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Figure 1: Changes in the ECB, IMF and SPF forecasts averaged
over the different time horizons (percentage points difference) °
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Source: Grzegorczyc and Papadia, Measuring macroeconomic uncertainty during the
euro’s lifetime. Bruegel Working paper, June 2022



Figure 2: Inflation and ECB inflationary projections.
2002-2022.

1. Faulty
Inflation control

-1




Figure 3: Consumer price level, 2% trend increase of the price
level. 1999-2022
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Figure 4: Rate of consumer inflation during the tenure of the
first four ECB Presidents
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Faulty inflation

control - 4.
Dispiriting bang
for the buck

Figure 5: Cumulated effect of unconventional monetary
policy. (2014-2018)
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Table 1: Medium term scenarios, growth and inflation for the

euro area
Growth Inflation
2021 2022 2021 2022
December April December April
Core inflation

IMF 2022:4.2% 2022: 2.8% 2022: 2.5% 2022: 5.8%
2023: 2.0% 2023: 2.4% 2023:2.2% 2023: 2.9%
2024:2.1% 2024: 2.0%

December June December June
ECB 2022: 4.6% 2022: 2.8% 2022:1.7% 2022: 6.8%
2023:2.1% 2023:2.1% 2023: 1.5% 2023: 3.5%
2024:2.1% 2024: 2.1%

December April December April

Really return to
y 2022:2.7% 2022:7.0%
OECD 2022: 4.3% 2022: 2.6% 2023: 4.5%

n O rm al ’? 2023:2.1% 2023: 1.6% Core inflation Core inflation

U 2024: 1.5% 2022: 1.5% 2022:3.8%
2023: 2.4%

December April December April
2022: 4.4% 2022: 2.5% 2022: 2.0% 2022: 6.8%

Goldman Sachs

2023: 2.4% 2023: 2.0% 2023:1.3% 2023: 2.5%
2024: 1.6% 2024: 1.6% 2024: 1.4% 2024:2.2%

December April December April
2022: 2.0% 2022: 7.1%
CITI 2022: 3.9% 2022: 2.3% 2023:1.3% 2023: 3.4%
2023: 2.4% 2023: 1.8% 2024: 1.4% 2024: 2.4%

2025: 2.1%




Figure 6: Overnight interest rate in the €-area
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[11. Prospects of

monetary
tightening - 2

Table 2. Possible sequence of ECB rate increases

July 2022 25

September 2022 50

October 2022 25

December 2022 25

2023 50

2024 25
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[11. Prospects of
monetary

tightening - 3

Table 3. Expected interest rates in the FED dot plot

Date EFFR level

End 2022 3.4
End 2023 3.7
End 2024 3.4

Longer term 2.5
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[11. Prospects of

monetary
tightening - 4

Percent

Figure 7:
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Figure 8: 10-year sovereign spread.

Turbulent history of bond market fragmentation in the euro area
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Figure 9: Borrowing costs and maturities of selected government
bonds.

Borrowing costs for euro area sovereigns declined, while maturities increased
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Figure 10: Interest rate growth differential and debt/GDP ratio.

Given favourable interest rate-growth differentials, public debt ratios likely to decline

Interest rate-growth differential Government debt in selected countries
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Figure 11: Impact of growth and interest rate changes on gross
financing needs.

Potential growth matters more for sovereign finances than interest rates

Impact of an interest rate and GDP shock on sovereign gross financing needs
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Source: Schnabel, United in Diversity — Challenges for monetary policy in a currency union. June 14t 2022.
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Figure 12: Potential growth

Potential growth outlook above historical average for some high-debt countries
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Figure 13: Gross public debt to GDP ratio, comparing the April
2022 and April 2021 IMF World Economic Outlook projections
(% of GDP)
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GDP, Euro area (constant price)
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Broad effective exchange rate of the euro

FREQ WJ Broad Effective Exchange Rate for Euro Area
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Broad dollar effective exchange rate
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