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Real GDP growth
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(percentage deviations from the average over the period starting in January 1985)
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(change in millions; percentage of the labour force)
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|. A positive and broadly based outlook for the global economy

2.
3.
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Supportive stock markets

Favorable financing conditions (short and long term rates)
Moderate wage developments

High corporate profitability following corporate restructuring
Strong growth in euro area investment

Signs that euro area labour markets have become more flexible

(increase in employment)
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December 2006 Eurosystem staff macroeconomic projections
(average annual percentage changes)

2005 2006 2007

Real GDP September 2006 1.5 2.2 -2.8 1.6-2.6

Real GDP December 2006 1.5 2.5-2.9 1.7 -2.7
(2.7) (2.2)

Private consumption 1.4 1.8-2.2 1.3-2.3
(2.0) (1.8)

Government consumption 1.3 1.4-2.6 05-15
(2.0) (1.0)

Gross fixed capital formation 2.7 44 -54 2.5-5.5
(4.9) (4.0)

Exports (goods and services) 4.6 6.6 -9.4 4.2 -7.4
(8.0) (5.8)

Imports (goods and services) 5.5 6.7 -9.3 3.9-7.3
(8.0) (5.6)

Note: The midpoint is given in brackets, calculated as: (the figure at the top of the range + the figure at the bottom of the range) /
2. For each variable and horizon, ranges are based on the average absolute difference between the actual outcomes and past
projections by euro area central banks. For each variable and horizon, ranges are based on the average absolute difference
between the actual outcomes and past projections by euro area central banks. The projections for real GDP and its components

refer to working-day-adjusted data.
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(average annual percentage changes)

Institution Date of release 2006 2007 2008

Eurosystem staff projections (BMPE) December 2006 25-29 1.7-27 -
(2.7) (2.2)

European Commission November 2006 2.6 2.1 2.2

IMF September 2006 2.4 2.0

OECD November 2006 2.6 2.2 2.3

ECB Survey of Professional Forecasters 2006 Q4 2.6 2.0 2.0

Consensus Economics Forecasts December 2006 2.7 2.0 2.1

Note: The midpoint of the BMPE forecast is given in brackets, calculated as: (the value at the top of the
range + the value at the bottom of the range) / 2.




Export shares of extra euro area goods, in values (quarterly data, seasonally adjusted, percentage)
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Source: ECB calculations based on Eurostat data. Last observation refers to Q3 2006.



(annual percentage changes)
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In the short term:

* Changes in VAT in a large euro area country were not fully
reflected in prices in January

* Thereafter, on the basis of current prices for oil, and oil futures
and previous oil developments, favourable base effects may
progressively lead to lower inflation rates in the spring and
summer

* These effects will be temporary

Later in 2007:

* Inflation rates are expected to rise again as a result of
unfavourable base effects
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(HICP, overall index, percentage changes)
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(HICP, overall index, percentage changes)
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(average annual percentage changes)

Institution Date of release 2006 2007 2008

Eurosystem staff projections (BMPE) December 2006 21-23 15-25 -
(2.2) (2.0)

European Commission November 2006 2.2 2.1 1.9

IMF September 2006 2.3 2.4

OECD November 2006 2.2 1.9 1.8

ECB Survey of Professional Forecasters 2006 Q4 2.2 2.1 1.9

Consensus Economics Forecasts December 2006 2.2 2.1 1.9

Note: The midpoint of the BMPE forecast is given in brackets, calculated as: (the value at the top of the

range + the value at the bottom of the range) / 2.
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(annual percentage)

—ten-year break-even inflation rate
— upper bound of definition of price stability (below 2%)

4 inflation expectations 5 to 10 years ahead (Consensus Economics Forecasts)
HICP inflation expectations (SPF) for the five-year period ahead
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Sources: Reuters, Consensus Economics and ECB.
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Brent crude oil prices (USD per barrel)
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- A stronger than expected pass-through of past oil price increases

into consumer prices

- Additional increases in administered prices and indirect taxes
beyond those announced so far

- Stronger than currently expected wage developments, given the
favorable momentum of real GDP growth and high capacity

utilisation

The ECB’s horizon for price stability is the medium term — focusing

on current inflation is insufficient



(annual percentage changes)
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(annual percentage changes; nominal interest rates deflated with headline consumer price inflation)
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Spot three-month EURIBOR and interest rate expectations derived from EURIBOR
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* In most other EU countries outside the euro area, output growth
remained strong in the third quarter of 2006

* Domestic demand remains the main driver of growth in most of
these countries, more recently accompanied by strong export
growth

* Risks to GDP are broadly balanced in most countries

* HICP hovered around 2.5% on average in 2006

* Risks to inflation are broadly contained







