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 This companion to Global Economic Outlook and Strategy - August 2013 contains 
detailed quarterly forecasts for the main European countries to end 2014. Tables 20-21 
give annual forecasts to 2017 for growth, inflation, short-term interest rates, current 
balance, fiscal balance and government debt. Table 22 shows the change in our 
forecasts from last month. Figures 23-25 compare current forecasts for each country. 

 Overview: With Q2 GDP up 0.3% QQ, the Euro economy has exited recession and we 
again lift our growth forecasts. We no longer expect the ECB to cut the refi rate in our 
base case. However, with a varied mix of sizeable fiscal deficits, falling nominal GDP 
and (in some cases) sizeable bank recapitalisation needs, the general government 
debt/GDP ratio in Q1 hit new record highs across periphery countries, up by 6.6 
percentage points from a year ago in Italy, 12.6pp in Cyprus, 14.9pp in Portugal, 
15.2pp in Spain, 18.3pp in Ireland and 24.0pp in Greece. Moreover, austerity fatigue is 
widespread amidst very high unemployment, and a series of unresolved issues need to 
be tackled: Will Greece need a new debt restructuring? Will Portugal need a second 
rescue package and will this include some restructuring of liabilities? Will Ireland be 
able to secure an adequate backstop once its current IMF/ESM programme is 
completed around year-end? Will Spain seek to extend the ESM bank recap facility into 
2014? Will Italy’s fragile government survive? And what does the German election on 
September 22 mean for these issues? See Global Economic Outlook and Strategy. 

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

 History Forecast 
 2012 2013 2014 2015 2016 2017 
Euro Area 0.88 0.56 0.50 0.50 0.56 0.81 
Denmark 0.43 0.10 0.20 0.40 0.60 1.00 
Norway 1.55 1.50 1.55 2.00 2.51 3.08 
Sweden 1.45 1.00 1.00 1.31 1.73 2.29 
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 

 

Figure 2. Euro Area – Economic Forecasts Compared (Percent), 2013-14F 

  GDP Growth (YY %) HICP Inflation (YY %) 
 Date of Forecast 2013F 2014F 2013F 2014F 
Euro Area – Citi Forecast 21-Aug-13 -0.5 0.6 1.5 1.4 
OECD Economic Outlook 29-May-13 -0.6 1.1 1.5 1.2 
EU Commission Forecast 03-May-13 -0.4 1.2 1.6 1.5 
IMF WEO Forecast 25-Jul-13 -0.6 0.9 1.5 1.4 
ECB Forecast - mid-point 06-Jun-13 -0.6 1.1 1.4 1.3 
Consensus Economics 12-Aug-13 -0.6 0.9 1.5 1.5  
Source: OECD, IMF, ECB, EU, Citi Research  
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Euro Area 

The better-than-expected 2Q GDP data, showing the first gain in seven quarters, 
together with the more constructive tone from recent surveys, call for some upward 
adjustment in our GDP forecasts. We raise the 2013 average by 0.2ppt to -0.5% 
and the 2014 average by 0.4ppt to 0.6%. We must go back to 3Q 2009 to find an 
upward adjustment of a similar magnitude. We no longer expect the ECB to cut 
rates in Q4, with the main refi rate and the deposit rate staying unchanged (at 0.5% 
and 0% respectively) for a long period. A cut in one or both interest rates could 
come back on the agenda in the event of a sharp strengthening of the euro or 
‘unwarranted’ increases in market rates, but even then the authorities would 
probably aim to talk down the currency and rate expectations first.  

Germany and France are outperforming in the upswing and net trade is 
showing signs of contributing to GDP growth. We continue to expect that the 
magnitude of upturn will likely disappoint given the many structural impediments 
across the euro area, including: widespread private sector deleveraging, limited 
credit availability, still adverse financing conditions and additional fiscal tightening. 
With GDP growth remaining below potential, and muted domestic demand 
dynamics, the excessive debt problems cannot be fixed and the large amount of 
excess capacity cannot be absorbed fast enough to lead to a fall in unemployment. 
This means that political risk needs watching carefully, with a particular focus on 
Italy. The German elections are also an important sign-post in late September 
since the Bundestag will be required to give its approval to any financial assistance 
programmes, either in the form of OSI in Greece, a second programme for Portugal 
or precautionary credit line under the ESM framework for Ireland.  

Figure 3. 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 0.6  -0.1 -0.5 -0.7 -0.9 -1.1 -0.7 -0.5 0.3 0.7 0.6 0.6 0.6 

QQ SAAR     -0.2 -0.7 -0.4 -2.4 -1.1 1.1 0.4 0.7 0.6 0.6 0.7 0.6 
Final Domestic Demand YY -1.7 -1.1 0.2  -1.2 -1.6 -1.9 -2.0 -2.0 -1.2 -0.9 -0.2 0.3 0.2 0.3 0.3 
Private Consumption YY -1.3 -0.4 0.3  -1.1 -1.2 -1.6 -1.5 -1.3 -0.5 -0.3 0.5 0.5 0.3 0.3 0.2 
Public Consumption YY -0.4 -0.3 -0.2  -0.2 -0.4 -0.4 -0.5 -0.5 -0.2 -0.1 -0.2 -0.1 -0.3 -0.3 -0.3 
Fixed Investment YY -4.2 -4.0 0.6  -2.8 -4.1 -4.5 -5.3 -5.9 -4.3 -3.7 -2.1 0.1 0.4 0.8 1.0 
--  Business Equipment YY -3.5 -4.3 2.6  -1.2 -3.1 -4.3 -5.3 -6.4 -5.0 -3.8 -1.8 1.8 2.7 3.0 3.0 
--  Construction YY -4.8 -4.0 -1.6  -4.1 -5.0 -4.6 -5.4 -5.5 -3.9 -3.9 -2.8 -2.0 -1.9 -1.4 -1.0 
Stocks (Contrib. to YY GDP Growth)  -0.3 0.0 0.0  -0.2 -0.5 -0.3 0.0 0.0 -0.1 0.1 0.1 0.1 0.1 0.0 -0.1 
Exports of Goods and Services YY 2.9 0.7 2.8  2.6 3.7 3.2 2.2 0.5 0.2 0.1 1.7 3.3 2.8 2.7 2.6 
Imports of Goods and Services YY -0.7 -0.7 2.3  -0.9 -0.5 -0.8 -0.6 -1.9 -1.1 -0.7 1.1 2.9 2.3 2.1 1.9 
Consumer Prices YY 2.5 1.5 1.4  2.7 2.5 2.5 2.3 1.9 1.4 1.4 1.5 1.4 1.6 1.3 1.3 
Core CPI YY 1.5 1.2 1.0  1.6 1.6 1.5 1.5 1.5 1.2 1.2 1.1 0.9 1.0 0.9 0.9 
CPI Ex Energy and Unprocessed Food YY 1.8 1.4 1.2  1.9 1.8 1.7 1.6 1.5 1.3 1.3 1.4 1.2 1.3 1.1 1.1 
Unemployment Rate YY 11.4 12.2 12.3  10.9 11.3 11.5 11.8 12.0 12.1 12.3 12.3 12.2 12.3 12.3 12.3 
Current Account Balance € bn 118.3 242.2 224.2              

% GDP 1.2 2.5 2.3              
General Government Balance € bn -352.7 -281.1 -241.4              

% GDP -3.7 -2.9 -2.5              
Primary Balance % GDP -0.6 0.1 0.5              
General Government Debt € bn 8794.6 9219.8 9549.7              

% GDP 92.7 96.0 97.2              
Gross Operating Surplus YY -0.3 -0.1 0.2              
ECB Refi Rate (Ann Avg, then qtr-end) % 0.88 0.50 0.50  1.00 0.75 0.75 0.75 0.75 0.50 0.50 0.50 0.50 0.50 0.50 0.50 
Ten-year Bund yield (Period Avg.) % 1.57 1.60 1.83  1.88 1.49 1.41 1.43 1.51 1.40 1.67 1.70 1.80 1.80 1.80 1.90 
EUR-USD FX Rate (Ann Avg, then qtr-end)  1.28 1.31 1.31  1.33 1.26 1.29 1.32 1.28 1.30 1.35 1.33 1.31 1.30 1.31 1.33  

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

This month, we revise up our GDP growth forecasts to 0.6% and 1.7% for 2013 and 
2014 (from 0.3% and 1.5%). Q2 GDP growth (0.7%QQ) came in slightly stronger 
than expected and recent data have also been fairly strong, notably for industrial 
production, suggesting positive (albeit moderating) growth into Q3. Net trade is 
likely to be a modest drag on growth this year, with high consumer confidence and 
robust wage gains lifting household spending. Business investment, which probably 
registered the first increase in seven quarters in Q2, also is likely to gain some 
momentum. Meanwhile, recent polling trends suggest that the chances of the 
current ruling coalition of CDU/CSU&FDP continuing in power post-election are 
about even with those of a grand coalition of CDU/CSU&SPD. 

Figure 4. 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 0.6 1.7  1.3 1.1 0.9 0.3 -0.3 0.5 0.7 1.6 2.0 1.6 1.6 1.6 

QQ SAAR     2.7 -0.3 0.8 -1.8 0.0 2.9 1.8 1.5 1.6 1.6 1.6 1.6 
Final Domestic Demand YY 0.3 0.7 2.1  1.0 0.8 -0.1 -0.5 -0.5 0.5 0.9 1.8 2.2 2.1 2.0 2.0 

QQ SAAR     0.6 -1.5 0.3 -1.5 0.7 2.5 1.9 2.0 2.2 2.1 1.8 1.8 
Private Consumption YY 0.7 1.5 2.0  0.9 1.5 0.3 0.2 0.6 1.2 1.6 2.5 2.2 2.0 1.9 1.8 

QQ SAAR     1.5 0.5 0.3 -1.3 3.1 2.8 2.0 2.1 2.1 1.9 1.6 1.6 
Public Consumption YY 1.2 0.5 0.8  1.8 0.8 1.2 0.9 0.2 0.9 0.4 0.5 0.8 0.8 0.8 0.8 

QQ SAAR     2.1 -1.7 2.7 0.6 -0.6 0.8 0.8 0.8 0.8 0.8 0.8 0.8 
Fixed Investment YY -2.0 -1.8 3.7  0.6 -1.6 -2.6 -4.3 -4.8 -2.1 -1.0 0.9 3.4 3.6 3.8 3.9 

QQ SAAR     -3.5 -7.4 -2.2 -4.2 -5.5 3.6 2.6 3.3 4.3 4.0 3.7 3.6 
--  Business Equipment YY -4.1 -3.3 3.9  1.3 -2.8 -6.5 -8.1 -7.6 -4.5 -1.8 1.1 2.9 3.8 4.5 4.4 

QQ SAAR     -4.5 -11.6 -8.6 -7.5 -2.5 0.7 2.2 4.1 4.5 4.4 4.9 3.9 
--  Construction YY -0.9 -1.0 3.3  -0.2 -1.2 0.0 -2.2 -3.6 -0.8 -0.6 0.9 4.0 3.1 3.1 3.0 

QQ SAAR     -2.5 -5.4 2.2 -2.9 -8.1 6.2 3.1 3.1 3.6 2.6 3.0 2.9 
Stocks (Contrib. to YY GDP Growth)  -0.5 0.2 0.1  -0.2 -0.1 -0.3 0.4 -0.1 0.1 0.3 0.0 0.0 0.0 0.0 -0.1 
Exports of Goods and Services YY 4.5 0.0 2.9  3.4 6.0 5.3 3.2 0.1 -0.7 -1.3 1.8 4.2 2.5 2.3 2.4 

QQ SAAR     4.9 12.9 5.7 -9.3 -7.0 9.3 2.9 2.5 2.4 2.3 2.2 3.0 
Imports of Goods and Services YY 2.6 0.3 3.8  3.3 3.4 2.3 1.4 -0.6 -0.6 0.1 2.3 5.3 3.8 3.2 3.0 

QQ SAAR     -0.7 9.4 2.5 -5.2 -8.2 9.5 5.2 3.5 3.2 3.2 2.7 3.0 
Net Exports (Contrib. to YY GDP Growth)  1.1 -0.1 -0.2  0.7 0.6 0.4 -0.7 0.0 0.1 -0.2 -0.1 0.0 -0.1 0.0 0.0 
Consumer Prices YY 2.0 1.7 1.9  2.1 1.9 2.0 2.0 1.5 1.5 1.9 2.0 2.0 2.0 1.7 1.8 
Compensation per Employee YY 2.8 2.8 2.6  2.5 2.7 2.9 3.2 2.9 2.9 2.7 2.6 2.6 2.6 2.6 2.6 
Employment Growth YY 1.1 0.3 0.6  1.4 1.2 1.1 0.9 0.6 0.6 -0.1 0.2 0.5 0.5 0.9 0.7 
Unemployment Rate (ILO) % 5.5 5.6 5.5  5.5 5.5 5.4 5.4 5.4 5.4 6.0 5.7 5.5 5.4 5.7 5.5 
Current Account Balance € bn 187.7 188.0 170.2              

% GDP 7.0 6.9 6.0              
General Government Balance € bn 4.1 -2.8 7.1              

% GDP 0.2 -0.1 0.3              
Primary Balance % GDP 2.6 2.3 2.6              
General Government Debt € bn 2166.3 2185.3 2164.1              

% GDP 81.9 80.4 76.8              
Gross Trading Profits YY 0.1 1.4 2.2  4.1 2.2 -1.9 -3.9 -4.3 -5.3 3.7 12.2 -0.5 5.2 1.9 2.4  

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

We raise our 2013 GDP forecasts to 0.2% from -0.2% last month after a better than 
expected 0.5% QQ gain in 2Q. We also lift our 2014 GDP forecast by 0.3pp to 0.8% 
to reflect the continued gains in recent surveys. Overall, the recovery remains 
fragile, with unemployment still trending up, while muted corporate profits and tax 
uncertainties leave many businesses in a wait-and-see mode. Coming weeks will be 
important for the government’s ability to deliver on pension reforms: demonstrations 
are planned on September 10, ahead of the presentation by PM Ayrault of his plan 
after a final round of consultations with trade unions and employers on August 26-
27. Public sector employees are also planning a day of demonstration on August 29 
to vent frustration about the erosion of purchasing power. 

Figure 5. 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 0.8  0.4 0.1 0.0 -0.3 -0.5 0.3 0.2 0.6 1.0 0.7 0.8 0.8 

QQ SAAR     0.1 -1.3 0.6 -0.7 -0.6 1.9 0.3 1.0 0.9 0.6 0.8 0.9 
Final Domestic Demand YY -0.1 0.0 0.4  -0.2 0.1 -0.1 -0.2 -0.3 0.2 0.1 0.2 0.4 0.2 0.4 0.5 

QQ SAAR     0.1 -1.0 0.3 0.0 -0.5 1.1 -0.2 0.4 0.3 0.4 0.5 0.7 
Private Consumption YY -0.3 0.3 0.5  -0.7 -0.2 -0.4 0.0 -0.4 0.5 0.4 0.5 0.6 0.4 0.5 0.4 

QQ SAAR     1.1 -2.0 0.6 0.3 -0.2 1.6 0.0 0.8 0.2 0.4 0.4 0.6 
Public Consumption YY 1.4 1.3 0.5  1.0 1.4 1.6 1.8 1.5 1.7 1.3 0.9 0.7 0.3 0.5 0.6 

QQ SAAR     2.2 1.7 1.5 1.6 1.4 2.2 0.0 0.0 0.6 0.6 0.6 0.6 
Fixed Investment YY -1.2 -2.4 -0.1  -0.2 -0.5 -1.1 -3.0 -2.7 -2.8 -2.4 -1.7 -0.7 -0.2 0.2 0.5 

QQ SAAR     -5.2 -1.5 -2.2 -3.2 -3.8 -1.9 -0.9 -0.2 0.0 0.1 0.9 0.9 
--  Businesses YY -1.9 -2.2 0.1  -1.7 -1.1 -1.2 -3.7 -2.9 -2.5 -2.0 -1.2 -0.3 -0.2 0.3 0.6 

QQ SAAR     -6.7 -2.2 -2.5 -3.1 -3.7 -0.4 -0.8 0.0 0.0 0.0 1.2 1.2 
--  Households YY -0.4 -3.7 -0.4  1.3 0.2 -0.9 -2.1 -2.8 -4.4 -4.3 -3.5 -2.1 -0.3 0.2 0.5 

QQ SAAR     -3.2 -0.2 -1.4 -3.7 -5.6 -6.6 -1.2 -0.4 0.0 0.4 0.8 0.8 
Stocks (Contrib. to YY GDP Growth)  -0.8 0.1 0.2  0.1 -0.1 0.0 -0.3 0.1 0.2 0.0 0.1 0.1 0.0 0.0 0.0 
Exports of Goods and Services YY 2.5 0.9 2.2  3.6 3.2 3.1 0.3 -0.6 0.9 1.1 2.2 3.2 1.7 1.9 2.1 

QQ SAAR     1.5 1.6 0.9 -2.7 -2.1 8.1 1.6 1.6 1.6 2.0 2.4 2.4 
Imports of Goods and Services YY -0.9 0.6 1.4  -2.4 -0.3 -0.7 -0.3 -1.0 0.6 0.8 2.3 2.4 0.8 1.1 1.3 

QQ SAAR     3.2 1.0 -0.5 -4.8 0.3 7.7 0.4 0.8 0.8 1.2 1.6 1.6 
Net Exports (Contrib. to YY GDP Growth)  1.0 0.1 0.2  -0.1 0.0 0.1 0.2 -0.2 0.0 0.1 0.1 0.1 0.1 0.1 0.1 
Consumer Prices YY 2.2 1.1 1.7  2.6 2.3 2.3 1.7 1.2 0.9 1.1 1.2 1.6 1.7 1.7 1.6 
Average Monthly Wages YY 2.1 1.9 2.0              
Employment Growth (Private-Sector) YY -0.2 -0.5 0.6              
Unemployment Rate % 9.8 10.8 10.9  9.5 9.8 9.9 10.1 10.4 10.7 11.0 11.0 10.9 10.9 10.9 11.0 
Current Account Balance € bn -44.4 -32.7 -17.1              

% GDP -2.2 -1.6 -0.8              
General Government Balance € bn -98.2 -78.1 -67.7              

% GDP -4.8 -3.8 -3.2              
Primary Balance % GDP -2.3 -1.2 -0.6              
General Government Debt € bn 1833.8 1924.1 1999.0              

% GDP 90.2 93.6 95.0              
Gross Trading Profits YY -0.9 0.0 1.0               

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

Recent data suggest GDP may return to modest expansion in H2, supported by a 
significantly less-tight fiscal stance (partly related to repayments of government 
arrears). We lift our GDP forecasts by 0.4pp for 2013 and by 0.5pp for 2014, 
although we still expect the economy will shrink on average in both years. In 2014, 
additional fiscal consolidation is likely which, together with still tight financing 
conditions, will cap domestic demand. The fiscal deficit is re-widening and risks of 
political instability remain high – two risk factors for further rating actions and 
renewed market tensions. The political backdrop hinders scope for structural 
reforms and public spending cuts. We do not see the debt ratio stabilising in the 
next few years, and we think some form of debt restructuring (maturity lengthening 
and/or coupon reductions) may be likely eventually. 

Figure 6. 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 -2.4 -1.6 -0.1  -1.7 -2.4 -2.6 -2.8 -2.3 -2.0 -1.6 -0.5 0.0 0.1 0.0 -0.3 

QQ SAAR     -4.1 -2.3 -1.1 -3.7 -2.2 -1.0 0.6 0.6 -0.2 -0.4 -0.1 -0.6 
Final Domestic Demand YY -4.7 -2.5 -0.5  -4.1 -4.7 -5.0 -4.9 -3.6 -3.0 -2.1 -1.3 -0.5 -0.4 -0.5 -0.7 

QQ SAAR     -8.4 -3.6 -4.2 -3.2 -3.5 -1.3 -0.3 0.1 -0.4 -0.9 -0.9 -0.7 
Private Consumption YY -4.3 -2.2 -0.6  -3.4 -4.2 -4.8 -4.7 -3.4 -2.8 -1.7 -1.0 -0.6 -0.5 -0.5 -0.6 

QQ SAAR     -7.0 -3.4 -4.8 -3.3 -1.9 -1.2 -0.4 -0.4 -0.6 -0.6 -0.6 -0.6 
Public Consumption YY -2.9 -0.1 -1.0  -2.9 -3.0 -2.8 -2.9 -0.8 -0.2 0.3 0.2 -0.3 -0.8 -1.2 -1.7 

QQ SAAR     -7.9 -2.2 -1.7 0.5 0.3 0.1 0.2 0.2 -1.7 -1.7 -1.7 -1.7 
Fixed Investment YY -8.0 -6.2 0.3  -7.6 -8.3 -8.2 -7.8 -7.5 -7.1 -6.1 -3.9 -0.1 0.6 0.6 0.1 

QQ SAAR     -13.6 -5.6 -4.8 -7.0 -12.7 -3.6 -0.8 2.0 2.0 -0.8 -0.8 0.0 
--  Business Equipment YY -9.6 -4.6 4.4  -8.4 -10.6 -10.3 -8.9 -8.1 -6.3 -3.9 -0.2 4.6 5.4 4.7 3.0 

QQ SAAR     -13.7 -8.2 -5.1 -8.5 -10.5 -0.7 5.1 6.1 8.1 2.3 2.2 -0.4 
--  Construction YY -6.4 -7.6 -3.7  -6.8 -6.0 -6.1 -6.7 -7.0 -7.8 -8.2 -7.4 -4.6 -4.0 -3.5 -2.9 

QQ SAAR     -13.5 -3.0 -4.4 -5.5 -14.7 -6.2 -6.2 -2.0 -3.9 -3.9 -3.9 0.4 
Exports of Goods and Services YY 2.2 -0.4 2.6  2.1 2.5 2.5 1.8 -0.2 -0.5 -0.4 -0.5 2.3 3.1 2.7 2.3 

QQ SAAR     0.0 2.4 4.5 0.2 -7.3 1.0 4.8 0.0 3.3 4.5 3.1 -1.6 
Imports of Goods and Services YY -7.8 -3.1 1.8  -8.9 -7.5 -8.1 -6.7 -5.2 -4.5 -1.9 -0.8 1.7 2.5 1.7 1.2 

QQ SAAR     -12.4 -2.9 -6.9 -4.4 -6.4 0.0 3.6 -0.1 3.2 3.2 0.6 -2.2 
Net Exports (Contrib. to YY GDP Growth)  2.8 0.7 0.3  3.2 2.8 3.0 2.4 1.4 1.1 0.4 0.1 0.2 0.3 0.4 0.4 
Consumer Prices YY 3.3 1.5 1.3  3.6 3.6 3.4 2.6 2.1 1.3 1.2 1.7 1.4 1.7 1.3 0.9 
Compensation per Employee  NA NA NA              
Employment Growth  -0.3 -1.4 -0.5              
Unemployment Rate % 10.7 12.3 12.6              
Current Account Balance € bn -8.4 22.0 32.5              

% GDP -0.5 1.4 2.1              
General Government Balance € bn -47.6 -55.2 -47.5              

% GDP -3.0 -3.5 -3.0              
Primary Balance % GDP 2.5 1.9 2.3              
General Government Debt € bn 1989 2075 2148              

% GDP 127.0 132.8 136.6               

Note: We assume sovereign debt restructuring in 2015. Percentage changes unless indicated. Annual data are period averages.  
Sources: Bank of Italy, ECB, Eurostat, ISTAT and Citi Research forecasts 

 

Giada Giani 

(44-20) 7986-3281 

giada.giani@citi.com 



European Economic Forecast Highlights 
22 August 2013 Citi Research

 

 6 

Spain 

We are lifting our growth forecasts for 2013 (by 0.3pp to -1.4%) and 2014 (by 0.7pp 
to -0.2%), reflecting better Q2 data, reduced fiscal drag and lower inflation. We still 
think, however, that the ongoing internal adjustments (private deleveraging, fiscal 
balance and housing) together with tight financing conditions are likely to leave the 
economy with almost no growth until early 2015. We see 2013 fiscal deficit (net of 
bank recap costs) narrowing marginally to 6.5% of GDP, while extra bank recap 
needs may also emerge. The debt ratio keeps rising and we think that some form of 
debt restructuring (maturity extensions/coupon reductions) may be likely eventually. 

Figure 7. 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 -1.4 -1.4 -0.2  -0.7 -1.4 -1.6 -1.9 -2.0 -1.7 -1.4 -0.5 -0.1 -0.1 -0.2 -0.4 

QQ SAAR     -1.7 -1.6 -1.3 -3.2 -2.1 -0.4 0.0 0.5 -0.4 -0.5 -0.3 -0.3 
Final Domestic Demand YY -4.0 -3.7 -1.1  -3.2 -3.8 -4.2 -4.8 -5.0 -4.4 -3.5 -1.8 -1.5 -1.1 -1.0 -0.9 

QQ SAAR     -1.8 -5.3 -4.3 -7.7 -2.8 -2.7 -0.9 -0.8 -1.6 -0.9 -0.7 -0.5 
Private Consumption YY -2.2 -2.6 -0.6  -1.3 -2.2 -2.1 -3.0 -3.9 -3.2 -2.6 -0.6 -0.7 -0.4 -0.5 -0.7 

QQ SAAR     2.1 -4.3 -2.1 -7.6 -1.5 -1.5 0.4 0.4 -2.0 -0.5 0.0 -0.2 
Government Consumption YY -3.7 -3.6 -2.0  -3.8 -2.8 -4.0 -4.1 -4.3 -4.5 -2.5 -3.0 -2.2 -2.0 -2.0 -1.7 

QQ SAAR     -4.2 -1.2 -9.8 -1.0 -4.7 -2.4 -2.1 -2.9 -1.6 -1.6 -2.0 -1.6 
Fixed Investment YY -9.1 -7.0 -1.8  -7.4 -9.2 -9.7 -10.3 -9.0 -7.6 -7.3 -4.1 -3.2 -1.9 -1.3 -0.9 

QQ SAAR     -9.4 -11.9 -4.9 -14.6 -4.4 -6.3 -3.4 -2.2 -0.7 -1.4 -1.1 -0.5 
--  Business Equipment YY -4.5 -2.2 3.7  -3.2 -4.4 -4.4 -6.2 -4.8 -3.2 -3.6 3.0 2.9 3.6 3.9 4.2 

QQ SAAR     -0.5 -6.1 4.7 -20.8 5.4 0.6 2.6 3.4 5.2 3.2 3.8 4.4 
--  Construction YY -11.5 -9.7 -5.1  -9.5 -11.6 -12.5 -12.4 -11.3 -10.1 -9.3 -8.0 -6.7 -5.2 -4.5 -4.1 

QQ SAAR     -13.8 -14.8 -9.8 -10.9 -9.5 -10.1 -6.8 -5.4 -4.3 -4.2 -4.2 -3.7 
Exports of Goods and Services YY 3.0 3.3 1.9  2.1 2.7 4.2 3.2 4.5 3.9 1.3 3.4 5.9 5.0 3.4 3.4 

QQ SAAR     -9.9 7.3 21.8 -3.7 -5.2 4.9 10.0 4.5 4.1 1.6 3.4 4.3 
Imports of Goods and Services YY -5.0 -3.1 4.4  -5.9 -5.2 -3.4 -5.4 -5.1 -4.0 -4.3 1.0 2.7 2.8 0.8 1.3 

QQ SAAR     -7.7 -5.2 11.3 -17.9 -6.5 -0.8 10.1 1.7 0.3 -0.4 1.6 3.9 
Net Exports (Contrib. to YY GDP Growth)  2.4 1.9 0.9  2.4 2.3 2.3 2.6 2.8 2.4 1.7 0.8 1.1 0.8 0.9 0.7 
Consumer Prices YY 2.4 1.8 0.9  1.9 1.9 2.8 3.2 2.8 1.8 1.5 1.0 0.9 0.9 0.9 0.9 
Compensation per Employee YY 0.3 -0.4 NA              
Employment Growth YY -4.5 -3.6 -2.4  -3.9 -4.9 -4.6 -4.8 -4.6 -3.7 -3.5 -2.7 -2.5 -2.6 -2.4 -2.2 
Unemployment Rate % 25.0 26.6 27.6  24.4 24.6 25.0 26.0 27.2 26.3 26.1 26.8 27.8 27.4 27.2 27.9 
Current Account Balance € bn -11.5 12.0 21.5              

% GDP -1.1 1.2 2.0              
General Government Balance € bn -111.6 -67.4 -61.7              

% GDP -10.6 -6.5 -5.9              
Primary Balance % GDP -7.7 -3.1 -2.2              
General Government Debt € bn 883.9 978.2 1084.2              

% GDP 84.2 93.6 103.2               

Note: We assume sovereign debt restructuring in 2015. For Spain, fiscal deficits include the effect of financial support for banks in 2011 (€5.4bn) and 2012 (€33.5bn). 
Percentage changes unless indicated. Annual data are period averages. Sources: Bank of Spain, ECB, Eurostat, INE and Citi Research forecasts 
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Greece 

Recent data suggest the recession may be less deep than we expected, and hence 
we have revised up our GDP forecasts by 0.6pp (to -4.4%) in 2013 and by 0.4pp (to 
-3.9%) in 2014. Nevertheless, the bailout programme probably is off-track again, 
due to shortfalls in privatisation revenues and poor tax collection. Major 
uncertainties lie ahead, with key discussions on further public debt restructuring 
likely before year-end. A large debt relief from official lenders would probably be the 
only viable (but politically painful) option to restore fiscal sustainability. We still think 
risks of Greece leaving the euro remain high, although this is not our base case.   

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -6.4 -4.4 -3.9 -2.3 0.6 1.3 
Final Domestic Demand YY -9.7 -7.0 -5.3 -4.3 -0.6 0.5 
Private Consumption YY -9.1 -7.1 -5.2 -4.7 -1.0 0.6 
Public Consumption YY -4.0 -3.5 -4.6 -3.7 -0.2 0.1 
Fixed Investment YY -19.0 -11.3 -6.8 -3.1 0.5 1.3 
Exports of Goods and Services YY -2.0 1.3 1.5 2.0 2.9 3.0 
Imports of Goods and Services YY -9.3 -4.1 -3.6 -4.8 -1.2 0.4 
Consumer Prices YY 1.0 -0.4 -0.9 -0.6 0.2 0.3 
Unemployment Rate % 24.1 28.3 31.2 33.6 34.2 33.9 
Current Account Balance € bn -6.5 -0.7 1.3 2.3 6.3 8.3 
 % GDP -3.4 -0.4 0.8 1.4 3.9 5.0 
General Government Balance € bn -19.4 -9.5 -8.2 -6.0 -3.9 -1.6 
 % GDP -10.0 -5.3 -4.9 -3.7 -2.4 -1.0 
Primary Balance % GDP -5.0 -1.2 -0.7 -0.2 1.3 2.8 
General Government Debt € bn 303.9 323.4 333.6 343.1 350.5 355.6 
 % GDP 156.9 179.3 196.8 210.2 214.5 215.7  

Note: We assume sovereign debt restructuring in 2017.  
Percentage changes unless indicated. Annual data are period averages.  
Sources: Bank of Greece, ECB, Eurostat and Citi Research forecasts 

 

Giada Giani 

(44-20) 7986-3281 

giada.giani@citi.com 



European Economic Forecast Highlights 
22 August 2013 Citi Research

 

 8 

Portugal 

The strong Q2 GDP print (+1.1% QQ) and gains in other monthly indicators are 
behind the revision of our GDP forecasts to -1.9% for 2013 and -0.9% for 2014 
(versus -3.0% and -1.4% last month). The reduction in fiscal tightening will likely 
cause more overshooting of budget targets and a smaller likelihood of a smooth exit 
from the bailout programme in mid-14. More fiscal austerity will be necessary over 
the next couple of years, especially if (as we expect) a second bailout programme is 
agreed. With about half of the debt in official hands, we think some further OSI and 
perhaps PSI (in the form of coupon-reduction/maturity extensions) may eventually 
occur to restore debt sustainability.   

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -3.2 -1.9 -0.9 0.2 1.1 1.2 
Final Domestic Demand YY -6.9 -4.1 -2.8 -0.9 0.6 0.8 
Private Consumption YY -5.6 -3.3 -1.8 -0.2 0.7 0.8 
Public Consumption YY -4.4 -1.6 -2.5 -1.1 0.6 0.4 
Fixed Investment YY -14.5 -10.1 -7.4 -3.7 0.0 1.2 
Exports YY 3.3 4.6 3.5 3.2 3.6 3.6 
Imports YY -6.6 -2.0 -1.1 0.8 2.8 3.1 
Consumer Prices YY 2.8 0.6 0.2 -0.2 0.3 0.5 
Unemployment Rate % 15.7 16.8 17.3 18.3 18.3 18.2 
Current Account Balance € bn -2.6 1.9 5.1 5.8 5.8 6.4 
 % GDP -1.5 1.2 3.2 3.6 3.6 3.9 
General Government Balance € bn -10.6 -9.8 -9.2 -7.4 -6.4 -5.7 
 % GDP -6.4 -6.0 -5.7 -4.6 -3.9 -3.4 
Primary Balance % GDP -2.0 -1.6 -1.3 0.0 0.8 1.5 
General Government Debt € bn 204.5 218.1 243.7 251.0 257.5 263.2 
 % GDP 123.8 133.6 151.1 155.2 157.0 157.9  

Note: We assume sovereign debt restructuring in 2015.  
Percentage changes unless indicated. Annual data are period averages.  
Sources: BdP, INE and Citi Research forecasts 
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Ireland 

Ireland's economy slipped back into renewed recession from Q2-2012 to Q1-2013, 
but recent data suggest that period of decline is over. Industrial production surged 
3.5% QoQ (non annualised) in Q2, the strongest gain since Q1-2010 with a strong 
gain in new orders as well (up 6.4% QoQ). In all, we estimate that real GDP rose 
1.0% QoQ in Q2, and we are lifting our forecast for the full year from minus 0.2% to 
plus 0.2%. The public debt/GDP ratio is likely to peak this year, but decline will be 
slow and this ratio will probably remain above 100% for many years to come.   

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY 0.1 0.2 2.5 2.3 2.7 3.0 
Real GNP YY 1.8 4.4 1.9 1.7 2.1 2.4 
Final Domestic Demand YY -1.1 -1.9 -0.4 -0.7 -0.6 -0.6 
Private Consumption YY -0.3 -0.8 0.5 -0.2 -0.3 -0.3 
Public Consumption YY -3.8 -2.0 -1.6 -0.7 0.0 0.0 
Fixed Investment YY -0.7 -7.0 -2.7 -3.5 -3.5 -3.3 
Exports of Goods and Services YY 1.6 -0.6 7.0 5.3 5.6 5.9 
Imports of Goods and Services YY 0.0 1.7 3.6 3.4 3.7 3.9 
Net Trade  1.7 0.1 4.8 3.1 3.3 3.6 
GDP Deflator YY 0.7 -0.4 1.4 1.6 1.6 1.6 
Nominal GDP YY 0.8 -0.2 3.9 4.0 4.3 4.7 
House Prices  YY -12.8 -0.8 1.2 1.0 1.0 2.1 
Unemployment Rate % 14.7 13.5 13.3 13.0 12.8 12.9 
Employment YY -0.6 1.1 -0.1 -0.2 -0.3 0.1 
Current Account Balance € bn 7.3 7.5 12.0 13.8 15.7 18.0 
 % GDP 4.4 4.6 7.1 7.8 8.5 9.3 
General Government Balance € bn -12.5 -13.5 -9.1 -6.0 -5.0 -4.6 
 % GDP -7.6 -8.2 -5.4 -3.4 -2.7 -2.4 
Primary Balance % GDP -3.9 -3.2 -0.3 1.7 2.4 2.7 
General Government Debt € bn 192.8 202.2 206.0 209.4 214.1 217.9 
 % GDP 118.6 124.6 122.2 119.4 117.1 113.8  

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

Dutch 2Q GDP matched our expectations, showing a drop of 0.2% QQ, leaving the 
level of economic activity 1.8% lower than in the same quarter last year. Domestic 
demand contributed nothing to GDP, a situation consistent with the continued 
increase in the jobless rate (up to 8.7% in July versus 6.5% a year ago). With house 
prices expected to fall further in the rest of 2013, it is difficult to envisage any gains 
in consumer spending much before the start of the 2H-14, although better 
performance from large trading partners may support Dutch exports. We anticipate 
a clearer recovery only during 2014, coming from better investment trends. 

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -1.3 -1.3 0.3 0.9 1.2 1.6 
Final Domestic Demand YY -1.8 -2.9 -0.2 0.3 0.4 0.8 
Private Consumption YY -1.6 -2.0 -0.3 0.4 0.5 0.8 
Public Consumption YY -0.7 -0.9 -0.6 0.0 0.3 0.7 
Fixed Investment (ex Stocks) YY -4.0 -8.2 0.4 0.4 0.7 1.1 
Stocks (Contrib. to YY GDP Growth) 0.2 -0.3 0.0 0.1 0.1 0.1 
Exports of Goods and Services YY 3.2 1.2 1.4 2.4 3.1 3.5 
Imports of Goods and Services YY 3.3 -1.4 0.8 2.0 2.7 3.1 
Net Exports (Contrib. to YY GDP Growth) 0.2 2.1 0.7 0.6 0.7 0.8 
Consumer Prices YY 2.8 3.0 1.9 1.5 1.8 1.6 
Unemployment Rate % 6.4 8.3 8.8 8.9 8.3 7.2 
Current Account Balance € bn 60.5 57.0 55.0 60.0 62.0 65.0 
 % GDP 10.1 9.4 8.9 9.4 9.5 9.6 
General Government Balance € bn -24.4 -23.7 -21.3 -18.2 -15.2 -9.8 
 % GDP -4.1 -3.9 -3.4 -2.9 -2.3 -1.4 
Primary Balance % GDP -2.2 -2.0 -1.4 -0.8 -0.3 0.6 
General Government Debt € bn 427.5 454.6 472.8 487.9 503.1 512.9 
 % GDP 71.3 74.9 76.2 76.8 76.9 75.9  

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

We leave our forecast for Belgium unchanged. 2Q GDP rose by 0.1% QQ after a 
flat reading in Q1, leaving the YY rate at -0.1% vs. -0.6% YY in 1Q. Sentiment 
surveys have been improving throughout 2Q and the July survey suggests that the 
gradual uptrend continued into the third quarter. Economic activity should improve 
gradually thanks to the better performance in Germany and France. Nevertheless, 
we expect Belgium to underperform compared to France, given the strong focus on 
budget consolidation after some criticism from the European Commission in June. 
The main catalyst for investors remains the 2014 May 25 legislative elections. 

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -0.3 -0.2 0.4 1.0 1.4 1.6 
Final Domestic Demand YY -0.5 -0.7 0.0 0.8 1.3 1.6 
Private Consumption YY -0.3 -0.1 -0.2 0.5 0.9 1.1 
Public Consumption YY 0.4 0.2 0.3 0.7 1.1 1.5 
Fixed Investment (ex Stocks) YY -0.6 -3.0 0.4 2.0 2.6 3.0 
Exports of Goods and Services YY 0.7 -1.1 2.2 3.5 3.9 4.3 
Imports of Goods and Services YY 0.5 -1.6 2.2 3.8 3.8 4.2 
Consumer Prices YY 2.8 1.3 1.9 1.8 1.9 1.9 
Unemployment Rate % 7.6 8.7 9.3 9.4 9.1 8.5 
Current Account Balance € bn -6.0 -7.7 -6.3 -3.9 -0.9 2.2 
 % GDP -1.6 -2.0 -1.6 -1.0 -0.2 0.5 
General Government Balance € bn -14.9 -12.2 -11.3 -8.5 -6.2 -5.8 
 % GDP -3.9 -3.2 -2.9 -2.1 -1.5 -1.3 
Primary Balance % GDP -0.5 0.4 0.7 1.5 2.0 2.1 
General Government Debt € bn 375.4 389.6 402.2 410.7 416.9 422.7 
 % GDP 99.8 102.3 103.3 102.5 100.4 98.3  

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

We slightly increased our GDP forecast to 0.8% in 2013 (0.5% previously) and 1.8% 
next year reflecting a better outlook for foreign demand and better-than-expected 
GDP growth in 2Q13. Our forecast is on average close to MinFin´s estimate of 0.5% 
and 2.2% GDP growth in 2013 and 2014 respectively. GDP growth accelerated to 
0.3% QQ in 2Q13 from 0.2% a quarter ago, probably driven by a larger contribution 
from net exports after exports accelerated in 2Q13. GDP accelerated despite 
industrial production easing its quarterly gain to 0.9% QQ in 2Q13 from 1.1% a 
quarter ago and retail sales slumping to 0.5% from 1.8%. This was probably offset 
by a milder contraction in the construction sector, where output fell by only 1.8% QQ 
in 2Q13 after -4.3% a quarter ago. As result GDP slightly accelerated its YY growth 
to 0.9% YY. In contrast to the GDP data, employment decreased by 0.4% QQ and 
widened its YY contraction to -1.2%.  

Our forecast of milder GDP gains in 2H13 (0.3% cumulatively) reflects weaker 
prospects for industry. We expect industrial output growth to decelerate to 0.9% YY 
in 3Q13 from 2.3% in 2Q13 despite improved July confidence in manufacturing as 
the quarterly survey shows evidence of weaker export orders and capacity use. 
However, sentiment indicators improved in July in almost all sectors excluding the 
retail sector. The largest improvement was in consumer confidence which rose 
above its long-term average to a level last seen in April 2012. Retail confidence 
worsened in July, however, which puts at risk the recent recovery in retail sales. 

Debt manager ARDAL decided to stop issuance of bonds in August for the second 
consecutive month. ARDAL has already 90% covered the MinFin’s gross borrowing 
requirement. As a result, ARDAL plans partial buybacks of bonds maturing in 2014, 
when the total maturity of bonds is €3.8bn (of which €1bn is syndicate bond). We 
think the main reason behind this decision is the government effort to avoid 
breaching its 57% debt-to-GDP ratio as this would require balancing the budget 
next year. July’s central government cash deficit slightly eased its narrowing 
compared to previous year. The year-to-date deficit reached €1.63bn in July 2013, 
narrower by €613mn compared with the same period in 2012. Having said this, 
government finances are still increasing their chances of meeting the deficit goal of 
€-3bn in 2013 (-4.2% of GDP) after a 12m cumulative figure of around -4.5% in July. 
The primary deficit has narrowed to 3% of GDP from -3.7% a year ago. However, 
the seasonal pattern still suggests the risk of a wider deficit in the range of 4.4%-
4.6% of GDP. The government plan envisages the deficit at -€2.8bn (-3.7% of GDP) 
in 2014 and -€2.7bn (-3.4%) in 2015. 

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY 2.0 0.8 1.8 2.4 2.9 3.4 
Final Domestic Demand YY -1.4 -1.5 1.6 2.5 3.4 3.6 
Private Consumption YY -0.6 -0.3 0.8 1.8 2.7 3.0 
Public Consumption YY -0.6 0.2 0.1 1.5 2.0 2.0 
Fixed Investment YY -3.7 -5.4 4.3 5.1 6.0 6.0 
Exports YY 8.6 3.1 4.1 5.9 6.0 6.5 
Imports YY 2.8 0.8 3.8 5.4 6.4 7.5 
Consumer Prices YY 3.6 1.7 1.9 2.7 2.7 2.7 
Unemployment Rate % 13.6 14.6 14.8 14.2 13.4 13.4 
Current Account Balance % GDP 2.2 3.6 3.0 2.8 1.8 0.4 
General Government Balance % GDP -4.3 -3.4 -3.2 -2.6 -2.1 -1.8 
Government Primary Balance % GDP -2.9 -2.0 -1.7 -1.1 -0.6 -0.3 
General Government Debt % GDP 52.1 55.3 56.1 56.3 55.7 55.2  

Sources: National sources and Citi Research forecasts 
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Slovenia 

We decided to keep our GDP forecast unchanged reflecting contending factors. 
While industrial output further eased its YY contraction to -0.6% in June and 
construction to -11.3% (both slightly better than we expected), exports decreased, 
although this may reflect temporary distortions from a drop in the number of working 
days. July’s sentiment indicator remains stable, with slightly worse confidence in 
manufacturing, while services show some improvement. Though external demand 
prospects are improving, we think that the announcement of complex banking 
stress test results by the end of 2013 is likely to keep uncertainties high, with 
negative consequences for domestic demand. 

Will Slovenia be able to manage the resolution of its banking sector without the 
external assistance? The transfer of bad loans from three systemically important 
banks into the consolidation bank BAMC was postponed to October from the end of 
June as the EC requires a deeper asset quality review (AQR) and stress test first. 
Though this transfer of bad loans seems to be still manageable according to 
schedule, the recapitalization requirements could be larger once the complex AQR 
and stress test are published by the end of 2013. The longer it takes to resolve the 
banking sector issues, the later Slovenian government will likely be able to return to 
financial markets to build up its financing reserve for 2014. We expect this reserve 
to be depleted by end of 3Q14 (assuming no rollover of t-bills), but this scenario 
suggests total government deposits will drop below €2bn after 1Q14, which would 
be the lowest value since 2009.  

We estimate the 12m cumulative deficit of the central government at 4.2% of GDP 
in July this year. While this is wider compared with 3.9% a year ago, it has actually 
narrowed from 4.4% a month ago. This monthly improvement reflects a narrower 
primary current balance at -1.2% of GDP from -1.4% a month and also a year ago 
(this balance excludes interest, capital and EU-related expenditure, revenues and 
transfers). This shows that a previous worsening of the deficit reflected a temporarily 
slightly wider deficit related to capital and EU flows, but particularly larger interest 
expenditures that increased to 2.1% of GDP (12m cumulative) in July this year from 
-1.6% a year ago. Interest rate expenditure has on average increased by 25% YY in 
the previous four years. Hence, the sooner the banking sector issues are solved (in 
our view, even at the cost of lower revenue from privatization of systemic banks), 
the better it will be for the flexibility of fiscal policy and for easing of political tensions 
owing to a probable easing in the necessity of cuts to current expenditures. 

Figure 14. Slovenia – Economic Forecasts, 2012-17F 

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -2.2 -2.2 -0.3 1.1 2.1 2.9 
Final Domestic Demand YY -3.8 -2.9 0.1 1.5 1.8 2.1 
Private Consumption YY -2.8 -4.2 -0.1 1.2 1.7 2.0 
Public Consumption  -1.6 -0.5 -0.6 0.8 1.1 1.2 
Fixed Investment YY -9.1 -2.1 1.4 3.0 2.8 3.2 
Exports YY 1.3 2.9 2.1 3.4 5.4 6.7 
Imports YY -4.3 2.6 2.6 3.8 5.7 6.7 
Consumer Prices YY 2.6 2.3 2.8 2.3 2.2 2.2 
Unemployment Rate % 8.9 10.2 11.1 12.0 12.5 12.1 
Current Account Balance % GDP 2.3 2.2 3.2 2.9 3.2 3.8 
General Government Balance % GDP -4.0 -9.1 -6.6 -3.2 -2.4 -1.5 
Government Primary Balance % GDP -1.9 -6.4 -3.7 -0.4 0.6 1.4 
General Government Debt % GDP 54.1 63.3 68.3 69.0 68.3 67.0  

Sources: National sources and Citi Research forecasts 
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United Kingdom 

With the upturn in housing, consumer spending and exports, we again lift our UK 
growth forecasts. We expect Q3 growth to stay around the Q2 pace (0.6% QQ) and 
now forecast growth of 1.1% for 2013 as a whole, 2.1% in 2014 and 2.7% in 2015, 
(0.9%, 1.3% and 1.8% respectively last month – since January, we have lifted our 
UK growth forecasts by 0.7% for 2013, and by 1.4% for both 2014 and 2015). 
Nevertheless, absent clear risks of inflation or financial instability, the MPC's 
guidance framework indicates the MPC will not even contemplate tightening until 
the jobless rate falls to 7% – which we believe will probably take until about 2017. 
This reflects scope for a cyclical productivity rebound, greater use of under-
employed labour, plus strong labour supply growth. UK labour supply is likely to 
continue to be lifted by high inflows of foreign workers, rising participation rates 
among the over 50s and tightening benefit standards. More than two thirds of the 
growth in employment over the past year is accounted for by people born outside 
the UK, and the potential supply of foreign workers is large given EU labour mobility, 
relatively high UK pay levels, and large availability of non-UK English speakers.  

Figure 15. 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 0.1 1.1 2.1  0.6 -0.1 0.1 0.0 0.2 1.4 1.2 1.8 2.1 1.9 2.0 2.3 

QQ SAAR     0.0 -2.3 3.2 -0.8 0.8 2.4 2.3 1.8 1.7 1.9 2.5 3.0 
Final Domestic Demand YY 1.4 0.7 1.5  2.2 1.0 1.5 0.9 0.0 0.4 0.9 1.6 1.3 1.5 1.5 1.8 

QQ SAAR     5.7 -0.7 0.1 -1.2 1.8 0.9 2.2 1.4 0.9 1.7 2.0 2.5 
Private Consumption YY 1.2 1.9 1.8  0.7 1.1 1.5 1.5 1.5 1.7 2.3 2.1 2.0 1.9 1.6 1.9 

QQ SAAR     1.2 1.2 1.3 2.2 1.2 2.3 3.5 1.5 0.7 1.8 2.3 2.7 
Public Consumption YY 2.8 1.1 -0.6  2.9 1.8 3.1 3.4 0.8 2.0 1.2 0.5 0.1 -0.5 -1.1 -1.2 

QQ SAAR     11.3 -3.6 3.5 3.2 0.4 1.0 0.5 0.0 -0.9 -1.4 -1.9 -0.5 
Fixed Investment YY 0.5 -5.9 3.8  8.3 -0.4 -0.9 -4.7 -8.3 -7.7 -6.5 -0.8 0.3 3.3 5.4 6.3 

QQ SAAR     17.5 -8.2 -6.4 -18.4 0.6 -5.5 -1.4 3.4 4.8 6.3 6.9 7.1 
-- Business Investment YY 1.8 -11.6 4.6  18.5 -0.7 0.1 -8.8 -16.5 -12.6 -13.3 -2.8 0.6 3.3 6.8 7.9 

QQ SAAR     35.5 -28.8 7.9 -35.9 -6.7 -1.0 -4.8 2.4 6.3 9.5 9.3 6.8 
-- Construction of Private Dwellings YY -3.4 12.0 3.0  -2.2 -2.1 -3.4 -5.8 15.6 8.7 10.4 13.6 0.9 2.0 3.8 5.2 

QQ SAAR     -27.0 24.9 -7.8 -6.1 65.5 -2.4 -2.1 5.2 2.9 2.3 4.9 11.0 
Stocks (Contrib. to YY GDP Growth)  -0.4 0.2 0.2  -0.4 -0.5 -1.1 0.7 0.4 0.5 0.1 -0.2 0.6 0.1 0.1 0.0 
Exports of Goods and Services YY 0.9 2.2 6.4  -1.4 3.4 4.2 -2.4 -0.8 2.8 1.7 5.0 7.0 5.3 6.3 6.9 

QQ SAAR     -6.8 -2.3 7.8 -7.6 -0.5 12.9 3.0 5.1 7.4 5.8 7.1 7.2 
Imports of Goods and Services YY 2.8 0.9 5.1  1.8 4.1 3.7 1.5 -0.9 0.8 0.8 2.9 6.2 4.1 4.8 5.1 

QQ SAAR     1.6 6.4 2.5 -4.1 -7.7 13.8 2.4 4.4 4.6 5.0 5.1 5.8 
Net Exports (Contrib. to YY GDP Growth)  -0.9 0.2 0.3  -1.2 -0.6 -0.3 -1.6 -0.2 0.5 0.1 0.4 0.1 0.3 0.4 0.5 
Consumer Prices YY 2.8 2.6 2.0  3.5 2.7 2.4 2.7 2.8 2.7 2.6 2.2 1.9 2.0 2.0 2.1 
Average Earnings YY YY 1.4 0.6 1.3  0.7 1.7 1.9 1.3 0.9 0.4 0.3 0.8 1.2 1.2 1.3 1.4 
Employment Growth YY 1.2 0.8 0.8  0.2 0.9 1.8 2.1 1.5 1.0 0.5 0.2 0.5 0.5 1.0 1.2 
Unemployment Rate % 7.9 8.0 8.0  8.2 8.0 7.8 7.8 7.8 7.8 8.1 8.1 8.2 8.2 8.1 8.0 
Current Account Balance £ bn -57.7 -53.4 -48.8  -11.9 -16.7 -15.1 -14.0 -14.5 -12.8 -13.0 -13.1 -12.5 -12.5 -12.1 -11.8 

% GDP -3.7 -3.3 -2.9  -3.0 -4.3 -3.9 -3.6 -3.6 -3.2 -3.2 -3.2 -3.0 -3.0 -2.8 -2.8 
Public Sector Net Borrowing £ bn FY 89.4 103.1 89.3              

% GDP -5.7 -6.3 -5.2              
General Government Balance % GDP -6.3 -6.9 -5.8              
Government Primary Balance % GDP -2.7 -3.2 -2.1              
General Government Debt £ bn 1387.4 1501.9 1621.0              

% GDP 89.5 93.3 96.7              
Gross Non Oil Trading Profits YY 4.5 11.4 9.8  0.7 0.5 4.9 10.3 11.4 15.6 8.3 9.1 9.6 10.6 9.5 9.4 
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 2.15 2.89  2.12 1.80 1.65 1.82 2.02 1.92 2.62 2.70 2.80 2.85 2.90 3.00 
EUR-GBP FX Rate (Annual Avg, then qtr-end) 0.81 0.86 0.88  0.83 0.81 0.80 0.81 0.85 0.86 0.87 0.87 0.88 0.88 0.88 0.87 
GBP-USD FX Rate (Annual Avg, then qtr-end) 1.58 1.54 1.50  1.60 1.57 1.61 1.63 1.52 1.52 1.55 1.52 1.49 1.48 1.50 1.51  

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

The conditions that prompted the SNB to adopt its exchange rate cap have now 
partly faded. EMU sovereign spreads have fallen sharply, CPI inflation is no longer 
negative and the economy is growing steadily. We are lifting our 2013 growth 
forecast to 1.7% from 1.5%. Nevertheless, we expect the SNB will continue to resist 
FX appreciation for some time to come. First, core inflation, which excludes food, 
drink, tobacco and energy, remains slightly down YoY (minus 0.2% YoY in June). 
Second, the economy has ample slack to allow growth without creating domestic 
inflation pressures. Third, the strong CHF and weakening EM growth pose serious 
headwinds, especially for Switzerland’s top-end consumer goods industries.  

Figure 16. 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 1.7 1.5  1.0 0.4 1.3 1.2 1.4 1.8 1.9 1.8 1.6 1.7 1.4 1.5 
Final Domestic Demand YY 1.7 1.7 1.2  1.5 1.8 1.7 1.7 1.6 1.9 2.2 1.2 1.3 0.9 1.0 1.5 
Private Consumption YY 2.5 2.4 1.6  2.4 2.4 2.5 2.8 2.5 2.5 2.9 1.9 1.6 1.5 1.4 1.9 
Public Consumption YY 0.5 1.0 1.4  1.5 0.0 0.3 0.4 1.6 1.5 0.7 0.1 1.4 1.4 1.4 1.4 
Fixed Investment YY -0.2 0.0 -0.1  -1.0 1.0 0.1 -0.7 -0.9 0.2 0.8 -0.1 0.3 -1.1 -0.3 0.6 
Exports of Goods and Services YY 1.1 1.1 3.7  -0.6 0.0 1.7 3.4 1.6 1.0 1.5 0.4 2.6 4.1 3.8 4.2 
Imports of Goods and Services YY 2.1 -0.1 3.4  2.5 2.0 1.3 2.6 0.0 -0.1 0.1 -0.6 2.1 3.1 3.6 4.9 
Consumer Prices YY -0.7 -0.2 0.3  -0.9 -1.0 -0.5 -0.3 -0.4 -0.4 -0.3 0.3 0.1 0.4 0.2 0.3 
Unemployment Rate % 2.6 1.8 1.7  3.1 3.2 2.3 1.8 1.9 1.9 2.0 1.6 1.6 1.7 1.8 1.5 
Current Account Balance Sfr bn 75.9 78.8 81.6  17.6 21.7 19.1 17.5 17.4 21.8 19.8 19.8 19.8 22.1 19.4 20.3 

% GDP 12.8 12.9 13.0  12.0 14.7 12.8 11.8 11.6 14.3 12.9 12.8 12.8 14.1 12.4 12.8 
General Government Balance % GDP 0.5 0.7 0.9              
General Government Debt % GDP 46.7 45.3 43.3              
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) % 0.64 0.82 1.00  0.71 0.59 0.53 0.47 0.64 0.65 1.03 0.95 1.03 1.03 1.03 1.10 
EUR-CHF FX Rate (Annual Avg, then qtr-end) 1.20 1.24 1.26  1.20 1.20 1.21 1.21 1.22 1.23 1.25 1.25 1.25 1.25 1.26 1.27 
USD-CHF FX Rate (Annual Avg, then qtr-end) 0.94 0.94 0.96  0.90 0.95 0.94 0.91 0.95 0.94 0.93 0.94 0.95 0.96 0.96 0.95  

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

After a growth recovery in early 2013, GDP fell 0.1% QQ in 2Q. However, the 
ongoing large positive growth contribution from inventories – which is somewhat 
surprising given both the business cycle and the large decline in imports – suggests 
that underlying demand may be even weaker than implied by headline GDP. It is 
important, though, to keep in mind that the 2Q GDP flash estimate is based on a 
smaller data set than for other quarters (as is the case every year), and, hence, can 
be subject to revisions at a later stage. Statistics Sweden publishes the 2Q flash 
estimate in order to provide information to assist the government in preparing its 
autumn budget bill. In other words, complete inventories data are not included in the 
preliminary data release. Nevertheless, economic recovery is likely to be weak in a 
historical perspective; exports look set to stay weak, household deleveraging risks 
are increasing and ongoing fiscal erosion limits the size of fiscal easing.  

Inflation pressure continues to be very low, with CPI inflation around zero and 
underlying CPIF inflation (CPI excluding interest rates) at 1.0% YY. Most indications 
are that inflation will remain low during the next 1-2 years; high unemployment, 
modest wage growth and a steady decline in import prices support the view. The 
Riksbank is weighing low inflation and capacity utilization against financial stability 
considerations (high household debt burden and rising house prices). Although the 
Central Bank, so far, has appeared reluctant to ease monetary policy further, 
additional macro prudential measures should free the Riksbank’s hands somewhat, 
in our view. At the July policy meeting, the Riksbank kept the conditional interest 
rate path unchanged and, in turn, confirmed its near-term easing bias. Hence, the 
Bank keeps an option to cut in September open in case the economy disappoints or 
inflation declines more than forecast. Even if these factors would support easing, a 
September rate cut is unlikely given the strong focus on financial stability 
considerations among the majority board (unlikely to go away as we see signs of 
recovery in the housing market).    

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY 1.1 1.0 2.2 2.5 2.5 2.9 
Final Domestic Demand YY 1.9 0.6 1.8    
Private Consumption YY 1.6 1.7 1.9    
Public Consumption YY 1.1 1.0 0.7    
Fixed Investment YY 3.9 -2.7 3.0    
Exports of Goods & Services YY 1.3 -2.3 2.8    
Imports of Goods & Services YY 0.5 -2.6 2.0    
Consumer Prices YY 0.9 0.1 1.0 1.8 2.2 2.3 
Unemployment Rate % 8.0 8.3 8.2    
Current Account Balance % GDP 6.9 7.1 6.9 6.7 6.8 6.7 
General Government Balance % GDP -0.6 -1.5 -1.5 -0.4 0.7 1.5 
General Government Debt % GDP 38.4 39.4 39.8 38.5 36.1 32.8 
Riksbank Rate (Annual Avg.) % 1.45 1.00 1.00 1.31 1.73 2.29 
Ten-year Yield (Period Average) % 1.59 2.00 2.23 2.30 2.55 2.80 
EUR-SEK FX Rate (Annual Average) 8.63 8.71 8.81 8.65 8.49 8.33 
USD-SEK FX Rate (Annual Average) 6.77 6.63 6.71 6.43 6.29 6.17  

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

The Danish economy has balanced on the edge of recession since mid-2010. GDP 
growth contracted 0.4% YY last year and economic activity remains sluggish. Given 
the substantial setback in 4Q12, the economy entered 2013 at a lower level than 
previously assumed. Coupled with very weak exports and stagnant domestic 
spending, this indicates barely any growth this year. Our forecast assumes that 
economic activity gradually will improve, driven by stronger domestic demand. 
However, recovery will 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, and renewed house price declines. The government has implemented a 
string of economic reforms to boost domestic demand (increased government 
investment and lower income taxes) and to improve the supply side of the economy 
(labour market reforms, changes to the unemployment and social security benefit 
system, lower corporate tax and indirect company tax cuts). So far, there appears to 
have been little material effect, however, we reckon the reforms should make the 
fundamental structure of the economy better positioned to benefit from economic 
recovery once the cycle turns. However, the easing of fiscal policy is nearing an 
end, with government estimates suggesting that recent years’ initiatives will boost 
economic growth by 0.3pp this year, while having a slightly tightening effect in 2014. 
The fiscal measures led to a substantial weakening of public finances in 2012; 
however, this year the deficit should shrink markedly, as temporary stimuli cease 
while bringing forward the tax on capital pension schemes should boost fiscal 
revenues. The Danish National Bank only partly shadowed ECB action in May, 
cutting the lending rate by 10bp to 0.20%, while keeping its other interest rates 
unchanged. This reflected a reasonable stable development in EUR/DKK with the 
Danish krone trading only marginally stronger than the central parity, at the same 
time as the lending rate already was close to zero prior to the rate announcement. 
The DNB had also said that “With low monetary policy rates, the room for further 
reduction of Denmark's Nationalbank’s lending rate is limited. The lending rate will 
remain positive”. In other words, the Bank is saving some of its ammunition. The 
DNB has not intervened in the foreign-exchange market in Feb-Jun, suggesting that 
the currency is trading around satisfactory levels versus the euro, and that the next 
independent interest rate move is unlikely to happen in the very short term.  

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

  History Forecast 
  2012 2013 2014 2015 2016 2017 
Real GDP YY -0.4 0.1 0.7 1.4 1.5 1.5 
Final Domestic Demand YY 0.4 -0.1 0.7    
Private Consumption YY 0.5 0.5 0.7    
Public Consumption YY 0.7 -0.5 0.4    
Fixed Investment YY -0.1 -0.9 1.0    
Exports of Goods & Services YY 0.2 -1.3 1.5    
Imports of Goods & Services YY 1.0 1.2 1.4    
Consumer Prices YY 2.4 0.9 1.5 1.7 1.8 1.9 
Unemployment Rate % 7.5 7.5 7.4    
Current Account Balance % GDP 6.7 5.3 4.7 4.2 4.0 3.8 
General Government Balance % GDP -4.3 -2.0 -1.5 -1.0 0.5 1.0 
General Government Debt % GDP 45.8 47.4 47.8 47.4 45.4 42.9 
DNB Bank Rate (Annual Avg % 0.43 0.10 0.20 0.40 0.60 1.00 
Ten-year Yield (Period Avg) % 1.51 1.66 1.75 1.95 2.25 2.75  

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

Mainland GDP (excl. oil/gas and shipping) expanded by a trend-like pace of 0.7% 
QQ in 1Q 2013 (in seasonally-adjusted terms), about the same pace as in the first 
three quarters of 2012, but markedly up from the meagre 0.2% QQ gain in 4Q 2012. 
Meanwhile, growth was revised down in the first half of 2012, and the year-on-year 
rate eased from 2.6% in 4Q 2012 to 2.3% in 1Q 2013. With survey indicators 
pointing to a near-term slowdown, we expect to see slightly below-trend growth this 
year (0.5% QQ in 2Q). Nevertheless, vigorous activity in the petroleum sector and 
construction industry plus recovering private spending should ensure continued 
Norwegian outperformance versus most of Europe.  

With below-target inflation and no apparent near-term triggers for a pick-up (wage 
growth below pace compatible with 2.5% inflation target, moderating economic 
activity and higher unemployment) plus high lending margins, Norges Bank turned 
even more dovish at the June monetary policy meeting and lowered its conditional 
interest rate path, now signalling a 50% probability of a September rate cut. Given 
concerns over weaker-than-expected cost pressures in the Norwegian economy 
and lower domestic capacity utilization (assessed to be “close to a normal level” vs. 
above previously), the Bank cut its inflation forecasts significantly and now only 
sees inflation at 1.9% by end-2016 – well below the 2.5% inflation target. Financial 
stability concerns, though, weigh increasingly more in the interest rate decisions 
and, with a weaker-than-projected NOK, we doubt Norges Bank will cut rates in the 
near term. But, should the NOK strengthen again (or the economy slow further), the 
question will re-emerge. We do not, however, expect economic indicators to 
disappoint on the low side ahead of the 19 September meeting; the Central Bank 
now forecast virtually stable capacity utilization and roughly unchanged inflation 
over coming months, which basically reflects our assessment of the economy.      

Figure 19. Norway – Economic Forecasts, 2012-17F 

  History Forecast     
  2012 2013 2014 2015 2016 2017 
Real GDP YY 3.3 2.2 2.6 2.8 2.7 2.7 
Final Domestic Demand YY 2.8 2.5 2.9    
Private Consumption YY 3.1 3.0 3.1    
Public Consumption YY 1.6 2.1 2.0    
Fixed Investment YY 3.8 1.6 3.9    
Exports of Goods & Services YY 3.4 2.1 2.5    
Imports of Goods & Services YY 4.2 1.7 3.9    
Consumer Prices YY 0.7 1.7 1.5 1.8 1.9 2.3 
Unemployment Rate % 3.2 3.6 3.6    
Current Account Balance % GDP 14.2 14.5 14.9 15.2 15.4 15.0 
General Government Balance % GDP 13.8 13.1 13.0 14.0 15.5 15.0 
General Government Debt % GDP NA NA NA NA NA NA 
Norges Bank Rate (Annual Avg % 1.55 1.50 1.56 2.00 2.51 3.08 
Ten-year Yield (Period Avg) % 2.15 2.45 2.63 2.75 3.00 3.25 
EUR-NOK FX Rate (Annual Average) 7.48 7.84 7.81 7.52 7.34 7.18 
USD-NOK FX Rate (Annual Average) 5.82 5.96 5.96 5.59 5.44 5.32  

Note: Percentage changes unless indicated. Annual data are period averages.  
Sources: Norges Bank, Statistics Norway and Citi Research forecasts 
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Figure 20. Long-Term Forecasts – GDP, CPI and Current Balance, 2012-14F 

 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 0.6 0.9 1.3 1.5  2.5 1.5 1.4 1.3 1.4 1.3  1.2 2.5 2.3 2.3 2.3 2.3 
Germany 0.9 0.6 1.7 1.6 1.5 1.4  2 1.7 1.9 1.9 1.8 1.8  7 6.9 6 5.4 4.9 4.7 
France 0 0.2 0.8 0.9 1.4 1.9  2.2 1.1 1.7 1.4 1.7 1.4  -2.2 -1.6 -0.8 -0.2 0.3 0 
Italy -2.4 -1.6 -0.1 0.1 0.4 0.7  3.3 1.5 1.3 0.7 0.3 0.4  -0.5 1.4 2.1 2.2 2.3 2.5 
Spain -1.4 -1.4 -0.2 0.5 1.3 1.5  2.4 1.8 0.9 0.7 0.5 0.5  -1.1 1.2 2 3 3.6 4.1 
Greece -6.4 -4.4 -3.9 -2.3 0.6 1.3  1 -0.4 -0.9 -0.6 0.2 0.3  -3.4 -0.4 0.8 1.4 3.9 5 
Ireland  0.1 0.2 2.5 2.3 2.7 3  0.7 -0.4 1.4 1.6 1.6 1.6  4.4 4.6 7.1 7.8 8.5 9.3 
Portugal -3.2 -1.9 -0.9 0.2 1.1 1.2  2.8 0.6 0.1 -0.3 0.4 0.7  -1.5 1.2 3.2 3.6 3.6 3.9 
Netherlands -1.3 -1.3 0.3 0.9 1.2 1.6  2.8 3 1.9 1.5 1.8 1.6  10.1 9.4 8.9 9.4 9.5 9.6 
Belgium -0.3 -0.2 0.4 1 1.4 1.6  2.8 1.3 1.9 1.8 1.9 1.9  -1.6 -2 -1.6 -1 -0.2 0.5 
Slovakia 2.0 0.8 1.8 2.4 2.9 3.4  3.6 1.7 1.9 2.7 2.7 2.7  2.2 3.6 3.0 2.8 1.8 0.4 
Slovenia -2.2 -2.2 -0.3 1.1 2.1 2.9  2.6 2.3 2.8 2.3 2.2 2.2  2.3 2.2 3.2 2.9 3.2 3.8 
Austria* 0.8 0.5 1.7     2.6 2.0 1.5     1.8 2.4 2.9    
Cyprus** -2.4 NA NA     3.1 NA NA     -4.9 NA NA    
Estonia* 3.2 1.5 3.6     4.2 3.4 2.9     -1.2 -3.0 -2.6    
Finland* -0.2 0.0 1.7     3.2 2.6 2.4     -1.9 -1.6 -0.9    
Luxembourg* 0.3 0.8 1.7     2.9 1.8 1.7     5.6 4.1 5.5    
Denmark -0.4 0.1 0.7 1.4 1.5 1.5  2.4 0.9 1.5 1.7 1.8 1.9  6.7 5.3 4.7 4.2 4 3.8 
Norway 3.3 2.2 2.6 2.8 2.7 2.7  0.7 1.7 1.5 1.8 1.9 2.3  14.2 14.5 14.9 15.2 15.4 15 
Sweden 1.1 1 2.2 2.5 2.5 2.9  0.9 0.1 1 1.8 2.2 2.3  6.9 7.1 6.9 6.7 6.8 6.7 
Switzerland 1 1.7 1.5 1.7 1.8 1.5  -0.7 -0.2 0.3 1.2 1.2 1  12.8 12.9 13 12.9 14 14 
United Kingdom 0.1 1.1 2.1 2.7 2.8 2.9  2.8 2.6 2 2.1 2 2  -3.7 -3.3 -2.9 -2.7 -2.6 -2.5  

Note: All forecasts are Citi forecasts except those marked with an asterisk. *OECD Economic Outlook, 29 May 2013. **IMF WEO 16 April 2013. 
Sources: OECD and Citi Research forecasts 

 

Figure 21. Long-Term 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 -3.7 -2.9 -2.5 -1.9 -1.6 -1.2  -0.6 0.1 0.5 1.1 1.5 1.8  92.7 96.0 97.2 97.1 96.8 95.4 
Germany 0.2 -0.1 0.3 0.5 0.5 0.8  2.6 2.3 2.6 2.6 2.6 2.8  81.9 80.4 76.8 73.6 71.0 68.4 
France -4.8 -3.8 -3.2 -2.8 -2.4 -1.8  -2.3 -1.2 -0.6 -0.2 0.2 0.8  90.2 93.6 95.0 95.8 95.3 94.2 
Italy -3 -3.5 -3 -2.8 -2.7 -2.4  2.5 1.9 2.3 2.6 2.8 3.0  127.0 132.8 136.7 138.9 140.3 140.8 
Spain -10.6 -6.5 -5.9 -4.6 -3.7 -3.1  -7.7 -3.1 -2.2 -0.6 0.4 1.2  84.2 93.6 103.2 106.7 108.2 108.7 
Greece -10 -5.3 -4.9 -3.7 -2.4 -1  -5.0 -1.2 -0.7 -0.2 1.3 2.8  156.9 179.3 196.8 210.1 214.5 215.7 
Ireland -7.6 -8.2 -5.4 -3.4 -2.7 -2.4  -3.9 -3.2 -0.3 1.7 2.4 2.7  118.6 124.6 122.2 119.4 117.1 113.8 
Portugal -6.4 -6 -5.7 -4.5 -3.9 -3.4  -2.0 -1.6 -1.3 0.0 0.8 1.5  123.8 133.6 151.1 155.2 156.9 157.9 
Netherlands -4.1 -3.9 -3.4 -2.9 -2.3 -1.4  -2.2 -2.0 -1.4 -0.8 -0.3 0.6  71.3 74.9 76.2 76.8 76.9 75.9 
Belgium -3.9 -3.2 -2.9 -2.1 -1.5 -1.3  -0.5 0.4 0.7 1.5 2.0 2.1  99.8 102.3 103.3 102.5 100.4 98.3 
Slovakia -4.3 -3.4 -3.2 -2.6 -2.1 -1.8  -2.9 -2.0 -1.7 -1.1 -0.6 -0.3  52.1 55.3 56.1 56.3 55.7 55.2 
Slovenia -4.0 -9.1 -6.6 -3.2 -2.4 -1.5  -1.9 -6.4 -3.7 -0.4 0.6 1.4  54.1 63.3 68.3 69.0 68.3 67.0 
Austria* -2.5 -2.3 -1.7     -0.3 -0.2 0.3     73.5 75.3 75.5    
Cyprus** -5.6 NA NA     NA NA NA     86.2 NA NA    
Estonia* -0.3 0.0 0.3     1.2 0.9 1.0     10.1 11.4 10.8    
Finland* -2.3 -2.3 -1.8     -2.5 -2.6 -2.1     53.1 56.0 59.7    
Luxembourg* -0.8 -0.7 -0.6     -1.1 -1.0 -0.9     20.8 22.8 24.4    
Denmark -4.3 -2 -1.5 -1 0.5 1         45.8 47.4 47.8 47.4 45.4 42.9 
Norway 13.8 13.1 13 14 15.5 15         NA NA NA NA NA NA 
Sweden -0.6 -1.5 -1.5 -0.4 0.7 1.5         38.4 39.4 39.8 38.5 36.1 32.8 
Switzerland 0.5 0.7 0.9 0.8 0.8 -0.6         46.7 45.3 43.3 42.3 42.0 41.8 
United Kingdom -6.3 -6.9 -5.8 -4.7 -2.8 -1.4  -2.7 -3.2 -2.1 -0.9 1.1 2.7  89.5 93.3 96.7 98.0 97.0 94.2  

Note: All forecasts are Citi forecasts except those marked with an asterisk. *OECD Economic Outlook, 29 May 2013. **IMF WEO 16 April 2013. 
Sources: OECD and Citi Research forecasts 
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Figure 22. Selected Countries – Changes in Economic Forecasts from Prior Month (Percentage Points), 2012-14F 

 GDP Growth  CPI Inflation  Current Balance (% of GDP)  Fiscal Balance (Pct of GDP) 
 2012 2013 2014  2012 2013 2014  2012 2013 2014  2012 2013 2014 
Euro Area  0.2 0.4    0.1       0.1 -0.2 
Germany  0.3 0.2   0.2 -0.3   0.2 0.6   0.4 0.2 
France  0.4 0.3   0.1 0.1       0.1 0.4 
Italy  0.4 0.5       -0.3 -0.3    0.2 
Spain  0.3 0.7   0.1    0.2 0.2    0.1 
Greece  0.6 0.4       0.3 0.4   0.2  
Ireland  0.4 0.3       -2.9 -3.1   0.2 0.3 
Portugal  1.1 0.5   -0.2 -0.2   0.2 0.2     
Netherlands  -0.1 0.1   0.2 0.2       -0.1  
Belgium      0.1          
Slovakia  0.3 0.1       0.3      
Slovenia      -0.4 -0.1    -0.1     
Denmark   0.1      0.5       
Norway  -0.2 -0.1             
Sweden  -0.2 0.2             
Switzerland  0.2 0.3   0.1 0.4   0.1 0.6   0.1 0.3 
United Kingdom  0.2 0.8    -0.2   0.1 0.4   0.2 0.5  

Source: Citi Research 
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Figure 23. Euro Area Countries – Economic Forecasts Compared, 2012-14F 

  GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP) 
 Date of Forecast 2012 2013F 2014F 2012 2013F 2014F 2012 2013F 2014F 
Euro Area - Citi Forecast 21-Aug-13 -0.5 -0.5 0.6 -3.7 -2.9 -2.5 92.7 96.0 97.2 
OECD Economic Outlook 29-May-13 -0.5 -0.6 1.1 -3.7 -3.0 -2.5 92.8 95.4 96.3 
EU Commission Forecast 03-May-13 -0.6 -0.4 1.2 -3.7 -2.9 -2.8 92.7 95.5 96.0 
IMF Article IV consultation 25-Jul-13 -0.6 -0.6 0.9 -3.7 -3.1 -2.6 92.8 95.9 96.5 
ECB Forecast - mid-point 06-Jun-13 -0.5 -0.6 1.1       
Germany - Citi Forecast 21-Aug-13 0.9 0.6 1.7 0.2 -0.1 0.3 81.9 80.4 76.8 
OECD Economic Outlook 29-May-13 0.9 0.4 1.9 0.2 -0.2 0.0 81.9 80.6 77.8 
EU Commission Forecast 03-May-13 0.7 0.4 1.8 0.2 -0.2 0.0 81.9 81.1 78.6 
IMF Article IV consultation 07-Aug-13 0.9 0.3 1.3 0.1 -0.4 -0.1 81.9 81.3 79.3 
France - Citi Forecast 21-Aug-13 0.0 0.2 0.8 -4.8 -3.8 -3.2 90.2 93.6 95.0 
OECD Economic Survey 29-May-13 0.0 -0.3 0.8 -4.9 -4.0 -3.5 90.7 94.5 97.2 
EU Commission Forecast 03-May-13 0.0 -0.1 1.1 -4.8 -3.9 -4.2 90.2 94.0 96.2 
IMF Article IV consultation 05-Aug-13 0.0 -0.2 0.8 -4.8 -3.9 -3.5 90.2 93.5 95.0 
Italy - Citi Forecast 21-Aug-13 -2.4 -1.6 -0.1 -3.0 -3.5 -2.8 127.0 132.8 136.7 
OECD Economic Survey 29-May-13 -2.4 -1.8 0.4 -2.9 -3.0 -2.3 127.0 131.7 134.3 
EU Commission Forecast 03-May-13 -2.4 -1.3 0.7 -3.0 -2.9 -2.5 127.0 131.4 132.2 
IMF WEO Forecast 09-Jul-13 -2.4 -1.8 0.7 -3.0 -2.6 -2.3 127.0 130.6 130.8 
Spain - Citi Forecast 21-Aug-13 -1.4 -1.4 -0.2 -10.6 -6.5 -5.9 84.2 93.6 103.2 
OECD Economic Outlook 29-May-13 -1.4 -1.7 0.4 -10.6 -6.9 -6.4 84.1 91.4 97.0 
EU Commission Forecast 03-May-13 -1.4 -1.5 0.9 -10.6 -6.5 -7.0 84.2 91.3 96.8 
IMF Article IV consultation 02-Aug-13 -1.4 -1.6 0.0 -10.5 -6.7 -5.9 84.0 92.0 98.0 
Greece - Citi Forecast 21-Aug-13 -6.4 -4.4 -3.9 -10.0 -5.3 -4.9 156.9 179.3 196.8 
OECD Economic Outlook 29-May-13 -6.4 -4.8 -1.2 -10.0 -4.1 -3.5 157.0 175.1 180.6 
EU Commission Forecast 03-May-13 -6.4 -4.2 0.6 -10.0 -3.8 -2.6 156.9 175.2 175.0 
IMF Article IV consultation 31-Jul-13 -6.4 -4.2 0.6 -6.3 4.1 -3.2 157.0 176.0 174.0 
Ireland - Citi Forecast 21-Aug-13 0.1 0.2 2.5 -7.6 -8.2 -5.4 118.6 124.6 122.2 
OECD Economic Outlook 29-May-13 0.9 1.0 1.9 -7.5 -7.5 -4.6 117.6 123.6 120.7 
EU Commission Forecast 03-May-13 0.9 1.1 2.2 -7.6 -7.5 -4.3 117.6 123.3 119.5 
IMF WEO Forecast 16-Apr-13 0.9 1.1 2.2 -7.7 -7.5 -4.5 117.1 122.0 120.2 
Portugal - Citi Forecast 21-Aug-13 -3.2 -1.9 -0.9 -6.4 -6.0 -5.7 123.8 133.6 151.1 
OECD Economic Outlook 29-May-13 -3.2 -2.7 0.2 -6.4 -6.4 -5.6 123.6 127.7 132.1 
EU Commission Forecast 03-May-13 -3.2 -2.3 0.6 -6.4 -5.5 -4.0 123.6 123.0 124.3 
IMF Seventh Review 13-Jun-13 -3.2 -2.3 0.6 -4.9 -5.5 -4.0 123.6 122.9 124.2 
Netherlands - Citi Forecast 21-Aug-13 -1.0 -1.3 0.3 -4.1 -3.9 -3.4 71.3 74.9 76.2 
OECD Economic Outlook 29-May-13 -1.0 -0.9 0.7 -4.0 -3.7 -3.6 71.1 72.8 74.2 
EU Commission Forecast 03-May-13 -1.0 -0.8 0.9 -4.1 -3.6 -3.6 71.2 74.6 75.8 
IMF Article IV consultation 10-May-13 -1.0 -0.5 1.1 -4.1 -3.4 -3.7 71.7 74.5 75.8 
Belgium - Citi Forecast 21-Aug-13 -0.3 -0.2 0.4 -3.9 -3.2 -2.9 99.8 102.3 103.3 
OECD Economic Survey 29-May-13 -0.3 0.0 1.1 -4.0 -2.6 -2.3 99.8 100.4 100.2 
EU Commission Forecast 03-May-13 -0.2 0.0 1.2 -3.9 -2.9 -3.1 99.6 101.4 102.1 
IMF Article IV consultation 17-May-13 -0.2 0.2 1.2 -3.9 -2.5 -2.0 99.6 100.3 99.9 
Slovakia - Citi Forecast 21-Aug-13 2.0 0.8 1.8 -4.3 -3.4 -3.2 52.1 55.3 56.1 
OECD Economic Outlook 29-May-13 2.0 0.8 2.0 -4.3 -2.6 -2.2 52.1 54.4 55.8 
EU Commission Forecast 03-May-13 2.0 1.0 2.8 -4.3 -3.0 -3.1 52.1 54.6 56.7 
IMF Article IV consultation 15-Aug-13 2.0 0.6 2.3 -4.3 -2.9 -3.8 52.1 55.3 57.5 
Slovenia - Citi Forecast 21-Aug-13 -2.2 -2.2 -0.3 -4.0 -9.1 -6.6 54.1 63.3 68.3 
OECD Economic Survey 29-May-13 -2.3 -2.3 0.1 -4.0 -7.8 -3.4 54.1 63.8 68.1 
EU Commission Forecast 03-May-13 -2.3 -2.0 -0.1 4.0 -5.3 -4.9 54.1 61.0 66.5 
IMF WEO Forecast 16-Apr-13 -2.3 -2.0 1.5 -3.2 -6.9 -4.3 52.6 68.8 71.7  

Note: Negative fiscal balances imply deficit. WEO World Economic Outlook 
Sources: ECB, EU Commission, IMF, OECD and Citi Research forecasts 
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Figure 24. Euro Area Countries – Economic Forecasts Compared, 2012-14F 

  GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP) 
 Date of Forecast 2012 2013F 2014F 2012 2013F 2014F 2012 2013F 2014F 
Austria - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 29-May-13 0.8 0.5 1.7 -2.5 -2.3 -1.7 73.5 75.3 75.5 
EU Commission Forecast 03-May-13 0.8 0.6 1.8 -2.5 -2.2 -1.8 73.4 73.8 73.7 
IMF WEO Forecast 16-Apr-13 0.8 0.8 1.6 -2.5 -2.2 -1.5 73.7 74.2 73.7 
Cyprus - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 29-May-13 NA NA NA NA NA NA NA NA NA 
EU Commission Forecast 03-May-13 -2.4 -8.7 -3.9 -6.3 -6.5 -8.4 85.8 109.5 124.0 
IMF WEO Forecast 16-Apr-13 -2.4 -- -- -5.6 -- -- 86.2 -- -- 
Estonia - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 29-May-13 3.2 1.5 3.6 -0.3 0.0 0.3 10.1 11.4 10.8 
EU Commission Forecast 03-May-13 3.2 3.0 4.0 -0.3 -0.3 0.2 10.1 10.2 9.6 
IMF WEO Forecast 16-Apr-13 3.2 3.0 3.2 -0.2 0.4 0.4 8.5 9.7 9.1 
Finland - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 29-May-13 -0.2 0.0 1.7 -2.3 -2.3 -1.8 53.1 56.0 59.7 
EU Commission Forecast 03-May-13 -0.2 0.3 1.0 -1.9 -1.8 -1.5 53.0 56.2 57.7 
IMF WEO Forecast 16-Apr-13 -0.2 0.5 1.2 -1.7 -2.0 -1.3 53.3 56.9 58.4 
Luxembourg - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 29-May-13 0.3 0.8 1.7 -0.8 -0.7 -0.6 20.8 22.8 24.4 
EU Commission Forecast 03-May-13 0.3 0.8 1.6 -0.8 -0.2 -0.4 20.8 23.4 25.2 
IMF WEO Forecast 16-Apr-13 0.1 0.1 1.3 -1.9 -1.0 -1.3 21.1 23.3 25.7 
Malta - Citi Forecast  NA NA NA NA NA NA NA NA NA 
OECD Economic Outlook 29-May-13 NA NA NA NA NA NA NA NA NA 
EU Commission Forecast 03-May-13 0.8 1.4 1.8 -3.3 -3.7 -3.6 72.1 73.9 74.9 
IMF Article IV Consultation 12-Jul-13 0.8 1.3 1.8 -3.3 -3.5 -3.5 72.1 73.7 74.2  

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

 
 

Figure 25. Selected European Countries – Economic Forecasts Compared, 2012-14F 

  GDP Growth (YY %) Fiscal Balance (% of GDP) Debt (% of GDP) 
 Date of Forecast 2012 2013F 2014F 2012 2013F 2014F 2012 2013F 2014F 
Denmark - Citi Forecast 21-Aug-13 -0.4 0.1 0.7 -4.3 -2.0 -1.5 45.8 47.4 47.8 
OECD Economic Outlook 29-May-13 -0.5 0.4 1.7 -4.1 -1.8 -1.8 45.7 45.5 45.2 
EU Commission Forecast 03-May-13 -0.5 0.7 1.7 -4.0 -1.7 -2.7 45.8 45.0 46.4 
IMF WEO Forecast 16-Apr-13 -0.6 0.8 1.3 -4.4 -2.8 -2.3 50.1 51.8 52.4 
Norway - Citi Forecast 21-Aug-13 3.3 2.2 2.6 13.8 13.1 13.0 NA NA NA 
OECD Economic Outlook 29-May-13 3.2 1.3 3.0 13.9 12.3 11.8 34.6 41.3 53.2 
IMF WEO Forecast 16-Apr-13 3.0 2.5 2.2 13.8 12.3 11.1 34.1 34.1 34.1 
Sweden - Citi Forecast 21-Aug-13 1.1 1.0 2.2 -0.6 -1.5 -1.5 38.4 39.4 39.8 
OECD Economic Outlook 29-May-13 1.2 1.3 2.5 -0.7 -1.6 -1.1 38.2 42.1 42.1 
EU Commission Forecast 03-May-13 0.8 1.5 2.5 -0.5 -1.1 -0.4 38.2 40.7 39.0 
IMF WEO Forecast 16-Apr-13 1.2 1.0 2.2 -0.4 -0.8 -0.5 38.0 37.7 36.5 
Switzerland - Citi Forecast 21-Aug-13 1.0 1.7 1.5 0.5 0.7 0.9 46.7 45.3 43.3 
OECD Economic Outlook 29-May-13 1.0 1.4 2.0 0.7 0.7 0.6 43.8 43.1 42.3 
IMF WEO Forecast 16-Apr-13 1.0 1.3 1.8 0.3 0.2 0.5 49.1 48.3 46.7 
UK - Citi Forecast 21-Aug-13 0.1 1.1 2.1 -6.3 -6.9 -5.8 89.5 93.3 96.7 
OECD Economic Outlook 29-May-13 0.3 0.8 1.5 -6.5 -7.1 -6.5 90.0 93.9 97.9 
EU Commission Forecast 03-May-13 0.3 0.6 1.7 -6.3 -6.8 -6.3 90.0 95.5 98.7 
IMF Article IV Consultation 17-Jul-13 0.2 0.9 1.5 -7.5 -6.0 -6.4 88.2 91.7 97.1 
OBR 20-Mar-13 0.2 0.6 1.8 -6.0 -5.2 -4.3 75.9 79.2 82.6  

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