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Presenter
Presentation Notes
Sentiment indicators have improved in November, suggesting continued global growth momentum. The global composite PMI increased in November [to 54.3], following a dip in October [52.1]. The series is above the long-run average. 
The increase was broad based across sectors, with a rise in manufacturing and services sectors. The global manufacturing increased to the highest reading since May 2011, suggesting a more sustained expansion of the global manufacturing sector. 
The services index, however, was strongly affected by methodological changes to the US series, which dipped sharply in October and rebounded in November.**
Global growth rotation continues: significant improvement in activity in advanced economies has not been matched by emerging markets.

*** IMPORTANT BACKGROUND NOTE: The global composite PMI, published by Markit, was heavily revised this month. Markit have chosen to incorporate their own series for US services whereas previously it had relied on the series published by ISM (the table shows the two US composite series). The revisions change data from October 2009 onwards. There are particular differences for the latest months for the global composite PMI: while the old series had shown an improvement in October 2013, the new series fell sharply in October but subsequently rebounded in November.



Price of inflation and deflation protection in the euro area
basis points
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Source: Bloomberg. Notes: Price of 0% floor and 4% cap options (year-on-year) on euro area HICP inflation — 5Y maturity. Developments should be
interpreted with caution due to limited market liquidity. Last observation: 30 March 2016.
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Real GDP & pre-crisis expected path
index, 2007 = 100
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Sources: European Commission, Consensus Economics and ECB calculations.
Note: The dotted line represents the evolution of GDP based on private sector
expectations as measured by Consensus Economics in October 2007.
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Consumer price levels
index, Jan 2007 = 100
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Sources: Eurostat, ECB staff calculations.
Note: The dashed line grows at a constant annualized rate of 1.9%.

www.ech.europa.eu



Euro areareal GDP over various cycles and

compared with the current US cycle
index: business cycle peak = Q = 100
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Sources: Eurostat, September 2015 MPE, United States Census Bureau and
ECB calculations.
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EA: Potential output reduction
index, potential GDP in 1999 = 100

140
135

130 /

Counterfactual 7
125 potential GDP/’

120

115

. .+ Actual GDP
110

105

100
1999 2002 2005 2008 2011 2014 2017

Source: European Commission Spring 2015 forecast, Output Gap
Working Group.

Note: counterfactual potential GDP assumes that potential GDP
continued to grow at its 2007 growth rate. l.e. it reflects the
observation that potential growth has already slowed down before

the crisis.
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Presenter
Presentation Notes
While the current recovery has accelerated lately, output still remains below the levels in 2008Q1 and it is expected to reach the pre-crisis levels in 2016Q1 according to the September MPE. If the September MPE is correct, it will have taken eight years to regain the peak-levels seen in 2008. By contrast, the US reached pre-crisis levels after almost 4 years. 

No SLIDE
Compared to the September 2015 MPE, expectations for short-term interest rates in the euro area have declined for 2016 and 2017. The gradual downward drift in the risk-free term structure may indicate the emergence of increased downside risks to the outlook. More specifically, market participants are further postponing the time by which the economy will be entering on a self-sustained recovery path that would allow short-term rates to start tightening.

One reason for the shorter business cycles in the past is partly explained by the fact that business cycles across euro area countries were less synchronized than they are today (and that country developments as a result were offsetting each other). 
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Source: BIS and Eurostat

Latest observation: March 2016

Note: CPI inflation from 1960 to 1996 and HICP inflation figures after
1996. Italy figures from 1960 to 1968 refer to yearly CPI inflation
which have been linearly extrapolated in monthly format.
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Long-term nominal interest rates
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Short-term real and nominal interest rates
% p.a.

F‘ Nominal F‘ Real

1960

1970 1980 1990 2000 2010 1960 1970 1980 1990 2000 2010 1960

Source: Ameco
Latest observation: December 2015
Note: Short term real interest rates refer to West Germany up to 1991.
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Sources: Consensus Economics and Survey of Professional Forecasters.
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5 years ahead growth expectations for the euro area
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M3 and credit growth
annual percentage changes
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Source: ECB.

Note: Loans to the private sector adjusted for sales and securitisation in
accordance with the new method announced on 21 September 2015.
Latest observation: February 2016.
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Dispersion of Euro area sovereign bond yields

percentages
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Sources: Thomson Reuters and ECB calculations.

Note: The data used are based on euro area country composition as in 2011. The yields for GR, CY, EE, LU, MT, SI, are excluded owing to infrequent or a lack of

observations.
Latest observation: March 2016.
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Yield curves
Yield curve spot rates, % p.a.
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Source: ECB.

Latest observation: 29/03/2016
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Euro area inflation: realized and forecast
% p.a.
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Source: Thomson Reuters, Eurostat and ECB.
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Yield curves: OIS and euro area
government bonds
% p.a.
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Source: Bloomberg, ECB, ECB calculations.
Latest observation: 29 March 2016 (Ihs)
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