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The upturn continues to diverge across OECD : 
 United States to grow faster than other large OECD economies, despite 

short-term fiscal drag  

 Japan: various policy influences make for an irregular growth pattern.  

 Euro area growth remains constrained by fiscal consolidation and 

weaknesses in the financial system 

 

Differences explained by: 
 Speed of response in dealing with the crisis (health of the financial system, 

household deleveraging) 

 Monetary and fiscal policy stances 

 “Innocent bystanders”, which did not suffer pre-crisis imbalances, are affected 

by monetary conditions 
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Divergent recovery paths 
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Source: OECD Economic Outlook 93 database. 

Change in real GDP, in per cent 

2011  2012  2013  2014  

United States 1.8 2.2 1.9 2.8 

Euro area 1.5 -0.5 -0.6 1.1 

Japan -0.6 2.0 1.6 1.4 

  Total OECD 1.9 1.4 1.2 2.3 
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OECD growth projections 

Source: OECD Economic Outlook 93 database. 
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Divergent recovery paths across major 

economies and within the euro area 
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Real GDP growth, in per cent 

  2010 2011 2012 2013 2014 

Brazil 7.5 2.7 0.9 2.9 3.5 

China 10.4 9.3 7.8 7.8 8.4 

India 11.3 7.6 3.8 5.3 6.4 

Indonesia 6.2 6.5 6.2 6.0 6.2 

Russian Federation 4.5 4.3 3.4 2.3 3.6 

South Africa 3.1 3.5 2.5 2.8 4.3 

Non-OECD 1 8.2 6.3 5.1 5.5 6.2 

1. Includes OECD estimates and projections for Argentina, Brazil, China, India, Indonesia, Russian Federation, Saudi Arabia, South 

Africa, the aggregate Dynamic Asian Economies (comprising Chinese Taipei, Hong Kong, Malaysia, Philippines, Singapore, Thailand 

and Vietnam), the aggregate Other Major Oil Producers (comprising Azerbaijan, Kazakhstan, Turkmenistan, Brunei, Timor-Leste, 

Bahrain, Iran, Iraq, Kuwait, Libya, Oman, Qatar, UAE, Yemen, Ecuador, Trinidad and Tobago, Venezuela, Algeria, Angola, Chad, 

Republic of Congo, Equatorial Guinea, Gabon, Nigeria and Sudan), and the aggregate Rest of non-OECD (comprising all other non-

OECD countries, using IMF World Economic Outlook data for past years), weighted by nominal GDP at PPP rates in 2005. 

Source: OECD Economic Outlook 93 database. 
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Growth in EMEs is stronger  

than in OECD countries, but diverse 

Note: Euro area countries shown in green, others in blue. 

1. Interest rate on new loans to non-financial corporations (all maturities) with the exception of Greece where it refers to new loans with 

maturity of up to one year. For the United States and the United Kingdom, interest rate on outstanding loans. Year-on-year percentage 

change in 2013 Q1. 

2. Year-on-year percentage change in 2013 Q1. 

Source: ECB, national central banks, Datastream. 
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Cost of credit1 Growth of credit to the private sector2 
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Tight credit conditions in many countries 

underpin the tepid growth outlook… 
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Note:  Euro area countries  shown in green, other countries in blue. Cross-country comparisons of NPLs are complicated by differences in definitions. 

For example, while European banks follow IAS/IFRS accounting rules, their reporting of impaired loans can be influenced by prudential requirements. 

Taking the example of Italy, impaired loans reported by banks include four categories: doubtful (or bad), substandard, restructured, and past due. If 

nonperforming loans were defined as a subset of these four categories, e.g. only bad loans, then Italy’s NPL number would be lower. 

1. For the United States, end-2012; for Germany, United Kingdom and Italy, end-2011; for France, Spain and Ireland, end-June 2012; for Greece and 

Japan, end-September 2012.  

Source: ECB, national central banks, Datastream. 
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…partly reflecting slower progress  

in cleaning up the banking system  

Household gross debt as a percentage of gross disposable 

income, change from 2007 to 2012 

Note: OECD average is weighted by nominal GDP at PPP rates in 2010. 

Source: OECD national accounts, OECD Economic Outlook 93 database, national central banks' statistics, national statistical institutes, 

ECB, Eurostat.  
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Households have been deleveraging 

in some countries, but not in others 
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 A renewed intensification of the euro area crisis. Prolonged cyclical 

weakness could become a more structural stagnation. 

 

 Financial market instability in the run-up to the exit from 

unconventional monetary policy 

 

 Remaining fiscal policy risks, e.g. in relation to the impact of poorly 

targeted budgetary sequestration in the United States and 

unsustainable public finances in Japan 

 

 Potential growth rates turning out lower than we think.  
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Risks to the outlook 

Yields on benchmark 10-year government bonds, per cent 

Note: For the euro area, weighted average yield of the benchmark bond series from each European Monetary Union 

member, weighted by 1996 GDP as published by Eurostat. 

Source: Datastream, and OECD calculations. 
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Exceptionally low sovereign bond yields have 

moved up in recent weeks 
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Spreads over German 10-year government bonds, per cent 

Source: Datastream, and OECD calculations. 
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Spreads in the euro area have also recently 

unwound some of their previous decline 
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 To the extent that higher long-term bond yields reflect a normalisation of 
expectations about real GDP growth and inflation, they are a good sign 

 However, exit from unconventional monetary policy poses risks: 

 Recent market movements show how hard it is to manage expectations about the 
pace and effects of exit from quantitative easing. 

 Model simulations using the OECD’s NiGEM model suggest that a 2-percentage 
point increase in long-term interest rates within one year could subtract about 1½ 
percentage points from US GDP growth in the first year. 

 Large losses could be suffered by some institutions, especially those 
who have bought safe haven bonds with borrowed money. If this 
provokes failures, balance sheet effects could create nasty surprises.  

12 

A rise in bond yields is to be expected 

and positive per se, but… 
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Note: Data for portfolio investment refer to 2012 for Brazil, Indonesia, Mexico and Turkey, 2011q4-2012q3 for India, Korea 

and South Africa, and 2011q3-2012q2 for China. Data for current account balances refer to 2012. 

Source: Datastream; and OECD Economic Outlook 93. 
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Some EMEs are reliant on portfolio 

inflows that could come to sudden stops  

Policy should provide well designed medium-term frameworks involving 

all policy pillars: 

 
 Monetary – support activity and beat deflation 

 Fiscal – medium-term consolidation 

 Structural – boost growth and employment 

 Financial – increase bank capitalisation where needed 

 Institutional – e.g. banking union in the euro area 
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Policy responses to reduce risks and 

support growth 
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Monetary policy should remain easy in all major OECD economies,  

but the mix of costs and benefits from additional stimulus varies  

across regions:  

 

 In the United States, the pace of further easing through additional asset 

purchases may need to be gradually reduced as conditions improve 

 

 Additional easing of monetary policy is needed in the euro area via asset 

purchases and further reductions in interest rates 

 

 The intensification of quantitative and qualitative easing in Japan is overdue 

and should help to attain the new inflation target 
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Monetary policy 

Countries should proceed with structural fiscal consolidation 

commitments. Automatic stabilisers to operate fully if growth weakens. 

Composition should be growth/equity friendly. 
  

 In the United States, the automatic across-the-board budget spending cuts 

should be made less harmful to growth and a credible long-term fiscal plan 

should be put in place. 
  
 In Japan, fiscal consolidation from 2014  with credible medium-term fiscal 

plan to maintain market confidence in the face of challenging debt dynamics 
  
 In the euro area, important progress is being made. Structural consolidation 

should proceed at the slower pace planned, which would still almost stabilise 

debt ratios in the euro area as a whole in 2014. 
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Fiscal policy 



01/07/2013 

9 

* Sum of the projected change in the underlying primary balance between 2010 and 2014 and the remaining requirement from 2014, defined as the 

difference between the primary balance in 2014 and the average primary balance between 2015 and 2030, except for those countries for which the 

debt target is achieved only after 2030, in which case the average is calculated up until the year that the debt target is achieved. 

Source: OECD Economic Outlook 93 database, and OECD calculations. 

Change in underlying primary balance relative to 2010 necessary to achieve 60% 
debt-to-GDP ratio no later than 2030 
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Total consolidation requirement over 2010-30*

Projected change in underlying primary balance, 2010-14
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Many countries have achieved most of the 

adjustment needed, others have far to go 

 Beginning to bear fruit in spite of weak macro environment 

 

 Further efforts needed also because of lower potential growth 

 

 Will contribute significantly to fiscal consolidation 

18 

Structural policies 
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Export performance1 

Index, 1999 = 100 

1. The change in export performance for a given country is given by the ratio of export volume growth to the growth in that country’s 

export markets. 

Source: OECD Economic Outlook 93 database. 
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Reforms are contributing to improved export 

performance in the euro area 

Effect of 1% higher potential employment on the primary balance 

Source: Economic Outlook 88. 

0.0

0.2

0.4

0.6

0.8

1.0

0.0

0.2

0.4

0.6

0.8

1.0

% of GDP % of GDP 

20 

Structural reforms would help  

with needed fiscal consolidation 


