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Sources: ECB, Eurostat and Consensus Economics.
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As you can see on this chart, since the beginning of EMU long-term inflation expectations, as measured by surveys, have remained firmly anchored at levels consistent with our definition of price stability. You may in particular observe that the 2003 clarification lead inflation expectations to levels below, but close to 2%. 

Since the launch of the euro, the average inflation has been slightly above 2%. This means that for ten years price stability has been achieved. This is a remarkable result especially when one takes into account the track record of the euro area countries before the euro where average inflation in the decades before the euro was significantly higher. This is an even more remarkable result when one takes into account all the shocks that have marked the period. 


Economic recovery in the euro area

Chart A Euro area GDP across recoveries
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Sources: Eawostat, AWM database and ECE =staff calrulatons.




Unemployment in the euro area

(% of the labour force; seasonally adjusted)
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Macroeconomic projections from ECB

staff

Table A Macroeconomic projections for the euro area

(venge aonal percentge changs)
2010 2011 012
HICP 1.6 10-16 10-24
Real GDP .7 |.3-211 08-28
Private consumption 0.7 06-14 04-22
Government consumption 048 0.3-05 05-09
Gross fixed capital formation 0.8 04-34 0.7-55
Exports (goods and services) 10.9 49-95 30-92
Imports (goods and services) 9.0 35-77 18-64
1) The projections for real GDP and its components are based on working day-sdjusted data. The projections for imports and exports
mclude infra-euro area frade.

2) The data refer o the euo area inclnding Fstonia, except for the HICP ata in 2010. The average annual percentage change for the HICP
in 2011 is based on 2 euro area composition in 2010 that already includes Extonia
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Since the launch of the euro the increase in the real price of oil has been of a similar magnitude as that experienced in the 1970s. Roughly speaking the real price of oil has been multiplied by about eight since 1999. So, even if the time pattern of real oil price increase over the last ten year is not similar with that of the 1970s, when the 1973 and 1979 oil crises brought about sharp increases, let’s say jumps in oil prices.



End date of data: November 2008.
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Oil price developments

= Brent crude oil (in USD/barrel; left-hand scale)

== commodities excluding energy (in USD; index: 2010=100; right-hand scale)
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® Central bank interest rates in the euro

area

— main refinancing rate / minimum bid rate
— overnight interest rate / EONIA

— deposit rate

— marginal lending rate
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As you can see on this chart, since the beginning of EMU long-term inflation expectations, as measured by surveys, have remained firmly anchored at levels consistent with our definition of price stability. You may in particular observe that the 2003 clarification lead inflation expectations to levels below, but close to 2%. 
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Interest rate spreads in interbank trading
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Public deficits and government debt ratios

General government budget balance General government gross debt
(2004-2012, as a percentage of GDP) (2004-2012, as a percentage of GDP)
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Reforms to the financial regulatory and

supervisory frameworks - initial steps

* Agreement on a new regulatory framework (“Basel lII”’)
 Reform of European financial supervision:

|. Establishment of three new European supervisory
authorities for banking, insurance and financial markets

2. Establishment of the European Systemic Risk Board (ESRB)
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Reforms to the financial regulatory and

supervisory frameworks - the next steps

|. Wider casting of the regulatory net

2. Greater transparency as regards over-the-counter
trades

3. Banks to assume responsibility (e.g. corporate
governance)
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Further efforts required from the perspective of

the ECB

Fiscal surveillance

» Sanctions should be triggered automatically.

* Clearly defined regulations for reducing debt ratios are required.
Macroeconomic surveillance

* Clearly defined financial sanctions are required.

* Surveillance must target euro area countries which continue to
suffer from losses in competitiveness and high current account

deficits.

* The procedure needs more transparent and more effective trigger

mechanisms.
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Three-point programme to safeguard the

euro.

* Sound fiscal policy

* Sustainable economic growth

* A stable financial system
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