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Supportive poli

Reduced financing costs & improved access to credit
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INncreasingly challenging external environment

Global GDP and composite PMI

q-0-0% index > 50 = expansion
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Growth contribution from emerging markets
mmmm Growth contribution from advanced economies
—— Composite PMI - emerging markets (rhs)

—— Composite PMI - advances economies (rhs)

Source: OECD, IMF, EUROSTAT, and national statistical institutes for GDP, JPMorgan/Markit for PMI. 4
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The first-quarter: a headache

Euro area hard data
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(slowly) improving labour market
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Employment, GDP growth, hours worked
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Private consumption to lose momentum

Private consumption and real disposable income
euro area, goq annualised
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Conditions In place for investment rebound
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Staying the course (but not accelerating)

GDP growth and demand components

euro area

| pps.

Shock decomposition from an estimated model
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Box: US and euro area recovery compared

Historical shock decomposition, euro area Historical shock decomposition, US
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Structural frictions — GDP growth rate (v-0-y%) Structural frictions = GDP growth rate (v-0-y%)
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Box: Secular Stagnation

Euro-area GDP: pre-crisis trend and post-crisis outcome
(as deviation from trend)

15 ry-0-v%
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= Model
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Inflation still driven by oil prices

Core and headline inflation
euro area

i forecast
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Energy and unprocessed food (pps.)
Other components (core inflation ) (pps.)
——HICP, all items
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Box: a scenario of generalised border controls

Direct costs Indirect costs
(waiting at the border) (change of behaviour)
» (Goods transport » cross-border travel
» Passenger mobility = production chains

= Administrative costs = volume of trade

» Total: EUR 5bn —18bn p.a. > Total: EUR 20bn —55 bn
over 10 years
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Risks to the growth outlook

(-) Deeper slowdown in EMEs
(-) Uncertainty, Financial stability
(-) Geopolitical tensions

(-) Multiple Policy challenges within Europe

(+) Larger impact of monetary policy
(+) Stronger rebound in global growth

(+) Impact of structural reforms
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