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Economic Outlook for the Euro Area in 2011 and 2
Le indicazioni del rapporto periodico della rete epea di previsione su quella che sara la situazioekarea euro nel
2011 e nel 2012

The European Forecasting Network (EFN) is a rebegircup of European institutions, founded in 20@dler the
auspices of the European Commission, and curreatlyy financially supported by the Schuman Centre aEihpeal
University Institute. The objective of the EFN égsgrovide a critical analysis of the current ecoiwsituation in the
euro area, short-term forecasts of the main maoramuic and financial variables, policy advice, amdiepth study of
topics of particular relevance for the working loé tEuropean Economic and Monetary Union. The ERNighes four
quarterly reports.

The Highlights of the Winter 2010 Report are:

- In most advanced economies, strained public fiesuicompel central banks to keep their expansivesepwhile
interest rates in most emerging markets continlmtelatively low, if compared to their high pdiahgrowth rates.
Thus, expansive monetary policies throughout thddyavhile giving cause for concern regarding lang
macroeconomic stability, brighten the growth pratpdor 2011.

- Developments in the group of countries that aihar booming nor in stagnation will be pivotat the euro area
economy in 2011. Economic sentiment indicators appesuggest that important core countries arefiiérg moreanc
more from the upswing in Germany. In addition, ¢hisis of confidence in 2010 has weakened the comcoorency
and thus improved the competitiveness of firms poity in the euro area.

- We expect euro area GDP to grow by around 1.72011 and 1.6% in 2012, not enough to bring thenpieyment
rate back below 10%. In addition, this forecashade under the assumption that the fiscal cridiswt drastically
damage financial conditions and economic confideidems and households. This serious downwardigsndicated
by present sovereign risk spreads that price iigla probability for some form adebt restructuring that would implice
sizable losses for private creditors. In such & cée stability of the European banking sectorld/ide at stake, asis a
major creditor of the sovereign debtors that faceisis of confidence.

- Due to the higher external demand, industriatipetion remained quite strong in the second semastéforecasts
have been revised upwards. We expect industrigymtion to grow a 7.1% during this year and cl@s8.0% in both
2011 and 2012.

- Inflation expectations have risen slightly sitiee last report, pushed by energy and goods pigedorecast a 2.0%
average inflation rate in 2011 that will drop t@%.in 2012.

The Winter 2010 Report is freely downloadable fritia EFN websitehttp://efn.eui.eu

The European Forecasting Network is a researctpgsb&uropean institutions, founded in 2001. Theipi@ating
institutions are:

- RSCAS, European University Institute (EUI), Italy

- Centre d'Etudes Prospectives et d'Informatiotermationales (CEPII), France

- University of Birmingham, Department of Economics
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- The Halle Institute for Economic Research (IWBgrmany

- The Department of Economics, European Univelsisfitute (EUI), Italy
- Analisi Quantitativa Regional (AQR), Universitig¢ Barcelona

- Instituto Flores de Lemus (IFL), Universitat Qarlll, Madrid, Spain

- Department of Applied Economics (DAE), UniversitiyCambridge, UK

For further information, please see the EFN website

http://efn.eui.elor contact the EUI secretary or Professor Mas&mil Marcellino at +39 055 4685 956 or 928.
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