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Economic Growth

1 GDP growth resumed in 2009.
Economic activity expanded by 2% in
2010 and into 2011.

9 Consumption growth has been slower
than overall economic growth with both
public and private spending expanding
by less than 1% in the past twelve
months.

1 Real investment spending has
expanded by 2% in the past year. As a
percentage of GDP, it remains
extremely low by historical standards.

9 Firms have been increasing inventories
which has made a positive contribution
to GDP.

9 Export growth resumed when the
economies of t he

partners recovered. A deceleration of
global growth in 2011 has led to a

deceleration of exports.

Consequences of Economic Growth

9 The trade position and the current
account have been in approximate
balance during the past year.

9 Firms have reported that rates of
capacity utilisation have rebounded from
the 2009 trough. Capacity utilisation is
still on the low side of historical norms.

1 Employment began expanding again in
2010 and surveys suggest it has
continued to rise in 2011.

1 Unemployment rose rapidly during the
recession before peaking in 2010. The
unemployment rate of 10% is high by
both historic standards and compared to
other developed economies.
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Sep-10Dec-10 Mar-11 Jun-11

Consume 1.0 1.1 0.9 0.5
Govt 0.3 -0.1 0.8 0.3
Invest 06 1.2 3.7 1.7
Stocks* 0.7 0.7 0.3 0.2
Exports 11.7 11.1 9.6 6.3
Imports 10.5 10.5 8.2 4.7
GDP 20 20 25 1.8

* Stocks are contribution to growth
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Inflation

9 Consumer price inflation has been
propelled back abovethec ent r al
target range by rising energy prices.

1 “Core” inflation has been lower and was
still below 2% during the past year.

1 Energy prices have had a clear impact
on both consumer and producer prices
in recent years. Producer price inflation
has risen to more than 6%.

1 Wage inflation has been subdued and

has remained around 2% in recent
years.
T A rise in labour productivity has

suppressed unit labour costs. These
costs are unchanged from a year ago.

Government Policy

9 The recession caused a decline in tax
revenues and rises in govt expenditure.

9 Governments are incurring, on average,
fiscal deficits of around 6% of GDP
although there are large divergences
between countries.

9 The larger fiscal deficits since the
recession have pushed public debt
levels up to 90% of GDP.

1 Some countries with larger fiscal
problems have been faced with
markedly higher interest rates. These
countries have responded by tightening
fiscal policy in 2011 and beyond.

9 The European Central Bank has begun
raising official interest rates but real
short-term rates are still negative.

1 On a trade-weighted basis, the euro has
been relatively stable since its decline in
the first half of 2010. Current levels are
close to historical norms.

Other Developments

1 Interest rate differentials within the euro
area have widened substantially and
some countries have found it almost
impossible to raise capital through
normal channels.

9 Household saving rates declined in
2010 and into 2011 but remain high.

9 Business surveys have found a sharp
drop in optimism during the middle
months of 2011.
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