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 This document is a companion piece to Global Economic Outlook and Strategy - 
February 2013 and contains more detailed quarterly economic forecasts for the main 
European economies to end 2014. 

 Long-Term Forecasts: Figures 19-20 give Citi forecasts to 2017 for GDP growth, CPI 
inflation, current balance, fiscal balance, primary balance and government debt. 

 Forecasts compared: Tables 21-23 compare our forecasts for GDP, deficits and debt 
with those of the European Commission, the IMF and OECD. 

 We believe that the EMU crisis is not over. Further deep recessions are likely this 
year in all periphery countries bar Ireland. Hence, even with recent reductions in official 
borrowing costs, periphery countries have high and rising debt/GDP ratios, while the 
Italian election highlights the political difficulties of implementing austerity and reforms 
in the face of recession. Cyprus is likely to request a full standard Troika programme in 
the near term. We expect that Italy, Spain, Portugal and Ireland will all request ECCL 
programmes in the next 12-18 months (thus becoming eligible for the ECB’s OMT 
facility) — and the indecisive election could lead Italy to enter a programme in the next 
few months. Some form of debt restructuring remains likely for Cyprus (nearterm) plus 
(further ahead) Portugal, Italy, Spain and Greece. This could be a varying mix of OSI 
(eg longer maturities, lower coupons on official loans, or interest holidays), and PSI 
(including bank creditors and/or sovereign debt). We no longer expect PSI for Ireland’s 
sovereign debt in coming years. We continue to expect that Greece will probably exit 
EMU eventually.  

 Sovereign Ratings: Other ratings agencies are likely to follow Moody’s and 
downgrade the UK in 2013. With the weak economy, the UK will probably also be put 
on negative outlook over the next 2-3 years in preparation for a second downgrade, 
especially if political trends cast doubt on the UK’s medium-term commitment to fiscal 
consolidation. We expect that Moody’s will return Ireland to investment grade this year, 
but the Netherlands will probably be put on negative watch this year. 

Figure 1. Short-Term Interest Rates (Percent), 2012-17F 

 History Forecast 
 2012 2013 2014 2015 2016 2017 
Euro Area 0.88 0.44 0.25 0.25 0.31 0.75 
Denmark 0.43 0.10 0.20 0.40 0.60 1.00 
Norway 1.60 1.60 1.80 2.30 2.80 3.30 
Sweden 1.45 0.80 0.80 1.00 1.70 2.30 
Switzerland 0.00 0.00 0.00 0.00 0.00 0.00 
United Kingdom 0.50 0.50 0.50 0.50 0.50 1.04  

Source: Citi Research 
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Euro Area 

We are revising up our GDP growth forecast again by one tenth for 2013 and 
2014, mainly reflecting a more upbeat view on Germany. However, sentiment 
data show that the gap between Germany and the rest of the euro area remains 
large, with little sign of positive contagion into real economic activity in periphery 
countries. (But see Euro Economics Weekly - Global Export Bounce: Greece, 
Ireland & Spain Set to Outperform.) The Irish promissory notes deal showed the 
ECB’s willingness to accept modifications to existing arrangements to support 
periphery countries, which reduce the likelihood of PSI. But some politicians seem 
more willing to bail-in bank creditors - the treatment of sovereign creditors vs. bank 
creditors in the case of Cyprus will probably give more insight. Looking forward, the 
core country aim for broader bail-in of bank bond holders once a common bank 
restructuring framework is in place and the planned introduction of a Financial 
Transaction Tax in 11 EA countries suggest that the financial sector will have to 
make a larger contribution to help restore EMU countries to fiscal sustainability.  

By introducing “weaker than expected exports” as a downside risk to economic 
growth and “the appreciation of the euro exchange rate” as a downside risk to price 
stability, the ECB made clear that it is likely to react to further euro strength. In our 
view, the ECB is unlikely to provide Fed-style guidance that rates will stay low, or to 
introduce quantitative easing measures, while the activation of the OMT depends on 
government action. In our view, new multi-year LTROs are only likely if there is 
severe market stress and broad-based QE is only likely if there are clear deflation 
risks. With ongoing economic weakness and modest reduction of excess liquidity 
because of the 3Y LTRO repayments, we expect the ECB to cut the refi rate by 
25bp in 2Q. We expect another cut to 0.25% by the year end, probably joined by a 
cut in the deposit rate to -0.25%.  

Figure 2. Euro Area – Economic Forecasts, 2012-14F 

 History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY -0.5 -0.5 -0.3  -0.1 -0.5 -0.6 -0.9 -0.8 -0.6 -0.6 -0.1 -0.4 -0.4 -0.4 0.2 

QQ SAAR     -0.1 -0.7 -0.3 -2.3 0.0 0.1 -0.1 -0.5 -1.0 -0.1 0.1 1.7 
Final Domestic Demand YY -1.5 -1.0 -0.3  -1.1 -1.5 -1.6 -1.7 -1.5 -1.0 -0.9 -0.6 -0.6 -0.5 -0.3 0.2 
Private Consumption YY -1.2 -0.7 0.2  -1.1 -1.1 -1.4 -1.2 -1.2 -0.8 -0.7 -0.2 -0.1 0.0 0.3 0.5 
Public Consumption YY -0.2 -0.7 -0.4  -0.1 -0.2 -0.1 -0.2 -0.5 -0.6 -0.7 -1.0 -0.9 -0.7 -0.4 0.5 
Fixed Investment YY -3.8 -2.2 -1.8  -2.5 -3.9 -4.2 -4.8 -3.5 -2.1 -1.8 -1.3 -2.1 -1.9 -2.0 -0.9 
--  Business Equipment YY -4.6 -2.1 -2.5  -2.1 -4.6 -5.7 -6.1 -3.9 -2.0 -1.3 -1.1 -2.7 -2.6 -3.1 -1.7 
--  Construction YY -3.1 -2.1 -1.2  -2.8 -3.4 -2.9 -3.3 -2.9 -1.9 -2.0 -1.8 -1.8 -1.5 -1.0 -0.2 
Stocks (Contrib. to YY GDP Growth)  -0.3 -0.2 0.0  -0.3 -0.5 -0.4 -0.1 -0.2 -0.3 -0.1 -0.1 -0.1 0.0 0.0 0.0 
Exports of Goods and Services YY 2.8 2.0 0.6  2.4 3.5 3.0 2.1 2.7 1.7 1.4 2.4 1.0 0.3 0.1 1.0 
Imports of Goods and Services YY -0.7 0.4 0.0  -1.1 -0.6 -0.7 -0.3 0.5 0.1 0.0 0.9 -0.1 -0.3 -0.2 0.7 
Consumer Prices YY 2.5 1.7 1.5  2.7 2.5 2.5 2.3 1.8 1.7 1.8 1.5 1.6 1.5 1.4 1.4 
Core CPI YY 1.5 1.1 1.2  1.5 1.6 1.6 1.5 1.1 1.0 1.3 1.1 1.3 1.3 1.1 1.0 
CPI Ex Energy and Unprocessed Food YY 1.8 1.2 1.3  1.9 1.8 1.7 1.6 1.1 1.2 1.3 1.2 1.4 1.4 1.2 1.2 
Unemployment Rate YY 11.4 12.0 12.2  10.9 11.3 11.5 11.7 11.8 11.9 12.0 12.1 12.2 12.2 12.3 12.3 
Current Account Balance € bn 116.1 284.2 328.6              

% GDP 1.2 3.0 3.4              
General Government Balance € bn -316.8 -258.1 -232.8              

% GDP -3.3 -2.7 -2.4              
Primary Balance % GDP -0.3 0.4 0.6              
General Government Debt € bn 8739.3 9120.3 9124.1              

% GDP 92.1 94.8 93.5              
Gross Operating Surplus YY -0.1 0.0 0.2              
ECB Refi Rate (Ann Avg, then qtr-end) % 0.88 0.44 0.25  1.00 0.75 0.75 0.75 0.75 0.50 0.25 0.25 0.25 0.25 0.25 0.25 
Ten-year Bund yield (Period Avg.) % 1.57 1.56 1.60  1.88 1.49 1.41 1.43 1.57 1.40 1.75 1.55 1.35 1.55 NA NA 
EUR-USD FX Rate (Ann Avg, then qtr-end)  1.28 1.33 1.30  1.33 1.26 1.29 1.32 1.33 1.33 1.32 1.31 1.31 1.31 1.3 1.30  

Note: Percentage changes unless indicated. Annual data are period averages. Sources: ECB, Eurostat and Citi Researc 
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Germany 

We are revising up our GDP forecast for 2013 and 2014 by 0.3pp for each year. The 
recent gains in lead guides suggest that, after GDP fell in 4Q, the recovery in H1-
2013 will be stronger than we expected, helped by domestic demand and, assuming 
a further recovery in global demand and only modest euro appreciation, continued 
export gains. Political stalemate is likely until the September 22 General Election. 
We expect that Angela Merkel will stay as Chancellor, but probably with a different 
coalition partner. 

Figure 3. Germany – Economic Forecasts, 2012-14F 

 History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY 0.9 0.8 0.8  1.2 1.0 0.9 0.4 0.6 0.7 0.5 1.4 0.8 0.6 0.7 1.0 

QQ SAAR     2.0 1.1 0.9 -2.4 2.6 1.6 0.4 1.0 0.1 0.8 1.0 2.0 
Final Domestic Demand YY 0.3 0.9 1.1  0.9 0.7 -0.2 -0.3 0.2 0.9 1.0 1.4 1.0 1.0 1.1 1.3 

QQ SAAR     0.1 -1.3 0.2 0.0 2.0 1.6 0.6 1.5 0.4 1.7 0.7 2.2 
Private Consumption YY 0.6 1.1 0.9  0.6 1.3 0.0 0.4 0.8 1.0 1.1 1.5 1.1 0.7 0.9 0.8 

QQ SAAR     0.6 0.7 0.0 0.3 2.2 1.6 0.3 2.0 0.4 0.0 1.1 1.8 
Public Consumption YY 1.4 1.1 0.9  1.8 0.9 1.4 1.4 1.1 1.6 1.0 0.7 0.7 0.8 1.0 1.2 

QQ SAAR     2.4 -1.4 2.9 1.6 1.2 0.8 0.4 0.4 1.2 1.2 1.2 1.2 
Fixed Investment YY -2.0 -0.1 2.0  0.5 -1.7 -2.6 -4.0 -2.6 -0.1 0.8 1.8 1.2 2.5 1.8 2.7 

QQ SAAR     -3.9 -7.4 -1.8 -2.9 2.0 2.5 1.6 0.9 -0.4 7.9 -1.2 4.9 
--  Business Equipment YY -4.1 -2.5 0.5  1.3 -2.8 -6.5 -8.1 -6.5 -3.1 -0.9 0.7 -0.7 1.2 -0.4 1.8 

QQ SAAR     -4.5 -11.6 -8.6 -7.5 2.3 2.1 0.1 -1.6 -3.4 10.1 -6.0 7.4 
--  Construction YY -0.9 1.6 3.2  -0.4 -1.4 -0.1 -1.6 -0.4 1.8 1.9 2.9 2.8 3.4 3.5 3.3 

QQ SAAR     -3.3 -5.4 2.9 -0.4 1.6 3.2 3.4 3.6 1.1 5.6 3.7 2.9 
Stocks (Contrib. to YY GDP Growth)  -0.5 -0.1 -0.1  -0.2 -0.1 -0.3 0.2 -0.1 -0.1 0.0 0.0 -0.1 0.0 0.0 0.0 
Exports of Goods and Services YY 4.3 2.5 1.3  2.9 5.7 5.1 3.4 4.1 1.8 0.8 3.3 1.9 0.9 1.0 1.6 

QQ SAAR     3.0 13.8 6.1 -7.9 5.9 3.7 2.0 1.6 0.2 -0.3 2.7 3.8 
Imports of Goods and Services YY 2.2 2.8 1.9  2.7 2.8 1.7 1.5 3.5 2.0 2.2 3.4 2.3 1.8 1.6 2.0 

QQ SAAR     -2.9 9.5 2.6 -2.6 4.7 3.6 3.1 2.4 0.3 1.7 2.1 4.1 
Net Exports (Contrib. to YY GDP Growth)  1.2 0.1 -0.2  0.7 0.7 0.5 -0.8 0.2 0.1 -0.1 -0.1 0.0 -0.2 0.1 0.0 
Consumer Prices YY 2.0 1.9 2.3  2.1 1.9 2.0 2.0 1.8 2.1 2.1 1.6 2.2 2.1 2.3 2.4 
Compensation per Employee YY 2.8 3.2 2.9  2.5 2.7 2.9 3.0 3.3 3.2 3.1 3.0 2.9 2.9 3.0 3.0 
Employment Growth YY 1.1 0.2 0.4  1.4 1.2 1.1 0.8 0.4 0.1 0.1 0.2 0.3 0.6 0.4 0.3 
Unemployment Rate (ILO) % 5.5 5.4 5.4  5.5 5.5 5.5 5.4 5.4 5.5 5.4 5.4 5.4 5.3 5.4 5.5 
Current Account Balance € bn 167.0 159.7 149.6              

% GDP 6.3 5.9 5.4              
General Government Balance € bn 4.4 -4.0 -7.7              

% GDP 0.2 -0.1 -0.3              
Primary Balance % GDP 2.4 2.0 1.6              
General Government Debt € bn 2175.1 2187.6 2205.0              

% GDP 82.9 81.8 80.7              
Gross Trading Profits YY -1.9 -2.1 -2.1  2.1 0.8 -4.0 -6.6 -9.7 -8.1 -0.3 10.8 -8.0 0.4 -0.6 -0.2  

Note: Percentage changes unless indicated. Annual data are period averages. Sources: ECB, Eurostat, Destatis and Citi Research 
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France 

French politicians have been voicing concerns about risks of excess euro strength, 
we suspect partly to justify the downward revision to the 2013 GDP baseline that 
will likely be formalised in late March. Given the government’s reluctance to tighten 
fiscal policy further (the structural budget deficit effort for 2013 will be around 1.8% 
of GDP), the 3% of GDP budget deficit target will probably be missed. The 
European Commission's 0.1% French 2013 GDP forecast appears weak enough for 
France to qualify for an extension of the timeframe to exit the "excessive deficit 
procedure". Assuming that a sizeable fiscal consolidation effort is maintained and 
expenditure cuts are detailed sufficiently for 2014 and beyond, we expect that 
France will likely be given an extra year until 2014 to bring its budget deficit to below 
3% of GDP. But the need for a further sizeable structural budget deficit reduction 
effort will dampen GDP growth going forward. 

 

Figure 4. France – Economic Forecasts, 2012-14F 

  History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY 0.0 -0.2 0.2  0.2 0.1 0.0 -0.3 -0.4 -0.2 -0.3 0.0 0.0 0.2 0.3 0.5 

QQ SAAR     -0.4 -0.4 0.6 -1.1 -0.5 0.1 0.3 0.1 -0.5 0.8 0.8 0.9 
Final Domestic Demand YY 0.3 0.0 0.2  0.1 0.6 0.5 0.2 0.1 0.0 -0.1 0.0 0.0 0.2 0.3 0.4 

QQ SAAR     0.0 0.2 0.6 0.0 -0.4 -0.1 0.1 0.3 -0.2 0.6 0.6 0.7 
Private Consumption YY 0.0 0.1 0.1  -0.6 0.1 0.1 0.4 0.2 0.3 0.1 0.0 -0.1 0.0 0.1 0.2 

QQ SAAR     0.4 -0.7 1.0 0.8 -0.4 -0.1 0.0 0.4 -0.6 0.4 0.4 0.6 
Public Consumption YY 1.4 0.6 0.5  0.8 1.3 1.6 1.8 1.2 0.8 0.4 0.0 0.2 0.4 0.5 0.7 

QQ SAAR     2.2 1.8 1.6 1.5 0.0 0.0 0.0 0.0 0.7 0.7 0.7 0.7 
Fixed Investment YY 0.0 -1.1 0.4  1.0 1.0 0.2 -2.2 -1.4 -1.8 -1.2 -0.1 0.1 0.4 0.5 0.7 

QQ SAAR     -3.9 1.2 -2.0 -4.0 -0.7 -0.3 0.3 0.3 0.0 0.9 0.9 0.9 
--  Businesses YY -0.7 -1.3 0.7  -0.1 0.6 0.0 -3.2 -1.9 -2.2 -1.2 0.2 0.4 0.7 0.8 0.9 

QQ SAAR     -6.0 1.4 -3.1 -4.8 -0.8 0.0 0.8 0.8 0.0 1.2 1.2 1.2 
--  Households YY 0.6 -1.0 0.3  2.6 1.3 0.1 -1.3 -1.2 -1.3 -1.2 -0.4 -0.2 0.2 0.4 0.6 

QQ SAAR     -1.5 0.0 -0.4 -3.3 -0.8 -0.8 0.0 0.0 0.0 0.8 0.8 0.8 
Stocks (Contrib. to YY GDP Growth)  -1.1 -0.5 0.0  -0.1 0.2 -0.3 -0.4 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Exports of Goods and Services YY 2.3 0.8 0.6  3.3 2.8 2.7 0.4 0.7 0.9 0.6 1.2 0.3 0.4 0.6 1.2 

QQ SAAR     0.3 1.1 2.7 -2.4 1.6 1.6 1.6 0.0 -2.0 2.0 2.4 2.4 
Imports of Goods and Services YY -0.3 0.0 0.6  -2.0 0.5 0.0 0.2 0.3 -1.0 -0.3 0.8 0.4 0.5 0.7 0.9 

QQ SAAR     0.6 5.8 -2.0 -3.4 0.8 0.8 0.8 0.8 -0.8 1.2 1.6 1.6 
Net Exports (Contrib. to YY GDP Growth)  0.7 0.2 0.0  0.0 -0.3 0.3 0.1 0.1 0.1 0.1 -0.1 -0.1 0.1 0.1 0.1 
Consumer Prices YY 2.2 1.3 1.7  2.6 2.3 2.3 1.7 1.3 1.1 1.3 1.3 1.7 1.7 1.8 1.8 
Average Monthly Wages YY 2.1 1.6 2.0              
Employment Growth (Private-Sector) YY -0.2 -0.1 1.2              
Unemployment Rate % 9.9 10.4 10.1  9.6 9.8 9.9 10.1 10.3 10.5 10.4 10.3 10.2 10.1 10.0 9.9 
Current Account Balance € bn -47.9 -31.3 -15.7              

% GDP -2.4 -1.5 -0.7              
General Government Balance € bn -91.7 -75.6 -63.8              

% GDP -4.5 -3.7 -3.0              
Primary Balance % GDP -2.4 -1.5 -0.7              
General Government Debt € bn 1865.4 1975.2 2046.3              

% GDP 91.4 95.8 97.3              
Gross Trading Profits YY 0.0 2.0 4.0               

Note: Percentage changes unless indicated. Annual data are period averages. Sources: ECB, Eurostat, INSEE and Citi Research 
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Italy 

Weakness in Q4 GDP was even larger than we had expected (-0.9% QQ), although 
some could be reversed in Q1. In quarterly terms 2013 GDP may contract less than 
in 2012, as the size of the fiscal drag is likely to be significantly less, but political 
uncertainty will remain elevated after the inconclusive election result, implying wider 
and more volatile bond spreads creating a further drag on economic growth. No 
additional meaningful fiscal austerity or structural reforms are likely to be passed in 
the next few months. Political instability, together with a public debt rising close to 
135% of GDP in 2014, are likely to heighten market pressure on Italy to request 
external financial assistance (probably an ESM precautionary credit line and OMT 
activation) some time in 2013. This may possibly be followed eventually by some 
form of debt restructuring (via maturity extensions and coupon reductions) which — 
depending on other countries' and the ECB's willingness towards burden sharing — 
might include PSI. 

 

Figure 5. Italy – Economic Forecasts, 2012-14F 

 History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY -2.2 -1.6 -1.4  -1.3 -2.3 -2.4 -2.7 -2.3 -1.7 -1.6 -1.0 -1.1 -1.2 -1.7 -1.8 

QQ SAAR     -3.2 -2.9 -0.8 -3.7 -1.5 -0.7 -0.4 -1.3 -1.8 -1.4 -2.1 -1.6 
Final Domestic Demand YY -4.4 -2.8 -2.1  -3.8 -4.6 -4.9 -4.5 -3.6 -3.0 -2.5 -2.2 -2.1 -2.2 -2.2 -1.9 

QQ SAAR     -6.5 -4.2 -3.6 -3.7 -3.0 -1.7 -1.7 -2.4 -2.7 -2.0 -1.7 -1.3 
Private Consumption YY -4.2 -2.9 -0.9  -3.2 -4.3 -4.8 -4.5 -4.0 -3.2 -2.5 -1.9 -1.1 -1.0 -0.9 -0.8 

QQ SAAR     -5.7 -4.7 -4.0 -3.6 -3.9 -1.2 -1.2 -1.2 -0.8 -0.8 -0.8 -0.8 
Public Consumption YY -1.0 -1.1 -0.9  -1.6 -1.1 -0.8 -0.6 -0.8 -1.2 -1.2 -1.1 -1.0 -1.0 -0.9 -0.8 

QQ SAAR     -0.3 0.5 -1.0 -1.5 -1.1 -1.1 -1.1 -1.1 -0.8 -0.8 -0.8 -0.8 
Fixed Investment YY -9.1 -4.7 -7.5  -7.9 -9.6 -9.8 -9.0 -5.6 -4.6 -4.2 -4.4 -6.8 -7.8 -8.2 -7.3 

QQ SAAR     -15.6 -7.9 -5.3 -7.0 -2.0 -3.9 -3.9 -7.8 -11.5 -7.8 -5.9 -3.9 
--  Business Equipment YY -11.2 -3.4 -11.0  -9.2 -12.6 -12.8 -10.1 -5.2 -2.9 -2.1 -3.4 -8.8 -11.1 -12.5 -11.8 

QQ SAAR     -17.5 -11.0 -5.3 -6.2 2.1 -2.0 -2.0 -11.4 -18.6 -11.6 -7.9 -8.5 
--  Construction YY -6.9 -6.0 -4.0  -6.6 -6.3 -6.7 -7.9 -5.9 -6.2 -6.3 -5.4 -4.9 -4.4 -3.9 -2.9 

QQ SAAR     -13.6 -4.8 -5.3 -7.8 -5.9 -5.9 -5.9 -3.9 -3.9 -3.9 -3.9 0.4 
Exports of Goods and Services YY 1.5 0.8 -1.7  1.9 2.5 1.6 0.0 1.0 0.5 0.4 1.4 -0.1 -1.4 -2.5 -2.9 

QQ SAAR     -2.0 4.1 2.2 -4.0 2.1 1.9 1.6 -0.2 -3.8 -3.2 -2.8 -1.9 
Imports of Goods and Services YY -7.7 -3.2 -4.3  -9.0 -7.6 -7.8 -6.4 -3.7 -3.5 -2.8 -2.7 -3.8 -5.0 -4.5 -3.8 

QQ SAAR     -13.3 -2.1 -5.3 -4.5 -2.8 -1.2 -2.8 -3.8 -7.4 -5.7 -1.2 -0.9 
Net Exports (Contrib. to YY GDP Growth)  2.6 1.1 0.6  3.1 2.9 2.7 1.8 1.3 1.1 0.9 1.1 1.0 0.9 0.4 0.1 
Consumer Prices YY 3.3 2.3 1.4  3.6 3.6 3.4 2.6 2.2 2.0 2.3 2.5 2.0 1.7 1.1 0.8 
Compensation per Employee  NA NA NA              
Employment Growth  0.0 -0.6 -0.3              
Unemployment Rate % 10.7 11.9 12.4              
Current Account Balance € bn -10.0 -4.8 -2.7              

% GDP -0.6 -0.3 -0.2              
General Government Balance € bn -43.4 -43.0 -45.3              

% GDP -2.8 -2.8 -3.0              
Primary Balance % GDP 2.4 2.4 2.5              
General Government Debt € bn 1978 2024 2068              

% GDP 126.6 130.5 134.6               

Note: Percentage changes unless indicated. Annual data are period averages. Sources: Bank of Italy, ECB, Eurostat, ISTAT and Citi Research 
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Spain 

After the weak Q4 GDP (-0.7% QQ), recent indicators suggest continued weakness 
in Q1. The economy faces powerful headwinds from fiscal drag, tight financing 
conditions, ongoing private deleveraging and housing adjustment. The saving rate 
has already hit a record low, and scope for a further decline is probably limited. The 
2013 deficit target of 4.5% of GDP will likely be revised up by at least 1.5pp, while 
extra bank recap needs also may well emerge — probably in 2014. We expect 
Spain to enter a precautionary ESM programme in 2013. Some form of debt 
restructuring (maybe including PSI) may eventually be likely when it becomes clear 
that budget austerity alone may not be able to restore fiscal sustainability. 

See also Euro Economics Weekly - Spain — It’s All About The Lack of Growth. 

 

Figure 6. Spain – Economic Forecasts, 2012-14F 

 History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY -1.3 -2.2 -2.1  -0.7 -1.3 -1.6 -1.8 -2.1 -2.2 -2.3 -2.3 -2.4 -2.3 -2.1 -1.4 

QQ SAAR     -1.6 -1.6 -1.2 -2.8 -2.7 -2.1 -1.6 -2.7 -3.4 -1.7 -0.8 0.2 
Final Domestic Demand YY -4.0 -5.1 -3.2  -3.1 -3.8 -4.1 -4.8 -5.4 -5.3 -5.2 -4.5 -4.6 -4.1 -3.0 -1.0 

QQ SAAR     -1.8 -5.1 -4.3 -8.1 -4.0 -4.9 -3.6 -5.6 -4.3 -2.8 0.7 2.4 
Private Consumption YY -2.0 -3.9 -1.1  -1.3 -2.1 -2.0 -2.5 -4.1 -4.4 -4.1 -2.9 -2.5 -1.6 -0.8 0.5 

QQ SAAR     2.1 -3.7 -2.0 -6.3 -4.2 -4.9 -0.9 -1.7 -2.5 -1.2 2.3 3.4 
Public Consumption YY -4.3 -6.9 -4.5  -3.7 -2.9 -3.9 -6.5 -6.6 -7.1 -6.7 -7.1 -6.5 -5.8 -4.4 -1.6 

QQ SAAR     -3.9 -2.2 -9.1 -10.7 -4.1 -4.4 -7.3 -12.2 -1.6 -1.6 -1.6 -1.6 
Fixed Investment YY -9.0 -6.8 -7.8  -7.5 -9.2 -9.9 -9.3 -7.8 -6.2 -6.7 -6.5 -8.6 -9.5 -8.2 -4.9 

QQ SAAR     -9.7 -11.6 -5.5 -10.4 -3.6 -5.3 -7.2 -9.9 -11.9 -9.0 -1.5 3.4 
--  Business Equipment YY -4.1 -3.6 -7.9  -3.6 -4.7 -4.6 -3.7 -3.0 -2.0 -4.8 -4.5 -8.3 -9.9 -8.4 -5.0 

QQ SAAR     -1.9 -5.8 5.0 -11.2 1.0 -2.2 -6.2 -10.3 -14.2 -8.9 0.3 3.9 
--  Construction YY -11.4 -8.6 -7.7  -9.4 -11.5 -12.6 -12.3 -10.4 -8.5 -7.7 -7.7 -8.8 -9.3 -8.0 -4.9 

QQ SAAR     -13.5 -14.6 -10.9 -9.9 -6.1 -7.0 -7.8 -9.6 -10.5 -9.0 -2.6 3.1 
Exports of Goods and Services YY 3.3 4.6 -2.2  2.4 2.9 4.3 3.5 7.7 6.5 2.1 2.2 -1.6 -2.3 -3.0 -1.8 

QQ SAAR     -8.8 6.9 20.8 -2.8 7.0 2.5 1.9 -2.4 -8.1 -0.2 -0.9 2.2 
Imports of Goods and Services YY -5.2 -4.8 -5.7  -5.8 -5.1 -3.5 -6.3 -3.8 -3.9 -7.1 -4.4 -8.2 -7.9 -6.1 -0.8 

QQ SAAR     -7.2 -5.0 10.0 -20.6 3.4 -5.7 -3.6 -11.3 -11.8 -4.4 4.0 10.4 
Net Exports (Contrib. to YY GDP Growth)  2.5 2.8 0.9  2.5 2.4 2.4 2.9 3.4 3.1 2.8 2.0 1.8 1.5 0.7 -0.4 
Consumer Prices YY 2.4 1.3 0.3  1.9 1.9 2.8 3.2 2.5 1.9 0.8 -0.1 0.2 0.3 0.2 0.3 
Compensation per Employee YY 0.3 0.2 0.0              
Employment Growth YY -4.5 -3.2 -2.0  -3.9 -4.9 -4.6 -4.8 -4.3 -3.3 -2.7 -2.3 -2.7 -2.9 -2.0 -0.5 
Unemployment Rate % 25.0 27.3 28.5  24.4 24.6 25.0 26.0 27.6 27.0 26.7 27.8 29.2 28.9 27.9 28.0 
Current Account Balance € bn -14.1 21.1 29.7              

% GDP -1.3 2.1 2.9              
General Government Balance € bn -106.7 -65.8 -60.4              

% GDP -10.2 -6.4 -5.9              
Primary Balance % GDP -7.3 -2.6 -1.7              
General Government Debt € bn 919.1 1009.6 1130.3              

% GDP 87.7 98.9 111.3               

Note: Percentage changes unless indicated. Annual data are period averages. Sources: Bank of Spain, ECB, Eurostat, INE and Citi Research 
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Greece 

Although 2012 official fiscal data have been better than expected and debt relief for 
a total of 71pp of GDP was implemented in 2012, Greece’s fiscal position remains 
most likely unsustainable, in our view. We expect another sharp drop in GDP this 
year, with the debt ratio rising close to 180% at end 2013. Only a major write-off of 
the euro area official loans would make the debt burden sustainable again, in our 
view. We judge this as unlikely, and hence continue to expect that Greece will leave 
the euro at some point, and for forecasting purposes we assume this occurs in 
2014. This is reflected in our forecasts with a large decline in domestic spending 
and surge in inflation in 2014.  

 

Figure 7. Greece – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -6.4 -6.3 -11.3 -3.7 1.6 2.8 
Final Domestic Demand YY -9.6 -7.7 -12.5 -5.8 0.1 1.6 
Private Consumption YY -8.1 -6.2 -14.2 -7.9 -1.0 1.3 
Fixed Investment YY -18.9 -13.2 -21.1 -8.1 4.1 3.5 
Exports of Goods and Services YY -2.4 -0.1 -12.6 -0.8 5.1 5.7 
Imports of Goods and Services YY -12.7 -9.3 -17.4 -9.1 -0.7 1.3 
Consumer Prices YY 1.0 0.4 17.4 13.4 8.1 6.8 
Unemployment Rate % 24.4 29.0 34.7 39.0 39.1 38.1 
Current Account Balance € bn -8.4 -5.9 4.1 8.1 10.1 8.1 
 % GDP -4.3 -3.3 2.2 3.9 4.4 3.2 
General Government Balance € bn -14.3 -11.1 -1.0 -0.3 2.8 4.5 
 % GDP -7.4 -5.7 -1.3 -0.4 2.9 4.1 
Primary Balance % GDP -2.0 -1.5 -1.3 -0.4 2.9 6.6 
General Government Debt € bn 308.2 322.1 305.2 301.1 280.6 89.1 
 % GDP 159.0 179.7 401.7 360.4 293.5 80.9  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: Bank of Greece, ECB, Eurostat and Citi Research 
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Portugal 

The weak Q4 GDP reading (-1.8% QQ) leaves a very negative hangover for 2013 
growth and supports our view that GDP is likely to fall even faster than in 2012. 
Fiscal austerity (of about 3.2% of GDP in 2013) together with the Spanish recession 
is likely to continue weighing on growth. Even with fiscal austerity, the government 
debt/GDP ratio is likely to exceed 135% of GDP by year-end, and this may lead to 
new fiscal sustainability worries. Despite the recent return to market funding, we still 
expect Portugal may be in need of additional external help in 2014, followed 
eventually by some form of PSI in the form of maturity extension/coupon reduction.  

 

Figure 8. Portugal – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -3.2 -3.7 -2.8 -0.3 0.9 0.9 
Final Domestic Demand YY -6.8 -5.3 -3.0 -0.4 0.7 0.8 
Private Consumption YY -5.6 -4.7 -0.9 0.5 0.7 0.8 
Fixed Investment YY -13.9 -9.0 -10.7 -3.4 0.9 1.2 
Exports YY 4.1 1.1 -2.5 -0.3 2.4 2.6 
Imports YY -6.7 -2.2 -3.2 -0.5 2.1 2.4 
Consumer Prices YY 2.8 1.4 0.8 0.5 0.7 0.5 
Unemployment Rate % 15.7 17.9 19.8 19.8 18.8 17.9 
Current Account Balance € bn -6.2 -2.3 -1.7 -1.5 -1.0 -0.8 
 % GDP -3.7 -1.4 -1.0 -0.9 -0.6 -0.5 
General Government Balance € bn -8.3 -8.7 -8.1 -5.7 -5.0 -4.2 
 % GDP -5.0 -5.4 -5.1 -3.6 -3.1 -2.5 
Primary Balance % GDP -1.0 -1.0 -0.4 -0.3 0.3 0.9 
General Government Debt € bn 202.2 217.3 229.3 241.0 248.0 252.2 
 % GDP 121.8 135.6 145.4 151.3 152.1 150.7  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: BdP, INE and Citi Research 
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Ireland 

We recently edged up our 2013 growth forecast from 0.5% to 0.9%, with little 
change to our 2014 forecast (1.6% now, 1.5% before) and growth still led by 
exports. Ireland's debt/GDP ratio will probably continue to reach about 120% in 
2013-14, but will then begin to edge down. With the more benign economic outlook, 
the promissory note deal and assuming backstops plus flexibility among other EU 
countries and institutions, we no longer expect that Ireland will have PSI in coming 
years. There may still need to be some form of debt restructuring, but it is more 
likely to come through OSI, and extended liquidity/debt monetisation.  

See also Euro Economics Weekly - Ireland — Steps Back to Fiscal Sustainability. 

 

Figure 9. Ireland – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2016 
Real GDP YY 0.5 0.9 1.6 1.9 2.9 2.7 
Real GNP YY 3.2 1.1 1.0 1.3 2.3 2.1 
Final Domestic Demand YY -1.7 -1.9 -1.6 -1.6 -0.8 -0.7 
Private Consumption YY -1.4 -0.6 -0.7 -0.7 -0.6 -0.4 
Fixed Investment YY 0.0 -1.8 -2.6 -3.5 -3.5 -3.3 
Government Consumption YY -3.6 -6.1 -4.0 -3.6 0.6 -0.2 
Exports of Goods and Services YY 3.1 3.8 3.9 5.2 6.0 5.5 
Imports of Goods and Services YY 0.3 1.4 1.6 3.8 4.4 4.0 
Net Trade  2.2 2.8 3.4 3.1 3.7 3.4 
GDP Deflator YY 2.7 1.3 1.4 1.6 1.6 1.6 
Nominal GDP YY 3.3 2.2 3.1 3.5 4.5 4.4 
House Prices  YY -12.8 0.7 1.0 1.0 1.0 2.1 
Unemployment Rate % 15.0 15.7 16.2 16.5 16.7 16.7 
Employment YY -1.0 -1.3 -1.1 -0.8 -0.7 0.1 
Current Account Balance € bn 7.8 11.5 13.4 14.6 16.7 18.2 
 % GDP 4.7 6.8 7.7 8.2 8.9 9.3 
General Government Balance € bn -12.9 -11.8 -7.2 -4.2 -3.2 -2.6 
 % GDP -7.9 -7.0 -4.2 -2.3 -1.7 -1.3 
Primary Balance % GDP -4.0 -1.4 0.8 2.5 3.2 3.6 
General Government Debt € bn 192.0 200.8 204.5 202.5 202.3 200.8 
 % GDP 116.9 119.7 118.2 113.2 108.1 102.8  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: Central Bank of Ireland, CSO, ECB, Eurostat and Citi Research 
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Netherlands 

We leave our GDP forecast for the Netherlands roughly unchanged. The Dutch 
economy is currently experiencing a “triple-dip” recession and prospects of a 
recovery remain limited in the short-term, with further budgetary adjustments in the 
pipeline as the coalition government attempts to lower the structural budget deficit 
over time. In countries like the Netherlands, with high household gross 
indebtedness, highly leveraged banks, falling asset prices and elevated correlation 
between wealth and consumption, the worrying prospect of persistently low 
domestic demand growth cannot be ignored. 

See also Euro Economics Weekly - Netherlands — In the Triple Dip Recession 
Club. 

 

Figure 10. Netherlands – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -0.9 -0.9 0.3 0.9 1.0 1.1 
Final Domestic Demand YY -1.5 -1.2 0.0 0.1 0.2 0.2 
Public Consumption YY 0.7 0.1 0.0 0.2 0.2 0.2 
Private Consumption YY -1.4 -1.5 0.0 0.1 0.2 0.2 
Fixed Investment (ex Stocks) YY -4.7 -2.7 -0.1 -0.1 0.2 0.4 
Stocks (Contrib. to YY GDP 
Growth) 

 -0.1 -0.4 -0.1 0.0 0.0 0.0 

Exports of Goods and Services YY 3.1 1.7 1.3 2.5 3.3 3.3 
Imports of Goods and Services YY 2.8 1.0 0.9 1.9 2.7 2.7 
Net Exports (Contrib. to YY GDP Growth) 0.5 0.7 0.4 0.7 0.8 0.9 
Consumer Prices YY 2.8 2.6 1.7 2.0 1.7 1.4 
Unemployment Rate % 6.4 6.9 7.0 6.8 6.7 7.7 
Current Account Balance € bn 59.4 60.0 55.0 60.0 62.0 65.0 
 % GDP 9.9 10.0 9.0 9.6 9.7 10.0 
General Government Balance € bn -24.8 -23.0 -23.2 -15.1 -13.8 -9.6 
 % GDP -4.1 -3.8 -3.8 -2.4 -2.2 -1.5 
Primary Balance % GDP -2.3 -1.9 -1.7 -0.3 0.0 0.8 
General Government Debt € bn 428.8 455.2 480.4 495.5 509.3 518.9 
 % GDP 71.3 75.5 78.5 79.1 79.5 79.5  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: DNB, CBS and Citi Research 
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Belgium 

4Q GDP fell by 0.1% QQ compared to our forecast for a 0.4% drop. Hence, 
together with the slightly better tone in lead guides, we are lifting our 2013 GDP 
forecast by 0.2ppt to -0.1% after a drop of -0.2% in 2012. Based on the Planning 
Bureau’s estimate of 0.2% GDP growth in 2013, the government will have to find 
another €3bn to hit its budget deficit targets. Belgium is no exception to the general 
trend of budgetary underperformance across the “soft core” countries. Unless 
targets are relaxed for most member states, budget deficits are likely to be overshot 
in 2013 given the absence of any economic momentum at the start of 2013. 

 

Figure 11. Belgium – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -0.2 -0.1 0.3 1.2 1.5 1.8 
Final Domestic Demand YY -0.6 0.1 0.6 1.0 1.4 1.7 
Public Consumption YY 0.1 0.0 0.3 0.7 1.1 1.5 
Private Consumption YY -0.6 0.1 0.5 0.7 1.1 1.3 
Fixed Investment (ex Stocks) YY -0.2 0.3 1.4 2.2 2.6 3.0 
Exports of Goods and Services YY 0.7 1.0 1.1 3.5 3.9 4.3 
Imports of Goods and Services YY 0.2 0.7 1.4 3.8 3.8 4.2 
Consumer Prices YY 2.8 1.2 1.9 2.2 2.2 1.9 
Unemployment Rate % 7.4 7.8 7.4 6.9 6.5 6.1 
Current Account Balance € bn -3.5 -2.6 -3.2 -3.0 -1.9 -0.1 
 % GDP -0.9 -0.7 -0.8 -0.7 -0.5 0.0 
General Government Balance € bn -10.9 -9.5 -8.8 -6.0 -3.4 -0.2 
 % GDP -2.9 -2.5 -2.2 -1.5 -0.8 0.0 
Primary Balance % GDP -0.6 0.2 0.9 1.7 2.5 3.3 
General Government Debt € bn 414.8 444.9 454.9 460.9 464.3 464.5 
 % GDP 110.0 115.7 115.5 113.3 110.2 106.1  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: BNB, Belgostat and Citi Research 
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Slovakia 

We lowered our 2013 GDP growth forecast to 0.7% YY after 2012 GDP was revised 
down to 2.0% (1.2% YY in 4Q12). The revised numbers show a cumulative increase 
in GDP of 1% in 1Q-3Q12, while the previous data showed 1.7% in the same 
period. Our 2013 forecast is slightly above the growth implied by the base effect (at 
+0.4 in 2013), supported by a modest recovery in German GDP. Our Slovak GDP 
forecast is below Reuters’ poll of 1% in 2013. The Finance Ministry’s chief 
economist Martin Filko expects foreign demand to stagnate in 1Q13, while the 
coincident indicators suggest to him stronger acceleration than had been expected 
in 2H13. 

As the GDP contraction was accompanied by a stronger fall in employment of 0.4% 
QQ in 4Q12 (-0.5% YY after -0.1% in 3Q12), we expect that domestic demand has 
continued to underperform GDP as in previous quarters (GDP details will be 
available on 6 March). We see upside risk to our forecast that net exports will offset 
the fall in domestic demand, as in previous quarters the trade surplus remained in 
place because imports fell more than exports. The main disappointment in 4Q12 
came from industrial production that fell 3% YY after +16% in the prior quarter. This 
was accompanied by a surge in the unemployment rate (to 14% in 4Q12 from 
13.4% in 3Q12). The larger fall in retail sales of 2.3% YY in 4Q12 after  
-1.4% in 3Q12 suggests that domestic demand will continue to struggle and 
highlights the underperformance of private consumption, which on average fell by 
0.3% YY in 1Q-3Q12 vs. +2.5% YY average GDP growth in the same period. 

Developments in industry are key for the Slovak economy as the labor market has 
been hit by lower economic activity accompanied by a negative impact from the new 
labour code. Overall, PM Robert Fico (SMER-SD) probably will have to strengthen 
consolidation efforts unless there is some agreement on further postponing the 3% 
deficit criterion at the EU level. Year-to-date bond issuance together with issuance 
from late 2012 represents 64% of 2013’s gross borrowing requirement. 

 

Figure 12. Slovakia – Economic Forecasts, 2012-17F 

  History Forecasts 
  2012 2013F 2014F 2015F 2016F 2017F 
Real GDP YoY 2.0 0.7 1.6 2.7 2.9 3.4 
Final Domestic Demand YoY -0.6 0.4 1.2 2.6 3.5 3.5 
Public Consumption YoY -0.2 -0.7 0.0 1.5 2.0 2.0 
Private Consumption YoY -0.3 0.1 0.5 2.0 3.0 3.0 
Fixed Investment YoY -1.8 1.7 3.4 4.5 5.5 5.5 
Exports  YoY 9.0 2.9 3.2 4.8 6.0 7.0 
Imports  YoY 3.6 3.2 2.5 4.9 6.6 7.6 
CPI YoY 3.6 3.0 2.5 2.6 2.6 2.6 
Unemployment Rate YoY 13.6 14.9 15.5 15.1 14.2 14.2 
Current Account Balance % of GDP 2.2 1.0 1.0 0.3 -0.8 -2.0 
General Government Balance % of GDP -5.1 -3.2 -3.0 -2.6 -2.1 -1.8 
Government Primary Balance % of GDP -3.6 -1.7 -1.4 -1.1 -0.6 -0.2 
General Government Debt % of GDP 52.1 53.5 54.4 54.7 54.3 53.7  

Sources: National sources and Citi Research 
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Slovenia 

We have kept our forecast unchanged as the flash GDP is released on February 
28. The confidence indicator improved from recent lows that were indicating a fall in 
GDP of around 4% YY, while we expect a slight easing in GDP contraction to  
-1.4% YY in 2013 due to improvement in net exports as domestic demand is likely 
to continue to suffer from front-loaded fiscal consolidation and the credit crunch. 
However, politics rather than the economy will be crucial for avoiding a bail-out. 

New PM-designate. As expected, the National Assembly voted on February 27 for 
Mrs. Alenka Bartusek (PS) to become the PM-designate in the no-confidence vote 
against PM Janez Jansa (SDS). She was supported by five parties – two opposition 
parties (PS and SD) and three parties that left Jansa’s cabinet (DL, DeSUS, SLS) – 
involving 55 of 90 MPs. However, the key game changer for Slovenia’s current 
political stalemate will actually be the formation of a new government – which 
appears to have less support. The SLS has already indicated that they do not want 
to participate in government (though this may change after its March congress). 
However, DL (party of previous Parliamentary Speaker Virant and Finance Minister 
Sustersic) also mentioned that they do not have to enter into government.  

Next task – formation of a government. The success of the no-confidence vote 
reflects more the agreement of political parties on political matters rather than on 
economic policy, suggesting that a snap election cannot be ruled out. If a new 
government is formed around PM Bartusek, it would probably ease the 
consolidation effort (that has been recently frontloaded and resulted in a narrower 
central government deficit of €0.5bn in 2012, c. 3.1% of GDP, from €1bn a year ago) 
and the structure of austerity measures (fewer cuts, more taxes – the opposite of 
the Jansa cabinet’s policies). However, the biggest problem – the bleak situation in 
the banking sector – has remained untouched in the recent political discussion. 
Moreover, there are differing views between SD, PS and DL on the privatization 
process, which we see as the major task for Slovenia in order to successfully 
manage the consolidation of its banking sector. All in all, we expect the next weeks, 
when the government is expected to be established, to remain noisy for Slovene 
assets. For the time being, we think that the successful no-confidence vote has 
opened the way to early elections unless there is agreement on a solution in the 
banking sector (creation of the bad bank) and privatization of its largest bank. 
However, there is also another obstacle that limits the risk of early elections (or 
better expressed supports the creation of a new government) – that is approval of 
Croatia’s entry into the EU in mid 2013, something that Slovenia cannot put at risk.  

Figure 13. Slovenia – Economic Forecasts, 2012-17F 

  History Forecasts 
  2012 2013F 2014F 2015F 2016F 2017F 
Real GDP YoY -2.1 -1.5 -0.3 1.2 2.1 2.9 
Final Domestic Demand YoY -3.5 -3.2 -0.6 0.9 1.7 2.1 
Public Consumption YoY -2.5 -4.7 -1.0 0.3 0.8 1.2 
Private Consumption YoY -1.8 -2.5 -0.8 0.8 1.7 2.0 
Fixed Investment YoY -8.5 -4.4 0.0 2.0 2.8 3.2 
Exports  YoY 1.1 -0.3 0.6 3.2 5.4 6.7 
Imports  YoY -2.6 -3.5 0.2 3.5 5.7 6.7 
CPI YoY 2.6 2.2 2.2 2.4 2.3 2.3 
Unemployment Rate YoY 8.8 9.2 9.9 10.7 11.1 10.7 
Current Account Balance % of GDP 1.5 1.6 2.5 1.5 1.0 0.9 
General Government Balance % of GDP -3.9 -3.3 -2.8 -2.0 -1.0 -0.5 
Government Primary Balance % of GDP -1.8 -1.1 -0.5 0.3 1.4 1.9 
General Government Debt % of GDP 53.0 57.3 60.3 61.3 60.7 61.4  

Sources: National sources and Citi Research 
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United Kingdom 

Our growth forecasts are little changed, with sluggish domestic demand and growth 
led by exports. The weakening pound will eventually give some lift to exports, but 
this is unlikely to materialise quickly given the UK's poor export mix. The MPC now 
expects growth of 0.9% for 2013 and 1.8% for 2014, but in our view their forecasts 
will again prove over-optimistic. We expect that inflation will probably not fall back to 
the 2.0% target in the next five years, as it is being pushed up by rapid gains in 
administered prices and food, exacerbated by the rise in import prices caused by 
the weak pound. To hit the 2% inflation target would require the MPC to crush 
inflation in other items (eg retail goods and services) close to zero, or to engineer 
sharp appreciation of sterling — which would reduce import prices but also prevent 
the much-needed rebalancing of the economy towards export-led growth (see 2% 
Inflation Target Probably Out of Reach). The MPC are likely to take comfort from 
weak trends in domestic wages and nominal GDP growth, encouraged perhaps by 
a more flexible inflation remit making 2% inflation a medium term aim rather than a 
guide for policy decisions. See also The Looming Budget Dilemma. 

Figure 14. UK – Economic Forecasts, 2012-14F 

 History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY 0.0 0.4 0.7  0.2 -0.3 0.1 0.1 0.5 0.9 -0.2 0.3 0.4 0.5 0.9 1.1 

QQ SAAR     -0.8 -1.6 4.0 -1.2 0.8 0.0 -0.2 0.7 1.0 0.6 1.1 1.8 
Final Domestic Demand YY 1.2 -0.2 0.3  1.1 1.0 1.4 1.1 -0.2 -0.2 -0.5 -0.1 0.0 0.3 0.4 0.6 

QQ SAAR     4.5 -0.3 1.4 -1.0 -0.7 -0.5 0.3 0.4 -0.1 0.6 0.8 1.1 
Private Consumption YY 0.7 0.5 0.9  0.2 0.7 1.3 0.8 0.2 0.5 0.4 0.8 1.0 0.7 0.8 1.1 

QQ SAAR     2.0 0.6 1.6 -1.0 -0.3 1.8 1.1 0.6 0.4 0.9 1.5 1.5 
Public Consumption YY 2.6 -0.6 -1.4  3.6 2.1 2.8 1.9 -1.2 0.0 -0.9 -0.2 -0.6 -1.3 -1.7 -1.9 

QQ SAAR     13.5 -4.3 3.2 -3.7 0.0 0.5 -0.5 -1.0 -1.4 -2.4 -1.9 -1.9 
Fixed Investment YY 0.0 -2.8 0.6  0.0 -0.1 -0.7 0.6 -0.7 -3.2 -3.5 -3.8 -3.1 1.0 2.1 2.5 

QQ SAAR     2.3 -2.2 -0.9 3.6 -3.1 -11.5 -2.2 2.1 -0.4 4.5 2.2 3.9 
-- Business Investment YY 4.1 -1.3 1.4  6.9 3.6 5.1 0.9 2.4 -0.7 -4.5 -2.1 -0.9 1.8 2.7 2.3 

QQ SAAR     -13.5 4.5 17.6 -5.2 -4.8 -6.7 -0.5 3.7 -0.3 3.6 3.2 2.0 
-- Construction of Private Dwellings YY -6.7 -4.8 -3.6  -9.2 -3.6 -13.9 0.1 -2.8 -9.3 3.2 -9.4 -10.2 -3.3 -1.2 0.7 

QQ SAAR     11.3 0.4 -44.7 62.8 -1.1 -24.1 -7.1 -3.5 -4.4 2.2 1.2 4.2 
Stocks (Contrib. to YY GDP Growth)  -0.1 0.0 -0.1  -0.3 -0.3 -0.7 0.8 0.8 0.2 0.0 -0.9 -0.1 -0.2 -0.1 -0.1 
Exports of Goods and Services YY -0.5 2.2 4.9  -0.8 0.0 1.3 -2.5 1.0 2.6 1.7 3.6 3.7 4.3 5.4 6.4 

QQ SAAR     -6.5 -4.5 5.1 -3.6 7.7 1.5 1.5 3.9 8.0 3.7 5.9 7.9 
Imports of Goods and Services YY 2.0 0.8 3.3  1.4 3.3 2.8 0.8 1.1 -0.1 0.6 1.6 2.3 2.8 3.7 4.4 

QQ SAAR     -0.4 6.8 -1.6 -1.4 0.9 1.7 1.1 2.8 3.5 3.8 4.8 5.5 
Net Exports (Contrib. to YY GDP Growth)  -1.0 0.6 0.5  -0.5 -1.0 -0.6 -1.9 -0.1 0.8 0.3 1.3 0.4 0.4 0.5 0.6 
Consumer Prices YY 2.8 3.0 2.9  3.5 2.7 2.4 2.7 2.8 3.0 3.1 3.1 3.0 2.9 2.8 2.9 
Average Earnings YY YY 1.4 1.0 1.7  0.7 1.7 1.9 1.4 1.4 0.8 0.7 1.0 1.6 1.7 1.8 1.9 
Employment Growth YY 1.0 0.9 0.8  0.2 0.9 1.8 1.4 1.2 0.8 0.6 0.9 0.9 0.7 0.8 0.8 
Unemployment Rate % 8.0 7.9 7.8  8.2 8.0 7.8 8.0 8.0 7.9 7.9 7.8 7.9 7.8 7.8 7.7 
Current Account Balance £ bn -55.9 -66.6 -65.7  -11.8 -17.4 -12.8 -13.8 -15.4 -17.5 -16.8 -16.9 -16.0 -16.5 -16.7 -16.5 

% GDP -3.6 -4.2 -4.1  -3.1 -4.5 -3.3 -3.5 -3.9 -4.5 -4.3 -4.3 -4.0 -4.1 -4.1 -4.0 
Public Sector Net Borrowing £ bn FY 92.0 124.6 120.4              

% GDP -5.9 -7.9 -7.4              
General Government Balance % GDP -5.8 -7.9 -7.4              
Government Primary Balance % GDP -2.8 -4.7 -4.1              
General Government Debt £ bn 1386.9 1508.4 1625.5              

% GDP 89.9 97.6 102.4              
Gross Non Oil Trading Profits YY 3.9 0.3 3.6  -1.3 2.5 2.7 10.8 7.0 1.2 -3.3 -3.6 1.6 3.8 4.1 5.0 
Base Rate (Period Average) % 0.50 0.50 0.50  0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 
Ten-year Gilt Yield (Period Averages) % 1.85 2.30 2.45  2.12 1.80 1.65 1.82 2.08 2.10 2.50 2.40 2.30 2.45 NA NA 
EUR-GBP FX Rate (Annual Avg, then qtr-end) 0.81 0.88 0.87  0.83 0.81 0.80 0.81 0.86 0.87 0.88 0.89 0.88 0.87 0.86 0.85 
GBP-USD FX Rate (Annual Avg, then qtr-end) 1.59 1.52 1.51  1.60 1.57 1.61 1.63 1.57 1.53 1.49 1.48 1.49 1.50 1.51 1.52  

Note: Forecast does not include GDP data released 27 Feb 2013. Percentage changes unless indicated. Annual data are period averages. Sources: BoE, ONS, Citi Research 
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Switzerland 

We are not changing our Swiss economic forecasts this month, and continue to look 
for modest growth with negative inflation. Exports have slowed in response to the 
super-strong CHF but, so far, domestic demand has been solid enough to keep the 
economy growing a little. We expect the SNB will continue to hold rates close to 
zero and cap the CHF at CHF1.20/€ for the foreseeable future. 

 

Figure 15. Switzerland – Economic Forecasts, 2012-14F 

  History Forecast  History Forecast 
  2012 2013 2014  1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 
Real GDP YY 1.0 1.4 1.2  1.1 0.4 1.3 1.3 1.2 1.8 1.3 1.2 1.2 1.0 1.3 1.3 
Final Domestic Demand YY 1.7 0.6 1.2  1.7 2.0 1.8 1.3 0.6 0.7 0.8 0.6 1.3 1.2 1.2 1.2 
Public Consumption YY 1.7 2.2 1.4  2.3 1.2 2.0 1.5 3.2 2.7 1.4 1.4 1.4 1.4 1.4 1.4 
Private Consumption YY 2.1 0.6 2.1  2.5 2.4 2.3 1.3 0.3 0.3 0.7 1.2 2.1 2.4 2.2 1.9 
Fixed Investment YY 0.7 0.0 -1.4  -0.5 1.6 0.7 1.1 0.1 0.7 0.7 -1.7 -1.0 -2.3 -1.6 -0.7 
Exports of Goods and Services YY 0.1 3.6 3.1  -1.4 -0.7 0.6 1.9 3.2 4.3 3.6 3.4 3.1 2.5 3.5 3.4 
Imports of Goods and Services YY 1.9 2.9 3.6  2.5 1.7 0.9 2.6 2.3 3.8 3.1 2.5 3.7 3.0 3.8 3.8 
Consumer Prices YY -0.7 -0.9 -0.6  -0.9 -1.0 -0.5 -0.3 -0.8 -0.8 -1.2 -0.9 -0.7 -0.7 -0.5 -0.4 
Unemployment Rate % 2.6 1.9 2.0  3.1 3.2 2.3 1.8 1.8 2.0 2.0 1.9 1.9 2.0 2.2 1.9 
Current Account Balance Sfr bn 73.3 76.5 78.4  15.0 18.0 16.6 23.8 16.0 19.7 16.9 23.8 16.6 20.4 17.4 24.1 

% GDP 12.4 12.6 12.7  10.1 12.2 11.2 15.9 10.7 13.0 11.2 15.6 10.8 13.2 11.2 15.4 
General Government Balance Sfr bn 0.0 0.0 0.0              

% GDP 0.6 0.6 0.6              
General Government Debt Sfr bn 0.0 0.0 0.0              

% GDP 46.6 45.4 43.6              
SNB Rate (Annual Avge, then qtr-end) % 0.00 0.00 0.00  0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Ten-year Yield (Period Average) % 0.45 0.68 0.66  0.71 0.59 0.53 0.47 0.63 0.62 0.76 0.62 0.49 0.62 NA NA 
EUR-CHF FX Rate (Annual Avge, then qtr-end) 1.20 1.25 1.28  1.20 1.20 1.21 1.21 1.25 1.25 1.25 1.25 1.26 1.27 1.28 1.29 
USD-CHF FX Rate (Annual Avge, then qtr-end) 0.94 0.94 0.98  0.90 0.95 0.94 0.91 0.93 0.94 0.95 0.96 0.97 0.98 0.99 0.99  

Note: Percentage changes unless indicated. Annual data are period averages. Sources: SNB, BFS and Citi Research 
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Sweden 

The resilience of the Swedish economy is now being severely tested by falling 
exports and rising unemployment. At the same time, domestic demand is slowing; 
investment activity is weak and although household finances remain sound, 
consumers appear reluctant to spend. However, we believe that supportive 
economic policies (monetary and fiscal) will sustain growth this and next year, and 
that a recession will be avoided. 

We do expect that Sweden is likely to outperform most of Europe this and next year, 
but we believe that the consensus is too optimistic on the 2014 growth outlook 
(2.6% Y/Y). Until recently, economic growth has been supported by the resilience of 
exports and ongoing consumer leverage boom plus modest fiscal stimulus 
(stretching the fiscal rule a bit). This now seems to have run its course as the export 
slowdown sharpens, household deleveraging may be starting and continued fiscal 
erosion will put the fiscal rule out of reach. 

We reckon that the government will face a policy dilemma: if it sticks by its current 
fiscal rules and avoids fiscal loosening, the result is likely to be a long period of 
subpar growth; but if the government loosens policy to support economic recovery it 
probably will jeopardize its strict fiscal policy framework. We expect the government 
to take something of a middle way, loosening fiscal policy a bit but not enough to 
achieve a rapid economic rebound. The result is likely to be sub-consensus growth 
and, probably, a persistent albeit modest breach of its cautious fiscal rule. In turn, 
we have cut our 2014 GDP growth forecast to 1.8% Y/Y from 2.5% Y/Y previously. 

In light of weak economic trends, with rising unemployment and very low underlying 
inflation, we reckon the Riksbank has room to ease further; likely during 1H. 
Thereafter we estimate the repo rate will be left unchanged during all of 2014. If, as 
we expect, stronger global growth gives Sweden a lift further ahead, the Riksbank 
will probably gradually raise the repo rate from 2015 and onwards. 

Figure 16. Sweden – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY 1.1 1.0 1.8 2.2 2.5 2.7 
 YY 1.6 0.8 1.3    
Public Consumption YY 0.9 0.8 0.7    
Private Consumption YY 1.4 1.4 1.6    
Fixed Investment YY 3.5 -0.7 1.6    
Exports of Goods & Services YY 0.6 1.4 3.0    
Imports of Goods & Services YY 0.1 0.4 1.8    
Consumer Prices YY 0.9 0.4 1.7 1.8 2.2 2.3 
Unemployment Rate % 7.7 8.3 8.3    
Current Account Balance % GDP 7.1 7.3 7.1 6.9 7.0 6.9 
General Government Balance % GDP -0.5 -1.2 -1.5 -0.4 0.7 1.5 
General Government Debt % GDP 36.6 37.3 37.6 36.5 34.2 31.0 
Riksbank Rate (Annual Average) % 1.45 0.80 0.80 1.00 1.70 2.30 
Ten-year Yield (Period Average) % 1.59 1.86 1.80 2.00 2.25 2.75 
EUR-SEK FX Rate (Annual Average) 8.63 8.38 8.42 8.40 8.41 8.42 
USD-SEK FX Rate (Annual Average) 6.73 6.31 6.46 6.39 6.24 6.10  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: Riksbank, Statistics Sweden and Citi Research 
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Denmark 

The Danish economy is characterised by weak growth and economic activity has 
fallen in three out of the last four quarters and activity has been stuck at about the 
same level since 3Q 2010. The economy is expected gradually to return to the 
growth track this year, supported by households’ large pent-up potential, a delayed 
positive contribution from public sector consumption and investment plus improved 
competitiveness. The recovery, though, should be weak as households continue to 
deleverage/save on the back of the housing bust and risks are substantial and tilted 
to the downside. They largely relate to a further slowdown in major trade partners, 
in particular the euro area.  

The government has implemented expansionary fiscal policies in order to boost 
domestic demand. The reform of the early retirement system implemented last year 
has led to payouts of more than DKK 20bn of contributions, and increasing 
government investments and renovation of social housing, along with a so-called 
investment window, were also implemented last year. So far, neither appears to 
have had any material effect on investment activity or domestic demand. Statistics 
from the Central Bank even shows that the payouts largely have been deployed on 
bank accounts. The same statistics also reveal that Danish households have not 
used the money for balance sheet deleveraging, but rather as a buffer on their 
savings accounts. 

The Danish National Bank independently raised its benchmark rate, the lending 
rate, and the CD-rate by 10bp to 0.3% and -0.1%, respectively in late-January, to 
limit the weakening pressure on the Danish krone. The hike followed several 
months of intervention, which picked up rather substantially in January. In turn, this 
has probably raised expectations for additional near-term independent interest rate 
hikes from DNB. Given our forecast of a 25bp cut from the ECB both in 2Q and 3Q 
this year, we expect the tightening from DNB to come by not fully shadowing ECB 
action; the lending rate is expected to trough at 0.1% in 3Q 2013, and then 
gradually to move higher hereafter.  

 

Figure 17. Denmark – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -0.4 0.9 1.8 1.8 1.9 2.0 
Final Domestic Demand YY 0.7 1.3 1.7    
Public Consumption YY 0.1 0.7 0.8    
Private Consumption YY 0.7 1.2 1.7    
Fixed Investment YY 1.7 2.5 2.9    
Exports of Goods & Services YY 1.8 1.6 3.3    
Imports of Goods & Services YY 3.3 2.7 3.2    
Consumer Prices YY 2.4 1.8 1.9 1.9 2.0 2.0 
Unemployment Rate % 7.7 7.8 7.6    
Current Account Balance % GDP 5.1 4.5 3.9 4.2 4.0 3.8 
General Government Balance % GDP -3.8 -2.0 -1.2 -1.0 0.5 1.0 
General Government Debt % GDP 49.5 50.2 49.6 48.8 46.5 43.7 
DNB Bank Rate (Annual Average) % 0.43 0.10 0.20 0.40 0.60 1.00 
Ten-year Yield (Period Average) % 1.51 1.56 1.65 1.95 2.25 2.75  

Note: Percentage changes unless indicated. Annual data are period average.  
Sources: DNB, national statistical office and Citi Research 
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Norway 

Although activity slowed markedly in 2H 2012, the cushion of high oil receipts 
should ensure that the economy continues to outpace most of Europe. The 
weakness in private consumption should also prove transitory as suggested by 
healthy fundamentals. While momentum has peaked, we expect mainland GDP to 
settle at a trend-like pace. Activity continues to run strongest among suppliers to the 
petroleum sector where investments are surging, benefitting the Norwegian 
economy both directly via increased activity and indirectly via strong income growth. 
The demand for labour in oil-related industries is offsetting the decline in more 
traditional industries.   

Core inflation (CPI-ATE) has hovered around 1.2% YY for a long time, a very low 
level for an economy operating at normal capacity, with key factors being the past 
years’ NOK appreciation and the low level of inflation internationally, intensifing 
imported deflation. However, with wage growth in excess of 4% YY and relatively 
low productivity growth, inflation should edge higher, although staying below the 
2.5% inflation target over the forecast horizon. With inflation failing to show signs of 
picking up, ongoing high global uncertainty and a record strong import-weighted 
NOK (I-44), Norges Bank is in no rush to tighten monetary policy. There is no 
doubt that continued NOK strength puts the Central Bank in a difficult position, 
especially given that the economy is operating above full capacity and risks of 
financial imbalances are building (home prices at elevated levels, high household 
credit growth and household indebtedness in excess of 200% of disp. income). At 
the December meeting, the Bank confirmed that rate cuts are off the agenda, but 
turned somewhat more fuzzy over the timing of the first rate hike. We now expect 
the first rate hike to be deferred to 4Q this year.  

In order to stem household lending and overall indebtedness, the FSA is currently 
looking into raising the floor for mortgage risk weights from currently 12% to 35% 
and implementing restrictions on covered bond issuance. Once implemented, this 
should minimize some of the pressure on Norges Bank in terms of mitigating risks 
of financial imbalances. The proposal is due on 1 March and will thereafter be sent 
for a hearing. Hence, new risk weights will probably not be implemented until 
summer or autumn 2013 at the earliest. 

Figure 18. Norway – Economic Forecasts, 2012-17F 

  History Forecast     
  2012 2013 2014 2015 2016 2017 
Real GDP YY 3.3 2.8 2.8 3.0 2.9 2.9 
Final Domestic Demand YY 2.9 3.1 3.1    
Public Consumption YY 1.9 2.1 2.3    
Private Consumption YY 3.0 3.0 3.1    
Fixed Investment YY 4.1 5.1 4.2    
Exports of Goods & Services YY 4.2 3.1 2.9    
Imports of Goods & Services YY 5.1 3.7 2.2    
Consumer Prices YY 0.7 1.7 2.0 2.3 2.5 2.5 
Unemployment Rate % 3.2 3.3 3.4    
Current Account Balance % GDP 14.3 14.9 15.2 15.2 15.8 14.5 
General Government Balance % GDP 13.6 13.2 13.0 14.0 15.5 15.0 
General Government Debt % GDP NA NA NA NA NA NA 
Norges Bank Rate (Annual Avg) % 1.60 1.60 1.80 2.30 2.80 3.30 
Ten-year Yield (Period Average) % 2.15 2.31 2.40 2.55 2.75 3.25 
EUR-NOK FX Rate (Annual Average) 7.45 7.32 7.27 7.25 7.24 7.23 
USD-NOK FX Rate (Annual Average) 5.81 5.51 5.58 5.51 5.37 5.24  
Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: Norges Bank, Statistics Norway and Citi Research 
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Figure 19. Longterm Forecasts – GDP, CPI and Current Balance, 2012-17F 

 GDP Growth, YY Percent Change  CPI Inflation, YY Percent Change  Current Balance, Percent of GDP 
 History Forecast  History Forecast  History Forecast 
 2012 2013 2014 2015 2016 2017  2012 2013 2014 2015 2016 2017  2012 2013 2014 2015 2016 2017 
Euro Area -0.5 -0.5 -0.3 1 1.2 1.3  2.5 1.7 1.5 1.4 1.4 1.3  1.2 3 3.4 3.4 3.3 3.3 
Germany 0.9 0.8 0.8 1.5 1.7 1.8  2.0 1.9 2.3 2.0 2.0 1.9  6.3 5.9 5.4 4.9 4.6 4.6 
France 0.0 -0.2 0.2 1.0 1.5 1.9  2.2 1.3 1.7 1.6 1.8 1.6  -2.3 -1.5 -0.7 -0.1 0.4 0.1 
Italy -2.2 -1.6 -1.4 0.3 0.2 0.2  3.3 2.3 1.4 0.7 0.3 0.4  -0.6 -0.3 -0.2 -0.1 -0.2 -0.2 
Spain -1.3 -2.2 -2.1 0.9 1.6 1.2  2.4 1.3 0.3 0.5 0.7 0.6  -1.3 2.1 2.9 2.0 1.2 0.3 
Greece -6.4 -6.3 -11.3 -3.7 1.6 2.8  1.0 0.4 17.4 13.4 8.1 6.8  -4.3 -3.3 2.2 3.9 4.4 3.2 
Ireland  0.5 0.9 1.6 1.9 2.9 2.7  2.7 1.3 1.4 1.6 1.6 1.6  4.7 6.8 7.7 8.2 8.9 9.3 
Portugal -3.2 -3.7 -2.8 -0.3 0.9 0.9  2.8 1.4 0.8 0.5 0.7 0.5  -3.7 -1.4 -1.0 -0.9 -0.6 -0.4 
Netherlands -0.9 -0.9 0.3 0.9 1.0 1.1  2.8 2.6 1.7 2.0 1.7 1.4  9.9 10.0 9.0 9.6 9.7 10.0 
Belgium -0.2 -0.1 0.3 1.2 1.5 1.8  2.8 1.2 1.9 2.2 2.2 1.9  -0.9 -0.7 -0.8 -0.7 -0.5 0.0 
Slovakia 2.0 0.7 1.6 2.7 2.9 3.4  3.6 3.0 2.5 2.6 2.6 2.6  2.2 1.0 1.0 0.3 -0.8 -2.0 
Slovenia -2.1 -1.5 -0.3 1.2 2.1 2.9  2.6 2.2 2.2 2.4 2.3 2.3  1.5 1.6 2.5 1.5 1.0 0.9 
Austria* 0.7 0.7 1.9     2.6 2.2 1.9     1.7 2.1 1.4    
Cyprus* -2.3 -3.5 -1.3     3.1 1.5 1.4     -6.0 -1.7 0.1    
Estonia* 3.2 3.0 4.0     4.2 3.6 3.2     -2.7 -2.3 -1.7    
Finland* -0.1 0.3 1.2     3.2 2.5 2.2     -0.7 -0.7 -1.0    
Luxembourg* 0.2 0.5 1.6     2.9 1.7 1.6     6.3 6.7 6.1    
Denmark -0.4 0.9 1.8 1.8 1.9 2.0  2.4 1.8 1.9 1.9 2.0 2.0  5.1 4.5 3.9 4.2 4.0 3.8 
Norway 3.3 2.8 2.8 3.0 2.9 2.9  0.7 1.7 2.0 2.3 2.5 2.5  14.3 14.9 15.2 15.2 15.8 14.5 
Sweden 1.1 1.0 1.8 2.2 2.5 2.7  0.9 0.4 1.7 1.8 2.2 2.3  7.1 7.3 7.1 6.9 7.0 6.9 
Switzerland 1.0 1.4 1.2 1.3 1.3 1.5  -0.7 -0.9 -0.6 0.7 0.8 1.0  12.4 12.6 12.7 13.6 15.0 14.0 
United Kingdom 0.0 0.4 0.7 1.5 1.5 1.4  2.8 3.0 2.9 2.8 2.9 2.8  -3.6 -4.2 -4.1 -4.0 -4.0 -3.9  

Note: All forecasts are Citi forecasts except those marked with an asterisk. *EU Commission Winter Economic Forecasts, 22 February 2013.  
Sources: IMF and Citi Research 

 

Figure 20. Longterm Forecasts – Fiscal Balance, Primary Balance and Government Debt, 2012-17F 

 Fiscal Balance, Percent of GDP  Primary Balance, Percent of GDP  Government Debt, Percent of GDP 
 History Forecast  History Forecast  History Forecast 
 2012 2013 2014 2015 2016 2017  2012 2013 2014 2015 2016 2017  2012 2013 2014 2015 2016 2017 
Euro Area -3.3 -2.7 -2.4 -1.4 -0.8 -0.3  -0.3 0.4 0.6 1.5 2.0 2.6  92.1 94.8 93.5 92.7 91.2 89.1 
Germany 0.2 -0.1 -0.3 0.0 0.3 0.6  2.4 2.0 1.6 1.8 2.0 2.2  82.9 81.8 80.7 78.5 75.9 73.1 
France -4.5 -3.7 -3.0 -2.4 -1.5 -0.2  -2.4 -1.5 -0.7 0.2 1.2 2.2  91.4 95.8 97.3 97.3 95.6 92.3 
Italy -2.8 -2.8 -3.0 -0.5 -0.2 -0.3  2.4 2.4 2.5 2.9 3.3 3.3  126.6 130.5 134.6 133.7 132.9 132.1 
Spain -10.2 -6.4 -5.9 -3.6 -2.6 -1.7  -7.3 -2.6 -1.7 -0.6 0.5 1.4  87.7 98.9 111.3 113.3 113.2 112.6 
Greece -7.4 -5.7 -1.3 -0.4 2.9 4.1  -2.0 -1.5 -1.3 -0.4 2.9 6.6  159.0 179.7 401.7 360.4 293.5 80.9 
Ireland -7.9 -7.0 -4.2 -2.3 -1.7 -1.3  -4.0 -1.4 0.8 2.5 3.2 3.6  116.9 119.7 118.2 113.2 108.1 102.8 
Portugal -5.0 -5.4 -5.1 -3.6 -3.1 -2.5  -1.0 -1.0 -0.4 -0.3 0.3 0.9  121.8 135.6 145.4 151.3 152.1 150.7 
Netherlands -4.1 -3.8 -3.8 -2.4 -2.2 -1.5  -2.3 -1.9 -1.7 -0.3 0.0 0.8  71.3 75.5 78.5 79.1 79.5 79.5 
Belgium -2.9 -2.5 -2.2 -1.5 -0.8 0.0  -0.6 0.2 0.9 1.7 2.5 3.3  110.0 115.7 115.5 113.3 110.2 106.1 
Slovakia -5.1 -3.2 -3.0 -2.6 -2.1 -1.8  -3.6 -1.7 -1.4 -1.1 -0.6 -0.2  52.1 53.5 54.4 54.7 54.3 53.7 
Slovenia -3.9 -3.3 -2.8 -2.0 -1.0 -0.5  -1.8 -1.1 -0.5 0.3 1.4 1.9  53.0 57.3 60.3 61.3 60.7 61.4 
Austria* -3.0 -2.5 -1.8     -0.3 0.1 0.9     74.3 75.2 74.5    
Cyprus* -5.5 -4.5 -3.8     -1.9 0.2 1.2     86.5 93.1 97.0    
Estonia* -0.5 -0.4 0.2     -0.3 -0.2 0.4     10.5 11.8 11.3    
Finland* -1.7 -1.5 -1.3     -0.6 -0.4 -0.1     52.4 55.1 57.1    
Luxembourg* -1.5 -0.9 -1.3     -1.0 -0.3 -0.6     20.5 22.2 24.1    
Denmark -3.8 -2.0 -1.2 -1.0 0.5 1.0         49.5 50.2 49.6 48.8 46.5 43.7 
Norway 13.6 13.2 13.0 14.0 15.5 15.0         NA NA NA NA NA NA 
Sweden -0.5 -1.2 -1.5 -0.4 0.7 1.5         36.6 37.3 37.6 36.5 34.2 31.0 
Switzerland 0.6 0.6 0.6 0.4 0.2 -0.6         46.6 45.4 43.6 43.1 43.4 43.8 
United Kingdom -5.8 -7.9 -7.4 -6.6 -5.5 -5.1  -2.8 -4.7 -4.1 -3.0 -1.7 -0.9  89.9 97.6 102.4 105.0 106.8 108.1  

Note: All forecasts are Citi forecasts except those marked with an asterisk. * EU Commission Winter Economic Forecasts, 22 February 2013.  
Sources: IMF and Citi Research 
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Figure 21. Euro Area Countries – Economic Forecasts Compared, 2012-14F 

  GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP) 
 Date of Forecast 2012F 2013F 2014F 2012F 2013F 2014F 2012F 2013F 2014F 
Euro Area - Citi Forecast 27-Feb-13 -0.5 -0.6 -0.3 -3.3 -2.7 -2.4 92.1 94.8 93.5 
OECD Economic Outlook 27-Nov-12 -0.4 -0.1 1.3 -3.3 -2.8 -2.6 93.6 95.4 96.3 
EU Commission Forecast 22-Feb-13 -0.6 -0.3 1.4 -3.5 -2.8 -2.7 93.1 95.1 95.2 
IMF WEO Forecast Jan 13 and Oct 12* -0.4 -0.2 1.0 -3.2 -2.5 -2.0 91.4 92.4 92.2 
ECB 06-Dec-12 -0.6 to -0.4 -0.9 to +0.3 0.2 to 2.2       
Germany - Citi Forecast 27-Feb-13 0.9 0.8 0.8 0.2 -0.1 -0.3 92.9 81.8 80.7 
OECD Economic Outlook 27-Nov-12 0.9 0.6 1.9 -0.2 -0.4 -0.7 81.8 80.4 79.3 
EU Commission Forecast 22-Feb-13 0.7 0.5 2.0 0.1 -0.2 0.0 81.6 80.7 78.3 
IMF WEO Forecast Jan 13 and Oct 12* 0.9 0.6 1.4 -0.4 -0.4 -0.3 83.0 81.5 79.6 
France - Citi Forecast 27-Feb-13 0.0 -0.2 0.2 -4.5 -3.7 -3.0 91.4 95.8 97.3 
OECD Economic Outlook 27-Nov-12 0.2 0.3 1.3 -4.5 -3.4 -2.9 91.2 94.2 95.8 
EU Commission Forecast 22-Feb-13 0.0 0.1 1.2 -4.6 -3.7 -3.9 90.3 93.4 95.0 
IMF WEO Forecast Jan 13 and Oct 12* 0.2 0.3 0.9 -4.7 -3.5 -2.8 89.9 92.1 92.9 
Italy - Citi Forecast 27-Feb-13 -2.2 -1.6 -1.4 -2.8 -2.8 -3.0 126.6 130.5 134.6 
OECD Economic Outlook 27-Nov-12 -2.2 -1.0 0.6 -3.0 -2.9 -3.4 127.8 130.4 132.2 
EU Commission Forecast 22-Feb-13 -2.2 -1.0 0.8 -2.9 -2.1 -2.1 127.1 128.1 127.1 
IMF WEO Forecast Jan 13 and Oct 12* -2.1 -1.0 0.5 -2.7 -1.8 -1.6 126.3 127.8 127.3 
Spain - Citi Forecast 27-Feb-13 -1.3 -2.2 -2.1 -10.2 -6.4 -5.9 87.7 98.9 111.3 
OECD Economic Outlook 27-Nov-12 -1.3 -1.4 0.5 -8.1 -6.3 -5.9 86.1 92.6 97.6 
EU Commission Forecast 22-Feb-13 -1.4 -1.4 0.8 -10.2 -6.7 -7.2 88.4 95.8 101.0 
IMF WEO Forecast Jan 13 and Oct 12* -1.4 -1.5 0.8 -6.9 -5.7 -4.6 90.7 96.9 100.0 
Greece - Citi Forecast 27-Feb-13 -6.4 -6.3 -11.3 -7.4 -5.7 -1.3 159.0 179.7 401.7 
OECD Economic Outlook 27-Nov-12 -6.3 -4.5 -1.3 -6.9 -5.6 -4.6 176.7 188.6 195.2 
EU Commission Forecast 22-Feb-13 -6.4 -4.4 0.6 -6.6 -4.6 -3.5 161.6 175.6 175.2 
IMF WEO Forecast 09-Oct-12 -6.0 -4.0 0.0 -7.5 -4.7 -3.4 170.7 181.8 180.2 
Ireland - Citi Forecast 27-Feb-13 0.5 0.9 1.6 -7.9 -7.0 -4.2 116.9 119.7 118.2 
OECD Economic Outlook 27-Nov-12 0.5 1.3 2.2 -8.1 -7.5 -5.3 117.3 121.9 122.0 
EU Commission Forecast 22-Feb-13 0.7 1.1 2.2 -7.7 -7.3 -4.2 117.2 122.2 120.1 
IMF WEO Forecast 09-Oct-12 0.4 1.4 2.5 -8.3 -7.5 -5.0 117.7 119.3 118.4 
Central Bank of Ireland 29-Jan-13 0.7 1.3 2.5       
Portugal - Citi Forecast 27-Feb-13 -3.2 -3.7 -2.8 -5.0 -5.4 -5.1 121.8 135.6 145.4 
OECD Economic Outlook 27-Nov-12 -3.1 -1.8 0.9 -5.2 -4.9 -2.9 115.5 123.0 124.5 
EU Commission Forecast 22-Feb-13 -3.2 -1.9 0.8 -5.0 -4.9 -2.9 120.6 123.9 124.7 
IMF WEO Forecast 09-Oct-12 -3.0 -1.0 1.2 -4.9 -4.5 -2.5 119.1 123.7 122.6 
Netherlands - Citi Forecast 27-Feb-13 -0.9 -0.9 0.3 -4.1 -3.8 -3.8 71.3 75.5 78.5 
OECD Economic Outlook 27-Nov-12 -0.9 0.2 1.5 -3.8 -3.0 -2.5 72.1 73.1 73.5 
EU Commission Forecast 22-Feb-13 -0.9 -0.6 1.1 -4.1 -3.6 -3.6 70.8 73.8 75.0 
IMF WEO Forecast 09-Oct-12 -0.5 0.4 1.4 -3.7 -3.2 -3.6 68.2 70.2 71.6 
Belgium - Citi Forecast 27-Feb-13 -0.2 -0.1 0.3 -2.9 -2.5 -2.2 110.0 115.7 115.5 
OECD Economic Outlook 27-Nov-12 -0.1 0.5 1.6 -2.8 -2.3 -1.7 99.0 98.7 97.7 
EU Commission Forecast 22-Feb-13 -0.2 0.2 1.5 -3.0 -3.0 -3.2 99.8 100.5 101.1 
IMF WEO Forecast 09-Oct-12 0.0 0.3 1.0 -3.0 -2.3 -1.5 99.0 99.4 98.6 
Slovakia - Citi Forecast 27-Feb-13 2.0 0.7 1.6 -5.1 -3.2 -3.0 52.1 53.5 54.4 
OECD Economic Outlook 27-Nov-12 2.6 2.0 3.4 -4.6 -2.9 -2.4 52.2 54.9 56.2 
EU Commission Forecast 22-Feb-13 2.0 1.1 2.9 -4.8 -3.3 -3.4 52.4 55.1 57.1 
IMF WEO Forecast 09-Oct-12 2.6 2.8 3.6 -4.8 -2.9 -2.9 46.3 47.2 47.6 
Slovenia - Citi Forecast 27-Feb-13 -2.1 -1.5 -0.3 -3.9 -3.3 -2.8 53.0 57.3 60.3 
OECD Economic Outlook 27-Nov-12 -2.4 -2.1 1.1 -4.3 -3.6 -3.0 53.9 58.5 61.0 
EU Commission Forecast 22-Feb-13 -2.0 -2.0 0.7 -4.4 -5.1 -4.7 53.7 59.5 63.4 
IMF WEO Forecast 09-Oct-12 -2.2 -0.4 1.7 -4.6 -4.4 -2.8 53.2 57.4 58.7  

*IMF forecasts for fiscal balance and debt were released on 9 Oct 2012, GDP forecasts for some countries updated 23 Jan 2013. Note: Negative fiscal balances imply deficit. 
WEO World Economic Outlook. Sources: ECB, EU Commission, IMF, OECD and Citi Research 
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Figure 22. Euro Area Countries – Economic Forecasts Compared, 2012-14F 

  GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP) 
 Date of Forecast 2012F 2013F 2014F 2012F 2013F 2014F 2012F 2013F 2014F 
Austria - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 27-Nov-12 0.6 0.8 1.8 -3.1 -2.7 -2.1 75.6 77.6 78.5 
EU Commission Forecast 22-Feb-13 0.7 0.7 1.9 -3.0 -2.5 -1.8 74.3 75.2 74.5 
IMF WEO Forecast 09-Oct-12 0.9 1.1 2.0 -2.9 -2.1 -1.8 74.3 74.9 74.4 
Cyprus - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 27-Nov-12 NA NA NA NA NA NA NA NA NA 
EU Commission Forecast 22-Feb-13 -2.3 -3.5 -1.3 -5.5 -4.5 -3.8 86.5 93.1 97.0 
IMF WEO Forecast 09-Oct-12 -2.3 -1.0 0.7 -4.8 -5.6 -6.4 87.3 92.6 97.6 
Estonia - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 27-Nov-12 3.1 3.7 3.4 -1.0 -0.3 0.2 10.8 12.3 12.0 
EU Commission Forecast 22-Feb-13 3.2 3.0 4.0 -0.5 -0.4 0.2 10.5 11.8 11.3 
IMF WEO Forecast 09-Oct-12 2.5 3.5 3.5 -1.9 -0.4 -0.4 8.2 9.7 9.3 
Finland - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 27-Nov-12 0.7 1.1 2.2 -1.4 -1.0 -0.4 53.4 56.6 58.8 
EU Commission Forecast 22-Feb-13 -0.1 0.3 1.2 -1.7 -1.5 -1.3 53.4 56.4 57.6 
IMF WEO Forecast 09-Oct-12 0.2 1.3 2.1 -1.4 -0.9 -0.3 52.6 53.9 54.1 
Luxembourg - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 27-Nov-12 0.6 1.2 2.0 -2.0 -1.7 -0.9 22.3 25.1 26.9 
EU Commission Forecast 22-Feb-13 0.2 0.5 1.6 -1.5 -0.9 -1.3 20.5 22.2 24.1 
IMF WEO Forecast 09-Oct-12 0.2 0.7 1.8 -2.5 -1.8 -2.0 21.7 24.6 27.3 
Malta - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 27-Nov-12 NA NA NA NA NA NA NA NA NA 
EU Commission Forecast 22-Feb-13 1.0 1.5 2.0 -2.6 -2.9 -2.5 73.1 73.8 73.6 
IMF WEO Forecast 09-Oct-12 1.2 2.0 2.1 -2.5 -2.2 -1.9 71.8 71.1 69.7  

Note: Negative fiscal balances imply deficit. WEO World Economic Outlook. Sources: EU Commission, IMF, OECD and Citi Research 

 
 

Figure 23. Selected Countries – Economic Forecasts Compared, 2012-14F 

  GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP) 
 Date of Forecast 2012F 2013F 2014F 2012F 2013F 2014F 2012F 2013F 2014F 
Denmark - Citi Forecast 27-Feb-13 -0.4 0.9 1.8 -3.8 -2.0 -1.2 49.5 50.2 49.6 
OECD Economic Outlook 27-Nov-12 0.2 1.4 1.7 -4.1 -2.1 -1.7 45.9 45.8 45.5 
EU Commission Forecast 22-Feb-13 -0.4 1.1 1.7 -4.0 -2.7 -2.8 45.6 45.9 47.3 
IMF WEO Forecast 09-Oct-12 0.5 1.2 1.8 -3.9 -2.0 -1.9 49.1 49.7 49.0 
Norway - Citi Forecast 27-Feb-13 3.3 2.8 2.8 13.6 13.2 13.0 na na na 
OECD Economic Outlook 27-Nov-12 3.3 2.5 2.0 15.2 16.0 16.8 44.7 44.0 42.9 
IMF WEO Forecast 09-Oct-12 3.1 2.4 2.0 13.4 12.5 11.3 49.6 49.6 49.6 
Sweden - Citi Forecast 27-Feb-13 1.1 1.0 1.8 -0.5 -1.2 -1.5 36.6 37.3 37.6 
OECD Economic Outlook 27-Nov-12 1.2 1.9 3.0 -0.3 -0.8 -0.2 37.7 37.1 36.4 
EU Commission Forecast 22-Feb-13 1.0 1.3 2.7 -0.2 -0.9 -0.2 37.7 37.3 35.5 
IMF WEO Forecast 09-Oct-12 1.2 2.2 2.5 -0.2 -0.2 0.2 36.6 36.7 35.6 
Riksbank Cal-adj 18-Dec-12 1.2 1.3 2.8       
Switzerland - Citi Forecast 27-Feb-13 1.0 1.4 1.2 0.6 0.6 0.6 46.6 45.4 43.6 
OECD Economic Outlook 27-Nov-12 0.8 1.1 2.3 0.7 0.5 0.4 39.5 39.0 38.6 
IMF WEO Forecast 09-Oct-12 0.8 1.4 1.8 0.5 0.5 0.8 46.6 45.5 44.1 
SECO Dec 12 1.0 1.3 2.0       
UK - Citi Forecast 27-Feb-13 0.0 0.4 0.7 -5.8 -7.9 -7.4 89.9 97.6 102.4 
OECD Economic Outlook 27-Nov-12 -0.1 0.9 1.6 -6.6 -6.9 -6.0 105.3 110.4 113.9 
EU Commission Forecast 22-Feb-13 0.0 0.9 1.9 -6.2 -7.2 -5.9 89.8 95.4 97.9 
IMF WEO Forecast Jan 13 and Oct 12* -0.2 1.0 1.9 -6.3 -7.4 6.0 88.7 93.3 95.7 
OBR 05-Dec-12 -0.1 1.2 2.0 -5.7 -4.6 -3.7 74.7 76.8 76.3  

*IMF forecasts for fiscal balance and debt were released on 9 Oct 2012, GDP forecasts for some countries updated 23 Jan 2013. Note: Negative fiscal balances imply deficit. 
WEO World Economic Outlook. Sources: EU Commission, IMF, OECD and Citi Research 
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