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l. A strong fall



It’s not the end of the crisis

Change between FRA | DEU ITA JPN USA | GBR | SPAIN
201092 & 2008g1

GDP per capita (%) 35 | 23| -71 | 45 | 32 | -5.8 | -6.0
GDP (%) 22 | 27 | 56 | 43 | ‘1.1 | 45 | 4.6

Unemployment (point) | +2.1 | -0.6 | +2.2 | +1.4 | +49 | +2.6 | +10.8




End of free fall, hard landing

GDP per head, 2005 $, ppp from World Bank, OFCE forecast
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In Europe, variance increases
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Annual OECD output gap (Output gap in 2007=0), 2000-2009 plus OECD

projections for 2010 & 2011
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Source: OECD Economic Outlook.



The global recovery will remain moderate

OECD area, unless noted otherwise

Averags 210 2041 22
1000-2007 2008 2009 2040 2044 2042 04/ od
Par cenit
Real GDP growth' 2.7 03 B4 28 23 2B 27 24 30
United States 3.0 0o 26 27 22 31 23 26 3.4
Euro araa 2.3 03 41 1.7 1.7 2.0 2.1 1.7 2.1
Japan 1.2 12 S22 a7 17 13 332 13 1.6
Cutput gap™ 0.3 00 47 -35 28 -24
Unemployment rate® 6.4 G0 2.1 2.3 2.1 7.8 2.3 7.9 1.3
Inflation® 2.8 a2 06 18 15 1.4 1.7 14 1.4
Fiscal balance® 2.0 a3 7O -TE  -B1 47
Memorandum ltems
Werld real trade growth B.8 21 -111 123 83 81 118 7.8 83
Weorld real GDP growth® 3.8 26 1.0 48 42 46 45 44 48

1. Year<on=year increase; last thres columns show the increaze over a year sarfsr,

2. Per ceant of potential GDP.

3. Parcent of labour fores.

4. Private consurmnption deflator. Year-on-year increase; last 3 columns show the increass over a year eatfiar.
5. Percent of GDP.

6. Moving nominal GOP weights, using purchasing power paritiss.

Sourca: OECD Economic Oulle=ck 88 datsbase.



Il. Underlying long run causes



Average yearly growth of income minus growth of total average

income. Mid-1980s to mid-2000s
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Number of tax brackets and marginal income tax rates

1981 1991 2001 2008

France Number of Brackets 12 12 6 4
Minimum Rate 60% 56.8% 52.75% 40%

Germany Number of Brackets 2 2 2 2
Minimum rate 56% 53% 48.5% 45%

Italy Number of Brackets 32 7 5 5
Minimum Rate 2% 50% 45% 43%

US Number of Brackets 16 2 5 5
Minimum Rate 70% 31% 39.1% 35%

Central government rates*
Source : OECD Tax Database. Calculations of the authors
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Global imbalances will remain pronounced

Current account balance, in per cent of GDP
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Source : OECD Economic Outlook 88 Database. 2010
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11l. « En route » towards deflation
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Growth perspectives are positive, but...

Weight on PGDP in volume

total 2009 2010 2011
Germany 4,4 4.7 3.4 2.5
France 3,2 -2.5 1.7 1.6
Italy 2,8 -5.1 1.1 1.2
Spain 2,1 -3.7 -0.2 0.4
Netherlands 1,0 -3.9 1.9 1.8
Belgium 0,6 -2.7 2.0 1.8
Austria 0,6 -8.1 2.2 2.1
Finland 0,5 -3.8 1.4 1.6
Portugal 0,4 -2.6 1.5 0.7
Greece 0,3 -2.0 -3.6 2.4
Irland 0,3 -7.6 -0.5 1.1
Euro zone 16.4 -4.0 1.7 1.7
Great Britain 3.4 -5.0 1.7 1.4
UE (27) 23.3 -4.1 1.7 1.7
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Growth perspectives are positive, but...

Weight on GDP in volume

total 2009 2010 2011
USA 21.8 -2.6 2.6 1.7
Japan 6.7 -5.2 3.1 1.8
Industrial countries 56.3 -3.5 2.2 1.7
Russia 3.2 -7.9 4.5 4.6
China 11.0 9.1 10.0 9.2
Other asiatic countries 13.2 2.8 8.1 6.7
Latin America 7.9 -2.3 6.2 3.7
Africa 3.4 2.6 5.0 5.5
Middle East 2,5 2.0 4.1 5.1
World 100 -1.0 4.5 3.7
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Exchange rate volatility
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Has business investmen

started to pick up?
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Unemployment rates remain high
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Unemployment and estimated MAIRU in the OECD area
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Source : OECD Economic Outlook 88 Database. 2010
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Underlying inflation is set to remain subdued

12-month percentage change

United States
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Underlying inflation is set to remain subdued

12-month percentage change

Euro area
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Underlying inflation is set to remain subdued

12-month percentage change

Japan
Yo Yo
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Hote: POE deflator refers to the deflator of personal consumption expenditures, HIZF to the harmonised index of consumer prices and
CFI to the consurmer prics Index.

Source : OECD Economic Outlook 88 Database. 2010
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10

The liquidity trap: Measures of risk

taux privés (ttes maturités, source datastream) - taux public a 1 an
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No more financing for firms

40

flux cumulé sur 4 trimestres (en % de la VA des SNF cumulé sur 4 trimestres)
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| Actions non cotées Actions cotées Titres de créances Crédits (hors zone euro) Crédits (zone euro)
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Banks in some euro area countries have become dependent on central
bank facilities

Liquidity provided by the central bank as per cent of total assets of monetary and financial institutions
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Source : ECB and respective national central banks.
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Will fiscal positions improve in coming years?
Per cent of GDP/Potential GDP

2008 2008 2010 2011 2012

United States

Actual balance £3 -113 105 -88  -5.8

Underlying balance® 58 88 B8 78 B0

Underlying primary balance® 42 74 70 -58 3.8

(zroge financial liabilitias M1 844 028 0B 1014
Japan

Actual balance 2.1 -7 -T.7 75 7.3

Underlying balance® 25 57 -7 B4 B3

Underlying primary balance® 268 -47 55 53 47

Gross financial liabilties 1739 1928 1984 2042 2102
Euro ares

Actual balance 2.0 6.2 6.3 -4.6 25

Underlying balance® 21 -4 -39 28 22

Underlying primary balance® 06  -1.7  -14  -0.3 0.5

Gross financial liabilties TGO 8.2 o916 o4.8 05,3
OECD!

Actual balance 3.3 -7.a -T.E -1 4.7

Underlying balance® 37 62 -6 52 4.2

Underlying primary balance® 240 47 -4.4 -23 2.1

Gross financial liabilties 721 a0, & 969 1007 1028

Mote: Actual balances and liabiliies a=in pereeant of nominal GOP. Urderlying balances ars in per cent of
potential GOP. The underying primary balance is the underying balance excluding the impact of the net
dabt intersst payrments.

1. Total DECD excludes Mexico and Turkey.

2 Fiscal balanzes adjusted for the oydle and for ore-offs.

Source: OECD Ezoromiz Cullook 85 database,



Yields on lon

\S

¢—I-
o

-vvv

rvati

erm

government bonds

n: 12 November 2010

1980 {982 1994 {096

Source : Datastream.

] ] ] 1 ] 1

27



The « insufficiency » of fiscal expansion
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Fiscal impulse had a positive impact on activity in all zones. Stimulation was lower than negative shock.
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The « insufficiency » of fiscal expansion : Europe
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V. The Iltalian Puzzle

GDP per capita dynamics (average rates of growth)

Italy EuroArea  USA France  Germany UK Spain Japan
1951-60 54 4,3 1,8 3,7 7,1 2,3 3,5 7,6
1961-70 49 3,7 3,0 4,4 3,5 2,2 6,3 8,9
1971-80 3,1 2,4 2,2 2,1 2,1 1,8 2,4 3,3
1981-90 2.3 1,8 2,2 1,9 1,2 2,5 2,6 3,4
1991-00 1,6 2,1 2,2 1,6 1,8 2,2 2,4 1,0
2001-09 -0/4 0,5 0,6 0,5 0,3 1,1 1,0 0,3

Source: Confindustria 2010
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