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	Basic statistics of the euro area,a 2015

	(Numbers in parentheses refer to the OECD average)b

	LAND, PEOPLE AND ELECTORAL CYCLE

	Population (million)
	338.5
	
	Population density per km²
	122.7
	(35.1)

	Under 15 (%)
	15.3
	(18.0)
	Life expectancy (years, 2014)
	82.0
	(80.5)

	Over 65 (%)
	19.6
	(16.3)
	Men
	79.2
	(77.8)

	Foreign-born (%)
	11.7
	
	Women
	84.7
	(83.1)

	Latest 5-year average growth (%)
	0.2
	(0.6)
	
	
	

	ECONOMY

	Gross domestic product (GDP)
	
	
	Value added shares (%, 2014)
	
	

	In current prices (billion USD)
	11.537
	
	Primary sector
	1.6
	(2.4)

	In current prices (billion EUR)
	10.400
	
	Industry including construction
	24.4
	(26.7)

	Latest 5-year average real growth (%)
	0.6
	(1.7)
	Services
	73.9
	(70.9)

	Per capita (000USD PPP)
	40.2
	(40.2)
	
	
	

	GENERAL GOVERNMENT
Per cent of GDP

	Expenditure
	48.6
	(42.3)
	Gross financial debt
	90.7
	

	Revenue
	46.6
	(38.5)
	
	
	

	EXTERNAL ACCOUNTS

	Exchange rate (EUR per USD)
	0.901
	
	Main exports (%of total merchandise exports)
	
	

	PPP exchange rate (USA=1)
	0.764
	
	Machinery and transport equipment
	44.6
	

	In per cent of GDP
	
	
	Other manufactured goods
	25.0
	

	Exports of goods and services (including intra EA)
	45.7
	(54.1)
	Chemicals and related products, n.e.s.
	18.4
	

	Imports of goods and services (including intra EA)
	41.3
	(49.7)
	Main imports (%of total merchandise imports)
	
	

	Current account balance
	3.2
	(0.1)
	Machinery and transport equipment
	33.7
	

	Net international investment position
	-4.0
	
	Other manufactured goods
	26.9
	

	
	
	
	Mineral fuels, lubricants and related materials
	16.5
	

	LABOUR MARKET, SKILLS AND INNOVATION

	Employment rate for 15-64year-olds (%)
	64.5
	(66.2)
	Unemployment rate, Labour Force Survey (age 15 and over, %)
	10.9
	(6.8)

	Men
	69.7
	(74.1)
	Youth (age 15-24, %)
	22.4
	(13.9)

	Women
	59.5
	(58.5)
	Long-term unemployed (1year and over, %)
	5.5
	(2.5)

	Participation rate for 15-64year-olds (%)
	72.4
	(71.2)
	Tertiary educational attainment 25-64year-olds (%)
	29.2
	(33.3)

	Average hours worked per year (2014)c
	1567
	(1770)
	Gross domestic expenditure on R&D (% of GDP, 2014)
	2.1
	(2.4)

	ENVIRONMENT

	Total primary energy supply per capita (toe, 2014)
	3.5
	(4.1)
	CO2 emissions from fuel combustion per capita (tonnes, 2013)
	6.7
	(9.6)

	Renewables (%)
	12.2
	(9.1)
	Municipal waste per capita (tonnes, 2014)
	0.5
	(0.5)

	Fine particulate matter concentration (PM2.5, μg/m3, 2013)
	13.7
	(13.8)
	
	
	

	SOCIETY

	Income inequality (Gini coefficient, 2014)
	0.310
	(0.308)
	Education outcomes (PISA score, 2012)
	
	

	At risk of poverty rate (%, 2014)
	10.7
	
	Reading
	493
	(496)

	Public and private spending (% of GDP)
	
	
	Mathematics
	494
	(494)

	Health care, current expenditure (2013)c
	9.0
	(8.9)
	Science
	501
	(501)

	Pensions (2011)c
	10.8
	(8.7)
	Share of women in parliament (%, April2016)
	30.6
	(27.9)

	Education (primary, secondary, post sec. non tertiary, 2013)
	3.5
	(3.7)
	Net official development assistance (% of GNI, 2014)
	0.30
	(0.37)

	Better life index: www.oecdbetterlifeindex.org

	a. Average of euro area 18or 19countries unless otherwise indicated.

	b. Where the OECD aggregate is not provided in the source database, a simple OECD average of latest available data is calculated where data exist for at least 29member countries.

	c. Average of the euro area member countries that are also members of the OECD (15countries).

	Source: Calculations based on data extracted from the databases of the following organisations: Eurostat, OECD, International Energy Agency, World Bank, International Monetary Fund and Inter-Parliamentary Union.




Abbreviations and acronyms
AMC
Asset management company


APP
Asset purchase programme


BRRD
Bank recovery and resolution directive


CAP
Common agricultural policy


EBA
European Banking Authority


ECB
European Central Bank


EDP
Excessive deficit procedure


EFSI
European fund for strategic investments


EIB
European Investment Bank


ERDF
European regional development fund


ESF
European social fund


ESIF
European structural and investment funds


EU
EuropeanUnion


EUR
Euro


GDP
Gross domestic product


IFRS
International Financial Reporting Standards


IMF
International Monetary Fund


LTROs
Long-term refinancing operations


MTO
Medium-term objective


NPLs
Non-performing loans


QE
Quantitative easing


R&D
Research and development


SGP
Stability and Growth Pact


SMEs
Small and medium-sized enterprises


SoEs
State-owned entreprises


SSM
Single supervisory mechanism


TLTROs
Targeted long-term refinancing operations


USD
UnitedStates dollar



Executive summary
Monetary and financial policies to support the recovery
Euro area consumer prices
[image: graphic]1. Expected average annual inflation based on the difference between 5and 10-year inflation swaps.
Source: Eurostat Database and Thomson Reuters Datastream Database.
StatLinkhttp://dx.doi.org/10.1787/888933366894

Growth has picked up gradually over the past two years, supported by very accommodative monetary policy. The effect of fiscal policy on domestic demand has turned broadly neutral. But unemployment is still very high in many euro area countries, investment has been sluggish and credit remains weak. Inflation is well below targetand market-based measures of inflation expectations have been drifting down. Tackling these interconnected problems requires resolute and co-ordinated action by euro area countries to support aggregate demand and strengthen the financial sector to unlock credit growth.

Restoring credit growth
Credit to non-financial corporations
January-March2016
[image: graphic]Source: ECB, Statistical Data Warehouse.
StatLinkhttp://dx.doi.org/10.1787/888933366900

Important building blocks of banking union are now in place. But collective action is needed to complete banking union by further harmonising bank regulation, reinforcing deposit insurance at the national and European levels, and creating a common fiscal backstop to the Single Resolution Fund. The dependence between national banks and their governments still poses a serious risk in the event of renewed turbulence.

Making public policy more supportive of inclusive growth
Euro area fiscal stance
Change in the underlying primary balance
[image: graphic]Source: OECD Economic Outlook, Vol.2016, No.1.
StatLinkhttp://dx.doi.org/10.1787/888933366912

In the wake of the global financial crisis, governments provided fiscal support and public debt rose sharply. Subsequent fiscal consolidation often resulted in deep cuts to public investment and increases in labour taxes, which weigh onfuture growth potential. Addressing these problems requires applying the flexibility embedded in the Stability and Growth Pact to support growth when appropriate, upgrading national budgetary frameworks and supporting private investment, including in the context of the Investment Plan for Europe.

	MAIN FINDINGS
	KEY RECOMMENDATIONS

	Monetary and fiscal policies

	Inflation remains well under the target of below, but close to, 2%. Inflation expectations are drifting down.
	Commit to keep monetary policy accommodative until inflation is clearly rising to near the target.

	Aggregate demand is still weak and unemployment remains very high.
	Countries with fiscal space should use budgetary support to raise growth.

	In high-debt, low-growth countries, the strict application of the debt reduction rule of the Stability and Growth Pact can require very large fiscal adjustments.
	Ensure that the application of the debt reduction rule of the Stability and Growth Pact does not threaten the recovery.

	Financial policies

	Non-performing loans (NPLs) are still very high in some countries, which hampers credit growth.
	When NPLs create a serious economic disturbance, speed up and facilitate the resolution of NPLs by not triggering bail-in procedures within the existing rules.
Consider establishing asset management companies where needed, and possibly at the European level.
Take supervisory measures to encourage banks to resolve NPLs, which might include raising capital surcharges for long-standing NPLs.

	National fiscal positions are vulnerable to national banking crises.
	Reinforce national deposit insurance schemes and implement a European Deposit Insurance Scheme, in tandem with continued risk reduction in the banking sector.
To reduce links between national governments and their banks, create a common fiscal backstop to the Single Resolution Fund.

	Banking regulation remains fragmented along national borders, which is an obstacle to a level playing field.
	Further harmonise banking regulation in Europe.

	Making public finances more growth-friendly

	Investment in Europe remains weak.
	As intended in the Investment Plan for Europe, the European Investment Bank should finance higher-risk projects that would not otherwise be carried out.
Countries should increase targeted public support to investment while enhancing the framework conditions for private investment. 

	The composition of public spending and revenue has become less growth-friendly.
	Allow longer initial deadlines for correcting excessive deficits if countries implement major structural reforms in spending and tax policies which enhance potential growth and long-term sustainability.

	Reforms to national budgetary frameworks have not been sufficient.
	Adopt national expenditure rules and conduct spending reviews linked to budget preparation.
Ensure that national independent fiscal institutions have resources to fulfil their mandate.






Assessment and recommendations1



Challenges facing Europe

Europe has made important progress in harnessing and reinforcing its policies and institutions to recover from a double-dip recession and improve crisis management. Very supportive monetary policy has helped growth to pick up gradually over the past two years (Figure 1, Panel A), and contributed to reduce tensions in sovereign debt markets (Figure 1, Panel B). The effect of fiscal policy on demand has turned broadly neutral. Important building blocks of banking union, on both supervision and resolution fronts, have come into operation, improving the resilience of the European financial system. Confidence in the European project has recovered from its lows in 2013, although it is still well below what it was before the crisis (Figure 2).



Figure 1. GDP growth and long-term interest rate spreads

[image: graphic]1. Euro area member countries that are also members of the OECD (15 countries).

2. Ten-year government bond spreads relative to the German rate.

Source: OECD (2016), OECD Economic Outlook: Statistics and Projections and Main Economic Indicators (databases).

StatLink  http://dx.doi.org/10.1787/888933366926





Figure 2. Eurobarometer: Public opinion of the European Union

Question responses,1 per cent

[image: graphic]1. “In general, does the EU conjure up for you a very positive, fairly positive, neutral, fairly negative or very negative image?”

Source: European Commission, “Public Opinion in the European Union”, Standard Eurobarometer, various editions.

StatLink  http://dx.doi.org/10.1787/888933366545



However, many legacies of the crisis are still unresolved, and major new problems have emerged. Unemployment is still high in many countries, and there is a wide dispersion across the euro area (Figure 3). Despite the somewhat stronger economy, inflation is close to zero, well below the European Central Bank (ECB) target of just under 2%. Unlike in the United States, investment is still far below 2007 levels, especially in those countries hit hardest by the crisis (Figure 4), mainly due to weak demand but also to high non-performing loans and, in many countries, high corporate indebtedness, which hamper credit (OECD, 2015a). Political tensions have flared up recently due to large inflows of refugees, and have put strains on border-free travel within the Schengen zone. The reintroduction of border controls in some Schengen zone countries is a setback for European integration.



Figure 3. Unemployment dispersion in the euro area

Unemployment rates, per cent

[image: graphic]1. Euro area 19 countries.

2. Unweighted average.

Source: Eurostat (2016), “Employment and unemployment (LFS)”, Eurostat Database.

StatLink  http://dx.doi.org/10.1787/888933366937





Figure 4. Investment is still far below 2007 levels

Real gross fixed capital formation, index Q4 2007 = 100

[image: graphic]1. Euro area member countries that are also members of the OECD (15 countries).

Source: OECD (2016), OECD Economic Outlook: Statistics and Projections (database).

StatLink  http://dx.doi.org/10.1787/888933366942



These challenges weigh on economic performance and, more broadly, on the quality of life of European citizens. Well-being in the euro area often displays large disparities across countries (Figure 5). These tend to be most acute in income, labour market outcomes and subjective well-being, all of which were deeply affected by the crisis. Furthermore, some countries often find themselves among the best or the worst performers in most dimensions of well-being (Figure 5). Improving well-being requires stronger and more even growth and job creation across the euro area, but also reforms in specific policy areas, such as education and health, where the composition and efficiency of public spending plays a crucial role.



Figure 5. Well-being outcomes1


Euro area, 2016

[image: graphic]1. Euro area member countries that are also members of the OECD (15 countries). Each well-being dimension is measured by one to three indicators from the OECD Better Life indicator set. Normalised indicators are averaged with equal weights. Indicators are normalised to range between 10 (best) and 0 according to the following formula: ([indicator value – worst value]/[best value – worst value]) × 10.

2. Calculated as a simple average of the highest and lowest performers of the euro area cross-country distribution.

Source: OECD Better Life Index, www.oecdbetterlifeindex.org.

StatLink  http://dx.doi.org/10.1787/888933366951



Building a better future calls for stronger collective action on several fronts. Despite recent progress, banking union remains incomplete, which hampers monetary policy transmission and capital market integration, and the resulting mutual dependence of national governments and national banks poses vulnerabilities during a crisis. Joint action is also needed to protect external borders and share the financial burden of the refugee inflow. Public investment remains depressed, due to strong and lopsided fiscal consolidations in the recent past, which have fallen heavily on capital spending, and insufficient consideration of cross-country spillovers. Business investment is further hampered by the high levels of corporate debt overhang, by remaining weaknesses in some national banking systems and by scant progress in goods and services markets integration after the crisis, not least through the persistence of high regulatory heterogeneity.

In this context, the 2016 OECD Economic Survey of the euro area mainly focusses on fiscal and...
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