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• A staff team held discussions at the European Central Bank (ECB) and the 
European Commission (EC) during May 9-18, 2004. 

• Meetings were held at the ECB with President Trichet, Vice President 
Papademos, Mr. Issing, Mr. Padoa-Schioppa, and Ms. Tumpel-Gugerell 
(members of the Executive Board), as well as with senior staff. At the EC the 
mission met with Commissioner Almunia, Mr. Regling (Director General for 
Economic and Financial Affairs), and other officials. Mr. O’Loghlin, Alternate 
Executive Director, and Mr. Wijnholds (ECB Observer at the Executive Board) 
attended most of the meetings. Mr. Deppler presented the mission’s preliminary 
conclusions to the Economic and Financial Committee in Brussels on May 24 
and to the Eurogroup in Luxembourg on June 1. 

• The team comprised Messrs. Deppler (Head), Annett, Estevão, Faruqee, and 
Jaeger (all EUR), Mr. Debrun (RES), and Mr. Dhonte, the Fund’s Special 
Representative to the EU. Mr. Hallaert (PDR) joined the mission at the EC to 
cover EU trade issues. 

• The authorities released the mission’s concluding statement and have agreed to 
the publication of the staff report. 

 

                                                 
1 Including the trade policies of the European Union. 



 - 2 - 

 

 
                                                                      Contents                                                          Page 
 
Executive Summary................................................................................................................. 4 
 
I. Introduction.................................................................................................................. 5 
 
II. Background .................................................................................................................. 7  
 A. Cyclical Growth Developments .............................................................................. 7 
 B. Global Current Account Imbalances and the Exchange Rate ............................... 10 
 C. Long-Term Growth and Labor Utilization............................................................ 14 
 
III. Report on the Discussions.......................................................................................... 17 
 A. Cyclical Growth Outlook and Risks ..................................................................... 17 
 B. Inflation and Monetary Policy............................................................................... 19 
 C. Fiscal Policies........................................................................................................ 25 
 D. Structural Policies ................................................................................................. 31 
 E. Trade Policy........................................................................................................... 37 
 F. Statistics................................................................................................................. 38 
 
IV. Staff Appraisal ........................................................................................................... 39 
 
Boxes 
1. Past Fund Policy Recommendations and Implementation........................................... 6 
2. Historic Enlargement of the EU Comes to Pass ........................................................ 26 
3. Financial Market Integration: First Principles and National Implementation ........... 33 
 
Figures 
1. Cyclical Growth Developments................................................................................... 8 
2. Cyclical Growth Divergences ...................................................................................... 9 
3. Corporate Balance Sheets .......................................................................................... 11 
4. Employment, Productivity, and Potential Growth .................................................... 12 
5. Household Consumption and Savings ....................................................................... 13 
6. External Current Account Developments .................................................................. 15 
7. Exchange Rate Developments ................................................................................... 16 
8. Long-Term Growth Trends........................................................................................ 18 
9. Inflation Developments.............................................................................................. 20 
10. Monetary Policy Stance ............................................................................................. 21 
11. Monetary Policy Indicators........................................................................................ 23 
12. Fiscal Policy Developments....................................................................................... 27 
13. Product and Labor Market Reforms .......................................................................... 32 
14. Population Aging and Public Finances ...................................................................... 35 
 

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline

Underline



 - 3 - 

 

                                                                      Contents                                                          Page 
 
Tables 
1. Main Economic Indicators......................................................................................... 43 
2. 2003 Fiscal Projections and Outcomes ...................................................................... 44 
3. Comparison of Staff Projections and Stability Program Targets, 2003-07 ............... 45 
4. Selected Broad Economic Policy Guidelines ............................................................ 46 
5. Balance of Payments.................................................................................................. 47 
 
Appendices 
1. Statistical Issues ......................................................................................................... 48 
 
 

Underline

Underline

Underline

Underline

Underline

Underline


