) 3.1 2.8 3.1 3.0 2.7 2.2 1.8 1.6

Euro effective exchange rate (1995 = 100) 118.8 119.2 121.7 123.7 125.6 125.1 122.5 120.5

Oil prices (€/barrel) 85.2 78.6 83.2 80.3 79.0 80.0 77.0 67.6

Share prices (% year) 8.2 21.1 15.9 18.6 15.5 19.2 14.0 7.8

Forecast assumptions
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Quarterly forecast (quarterly percentage changes)

2013 2014

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

GDP –0.3 0.3 0.1 0.3 0.3 0.1 0.2 0.2

Private consumption –0.3 0.1 0.3 –0.1 0.2 0.3 0.3 0.2

Fixed investment –2.0 0.5 0.5 0.6 0.3 –0.9 –0.8 0.0

Government consumption 0.3 0.0 0.2 –0.2 0.7 0.2 0.0 –0.1

Exports of goods and services –0.1 1.9 0.6 1.1 0.3 1.3 0.8 0.5

Imports of goods and services –0.1 1.5 1.4 0.4 0.6 1.3 0.9 0.5

Contributions to GDP growth (percentage point contribution to quarter-on-quarter GDP growth)

2013 2014

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

GDP –0.3 0.3 0.1 0.3 0.3 0.1 0.2 0.2

Private consumption –0.1 0.1 0.1 0.0 0.1 0.1 0.2 0.1

Fixed investment –0.4 0.1 0.1 0.1 0.1 –0.2 –0.2 0.0

Government consumption 0.1 0.0 0.0 0.0 0.1 0.0 0.0 0.0

Stockbuilding 0.1 –0.1 0.2 –0.1 0.1 0.0 0.1 0.1

Exports of goods and services 0.0 0.8 0.3 0.5 0.1 0.6 0.4 0.2

Imports of goods and services 0.0 –0.6 –0.5 –0.1 –0.2 –0.5 –0.4 –0.2

Annual levels — real terms (€b, 2000 prices)

2013 2014 2015 2016 2017 2018

GDP 9,557 9,636 9,754 9,914 10,074 10,233

Private consumption 5,269 5,306 5,375 5,452 5,530 5,607

Fixed investment 1,881 1,882 1,899 1,951 2,002 2,053

Government consumption 2,030 2,045 2,051 2,063 2,077 2,094

Stockbuilding –15 3 13 14 11 10

Exports of goods and services 4,117 4,255 4,412 4,592 4,777 4,957

Imports of goods and services 3,725 3,857 3,997 4,159 4,322 4,487

Annual levels — nominal terms (€b)

2013 2014 2015 2016 2017 2018

GDP 9,913 10,076 10,318 10,647 10,988 11,329

Private consumption 5,552 5,626 5,740 5,902 6,081 6,267

Fixed investment 1,944 1,949 1,988 2,075 2,165 2,254

Government consumption 2,090 2,118 2,148 2,191 2,241 2,294

Stockbuilding –16 1 28 60 70 72

Exports of goods and services 4,332 4,452 4,677 4,960 5,253 5,544

Imports of goods and services 3,990 4,070 4,263 4,541 4,822 5,102

Eurozone GDP and components
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Prices and cost indicators
(annual percentage changes unless specified)

2013 2014 2015 2016 2017 2018 

HICP headline inflation 1.3 0.5 0.7 1.3 1.5 1.6

Inflation ex. energy 1.2 0.9 0.9 1.3 1.4 1.5

GDP deflator 1.3 0.8 1.2 1.5 1.6 1.5

Import deflator –0.5 –0.2 1.1 1.9 1.8 1.7

Export deflator –2.6 –1.8 0.8 2.5 2.3 2.0

Terms of trade –2.0 –1.6 –0.3 0.7 0.4 0.2

Earnings 1.8 1.6 2.0 2.4 2.5 2.6

Unit labor costs 1.2 0.9 1.2 1.1 1.2 1.3

Output gap (% of GDP) –3.5 –3.7 –3.4 –2.8 –2.2 –1.8

Oil prices (€ per barrel) 81.8 76.1 68.4 74.9 81.5 85.6

Euro effective exchange rate (1995 = 100) 120.8 123.4 119.2 117.2 116.6 116.2

2013 2014

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

HICP headline inflation 1.9 1.4 1.3 0.8 0.6 0.6 0.3 0.5

Inflation ex. energy 1.5 1.2 1.3 1.0 1.0 0.9 0.8 0.8

GDP deflator 1.5 1.5 1.3 1.0 0.9 0.8 0.8 0.8

Import deflator 0.4 0.0 –1.7 –1.0 –0.3 –0.2 –0.1 0.1

Export deflator –1.1 –2.0 –3.6 –3.6 –2.1 –2.1 –2.2 –0.7

Terms of trade –1.5 –2.0 –1.9 –2.7 –1.8 –1.9 –2.1 –0.8

Earnings 1.7 1.6 1.9 2.1 1.8 1.6 1.4 1.5

Unit labor costs 1.7 1.2 1.2 0.7 0.4 0.9 0.9 1.4

Output gap (% of GDP) –3.4 –3.4 –3.5 –3.6 –3.5 –3.7 –3.7 –3.8

Oil prices (€ per barrel) 85.2 78.6 83.2 80.3 79.0 80.0 77.0 67.6

Euro effective exchange rate (1995 = 100) 118.8 119.2 121.7 123.7 125.6 125.1 122.5 120.5

Note: HICP is the European Harmonized Index of Consumer Prices.
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2013 2014 2015 2016 2017 2018 

Employment –0.8 0.4 0.4 0.4 0.3 0.3

Unemployment rate (%) 12.0 11.6 11.4 11.1 10.8 10.5

NAIRU (%) 9.2 9.3 9.2 9.0 8.9 8.7

Participation rate (%) 76.1 76.0 76.0 76.1 76.1 76.2

Earnings 1.8 1.6 2.0 2.4 2.5 2.6

Unit labor costs 1.2 0.9 1.2 1.1 1.2 1.3

2013 2014

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Employment –1.0 –0.9 –0.8 –0.4 0.0 0.4 0.5 0.6

Unemployment rate (%) 12.0 12.0 12.0 11.9 11.7 11.6 11.5 11.5

NAIRU (%) 9.1 9.1 9.2 9.3 9.3 9.3 9.2 9.2

Participation rate (%) 76.1 76.1 76.1 76.1 76.0 76.0 76.1 75.9

Earnings 1.7 1.6 1.9 2.1 1.8 1.6 1.4 1.5

Unit labor costs 1.7 1.2 1.2 0.7 0.4 0.9 0.9 1.4

Labor market indicators
(annual percentage changes unless specified)

Note: NAIRU is the non-accelerating inflation rate of unemployment; i.e., the rate of unemployment below which 
inflationary pressures would start to appear due to labor market tightness.
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2013 2014 2015 2016 2017 2018 

Trade balance (€b) 158.0 188.8 216.9 217.8 226.0 233.7

Trade balance (% of GDP) 1.6 1.9 2.1 2.0 2.1 2.1

Current account balance (€b) 200.4 218.8 238.5 241.4 245.4 251.1

Current account balance (% of GDP) 2.0 2.2 2.3 2.3 2.2 2.2

Government budget balance (€b) –285 –252 –212 –185 –157 –130

Government budget balance (% of GDP) –2.9 –2.5 –2.1 –1.7 –1.4 –1.1

Government debt (€b) 9,230 9,697 10,086 10,435 10,745 11,003

Government debt (% of GDP) 93.1 96.2 97.7 98.0 97.8 97.1

2004–08 2009–13 2014–18

Growth and incomes

Standard deviation of GDP growth rates 2.0 2.3 1.1

Growth rate gap (max — min) 7.5 9.2 5.1

Highest GDP per capita (Eurozone = 100) 242.0 232.9 232.2

Lowest GDP per capita (Eurozone = 100) 59.2 68.0 68.4

Inflation and prices

Standard deviation of inflation rates 1.0 0.9 0.6

Inflation rate gap (max — min) 4.0 3.9 2.1

Highest price level (Eurozone = 100) 117.3 116.0 118.9

Lowest price level (Eurozone = 100) 56.0 65.1 66.1

Current account and fiscal balance

Measures of convergence and divergence  
within the Eurozone
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Real GDP (% year)

Rank 2013 2014 2015 2016 2017 2018 Average 
2014–18

1 Latvia 4.2 2.8 3.4 3.9 4.4 4.5 3.8

2 Ireland 0.2 4.8 3.2 3.0 3.1 3.2 3.5

3 Estonia 2.2 1.8 2.7 3.8 3.9 4.0 3.2

4 Slovakia 0.9 2.5 3.2 3.6 3.6 3.3 3.2

4 Luxembourg 2.0 3.3 2.1 2.8 2.9 2.8 2.8

6 Slovenia –1.0 2.0 2.2 2.4 2.8 3.3 2.5

7 Malta 2.5 2.7 2.5 2.2 2.0 1.8 2.2

8 Spain –1.2 1.3 2.0 2.2 2.4 2.4 2.1

9 Greece –4.0 0.9 1.7 1.9 2.1 2.4 1.8

10 Germany 0.2 1.4 1.6 2.0 1.6 1.2 1.6

11 Belgium 0.3 1.0 1.2 1.6 1.8 1.9 1.5

12 Austria 0.5 0.7 1.2 1.9 1.9 1.7 1.5

13 Eurozone –0.4 0.8 1.2 1.6 1.6 1.6 1.4

14 Netherlands –0.7 0.8 1.2 1.3 1.6 1.7 1.3

15 Portugal –1.4 0.8 1.3 1.4 1.4 1.3 1.3

16 France 0.4 0.4 1.0 1.3 1.4 1.6 1.1

17 Finland –1.2 –0.2 0.5 1.2 1.8 2.1 1.1

18 Italy –1.9 –0.3 0.1 0.8 1.0 1.0 0.5

19 Cyprus –5.4 –2.9 0.3 1.4 1.0 1.8 0.3

Inflation rates (% year)

Rank 2013 2014 2015 2016 2017 2018 Average 
2014–18

1 Spain 1.5 –0.1 0.0 0.7 1.1 1.4 0.6

2 Portugal 0.4 –0.2 0.4 0.7 1.1 1.4 0.7

3 Greece –0.9 –1.0 0.2 1.0 1.6 1.8 0.7

4 Italy 1.3 0.2 0.3 1.2 1.3 1.5 0.9

5 Cyprus 0.4 –0.3 0.7 1.2 1.7 2.0 1.1

6 Netherlands 2.6 0.6 1.0 1.3 1.4 1.5 1.1

7 Eurozone 1.3 0.5 0.7 1.3 1.5 1.6 1.1

8 France 1.0 0.7 0.9 1.3 1.5 1.7 1.2

9 Belgium 1.2 0.6 0.9 1.6 2.0 2.0 1.4

10 Ireland 0.5 0.6 1.3 1.6 1.8 1.9 1.4

11 Germany 1.6 0.9 1.1 1.8 1.8 1.6 1.5

12 Slovakia 1.4 0.0 1.0 2.1 2.1 2.2 1.5

13 Finland 2.2 1.3 1.4 1.6 1.6 1.8 1.5

14 Slovenia 1.8 0.5 1.0 1.7 2.2 2.5 1.6

15 Luxembourg 1.7 0.9 1.6 1.7 2.0 1.9 1.6

16 Austria 2.1 1.5 1.6 1.8 1.7 1.8 1.7

17 Malta 1.0 0.8 1.3 1.7 2.3 2.3 1.7

18 Latvia 0.0 0.7 2.2 2.4 2.4 2.4 2.0

19 Estonia 3.2 0.5 2.2 3.1 3.2 3.0 2.4

Cross-country tables
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Unemployment rate (% of labor force) 

Rank 2013 2014 2015 2016 2017 2018 Average 
2014–18

1 Austria 4.9 5.0 4.8 4.7 4.6 4.5 4.7

2 Germany 5.3 5.1 5.1 5.1 5.0 4.9 5.0

3 Luxembourg 5.8 6.2 6.2 5.8 5.2 4.8 5.6

4 Malta 6.4 5.9 5.8 5.7 5.6 5.6 5.7

5 Estonia 8.5 7.4 6.4 5.4 5.3 5.3 6.0

6 Netherlands 6.7 6.9 6.6 6.5 6.4 6.4 6.5

7 Finland 8.1 8.6 8.4 8.0 7.4 7.0 7.9

8 Belgium 8.4 8.5 8.5 8.1 7.7 7.6 8.1

9 Latvia 11.9 11.0 9.7 8.2 8.0 7.8 8.9

10 Slovenia 10.1 10.6 10.4 9.9 8.9 8.0 9.5

11 Ireland 13.1 11.5 10.6 9.7 9.2 8.7 10.0

12 France 10.3 10.3 10.5 10.3 10.2 10.0 10.3

13 Eurozone 12.0 11.6 11.4 11.1 10.8 10.5 11.1

14 Slovakia 14.3 13.4 12.7 11.7 10.7 9.6 11.6

15 Italy 12.2 12.6 12.7 12.6 12.4 12.1 12.5

16 Portugal 16.4 14.3 13.5 13.3 13.2 13.1 13.4

17 Cyprus 15.9 16.2 15.9 15.5 13.8 11.9 14.6

18 Spain 26.1 24.6 23.8 23.0 22.2 21.4 23.0

19 Greece 27.5 26.7 25.2 23.5 21.6 19.8 23.4

Government budget (% of GDP)

Rank 2013 2014 2015 2016 2017 2018 Difference 
2014–18

1 Luxembourg 0.6 0.4 –0.8 –0.4 0.0 0.0 –0.4

2 Latvia –0.9 –1.0 –1.0 –1.0 –1.0 –1.0 0.0

3 Germany 0.1 0.2 0.6 0.3 0.2 0.3 0.1

4 Greece –11.7 –0.9 –1.1 –0.8 –0.6 –0.3 0.6

5 Belgium –2.9 –2.1 –2.0 –1.9 –1.6 –1.3 0.8

6 Cyprus –5.4 –3.3 –3.2 –2.6 –2.4 –2.3 1.0

7 Estonia –0.2 –0.5 –0.2 0.1 0.4 0.6 1.1

8 Italy –2.8 –3.0 –2.8 –2.4 –2.0 –1.8 1.2

9 Malta –2.7 –2.3 –1.9 –1.6 –1.4 –1.1 1.2

10 Slovakia –2.6 –2.0 –1.5 –1.2 –0.9 –0.8 1.2

11 Netherlands –2.3 –2.9 –2.2 –1.9 –1.8 –1.6 1.3

12 Eurozone –2.9 –2.5 –2.1 –1.7 –1.4 –1.1 1.4

13 France –4.1 –4.4 –4.3 –3.8 –3.1 –2.5 1.9

14 Slovenia –14.7 –4.5 –3.7 –3.0 –2.6 –2.6 1.9

15 Austria –1.5 –2.8 –1.4 –0.7 –0.6 –0.6 2.2

16 Finland –2.4 –2.7 –2.3 –1.2 –0.6 –0.2 2.5

17 Portugal –4.9 –4.8 –3.3 –2.8 –2.3 –1.8 3.0

18 Spain –6.8 –5.6 –4.4 –3.3 –2.5 –2.1 3.5

19 Ireland –6.6 –3.6 –1.9 –0.8 0.0 0.2 3.8

Cross-country tables
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