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Source: Consensus Economics, Goldman Sachs Global Investment Research 
Note:    * Consensus forecasts refer to February 2014 

2014 2015

GS Consensus* GS Consensus*

USA 2.8 1.9 2.8 2.8 3.2 3.1

Japan 1.4 1.5 1.0 1.4 1.3 1.3

Euro Area -0.6 -0.4 1.2 1.1 1.5 1.4

UK 0.3 1.8 2.9 2.7 2.7 2.5

Brazil 1.0 2.3 2.4 1.8 2.9 2.1

China 7.7 7.7 7.3 7.4 7.6 7.3

India 4.6 4.7 5.2 4.7 6.2 5.4

Russia 3.4 1.5 1.0 1.3 3.0 2.1

BRICs 5.4 5.3 4.9 4.9 5.7 5.3

Advanced Economies 1.4 1.3 2.2 2.2 2.5 2.4

World 3.1 2.9 3.4 3.3 3.9 3.7

2012GDP Growth,  %yoy 2013

Global recovery remains intact … 
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The baseline outlook for global inflation 
appears benign, given the extent of slack … 

Source: Consensus Economics, Goldman Sachs Global Investment Research 
Note:    * Consensus forecasts refer to February 2014 

2014 2015

GS Consensus* GS Consensus*

USA 2.1 1.5 1.6 1.7 1.9 2.0

Japan 0.0 0.4 2.6 2.6 1.7 1.7

Euro Area 2.5 1.4 0.9 0.9 1.5 1.3

UK 2.8 2.6 1.7 2.0 1.7 2.2

Brazil 5.4 6.2 6.0 6.0 5.8 5.6

China 2.7 2.6 2.6 2.9 3.0 3.2

India 7.5 6.3 6.5 6.1 6.1 5.9

Russia 5.1 6.6 5.8 5.8 4.2 5.1

BRICs 4.7 4.8 5.8 5.5 5.2 5.0

Advanced Economies 2.0 1.4 1.5 1.6 1.8 1.8

World 3.2 2.8 3.4 3.3 3.3 3.2

2012Inflation, %yoy 2013
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… and our expectation that oil and 

commodity prices will fall from here 
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Source: Eurostat, Goldman Sachs Global Investment Research 

We expect a below-trend recovery for Euro area 
economic activity ... 
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GDP Growth,  %yoy 2012 2013 2014 (GS) 2015 (GS)

Euro area -0.6 -0.4 1.2 1.5

Germany 0.9 0.5 2.0 2.1

France 0.0 0.3 0.9 1.1

Italy -2.6 -1.8 0.6 1.0

Spain -1.6 -1.2 0.9 1.2
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… as financial conditions improve, despite 
remaining cross-country differences … 

^^ average of Italy and Spain 
The index includes four variables: real 3-month interest rates, real long-term interest rates, real trade-weighted value of the exchange rate and 
equity market performances 
Source: Goldman Sachs Global Investment Research, ECB 
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Source: Goldman Sachs Global Investment Research 

… and the fiscal drag on growth diminishes as 
the pace of  austerity eases ... 
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Further required fiscal tightening

Fiscal tightening so far

Chg. in structural balance, 2010 to 2013 (est.), % of GDP

… despite a significant need for further fiscal 
consolidation in several countries 

Required improvement in structural budget balance to reach a level of debt-to-GDP of 60% over a 20 year period, starting from projected debt peaks. 
Source: Goldman Sachs Global Investment Research, ECB 
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Source: Eurostat, Goldman Sachs Global Investment Research 

Deflationary pressures are in focus, but remain 
modest at the area-wide level over medium term ... 

Inflation, %yoy 2012 2013 2014 (GS) 2015 (GS)

Euro area 2.5 1.4 0.9 1.5

Germany 2.1 1.6 1.4 2.5

France 2.2 1.0 1.0 1.3

Italy 3.3 1.3 0.9 1.3

Spain 2.4 1.5 0.3 0.6
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Source: Eurostat, Goldman Sachs Global Investment Research 

ECB drawing comfort from anchoring of  
medium- to long-term inflation expectations 
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Source: BIS, Goldman Sachs Global Investment Research 

Pre-Lehman, Euro interbank markets were highly integrated 
 (cross-border bank claims as a percentage of lending country quarterly GDP, 2008Q1 

Banking systems in the periphery are being 
‘red-lined’ as Euro markets segment  

With the financial crisis, segmentation has emerged 
 (cross-border bank claims as a percentage of lending country quarterly GDP, 2013Q1 

GER NETH FRA ITA SPA POR IRE GRE

GER 19.5 27.9 28.9 33.8 5.4 24.6 4.8

NETH 93.6 85.7 70.2 57.7 7.2 22.0 9.8

FRA 40.3 22.1 74.9 30.2 4.8 13.6 10.4

ITA 72.3 6.3 11.6 5.4 1.4 5.6 1.5

SPA 14.0 15.7 15.5 11.1 20.7 5.7 0.3

POR 11.5 7.9 9.8 8.3 49.5 9.5 11.2

IRE 78.0 29.6 44.3 80.2 54.4 7.5 14.7

GRE 2.0 1.2 1.8 0.5 0.2 0.1 0.5

Lending to

GER NETH FRA ITA SPA POR IRE GRE

GER 17.3 21.6 14.1 14.0 2.4 8.8 2.8

NETH 95.5 41.4 16.5 26.2 2.2 7.4 1.2

FRA 28.0 22.7 49.5 14.9 2.4 5.6 0.5

ITA 45.8 3.5 7.9 3.8 0.3 2.0 0.2

SPA 16.6 5.9 10.6 8.0 20.6 1.7 0.2

POR 2.4 16.0 10.6 6.3 42.4 13.3 12.7

IRE 2.6 3.6 8.9 1.3 5.9 0.7 0.2

GRE 4.7 1.2 2.1 0.7 0.5 0.0 0.8

Lending to
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Prima facie, the ‘monetary pillar’ points to 

downside risks to price stability …    
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Absent significant restructuring, required 
internal devaluation is large … 

Required real exchange rate adjustment sizable within the Euro area* 

NIIP : Net International Investment Position: external financial assets minus liabilities 

Source: Eurostat, Goldman Sachs Global Investment Research 
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... although this can be significantly reduced 
by well-designed structural change 

Source: Eurostat, Goldman Sachs Global Investment Research 

macro 
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Greece 

Significant progress is being made in (some 
parts of) the periphery … 

Portugal 

Spain 
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… in part as a result of  changes in economic 
structure, although cyclical effects important 

Source: Markit, Ministerio de Vivienda, Statistisches Bundesamt, Eurostat, Goldman Sachs Global Investment Research 
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Spain’s labour market reform is ‘best in class’ –

unemployment more effective in moderating pay 

Wage Phillips curve has steepened – especially since the 2012 

labour market reform 

Beveridge curve shows high structural 

unemployment and mismatch may have risen 

0

1

2

3

4

5

0 5 10 15 20 25 30

2000-2010
2011-2013

Wages in collective
bargaining (%yoy)

Unemp. rate (%)

Steeper wage
Phillips curve

0

1

2

3

4

5

6

0 5 10 15 20 25 30

1990-1995

1995-2000

2000-2005

2005-2013

Labour 
shortages (%)

Unemp.
rate (%)

Less efficient

More efficient

Source: Eurostat,  EC, Ministerio de Trabajo e Immigracion, Goldman Sachs Global Investment Research 



Goldman Sachs Global Investment Research    18 

Germany  and France will become focus of 
intra-Euro area adjustment 

Germany 

Source: GS Global Investment Research 
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The French public sector is large 
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Annex 
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Continued divergence across countries: 
Germany outperforms, periphery weak 
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Source: ECB, Goldman Sachs Global Investment Research 

With excess reserves over €100bn, EONIA remains close 
to the deposit rate 
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UK overview – stronger growth, but 
puzzling productivity developments  
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Activity data have improved significantly Funding costs are low 

The level of  GDP remains below its pre-crisis peak Productivity growth remains weak so far 
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UK inflation running below 2% on a 

sequential basis 
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UK credit availability has eased, although other 

elements of  financial conditions are tightening 

Source: Bank of  England, Goldman Sachs Global Investment Research 
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Goldman Sachs rates forecasts 

Source: Goldman Sachs Global Investment Research 

Interest rates 3-month horizon 6-month horizon 12-month horizon

Current* Forward Forecast Forward Forecast Forward Forecast

US 3M 0.2 0.3 0.3 0.3 0.3 0.4 0.3

10Y 2.7 2.8 3.0 2.9 3.2 3.1 3.4

Canada 3M 1.2 1.2 1.5 1.2 1.6 1.2 1.6

10Y 2.4 2.6 3.0 2.7 3.2 2.8 3.3

Australia 3M 2.6 2.7 2.4 2.7 2.6 3.0 2.9

10Y 4.1 4.2 4.2 4.3 4.2 4.4 4.4

Japan 3M 0.1 0.1 0.3 0.1 0.3 0.1 0.3

10Y 0.6 0.6 0.9 0.7 1.0 0.8 1.1

Euro area 3M 0.3 0.3 0.2 0.3 0.2 0.4 0.2

10Y 1.6 1.7 2.1 1.8 2.2 1.9 2.5

UK 3M 0.5 0.6 0.5 0.6 0.5 0.9 0.5

10Y 2.7 2.8 3.1 2.9 3.2 3.0 3.4

Sweden 3M 0.9 0.9 1.1 0.9 1.1 1.0 1.3

10Y 2.1 2.2 2.7 2.2 2.7 2.4 2.9

Switzerland 3M 0.1 0.0 0.0 0.0 0.0 0.0 0.0

10Y 1.0 1.0 1.3 1.1 1.4 1.1 1.7

Close 19 February 14
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Goldman Sachs FX forecasts 

Source: Goldman Sachs Global Investment Research 

Exchange rates 3-months 6-months

Current* Forward Forecast Forward Forecast Forward Forecast

EUR/$ 1.37 1.37 1.38 1.37 1.40 1.38 1.40

$/¥ 102.52 102.47 103.00 102.42 107.00 102.24 110.00

EUR/¥ 140.91 140.84 142.14 140.78 149.80 140.59 154.00

EUR/CHF 1.22 1.22 1.25 1.22 1.28 1.21 1.28

CHF/¥ 115.58 115.62 113.71 115.65 117.03 115.72 120.31

$/CHF 0.89 0.89 0.91 0.89 0.91 0.88 0.91

EUR/£ 0.83 0.83 0.82 0.83 0.83 0.83 0.85

£/$ 1.66 1.66 1.68 1.66 1.69 1.66 1.65

£/¥ 170.66 170.46 173.34 170.24 180.48 169.63 181.18

£/CHF 1.48 1.47 1.52 1.47 1.54 1.47 1.51

EUR/NOK 8.35 8.38 8.10 8.41 7.70 8.47 7.50

EUR/SEK 8.97 8.99 8.70 9.00 8.50 9.03 8.40

A$/$ 0.90 0.89 0.90 0.89 0.88 0.88 0.85

NZ$/$ 0.83 0.82 0.81 0.82 0.80 0.80 0.76

$/C$ 1.11 1.12 1.07 1.12 1.10 1.12 1.14

$/CNY 6.12 6.13 6.10 6.13 6.08 6.14 6.05

* Close 21 February 14

12-months
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