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Euro area real economy

GDP decomposition Manufacturing and services
(year-on-year percentage change and percentage point (diffusion indices; indices: February 2020 = 100)
contributions)

Private consumption m Investment a) Manufacturing b) Services
m Government consumption H Inventories = PMI output == PM| business activity
m Net exports OGDP PMI future output - PM| business expectations
3 - ——PMI orders PMI orders
Industrial production (rhs) = Retail trade (rhs)
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Sources: S&P Global and Eurostat.
The latest observations are for December 2022 for PMIs and October 2022 for industrial
production and retail trade.

Sources: Eurostat and ECB calculations.
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Supply bottlenecks

Supply bottlenecks indicators Decomposition of suppliers’ delivery times
(standard deviations) (diffusion index in deviation from trend)

s Demand

Global Supply Chain Pressure Index - NYFED

mmm Supply
Common component of Euro area supply bottlenecks indicators = Euro area PMI manufacturing suppliers' delivery times (actual-trend)
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Sources: Federal Reserve Bank of New York (NYFED), S&P Global, Harper Petersen (HARPEX) shipping cost index, European Commission, Eurostat and ECB calculations.

Notes: The common component in the left panel is computed using a dynamic factor model analysis on a range of supply bottlenecks indicators (see “Supply chain bottlenecks in the euro area and the United
States: where do we stand?”, Economic Bulletin, Issue 2, ECB, 2022). The SVAR model in the right panel shows the contribution of aggregate demand (due to demand and interest rate shocks) and aggregate
supply forces (due to supply-chain disruption, energy and other cost-push shocks), see also De Santis, R., Economic Bulletin, Issue 8, ECB, 2021. The model is identified using sign and narrative restrictions as in
Antolin Diaz, J. and Rubio-Ramirez, J.F., “Narrative Sign Restrictions for SVARs”, American Economic Review, Vol. 108, No 10, 2018, pp. 2802-2829.

The latest observations are for November 2022. 3 www.ecb.europa.eu®



Households

CES housing market perceptions
(percentage)

Housing investment
(quarter-on-quarter percentage changes;

Household expectations
(standardised percentage balances; contributions)

mmmmm ntentions to make major purchases over next 12 months
mmmmm General economic situation over next 12 months
= Financial situation over last 12 months
Financial situation over next 12 months
e Consumer confidence

COVID-19 .
Russia-

Ukraine war

-2

3 L
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Source: European Commission and ECB calculations.
Note: The indicators are standardised using the mean and standard
deviation over the period from January 2000 to November 2020.
The latest observation is for November 2022.
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e Housing as a good investment

Mortage rates expectations (rhs)
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Source: ECB Consumer Expectations Survey (CES).

Notes: The blue line shows the percentage of respondents who say
housing is a good or very good investment. The yellow line shows the
mean of the responses to the question: “In 12 months from now, what
do you think will be the interest rate on mortgages in the country you
currently live in?”

The latest observation is for October 2022.

balances indicators)

mmmm Housing investment
December 2022 BMPE
Construction PMI (rhs)

Construction PMI business expectations (rhs)
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Sources: Eurostat, S&P Global and December 2022 Broad
Macroeconomic Projection Exercise (BMPE).

Note: The PMI indicators are expressed as a difference from 50.

The latest observations are for the third quarter of 2022 for housing
investment and the fourth quarter of 2022 for PMIs (based on October

and November data).
www.ecb.europa.eu®



Goods trade balance
(in percentages of GDP)

== (Goods trade balance

B Non-energy trade balance - volume
Non-energy trade balance - prices

B Energy trade balance - volume
Energy trade balance - prices
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Sources: Eurostat, ECB and ECB calculations.

Note: The volume component is calculated by dividing nominal imports and exports by
import and export price growth with respect to 2010, for energy and non-energy sectors.
The GDP for the fourth quarter of 2022 is forecasted.

The latest observation is for October 2022.

Euro area terms of trade and energy

import prices
(left-hand scale: index, right-hand scale: ratio)

= Terms of trade (rhs)

Total energy import prices
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Sources: Eurostat.

Notes: The terms of trade are expressed as the ratio of export and import prices.
The latest observations are for October 2022.
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Labour markets

Employment growth

(percentage changes)

m Employment change Q4 19 - Q3 22
Total hours worked change Q4 19 - Q3 22

® Employment change Q2 22 - Q3 22 (rhs)
® Total hours worked change Q2 22 - Q3 22 (rhs)
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quarter-on-quarter percentage change between the second and third
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quarters of 2022. Countries ranked in ascending order of employment
growth for the period from the fourth quarter of 2019 to the third

quarter of 2022.
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Source: S&P Global Market Intelligence.
The latest observation is for November 2022.

Ratio of indeed job postings to
unemployment

(left-hand scale: percentage of the labour force; right-
hand scale: job postings per unemployed person)

m Unemployment rate, October 2022

Indeed job postings to unemployment ratio,
November 2022 (rhs)
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Sources: Indeed, Eurostat and ECB calculations.

Notes: Indeed job postings to unemployment ratio based on the largest
five euro area countries; job postings for November and unemployment
for October. Countries ranked in ascending order of the unemployment
rate.
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Fiscal measures

Euro area fiscal support Euro area energy measures: price vs income

(percent of GDP) and targeted vs untargeted support
(percent of total support in 2022 and 2023)

@ Total Dec. BMPE Discretionary financing

measures (Dec. BMPE) B Without impact on marginal cost of energy Targeted support

0 Energy/inflation measures (Dec. BMPE) consumption (income measure)

[l Not targeted

% Energyfinflation measures pre-war ¢ Total Sep. MPE M With impact on marginal cost of energy
(Dec. BMPE) consumption (price measure)
0 1.9 1.9 Other B other
1.5 80
60
1.0
40
0.5
0.5
0.2 0.2 20
7. B
2021 2022 2023 2024 2025 Income vs. price measures Degree of targeting

Sources: Working Group of Public Finances, December 2022 BMPE and ECB calculations.
Notes: The classification of budgetary policy measures to mitigate the impact of high energy prices on households and
firms is in line with the European Commission methodology and also reflects the Eurosystem staff assessment. The shares
are calculated based on the total policy measures in 2022 and 2023. The category “Other” includes measures such as
government purchases to fill gas storage. The degree of targeting refers to support targeted at vulnerable households and
firms. For households, a measure is considered targeted if there is some form of means testing. For firms, a measure is
considered targeted if it applies to specific energy-intensive activities as defined by the European Commission.

7 www.ecb.europa.eu®

Sources: December 2022 Broad Macroeconomic Projection Exercise (BMPE) and September 2022
Macroeconomic Projection Exercise (MPE), Working Group of Public Finances fiscal questionnaire.

Notes: The numbers above the bars represent fiscal stimulus (in terms of gross budget impact of measures).
The yellow lines show the discretionary financing measures, which take mainly the form of taxes on energy
companies and in some countries cuts in subsidies.



Fiscal projections and impact of the measures

Euro area fiscal projections and revisions

since September 2022 MPE

(percent of GDP)

December 2022 BMPE

Revisions since

September 2022 MPE

(percentage of GDP) (percentage points)

2019 2020 2021 2022 2023 2024 2025 2021 2022 2023 2024
Government budget balance 06 -70 -51:-35 -3.7 -27 26| 00 : 0.3 -09 0.0
Interest expenditure 1.6 1.5 1.5 17 17 18 18| 00 00 01 0.2
Primary balance 10 55 -36{-18 20 -10 -08| 00} 03 -07 0.2
Cyclical component 03 -22 -16:{-04 -04 -03 -01| 041 02 00 -01
Cyclically adjusted primary balance | 0.7 -34 -20 {-13 -16 -07 -07(-01}{ 02 -08 0.3
Gross debt 83.9 97.0 953 :91.5 90.6 89.2 88.0| -04 : -09 -0.1 -0.7
Interest rate-growth differential 12 54 5353 -26 -28 -23| 00 }-03 00 -05
Deficit-debt adjustment 01 22 -01{-03 -03 03 03]|-01;02 01 0.0
Fiscal stance 04 42 10 :05 -03 10 01| -01;: 04 -1.0 1.0
NGEU grants 00 00 03;05 05 04 03] 00;-01 -01 00

Sources: December 2022 BMPE and September 2022 MPE.
Notes: Fiscal stance is adjusted for Next Generation EU grants on the revenue side, which do not have a
macroeconomic impact. The cyclically adjusted primary balance is not adjusted for this factor to ensure consistency

with the (primary) budget balance figures.

Estimated impact of fiscal support
(percentage points)

I Real GDP growth
A |mpact total fiscal measures
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Source: ECB calculations based on structured questionnaire of Working Group of

Forecasting.

Notes: The bars show the impact of the energy support measures. The green triangles
show the impact of all discretionary fiscal measures included in the December 2022 BMPE

baseline.
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Inflation

Headline inflation, measures of underlying inflation, and inflation
projections and expectations

=== HICP inflation
Range of measures of underlying inflation
=== Survey of Monetary Analysts (Dec. 2022)

(annual percentage changes)

@ Survey of Professional Forecasters (Q4 2022)
Market-based indicators of inflation compensation (3 Jan. 2023)
@ December 2022 Eurosystem staff projections

12 -

t.oo.’

v ®

0 L
Jan-21 Jul-21

Jan-22 Jul-22

Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25 Dec-25

Sources: Eurostat and ECB calculations.

The latest observations are December 2022 (flash) for HICP and November 2022 for the range of measures of underlying inflation. The latest
observations for market-based indicators of inflation compensation are for 3 January 2023. The SPF data show expected annual percentage changes for
the year 2022, 2023 and 2024. The Survey of Monetary Analysts and the September 2022 ECB staff projections show quarterly forecasts. The cut-off
date for data included in the Eurosystem staff macroeconomic projections was 30 November.

www.ecb.europa.eu®



Relative prices

Price developments relative to HICP for different subcomponents
(index: December 2019 = 100)

== Energy == Goods
Food == Services
150
140
130
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80
Dec-19 Jun-20 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22

Source: Eurostat.

Notes: Seasonally adjusted data for HICP, food, goods and services. Seasonally adjusted series for energy are not available. The goods category here
only includes non-energy industrial goods (NEIG).

The latest observations are for December 2022 (flash).

10 www.ecb.europa.eu®



Wage developments

Negotiated wage growth in the euro area Forward-looking wage tracker
and the largest countries (annual percentage changes)
(annual percentage changes)
Germany Spain Share of workers covered (rhs) m Signed in Q1 2022
=France —ltaly Share of workers covered by new agreements (rhs) m Signed in Q2 2022
e Netherl . .
etherlands Euro area e \\/age tracker excl. France Signed in Q3 2022
Sr 5 e \\Vage tracker incl. France m Signed in Q4 2022
Forward-looking wage tracker excl. France Weighted average
4 | 4 Weighted average of agreements signed in 2022 of agreements
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Source: ECB. Sources: Calculated based on micro data on wage agreements provided by Deutsche
The latest observation is for the third quarter of 2022. Bundesbank, Banco de Espafia, the Dutch employer association (AWVN), Oesterreichische

Nationalbank, Bank of Greece, Banca d'ltalia and Banque de France. Data for France are based
on an updated version of: Gautier, E. (2022): “Negotiated wage rises for 2022: the results so far”.
Notes: Euro area aggregate based on Germany, Greece, Spain, France, ltaly, Austria and
Netherlands as of December 2022. In the bar chart, for France, the average wage increase

11 across quarters is used. www.ecb.europa.eu®



minal and real wages

Nominal and real wage growth (consumer wages)
(index: Q4 2020 = 100)

== Nominal compensation per employee

11 Real compensation per employee
Nominal compensation per hour
Real compensation per hour

107.5
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97.5 = -~y -~

-~

95.0 e
925
90.0

Q1 Q2 Q3 Q4 Q1 Q2 Q3

2021 2022

Sources: Eurostat and ECB staff calculations.
Notes: Real compensation per employee and per hour are calculated using HICP (consumer wages).
The latest observations are for the third quarter of 2022.
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Staff projections for inflation and growth

December 2022 Eurosystem staff

macroeconomic projections: inflation
(annual percentage changes)

=H|CP: annual average

¢ HICP: annual change at year-end
12 ¢

10 f L 2
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Source: December 2022 BMPE projections.

December 2022 Eurosystem staff

macroeconomic projections: real GDP
(annual percentage changes)

Real GDP: annual average
# Real GDP: annual change at year-end

2021 2022 2023 2024 2025
Source: December 2022 BMPE projections.
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Risk-free rates

€STR forward curve OIS term structure
(percentages per annum) (percentages per annum)
== Realised €STR GovC December 2021 @ govg September 2022
® GovC March 2022 ® GovC December 2022
_ €STR forward curve (December 21 GovC) ® Govs June 2022 ® Latest
€STR forward curve (Latest) 3.5

3.0 "\
3 25 O e
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Sources: Bloomberg, Refinitiv, and ECB calculations. Source: ECB calculations.

The latest observation is for 3 January 2023. Notes: The curves for the Governing Councils meetings refer to the day before the
respective Governing Council meeting.
The latest observation is for 3 January 2023.
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Real rates

Term structure of real forward rates
(percentages per annum)

mm December 2021 GovC B Change since December 2021 GovC
Latest (3 January 2023)
1.0 3.0
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3.0 0.0
1yly 1y2y 1y3y 1ydy 1ydy 1y6y 1y7y 1y8y 1y9y 1yly 1y2y 1y3y 1ydy 1ySy 1y6y 1y7y 1y8y 1yQy

Sources: Refinitiv and ECB calculations.

Notes: Real forward rates are calculated by subtracting the inflation-linked swap forward rates from the nominal OIS forward rates for
each maturity. The blue curve refers to the day before the December 2021 Governing Council meeting (14 Dec 2021).

The latest observation is for 3 January 2022.
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Cost of borrowing: households and firms

Cost of borrowing for households for

house purchase
(percentages per annum)

Germany Spain
Italy

Euro area
France

40 r
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Oct-19  Sep-21 Apr-22 Nov-22

Source: ECB (MIR statistics).

Notes: The indicator for the total cost of borrowing for households for house purchase is
calculated by aggregating short-term and long-term rates using a 24-month moving
average of new business volumes.

The latest observation is for November 2022.

Cost of borrowing for firms
(percentages per annum)

Euro area == Germany Spain
France Italy
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35 r

20

15 ¢

1.0 T T )
Oct-19 Sep-21 Apr-22 Nov-22

Source: ECB (MIR statistics).

Notes: The indicator for the total cost of borrowing for firms is calculated by aggregating

short-term and long-term rates using a 24-month moving average of new business

volumes.

The latest observation is for November 2022.
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Bank lending survey: loans to euro area firms

Credit standards and contributing factors

40

30

20

10

Q3 2020

(net percentages)

mmmm Other factors
= Banks' risk tolerance
Risk perceptions
s Competition
= Cost of funds and balance sheet constraints
—— Credit standards - actual
Credit standards - expected

Q4 2020
Q12021
Q2 2021
Q3 2021
Q4 2021
Q12022
Q2 2022
Q3 2022
Q4 2022

Source: ECB bank lending survey (BLS).
Notes: “Actual” values refer to changes reported by banks over the past three months, while “expected” values are changes anticipated by banks over the next three months. Net percentages for
the questions on credit standards are defined as the difference between the sum of the percentages of banks responding “tightened considerably” and “tightened somewhat” and the sum of the
percentages of banks responding “eased somewhat” and “eased considerably”. Net percentages for the questions on demand for loans are defined as the difference between the sum of the
percentages of banks responding “increased considerably” and “increased somewhat” and the sum of the percentages of banks responding “decreased somewhat” and “decreased considerably”.
The net percentages for “other factors” refer to further factors which were mentioned by banks as having contributed to changes in credit standards.

The latest observation is for the October 2022 BLS.
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Demand for loans and contributing factors

80
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Q3

(net percentages)

mmmm Use of alternative finance
= Other financing needs

General level of interest rates
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mmmm Fixed investment
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Bank lending survey: loans to euro area households for house purchase

Cre
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mmmm Other factors = Housing market prospects
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Source: ECB bank lending survey (BLS).

Notes: “Actual” values refer to changes reported by banks over the past three months, while “expected” values are changes anticipated by banks over the next three months. Net percentages for
the questions on credit standards are defined as the difference between the sum of the percentages of banks responding “tightened considerably” and “tightened somewhat” and the sum of the
percentages of banks responding “eased somewhat” and “eased considerably”. Net percentages for the questions on demand for loans are defined as the difference between the sum of the
percentages of banks responding “increased considerably” and “increased somewhat” and the sum of the percentages of banks responding “decreased somewhat” and “decreased considerably”.
The net percentages for “other factors” refer to further factors which were mentioned by banks as having contributed to changes in credit standards.

The latest observation is for the October 2022 BLS.
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Balance sheet

Targeted longer-term refinancing

operations
(EUR trillion)
mTLTROII TLTRO I
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2020 2021 2022 2023 2024 2025
Source: ECB.

Notes: Blue and yellow areas show outstanding amounts under the targeted longer-term
refinancing operations (TLTROs) in book amortised values. The solid yellow area depicts
a full repayment of all operations on the earliest possible date (25 January 2023). The
shaded yellow area shows the evolution of TLTROs if all funds are held until maturity.
The latest observation is for 3 January 2023.

APP and PEPP portfolio holdings

(EUR ftrillion)

mAPP PEPP
5
45 |
4l
35 f

2
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Source: ECB.

Notes: Blue and yellow bars show holdings under the asset purchase programme (APP)
and pandemic emergency purchase programme (PEPP) in book amortised values.

The latest observation is for December 2022.
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The December 2022 monetary policy decisions

Interest rate policy

*  “The Governing Council decided to raise the three key ECB interest rates by 50 basis points and, based on the
substantial upward revision to the inflation outlook, we expect to raise them further. In particular, we judge that
interest rates will still have to rise significantly at a steady pace to reach levels that are sufficiently restrictive to
ensure a timely return of inflation to our two per cent medium-term target.”

Balance sheet

*  “From the beginning of March 2023 onwards, the asset purchase programme (APP) portfolio will decline at a
measured and predictable pace, as the Eurosystem will not reinvest all of the principal payments from maturing
securities. The decline will amount to €15 billion per month on average until the end of the second quarter of
2023 and its subsequent pace will be determined over time.”

20 www.ecb.europa.eu®
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