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FOREWORD

Pursuant to Article 2 of the Council Decision of
18 February 1974 on the attainment of a high degree of
convergence of the economic policies of the Member States,
the Council must adjust as soon as possible in the first
quarter the economic policy guidelines for the current year
as required by economic developments. To this end, and in
accordance with Article 1 of the same decision, the COmmissibn

is forwarding this communication to the Council,

In accordance with Articles 2 and 12 of the above decision,
the Commission is also forwarding to the Council herewith a summary
account of the economic policies pursued in 1977 and a report on .
the implementation of the decision and the degree to which the

policies pursued were consistent with the objectives laid down.

As for the "forecasts over five-years of the principal
macro-economic aggregates’, which are mentioned in the third
paragraph of Article 2 of the above-mentioned Decision, the revised
forecasts underlying the fourth medium-term economic policy programme
were presented in September 1977 *); a further revision carrying the

forecasts up te 1983 is currently being prepared.

*) Cf. the Report of the study group on the medium=term economic
assessments ""Outlook 1980 - One vear after drawing up the Fourth
Programme of medium—term economic policy™ (DOC./L1I/236/3/77).

®
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I. ECONOMIC OBJECTIVES AND POLICY GUIDELINES FOR 1978 CONTAINED Ii

THE ANNUAL REPORT

1.1-

The purpose of this Communication is to review economic

progress in the Community in relation to the objectives set for 1978 in

the Annual Report on the economic situation in the Community, adopted

by the Council on 21 November 1977 and, consequently to adapt, if n~-ussary
the economic policy guidelines set out in that report. '

1.2.
(i)

(ii)

(GRRD

(iv)

N

1.3.

The Community objectives fixed for 1978 uereb(1):

a real GDP growth rate for the Community taken as a whole of
4 - 4172 %;

“
a halt to the spreading of unemployment and an improvement in

the situation on the lLabour market;

narrower disparities between the payments balance positions of
the various Member States, and an overall Community payments
position either in balance or even in deficit;

a rate of inflation down to 7 = 8 X for the Community éverage
(compared with about 9 1/2 % in 1977) and a narrower spread between
the extremes, down to a range of under 4 =~ 10 % (4 - 18 % in 1977).

The principal general economic policy guidelines for 1978

were set out as follows (2):

" These objectives are by no means out of reach in 1978 if all the Member

States pool their efforts. At the present time, demand is slack all

over the world, and no country, however important its contribution

to world trade, can hope to revive economic activity by itself. On

‘the other hand, if the Member States co-ordinate among themselves and

work together with the other industrialised countries, they can mutually

strengthen the multiplier effects of the measureé they take, instil

new confidence in managements and consumers on a lasting basis and thus

achieve the growth objectives set without jeopardising fundamental

eqtﬁlibria. : A eee / eue

(1) para. 2.5 of the Annual Report,
(2) para. 3.1 of the Annual Report.

! . : !



Responsibility for supporting internal demand at an appropriate
level lies first and foremost with the Member States whose balance of
payments are relatively strong. However, as the adjustment processes
gradually evolve, other Community countries will be able to use the
room for manceuvre becoming available in order to contributé to

reinforcing business activity."”



11. THE RECENT STANCE OF BUBGETARY AND MONETARY POL ICIES

2.7 Generally suceking, vhe economic policies pursued by
Member States were in Line with the guidelines Laid down in the

Annual Report.

2.2 The budgetary support policies adopted in the second half

of the year were guided by the desire to jeopardize neither the progress
aslready made in restoring equilibria nor the medium-term target of a
gradual reduction in public deficits. As a result, they were modest in
nature. Most Member States eventually adopted this course, with those
still having to contend with severe external constraints generally taking

an even more cautious stance,

2.3. Among the Member States enjoying a favourable balance of

payments situation, the Federal Republic of Germany announced in September,
and adopted in October 1977, a new support programme. This measure, which
included tax concessions designed to stimulate investment and private con-
sumption, of which the budgetary cost in a full year was put at over 1% of
gross dcmesgic product will have the effect of suspending the reduction of the
deficit which began in 1976. Similarly, in October 1977, a set of budgetary
measures was introduced in the Netherlands at a cost equivalent to nearly 1%
of gross domestic product, consisting mainly of fiscal relief for the industry
and employment support. The package of measures adopted in Belgium in August
was made up of tax concessions for firms, but heavier taxes on households and

an action programme to combat unemployment and support investment.

2.4. A number of the other Member States also eased their budgetary
policies in the second half of 1977. The United Kingdom, for instance,
adopted in October a set of measures designed to stimulate activity in
the ensuing eighteen months, combining personal income tax reliefs,

additional expenditure on social security payments,



and m=asures to promote employment and public-sector investment. The

overall costs will be around 1 % of gross domestic product. In Ireland,

the original budget arrangements were relaxed in numerous respects in the
sunmer .With the primary aim of creating employment. In France, a few Limited
measures were introduced, at the same time, to back up those taken in the
spring with a view to a .rather less rigorous budget. In Denmark, a stabilization®
programme adopted in September, mainly based on increases in indirect taxation,

included a number of measures designeéd to boost investment and employment.

In Italy, however, no deliberate action was taken to alter the
restrictive stance of budgetary policy even though certain unavoidable
disbursements, and, above all, a revenue shortfall, caused the public

sector cash deficit to exceed the agreed objective.

2.5 As a result of these adjustments, budgetary policies for 1978 are,
generally speaking, set on an expansionary tack or, at least, are much less
stringent than was the case in 1977. This is in line with the recommendations

set out in the last Annual Report.

GENERAL GOVERNMENT BORROWING REQUIREMENT (1)

(% of GDP)

1975 1976 1977 1978

Denmark- - 2.2 - 0.6 0.4 0

FR Germany - 5.8 - 3,7 2.9 - 4.3

France - 2.2 - 0.8 1.0 - 1.1 :
Ireland -13.9 -10.3 9.5 -11.8 a
Italy -11.3 - 9.4 9.1 - 8.8
Netherlands - 2.9 - 2.3 ~ 2.4 - 4.2

Belgium - 3.8 - 4,9 5.6 - 5.7
Luxembourg 0.2 - 0.7 0.7 - 1.7

United Kingdom - 4.8 - 4.8 3.3 - 3.8

(1) National éccounts (SEC) definition.

Source : Services of the

!

Commission.,




2.6. Since the autumn, the main developments in monetary policy

have been a generally ~~re rapid expansion of monetary aggregates in
most Member States a.c the e--~gence of differing situations with regard
to interest rates. On the whole, public-sector financing has scarcely
contributed to the acceleration in the growth of the money supply.
pevelopments in this field have rather been influenced by inflows of

foreign funds.

In the United Kingdom and in the Federal Republic of Germany,

currency sales made to curb the appreciation of sterling and of the mark

were, in the closing months of 1977, a factor in the failure to keep the
growth in domestic liquidity within the targets set, With & view to reasser-
ting control over the money supply, the United Kingdom authorities, on 30

October;.discontinued'their éttempts to prevent sterling's weighted exchange

rate from rising.

With the mark's appreciation against the dollar forcing the
other currencies participating in tbe Community exchange rate scheme
down towards the lLower Limit of the margin of fluctuation, strain built
up'within the "snake", but this was then dispelled by the adOpti;n of
flexible measures. In the Netherlands, the discount rate was raised from
3.5 % to 4.5 % towards the middle of November. In the Belgo-LuxembouEg
Economic Union, it was also raised, in two steps, from 6 % to 9 Z in the
first half of December. Lastly, in the Federal Republic of Germany, it
was cut from 3.5 % to 3 % in mid-December, when the inflow of capital
was checked by an increase in the compulsory reserve ratio for capital
from abroad. As the strains eased, the discount rate in
Belgium was reduced by 2 1/2 percentage points in early
January. In the Last few months of 1977, the.fFrench authorities raised
interest rates to counter the tendency for the French franc to depreciate

against the other European currencies.

L , -am



III. TRENDS AND OUTLOOK IN THE EUROPEAN ECONOMY

3ate The starting point from which the economy is working towards
the growth objectxve has turned out to be less favourable than expected,

The trend as regards demand and production in the Community last autumn

was extremely disappointing. Although the industrial climate had improved
somewhat éfter the summer, the overall level of activity in the fourth
quarter O0f 1977, taking the Community as a whole, probably'faited to exceed
that recorded in the first qﬁarter of the same year (1). This had led to

the estimate of the rate of growth of the Communify's gross domestic praduct
in volume terms, for the whéle of-.1977, being revised downwards, According
to the Latest calculations, this rate was probably a bare 2%, instead of

2 1/2 % forecast in the autumn (2).

3.2 This trend is due partly to the fact that the stimulus given
by the world economic situation in 1977 has fallen well short of

expectations. Thus, tﬁe assumptions made in last autumn's Annusl

Report concerning production and world trade in 1977 - excluding the
Community = have alsc had to be revised downward. The new estimates

are 4 % (instead of &4 1/2 %) for growth in production and S % ;instead

of 7172 %) for growth in world trade (3). The adjustments have been
particularly substantial in the case of Japan and the small industrialized

countries outside the Community.

L / soa

(1) See the following table.
(2) See table 2.\
(3) See table 1.




3.2.

SUCCESSIVE FORECASTS OF GROWTH OF GDP

IN REAL TERMS FOR 1977

(change as % of preceding period)

(seasonally-adjusted)

Forecastsforecasts [Probable | g 50 ¢erty figur;;}(probabke outturn£§
sountry june | 395 [Repotors fBur T @ 2 ] Gu. 3] Gu- %
Denmark 1172 1 l 0.9 t : : :
FR Germany 4 X 2.6 1.0 0 0 1,3
fFrance 3 2 314 2.3 2.2 ~1.3 0.2 0.8
Ireland 3 3/4 5 5.6 H : : H
Italy 3 2 1.8 1.9 -2.9 -0.6 0.1
Nether Lands 41| 212 | 2.4 : : :

Belgium “31/72 ) 2 3% 2.4 : : : :
Luxembourg 2 1 174 1.1 : : : 2
United Kingdom (23 314 ‘ 172 { - 0.1 - 1.0 0.2 - 0.2 + 0.8
Community 3 2 172 1.9 1.0 -0.8 0 u.9?

(1) Estimates.

(2) Quarterty figures based on the average of three measures

: Data not available.

Lo

source: Commission®s departments.
S0urce.

of GDP in real terms,
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I Autunomous factors affecting the development of demand

within the Community also lacked buoyancy until last summer. This

weakness can be explained by the fact that economic policies in
general, mainly owing to the continuing impact of earlier decisions,
'ffequentty continued to exert a moderating influence. Taking the
Community 8s a whole, the effect of budgetary policy was restrictive
through most of 1977 and can be estimated at approximately 1/2 % of
gross domestic product (1).

Internal demand within the Community, however, stopped
deteriorcting last autumn, alhough as a result of developments which
were by no means the same in each country. The increase in real private
disposable income, mainly the result of slackening inflation {United
Kingdom, France and Ireland), a less hestitant attitude on the part of
firms towards stockbuitding (Federal Republic of Germany) and of
strengthening of investment in some Member States (Federal Republic of
Germany and Belgium) have all contributed to this relative improvement,

3.4, The latest forecasts concerning the economic trend in the
“ember States in 1978 show, for the Community as a whole, an average
annual rate of growth of gross domestic product of around 3 %

Under present circumstances, this average rate of growth
will require growth of 4 % to & 1/2 & during the year. This may be
considered ambitious if the aim is to achieve such growth, not on the

basis of a short~lived upturn caused by recent stimulatory measures;
{

‘but through a selfsustaining process of a kind that can support vigorous

growth throughout the Community economy for several years.,

LA N ] / LN ]

(1) This estimate is mainly based on the change in the financing requirements

of public administrations (see the table on page 4).
(2) See table 2,

LS ! * ‘¢



3.5. In fact, the new forecasts for 1978 presuppose:

- that the programmes for sustaining economic activity, adopted since
tast autumn, will be successfully completed;

- that some improvement will occur in the confidence of
producers, dealers and consumers, which does indeed seem to be taking
place according to the last harmonized industry and consumer surveys
carried out in the Cdmmunity;

- that the assumption of a moderate expansion in world trade (1) turns out
to be correct, altthough this expansion will definitely be smaller (on a

year-on-year basis) than that anticipated in the autumn (1).

The implementation of the measures announced in Japan in
late 1977 and in the United States in early 1978, and the temporary
freeze on the price of oil, should reduce the risk of an excessive
weakening in world economic activity this year.

’ However, as regards the Community, the changes which have
occurred in the exchange rate structure as a result of the weakness of
the dollar could well have the effect of inhibiting economic growth in
1978 to an appreciable extent. .

3.6, - The objectives set for 1978 in the Annual Report included
halting the spread of unemployment and improving the lLabour market

situation. It is undeniable that the unemployment trend, since last
summer, has tended to stabilize, and that this tendency seems to have
been maintained in January. After reaching a peak of 5.7 X in the third

_quarter, the seasonally adjusted unemployment rate (wholly unemployed)

in the Community, fell back to 5.5 %X in January (23.

The ratio of unfilled vacancies to thé number of unemployed
also improved in several Member States, This trend seems attributable.
to the implementation of specific measures and, in some cases, to a drop
in the participation rate. ALl ‘in all, the annual average unemployment

L N I L LN

(1) See table 1.
(2) See table 5.

RS e e vt e it s a———— e i St i o ittt i
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rate for the Community as a whole, however, could well. -increase, but to
a much -more limited extent than from 1976 to 1977 (1),

3.7. ‘The objective set in the Annual Report with regard to inflation

was to bring it down to a Community average of 7 % .to 8 % and to reduce the
spread between the highest and lowest rates to a maximum of 4 % to 10 %.

The inflation rate trends in most Member States show that this objective,
although ambitious, is still by no means unattainable. The increase in the
implicit consumer expenditure deflator fell from an anpual rate of 11% in the
first half of 1977 to about 7 1/2 % in the second half of the year. if

this trend is maintained throughout the year, the inflation rate could

well fall to under 7 % for the Community as a whole. However, the differences
betwecn Member States in the rates of increase of consumer prices will

probably be slightly greater than originally expected (1).

fia As for the objective regarding the balance of payments on

current account, the economic situation within the Community has

in 1977 produced a slight surplus for the Community as a whole"Q?),
The monetary authorities of the Member States as a whole also
increased their foreign exchange holdings by 22 300 million EMUA (2)
in 1977, to reach over 61 500 million EMUA by the end of the year.

Given the prospect of slightly more sustained expansion in
jnternal demand in 1978, the Community's imports should increase as

compared to the preceding year, but will probably remain too low to make

..ﬂll ®ow

AN I ST RS

(1) See table 2;
<2) EuroRean Moneta;y Units qf Account, ,

¥
.
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an effective contribution to the adjustment of payments balances

at world level. It is more Likely that the Community's balance of

" payments on current account, boosted by an appreciable improvement

in the terms of t'rade, will close with a larger than expected surplus.
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‘IV. GENERAL POLICY GUIDELINES

4.1, The general policy guidelines of the Annual Report are

still applicable today:

- the implementation of a coordinated policy to buttress the
economy, based on greater recourse to budgetary policy as a
growth instrument(1). This might well include adjusting the
tax burden an persons and the effective expanéion of public
investment programmes. On the other hand an appropriate and
steady growth in the main monetary aggregates is needed; (2)

.
- the moderation of the costs of production with the aid of

active cooperation from both sides of industry; (3
= the pursuit of a specific policy on employment; (4)

~ measures for speeding up structural change; (5)

4,2, * As regards growth and employment, following the line
adopted in the Annual Report, a commun cffort must bé made to
consolidate the recovery, notably by gradually extending-it to

a greater number of Member States.

eme / cow

(1) See para. 3.2 tn 3.5 in the Annual Report

(2) See Dara. 3.6. L (1] s "
(3) See para. 3.7. weono o "
(4) See para. 3.8. " oon " "

(5) See para. 3.9. woon " "
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4.3, In this respect the Community can make a useful

contribution. Realising these guidelines in the Member States in 1978 will
be facilitated by implementing actions already decided on in principle,
such as the widening of the social Fund's employment policy functions
(measures for youth employment, and women), and the entering into effect
of an enlarged Regional Development Fund, and of the Community's new

financing instrument for promoting investment in the Community.

S 4.4, AlLL Member.States have an fnterest in exploiting determinedly
the gains which accrue from membership of the Community; the Commission has
made proposals in this respect in its "Action Programme for 1978" (1).
Closer coordination of economic and financial policies would soften the
constraints imposed on different Member States, would thus increase the
chances of success of joint action to bolster economic activity, and permit
greater exchange rate stability within the Community and vis-a-vis the
outside world.

4.5. The Community must energetically resist the trend towards
protection, inside itself and at the wider international level. In the
present economic situatibn, it attaches the greatest importance to the
liberalisation of world trade and will make certain that its contribution

to the current multilateral negotiations under GATT is effective,

(1) COM Doc.(78)52 final of 10 February 1978.
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CONCLUSIONS

After nearly a year of torpidity the Community economy showed
some signs of Life in late 1977 and early 1978. However, even if growth
rates were to increase throughout the year, the goal of an average
rate of 4 % to 4 1/2 % set for the Community for 1978 on 1977 would still
appear unrealistic. Moreover recent exchange rate phenomena, particularly
the depreciation of the dollar, will on the whole have restrictive effects

on the European economy.

In general goalé for inflation established by the Commuhity
are within reach. Moreover the external constféiht'havé been relaxed

now that an appreciable current account surplus is probable in 1978,

Generally, the outlook for improvement in the external situation
and as regards inflation and of a narrowing of disparities in economic
performance among Member States should help towards a faster growth
rate and improvement in the employment situation. For maximum
effectiveness, and»without compromising progress .
made in reducing inflation, the enlarged scope for a faster return to

lasting growth must be exploited through Community-coordinated efforts.

On the whole it is necessary to ensure the full application of
the economic policy guidetlines which the Council fixed in approving the
Annual Report on 21st November 1977. However, there must be continuing
vigilance 'in assessing the effectiveness of the expansionary measures
adopted in the autumn of Last year and the durability and strength of

the recent signs of economic recovery.

L 3]
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STATISTICAL ANNEX

DEVELOPMENT OF “PRODUCTION AND WORLD TRADE
DEVELOPMENT OF: THE MAIN MACRO-ECONOMIC AGGREGATES

DEVELOPMENT OF INDUSTRIAL PRODUCTION

.

CUMULATIVE DEVELOPMENT OF INDUSTRIAL PRODUCTION

DEVELOPMENT OF UNEMPLOYMENT
DEVELOPMENT OF CONSUMER PRICE INDICES
DEVELOPMENT OF BALANCE OF TRADE

EXCHANGE RATES: PERCENTAGE APPRECIATION (+) AND
DEPRECIATION (~) '



TABLE 1

DEVELOPMENT OF PRODUCTION AND WORLD TRADE

(% change on preceding year)

(non-member countries)

1969-73 1 4974 1975 | 1976 | 1977 1978
average |,
(&P

Gross domestic product in real terms
Total of developed countries 4.7 0.1 - 0.8 5.2 3172 A
Total excluding the Community 4.6 - 9.5 - 0.3 5.4 4 4
volume of trade
Total world imports 10.3 6.1 -3 11 5 5
~ excluding the Community 8.7 9.6 -1 94/21 5112 5
Total imports of developed countries 11.0 1.1 - 7.4 14.0 5 5
- excluding the Community 9.4 2.9 - 9.4 13.6 7 4 172
Total imports of developing 7.4 20 172 91/ 9 7 6 172
cuuntries
- of which: OPEC : 18 43 18 15 12
world export prices Cin 8)
price of basic materials 32 12y -5 10
- of which: fuels ' i 205 2 9 1/2
Price of manufactured prodbcts . 13 11 8 172

(1) For certain countries; gross national product.

Sources: N.U., IMF, natjonal statistics and the Commission's Departments.

3 Data not available,

- oty




TABLE 2

DEVELOPMENT -OF THE MAIN MACRO-ECONOMIC AGGREGATES

A

!
i
.
| Gross domestic product (volume) Nunber of unemployed as = % of labour
i ' %.Change‘ ) force (1) .
’ ; }g;g‘ 1975 | 1976 | 1977 ° | 1978 }g;g’ 1975 | 1976 | 1977 | 1978
DENMARK 57 | -1 | 48] 0.9 | 151 1.3 | 5.0 | 5.1 5.9 | 56
fR GERMANY 3.6 | - 2.6 5.6 2.6 3.4 ] 1. 4.9 4.1 ) 4.0} 4o
FRANCE 4.7 0.1 5.2 2.3 27 | 2.7 4.0 4.4 | 5.9 5.1
IRELAND 4.5 0.6 ] 3.2 s.6) 6.0} 5.9 7.9 | 94| 9.4 | 8.9
ITALY 4,0 |-3.7 s.6 | 1.8 171 sl o] sl e 7 s
NETHERLANDS 5.0 |-1.2 l..t(.z 2.4 2.1 24 4,0 4,31 4.2 | 4.5
BELGIUM s.2 =201} 3.0°1 2.4 | 23] 2.3 s.3°| 6.7 | 7.4 | 7.3
LUXEMBOURG 4 |-83] 2.8 1.4 141 o 0.2 | 0. | 0.8 1.4
wited kmneoom | 2.7 |-1.6 | 2.8 -0 |31/8] 28 3.9 | s.2| 5.7 | 6.0
COMMUNITY 4 - 1.7 4.8 1.9 | 2.8 2.7 4.4 4.9 | 5.4 | 5.6
" Implied deflator of private Balance on current account
consumption = %‘fhaq?es (g *000 million)
‘ W | 9rs | 1976 1977 " 1978 :‘;;2' 1975 | 1976 1977
DENMARK 7.9 8.4 | 8.5 | 10.5 | 10.5 |-0.5 | -0. | -2.0 ] - 1.7
FR GERMANY 5.7 6.3 | 4.4 | 3.9 35| 35 6.3 3.7 - 2.6 (&)
FRANCE 8.4 12.1 9.9 | . 9.3 7.0 |- %.2 -0 - 6.1 | =3.0
IRELAND 10.8 | 20.9 | 17.0 | 13.6 | 6.5 |- 0.3, o | -63 | - 0.2
ITALY 9.0 | 17.0 | 17.5 | 18,5 | 12.0 |- 1.2 -0.6 | -2.9 2.0 -
NETHERLANDS 9.6 | w03 ) 92| 70 s} 1.0 | a7 2.5 0.5
BELGIUM 6.3 | 12.0 | 8.9 | 6.5 5.5 1 4.0 0.3 P
LXEMBEOURG 6.0 | 10.7 | 9.8 6.7 | 4.0 . , :
witep kineoow | 9.1 | 23.4 | 15.4 | 149 | B -2 -3 | .22 | o
CQMMUNITY 7.8 12.8 9.8 9.6 6.9 1.2 T1.6 - 7.8 0.5

(1) Italy: Figures from Ministry of Labour.
(2) provisional figure . '
(3) Like other rates of growth of GDP in this column, this figures is based on 1977 prices.
O0fficial figures take 1970 as the price base, thereby giving little weight to the
contribution of North Sea oil to the rate of growth. At 1970 prices, growth in 1978 is
estimated to be almost 1 % lower.

(4) 3.5 according to Bundesbank. .
source: Commission’s Departments.

.
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TABLE 3

DEVELOPMENT OF INDUSTRIAL PRODUCT ION

(X change on preceding period)

(seasonally-adjusted figures)

- 1976 |- : 1977 Dec. 1976
1975 | 1976 | 1977 . Dec. 1977
‘ : Iv 1 11 111 v pec. )
Denmark “-57 1 1.4 0.6]~0.4 1.8 |-5.6 1 6.6 |=1.58 1.0 0.9
FR Germany -6.21 741 34 1.3 ] 2.6 {-0.2 |-1a 1.1 0.5 4.6
France -7.21 8.6 1.00 1.6 2.3 |~ 2.4 |~ 2.0 |-0,8]-2.1 - 2.6
Ireland -6 | 7.9} ¢ 0.8 1.2 3.9| 0.4 : 2 :
Italy -8.8| 11.6|-0.3] 5.8} 2.2|~5.9|-3.6 |{-2.2}~ 2.6 -13.3
Netherlands -49 ] 6.8 1.41 2.31-0.21 0.1 (-2.5 0.1 2.9 - 1.4
Belgium -9.81 7.8 : 1.1 |- 0.1 ] 0.3 [-2.0 [-0.47] 4. 0.7
Luxembourg -2191 6.3] 0.5{-1.01 3.7] 2.3 |- 4.8 0.5 {- 3.6 - 3.6
United Kingdom - 4,2 1.0 1.0 1.6 2.9 |-2.2 0.3 |- 1.7 1.0 -1
Community -6.6 | 7.3 1.6 1.9 2.4-181]-1.5 |-0.6] 0.0 -1.1
Consumer goods -4,2 7.6 3.0 2.6 1.8 1~ 1.6 |- 0.9 0.5 0.5 0.0
Intermediate goods | =10.0 | 9.7 0.0} 1.5 2.7 |-2.4 {-1.8 |-1.6}-0.1 - 3.5
Hnveitment goods - 3.8 1.5 1.9 2.0 2.31~1.11|-02 |-05]|-0.6 0.5
e = e =
Building and civil engineering .
Community -7.0]-1.01 1.5 1.5} 13] 1.3 0 1.5 : :

. (1) Grogs figures.
1 Data not available.

. gource t EUROSTAT and Commission's Departments.
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TABLE &

CUMULATIVE DEVELOPMENT OF INDUSTRIAL PRODPUCTION

Minimum 1975

Haximum 197671977

December 1977

Country Month 1970=100 Month'~ Year % change on minimum! ¥ change on maximum
. - lat an annual rate [at an annual rate
, Denmark HMarch 4.7 March. 77 13.5 - 10,0
“fR Germany July 100.1 Aprit 77 10.6 - 2.3
;France August 1110  |#arch 77 10,1 -, 7.9
-lret;nd LIiIL@u.. 112.4 11Y Qu, 77 9.3 :
\Italy Aunust 9.4 pecember 77 23.7 - 14,2
 Wetherlands July 109.7  |aprit 77 11.4 - 4.9
v . .
~,Betgi&h September 104.7 Octoher 76 15.9 - 6.1
Luxembourg May 87.5 June 76 53.8 E - 6.3
United Kingdom ‘i August 99.5 Januvary 77 6.7 - 4,0
" Community Julty Y 104.9 January 77 1.0 - 4.9

.

Source : EUROSTAT

-

-
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: Data not available..
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TABLE 6

DEVELOPMENT OF CONSUMER PRICE INDICES

% change on preceding year pec?7,
] 1976 1977 Pec?ds
1974 1 1975 | 1976 | 19771 4y 1 11 | 111 ] v | Nov.|pec.

" penmark 5.3 9.6] 9.00111.1] 3.91 .1} 3.2 2.5 54 1.0{ 0.1 |12.5 |
FR Germany 7.0! s.o] 4.5) 3.8] 0.5 1.9] 161 0.2]0.2 | 0.1 0.3} 3.5
France 13.6 1 11.71 9.6} 9.61 2.6 | 1.6] 3.1] 2.4 2.4 | 0.6 0.3 9.3
Ireland (1) 17.0 | 20,9 ] 17.9113.6{ 4.2 | 3.8] 3.8 1.1 | 1.7 | 1.7p ¢ |10.8
Italy 9.2 | 170 16.7] 8.4 6.4} 47) 3.8) 2.5 3,3 | 1.0} 0.5 {16.9
Netherlands = .| 9.8 | 9.9[ 8.9 6.7 2.5 0.7 2.91 0.6 | 9.3 | 0.2]-0.1] 5.5
Belgium 12| 2.8} 92| Ta| 17| 2.0) 1.61 1.5 1.2 | 0.4] 0.6 ] 6.4
Luxembourg  +°| 9.5 | 10.8] 9.8| 6.7] 1.8 | 2.3} 1.6} 0.7} 0.4 0.3 -0.2 | 4.3
United Kingdom | 16.0 | 24.2 | 16.5]15.8] 4.6 | 5.0] 45| 1.6 1 1.3 0.5| 0.5 {12.1
Communi ty 13.0 | 13.8 | 113112 3.3 3.1} 3.0} 1.6 415 0.5| 0.4 | 8.9

(1) Quarterly indices.
(2) November 1976 - November 1977,

s bata not available.

Source: EUROSTAT
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TABLE 8

EXCHANGE RATES: PERCENTAGE APPRECIATION (+) AND DEPRECIATION (=)

[ test 12 months () Last 6 months (1) | Last 3 months (1)
’ ;631{; Effect,ratei potlar Ef%ect.rate; Dof;;:—“”””h‘ﬂwg¥;§é£t;;;; '
» ) f
. e {.-“N, e e o e e
penmark I+ 5.8 - 2,2 |+1,2 -+ 04 |+ 10,3 + 33
R Germany ;+16;4 + 9,6 + 14 + 6,3 |+ 9.5 AR ITY
France MK - 5,4 + 259 -~ 5,9 [+ 2,0 + 4 ¢
Ireland +13,2 + 4,7 + 11,0 + 4,0 y 6,6 ~ 4,9
Ttaly + 3,6 - 5,1 + 3,4 - 3,7 + 2,8 - 2,0
" Netherlands +14,8 + 46,1 + 12,6 + 3,0 + 10’6 ‘ 3,9
“Belgium :16,0 | + 6,1 + 12,9 + 3,8 + 10,9 + 4,7
United Kingdom +13,2 e 6,7 + 11,0 T 6,1 + 6,6 + 3,1

(1) End-February 1978 for ‘rat ; against the dollar; February 1978 average for the effective
exchange rates,

Source: Commission's Departments.
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