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Presenter
Presentation Notes
Thank organizers

Remind that report can be found on IMF web site.

Also include references and web links to various papers mentioned at the end.

Main theme: euro area at a crossroads. 
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THE EURO AREA’S INVESTMENT RECOVERY HAS 
BEEN SLOW AND UNEVEN 
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Presenter
Presentation Notes
The euro area recovery has strengthened in recent quarters. 

Since Q3 2015, growth has picked up, led by domestic demand (blue bars). 

Private consumption has been supported by lower oil prices and higher employment, while rising demand and easing financial conditions have helped lift business investment. 

Net exports, however, have contributed negatively, reflecting the slowdown in global trade and higher imports.
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DEEP CUTS IN PUBLIC INVESTMENT HAVE NOT 
BEEN REVERSED 
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Presenter
Presentation Notes
At the same time, macro policies are now more supportive. 

Left: After several years of consolidation, the fiscal stance switched to being mildly expansionary in 2016, partly driven by higher refugee-related spending in countries such as Germany. 

Right: Monetary easing by the ECB is also helping to ease credit standards and support confidence, contributing to a modest pickup in lending. 
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HIGH NPLS HOLD BACK CREDIT … 
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Presentation Notes
At the same time, macro policies are now more supportive. 

Left: After several years of consolidation, the fiscal stance switched to being mildly expansionary in 2016, partly driven by higher refugee-related spending in countries such as Germany. 

Right: Monetary easing by the ECB is also helping to ease credit standards and support confidence, contributing to a modest pickup in lending. 



... IMPEDING INVESTMENT BY BANK-DEPENDENT SMES2  
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2 “Investment, Firm Size, and the Corporate Debt Burden: A Firm-Level Analysis of the Euro Area,” IMF 2016 Euro Area Selected Issues Paper  

Presenter
Presentation Notes
High corporate indebtedness have also held back investment, in particular for the SMEs. 

Left: Corporate leverage for SMEs continues to decline but remains high, especially compared to larger firms. �
Right: Analysis looking at the breakdown in investment between large and small firms finds that SMEs (blue bars) account for around 60 percent of gross corporate investment since 2010 and explain a large share both of the investment decline during the crisis, as well as of its slow recovery.

SME’s high leverage and weak profitability have constrained their ability to invest in the recovery and represent an important source of weakness in the corporate sector outlook. 



PRODUCTIVITY GROWTH IS WEAK ACROSS 
ADVANCED ECONOMIES 
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Slow progress in structural reforms has also held back needed adjustment within the monetary union. 

Left: This is particularly the case in services, where the euro area lags the U.S. and productivity continues to decline.

Productivity and competitiveness are especially important in a currency union where without the exchange rate, adjustment takes place through relative wages and prices. �
Right: Prior to the crisis, competitiveness gap with Germany increased substantially for many countries, leading to external imbalances. 
Since then, debtor countries have improved their competitiveness but significant gaps still persist. 
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The IMF in Europe – get the latest on the IMF's 
activities, analyses, and views on the economic 
trends and policies in Europe.  
 
Try it out: @IMF_inEU  

Thank You! 
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