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Outlook for the Portuguese Economy: 2007-2008

ECONOMIC POLICY AND SITUATION



OUTLOOK FOR THE PORTUGUESE ECONOMY: 2007-2008

1. INTRODUCTION

The out look for the Por tu guese econ omy in the 2007-2008 pe riod is char ac ter ised by the con tin u ing

grad ual ac cel er a tion in eco nomic ac tiv ity. This re lies, on the one hand, on the sig nif i cant re bound in to -

tal fac tor pro duc tiv ity and, on the other, on the ac cel er a tion of busi ness in vest ment. In this con text,

con sump tion is pro jected to evolve smoothly vis-à-vis the dy nam ics of dis pos able in come, while ex -

ports are ex pected to move in line with the de celer ation of the ex ter nal de mand for the Por tu guese

econ omy. De vel op ments in the fi nanc ing needs of the Por tu guese econ omy over the fore cast ing ho ri -

zon mainly re flect the com bi na tion of a grad ual im prove ment in the trade balance with a deterioration

of the income account.

Af ter weak growth in 2005 (0.5 per cent), gross do mes tic prod uct (GDP) is es ti mated to have grown by

1.3 per cent in 2006, with a pro jected ac cel er a tion to 1.8 and 2.2 per cent in 2007 and 2008 re spec -

tively (Ta ble 1.1). The eco nomic ac tiv ity ex pan sion should not yet give rise to the re start ing of the pro -

cess of real con ver gence to wards the euro area, which was in ter rupted early in the de cade. How ever,

the cur rent pro jec tion points to a GDP growth close to that of the euro area at the end of the fore cast ing 

horizon (Chart 1.1).

The cur rent pro jec tions rely on a se ries of as sump tions for the Por tu guese econ omy par tic u larly on fu -

ture de vel op ments in in ter est rates, ex change rates, in the ex ter nal de mand rel e vant for the Por tu -

guese econ omy and in the prices of sev eral com mod i ties, in clud ing oil. In par tic u lar, it is worth

men tion ing that fi nan cial mar ket ex pec ta tions point to grad u ally less fa vour able fi nanc ing con di tions in
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Table 1.1

PROJECTIONS OF BANCO DE PORTUGAL 2006-2008

Rate of change, in percentage

Weights

2006 2006

Current projection EB Winter 2006

2007 2008 2006 2007 2008

Gross domestic product 100.0 1.3 1.8 2.2 1.2 1.8 2.1

Private consumption 65.4 1.1 1.4 1.4 1.2 1.5 1.7

Public consumption 20.7 -0.3 -0.1 0.3 -0.2 0.0 0.3

Gross fixed capital formation 21.5 -2.0 0.6 3.1 -3.1 0.0 3.9

Domestic demand 107.8 0.2 0.8 1.6 0.1 1.1 1.9

Exports 31.3 9.1 7.2 6.5 9.3 6.2 6.1

Imports 39.1 4.2 3.4 4.2 4.3 3.5 4.7

Contribution (in p.p.)

Net exports 1.0 0.9 0.5 1.1 0.6 0.1

Domestic demand 0.3 0.9 1.7 0.1 1.2 2.0

of which: change in in ven to ries 0.0 -0.1 0.1 0.1 0.2 0.0

Current + capital account (% of GDP) -8.7 -7.9 -8.1 -7.6 -7.3 -7.2

Trade balance (% of GDP) -7.6 -5.7 -5.4 -7.6 -6.4 -6.0

HICP 3.0 2.5 2.3 3.0 2.3 2.4

Note: Pro jec tions cor re spond ing to the main sce nario are shown for each vari able (con sid ered to be the most likely value of that vari able, de pend ing on the se ries of as sump tions in ques -
tion). As de scribed in Sec tion 7 of this ar ti cle, prob a bil ity dis tri bu tions as signed to the pos si ble val ues of the vari able may be asym met ri cal. There fore, the prob a bil ity of ob serv ing a value
be low the main sce nario may be dif fer ent from the prob a bil ity of observing a value above the main scenario.



the 2007-2008 pe riod. The pro jec tion also re lies on spe cific as sump tions for the Por tu guese econ omy, 

namely as re gards de vel op ments in the main gen eral gov ern ment ag gre gates. In this con text, the cur -

rent pro jec tion as sumes the main te nance of the cur rent fis cal con sol i da tion pro cess, which, not with -

stand ing some short-term re stric tive effects, is essential to promoting sustained economic growth in

the medium to long term.

The grad ual ac cel er a tion in ac tiv ity in this busi ness cy cle will cru cially de pend on higher growth in to tal

fac tor pro duc tiv ity, sim i larly to pre vi ous busi ness cy cles. In turn, de vel op ments in busi ness in vest ment

in the past few years seem to have eased the con tri bu tion of the cap i tal stock to GDP growth. Af ter

weak pro duc tiv ity growth in the Por tu guese econ omy over the past few years, on av er age, de vel op -

ments in to tal fac tor pro duc tiv ity over the fore cast ing ho ri zon will be par tic u larly in flu enced by the con -

tin u ing pro cess of cor po rate sec tor re struc tur ing. This pro cess may be as so ci ated not only to the

re place ment of less pro duc tive com pa nies with com pa nies that are more ef fi cient in terms of re source

uti li sa tion, but also to the cre ation of jobs with higher productivity levels within the internal restructuring

processes in existing companies.

The in crease in the growth pace of eco nomic ac tiv ity through out the fore cast ing ho ri zon es sen tially re -

flects an ac cel er at ing do mes tic de mand, in so far as a cer tain slow down in ex ports is to be ex pected.

Nev er the less, the lat ter are likely to con tinue to grow close to the val ues pro jected for the main mar kets 

of des ti na tion. The ac cel er a tion in do mes tic de mand re flects a re bound in in vest ment, which is likely to 

show pos i tive growth rates in 2007. In turn, pri vate con sump tion will ex hibit a very mod er ate re cov ery

pro file, re flect ing the main te nance of bid ing con straints stem ming from sol vency con di tions which are

linked to intertemporal bud get re stric tions, in a con text of grad u ally less fa vour able fi nanc ing con di -

tions and a mod er ate re cov ery in em ploy ment. Fi nally, the on go ing fis cal con sol i da tion pro cess may

re quire a re stric tive fis cal pol icy un til the end of the cur rent fore cast ing ho ri zon, so as to en sure con ver -

gence to wards the me dium-term ob jec tive envisaged in the Stability and Growth Programme

(structural balance of -0.5 per cent of GDP in 2010). 

As re gards the Por tu guese econ omy’s fi nanc ing needs mea sured by the com bined cur rent and cap i tal

ac count bal ance, cur rent pro jec tions in cor po rate a de crease from 8.7 per cent of GDP in 2006 to
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Chart 1.1

GROSS DOMESTIC PRODUCT

Rate of change, in percentage
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around 8 per cent in 2007 and 2008. This es sen tially re flects the de cline of the goods and ser vices

trade def i cit in 2007, namely in its non-en ergy com po nent, in a con text where do mes tic de mand will

grow less than in the ma jor trad ing part ners and where the re struc tur ing pro cess of the ex port sec tor

will likely cre ate a fa vour able im pact in the terms of trade on the fore cast ing ho ri zon as a whole. De vel -

op ments in the trade bal ance are ex pected to more than off set the wors en ing of the in come ac count,

de ter mined by both the grad u ally de te ri o rat ing in ter na tional in vest ment po si tion and the increase

assumed for interest rates over the forecasting horizon.

Cur rent pro jec tions point to a re duc tion of the in fla tion rate, as mea sured by the an nual av er age rate of

change in the Har mo nised In dex of Con sumer Prices (HICP), from 3 per cent in 2006 to 2.5 per cent in

2007 and 2.3 per cent in 2008. The de celer ation in prices pro jected for 2007 is es sen tially de ter mined

by the en ergy com po nent, which will evolve in line with the path as sumed for oil prices. In fla tion de vel -

op ments in 2007 will be equally con di tioned by a num ber of spe cific fac tors, es pe cially the sig nif i cant

ac cel er a tion in un pro cessed food prices from late 2006 on wards. The un wind ing of these ef fects and

the mod er a tion of growth in non-en ergy im port prices are likely to con trib ute to a de celer ation in the

non-energy component of the HICP in 2008. 

The cur rent pro jec tion keeps the fore cast for GDP growth in 2007 un changed from the one pub lished

in the win ter 2006 is sue of the Eco nomic Bul le tin, al though the com po si tion of ex pen di ture in cor po -

rates some dif fer ences (Chart 1.2). The re vi sion of the com po si tion of ex pen di ture re flects the in cor po -

ra tion of new in for ma tion re leased by Instituto Nacional de Estatística (INE), namely quar terly na tional

ac counts for the fourth quar ter of 2006 and the first quar ter of 2007, and in ter na tional trade sta tis tics

for April. This in for ma tion re vealed a more fa vour able per for mance of ex ports and in vest ment than

pre vi ously pro jected, which de ter mined an up ward re vi sion of the growth pro jec tion for these ex pen di -

ture com po nents. By con trast, in for ma tion on private consumption points to lower growth than

previously projected.

As re gards 2008, the cur rent pro jec tion in cludes an up ward re vi sion of ac tiv ity growth by 0.1 per cent -

age points (p.p.), given that the lower con tri bu tion of do mes tic de mand is ex pected to be more than off -

set by the greater con tri bu tion of net ex ports. Lower pri vate con sump tion and in vest ment growth
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Chart 1.2

REVISION VERSUS THE PROJECTION OF THE WINTER 2006 ECONOMIC BULLETIN
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re flects the up ward re vi sion of in ter est rates and less fa vour able de vel op ments projected for

employment growth.

The cur rent pro jec tion in cor po rates an im prove ment of the trade bal ance as a per cent age of GDP, by

0.7 p.p. and 0.6 p.p. in 2007 and 2008 re spec tively, mainly re flect ing the down ward re vi sion of im ports

in nom i nal terms.1

The cur rent pro jec tion for the in fla tion rate in 2007 rep re sents a slightly higher value than that re leased

in the Win ter 2006 Eco nomic Bul le tin, re flect ing the up ward re vi sion of the oil price in euro and the in -

crease in some ad min is tered prices. For 2008 the cur rent pro jec tion points to a slight down ward

revision (-0.1 p.p.).

2. UNDERLYING ASSUMPTIONS 

The cur rent pro jec tion re lies on a se ries of tech ni cal as sump tions. As sump tions re lated to de vel op -

ments in in ter est rates, ex change rates and in ter na tional com mod ity prices are based on in for ma tion

avail able in fi nan cial mar kets up to the beginning of June. 

This ex er cise also as sumes an evo lu tion for the ex ter nal de mand rel e vant for the Por tu guese econ -

omy which is based on pro jec tions for the euro area econ o mies, pre pared by the re spec tive na tional

cen tral banks within the Eurosystem staff pro jec tion ex er cise of June 2007, and on the ag gre ga tion of

a se ries of as sump tions for de vel op ments in non-euro area economies.

Fi nally, ac count is also taken of spe cific as sump tions for Por tu gal, par tic u larly those re lat ing to de vel -

op ments in pub lic fi nances and prices sub jected to regulations.

2.1. Interest rates and exchange rates

The cur rent pro jec tion as sumes that short and long-term in ter est rates evolve in line with fi nan cial mar -

ket ex pec ta tions up to the end of the fore cast ing ho ri zon. This as sump tion trans lates into a rise in the

short-term in ter est rate, from an av er age 3.1 per cent in 2006 to 4.2 per cent in 2007 and 4.8 per cent in 

2008. Long-term in ter est rates are also ex pected to rise, al beit more mod er ately, from 3.9 per cent in

2006 to 4.5 per cent in 2007 and 4.8 per cent in 2008. Ex change rates are as sumed to re main at the

av er age levels pre vail ing in early June. This tech ni cal as sump tion im plies an ap pre ci a tion of the euro

by 3 per cent in 2007 in ef fec tive terms and by 6.5 per cent against the US dollar.

2.2. International prices

Tech ni cal as sump tions re gard ing de vel op ments in in ter na tional com mod ity prices are based on ex -

pec ta tions im plied in fu tures mar kets. In the case of the oil price, fol low ing the sharp in creases seen in

re cent years, fu tures mar kets point to an an nual av er age value in 2007 sim i lar to that re corded in 2006

(around USD 65 per bar rel) and to a slight in crease to approximately USD 70 in 2008. 

Non-en ergy com mod ity prices in US dol lars will con tinue to grow at a high rate in 2007 (22 per cent),

fol lowed by a con sid er able de celer ation in 2008 to a growth rate of around 5 per cent.
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(1) Projections for the combined current and capital account balance are well below projections in the central scenario of the winter 2006 Eco nomic Bul le tin.
This dif fer ence es sen tially re flects up dated data for the in come ac count, as so ci ated with a more marked de te ri o ra tion than ini tially es ti mated of the
Por tu guese econ omy’s in ter na tional in vest ment po si tion, as well as a down ward re vi sion of the sur plus es ti mated for the cap i tal ac count. 1111



With re gard to con sumer prices in the euro area, the Eurosystem’s pro jec tions re leased in June 2007

Monthly Bulletin of the European Central Bank (ECB) point to an an nual av er age growth rate of the

HICP be tween 1.8 and 2.2 per cent in 2007 and 1.4 and 2.6 per cent in 2008 (2.2 per cent in 2006).

Whereas in 2007 the rise in in di rect taxes is ex pected to have a sig nif i cant im pact on HICP growth (with 

a 0.5 p.p. con tri bu tion), changes in in di rect taxes as sumed in the cur rent pro jec tion are likely to have,

in gen eral, a neu tral im pact on in fla tion in 2008. Some ac cel er a tion in nom i nal com pen sa tion per em -

ployee is also be ing pro jected, which, to gether with sta ble pro duc tiv ity growth, trans lates into a mod er -

ate ac cel er a tion in unit la bour costs. Fi nally, these pro jec tions in cor po rate a con tinued in crease in

profit margins, albeit at a gradually weaker pace.

2.3. Economic activity abroad and external demand

De vel op ments in the ex ter nal de mand for the Por tu guese econ omy as sumed in the cur rent ex er cise

are based on an ex ter nal frame work com mon to all Eurosystem coun tries re gard ing out put growth and

im ports of goods and ser vices from a group of non-eu ro area econ o mies.2 This frame work serves as a

ba sis for the pro jec tions of the na tional cen tral banks of euro area coun tries, the con sis tency of goods

and ser vices trade flows among them being subsequently ensured.

Growth in non-Eurosystem econ o mies is as sumed to stand at around 5 per cent in 2007 and 2008,

which com pares with 6 per cent in 2006. Al though the US econ omy is, to some ex tent, as sumed to

slow down, growth in non-Ja pan Asia will re main ro bust. For the re main ing coun tries, in clud ing

non-eu ro area EU econ o mies and Ja pan, Eurosystem’s pro jec tions also point to the main te nance of

buoyant growth.

In spite of a less fa vour able in ter na tional en vi ron ment, ac cord ing to the Eurosystem’s ex er cise re -

leased in the June 2007 is sue of the ECB’s Monthly Bulletin, quar terly GDP growth rates will re main

rel a tively sta ble in 2007, with an an nual av er age rate of change in the range of 2.3-2.9 per cent. For the 

fol low ing year, the pro jec tions point to eco nomic ac tiv ity growth rates be tween 1.8 and 2.8 per cent.

This is es sen tially due to the be hav iour of do mes tic de mand, sus tained by an ex pected im prove ment

in la bour mar ket con di tions, which is likely to have a pos i tive im pact on dis pos able income and private

consumption developments.

Tak ing into ac count the as sump tions for the growth rate of non-eu ro area econ o mies and es pe cially

pro jec tions for the evo lu tion of the euro area eco nomic ac tiv ity, the ex ter nal de mand rel e vant for the

Por tu guese econ omy is ex pected to be less buoy ant in 2007 (6.4 per cent, from 8.5 per cent in 2006),

re flect ing a de celer ation in both the intra and the ex tra-eu ro area com po nent. For 2008, growth in the

ex ter nal de mand for the Por tu guese econ omy will be rel a tively sta ble (5.9 per cent), based on a fur ther 

de celer ation in the intra-eu ro area com po nent, coun ter bal anced by an acceleration in the extra-euro

area component.

2.4. Specific assumptions for Portugal

The cur rent pro jec tion is also based on a se ries of spe cific as sump tions for the Por tu guese econ omy,

stress be ing laid on those re fer ring to pub lic fi nances and ad min is tered prices.

With re gard to pub lic fi nances, ac cord ing to the rule used at Eurosystem level, ac count was only taken

of the fis cal pol icy mea sures al ready ap proved or which were spec i fied in de tail and are likely to pass
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(2) For the United Kingdom, it excludes the effects of the VAT fraud, according to estimates of the UK Office for National Statistics (available at
http://www.statistics.gov.uk/pdfdir/trd0607.pdf).



the leg is la tive pro cess. This as sump tion re strains, in par tic u lar, de vel op ments pro jected for pub lic con -

sump tion, namely as re gards pos si ble im pacts of the Re struc tur ing Programme for the State’s Cen tral

Ad min is tra tion (PRACE) and of the re form of the gen eral gov ern ment bind ing, ca reer and re mu ner a -

tion schemes. Against this back ground, real pub lic con sump tion is as sumed to al most sta bi lise in 2007 

and to in crease slightly in 2008. This es sen tially stems from a re duc tion of the num ber of pub lic em -

ploy ees, in line with the rule of hir ing only one em ployee per each two leav ing ser vice, from a neg li gi ble

rise in real in ter me di ate con sump tion and, in 2007, from sav ings on med i cal ser vices and phar ma ceu -

ti cal subsidies, following the measures introduced in the State Budget for 2007.

Re gard ing pub lic in stru ment, it was as sumed that the ra tio to GDP would re cord a mi nor down ward

trend over the fore cast ing ho ri zon. Un cer tainty as so ci ated with this item is par tic u larly high, due not

only to the fis cal con sol i da tion strat egy, but also to the fact that 2007 is the first year of the Na tional

Stra te gic Reference Framework.

As far as in di rect tax a tion is con cerned, in 2007 the cur rent pro jec tion takes into con sid er ation the rise

in unit rates on the tax on oil prod ucts by 2.5 cents per fuel litre in mid-Jan u ary this year, as well as the

in crease in the to bacco tax, in line with the State Bud get for 2007. In 2008, fur ther rises in the tax on oil

prod ucts and the to bacco tax, are be ing as sumed in line with the De cem ber 2006 up date of the Sta bil -

ity and Growth Programme. The cur rent pro jec tion also as sumes that the re main ing ad min is tered

prices will, in gen eral, evolve in line with that recorded in recent years.

3. SUPPLY

3.1. Economic activity

The cur rent pro jec tion points to a real GDP growth rate of 1.8 per cent in 2007 (af ter 1.3 per cent in

2006), and to an ac cel er a tion to 2.2 per cent in 2008 (Chart 3.1.1). This in crease in the growth pace of

eco nomic ac tiv ity es sen tially re flects de vel op ments in the pri vate sec tor, which is fore cast to grow by

2.2 per cent in 2007 (af ter 1.7 per cent in 2006), and then ac cel er ate to around 2.7 per cent in 2008.
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Chart 3.1.1

DEVELOPMENTS IN ECONOMIC ACTIVITY
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Eco nomic ac tiv ity in the pub lic sec tor will likely con tract fur ther in 2007 and 2008 by around 0.5 per

cent, which is not with stand ing bel low the one re corded in 2006 (-1.9 per cent).3

At the sec toral level, man u fac tur ing ac tiv ity in 2006 was re mark ably buoy ant, grow ing by an es ti mated

2.8 per cent, as so ci ated with strong goods ex port growth. In 2007 and 2008 ac tiv ity in this sec tor will be 

con di tioned by the slow down in ex ter nal de mand rel e vant for the Por tu guese firms, which will nev er -

the less con tinue to grow sig nif i cantly. This sec tor will ben e fit, how ever, from the re bound in do mes tic

de mand over the fore cast ing ho ri zon, de spite the high import content of its most dynamic components.

Af ter suc ces sive de creases in the past few years (-4.5 per cent in 2005 and -6.4 per cent in 2006), ac -

tiv ity in the con struc tion sec tor is likely to re cord pos i tive growth rates at the end of the fore cast ing ho ri -

zon, in line with some re cov ery of in vest ment spend ing on hous ing and con struc tion by house holds

and firms. In ad di tion, de vel op ments in the con struc tion sec tor will re flect the sta bili sa tion of the gen -

eral gov ern ment in vest ment vol ume in levels close to those seen in 2006, af ter substantial drops in

previous years.

In the ser vices sec tor, ac tiv ity will prob a bly con tinue to show weak growth, de spite the fa vour able per -

for mance of ser vices ex ports, sim i larly to 2006 (the es ti mated fig ure stood at 1.2 per cent). This trend

re flects the pro jected mod er ate growth for house hold con sumer spend ing, al beit at a higher pace than

that re corded in 2006, and a vir tu ally nil in crease in ser vices es sen tially supplied by the public sector.

The cur rent pro jec tion points to a GDP growth above the cur rently avail able es ti mates for po ten tial out -

put growth over the ho ri zon.4 This im plies the con tin u ing grad ual nar row ing of the out put gap (Chart

3.1.2).
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Chart 3.1.2
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Note: For fur ther de tails on the out put gap com pu ta tion meth ods, see Almeida, V. and R.
Félix (2006), “Computing Potential Output and the Output Gap for the Portuguese
Economy”, Economic Bulletin, Banco de Portugal, autumn 2006. 

(3) Public sector output corresponds to general government expenditures on primary factors which are intended to provide public goods and services, in
particular compensation of public employees and consumption of fixed capital. Private sector output is obtained as the difference between total output and
public sector output, thus including general government intermediate consumption expenditure on goods and services produced by the private sector.

(4) See V. Almeida and R. Félix (2006),  Computing Potential Output and the Output Gap for the Portuguese Economy”, Economic Bulletin, Banco de Portugal,
autumn 2006.



3.2. Employment

In 2006 em ploy ment grew by 0.7 per cent, sur pass ing ex pec ta tions im plied by the trend of eco nomic

ac tiv ity. The cur rent pro jec tion points to em ploy ment growth of 0.3 per cent in 2007, re flect ing the slow -

down re corded at the end of last year and early this year. In 2008 em ploy ment is pro jected to grow fur -

ther by around 1 per cent, evolv ing in line with the grad ual ac cel er a tion in economic activity. 

De vel op ments pro jected for ag gre gate em ploy ment re sult, how ever, from a dis tinct be hav iour of the

pri vate sec tor and gen eral gov ern ment. In par tic u lar, in the lat ter case, a net re duc tion of num ber of

pub lic em ploy ees in 2007 and 2008 was as sumed. Em ploy ment in the pri vate sec tor in 2006 grew at a

higher rate than sug gested by its re la tion ship with the re spec tive de vel op ments in ac tiv ity (Chart

3.2.1). How ever, ac cord ing to the avail able in for ma tion, the re ver sal of this trend started in late 2006

and con tinued in early 2007, and there fore the pro jec tion for the cur rent year in cludes a slow down in

em ploy ment in this sec tor. In 2008 de vel op ments in em ploy ment in the pri vate sector are likely to be

again more in line with economic activity.

La bour sup ply has been marked over the past few years by the up ward trend of the ac tiv ity rate, which

re flects, in ter alia, the grow ing par tic i pa tion of women in the la bour mar ket, as well as de mo graphic dy -

nam ics and the fos ter ing of ac tive age ing through re tain ment pol i cies in em ploy ment tar geted at older

age groups. How ever, the im pact of some of these fac tors is likely to di min ish in the short term, and

there fore a slow down in the la bour force to some ex tent is taken into con sid er ation over the forecasting 

horizon.

Ap par ent la bour pro duc tiv ity will ac cel er ate con sid er ably in 2007, fol low ing weak growth in 2006, as a

re flec tion of the re bound in eco nomic ac tiv ity and the re ver sal of par tic u larly high em ploy ment growth.

Al though out put growth per hour worked has slightly sur passed that of out put per worker in 2006, in a

con text of de creas ing av er age work ing hours, both in di ca tors are ex pected to grow similarly over the

horizon.
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Chart 3.2.1
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3.3. Factors of economic growth 

De vel op ments in in vest ment in cluded in the cur rent pro jec tion de ter mine the main te nance of mod er -

ate growth in the cap i tal stock, which is ex pected to grow at rates close to 1 per cent in 2007 and 2008,

sim i larly to 2006. These de vel op ments in the cap i tal stock, in a con text of more dy namic growth in eco -

nomic ac tiv ity, de ter mine a sta bili sa tion of the cap i tal-out put ra tio in the pe riod fol low ing the 2003 re -

ces sion, as had been the case in the wake of the 1993 re ces sion. With re gard to phys i cal cap i tal per

worker, the cur rent pro jec tion points to lower growth for the 2006-2008 pe riod, vis-à-vis developments

in the preceding period (Chart 3.3.1).

The fac tors that in flu ence the Por tu guese econ omy’s growth can be iden ti fied through the break down

of out put growth into the con tri bu tions stem ming from the use of la bour and cap i tal in puts, and of the

to tal pro duc tiv ity growth of these fac tors. To tal fac tor pro duc tiv ity is ob tained as a re sid ual, com puted

by the share of eco nomic growth that is not ac counted for by the con tri bu tion of in puts con sid ered in

the pro duc tion func tion (in this case, la bour and cap i tal). Hence, this com po nent re flects the in flu ence

of var i ous ef fects, namely tech no log i cal and or gani sa tional ad vances, changes in the in sti tu tional

frame work of eco nomic ac tiv ity and all qual i ta tive changes in in puts them selves, in par tic u lar de vel op -

ments in hu man cap i tal.5 In ad di tion, it is worth men tion ing that this pro duc tiv ity mea sure is affected by

measurement errors as regards the quantity of inputs effectively used .

The break down of out put growth points to a dif fer ent con tri bu tion of in puts over the fore cast ing ho ri -

zon. Hence, against a back ground of low cap i tal stock growth and mod er ate em ploy ment growth, to tal

fac tor pro duc tiv ity growth will play a fun da men tal role in the de vel op ment of eco nomic ac tiv ity over the

cur rent pro jec tion horizon (Chart 3.3.2).
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Chart 3.3.1
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(5) For further details on the growth accounting exercise and the precautions needed for its interpretation, see V. Almeida and R. Félix (2006), Computing
Potential Output and the Output Gap for the Portuguese Economy”, Economic Bulletin, Banco de Portugal, Autumn 2006.



The rise in to tal fac tor pro duc tiv ity im plied in the cur rent pro jec tion, in ad di tion to re flect ing pro-cy cli cal

de vel op ments in the ca pac ity uti li sa tion rate,6 also re flects a pro cess of rebalancing of the na tional pro -

duc tion, par tic u larly of the ex port sec tor. The par tic i pa tion of new play ers in in ter na tional trade with low

unit pro duc tion costs and with a pat tern of spe ciali sa tion that is par tic u larly com pet i tive with the Por tu -

guese ex port struc ture seems to have im plied a re duc tion in the weight of ex ports of prod ucts with low

tech no log i cal and hu man cap i tal con tent and some re al lo ca tion of re sources to the re main ing mar ket

seg ments. This re struc tur ing pro cess may be as so ci ated not only to the re place ment of less pro duc -

tive com pa nies by com pa nies more ef fi cient in terms of re source uti li sa tion, but also to the cre ation of

jobs with higher productivity levels, within internal corporate restructuring processes.

The com par i son of the role of the dif fer ent fac tors that in flu ence eco nomic growth in the pe riod fol low -

ing the 1993 and 2003 re ces sions al lows for the high light ing of some dis tinc tive fac tors of the cur rent

re cov ery stage (Chart 3.3.2). Thus, GDP growth in the years fol low ing the 2003 re ces sion has been

marked, on av er age, by a lower con tri bu tion both of in puts and of their pro duc tiv ity. This seems to be

par tic u larly pro nounced in the case of the in put cap i tal, re flect ing the weak in vest ment dy nam ics (see

sub-section 4.3), and con trasts with the high growth rates seen in the period following the 1993

recession. 

The con tri bu tion of la bour in put in the pe riod fol low ing the 2003 re ces sion is sub stan tially lower than

that re corded in the pe riod sub se quent to the 1993 re ces sion. In par tic u lar, the most re cent pe riod

showed lower av er age em ploy ment growth in the pri vate sec tor. The cur rent pro jec tion as sumes the

con tin u ing net re duc tion in the num ber of pub lic em ploy ees over the fore cast ing ho ri zon, similarly to

what happened in 2006.

Fi nally, the con tri bu tion of to tal fac tor pro duc tiv ity to growth in the pe riod fol low ing the 2003 re ces sion

was, on av er age, slightly lower than af ter the 1993 re ces sion. How ever, as al ready men tioned, the re -

bound in eco nomic ac tiv ity in 2007 and 2008 will likely be as so ci ated with an in creased con tri bu tion of

to tal fac tor pro duc tiv ity to fig ures sim i lar to those estimated for the 1996-1998 period.
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Chart 3.3.2

CONTRIBUTION OF INPUTS TO OUTPUT GROWTH DURING AND AFTER THE 1993 AND 2003 RECESSIONS
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(6) A rise in the capacity utilisation rate reflects positively on total factor productivity, insofar as the capital factor is measured by the installed capital stock and
not by that effectively used in production.



4. DEMAND

4.1. Expenditure composition

The grad ual ac cel er a tion of eco nomic ac tiv ity over the pro jec tion ho ri zon from 1.3 per cent in 2006 to

1.8 and 2.2 per cent in 2007 and 2008 in cor po rates an in crease in the con tri bu tion of do mes tic de mand 

and a de cline in the con tri bu tion of net ex ter nal de mand. The con tri bu tion of do mes tic de mand is ex -

pected to go up from 0.3 p.p. in 2006 to ap prox i mately 0.9 and 1.7 p.p. in 2007 and 2008, chiefly re -

flect ing the re turn of in vest ment to pos i tive growth rates. The con tri bu tion of net ex ter nal de mand, in

turn, is pro jected to de cline by around 1.0 p.p. in 2006 to 0.9 and 0.5 p.p. in 2007 and 2008 re spec -

tively, re flect ing a slow down in ex ports and some acceleration in imports, namely in 2008. 

A com par i son of the con tri bu tion of the dif fer ent ex pen di ture com po nents to GDP growth at sim i lar

stages of the busi ness cy cle high lights the spe cial char ac ter is tics of the pres ent stage of re cov ery of

ac tiv ity, as re gards both its dy nam ics and the role played by the dif fer ent eco nomic agents as fi nal us -

ers of the goods and services produced.

As al ready ex am ined in pre vi ous is sues of the Eco nomic Bul le tin, not only the strength of eco nomic ac -

tiv ity at the pres ent stage of re cov ery is clearly lower than af ter the 1993 re ces sion, but also GDP re -

cov ery has as sumed a more ir reg u lar profile (Chart 4.1.1).

As re gards ex pen di ture com po si tion, the dif fer ences be tween both busi ness cy cles are chiefly cen tred 

on do mes tic de mand. The weak growth of do mes tic de mand, con trary to the buoy ancy ob served dur -

ing the re cov ery stage fol low ing the 1993 re ces sion, largely re flects lim i ta tions stem ming from the

intertemporal bud get re stric tions of the eco nomic agents, as well as their im pact on ex pec ta tions in

terms of future demand developments.

Turn ing to house holds, the in debt ed ness level as a per cent age of dis pos able in come has in creased

steadily, which, against the back ground of in creas ing in ter est rates, will tend to limit con sump tion and
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Chart 4.1.1

BREAKDOWN OF GDP GROWTH DURING AND AFTER THE 1993 AND 2003 RECESSIONS
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in vest ment ex pen di ture in hous ing by house holds, namely due to the need to fi nan ce debt ser vice. In

turn, the pe riod fol low ing the 1993 re ces sion was char ac ter ised by a sus tained de cline in fi nanc ing

costs, and by strong growth of house hold in debt ed ness, which stood then at sub stan tially lower levels,

fa vour ing the strong growth of con sump tion and in vest ment ex pen di ture in housing in the second half

of the 1990s.

Con cern ing gen eral gov ern ment , mea sures lead ing to the cor rec tion of the ex ces sive def i cit sit u a tion,

al though fun da men tal to en sure sus tained growth in the me dium and long term, have lim ited the con tri -

bu tion of con sump tion and pub lic in vest ment to growth in re cent years. This trend is ex pected to be

main tained un til the end of the cur rent pro jec tion ho ri zon. In turn, the pe riod fol low ing the 1993 re ces -

sion was char ac ter ised by a more sig nif i cant con tri bu tion of gen eral gov ern ment ex pen di ture to GDP

growth. In par tic u lar, from 1997 to 2001, the fis cal pol icy was strongly expansionary and assumed a

clearly pro-cyclical nature.

The con tri bu tion of busi ness in vest ment to growth of eco nomic ac tiv ity in the cur rent re cov ery pe riod

has been clearly lower than af ter the 1993 re ces sion. How ever, a clear in crease is pro jected over the

cur rent fore cast ing ho ri zon. It is worth men tion ing that the suc ces sive de creases in busi ness in vest -

ment in the re cent past have prob a bly cor re sponded to an ad just ment of the cap i tal stock to levels con -

sis tent with the cur rent out look for the trend growth of de mand. In turn, the pe riod fol low ing the 1993

re ces sion was char ac ter ised by a very sig nif i cant growth of pri vate in vest ment, boosted by an in crease 

in the op ti mal cap i tal stock, as a result of the significant cut in financing costs.

4.2. Private consumption

Pri vate con sump tion de cel er ated from 2.1 per cent in 2005 to 1.1 per cent in 2006. In spite of this slow -

down, con sump tion growth con tinued to be higher than growth of house hold real dis pos able in come,

de ter min ing a de cline in the sav ing rate of ap prox i mately one per cent age point. Ac cord ing to the cur -

rent pro jec tions, this ex pen di ture com po nent will grow by 1.4 per cent in 2007 and in 2008, re flect ing

smoothed de vel op ments vis-à-vis the pro jected evo lu tion of dis pos able in come (Chart 4.2.1). Tak ing

as a ref er ence for the euro area the mid point of the pro jected ranges pub lished by the ECB in the June

issue of the Monthly Bulletin, the growth of house hold con sump tion ex pen di ture in Por tu gal is ex -

pected to re main be low that of the euro area up to the end of the horizon, similarly to what occurred in

2006 (Chart 4.2.2).

De vel op ments in pri vate con sump tion in 2006 were the re sult of the com bined slight slow down in con -

sump tion of non-du ra ble goods and of the sig nif i cant fall in con sump tion of du ra ble goods af ter the

strong growth ob served in 2005. The grad ual in crease in in ter est rates and the en su ing rise in the debt

bur den, in a con text of high house hold in debt ed ness, as well as higher than ini tially ex pected growth of

con sumer prices, have con trib uted to the weak growth of dis pos able in come in real terms, which lim -

ited the growth of this expenditure component in 2006.

The ac cel er a tion of pri vate con sump tion in 2007 is cor rob o rated by de vel op ments in the sur vey re -

gard ing house hold fi nan cial sit u a tion over the next 12 months made avail able by the Eu ro pean Com -

mis sion (Chart 4.2.3). The ex pected con sump tion be hav iour over the pro jec tion ho ri zon re flects, al beit 

smoothly, de vel op ments in the real dis pos able in come of house holds, made pos si ble by the more sus -

tained re cov ery of eco nomic ac tiv ity. The lagged ef fects as so ci ated with the sus tained in crease in in -

ter est rates, in a con text where im prove ments in the la bour mar ket are still not very mean ing ful, should

act as mod er at ing factors of consumption expenditure, namely as regards durable goods.
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The growth of house hold con sump tion ex pen di ture will likely re main be low GDP growth, af ter a de -

cade when the an nual av er age growth was al most 0.5 per cent age point higher and when the sav ing

rate de clined by around 3 p.p. in ac cu mu lated terms. Over the fore cast ing ho ri zon, against a back -

ground of smoothed de vel op ments in con sump tion, a fur ther de crease is ex pected in the sav ing rate in 

2007, followed by a recovery in 2008.
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Chart 4.2.1
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Chart 4.2.2
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Note: (a) Fig ures for the euro area cor re spond to the mid point of pro jec tion range pub -
lished in the June issue of the ECB Monthly Bulletin.

Chart 4.2.3
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4.3. Gross fixed capital formation 

Gross fixed cap i tal for ma tion (GFCF) con tracted by 2 per cent in 2006. Over the last five years, the ac -

cu mu lated fall reached ap prox i mately 16 per cent, gen er at ing a grad ual and marked de cline in the

weight of this com po nent of ex pen di ture on GDP (Chart 4.3.1 and Chart 4.3.2). The break down of

GFCF by in sti tu tional sec tors sug gests dif fer ent be hav iours. While growth of busi ness in vest ment was

close to 1 per cent in 2006, af ter a four year pe riod of con sec u tive falls, the drop in in vest ment by gen -

eral gov ern ment and by house holds in housing was very significant.  

The anal y sis of the re cent be hav iour of busi ness and house hold in vest ment, sim i larly to pri vate con -

sump tion, falls within the scope of the pro cess of ad just ment to a sys tem char ac ter ised by struc tur ally

lower fi nanc ing costs as a re sult of par tic i pa tion in the euro area and fi nan cial in te gra tion of the Por tu -

guese econ omy. The fall in nom i nal and real in ter est rates and ex pec ta tions re gard ing higher eco -

nomic growth in the sec ond half of the 1990s stim u lated in debt ed ness in tended to fi nan ce the

ex pan sion of the hous ing stock held by house holds and in vest ment by com pa nies, which led to a sig -

nif i cant increase in the investment rate of the economy until 2000. 

Af ter 2001, in vest ment de cel er ated clearly, in a con text of weak trend growth of pro duc tiv ity, in flu enced 

by the oc cur rence of a num ber of ex ter nal and in ter nal shocks. In par tic u lar, stress should be laid, at

the ex ter nal level, on the sharp de celer ation of the euro area econ omy af ter 2000, the strong rise in oil

prices, and the marked in crease in com pe ti tion and in global eco nomic in te gra tion. At the do mes tic

level, it is worth men tion ing the ex ces sive def i cit sit u a tion of the gen eral gov ern ment, as well as un cer -

tainty re gard ing the in dis pens able fis cal con sol i da tion mea sures, which have con trib uted to moderate

growth of economic activity in recent years.

The cur rent pro jec tion points to a slight re cov ery in the over all in vest ment level in 2007, mainly de ter -

mined by the sta bili sa tion of gen eral gov ern ment in vest ment (af ter a fall by more than 15 per cent in

2006) and of hous ing in vest ment (af ter a drop of ap prox i mately 4 per cent in 2006). The de vel op ment

of in vest ment in hous ing is af fected by the above-men tioned ex pan sion of the hous ing stock at the end
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Chart 4.3.1

BREAKDOWN OF GFCF
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of the 1990s, since the long cy cle as so ci ated with de ci sions to pur chase a house and the low de pre ci a -

tion rate of hous ing ren der a rather slow re newal, af fect ing de vel op ments in this type of investment

during very long periods. 

Busi ness in vest ment, in turn, is ex pected to grow by around 1 per cent, close to the fig ure ob served in

2006, al though ac cel er at ing strongly dur ing the year, to reach a growth rate sig nif i cantly above the an -

nual av er age at the end of 2007. How ever, the an nual av er age value is neg a tively af fected by the

intra-an nual de celer ation pro file in the pre vi ous year, which was strongly af fected by some tem po rary

fac tors oc curred in the first half of the year.7 The re cov ery pro file of busi ness in vest ment is con sis tent

with the in crease in the con fi dence levels in the in dus trial sec tor since mid-2005, re flected in the con fi -

dence in di ca tor and in pro duc tion ex pec ta tions of the European Commission’s opinion surveys (Chart

4.3.3).

Fore casts for 2008 point to an ac cel er a tion of GFCF (from 0.6 per cent in 2007 to 3.1 per cent in 2008)

to a clearly higher pace than the one of eco nomic ac tiv ity, thereby play ing a prom i nent role in its re cov -

ery. These de vel op ments are chiefly the re sult of the ac cel er a tion in pri vate GFCF, to the ex tent that

the level of gen eral gov ern ment in vest ment is ex pected to re main vir tu ally un changed (see sub sec tion

2.4). The ac cel er a tion of busi ness GFCF re flects the usual pro-cy cli cal de vel op ment and is in line with

the em pir i cal reg u lar ity ob served in the Por tu guese econ omy (Chart 4.3.4). Against a back ground of

grad ual re cov ery of over all de mand busi ness re struc tur ing, namely of the in dus trial sec tor, and pur suit

of fis cal con sol i da tion, more fa vour able con di tions will be cre ated for busi ness in vest ment which will

con trib ute to a more bal anced and sus tain able growth of do mes tic ac tiv ity. In turn, growth in in vest -

ment in hous ing will likely be more marked in 2008, in spite of the up ward pro file of the in ter est rates

over the fore cast ing ho ri zon, re flect ing the acceleration of real disposable income and some

improvement in labour market conditions.
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Chart 4.3.3
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Chart 4.3.4
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(7) Namely the strong growth of GFCF in transport material.



4.4. External trade 

Ex ports of goods and ser vices will likely con tinue to be the most dy namic com po nent of de mand in

2007 and 2008, in spite of the slight de celer ation over the fore cast ing ho ri zon (Chart 4.4.1). 

In 2006 ex ports had a very sig nif i cant con tri bu tion to the re cov ery of eco nomic ac tiv ity, with a marked

growth of 9.1 per cent, in line with de vel op ments of de mand for im ports by the group of coun tries that

form the main mar kets of des ti na tion of Por tu guese ex ports (see subsection 2.3). This strong growth of 

ex ports, in line with the evo lu tion of ex ter nal de mand, is in con trast with de vel op ments in the two pre vi -

ous years, when there were sub stan tial losses of mar ket shares in real terms, which have reached ap -

prox i mately 10 per cent in accumulated terms.

The re cent de vel op ments in ex ports of goods will con tinue to re flect the grad ual pro cess of re con ver -

sion in man u fac tur ing, stim u lated by in creased com pe ti tion in in ter na tional mar kets (see “Box: Re cent

de vel op ments in goods and ser vices ex ports”). The par tic i pa tion of new play ers with low unit pro duc -

tion costs and with an es pe cially com pet i tive spe ciali sa tion pat tern vis-à-vis the struc ture of Por tu gal’s

ex ports has im plied a de cline in the weight of ex ports of less tech nol ogy and hu man cap i tal-in ten sive

prod ucts. In 2007, the lower weight of these sec tors, which have been char ac ter ised by weaker buoy -

ancy in in ter na tional mar kets, as well as some re di rec tion of re sources to more tech nol ogy- and hu -

man cap i tal-in ten sive mar ket seg ments, will en able ex ports to grow nearly in line with de vel op ments in

ex ter nal de mand for Por tu guese goods and ser vices. There fore, ex ports are ex pected to grow, in real

terms, to 7.2 per cent in 2007 and 6.5 per cent in 2008. This, in light of the pres ent as sump tions for de -

vel op ments in ex ter nal de mand, re flects a slight increase in market share which, however, will not be

enough to offset losses occurred in the recent past. 

The fa vour able de vel op ments pro jected for ex ports in 2007, both for goods and ser vices, are strongly

in flu enced by the very buoy ant be hav iour of ex ports over the first four months of the year. The es ti -

mated de vel op ments for ex ports in the first quar ter of 2007 are re flected in the in di ca tors made avail -
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Chart 4.4.1

EXPORTS OF GOODS AND SERVICES AND

EXTERNAL DEMAND

Rate of change, in percentage

-8

-6

-4

-2

0

2

4

6

8

10

12

14

2000 2001 2002 2003 2004 2005 2006 2007(p)2008(p)

Market share

Exports

External demand



able by the Eu ro pean Com mis sion on ex ports in the in dus trial sec tor, point ing to an im prove ment in

ex port ex pec ta tions for the next months and to an in crease in the ex port or der book (Chart 4.4.2).

There fore, the slight in crease in mar ket share im plied in pro jec tions for the cur rent year is chiefly the

re sult of the in cor po ra tion of avail able data for the first months of the year, since ex pected quar terly de -

vel op ments for ex ports in the sec ond half of the year are vir tu ally in line with the ex ter nal de mand for

Por tu guese goods and ser vices. Ex ter nal trade sta tis tics avail able up to March and pre lim i nary in for -

ma tion for April point to a rather buoy ant be hav iour of goods ex ports, in line with de vel op ments in the

pre vi ous year. Fol low ing a nom i nal growth of 10.7 per cent in year-on-year terms in the first quar ter of

the year, pre lim i nary in for ma tion points to a year-on-year rate of change of 12.1 per cent goods

exports, in nominal terms, in April. 

The cor rec tion of a base ef fect re lated to the strong in crease in ex ports of trans port ma te rial in the sec -

ond half of 2006, as so ci ated with the sales of a new car model of an im por tant com pany in the sec tor,

con trib utes to a de cel er at ing pro file in the course of 2007. The cur rent pro jec tion also in cludes a sharp

growth of ex ports in the au to mo bile sec tor in mid-2008, again as so ci ated with sales of a new car

model. Tak ing into ac count the very high growth in 2006, pro jec tions for en ergy ex ports point to a

strong de celer ation over the ho ri zon. As re gards ex ports of the other goods, which ac count for ap prox i -

mately 2/3 of to tal goods and ser vices ex ports, growth is pro jected to re main ro bust, in spite of a de -

celer ation of ap prox i mately 1 p.p. over the ho ri zon. In the case of ser vices ex ports, it is worth

men tion ing tour ism, which is ex pected to ex hibit a fa vour able de vel op ment over the fore cast ing ho ri -

zon, strength en ing the strong growth ob served in 2006, in line with developments expected for tourism 

demand for Portugal.

Goods and ser vices are ex pected to grow 3.4 and 4.2 per cent in real terms in 2007 and 2008 re spec -

tively, af ter an in crease of 4.2 per cent in real terms, in 2006 (Chart 4.4.3). In ad di tion to avail able in for -

ma tion for the first months of 2007, point ing to a de celer ation of this com po nent, the cur rent pro jec tion

as sumes, in line with de vel op ments in re cent years, that growth of goods and ser vices im ports will be

higher than growth of the over all de mand weighted by the dif fer ent im port-in ten sive com po nents. This

be hav iour re flects the in crease in the im ported con tent of the dif fer ent ex pen di ture com po nents of the
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Chart 4.4.2
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Chart 4.4.3
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na tional econ omy, in a con text of grow ing open ness of mar kets, as a result of growing international

economic integration.

As pre vi ously men tioned, the pro jec tion for 2007 is in flu enced by real de vel op ments in in ter na tional

trade in the first quar ter and by pre lim i nary in for ma tion in nom i nal terms for April. How ever, it is im por -

tant to stress that the high vol a til ity of monthly data on ex ter nal trade and its pre lim i nary na ture are im -

por tant sources of un cer tainty in the current projection. 

5. INFLATION

The pres ent pro jec tions point to an an nual av er age rate of change of the HICP of 2.5 per cent in 2007

and 2.3 per cent in 2008, which com pares to 3 per cent in 2006.

Con sid er ing the av er age fore cast ing ranges for in fla tion in the euro area pub lished by the ECB in the

June 2007 Monthly Bulletin, the cur rent pro jec tions for in fla tion in Por tu gal point to the main te nance of

a pos i tive dif fer en tial vis-à-vis the euro area (Chart 5.1.1), which, how ever, is ex pected to de cline over

the fore cast ing ho ri zon from 0.8 p.p. in 2006 to 0.5 and 0.3 p.p. in 2007 and 2008 re spec tively. The ex -

pected grad ual nar row ing of this dif fer en tial over the fore cast ing ho ri zon is partly re lated to the pro -

jected de cline in the growth dif fer en tial of do mes tic costs.8 None the less, it is worth men tion ing that the

con tri bu tion to in fla tion re sult ing from in creases in in di rect taxes and ad min is tra tive prices may be a

rel e vant fac tor for main tain ing this differential over the forecasting horizon, namely in 2008.

The de celer ation in con sumer prices in 2007 re flects mainly a de cline in the an nual av er age rate of

change of the en ergy com po nent of the HICP from 8.1 per cent to 3.7 per cent (Chart 5.1.2). In 2008,

the de cline in in fla tion re flects de vel op ments in the non-en ergy com po nent. Af ter grow ing by 2.4 per

cent in 2007, close to the rate of change ob served in the pre vi ous year, it is ex pected to de celer ate to

2.1 per cent in 2008. This fa vour able de vel op ment of the non-en ergy com po nent in 2008 more than
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Chart 5.1.1

INFLATION IN PORTUGAL AND IN THE EURO AREA
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Chart 5.1.2

INFLATION AND CONTRIBUTION OF ENERGY
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off sets the im pact of the slight ac cel er a tion of the en ergy com po nent to 4.7 per cent. This down ward

trend of pro jected in fla tion seems to be al ready in cor po rated in con sumer ex pec ta tions, con sid er ing

de vel op ments of the ex pected in fla tion trend over the next 12 months in cluded in the European

Commission’s opinion surveys (Chart 5.1.3).

De vel op ments of the non-en ergy com po nent of the HICP over the fore cast ing ho ri zon partly re flect the

mod er ate ac cel er a tion of wages in the pri vate sec tor, in a con text of eco nomic ac tiv ity re cov ery, as well 

as other spe cific fac tors, such as the rise in the price of hos pi tal ser vices in April 2007, which re sulted

in a con tri bu tion of 0.2 p.p. to the year-on-year rate of change of the HICP in that month, and a new in -

crease in the Tax on To bacco to be in tro duced in early 2008 (see subsection 2.4). These de vel op ments 

will be partly off set by the pro jected de vel op ments in im port prices of non-en ergy goods, which are ex -

pected to ex hibit over the fore cast ing ho ri zon a more mod er ate pace of growth than in 2006, par tic u -

larly in 2007. The pro file pro jected for these goods prices re flects to a large ex tent the ex pected

de vel op ments in ex port prices of the main sup pli ers of the Por tu guese econ omy, since non-en ergy

com mod ity prices will de celer ate sharply over the fore cast ing ho ri zon vis-à-vis the very sig nif i cant

value re corded in 2006 (see subsection 2.2). In ad di tion, it is worth men tion ing that the pro file pro -

jected for the non-en ergy com po nent of the HICP is strongly in flu enced by de vel op ments in un pro -

cessed food prices, which ac cel er ated rather sig nif i cantly in late 2006 and early 2007 (Chart 5.1.4).

This pro file is likely to be reversed over the forecasting horizon, returning to values close to the

average recorded in recent years. 

Turn ing to the en ergy com po nent of the HICP, the de cline pro jected for the an nual av er age rate of

change in 2007, in line with de vel op ments in the oil price in eu ros in fu tures mar kets, in cludes, how -

ever, a sig nif i cant in crease in the last quar ter of 2007, as a re sult of a base ef fect due to the de cline in

prices in this type of goods in late 2006. In the first quar ter of 2008, the year-on-year rate of change of

prices of this com po nent shall con tinue to be high, af fected by a new in crease in the tax on oil prod ucts

ex pected for Jan u ary 2008 (see subsection 2.4), ex hib it ing a deceleration profile afterwards. 
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Chart 5.1.3

HICP AND INFLATION EXPECTATIONS
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Chart 5.1.4
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6. CURRENT AND CAPITAL ACCOUNT 

Ex ter nal fi nanc ing re quire ments of the Por tu guese econ omy (mea sured by the weight of the com bined 

cur rent and cap i tal ac count bal ance) re mained vir tu ally un changed in 2006, at around 8.7 per cent,

and are ex pected to de cline to 7.9 per cent in 2007, and to in crease slightly to 8.1 per cent in 2008.

These de vel op ments re flect a near sta bi li za tion of do mes tic sav ing over the fore cast ing ho ri zon, a de -

cline in to tal in vest ment as a per cent age of GDP in 2007 and a slight in crease in 2008 (Chart 6.1).

Turn ing to the com po nents of the cur rent and cap i tal ac counts, a sig nif i cant fall is pro jected for the def i -

cit in the trade bal ance on goods and ser vices which will partly off set the de te ri o ra tion of the in come ac -

count bal ance, in par al lel with the sta bi li za tion of cur rent and capital transfers as a percentage of GDP

(Chart 6.2 and 6.3). 

The def i cit in the trade bal ance of goods and ser vices as a per cent age of GDP dropped by ap prox i -

mately 1 p.p. in 2006 to 7.6 per cent. This was the re sult of a pos i tive vol ume ef fect, which more than

off set the neg a tive im pacts as so ci ated with price and terms of trade ef fects. The loss in terms of trade

in 2006, in line with de vel op ments in 2005, was ex clu sively due to the strong in crease in the price of en -

ergy, since there were sig nif i cant gains when ex clud ing this type of good. These de vel op ments re flect,

on the one hand, the im pact of grow ing in ter na tional trade in te gra tion of coun tries with small unit pro -

duc tion costs, en abling the main te nance of the mod er ate de vel op ment of im port prices of non-en ergy

goods and, on the other hand, significant growth of national export prices. 

The cur rent pro jec tions point to a grad ual im prove ment of the def i cit in the trade bal ance on goods and

ser vices to 5.7 per cent of GDP in 2007 and to 5.4 per cent in 2008. These de vel op ments re flect higher

growth of the ex port vol ume than of the im port vol ume, in spite of the de celer ation in ex ter nal de mand

for Por tu guese goods and ser vices and a grad ual ac cel er a tion of do mes tic de mand. The fa vour able

de vel op ments pro jected for terms of trade in 2007, against the back ground of the in ter rup tion of the

sharp growth trend of en ergy prices in re cent years, will also con trib ute to the re duc tion of the def i cit in

the trade balance on goods and services. 
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Chart 6.1

SAVING AND INVESTMENT

As a percentage of GDP
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As re gards the in come ac count bal ance, the def i cit as a per cent age of GDP is pro jected to widen from

3.5 per cent in 2006 to 4.5 per cent in 2007 and to 5.2 per cent in 2008. This wid en ing is de ter mined by

the ef fect of the con tinued grad ual de te ri o ra tion of the in ter na tional in vest ment po si tion of the Por tu -

guese econ omy and by the up ward pro file of the in ter est rates as sumed in the current projection. 

Turn ing to the com bined cur rent and cap i tal trans fers ac count, its pos i tive bal ance is ex pected to vir tu -

ally stag nate at around 2.4 per cent of GDP over the fore cast ing horizon.

In 2006 de vel op ments of ex ter nal fi nanc ing re quire ments of the Por tu guese econ omy as a per cent age

of GDP re flected the de cline in the in vest ment rate of the econ omy and the in crease in pub lic sec tor

sav ings that were largely off set by the drop in pri vate sec tor sav ings. Pro jec tions for the 2007-2008 pe -

riod in clude, on the one hand, a de cline in net bor row ing re quire ments of the pub lic sec tor, de ter mined

by de vel op ments in sav ings of this sec tor over the fore cast ing ho ri zon, ac cord ing to the com mit ments

of the Por tu guese au thor i ties to pur su ing a fis cal con sol i da tion pol icy with a view to achiev ing the me -

dium-term ob jec tive (struc tural bal ance of -0.5 per cent of GDP in 2010). On the other hand, the pro jec -

tion re flects a vir tual sta bili sa tion of net bor row ing re quire ments of the pri vate sec tor in 2007 and an

in crease in 2008, which was chiefly due to a decline in saving and a slight increase in the investment

rate in this sector. 

7. UNCERTAINTY AND RISK ANALYSIS 

As men tioned in pre vi ous is sues of the Eco nomic Bul le tin, the non-ma teri ali sa tion of the as sump tions

un der ly ing the pro jec tion, as well as the pos si ble oc cur rence of spe cific fac tors with an im pact on some 

vari ables of the mac ro eco nomic sce nario, de ter mine the ex is tence of a num ber of risk and un cer tainty

fac tors sur round ing the pro jec tion pre sented in this ar ti cle. This sec tion pro vides a quan ti ta tive risk

anal y sis for 2007 and 2008 with re gard to GDP growth and its com po nents and to in fla tion.9
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Chart 6.3

GOODS AND SERVICES ACCOUNT AND ENERGY
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In this con text, two risks were iden ti fied sur round ing the cen tral sce nario of the cur rent pro jec tion. One

risk emerg ing in the in ter na tional frame work of the Por tu guese econ omy is re lated to the pos si ble cor -

rec tion of global mac ro eco nomic im bal ances, es pe cially of the ex ter nal def i cit of the US econ omy. At

the do mes tic level, it was con sid ered that busi ness in vest ment in trans port ma te rial may turn out to be

lower than as sumed in the cen tral sce nario of the pro jec tion in the sec ond half of 2007, re flect ing the

oc cur rence of some temporary effects in the first half of the year.

7.1. Risk factors 

At the in ter na tional level, stress should be laid on the pos si ble cor rec tion of global mac ro eco nomic im -

bal ances, namely as re gards the USA’s ex ter nal def i cit, and on the pos si bil ity of this cor rec tion be ing

some what abrupt. In fact, sev eral econ o mies show size able cur rent ac count im bal ances, or in ex ces -

sive def i cit, as the case of the USA, or largely in sur plus, as the case of China. Its ad just ment may

there fore give rise to risks as so ci ated with sharp cap i tal move ments. In case these risks ma teri al ise,

the ex change rate of the euro vis-à-vis the US dol lar would tend to ap pre ci ate, ben e fit ing from the stat -

ute of in ter na tional safe cur rency, lead ing to loss of com pet i tive ness of the Eu ro pean econ o mies,

namely of the Por tu guese econ omy. In turn, de mand in the USA may con tract fur ther, which is as so ci -

ated with the pos si bil ity of a stron ger cool ing of the hous ing mar ket. The pos si ble loss of com pet i tive -

ness of the Eu ro pean econ omy and the con trac tion of do mes tic de mand in the USA would de ter mine

more mod er ate growth of world eco nomic ac tiv ity, namely in the euro area. Given that de mand in the

euro area rep re sents ap prox i mately 2/3 of Por tu guese ex ports, the ma teri ali sa tion of this sce nario

would neg a tively af fect GDP growth in the Portuguese economy. This scenario envisages higher euro

exchange rate and less buoyant external demand in 2007 and 2008.

Turn ing to do mes tic risks, growth of busi ness in vest ment in trans port ma te rial may be less ro bust in

the sec ond half of 2007 than con sid ered in the pro jec tion. In ef fect, strong growth in busi ness in vest -

ment at the start of the year is partly due to the sharp in crease in the sale of light com mer cial ve hi cles,

prob a bly as so ci ated with changes in tax a tion to en ter into force in July. This strong growth may rep re -

sent ad vance pur chases in an tic i pa tion of the above-men tioned changes and, there fore, it may be off -

set in the sec ond half of the year, which is not fully con tem plated in the cur rent pro jec tion. In the rest of

the fore cast ing horizon, investment risks are balanced.
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Table 7.2.1

SUBJECTIVE PROBABILITIES 

OF RISK FACTORS

In percentage

2007 2008

Conditioning variables

Exchange rate 55 55

External demand 55 55

Endogenous variables

Investment 55 50

Table 7.2.2

PROBABILITY OF A N OUTTURN BELOW THE

CENTRAL PROJECTION

In percentage

Weights

(%)

2006 2007 2008

Gross domestic product 100.0 56 54

Private consumption 65.4 53 52

GFCF 21.5 57 53

Exports 31.3 55 55

Imports 39.1 55 54

HICP 50 52



7.2. Quantification of risk factors 

Ta ble 7.2.1 eval u ates the quan ti fi ca tion of the risks iden ti fied above, based on the def i ni tion of a sub -

jec tive prob a bil ity of non-ma teri ali sa tion of the tech ni cal as sump tions and of oc cur rence of spe cific im -

pacts that may af fect the fore cast ing vari ables. In this con text, at ex ter nal risk level, that eval u a tion

con sid ers a 55 per cent prob a bil ity of lower ex ter nal de mand growth and of an ap pre ci a tion of the euro

ex change rate for 2007 and 2008.  At the in ter nal level, it con sid ers a 55 per cent prob a bil ity of in vest -

ment growth be ing short of that envisaged in the main scenario for 2007.

Ta ble 7.2.2 and Charts 7.2.1 and 7.2.2 pres ent the main im pacts of risks on the fore casted vari ables,

namely on GDP and its com po nents, as well as on the in fla tion rate. As re gards the pro jec tion for eco -

nomic ac tiv ity, the quan ti fied risk anal y sis makes it pos si ble to iden tify a slightly down ward risk, i.e. a

cer tain prob a bil ity of eco nomic ac tiv ity growth be ing lower than pro jected. This re sult is chiefly due to

the down ward risk for ex ter nal de mand and, in the cur rent year, also to the risk for in vest ment in trans -

port ma te rial. As re gards the pro jec tion for the in fla tion rate, risks ap pear to be broadly bal anced in

2007 and slightly bi ased down wards in 2008, due to the risk of appreciation of the euro exchange rate. 
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Chart 7.2.1
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8. CONCLUSION

The cur rent pro jec tion of re cov ery of the Por tu guese econ omy for the 2006-2008 pe riod is based on

some el e ments char ac ter is ing, al beit to a vari able de gree, the cy cli cal pat tern usu ally ob served in

more ad vanced econ o mies. On the sup ply side, the re cov ery of eco nomic ac tiv ity re flects an ac cel er a -

tion of to tal fac tor pro duc tiv ity, due not only to the re struc tur ing of the cor po rate sec tor, namely at the

man u fac tur ing level, but also to the wider uti li sa tion of spare ca pac ity. This re struc tur ing pro cess is

based, on the one hand, on the re place ment of less pro duc tive com pa nies with more ef fi cient com pa -

nies and, on the other hand, on the cre ation of jobs with higher pro duc tiv ity levels. On the de mand side, 

the grad ual in crease in the pace of growth of GDP re flects, to a large ex tent, busi ness in vest ment de -

vel op ments. In vest ment dy nam ics may be a cru cial el e ment for the sustainability of the econ omy re -

cov ery pro cess and for the in crease in the re spec tive po ten tial growth, particularly when associated

with a higher degree of technology-intensive products.  

Not with stand ing some of the com mon fea tures de scribed above, each busi ness cy cle is unique, since

it is the re sult, on the one hand, of some eco nomic shocks dis turb ing the econ omy and, on the other

hand, of en dog e nous mech a nisms that prop a gate these shocks in the econ omy at ev ery mo ment. In

this con text, the cur rent pro jec tion for the Por tu guese econ omy is in flu enced by four dy namic fea tures

which should be high lighted: the con tinued pro cess of eco nomic in te gra tion at the global level; the en -

dog e nous ad just ment of house hold de ci sions as re gards the in debt ed ness level, against the back -

ground of an in crease in fi nanc ing costs; the con tinued pur su ance of the bud get ad just ment pro cess;

and the main te nance of im por tant struc tural weak nesses re gard ing the market functioning and the

endowment of physical and human capital. 

The deep en ing of the world eco nomic in te gra tion pro cess has im plied for Por tu gal a marked de cline in

the weight of ex ports of goods with lower tech no log i cal con tent and lower qual i fi ca tion of la bour force.

This has im plied a re di rec tion of re sources to sec tors where the Por tu guese econ omy re veals com par -

a tive ad van tages at the world level. In this con text, af ter the strong mar ket share losses reg is tered in

pre vi ous years, the cur rent pro jec tion im plies, sim i larly to de vel op ments in 2006, ex port growth vir tu -

ally in line with de vel op ments ex pected for the main mar kets of des ti na tion. How ever, in the pres ent

con text of de celer ation in ac tiv ity and in goods and ser vices trade vol ume of ma jor Por tu gal’s trad ing

part ners, of main te nance of com pet i tive pres sures at the world level and of high vol a til ity of data on ex -

ter nal trade, it is worth stress ing the rel a tively sig nif i cant uncertainty surrounding the development of

exports over the forecasting horizon. 

The short-term in ter est rate hike over the fore cast ing ho ri zon will tend to be re flected in con sump tion

and in vest ment de ci sions of house holds. The full trans mis sion of money mar ket rates to the in ter est

rates on loans will likely con trib ute to mit i gate fur ther growth of con sump tion and in vest ment in hous ing 

over the fore cast ing ho ri zon, given the rel a tively high level of house holds’ in debt ed ness. This im pact

will be par tic u larly marked for those groups more vul ner a ble to in ter est rate hikes, in par tic u lar youn ger 

house holds, with lower in come and more prone to move into un em ploy ment. In most re cent years, the

full fi nan cial in te gra tion of the Por tu guese econ omy and bank ing sec tor com pe ti tion en abled bank ing

prod ucts to be made avail able, which tend to ad just credit sup ply to the ca pac ity of house holds to meet

the debt ser vice. There fore, in ag gre gate terms, house hold con sump tion smoothed some what in re -

cent years vis-à-vis the de celer ation in dis pos able in come growth. In this con text, the cur rent pro jec -

tion en vis ages, at the end of the ho ri zon, the re cov ery of dis pos able in come and the in ter rup tion of the

con tinued fall in the sav ing rate re corded in the re cent past. The sol vency con di tions aris ing from

intertemporal bud get re stric tions of the eco nomic agents are pro jected to be come more buoy ant. How -
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ever, the mo ment of re ver sal of the fall in the saving rate, as well as the respective magnitude, are

naturally subject to a high degree of uncertainty.  

A third im por tant dy namic fea ture char ac ter is ing the cur rent pro jec tion is the con tinued pur suit of the

bud get ad just ment pro cess, with a view to reach ing the -0.5 per cent me dium-term ob jec tive for the

struc tural bal ance as a per cent age of GDP by 2010. The main te nance of this ob jec tive will im ply that

the de vel op ment of gen eral gov ern ment ex pen di ture in con sump tion and in vest ment is con sis tent with 

sol vency con di tions re sult ing from the re spec tive intertemporal bud get re stric tions. In spite of some re -

stric tive ef fects in the short-term, the con tinued fis cal con sol i da tion pro cess is a main fac tor to ensure

sustained economic growth in the medium and long term. 

Fi nally, the pres ent cy cli cal re cov ery in ac tiv ity is in flu enced by the ad just ment ca pac ity of the econ -

omy, par tic u larly ex pressed in the ef fi cient op er a tion of the la bour and out put mar kets and in hu man

cap i tal en dow ment. These fac tors are par tic u larly im por tant in a con text of re in forced global com pe ti -

tion, in which the mo bil ity of phys i cal and hu man re sources are fun da men tal to po ten ti ate higher eco -

nomic growth. In this con text, the cur rent pro jec tion does not con sider the po ten tial im pact of pol icy

mea sures with a vis i ble ef fect in the short and me dium term – the case of re forms lead ing to im prove -

ments in the mar ket func tion ing, in par tic u lar, in the la bour mar ket – or mea sures in tended to pro duce

vis i ble ef fects only in the me dium to long term, with stress on in vest ment in hu man cap i tal. These mea -

sures, even if li a ble to im ply im me di ate trans ac tion costs, would make it pos si ble to fos ter higher trend

growth of the econ omy in lon ger ho ri zons and, while pro mot ing less mar ket seg men ta tion and broadly

based increase in human capital, they create the conditions for better income allocation in the

economy.
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Box: Recent developments in goods and services exports

Goods and ser vices ex ports in 2006 re corded over all fa vour able de vel op ments in the var i ous mar kets, with a

strong ac cel er a tion in goods, tour ism and other ser vices. This be hav iour must be in ter preted at the light of the pro -

cess of grad ual ad ap ta tion of the Por tu guese econ omy to the chang ing pat tern of com par a tive ad van tages at the

global level. Some es sen tial fea tures of this pro cess in clude the geo graph ical di ver si fi ca tion of ex port mar kets, the

de cline in the weight of ex ports of goods from tra di tional sec tors char ac ter ised by low tech no log i cal in ten sity and

re duced la bour qual i fi ca tion. Re gard ing goods sales, the “ma chin ery and equip ment” item made the high est con tri -

bu tion to ex port growth in 2006, stress be ing also laid on the fa vour able be hav iour of ve hi cle sales. The great est

con tri bu tions were made by some tra di tional mar kets, in par tic u lar Spain and Ger many, be ing also worth men tion -

ing the no ta ble growth of sales to mar kets with a lower weight, es pe cially An gola and Sin ga pore and, to a lesser ex -

tent, Mex ico and Brazil.1

 Flash es ti mates for ex ter nal trade in early 2007 broadly sup port the trend fol lowed in the pre vi ous year (Ta ble 1).

The growth rate of nom i nal goods ex ports in the first quar ter of 2007 stood at 10.7 per cent year-on-year (12.4 per

cent in 2006 as a whole). The most sig nif i cant con tri bu tion in this quar ter was as so ci ated with sales of “ve hi cles

and other trans port equip ment”, which con tinued to fol low the up ward trend started in the pre vi ous year. As in 2006, 
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Table 1

NOMINAL GOODS EXPORTS IN THE FIRST QUARTER OF 2007

Contributions by exports of groups of products/geographical areas to the year on year rate of change

2006 2007

Q.1

2006 2007

Q.1

Groups of products Geographical areas

Markets with a higher positive contribution

Vehicles, other transport

equipment 0.9 3.5
Germany

2.6 3.6

Machinery, equipment 3.6 3.4 Spain 3.8 2.6

Common metals 2.0 1.4 France 0.2 1.3

Mineral products and ores 1.0 0.9 Angola 1.3 1.3

Rubber and plastic 0.7 0.6 Malaysia 0.0 1.2

Food 0.5 0.6 Japan 0.1 0.5

Pulp, paper 0.5 0.4 Antigua and Barbuda 0.1 0.4

Other products 0.3 0.4 US 1.5 0.4

Chemical products 0.4 0.3 Italy 0.2 0.3

Agricultural products 0.3 0.3 Cape Verde 0.1 0.2

Textiles 0.2 0.2 Brazil 0.2 0.0

Wood, cork 0.3 0.2

Precision and optical instruments 0.1 0.1 Markets with a higher negative contribution

Hides, skins and leather 0.1 0.0 Singapore 1.0 -0.2

Clothing -0.3 -0.1 Netherlands 0.2 -0.3

Footwear -0.1 -0.1 Mexico 0.2 -0.4

Mineral fuels 1.9 -1.1 Belgium -0.2 -0.5

United Kingdom -0.7 -0.5

Rest of the world 1.6 0.7

Total 12.4 10.7 Total 12.4 10.7

Sources: INE and Banco de Por tu gal.
Note: The groups of prod ucts and geo graph ical ar eas are ranked ac cord ing to their con tri bu tion to ex port growth in the first quar ter of 2007. All coun tries whose con tri bu tion to de vel op -
ments in goods ex ports was, in ab so lute terms, equal to or above 0.2 p.p. in 2006 or in the first quar ter of 2007 were in cluded.

(1) For a more de tailed anal y sis of ex port be hav iour in 2006, see the 2006 Annual Report of Banco de Portugal. 11111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111



“ma chin ery and equip ment” showed a fur ther pos i tive be hav iour, sig nif i cantly con trib ut ing to ex port growth. Sales

of “com mon met als” and “min eral prod ucts and ores” con tinued to rise at a fast pace, partly as so ci ated to the main -

te nance of a sharp growth in the in ter na tional price of these com mod i ties. By con trast, sales of “min eral fu els”

made a neg a tive con tri bu tion, af ter ex cep tion ally high growth in the re cent past. Fi nally, ex ports of sec tors re lated

to “cloth ing” and “foot wear” con tinued to fall in year-on-year terms, making a negative contribution to export growth.

With re gard to the break down of nom i nal goods ex port growth into geo graphic mar kets, the great est con tri bu tions

con tinued to be as so ci ated with tra di tional mar kets, namely Ger many and Spain. How ever, sim i larly to 2006, it is

also worth men tion ing the no ta ble growth of sales to some mar kets with a lower weight, es pe cially in the first quar -

ter to An gola and Ma lay sia. An other fea ture that was al ready ob served in 2006 is the main te nance of the neg a tive

con tri bu tions of sales to Belgium and the United Kingdom.

As far as nom i nal ser vices ex ports are con cerned, the quar terly na tional ac counts of INE  point to over all fa vour -

able de vel op ments in the first quar ter of 2007, with a year-on-year  rate of growth around 17 per cent. As in 2006,

this is based on a fa vour able be hav iour of both “tour ism” and “other ser vices”. Sim i larly to other coun tries, ser vices

ex ports have been gain ing im por tance in Por tu guese ex ports as a whole, which can be partly ac counted for by the

emer gence of an in ter na tional ser vices mar ket, due not only to re duc tions in trans port and com mu ni ca tion costs,

but also to the greater geo graph ical frag men ta tion of the different activities of each company.

Fi nally, it is worth men tion ing that re cent changes in the pat tern of Por tu guese ex ports, which have re sulted in a

lesser im por tance of low-tech sec tors, have been pro mot ing fa vour able trend of the terms of trade ex clud ing en -

ergy, which con tinued to be ob served in the first quarter of 2007.
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1. INTRODUCTION

The purpose of this study is to analyse the dynamic response of a set of euro area macroeconomic

variables to monetary policy and technology shocks. We do so by conducting simulations on three dif-

ferent models of the euro area. The first modelling approach corresponds to structural VAR models

(SVAR), the second approach uses the NiGEM multi-country model developed by the National Insti-

tute of Economic and Social Research (NIESR) and the third approach is a slightly modified version of

the Smets and Wouters (2003) Dynamic Stochastic General Equilibrium (DSGE) model.

Economic models are mathematical representations of the economy that are designed to be simplifi-

cations of a complex reality. Models are used by economists to help them understand the functioning of

the economy, to identify the main economic mechanisms at work, to forecast its future behaviour and

to make counterfactual policy analysis. However, no model is capable of perfectly capturing reality. A

more robust approach may thus be gained by analysing the results of different models. In this study we

use three modelling approaches which differ both in terms of the theoretical underpinnings and the em-

pirical specification. This implies that the results should be compared mainly in qualitative terms and

not in terms of the quantitative effect.

One useful way to express the notion that any model implies some compromise is that proposed by

Pagan (2003), who considers that there is usually a trade-off between the degree of theoretical coher-

ence of a model and its degree of empirical coherence. Theoretical coherence refers to the extent to

which the models reflect the current state of knowledge concerning the way the economy works. Em-

pirical coherence refers to the ability of the model to fit the patterns of the variables of interest seen in a

historical data set. The need to establish a trade-off between the two types of coherence arises be-

cause theory may not provide sufficient guidance to explain certain patterns seen in the data (e.g. how

many autoregressive terms should be included in a model) or because certain features of empirical

models may be theoretically implausible (for instance non-stationary nominal interest rates).

Within the commonly used macro-models, VAR models are generally regarded as being the most co-

herent empirically as they only contain a minimal set of theoretical restrictions and are able to fit the

data well. The SVAR model used in this paper has some theoretical adherence to the extent that the re-

strictions imposed on the VAR are those implied by a theoretical model (see Alves et al., 2006a), but

otherwise is quite flexible in reproducing the data.
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The NiGEM follows a more traditional modelling approach. It is a multi-country macroeconometric

model where for each country or region there is a description of the supply side, the labour market,

consumption behaviour, financial markets and government sector. As a global model, NiGEM de-

scribes trade in goods and services, the structure of foreign assets and liabilities, and the links be-

tween these and the rest of the model. The NiGEM has hundreds of equations and allows for a very

detailed simulation of a wide range of shocks and variables. Even though it allows for some theoreti-

cally desirable features (such as forward-looking behaviour), the model includes several ad-hoc fea-

tures that reduce its theoretical coherence. As a result, it can be argued that the NiGEM is vulnerable

to the Lucas critique (see Lucas, 1976), namely that the parameters of the model are a mixture of the

so-called “deep parameters”, describing preferences and technology, and expectational parameters

which by definition do not remain stable when there are changes in the policy regime.

The third model used in this study is a DSGE model. DSGE models are micro-founded and can be con-

sidered to have the closest adherence to economic theory, albeit at a cost of simplification relative to

models such as the NiGEM. DSGE models are founded on the real-business-cycle (RBC) literature

that started in the 1980s.
1

In RBC models, prices were flexible and markets continuously cleared, and

consequently there was little scope for monetary policy. In the 1990s, a new generation of models ap-

peared, the so-called DSGE models, which were based on the RBC methodology and extended it to

address a broader range of macroeconomic issues. By including nominal rigidities, monetary policy

becomes relevant in these models. Since DSGE models include the optimising behaviour of economic

agents in their structure, they are, in principle, immune to the Lucas critique. The possibility to join to-

gether the theoretical consistency of such models with their ability to fit economic data well makes

them an important tool in policy analysis.
2

This study is organised as follows. In section 2 we provide a brief description of the models used in the

simulation exercises. In section 3 we define the simulation experiments and in section 4 we present the

simulation results. Section 5 concludes.

2. BRIEF DESCRIPTION OF THE MODELS

2.1. The Structural VAR

The SVAR model used in this study was estimated in Alves et al. (2006 a, b) for the euro area which in

turn is largely based on the models of Altig et al. (2005) for the US.
3

The VAR includes measures of la-

bour productivity, hours worked (per capita), inflation, consumption, investment, capacity utilization,

real wages, interest rates and monetary aggregates (see Appendix). LetY
t

be the vector of endoge-

nous variables. The VAR in structural form is then given by:

� �A Y A L Y e
t t t0 1� ��

where e
t

is the vector of structural shocks and A0 and � �A L are parameter matrices and L is the lag

operator. The structural shocks, e
t
, which are unobservable, are assumed to be mutually independ-
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(1) The first application of this methodology was by Kydland and Prescott (1982).

(2) Some recent studies have shown that DSGE models are able to fit the data reasonably well (see Smets and Wouters, 2003, 2004). In fact, several central

banks have already replaced their traditional macro-econometric models with DSGE models in policy advice and in the forecasting process (for example the

Bank of England, the Bank of Finland and the Bank of Canada).

(3) Previous work on structural VARs in the context of the euro area includes Peersman and Smets (2001) who, however, only estimate technology shocks, and

Peersman and Straub (2004) who estimate both monetary and technology shocks using model-based sign restrictions.



ent. It should be noted that the above equation cannot be estimated without imposing some restric-

tions on the matrix A0 . In fact, the model is first estimated in its reduced form:

� �Y B L Y u
t t t

� ��1 .

The structural shocks are related linearly to the one-step-ahead forecast errors,u
t
:

u Ce
t t

� , � �E e e I
t t

' �

and the parameters of the structural form are linked to those of the reduced form by:

� � � �C A B L A A L� �� �

0

1

0

1, .

In order to uniquely identify monetary policy and technology shocks it is necessary to impose restric-

tions on the matrices A0 and � �A 1 (see Alves et al., 2006 a,b and section 3 below).

2.2. The NiGEM

NiGEM is an estimated multi-country model of the world economy.
4

In NiGEM a large number of econ-

omies are linked through the effects on trade as well as financial markets. NiGEM includes nominal ri-

gidities that slow the process of adjustment to shocks and typically a dynamic error correction

framework is adopted for key behavioural equations.

NiGEM provides us with a quite detailed picture of different economic effects of policy simulations. Ac-

cording to Pagan’s approach, a structural model like NiGEM may be seen as middle ground between

SVAR and DSGE models. In SVAR models, the use of theoretical priors is scarce and the system can-

not include a large number of variables. On the other hand, NiGEM is not so well theoretically founded

as DSGE models, but has a much greater richness in terms of the features of the model. It should be

noted, however, that NiGEM can be run with either forward or backward looking expectations. Among

the models used in this article, it is the only one that considers international linkages (Chart 1).

In NiGEM almost all economies belonging to the Organisation for Economic Co-operation and Devel-

opment (OECD) are included as separate blocks but with a common underlying structure. The euro

area is not modelled as a whole, but results from the aggregation of individual countries that are mod-

elled separately. Nevertheless, it is possible to run the model in a way that is consistent with a mone-

tary union in the euro area and thereby ensure common interest rate and exchange rate paths for

countries within the euro area.

Each country model has complete demand and supply sides and full asset structures. On the supply

side, NiGEM is a one sector model. The quantity of output supplied in each country depends on the ag-

gregate production function and the equilibrium in the labour market. International factors affect supply

only through real interest rates, except in some countries where the rate of technical progress depends

on the stock of foreign direct investment. Prices are strongly related to the cost function implied by the

production function as well as to the measure of capacity utilisation. In the labour market there is a set

of equations that determine the levels of employment, unemployment, average hours worked and

hourly wages in equilibrium. In the long run, real wages rise in line with productivity, all else equal. In

the short to medium-term, unemployment imposes a stabilising feedback mechanism in the model

putting downward pressure on real wages.
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Demand is generated both domestically, some of which spills over into imports of goods and services,

and externally, that is demand for exports of goods and services. Consumption depends on income

(the sum of wages, profits and interest income plus transfers and net of taxes) and wealth. The change

in the capital stock adjusted for depreciation determines investment. External trade of goods and ser-

vices depends upon demand and relative competitiveness effects.

In NiGEM each country has a stock of foreign assets and a stock of foreign liabilities. Therefore,

changes in exchange rates and in both domestic and foreign equity prices and interest rates will gener-

ate wealth and income effects.

Each country has a model for the public sector which includes taxes and government spending. Fiscal

policy is set using taxes and levels of spending. In addition, there is an automatic solvency rule, which

is implemented by an increase in the direct tax rate. This simple feedback rule ensures that govern-

ments remain solvent in the long run by returning the budget deficit and debt stock to sustainable

levels. In the long run, Ricardian equivalence is fulfilled.
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Chart 1

THE NiGEM

Note: Type of effect: a - Monetary policy; b - Asset price changes in financial markets; c - Reavaluations of foreign assets; d - Wealth effects; e - Income balance; - f Interest rate parity; g -

Trade; h - Import and export prices; I - Valuation effects.



Financial markets are crucial in NiGEM as they determine long-term interest rates, exchange rates

and equity prices. They may be backward looking or forward looking. Nominal short-term interest rates

are determined by monetary policy rules. Long-term interest rates are a forward convolution of ex-

pected short-term interest rates. Forward looking exchange rates are ruled by an Uncovered Interest

Rate Parity condition which means that in each period the expected change in the forward looking ex-

change rate is equal to an interest premium. Equity prices are solved out from the discounted sum of

expected profits.

2.3. The DSGE model

The DSGE model used in this study is a slightly modified version of the model in Smets and Wouters

(2003) that we re-estimated with euro area data (see Appendix). This is a closed economy model

where there are two types of optimising agents: households and firms. Households optimise utility

(which is a function of consumption and leisure) subject to their budget constraint and firms maximise

profits. The government sector is modelled as being totally exogenous and the behaviour of the mone-

tary authority is assumed to be well described by a Taylor-type rule where the interest rate is assumed

to react to the output gap and deviations of inflation from target. The structure of the model is

summarised in Chart 2.

Households want to keep their lifetime consumption as smooth as possible. In addition, households

display external habit formation,
5

which introduces persistence in the consumption process, a feature

of the data. As regards savings, the model assumes that agents can invest in one-period bonds, which

yield a return. The interest rate on these bonds is the same as the policy rate of the central bank.

Households also decide on how much time to devote to work or to leisure and they set their wage in the

labour market. It should be noted that this model rules out the existence of unemployment.
6

Each

household offers a differentiated type of labour to a labour aggregator that transforms it into a homoge-

neous input. Wages are sticky à la Calvo (1983), which means that there is a constant and exogenous

probability of households being able to reoptimise wages in each period. The fraction of households

that cannot reoptimise wages partially updates their previous period wages with previous period infla-

tion. The households that are allowed to reoptimise their wages set the wage so that the present value

of the marginal return to working is a markup over the present value of the marginal cost of working (i.e.

the disutility of working). This implies that the aggregate real wage is a function of expected and past

real wages and expected, current and past inflation.

The model assumes that capital is owned by households who rent it to firms. Households can change

their capital stock by investing in new capital, taking into account that there are adjustment costs.
7

They can also change the degree of utilisation of the capital stock (i.e. the level of capital services that

are rented). When households rent out capital to firms they receive a remuneration, the rental rate of

capital. As the rental rate of capital goes up, the capital stock can be used more intensively according

to a cost schedule (following King and Rebelo, 2000). The real value of installed capital depends posi-

tively on its expected future value (taking into account the depreciation rate) and on the expected val-
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(5) Under habit formation, an increase in current consumption lowers the marginal utility of consumption in the current period and increases it in the next period.

The fact that habits are considered external means that the habit formation depends on past aggregate consumption and not on the individual consumer’s

past consumption.

(6) For a recent example of an estimated DSGE model which allows for unemployment, see Christoffel, Kuester and Linzert (2006).

(7) These costs, that are a function of the change in investment, are useful in capturing the hump shaped response of investment to various shocks as

discussed by Christiano, Eichenbaum and Evans (2005).



ues for the real rental rate and the rate of capital utilization (net of the expected cost of using capital).
8

Households choose the utilization rate that equals the cost of higher utilization to the real rental rate of

capital services. The introduction of variable capital utilisation tends to smooth the adjustment of the

rental rate of capital in response to changes in output.

Focusing now on the product markets, this economy produces one final good and a continuum of inter-

mediate goods. The final good is just a bundle of the continuum of intermediate goods and its market is

in perfect competition. The final good can be used for consumption (either private or public) and invest-

ment purposes. The intermediate goods are differentiated, so there is monopolistic competition in the

markets for these goods. Each intermediate good is produced by a single firm via a Cobb-Douglas

production function with capital and labour.

Firms decide on the combination of production inputs (by minimising costs) and then they decide on

the price they charge. Firms are not allowed to choose prices optimally in every period. As in Calvo

(1983), in each period only an (exogenous) fixed proportion of the firms get to reoptimise. The other
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THE DSGE MODEL

(8) We use a different timing assumption regarding the stock of capital evolution equation, because Smets and Wouters (2003) assume that investment takes

one period to be installed and we assume that it is installed immediately.



firms partially update their previous period prices by means of the previous period aggregate inflation

(following Christiano, Eichenbaum and Evans, 2005). As a result of the maximisation of profits, firms

set the new prices as a markup over current and expected marginal costs. This implies that current ag-

gregate inflation will depend on past and expected inflation and on the marginal cost.

All markets have to clear. This implies that the final good production (net of the costs of changing the

capital utilisation) has to equal its demand, namely for consumption purposes (both private and public)

and investment purposes. Additionally, the capital rental market is in equilibrium when the demand for

capital by the intermediate goods producers equals the supply by the households and the labour mar-

ket is in equilibrium when the firms’ demand for labour equals labour supply at the wage set by the

households.

3. DEFINITION OF THE SIMULATION EXPERIMENTS

3.1 Monetary policy shock

Following Christiano, Eichenbaum and Evans (1999), we identify monetary policy shocks as devia-

tions of the interest rate from a policy rule that the central bank is assumed to follow.

In the SVAR model, the identification of the monetary policy shock is achieved by assuming that the

only date t variables in the monetary authority’s information set are productivity, measures of economic

activity (hours, capacity utilization), wages and inflation (see Alves et al. 2006a, b).

In the DSGE and the NiGEM models the monetary policy shock is the additive random term in the Tay-

lor rule where the central bank adjusts the short-term interest rate as a reaction to past levels of the

rate (interest rate smoothing), the output gap and differences between the inflation rate and its objec-

tive. Note, however, that there are differences in the way that the rule is implemented. In fact, in the

NiGEM the rule for the short-term interest rate � �R
t

is defined in terms of the level of the variables:

� � � �R R r y y
t t y t t t t t

� � � � � � ��� � � 	 	 
	1 * *

where y y
t t

� is the output gap, 	 	
t t

� * is the deviation between the inflation rate and the central

bank’s inflation target, and r* is the long run equilibrium nominal interest rate which is set equal to 4.0

per cent. In the DSGE model we use the rule:
9

� � � �� �
� � � � � � �

*
R R y y y

t t y t t t y t t t
� � � � � � � �� �� � � 	 	 � � 	 		 	1 1� � � �t t� �1 


where the hat (^) means that the variables are measured in deviations from the steady state. In the

DSGE model� is estimated to be equal to 0.89, � 	 is equal to 1.5 and, �
y

, � �y
and � 	� are all equal to

0.1. In NiGEM we assume further that the parameter � is equal to 0.8, �
y

equal to 0.5 and � 	 equal to

1.5.

In the simulations described below, the monetary policy shock involves a temporary and exogenous in-

crease in the stochastic term of the euro area monetary policy rule (i.e. an increase in 

t
), so that the

short-term interest rate rises by 25 basis points in the period the shock hits the economy.
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(9) In the Smets and Wouters (2003) model the interest rate rule is defined in terms of the deviation of output from potential, which is defined as the level of

output that would prevail under flexible prices and wages in the absence of cost-push shocks.



3.2. Technology shock

The identification approach of the technology shock implies some differences in terms of the way it is

implemented in each of the models. In the case of the SVAR models, to identify the technology shocks

we follow much of related literature by imposing the restriction that these are the only shocks that can

affect labour productivity in the long run. In implementing it, we pursue the methodology advocated by

Shapiro and Watson (1988). We assume, as is standard in the literature, that in the short-run real eco-

nomic activity and prices do not react to monetary policy shocks or to shocks to money velocity. In the

NiGEM model, the technological shock consisted of temporarily increasing labour-augmenting techni-

cal progress in all euro area countries in the Constant Elasticity of Substitution production function. In

the DSGE model the shock is implemented as an exogenous increase in total factor productivity in a

Cobb-Douglas production function. In all three models, the magnitude is calibrated such that it has -

not necessarily on impact - a maximum effect on euro area output of 1 percent.

4. RESULTS

In this section, we report the responses of macroeconomic variables to a monetary policy shock and a

technology shock as described in the previous section. In the following description of the results, we

concentrate on the first 20 quarters after the occurrence of each shock.

4.1. Impulse responses to a monetary policy shock

4.1.1. SVAR

The responses of the variables to the monetary shock are shown in Chart 3.
10

After a monetary policy

shock the interest rate shows a hump-shaped increase. Output, consumption, investment and hours

worked per capita all exhibit hump-shaped falls that take approximately one-and-half to two years to

get to the trough. As expected, investment responds in a quantitatively stronger fashion than con-

sumption. The short-run reaction of inflation is an increase. This result is common in VAR studies and

constitutes what has been called the “price puzzle”
11

. Surprisingly, the short run reaction of real wages

is to increase and that is in spite of inflation rising in the same time frame. That effect is reversed there-

after so that the real wages’ response eventually goes into negative territory.

4.1.2. NIGEM

In NiGEM after a monetary policy shock there is a prompt response of financial markets. The positive

interest rate differential between the euro area and other economies created by the shock generates

an expectation of euro depreciation in the periods ahead.
12

Forward-looking exchange rates immedi-
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(10) The responses of all variables are measured in percentages, except the interest and inflation rates, which are measured in percentage points.

(11) In the literature there are several explanations for this result. One explanation is that the price puzzle is the result of the central bank reacting to leading

indicators of inflationary pressures (such as commodity prices). As there are lags in the effects of monetary policy, inflation rises in a first stage at the same

time that interest rates are also rising. In the medium term, inflation eventually declines as the delayed effects of monetary policy are transmitted to the

economy. Another explanation for the price puzzle is that the increase in interest rates raises the costs of firms which are, in the very short-term, transmitted

to consumer prices.

(12) The responses are in percentage deviations from baseline, except for the interest and inflation rates, which are in percentage point deviations from the

baseline.
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Chart 3

IMPULSE RESPONSES TO A MONETARY POLICY SHOCK
(a)
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Note: (a) For the NiGEM no aggregation for the whole euro area is available in the case of real wage and total hours worked.



ately respond with a movement in the opposite direction, which means an instantaneous nominal ef-

fective appreciation of the euro relative to the baseline. In line with the evolution in short-term interest

rates, long-term interest rates rise. Higher interest rates lead to a decline in both financial asset and

housing prices in comparison to the baseline.

The initial shock and the financial markets’ reaction transmit gradually to product and labour markets

through the deceleration in demand and prices (Chart 3). The real appreciation of the exchange rate

reduces net external demand. In particular, real exports drop. The rise in the user cost of capital influ-

enced by the increase in the forward-looking real long-term rate (i.e., considering forward-looking ex-

pectations of inflation) diminishes the desired capital stock and real investment. Though more

moderately, real private consumption also declines relative to the baseline influenced primarily by the

decrease in real wealth. The decrease in demand feeds directly into the capacity utilization equation

and generates a downward pressure on domestic prices. In addition, the exchange rate appreciation

reduces import prices which pass-through to domestic prices. As a result, consumer price inflation de-

clines relative to the baseline.
13
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Chart 4

IMPULSE RESPONSES TO A MONETARY POLICY SHOCK - LABOUR MARKET IN NiGEM
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(13) The reduction in inflation will moderate though not impeding the increase in the forward-looking real long-term rate, the real appreciation of the currency and

the decrease in real wealth.



The labour market adjusts to the reduction in demand and in the largest euro area economies there is

generally a reduction in employment and an increase in unemployment in comparison to the baseline

(Chart 4). The increase in unemployment, in conjunction with the decline in inflation and the for-

ward-looking behaviour in labour market, leads to a gradual decline in the nominal wage relative to the

baseline. Real wages also decline, though in a more mitigated amount, influenced by the decline in

inflation.

For some years after the shock, real disposable income is sustained though it eventually falls in the

context of diminishing labour compensation. Two factors contribute to the positive behaviour in real

personal income for some time: first, the fall in inflation exerts a favourable effect and second, the in-

crease in the domestic interest income and the improvement in the balance of income from abroad.

The behaviour of real disposable income explains why real consumption does not decline much in re-

sponse to a monetary policy shock and even moves slightly above baseline in the second and third

years after the shock.

4.1.3. DSGE model

In the DSGE model, the transitory monetary policy shock implies that the nominal interest rate in-

creases which leads to a hump-shaped fall in output, consumption and investment (Chart 3).
14

The

maximum effect occurs in the two first years after the shock. Higher interest rates make savings more

attractive and therefore households substitute consumption today for consumption in the future, which

partly explains the decline in consumption. A higher interest rate increases the cost of investment

which induces investment to fall. The maximum effect on investment is around 3 to 4 times larger than

that on consumption. The decrease in demand for final goods makes firms produce less and demand

less factor inputs, so employment falls. Lower demand for labour puts downward pressure on nominal

wages and given the small decline in inflation, real wages also fall. The decline in labour and the real

wage reinforce the fall in consumption.

4.2. Impulse responses to a technology shock

4.2.1. SVAR

The responses of the variables to the technology shock for the SVAR are shown in Chart 5. The impact

of a positive technology shock is to generate a steady increase in output that takes about 20 quarters

to reach one percent. Consumption and investment also rise in line with output. Hours worked and real

wages rise.
15

It is still worth noting that the impact on inflation is negligible and interest rates increase

slightly.

4.2.2. NiGEM

The increase in exogenous technical progress feeds directly into the capacity utilization equation and

there is an immediate downward pressure on prices as a result of the increase in economic capacity.

Inflation declines immediately relative to the baseline (Chart 5). In a framework where the monetary

Economic Bulletin | Banco de Portugal

Articles | Summer 2007

49

(14) The responses are in percent deviations from the steady-state, except for the interest rate which is in deviations from the steady-state.

(15) Note, however, that this result hinges crucially on the assumption of stationarity of hours. If one considers hours to be non-stationary then hours worked

would fall in response to a positive technological shock (see Alves, et. al 2006 a, b).15151515
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Chart 5

IMPULSE RESPONSES TO A TECHNOLOGY SHOCK
(a)
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authority follows a Taylor rule, the decline in inflation in a first stage leads to a fall in interest rates. In

parallel, forward-looking exchange rates will react in the first period in anticipation to the expectation of

lower interest rates which means an instantaneous nominal effective depreciation of the euro relative

to the baseline. This factor together with declining inflation implies evidently a real effective

depreciation of the euro, i.e. euro area competitiveness increases.

The changes in financial markets feed into real economic activity in particular via stimulating invest-

ment and external demand. The user cost of capital declines after the shock, influenced by the fall in

the forward-looking real long-term rate and, consequently, the desired capital stock and real invest-

ment rise. In turn, the real exchange rate depreciation diminishes the price of exports and fuel external

demand. The positive effect on investment and net exports contribute to the increase in real GDP.

For some periods after the shock, there is a reduction in employment and an increase in unemploy-

ment in comparison to the baseline (Chart 6). This follows immediately from the shock that leads to a

reduction in labour demand for each level of output and real wages. The response of average hours is

relatively symmetric to the employment response and is mainly explained by the short-run dynamics in

real wages and GDP. As the response of average hours is smaller than that of employment, total hours

worked decline. The increase in unemployment, in conjunction with the decline in inflation and the for-

ward-looking behaviour in the labour market, leads to a strong decline in the nominal wage, which con-
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Chart 6

IMPULSE RESPONSES TO A TECHNOLOGY SHOCK - LABOUR MARKET IN NiGEM
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tributes to diminish labour compensation and personal income relative to the baseline. In the first years

after the shock, the decrease in nominal wage and income may be greater than the one observed in

prices, which in general leads to a decline in real wages and real disposable income in the biggest euro

area countries. These factors contribute to dampen real private consumption for some time after the

shock.

Eventually, the expansion of real activity becomes more broadly balanced as private consumption

gains momentum. As mentioned before, besides income, consumption depends also on wealth. In this

context, it should be noted that real financial wealth increases after the shock, benefiting to a great ex-

tent from the lower level of prices and in part from a temporary increase in nominal wealth resulting

from the rise in equity and bond prices following the interest rate decline. On the other hand, over time,

the ongoing activity expansion will reverse the labour market situation, implying a decrease in unem-

ployment, a recovery in real wage and higher real disposable income.

4.2.3. DSGE model

After a positive technology shock, the increased productivity temporarily expands the economy’s pro-

duction frontier and lowers firms’ marginal costs. As a result, output, consumption and investment rise

(Chart 5). The response of the variables occurs with some delay, which is shorter in the case of con-

sumption, and is quite persistent, with the effects of the shock being significant for over five years. The

real wage increases steadily, which is also reflected in increased consumption though with some delay

due to the presence of habit formation.

Given lower marginal costs, firms adjust their prices downward and therefore inflation falls. The decline

in inflation is gradual, due to the existence of stickiness in price adjustment, peaking in the second year

after the shock. Despite the rise in output, the monetary authority responds with a decrease in interest

rates as the effect of the fall in inflation dominates in the Taylor rule. Since workers are more produc-

tive, firms need less labour to produce the same amount of output. This leads to a fall in the number of

hours worked. Since this is a general equilibrium outcome, it should be noted that the reduction in

hours worked is also the desired response of workers.

The responses of labour market variables should be treated with some caution as this sector is quite

stylised in this model. It should also be noted that the response of hours worked is not a built-in feature

of the model. One possible interpretation of the fall in hours (although not shown in the charts, the re-

sponse of employment is similar to the one of hours worked) is that the technology shock allows

households to work less (and therefore have more leisure which increases their utility) while at the

same time having a higher real wage and a higher level of consumption.

5. CONCLUSIONS

This study has characterised the responses of euro area macroeconomic aggregates to monetary pol-

icy shocks and technology shocks using three different models. The analysis has allowed the identifi-

cation of similarities in terms of the responses of some macroeconomic variables but also some

striking differences between the models have been uncovered. In all models, the monetary policy

shock that consists of a rise in interest rates has a contractionary impact on economic activity. How-

ever, in the case of the NiGEM, the response of consumption is more muted. This seems to be linked

to effects coming from the external sector, which is excluded from the other models where the euro

area is treated as a closed economy. In terms of the inflation response, both the NiGEM and the DSGE

models respond as expected, with a contractionary monetary policy leading to lower inflation. In the
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SVAR model, however, inflation rises in the short-term, declining only in the medium-to longer term.

This puzzle is a feature common to other VAR studies. As for the positive technology shock, the three

models show rather similar responses in terms of increased output and investment. However, con-

sumption declines in the case of NiGEM while in the other models it rises. The negligible impact on in-

flation in the SVAR model differs from that in the DSGE and the NiGEM models where the technology

shock has a strong deflationary impact. In the NiGEM this deflationary impact leads to a real deprecia-

tion of the euro and to an improvement in exports, which explains why output increases despite the fall

in consumption. Another striking difference has to do with the response of labour market variables. In

the DSGE and the NiGEM models the labour input declines after a technology shock while in the SVAR

it increases. In the DSGE model this is the outcome of the optimising behaviour of households and

firms. In the case of the NiGEM more detail on the labour market is available. The responses show that

employment declines and unemployment increases in the shorter-term. This may be explained by the

fact that demand reacts sluggishly to the increase in the expansion of production capabilities and

therefore less labour input is needed to satisfy such demand. The increase in unemployment in

NiGEM has negative feedback effects on wages and, consequently, on disposable income and

consumption.

In sum, the above results highlight the importance of models as a disciplinary device for analysing the

effect of shocks on the economy. The heterogeneity found in the results advises for the use of a broad

set of models, to gain robustness in the answers provided. In particular, the modelling of the labour

market and the inclusion of open economy features seem crucial in the response of euro area vari-

ables to shocks. Such features are usually included in traditional models but are often absent from

DSGE models which have been increasingly used in recent years. Our analysis therefore supports the

efforts underway to improve these blocks in micro-founded models, an area of active research.

Appendix. Taking the models to the data

The parameters of each of the three models used in this study are obtained with different procedures.

While the SVAR model is estimated, the NiGEM and DSGE models involve both estimation and cali-

bration. Starting with the SVAR, we have used a model estimated in Alves et al. (2006a, b). The data

refer to twelve euro area member states for the period from the first quarter of 1970 to the third quarter

of 2004. The variables included are real GDP, consumption, investment, capacity utilization, wages,

per capita hours, the short-term interest rate, the GDP deflator and the monetary aggregate M1. For

periods after 1999, the data correspond to an aggregation of the available country series using, as far

as possible, official statistical sources, such as the Eurostat, the ECB, the European Commission and

the OECD. However, euro area series at a quarterly frequency are often available only for a relatively

short time-span and we had to backdate a number of series. To do this we relied mostly on the data-

base by Fagan et al. (2001), hereafter Area-Wide Model (AWM) database (see Alves et al., 2006). The

short-term interest rate series used is the three-month Euribor provided by Bloomberg and for periods

before 1999 we used data from the AWM database. The series for hours worked is the one constructed

in Alves et al. (2006a, b) which is obtained by multiplying average hours per employee by the total num-

ber of employees and then dividing by working age population. Inflation is measured as annualised

quarterly changes in the logarithm of the GDP deflator. All variables are in logarithms, except for the

short-term interest rate.

The NIGEM model used in this article is estimated and calibrated by the NIESR and corresponds to the

version V4.06 released in October 2006. The estimation period of the model equations is not identical

across equations and is dependent on structural stability (the earliest start date is the first quarter of

1961). The baseline scenario used in simulations corresponds to the results obtained from the NIESR
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forecasting exercise in October 2006, which is based upon a quarterly database containing all the

information released up to that date.

In which respects the DSGE, following Smets and Wouters (2003), we estimated the log-linearised

version
16

of the model using Bayesian techniques, keeping however some parameters fixed. The

model is estimated using data for seven observed variables, namely real GDP, consumption, invest-

ment, GDP deflator, real wage, employment and the nominal short-term interest rate. We used a

slightly different and updated quarterly dataset than the one of Smets and Wouters (2003) (namely

data for the period from the first quarter of 1980 to the fourth quarter of 2006). Given that the model im-

plies that all variables must be used in terms of differences from the steady state level, all series used

must be stationary. The series were stationarized by removing linear trends as in Smets and Wouters

(2003).

While the theoretical model would call for the use of hours worked for the labour input, in the estimation

Smets and Wouters used data on employment because no official series for euro area average hours

worked was available. This implies that one has to use an auxiliary equation which relates employment

(the observed variable) with hours worked (the variable in the model but that is unobserved). Given

that employment is likely to respond more slowly to macroeconomic shocks than total hours worked, it

is assumed that in any given period only a constant fraction of firms is able to adjust employment to its

desired total labour input. The difference is taken up by (unobserved) hours worked per employee (that

are completely flexible). We followed the same procedure and used the employment series in the esti-

mation, but we used a slightly different version of this auxiliary equation.
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ENSURING PRICE STABILITY WITH AN INTEREST RATE

RULE*

Bernardino Adão**

Isabel Correia**

Pedro Teles**

1. INTRODUCTION

The primary concern of monetary policy is to ensure price stability. Such is the mandate of the ESCB

established by the Maastricht Treaty, but the objective, spelled out in various ways, is common to every

other central bank. In a somewhat old fashioned language, the objective of price stability requires that

monetary policy provide a nominal anchor, that it anchor expectations. For once, the objective seems

easier to attain in practice than in theory.

Central banks in developed countries have been very successful in the last twenty five years in targe-

ting low inflation. The success has been attributed to a somewhat mechanical interest rate rule where

the short term nominal interest rate is set in response to deviations from trend of inflation and econo-

mic activity, a Taylor rule, named after John Taylor who first estimated it (Taylor, 1993). It turns out that

no policy rule of this type is able to achieve in a monetary model what it appears to achieve in reality.

The same models that give very reasonable answers to other questions, generate multiple equilibria

when monetary policy is conducted with an interest rate feedback rule whether it may respond to

future, current or past inflation.

There is an extensive literature on this issue of central importance to monetary policy making, dating

back to Sargent and Wallace (1975) who showed that a policy that targets the interest rate gives rise to

multiple equilibria. Most of the later literature has focused on conditions for local determinacy, meaning

that, while the multiplicity of equilibria remains, there might be only one equilibrium in a particular ne-

ighborhood of interest. McCallum (1981) is the main responsible for triggering this literature, showing

that there are indeed interest rate feedback rules that guarantee local uniqueness. Technically, this

has been very useful because it has allowed economists to abstract from a problem that was not easy

to solve, and concentrate on other issues focusing on the unique local equilibria. Unfortunately, as po-

inted out by Benhabib, Schmitt-Grohe and Uribe (2001, 2002), the same policy rules that ensure lo-

cally determinacy typically generate global indeterminacy, so that the alternative equilibria can

converge to other steady states or cycle around the original one.

In this note, and based on Adao, Correia and Teles (2006), we discuss how interest rate rules can be

used to implement a unique equilibrium with stable prices. We first consider an economy with a finite

horizon and show that nominal interest rates are not a sufficient policy instrument. In a finite horizon

economy a finite number of equilibrium variables is restricted by a finite number of equilibrium conditi-

ons. If policy specifies restrictions for the nominal interest rates only, then there are more unknowns

than equations and there are multiple equilibria. This result does not depend on whether there is an

exogenous target for the interest rate or whether it responds to endogenous variables. The number of

equations is the same. Similarly, whether prices are flexible or sticky also does not matter.
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We proceed to considering an economy that lasts forever. We first discuss in a simplified model how

economists usually approach the multiplicity problem, by concentrating on conditions for local determi-

nacy. Finally, we show, as in Adao, Correia and Teles (2006), that there is a policy rule that implements

a unique global equilibrium. This rule would not work in the finite horizon economy.

The interest rate feedback rule that implements a unique equilibrium globally in a price targeting the

rule where the nominal interest rate responds to the forecast of the future price level as well as the fore-

cast of future economic activity. Unfortunately the rule is not as robust as one would hope. Whether the

time horizon is infinite or finite, even if arbitrarily large, makes a fundamental difference and that is not

an issue that economists can take a stand on. But, furthermore, in order to be effective the rule would

require a knowledge of the economic structure that is not realistic.

Robert Lucas (1996) wrote in his Noble lecture that “Central bankers and even some monetary econo-

mists talk knowledgeably of using high interest rates to control inflation, but I know of no evidence from

even one economy linking these variables in a useful way (...).” We will have to add that some of us,

monetary economists, are still not reasonably confident of a theory linking the two variables in a useful

way.

2. THE MODEL

The economy consists of large number of identical households, a representative firm behaving compe-

titively, and a government. The economy has a finite horizon T. There are shocks to technology and to

government expenditures.

The representative household has preferences over consumptionC
t
, and leisure L

t
, described by the

expected utility function

� �U E u C L
t

t t

t

T

�
�
�
�

�
	

�

�0

0

� ,
(2.1)

where � is a discount factor. The technology uses labor only and is linear

Y A N
t t t


for 0  t T, whereC
t

is aggregate consumption , N L
t t
� �1 is labor and A

t
is the technology para-

meter.

We assume that households must purchase consumption with money according to the cash-in-advan-

ce constraint

P C M
t t t

 (2.2)

for0  t T, whereP
t

is the price of the consumption good in units of money and M
t

are money balan-

ces used for transactions. Each period is divided into two subperiods, with the assets market operating

in the first subperiod and the goods market in the second.

The households start period t with nominal wealth �
t
. They decide to hold money, M

t
, and to buy B

t

riskless nominal bonds that pay R B
t t

one period later. R
t

is the gross nominal interest rate at date t.

Thus, in the assets market at the beginning of period t they face the constraint

M B
t t t
�  � (2.3)

for 0  t T.
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At the end of the period, the households receive the labor incomeW N
t t

where W
t
is the nominal wage

rate, and pay lump sum taxes, T
t
. Thus, the nominal wealth households bring to period t � 1is

�
t t t t t t t t t

M R B P C W N T� � � � � �1 , (2.4)

for 0  t T. After period T, there is a subperiod for the clearing of debts, where money can be used to

pay debts. Wealth in the terminal period cannot be negative,

�
t� �1 0. (2.5)

The households’ problem is to maximize expected utility (2.1) subject to the restrictions (2.3), (2.2),

(2.4), together with the no-Ponzi games condition (2.5).

The first order conditions of the households problem include

� �

� �

u t

u t

W

P R

L

C t t

�
1

, (2.6)

for 0  t T, and

� � � �u t

P
R E

u t

P

C

t

t t

C

t

�
��

�

�
�

�

�

�
��

� 1

1

, (2.7)

for0 1  �t T . Condition (2.6) sets the intratemporal marginal rate of substitution between leisure and

consumption equal to the real wage adjusted for the cost of using money, R
t
. Condition (2.7) is an in-

tertemporal marginal condition necessary for the optimal choice of risk-free nominal bonds. The other

conditions are the constraints with equality and the terminal condition

�
T � �1 0. (2.8)

The firms are competitive and prices are flexible. The firms maximize profits so that the equilibrium real

wage is

W

P
A t T

t

t

t
�  ,0 . (2.9)

The policy variables are lump sum taxes, T
t
, interest rates, R

t
, money supplies, M

t
, state noncontin-

gent public debt, B
t
. The period by period government budget constraints are

M B0 0 0� � �

M B

M R B P G P T

t T

t t

t t t t t t t

�

� � � �

 

� � � � � � �1 1 1 1 1 1 1

1

,

�
T T T T T T T T

M R B P G P T� � � � � � �1 0 (2.10)

Market clearing in the goods and labor market requires

C G A N
t t t t
� � ,

and

N L
t t
� �1 ,
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for 0  t T.

Equilibrium

An equilibrium is a sequence of policy variables, quantities and prices such that the private agents sol-

ve their problems given the sequences of policy variables and prices, the budget constraint of the go-

vernment is satisfied, markets clear, and the policy sequence is in the set defined by the policy.

The equilibrium conditions for the variables� �C L R M B T
t t t t t t
, , , , , are the resource constraints

� �C G A L t T
t t t t
� � �  1 0, , (2.11)

the intratemporal conditions

u t

u t

R

A
t T

C

L

t

t

( )

( )
, ,�  0 (2.12)

those are obtained from the households intratemporal conditions (2.6) and the firms optimal conditions

(2.9), the cash in advance constraints (2.2), the intertemporal conditions (2.7) and the budget constra-

ints (2.10), as well as the government policy rules, to be specified below.

3. INTEREST RATE POLICY DOES NOT ENSURE PRICE STABILITY

An equilibrium in the economy described above is characterized by a finite number of equations and

unknowns. A necessary condition for there to be a unique equilibrium is that the number of equations

equals the number of the unknowns. Interest rate rules, whether these are sequences of numbers or

feedback rules, functions of future, current or past variables, are not sufficient restrictions. They are

never able to pin down unique equilibria.

To see this, notice taht from the resource constraints, (2.11), the intratemporal conditions (2.12), and

the cash in advance constraints holding with equality, (2.2), we obtain the functions � �C C R
t t
� and

� �L L R
t t
� and

� �
P

M

C R
t

t

t

� , 0  t T. We can substitute these variables in the intertemporal condi-

tions (2.7), so that the system of equilibrium conditions restricting the policy variables � �R M P
t t t
, ,

can be summarized by the following dynamic equations

� � � �� �

� �

� � � �� �

� �

u C R L R

M

C R

R E

u C R L R

M

C R

C t t

t

t

t t

C t t

t

t

,
�

�

�

�
�
�
�
�

�

�

� �

�

�

�
1 1

1

1

�
�
�
�
�

� �, ,...,t T0 1 (3.1)

together with

� �
P

M

C R

t T
t

t

t

� �, ,..., .0

The budget constraints restrict, not uniquely, the levels of state noncontingent debts and taxes. Assu-

ming these policy variables are not set exogenously we can ignore those restrictions.

Suppose the interest rates are determined exogenously. In that case there are still more variables than

unknowns. If the money supplies were also set exogenously in every state in the terminal period, then
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the conditions above would determine the money stock in every state in the previous periods. That way

the price levels would also be pinned down in every period and state. The degrees of multiplicity are

therefore the number of states in the terminal period. The nominal interest rates restrict the conditional

average growth rate of money supply, they do not restrict how money supply is distributed across sta-

tes. In this economy with uncertainty there is still the need for a nominal anchor for every history. In a

deterministic economy only one money supply would be missing, one nominal anchor.

In this economy, if instead of targeting the interest rate, there was a feedback rule for the interest rate

where it would be responding to endogenous variables, nothing would change. There would still be the

same number of equations and unknowns and the degree of multiplicity would be the same. Similarly

this result does not depend on preferences or technology, and it also does not depend on whether

prices are flexible or sticky.

In the following section, the economy lasts forever. It is the same economy, but with an infinite horizon.

We illustrate how this problem of multiplicity is usually handled, by imposing conditions such that there

is a single equilibrium in a neighborhood of interest, so that a particular equilibrium may be locally de-

terminate. We also show that in the infinite horizon economy there are rules that implement unique

global equilibria.

4. AN INFINITE HORIZON ECONOMY

4.1. Local determinacy

In monetary models with multiple equilibria it is possible to conduct policy so that there is a single equi-

librium in the neighborhood of a steady state. In this case we say that there is a determinate equilibri-

um. Most of the analysis in monetary models focus on that particular equilibrium.

We will now consider the analogous infinite horizon model but will simplify the structure assuming that

the utility is linear in consumption. For linear consumption the log-linearized intertemporal conditions

approximated around a deterministic steady state with constant nominal interest rate and constant in-

flation � *, which is also the target, are

� �� � �

R E P P
t t t t

� � �� 1 0.

Suppose now that the interest rate rule is the forward rule

� ��

�R E
t t

� ��� � 1

so that the interest rate is raised above the steady state when the inflation forecast is above the target

� *. Then we have

� � � �� �� ��1 01E
t t

� ,

so that for � 	 1, expected inflation is pinned down, but the price level in each date and state is not.

Suppose now that the interest rate rule is

�

�R
t t

� ��

where � 
 1. Then, from
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� ��

�R E
t t t

� �� 1 ,

we have

� ��� �� �

t t t
E� �� 1 0

With � 	 1, there is a bounded solution and a continuum of unbounded solutions. If �� 
 � 0, then ��
t

� 0,

t � 0 but if �� �0 0� 	 , the inflation path is explosive.
1

The bounded solution is the determinate equilibrium

��
t

� 0.

The equilibrium inflation is equal to the target and given an historical price level P �1 , the path for the

price level is pinned down. The unbounded solutions cannot be analyzed with the linearized model,

which is only valid for small deviations around the steady state. In general there are other equilibria in

the nonlinear model, which may cycle or converge to other steady states (see Benhabib,

Schmitt-Grohe and Uribe, 2001, 2002)

In the following section we show that there are interest rate rules that do not react to inflation but rather

to a forecast of the price level that implement unique global equilibria. These are the rules analyzed in

Adao, Correia and Teles (2006).

In the log-linearized model the rule would be

� �

R E P
t t t

� � 1 .

Then from the intertemporal condition

� � �

R E P P
t t t t

� �� 1 ,

we have

�

P
t

� 0

so that there is indeed a unique global solution.

4.2. Rules that implement unique global equilibria

Here we consider the original nonlinear model for general preferences but with an infinite horizon. Sup-

pose monetary policy was conducted with the following interest rate rule

� �
R

E

u t

P

t

t

t

C

t

�
�

�



� 1

1

, (4,1)

where 
t

is an exogenous variable. Then there is a unique global equilibrium. To see this, notice that

the intertemporal condition (2.7) can be written as
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� �u t

P
t

C

t

t
� �� , 0, (4.2)

so that

R
E

t

t

t t

�
�

�

� � 1

. (4.3)

Given the functions � �C C R
t t

� and � �C C R
t t

� obtained using the resource constraints, (2.11),

and the intratemporal conditions, (2.12), we can use (4.2) above to determine the sequence of price

levels P
t
. The money supply is determined endogenously using the cash-in-advance condition.

Depending on the process for �
t
, a particularly desirable outcome can be implemented. In this model

the first best equilibrium can be achieved with the Friedman rule of a zero nominal interest rate. This

can be implemented with the policy rule (4.1), above, where �
�

t
t

�
1

.

We saw in the previous section that in the finite horizon economy there were no rules that implemented

unique equilibria. Indeed in the finite horizon economy this rule cannot be used in the last period, since

there are no forecasts ahead. The rule would have to be

� �
R

E

t

P

t T
t

t

t

uC

t

�
�

	 	 


�

�

� 1
0 1

1

, (4.4)

For periodT , the rule cannot be used because there is nothing to forecast atT, and if the nominal inter-

est rates are set exogenously, the price level in the different states is not pinned down. If the economy

lasted forever, there would be no last period and the rule would always work.

The forward looking interest rate feedback rules that implement unique global equilibria resemble to

some extent the rules that appear to be followed by central banks. The nominal interest rate reacts

positively to the forecast of future consumption
2
. It also reacts positively to the forecast of the future

price level. This last feature of the rules is less conventional (see Woodford (2003) for Wicksellian price

targeting rules).
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5. CONCLUDING REMARKS

In this note we discuss, based on Adao, Correia and Teles (2006), how monetary policy can be used to

implement a unique stable price equilibrium. We show that in a monetary model with a finite horizon,

where the degrees of freedom in conducting policy can be counted exactly, interest rate rules will not

implement unique equilibria. Instead in an infinite horizon there are feedback rules that can achieve

that.

The rules that implement unique equilibria are price targeting rules where the interest rate is raised

when the forecast of the future price level goes up. It also reacts positively to the forecast of future eco-

nomic activity. Unfortunately in order for the rule to be effective there is the need for a knowledge of the

economic structure that is not realistic. Also, the fact that the rule would not work in a finite horizon mo-

del even if arbitrarily large is also an obvious fragility.

In the end we have to conclude that more work has to be done in the development of models or alterna-

tive ways of conducting policy so that we can be reasonably confident that policy is able to implement a

unique stable price equilibrium.
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DETERMINANTS OF SPREADS IN SYNDICATED LOANS TO

EURO AREA CORPORATES*

Luciana Barbosa**

Nuno Ribeiro**

1. INTRODUCTION

A clear-cut ranking of factors underlying price differentiation of banks’ new business calls for the analy-

sis of data at the operation level. Unfortunately, such a database is not readily available for retail bank

loans for all euro area countries. With that in mind, this paper is intended to derive general results for

the loan market in the euro area by making use of a rich database of syndicated loans at the operation

level (for a description of the functioning of the syndicated loan market see Gadanecz (2004)). This

market is usually identified as a transaction market for more transparent companies or projects, a fea-

ture that suggests that it should be more integrated cross-border than the market for bank loans at

large. In fact, the direct reading of the information available for the primary market shows up a wide-

spread presence of non-resident banks in each syndicate, in many cases acting as leading managers

of the operations. Notwithstanding those considerations, the present study intends to evaluate if the

theoretical predictions in the literature concerning factors for interest rate differentiation among bor-

rowers are observed in the syndicated loans to euro area corporations, and it intends also to verify if

cross-country differences persist after controlling for economically relevant factors.
1

In particular, this

work provides some evidence of home bias in the syndicated loan market in the euro area, i.e. opera-

tions conducted exclusively by banks whose nationality was different from that of the borrower pre-

sented systematically higher spreads than those operations in which at least a bank with the same

nationality was present. Given the more transactional nature of syndicated loans than average bank

loans and the a priori evidence of deep cross-border bank presence in this market, there is a case for

considering these results as a starting counterfactual for more general conclusions on the cross-coun-

try integration of corporate bank loans in the euro area. To be sure, based on these findings, it should

not be surprising if future empirical studies based on retail operations concluded for the lack of or

incomplete integration of the several national corporate bank loan markets in the euro area.

According to ECB (2006), cross-country differences in aggregate statistics are observed in the euro

area, which may be associated to a large set of factors. Among these, differences in product character-

istics and in the market environment were identified, as well as structural issues related to the aggre-

gation of interest rates in individual operations. The evidence uncovered in this study may also inform

the ongoing debate on the fine-tuning of economically meaningfully breakdowns in the euro area offi-

cial statistics on bank loan interest rates aggregate statistics.
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The paper is outlined as follows. In section 2, the database used is described and some general fea-

tures of the syndicated loan market are presented. In section 3, the econometric approach is explained

and the corresponding results are discussed. Section 4 contains a further exploration on the role of col-

lateral and on the results pointing to the presence of “home bias” in this market. Section 5 provides a

short elaboration on the quantification of country-specific effects in this framework. Finally, section 6

outlines the most salient conclusions.

2. DATA AND DESCRIPTIVE STATISTICS

According to the Dealogic Loanware database, the main source for this work, the syndicated loan mar-

ket for non-financial corporations has posted a remarkable growth at the global level over the last few

years, climbing from a total amount of deals closed of 1500 billions euro in 1999 to 2700 billions euro in

2006. These recent developments continue to shape a structural change in this market, which was fos-

tered in the 1980’s mostly as a means of developing countries’ sovereign financing. Further, in what

concerns non-financial corporations, this market has spread geographically very substantially: while

57 percent of money raised through loan syndicates were to US borrowers in 1999, this percentage

dropped to 40 percent in 2006. This decline occurred at the expense of a rise of the growth in the fi-

nancing of euro area residents in this market, whose share rose from 18 percent to 25 percent in the

same period, and the stronger presence of Asian residents in the international syndicated loans mar-

ket. The growth in the market concerning euro area borrowers has occurred essentially in the

non-rated borrowers’ segment, even though the predominance of non-rated borrowers is present at

the global level also. The enormous expansion in this market in the euro area recently raises the inter-

est of understanding its functioning, pricing mechanisms and the way it organizes (see Rhodes (2006)

for the details of either the economic, legal aspects or conventions in this market, as well as a brief re-

view of its development over the last three decades). Even though no precise estimates of how much
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Chart 1

SYNDICATED LOAN MARKET IMPORTANCE IN THE

EURO AREA
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Table 1

DESCRIPTIVE STATISTICS

1999 2000 2001 2002 2003 2004 2005 2006 Total observations

Spread Obs. Spread Obs. Spread Obs. Spread Obs. Spread Obs. Spread Obs. Spread Obs. Spread Obs. of which:

rated

(1) (2) # (1) (2) # (1) (2) # (1) (2) # (1) (2) # (1) (2) # (1) (2) # (1) (2) #

Austria 0 188 121 4 189 180 9 0 363 379 6 247 130 5 191 101 4 16 16 1 29 2

Belgium 59 68 5 88 80 16 97 84 17 130 59 10 211 145 15 222 203 43 174 63 34 254 118 24 164 3

Ireland 170 127 15 209 171 10 161 178 8 258 337 13 165 167 19 164 154 20 280 138 7 236 253 36 128 27

Finland 154 108 10 150 98 12 168 94 18 73 58 6 202 73 6 130 67 13 81 48 25 215 91 17 107 16

France 144 70 128 149 61 149 147 76 125 198 133 173 224 156 114 214 69 219 210 66 329 233 110 367 1604 186

Germany 120 63 40 174 107 57 206 108 79 222 56 83 269 105 93 250 121 219 266 117 255 250 80 253 1079 148

Greece 95 58 20 97 86 14 112 82 21 127 76 29 143 118 30 165 149 20 188 163 21 135 89 10 165 14

Italy 95 94 55 146 61 58 150 116 53 131 104 57 180 147 108 212 165 147 183 144 215 199 164 108 801 48

Luxembourg 109 102 3 266 283 7 199 132 14 223 64 6 331 331 12 335 147 17 285 186 28 189 78 16 103 9

Neetherlands 125 78 50 156 71 80 187 119 59 186 96 49 268 213 77 211 106 78 228 172 96 281 201 134 623 88

Portugal 133 117 6 122 70 16 85 67 14 68 35 3 128 100 8 138 65 8 106 68 19 0 74 15

Spain 87 77 75 107 60 83 116 105 72 116 85 90 148 131 111 168 101 191 149 97 288 166 99 253 1163 49

Euro Area 120 74 407 144 75 506 155 103 489 173 94 519 210 149 599 211 106 980 201 102 1321 224 113 1219 6040 605

St-dev 87 101 109 124 176 173 185 187

Source: Dealogic Loanware.

Note: (1) Simple average; (2) Weighted average by loan amount.



this type of financing represents in the European banks loan books, a rough estimate point to a dou-

bling of its importance between 1999 and 2006 (see Chart 1).
2

As stated above, this work was undertaken making use of the Dealogic Loanware database for syndi-

cated loans, identified at the operation level, granted to non-financial corporations domiciled in the

euro area in the period January 1999 to October 2006. Further, loans with identified purpose as “public

finance” were disregarded and it was imposed that the information about pricing at issue (excluding

fees), loan amount and signing date (or at least funding date) was available. After these requirements,

the database ended up with 6040 observations. Some aggregate statistics at the country and euro

area levels are shown in Table 1. Loans granted to corporates resident in France, Germany and Spain

are the most frequent, while borrowers in Portugal and Austria are the least frequent in the sample.

Further analysis was undertaken with loans drawn by firms for which explicit default risk information

was available (borrowers rated by either Standard&Poors or Moody’s). This implied a very significant

compression in the database, giving rise to a sample of 605 observations. Observations for Austria

and Belgium were very few; accordingly, the results concerning these countries must be interpreted

with particular caution.

3. ECONOMETRIC APPROACH

3.1. The general model and variables

Econometric regressions were performed with the interest rate spread as dependent variable. Dum-

mies for the country of residence and for the economic sector of the borrower, other borrower and op-

eration specific characteristics and time specific dummies were taken as explanatory variables. The

specification taken is as follows:

Spread country dummies dummies b
jit j j

� � � � � � �� � � �sector orrower

operation time dummies

j

i
� � �	 


(1)

The specification in (1) was estimated by OLS in two samples: one set of regressions includes all loans

in the database (after selection criteria), while the other restricts the sample to rated firms only. The

reason why the analysis was performed for both samples is related to the fact that, in the database and

in line with what is observed in general in banks’ credit portfolio, only a narrow sub-set of firms presents

information related to rating. Consequently, bias may be arising through the absence of control for the

market’s perceived risk of the borrowers in most operations. Analysing the narrower sample, in which

all firms considered have external rating, it is possible to appraise the relevance of the lack of rating in-

formation, as well as to test whether the conclusions for the remaining characteristics are robust to the

omission of explicit controls for default risk in the regression concerning the larger sample.

In the appendix the variables used are explained. These include the usual determinants of the spread

applied in loans. We focus on the interest spread on each selected loan operation (Spread).
3

Loan size

was taken into account with dummies for the quartiles of the loan amount of the operation, sorted by

year (lncrp stands for the log of the loan amount, while lncrp25 is the dummy for operations in the first

quartile of the distribution of loan amounts in a given year). This variable controls for possible econo-

mies of scale in the design of the operation, with a higher dilution of fixed costs for larger operations. At
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(2) A simple ratio of new deals announced each year and the cumulative amount of new business to euro area corporates, as published by the ECB, points to an

average of around 7.5 percent of syndicated loans in the overall loans to non-financial corporations resident in the euro area.

(3) The actual unit of observation is the loan tranche. Each loan facility may include several loan tranches with possible different loan terms.



the same time, the size of the operation can be a proxy for borrower size, allowing for the control of

systematic differences associated to firm size.

The rating at issue was aggregated into adjacent classes and included as a direct measure of credit

risk. Most operations involve unrated firms, while among rated ones, investment grade operations are

the most frequent in this sample.
4

The maturity of the operation was synthesized into classes and intro-

duced into the regression as dummy variables. A large strand of literature focus on the relationship be-

tween maturity and loan spreads and it points to the existence of an upward sloping credit spread

curve over the maturity spectrum (see Jackson and Perraudin (1999) and related references). Hence,

operations with longer maturity are expected to be more expensive, irrespective of the shape of the

yield curve.

The announced purpose of the loan, with a dummy for controlling for the cases when this information is

undisclosed, was taken also as a controlling variable. In particular, it is possible to identify in the data-

base loan operations whose proceeds were intended to finance take-overs or recapitalization of the

obligors (takeover), project finance and other specific purposes (project finance), very different by na-

ture from a general purpose loan or credit line (general).

A dummy variable specifying whether the loan is a credit line (credit lines), a term loan (term loan), a

bridge loan (bridge loan), a mezzanine loan (mezzanine) or other type of loan (other) was introduced.

In practice, the purpose of all mezzanine loans in the database was classified as takeover, so that this

loan type was considered as a sub-type of the takeover purpose. Previous research for the United

States point to the existence of a positive premium on term loans when compared to credit lines. This

empirical fact can be associated to the insurance role that credit lines offer to firms, when confronted

with adverse shocks, in conjugation with the liquidity provision service provided by banks by means of

this instrument (Berger and Udell (1992); Kashiap and Stein (2002)).

Fees (measured in basis points) accrued to loan arrangers, book runners and providers were included

to control for possible substitution effects between fees for services and interest spread. In addition, a

distinction between commitment (commitment fees) and other types of fees (other fees) was consid-

ered. Further, a dummy for controlling whenever information on fees is undisclosed was also included

(fees undisclosed).

Dummies for the existence of guarantees (guarantor) and for the existence of collateral (collateral) at-

tached to the operation were also considered. The sign of the impact of these factors on pricing is am-

biguous in light of both theoretical considerations and previous empirical researches. In what concerns

guarantees, it is our impression that they reflect chiefly support from entities in the same economic

group of the borrower, in particular a guarantee from the parent company to its subsidiary. As such, a

lower price was expected in association with the presence of guarantees. In what concerns loans se-

cured on collateral, all else equal, it is natural to expect that, by the time a delinquency event has al-

ready occurred, loans with collateral are less risky than the ones without it. Conversely, the ex-ante

relationship between collateral and risk (and subsequently pricing) is not obvious. In fact, at the time of

approval of the loan, if all relevant characteristics of the borrower are not known to the lender, in some

circumstances, it may be more probable that collateral is demanded for those borrowers perceived as

riskier (Boot, Thakor and Udell (1991) for a thorough description of the relationship between risk and

collateral). Empirical results point to a positive relationship between collateral and risk (see Jiménez

and Saurina (2004) for a large sample of Spanish debtors); and collateral and pricing (Berger and Udell

(1990) and Carey and Nini (2004) for the international syndicated market). Further, banks may de-

mand collateral as a substitute of ex-post monitoring efforts (Manove and Padilla (1999); Manove,
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(4) Ratings corresponding to investment grade are those BBB- or above in the Standard & Poors scale, while the remaining ratings correspond to borrowers or

debt issues which are commonly labelled as non-investment grade or with junk status.



Padilla and Pagano (2001)). Other arguments point to the opposite direction, i.e. collateral may serve

as a screening device. The economic cost of pledging collateral is lower for low risk borrowers than for

high risk ones, so that the former are willing to trade the pledging of collateral against a lower interest

rates (Besanko and Thakor (1987a,b)). Given this ambiguity, there was no a priori straightforward

expected role for collateral before the empirical approach was implemented.

The share-holding relationships of the borrowers with the general government were approached by

means of a dummy controlling for the public (public) versus private (private) control of the borrower.

Asymmetry of information between banks with a local presence and remote-located banks was taken

into account by attaching to each operation a dummy variable (labelled as home bias) for the cases

when the nationality of all banks listed as providers of funds in the operation was different from the bor-

rower’s. A set of dummies controlling for industry and nationality of the borrower were also put in place,

even though their coefficients are not reported.

3.2. Results

Table 2 presents the results of the models using the full sample in columns (1) and (2) and the

sub-sample of borrowers with credit rating in the columns (3) and (4). As described before, the idea un-

derlying the running of parallel regressions with and without controlling for rating is to neglect direct in-

formation about borrower risk and to test if the general conclusions for the remaining factors are robust

to default risk measurement omission.

The main results of these regressions conform to the literature on the topic. For instance, the higher

the loan size, the lower the spread, most significantly when comparing the quartile of the largest opera-

tions with the remaining.
5

This may be the result of economies of scale in the preparation of a syndi-

cated loan, i.e. there may be fixed costs, which can be diluted in larger loans. An alternative and more

plausible explanation is that loan size may be a proxy for borrower size, so that this variable captures

banks’ perceived lower risk in (very) large borrowers.

Loan ratings are intended to be ex-ante measures of default probability expectations, so that better

loan ratings should be associated with lower spreads. The empirical findings in Table 2 indeed point to

such a relationship. In particular, rating seems to have a sizeable marginal impact on pricing for ratings

below triple B class and insignificant among investment grade classes (between the best rating class

and BBB- class). Further, the spread paid by non-rated borrowers is slightly below the double B aver-

age, suggesting that, if rated, those firms would be, on average, at the margin between the BB+ and

the BBB- rating.

Spreads increase monotonically with maturity. In particular, spreads of operations with over 5 years

maturity (maturity > 5 years dummy variable, omitted in the regression) differ significantly from opera-

tions with lower maturities. In turn, operations with unknown or uncertain maturity (maturity unknown)

carry, on average, spreads which locate between the 1 to 5 years maturity class and the over 5 years

class. These results are indicative of no significant maturity bias in those operations, as the

above-mentioned classes are the most frequent in the sample.

According to the results of the regressions underlying Table 2, loans for takeover or recapitalization

purposes are perceived as riskier than all other. This is not surprising, since takeovers financed by

means of debt are conductive to increased leverage of the acquirer. Among these, the mezzanine
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(5) In fact, the variables representing the first three quartiles of loan size post very similar coefficients, suggesting that these dummies could be aggregated.

Anyway, the most general specification was kept in order to allow for the assessment of this feature in the remaining regressions.
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Table 2

REGRESSION RESULTS

Dependent variable: Full sample Sample with rated borrowers only

Spread (1) (2) (3) (4)

Coefficient t-statistic Coefficient t-statistic Coefficient t-statistic Coefficient t-statistic

Explanatory variables

Constant 38.42 4.11 85.27 12.35 53.20 2.88 50.15 2.61

2000 9.19 1.54 6.40 1.07 32.63 2.56 24.18 1.62

2001 14.68 2.47 12.36 2.07 28.29 2.14 15.22 1.01

2002 42.07 7.43 40.16 7.03 60.76 4.01 68.66 4.06

2003 57.94 9.88 57.54 9.74 44.27 3.16 60.69 3.92

2004 54.09 10.10 54.89 10.17 31.08 2.23 54.11 3.60

2005 40.90 7.92 41.38 7.95 -3.35 -0.25 11.46 0.76

2006 45.53 8.41 45.37 8.33 -14.34 -0.86 -6.08 -0.34

Loan size

lncrdp25 50.02 13.98 58.44 16.74 30.23 2.77 85.89 7.22

lncrdp50 50.01 13.19 57.48 15.46 4.46 0.52 46.96 4.46

lncrdp75 44.50 12.56 52.39 14.82 10.17 1.25 32.16 3.26

Rating

a -10.62 -1.20 - - -8.80 -1.02 - -

bb 84.21 7.37 - - 105.99 8.57 - -

b 103.37 8.74 - - 149.09 8.75 - -

no rating 57.54 8.14 - - - - - -

Maturity

maturity unknown -34.45 -2.67 -35.99 -2.79 -43.75 -2.24 -59.73 -2.13

maturity < 1 year -70.12 -13.25 -80.41 -15.18 -60.06 -5.29 -84.07 -6.48

maturity 1 up to 5 years -61.36 -21.45 -64.17 -22.17 -48.22 -5.83 -67.23 -7.51

Loan purpose

take over 45.79 14.62 47.59 15.00 20.77 2.93 33.07 3.92

mezzanine 583.17 25.12 582.65 25.09 575.22 4.12 578.98 3.64

asset backed -21.22 -2.42 -21.09 -2.43 1.22 0.04 -5.14 -0.15

project finance -14.86 -2.56 -9.38 -1.61 -56.63 -2.05 -10.42 -0.35

unknown 0.29 0.03 4.25 0.37 - -

Instrument type

credit lines -31.16 -14.31 -34.08 -15.47 -17.64 -2.80 -37.34 -5.27

bridge loan 31.32 2.81 32.19 2.81 121.24 2.87 102.75 2.39

other 75.52 7.01 69.88 6.32 27.76 1.57 16.78 0.86

Fees

commitment fees 0.18 3.35 0.21 3.96 -0.01 -0.07 0.36 1.64

other fees 0.36 2.69 0.46 3.26 0.66 1.87 1.22 3.32

fees undisclose -3.42 -0.42 -1.09 -0.14 26.35 0.56 44.87 1.14

Guarantor -30.04 -5.06 -28.31 -4.75 -20.89 -1.48 -26.92 -1.58

Collateral 11.97 3.50 15.03 4.33 39.35 2.62 61.95 3.56

Home bias 26.60 3.96 26.80 3.97 23.34 1.18 20.51 0.96

Public -36.64 -5.66 -46.30 -7.35 -2.75 -0.27 -22.25 -1.80

Number of observations 6040 6040 605 605

R-squared 0.68 0.67 0.75 0.66

Adj R-squared 0.68 0.67 0.72 0.63

Note: Borrower business and country dummies were included in the regression, but their coefficients are omitted in the present table.



tranches are extremely expensive, posting a spread almost 6 percentage points higher than general

purpose loans.

Term loans (term loans, omitted in the regression) and most specially bridge loans (bridge loan) carry

higher spreads than credit lines (credit lines). Bridge loans are a way of interim financing that can be

assessed as embodying higher risk in the sense that are supposed to be replaced by more stable fi-

nancing still in preparation that may not materialize due to, inter alia, the deterioration in market condi-

tions. In what concerns the relative price of term loans and credit lines, the fact that the latter show up

to be cheaper is in line with other works carried on for the United States. In addition to what was out-

lined before about the insurance role of credit lines for firms, these instruments may have an hedging

interest for banks, in case there is positive correlation between shocks in deposit supply and credit de-

mand. This hypothesis would mean that shocks to savers’ liquidity and to investors’ financing

requirements are positively correlated.

As expected, loan facilities carrying guarantees have lower spreads, while, in the sample under con-

sideration, collateral is positively related to loan spreads. This effect is stronger in specifications that

do not include rating as a regressor, which is indicative of positive correlation between the presence of

collateral and borrower default risk, i.e., those firms carrying worse credit rating are more likely to post

collateral when borrowing.

Entities owned or controlled by the general government pay less for their loans than their private peers.

This result should be reflecting that the relationship with public administrations corresponds ultimately

to an implicit public guarantee.

The facilities in which banks with the same nationality of the borrower do not participate as providers of

funds in the primary market carry higher spreads. This variable (identified as home bias in Table 2) is

intended to account for the hypothesis that domestic banks are better information processors than for-

eign banks. In this way, if there is no single bank with the same nationality of the borrower, that may

constitute a signal for all other potential participants that unknown information to them is biased to-

wards high risk. These results give support to the idea that, even in the syndicated loans market, there

may be information asymmetries between local and foreign players in the credit market.

The results presented in Table 2 allow also observing that loans with higher fees carry higher spreads,

i.e. fee business and pure intermediation seem to be complements rather than substitutes from the

perspective of banks’ revenues. In fact, in the full sample, 1 percentage point of additional fees (other

fess) corresponds to around 40 basis points of higher spread, and this result shows up to be slightly

stronger when no control for rating is carried out. When restricting the analysis to rated borrowers only,

the magnitude of the coefficient is significantly higher. This result is consistent with those presented by

Angbazo et al (1998) in a sample of loans granted between 1987 and 1994.

Another piece of interesting information that can be inferred from the set of regressions is the identifi-

cation of a time-series credit cycle. The time dummies in the regression point to a hump shaped

time-series of spreads (with a peak in 2003-2004), after controlling for the remaining factors. This cycle

was not so evident when reading the average spreads presented in Table 1.

4. EXPLORING FURTHER THE ROLE OF COLLATERAL AND OF THE

“HOME BIAS” VARIABLE

In order to better understand the reasons behind the positive association between collateral pledging

and the interest spread applied on loans, a more detailed study of this effect was performed. This in-

volved running additional regressions in which other characteristics of the borrowers and/or the opera-
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tions were crossed with the variable identifying the presence of collateral. A comprehensive set of trials

describing loan purpose, instrument type, borrower rating and loan size were put in place. Only the last

two characteristics showed up to be relevant in shedding additional light to this issue and the respec-

tive results are reported in Table 3 for the full sample
6
. The results concerning the association between

the impact of the collateral and loan rating are under column (1) and are illustrative of the fact that the

positive association is similar across rating classes. Column (2) presents the results of the regressions

exploring the role of loan size crossed with the variable concerning the presence of collateral. In all

specifications the positive association between collateral and spread appeared robust for the largest

loans (the 4th quartile, omitted in the regression), while there seems to be a general tendency for the

effect to disappear in smaller loans. To be sure, the coefficient of the dummy for the first quartile of the

loan size crossed with the dummy for the existence of collateral is statistically significant and close to

the symmetric of the coefficient of the collateral variable.

A similar procedure was undertaken trying to uncover what firm/operation characteristics could be as-

sociated with the positive relationship found between the non-presence of domestic banks in the syndi-

cate (home bias) and loan spreads. The statistically significant differentiation in this effect was found

along the credit risk rating scale, with a strong differential effect in the double B rated borrowers, when

compared to triple B borrowers. As can be seen in column (3) in Table 3 the effect is not monotonic in

the rating scale and can be observed both in the full sample and in the sample with rated borrowers

only.
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Table 3

REGRESSION WITH INTERACTION TERMS FOR COLLATERAL AND HOME BIAS VARIABLES

Dependent variable: Spread (1) (2) (3)

Coefficient t-statistic Coefficient t-statistic Coefficient t-statistic

Explanatory variables

lncrdp25 50.13 14.01 59.67 14.29 50.70 14.32

lncrdp50 50.22 13.22 53.86 12.01 50.75 13.60

lncrdp75 44.46 12.51 48.39 11.91 44.91 12.71

lncrdp25*collateral - - -35.52 -4.73 - -

lncrdp50*collateral - - -15.89 -1.97 - -

lncrdp75*collateral - - -16.38 -1.99 - -

a -10.64 -1.17 -10.00 -1.13 -5.34 -0.62

bb 83.78 6.37 82.51 7.25 74.90 7.11

b 90.71 7.22 99.19 8.40 113.68 8.75

no rating 59.49 8.18 55.23 7.79 58.35 7.79

collateral 34.63 1.29 30.25 4.93 11.86 3.47

a*collateral 18.84 0.49 - - - -

bb*collateral -14.14 -0.44 - - - -

b*collateral 18.26 0.53 - - - -

no rating*collateral -24.68 -0.91 - - - -

a*home bias - - - - -68.78 -1.30

bb*home bias - - - - 207.76 2.44

b*home bias - - - - -46.30 -1.53

no rating*home bias - - - - -8.74 -0.41

Note: The results concerning the remaining variables of the model were omitted for the sake of simplicity of reading of the interaction effects.

(6) The same analysis applied to the sub-sample of rated borrowers yielded similar results.



5. WHAT CAN WE SAY ABOUT CROSS-COUNTRY DIFFERENCES?

In the raw data, the difference between the country carrying the whole-sample highest average spread

and the one with the lowest spread is as high as 150 basis points. A very crude exercise of contrasting

the country dummies in the most general model (reported to in column (1) in Table 2) suggests that this

metric compresses to less than 50 basis points. Additionally, the standard deviations of the country

dummies are only one third of the standard deviation of the spreads in the raw data, after scaling all

countries against France, the omitted country in the regression (Chart 2).

Wald tests on the joint statistical relevance of the coefficients underlying sets of characteristics of the

borrowers or operations were performed and are presented in Table 4. Borrower nationality stands out

as significant in all specifications, giving further support for the conclusion that country-specific effects

still remain after taking into account the remaining borrower and loan operation characteristics.

6. CONCLUSIONS

This work provides an overview of empirical findings for the factors underlying the pricing of syndicated

loans in the euro area. The findings from previous empirical literature are confirmed and the results are

in line with established theoretical predictions in what concerns the role of maturity, loan size and credit

risk rating. The results also show that collateral and guarantees matter differently in the pricing of cor-

porate loans with a positive association between spreads and collateral pledging and the opposite in

the case of guarantees. As such, it provides indications of important factors to take into consideration

when stratifying loan operations into homogeneous classes for the purpose of building up aggregate

interest rate statistics. Additionally, the approach allows for isolating country specific from

borrower/operation specific effects.

Further, some interesting stylized facts emerge which deserve future research, in order to identify their

underlying reasons. First, fees seem to be complements to interest income for banks, rather than sub-

stitutes, as common wisdom would suggest and the literature on the role of up-front fees predicts. As

such, this issue deserves further analysis, taking into consideration that not all fees payable on a loan

contract are front-end fees; rather, they accrue over regular payment periods in the same fashion as in-

terest. Second, there is some evidence of the presence of home bias in the syndicated loan market, in

the sense that loan facilities in which no bank with the same nationality as that of the borrowers are

more expensive than the remaining. This conclusion, if confirmed in subsequent work, suggests that

one should not be surprised by evidence of incomplete integration in the retail loan market in the euro

area. This is particularly relevant if one takes into consideration that the syndicated loan market is, by

its nature, a much more integrated and transparent market than that for bank loans in general. Accord-

ingly, a more detailed analysis crossing nationality and the roles of participating banks in each syndi-

cate, for instance distinguishing between arrangers of the operation and the remaining banks, may

provide finer conclusions about the structural factors underlying these findings.

Banco de Portugal | Economic Bulletin

Summer 2007 | Articles

74



Economic Bulletin | Banco de Portugal

Articles | Summer 2007

75

Chart 2

DIFFERENCES TO FRANCE AVERAGE SPREADS
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Note: Country differences stemming from the regression results as posted in columns (1)

and (2) in Tables 2. Only Germany, Netherlands, Spain are statistically significant at 5%

significance level.

Table 4

WALD TESTS ON JOINT SIGNIFICANCE OF GROUP OF VARIABLES

Table 2

Group of variable Equation (1) Equation (2) Equation (3) Equation (4)

Year

30.01 31.94 6.16 6.48

(0.00) (0.00) (0.00) (0.00)

Borrower nationality

13.95 13.56 3.80 5.09

(0.00) (0.00) (0.00) (0.00)

Loan size

85.73 122.38 2.98 18.12

(0.00) (0.00) (0.03) (0.00)

Rating

45.57 - 30.80 -

0.00 - 0.00 -

Maturity

165.06 183.86 12.08 19.94

(0.00) (0.00) (0.00) (0.00)

Loan Purpose

181.67 180.96 8.60 7.56

(0.00) (0.00) (0.00) (0.00)

Instrument Type

103.55 110.67 9.62 15.48

(0.00) (0.00) (0.00) (0.00)

Fees

6.76 9.44 1.29 5.97

(0.00) (0.00) (0.28) (0.00)

Borrower sector 17.00 18.52 3.59 4.70

(0.00) (0.00) (0.00) (0.00)

Note: Wald test p-value are presented in parentesis.
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Annex 1

DEFINITION OF THE VARIABLES

Variable Definition

Dependent variable

Spread Interest spread applied to loans (basis points)

Explanatory variables

Time Dummies

yeart Dummies equal to one if the loan takes place in year t (1999-2006)

Borrower specific variables

Borrower business 16 dummies variables representing the industry of the borrower

Nationality 12 dummies variables related with borrower’s nationality

Rating

a Dummy equals one if borrower rating is between AAA and A-

bbb Dummy equals one if borrower rating is between BBB+ and BBB- (omitted in regressions)

bb Dummy equals one if borrower rating is between BB+ and BB-

b Dummy equals one if borrower rating is between B+ and CCC+

no rating Dummy equals one if the borrower is not rated

Type of borrower

public Dummy equals one if the borrower is controlled by the general government

private Dummy equals one if the borrower is controlled by the private sector (omitted in regressions)

Operation specific variables

Loan size

lncrdp25 Dummy equals one if the loan is less than the percentile 25 of the loan size distribution (by year)

lncrdp50 Dummy equals one if the loan is between the percentile 25 and 50 of the loan size distribution (by year)

lncrdp75 Dummy equals one if the loan is between the percentile 50 and 75 of the loan size distribution (by year)

lncrdp100 Dummy equals one if the loan is grather than the percentile 75 of the loan size distribution (by year) - (omitted in the regression)

Maturity

maturity unknown Dummy equals one if the loan maturity is unknown

maturity <1 year Dummy equals one if the loan maturity is lower than or equal to 1 year

maturity 1 up to 5 years Dummy equals one if the loan maturity is higher than 1 year and lower than 5 years

maturity > 5 years Dummy equals one if the loan maturity is higher than 5 years (omitted in regressions)

Loan Purpose

takeover Dummy equals one if primary loan purpose is takeover or recapitalization

mezzanine Dummy equals one if among takeover or recapitalization operations the category is a mezzanine tranche

asset backed Dummy equals one if the loan is asset backed

project finance Dummy equals one if primary loan purpose is project finance

general Dummy equals one if primary loan purpose is general corporation purposes (omitted in regressions)

unknown Dummy equals one if primary loan purpose is unknown

Instrument Type

term loans Dummy equals one if the category is term loan (omitted in regressions)

credit lines Dummy equals one if the category is credit lines

bridge loans Dummy equals one if the category is bridge loan

mezzanine Dummy equals one if the category is mezzanine loan

other Dummy equals one if the category is another type of loan

Fees

commitment fees Commitment fees (basis points)

other fees Other fees (basis points)

fees undisclosed Dummy equals one if fees are undisclosed

Garantor Dummy equals one if there is a garantor in the operation

Collateral Dummy equals one if the loan is secured

Lenders nationality

home bias Dummy equals one if all lenders’ nationality are different from borrower nationality
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Annex 2

DESCRIPTIVE STATISTICS OF THE EXPLANATORY VARIABLES

1999 2000 2001 2002 2003 2004 2005 2006

Credit (€ m)

mean 245.72 378.11 282.12 317.73 187.36 193.61 261.26 305.84

[min; max] [0.23; 9424] [0.18; 20000] [ 1.02; 5000] [ 1.1; 10000] [ 1.35; 6148] [0.35; 7500] [0.53; 8000] [ 1; 21333]

Rating

a 0.04 0.08 0.05 0.06 0.03 0.03 0.03 0.03

bbb 0.02 0.03 0.04 0.05 0.03 0.02 0.02 0.02

bb 0.01 0.02 0.01 0.02 0.03 0.03 0.02 0.01

b 0.01 0.02 0.00 0.02 0.02 0.02 0.02 0.02

no rating 0.90 0.86 0.90 0.85 0.90 0.91 0.91 0.92

Maturity

maturity unknown 0.04 0.06 0.04 0.01 0.02 0.02 0.02 0.01

maturity < 1 year 0.14 0.13 0.14 0.10 0.05 0.06 0.04 0.04

maturity 1 up to 5 years 0.32 0.27 0.31 0.34 0.30 0.29 0.29 0.21

maturity > 5 years 0.50 0.54 0.51 0.55 0.63 0.64 0.65 0.73

Loan Purpose

takeover 0.59 0.61 0.70 0.73 0.78 0.78 0.77 0.84

mezzanine 0.01 0.02 0.03 0.02 0.03 0.03 0.04 0.05

asset backed 0.02 0.03 0.01 0.01 0.00 0.01 0.01 0.02

project finance 0.09 0.14 0.09 0.06 0.10 0.08 0.09 0.05

general 0.21 0.21 0.20 0.20 0.12 0.13 0.12 0.08

unknown 0.10 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Instrument Type

term loans 0.51 0.53 0.52 0.55 0.51 0.58 0.50 0.53

bridge loans 0.02 0.03 0.02 0.03 0.03 0.02 0.03 0.03

credit lines 0.43 0.40 0.40 0.39 0.42 0.35 0.38 0.34

other 0.03 0.02 0.03 0.02 0.02 0.02 0.05 0.05

Fees

commitment fees (b.p.)

mean 11.13 14.16 16.63 15.45 18.17 10.20 8.75 6.50

[min; max] [ 0; 100] [ 0; 125] [ 0; 150] [ 0; 150] [ 0; 190] [ 0; 350] [ 0; 150] [ 0; 158]

other fees (b.p.)

mean 4.02 6.92 7.00 7.60 7.90 4.57 4.29 3.92

[min; max] [ 0; 85] [ 0; 100] [ 0; 162] [ 0; 300] [ 0; 270] [ 0; 160] [ 0; 145] [ 0; 360]

fees undisclose 0.03 0.01 0.02 0.02 0.00 0.02 0.03 0.05

Garantor 0.06 0.04 0.02 0.04 0.05 0.04 0.03 0.02

Collateral 0.18 0.26 0.19 0.18 0.31 0.25 0.33 0.23

Type of borrower

public 0.03 0.05 0.05 0.04 0.03 0.02 0.03 0.02

private 0.97 0.95 0.95 0.96 0.97 0.98 0.97 0.98

Lenders nationality

home bias 0.07 0.13 0.10 0.05 0.07 0.09 0.09 0.14

Note: In percent of the total number of observations unless otherwise stated.



THE ECONOMIC IMPACT OF RISING THE RETIREMENT AGE:
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1. INTRODUCTION

In most developed countries, pension systems have been facing longer life spans and lower birth

rates. Almost without exception, political decision makers have responded by increasing the legal re-

tirement age (the age when workers are entitled to collect their full retirement pension); by increasing

the contributions to the pension funds; and by restricting the access to early retirement.
1

Despite its importance, there is very little research about the economic impact of these policies. This

essay investigates the legal change that occurred in the Portuguese labour market when, from 1994

onwards, the retirement age of women (initially set at 62) was gradually adjusted in order to converge

to the retirement age of men (65 throughout). We exploit the richness of the individual records of

“Inquérito ao Emprego” and “Quadros de Pessoal”, which also allow one to follow individuals and their

firms.

In this context, it is particularly insightful to draw on matching estimators, which can establish an accu-

rate comparison between the “treatment” groups (those individuals or firms subject to an intervention)

and the “control” group. We follow these procedures, in order to estimate the impact of the increased

retirement age of women upon their wages and hours worked. We also obtain estimates of the impact

of the reform upon the personnel policies (hiring and firing) of firms. Finally, we also evaluate the im-

pact of the higher retirement age upon the performance of the firms.

2. THE NEW LEGAL RETIREMENT AGE

In the early 1990s, the Portuguese social security system was facing the sustainability problems com-

mon in pay-as-you-go systems. These problems were related to the ageing of the population, as life

expectancy increased and as birth falls fell. In 1993, those aged 65 or more corresponded to 21.6% of

the active population (Banco de Portugal, 1994). In this context, the Portuguese government decided

to raise the legal age of retirement (LAR) of women from 62 to 65 years, making that equal between the

two sexes (“Decreto-Lei” 329/93). This law raised the retirement age by six months in every civil year,

up to 1999, when the two retirement ages converged (see Table 1). For instance, while a woman born

in 31st December 1939 would be entitled to retire in 31st December 1993 (on the day of her 62nd birth-

day), a woman born one day later (1st January 1932) would only be eligible to collect her full pension

six months later, at 1st July 1994, when she would be 62 years and 6 months old. However, given the
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(1) Fourteen OECD countries have recently increased their retirement age and are gradually approaching that new level.



gradual implementation of the increase in the LAR, women aged 6 months later (1st July 1933), would

only reach their retirement age on the 1st July 1995 (when aged 63). The following analyses exploit

these gradual adjustments in the law as a source of identification of the impact of the increased LAR

upon the labour market.

There are two additional aspect of the pension system in Portugal that need to be taken into account.

The first one is that LAR refers to the age at which the worker is entitled to his/her retirement pension.

At that point in time, the labour contract between that worker and his/her employer expires, although

the worker can establish a new contract with the same (or a different) employer. The retirement earn-

ings and the work earnings (in a possible new contract) are independent. The second additional aspect

is that the social security system included some exceptions to the standard LAR, as in early retirement.

The most conspicuous cases concerned the long-term unemployed, workers in firms undergoing ma-

jor restructuring processes, and workers in particularly demanding jobs (e.g. air-traffic controllers),

thus limiting the impact of the new law.

3. IDENTIFICATION AND ESTIMATION

Given the non-experimental nature of the law reform, a quality of our evaluation depends crucially on

the quality of the groups used for the construction of counterfactuals. The following analysis selects

carefully control groups (counterfactuals) and follows simultaneously two methodologies that have

been suggested in the literature on non-experimental identification: difference-in-differences (Meyer,

1995) and matching (Rubin, 1977, and Rosenbaum and Rubin, 1983). These two methodologies are

combined in a single one: difference-in-differences matching (DDM).

3.1. Statistical methodology

Let Y
D

it be the potential value for individual i in period t if in state D, in which D=1 if exposed to treatment

and D=0 if not. Assume that treatment occurs in period t. The fundamental identification problem is that

it is impossible to observe in period t the value of individual i in both states. It is therefore impossible to

estimate the individual effect of treatment, Y
1

it – Y
0

it. It is possible, however, to estimate the average

impact of treatment on the treated if there is a suitable control group.
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Table 1

TREATMENT GROUPS: BEFORE AND AFTER THE NEW LEGAL AGE OF RETIREMENT (LAR)

Treatment groups

Year: 1992 1994 1995 1996 1997 1998 1999

LAR: 62 62.5 63 63.5 64 64.5 65

[57.5, 58) [64.5, 65)

[58, 58.5) [64, 64.5)

[58.5, 59) [63.5, 64)

[59, 59.5) [63, 63.5)

[59.5, 60) [62.5, 63)

[60, 60.5) [62, 62.5)



The idea behind the difference-in-differences estimator is that once can use information from a group

of individuals that were not subject to the treatment in order to identify the time change in Y that is not

due to treatment, i.e. that would result from the simple time difference. The identification hypothesis in

this method can be described as

E[Y
0

it – Y
0

it’ | D=1] = E[Y
0

it – Y
0

it’ | D=0],

in which t’ is the period before the implementation of the program. This hypothesis states that, through-

out time, the evolution in Y for the treated individuals (D=1), in the case in which they were not treated,

would have been the same than the evolution observed for the individuals that were not exposed to the

treatment (D=0). The difference-in-differences estimator provides estimates of the mean effect of

treatment on the treated and can be obtained from the sample moments in

DdD = { E[Yit | D=1]-E[Yit | D=0] } – { E[Yit’ | D=1] - E[Yit’ | D=0] }.

The limitations of this estimator are related to how comparable the two groups are in terms of their ob-

served characteristics. However, it is possible to combine this method with the matching method sug-

gested by Rubin (1977), in order to make sure that the groups share common characteristics by

removing from the sample those individuals whose characteristics are not common to the two groups

(only those in the common support are kept). The method that combines these two methodologies,

suggested by Heckman et al. (1997, 1998) is known as difference-in-differences matching. The feasi-

bility of this identification strategy depends on the availability of a rich set of individual characteristics in

the data, which in our case are present at both the individual- and the firm-level.

In the case of panel data, the DDM estimator takes the following form:

MDD = E[ (Y
1

t – Y
1

t’) – �

E(Y
0

t – Y
0

t’ | P) ],

in which �

E (
.
| P) represents the expected value of the time change in Y for the individuals in the control

group that are statistically close to those in the treatment group (i.e. whose probability of participation

in the treatment, P, is also high). This probability is computed by a probit model (dichotomous depend-

ent variables), and conditioning the dependent variable (undertaking or not the treatment) upon indi-

vidual observed characteristics. It is possible to show that, if the selection to treatment is independent

on the potential result of the treatment, conditionally on the observed characteristics, then conditioning

on P is equivalent, but computationally simpler. In practical terms, the first step of the procedure in-

volves estimating for each individual in the sample the difference in the behaviour over time (from t’ to

t), so to compute the first differences (separately for the treatment and the control groups). In the sec-

ond step, one estimates P, following which one matches units in the treatment group to units in the con-

trol group, in order to compute the (second) difference amongst comparable units. The mean of these

differences represents the mean impact of treatment upon the treated group.

4. DATA

The analysis of the impact of the new law exploits two data sets that allow one to follow workers and

firms over time. The impact upon the inactivity transition rates is based on the “Inquérito ao Emprego”

data set, from INE (Statistics Portugal). In this data set it is possible to follow workers over the 6 quar-

ters in which they are surveyed. The impact upon the wages and hours worked of the targeted women

and upon the flows of workers and firm performance are based on the “Quadros de Pessoal” data set

(Ministry of Employment). The latter data set includes matched information about the worker (e.g. age,

schooling, tenure) and the firm (e.g. equity, sales, industry, firm size) over time, so that one can study
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the impact of the new law at both the individual- and the firm-level, controlling for the characteristics of

each unit under analysis.

5. THE NEW LAW AND LABOUR MARKET PARTICIPATION

The extension of the length of activity for women is the most immediate impact of the new law. In fact,

the data confirm that the probability that a woman in the treatment group is employed increased by

31.1% with respect to the group not affected by the law. Symmetrically, the probability that such woman

is inactive fell by 27.9%.
2

These values are further corroborated by the developments in the employ-

ment rates of women aged 62-65, from 23.2% in 1992 to 30.4% in 2000.
3

From these figures, one can

conclude that the new law had a significant impact upon the activity level of the women targeted by the

law. Absent any other effects, the new law contributed towards the sustainability of social security.

However, it is possible that those firms that held these targeted women in their workforces adjusted

their personnel policies, namely in terms of their pay, hirings and separations.

6. THE IMPACT UPON WAGES AND HOURS WORKED

6.1. Treatment and control groups

Strictly speaking, the new law affected all women aged 62 or less. However, the law affected some

women more immediately than others, in such a way that one can expect that those women played a

larger role in the consequences of the reform. Amongst such women, one can include those that would

have retired in t+1 if the LAR had been unchanged at t. For instance, women aged [60; 60.5) by the end

of 1992 would have retired in 1994 under the old LAR (62); however, as LAR increased to 62.5 by then,

these women had to postpone their retirement to 1995. All women aged [55; 60.5) at the end of 1992

had to postpone their retirement during the period 1994-1999 (1999 being the year in which LARs were

equalised for the two genders). Those women will correspond to our treatment group. Table 1 de-

scribes as different age groups in 1992 were affected differently by the law throughout the period in

which the LAR converged completely.

The control group is composed of men at the same age as the women included in the treatment group.

The LAR for men was already 65 when the new law became effective in the 1994-1999 period. There-

fore, the two groups are comparable in this age dimension. On the other hand, it is clear that the choice

of this control group can raise questions in terms of the comparability across genders. Such a problem

is, however, mitigated to the extent that one is willing to accept the hypothesis of time invariance of the

difference-in-differences estimator. In other words, if the differences across the two genders are con-

stant throughout the period under analysis, then focusing on men as the counterfactual for women is

no longer an issue. In fact, the data support this hypothesis: between 1991 and 1993, the difference in

the logarithm of wages between men and women was 0.39, 0.39 and 0.38, respectively, and 0.098,

0.093 and 0.100 for the logarithm of hours worked. We therefore conclude that our control group is a

legitimate one.
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(66.2% for men), increasing to 41.8% (64.4%) in 2000. The difference-in-differences method controls for the difference in the time trends that are observed

prior to the years in which the new law was introduced.



In order to implement the difference-in-differences method, one also needs to define the “before” and

“after” periods. One should bear in mind that, beginning in 1994, women’s LAR increased six months

for each civil year, up to 65 in 1999. Therefore, there are two obvious choices for the “before” period:

1992 and 1993. Our preference for 1992 is based on the fact that the new law was promulgated in

1993, so that some individuals and firms may have reacted before 1994, for instance through early re-

tirement procedures; moreover, the government policy was not known in 1992, thus making it less

likely that individuals’ behaviour was affected on that year.

6.2. The mean individual impact of the increase in LAR

Given the non-experimental nature of the event under analysis, we begin by focusing our attention on

the quality of the matching procedure, which is crucial for the validity of the reported effects. As argued

previously, this is particularly important in a non-experimental environment, which in the present case

is even more important given the gender differences. In order to assess the quality of the matching, Ta-

ble 2 reports the mean value for a set of variables (characteristics) used in order to estimate the partici-

pation probability (i.e. to be targeted by the new law). One can expect that, before the matching, there

are (statistical) differences between the treatment and control groups. In fact, the first lines in Table 2

confirm that there are differences between the two groups.
4

One should notice that, after the control

group units are restricted to those share (under a statistical metric) the same probability of participation

upon treatment, the differences disappear and one cannot any longer find any differences in the mean

characteristics between the two groups. This procedure ensures that the comparability of the two

groups was achieved, so that one can attribute any differences in behaviour to the impact of the treat-

ment. There may still be differences in unobserved variables, but these will also be eliminated

(controlled for), in this case by the difference-in-differences method, assuming those are constant over

the period under analysis.

Table 3 presents a new set of DDM estimates concerning the effects of the new law upon the group of

women targeted in terms of their pay and hours worked. The global assessment of the results sug-

gests that the impact of the increase in the LAR is very weak in terms of these labour market variables.

In statistical terms, none of the estimated impacts concerning wages and hours worked is significant,

while in economic terms the impact is also very minor.

Choosing men as a counterfactual comparison group may raise some criticism. In order to assess the

sensitivity of the estimates to the definition of the control group, we consider two alternative control

groups. The most obvious choice for the control group would be a comparison of women with other

women. However, this is problematic, as any woman aged less than 62 in 1993 was affected by the

new LAR. In this context, a natural choice would be to consider as a control group those women aged

above 62 in 1993 and that are still employed although they were already entitled to retire with a full pen-

sion under the earlier law. Yet another choice would be to take into account as the control group those

women that were not forced to postpone their retirement from 1994 to 1999, although this may raise

endogeneity issues. The last two columns in Table 3 present our results. The conclusions do not seem

to depend on the specific definition of the control group. Neither pay nor hours worked are significantly

affected by the postponement of the retirement age.
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Source: Quadros de Pessoal, with authors’ computations.

Notes: Unmatched: The reported values use the total sample of individuals before the matching procedure. Matched: The reported values for treatment and control groups use only indi-

viduals matched in the probability of participating in treatment (using the kernel matching algorithm).This table omits the value for the dummy variable for sector of activity and district. (a) A

p-value greater than 0.05 indicates that the difference of average value between the two groups is not statistically significant at the 5 percent level.

Table 2

AVERAGE CHARACTERISTIC VALUES FOR SAMPLE BEFORE AND AFTER MATCHING PROCEDURE

Group

Variable Sample Treatment Control p-value
(a)

Experience Unmatched 52.44 52.19 0.000

Matched 52.43 52.34 0.163

Experience
2

Unmatched 2759.2 2734.4 0.000

Matched 2758.4 2749.3 0.162

Tenure Unmatched 15.58 17.80 0.000

Matched 15.60 15.51 0.704

Tenure
2

Unmatched 381.6 484.9 0.000

Matched 382.4 382.5 0.994

Sales (in logs) Unmatched 7.02 7.78 0.000

Matched 7.03 7.09 0.227

Education

High school Unmatched 0.03 0.03 0.093

Matched 0.03 0.04 0.739

College degree Unmatched 0.03 0.04 0.001

Matched 0.03 0.03 0.402

Year

1994 Unmatched 0.17 0.18 0.191

Matched 0.17 0.16 0.471

1995 Unmatched 0.20 0.20 0.603

Matched 0.20 0.20 0.765

1996 Unmatched 0.14 0.15 0.006

Matched 0.14 0.14 0.746

1997 Unmatched 0.18 0.17 0.071

Matched 0.18 0.18 0.824

1998 Unmatched 0.15 0.14 0.246

Matched 0.15 0.15 0.818

1999 Unmatched 0.17 0.16 0.107

Matched 0.17 0.17 0.909

Table 3

LABOR MARKET IMPACT: WAGES AND HOURS WORKED

Variable Men Women +62 years Women [50, 55]

Log(Wages) 0.008 -0.023 -0.003

(0.011) (0.022) (0.011)

10 204 4 953 6 788

Log(Hours worked) 0.009 0.006 -0.010

(0.009) (0.016) (0.009)

9 823 5 041 6 850

Source: Quadros de Pessoal, with authors’ computations.

Notes: The reported values for each variable are: point estimate, standard deviation (in parentheses) and number of observations. The estimation method is difference-in-differences

matching for longitudinal data. The treatment group consists of women that in 1992 belonged to the age group [57.5, 60.5). The control groups consist of, respectively, men in the same

age group, women aged 62 or more years old and women aged 50 to 55 years old in 1992.



7. THE IMPACT UPON PERSONNEL POLICIES AND FIRM PERFORMANCE

Although the new law had an immediate impact upon the increase in female labour supply, as driven by

the extension of the range of ages in which women are active, it is important to assess any effects in

terms of firms’ labour demand and production decisions. One area of particular interest concerns firms’

personnel policies, namely hirings and separations/firings. In fact, the increase in the LAR, in a context

of severe restrictions to the adjustment of employment levels – as is abundantly known for the Portu-

guese case – may significantly block the flow of workers.

7.1. Treatment and control groups

In order to examine separations, hirings and the net flow of workers at the firm level, we considered as

the treatment group the set of firms that employed at least one female worker aged [55; 60.5) in 1992.

Once the control group firms are identified – those that did not employ any woman in that age group -,

the effect of the new law was assessed over a period of five years. In other words, the estimates of the

effects of the new law in terms of hirings (or other flows) are based upon the sum of all hirings (or other

flows) observed between 1994 and 1999.

7.2. Mean impact of the increase in the LAR upon firms

As before, the comparison between treatment and control group firms is established by drawing on a

matching method based on the probability that each firm belongs to the treatment group. These esti-

mates are then used in order to establish the matching between treatment group firms and those con-

trol groups firms that most closely resemble the former. This method seeks to restrict the comparison

between the two groups to a set of firms that are effectively comparable in terms of a desirably long set

of observed characteristics. The variables considered for the matching include the firm size, five quali-

tative variables for different firm size categories, the percentage of female workers, the mean total sal-

ary, the mean hours of work, the percentage of workers that are men aged 60 or above, the percentage

of the equity of the firm held by foreign investors and by domestic private investors, 57 qualitative vari-

ables for different industries and 29 qualitative variables referring to the geographical units in which the

firms are located.
5

From the estimation of the mean effect of the increase of the LAR, it is found that the accumulated ef-

fect over the five years (1994-1999) lead to a retention of about 1.6 workers by the treatment-group

firms (which employed, on average, 1.2 women affected by the law). This fall in the level of separations

induced a decrease of 2.6 hirings (see Table 4). From the joint effect of the change in these flows, there

is a net loss of one employee when one compares the evolution of the level of employment in the treat-

ment group firms with the equivalent evolution in the control group firms. The reduction in hirings is par-

ticularly strong amongst younger workers, particularly females. From the decomposition of the hiring

flows it is found that about two thirds of the decrease in hirings affected women aged 25 or less (see

Martins, Novo and Portugal, 2007).

There is also evidence of a slight but significant decrease in the level of sales in firms that employed

workers affected by the increase in the LAR, once a comparison with the equivalent change in the level
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(5) Some variables are included as polynomials of the second or third degree. The data set includes only firms with less than 100 employees, since it proved

particularly difficult to find large firms that did not employ a single woman worker affected by the new law.



of sales is established (Table 4). This result may be interpreted as a consequence of a scale effect in

production related to the increase in labour costs unleashed by the forced retention of older female

workers. However, this result may not have consequences in terms of the average firm productivity,

when calculated as the ratio between sales and firm size, since firm size has also fallen. All in all, these

results seem to be consistent with the evidence that the firms affected did not allow that the increase in

the LRA affected their decision regarding their wage bills.

8. CONCLUSIONS

This essay studied the microeconomic impact of the increase in the legal retirement age of women that

took place in September 1993, using statistical techniques that allow one to establish an appropriate

comparison between the treatment group and a group of individuals that exhibit similar characteristics,

except that they were not affected by the new law (the control group).

While evidence that the new law was binding is obtained, based on the result of a significant increase

in the employment rate of women aged between 62 and 65, there is no evidence that wages or hours

worked changed.

However, the increase in the legal retirement age decreased significantly the hiring of new workers,

particularly young women. Over an horizon of five years, for each female worker affected by the in-

crease in the retirement age, up to two new workers were not hired as a consequence. There was also

evidence that the level of sales fell, while average sales per worker has not changed, since net job

creation was also negative.

The evidence about a net loss of employment amongst the firms affected may imply, absent any gen-

eral equilibrium effects that counteract upon the decrease in hirings, that the positive effect upon the

sustainability of social security may have been attenuated by a decrease in the amount of social secu-

rity revenues and by an increase in the amount of unemployment benefits for younger workers.

In the institutional setting of the Portuguese labour market, stimulating employment amongst the older

workers (“active ageing”) may be, in part, counteracted by the rigidity of the wage determination mech-

anisms, especially through the widespread usage of tenure-related pay increases, and by employment

protection, which in the Portuguese case corresponds to the high firing costs.
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Table 4

AVERAGE TREATMENT EFFECT ON TREATED FIRMS: WORKERS FLOW, SALES AND SALES PER WORKER

Number of observations

Flow Period Impact Standard

deviation

Treatment

group

Control

group

Hiring (number of workers) 1995-99 -2.59 0.49 4048 40197

Separations (number of workers) 1995-99 -1.64 0.40 4048 40197

Net job creation (number of workers) 1995-99 -0.95 0.25 4048 40197

Sales (thousands of euros) 1995-99 -12.63 2.74 5310 57330

Sales per worker (thousands of euros) 1995-99 -0.04 0.17 5359 57104

Source: Quadros de Pessoal, 1991 to 1999 with authors’ computations.

Note: Point estimates based on difference-in-differences matching with kernel matching.
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Updating 1977-2006

QUARTERLY SERIES FOR THE PORTUGUESE ECONOMY



QUARTERLY SERIES FOR THE PORTUGUESE ECONOMY: 1977-2006

This section publishes an update of the quarterly series for the Portuguese economy, similarly to previ-

ous years. The now presented series are based on the annual figures published in the 2006 Annual

Report of Banco de Portugal and on the quarterly indicators made available in May 2007.

As mentioned in previous issues, the inclusion of a new year and the usual statistical revisions of the

most recent data, implied changes to the quarterly series that, in some cases, do not only affect the re-

cent years, due to the sensitivity of the seasonal adjustment methods and of the quarterly interpolation

to revisions of both annual series and quarterly indicators.
1

Quarterly series for the 1977-2006 period are presented in the tables below, with a similar breakdown

as in previous publications. Data on the labour market considers the employment series evaluated in

terms of both the number of individuals and full-time equivalent employment. An electronic version of

the series is available on the Banco de Portugal’s website, at www.bportugal.pt/publish/bolecon/docs.
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(1) For more details see “Quarterly series for the Portuguese economy 1977-2003", Economic Bulletin, June 2004.
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MAIN EXPENDITURE COMPONENTS

1977 1978 1979

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 575.2 612.5 648.2 672.2 704.6 732.3 777.1 827.7 855.3 903.5 968.5 1059.4

Public consumption 121.3 123.7 128.4 135.7 145.7 155.4 164.9 174.2 183.1 194.4 208.1 224.5

GFCF 263.7 296.8 304.6 312.7 302.0 322.8 344.6 378.0 429.5 481.8 525.3 531.2

Change in inventories 27.7 30.5 36.1 44.5 55.7 56.2 46.1 25.4 -6.0 -15.8 -4.1 29.2

Exports of goods and services 135.9 148.8 156.6 168.0 180.1 193.7 220.3 255.3 288.5 331.7 372.1 411.0

Goods 88.2 96.3 100.4 105.8 112.3 122.9 137.0 163.0 182.9 209.7 234.6 259.3

Services 47.8 52.5 56.1 62.3 67.8 70.7 83.2 92.3 105.6 122.1 137.5 151.7

Imports of goods and services 227.0 266.7 276.2 296.9 302.4 306.0 334.1 358.7 384.8 436.6 506.5 562.9

Goods 194.9 229.7 237.2 255.4 258.5 260.5 284.6 305.4 326.8 371.5 426.9 474.9

Services 32.1 37.0 38.9 41.5 44.0 45.5 49.5 53.3 58.1 65.1 79.6 88.0

GDP 896.9 945.7 997.7 1036.2 1085.5 1154.4 1218.8 1301.9 1365.6 1459.0 1563.5 1692.4

Previous year prices (EUR million)

Private consumption (residents) 651.5 650.3 658.6 667.1 781.9 791.5 804.9 819.6

Public consumption 130.7 132.6 134.7 136.8 166.4 169.5 173.1 177.0

GFCF 274.5 278.6 280.2 287.7 371.2 393.7 407.2 387.3

Change in inventories 52.3 54.3 46.5 28.7 1.2 -11.9 -10.5 5.4

Exports of goods and services 163.6 166.9 179.5 195.5 252.4 274.8 290.5 299.6

Goods 101.2 105.1 110.1 122.2 157.5 170.6 179.7 185.0

Services 62.4 61.9 69.4 73.4 94.9 104.1 110.8 114.6

Imports of goods and services 273.8 266.4 266.3 271.4 327.0 345.3 368.4 381.1

Goods 235.0 228.7 227.9 232.5 277.4 292.6 308.0 318.7

Services 38.7 37.8 38.4 39.0 49.7 52.7 60.3 62.4

GDP 998.8 1016.3 1033.2 1044.5 1246.1 1272.3 1296.8 1307.8

Chain-linked volume (reference year 2000)

Private consumption (residents) 7688.1 7673.6 7772.1 7872.3 7970.7 8068.5 8204.9 8355.3

Public consumption 2181.5 2213.7 2247.6 2283.4 2320.8 2364.1 2413.2 2468.0

GFCF 2972.0 3016.3 3034.3 3115.0 3343.8 3546.2 3668.5 3488.9

Exports of goods and services 1356.5 1384.5 1488.4 1621.4 1738.7 1892.8 2001.4 2064.0

Goods 747.4 776.0 812.9 902.1 952.7 1032.5 1087.3 1119.3

Services 690.9 685.3 768.9 812.7 893.9 980.7 1043.6 1079.4

Imports of goods and services 1769.5 1722.2 1721.1 1754.4 1751.0 1848.8 1972.4 2040.4

Goods 1429.4 1390.9 1386.2 1413.9 1405.7 1482.9 1561.1 1615.3

Services 347.2 338.4 343.8 349.2 356.2 377.9 432.7 447.1

GDP 13727.6 13968.1 14200.2 14355.1 14723.3 15032.9 15323.1 15453.2

Deflator (2000=1)

Private consumption (residents) 0.0916 0.0954 0.1000 0.1051 0.1073 0.1120 0.1180 0.1268

Public consumption 0.0668 0.0702 0.0734 0.0763 0.0789 0.0822 0.0862 0.0910

GFCF 0.1016 0.1070 0.1136 0.1214 0.1284 0.1359 0.1432 0.1523

Exports of goods and services 0.1328 0.1399 0.1480 0.1575 0.1659 0.1753 0.1859 0.1991

Goods 0.1502 0.1584 0.1686 0.1807 0.1920 0.2031 0.2158 0.2317

Services 0.0982 0.1032 0.1083 0.1136 0.1181 0.1245 0.1318 0.1405

Imports of goods and services 0.1709 0.1777 0.1941 0.2044 0.2198 0.2362 0.2568 0.2759

Goods 0.1808 0.1873 0.2053 0.2160 0.2324 0.2506 0.2735 0.2940

Services 0.1267 0.1343 0.1441 0.1527 0.1631 0.1722 0.1839 0.1967

GDP 0.0791 0.0826 0.0858 0.0907 0.0927 0.0971 0.1020 0.1095
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MAIN EXPENDITURE COMPONENTS

1980 1981 1982

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 1139.2 1221.9 1286.1 1345.3 1423.2 1497.4 1590.0 1674.6 1749.0 1838.1 1905.2 1977.0

Public consumption 243.8 262.4 280.1 296.8 312.3 328.1 344.3 360.7 377.3 397.0 419.9 446.3

GFCF 529.6 538.5 557.8 611.9 699.3 759.7 812.7 827.8 875.3 903.1 927.0 946.8

Change in inventories 84.0 117.8 130.4 122.0 92.5 77.2 76.1 89.3 116.7 128.0 123.1 102.0

Exports of goods and services 447.8 463.8 476.0 483.2 496.4 525.7 539.5 551.6 569.4 595.6 673.1 711.3

Goods 285.1 292.7 294.1 296.9 302.7 318.3 329.2 341.1 360.3 385.5 450.3 477.7

Services 162.7 171.1 181.9 186.3 193.7 207.4 210.3 210.5 209.0 210.1 222.8 233.6

Imports of goods and services 627.9 682.6 729.3 773.0 815.9 930.9 942.2 953.3 1020.9 1097.2 1150.3 1141.4

Goods 518.5 566.9 599.8 635.2 666.4 769.5 780.8 785.8 856.0 921.1 973.7 962.4

Services 109.4 115.7 129.4 137.8 149.5 161.4 161.4 167.5 165.0 176.2 176.7 179.0

GDP 1816.7 1921.7 2001.3 2086.1 2207.8 2257.1 2420.4 2550.6 2666.7 2764.5 2898.0 3042.0

Previous year prices (EUR million)

Private consumption (residents) 1003.5 1026.8 1043.1 1051.5 1271.3 1282.9 1288.6 1295.9 1576.1 1590.5 1593.7 1591.3

Public consumption 214.1 218.8 222.9 226.6 282.0 285.3 288.0 290.2 342.6 345.3 348.6 352.8

GFCF 461.6 437.8 444.4 465.3 615.9 635.4 665.7 672.4 800.1 785.0 777.4 764.7

Change in inventories 35.7 56.8 68.6 71.1 64.3 65.7 75.4 93.4 119.7 125.2 110.1 74.2

Exports of goods and services 385.7 387.7 385.6 376.1 454.6 460.4 459.2 458.2 520.3 526.6 549.6 577.6

Goods 244.7 242.8 238.4 230.3 278.7 280.0 284.0 288.8 332.4 344.4 369.0 393.0

Services 141.0 145.0 147.2 145.7 175.9 180.5 175.2 169.4 187.9 182.2 180.7 184.6

Imports of goods and services 546.4 559.5 578.1 583.7 724.8 732.6 754.0 771.7 966.8 970.5 954.4 948.1

Goods 451.3 462.3 473.6 478.1 595.0 601.2 625.1 640.4 815.1 818.6 810.6 805.0

Services 95.1 97.2 104.6 105.6 129.8 131.5 128.9 131.3 151.7 151.9 143.8 143.1

GDP 1554.4 1568.4 1586.6 1606.9 1963.2 1997.1 2023.1 2038.4 2392.0 2402.1 2425.1 2412.5

Chain-linked volume (reference year 2000)

Private consumption (residents) 8639.4 8839.7 8980.0 9052.2 9042.3 9125.1 9165.8 9217.3 9313.6 9398.9 9417.9 9403.7

Public consumption 2528.7 2583.6 2632.6 2675.9 2713.4 2745.2 2771.5 2792.1 2807.2 2828.5 2856.1 2890.1

GFCF 3295.5 3125.4 3172.7 3321.6 3554.2 3667.0 3842.1 3880.5 3857.5 3784.9 3748.4 3687.0

Exports of goods and services 2115.5 2126.5 2114.7 2062.5 2045.7 2072.1 2066.5 2062.1 2030.5 2055.1 2144.9 2253.9

Goods 1157.1 1147.9 1127.1 1089.2 1077.9 1083.0 1098.6 1117.2 1126.8 1167.4 1250.7 1332.1

Services 1090.6 1121.3 1138.6 1127.0 1122.1 1151.0 1117.3 1080.5 1022.0 991.2 982.7 1004.0

Imports of goods and services 2199.9 2252.7 2327.6 2349.9 2352.5 2378.1 2447.3 2504.9 2570.2 2580.1 2537.2 2520.5

Goods 1710.7 1752.2 1795.0 1812.0 1812.8 1831.6 1904.4 1951.2 2036.0 2044.8 2024.7 2010.8

Services 527.9 539.8 580.5 586.2 588.9 596.7 585.0 595.9 561.1 561.9 532.0 529.5

GDP 15473.9 15614.0 15794.2 15996.6 15774.1 16046.6 16255.2 16377.9 16339.1 16408.0 16565.2 16479.0

Deflator (2000=1)

Private consumption (residents) 0.1319 0.1382 0.1432 0.1486 0.1574 0.1641 0.1735 0.1817 0.1878 0.1956 0.2023 0.2102

Public consumption 0.0964 0.1016 0.1064 0.1109 0.1151 0.1195 0.1242 0.1292 0.1344 0.1403 0.1470 0.1544

GFCF 0.1607 0.1723 0.1758 0.1842 0.1967 0.2072 0.2115 0.2133 0.2269 0.2386 0.2473 0.2568

Exports of goods and services 0.2117 0.2181 0.2251 0.2343 0.2426 0.2537 0.2611 0.2675 0.2804 0.2898 0.3138 0.3156

Goods 0.2464 0.2550 0.2610 0.2725 0.2808 0.2939 0.2996 0.3053 0.3198 0.3302 0.3600 0.3586

Services 0.1492 0.1526 0.1598 0.1653 0.1726 0.1802 0.1882 0.1948 0.2045 0.2120 0.2268 0.2327

Imports of goods and services 0.2854 0.3030 0.3133 0.3289 0.3468 0.3915 0.3850 0.3806 0.3972 0.4253 0.4534 0.4528

Goods 0.3031 0.3236 0.3342 0.3505 0.3676 0.4201 0.4100 0.4027 0.4204 0.4504 0.4809 0.4786

Services 0.2072 0.2143 0.2230 0.2351 0.2538 0.2705 0.2758 0.2811 0.2940 0.3135 0.3321 0.3380

GDP 0.1174 0.1231 0.1267 0.1304 0.1400 0.1407 0.1489 0.1557 0.1632 0.1685 0.1749 0.1846
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MAIN EXPENDITURE COMPONENTS

1983 1984 1985

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 2125.0 2238.8 2403.6 2580.1 2688.7 2850.6 3039.8 3106.7 3248.9 3367.6 3454.5 3616.2

Public consumption 476.3 505.4 533.1 559.1 583.1 611.7 645.5 684.7 730.1 775.6 821.3 867.2

GFCF 1026.6 1092.3 1175.8 1169.5 1098.1 1192.7 1236.5 1328.3 1336.1 1362.6 1416.7 1494.1

Change in inventories 64.8 35.1 12.8 -2.1 -9.5 -12.0 -9.8 -2.7 9.3 16.8 20.0 18.8

Exports of goods and services 790.2 874.3 999.4 1102.0 1208.2 1320.8 1446.6 1548.7 1693.3 1758.6 1777.0 1835.1

Goods 530.2 597.9 686.9 761.8 840.2 917.3 1011.7 1080.7 1170.9 1227.0 1237.4 1266.4

Services 260.1 276.4 312.6 340.2 368.0 403.5 434.9 468.1 522.4 531.6 539.5 568.7

Imports of goods and services 1173.0 1222.1 1360.9 1474.9 1533.5 1615.9 1752.9 1818.9 1916.6 1942.3 1905.5 2003.2

Goods 979.8 1024.3 1143.4 1247.8 1284.6 1355.9 1470.4 1522.4 1601.3 1610.8 1583.5 1661.7

Services 193.1 197.8 217.5 227.1 248.9 260.0 282.6 296.5 315.2 331.5 322.0 341.5

GDP 3310.1 3523.8 3763.7 3933.8 4035.1 4347.9 4605.6 4846.9 5101.1 5338.8 5584.0 5828.1

Previous year prices (EUR million)

Private consumption (residents) 1868.3 1860.0 1853.7 1837.8 2306.8 2301.5 2309.7 2307.5 2903.7 2915.8 2925.4 2968.4

Public consumption 422.3 426.1 427.9 427.7 517.9 517.7 520.0 524.7 645.5 654.5 663.7 673.3

GFCF 915.6 923.2 911.4 836.8 974.2 1006.1 987.5 997.3 1199.2 1188.7 1206.4 1224.0

Change in inventories 17.7 -21.0 -41.9 -44.9 -30.1 -21.0 -17.5 -19.7 -27.6 -25.6 -13.6 8.4

Exports of goods and services 719.2 740.1 766.9 794.6 1021.8 1067.9 1105.5 1138.6 1507.6 1514.4 1507.1 1526.8

Goods 490.3 509.3 528.1 549.9 703.7 732.5 761.8 783.8 1042.7 1059.9 1055.1 1064.8

Services 228.9 230.8 238.7 244.7 318.0 335.5 343.7 354.8 464.9 454.4 452.0 462.0

Imports of goods and services 1078.6 1039.2 1026.2 986.7 1260.4 1267.4 1304.4 1305.9 1728.1 1753.8 1743.9 1810.9

Goods 911.8 878.1 863.8 829.6 1046.9 1053.5 1081.2 1082.5 1446.7 1468.2 1472.2 1528.2

Services 166.8 161.1 162.4 157.0 213.5 213.8 223.3 223.5 281.3 285.6 271.7 282.7

GDP 2864.7 2889.2 2891.8 2865.3 3530.1 3604.9 3600.7 3642.4 4500.3 4494.1 4545.1 4590.0

Chain-linked volume (reference year 2000)

Private consumption (residents) 9388.7 9346.7 9315.0 9235.2 9201.3 9180.1 9212.8 9204.3 9143.7 9182.0 9212.1 9347.6

Public consumption 2930.3 2956.6 2969.2 2967.9 2952.8 2951.7 2964.5 2991.3 3032.1 3074.2 3117.6 3162.4

GFCF 3780.2 3811.5 3762.5 3454.6 3231.7 3337.4 3275.6 3308.3 3248.6 3220.1 3268.0 3315.8

Exports of goods and services 2393.7 2463.1 2552.2 2644.5 2727.6 2850.9 2951.2 3039.5 3157.2 3171.4 3156.2 3197.4

Goods 1428.6 1483.9 1538.8 1602.2 1653.2 1720.8 1789.8 1841.4 1897.3 1928.7 1919.8 1937.5

Services 1045.8 1054.5 1090.7 1118.0 1152.3 1215.5 1245.2 1285.5 1359.9 1329.4 1322.3 1351.4

Imports of goods and services 2496.7 2405.5 2375.3 2283.9 2303.9 2316.6 2384.3 2387.1 2414.7 2450.6 2436.9 2530.4

Goods 1993.0 1919.3 1888.1 1813.4 1813.5 1824.9 1872.8 1875.1 1897.0 1925.1 1930.4 2003.8

Services 523.0 505.2 509.1 492.4 518.7 519.5 542.4 542.8 549.0 557.4 530.3 551.7

GDP 16574.3 16716.5 16731.3 16578.1 16179.3 16521.8 16502.5 16693.9 16627.4 16604.3 16793.1 16958.8

Deflator (2000=1)

Private consumption (residents) 0.2263 0.2395 0.2580 0.2794 0.2922 0.3105 0.3299 0.3375 0.3553 0.3668 0.3750 0.3869

Public consumption 0.1626 0.1709 0.1795 0.1884 0.1975 0.2073 0.2177 0.2289 0.2408 0.2523 0.2634 0.2742

GFCF 0.2716 0.2866 0.3125 0.3385 0.3398 0.3574 0.3775 0.4015 0.4113 0.4231 0.4335 0.4506

Exports of goods and services 0.3301 0.3550 0.3916 0.4167 0.4430 0.4633 0.4902 0.5095 0.5363 0.5545 0.5630 0.5739

Goods 0.3711 0.4029 0.4464 0.4755 0.5082 0.5330 0.5653 0.5869 0.6171 0.6362 0.6446 0.6536

Services 0.2487 0.2622 0.2866 0.3043 0.3194 0.3320 0.3493 0.3641 0.3841 0.3999 0.4080 0.4208

Imports of goods and services 0.4698 0.5080 0.5729 0.6458 0.6656 0.6975 0.7352 0.7620 0.7937 0.7926 0.7819 0.7916

Goods 0.4917 0.5337 0.6056 0.6881 0.7083 0.7430 0.7851 0.8119 0.8441 0.8367 0.8203 0.8293

Services 0.3693 0.3915 0.4273 0.4612 0.4800 0.5006 0.5210 0.5463 0.5742 0.5947 0.6072 0.6190

GDP 0.1997 0.2108 0.2250 0.2373 0.2494 0.2632 0.2791 0.2903 0.3068 0.3215 0.3325 0.3437
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MAIN EXPENDITURE COMPONENTS

1986 1987 1988

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 3816.3 4062.7 4198.0 4400.2 4515.0 4757.8 4882.5 5083.6 5463.7 5748.0 6044.3 6400.7

Public consumption 913.2 955.6 994.1 1028.4 1058.2 1097.4 1146.4 1206.0 1277.0 1350.4 1426.3 1504.6

GFCF 1469.7 1596.1 1666.8 1821.3 1932.7 2101.2 2190.3 2383.3 2526.6 2706.4 2863.8 2972.8

Change in inventories 13.2 18.8 35.8 64.1 103.7 134.4 156.2 169.1 173.1 163.0 138.8 100.6

Exports of goods and services 1862.5 1943.6 2037.8 2166.5 2256.5 2415.7 2511.7 2630.4 2739.0 2776.7 2973.7 3160.3

Goods 1266.2 1330.0 1379.6 1467.6 1527.1 1610.9 1681.6 1766.3 1849.0 1910.8 2040.7 2150.5

Services 596.3 613.6 658.2 698.9 729.3 804.8 830.0 864.1 889.9 865.9 933.0 1009.8

Imports of goods and services 1989.3 2018.6 2074.4 2335.3 2493.3 2706.7 2950.2 3159.6 3419.8 3524.0 3845.2 3926.8

Goods 1671.1 1667.6 1728.2 1946.1 2095.0 2268.8 2494.7 2668.2 2893.5 2984.2 3265.7 3299.7

Services 318.2 351.0 346.2 389.2 398.2 437.9 455.5 491.4 526.3 539.8 579.5 627.1

GDP 6085.4 6558.2 6858.0 7145.2 7372.9 7799.9 7937.0 8312.9 8759.6 9220.6 9601.6 10212.2

Previous year prices (EUR million)

Private consumption (residents) 3520.6 3638.7 3682.9 3783.2 4295.3 4429.8 4447.8 4519.3 5128.8 5237.7 5309.4 5446.7

Public consumption 827.4 837.5 845.9 852.4 991.8 1001.9 1016.6 1035.8 1180.6 1206.9 1233.3 1259.5

GFCF 1395.4 1439.3 1490.9 1554.6 1838.0 1945.6 2018.5 2111.2 2381.5 2493.5 2525.4 2598.8

Change in inventories 40.3 71.8 102.9 133.6 164.0 181.3 185.7 177.0 155.2 135.4 117.5 101.5

Exports of goods and services 1810.7 1856.4 1931.1 1999.1 2166.2 2252.3 2277.5 2298.7 2527.4 2551.6 2680.1 2823.5

Goods 1249.4 1290.4 1333.4 1378.0 1471.7 1500.7 1519.4 1531.4 1699.5 1759.9 1847.2 1947.6

Services 561.3 565.9 597.7 621.1 694.5 751.5 758.1 767.3 828.0 791.7 832.9 875.9

Imports of goods and services 2075.4 2220.2 2348.1 2557.4 2451.0 2600.1 2736.0 2882.2 3247.7 3393.5 3512.3 3600.6

Goods 1767.3 1889.4 2023.8 2199.9 2070.9 2192.2 2319.0 2435.0 2743.8 2883.0 2973.6 3032.1

Services 308.1 330.8 324.3 357.5 380.2 407.9 416.9 447.2 503.9 510.5 538.6 568.6

GDP 5519.0 5623.5 5705.6 5765.6 7004.2 7210.8 7210.0 7259.8 8125.8 8231.7 8353.4 8629.4

Chain-linked volume (reference year 2000)

Private consumption (residents) 9487.7 9806.0 9925.1 10195.3 10274.4 10596.3 10639.2 10810.3 11281.8 11521.5 11679.1 11981.2

Public consumption 3208.5 3247.8 3280.1 3305.6 3324.2 3358.1 3407.2 3471.6 3551.3 3630.7 3709.8 3788.7

GFCF 3246.9 3349.1 3469.2 3617.4 3837.2 4062.0 4214.0 4407.6 4570.9 4785.8 4847.1 4987.9

Exports of goods and services 3250.9 3332.8 3467.1 3589.1 3688.6 3835.1 3878.1 3914.2 3944.3 3982.0 4182.5 4406.4

Goods 1958.4 2022.7 2090.1 2160.0 2225.5 2269.3 2297.6 2315.8 2350.3 2433.8 2554.6 2693.5

Services 1392.3 1403.7 1482.6 1540.5 1574.4 1703.7 1718.5 1739.4 1727.6 1651.9 1737.9 1827.6

Imports of goods and services 2627.2 2810.5 2972.4 3237.3 3391.4 3597.7 3785.7 3988.0 4239.3 4429.6 4584.7 4700.0

Goods 2122.7 2269.4 2430.9 2642.4 2795.0 2958.7 3130.0 3286.5 3505.2 3683.0 3798.8 3873.4

Services 514.7 552.6 541.7 597.1 597.1 640.7 654.8 702.3 733.3 742.9 783.9 827.5

GDP 16917.5 17237.9 17489.7 17673.4 18220.6 18758.2 18755.9 18885.5 19296.6 19548.0 19837.0 20492.4

Deflator (2000=1)

Private consumption (residents) 0.4022 0.4143 0.4230 0.4316 0.4394 0.4490 0.4589 0.4703 0.4843 0.4989 0.5175 0.5342

Public consumption 0.2846 0.2942 0.3031 0.3111 0.3183 0.3268 0.3365 0.3474 0.3596 0.3719 0.3845 0.3971

GFCF 0.4526 0.4766 0.4804 0.5035 0.5037 0.5173 0.5198 0.5407 0.5528 0.5655 0.5908 0.5960

Exports of goods and services 0.5729 0.5832 0.5877 0.6036 0.6117 0.6299 0.6476 0.6720 0.6944 0.6973 0.7110 0.7172

Goods 0.6465 0.6575 0.6601 0.6794 0.6862 0.7099 0.7319 0.7627 0.7867 0.7851 0.7988 0.7984

Services 0.4283 0.4371 0.4440 0.4537 0.4633 0.4724 0.4830 0.4968 0.5151 0.5242 0.5369 0.5525

Imports of goods and services 0.7572 0.7182 0.6979 0.7214 0.7352 0.7523 0.7793 0.7923 0.8067 0.7956 0.8387 0.8355

Goods 0.7872 0.7348 0.7109 0.7365 0.7496 0.7668 0.7970 0.8119 0.8255 0.8103 0.8597 0.8519

Services 0.6183 0.6351 0.6391 0.6518 0.6669 0.6834 0.6956 0.6997 0.7177 0.7266 0.7393 0.7578

GDP 0.3597 0.3805 0.3921 0.4043 0.4046 0.4158 0.4232 0.4402 0.4539 0.4717 0.4840 0.4983
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MAIN EXPENDITURE COMPONENTS

1989 1990 1991

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 6512.1 6694.7 6974.9 7178.5 7571.5 7973.4 8383.5 8780.8 9242.4 9699.7 10106.2 10405.7

Public consumption 1585.6 1666.4 1746.7 1826.3 1904.7 2004.2 2126.9 2274.8 2450.5 2604.4 2733.5 2835.1

GFCF 3021.9 3101.9 3216.1 3347.7 3450.6 3584.3 3701.3 3808.8 3850.6 3938.4 4120.2 4247.0

Change in inventories 48.2 43.0 84.9 173.9 310.0 367.9 347.6 249.0 72.1 -45.6 -104.2 -103.8

Exports of goods and services 3411.0 3533.8 3748.5 3990.3 4182.5 4327.4 4348.9 4438.7 4347.6 4456.1 4502.7 4524.5

Goods 2343.2 2459.8 2589.3 2742.4 2867.5 2943.7 2971.7 2950.6 2918.2 2911.0 2980.6 3029.2

Services 1067.8 1074.0 1159.1 1247.9 1315.0 1383.7 1377.2 1488.0 1429.4 1545.1 1522.1 1495.3

Imports of goods and services 4086.1 4184.0 4421.9 4604.4 5032.4 4952.3 5249.4 5474.2 5448.5 5511.0 5757.5 5763.2

Goods 3492.3 3508.3 3708.2 3888.8 4225.5 4144.1 4359.4 4606.1 4585.5 4589.9 4730.2 4760.9

Services 593.9 675.6 713.8 715.5 806.9 808.2 890.0 868.0 863.1 921.1 1027.3 1002.3

GDP 10492.7 10855.7 11349.1 11912.2 12386.7 13304.9 13658.8 14077.9 14514.7 15142.1 15600.9 16145.3

Previous year prices (EUR million)

Private consumption (residents) 6047.2 6093.0 6190.3 6279.1 7156.1 7327.8 7510.8 7655.1 8661.5 8889.8 9085.3 9187.6

Public consumption 1464.2 1489.5 1510.3 1526.6 1752.6 1779.8 1820.7 1875.4 2234.7 2291.1 2325.3 2337.2

GFCF 2813.7 2842.3 2836.5 2908.5 3260.0 3345.8 3384.2 3463.6 3682.2 3717.5 3809.4 3887.0

Change in inventories 87.4 103.5 149.9 226.5 333.3 381.4 370.8 301.5 173.5 89.1 48.5 51.6

Exports of goods and services 3246.0 3305.8 3468.1 3635.9 4042.4 4141.5 4117.0 4160.8 4242.2 4353.0 4361.4 4404.0

Goods 2244.1 2322.1 2428.0 2534.3 2793.3 2856.7 2871.5 2856.8 2903.3 2932.0 2988.1 3065.2

Services 1001.9 983.8 1040.1 1101.6 1249.2 1284.8 1245.5 1304.0 1339.0 1421.0 1373.2 1338.8

Imports of goods and services 3815.1 3922.3 4055.0 4202.2 4832.1 4972.7 5163.7 5212.2 5363.5 5521.5 5747.1 5870.5

Goods 3252.5 3297.3 3407.4 3561.9 4055.6 4204.9 4332.8 4411.7 4529.4 4641.4 4768.9 4915.8

Services 562.5 625.0 647.6 640.3 776.5 767.8 830.9 800.4 834.1 880.1 978.1 954.6

GDP 9843.3 9911.8 10100.1 10374.3 11712.4 12003.6 12039.9 12244.3 13630.6 13819.0 13882.8 13997.0

Chain-linked volume (reference year 2000)

Private consumption (residents) 11877.1 11967.1 12158.3 12332.6 12642.2 12945.4 13268.9 13523.7 13870.4 14236.1 14549.2 14713.0

Public consumption 3867.3 3934.1 3989.0 4032.0 4063.2 4126.2 4221.0 4347.7 4506.2 4619.9 4688.9 4713.0

GFCF 4878.1 4927.8 4917.6 5042.5 5078.8 5212.5 5272.3 5396.0 5306.1 5357.0 5489.4 5601.2

Exports of goods and services 4601.6 4686.5 4916.6 5154.4 5329.6 5460.2 5427.9 5485.7 5322.8 5461.8 5472.3 5525.8

Goods 2831.5 2929.9 3063.5 3197.7 3313.6 3388.8 3406.4 3388.9 3339.8 3372.9 3437.4 3526.1

Services 1881.2 1847.2 1953.0 2068.5 2128.2 2188.9 2121.9 2221.7 2084.2 2211.8 2137.5 2083.9

Imports of goods and services 4654.5 4785.3 4947.1 5126.8 5451.5 5610.2 5825.6 5880.3 5896.8 6070.6 6318.6 6454.2

Goods 3884.4 3937.9 4069.3 4253.9 4485.6 4650.8 4792.3 4879.6 4914.3 5035.8 5174.2 5333.5

Services 764.2 849.1 879.8 869.9 967.6 956.8 1035.3 997.4 978.5 1032.5 1147.5 1119.9

GDP 20620.7 20764.2 21158.5 21732.9 22126.9 22677.1 22745.7 23131.8 23134.6 23454.4 23562.7 23756.5

Deflator (2000=1)

Private consumption (residents) 0.5483 0.5594 0.5737 0.5821 0.5989 0.6159 0.6318 0.6493 0.6663 0.6813 0.6946 0.7072

Public consumption 0.4100 0.4236 0.4379 0.4529 0.4688 0.4857 0.5039 0.5232 0.5438 0.5637 0.5830 0.6015

GFCF 0.6195 0.6295 0.6540 0.6639 0.6794 0.6876 0.7020 0.7059 0.7257 0.7352 0.7506 0.7582

Exports of goods and services 0.7413 0.7540 0.7624 0.7741 0.7848 0.7925 0.8012 0.8091 0.8168 0.8159 0.8228 0.8188

Goods 0.8276 0.8396 0.8452 0.8576 0.8654 0.8686 0.8724 0.8707 0.8737 0.8631 0.8671 0.8591

Services 0.5676 0.5814 0.5935 0.6033 0.6179 0.6322 0.6490 0.6698 0.6858 0.6985 0.7121 0.7176

Imports of goods and services 0.8779 0.8743 0.8938 0.8981 0.9231 0.8827 0.9011 0.9309 0.9240 0.9078 0.9112 0.8929

Goods 0.8990 0.8909 0.9112 0.9142 0.9420 0.8911 0.9097 0.9440 0.9331 0.9115 0.9142 0.8926

Services 0.7771 0.7958 0.8113 0.8226 0.8339 0.8447 0.8596 0.8703 0.8820 0.8921 0.8953 0.8950

GDP 0.5088 0.5228 0.5364 0.5481 0.5598 0.5867 0.6005 0.6086 0.6274 0.6456 0.6621 0.6796
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MAIN EXPENDITURE COMPONENTS

1992 1993 1994

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 10685.5 11139.9 11343.7 11601.6 11782.6 11888.8 12187.3 12437.5 12583.1 12890.0 13074.0 13353.3

Public consumption 2906.5 2976.8 3046.5 3115.8 3185.0 3248.6 3306.5 3359.0 3405.8 3461.4 3526.1 3600.0

GFCF 4499.0 4570.7 4618.2 4534.0 4328.2 4407.1 4176.9 4202.6 4291.1 4398.2 4378.0 4832.0

Change in inventories -44.3 -20.8 -33.5 -82.2 -167.0 -193.4 -161.4 -70.9 78.1 181.4 239.1 251.1

Exports of goods and services 4626.7 4624.1 4523.6 4428.3 4407.7 4411.7 4735.9 4857.4 4890.1 5164.1 5324.1 5595.2

Goods 3131.3 3162.7 3093.2 3058.5 3047.4 3100.7 3268.3 3404.0 3524.0 3762.1 3970.8 4203.7

Services 1495.4 1461.3 1430.5 1369.7 1360.3 1311.0 1467.6 1453.4 1366.1 1402.0 1353.3 1391.5

Imports of goods and services 5930.4 5934.0 5975.3 5866.0 5924.1 5807.1 5982.2 6269.3 6310.1 6501.2 6786.4 7207.0

Goods 4933.5 4954.4 4923.2 4858.8 4715.3 4681.8 4808.5 4994.3 5237.9 5419.3 5712.9 5942.3

Services 996.8 979.5 1052.2 1007.2 1208.8 1125.2 1173.7 1274.9 1072.2 1081.9 1073.6 1264.7

GDP 16743.1 17356.7 17523.2 17731.5 17612.4 17955.7 18263.0 18516.4 18938.0 19593.9 19754.8 20424.7

Previous year prices (EUR million)

Private consumption (residents) 10224.5 10391.5 10445.7 10586.4 11429.5 11400.6 11479.5 11488.6 12037.4 12163.3 12178.5 12274.7

Public consumption 2690.5 2682.3 2677.9 2677.1 3009.3 3017.1 3029.3 3045.8 3319.6 3341.3 3361.9 3381.5

GFCF 4379.8 4430.7 4427.3 4294.0 4262.4 4264.4 4006.3 3939.0 4168.5 4259.8 4243.9 4619.4

Change in inventories 98.4 121.6 121.3 97.5 50.0 23.8 18.7 34.7 72.0 100.3 119.6 130.1

Exports of goods and services 4613.8 4604.9 4560.3 4477.7 4417.4 4375.1 4565.8 4639.5 4753.3 4921.3 5064.4 5238.2

Goods 3148.5 3202.8 3193.5 3167.9 3085.4 3096.3 3164.9 3279.2 3442.2 3591.9 3786.3 3940.1

Services 1465.3 1402.0 1366.8 1309.8 1332.0 1278.8 1400.9 1360.3 1311.1 1329.4 1278.1 1298.1

Imports of goods and services 6084.3 6231.9 6378.0 6308.3 6070.0 5879.9 5877.4 6062.5 6117.2 6308.9 6620.4 6983.3

Goods 5077.3 5225.9 5291.7 5245.7 4834.8 4735.5 4734.3 4832.8 5077.3 5263.7 5571.6 5739.9

Services 1007.0 1006.0 1086.3 1062.6 1235.2 1144.4 1143.1 1229.7 1039.9 1045.2 1048.8 1243.4

GDP 15922.6 15999.1 15854.5 15824.4 17098.8 17201.2 17222.2 17085.2 18233.6 18477.0 18348.0 18660.6

Chain-linked volume (reference year 2000)

Private consumption (residents) 14867.0 15109.9 15188.7 15393.4 15460.2 15421.0 15527.8 15540.1 15440.3 15601.7 15621.2 15744.7

Public consumption 4692.3 4678.1 4670.3 4669.1 4674.2 4686.3 4705.2 4730.9 4763.5 4794.6 4824.2 4852.3

GFCF 5897.2 5965.7 5961.1 5781.6 5521.8 5524.4 5190.0 5102.8 5197.3 5311.1 5291.3 5759.5

Exports of goods and services 5636.4 5625.5 5571.0 5470.1 5412.5 5360.6 5594.3 5684.6 5692.8 5894.0 6065.4 6273.5

Goods 3637.1 3699.9 3689.1 3659.5 3640.7 3653.6 3734.5 3869.4 4000.1 4174.0 4399.9 4578.6

Services 2082.9 1993.0 1942.9 1861.8 1823.4 1750.5 1917.7 1862.1 1724.0 1748.1 1680.8 1707.0

Imports of goods and services 6696.0 6858.4 7019.1 6942.5 7045.6 6825.0 6822.1 7036.9 7072.9 7294.6 7654.8 8074.4

Goods 5564.5 5727.4 5799.5 5749.1 5614.1 5498.8 5497.4 5611.8 5876.5 6092.3 6448.7 6643.4

Services 1129.7 1128.5 1218.6 1192.0 1429.0 1323.9 1322.4 1422.6 1195.4 1201.5 1205.6 1429.4

GDP 24351.6 24468.6 24247.5 24201.4 23980.9 24124.5 24154.0 23961.9 24250.4 24574.2 24402.6 24818.3

Deflator (2000=1)

Private consumption (residents) 0.7187 0.7373 0.7468 0.7537 0.7621 0.7709 0.7849 0.8003 0.8150 0.8262 0.8369 0.8481

Public consumption 0.6194 0.6363 0.6523 0.6673 0.6814 0.6932 0.7027 0.7100 0.7150 0.7219 0.7309 0.7419

GFCF 0.7629 0.7662 0.7747 0.7842 0.7839 0.7978 0.8048 0.8236 0.8256 0.8281 0.8274 0.8390

Exports of goods and services 0.8209 0.8220 0.8120 0.8095 0.8144 0.8230 0.8466 0.8545 0.8590 0.8762 0.8778 0.8919

Goods 0.8609 0.8548 0.8385 0.8358 0.8371 0.8487 0.8752 0.8797 0.8810 0.9013 0.9025 0.9181

Services 0.7180 0.7332 0.7363 0.7357 0.7460 0.7489 0.7653 0.7805 0.7924 0.8020 0.8052 0.8152

Imports of goods and services 0.8857 0.8652 0.8513 0.8449 0.8408 0.8509 0.8769 0.8909 0.8922 0.8912 0.8866 0.8926

Goods 0.8866 0.8650 0.8489 0.8451 0.8399 0.8514 0.8747 0.8900 0.8913 0.8895 0.8859 0.8945

Services 0.8824 0.8680 0.8634 0.8450 0.8459 0.8499 0.8875 0.8962 0.8969 0.9004 0.8904 0.8848

GDP 0.6876 0.7093 0.7227 0.7327 0.7344 0.7443 0.7561 0.7727 0.7809 0.7973 0.8095 0.8230
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MAIN EXPENDITURE COMPONENTS

1995 1996 1997

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 13610.8 13930.4 13885.7 14052.3 14415.5 14584.7 14913.9 15079.1 15394.0 15473.8 15885.8 16103.0

Public consumption 3683.3 3764.1 3842.4 3917.6 3989.1 4063.7 4142.0 4224.6 4311.7 4394.4 4472.6 4546.3

GFCF 4694.6 4807.9 4777.4 4878.8 4885.3 5028.5 5346.2 5581.0 5908.3 6070.8 6314.2 6398.6

Change in inventories 222.1 194.7 175.3 143.2 140.1 130.0 128.4 147.6 117.9 127.2 113.7 119.1

Exports of goods and services 5983.9 5935.7 6042.8 6394.1 6397.6 6406.0 6305.6 6396.7 6491.0 6958.5 7078.4 7453.4

Goods 4472.1 4404.0 4487.9 4831.2 4885.9 4920.2 4818.2 4858.8 4942.7 5271.6 5357.6 5657.5

Services 1511.9 1531.7 1554.9 1562.9 1511.7 1485.8 1487.4 1537.9 1548.3 1686.8 1720.7 1796.0

Imports of goods and services 7429.7 7516.8 7267.6 7583.8 7715.2 7808.8 7979.3 8294.3 8403.0 8717.7 9187.2 9526.4

Goods 6200.7 6289.2 6056.0 6293.0 6490.8 6526.1 6689.8 6953.9 7106.4 7359.1 7756.6 7983.3

Services 1229.0 1227.7 1211.7 1290.9 1224.5 1282.7 1289.5 1340.4 1296.6 1358.6 1430.6 1543.2

GDP 20765.1 21116.0 21455.9 21802.1 22112.4 22404.1 22856.8 23134.6 23819.9 24306.9 24677.5 25093.9

Previous year prices (EUR million)

Private consumption (residents) 13122.2 13303.9 13186.6 13245.0 14158.8 14214.0 14447.9 14505.1 15075.3 15120.7 15403.4 15504.9

Public consumption 3549.4 3569.7 3591.1 3613.4 3861.2 3888.6 3918.8 3951.7 4190.7 4223.9 4252.7 4277.3

GFCF 4596.6 4687.0 4621.5 4646.1 4763.8 4921.0 5183.0 5370.2 5748.9 5904.1 6037.0 6126.8

Change in inventories 131.6 136.1 143.8 154.5 176.4 158.2 133.0 122.2 70.8 67.8 58.4 62.9

Exports of goods and services 5797.7 5664.3 5811.9 6166.1 6353.3 6481.8 6477.2 6468.8 6441.6 6788.6 6781.0 7067.0

Goods 4336.8 4181.7 4278.7 4646.9 4865.4 5028.2 5045.8 5001.4 4918.2 5163.6 5144.5 5403.5

Services 1460.8 1482.6 1533.3 1519.3 1488.0 1453.6 1431.4 1467.4 1523.4 1625.0 1636.5 1663.5

Imports of goods and services 7331.8 7421.2 7187.9 7417.2 7605.5 7641.3 7908.4 8169.3 8326.7 8575.9 8827.1 9179.9

Goods 6086.5 6184.7 5996.3 6128.8 6371.5 6373.8 6680.9 6899.5 7044.3 7269.0 7473.2 7736.8

Services 1245.3 1236.5 1191.6 1288.3 1234.0 1267.5 1227.6 1269.9 1282.4 1306.9 1354.0 1443.1

GDP 19865.7 19939.9 20167.0 20407.9 21707.9 22022.3 22251.5 22248.6 23200.8 23529.2 23705.5 23858.9

Chain-linked volume (reference year 2000)

Private consumption (residents) 15778.9 15997.3 15856.3 15926.5 16220.8 16284.1 16552.0 16617.5 16782.6 16833.1 17147.9 17260.8

Public consumption 4878.9 4906.9 4936.2 4966.9 4999.0 5034.5 5073.6 5116.2 5161.6 5202.5 5238.0 5268.2

GFCF 5536.5 5645.4 5566.5 5596.1 5555.9 5739.3 6044.9 6263.3 6510.9 6686.7 6837.2 6938.9

Exports of goods and services 6613.8 6461.6 6630.0 7034.1 6974.9 7116.0 7110.9 7101.7 7148.2 7533.3 7524.8 7842.1

Goods 4811.5 4639.4 4746.9 5155.5 5175.0 5348.3 5367.0 5319.7 5354.2 5621.3 5600.5 5882.5

Services 1817.7 1844.8 1907.9 1890.4 1801.8 1760.2 1733.3 1776.9 1788.8 1908.2 1921.7 1953.3

Imports of goods and services 8232.2 8332.6 8070.6 8328.1 8413.5 8453.1 8748.6 9037.2 9074.2 9345.8 9619.6 10004.1

Goods 6836.2 6946.5 6734.9 6883.8 7028.9 7031.4 7370.1 7611.2 7673.4 7918.2 8140.6 8427.8

Services 1394.9 1385.0 1334.7 1443.1 1382.9 1420.5 1375.7 1423.1 1398.5 1425.2 1476.6 1573.8

GDP 24745.4 24837.8 25120.7 25420.8 25528.8 25898.6 26168.1 26164.7 26597.8 26974.4 27176.4 27352.3

Deflator (2000=1)

Private consumption (residents) 0.8626 0.8708 0.8757 0.8823 0.8887 0.8956 0.9010 0.9074 0.9173 0.9192 0.9264 0.9329

Public consumption 0.7549 0.7671 0.7784 0.7887 0.7980 0.8072 0.8164 0.8257 0.8353 0.8447 0.8539 0.8630

GFCF 0.8479 0.8516 0.8582 0.8718 0.8793 0.8762 0.8844 0.8911 0.9074 0.9079 0.9235 0.9221

Exports of goods and services 0.9048 0.9186 0.9114 0.9090 0.9172 0.9002 0.8867 0.9007 0.9081 0.9237 0.9407 0.9504

Goods 0.9295 0.9493 0.9454 0.9371 0.9441 0.9200 0.8977 0.9134 0.9232 0.9378 0.9566 0.9618

Services 0.8317 0.8302 0.8150 0.8267 0.8390 0.8441 0.8581 0.8655 0.8655 0.8840 0.8954 0.9194

Imports of goods and services 0.9025 0.9021 0.9005 0.9106 0.9170 0.9238 0.9121 0.9178 0.9260 0.9328 0.9551 0.9523

Goods 0.9070 0.9054 0.8992 0.9142 0.9234 0.9281 0.9077 0.9136 0.9261 0.9294 0.9528 0.9473

Services 0.8810 0.8864 0.9078 0.8945 0.8854 0.9030 0.9373 0.9419 0.9272 0.9533 0.9689 0.9805

GDP 0.8391 0.8502 0.8541 0.8576 0.8662 0.8651 0.8735 0.8842 0.8956 0.9011 0.9080 0.9174
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MAIN EXPENDITURE COMPONENTS

1998 1999 2000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 16422.3 16732.0 17060.6 17487.7 17835.8 18054.2 18339.9 18590.2 19163.0 19303.8 19725.8 19907.6

Public consumption 4615.6 4703.8 4811.0 4937.8 5085.2 5236.0 5389.9 5546.4 5704.9 5848.7 5977.7 6092.4

GFCF 6868.1 6972.0 7070.8 7333.3 7401.6 7499.9 7775.4 7939.9 8339.3 8103.6 8330.6 8329.8

Change in inventories 195.2 205.6 230.6 253.9 281.7 295.8 284.8 263.4 222.9 192.8 173.9 167.9

Exports of goods and services 7571.2 7803.4 7872.6 7595.9 7710.2 7809.3 8031.2 8321.8 8821.1 8733.0 9196.1 9636.6

Goods 5614.2 5791.3 5725.9 5602.6 5642.0 5724.2 5915.6 6063.7 6508.8 6382.5 6827.4 7055.8

Services 1957.0 2012.1 2146.8 1993.3 2068.2 2085.1 2115.6 2258.2 2312.3 2350.5 2368.8 2580.8

Imports of goods and services 9872.0 10155.2 10117.5 10198.5 10362.5 10552.6 11119.3 11465.7 12457.0 11945.4 12409.0 12889.8

Goods 8234.4 8603.7 8596.9 8577.5 8798.1 8980.8 9507.8 9793.5 10680.1 10110.6 10615.3 10993.7

Services 1637.6 1551.4 1520.7 1621.0 1564.4 1571.8 1611.4 1672.2 1776.9 1834.8 1793.6 1896.1

GDP 25800.4 26261.7 26928.1 27410.2 27952.1 28342.5 28701.8 29196.2 29794.2 30236.4 30995.2 31244.3

Previous year prices (EUR million)

Private consumption (residents) 16181.6 16414.1 16625.3 16940.1 17617.1 17712.5 17871.7 18013.3 18804.4 18759.4 18956.0 18993.4

Public consumption 4495.8 4534.0 4589.2 4661.3 4952.5 5029.3 5091.8 5140.0 5440.2 5479.1 5521.7 5568.0

GFCF 6773.8 6822.7 6891.6 7097.0 7379.0 7399.9 7572.0 7632.5 8105.6 7814.8 7961.5 7800.5

Change in inventories 209.7 242.0 292.1 336.5 308.2 323.3 308.5 280.4 213.7 182.8 164.9 160.7

Exports of goods and services 7447.9 7568.9 7769.6 7564.7 7768.0 7836.7 8015.0 8144.1 8622.5 8318.3 8640.9 8969.2

Goods 5564.1 5675.2 5761.8 5700.6 5729.6 5779.1 5933.3 5988.8 6345.5 6048.7 6366.0 6493.0

Services 1883.8 1893.7 2007.8 1864.1 2038.4 2057.6 2081.7 2155.2 2277.0 2269.6 2274.9 2476.2

Imports of goods and services 9939.2 10199.3 10293.5 10482.5 10677.9 10759.9 11081.7 11306.7 11821.7 11199.7 11304.2 11492.1

Goods 8323.1 8646.6 8775.1 8819.6 9072.8 9140.6 9444.4 9615.4 10122.6 9472.3 9638.1 9751.1

Services 1616.1 1552.6 1518.4 1662.9 1605.2 1619.2 1637.4 1691.3 1699.1 1727.3 1666.1 1741.0

GDP 25169.6 25382.3 25874.4 26117.2 27346.7 27541.9 27777.4 27903.5 29364.7 29354.6 29940.8 29999.7

Chain-linked volume (reference year 2000)

Private consumption (residents) 17512.0 17763.6 17992.2 18332.9 18631.4 18732.3 18900.7 19050.4 19446.2 19402.3 19606.0 19645.7

Public consumption 5293.6 5338.6 5403.6 5488.5 5590.3 5677.1 5747.6 5802.0 5841.0 5881.8 5926.3 5974.6

GFCF 7399.8 7453.2 7528.5 7752.9 7872.8 7895.1 8078.7 8143.3 8471.2 8167.4 8317.1 8147.6

Exports of goods and services 7998.1 8128.1 8343.6 8123.6 8208.7 8281.4 8469.8 8606.2 9081.9 8759.5 9101.3 9444.0

Goods 5886.2 6003.7 6095.4 6030.6 6052.6 6105.0 6267.8 6326.5 6727.8 6413.1 6749.5 6884.1

Services 2112.7 2123.8 2251.7 2090.6 2156.4 2176.7 2202.3 2280.0 2354.1 2346.4 2351.9 2559.9

Imports of goods and services 10551.9 10828.1 10928.1 11128.8 11496.8 11585.0 11931.5 12173.8 12824.9 12147.9 12262.7 12465.7

Goods 8861.7 9206.2 9342.9 9390.4 9816.6 9890.0 10218.7 10403.8 11009.5 10302.3 10482.5 10605.5

Services 1686.5 1620.2 1584.5 1735.3 1680.2 1694.9 1713.9 1770.3 1815.4 1845.6 1780.2 1860.2

GDP 27792.8 28027.6 28571.0 28839.0 29102.2 29309.8 29560.4 29694.6 30239.5 30254.8 30861.0 30914.9

Deflator (2000=1)

Private consumption (residents) 0.9378 0.9419 0.9482 0.9539 0.9573 0.9638 0.9703 0.9758 0.9854 0.9949 1.0061 1.0133

Public consumption 0.8719 0.8811 0.8903 0.8997 0.9096 0.9223 0.9378 0.9560 0.9767 0.9944 1.0087 1.0197

GFCF 0.9281 0.9354 0.9392 0.9459 0.9402 0.9499 0.9624 0.9750 0.9844 0.9922 1.0016 1.0224

Exports of goods and services 0.9466 0.9601 0.9436 0.9351 0.9393 0.9430 0.9482 0.9670 0.9713 0.9970 1.0104 1.0204

Goods 0.9538 0.9646 0.9394 0.9290 0.9322 0.9376 0.9438 0.9585 0.9675 0.9952 1.0115 1.0249

Services 0.9263 0.9474 0.9534 0.9535 0.9591 0.9579 0.9606 0.9904 0.9822 1.0017 1.0072 1.0081

Imports of goods and services 0.9356 0.9379 0.9258 0.9164 0.9013 0.9109 0.9319 0.9418 0.9713 0.9833 1.0119 1.0340

Goods 0.9292 0.9346 0.9201 0.9134 0.8962 0.9081 0.9304 0.9413 0.9701 0.9814 1.0127 1.0366

Services 0.9710 0.9575 0.9597 0.9341 0.9311 0.9273 0.9402 0.9445 0.9788 0.9942 1.0075 1.0193

GDP 0.9283 0.9370 0.9425 0.9505 0.9605 0.9670 0.9710 0.9832 0.9853 0.9994 1.0043 1.0107
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MAIN EXPENDITURE COMPONENTS

2001 2002 2003

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 20163.9 20441.4 20518.4 20673.2 21080.3 21256.7 21539.6 21508.5 21689.2 21781.9 22068.1 22282.5

Public consumption 6193.1 6300.0 6412.4 6530.3 6654.6 6757.4 6837.2 6894.4 6931.8 6987.6 7060.4 7149.1

GFCF 8182.1 8524.4 8686.1 8825.7 8601.8 8667.9 8401.5 8170.1 8018.2 7900.3 7940.8 7875.0

Change in inventories 236.3 207.4 307.4 62.0 101.3 75.3 127.0 15.4 -4.2 -22.7 -5.9 13.9

Exports of goods and services 9432.1 9427.7 9114.9 9385.7 9227.8 9582.6 9550.8 9518.2 9758.3 9505.0 9739.0 9787.6

Goods 7022.0 6930.1 6651.5 6779.2 6666.3 7018.0 6941.7 6982.4 7218.9 6998.8 7109.2 7187.5

Services 2410.1 2497.6 2463.4 2606.6 2561.5 2564.7 2609.1 2535.8 2539.4 2506.2 2629.7 2600.1

Imports of goods and services 12682.9 12796.9 12592.0 12244.3 12225.5 12341.7 12412.5 12155.2 12161.5 11554.2 12094.3 12063.8

Goods 10853.9 10900.5 10769.5 10402.4 10396.1 10459.7 10602.1 10327.7 10411.1 9819.4 10328.5 10269.2

Services 1829.0 1896.3 1822.6 1841.9 1829.4 1882.0 1810.4 1827.6 1750.4 1734.8 1765.8 1794.6

GDP 31524.7 32104.1 32447.1 33232.6 33440.4 33998.3 34043.5 33951.4 34231.8 34597.9 34708.0 35044.4

Previous year prices (EUR million)

Private consumption (residents) 19675.7 19816.0 19800.7 19841.4 20730.4 20741.6 20816.7 20596.4 21186.3 21205.0 21373.8 21439.2

Public consumption 6026.6 6078.1 6129.1 6179.6 6490.4 6525.6 6544.1 6545.8 6780.3 6778.7 6796.9 6834.9

GFCF 8027.5 8367.4 8473.0 8561.6 8508.8 8502.2 8150.0 7864.9 7894.4 7822.6 7872.5 7748.8

Change in inventories 242.0 216.4 326.9 67.1 106.6 80.7 138.4 17.1 -4.4 -23.5 -5.2 10.4

Exports of goods and services 9342.7 9239.8 9093.4 9372.1 9320.4 9565.2 9504.0 9511.0 9797.5 9623.0 9931.0 9992.8

Goods 6953.1 6761.5 6647.0 6820.0 6780.2 7060.5 6977.5 7058.2 7325.4 7173.3 7362.1 7462.0

Services 2389.7 2478.3 2446.4 2552.0 2540.2 2504.7 2526.4 2452.8 2472.1 2449.8 2568.9 2530.8

Imports of goods and services 12457.2 12564.5 12595.6 12524.6 12471.2 12538.3 12635.9 12324.8 12057.2 11859.4 12370.2 12425.1

Goods 10678.9 10712.0 10836.8 10727.1 10659.5 10691.9 10883.4 10558.7 10323.2 10135.6 10633.0 10640.7

Services 1778.2 1852.6 1758.8 1797.5 1811.7 1846.4 1752.6 1766.1 1734.0 1723.8 1737.3 1784.4

GDP 30857.4 31153.2 31227.5 31497.1 32685.4 32877.0 32517.3 32210.3 33596.9 33546.5 33598.8 33601.1

Chain-linked volume (reference year 2000)

Private consumption (residents) 19675.7 19816.0 19800.7 19841.4 20055.5 20066.3 20139.0 19925.8 19896.4 19914.0 20072.5 20134.0

Public consumption 6026.6 6078.1 6129.1 6179.6 6229.5 6263.3 6281.1 6282.7 6259.0 6257.5 6274.3 6309.4

GFCF 8027.5 8367.4 8473.0 8561.6 8312.7 8306.2 7962.1 7683.6 7526.6 7458.2 7505.7 7387.8

Exports of goods and services 9342.7 9239.8 9093.4 9372.1 9242.4 9485.2 9424.5 9431.4 9721.0 9547.9 9853.5 9914.8

Goods 6953.1 6761.5 6647.0 6820.0 6730.3 7008.6 6926.2 7006.3 7342.2 7189.7 7379.0 7479.1

Services 2389.7 2478.3 2446.4 2552.0 2511.9 2476.8 2498.3 2425.5 2385.8 2364.2 2479.2 2442.4

Imports of goods and services 12457.2 12564.5 12595.6 12524.6 12428.0 12494.9 12592.2 12282.1 12219.7 12019.3 12537.0 12592.6

Goods 10678.9 10712.0 10836.8 10727.1 10666.6 10699.1 10890.6 10565.7 10579.3 10387.0 10896.7 10904.7

Services 1778.2 1852.6 1758.8 1797.5 1762.0 1795.7 1704.5 1717.6 1646.8 1637.1 1649.9 1694.6

GDP 30857.4 31153.2 31227.5 31497.1 31529.5 31714.3 31367.2 31071.2 31177.8 31131.1 31179.6 31181.8

Deflator (2000=1)

Private consumption (residents) 1.0248 1.0316 1.0362 1.0419 1.0511 1.0593 1.0695 1.0794 1.0901 1.0938 1.0994 1.1067

Public consumption 1.0276 1.0365 1.0462 1.0568 1.0682 1.0789 1.0885 1.0974 1.1075 1.1167 1.1253 1.1331

GFCF 1.0193 1.0188 1.0251 1.0308 1.0348 1.0435 1.0552 1.0633 1.0653 1.0593 1.0580 1.0660

Exports of goods and services 1.0096 1.0203 1.0024 1.0015 0.9984 1.0103 1.0134 1.0092 1.0038 0.9955 0.9884 0.9872

Goods 1.0099 1.0249 1.0007 0.9940 0.9905 1.0013 1.0022 0.9966 0.9832 0.9734 0.9634 0.9610

Services 1.0085 1.0078 1.0070 1.0214 1.0197 1.0355 1.0444 1.0455 1.0644 1.0600 1.0607 1.0646

Imports of goods and services 1.0181 1.0185 0.9997 0.9776 0.9837 0.9877 0.9857 0.9897 0.9952 0.9613 0.9647 0.9580

Goods 1.0164 1.0176 0.9938 0.9697 0.9746 0.9776 0.9735 0.9775 0.9841 0.9454 0.9479 0.9417

Services 1.0286 1.0236 1.0363 1.0247 1.0382 1.0480 1.0622 1.0640 1.0629 1.0597 1.0703 1.0590

GDP 1.0216 1.0305 1.0391 1.0551 1.0606 1.0720 1.0853 1.0927 1.0980 1.1114 1.1132 1.1239
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MAIN EXPENDITURE COMPONENTS

2004 2005 2006

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption (residents) 22661.7 22963.1 23291.4 23498.6 23780.6 24146.2 24217.3 24498.6 24853.4 25146.7 25359.4 25488.1

Public consumption 7253.6 7368.0 7492.8 7628.1 7774.3 7878.6 7940.3 7959.3 7935.9 7936.8 7961.5 8009.9

GFCF 8042.9 8221.8 8258.2 8233.5 8177.3 8275.3 8248.5 8263.4 8346.2 8422.8 8177.3 8219.0

Change in inventories 71.5 71.7 116.9 171.8 245.0 -44.4 49.1 -41.5 194.5 -192.7 250.3 67.0

Exports of goods and services 10106.5 10397.1 10215.7 10310.0 10254.7 10546.4 10783.6 10902.5 11526.2 11905.9 12306.3 12472.8

Goods 7387.2 7505.7 7492.0 7524.4 7464.4 7683.7 7877.7 7882.0 8349.7 8660.0 8921.9 8983.4

Services 2719.3 2891.5 2723.6 2785.6 2790.3 2862.7 2905.9 3020.5 3176.5 3245.9 3384.4 3489.4

Imports of goods and services 12524.6 12928.0 13237.5 13433.7 13511.2 13671.1 14014.7 14077.3 15167.2 14831.1 15316.2 14912.3

Goods 10724.4 11077.3 11323.1 11436.8 11577.8 11642.5 11975.5 11917.8 12942.3 12602.9 13103.7 12609.3

Services 1800.2 1850.7 1914.4 1996.8 1933.4 2028.6 2039.2 2159.5 2224.9 2228.2 2212.5 2303.0

GDP 35611.7 36093.8 36137.6 36408.4 36720.7 37131.1 37224.1 37505.0 37688.9 38388.3 38738.7 39344.6

Previous year prices (EUR million)

Private consumption (residents) 22316.2 22458.4 22646.3 22742.8 23495.8 23712.1 23511.8 23621.0 24338.9 24417.9 24478.1 24498.9

Public consumption 7132.1 7187.6 7238.8 7285.6 7556.3 7584.9 7598.4 7596.6 7882.9 7869.1 7859.4 7853.9

GFCF 7972.0 8035.7 7979.5 7832.9 8011.8 8070.2 7866.2 7797.1 8217.9 8233.8 7972.3 7879.4

Change in inventories 41.1 36.1 50.6 62.6 167.6 -29.5 31.0 -25.6 166.3 -162.3 202.4 53.8

Exports of goods and services 10165.8 10314.1 10071.7 10088.8 10180.8 10514.3 10493.6 10515.1 11263.9 11525.5 11670.7 11885.4

Goods 7479.9 7487.7 7406.1 7374.2 7384.7 7653.8 7644.7 7573.1 8163.1 8386.1 8411.1 8498.7

Services 2685.8 2826.5 2665.5 2714.6 2796.1 2860.5 2848.9 2942.0 3100.8 3139.4 3259.7 3386.6

Imports of goods and services 12509.5 12751.2 12915.1 13053.3 13342.2 13441.3 13282.2 13226.6 14514.6 14266.4 14492.2 14331.1

Goods 10710.2 10897.8 11007.8 11036.0 11416.5 11416.4 11297.3 11116.7 12352.0 12118.3 12380.3 12068.3

Services 1799.3 1853.4 1907.3 2017.3 1925.6 2025.0 1984.9 2109.9 2162.5 2148.2 2111.9 2262.8

GDP 35117.7 35280.7 35071.7 34959.3 36070.2 36410.6 36218.8 36277.7 37355.3 37617.5 37690.8 37840.2

Chain-linked volume (reference year 2000)

Private consumption (residents) 20333.0 20462.5 20633.6 20721.6 20886.2 21078.4 20900.4 20997.5 21120.3 21188.9 21241.1 21259.1

Public consumption 6364.1 6413.7 6459.3 6501.1 6539.0 6563.7 6575.4 6573.9 6558.7 6547.2 6539.1 6534.5

GFCF 7505.7 7565.6 7512.7 7374.7 7327.5 7380.9 7194.4 7131.2 7238.0 7252.0 7021.7 6939.9

Exports of goods and services 10230.6 10379.9 10135.9 10153.1 10148.6 10481.0 10460.4 10481.9 11021.3 11277.2 11419.3 11629.3

Goods 7709.6 7717.6 7633.6 7600.6 7570.4 7846.2 7836.9 7763.5 8192.0 8415.7 8440.8 8528.8

Services 2528.0 2660.4 2508.9 2555.1 2577.9 2637.3 2626.6 2712.5 2826.3 2861.5 2971.1 3086.8

Imports of goods and services 12900.1 13149.3 13318.3 13460.8 13522.6 13623.1 13461.8 13405.5 14183.3 13940.9 14161.5 14004.1

Goods 11218.9 11415.5 11530.7 11560.2 11714.7 11714.5 11592.3 11407.0 12172.4 11942.0 12200.2 11892.8

Services 1692.8 1743.7 1794.4 1897.8 1815.3 1908.9 1871.1 1989.0 2009.8 1996.4 1962.8 2102.9

GDP 31592.4 31739.0 31551.0 31449.9 31589.4 31887.5 31719.6 31771.2 31921.5 32145.6 32208.2 32335.9

Deflator (2000=1)

Private consumption (residents) 1.1145 1.1222 1.1288 1.1340 1.1386 1.1455 1.1587 1.1667 1.1768 1.1868 1.1939 1.1989

Public consumption 1.1398 1.1488 1.1600 1.1734 1.1889 1.2003 1.2076 1.2107 1.2100 1.2122 1.2175 1.2258

GFCF 1.0716 1.0867 1.0992 1.1165 1.1160 1.1212 1.1465 1.1588 1.1531 1.1614 1.1646 1.1843

Exports of goods and services 0.9879 1.0017 1.0079 1.0154 1.0105 1.0062 1.0309 1.0401 1.0458 1.0557 1.0777 1.0725

Goods 0.9582 0.9725 0.9815 0.9900 0.9860 0.9793 1.0052 1.0153 1.0192 1.0290 1.0570 1.0533

Services 1.0757 1.0869 1.0856 1.0902 1.0824 1.0854 1.1063 1.1136 1.1239 1.1343 1.1391 1.1304

Imports of goods and services 0.9709 0.9832 0.9939 0.9980 0.9992 1.0035 1.0411 1.0501 1.0694 1.0639 1.0815 1.0649

Goods 0.9559 0.9704 0.9820 0.9893 0.9883 0.9938 1.0331 1.0448 1.0633 1.0553 1.0741 1.0602

Services 1.0634 1.0614 1.0669 1.0522 1.0651 1.0627 1.0898 1.0857 1.1070 1.1161 1.1272 1.0951

GDP 1.1272 1.1372 1.1454 1.1577 1.1624 1.1644 1.1735 1.1805 1.1807 1.1942 1.2028 1.2167
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PRIVATE CONSUMPTION (RESIDENTS)

1977 1978 1979

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 575.2 612.5 648.2 672.2 704.6 732.3 777.1 827.7 855.3 903.5 968.5 1059.4

Durables 65.6 72.9 73.6 72.9 78.3 80.4 86.6 87.7 95.9 98.3 110.2 125.0

Non-durables 509.7 539.6 574.6 599.3 626.3 651.8 690.5 739.9 759.4 805.2 858.3 934.4

Previous year prices (EUR million)

Private consumption 651.5 650.3 658.6 667.1 781.9 791.5 804.9 819.6

Durables 72.5 71.9 74.9 73.8 91.1 88.7 93.1 97.1

Non-durables 579.0 578.4 583.7 593.3 690.8 702.8 711.7 722.5

Chain-linked volume (reference year 2000)

Private consumption 7688.1 7673.6 7772.1 7872.3 7970.7 8068.5 8204.9 8355.3

Durables 760.1 754.1 785.3 773.8 840.4 818.4 859.4 895.8

Non-durables 6961.4 6953.5 7018.1 7133.4 7158.4 7282.6 7375.3 7487.2

Deflator (2000=1)

Private consumption 0.0916 0.0954 0.1000 0.1051 0.1073 0.1120 0.1180 0.1268

Durables 0.1031 0.1067 0.1103 0.1134 0.1141 0.1201 0.1283 0.1396

Non-durables 0.0900 0.0937 0.0984 0.1037 0.1061 0.1106 0.1164 0.1248

GROSS FIXED CAPITAL FORMATION

1977 1978 1979

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 263.7 296.8 304.6 312.7 302.0 322.8 344.6 378.0 429.5 481.8 525.3 531.2

Machinery and equipment 52.0 68.2 73.6 80.1 78.3 85.8 88.5 85.4 89.2 99.6 112.4 118.2

Transport material 36.8 40.7 41.4 43.6 42.5 45.1 43.1 46.1 44.7 49.0 49.0 53.0

Construction 142.6 148.1 148.4 146.3 140.3 149.0 169.7 204.5 251.8 285.2 311.2 305.7

Others 32.3 39.9 41.2 42.6 40.8 42.9 43.3 42.0 43.7 48.0 52.6 54.3

Previous year prices (EUR million)

Gross fixed capital formation 274.5 278.6 280.2 287.7 371.2 393.7 407.2 387.3

Machinery and equipment 70.9 74.9 73.6 67.7 79.6 85.8 91.3 88.7

Transport material 35.9 35.3 30.9 30.2 36.3 37.6 35.7 36.7

Construction 131.9 132.8 142.4 159.7 218.7 231.5 239.4 222.8

Others 35.7 35.5 33.4 30.0 36.7 38.8 40.7 39.1

Chain-linked volume (reference year 2000)

Gross fixed capital formation 2972.0 3016.3 3034.3 3115.0 3343.8 3546.2 3668.5 3488.9

Machinery and equipment 485.5 512.7 503.8 463.5 462.6 498.7 531.2 515.9

Transport material 294.7 289.8 253.0 247.7 222.5 231.0 219.3 225.4

Construction 1880.5 1893.3 2029.9 2277.0 2663.8 2819.7 2915.9 2713.0

Others 450.0 447.6 420.8 378.7 367.9 389.0 408.8 392.4

Deflator (2000=1)

Gross fixed capital formation 0.1016 0.1070 0.1136 0.1214 0.1284 0.1359 0.1432 0.1523

Machinery and equipment 0.1613 0.1673 0.1756 0.1843 0.1928 0.1997 0.2117 0.2291

Transport material 0.1443 0.1558 0.1703 0.1859 0.2011 0.2122 0.2234 0.2353

Construction 0.0746 0.0787 0.0836 0.0898 0.0945 0.1012 0.1067 0.1127

Others 0.0908 0.0958 0.1030 0.1110 0.1188 0.1234 0.1286 0.1383
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PRIVATE CONSUMPTION (RESIDENTS)

1980 1981 1982

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 1139.2 1221.9 1286.1 1345.3 1423.2 1497.4 1590.0 1674.6 1749.0 1838.1 1905.2 1977.0

Durables 145.1 155.7 174.1 179.4 187.5 195.7 198.1 209.3 205.5 224.0 221.0 227.8

Non-durables 994.2 1066.2 1112.0 1165.9 1235.8 1301.7 1392.0 1465.3 1543.5 1614.1 1684.2 1749.2

Previous year prices (EUR million)

Private consumption 1003.5 1026.8 1043.1 1051.5 1271.3 1282.9 1288.6 1295.9 1576.1 1590.5 1593.7 1591.3

Durables 120.0 122.1 128.4 127.2 164.7 164.8 158.3 160.2 189.4 198.2 189.1 188.7

Non-durables 883.5 904.7 914.6 924.3 1106.6 1118.2 1130.3 1135.7 1386.7 1392.3 1404.7 1402.6

Chain-linked volume (reference year 2000)

Private consumption 8639.4 8839.7 8980.0 9052.2 9042.3 9125.1 9165.8 9217.3 9313.6 9398.9 9417.9 9403.7

Durables 954.0 970.4 1021.3 1011.4 996.1 996.5 957.5 969.0 938.9 982.6 937.3 935.5

Non-durables 7711.9 7896.9 7983.3 8067.4 8075.4 8159.9 8248.7 8287.7 8423.9 8458.0 8533.1 8520.7

Deflator (2000=1)

Private consumption 0.1319 0.1382 0.1432 0.1486 0.1574 0.1641 0.1735 0.1817 0.1878 0.1956 0.2023 0.2102

Durables 0.1521 0.1604 0.1705 0.1774 0.1882 0.1964 0.2069 0.2160 0.2189 0.2280 0.2358 0.2435

Non-durables 0.1289 0.1350 0.1393 0.1445 0.1530 0.1595 0.1687 0.1768 0.1832 0.1908 0.1974 0.2053

GROSS FIXED CAPITAL FORMATION

1980 1981 1982

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 529.6 538.5 557.8 611.9 699.3 759.7 812.7 827.8 875.3 903.1 927.0 946.8

Machinery and equipment 133.4 144.3 154.3 166.5 183.6 191.7 212.0 211.3 224.5 236.6 240.6 237.9

Transport material 53.8 58.1 64.1 69.9 87.8 92.7 98.0 98.5 94.1 95.5 95.3 96.2

Construction 283.7 272.1 272.3 300.5 342.1 382.2 402.7 420.4 457.8 466.1 486.4 505.9

Others 58.8 64.1 67.1 75.0 85.7 93.1 100.0 97.5 98.9 104.9 104.8 106.8

Previous year prices (EUR million)

Gross fixed capital formation 461.6 437.8 444.4 465.3 615.9 635.4 665.7 672.4 800.1 785.0 777.4 764.7

Machinery and equipment 114.3 114.1 122.1 128.7 168.6 168.7 184.7 185.4 203.1 200.5 197.7 192.0

Transport material 48.2 48.9 53.0 54.8 76.4 76.4 79.9 82.3 91.0 90.0 88.6 87.8

Construction 246.0 222.0 212.7 221.7 296.0 315.1 319.5 323.9 412.8 403.7 401.2 396.7

Others 53.1 52.8 56.6 60.1 74.8 75.2 81.6 80.8 93.2 90.8 89.9 88.2

Chain-linked volume (reference year 2000)

Gross fixed capital formation 3295.5 3125.4 3172.7 3321.6 3554.2 3667.0 3842.1 3880.5 3857.5 3784.9 3748.4 3687.0

Machinery and equipment 547.4 546.3 584.6 616.2 646.3 646.9 708.3 710.8 689.7 680.7 671.4 652.0

Transport material 221.0 224.2 243.3 251.4 292.2 292.0 305.6 314.8 290.6 287.6 283.1 280.5

Construction 2368.8 2137.8 2048.5 2134.9 2279.4 2426.1 2459.7 2493.8 2577.0 2520.1 2504.4 2476.6

Others 417.0 414.6 444.0 471.6 493.5 495.9 538.1 532.8 510.1 497.2 492.2 482.7

Deflator (2000=1)

Gross fixed capital formation 0.1607 0.1723 0.1758 0.1842 0.1967 0.2072 0.2115 0.2133 0.2269 0.2386 0.2473 0.2568

Machinery and equipment 0.2436 0.2641 0.2639 0.2702 0.2842 0.2964 0.2993 0.2973 0.3255 0.3475 0.3583 0.3649

Transport material 0.2433 0.2590 0.2636 0.2780 0.3006 0.3176 0.3207 0.3130 0.3238 0.3320 0.3365 0.3429

Construction 0.1198 0.1273 0.1329 0.1407 0.1501 0.1575 0.1637 0.1686 0.1776 0.1850 0.1942 0.2043

Others 0.1409 0.1545 0.1511 0.1591 0.1737 0.1877 0.1859 0.1830 0.1939 0.2109 0.2130 0.2212
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PRIVATE CONSUMPTION (RESIDENTS)

1983 1984 1985

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 2125.0 2238.8 2403.6 2580.1 2688.7 2850.6 3039.8 3106.7 3248.9 3367.6 3454.5 3616.2

Durables 259.2 265.4 278.3 287.4 282.6 299.7 329.5 334.5 352.3 362.6 374.8 393.1

Non-durables 1865.8 1973.4 2125.3 2292.7 2406.0 2550.9 2710.3 2772.3 2896.7 3005.0 3079.8 3223.1

Previous year prices (EUR million)

Private consumption 1868.3 1860.0 1853.7 1837.8 2306.8 2301.5 2309.7 2307.5 2903.7 2915.8 2925.4 2968.4

Durables 225.6 219.8 215.4 207.9 252.8 255.2 265.3 263.2 310.2 308.2 309.9 315.9

Non-durables 1642.8 1640.2 1638.2 1629.9 2054.0 2046.3 2044.4 2044.4 2593.5 2607.6 2615.4 2652.5

Chain-linked volume (reference year 2000)

Private consumption 9388.7 9346.7 9315.0 9235.2 9201.3 9180.1 9212.8 9204.3 9143.7 9182.0 9212.1 9347.6

Durables 974.5 949.7 930.7 898.0 870.0 878.3 913.3 905.9 887.9 882.2 887.2 904.3

Non-durables 8458.3 8444.9 8434.9 8392.2 8390.6 8359.0 8351.0 8351.0 8310.4 8355.8 8380.8 8499.6

Deflator (2000=1)

Private consumption 0.2263 0.2395 0.2580 0.2794 0.2922 0.3105 0.3299 0.3375 0.3553 0.3668 0.3750 0.3869

Durables 0.2660 0.2794 0.2990 0.3201 0.3249 0.3413 0.3608 0.3692 0.3968 0.4110 0.4224 0.4347

Non-durables 0.2206 0.2337 0.2520 0.2732 0.2868 0.3052 0.3245 0.3320 0.3486 0.3596 0.3675 0.3792

GROSS FIXED CAPITAL FORMATION

1983 1984 1985

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 1026.6 1092.3 1175.8 1169.5 1098.1 1192.7 1236.5 1328.3 1336.1 1362.6 1416.7 1494.1

Machinery and equipment 252.5 264.4 299.3 287.6 262.3 304.5 314.3 347.4 336.5 331.4 344.3 385.6

Transport material 111.3 113.7 119.8 118.3 99.2 97.5 98.9 105.2 106.7 104.7 114.8 123.1

Construction 545.7 588.9 616.3 634.5 633.1 675.4 710.1 744.8 765.8 795.8 819.0 823.9

Others 117.1 125.2 140.4 129.2 103.5 115.3 113.2 130.8 127.1 130.7 138.6 161.4

Previous year prices (EUR million)

Gross fixed capital formation 915.6 923.2 911.4 836.8 974.2 1006.1 987.5 997.3 1199.2 1188.7 1206.4 1224.0

Machinery and equipment 231.1 232.2 234.5 198.1 226.5 251.5 243.8 249.9 305.2 301.4 305.3 323.2

Transport material 103.1 100.7 96.1 85.4 87.8 83.7 80.7 80.6 98.2 96.5 103.6 105.6

Construction 476.4 484.7 476.6 470.3 570.8 575.6 574.1 574.2 679.3 672.3 675.7 665.1

Others 105.2 105.6 104.2 82.9 89.2 95.3 88.8 92.7 116.5 118.5 121.8 130.2

Chain-linked volume (reference year 2000)

Gross fixed capital formation 3780.2 3811.5 3762.5 3454.6 3231.7 3337.4 3275.6 3308.3 3248.6 3220.1 3268.0 3315.8

Machinery and equipment 662.5 665.9 672.4 568.1 527.0 585.3 567.5 581.5 561.7 554.7 562.0 594.8

Transport material 308.8 301.7 288.0 256.0 218.8 208.6 201.3 200.9 203.3 199.9 214.4 218.7

Construction 2505.5 2549.1 2506.5 2473.4 2400.9 2421.4 2414.8 2415.2 2372.9 2348.3 2360.1 2323.1

Others 501.8 504.0 497.1 395.7 330.9 353.5 329.4 344.0 341.8 347.7 357.3 381.9

Deflator (2000=1)

Gross fixed capital formation 0.2716 0.2866 0.3125 0.3385 0.3398 0.3574 0.3775 0.4015 0.4113 0.4231 0.4335 0.4506

Machinery and equipment 0.3811 0.3971 0.4452 0.5062 0.4978 0.5202 0.5538 0.5975 0.5990 0.5974 0.6125 0.6483

Transport material 0.3604 0.3769 0.4158 0.4620 0.4531 0.4675 0.4913 0.5238 0.5248 0.5237 0.5354 0.5631

Construction 0.2178 0.2310 0.2459 0.2565 0.2637 0.2789 0.2941 0.3084 0.3227 0.3389 0.3470 0.3547

Others 0.2334 0.2485 0.2824 0.3264 0.3127 0.3262 0.3436 0.3804 0.3719 0.3759 0.3878 0.4226
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PRIVATE CONSUMPTION (RESIDENTS)

1986 1987 1988

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 3816.3 4062.7 4198.0 4400.2 4515.0 4757.8 4882.5 5083.6 5463.7 5748.0 6044.3 6400.7

Durables 375.2 426.9 455.3 487.3 542.6 602.3 597.2 630.0 745.8 846.6 890.7 988.1

Non-durables 3441.1 3635.8 3742.7 3912.9 3972.4 4155.5 4285.3 4453.6 4717.9 4901.4 5153.5 5412.6

Previous year prices (EUR million)

Private consumption 3520.6 3638.7 3682.9 3783.2 4295.3 4429.8 4447.8 4519.3 5128.8 5237.7 5309.4 5446.7

Durables 348.1 380.1 392.8 417.0 500.0 537.2 517.5 545.4 683.0 751.2 762.9 823.6

Non-durables 3172.6 3258.7 3290.2 3366.2 3795.2 3892.6 3930.3 3974.0 4445.8 4486.6 4546.5 4623.2

Chain-linked volume (reference year 2000)

Private consumption 9487.7 9806.0 9925.1 10195.3 10274.4 10596.3 10639.2 10810.3 11281.8 11521.5 11679.1 11981.2

Durables 836.0 912.9 943.4 1001.6 1058.7 1137.4 1095.7 1154.6 1280.2 1408.0 1430.0 1543.7

Non-durables 8720.5 8957.1 9043.8 9252.8 9267.3 9505.0 9597.1 9703.7 10035.3 10127.5 10262.7 10435.8

Deflator (2000=1)

Private consumption 0.4022 0.4143 0.4230 0.4316 0.4394 0.4490 0.4589 0.4703 0.4843 0.4989 0.5175 0.5342

Durables 0.4488 0.4676 0.4826 0.4865 0.5126 0.5295 0.5451 0.5456 0.5826 0.6013 0.6229 0.6401

Non-durables 0.3946 0.4059 0.4138 0.4229 0.4286 0.4372 0.4465 0.4590 0.4701 0.4840 0.5022 0.5187

GROSS FIXED CAPITAL FORMATION

1986 1987 1988

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 1469.7 1596.1 1666.8 1821.3 1932.7 2101.2 2190.3 2383.3 2526.6 2706.4 2863.8 2972.8

Machinery and equipment 371.8 436.7 456.0 518.2 537.2 598.5 641.8 701.8 751.7 799.9 851.8 857.2

Transport material 135.3 153.2 179.9 198.2 230.9 254.8 234.7 274.3 283.6 303.1 313.4 340.8

Construction 807.4 817.9 832.3 874.5 927.5 977.9 1036.2 1094.0 1146.0 1235.7 1299.7 1369.5

Others 155.2 188.2 198.6 230.4 237.2 270.0 277.7 313.2 345.2 367.7 398.8 405.4

Previous year prices (EUR million)

Gross fixed capital formation 1395.4 1439.3 1490.9 1554.6 1838.0 1945.6 2018.5 2111.2 2381.5 2493.5 2525.4 2598.8

Machinery and equipment 355.5 394.3 412.6 445.9 519.0 570.6 619.0 635.5 710.2 737.3 742.3 752.6

Transport material 129.7 138.5 160.6 166.0 214.0 229.1 210.3 232.5 267.3 282.3 282.5 309.6

Construction 768.2 749.1 751.7 766.0 877.9 895.6 927.6 967.7 1085.4 1137.8 1159.4 1180.7

Others 141.9 157.4 166.1 176.7 227.1 250.3 261.5 275.5 318.6 336.1 341.3 355.9

Chain-linked volume (reference year 2000)

Gross fixed capital formation 3246.9 3349.1 3469.2 3617.4 3837.2 4062.0 4214.0 4407.6 4570.9 4785.8 4847.1 4987.9

Machinery and equipment 578.2 641.3 671.1 725.2 761.6 837.3 908.4 932.6 985.4 1022.9 1029.9 1044.2

Transport material 241.4 257.9 298.8 308.9 355.3 380.4 349.3 386.1 395.3 417.5 417.8 457.9

Construction 2254.5 2198.3 2205.8 2247.9 2346.5 2394.0 2479.4 2586.6 2637.6 2764.9 2817.4 2869.1

Others 363.5 403.1 425.4 452.7 483.5 533.0 556.7 586.5 626.7 661.1 671.2 700.0

Deflator (2000=1)

Gross fixed capital formation 0.4526 0.4766 0.4804 0.5035 0.5037 0.5173 0.5198 0.5407 0.5528 0.5655 0.5908 0.5960

Machinery and equipment 0.6430 0.6810 0.6794 0.7145 0.7053 0.7149 0.7065 0.7525 0.7629 0.7820 0.8271 0.8209

Transport material 0.5605 0.5943 0.6019 0.6416 0.6497 0.6699 0.6719 0.7105 0.7176 0.7261 0.7502 0.7443

Construction 0.3581 0.3721 0.3773 0.3890 0.3953 0.4085 0.4179 0.4230 0.4345 0.4469 0.4613 0.4773

Others 0.4270 0.4669 0.4669 0.5089 0.4906 0.5065 0.4988 0.5340 0.5509 0.5562 0.5942 0.5791
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PRIVATE CONSUMPTION (RESIDENTS)

1989 1990 1991

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 6512.1 6694.7 6974.9 7178.5 7571.5 7973.4 8383.5 8780.8 9242.4 9699.7 10106.2 10405.7

Durables 979.5 901.0 931.6 955.7 1018.3 1072.3 1141.2 1173.1 1241.5 1303.3 1384.3 1390.8

Non-durables 5532.6 5793.6 6043.3 6222.7 6553.2 6901.0 7242.3 7607.8 8000.9 8396.4 8721.9 9014.8

Previous year prices (EUR million)

Private consumption 6047.2 6093.0 6190.3 6279.1 7156.1 7327.8 7510.8 7655.1 8661.5 8889.8 9085.3 9187.6

Durables 937.3 860.3 872.4 878.9 989.9 1018.0 1066.3 1077.3 1189.5 1234.7 1302.6 1294.3

Non-durables 5109.9 5232.7 5317.9 5400.2 6166.2 6309.8 6444.6 6577.8 7472.0 7655.1 7782.7 7893.3

Chain-linked volume (reference year 2000)

Private consumption 11877.1 11967.1 12158.3 12332.6 12642.2 12945.4 13268.9 13523.7 13870.4 14236.1 14549.2 14713.0

Durables 1528.8 1403.2 1423.1 1433.5 1520.8 1563.9 1638.1 1655.0 1722.3 1787.7 1886.0 1874.0

Non-durables 10343.9 10592.5 10764.9 10931.6 11142.7 11402.2 11645.9 11886.6 12163.9 12462.1 12669.8 12849.8

Deflator (2000=1)

Private consumption 0.5483 0.5594 0.5737 0.5821 0.5989 0.6159 0.6318 0.6493 0.6663 0.6813 0.6946 0.7072

Durables 0.6407 0.6421 0.6546 0.6667 0.6696 0.6857 0.6967 0.7088 0.7209 0.7291 0.7340 0.7422

Non-durables 0.5349 0.5470 0.5614 0.5692 0.5881 0.6052 0.6219 0.6400 0.6578 0.6738 0.6884 0.7016

GROSS FIXED CAPITAL FORMATION

1989 1990 1991

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 3021.9 3101.9 3216.1 3347.7 3450.6 3584.3 3701.3 3808.8 3850.6 3938.4 4120.2 4247.0

Machinery and equipment 845.4 886.6 918.3 972.8 1024.8 1039.6 1109.3 1129.5 1165.2 1162.1 1173.1 1177.9

Transport material 319.9 306.8 331.7 362.2 348.2 370.6 349.2 382.2 351.9 384.4 397.1 404.8

Construction 1457.7 1500.6 1537.0 1557.3 1610.9 1697.4 1746.2 1771.0 1810.9 1854.4 1992.6 2108.0

Others 398.9 407.7 429.0 455.3 466.6 476.7 496.6 526.1 522.6 537.5 557.4 556.3

Previous year prices (EUR million)

Gross fixed capital formation 2813.7 2842.3 2836.5 2908.5 3260.0 3345.8 3384.2 3463.6 3682.2 3717.5 3809.4 3887.0

Machinery and equipment 793.6 827.2 842.8 900.9 1012.5 1040.1 1098.6 1145.1 1127.7 1132.4 1140.0 1143.7

Transport material 300.5 294.5 291.9 311.4 339.5 358.7 333.3 361.9 364.7 392.8 390.9 398.0

Construction 1347.3 1339.5 1322.3 1296.2 1468.2 1497.7 1492.9 1460.2 1669.2 1649.9 1729.1 1794.1

Others 372.3 381.1 379.5 400.0 439.8 449.3 459.4 496.5 520.7 542.3 549.4 551.3

Chain-linked volume (reference year 2000)

Gross fixed capital formation 4878.1 4927.8 4917.6 5042.5 5078.8 5212.5 5272.3 5396.0 5306.1 5357.0 5489.4 5601.2

Machinery and equipment 993.6 1035.7 1055.2 1127.9 1177.1 1209.2 1277.2 1331.2 1308.9 1314.4 1323.2 1327.4

Transport material 408.9 400.7 397.1 423.6 419.2 442.8 411.5 446.8 432.6 465.9 463.7 472.1

Construction 2957.9 2940.8 2903.0 2845.7 2825.4 2882.1 2872.9 2809.9 2785.5 2753.4 2885.5 2994.0

Others 652.5 667.9 665.2 701.1 698.8 713.9 729.9 788.9 776.3 808.6 819.2 821.9

Deflator (2000=1)

Gross fixed capital formation 0.6195 0.6295 0.6540 0.6639 0.6794 0.6876 0.7020 0.7059 0.7257 0.7352 0.7506 0.7582

Machinery and equipment 0.8509 0.8561 0.8703 0.8625 0.8707 0.8597 0.8686 0.8485 0.8902 0.8841 0.8866 0.8874

Transport material 0.7823 0.7657 0.8354 0.8549 0.8308 0.8369 0.8486 0.8554 0.8135 0.8249 0.8565 0.8575

Construction 0.4928 0.5103 0.5295 0.5472 0.5701 0.5890 0.6078 0.6303 0.6501 0.6735 0.6906 0.7041

Others 0.6113 0.6104 0.6450 0.6495 0.6678 0.6677 0.6804 0.6670 0.6732 0.6647 0.6804 0.6768
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PRIVATE CONSUMPTION (RESIDENTS)

1992 1993 1994

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 10685.5 11139.9 11343.7 11601.6 11782.6 11888.8 12187.3 12437.5 12583.1 12890.0 13074.0 13353.3

Durables 1488.8 1585.1 1536.2 1639.3 1557.0 1513.8 1535.7 1523.6 1571.8 1616.9 1582.8 1692.3

Non-durables 9196.7 9554.8 9807.5 9962.3 10225.5 10375.0 10651.7 10913.9 11011.2 11273.1 11491.2 11661.0

Previous year prices (EUR million)

Private consumption 10224.5 10391.5 10445.7 10586.4 11429.5 11400.6 11479.5 11488.6 12037.4 12163.3 12178.5 12274.7

Durables 1461.6 1528.5 1460.7 1533.1 1495.6 1430.7 1422.8 1389.6 1501.5 1529.7 1478.1 1555.0

Non-durables 8762.9 8863.0 8984.9 9053.3 9933.9 9969.9 10056.7 10099.0 10535.9 10633.6 10700.4 10719.7

Chain-linked volume (reference year 2000)

Private consumption 14867.0 15109.9 15188.7 15393.4 15460.2 15421.0 15527.8 15540.1 15440.3 15601.7 15621.2 15744.7

Durables 1997.4 2088.8 1996.1 2095.1 1957.0 1872.1 1861.7 1818.3 1839.3 1873.8 1810.6 1904.8

Non-durables 12873.3 13020.4 13199.6 13300.0 13511.3 13560.2 13678.3 13735.8 13614.1 13740.3 13826.7 13851.6

Deflator (2000=1)

Private consumption 0.7187 0.7373 0.7468 0.7537 0.7621 0.7709 0.7849 0.8003 0.8150 0.8262 0.8369 0.8481

Durables 0.7454 0.7589 0.7696 0.7825 0.7956 0.8086 0.8249 0.8379 0.8546 0.8629 0.8742 0.8884

Non-durables 0.7144 0.7338 0.7430 0.7490 0.7568 0.7651 0.7787 0.7946 0.8088 0.8204 0.8311 0.8419

GROSS FIXED CAPITAL FORMATION

1992 1993 1994

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 4499.0 4570.7 4618.2 4534.0 4328.2 4407.1 4176.9 4202.6 4291.1 4398.2 4378.0 4832.0

Machinery and equipment 1164.5 1158.6 1174.0 1151.7 1097.7 1180.4 1103.8 1110.4 1093.2 1048.2 1007.1 1061.0

Transport material 449.6 457.0 447.6 413.7 389.1 395.9 354.0 366.2 386.4 435.1 389.9 577.5

Construction 2289.4 2369.9 2396.5 2407.3 2323.5 2273.7 2202.9 2182.6 2234.2 2319.6 2411.1 2536.6

Others 595.6 585.2 600.1 561.3 517.9 557.1 516.2 543.5 577.3 595.3 569.9 656.8

Previous year prices (EUR million)

Gross fixed capital formation 4379.8 4430.7 4427.3 4294.0 4262.4 4264.4 4006.3 3939.0 4168.5 4259.8 4243.9 4619.4

Machinery and equipment 1185.4 1206.2 1235.6 1208.8 1131.7 1180.7 1112.2 1079.8 1043.3 1002.9 982.7 1012.4

Transport material 440.1 437.7 424.2 387.9 391.9 401.9 353.5 348.1 390.4 436.2 389.2 566.8

Construction 2178.5 2212.8 2194.1 2165.0 2223.7 2141.7 2039.6 2004.6 2168.8 2232.9 2298.8 2384.0

Others 575.9 574.0 573.5 532.3 515.1 540.2 501.1 506.5 566.0 587.8 573.3 656.2

Chain-linked volume (reference year 2000)

Gross fixed capital formation 5897.2 5965.7 5961.1 5781.6 5521.8 5524.4 5190.0 5102.8 5197.3 5311.1 5291.3 5759.5

Machinery and equipment 1336.3 1359.7 1392.9 1362.7 1327.1 1384.5 1304.3 1266.2 1226.8 1179.2 1155.5 1190.4

Transport material 524.8 522.0 505.8 462.5 446.7 458.2 402.9 396.8 442.1 493.9 440.7 641.8

Construction 3203.0 3253.4 3225.9 3183.2 3023.3 2911.7 2772.9 2725.3 2760.5 2842.1 2925.9 3034.4

Others 854.6 851.8 851.0 790.0 736.2 772.0 716.1 723.9 781.7 811.8 791.8 906.3

Deflator (2000=1)

Gross fixed capital formation 0.7629 0.7662 0.7747 0.7842 0.7839 0.7978 0.8048 0.8236 0.8256 0.8281 0.8274 0.8390

Machinery and equipment 0.8714 0.8521 0.8429 0.8452 0.8272 0.8525 0.8463 0.8769 0.8911 0.8889 0.8716 0.8913

Transport material 0.8567 0.8755 0.8848 0.8943 0.8711 0.8642 0.8787 0.9229 0.8741 0.8808 0.8847 0.8999

Construction 0.7148 0.7284 0.7429 0.7563 0.7685 0.7809 0.7944 0.8008 0.8094 0.8162 0.8240 0.8359

Others 0.6969 0.6870 0.7051 0.7105 0.7035 0.7216 0.7208 0.7507 0.7385 0.7332 0.7198 0.7248
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PRIVATE CONSUMPTION (RESIDENTS)

1995 1996 1997

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 13610.8 13930.4 13885.7 14052.3 14415.5 14584.7 14913.9 15079.1 15394.0 15473.8 15885.8 16103.0

Durables 1618.9 1744.0 1706.2 1632.2 1777.9 1772.4 1871.5 1879.1 1947.7 1942.8 2047.0 2053.3

Non-durables 11991.9 12186.5 12179.5 12420.1 12637.6 12812.4 13042.4 13200.0 13446.4 13531.0 13838.8 14049.6

Previous year prices (EUR million)

Private consumption 13122.2 13303.9 13186.6 13245.0 14158.8 14214.0 14447.9 14505.1 15075.3 15120.7 15403.4 15504.9

Durables 1569.6 1664.4 1616.3 1534.0 1752.3 1738.1 1829.3 1823.1 1915.5 1905.8 2005.1 2003.5

Non-durables 11552.7 11639.5 11570.3 11711.1 12406.5 12475.9 12618.6 12681.9 13159.8 13214.9 13398.3 13501.4

Chain-linked volume (reference year 2000)

Private consumption 15778.9 15997.3 15856.3 15926.5 16220.8 16284.1 16552.0 16617.5 16782.6 16833.1 17147.9 17260.8

Durables 1803.8 1912.8 1857.6 1762.9 1918.6 1903.0 2002.9 1996.1 2051.8 2041.4 2147.8 2146.1

Non-durables 13992.6 14097.8 14013.9 14184.4 14316.8 14396.9 14561.6 14634.7 14742.7 14804.4 15009.8 15125.4

Deflator (2000=1)

Private consumption 0.8626 0.8708 0.8757 0.8823 0.8887 0.8956 0.9010 0.9074 0.9173 0.9192 0.9264 0.9329

Durables 0.8975 0.9118 0.9185 0.9259 0.9267 0.9314 0.9344 0.9414 0.9492 0.9517 0.9530 0.9568

Non-durables 0.8570 0.8644 0.8691 0.8756 0.8827 0.8899 0.8957 0.9020 0.9121 0.9140 0.9220 0.9289

GROSS FIXED CAPITAL FORMATION

1995 1996 1997

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 4694.6 4807.9 4777.4 4878.8 4885.3 5028.5 5346.2 5581.0 5908.3 6070.8 6314.2 6398.6

Machinery and equipment 1103.8 1120.3 1116.4 1201.2 1202.6 1196.3 1238.2 1297.2 1367.2 1393.8 1449.5 1506.5

Transport material 382.8 450.7 431.9 457.8 462.8 485.0 539.7 541.1 600.2 646.1 688.0 724.9

Construction 2615.5 2643.6 2621.9 2605.7 2586.2 2704.5 2902.9 3057.8 3235.5 3301.6 3412.6 3372.7

Others 592.5 593.3 607.1 614.1 633.7 642.7 665.3 684.9 705.3 729.3 764.1 794.5

Previous year prices (EUR million)

Gross fixed capital formation 4596.6 4687.0 4621.5 4646.1 4763.8 4921.0 5183.0 5370.2 5748.9 5904.1 6037.0 6126.8

Machinery and equipment 1100.4 1112.3 1115.2 1168.1 1156.8 1146.4 1174.6 1223.3 1337.1 1368.7 1392.0 1471.7

Transport material 368.3 448.3 417.4 431.9 451.9 507.2 552.2 539.0 570.2 642.6 665.2 708.0

Construction 2538.9 2544.1 2511.6 2461.7 2528.7 2636.8 2819.3 2951.5 3158.5 3192.6 3265.2 3207.0

Others 589.1 582.3 577.3 584.5 626.3 630.7 636.9 656.5 683.1 700.2 714.6 740.2

Chain-linked volume (reference year 2000)

Gross fixed capital formation 5536.5 5645.4 5566.5 5596.1 5555.9 5739.3 6044.9 6263.3 6510.9 6686.7 6837.2 6938.9

Machinery and equipment 1242.1 1255.6 1258.9 1318.6 1292.7 1281.1 1312.6 1367.0 1423.6 1457.2 1482.0 1566.9

Transport material 415.6 505.8 471.0 487.3 493.0 553.2 602.3 587.9 628.6 708.5 733.4 780.5

Construction 3089.7 3096.1 3056.5 2995.7 2951.0 3077.1 3290.1 3444.4 3582.8 3621.4 3703.7 3637.7

Others 808.1 798.9 791.9 801.8 832.8 838.6 846.9 873.0 881.9 904.1 922.6 955.6

Deflator (2000=1)

Gross fixed capital formation 0.8479 0.8516 0.8582 0.8718 0.8793 0.8762 0.8844 0.8911 0.9074 0.9079 0.9235 0.9221

Machinery and equipment 0.8887 0.8922 0.8868 0.9109 0.9303 0.9339 0.9433 0.9490 0.9604 0.9565 0.9781 0.9615

Transport material 0.9211 0.8909 0.9170 0.9396 0.9387 0.8768 0.8960 0.9203 0.9548 0.9119 0.9382 0.9287

Construction 0.8465 0.8539 0.8578 0.8698 0.8764 0.8789 0.8823 0.8878 0.9031 0.9117 0.9214 0.9271

Others 0.7332 0.7427 0.7666 0.7659 0.7610 0.7664 0.7856 0.7846 0.7998 0.8067 0.8282 0.8314
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PRIVATE CONSUMPTION (RESIDENTS)

1998 1999 2000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 16422.3 16732.0 17060.6 17487.7 17835.8 18054.2 18339.9 18590.2 19163.0 19303.8 19725.8 19907.6

Durables 2196.4 2270.7 2401.9 2507.4 2645.1 2697.9 2671.8 2618.1 2871.8 2753.1 2791.1 2818.8

Non-durables 14226.0 14461.3 14658.7 14980.3 15190.7 15356.2 15668.1 15972.2 16291.2 16550.7 16934.7 17088.8

Previous year prices (EUR million)

Private consumption 16181.6 16414.1 16625.3 16940.1 17617.1 17712.5 17871.7 18013.3 18804.4 18759.4 18956.0 18993.4

Durables 2182.9 2239.1 2361.4 2462.8 2628.6 2658.8 2632.0 2569.5 2836.4 2709.7 2725.7 2731.7

Non-durables 13998.6 14175.0 14263.9 14477.3 14988.4 15053.7 15239.8 15443.8 15968.0 16049.7 16230.3 16261.7

Chain-linked volume (reference year 2000)

Private consumption 17512.0 17763.6 17992.2 18332.9 18631.4 18732.3 18900.7 19050.4 19446.2 19402.3 19606.0 19645.7

Durables 2291.2 2350.1 2478.6 2585.0 2720.7 2752.0 2724.2 2659.5 2895.4 2767.1 2783.1 2789.2

Non-durables 15227.5 15419.4 15516.0 15748.2 15909.7 15978.9 16176.4 16393.0 16550.8 16635.3 16822.9 16856.5

Deflator (2000=1)

Private consumption 0.9378 0.9419 0.9482 0.9539 0.9573 0.9638 0.9703 0.9758 0.9854 0.9949 1.0061 1.0133

Durables 0.9586 0.9662 0.9691 0.9700 0.9722 0.9804 0.9808 0.9844 0.9918 0.9950 1.0029 1.0106

Non-durables 0.9342 0.9379 0.9447 0.9512 0.9548 0.9610 0.9686 0.9743 0.9843 0.9949 1.0066 1.0138

GROSS FIXED CAPITAL FORMATION

1998 1999 2000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 6868.1 6972.0 7070.8 7333.3 7401.6 7499.9 7775.4 7939.9 8339.3 8103.6 8330.6 8329.8

Machinery and equipment 1602.1 1710.3 1705.3 1745.2 1743.9 1770.4 1855.0 1918.9 1952.9 1946.5 2012.6 2053.4

Transport material 746.8 769.8 789.9 871.2 837.3 835.0 909.1 914.7 961.2 893.9 909.0 940.0

Construction 3669.8 3604.5 3652.7 3763.6 3794.0 3821.7 3916.9 3992.7 4268.6 4143.5 4276.1 4224.7

Others 849.3 887.5 922.8 953.3 1026.5 1072.7 1094.5 1113.6 1156.6 1119.7 1132.9 1111.7

Previous year prices (EUR million)

Gross fixed capital formation 6773.8 6822.7 6891.6 7097.0 7379.0 7399.9 7572.0 7632.5 8105.6 7814.8 7961.5 7800.5

Machinery and equipment 1610.4 1681.9 1681.6 1726.3 1792.4 1809.9 1877.2 1934.3 1902.6 1884.0 1933.1 1900.8

Transport material 745.5 782.0 801.4 852.9 811.4 803.1 861.0 873.7 939.9 871.5 886.3 903.8

Construction 3605.4 3527.1 3563.3 3649.9 3792.9 3781.3 3830.0 3828.6 4150.4 3980.7 4066.9 3969.6

Others 812.5 831.7 845.3 867.9 982.3 1005.5 1003.7 995.9 1112.7 1078.6 1075.2 1026.3

Chain-linked volume (reference year 2000)

Gross fixed capital formation 7399.8 7453.2 7528.5 7752.9 7872.8 7895.1 8078.7 8143.3 8471.2 8167.4 8317.1 8147.6

Machinery and equipment 1670.3 1744.5 1744.1 1790.5 1841.8 1859.8 1928.9 1987.6 1988.7 1969.2 2020.7 1986.9

Transport material 799.3 838.4 859.2 914.5 871.0 862.2 924.3 938.0 966.6 896.3 911.5 929.6

Construction 3936.5 3850.9 3890.5 3985.0 4043.9 4031.6 4083.5 4082.0 4344.0 4165.9 4252.7 4150.4

Others 994.6 1018.1 1034.9 1062.4 1117.4 1143.9 1141.9 1132.9 1171.8 1135.9 1132.3 1080.8

Deflator (2000=1)

Gross fixed capital formation 0.9281 0.9354 0.9392 0.9459 0.9402 0.9499 0.9624 0.9750 0.9844 0.9922 1.0016 1.0224

Machinery and equipment 0.9592 0.9804 0.9778 0.9747 0.9469 0.9519 0.9617 0.9655 0.9820 0.9885 0.9960 1.0335

Transport material 0.9344 0.9181 0.9194 0.9527 0.9612 0.9685 0.9835 0.9752 0.9943 0.9973 0.9972 1.0112

Construction 0.9323 0.9360 0.9389 0.9444 0.9382 0.9480 0.9592 0.9781 0.9827 0.9946 1.0055 1.0179

Others 0.8539 0.8717 0.8917 0.8973 0.9186 0.9378 0.9585 0.9829 0.9870 0.9857 1.0005 1.0286
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PRIVATE CONSUMPTION (RESIDENTS)

2001 2002 2003

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 20163.9 20441.4 20518.4 20673.2 21080.3 21256.7 21539.6 21508.5 21689.2 21781.9 22068.1 22282.5

Durables 2692.1 2737.7 2672.3 2607.3 2659.6 2703.4 2602.8 2469.6 2375.1 2382.4 2440.4 2464.5

Non-durables 17471.8 17703.7 17846.0 18065.9 18420.7 18553.2 18936.8 19039.0 19314.2 19399.5 19627.7 19818.0

Previous year prices (EUR million)

Private consumption 19675.7 19816.0 19800.7 19841.4 20730.4 20741.6 20816.7 20596.4 21186.3 21205.0 21373.8 21439.2

Durables 2640.4 2671.9 2595.0 2532.4 2628.6 2666.3 2543.3 2400.7 2341.8 2349.8 2404.1 2423.9

Non-durables 17035.3 17144.1 17205.7 17309.0 18101.8 18075.3 18273.4 18195.7 18844.5 18855.2 18969.6 19015.3

Chain-linked volume (reference year 2000)

Private consumption 19675.7 19816.0 19800.7 19841.4 20055.5 20066.3 20139.0 19925.8 19896.4 19914.0 20072.5 20134.0

Durables 2640.4 2671.9 2595.0 2532.4 2562.4 2599.1 2479.2 2340.2 2239.8 2247.5 2299.4 2318.3

Non-durables 17035.3 17144.1 17205.7 17309.0 17492.4 17466.8 17658.2 17583.2 17650.4 17660.4 17767.6 17810.4

Deflator (2000=1)

Private consumption 1.0248 1.0316 1.0362 1.0419 1.0511 1.0593 1.0695 1.0794 1.0901 1.0938 1.0994 1.1067

Durables 1.0196 1.0246 1.0298 1.0296 1.0379 1.0401 1.0499 1.0553 1.0604 1.0601 1.0613 1.0631

Non-durables 1.0256 1.0326 1.0372 1.0437 1.0531 1.0622 1.0724 1.0828 1.0943 1.0985 1.1047 1.1127

GROSS FIXED CAPITAL FORMATION

2001 2002 2003

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 8182.1 8524.4 8686.1 8825.7 8601.8 8667.9 8401.5 8170.1 8018.2 7900.3 7940.8 7875.0

Machinery and equipment 2092.4 2066.2 2022.4 2026.6 1944.1 1937.7 1882.3 1887.3 1807.3 1748.5 1805.7 1827.2

Transport material 814.6 870.0 838.2 815.9 753.2 733.2 728.6 673.4 637.6 668.9 663.6 655.9

Construction 4189.1 4466.4 4649.4 4750.8 4638.2 4691.6 4488.3 4316.0 4287.0 4222.5 4209.6 4121.2

Others 1086.1 1121.8 1176.0 1232.4 1266.3 1305.4 1302.2 1293.5 1286.4 1260.4 1261.9 1270.7

Previous year prices (EUR million)

Gross fixed capital formation 8027.5 8367.4 8473.0 8561.6 8508.8 8502.2 8150.0 7864.9 7894.4 7822.6 7872.5 7748.8

Machinery and equipment 2069.4 2079.1 2072.6 2108.5 1968.8 1960.7 1905.9 1897.8 1844.1 1815.9 1882.7 1903.1

Transport material 789.2 846.3 805.3 773.3 764.6 734.3 690.2 660.0 634.1 662.0 659.0 651.7

Construction 4122.2 4361.0 4472.2 4525.1 4538.1 4529.6 4295.5 4085.6 4167.7 4121.7 4116.5 3995.0

Others 1046.7 1081.0 1122.9 1154.7 1237.4 1277.6 1258.4 1221.4 1248.5 1223.1 1214.3 1198.9

Chain-linked volume (reference year 2000)

Gross fixed capital formation 8027.5 8367.4 8473.0 8561.6 8312.7 8306.2 7962.1 7683.6 7526.6 7458.2 7505.7 7387.8

Machinery and equipment 2069.4 2079.1 2072.6 2108.5 1998.1 1989.9 1934.3 1926.1 1891.5 1862.6 1931.2 1952.1

Transport material 789.2 846.3 805.3 773.3 736.0 706.9 664.5 635.4 602.1 628.6 625.7 618.8

Construction 4122.2 4361.0 4472.2 4525.1 4393.5 4385.3 4158.7 3955.5 3882.5 3839.6 3834.7 3721.6

Others 1046.7 1081.0 1122.9 1154.7 1180.8 1219.2 1200.8 1165.5 1151.6 1128.1 1120.0 1105.9

Deflator (2000=1)

Gross fixed capital formation 1.0193 1.0188 1.0251 1.0308 1.0348 1.0435 1.0552 1.0633 1.0653 1.0593 1.0580 1.0660

Machinery and equipment 1.0111 0.9938 0.9758 0.9611 0.9730 0.9738 0.9731 0.9799 0.9555 0.9387 0.9350 0.9360

Transport material 1.0322 1.0281 1.0409 1.0551 1.0234 1.0372 1.0966 1.0598 1.0589 1.0641 1.0605 1.0599

Construction 1.0162 1.0242 1.0396 1.0499 1.0557 1.0698 1.0793 1.0911 1.1042 1.0997 1.0977 1.1074

Others 1.0377 1.0378 1.0473 1.0673 1.0724 1.0707 1.0845 1.1098 1.1170 1.1173 1.1267 1.1491
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PRIVATE CONSUMPTION (RESIDENTS)

2004 2005 2006

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Private consumption 22661.7 22963.1 23291.4 23498.6 23780.6 24146.2 24217.3 24498.6 24853.4 25146.7 25359.4 25488.1

Durables 2431.4 2551.4 2575.6 2636.9 2648.3 2842.9 2613.6 2724.5 2727.6 2784.0 2708.3 2740.7

Non-durables 20230.3 20411.8 20715.8 20861.6 21132.3 21303.3 21603.7 21774.1 22125.9 22362.6 22651.1 22747.4

Previous year prices (EUR million)

Private consumption 22316.2 22458.4 22646.3 22742.8 23495.8 23712.1 23511.8 23621.0 24338.9 24417.9 24478.1 24498.9

Durables 2420.9 2530.0 2545.0 2590.8 2622.9 2809.5 2564.2 2651.0 2684.5 2723.9 2643.1 2671.7

Non-durables 19895.4 19928.4 20101.3 20151.9 20873.0 20902.6 20947.6 20970.0 21654.3 21694.0 21835.0 21827.1

Chain-linked volume (reference year 2000)

Private consumption 20333.0 20462.5 20633.6 20721.6 20886.2 21078.4 20900.4 20997.5 21120.3 21188.9 21241.1 21259.1

Durables 2281.2 2384.1 2398.2 2441.4 2445.3 2619.3 2390.6 2471.5 2460.8 2496.8 2422.8 2449.0

Non-durables 18044.7 18074.6 18231.4 18277.4 18438.0 18464.1 18503.9 18523.7 18655.6 18689.8 18811.2 18804.4

Deflator (2000=1)

Private consumption 1.1145 1.1222 1.1288 1.1340 1.1386 1.1455 1.1587 1.1667 1.1768 1.1868 1.1939 1.1989

Durables 1.0658 1.0702 1.0740 1.0801 1.0830 1.0854 1.0933 1.1024 1.1084 1.1150 1.1178 1.1191

Non-durables 1.1211 1.1293 1.1363 1.1414 1.1461 1.1538 1.1675 1.1755 1.1860 1.1965 1.2041 1.2097

GROSS FIXED CAPITAL FORMATION

2004 2005 2006

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Gross fixed capital formation 8042.9 8221.8 8258.2 8233.5 8177.3 8275.3 8248.5 8263.4 8346.2 8422.8 8177.3 8219.0

Machinery and equipment 1858.1 1869.0 1903.5 1940.4 1918.9 1915.6 1941.8 1955.6 1897.4 1891.9 1898.7 2018.2

Transport material 653.0 637.3 618.1 692.4 595.5 578.0 646.6 648.9 678.1 886.4 743.9 664.4

Construction 4229.6 4385.2 4385.9 4244.4 4301.3 4409.1 4285.1 4253.5 4335.4 4218.6 4097.4 4069.2

Others 1302.1 1330.3 1350.8 1356.3 1361.6 1372.6 1375.0 1405.4 1435.3 1425.9 1437.4 1467.2

Previous year prices (EUR million)

Gross fixed capital formation 7972.0 8035.7 7979.5 7832.9 8011.8 8070.2 7866.2 7797.1 8217.9 8233.8 7972.3 7879.4

Machinery and equipment 1860.9 1856.3 1882.8 1894.5 1912.0 1930.8 1897.5 1919.8 1898.6 1899.9 1944.1 1978.5

Transport material 643.2 636.3 597.5 674.2 595.0 593.4 627.7 633.8 689.4 883.6 728.3 645.3

Construction 4187.9 4232.8 4190.7 3991.9 4209.5 4252.3 4070.8 3976.8 4241.3 4068.7 3921.2 3878.8

Others 1280.0 1310.2 1308.4 1272.2 1295.4 1293.6 1270.3 1266.6 1388.7 1381.5 1378.6 1376.9

Chain-linked volume (reference year 2000)

Gross fixed capital formation 7505.7 7565.6 7512.7 7374.7 7327.5 7380.9 7194.4 7131.2 7238.0 7252.0 7021.7 6939.9

Machinery and equipment 1977.1 1972.2 2000.4 2012.8 2010.8 2030.6 1995.6 2019.0 1978.2 1979.5 2025.6 2061.5

Transport material 606.3 599.8 563.2 635.5 550.1 548.7 580.4 586.1 632.5 810.7 668.3 592.1

Construction 3799.5 3840.3 3802.0 3621.7 3677.0 3714.4 3555.8 3473.7 3545.9 3401.6 3278.3 3242.8

Others 1135.4 1162.2 1160.6 1128.5 1112.8 1111.2 1091.2 1088.1 1108.8 1103.1 1100.8 1099.4

Deflator (2000=1)

Gross fixed capital formation 1.0716 1.0867 1.0992 1.1165 1.1160 1.1212 1.1465 1.1588 1.1531 1.1614 1.1646 1.1843

Machinery and equipment 0.9398 0.9477 0.9515 0.9641 0.9543 0.9433 0.9731 0.9686 0.9592 0.9558 0.9373 0.9790

Transport material 1.0771 1.0625 1.0974 1.0895 1.0825 1.0534 1.1140 1.1071 1.0720 1.0933 1.1132 1.1222

Construction 1.1132 1.1419 1.1536 1.1719 1.1698 1.1870 1.2051 1.2245 1.2227 1.2402 1.2499 1.2548

Others 1.1468 1.1446 1.1638 1.2019 1.2236 1.2352 1.2601 1.2917 1.2945 1.2926 1.3057 1.3346
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HOUSEHOLD’S DISPOSABLE INCOME

1977 1978 1979

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 599.1 604.2 622.1 638.9 678.5 702.9 736.2 762.9 787.8 823.0 869.4 920.5

Domestic transfers 94.1 95.5 98.3 102.5 108.1 113.2 117.7 121.7 125.3 132.2 142.7 156.6

External transfers 49.4 53.8 52.9 53.1 61.3 79.9 88.7 111.4 130.7 134.7 156.4 150.1

Corporate and property income 155.4 162.3 176.4 198.9 212.2 235.1 255.5 273.0 286.6 304.9 325.5 349.0

Direct taxes 29.6 30.2 31.3 33.1 35.4 38.1 41.3 44.9 49.0 52.6 55.7 58.2

Social Security contributions 94.0 95.7 99.0 104.1 110.8 116.7 122.0 126.5 130.2 137.1 147.0 160.0

Disposable income 774.4 789.9 819.3 856.3 914.0 976.2 1034.9 1097.6 1151.1 1205.2 1291.3 1358.0

LABOUR MARKET

1977 1978 1979

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4073.5 4068.8 4102.6 4104.3 4176.8 4183.9 4241.9 4255.5 4283.2 4302.3 4336.0 4359.3

Total employment 3877.1 3869.9 3897.0 3885.7 3959.2 3955.7 4009.0 4020.6 4047.1 4066.3 4099.7 4122.2

Unemployment 196.3 198.9 205.6 218.6 217.6 228.2 232.9 234.9 236.1 236.0 236.3 237.1

Employment in full-time equivalent 3766.0 3758.9 3785.2 3773.6 3843.7 3842.6 3889.3 3909.9 3926.8 3951.7 3985.0 3999.5

Employees 3106.3 3102.8 3135.4 3131.7 3209.4 3212.7 3257.3 3271.7 3279.0 3297.8 3329.7 3348.0

Other forms of employment 659.7 656.1 649.9 641.9 634.3 630.0 632.0 638.2 647.8 654.0 655.3 651.4

EUR thousand

Compensation per employee 0.193 0.195 0.198 0.204 0.211 0.219 0.226 0.233 0.240 0.250 0.261 0.275

Per cent

Unemployment rate 4.8 4.9 5.0 5.3 5.2 5.5 5.5 5.5 5.5 5.5 5.5 5.4
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HOUSEHOLD’S DISPOSABLE INCOME

1980 1981 1982

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 988.4 1047.8 1111.0 1175.0 1227.7 1296.2 1361.1 1433.8 1519.5 1605.0 1688.8 1784.8

Domestic transfers 174.0 190.9 207.3 223.1 238.4 254.1 270.1 286.4 303.1 321.8 342.6 365.4

External transfers 170.6 171.1 182.3 182.9 193.9 218.6 210.4 215.4 222.8 245.5 258.0 275.5

Corporate and property income 372.4 402.0 434.8 470.4 511.1 550.5 593.0 638.9 682.4 726.7 774.4 817.0

Direct taxes 60.3 63.9 69.1 75.8 84.2 92.2 99.9 107.3 114.3 121.9 130.1 138.9

Social Security contributions 176.0 190.5 203.3 214.5 224.1 237.0 253.4 273.2 296.4 319.8 343.3 367.0

Disposable income 1469.1 1557.5 1663.1 1761.2 1863.0 1990.1 2081.3 2194.1 2317.1 2457.3 2590.3 2736.8

LABOUR MARKET

1980 1981 1982

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4382.8 4388.2 4398.2 4418.6 4399.8 4416.7 4408.9 4400.4 4436.8 4439.8 4414.8 4418.4

Total employment 4150.6 4164.4 4171.9 4192.1 4162.8 4174.3 4167.0 4157.2 4201.0 4199.2 4186.2 4183.9

Unemployment 232.3 223.8 226.3 226.4 237.0 242.4 241.9 243.3 235.8 240.6 228.6 234.5

Employment in full-time equivalent 4038.8 4040.9 4052.9 4063.8 4038.7 4050.3 4041.5 4046.3 4074.8 4082.7 4067.2 4058.0

Employees 3397.0 3408.9 3428.5 3445.5 3425.3 3436.1 3423.3 3418.3 3431.7 3430.6 3414.2 3412.2

Other forms of employment 641.8 632.0 624.4 618.3 613.4 614.2 618.2 628.1 643.1 652.1 653.0 645.8

EUR thousand

Compensation per employee 0.291 0.307 0.324 0.341 0.358 0.377 0.398 0.419 0.443 0.468 0.495 0.523

Per cent

Unemployment rate 5.3 5.1 5.1 5.1 5.4 5.5 5.5 5.5 5.3 5.4 5.2 5.3
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HOUSEHOLD’S DISPOSABLE INCOME

1983 1984 1985

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 1860.4 1941.8 1999.7 2043.6 2087.4 2143.1 2222.9 2330.8 2445.8 2579.6 2701.5 2836.8

Domestic transfers 390.2 412.7 433.0 450.9 466.6 489.3 519.1 555.9 599.8 635.0 661.5 679.3

External transfers 270.1 268.0 290.7 297.0 354.8 349.6 379.7 396.8 375.3 395.5 428.8 484.3

Corporate and property income 849.3 929.5 1034.4 1125.3 1221.8 1303.8 1373.7 1447.1 1486.0 1554.6 1643.2 1706.3

Direct taxes 148.2 157.9 167.8 178.1 188.7 202.5 219.4 239.6 262.9 276.6 280.8 275.3

Social Security contributions 390.9 412.3 431.2 447.7 461.8 479.4 500.4 525.0 553.1 582.5 613.3 645.4

Disposable income 2830.9 2982.0 3158.7 3291.1 3480.1 3604.0 3775.5 3966.0 4090.9 4305.4 4540.9 4786.1

LABOUR MARKET

1983 1984 1985

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4359.8 4372.1 4376.3 4386.2 4440.1 4453.3 4479.6 4494.5 4486.0 4487.7 4471.6 4472.5

Total employment 4108.4 4106.6 4095.9 4093.6 4146.1 4154.2 4172.1 4179.8 4166.5 4168.3 4150.3 4145.4

Unemployment 251.4 265.5 280.4 292.6 294.0 299.1 307.5 314.8 319.5 319.4 321.2 327.2

Employment in full-time equivalent 3993.8 3983.6 3972.1 3976.0 4017.8 4036.2 4048.4 4062.7 4045.2 4048.6 4029.0 4019.5

Employees 3362.1 3361.4 3353.6 3355.1 3388.4 3397.5 3402.5 3410.2 3389.2 3392.7 3376.9 3376.2

Other forms of employment 631.7 622.2 618.5 620.9 629.4 638.8 645.9 652.4 656.0 655.8 652.1 643.3

EUR thousand

Compensation per employee 0.553 0.578 0.596 0.609 0.616 0.631 0.653 0.683 0.722 0.760 0.800 0.840

Per cent

Unemployment rate 5.8 6.1 6.4 6.7 6.6 6.7 6.9 7.0 7.1 7.1 7.2 7.3
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HOUSEHOLD’S DISPOSABLE INCOME

1986 1987 1988

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 2956.2 3095.5 3234.2 3373.8 3512.9 3654.9 3795.7 3925.6 4067.3 4213.3 4409.3 4612.4

Domestic transfers 688.4 709.5 742.5 787.5 844.4 891.6 929.1 956.8 974.9 1002.4 1039.4 1085.8

External transfers 461.8 462.9 461.4 473.1 538.9 554.5 574.4 587.6 597.6 607.1 616.1 625.7

Corporate and property income 1809.3 1903.7 1956.7 2032.8 2121.1 2181.8 2254.9 2316.3 2369.2 2453.8 2572.1 2732.4

Direct taxes 260.2 247.6 237.5 229.8 224.7 229.9 245.5 271.5 308.0 349.5 396.1 447.9

Social Security contributions 678.8 715.5 755.6 798.9 845.6 886.6 921.9 951.5 975.5 1008.3 1050.1 1100.8

Disposable income 4976.7 5208.5 5401.7 5638.5 5947.0 6166.3 6386.7 6563.3 6725.5 6918.9 7190.7 7507.5

LABOUR MARKET

1986 1987 1988

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4438.0 4447.0 4460.7 4469.5 4500.5 4524.6 4547.4 4557.0 4568.6 4577.8 4605.2 4623.5

Total employment 4104.0 4110.5 4130.1 4149.6 4191.3 4223.5 4255.4 4276.3 4296.4 4310.9 4345.4 4371.2

Unemployment 334.1 336.5 330.5 319.9 309.1 301.1 292.0 280.7 272.2 266.9 259.8 252.3

Employment in full-time equivalent 3984.9 3988.0 4004.1 4030.7 4064.9 4102.0 4132.5 4147.9 4172.3 4180.6 4216.3 4243.1

Employees 3353.3 3360.0 3370.1 3385.0 3402.6 3426.2 3451.5 3469.3 3500.8 3515.9 3554.6 3578.4

Other forms of employment 631.6 627.9 634.0 645.8 662.3 675.8 681.0 678.6 671.5 664.7 661.7 664.7

EUR thousand

Compensation per employee 0.882 0.921 0.960 0.997 1.032 1.067 1.100 1.132 1.162 1.198 1.240 1.289

Per cent

Unemployment rate 7.5 7.6 7.4 7.2 6.9 6.7 6.4 6.2 6.0 5.8 5.6 5.5
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HOUSEHOLD’S DISPOSABLE INCOME

1989 1990 1991

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 4886.7 5119.8 5375.5 5613.1 5837.1 6104.1 6351.9 6694.0 6956.8 7305.2 7591.8 7932.0

Domestic transfers 1141.6 1199.6 1259.8 1322.2 1386.7 1460.9 1544.7 1638.2 1741.3 1850.7 1966.5 2088.6

External transfers 692.2 686.3 696.5 688.1 685.5 760.9 788.5 764.9 726.8 859.4 761.7 782.8

Corporate and property income 2927.4 3093.5 3226.8 3335.3 3413.2 3502.0 3621.6 3777.9 3955.4 4120.3 4261.2 4390.1

Direct taxes 504.7 549.4 581.9 602.3 610.5 627.2 652.5 686.3 728.6 783.5 851.2 931.6

Social Security contributions 1160.4 1219.6 1278.3 1336.5 1394.2 1456.5 1523.4 1594.8 1670.8 1758.5 1857.8 1968.8

Disposable income 7982.7 8330.2 8698.3 9019.9 9317.9 9744.2 10130.9 10593.9 10981.0 11593.7 11872.2 12293.2

LABOUR MARKET

1989 1990 1991

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4693.5 4715.4 4745.8 4754.6 4741.9 4759.3 4759.6 4809.7 4814.1 4830.1 4804.4 4795.9

Total employment 4443.6 4464.9 4497.6 4509.8 4497.8 4515.9 4516.4 4568.1 4572.4 4598.3 4581.7 4582.4

Unemployment 249.9 250.5 248.1 244.7 244.0 243.4 243.1 241.6 241.6 231.8 222.7 213.5

Employment in full-time equivalent 4310.6 4334.4 4366.3 4374.7 4367.0 4381.8 4379.9 4433.1 4429.7 4462.9 4447.0 4450.4

Employees 3639.6 3659.5 3690.0 3700.8 3697.1 3711.3 3701.6 3739.8 3718.5 3739.8 3719.2 3721.6

Other forms of employment 670.9 674.9 676.3 673.9 669.9 670.5 678.3 693.3 711.2 723.1 727.8 728.8

EUR thousand

Compensation per employee 1.343 1.399 1.457 1.517 1.579 1.645 1.716 1.790 1.871 1.953 2.041 2.131

Per cent

Unemployment rate 5.3 5.3 5.2 5.1 5.1 5.1 5.1 5.0 5.0 4.8 4.6 4.5
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HOUSEHOLD’S DISPOSABLE INCOME

1992 1993 1994

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 8332.1 8623.2 8884.5 9076.4 9151.0 9263.2 9256.3 9347.1 9313.0 9444.9 9608.3 9811.6

Domestic transfers 2217.0 2324.1 2409.9 2474.3 2517.3 2562.2 2609.0 2657.5 2707.9 2766.6 2833.8 2909.2

External transfers 780.2 745.3 750.8 738.7 803.7 657.0 702.6 727.4 699.8 688.5 598.2 713.1

Corporate and property income 4483.7 4582.1 4648.4 4673.2 4707.9 4766.6 4804.4 4835.6 4927.3 5048.3 5201.8 5348.6

Direct taxes 1024.6 1089.6 1126.4 1135.1 1115.8 1106.0 1105.8 1115.3 1134.4 1151.8 1167.4 1181.3

Social Security contributions 2091.5 2200.0 2294.5 2374.9 2441.2 2483.3 2501.0 2494.4 2463.6 2479.6 2542.5 2652.3

Disposable income 12696.9 12985.1 13272.6 13452.4 13622.9 13659.7 13765.4 13957.9 14050.0 14316.9 14532.1 14949.0

LABOUR MARKET

1992 1993 1994

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4802.3 4786.6 4805.4 4790.1 4781.7 4781.0 4764.8 4781.2 4790.7 4814.7 4851.8 4851.0

Total employment 4614.9 4603.2 4619.1 4601.0 4573.2 4552.0 4519.4 4521.0 4517.1 4529.8 4557.9 4551.9

Unemployment 187.5 183.5 186.4 189.0 208.5 229.0 245.5 260.1 273.5 284.9 293.9 299.2

Employment in full-time equivalent 4479.0 4470.1 4474.6 4466.1 4426.2 4421.4 4378.5 4398.3 4377.6 4403.9 4417.7 4418.1

Employees 3747.6 3740.1 3739.4 3726.9 3681.8 3666.3 3611.0 3609.7 3566.0 3570.6 3566.1 3556.8

Other forms of employment 731.4 730.0 735.2 739.2 744.4 755.1 767.5 788.6 811.6 833.3 851.5 861.3

EUR thousand

Compensation per employee 2.223 2.306 2.376 2.435 2.485 2.527 2.563 2.589 2.612 2.645 2.694 2.759

Per cent

Unemployment rate 3.9 3.8 3.9 3.9 4.4 4.8 5.2 5.4 5.7 5.9 6.1 6.2
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HOUSEHOLD’S DISPOSABLE INCOME

1995 1996 1997

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 10081.8 10306.5 10519.6 10727.3 10937.6 11057.6 11265.3 11448.2 11659.5 11929.1 12160.4 12388.1

Domestic transfers 2993.1 3075.0 3154.9 3232.8 3308.7 3376.7 3436.9 3489.2 3533.6 3590.9 3661.1 3744.1

External transfers 555.2 580.7 608.4 652.1 690.0 673.8 684.6 676.0 728.0 753.3 759.2 749.9

Corporate and property income 5504.2 5618.1 5714.6 5752.6 5781.2 5723.9 5730.2 5722.7 5760.8 5774.9 5846.5 5942.5

Direct taxes 1193.4 1214.3 1244.0 1282.5 1329.8 1364.9 1387.6 1398.1 1396.3 1399.7 1408.3 1422.0

Social Security contributions 2808.9 2931.1 3018.9 3072.4 3091.4 3128.3 3183.0 3255.5 3345.8 3431.3 3512.1 3588.1

Disposable income 15132.0 15434.8 15734.5 16009.9 16296.2 16338.8 16546.5 16682.4 16939.8 17217.1 17506.9 17814.5

LABOUR MARKET

1995 1996 1997

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 4855.5 4854.0 4863.1 4895.5 4946.9 4935.9 4959.9 4955.4 4962.8 4992.8 5018.4 5026.2

Total employment 4553.8 4550.8 4562.3 4584.4 4634.1 4615.2 4645.3 4646.1 4660.2 4700.9 4724.8 4745.9

Unemployment 301.7 303.2 300.8 311.1 312.8 320.6 314.6 309.3 302.6 291.9 293.6 280.3

Employment in full-time equivalent 4418.1 4417.9 4425.4 4450.6 4489.3 4481.6 4505.4 4510.1 4522.5 4560.5 4585.6 4612.5

Employees 3553.8 3547.5 3550.8 3565.2 3593.3 3584.0 3602.2 3607.3 3618.1 3649.6 3668.5 3686.7

Other forms of employment 864.4 870.4 874.6 885.4 895.9 897.7 903.1 902.8 904.4 910.8 917.2 925.8

EUR thousand

Compensation per employee 2.837 2.905 2.963 3.009 3.044 3.085 3.127 3.174 3.223 3.269 3.315 3.360

Per cent

Unemployment rate 6.2 6.2 6.2 6.4 6.3 6.5 6.3 6.2 6.1 5.8 5.9 5.6
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HOUSEHOLD’S DISPOSABLE INCOME

1998 1999 2000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 12669.1 12949.0 13131.5 13403.8 13640.9 13898.9 14197.7 14484.1 14851.7 15122.9 15399.6 15640.7

Domestic transfers 3840.0 3931.3 4018.0 4100.0 4177.4 4269.0 4374.6 4494.3 4628.2 4756.2 4878.3 4994.6

External transfers 777.1 790.8 781.5 755.7 768.7 763.2 834.2 768.6 810.2 880.0 830.4 956.0

Corporate and property income 6045.4 6122.3 6202.5 6242.5 6275.5 6298.0 6336.4 6458.3 6560.7 6684.4 6786.3 6865.2

Direct taxes 1440.9 1462.3 1486.1 1512.4 1541.1 1576.8 1619.5 1669.1 1725.6 1774.1 1814.5 1846.8

Social Security contributions 3659.3 3719.7 3769.4 3808.2 3836.3 3891.3 3973.3 4082.3 4218.3 4332.4 4424.6 4494.9

Disposable income 18231.4 18611.4 18878.1 19181.4 19485.2 19760.9 20150.0 20453.9 20906.9 21336.9 21655.6 22114.8

LABOUR MARKET

1998 1999 2000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 5073.1 5082.1 5079.4 5109.7 5127.8 5148.9 5159.9 5170.0 5200.9 5208.0 5253.3 5263.0

Total employment 4794.1 4837.9 4837.3 4868.0 4895.8 4909.9 4938.7 4955.5 4987.3 5003.2 5044.2 5069.3

Unemployment 279.0 244.3 242.1 241.7 232.0 239.0 221.2 214.5 213.6 204.9 209.1 193.7

Employment in full-time equivalent 4661.9 4707.5 4706.5 4736.9 4748.3 4763.3 4788.8 4807.2 4849.6 4869.6 4903.3 4933.4

Employees 3723.1 3757.4 3758.6 3787.5 3803.8 3821.3 3845.8 3861.0 3895.0 3908.0 3930.5 3950.5

Other forms of employment 938.8 950.1 947.9 949.5 944.5 942.1 943.0 946.2 954.7 961.6 972.8 982.9

EUR thousand

Compensation per employee 3.403 3.446 3.494 3.539 3.586 3.637 3.692 3.751 3.813 3.870 3.918 3.959

Per cent

Unemployment rate 5.5 4.8 4.8 4.7 4.5 4.6 4.3 4.1 4.1 3.9 4.0 3.7
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HOUSEHOLD’S DISPOSABLE INCOME

2001 2002 2003

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 15783.0 15960.6 16183.8 16432.7 16733.6 16919.0 17021.2 16971.2 17167.0 17209.5 17318.8 17447.8

Domestic transfers 5105.1 5226.0 5357.3 5499.0 5651.2 5772.6 5863.4 5923.4 5952.8 6024.6 6138.9 6295.7

External transfers 907.9 940.2 884.8 889.9 760.3 669.1 689.0 643.1 662.5 568.0 590.9 586.7

Corporate and property income 6972.4 7023.6 7070.6 7090.6 7057.4 7106.8 7211.9 7323.3 7501.9 7593.0 7672.7 7657.4

Direct taxes 1871.0 1892.8 1912.1 1929.1 1943.7 1948.1 1942.5 1926.7 1900.8 1887.3 1886.2 1897.5

Social Security contributions 4543.4 4598.8 4661.1 4730.3 4806.4 4871.1 4924.4 4966.3 4996.8 5043.3 5105.8 5184.4

Disposable income 22354.1 22658.8 22923.3 23252.7 23452.3 23648.2 23918.6 23968.0 24386.5 24464.5 24729.2 24905.7

LABOUR MARKET

2001 2002 2003

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 5309.8 5318.8 5343.1 5369.9 5383.6 5419.7 5439.4 5428.8 5455.3 5460.1 5461.0 5464.6

Total employment 5102.2 5106.6 5126.9 5152.2 5152.2 5163.6 5160.0 5112.2 5120.9 5116.8 5120.0 5118.3

Unemployment 207.6 212.2 216.2 217.6 231.4 256.2 279.4 316.6 334.4 343.3 341.0 346.4

Employment in full-time equivalent 4941.9 4951.1 4967.0 4984.0 5004.1 5004.1 4991.1 4940.7 4948.6 4932.8 4926.2 4912.4

Employees 3950.2 3958.4 3977.6 4001.8 4037.0 4046.3 4038.1 3994.6 3994.5 3978.6 3976.3 3974.5

Other forms of employment 991.6 992.7 989.4 982.2 967.0 957.9 953.0 946.1 954.1 954.2 949.9 937.8

EUR thousand

Compensation per employee 3.995 4.032 4.069 4.106 4.145 4.181 4.215 4.249 4.298 4.325 4.356 4.390

Per cent

Unemployment rate 3.9 4.0 4.0 4.1 4.3 4.7 5.1 5.8 6.1 6.3 6.2 6.3
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HOUSEHOLD’S DISPOSABLE INCOME

2004 2005 2006

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Current prices (EUR million)

Compensation of employees 17761.3 17932.8 18180.8 18415.2 18600.8 18785.2 19003.7 19112.8 19492.8 19604.5 19791.1 19804.9

Domestic transfers 6494.9 6664.0 6803.0 6911.9 6990.6 7087.0 7201.2 7333.0 7482.6 7614.7 7729.4 7826.6

External transfers 592.7 631.5 623.7 584.0 556.3 600.4 497.0 494.3 647.6 619.5 591.6 638.2

Corporate and property income 7585.3 7531.9 7493.5 7504.9 7511.9 7539.4 7532.6 7548.6 7518.0 7522.2 7525.2 7552.4

Direct taxes 1921.2 1944.6 1967.8 1990.7 2013.4 2041.0 2073.5 2110.9 2153.2 2187.7 2214.5 2233.4

Social Security contributions 5278.9 5365.8 5444.9 5516.3 5580.0 5641.5 5700.9 5758.1 5813.2 5871.7 5933.6 5998.9

Disposable income 25234.1 25449.9 25688.3 25909.0 26066.3 26329.5 26460.0 26619.8 27174.5 27301.5 27489.2 27589.7

LABOUR MARKET

2004 2005 2006

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

10
3

heads

Labour force 5467.8 5480.2 5496.3 5511.1 5521.8 5538.1 5553.9 5566.3 5574.0 5591.9 5597.9 5588.1

Total employment 5123.9 5119.8 5118.0 5133.7 5114.2 5124.0 5121.8 5134.4 5148.2 5169.7 5175.7 5148.3

Unemployment 343.9 360.4 378.4 377.3 407.6 414.1 432.1 431.9 425.8 422.2 422.2 439.7

Employment in full-time equivalent 4936.5 4924.2 4933.7 4944.3 4931.3 4932.7 4942.9 4930.9 4975.0 4969.8 4982.8 4952.4

Employees 4014.4 4017.1 4037.5 4052.2 4046.4 4053.6 4076.4 4079.1 4141.2 4148.7 4172.3 4152.5

Other forms of employment 922.1 907.1 896.3 892.1 884.9 879.0 866.4 851.8 833.9 821.0 810.5 799.8

EUR thousand

Compensation per employee 4.424 4.464 4.503 4.544 4.597 4.634 4.662 4.686 4.707 4.725 4.743 4.769

Per cent

Unemployment rate 6.3 6.6 6.9 6.8 7.4 7.5 7.8 7.8 7.6 7.6 7.5 7.9



January to June 2007

CHRONOLOGY OF MAJOR FINANCIAL MEASURES



January

4 January (Notice of Banco de Portu-

gal No 1/2007, Official Gazette No 5,

Series I)

Introduces changes in Notice of Banco de Portugal No 1/93, of 8

June 1993, extending to 31 December 2007 the transitional regimes

therein envisaged relating to the application of the solvency ratio.

10 January (Circular Letter of Banco

de Portugal No 2/2007/DET)

Following complaints by the public regarding some credit institu-

tions’ practice of refusing to carry out cash exchange operations,

makes known that credit institutions must perform over-the-counter

cash exchange operations, including to non-clients, within

reasonable amounts.

17 January (Instruction of Banco de

Portugal No 1/2007, distributed with

Circular Letter No 4/2007/DSB.

Establishes that the BPnet system shall be used for the supply of

information by entities subject to the supervision of Banco de Portu-

gal. This Instruction shall enter into force on 31 May 2007.

19 January (Instruction of Banco de

Portugal No 2/2007, distributed with

Circular Letter No 9/2007/DSB.

Provides for the supply of data on credit portfolio developments.

22 January (Decree-Law No 18/2007,

Ministry of Economy and Innovation,

Official Gazette No 15, Series I)

Establishes the value-date of any credit and debit entries in deposit

demand accounts and transfers in euro, and the respective effect

on the date on which funds become available for the beneficiary.

This decree-law shall enter into force on 15 March 2007. At the end

of the first year of validity of this decree-law, Banco de Portugal

shall prepare and publish a progress report on the impact of its

application.

February

2 February (Notice of Banco de Por-

tugal No 2/2007, Official Gazette No

28, Series I)

Amends Notice of Banco de Portugal No 11/2005 of 13 July, gov-

erning the general terms and conditions for the opening of bank de-

posit accounts.

6 February (Notice of Banco de Por-

tugal No 3/2007, Official Gazette No

30, Series I)

Harmonizes the procedures to be adopted by credit institutions re-

garding the compliance with the legal provisions governing the

availability of funds and the value date of movements in demand

deposit accounts, namely, the delivery of funds for deposit and cer-

tification, referred to in Decree-Law No 18/2007 of 22 January. This

Notice shall enter into force on 15 March 2007.

8 February (Notice of Banco de Por-

tugal No 2/2007, Official Gazette No

28, Series I)

Introduces changes in Notice of Banco de Portugal No 11/2005, of

21 July, relating to the general terms and conditions governing the

opening of demand deposit accounts. This Notice shall enter into

force on the 90th day following its publication.

12 February (Notice of Banco de Por-

tugal No 3/2007, Official Gazette No

30, Series I)

Provides clarification on banking operations outside the scope of

Decree-Law No 18/2007, of 22 January and lays down the treat-

ment to be given to funds delivered for deposit without the immedi-

ate certification of deposited amounts. This Notice shall enter into

force on 15 March 2007.
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20 February (Decree-Law No

39/2007, Official Gazette No 36, Se-

ries I)

Introduces a third amendment to Law No 5/98 of 31 January 1998,

which approves the Organic Law of the Banco de Portugal. Clarifies

a number of issues regarding the term of office of the members of

the Board of Directors of the Banco de Portugal, in line with the re-

vision of the Public Manager Statute (Estatuto do Gestor Público).

March

7 March (Decree-Law No 51/2007 of

the Economy and Innovation Minis-

try of 7 March, Official Gazette No

47, Series I)

Regulates the business activities of credit institutions and ensures

the transparency of information provided by them when credit

agreements are concluded for the purchase, construction and im-

provement of permanent or secondary residential property or resi-

dential leased property, as well as for the acquisition of land for the

construction of owner-occupied housing. The commission to be

charged on the total or partial repayment of the loan shall be ap-

plied on the principal to be repaid and shall not exceed 0.5% in

floating rate contracts, and 2% in fixed rate contracts. The criteria

used in the calculation of interest - 365-day count convention - are

also harmonised. At the end of the first year after entry into force of

this Decree-Law, the Banco de Portugal shall prepare and disclose

a report assessing the impact of its implementation. This

Decree-Law shall enter into force on the 30th day after its

publication.

15 March (Instruction of the Banco

de Portugal No 3/2007)

Amends Instruction No 26/2005 on prevention of the use of the fi-

nancial system for the purpose of money laundering and terrorist fi-

nancing (Official Bulletin No 3/2007).

April

3 April (Decree-Law No 103/2007,

Ministry of Finance and Public Ad-

ministration,  Official Gazette No 66,

Series I)

Transposes into Portuguese law Directive No 2006/49/EC of the

European Parliament and of the Council of 14 June 2006 on the

capital adequacy of investment firms and credit institutions.

3 April (Decree-Law No 104/2007,

Ministry of Finance and Public Ad-

ministration, Official Gazette No 66,

Series I)

Introduces the ninth amendment in the Legal Framework of Credit

Institutions and Financial Companies (Regime Geral das Institui-

ções de Crédito e Sociedades Financeiras) and transposes into

Portuguese law Directive No 2006/48/EC of the European Parlia-

ment and of the Council of 14 June 2006 relating to the taking up

and pursuit of the business of credit institutions.

18 April (Notice of Banco de Portugal

No 4/2007, Official Gazette No 82,

Series II)

Following the publication of Decree-Law No 104/2007 of 3 April,

which transposed into Portuguese law Directive 2006/48/EC of the

European Parliament and of the Council of 14 June, amends Notice

No 12/92, which lays down the main rules on the composition of the

own funds of credit institutions and financial companies, for the pur-

poses of calculating prudential ratios and limits.

18 April (Notice of Banco de Portugal

No 5/2007, Official Gazette No 82,

Series II)

Following the publication of Decree-Law No 104/2007 and De-

cree-Law No 103/2007 both of 3 April, which transposed into Portu-

guese law respectively Directive 2006/48/EC of the European Par-

liament and of the Council of 14 June and Directive 2006/49/EC of

the European Parliament and of the Council of 14 June, regulates

the calculation of the amount of own funds requirements of credit in-

stitutions and investment firms to cover credit risk.
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18 April (Notice of Banco de Portugal

No 6/2007, Official Gazette No 82,

Series II)

Following the publication of Decree-Law No 104/2007 and De-

cree-Law No 103/2007 both of 3 April, which transposed into Portu-

guese law respectively Directive 2006/48/EC of the European Par-

liament and of the Council of 14 June and Directive 2006/49/EC of

the European Parliament and of the Council of 14 June, sets out

the limits to the concentration of risks of credit institutions and finan-

cial companies, having their head office in Portugal – referred to in

Article 6 (1) (a) to (g) and (j) of the Legal Framework of Credit Insti-

tutions and Financial Companies, approved by Decree-Law No

298/92 of 31 December 1992 – and of the branches set up in Portu-

gal of credit institutions having their head office in non-European

Union countries.

18 April (Notice of Banco de Portugal

No 7/2007, Official Gazette No 82,

Series II)

Following the publication of Decree-Law No 104/2007 of 3 April,

which transposed into Portuguese law Directive 2006/48/EC of the

European Parliament and of the Council of 14 June, sets out the

methodologies for the calculation of the amount of own funds re-

quirements of credit institutions and investment firms to cover credit

risk in securitisation transactions.

18 April (Notice of Banco de Portugal

No 8/2007, Official Gazette No 82,

Series II)

Pursuant to Article 8 (1) (a) and (b) of Decree-Law No 103/2007 of

3 April, which transposed into Portuguese law Directive 2006/49/EC

of the European Parliament and of the Council of 14 June, lays

down the procedures to be adopted in the calculation of the amount

of own funds requirements to cover market risk.

18 April (Notice of Banco de Portugal

No 9/2007, Official Gazette No 82,

Series II)

Pursuant to Article 7 (1) (d) of Decree-Law No 104/2007 of 3 April,

which transposed into Portuguese law Directive 2006/48/EC of the

European Parliament and of the Council of 14 June, lays down the

procedures to be adopted in the calculation of the amount of own

funds requirements to cover operational risk.

18 April (Notice of Banco de Portugal

No 10/2007, Official Gazette No 82,

Series II)

Following the transposition of Directive 2006/48/EC and Directive

2006/49/EC both of the European Parliament and of the Council of

14 June, sets out a reference framework for the disclosure of infor-

mation by credit institutions and investment firms on risks and re-

spective assessment methods.

27 April (Commission Decision

2007/327/EC, OJ L 122)

Commission Decision on the clearance of the accounts of the pay-

ing agencies of Member States concerning expenditure financed by

the European Agricultural Guidance and Guarantee Fund (EAGGF),

Guarantee Section, for the 2006 financial year (notified under docu-

ment number C(2007) 1901).

30 April (Executive Order No

499/2007 of the Presidency of the

Council of Ministers, of the Ministry

of Finance and Public Administration

and of the Ministry of Justice, Offi-

cial Gazette No 83, Series I)

In accordance with the provisions set out in Article 4 (1), Article 6

(2) and Article 9 (1) and (2) of Decree-Law No 8/2007 of 17 Janu-

ary, lays down the rules on the reporting of simplified corporate data

by electronic means. In parallel, this Executive Order regulates the

way how the Ministry of Finance and Public Administration makes

available the information to be sent to the Ministry of Justice,

Instituto Nacional de Estatística (National Statistical Institute), and

Banco de Portugal.

30 April (Instruction of Banco de

Portugal No 9/2007, BNBP No

5/2007)

Lays down that the External Credit Assessment Institutions’ (ECAIs)

credit assessment may be used for the determination of the

risk-weighted exposure amounts and securitisation positions.
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30 April (Instruction of Banco de

Portugal No 10/2007, BNBP No

5/2007)

For the purposes of calculating risk-weighted exposure amounts, in-

dicates the recognised External Credit Assessment Institutions

(ECAIs), and determines with which credit quality step each credit

assessment shall be associated (mapping).

30 April (Instruction of Banco de

Portugal No 11/2007, BNBP No

5/2007)

Indicates the specific items of information that institutions shall

communicate to the Banco de Portugal for the purposes of compil-

ing the application for authorisation to use the Internal Ratings

Based Approach (IRB) (credit risk), the Standardised Approach and

the Advanced Measurement Approach (AMA) (operational risk).

30 April (Instruction of Banco de

Portugal No 12/2007, BNBP No

5/2007)

Sets out the procedures to be adopted (methodologies) in the inter-

nal validation process of rating systems.

30 April (Instruction of Banco de

Portugal No 13/2007, BNBP No

5/2007)

Regulates the involvement and implicit support in securitisation

transactions. Revokes Instruction No 1/2005, published in the Offi-

cial Bulletin No 3 of 15 March 2005, which however shall remain in

force until 31 December 2007, as regards the institutions exercising

the discretion laid down in Article 33 (1) of Decree-Law No

104/2007 of 3 April.

30 April (Instruction of Banco de

Portugal No 14/2007, BNBP No

5/2007)

Sets out the indices and correlated currency pairs and recognises

the eligible investment firms, stock exchanges and clearing houses

for the purposes of capital adequacy. Revokes Instruction No 23/97,

published in BNBP No 4 of 15 April 1997, which however shall re-

main in force until 31 December 2007, as regards the institutions

exercising the discretion laid down in Article 23 (1) of Decree-Law

No 103/2007 of 3 April, or in Article 33 (1) of Decree-Law No

104/2007 of 3 April.

30 April (Instruction of Banco de

Portugal No 15/2007, BNBP No

5/2007)

Lays down that institutions shall have an assessment process to

ensure that the internal capital is adequate to cover risks and that it

remains proportionate to the risk profile. This Instruction shall enter

into force on 1 January 2008 as regards the institutions exercising

the discretion laid down in Article 17 (5), Article 26 (4), or in Article

33 (1), all of Decree-Law No 104/2007 of 3 April.

30 April (Instruction of Banco de

Portugal No 17/2007, BNBP No

5/2007)

Defines risk concentration and sets out the different types of risk

monitoring by institutions.

30 April (Instruction of Banco de

Portugal No 18/2007, BNBP No

5/2007

Defines the legal framework for the carrying out of stress tests and

for the adoption of corrective measures. This Instruction shall enter

)into force on 1 January 2008, as regards the institutions covered

by the derogations foreseen in Articles 33 and 34 of Decree-Law No

104/2007 of 3 April and in Article 23 of Decree-Law No 103/2007 of

3 April.

May

8 May (Decree-Law No 171/2007 of

the Ministry of Economy and Innova-

tion, Official Gazette No 88, Series I)

Lays down the rules governing interest rate rounding when applied

to credit and financing contracts signed by credit institutions and fi-

nancial corporations not covered by the provisions laid down in De-

cree-Law No 240/2006 of 22 December. This Decree-Law shall ap-

ply to credit and financing contracts signed after its entry into force,
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as well as current contracts, regardless of the borrowed amount

and the purpose of the loan. With regard to current contracts, this

Decree-Law shall apply as from the date of interest rate refixing, for

rounding purposes, which should immediately follow its entry into

force. This Decree-Law shall enter into force on the 30th day

following its publication.

9 May (Decree-Law No 180/2007 of

the Ministry of Finance and Public

Administration, Official Gazette No

89, Series I)

Amends Decree-Law No 12/2006 of 20 January, regulating the set-

ting up and operation of pension funds and managing entities of

pension funds.

10 May (Decree-Law No 184/2007 of

the Ministry of Finance and Public

Administration, Official Gazette No

90, Series I)

Regulates the recycling of euro coins by all professional cash han-

dlers, transposing into Portuguese law Commission Recommenda-

tion of 27 May 2005 concerning authentication of euro coins and

handling of euro coins unfit for circulation. This Decree-Law shall

apply to credit institutions and other cash handlers, namely

cash-in-transit companies. Such entities shall submit information on

their recycling activity to Banco de Portugal, according to the

schedule defined by the bank.

11 May Decree-Law No 188/2007 of

the Ministry of Finance and Public

Administration, Official Gazette No

91, Series I

Harmonises the rules regarding the publication of accounting data

of entities subject to the supervision of Banco de Portugal and

Instituto de Seguros de Portugal (Portuguese Insurance Institute).

14 May (Decree-Law No 191/2007 of

the Ministry of Finance and Public

Administration, Official Gazette No

92, Series I)

Authorises the issue and sale by Imprensa Nacional - Casa da

Moeda (the Portuguese Mint) of two silver coins on the European

Year of Equal Opportunities for All and the 100th Anniversary of the

World Scouting, with a face value of €5, and sets their issue ceil-

ings at €537,500 and €800,000 respectively.

15 May (Instruction of Banco de Por-

tugal No 19/2007, BNBP 5/2007)

Lays down the rules and conditions to be complied with by credit in-

stitutions and individuals regarding the deposit and exchange of

banknotes damaged by anti-theft devices.

15 May (Instruction of Banco de Por-

tugal No 20/2007, BNBP 6/2007)

Establishes the places, timetables, rules and conditions according

to which euro banknotes may be deposited and withdrawn at Banco

de Portugal.

15 May (Decree-Law No 195/2007 of

the Ministry of Finance and Public

Administration, Official Gazette No

93, Series I)

Regulates the recycling of euro coins by all professional cash han-

dlers, as set forth in Council Regulation (EC) No 1338/2001 of 28

July laying down measures necessary for the protection of the euro

against counterfeiting, and the sorting of unfit notes. This De-

cree-Law shall apply to credit institutions and other cash handlers,

namely cash-in-transit companies. Recycling activity shall only be

carried out after a contract has been signed with Banco de

Portugal.

17 May (Notice of Banco de Portugal

No 11/2007, Official Gazette No 99,

Series II)

Amends Notice No 6/2003, which lays down the terms and condi-

tions of the publication of accounts of institutions subject to the su-

pervision of Banco de Portugal. This Notice shall enter into force on

the date of its publication, and applies to the publication of annual

accounts for the 2006 fiscal year.
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18 May (Notice of Banco de Portugal

No 12/2007, Official Gazette No 101,

Series II)

Determines that credit institutions shall allow individuals making

credit transfers through ATMs to see the name of the bank account

owner or the bank account number prior to the confirmation of the

transfers. This Notice shall enter into force 120 days following its

publication.

21 May (Circular Letter No

19/2007/DPG)

Requests credit institutions to submit to Banco de Portugal informa-

tion on the impact of the implementation of Decree-Law No 18/2007

of 22 January, which regulates issues relating to the value date of

overnight deposits and transfers made in Portugal and the corre-

sponding deadline for the provision of funds to the beneficiary.

23 May (Circular Letter No

41/07/DSBDR)

Expresses Banco de Portugal’s view on the interpretation of Article

8 of Decree-Law No 51/2007 of 7 March, with regard to expenses

or fees charged by institutions for the earlier repayment of housing

loans or the transfer of such loans to another institution.

28 May (Notice of Banco de Portugal

No 13/2007, Official Gazette No 107,

Series II)

Amends Notice No 3/2006, in order to render the internal control

system more effective and efficient.

June

1 June (Commission Regulation (EC)

No 610/2007, OJ L 141)

In the Annex to Regulation (EC) No 1725/2003, “International Fi-

nancial Reporting Interpretations Committee’s (IFRIC) Interpretation

10 Interim Financial Reporting and Impairment”, is inserted as set

out in the Annex to this Regulation. Each company shall apply

IFRIC 10, as set out in the Annex to this Regulation, as from the

commencement date of its 2007 financial year at the latest, except

for companies with a November or December commencement date

which shall apply IFRIC 10 as from the commencement date of the

2006 financial year at the latest. This Regulation shall enter into

force on the 3rd day following its publication in the Official Journal

of the European Union.

1 June 2007 (Commission Regulation

(EC) No 611/2007, OJ L 141)

In the Annex to Regulation (EC) No 1725/2003, “International Fi-

nancial Reporting Interpretations Committee’s (IFRIC) Interpretation

11 Interim Financial Reporting and Impairment”, is inserted as set

out in the Annex to this Regulation. Each company shall apply

IFRIC 11, as set out in the Annex to this Regulation, as from the

commencement date of its 2008 financial year at the latest, except

for companies with a January or February commencement date

which shall apply IFRIC 11 as from the commencement date of the

2009 financial year at the latest. This Regulation shall enter into

force on the 3rd day following its publication in the Official Journal

of the European Union.

5 June (2006 Annual Report and Ac-

counts Official Gazette No 108,

Series II)

Publishes the 2006 Annual Report and Accounts of Banco de Por-

tugal.

6 June (Circular Letter

No18/2007/DET)

Makes known on the procedures to be observed when signing a

contract with Banco de Portugal, resulting from the new legal frame-

work of euro banknotes recycling laid down in Decree-Law No

195/2007 of 15 May. It defines the contract model, provides for mi-

gration plans adaptable to the relatively prolonged transition period
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envisaged in that Decree-Law, and expresses the total availability

by Banco de Portugal for the co-operation, training and clarification

of any issues.
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