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Economic Developments and Policies

The international economy

The crisis that began a year ago in Asia has
worsened and spread to new countries, changed in
character, increased in scale and become global in
impact. The repercussions on economic activity have
been heavy. The International Monetary Fund has
revised its estimate of global output growth in 1998
down to 2 per cent from the 4.3 per cent forecast a year
ago. The new Government that took office in Japan at
the end of July has appeared hesitant in dealing with
the increasingly acute crisis of the banking system
and the serious recession that the country has slipped
into at the end of an unusually protracted period of
stagnation. Among the consequences have been a
pronounced fall in share prices and a sharp
depreciation of the yen, triggering fears of
devaluation of the Chinese yuan, the Hong Kong
dollar and other regional currencies. In the most
severely affected Asian countries the contraction of
output, which is expected to average 9 per cent this
year, will be much more pronounced than originally
predicted. The fall in domestic demand and the
depreciation of currencies have produced large
payments surpluses in these countries, corresponding
to a sharp increase in the US current account deficit.
The decline in economic activity in Asia has also
affected the commodities markets. The average dollar
price of crude oil fell 30 per cent between the first half
of 1997 and the first half of this year, thus returning
in real terms to the lows recorded following the 1986
counter-shock and close to the level of the early
seventies, before the first oil shock. The dollar prices
of other raw materials dropped by 14 per cent.

In mid-August Russia suffered a grave financial
crisis. A drastic deterioration in the terms of trade,

persistent inability to collect taxes, and political crisis
progressively undermined the credibility of the
exchange rate target, and on 17 August the authorities
were forced to announce a sharp de facto devaluation
of the rouble and the suspension of public and private
debt service payments.

This turmoil had devastating effects on the
financial markets of the emerging countries,
particularly in Latin America, as international
investors switched funds into less risky assets, mainly
the government bonds of the soundest countries. The
main stock exchanges in Latin America, Central and
Eastern Europe and Asia suffered heavy losses. In
some countries currencies also came under pressure,
which was countered by raises in short-term interest
rates, in some cases very sharp, and by sales of foreign
exchange reserves. Yield spreads between the
government securities of many emerging countries
and US Treasury paper widened dramatically,
returning in just a few days to the levels registered
during the Mexican crisis. In practice such
differentials signal the impossibility of raising capital
on international markets.

The financial markets of the industrial countries
were also affected by the crisis. The sudden shift of
funds out of shares and into government securities
resulted in a sharp downward correction of share
prices and a fall in government bond yields, in many
cases to historic lows.

Exchange rates between the currencies of the
three main industrial economies remained relatively
stable until the end of August, when market
participants became increasingly convinced that the
global crisis would eventually determine a more



7+( ,17(51$7,21$/ (&2120<(&2120,& %8//(7,1 � 1R� ��� 2&72%(5 ����

6

expansionary US monetary policy stance. The
outcome was a significant depreciation of the dollar.

The exchange rates among the countries that will
adopt the euro on 1 January remained stable. The
cohesion of the area’s currencies confirmed that the
markets are convinced that the bilateral parities
announced in May are fully firmed up. It highlighted
the advantages of an integrated monetary area in
terms of stability and protection of its member
countries from external disturbances.

In Japan, to cope with the worsening recession
and deflation, the new Government has announced
another substantial programme of expansionary
fiscal measures equal to about 3 per cent of GDP, in
addition to those approved in June. Monetary
conditions were eased further in September, in part to
provide abundant liquidity to the banking system,
which continues to be in a very precarious condition.
Following lengthy and difficult negotiations between
Government and opposition, Parliament has finally
approved a plan for far-reaching restructuring of the
system.

Among the other industrial countries, growth
remained rapid in the United States during the first
half of the year and generally picked up in the main
euro area countries, except Italy.

Excluding the United Kingdom, where prices
accelerated, inflation continued to decline. Consumer
price inflation fell to an average of 1.2 per cent in
August for the leading industrial countries. Producer
prices have declined in recent months. While the
unemployment rate declined further in the United
States and the United Kingdom, in continental
Europe it has come down only marginally during the
year and remains very high (11.1 per cent).

Aside from Japan, all the leading countries
maintained restrictive fiscal policies. The United
States recorded the first federal budget surplus in
thirty years, while European budgets are constrained
by the Stability and Growth Pact designed to bring
them near balance in the medium term. The US
Federal Reserve has recently reversed its restrictive
monetary policy stance, cutting official interest rates
at the end of September and again in October to
prevent an excessively sharp slowdown in economic

activity and meet the liquidity requirements of
international markets. The financial markets are still
expecting further substantial reductions in the near
future. At the start of October the Bank of England
slightly lowered its official rates. In the euro area
the various national monetary authorities have
eased monetary conditions, consistent with the
convergence of interest rates towards the levels in
Germany and France.

An international consensus has formed
concerning the severity of the crisis and the urgency
of finding an effective remedy. Several major
economic policy actions have moved in this direction:
the US monetary policy turnaround, the approval
of the Japanese bank restructuring plan, and the
agreement between the IMF and the Brazilian
Government to a plan for financial support
conditional upon the implementation of an economic
adjustment programme.

Looking beyond the short term, the recent
Washington meetings of the World Bank and the
International Monetary Fund highlighted the more
general themes of preventing and resolving financial
crises and of the proper roles of international
organizations, national governments and the private
sector. The analytical effort and the proposals being
developed are aimed at designing an international
financial system that can remain open to the
movement of goods and capital but be less vulnerable
to instability and systemic contagion.

The worsening of the Asian crisis and its spread to
the other emerging economies

The steepest declines in share prices have
occurred in Latin America: the indices in Brazil,
Mexico, Argentina, Chile and Venezuela have fallen
by between 15 and 40 per cent from their mid-July
peaks (Figure 1); prices have been very volatile, with
daily fluctuations of up to 15 per cent. Among the
Asian economies, the largest losses, ranging from 15
to 40 per cent, have been recorded in the Philippines
and Indonesia (Figure 2). The effects of the collapse
of the Moscow stock exchange, whose index has lost
more than 30 per cent of its value since mid-July, have
spread to the exchanges in Central and Eastern
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Europe: in the Czech Republic, Poland and Hungary,
equities have fallen by between 25 and 40 per cent.

Figure 1

Exchange rates, share indices and interest rates
in selected emerging countries

(end--week data)
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The foreign exchange markets have also been
rocked by turbulence. In Russia the rouble plunged to
a low of 20 to the dollar following the announcement
of its devaluation, compared with 6 to the dollar in
the preceding days; it has regained some ground
since the appointment of a new prime minister
in mid-September. In Asia numerous currencies,
including the Hong Kong dollar and the Chinese
yuan, have come under renewed pressure. To contain
the pressure the authorities of some of the countries
in the area have raised interest rates and disinvested
reserves while also resorting to hitherto unused

measures, such as restrictions on capital movements
(in Malaysia) and public purchases of shares (in Hong
Kong).

Figure 2
Exchange rates, share indices and interest rates

in selected Asian countries
(end--week data)
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In Latin America pressure has increased since
mid-August on the currencies of many commodity-
exporting countries, most notably those of Brazil and
Venezuela, which are afflicted by severe imbalances
in their public finances and external accounts. Brazil
appears vulnerable also in view of the fact that its
gross foreign debt of more than $200 billion has a
very short average maturity (around two-thirds of the
amounts owed to foreign banks fall due within a year)
and considering that more than 60 per cent of the
public debt is indexed to the overnight interest rate.

The yields on the government bonds of the
emerging economies have soared since the explosion
of the financial crisis in Russia: between August and
September the yield spread of a representative basket
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of these bonds over comparable US Treasuries rose
from 6 to 14 percentage points, not far from the peaks
reached in early 1995 during the Mexican crisis; on
23 October it was equal to 11 points. The experience
of the past indicates that there is a strong inertia in
these risk premiums: following the Mexican crisis
credit spreads fell back significantly only after a year
and returned to the previous low of four percentage
points only after two years; accordingly, these
economies are likely to face acute financing
difficulties for a long period of time (Figure 3).

Figure 3

Yield differentials between dollar--denominated
bonds issued by emerging countries

and US Treasury bonds (1)
(average monthly data, percentage points)
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(1) Basket of bonds consisting of securities issued by Argentina (percentage weight:
18.8), Brazil (34.9), Bulgaria (3.2), Ecuador (3.5), Mexico (22.5), Panama (2.2), Peru
(2.6), Poland (4.7), Russia (1.5) and Venezuela (6.3).

Economic activity in the emerging countries has
been affected by the crisis as a result of the fall in oil
prices, the contraction in trade among such countries
and the restrictive stance that monetary policy has
assumed in order to defend exchange rates (Figure 4).

The IMF has revised down its estimates of growth
in 1998 considerably, owing in part to the recession
in Japan. The overall GDP of Indonesia, the
Philippines, Malaysia and Thailand is forecast to
contract by more than 10 per cent (Table 1). Indonesia
is expected to suffer the most pronounced decline (15
per cent). In South Korea, where the adjustment
process was launched relatively early and vigorously,
output is likely to fall by around 7 per cent. In China
the annual rate of economic growth is expected to
slow sharply to 5.5 per cent, compared with nearly 9
per cent in 1997.

Figure 4
Oil and non--fuel primary commodities

prices in real terms (1)
(average half--yearly data; indices, 1990=100)
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Although activity in the other non-industrial
areas may not contract, it will decelerate markedly. In
Central and Eastern Europe growth will be virtually
nil, compared with 2 per cent in 1997. In Latin
America it is expected to fall from 5.1 per cent in 1997
to 2.8 per cent this year; in particular, output is
forecast to increase by only 1.5 per cent in Brazil and
to decline by 2.5 per cent in Venezuela.

The external accounts of the Asian countries hit
by the crisis have rapidly returned to surplus as a
consequence of currency devaluations and, above all,
the fall in domestic demand. In the first half of 1998
the economies of South Korea, Indonesia, the
Philippines, Malaysia and Thailand recorded an
overall trade surplus of more than $80 billion on an
annual basis, as against a deficit of $40 billion in the
same period in 1997. The decline in demand also
pushed up Japan’s current account surplus, which
rose in the first half to nearly $100 billion on an
annual basis.

The current account deficit of the United States
for the first six months rose to more than $200 billion
on an annual basis, compared with $140 billion in
1997. Buoyant domestic demand and the appreciation
of the dollar were factors in producing this shortfall,
which increased the net external debt of the United
States from its end-1997 level of more than $1.3
trillion (equal to 16.3 per cent of GDP). The euro area
did not contribute to offsetting the Asian surpluses: its
current account surplus for the year is expected to
remain unchanged with respect to 1997, at around
$110 billion.
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Table 1

Main economic indicators for selected emerging countries

*'3 ��� &RQVXPHU SULFHV
���
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EDODQFH ���
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/DWLQ $PHULFD
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,QGRQHVLD ��� � � ��� ������ ��� ���� ����� ����� ����� ��� ���� ��� ����� ������
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6RXUFHV� ,0)� :RUOG (FRQRPLF 2XWORRN� 2FWREHU ����� DQG LQWHUQDO HVWLPDWHV�
��� 3HUFHQWDJH FKDQJHV DW FRQVWDQW SULFHV� �� ��� 3HUFHQWDJH FKDQJHV� �� ��� $V D SHUFHQWDJH RI *'3� �� ��� (VWLPDWHV� �� ��� )RU H[SRUWV DQG LPSRUWV� H[FOXGLQJ RLO SURGXFWV�

The impact of the crisis on financial and foreign
exchange markets in the industrial countries

The stock markets of the six leading economies
(the United States, Japan, Germany, France, Italy
and the United Kingdom) registered declines of
between 10 and 25 per cent from their levels in mid-
July (Figure 5). Commodity-exporting industrial
countries recorded even larger falls, with indexes in
Canada, Norway and Sweden dropping by between
20 and 30 per cent.

Despite the steep declines in recent weeks,
current share prices are still about 80 per cent higher
than their level at the beginning of 1997 in Italy, 40
per cent higher in the United States, Germany and
France and 20 per cent higher in the United Kingdom.
An exception is Japan, where prices have fallen by
about 25 per cent. Although the earnings/price ratio
of equities has risen from the low point recorded in the

spring, at the end of the first twenty days of October
it was still between 4 and 6 per cent in the United
States and the four leading European economies,
below the average of the last ten years; in Japan the
ratio was even lower, at 2.5 per cent, but still higher
than the past average (see Figure 47).

Figure 5

Share prices in the main industrial countries
(end--week data; indices, 30 December 1996=100)
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From the beginning of August onwards the
decline in stock market indices was accompanied by
a significant fall in yields on long-term government
securities as funds were shifted from shares to bonds.
Yields decreased by nearly 1 percentage point in the
United States, between 0.5 and 0.6 points in
Germany, France and the United Kingdom and 0.4
points in Japan and Italy, recording historic lows of
4.6 per cent in the United States, 4.2 per cent in
Germany and 0.9 per cent in Japan. The yield on
10-year bonds dropped even more markedly, falling
by about 1.6 points from its level in the summer of
1997 in the United States and Germany (Figure 6).
Adjusted for actual consumer price inflation,
however, average long-term rates in the leading
countries only decreased from 3.3 to 3.0 per cent over
the same period.

In the United States, the yield spread between
corporate bonds and Treasury securities widened.

The differential for bonds issued by the highest-rated
companies rose from about 1 percentage point in June
to nearly 2 points in the last ten days of October. In the
United States and Germany, the differential between
yields on 10-year interest rate swaps and government
bonds of the same maturity widened, signaling a
slight worsening of the creditworthiness of US and
German financial institutions: in the United States,
the spread is now equal to 0.8 percentage points,
compared with 0.5 points one year ago, while in
Germany it has risen from 0.2 to more than 0.4 points
over the same period.

Between the end of August and the end of
September, the dollar depreciated by about 6 per cent
vis-à-vis the yen and the German mark (Figure 7).
The yen subsequently recorded a further sharp
increase, caused in part by the decision of many
investors to liquidate their positions in emerging

Figure 6
Long--term interest rates (1)
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(1) Yields on 10-year government bonds.
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Figure 7

Nominal exchange rates of leading currencies
(monthly averages)
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markets. Since these operations had been financed
with low-cost yen, investors had to purchase the
Japanese currency to extinguish their debts. The
strengthening of the yen ameliorates the difficulties
of the other Asian economies stricken by the crisis,
increasing their competitiveness and fostering an
easing of monetary conditions. In addition, since the
appreciation reduces the balance-sheet value of the
foreign currency loans of Japanese banks, it relaxes
the constraint imposed by capital requirements.
Nevertheless, if the yen should continue to
strengthen, the recession and deflationary pressures
in Japan could worsen.

Norway, one of the largest oil exporters in the
world, was forced to abandon its exchange rate target
based on a currency basket similar to the ECU. Since
the beginning of the year the krone has depreciated by
about 9 per cent against the German mark and
3-month interest rates have risen from 3.8 to 8 per
cent. The krone also dragged down the Swedish and

Table 2
Gross bank lending to emerging countries

8QLWHG 6WDWHV -DSDQ *HUPDQ\ )UDQFH ,WDO\ 8QLWHG .LQJGRP

%LOOLRQV RI GROODUV� HQG�'HFHPEHU ����

$VLD � � � � � � � � � � � � � � � � � � � � � � � ���� ����� ����� ���� ���� ����
� FULVLV FRXQWULHV ��� � � � � � � � ���� ���� ���� ���� ��� ����
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� FULVLV FRXQWULHV ��� � � � � � � � ��� ���� ���� ���� ��� ����
&KLQD � � � � � � � � � � � � � � � � � � � � ��� ���� ��� ��� ��� ����
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Danish currencies, in the latter case forcing the
Danish authorities to raise official interest rates to
defend the currency, which is a participant in the
European Exchange Rate Mechanism.

One of the possible effects of the crisis could be
to undermine the capital bases of financial institutions
in the industrial economies. The most recent figures
available on bank lending to emerging economies in
the United States, Japan and the leading European
countries show differing levels of exposure. Overall,
US banks are not greatly exposed to Latin America,
Asia or Eastern Europe either in absolute terms or in
relation to own funds: at the end of 1997 lending by
US banks to these areas amounted to $63 billion, $39
billion and $14 billion respectively, equal to 17, 10
and 4 per cent of own funds (Table 2). Japanese banks
have lent heavily to Asian countries ($245 billion, or
more than 130 per cent of own funds), as have banks
in the United Kingdom ($88 billion, equal to 124 per
cent of own funds). The latter have the greatest
exposure to emerging economies as a proportion of
own funds. Of the three leading countries in the euro
area, Germany and France had significant lending to
Asia, equal to 68 and 52 per cent of own funds
respectively, while Germany had made loans equal to
35 per cent of own funds to countries in Eastern
Europe. Italy had negligible exposures in both
absolute terms and in relation to own funds, partly
owing to the limited internationalization of the
country’s banking system.

The risks associated with the exposure of
financial intermediaries to the crisis-stricken
countries - some highly-leveraged non-bank
intermediaries have already recorded large losses -
could be behind the pronounced fall in European
banking shares, which have declined about 24 per
cent from their peak in July, compared with a decrease
of 16 per cent in the general index.

Economic activity and inflation in the leading
industrial countries

The first six months of the year saw a deepening
of the recession in Japan, with a marked decline in
consumer and business confidence. Output

contracted by 3.8 per cent on an annual basis
compared with the preceding six months and
domestic demand fell by 4.3 per cent (Table 3).
Investment dropped by 10.7 per cent and private
consumption declined by 1.3 per cent. The latest IMF
forecasts, which indicate a fall of 2.5 per cent in GDP
this year, assume that the fiscal stimulus measures
approved in June will succeed in stabilizing economic
activity in the second half of the year.

Table 3
GDP and domestic demand

in the major industrial countries
(annualized percentage changes on preceding period,

at constant prices)
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In the second quarter, the rate of unemployment
in Japan rose to 4.2 per cent, a historically high level
for the country, which contributed to depressing
consumer confidence and household consumption.

The weakness of demand was reflected in
consumer prices. As the effects of the increase in VAT
in April 1997 faded, the twelve-month rate of
inflation turned slightly negative from July (see Table
a4) and wholesale prices declined markedly.

In the United States the pace of economic growth
remained brisk in the first six months of 1998,
sustained by all the components of domestic demand:
GDP grew by 4.0 per cent on an annual basis and
domestic demand by 5.8 per cent. The latter was
driven by both investment (14.2 per cent) and private
consumption (5.3 per cent), while the appreciation of
the dollar and the slowdown in world trade increased
the negative contribution of foreign demand.
However, forecasts show growth slowing in the
second half of the year, as also signaled by the slower
pace of growth in the second quarter.

The rate of unemployment has fallen to
historically low levels, standing at around 4.5 per cent
in June. Conditions in the labour market have
generated moderate pressure on wages and salaries,
with hourly wages in manufacturing increasing by
about 3 per cent in the first two quarters of the year
compared with the corresponding period of 1997, but
this has not affected prices, thanks to the damping
effects of the fall in the prices of raw materials, the
appreciation of the dollar and the rapid pace of
productivity growth. In September the twelve-month
rate of consumer price inflation was 1.5 per cent,
compared with 1.7 per cent in December 1997.

According to preliminary estimates of the
European Commission, output in the euro area as a
whole increased at an annual rate of 2.8 per cent in the
first six months of the year, while domestic demand
rose by 3.8 per cent. Performance differed within
the area: in some countries - France, Spain, the
Netherlands and other smaller economies - growth
was rapid in both quarters and for all components; in
Germany the brisk increase in domestic demand was
attributable mainly to a sharp increase in stocks. In
Italy domestic demand grew more slowly than in the

other countries in the euro area and was largely offset
by the negative contribution of foreign demand.

Notwithstanding the recovery and the slight fall
in unemployment, conditions in the European labour
market are still grave: the unemployment rate for the
euro area stood at 11.1 per cent in August, compared
with 11.5 per cent in December 1997; according to
national statistics, the unemployment rate was 11.8
per cent in France in August and 10.7 per cent in
Germany in September. Authorities have reached
broad consensus on the measures needed to tackle
unemployment in Europe: greater efficiency and
flexibility in the labour market, sharper competition
in the goods market and a return to faster rates of
economic growth.

The modest increase in costs has kept inflation
low in the euro area: in August the harmonized index
of consumer prices had risen by 1.2 per cent over
twelve months; in Germany inflation declined
significantly during the year despite the increase in
VAT that came into effect in April and in September
stood at 0.8 per cent, compared with 1.8 per cent in
December 1997.

Economic policies in the leading industrialized
countries

In Japan the plan to stimulate the economy
submitted by the Government in April, which
contains measures worth ¥16.6 trillion (equal to 3 per
cent of GDP), was finally approved by Parliament in
June. Preliminary estimates indicate that the general
government deficit for the 1998 calendar year will
amount to 5.7 per cent of GDP, compared with 3.1 per
cent in 1997.

At the beginning of August the new Government
submitted the guidelines for the budget for the next
fiscal year, which will run for 15 months - from 1
January 1999 to 31 March 2000 - in order to increase
the credibility of the fiscal measures and bring
forward their implementation. The measures include
a further reduction in taxes amounting to ¥6 trillion
and extra spending of ¥10 trillion in addition to the
measures approved in June. The tax measures include
¥2 trillion to reduce corporate income tax and ¥4
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trillion to extend this year’s reductions in personal
income tax to next year. The previous medium-term
plan for the public finances, which envisaged
narrowing the deficit to 3 per cent of GDP by the end
of 2003, has been shelved.

In the United States the federal budget for the
financial year that ended in September recorded a
surplus of $71 billion, or 0.8 per cent of GDP, thanks
not only to the effects of the long economic expansion
but also to the structural measures to correct the
budget that have been enacted since 1993. The
surplus is to be set aside in a special fund intended to
guarantee the solvency of the Social Security system
until a more radical overhaul is undertaken.

According to recent estimates by the European
Commission, the average general government deficit
for the euro economies as a whole should narrow
slightly in 1998, to 2.3 per cent of GDP. In Germany
and France the deficit is forecast to amount to 2.6 and
2.9 per cent respectively. The new Government that
took office in Germany at the end of October will
shortly submit next year’s budget bill to Parliament,
which must approve it by the end of the year. On the
basis of the previous Government’s commitments,
the general government deficit, which is the measure
for which the Stability and Growth Pact has
established limits, should decline next year to 2.2 per
cent of GDP. In France, the budget law for 1999
envisages a further reduction in the deficit to 2.3 per
cent of GDP, mainly due to the favourable economic
situation.

Figure 8
Currency in circulation and

monetary aggregates in Japan
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In Japan, despite the continuation of a markedly
expansionary monetary stance, both narrow and
broad monetary aggregates have decelerated during
the year: the 12-month growth rate of M1 declined
from 12.7 per cent in January to 7.7 per cent in July,
while that of M2 plus CDs slipped from 4.5 to 3.5 per
cent (Figure 8). Bank credit to the private sector has
increased by no more than 1 per cent on an annual
basis since the beginning of the year.

The critical condition of the banking system is
confirmed by the large risk premium Japanese banks
are paying to raise funds in the international money
markets: after falling from the peak of more than one
percentage point at the end of 1997 to 0.2 per cent at
the beginning of this year, it started to rise again in
July and now stands at around 0.6 points. Since the
beginning of the year banking shares on the Tokyo
stock exchange have fallen by 20 per cent, twice as
much as the decline in the general index (9 per cent).

Figure 9
Yield curve for futures contracts

on 3--month Eurodollar and ecu deposits (1)
(percentages)
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the yields refer.

The new legislation to restructure the banking
system envisages a number of different measures to
remedy crisis situations. For example, banks in
difficulty can be temporarily nationalized, as was
done with Long Term Credit Bank; alternatively, their
assets can be sold off by a liquidator or transferred
to a bridge bank financed with public funds.
Responsibility for implementing the measures will be
assigned to a specially created agency that is
independent of the Ministry for Finance. The funds to
be appropriated for recapitalizing the less shaky
banks will be increased to ¥25 trillion, while a further
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¥18 trillion are to be set aside for the provisional
nationalization of those in crisis and the financing of
the bridge banks. Bearing in mind the ¥17 trillion
already appropriated last February, total public
funding available to support the banking system
amounts to ¥60 trillion, or 12 per cent of GDP.

The severity of the international crisis, concern
about the possible recessionary impact on the other
major industrial economies and the risk of deflation
have led to a global shift towards more expansionary
monetary policies.

On 9 September the Bank of Japan lowered the
overnight rate to 0.25 per cent, declaring its readiness
to supply liquidity to guarantee the stability of the
financial system. At the end of the month the Federal
Reserve eased its monetary stance, which had
remained unchanged since February 1997, lowering
the discount rate by 0.25 percentage points and the
federal funds rate by a total of 0.5 points in two stages.
Market participants are still expecting further
reductions to occur soon, as indicated by the negative
slope of the yield curve and by the rates implicit in

futures contracts on three-month Eurodollar deposits
(Figure 9). At the beginning of October the Bank of
England lowered its official rates by 0.25 percentage
points in response to signs that growth was slowing
down. Following the 1-point reductions in official
rates in Italy and Ireland and the 0.5 point decrease in
Spain and Portugal, short-term interest rates are now
expected to converge towards a level close to those in
Germany and France, which are currently around 3.5
per cent (Figure 10).

Figure 10
Short--term interest rates (1)
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The Italian economy and the balance of payments

In the first half of 1998 GDP at constant prices
was only 0.2 per cent higher than in the second
half of last year. It stagnated in the first quarter, falling
by 0.1 per cent due to a decline in industrial output,
and showed moderate growth of 0.4 per cent in the
second. The period of slack activity was attributable
to the smallness of the rise in consumption, the high
proportion of demand met by imports and a pause
in the growth in exports; in the second quarter
the deterioration in actual and expected demand
conditions also checked the growth in investment.
In the first six months as a whole the increase in

GDP in relation to the same period of 1997 was
1.8 per cent, significantly less than the growth
recorded in the other European countries (Figure 11
and Table 4).

The deterioration in world economic conditions
in the summer was reflected in export performance
and adversely affected companies’ expectations of
demand. The latest indicators point to continued
weakness in economic activity; industrial production
is stagnating at a level below that recorded at the end
of 1997.

Table 4
GDP and selected component items in the leading euro countries

(seasonally adjusted data at constant prices)
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Figure 11
GDP in Italy and selected EU countries

(seasonally adjusted quarterly data at constant prices)
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the 4 main euro countries (Germany, France, Italy and Spain).

Consumption was affected by the modest
increase in households’ spending capacity and
uncertainty about future trends. Expenditure on
non-durable goods and services was particularly
weak. The consumption of durable goods showed
more sustained growth, although purchases of motor
vehicles were affected by the expiry of incentives for
the scrapping of old vehicles. Investment in
machinery, equipment and transport equipment was
stimulated in the early months of the year by the
narrowness of the margins of idle capacity and the fall
in interest rates, but slowed down later in the period.
The brief recovery in investment in construction
petered out. The slowdown in activity was
accompanied by an accumulation of stocks.

The growth in exports was checked by the
slowdown in world demand and the loss of
competitiveness of Italian producers by comparison
with those in South-East Asia, who benefited from
the devaluation of their currencies. The strong growth
in imports witnessed in 1997 continued in the first
half of this year, powered not only by the erosion of
competitiveness in relation to Asian producers but
also by the stockpiling of raw materials in view of the

decline in world market prices and by demand for
capital goods, which to a large extent was met by
foreign producers, as in similar phases of previous
investment cycles.

On a seasonally adjusted basis, employment in
the first half of the year showed a slight improvement
of 0.4 per cent over the average for 1997, thanks
mainly to the creation of jobs in the services sector.
The increase occurred mainly in female employment
and in the South and mostly involved part-time jobs.
The employment situation remains a cause for
concern: in July the unemployment rate was 11.9 per
cent, 0.2 points higher than a year earlier owing to the
increase in the labour force.

According to provisional data, in the first half of
the year the surplus on the current account of the
balance of payments was about a third less than in the
corresponding period of 1997. The fall was due
mainly to the increase in the deficit on invisibles.

Consumption and disposable income

Total household consumption rose by 0.3 per cent
in real terms between the second half of 1997 and the
first half of 1998 and by 0.9 per cent between the first
half of 1997 and the corresponding period of this year
(Table 5). The weakness of the growth in private
consumption in Italy contrasts with the distinctly
stronger expansion in the leading euro-area countries,
especially France and Spain, which recorded
increases of 1.7 and 1.6 per cent respectively in
relation to the preceding period (Table 4).

At current prices household consumption rose by
3.4 per cent in relation to the first half of 1997. Total
pre-tax earnings at current prices increased at the
same rate over the year, while per capita earnings rose
by 3.0 per cent. The growth in income from
self-employment and investment income was
smaller; the latter was affected mainly by the decrease
in the net flow of households’ interest income, only
part of which was offset by the reduction in the
erosion of the value of net financial assets due to the
slowdown in inflation. The overall increase in
disposable income at current prices is likely to have
been marginally higher than that in the cost of living.
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The impact of the smallness of the rise in incomes
was reinforced by concern about the state of the
labour market and uncertainty about economic
prospects, which prompted households to spend
cautiously. These factors were reflected in the
volatility of the Isco index of the climate of
confidence; the index rose to a historic peak in May,
driven partly by optimism generated by Italy’s
immediate admission to the euro area, but it fell
abruptly in subsequent months (Figure 12).

In the first half of the year an increase in
purchases of semi-durable and durable goods at
constant prices (by respectively 1.7 and 1.9 per cent
in relation to the preceding period) was partly
counterbalanced by a contraction in the consumption
of non-durable goods and services(by 0.7 and 0.1 per
cent). The rise in spending on durable goods was

ascribable entirely to the strong growth of more than
6 per cent in purchases of items other than transport
equipment due to the long-postponed decision to
replace obsolete assets. Expenditure on transport
equipment showed a sharp fall of around 6 per cent by
comparison with the second half of 1997, when the
uptake of the incentives for the scrapping of old
vehicles had reached a peak, but it was still more than
in the first half of last year. New vehicle registrations
totalled around 1,900,000 in the first three quarters,
2.4 per cent higher than in the same period of 1997.
If orders already received are also taken into
consideration, the number of new motor vehicles sold
during the year as a whole should exceed the forecasts
made by manufacturers at the beginning of 1998,
which had foreseen a fall of about 8 per cent by
comparison with 1997. According to Isco’s survey of
households, spending intentions for durable goods as
a whole increased further in the summer.

Table 5
Resources and uses of income

(seasonally adjusted data at constant prices; percentage changes on previous period except where otherwise indicated)
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Figure 12

Climate of confidence among consumer
households and their expectations regarding

the economy and unemployment (1)
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Source: Based on Isco data.
(1) Until 1994 no survey was conducted in August; the data for that month were

calculated as simple averages of adjacent data. Since January 1995 interviews have
been conducted by telephone and the interviewee is no longer necessarily the head of
the household but any adult member who contributes to the income of the household. -
(2) Index, 1980=100. - (3) Percentage of those interviewed who expected an
improvement in the economic situation of the country in the subsequent 12 months. -
(4) Percentage of those interviewed who expected an increase in unemployment in the
subsequent 12 months. - (5) Moving average for the three months ending in the reference
month.

Investment and stocks

Investment, which has been rising since the
spring of last year, grew more slowly in the first half
of 1998, showing real increases of 1.0 per cent in
relation to the preceding period and 3.0 per cent by
comparison with the first half of 1997 (Table 5).
Capital accumulation rose at a similar rate in
Germany (1.0 per cent) but was more sustained in
France (2.4 per cent).

In the early part of the year the growth in
purchases of machinery, equipment and transport
equipment in Italy was spurred by capacity utilization

rates higher than the last cyclical peak (Figure 13), the
decline in interest rates and the improvement in
corporate profitability; as the first half proceeded,
however, despite the continued fall in interest rates,
the growth in investment was held back by the
slowdown in demand and the progressive
deterioration in demand prospects. The increase in
purchases of machinery and equipment decelerated
during the half-year. Investment in transport
equipment showed exceptional growth in the first
quarter, rising by 4.8 per cent over the preceding
quarter and 17.7 per cent over the year-earlier period,
due at least in part to the imminent expiry of the
incentives for scrapping old vehicles; an abrupt
reversal occurred in the second quarter, when
spending was 0.2 per cent lower than in the first. In the
first half-year as a whole purchases of transport
equipment contributed 0.7 percentage points to the
growth of 1.0 per cent in gross fixed investment in
relation to the preceding period.

Figure 13

Composite indicator
of capacity utilization in industry (1)

(indices, 1989 = 100)
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Sources: Based on Istat and Isco data.
(1) Arithmetic mean of the Bank of Italy (Wharton) and Isco indicators.

Investment in construction began to fall again in
the first half of this year, declining by 1.0 per cent in
relation to the preceding six months; it remained
unchanged by comparison with the first half of 1997.
The construction of new residential premises
continued to stagnate. Building renovation activity
appears to have benefited only marginally from the
tax relief introduced in the Finance Law; the measure
has presumably had a greater impact in the second
half of the year.

The slowdown in activity was also evident in the
build-up of stocks. Data from the Isco survey confirm
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that, over the period as a whole, industrial firms added
to their stocks of finished products, which at the
beginning of the year had been slightly below
the level considered normal; stocks of raw materials
were also increased, encouraged by the fall in
world market prices. The corresponding item in
the national accounts, which also includes statistical
discrepancies between the supply-side and demand-
side estimates of GDP, accounted for 1.6 percentage
points of the growth of 1.8 per cent in output in the
first half of the year by comparison with the same
period of 1997.

Exports and imports

Imports continued to grow rapidly in the first six
months of the year; at constant prices they rose by 3.9
per cent in relation to the preceding six-month period
and by 15.5 per cent over the year. Exports, by
contrast, were 0.8 per cent lower than in the second
half of 1997, although still 9.3 per cent higher over the
year. The worsening of the crisis in South-East Asia
and, above all, in Japan contributed to the fall in
exports; the contraction in demand from that region
compounded the loss of competitiveness of Italian
products on world markets as a result of the
devaluation of Asian currencies. The growth in the
volume of imports was fuelled not only by the
increased price competitiveness of the countries
caught up in the crisis but also by the sharp decline in
commodity prices, which encouraged firms to add to
their stocks of raw materials, and by the expansion in
demand for capital goods.

The growth in imports slowed down considerably
during the half-year, however; in the second quarter
the rate of increase in relation to the preceding quarter
fell from 2.3 to 1.6 per cent. Exports, on the other
hand, rose by 2.5 per cent in the same period, after
having fallen in the last quarter of 1997 and the first
of this year. In the first six months as a whole exports
fell by 0.8 per cent in Italy but increased by 1.3 per
cent in Germany and 1.0 per cent in France. The
discrepancy is partly attributable to the specialization
of Italian exporters in traditional sectors, which left

them more exposed to growing competition from
countries in South-East Asia.

Industrial production and value added according
to economic sector

Industrial activity slowed down until April and
then hovered at a level around 1 percentage point
below the cyclical peak recorded at the end of last
year (Figure 14). Valued added at constant prices in
industry excluding construction declined in the first
quarter and recovered in the second; in the first six
months as a whole it was only 0.1 per cent higher than
in the second half of 1997 and 3.2 per cent higher than
in the first. The brief recovery in the construction
industry came to a halt.

Figure 14

Industrial output, orders and stocks
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(1) Index, 1990=100. Data adjusted for the different number of working days in the
month and seasonally adjusted. - (2) Based on electricity consumption and Isco-ME
indicators. - (3) Moving averages for the three months ending in the reference month of
the percentage difference between positive replies (“high”, “increasing”) and negative
replies (“low”, “decreasing”) to Isco-ME business opinion surveys. The trend figures refer
to the responses for 3-4 months ahead. Seasonally adjusted except for stocks of finished
products.
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After adjustment for the number of working days
and seasonal factors, industrial production was
unchanged in the first eight months of the year,
reflecting the stagnation of demand, especially
in the domestic market, and the deterioration in
forecasts of demand trends. Worst affected were
sectors producing consumer and intermediate goods,
whereas the output of capital goods showed rapid
growth in the early summer. In industry as a whole the
unadjusted index was nevertheless 2.6 per cent higher
in the eight months ending in August than in the same
period of last year, thanks to a steady rise during 1997.
In the first half of the year capacity utilization rates
remained close to the historically high levels reached
in the final quarter of last year.

According to estimates based on electricity
consumption in September and the first fortnight of
October, signs of a recovery in production are still
absent. Isco’s cyclical indicators continued to show a
deterioration in demand expectations until August;
however, information derived from the Bank of
Italy’s recent survey of manufacturing enterprises
indicates that firms expecting an increase in orders
during the first quarter of next year outnumber those
expecting a fall.

The value added of market services as a whole
remained almost unchanged between the final quarter
of last year and the first quarter of 1998, rising by 0.1
per cent; it increased by 1.3 per cent over the year. In
the first seven months of this year retail sales at
current prices were only 2.8 per cent higher than they
had been a year earlier; the slow growth affected both
food and non-food products. Sales by large stores
continued to expand, rising at a rate of more than 5 per
cent.

Data from Istat’s sample surveys of hotel
occupancy point to a slight increase in activity in the
tourist industry; in the second week of June overnight
stays were 1.2 per cent higher than in the same period
of last year, and in the mid-August holiday week there
was a rise of 4.4 per cent. Both Italian and foreign
tourists contributed to the increase. In the transport
sector freight traffic was affected by the stagnation in
industrial activity. In air passenger transportation,
where competition continues to intensify, traffic was

7.7 per cent higher in the first four months compared
with the same period of last year.

Employment

As measured by Istat’s labour force survey, the
number of persons employed rose slightly in the first
half of 1998, with most of the gain occurring in the
services sector and female employment (Table 6 and
Figure 15). The increase was concentrated in
part-time positions. In contrast with the pattern of the
past three years, the growth of labour demand was
weaker and less even in the Centre and North than in
the South.

Figure 15
Employment

(seasonally adjusted; thousands of persons)
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(1) Surveys are taken in January, April, July and October. Since October 1992 the

survey has been conducted on the basis of a new questionnaire; data up to July 1992
have been adjusted to take account of the changes.

On a seasonally adjusted basis, average
employment found by the January, April and July
surveys was 80,000 higher than the average for 1997,
a rise of 0.4 per cent. In the regions of the Centre and
North the growth was only 0.3 per cent, or 45,000, as
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the slowdown in exports affected job creation,
especially in manufacturing. This effect was much
less pronounced in the South, where employment
rose by 0.6 per cent, or 35,000.

Almost half of the overall increase occurred in
industry excluding construction, where employment
fluctuated with changes in activity; the strong
employment growth of the second half of 1997
progressively diminished, so that by April 1998 the
survey was showing a contraction, followed by

resumed growth revealed by the July survey. This
pattern in industrial labour demand is confirmed by
the behaviour of ordinary wage supplementation,
Isco’s business surveys and Istat’s survey of large
industrial firms.

Employment in construction continued to
contract rapidly in the first half of the year, with an
average decline of 2.4 per cent (38,000) compared to
1997. More than half of the decrease (22,000)
occurred in the South.

Table 6
Employment by branch of activity and geographical area in 1998 (1)

(percentage changes on year--earlier period)
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FRQVWUXFWLRQ � � � � � � � � � � � � � ��� ����� ��� ��� ��� � � ��� ��� ��� ��� ��� ��� ��� ���
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6RXUFH� ,VWDW ODERXU IRUFH VXUYH\�
��� 1RW DGMXVWHG IRU ZRUNHUV UHFHLYLQJ ZDJH VXSSOHPHQWDWLRQ� �� ��� $YHUDJH RI WKH VXUYH\V WDNHQ LQ -DQXDU\� $SULO DQG -XO\� �� ��� 3HUFHQWDJHV�

Employment in services began to grow rapidly
again after last year’s pause. The January, April and
July surveys showed an average of 92,000 more
persons in work than the average for 1997, a rise of
0.8 per cent. Nearly half of the increase was in
household and business services. Employment in the
wholesale and retail trade, which remains the largest
service component, accounting for more than a
quarter of the sector’s jobs, also turned upwards again
in the first few months of 1998, reversing a
contraction that had lasted since the end of 1995.

Female employment, which rose by 1.4 per cent,
contributed 100,000 jobs to overall employment

creation, while male employment declined by 0.2
per cent. The rise in female employment came mostly
in the middle age-groups (25-54) and involved both
the North (74,000 persons) and the South (17,000).
In the South the employment of young women
also increased (by 13,500), presumably reflecting
regulatory reforms designed to facilitate young
people’s entry into the job market.

Structural changes in employment contracts are
continuing. While overall employment grew by 0.4
per cent, the number of part-time positions increased
by 5.9 per cent, or 80,000. The share of overall
employment accounted for by part-time jobs, which
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is highest among women and in the services sector,
rose from 6.8 to 7.2 per cent.

The first half of 1998 saw confirmation of the
tendency for industrial firms to adjust employment to
cyclical trends in output by having recourse to
fixed-term contracts, especially ones for very short
periods. The number of such contracts peaked at the
same time as industrial production in January before
declining slightly, according to the April and July
surveys (Figure 16).

Figure 16

Fixed--term employment in the non--farm sector
(seasonally adjusted; thousands of persons)
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Over the first three surveys of 1998, the labour
force was on average 98,000 larger than in 1997, an
increase of 0.4 per cent, and expanded by more than
employment. The increase was accounted for entirely
by women. The female participation rate thus rose
from 34.8 to 35.1 per cent while the male rate
remained unchanged at 61.0 per cent.

The growth of the labour force raised the
unemployment rate to 11.9 per cent in July, or 0.2
points higher than a year earlier. The rise reflected
developments in the South (the rate increasing from
21.9 to 22.5 per cent), where growing labour market
participation swelled the number of job seekers by 5
per cent. The unemployment rate in the Centre and
North was stable at 6.9 per cent.

The current account of the balance of payments

According to provisional data, the current
account of the balance of payments showed a surplus

of 18 trillion in the first six months of the year, 8.4
trillion less than in the first half of 1997 owing to the
increase in the deficit on invisibles (Table 7). In the
first quarter of 1998 Italy produced 9 per cent of the
euro area’s current account surplus of 35.4 trillion lire
and 17 per cent of its trade surplus of 70.8 trillion.

Table 7
Balance of payments

(balances in billions of lire)
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The first-half trade surplus contracted by 2
trillion lire from the previous year to 34.5 trillion on
a fob-fob basis. The deterioration was due to a
substantially larger rise in the value of imports than in
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that of exports, which was nonetheless considerable
(13.2 and 9.7 per cent, respectively). The results in
value terms reflected volume trends. Exports of
manufactures benefited from the consolidation of the
recovery in the main North American and European
markets and grew at a rapid pace (8.3 per cent at
constant prices in the first five months compared with
the same period in 1997). The gains were especially
large for machinery, motor vehicles and other
transport equipment; textiles, clothing and leather
and footwear recorded smaller increases, presumably
owing to the greater competitiveness of Asian
producers in the international markets. The growth in
manufacturing imports was exceptionally large,

amounting to 15.6 per cent at constant prices in the
same period, and mainly involved intermediate and
capital goods and motor vehicles (Table 8).

The contraction in the trade surplus in the period
from January to July was entirely due to the
deterioration in trade with Japan and the new
industrial countries of Asia (Table 9). The surplus
with the latter fell by 5.8 trillion lire on a cif-fob basis
in view of a drop of 24.0 per cent in exports and a rise
of 32.2 per cent in imports. By contrast, the surplus
with the United States and the Eastern European
countries grew. The deficit vis-à-vis the OPEC
countries contracted substantially, by 1.5 trillion.

Table 8
Exports and imports of manufactures between January and May 1998, by sector

(at constant prices)

([SRUWV ,PSRUWV

3HUFHQW�
DJH RI

3HUFHQWDJH FKDQJHV 3HUFHQW�
DJH RI

3HUFHQWDJH FKDQJHV
DJH RI
WRWDO LQ
����
���

4�
���

$SU��0D\
���

-DQ��0D\
���

DJH RI
WRWDO LQ
����
���

4�
���

$SU��0D\
���

-DQ��0D\
���

)HUURXV DQG QRQ�IHUURXV RUHV � � � � � � � � � � � ��� ����� ��� ��� ��� ��� ����� ����

1RQ�PHWDOOLF PLQHUDOV � � � � � � � � � � � � � � � � � � ��� ��� ����� ��� ��� ����� ����� ����

&KHPLFDO SURGXFWV � � � � � � � � � � � � � � � � � � � � � ��� ����� ����� ��� ���� ����� ����� ����

0HWDO SURGXFWV � � � � � � � � � � � � � � � � � � � � � � � � ��� ����� ����� ��� ��� ����� ����� ���

$JULFXOWXUDO DQG LQGXVWULDO PDFKLQHU\ � � � � � ���� ��� ����� ��� ��� ��� ����� ����

2IILFH PDFKLQHV � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ����� ��� ��� ��� ��� ����

(OHFWULFDO HTXLSPHQW � � � � � � � � � � � � � � � � � � � ��� ����� ����� ���� ���� ��� ����� ����

0RWRU YHKLFOHV � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ����� ���� ���� ��� ����� ����

2WKHU WUDQVSRUW HTXLSPHQW � � � � � � � � � � � � � � ��� ���� ��� ���� ��� ���� ������ ����

)RRG� EHYHUDJHV DQG WREDFFR SURGXFWV � � � ��� ����� ��� ��� ��� ��� ����� ���

7H[WLOHV DQG FORWKLQJ � � � � � � � � � � � � � � � � � � � ���� ����� ��� ��� ��� ����� ����� ����

/HDWKHU DQG IRRWZHDU � � � � � � � � � � � � � � � � � � ��� ����� ����� ��� ��� ����� ����� ���

:RRG DQG IXUQLWXUH � � � � � � � � � � � � � � � � � � � � ��� ����� ����� ��� ��� ��� ����� ����

3DSHU DQG SULQWLQJ � � � � � � � � � � � � � � � � � � � � � ��� ����� ��� ����� ��� ����� ����� ���

5XEEHU DQG SODVWLF SURGXFWV � � � � � � � � � � � � ��� ����� ��� ���� ��� ��� ��� ����

7RWDO � � � � ���� ����� ����� ��� ���� ��� ����� ����

6RXUFH� %DVHG RQ ,VWDW GDWD�
��� 3HUFHQWDJH RI WRWDO IRE PHUFKDQGLVH H[SRUWV� �� ��� 3HUFHQWDJH FKDQJH RQ SUHYLRXV SHULRG� VHDVRQDOO\ DGMXVWHG� �� ��� 3HUFHQWDJH FKDQJH RQ SUHYLRXV WZR�PRQWK SHULRG�

VHDVRQDOO\ DGMXVWHG� �� ��� 3HUFHQWDJH FKDQJH RQ \HDU�HDUOLHU SHULRG� �� ��� 3HUFHQWDJH RI WRWDO FLI PHUFKDQGLVH LPSRUWV�
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Table 9

Merchandise trade cif--fob by country and area at current prices
(January--July)

([SRUWV ���� ,PSRUWV ���� %DODQFH

3HUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH 3HUFHQWDJH %LOOLRQV RI OLUH3HUFHQWDJH
FKDQJH

3HUFHQWDJH
RI WRWDO

3HUFHQWDJH
FKDQJH

3HUFHQWDJH
RI WRWDO ���� ����

(8 FRXQWULHV ��� � � � � � � � � � � � � � � � � � � � � � � � � � ���� ���� ���� ���� ����� �����

$XVWULD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ���� ��� ��� ���

%HOJLXP�/X[HPERXUJ � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� ������� �������

'HQPDUN � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ���� ��� ��� ���

)LQODQG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� �� �����

)UDQFH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ���� ��� ���� ����� �����

*HUPDQ\ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ���� ���� ���� ����� ��

*UHHFH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ����� ��� ����� �����

,UHODQG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� ������� �������

1HWKHUODQGV � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ���� ��� ������� �������

3RUWXJDO � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� ����� �����

6SDLQ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ��� ��� ����� �����

6ZHGHQ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� ����� �����

8QLWHG .LQJGRP � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� ����� �����

1RQ�(8 FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � ��� ���� ���� ���� ������ ������

8QLWHG 6WDWHV � � � � � � � � � � � � � � � � � � � � � � � � � � ���� ��� ���� ��� ����� �����

-DSDQ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������ ��� ���� ��� ��� �����

()7$ ��� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ���� ��� ��� ���

(DVWHUQ (XURSHDQ FRXQWULHV ��� � � � � � � � � � � ���� ���� ���� ��� ����� �����

&KLQD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ���� ��� ������� �������

$VLDQ 1,(V ��� � � � � � � � � � � � � � � � � � � � � � � � � � ������ ��� ���� ��� ����� �����

23(& ��� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ����� ��� ������� �������

2WKHU FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � � ��� ���� ��� ���� ����� �����

7RWDO � � � ��� ����� ���� ����� ������ ������

��� 7KH ILJXUHV RQ WUDGH ZLWK (8 FRXQWULHV UHIHU RQO\ WR ILUPV ZLWK LQWUD�&RPPXQLW\ SXUFKDVHV DQG VDOHV LQ H[FHVV RI �� PLOOLRQ OLUH LQ WKH WZR SHULRGV FRQVLGHUHG� 7KH\ WKXV
FRYHU RQO\ D SDUW RI WKH WRWDO WUDGH RI ,WDOLDQ H[SRUWLQJ DQG LPSRUWLQJ ILUPV� �� ��� ,FHODQG� 1RUZD\ DQG 6ZLW]HUODQG� �� ��� $OEDQLD� %XOJDULD� &]HFK 5HSXEOLF� +XQJDU\� 3RODQG� 5RPDQLD�
6ORYDNLD� UHSXEOLFV RI WKH IRUPHU 8665 DQG WKH IRUPHU <XJRVODYLD� �� ��� +RQJ .RQJ� 6LQJDSRUH� 6RXWK .RUHD DQG 7DLZDQ� �� ��� $OJHULD� (FXDGRU� *DERQ� ,QGRQHVLD� ,UDT� .XZDLW�
/LE\D� 1LJHULD� 4DWDU� 6DXGL $UDELD� 8QLWHG $UDE (PLUDWHV DQG 9HQH]XHOD�

In the same period the trade surplus with the EU
countries fell by 700 billion lire, reflecting the rapid
growth in imports; the surplus with Germany fell
from 2.9 trillion to 100 billion lire. On the other hand,
the surplus vis-à-vis France and Spain rose. The
overall trade balance with the ten other countries of

the euro area swung from a surplus of 1 trillion to a
deficit of 650 billion.

The increase of 6.3 trillion lire in the deficit on
invisibles in the first half was due to all the
components except income and private transfer
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payments. More than 60 per cent of the deterioration
stemmed from the balance on transfers with the EU,
and particularly from the reduction in contributions
by the guarantee section of the European Agricultural
Guidance and Guarantee Fund and from the increase
in net VAT payments. The surplus on foreign travel
diminished by 1.2 trillion lire, whereas that on other
services increased by 1.9 trillion. The deficit on
investment income declined by 350 billion lire.

Capital movements, errors and omissions and the
net external position

In the first eight months of 1998 capital
movements generated outflows totalling 7.7 trillion
lire, less than half the amount recorded in the same
period of last year (Table 10). The official reserves
decreased by 20.7 trillion at the average exchange
rates and prices for the period; 7 trillion of the decline
was due to the unwinding of foreign currency swaps

between the Bank of Italy and Italian banks and 1.2
trillion to subscription of the share capital of the
European Central Bank.

In accounting terms, the outflow of reserves can
be reconciled with the substantial current account
surplus and the modest outflow of capital by
recording a substantial outflow in respect of errors
and omissions. In the first half of the year, for which
complete balance-of-payments data are available, the
current account surplus equalled 1.8 per cent of GDP,
capital outflows 0.3 per cent and the outflow of
reserves 1.4 per cent; consequently, an outflow equal
to 2.9 per cent of GDP must be imputed to the residual
errors and omissions item. This result comes on top
of an almost continuous series of extremely large
outflows for this item over the last five years and
brings the cumulative total to 9.6 per cent of GDP
(Table 11). It can be assumed that a large part of this
amount is attributable to the non-recording of
outflows of Italian capital, probably resulting from
the investment of export proceeds abroad.

Table 10
Capital movements

(net flows in billions of lire)

���� ���� ���

4� 4� 4� 4� <HDU 4� 4� -XO\�$XJ� -DQ��$XJ�

1RQ�EDQN FDSLWDO IORZV � � � � � � �������� ������ ������� �������� �������� �������� ������ ������� �������

)RUHLJQ � � � � � � � � � � � � � � � � � � � ������ ������ ������ ����� ������� ������ ������ ������ �������

,QYHVWPHQW � � � � � � � � � � � � � � ������ ������ ������ ����� ������� ������ ������ ������ �������
SRUWIROLR � � � � � � � � � � � � � � � ������ ������ ������ ����� ������� ������ ������ ������ �������

/RDQV � � � � � � � � � � � � � � � � � � ����� ����� ����� ����� ����� ����� ����� ��� �������

7UDGH FUHGLW � � � � � � � � � � � � � ����� ����� ������� ����� ����� ����� ����� ��� �����

,WDOLDQ � � � � � � � � � � � � � � � � � � � � �������� �������� �������� �������� ��������� �������� �������� �������� ���������

,QYHVWPHQW � � � � � � � � � � � � � � �������� �������� �������� �������� ��������� �������� �������� �������� ���������
SRUWIROLR � � � � � � � � � � � � � � � �������� �������� �������� �������� ��������� �������� �������� �������� ���������

/RDQV � � � � � � � � � � � � � � � � � ������� ������� ������� ������� �������� ����� ����� ������� �������

7UDGH FUHGLW � � � � � � � � � � � � � ������� ������� ����� ������� ������� ������� ������� ����� �������

%DQN FDSLWDO IORZV � � � � � � � � � � � ������ �������� ������ ������ ������ ������ �������� ����� �����

,Q OLUH � � � � � � � � � � � � � � � � � � � � � ����� �������� ������ ������ ������ ����� �������� ����� ��������

,Q IRUHLJQ FXUUHQF\ � � � � � � � � � ������ �������� ����� ������� ������� ������ ������� ��� ������

7RWDO � � � ������ �������� ����� ������� �������� ������ �������� ������� �������

��� 3URYLVLRQDO� )RU WUDGH FUHGLW� SDUWO\ HVWLPDWHG�
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Table 11

Reconciliation between
the net external position (NEP)

and the balance of payments on current account
(as a percentage of GDP)

&KDQJH
LQ 1(3
���

�D���E���F�

&XUUHQW
DFFRXQW
EDODQFH
�D�

%DODQFH RI
HUURUV DQG
RPLVVLRQV

�E�

9DOXDWLRQ
DGMXVW�
PHQWV
�F�

���� � � � � � � � � ����� ����� ����� �����
���� � � � � � � � � ����� ����� ����� ��
���� � � � � � � � � ����� ����� ����� ���
���� � � � � � � � � ����� ����� ����� ���
���� � � � � � � � � ��� ��� ����� ���
���� � � � � � � � � ��� ��� ��� ���
���� � � � � � � � � ��� ��� ����� ���
���� � � � � � � � � ��� ��� ����� ��
���� � � � � � � � � ��� ��� ����� ���
���� ��� � � � � � ����� ��� ����� �����

��� $W HQG�RI�SHULRG SULFHV DQG H[FKDQJH UDWHV� �� ��� )LUVW VL[ PRQWKV�

The behaviour of the errors and omissions item in
the Italian balance of payments has an impact on the
calculation of the country’s net external position
(NEP). In accounting terms, the variation in the NEP
during a given period equals the sum of the current
account balance, errors and omissions and stock-flow
adjustments (adjustments in the lira value of external
assets and liabilities due to price changes and, in the
case of those denominated in foreign currency,
changes in exchange rates during the period). The
NEP returned to balance in mid-1997 but a net debtor
position re-emerged at the end of that year and has
since increased further to stand at 2.5 per cent of GDP
at the end of August. The steady improvement in the
NEP by a cumulative 6.7 per cent of GDP from the
end of 1992 onwards (Figure 17) would be much
larger - and Italy would now have a substantial
net creditor position - if the amounts recorded as
errors and omissions were reallocated to capital
movements. The Italian Foreign Exchange Office is
currently revising the systems and methods for
recording stocks of external portfolio assets and
liabilities.

According to available data, the net external
position increased from 15.1 trillion lire at the end
of 1997 to 51.6 trillion at the end of August 1998.

The increase was caused by substantial stock-flow
adjustments as well as transaction flows during the
period (Table 12). Adjustments due to exchange rate
changes were negative and amounted to 9.4 trillion
lire. Price adjustments, which were attributable to the
better performance of the Italian stock market by
comparison with other bourses during a period of
high share price volatility, increased liabilities by
14.2 trillion more than assets. For non-banks, the
adjustments (and especially those for price changes)
outweighed the reduction in net debt due to
transactions during the period.

The banks’ net liabilities increased by 2 trillion
lire, with all of the change occurring in those
denominated in foreign currency (Table 13). If their
domestic spot and forward position, domestic
currency swaps and lira lending indexed to foreign
currencies are also taken into consideration, the
banks’ overall foreign currency position remained
broadly in balance.

Figure 17
Italy’s balance of payments

on current account and net external position
(as a percentage of GDP)

1992 1993 1994 1995 1996 1997 1998
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Source: For GDP, Istat; the 1998 figures are estimated.
(1) Seasonally adjusted; left-hand scale. - (2) Right-hand scale.

If transactions are reclassified according to the
origin of the demand for foreign exchange, the
banking system had a net external debtor position of
46.8 trillion lire last May and the non-bank sector had
net liabilities of 142 trillion.

The narrowing of the differential between interest
rates in Italy and elsewhere encouraged a further
diversification of Italian investors’ portfolios in the
first eight months of the year; the flow of outward
portfolio investment amounted to 146.6 trillion lire,
almost twice the figure recorded a year earlier.
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Table 12
Italy’s net external position

(billions of lire)

6WRFNV LQ 'HFHPEHU
-DQXDU\�$XJXVW ����

6WRFNV LQ6WRFNV LQ 'HFHPEHU
���� ��� )ORZV ��� 6WRFN�IORZ &KDQJH LQ VWRFNV
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$XJXVW ���� ������� ���

�D�
)ORZV ���

�E�

6WRFN�IORZ
DGMXVWPHQWV ���
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�F�
�G� �E���F� �D���G�

$JHQWV RWKHU WKDQ UHVLGHQW EDQNV

$VVHWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������� ������� ������ ������� ���������
'LUHFW LQYHVWPHQW � � � � � � � � � � � � � � � � � � � � � � � � ������� ������ ������ ������ �������
3RUWIROLR LQYHVWPHQW � � � � � � � � � � � � � � � � � ������� ������� ������ ������� �������
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/LDELOLWLHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������� ������� ������ ������� ���������
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*RYHUQPHQW VHFXULWLHV � � � � � � � � � � � � � � � � � ������� ������� ����� ������� �������
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&7(V � � � � � � � � � � � � � � � � � � � � � � � � � � ������ ������� �� ������� ������
2WKHU JRYHUQPHQW VHFXULWLHV � � � � � � ������ ������ �� ������ �������
5HSXEOLF RI ,WDO\ LVVXHV � � � � � � � � � � � ������ ����� ������� ��� ������

/RDQV DQG WUDGH FUHGLW ��� � � � � � � � � � � � ������� ����� ��� ����� �������
1HW SRVLWLRQ RI QRQ�EDQNV � � � � � � � � � � � � � � � � � �������� ����� �������� �������� ��������

5HVLGHQW EDQNV

$VVHWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������� ������ ��� ������ �������
/LDELOLWLHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������� ������ ����� ������ �������
1HW SRVLWLRQ RI EDQNV � � � � � � � � � � � � � � � � � � � � � �������� ������� ����� ����� ��������

%DQN RI ,WDO\�8,&

1HW SRVLWLRQ �LQFOXGLQJ JROG� � � � � � � � � � � � � � � ������� �������� ������� �������� �������

,WDO\

1(7 29(5$// 326,7,21 � � � � � � � � � � � � � � � � � �������� �������� �������� �������� ��������

��� $W HQG�RI�SHULRG SULFHV DQG H[FKDQJH UDWHV� �� ��� %DODQFH EHWZHHQ QHW FDSLWDO PRYHPHQWV �EDQN DQG QRQ�EDQN� DQG WKH FKDQJH LQ RIILFLDO UHVHUYHV� DW WKH VHFXULWLHV SULFHV
DQG H[FKDQJH UDWHV SUHYDLOLQJ RQ WKH GDWH RI WKH WUDQVDFWLRQ� $ SOXV VLJQ LQGLFDWHV DQ LQFUHDVH LQ WKH UHOHYDQW DVVHWV RU OLDELOLWLHV� �� ��� $GMXVWPHQWV LQ WKH YDOXH RI DVVHWV DQG
OLDELOLWLHV GXH WR H[FKDQJH UDWH DQG SULFH FKDQJHV GXULQJ WKH SHULRG� FDOFXODWHG RQ WKH EDVLV RI WKH FRPSRVLWLRQ DFFRUGLQJ WR FXUUHQF\ DQG ILQDQFLDO LQVWUXPHQW��� ��� 7KH GDWD RQ
WUDGH FUHGLW DUH SDUWO\ HVWLPDWHG�

Transactions of this kind are attributable mainly to
financial enterprises and insurance companies, which
almost trebled their portfolio investment abroad in
the first six months of the year. During the same
period households’ direct portfolio investment,
which does not involve specialized intermediaries,
was 12 per cent higher than a year earlier. Among
the various instruments used by Italian portfolio
investors, equity investment showed substantial
growth, with net purchases of shares increasing more

than fourfold in the first six months of the year. As in
the past, more than half of all Italian portfolio
investment went to other EU countries. Flows
towards euro-area countries, in particular, more than
doubled.

Analysis of inward portfolio investment
according to country of origin shows that the
relationship with other EU countries is particularly
close: investment worth 122.4 trillion lire, equal to
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Table 13
Italian banks’ external position,

domestic foreign currency position and total foreign currency position(1)
(billions of lire)

����
����

����
4� 4� -XO\�$XJ� ��� -DQ��$XJ� ���

6WRFNV ���

([WHUQDO SRVLWLRQ � � � � � � � � � � � � � � � � � � � � � � � � � �������� ��������� �������� �������� ��������

,Q OLUH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������ ������ ������ ������ ������

,Q IRUHLJQ FXUUHQF\ � � � � � � � � � � � � � � � � � � � � � ��������� ��������� ��������� ��������� ���������

'RPHVWLF SRVLWLRQ LQ IRUHLJQ FXUUHQF\ � � � � � � � ������ ������ ������ ������ ������

0HPRUDQGXP LWHP�

2YHUDOO SRVLWLRQ LQ IRUHLJQ FXUUHQF\ ��� � � � � ������� ������� ������� ������� �������

&KDQJHV ���

([WHUQDO SRVLWLRQ � � � � � � � � � � � � � � � � � � � � � � � � � �������� �������� ������ ������� �������

,Q OLUH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �������� ������� ������ ������� ������

,Q IRUHLJQ FXUUHQF\ � � � � � � � � � � � � � � � � � � � � � ����� �������� ����� ����� ��������

'RPHVWLF SRVLWLRQ LQ IRUHLJQ FXUUHQF\ � � � � � � � ������� ����� ������� ��� �����

0HPRUDQGXP LWHP�

2YHUDOO SRVLWLRQ LQ IRUHLJQ FXUUHQF\ ��� � � � � ����� ������� ��� ��� �������

��� ,QFOXGLQJ WKH ,WDOLDQ EUDQFKHV RI IRUHLJQ EDQNV� �� ��� 3URYLVLRQDO� �� ��� $W FXUUHQW H[FKDQJH UDWHV� (QG�RI�SHULRG GDWD� �� ��� 6SRW DQG IRUZDUG WUDQVDFWLRQV� LQFOXGLQJ GRPHVWLF
FXUUHQF\ VZDSV� FRPPLWPHQWV WR EH VHWWOHG ZLWKLQ � GD\V DQG ORDQV LQGH[HG WR IRUHLJQ FXUUHQFLHV� �� ��� $W PRQWKO\ DYHUDJH H[FKDQJH UDWHV� $ PLQXV VLJQ LQGLFDWHV DQ LQIORZ RI
EDQN FDSLWDO� �� ��� 6SRW DQG IRUZDUG WUDQVDFWLRQV� LQFOXGLQJ GRPHVWLF FXUUHQF\ VZDSV DQG FRPPLWPHQWV WR EH VHWWOHG ZLWKLQ � GD\V�

more than 90 per cent of the total, came from this
source in the first six months of 1998. Despite the
decline in yields, foreign investors purchased a
substantial volume of government securities, almost
twice as much as a year earlier. Hedging of exchange
rate risk by foreign investors remained at roughly
the same level as last year; reverse repurchase
agreements on Italian securities between banks and
non-residents amounted to 34.5 trillion lire in the first
eight months of this year, equal to 21 per cent of
inward portfolio investment.

Direct outward investment amounted to 20.3
trillion lire in the first eight months of the year,
compared with 13 trillion in the corresponding period
of 1997; the increase of 56 per cent, which continued
the trend that had begun several years ago, was due

largely to transactions by financial enterprises. Direct
inward investment, by contrast, decreased by about
25 per cent, falling from 4.4 to 3.3 trillion lire.

Net lending led to an outflow of 4.2 trillion lire in
the first eight months of 1998, compared with one of
21.2 trillion a year earlier; the reduction was due
mainly to a decrease in private sector lending to
foreign counterparties. Net repayments of official
loans continued, amounting to 5.4 trillion in the first
six months.

The volume of trade credit granted by non-
residents was small, totalling 3.6 trillion lire in the
first six months of the year. That granted by residents
came to 5 trillion, similar to the volume recorded in
the same period of last year.
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Prices

The factors behind the price tensions that arose
during the summer of 1997 and the consequent
increase in the inflation differential between Italy
and the other principal economies in the euro area
have now largely faded out.

The improvement in inflation expectations,
induced by the prudence with which monetary
conditions have been eased and by Italian
participation in monetary union, has favoured a
steady fall in collectively bargained wage increases,
and hence a deceleration in unit labour costs. Rapidly
declining raw materials prices, in connection
with the worsening Asian crisis and its spreading
effects, resulted in a decline in the prices of imports.
The impact of the cyclical upturn on prices was
gradually attenuated as the pace of economic activity
slowed.

After peaking early in the year, the rate of
increase in consumer prices has progressively
diminished, following the trend in producer prices.
There remains a gap with respect to Germany
and France, however, which reflects differentials
in the movements of domestic cost components;
slower growth in demand and profit margins in
Italy has helped to limit the extent of the gap.
The continuation of the gradual convergence of
Italian unit labour costs from the rapid increase
of the last two years towards the more moderate
pace found in those economies now opens up
the possibility of a permanent elimination of the
inflation differential.

Market participants expect that this process,
which must be confirmed by the outcome of the
current round of labour contract renewals, will
continue for the next two years.

Consumer prices

The annualized, seasonally adjusted three-
month rise in consumer prices for worker and
employee households peaked at 2.5 per cent in the
first quarter of 1998 and gradually diminished
thereafter, ranging between 1.5 and 2 per cent during
the summer months and falling below 1.5 per cent
in September (Figure 18).

Figure 18

Consumer price index for worker
and employee households (1)

(annualized percentage changes on 3 months earlier;
seasonally adjusted)
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Source: Based on Istat data.

(1) The index, excluding tobacco products but including changes in indirect taxes,
is rounded to two decimal places and is calculated from data on the component items
rounded to one decimal place.

The slowdown was sharpest and greatest for
the components most affected by the decline in raw
materials prices, notably energy products. Prices
were further curbed by the especially moderate trend
in prices subject to public controls (Table a17).

The impact effects on inflation of the fall in
petroleum product prices were less pronounced than
in the other main European countries, however. On
the basis of the harmonized indices, the prices of
petroleum-based energy products declined by 6.4
per cent between September 1997 and August 1998
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in France, and by 9.5 per cent in Germany, compared
with 2.5 per cent in Italy. Almost half of this
difference is accounted for by the greater incidence
of taxes on the final price in Italy and the rest by
the greater stickiness of the corresponding producer
prices. The fall in petroleum product prices between
September and August accounts for nearly all of
the 0.5-point drop in the twelve-month rate of
increase in the euro-area harmonized index, which
slowed to 1.2 per cent; in Italy its contribution was
smaller, only about 0.2 points (Figure 19).

Figure 19

Harmonized index of consumer prices
(percentage changes on 12 months earlier)
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Source: Based on Eurostat and Istat data.

(1) Weighted average of the harmonized indices of the 11 countries that will adopt
the euro. The weights are based on final consumption; Eurostat revises the weights every
January.

Excluding not only food, energy and price-
controlled items but also cars, whose prices were
repeatedly affected by government incentives,
the index for worker and employee households
decelerated more slowly until the summer. The
three-month growth in this modified index, which
best captures the fundamental trend in inflation, has
regularly been higher than that of the general index.
It diminished slightly during the spring after peaking
at 2.6 per cent in the first quarter. The downtrend
stalled in the summer months with the rate at slightly

over 2 per cent and resumed in September, when
the rate fell below 2 per cent.

The twelve-month change in the EU harmonized
index remained just above 2 per cent in the first
eight months of the year. The differential with
respect to the average for the euro area held at around
0.7 points, while that vis-à-vis Germany and France
remained significant, at an average of 1.3 points
(Figure 2). However, the seasonally adjusted
monthly and three-month variations in the national
indices suggest that the inflation gap with Germany
is narrowing.

Unlike that of the other euro-area countries -
Spain, Ireland and Portugal - whose harmonized
indices show inflation at over 2 per cent, Italy’s
differential vis-à-vis the low-inflation countries can
be ascribed not so much to services as to goods
other than food and energy products (Table 14).
For these goods, the gap reflects the difference in
producer price trends and faster-rising unit labour
costs in industry.

Table 14

Harmonized index of consumer prices
(percentage changes on year--earlier period in relation to

the three months ending in August 1998)
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Producer prices and the import and export prices
of manufactures

During the first part of 1998 the producer prices
of manufactures for the domestic market continued
the slowdown that had begun late in 1997. This
was due to the sharp deceleration in costs, which
more than offset the moderate increase in firm’s
profit margins, with capacity utilization remaining
high (Figure 20).

Figure 20

Producer prices, costs and capacity
utilization in manufacturing

(percentage changes on year--earlier quarter
and percentages )
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Source: Based on Istat and Isco data.

(1) Percentage of capacity utilized; seasonally adjusted. Left-hand scale. -
(2) Index of the producer prices of manufactures for the domestic market, excluding
energy products. Changes on year-earlier quarter. Right-hand scale. - (3) Unit variable
costs net of intrasectoral transactions; energy products and transport equipment
other than cars are excluded from the aggregate for industry. Changes on year-earlier
quarter; moving averages of the reference quarter and the preceding quarter. Right-hand
scale.

The general index, which includes energy
products, went from a twelve-month rise of 1.5 per
cent in December to a decrease of 0.3 per cent in
August (Table a19). The slowdown was sharpest
for the components whose costs are most directly
affected by raw materials prices. The prices of
energy products, which had begun to decline even
before the end of 1997, were 6.1 per cent lower
in August than a year earlier. Seasonally adjusted
and excluding energy and goods subject to price
controls, the index decelerated beginning in
December and has been virtually flat since spring
(Figure 21). The deceleration is primarily ascribable
to the prices of non-petroleum intermediate goods
and food products, which are more closely linked
to raw materials prices.

Figure 21

Index of the producer prices of manufactures
for the domestic market

(annualized percentage changes on 3 months earlier;
seasonally adjusted)

19981997
-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

3.0

consumer goods excluding food and 
energy products, items subject to 
price controls and cars

total excluding energy products and 
items subject to price controls

Source: Based on Istat data.

The producer prices of consumer goods other
than food, energy and price-controlled products,
which are more strongly affected by the behaviour
of domestic cost components and demand, slowed
down with a lag and to a much lesser degree.
Excluding cars as well, the annualized seasonally
adjusted three-month rate of increase in this index
remained above 1.5 per cent until March; since then
it has averaged less than 1.5 per cent.

Figure 22

Indices of the producer prices of manufactures
for the domestic market

(percentage changes on 12 months earlier)
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Based on twelve-month changes in national
indices, the producer inflation differential with
respect to Germany was constantly positive,
hovering around 0.5 percentage points (Figure 22).
The differential stems chiefly from the substantial
gap in the consumer goods component, which
averaged 1.5 points.

Figure 23

Import and export deflators
(percentage changes on year--earlier quarter)
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Source: Based on Istat and BIS data.

In foreign markets, Italian firms made price
increases in local currencies in the first half of 1998
that were in line with those of the main competitor
countries and, when valued in lire, smaller than those
made in the domestic market. In the second quarter
the Italian export deflator was 0.6 per cent higher
than in the second quarter of 1997, an increment
comparable to those recorded in Germany and
France (Figure 23). The lira remained stable vis-
à-vis the German mark during the quarter and
depreciated by 0.5 per cent against the French franc.
The index of Italy’s competitiveness with respect
to its main competitors, based on average unit values
of exports, remained at the levels prevailing in the
second half of 1997 (Figure 24).

Given the slowdown in domestic demand, Italian
firms sought to maintain their export market shares.

With a basically stable nominal effective exchange
rate, they had to respond in this way to the
competitive pressures from producers in the leading
euro-area countries, who enjoyed significant
domestic cost reductions, and from those in the
countries affected by crisis, whose currencies
depreciated sharply.

Figure 24
Indicators of Italian competitiveness (1)

(indices, 1992=100)
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(1) Effective exchange rate of the lira vis-à-vis 24 countries, deflated using the

specified price or cost indicator. Moving averages of the reference quarter and the
preceding quarter. An increase in the index indicates a loss of competitiveness.

As a consequence of the Asian crisis the lira
prices of imports fell sharply in the first few months
of 1998, continuing the trend that began late last
year. In the second quarter the import deflator was
2 per cent below its year-earlier level. The decline
was sharper than in France and Germany, owing
to the greater incidence of energy products in Italian
imports. The reduction registered over the first six
months was concentrated in industrial inputs and
food products.

The lira prices of raw materials fell considerably
following the worsening of the crisis in Asia,
dropping by about 24 per cent between October
1997 and September of this year. Until August, as
the exchange rate of the dollar remained virtually
unchanged, the decline reflected the fall in dollar
prices: that of oil decreased by 38 per cent, to its
lowest level since 1988, while those of non-energy
raw materials fell by 15 per cent (Figure 25). The
subsequent decline in lira prices in September
and October is mainly attributable to the sharp
depreciation in the dollar.

The large contribution of the decline in the prices
of imported raw materials and intermediate products
to the reduction in inflation was not accompanied
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by a slowdown in the average unit values in lire
of non-food and non-energy consumer goods (Table
a21). For these products, foreign exporters to Italy
followed their normal practice of adapting to the
domestic pricing policies of Italian firms.

Figure 25

Dollar prices of primary commodities
and the lira/dollar exchange rate

(indices, 1990=100)
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Source: Based on IMF data.

(1) An increase indicates a depreciation of the lira against the dollar. Monthly
average of daily data; the figure for October 1998 refers to the average for the first
twenty days of the month.

Firms’ costs and profit margins

In the first half of 1998, manufacturing
industry’s unit variable costs increased by an average
of 0.2 per cent with respect to the year-earlier period,
as against 0.5 per cent in the second half of 1997.
Foreign inputs and unit labour costs both contributed
to the slowdown (Table 15).

The cost of imported inputs fell by 0.4 per cent,
compared with an increase of 0.6 per cent in the
second half of 1997. Given the gradualness with
which a decline in world commodity prices is passed
through to imported intermediate goods, it is likely
that the cost of foreign inputs will continue to fall
in the coming months.

In the first six months the prices of domestic
inputs rose by 0.4 per cent, as in the second half
of 1997. Adjusted to take account of the estimated
effects of the introduction of the regional tax
on productive activities (Irap), unit labour costs
declined by 0.2 per cent, compared with an increase
of 0.4 per cent in the second half of 1997. The
sharp deceleration in labour incomes more than

offset the effects of the slowdown in productivity.
Although nominal wages increased less than last
year, there was nevertheless a modest increase in
real wages.

Table 15
Unit variable costs and final prices

in manufacturing (1)
(percentage changes on preceding period)

3HU�
FHQWDJH

���� ���� ����
FHQWDJH
ZHLJKWV

��� <HDU +� +� <HDU +�

8QLW YDULDEOH
FRVWV � � � � � � � � � ����� ��� ��� ��� ��� ���
'RPHVWLF LQSXW
FRVWV � � � � � � � � ���� ��� ��� ��� ��� ���
8QLW ODERXU
FRVWV � � � � � � � ���� ��� ��� ��� ��� �����
ODERXU FRVWV �� ��� ��� ��� ��� ���
RI ZKLFK�
ZDJHV � � �� ��� ��� ��� ��� ���

SURGXFWLYLW\ � �� ����� ��� ��� ��� ���
2WKHU FRVWV � � � ���� ��� ��� ��� ��� ���

)RUHLJQ LQSXW
FRVWV � � � � � � � � ���� ��� ����� ��� ����� �����

2XWSXW SULFHV � � � ����� ��� ����� ��� ��� ���

6RXUFH� %DVHG RQ ,VWDW DQG (1, GDWD�
��� 1HW RI LQWUDVHFWRUDO WUDQVDFWLRQV� HQHUJ\ SURGXFWV DQG WUDQVSRUW HTXLSPHQW

RWKHU WKDQ FDUV DUH H[FOXGHG IURP WKH DJJUHJDWH IRU LQGXVWU\� �� ��� &DOFXODWHG RQ
WKH EDVLV RI WKH LQSXW�RXWSXW WDEOH IRU ���� DW ���� SULFHV�

In assessing the increase in labour incomes in
the first half of 1998, one must allow for the fact
that the introduction of Irap and the simultaneous
abolition of firms’ health service contributions have
created a discontinuity in the national accounts data
series. Total compensation of employees is obtained
by summing wages and social security contributions,
which until last year included health service
contributions. The abolition of the latter therefore
caused incomes to fall by 1.2 per cent in relation
to the first half of 1997. However, if the portion
of Irap revenues attributable to labour is added to
wages to approximate the labour costs borne by
firms, then such costs registered an estimated
increase of 2.5 per cent on the year-earlier period,
compared with one of 4.6 per cent in the second
half of last year. The slowdown is attributable to
the more moderate wage increases agreed in
contracts signed in the second half of 1997.
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Available information shows a gradual
narrowing of the growth differential between Italian
industry’s unit labour costs and those of Germany
and France (Figure 26). In the first quarter of
1998, the gap was 4.3 and 2.7 percentage points
respectively, down from an average of 7.7 and 6.3
points in 1997. The significant remaining difference
is mainly attributable to the large differential in
productivity growth. Nevertheless, the rates should
continue to converge in the near future as a result
of the moderate rate of increase in unit labour costs
in Italy and the easing of the decline in Germany
and France, where the sharp reductions in recent
quarters are unlikely to be repeated.

Figure 26

Unit labour costs in manufacturing (1)
(percentage changes on year--earlier period)
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Source: Based on Istat and OECD data.
(1) Moving averages of the reference quarter and the preceding quarter.

The smaller rise in wages in Italy is the
consequence of low inflation expectations and high
unemployment. In 1998 the most important contract
renewal was that covering the chemical industry;
the agreement provides for increases slightly higher
than the average for manufacturing industry this
year, which is in line with the inflation target for
1999. In manufacturing as a whole, wage growth
remains moderate. If the outcome of the upcoming
bargaining round confirms current trends, as the
initial indications of the metal and engineering
workers’ contract platform suggest, the rate of
increase in wages in Italy should continue to
converge towards the level prevailing in the main
EU countries. There have been no significant
changes in working hours in the manufacturing
sector. The bill on working hours presented last
spring leaves the matter to collective bargaining.

The solution adopted in the chemical industry
suggests that any reductions in contractual hours
could be accompanied by greater discretion for firms
in determining the effective length of the work week.

The moderate expansion in economic activity
under way has created scope for a continuation
of the gradual widening of profit margins in
manufacturing, as firms have raised output prices
by more than the increase in costs. The share of
profits in value added in the manufacturing sector,
which peaked at the start of 1996 and declined until
the middle of last year, has begun to increase again
(Figure 27).

Figure 27

Share of profits in value added
and real wages in manufacturing (1)

(percentage points and percentage changes)
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Source: Based on Istat data.

(1) Moving averages of the reference quarter and the preceding quarter. - (2) Share
of gross operating profits in value added, calculated by attributing the same unit incomes
to the self-employed as those earned by employees. Right-hand scale. - (3) Percentage
changes on year-earlier quarter in gross earnings per employee deflated using the
general consumer price index for the population as a whole. Left-hand scale.

In the market services sector, according to the
information available for the first half of 1998, the
rate of increase in labour income was about 1
percentage point higher than in manufacturing, while
the increase in unit labour costs was about 2 points
higher, owing in part to the slow pace of productivity
gains. Nevertheless, a number of factors could
produce greater wage moderation in the next
bargaining round, such as the extension without
wage increments of current contracts in sectors
undergoing restructuring (especially banking and
insurance) and the increasing proportion of workers
on atypical contracts in services in general. Slower
wage growth can already been seen in sectors where
competition is strongest.
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Inflation expectations

The Forum-Mondo Economico and Consensus
Forecasts surveys show that improvement in
inflation expectations came to a temporary halt in
the first few months of the year, when pressure on
consumer prices was stronger (Figures 28 and 29).
Expected inflation subsequently began to fall again
with the spread of the disinflationary impact of the
Asian crisis, the continued caution of monetary
policy and Italy’s qualification for participation
in monetary union from the outset. Expectations
then stabilized below 2 per cent across all time
horizons, adjusting more rapidly than in the past
to improvements in actual inflation.

Figure 28
Forum--ME survey of expectations of consumer price

inflation in the subsequent two quarters (1)
(percentage changes on year--earlier quarter)
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Source: Based on Istat and Forum-ME data.
(1) The dates in the figure indicate the survey period. The expectations recorded

are those of a panel of businessmen and experts. - (2) Consumer price index for worker
and employee households, excluding tobacco products.

The October survey conducted by Consensus
Forecasts showed expectations for average inflation
of 1.8 per cent in 1998 and 1.6 per cent in 1999,
down from 2 and 2.1 per cent respectively in
the January survey. However, expectations for
inflation in France and Germany have fallen more
sharply, so that the differential in expected average
inflation in 1998 widened to 0.8 percentage points
and 1 point respectively, compared with -0.1 and
0.6 points at the beginning of the year; while that
for 1999 rose to 0.3 and 0.6 points from -0.1 and
0.5 points. As is shown by the quarterly profile
of experts’ expectations for inflation in the
September survey covering the subsequent eight
quarters, the inflation differentials between Italy and
the other main countries that will adopt the euro

should virtually disappear over the next two years
(Figure 30).

Figure 29
Consensus Forecasts expectations concerning average

consumer price inflation in 1998 and 1999 (1)
(percentage changes on previous year)
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(1) Average annual rate of consumer price inflation. The horizontal axis shows

the months in which the survey is conducted. - (2) Weighted arithmetic mean of the
forecasts for the national consumer price indices (for Italy, the consumer price index
for worker and employee households) of the countries that will adopt the euro, excluding
Luxembourg. The weights are based on final consumption in 1996; Eurostat revises
the weights every January.

According to the Consensus Forecasts experts,
average inflation in the euro area will be 1.4 per
cent in 1998 and rise slightly to 1.5 per cent in
1999. Overall, the outlook for the participating
countries appears favourable, with very moderate
inflation expectations but no sign of any imminent
risk of deflation.

The indications provided by the financial
markets, in particular the behaviour of one-year
forward rates nine years ahead implicit in interest
rate swaps on European currencies, confirm this
outlook for more distant time periods as well.

Figure 30

Consensus Forecasts expectations concerning average
consumer price inflation in the subsequent 8 months

(percentage changes on year--earlier quarter;
September 1998 survey)
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The public finances

The performance of the public finances in the first
nine months of the year appears to have been basically
in line with the annual objective set in April in the
Economic and Financial Planning Document of a
slight reduction in the ratio of general government net
borrowing to GDP, from 2.7 per cent in 1997 to 2.6
per cent (Figure 31). The reduction in revenue,
expenditure and the debt in relation to GDP could
nonetheless be less than forecast in the Document
since the growth in GDP may be smaller than
predicted.

Figure 31

General government net borrowing,
primary balance and debt
(as a percentage of GDP)
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Sources: Based on Istat data and, for the debt, Bank of Italy data. The figures for 1998
are the forecasts published in Documento di programmazione economico-finanziaria
(1999-2001).

The contribution of temporary measures to deficit
reduction is likely to be around 0.6 per cent of

GDP, as against over 1 per cent in 1997. The deficit
adjusted for deviations in economic activity from
the medium-term trend (cyclically adjusted net
borrowing) is expected to be much the same as in
1997 in relation to GDP.

In the first nine months of the year the state sector
borrowing requirement was larger than in the
corresponding period in 1997, primarily owing to the
postponement of some tax receipts to the last part of
the year as a result of the introduction of the regional
tax on productive activities and the possibility of
paying self-assessed taxes in instalments.

Further progress has been made in lengthening
the average maturity of the public debt: net issues of
medium and long-term securities have far exceeded
the borrowing requirement and covered the net
redemptions recorded by other forms of government
financing, especially Treasury bills.

According to the estimates of the European
Commission, the OECD and the IMF, the ratio of
general government net borrowing to GDP should
decline in 1998 by 0.2 percentage points for the euro
area and by 0.5 points for the European Union (from
2.5 to 2.3 per cent and from 2.3 to 1.8 per cent,
respectively, according to the Commission). These
reductions are slightly smaller than those indicated in
the convergence programmes submitted by the
individual member states. The Commission and the
IMF foresee reductions in the net borrowing ratio in
1999 in line with the planned value of around 0.5 per
cent of GDP, while the OECD is less optimistic. The
Italian deficit is seen as remaining slightly above the
European average in both years.

The OECD and the IMF expect the cyclically
adjusted balance of the euro area to worsen slightly in
1998-99 compared with 1997, signaling a slowdown
in the action to achieve the objectives established in
the Stability and Growth Pact.



7+( 38%/,& ),1$1&(6(&2120,& %8//(7,1 � 1R� ��� 2&72%(5 ����

38

Budgetary policy

The Forecasting and Planning Report for 1998 set
the objective for general government net borrowing
at 2.8 per cent of GDP and that for the primary surplus
at 5.6 per cent of GDP. The budgetary measures
designed to achieve these objectives were officially
estimated to amount to 25 trillion lire, or 1.2 per cent
of GDP (see the box “The implementing provisions
of the 1998 budget” inEconomic Bulletin, no. 26,
February 1998). The objective for general govern-
ment net borrowing was made more stringent in the
Quarterly Report on the Borrowing Requirement in
March, when it was set at 2.6 per cent of GDP, a figure
that was confirmed in the Economic and Financial
Planning Document in April. The more ambitious
objective did not reflect measures to increase the
primary surplus, which in fact was expected to
amount to 5.5 per cent of GDP instead of 5.6 per cent,
but rather a downward revision of the forecast for
interest payments, to take account of the decline in
market interest rates.

The ratio of the primary surplus to GDP was set
to decline by 1.3 percentage points compared with
1997, with the revenue ratio falling by 1.1 points,
from 48.8 to 47.7 per cent of GDP, and the primary
expenditure ratio rising rise by 0.2 points, from 42 to
42.2 per cent of GDP. The stability of net borrowing
was due to the reduction of 1.5 percentage points in
the ratio of interest payments, from 9.5 to 8 per cent
of GDP.

The results in the first three quarters appear to be
in line with the main objectives set in the Economic
and Financial Planning Document. In contrast with
the past, no supplementary budgetary measures have
been introduced during the year. Cyclically adjusted
net borrowing is expected to be around 2 per cent of
GDP, basically the same as in 1997.

Preliminary estimates show that general
government total expenditure, revenue and debt
should be basically in line with the Government’s
forecasts, notwithstanding the downward revision of
the expected growth in real GDP, although this may
result in the reductions in the GDP ratios of these

aggregates being smaller than predicted. Interest
payments are not likely to diverge materially from the
Government’s forecasts: the Economic and Financial
Planning Document assumed that the rates on
twelve-month Treasury bills would remain almost
unchanged; although sizable, the decline in yields
that began in July will not significantly affect interest
expenditure in 1998.

In the first six months of the year state sector
expenditure was much the same as in the corres-
ponding period in 1997. The fall of 13.8 per cent
in interest payments offset the increases of 2.8
per cent in primary current expenditure, 9 per cent
in capital expenditure and 51.6 per cent in outlays
of a financial nature. In the same period tax revenue
fell by 15.4 per cent, primarily owing to the
postponement of payments of self-assessed taxes and
the possibility of paying them in instalments. At the
end of September the shortfall had narrowed to 3.1
per cent (see the box on “State sector revenue and
expenditure”).

Taken together, the effects of the budget and the
decline in interest payments should offset the
tendency of the government deficit to expand, fueled
by some expenditure programmes and the reduction
in the effects of temporary measures. The latter’s
contribution is expected to drop from more than 1 per
cent of GDP in 1997 to around 0.6 per cent, most of
which is attributable to the switch from two-monthly
to monthly payments of INPS pensions (around
6 trillion lire) and the levy on firms’ severance pay
provisions first introduced in 1997 (more than
4 trillion lire).

The borrowing requirement and the public debt

Net of settlements of past debts and privatization
receipts, the state sector borrowing requirement was
equal to around 59.1 trillion lire through September,
compared with 51.5 trillion in the same period in
1997 (Table 16 and Figure 32). The difference at the
end of June had been larger, since the borrowing
requirement for the first six months rose from 25.3
trillion in 1997 to 48.2 trillion.
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Table 16

State sector and general government
borrowing requirement

(billions of lire)

���� ���� ���� ���� ���

1HW VWDWH VHFWRU ERUURZLQJ UHTXLUHPHQW ���

)LUVW VL[ PRQWKV � � � ������ ������ ������ ������

-DQXDU\�6HSWHPEHU ������� ������ ������ ������

*URVV VWDWH VHFWRU ERUURZLQJ UHTXLUHPHQW

)LUVW VL[ PRQWKV � � � ������ ������ ������ ������

-DQXDU\�6HSWHPEHU ������� ������� ������ ������

1HW JHQHUDO JRYHUQPHQW
ERUURZLQJ UHTXLUHPHQW ���

)LUVW VL[ PRQWKV � � � ������ ������ ������ ������

��� 3URYLVLRQDO� �� ��� ([FOXGLQJ VHWWOHPHQWV RI SDVW GHEWV DQG SULYDWL]DWLRQ
UHFHLSWV�

The development of the borrowing requirement
during the year was influenced by two main factors:
first, the introduction of the regional tax on
productive activities and the simultaneous abolition
of some taxes and social security contributions (see
the article “The recent reform of the tax system” in
Economic Bulletin, no. 26, February 1998); and
second, the extension of the time limits for the
payment of self-assessed taxesand the possibility of
paying them in instalments. Thesemeasuresreduced
revenuein thefirst half of theyear and increased that
receivable in the second six months, especially
December.

In the first nine months of 1998 privatization
receipts exceeded settlements of past debts by 6.1
trillio nlire,asagainst 2.8trillio ninthecorresponding
period in 1997, thus reducing the need for the
Treasury to raise funds in the market by the same
amount. The improvement on 1997 may nonetheless
not be maintained for the year as awhole, since in
the fourth quarter of last year the high level of

privatization receipts produced a surplus of nearly
19 trillio n lire.

Net privatization receipts rose from 4.7 to 8.2
trillio n lire owing to the increase in gross receipts
from around 13 trillio n in the first nine months of
1997, produced largely by the sale of Telecom Italia
shares, toover 16 trillio n in thecorresponding period
in1998, primarily astheresult of thesaleof atranche
of ENI shares. Payments for Treasury purchases of
STET sharesfromIRI amounted toover 8 trillio n lire
in both years.

Figure 32

State sector borrowing requirement (1)
(cumulative balances; billions of lire)
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(1) Excluding settlements of past debts and privatization receipts.

Settlements of past debts resulted in net
expenditure of more than 2 trillio n lire. The
repayment of around 3.7 trillio n of debts of local
health units, INPSand the Italian SpaceAgency and
thesettlement of 3.3trillio nof tax creditsinsecurities
were partly offset by the second instalment of
5 trillio n lire of IRI’ s early repayment of a loan
contracted with the Deposits and Loans Fund (the
first instalment of 5 trillio n had been paid in
December 1997). In the first nine months of 1997
therehadonly beenoutlaystotalingsome1.9 trillion.

Net issuesof medium and long-term securitiesin
the first ninemonths of 1998 substantially exceeded
the borrowing requirement and offset the net
redemptions of other forms of financing and the
increase in the balance on the Treasury’s accounts
with the Bank of Italy. Deducting the commissions
paid for placing the paper, net issuesof medium and
long-termsecuritiesacquiredby investorsoutsidethe
state sector amounted to 93.8 trillio n lire. Net issues
of BTPs rose sharply, from 60.2 to 125.6 trillion,
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State sector revenue and expenditure

Revenue in the first nine months of the year

In the first nine months of the year the volume of taxes
collected by the state sector fell by 3.1 per cent to around 364.3
trillion lire, compared with 375.9 trillion in the corresponding
period of 1997 (Table 1). The decrease reflected the abolition

of local income tax (Ilor) and the tax on companies’ net worth
in connection with theintroduction of Irap, which isa regional
tax and thereforenot included among statesector tax revenue.
According to official estimates, theannual yield of thenew tax
should be around 53 trillio n li re; however, figures for the first
payment suggest that it will besignificantly lessthan expected.

Table 1
State sector tax revenue (1)

(billions of li re)
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The decline in revenue was also due partly to the modest
pace of economic growth, the migration of some receipts to the
end of the year in connection with the tax reform and a decline
in the yield of the special Europe levies, which had boosted
revenue in 1997.

Preliminary estimates for the year as a whole suggest that,
net of accounting transactions with the Sicily and Sardinia
regions, the ratio of state sector tax revenue to GDP should be
about one percentage point lower than in 1997, when it had
stood at 28.5 per cent.

Direct taxes decreased by 6.6 per cent, owing primarily
to the abolition of local income tax and the tax on companies’
net worth in connection with the introduction of Irap and
to increasing scope for self-assessed taxes to be paid in
instalments.

Theincreaseof 8.5 per cent in receiptsof personal income
tax was attributable partly to the effects of the tax changes
connected with the introduction of Irap (around 5.2 trillio n on
an annual basis) and partly to the increase in receipts of
withholding tax on incomefromself-employment asa result of
the measures introduced in the1998 budget.

Receiptsof corporateincometaxdecreasedby16per cent,
mainly becausetheincreasein thesizeof paymentson account
decided inconjunctionwith theabolitionof thewithholding tax
on companies’ income from bonds was smaller than that
decided in 1997. Another factor was a sharp reduction in the
payment from the Bank of Italy, which had been substantial in
1997 owing to the high level of profits.

Withholding tax on interest income yielded 46.8 per cent
lessthanayear earlier asaresult of thefall in interest ratesand
changes in regulations. Tax revenue on bond income was
affectedbytheabolitionof thewithholdingtaxpreviouslylevied
oncorporateentities,which ledtoan increasein theproportion
of revenue generated by self-assessed taxes. The reduction in
the yield from withholding tax on interest income from bank
deposits reflects the offsetting of liabilities against tax credits
resultingfromtheincreaseinthesizeof thepayment onaccount
made in 1997.

Finally, direct taxes were affected by the absence of
revenue from the special Europe surtax on personal incomes,
which had yielded 2.8 trillio n li re in the first nine months of
1997, and by thereduction in theyield fromthat on companies
based on the size of their staff severance pay funds, which
generated 2.3 trillion , compared with more than 3.3 trillio n in
thecorresponding period of last year. The latter effect wasdue
partly to the exemption of companies with fewer than fifteen

employeesand partly to thereduction in thetax rate from5.89
to 3.89 per cent.

Indirect taxes rose by 1.5 per cent; the large increase in
revenuefromVATandstatemonopoliesmorethanoffset thefall
in the yield of other business taxes and excise duties.

Despite the modest growth in consumption foreseen for
1998, VAT receipts rose by 11.4 per cent. A number of factors
wereinvolved, thechief being thechangeinVATrateslast year,
a shift in consumption towards purchases of durable goods
(which generally attract higher rates of tax), some of the
provisions of the 1998 budget (in particular the granting of
relief for therestructuring of buildings, which appears to have
brought hitherto concealed tax base into the open) and the
revision of the mechanisms for making deductions from tax
liabilities.

The decline of 18.5 per cent in theyield of other business
taxes was due to deductions made by tax collection con-
cessionaries to compensate for the sums they had paid in
December 1997 when they took over responsibility for the
collection of such taxes. Excise duties and sales taxes fell by
18.2 per cent owing to changes in themethod of paying duties
on oil products, methane gas and electricity introduced in the
1997 budget, which had led to a temporary increase in
collections last year.

Revenue from state monopolies rose by 11.9 per cent,
benefiting fromtheincrease in tobacco pricescontained in the
budget.

Expenditure in the first half of the year

State sector expenditure totaled 329.5 trillio n li re in the
first six months of the year, more or less the same as a year
earlier (Table 2). The decrease in interest payments offset
increasesinprimarycurrent expenditure, capital spendingand
financial items.

Spending on state sector wages and salaries rose by 12.5
per cent; the increase probably reflected mainly the recording
of contributions for previous years. The planned increase in
such expenditurefor theyear asa wholeislessthan 3 per cent.

Current transfer payments decreased by 2.5 per cent
overall. A largereduction of almost 10 trillio n li re in transfers
to local authorities and former autonomous government
agencieswaspartly offset by an increase in transfers to social
security institutions and recipients abroad, primarily the EU;
disbursements to households and enterprises and other
recipients remained broadly unchanged.

cont.
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Table 2
Main expenditure items of the state sector

(billions of lire)
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The revenue generated by the introduction of Irap
lessened the need to provide finance to the regions. Adjusted
for this factor, state transfers increased by about 2.4 trillion
lire. Transfers to municipalities and provinces rose by around
4.1 trillion; in 1997 they had been held down by introducing
a requirement for municipalities with fewer than 5,000
inhabitants to use their bank balances before receiving fresh
allocations of state funds. The reduction in transfers to former
autonomous government agencies related mainly to the
railways.

Transfers to social security institutions increased by
some 4.7 trillion lire on account of the reduction in their own
revenues, which was due among other things to the payment
of premiums to INAIL in instalments under Law 449 of 27
December 1997, which was appended to the 1998 Finance
Bill. Transfers to the railway staff pension fund also rose.

These effects were only partly offset by an increase in
contributions to the State Sector Employees’ Social Security
Institute.

Capital payments increased by 9 per cent, mainly as a
result of a risein fixedcapital spending from1.5 to2.4 trillion
li re.

Financial expenditure rose from8.9 to 13.5 trillio n li re;
thispronounced increaseof 51.6 per cent reflected primarily
anincreaseof almost 4.3trillio nincapital contributionstothe
railways, which was larger than the decrease in current
transfers to that agency. It should be recalled that capital
contributions, unlikecurrent transfers, do not count towards
general government net borrowing. Lending by the Deposits
and Loans Fund to municipalities and provinces decreased
slightly.
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Table 17
General government net borrowing, revenue,

expenditure and debt in the euro area and the EU (1)
(as a percentage of GDP)
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while those of CTZs fell from 45.5 to 29 trillion,
calculating both issues and redemptions at issue
prices and net of commissions. Net redemptions of
CCTs and other securities amounted to around 23.2
and 37.5 trillion, respectively. As part of the policy
aimed at further lengthening the average maturity of
the public debt, the Treasury made net redemptions of
BOTs amounting to around 24 trillion. Some 8.6
trillion of foreign loans were redeemed, compared
with more than 6.7 trillion of net fund-raising via this
channel in 1997. The balance on the Treasury’s

accounts with the Bank of Italy rose by 6.3 trillion,
while other minor forms of financing gave rise to
nearly 2.2 trillion of net redemptions.

According to the Economic and Financial
Planning Document, the ratio of general government
debt to GDP should fall by 3.4 percentage points in
1998, to 118.2 per cent. The foreseeable slower
growth in GDP compared with that assumed in the
Document will tend to make the reduction smaller;
the exchange rate and the balance of privatization
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receipts and debt settlements may have the opposite
effect. The latest available data show that the
appreciation of the lira, especially against the dollar,
has reduced the value of Italy’s foreign currency debt
by around 3.5 trillion lire, whereas the Economic and
Financial Planning Document assumed that the effect
of the exchange rate would be neutral over the year.
As mentioned earlier, in the first nine months of 1998
privatization receipts exceeded debt settlements by
6.1 trillion lire, whereas the Economic and Financial
Planning Document had forecast a surplus for the
year of only 3 trillion.

EU objectives and forecasts

As part of the excessive deficit procedure
introduced by the Maastricht Treaty, in recent years
the EU member states have submitted convergence
programmes setting out guidelines for budgetary
action and objectives for the parameters relevant to
the process of monetary unification.

The programmes presented by the euro-area
countries before the European Council meeting of
3 May 1998 provided for an average reduction in
general government net borrowing of 0.3 per cent of
GDP in 1998 and 0.6 per cent in 1999 (Table 17).
They also envisaged a reduction in the size of budgets
in relation to GDP, with the revenue ratio expected to
decline by about 1 percentage point over the two
years and the expenditure ratio by about 1.8 points.
About one third of the cutback was to come from
lower interest payments. The ratio of debt to GDP was
set to decline moderately, by 1.8 points over the two

years. The reduction in net borrowing planned for the
European Union as a whole was larger, as the ratio to
GDP was expected to fall by 0.7 points in 1998 and
0.5 points in 1999. The ratio of debt to GDP was to fall
more rapidly, by 2.9 points over the two years.

According to the most recent estimates by the
European Commission, the OECD and the IMF, the
fall in net borrowing in 1998 will be slightly less than
planned for both the euro area and the European
Union as a whole. The Commission estimates that the
reduction in revenue and expenditure in relation to
GDP will be marginally less than planned, while the
fall in the debt ratio will be larger than that indicated
in the programmes.

The Commission and the IMF both estimate that
net borrowing in 1999 will again be broadly in line
with the objectives set in the programmes. On the
other hand, the OECD forecasts an overshoot of the
ratio of 0.3 percentage points for the euro area and 0.4
points for the European Union. According to the
Commission, the decline in both the revenue and the
expenditure ratios will fall short of the objectives in
1999, as in 1998, while that in the debt ratio will again
be larger than planned.

The OECD and IMF forecasts for cyclically
adjusted budgets in 1998 show an improvement only
for the European Union; the balance for the euro area
is seen as remaining unchanged or worsening slightly.
In 1999 the cyclically adjusted budgetary position
is expected to remain broadly unchanged for both
areas. These forecasts signal a slowdown in member
states’ action to respect “the medium-term budgetary
objective of a position close to balance or in surplus”
set out in the Stability and Growth Pact.



021(7$5< 32/,&<� %$1.,1* $1' 7+( ),1$1&,$/ 0$5.(76(&2120,& %8//(7,1 � 1R� ��� 2&72%(5 ����

45

Monetary policy, banking and the financial markets

The easing of monetary conditions has continued
in 1998. Against a background of rapid growth in the
monetary aggregates and higher rates of increase in
prices and labour costs than in the other leading
European countries, the gradualness with which the
monetary policy stance has been relaxed was
designed to consolidate expectations and behaviour
consistent with price stability and to ensure an orderly
start to the European single currency. It helped to
bring inflation and inflation expectations into line
with the levels prevailing in the euro area and to
protect the exchange rate of the lira and long-term
interest rates from the bouts of turbulence of
international and domestic origin.

In April the discount rate and the rate on
fixed-term advances were reduced by half a
percentage point, to 5 and 6.5 per cent, respectively.
At the beginning of June and in the middle of July the
compulsory reserve ratio was reduced, first to 9 per
cent and then to 6 per cent. The consequent release of
48.4 trillion lire of compulsory reserves boosted the
resources available to the banking system. The
convergence of Italian banks’ compulsory reserves
towards the level given by applying the criteria the
ECB Governing Council established on 13 October
will be completed in the last maintenance period of
1998.

From the middle of August onwards the
turbulence in international markets impinged on the
spot DM/lira exchange rate and the corresponding
1 January 1999 forward rate. The pressure on the lira
subsequently eased and the forward rate’s small
divergence from the central parity has virtually
disappeared.

The M2 money supply grew very rapidly until
June. The factors contributing to this growth included
the fall in interest rates and the increasingly intense
adjustment of financial portfolios. In the third quarter
M2 contracted and through September its annualized
growth rate, calculated on the basis of three-month

averages, declined to 8.3 per cent, which was close to
the target rate set last year.

The easing of the pressure on the exchange rate
and the slowdown in the growth of the monetary
aggregates were accompanied by the good per-
formances of the public finances and inflation, which
made further monetary easing possible. On 26
October official rates were cut by one percentage
point, the discount rate to 4 per cent and the rate on
fixed-term advances to 5.5 per cent.

The 3-month Eurolira interest rate fell from 6 per
cent at the beginning of the year to 4.2 per cent on
27 October; the differential with the corresponding
DM rate narrowed from 2.3 to 0.7 percentage points.

The short-term interest rates expected in the
leading industrial countries in the early months of
1999 have fallen: between the end of April and the
second ten-day period in October the rates implied by
3-month futures contracts came down from 5.9 to 4.4
per cent in the United States and from 4.3 to 3.3 per
cent in the euro area, reflecting the increasingly
widespread view that, in the absence of inflationary
pressures, the deterioration in the outlook for growth
was likely to lead to more accommodative monetary
policies.

The decline in Italian long-term interest rates has
been substantial, reflecting the improvement in the
economic fundamentals and Italy’s inclusion in the
first wave of countries participating in the single
currency. On 20 October the yield on 10-year BTPs
was 4.5 per cent, down by 1.1 percentage points from
the end of 1997. The interest rate differential with
Bunds of the same maturity narrowed and remained
around 0.3 percentage points from April onwards; it
widened temporarily from mid-August to the early
part of September, when, as for the government
securities of other leading European countries,
interest rates rose in response to the tensions that
emerged in international markets.

Bank lending rates have continued to decline.
Between January and September the average cost of
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short-term credit in lire fell by 1.4 percentage points
to 7.6 per cent. The differential with comparable DM
loans granted in Germany has all but closed.

The total financing granted to the non-state sector
increased on a seasonally adjusted annual basis by 5.2
per cent in the first eight months of the year, basically
in line with the forecasts made in 1997. The decline
in bank lending rates has encouraged the expansion in
credit.

The financial assets of the non-state sector grew
by 7.3 per cent through August. Households’ and
enterprises’ substantial sales of government securi-
ties were offset by their larger net purchases of
foreign securities and above all by the exceptional
growth in their assets under management. Investment
funds’ and foreign investors’ demand for government
securities remained buoyant.

After rising to a high level in the first half of the
year in relation to listed companies’ prospective
earnings, Italian share prices fell by 25 per cent
between the end of July and 23 October. Compared
with the end of 1997, they nonetheless still showed a
gain of 15.6 per cent.

Faced with a modest rise in their domestic
fund-raising, banks financed the growth in their

lending with increased borrowing abroad in foreign
currency; the total amount of securities held by the
banking system remained unchanged. Net interest
income declined slightly, the combined effect of the
contraction in the spread between lending and deposit
rates and the increase in the loan portfolio. The
growth in income from securities trading and asset
management, coupled with the first results of the
action taken to curb operating costs, led to a
significant rise in banks’ profits. In order to lock in
this improvement in profitability, banks need to
consolidate the flow of new revenues and rapidly
negotiate wage agreements that will close the gap
between the costs of the Italian banking system and
those of its European competitors.

Monetary policy and the exchange rate of the lira

Monetary conditions have been gradually relaxed
in 1998. The steady decline in the interest rates on
repo operations, amounting to 1.4 percentage points
since the beginning of the year, was accompanied by
cuts in official rates of half a percentage point in April
and one point on 26 October (Figure 33). Actual and
expected short-term interest rates have fallen towards
the lower levels prevailing in the euro area.

Figure 33
Official interest rates and money and financial market rates
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(1) Marginal allotment rate. - (2) Actual rate in the interbank deposit market. - (3) Rate on Euromarket 10-year interest rate swaps.
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Since the beginning of the year there has been a
further large fall in real 3-month rates, which now
stand at 3 per cent, about half a percentage point
above the average for the euro area (Figures 34 and
35). The real effective exchange rate of the lira has
risen slightly.

Figure 34

Real short--term interest rate
and real effective exchange rate of the lira

(monthly data; percentages and indices, 1993=100)
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(1) Interest rate on 3-month interbank deposits, deflated using the change in the
consumer price index (for worker and employee households) over the preceding twelve
months. Moving average for the three months ending in the reference month. Left-hand
scale. - (2) Calculated with respect to 24 trading partners on the basis of the producer
prices of manufactures. Moving average for the three months ending in the reference
month. An increase indicates an appreciation. Right-hand scale.

Figure 35

Expected and actual real interest rates
on 3--month Euromarket deposits (1)

(three--month data; percentages)
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(1) The nominal interest rate on Euromarket deposits is deflated using the inflation
expectations measured by the Consensus Forecasts quarterly survey with reference
to the same time horizon. From December 1998 onwards the interest rates are those
on Euromarket futures contracts. - (2) The average of the rates for France, Germany,
Italy and Spain, weighted using each country’s GDP at current prices in national
currency, translated using purchasing power parities (average values for the three years
1992-94). Based on OECD data. - (3) Moving average of each figure and the preceding
one.

The interest rates on 3-month Eurolira deposits
came down between the end of January and the
second half of July, when the level and the differential
with respect to the corresponding DM rate both
reached new lows, of 4.8 per cent and 1.2 percentage
points, respectively. The convergence of Italian

short-term interest rates came to a temporary halt in
August, when the lira weakened slightly (Figure 36),
and then gathered pace again from the end of
September onwards; on 27 October the differential
was equal to 0.7 percentage points.

Figure 36

Short--term lira/DM interest rate differential;
spot and forward lira/DM exchange rates
(daily data; percentage points; lire per DM)
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(1) Left-hand scale. - (2) Forward exchange rate at 1 January 1999, obtained on the
assumption that the change in the exchange rate over the period is equal to the difference
between lira and DM interest rates, calculated on the basis of Euromarket Libor and swap
and future rates. - (3) Difference between 3-month Libor in lire and DMs. Right-hand
scale.

Until May the fall in short-term lira interest rates
proceeded in line with the market’s expectations; it
then slowed, as is shown by the gap of about half a
percentage point that opened during the summer
between the actual level and that expected by the
market three months earlier (Figure 37).

Figure 37
Expected and actual interest rates
on 3--month Eurolira deposits (1)

(daily data; percentages)
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(1) The actual rate is that on 3-month Eurolira deposits at the date shown on the
horizontal axis; the expected rate is obtained from the rates on 3 and 6-month Eurolira
deposits observed three months earlier.

The slowdown in inflation, the improvement
in the public finances and Italy’s participation in
the single currency from 1 January 1999 are the
underlying reasons for the fall in medium and
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long-term lira interest rates over the year. Since the
summer the fall in yields on government securities
has also reflected the massive shift of funds into safer
investments, provoked in all the leading countries by
the accentuation of the crisis in international markets.
The rate on the benchmark 10-year BTP declined
from 5.6 to 5.2 per cent in the first five months of the
year and by around 0.7 percentage points to 4.5 per
cent between June and the second half of October.

Figure 38

Yield curve for futures contracts on 3--month
Euromarket deposits in the main euro countries

(percentages)
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(1) The first point of each curve is the spot rate on 3-month Euromarket deposits. The
horizontal axis shows the settlement dates for the futures contracts to which the yields
refer. - (2) The average of the rates for France, Germany, Italy and Spain, weighted using
each country’s GDP at current prices in national currency, translated using purchasing
power parities (average values for the three years 1992-94). Based on OECD data.

Forecasts of slower growth in the industrial
countries have led markets to expect more
accommodative monetary conditions; in Europe
these expectations have been strengthened by the fall
in both actual and expected inflation. The 3-month
interest rate implied by futures contracts for the euro
area at the beginning of 1999 has come down from 4.3
per cent at the end of April to 3.3 per cent. Moreover,
interest rates are no longer expected to rise during
1999 (Figure 38).

The yield curve of one-year forward interest rates
implied by lira swap rates has shifted downwards,
with a larger fall for maturities up to five years

(around one percentage point between the end of
April and the second half of October; Figure 39).

Figure 39
Eurolira yield curve
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(1) The horizontal axis shows the settlement dates for the futures contracts to which
the yields refer. The date on which the contract was concluded is shown beside each
curve. - (2) The horizontal axis shows the period to which the yield refers, expressed in
years from the contract date indicated. The date on which the contract was concluded is
shown beside each curve.

The present configuration of yields and the
inflation expectations measured by opinion surveys
are consistent with the expectation of a real
short-term interest rate in the euro area of 2 per cent
for the whole of 1999 (Figure 35).

Since the beginning of the year the lira has
appreciated against the dollar and the pound sterling
by 8.1 and 5.2 per cent, respectively, while remaining
virtually unchanged against the currencies of the euro
area. The gain with respect to the yen in the first nine
months of the year was almost completely wiped out
in October. The nominal effective exchange rate of
the lira calculated with respect to 24 trading partners
rose by 1.4 per cent (Figure 40). This result was
primarily due to the strengthening of the lira in the
second quarter, when there was a large net inflow of
foreign portfolio investment, and at the end of the
summer, which mainly reflected the weakening of the
dollar. In the period of financial market turbulence
that lasted from mid-August to the early part of
October, the lira/DM exchange rate came under slight
pressure; at the same time the forward lira/DM
exchange rate for the beginning of 1999 diverged a
little from the central parity (Figure 36). The pressure
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on the exchange rate almost completely disappeared
in the second half of October.

Figure 40

Effective exchange rate of the lira
and the dollar/DM exchange rate

(indices, 1993=100; dollars per DM)
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(1) Left-hand scale. A rise in the index corresponds to an appreciation of the lira. -
(2) Calculated with respect to 24 trading partners. - (3) Calculated with respect to the
other euro countries. - (4) Right-hand scale.

Monetary base contracted through September by
45 trillion lire; when account is taken of seasonal
factors and the reserves released by the reductions in
the compulsory reserve ratio, the aggregate grew by
8.7 per cent on an annual basis. The growth occurred
in both currency and bank reserves (up by 6.9 and
10.8 per cent, respectively; Table 18). The foreign
sector destroyed 31.1 trillion lire of liquidity and the
Treasury 36.6 trillion, as a consequence of the
increase of around 6 trillion in the balances on its
accounts with the Bank of Italy and the redemption of
more than 30 trillion of government securities in the
Bank’s portfolio. Open market operations created 32
trillion of monetary base (Table 19).

In the first nine months of the year the annualized
rate of growth in M1, calculated on the basis of
three-month average data, was 12.5 per cent, as
against 8.1 per cent in 1997 as a whole. The
narrowly-defined monetary aggregates also grew
rapidly in other European countries, especially in
those where interest rates fell fastest.

The seasonally adjusted and annualized growth in
M2 through September was equal to 8.3 per cent (on
the basis of monthly average data, it was 6.9 per cent).
The sharp increase recorded in the first six months
(13.2 per cent on an annual basis) was followed by a
contraction in the third quarter that brought the

growth since the beginning of the year closer to the
objective set at the end of 1997 (Figure 41).

Table 18
Monetary variables (1)

(percentage changes)

���� ���� ���

-DQ��6HSW�
��� <HDU -DQ��6HSW�

���

0RQHWDU\ EDVH ��� � � � � � � � � � ��� ��� ���
&XUUHQF\ � � � � � � � � � � � � � � � ��� ��� ���
%DQN UHVHUYHV ��� � � � � � � � ���� ���� ����

6KRUW�WHUP EDQN GHSRVLWV � � � ���� ��� ���

0RQH\ VXSSO\ �0��
PRQWKO\ DYHUDJH � � � � � � � � ���� ��� ���
��PRQWK DYHUDJH ��� � � � � � ���� ��� ���

��� &XUUHQF\� EDQN UHVHUYHV DQG PRQHWDU\ EDVH DUH FDOFXODWHG DV DYHUDJHV RI
GDLO\ GDWD LQ WKH PLG�PRQWK WR PLG�PRQWK UHVHUYH PDLQWHQDQFH SHULRG� EDQN GHSRVLWV
DQG WKH PRQH\ VXSSO\ DV DYHUDJHV RI GDLO\ GDWD LQ WKH FDOHQGDU PRQWK� ��
��� 3URYLVLRQDO� �� ��� $QQXDOL]HG DQG VHDVRQDOO\ DGMXVWHG� �� ��� $GMXVWHG IRU FKDQJHV
LQ WKH DYHUDJH FRPSXOVRU\ UHVHUYH UDWLR� �� ��� $YHUDJH IRU WKH WKUHH PRQWKV HQGLQJ
LQ WKH ODVW PRQWK RI WKH UHIHUHQFH SHULRG�

In the first eight months of 1998 the total
financing granted to the non-state sector increased by
5.2 per cent on a seasonally adjusted annual basis, as
against 5.5 per cent in 1997 as a whole (Table 20).
This result reflected the growth of 5.6 per cent in bank
lending (5.4 per cent in 1997 as a whole). Foreign
financing, in the form of loans and bond purchases,
benefited from the stability of the exchange rate of the
lira and increased by 7 per cent. Total credit expanded
by 3.9 per cent, as against 3.6 per cent in 1997 as a
whole.

Figure 41
M2 money supply (1)

(monthly data; billions of lire)
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The behaviour of the money supply

The money supply continued to expand rapidly in the
first six months of 1998 (Figure 1). On the basis of
seasonally adjusted average quarterly data, the M2 money
supply increased at an annual rate of 13.2 per cent,
compared with 9.7 per cent in 1997. The contraction
recorded in the subsequent quarter reduced the overall rise
since the beginning of the year to 8.3 per cent.

Figure 1

Money and liquid assets (1)
(monthly data; 12-month percentage changes)
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(1) For currency in circulation, bank current accounts and M2, monthly averages
of daily data; for liquid assets, end-month data.

Protracted rapid growth in monetary aggregates is a
potential source of inflationary pressure. The gradualness
with which monetary conditions were eased during 1998
is partly ascribable to this concern and contributed to the
slowdown in the money supply in recent months.

The growth in M2 mainly reflected the expansion of
the narrower M1 aggregate, whose annual rate of increase
(calculated on seasonally adjusted quarterly data) peaked
at 18.4 per cent in June, before declining to 12.5 per cent
in September. Among the components included in M2 but
not in M1, short-term CDs contracted by 2.4 per cent in
the twelve months to August, compared with an increase
of 31.9 per cent in the previous twelve months, reflecting
the fading impact of the June 1996 reform of the tax
treatment of bank deposits (see the insert “The behaviour
of bank deposits and the money supply”, in Economic
Bulletin, No. 25, October 1997).

The sharp increase in the most liquid components of
the money supply is partly related to the decline in the
opportunity cost of holding them. The differential between
the average yield on Treasury bills and that on the
components of M2 has narrowed from an average of 4.2
percentage points in 1996 to 3.0 points in 1997 and 2.5
points in the first eight months of this year.

Assuming that the demand function for money has not
changed significantly in recent years, the rapid growth of
M2 in the last two years is only partly explained by the
behaviour of its underlying determinants, i.e. the reduction
in opportunity cost and the moderate rate of increase in
consumption. Econometric analyses of both aggregate and
microeconomic data indicate that the elasticity of M2
demand to interest rates has increased in the last few years.
This would increase the impact of the decline in the
opportunity cost on the demand for money.

Figure 2

Monetary aggregates for the euro area
(monthly data; 12-month percentage changes)
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(2) For Italy, M2; for Germany, M3, whose definition is broadly the same as that
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into the same currency on the basis of purchasing power parities for 1993.

7KH EHKDYLRXU RI WKH PRQHWDU\ DJJUHJDWHV ZDV DOVR
DIIHFWHG E\ FKDQJHV LQ WKH FRPSRVLWLRQ RI WKH ILQDQFLDO
DVVHWV KHOG E\ WKH QRQ�VWDWH VHFWRU� ,Q WKH ILUVW HLJKW PRQWKV
RI ����� LQYHVWPHQW LQ ERQGV DQG LQYHVWPHQW IXQG XQLWV
WRWDOHG DERXW ��� WULOOLRQ OLUH� FRPSDUHG ZLWK D GHFOLQH
RI DERXW �� WULOOLRQ OLUH LQ &'V IRU WHUPV RI PRUH WKDQ
�� PRQWKV DQG QHW VDOHV RI JRYHUQPHQW VHFXULWLHV RI DERXW
��� WULOOLRQ �VHH WDEOH�� $QDO\VLV RI WKH GDWD IRU LQGLYLGXDO
EDQNV VKRZV D FRUUHODWLRQ LQ WKH ODVW WZR \HDUV EHWZHHQ
FKDQJHV LQ WKH DPRXQW RI VHFXULWLHV KHOG E\ KRXVHKROGV

cont.
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and firms and changes in current accounts. In particular,
an increase in current account holdings in a given month
tends to be associated with a decline in government
securities held in custody at banks in the same month and
an increase in holdings of government and private
securities in the subsequent month. The former effect could
reflect the only partial renewal of maturing securities, with
a consequent increase in current account holdings until
reinvestment decisions are made, while the latter may be
due to the need to accumulate liquid funds before acquiring
financial assets. Part of the increase in liquid holdings
could be permanent, reflecting a desire to offset the
increased percentage of investments at medium and long
term.

As in 1997, the behaviour of the broadest financial
aggregates appears consistent with the hypothesis that the
recent growth in the money supply is at least partly
attributable to portfolio shifts: liquid assets have
contracted sharply, while the increase in domestic financial
assets is broadly in line with the rise in nominal GDP.

Other European countries have also recorded a
pronounced increase in the more liquid monetary
aggregates. Based on end-of-period data, the twelve-month
rate of growth in M1 in July was equal to 9.8 per cent

in Italy, compared with 8.2 per cent in the euro area
(Figure 2). The expansion was especially rapid in countries
where the opportunity cost had fallen most. As in Italy,
the composition of portfolios in Spain became polarized
between liquid assets and investment fund units.

In the countries of the euro area, the broadest
harmonized aggregate M3H (which corresponds to M2
in Italy) has expanded less rapidly, increasing at a
twelve-month rate of about 5 per cent in July. The rate
of increase differed among the individual countries, with
the aggregate expanding by 4.1 per cent in Germany, 4.8
per cent in France, 7.3 per cent in Italy and 3.4 per cent
in Spain. However, the divergences in the growth rates
are at least partly attributable to the harmonization
procedure, which brings together the aggregates that play
the most important role in monetary policy in the various
countries despite differences in their definitions. For
example, the German aggregate is virtually identical to
Italy’s M2, while the French and Spanish aggregates
incorporate other components such as marketable
securities and other medium and long-term bank liabilities.
If repos, CDs and bank bonds with a maturity at issue
of two years or less are added to Italy’s M2, the aggregate
is broadly unchanged in 1998.

Financial assets of the non-state sector (1)
(billions of lire and percentage shares)

)ORZV 3HUFHQWDJH FRPSRVLWLRQ
�� PRQWKV HQGLQJ LQ� )URP VWDUW RI \HDU WR�

3HUFHQWDJH FRPSRVLWLRQ
RI VWRFNV ���

$XJXVW ���� $XJXVW ���� $XJXVW ���� $XJXVW ���� $XJXVW ���� $XJXVW ����

/LTXLG DVVHWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �������� ��������� �������� ��������� ���� ����
0� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������ ������ �������� �������� ���� ����
EDQN FXUUHQW DFFRXQWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������ ������ �������� ������� ���� ����
VKRUW�WHUP &'V DQG VDYLQJV GHSRVLWV � � � � � � � � � � � � � � � ������ ������� ������ �������� ��� ���

2WKHU OLTXLG DVVHWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��������� ��������� �������� ��������� ���� ����
7UHDVXU\ ELOOV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �������� ��������� �������� �������� ��� ���
&'V IRU WHUPV RI �� PRQWKV RU PRUH � � � � � � � � � � � � � � � � ��������� �������� �������� �������� ��� ���

0HGLXP DQG ORQJ�WHUP VHFXULWLHV � � � � � � � � � � � � � � � � � � � � � � ������ �������� ������ �������� ���� ����
%RQGV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������� ������ ������ ������ ���� ����
*RYHUQPHQW VHFXULWLHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �������� �������� �������� �������� ���� ����

,QYHVWPHQW IXQG XQLWV ��� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������� ������� ������ ������� ��� ����

2WKHU ILQDQFLDO DVVHWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ����� ����� ����� ����� ��� ���

([WHUQDO ILQDQFLDO DVVHWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ������ ������ ������ ������ ��� ����

7RWDO � � � � � � ������� ������� ������� ������� ����� �����

��� ([FOXGLQJ VKDUHV� 5RXQGLQJ PD\ FDXVH GLVFUHSDQFLHV LQ WRWDOV� 3URYLVLRQDO GDWD IRU ����� �� ��� (QG�RI�SHULRG GDWD� �� ��� ,QFOXGHV WKH VKDUH FRPSRQHQW�
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Table 19

Monetary base: sources and uses
(changes in billions of lire) (1)

���� ���� ���

-DQ��6HSW� <HDU -DQ��6HSW�

6RXUFHV

)RUHLJQ VHFWRU � � � � � � � � � � �  ������ ������ ��������
IRUHLJQ FXUUHQF\ VZDSV � �  ������� ������� ��������

7UHDVXU\ � � � � � � � � � � � � � � � �  �������� �������� ��������

7UHDVXU\ SD\PHQWV DFFRXQW ������� ����� �����

6LQNLQJ IXQG IRU UHGHPSWLRQ
RI JRYHUQPHQW VHFXULWLHV ����� ������� ��������

2WKHU %,�8,& RSHUDWLRQV
ZLWK WKH 7UHDVXU\ ��� � � �������� �������� ��������

2SHQ PDUNHW � � � � � � � � � � � � �  ������ ������ ������

5HSRV ��� � � � � � � � � � � � � � �  ��������  ��������  �������

2XWULJKW 7UHDVXU\ ELOO
RSHUDWLRQV � � � � � � � � � � �  ������ ������ ������

2WKHU RXWULJKW WUDQVDFWLRQV ����� ����� ������

5HILQDQFLQJ � � � � � � � � � � � � �  ����� ��� �������

2WKHU VHFWRUV � � � � � � � � � � � �  ����� ����� �������

7RWDO � � � � � � � � �  ����� ������ ��������

8VHV

&XUUHQF\ � � � � � � � � � � � � � � � �  ����� ����� �������

%DQN UHVHUYHV � � � � � � � � � � �  ����� ����� ��������
FRPSXOVRU\ UHVHUYHV ��� ����� ������ ��������

��� 5RXQGLQJ PD\ FDXVH GLVFUHSDQFLHV LQ WRWDOV� �� ��� 3URYLVLRQDO� �� ��� 1HW
UHGHPSWLRQV RI JRYHUQPHQW VHFXULWLHV LQ WKH %,�8,& SRUWIROLR DQG RWKHU LWHPV �VHH
QRWHV WR 7DEOH D���� �� ��� $W ERRN YDOXH� �� ��� $YHUDJH UHVHUYH UHTXLUHPHQW GXULQJ
WKH PLG�PRQWK WR PLG�PRQWK UHVHUYH PDLQWHQDQFH SHULRG�

The total financial assets of the non-state sector
(excluding shares) grew at an annualized rate of 7.3
per cent in the first eight months of the year, as against
5.5 per cent in 1997 as a whole. The growth in the
domestic component accelerated from 3.1 to 4.7 per
cent. The rapid rise in foreign assets continued with
an increase of 29.9 per cent. Starting from 9.9 per cent
in August 1997, their share of the non-state sector’s
portfolio has risen to 11.9 per cent.

In the first eight months of the year households
and enterprises ran down their portfolio of directly
held government securities by 146.2 trillio n lire,
compared with a reduction of 49.4 trillio n in the
corresponding period in 1997. The contraction in
their holdingsof Treasury billsand credit certificates
was especially large, with the Treasury making net
redemptions of both these securities. The growth in
holdings of bank bonds slowed. Net purchases of
investment fundunitsrecordedanexceptionally large
increase: between January and August they totaled
263.5 trillio n lire, as against 89 trillio n in the
corresponding period in 1997.

Table 20

Credit and financial assets
(percentages; end--of--period data)

*URZWK UDWHV
LQ WKH SHULRG

6KDUH
RI VWRFNV

���� ����
��� ���� ����

���

-DQ��
$XJ�
���

<HDU
-DQ��
$XJ�
���

$XJXVW $XJXVW

7RWDO FUHGLW � � � � � � � � � � � �  ��� ��� ��� ����� �����

)LQDQFH WR WKH QRQ�VWDWH
VHFWRU � � � � � � � � � � � � � � � � �  ��� ��� ��� ���� ����

EDQNV � � � � � � � � � � � � � � �  ���  ���  ���  ����  ����

ERQGV � � � � � � � � � � � � � � � ������  ����� ������  ���  ���

IRUHLJQ ILQDQFH � � � � � � � �  ���  ���  ���  ���  ���

)LQDQFLDO DVVHWV RI WKH
QRQ�VWDWH VHFWRU ��� � � ��� ��� ��� ����� �����

'RPHVWLF � � � � � � � � � � � �  ���  ���  ���  ����  ����

OLTXLG DVVHWV � � � � � � � �  �����  ����� ������  ����  ����
0� ��� � � � � � � � � � � �  ���� ��� ��� ���� ����

PHGLXP DQG ORQJ�WHUP
JRYHUQPHQW VHFXULWLHV ��� ��� ����� ���� ����

LQYHVWPHQW IXQG XQLWV
DQG RWKHU ��� � � � � � � �  ���� ���� ����� ��� ����

)RUHLJQ � � � � � � � � � � � � �  ����  ����  ����  ���  ����

��� 3URYLVLRQDO� �� ��� $QQXDOL]HG DQG VHDVRQDOO\ DGMXVWHG� �� ��� 1HW RI VKDUHV KHOG
GLUHFWO\� �� ��� *URZWK UDWHV DUH FDOFXODWHG IURPPRQWKO\ DYHUDJHV� �� ��� ,QYHVWPHQW IXQG
XQLWV �LQFOXGLQJ WKH HTXLW\ FRPSRQHQW�� QRQ�VWDWH VHFWRU FODLPV RQ EDQNV� VXUHW\
GHSRVLWV RI ILUPV� DW\SLFDO VHFXULWLHV DQG 5HSXEOLF RI ,WDO\ ERQGV KHOG E\ WKH QRQ�VWDWH
VHFWRU�
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Table 21
Banks’ balancesheets: main items (1)

(percentage changes on corresponding period in previous year; billions of lire)

���� ���� ����
���� 6WRFNV���� ���� ����

0DUFK -XQH $XJXVW
6WRFNV

'HFHPEHU ����

$VVHWV

6HFXULWLHV ��� � � � � � � � � � � � � � � � � � � � � � � � � �  �����  ���  ������  ������  �����  �����  �������
JRYHUQPHQW VHFXULWLHV ��� � � � � � � � � � � � � �  ����� ���� ������ ������ ����� ����� �������

/RDQV ��� ��� ��� � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���������
VKRUW�WHUP ��� � � � � � � � � � � � � � � � � � � � � � � �  ��� ��� ��� ��� ��� ��� �������
PHGLXP DQG ORQJ�WHUP ��� � � � � � � � � � � � �  ��� ��� ��� ��� ��� ��� �������

%DG GHEWV � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  �����  ���  ���  ���  �������

([WHUQDO DVVHWV LQ OLUH ��� � � � � � � � � � � � � � � �  ����  ����  ���  ����  ����  ����  �������

([WHUQDO DVVHWV LQ IRUHLJQ FXUUHQF\ ��� ��� ����� ���� ��� ��� ��� ��� �������

/LDELOLWLHV

'RPHVWLF GHSRVLWV DQG ERQGV �DYHUDJHV� ��� ��� ��� ��� ��� ��� ��� ���������
GHSRVLWV � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ��� ��� ����� ����� ����� ����� �������
FXUUHQW DFFRXQWV � � � � � � � � � � � � � � � � � � �  ��� ��� ��� ���� ���� ���� �������
VKRUW�WHUP &'V � � � � � � � � � � � � � � � � � � � �  ������ ���� ���� ���� ��� ����� ������
PHGLXP DQG ORQJ�WHUP &'V ���� ����� ������ ������ ������ ������ �������

ERQGV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����� ���� ���� ���� ���� ���� �������

([WHUQDO OLDELOLWLHV LQ OLUH ��� � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����  �������

([WHUQDO OLDELOLWLHV LQ IRUHLJQ FXUUHQF\ ��� ��� ������ ����� ����� ��� ��� ���� �������

5HSRV ZLWK UHVLGHQW QRQ�EDQNV � � � � � � � � � �  ����  �����  ����  �����  ������  �����  �������

��� 7KH ILJXUHV IRU $XJXVW ���� DUH SURYLVLRQDO� 7KH DGMXVWPHQWV GHVFULEHG LQ QRWHV ��� UHODWH RQO\ WR WKH SHUFHQWDJH FKDQJHV� �� ��� 1HW RI ORDQ FRQYHUVLRQ VHFXULWLHV� ��
��� 7KH IRUHLJQ FXUUHQF\ FRPSRQHQW LV QHW RI H[FKDQJH UDWH DGMXVWPHQWV� �� ��� ,QFOXGLQJ ORDQV FRQYHUWHG LQWR VHFXULWLHV DQG VHWWOHPHQWV RI VWRUDJH DJHQF\ ELOOV� �� ��� $GMXVWHG
IRU WKH HIIHFWV RI WKH WUDQVDFWLRQV LQ -DQXDU\ ���� EHWZHHQ %DQFR GL 1DSROL DQG WKH QRQ�EDQN FRPSDQ\ 6*$� �� ��� 6RXUFH� 8,&� �� ��� )RU GHSRVLWV� PRQWKO\ DYHUDJHV RI GDLO\
GDWD� IRU ERQGV� HQG�RI�SHULRG GDWD� IRU &'V ZLWK D PDWXULW\ RI �� PRQWKV RU PRUH XQWLO ����� DYHUDJH RI HQG�PRQWK GDWD IRU WKH UHIHUHQFH PRQWK DQG WKH SUHYLRXV PRQWK�

Banking

As in the final part of 1997, bank lending has
grown faster than GDP this year, fueled by the fall in
interest rates and easy conditions of credit supply. The
increase in the twelve months ending in August was
5.5 per cent, compared with 5.4 per cent for 1997 as
a whole (Tables 21 and 22). The lira component grew
by 6.2 per cent; the increase of 6.5 per cent in medium
and long-term lira lending mainly involved loans to
industrial firms and consumer households.
Short-term lending rose by 5.7 per cent, with lira
loans to large firms accounting for most of the
growth: loans to customers with total bank

borrowings of more than 50 billion lire each grew by
11.1 per cent in the twelve months ending in June.
Reverse repos with customers increased by 12.9
trillion lire in the first eight months of the year,
whereas they had decreased by 800 billion lire in the
same period in 1997.

Bad debts, including those still on the books of
Sicilcassa in liquidation, increased by 7 per cent in the
twelve months to August, compared with 7.1 per cent
in the corresponding period in 1997. The ratio of bad
debts to total loans rose from 9.4 per cent at the end
of 1997 to 9.7 per cent. The volume of loans newly
marked down as bad debts in the first half of the year
was equal to 1.1 per cent of total loans outstanding at
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Table 22
Bank lending and bad debts by branch of economic activity (1)

(percentages)

(QWHUSULVHV
+RXVHKROGV

*HQHUDO )LQDQFH
DQG LQVXU

1RQ�ILQDQFLDO HQWHUSULVHV
+RXVHKROGV

7RWDO*HQHUDO
JRYHUQ�
PHQW ���

DQG LQVXU�
DQFH FRP�
SDQLHV ���

+ROGLQJ
FRPSDQLHV

,QGXVWU\
H[FOXGLQJ
FRQVWUXF�

WLRQ

&RQVWUXF�
WLRQ 6HUYLFHV &RQVXPHUV 6ROH

WUDGHUV

7RWDO
���

���PRQWK SHUFHQWDJH FKDQJHV LQ OHQGLQJ

���� �� 'HFHPEHU � � ����� ���� ��� ����� ��� ��� ����� ��� ��� ��� ���

���� �� -XQH � � � � � � �  ���  ����  ���  �����  ���  ���  �����  ���  ���  ���  ���

���� �� 'HFHPEHU � � ��� ���� ��� ��� ��� ��� ����� ��� ��� ��� ���

���� �� -XQH � � � � � � �  �����  ���  ���  �����  ���  ���  �����  ���  ���  ���  ���

���PRQWK SHUFHQWDJH FKDQJHV LQ EDG GHEWV

���� �� 'HFHPEHU � � ������ ���� ���� ���� ��� ��� ���� ��� ���� ���� ����

���� �� -XQH ��� � � � �  ������  ������  �����  ���  �����  �����  ���  �����  ����  �����  ���
������ ��� ��� ��� ��� ��� ���� ��� ���� ��� ���

���� �� 'HFHPEHU ��� ������ ������ ����� ������ ����� ����� ����� ����� ���� ����� �����
������ ��� ��� ����� ��� ��� ���� ��� ���� ��� ���

���� �� -XQH ��� � � � �  ������  ����  ���  ������  ���  ���  ���  ���  ����  ���  ���

������ ���� ��� ������ ��� ��� ���� ��� ���� ��� ���

5DWLR RI EDG GHEWV WR WRWDO OHQGLQJ ���
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���� �� -XQH � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����  ����  �����  ����

3HUFHQWDJH FRPSRVLWLRQ RI OHQGLQJ
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���� �� -XQH � � � � � � �  ���  ���  ����  ���  ����  ����  ���  ����  ����  ����  �����

��� 7KH ILJXUHV IRU -XQH ���� ZHUH REWDLQHG E\ UHDJJUHJDWLQJ WKH VXEJURXSV RI WKH GLIIHUHQW VHFWRUV RI HFRQRPLF DFWLYLW\ DFFRUGLQJ WR WKH FODVVLILFDWLRQ FULWHULD LQ IRUFH XQWLO 0D\�
&KDQJHV LQ WKH IRUHLJQ FXUUHQF\ FRPSRQHQW DUH QHW RI H[FKDQJH UDWH DGMXVWPHQWV� �� ��� ,QFOXGHV ORDQV UDLVHG E\ WKH 6WDWH 5DLOZD\V ZLWK WKH FRVWV ERUQH E\ WKH JRYHUQPHQW� DV
HVWDEOLVKHG E\ (XURVWDW� �� ��� 3HUFHQWDJH FKDQJHV LQ OHQGLQJ DUH DGMXVWHG IRU WKH HIIHFWV RI WKH WUDQVDFWLRQV LQ -DQXDU\ ���� EHWZHHQ %DQFR GL 1DSROL DQG WKH QRQ�EDQN FRPSDQ\
6*$� �� ��� 7KH ILJXUHV LQ LWDOLFV DUH WKH SHUFHQWDJH FKDQJHV REWDLQHG DIWHU UHDWWULEXWLQJ WKH EDG GHEWV WUDQVIHUUHG IURP %DQFR GL 1DSROL WR 6*$ DQG WKRVH UHWDLQHG RQ WKH ERRNV RI
6LFLOFDVVD LQ OLTXLGDWLRQ� �� ��� 7KH ILJXUHV LQ LWDOLFV DUH WKH SHUFHQWDJH FKDQJHV REWDLQHG DIWHU UHDWWULEXWLQJ WKH EDG GHEWV UHWDLQHG RQ WKH ERRNV RI 6LFLOFDVVD LQ OLTXLGDWLRQ� �� ��� 7KH
GHQRPLQDWRU LQFOXGHV EDG GHEWV� �� ��� &HQWUDO &UHGLW 5HJLVWHU GDWD�
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the end of December; the slight increase from 1.03 per
cent in the first half of 1997 was partly due to the bad
debts recorded during the liquidation of Sicilcassa.

Bank lending rates have come down in parallel
with money and financial market yields (Figure 42).
The average rate on short-term lira loans was 7.6 per
cent in September, 1.4 percentage points lower than
at the end of 1997. The differential with the 3-month
interbank rate narrowed from 2.9 to 2.6 points.
Interest rates on disbursements of medium and
long-term loans decreased from 7.4 to 6.6 per cent.

The latest data indicate that convergence between
the cost of bank credit in Italy and that in Germany is
now virtually complete. In the second half of 1998 the
arithmetic mean of the rates on individual overdrafts
of between 1 and 5 billion lire was 8.7 per cent (Table
23), around one percentage point higher than the cost
of new current account credit for similar amounts in
Germany. In September the average rate on
short-term lira loans fell by around 0.6 points
compared with the average level in the second
quarter, while the German rate held steady. Two
factors account for the remaining differential of
around half a point. In the first place, the German rates
refer to flows of new credit whereas the Italian rates
refer to the stock of debt, so that the German clients
in the range of credit considered can be presumed to
be larger borrowers than their Italian counterparts on
average and hence able to obtain better terms.
Second, commissions paid by borrowers are included
in the cost of credit in Italy but not in Germany.

The differential with German rates has also
basically closed for medium and long-term corporate
loans. In September the cost of fixed and floating rate
loans in lire, weighted by the amount of credit
granted, was 6 per cent, while the fixed rate on loans
in marks, calculated as the arithmetic mean for
disbursements of between 1 and 10 million marks,
was 5.8 per cent. A wider differential of around 1.5
percentage points was recorded for medium and
long-term loans to households, which in Italy include
both consumer credit and less risky mortgage loans,
whereas in Germany they only refer to the latter.

Italian banks’ funding costs have declined
slightly less than their lending rates during the

year. The average deposit rate came down by 1.3
percentage points, to stand at 2.9 per cent in
September; the rate on current accounts fell by 1
point, to 2.4 per cent. In Germany, therateon current
account depositswas2per cent inSeptember. During
theyear theyieldonfixed-ratebondsissuedby Italian
banks has fallen from 5.1 to 4.2 per cent, 0.3 points
more than offered by German banks on their 4-year
paper.

Figure 42
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Banks’ total borrowed fundsgrew by 2.6per cent
in the twelve months to August, compared with
2.3 per cent in 1997 (Table 21). The short-term
component grew by 7.6per cent asaresult of thelarge
increaseof 12.6 per cent in current account deposits,
stemming from thereduction in theyield differential
between Treasury bills and bank deposits and the
aggressive fund-raising policies pursued by the
banks. Short-term certificates of deposit fell by
9.4 trillio n lire from the start of theyear.

CDs with a maturity of at least 18 months have
continued to contract: at the end of August they
amounted to87.1 trillio n lire, 51.3 trillio n lessthanat
the end of 1997; bond issues offset only part of the
contraction. Total medium and long-term borrowed
funds fell by 10 trillion.
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Table 23

Bank interest rates in Italy and Germany (1)
(percentages)
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DYHUDJH UDWHV DUH FDOFXODWHG DV PHDQV ZHLJKWHG RQ WKH EDVLV RI WKH DPRXQW RI FUHGLW JUDQWHG� )RU *HUPDQ LQWHUHVW UDWHV� WKH VRXUFH LV'HXWFKH %XQGHVEDQN 0RQWKO\ 5HSRUW� &KDSWHU
9,� 6HFWLRQ �� $YHUDJH UDWHV DUH FDOFXODWHG DV XQZHLJKWHG DULWKPHWLF PHDQV RI WKH UDWHV RQ QHZ WUDQVDFWLRQV UHSRUWHG IDOOLQJ EHWZHHQ WKH �WK DQG ��WK SHUFHQWLOHV� �� ��� 8QZHLJKWHG
DULWKPHWLF PHDQ RI WKH UDWHV IDOOLQJ EHWZHHQ WKH �WK DQG ��WK SHUFHQWLOHV RQ LQGLYLGXDO FXUUHQW DFFRXQW RYHUGUDIWV RI EHWZHHQ � DQG � ELOOLRQ OLUH LQ WKH WKUHH PRQWKV HQGLQJ LQ WKH
UHIHUHQFH PRQWK� &HQWUDO &UHGLW 5HJLVWHU GDWD� �� ��� $YHUDJH LQWHUHVW UDWH RQ FXUUHQW DFFRXQW FUHGLW RI EHWZHHQ '0 � PLOOLRQ DQG '0 � PLOOLRQ� �� ��� $YHUDJH LQWHUHVW UDWH RQ ORQJ�WHUP
IL[HG�UDWH ORDQV WR HQWHUSULVHV DQG VHOI�HPSOR\HG ZRUNHUV RI EHWZHHQ '0 � PLOOLRQ DQG '0 �� PLOOLRQ ZLWK DJUHHG PDWXULWLHV RI � \HDUV DQG PRUH �H[FOXGLQJ OHQGLQJ WR WKH KRXVLQJ
VHFWRU�� �� ��� $YHUDJH LQWHUHVW UDWH RQ ���\HDU IL[HG�UDWH PRUWJDJH ORDQV� �� ��� $YHUDJH LQWHUHVW UDWH RQ ��\HDU IL[HG UDWH PRUWJDJH ORDQV� �� ��� $YHUDJH LQWHUHVW UDWH RQ KLJK�\LHOG
VLJKW GHSRVLWV� �� ��� $YHUDJH LQWHUHVW UDWH RQ ��PRQWK GHSRVLWV RI EHWZHHQ '0 ������� DQG '0 � PLOOLRQ� �� ��� $YHUDJH LQWHUHVW UDWH RQ IL[HG�UDWH LVVXHV� �� ��� $YHUDJH LQWHUHVW
UDWH RQ LVVXHV RI ��\HDU IL[HG�UDWH EDQN VDYLQJV ERQGV�

Banks have sustained faster growth in lending
than in fund-raising without running down their
securities portfolios, in contrast with what happened
in 1997. In the first half of the year they increased
their foreign currency borrowing abroad, to take
advantage of the favourable yields in lire;
subsequently, they exploited the release of
compulsory reserves.

Banks’ net foreign liabilities increased by 2
trillio n lire net of exchange rate adjustments in the
first eight months of the year, whereas they had
decreased by 6.1 trillio n in the same period in 1997.
In the lira component, the growth in assets (25.7
trillion) far outstripped that in liabilities(4.2 trillion).
In the foreign currency component, the opposite
occurred, as the strong growth in fund-raising,
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Revision of supervisory rules on country risk

New analytical rules for the prudential treatment of
Italian banks’ loans to borrowers subject to country risk
were introduced in 1993. They were applied to countries
not belonging to the OECD. In 1997 the rules were
extended to OECD countries having restructured their
foreign debt within five years. Those having signed a
General Arrangement to Borrow with the IMF remained
exempt.

The rules in effect until June 1998 provided that
countries with more than 10 billion lire in debt to Italy were
subject to three adjustment coefficients (15, 30 and 40 per
cent) for increasing risk classes, to be applied to
unguaranteed exposures in order to calculate the amount
to be deducted from capital and reserves. Credits with
other countries were subject to a single coefficient of 30
per cent. Given their lower risk, all trade credits were
weighted at 30 per cent of their face value in determining
the aggregate exposure.

The riskiness of each country was assessed every six
months using a classification method agreed to within the
Italian Bankers’ Association by the most highly exposed
banks, with the cooperation of the Bank of Italy. The risk
class of each country was determined by a score for a set
of variables, grouped into four categories: market
indicators (credit rating, spread and market access),
macroeconomic indicators (debt service ratio, i.e. debt
service payments including principal as a ratio to exports,
foreign debt/GDP and foreign debt/exports), conduct
indicators (moratoria, missed payments, debt
restructurings), and exceptional factors not ordinarily
reflected in the quantitative data.

Experience in applying the rules and intervening
changes in the structure and functioning of the
international financial markets necessitated a review of
the method for calculating these prudential adjustments to
supervisory capital. In view of the growing importance of
portfolio investment in the emerging countries and the
degree of liquidity and volatility of these assets, the weight
of the market indicators in assigning the overall risk class
had to be increased, because they reflect individual
country risk more promptly than macroeconomic
indicators, which change more slowly and which
international statistics pick up with a lag.

The method that goes into effect in December assigns
greater importance to two factors: the ratings of the main
international agencies, in the absence of which the
assessment of the Italian Export Credit Insurance
Agency is used; and the yield spread between a medium

or long-term government bond and US Treasury paper o
fequivalent maturity. A new variable has been added to the
macroeconomic indicators, namely the ratio of official
reserves to imports, which reflects a country’s ability to
cope with a sudden decline in exports.

Among the conduct indicators, greater importance is
now attached to debt moratoria as symptoms of grave
difficulties. However, the score assigned to a moratorium
is reduced if the country restructures its debt.

Finally, more emphasis has been put on exceptional
factors, which include, in addition to extraordinary events
not fully reflected by the other indicators, considerations
on the country’s institutional arrangements.

To capture country risk more accurately, the number
of risk classes has been increased from three to six, with
adjustment coefficients ranging from 15 to 60 per cent.
Thanks tomore favourable treatmentunder thenewincome
tax code, the funds set aside on this head enjoy partial tax
deductibility.

The new method applies to countries to which the
Italian banking system has an exposure of more than 25
billion lire, reducing the number of countries covered from
over eighty to about fifty, which account for more than 95
per cent of the system’s overall foreign exposure. All are
present in international financial markets, which is
indispensable for evaluation that employs market
indicators. For the other countries the banks apply a flat
30 per cent coefficient to unguaranteed credits;
alternatively, however, they may opt definitively to apply
the coefficient resulting from the new method of
calculation.

Examination of the conduct of most of the countries
involved indebtcrisesconfirmsthe lowriskof tradecredits,
i.e. credits with maturity of less than 18 months explicitly
connected with an import-export transaction and to be
repaid out of its proceeds. Accordingly, the value of trade
credits forpurposesof capital adjustmenthasbeen lowered
from 30 to 15 per cent. Account is now taken of hedging via
forward or credit derivative contracts with residents in
countries at risk. Finally, the rules defining the guarantees
that can exempt credits from subjection to the country risk
requirements have been revised, bringing them into line
with the EU-harmonized rules on solvency coefficients.

In order to graduate the impact of the new procedure
on the banking system, for the first two assessments the
banks are only required to diminish their own funds by 70
per cent of the amount of the adjustment resulting from the
new calculation method.
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especially in the first quarter, brought an increase of
23.5 trillion in net liabilities.

The banks’ aggregate securities portfolio
expanded by 2.7 trillio n lire through August,
compared with a contraction of 29.1 trillio n in the
same period in 1997. There was a shift in the
composition of theportfolio in favour of bank bonds
and short-term securities, especially Treasury bills
(Tablea40).

Banks’ net interest income in the first half
amounted to 29.3 trillio n lire, down slightly from
30.2 trillio n in the same period a year earlier. The
exceptional growth in incomefromsecuritiestrading
and asset management services led to gross income
increasingby around6trillio ncomparedwiththefirst
half of 1997, from3.49to3.77per cent of total assets.
Staff costs decreased by 1 trillion, or 5.4 per cent
compared with the first half of 1997, but thisdecline
is attributable to the accounting effects connected
with the entry into force of the regional tax on
productive activities, which eliminated National
Health Service contributions. Adjusting for this
factor, staff costs remained unchanged in absolute
terms but fell from 43 per cent of gross income in
1997 to38per cent thanksto thesurgeinnon-interest
income.Valueadjustmentstobalancesheet assetsfell
from 9.4 trillio n lire in the first half of 1997 to
6.9 trillio n in thefirst of thisyear despitean increase
of 240 billion in write-downs for country risk, the
supervisory rules for which were recently changed
with effect from December 1998. Profits after tax
amounted to 8 per cent of capital and reserves,
compared with 1 per cent in the first half of 1997.

The securities market and the Eurolira market

In the first nine months of the year the Treasury
continued its policy of lengthening the average
residual maturity of thepublic debt, which increased
from 54 to 58 months (Figure 43); that of listed
securitiesalone rose from 39 to 43 months.

Net issues of government securities totaled
66.8 trillio n lire through September (Table 24). The
increase with respect to the 36.9 trillio n of the same
period in 1997 was largely due to the contraction in

theshareof theborrowingrequirement financedwith
loans and postal funds. Net issues of 24-month
zero-coupon Treasury credit certificates amounted
to 42.5 trillion; those of Treasury bonds, totaling
125.6 trillion, were concentrated on the longer
maturities(10and30years).For Treasury bills, credit
certificates and 18-month zero-coupon certificates,
net issues were negative. The Treasury’s net fund-
raising in international markets decreased by 600
billion lire, whereas it had increased by 8 trillio n in
thesame period in 1997.

Figure 43
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Institutional investors’ demand for government
securities was very strong, with pronounced dif-
ferencesin thecompositionof thepurchasesmadeby
Italian investorsand non-residents. In thefirst half of
the year Italian investment funds’ net purchases
amounted to 99.6 trillio n lire, two thirds (62 trillion)
of which wererepresented by Treasury bonds. In the
same period non-resident investors’ net purchases
totaled 121.6 trillion, compared with 80.8 trillion
a year earlier, the greater part of which consisted
of Treasury bills and credit certificates (35.5 and
37 trillio n lire respectively). At the end of June
non-resident investorsheld31.4per cent of theItalian
government securities in circulation, compared with
25 per cent at theend of 1997 (Table25).

In thefirst six monthsof theyear, bankssold 2.2
trillio n lireof government securities. Other investors
(primarily households and non-financial firms) sold
directly held government securities amounting to
153.6 trillio n lire, including 67.2 trillio n of Treasury
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Table 24

Issues of government securities and composition of stocks (1)
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7RWDO � � � � �  ������� ��������� ��������� ������� ������� �������

1HW LVVXHV
�ELOOLRQV RI OLUH�

%27V � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������  �������  ��������  ��������  ��������  ��������
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%73V � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  ������  ������  �������

&72V DQG RWKHU OLUD VHFXULWLHV � � � � � � � �  �������  �������  �������  ��������  ��������  ��������

&7(V DQG %7(V � � � � � � � � � � � � � � � � � � � �  �������  �������  �������  �������  �������  �������

5HSXEOLF RI ,WDO\ LVVXHV � � � � � � � � � � � � � �  ������  ������  ������  �����  �����  �����

7RWDO � � � � �  ������� ������� ������� ������ ������ ������

6WRFNV ���
�SHUFHQWDJH FRPSRVLWLRQ DW HQG RI SHULRG�

%27V � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����
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&&7V ��� � � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����

%73V � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����

&72V DQG RWKHU OLUD VHFXULWLHV � � � � � � � �  ���  ���  ���  ���  ���  ���

&7(V DQG %7(V � � � � � � � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���

5HSXEOLF RI ,WDO\ LVVXHV � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���

7RWDO � � � � �  ����� ����� ����� ����� ����� �����

0HPRUDQGXP LWHP�

7RWDO VWRFN LQ ELOOLRQV RI OLUH � � � � � � � �  ��������� ��������� ��������� ��������� ��������� ���������

��� 5RXQGLQJ PD\ FDXVH GLVFUHSDQFLHV LQ WRWDOV� �� ��� )DFH YDOXHV� �� ��� )ORDWLQJ UDWH LVVXHV RQO\�
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Table 25
Stocks and net purchases of securities (1)

*RYHUQPHQW VHFXULWLHV
&RUSRUDWH

7RWDO
JRYHUQPHQW
VHFXULWLHV ,WDOLDQ OLVWHG

%27V &7=V &&7V %73V 2WKHU ��� 7RWDO

&RUSRUDWH
ERQGV

J
VHFXULWLHV
DQG FRUSR�
UDWH ERQGV

,WDOLDQ OLVWHG
VKDUHV

6WRFNV
�ELOOLRQV RI OLUH�

-XQH ����
%,�8,& � � � � � � � � � � � � � � � � � � �  �����  ���  �����  ������  ������  �������  ���  �������  �����
%DQNV � � � � � � � � � � � � � � � � � � �  ������  ������  �������  ������  �����  �������  ������  �������  �����
,QYHVWPHQW IXQGV � � � � � � � � � �  ������  ������  ������  �������  �����  �������  �����  �������  ������
1RQ�UHVLGHQWV ��� � � � � � � � � �  ������  ������  �������  �������  �������  �������  � � � �  �������  �������
2WKHU ��� � � � � � � � � � � � � � � � � �  �������  ������  �������  �������  ������  ������� ������� ���������  �������

7RWDO � � �  ������� ������� ������� ������� ������� ��������� ������� ��������� �������

�SHUFHQWDJH VKDUHV�

%,�8,& � � � � � � � � � � � � � � � � � � �  ���  ���  ���  ���  ����  ���  ���  ���  ���
%DQNV � � � � � � � � � � � � � � � � � � �  ����  ����  ����  ����  ���  ����  ����  ����  ���
,QYHVWPHQW IXQGV � � � � � � � � � �  ����  ����  ����  ����  ���  ����  ���  ����  ���
1RQ�UHVLGHQWV ��� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ���  ����  ����
2WKHU ��� � � � � � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����  ����

7RWDO � � �  ����� ����� ����� ����� ����� ����� ����� ����� �����

1HW SXUFKDVHV
�ELOOLRQV RI OLUH�

-DQXDU\�-XQH ����
%,�8,& � � � � � � � � � � � � � � � � � � �  �������  ���  �����  ��������  �����  ��������  ����  ��������  �����
%DQNV � � � � � � � � � � � � � � � � � � �  �����  �����  ��������  �����  �������  �������  ������  �����  �����
,QYHVWPHQW IXQGV � � � � � � � � � �  ������  �����  ������  ������  �����  ������  �����  �������  ������
1RQ�UHVLGHQWV ��� � � � � � � � � �  ������  ������  ������  ������  �����  �������  � � � �  �������  �����
2WKHU ��� � � � � � � � � � � � � � � � � �  ��������  ��������  ��������  �����  ��������  ���������  ������  ���������  ��������

7RWDO � � �  �������� ������ �������� ������ �������� ������ ������ ������ �����

��� 6WRFNV RI JRYHUQPHQW VHFXULWLHV DQG FRUSRUDWH ERQGV DUH VWDWHG DW IDFH YDOXH� ZKLOH WKRVH RI VKDUHV DUH VWDWHG DW PDUNHW YDOXH� QHW SXUFKDVHV DUH VWDWHG DW PDUNHW
YDOXH� �� ��� ,QFOXGHV 5HSXEOLF RI ,WDO\ LVVXHV� ZKRVH DWWULEXWLRQ LV SDUWO\ HVWLPDWHG� �� ��� )RU &7=V� SDUWO\ HVWLPDWHG� &&7V LQFOXGH DOO 7UHDVXU\ FUHGLW FHUWLILFDWHV� �� ��� +RXVHKROGV�
HQWHUSULVHV� WKH 7UHDVXU\� VRFLDO VHFXULW\ LQVWLWXWLRQV� WKH 'HSRVLWV DQG /RDQV )XQG� VHFXULWLHV LQYHVWPHQW ILUPV DQG LQVXUDQFH FRPSDQLHV� WKH ILJXUHV IRU VKDUHV DUH SDUWO\ HVWLPDWHG�

bills and 51.2 trillion of Treasury credit certificates.
The average maturity of the household sector’s
portfolio lengthened further.

Eurolira market issues were 12.6 per cent lower
in the first nine months of 1998 than a year earlier,
owing primarily to thedeclinefrom 16.2 to 9 trillion
lire in thevolumeof issuesplaced in thecountriesof
the euro area.

Theyield on 10-year BTPsfell from 5.6 per cent
at the start of the year to 4.5 per cent at the end of

October, in line with the fall in interest rates in the
leading countries. Theyield differential with respect
to 10-year Bunds diminished in the early part of
the year and then stabilized around 0.3 percentage
points from April onwards. It widened temporarily
in August and September, reaching a maximum of
0.57 points, and averaged 0.47 points in September
(Figure 44). The increase in the spread over Bunds,
whichwasalsorecordedby thegovernment securities
of the other main European countries, was a
consequence of the turbulence in international
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markets; another factor was the rise in the price of the
German security, demand for which surged in the spot
market, partly as a result of the exceptional growth in
trading in the futures contract. The differential
returned to around 0.3 points during October.

Figure 44

BTP and Bund yields: levels and differentials
(percentages and percentage points)

Differentials

19981997
0

1

2

3

0

1

2

3
5-year benchmark
10-year benchmark
30-year benchmark
10-year swaps

3.5

5.5

7.5

9.5

3.5

5.5

7.5

9.5

BTPs 

Bunds

10-year benchmark rates

Sources: Reuters for the swap rates; BIS for the 10-year benchmark rates;
Datastream for the 5 and 30-year benchmark rates.

Figure 45

Implied volatility of BTPs
and Bunds listed on LIFFE (1)

(percentage points on an annual basis)
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(1) Standard deviation of the probability distribution of the percentage changes in the
price of 10-year futures, implied by the price of the at-the-money option closest to expiry.
The trend lines were generated by applying the Hodrick-Prescott filter.

In the first seven months of the year the expected
volatility of the yield on 10-year BTPs was very
low and in line with that for Bunds; from August
onwards the uncertainty generated by international
financial turbulence caused a general rise in volatility,

which was more pronounced in the case of Bunds
(Figure 45).

Turnover in 10-year BTPs in the spot and futures
markets has been considerably lower than in 1997,
partly owing to the smaller and stable differential
between long-term Italian and German rates. Spot
turnover in Treasury bonds in the screen-based
market in government securities (MTS) was 32 per
cent lower in the first nine months than in the same
period in 1997 (Figure 46). The fall in turnover in the
futures contract amounted to 55 per cent on LIFFE
and 50 per cent on MIF. The transfer of trading
in Bund futures to the Eurex circuit, where more
than 90 per cent of trades were already carried out
at the end of August, may have contributed to the
contraction on LIFFE.

Figure 46

Turnover in government securities
in the spot and futures markets

(average daily turnover in billions of lire)
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(1) Turnover in futures contracts on 10-year BTPs. Right-hand scale. - (2) Turnover
in futures contracts on 5 and 10-year BTPs. Right-hand scale.

The volume of trading in 3-month Eurolira
futures on LIFFE was 2 per cent higher in the first
nine months of the year than in the same period
in 1997.

The share market and professional asset
management

Following their rise in 1997, Italian share prices
continued to surge in the first few months of 1998 on
expectations of a strong, prolonged economic
expansion and a reduction in the risk premium on
equities. In March the expected earnings/price ratio
and dividend yield stood at very low levels of
respectively 3.2 and 1.2 per cent (Figure 47).
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Figure 47

Expected earnings/price ratios and dividend/price
ratios on the main international stock exchanges (1)

(percentages)
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(1) For France, Germany and Italy, earnings and dividends for 1998 are estimates;

for Japan, the United Kingdom and the United States, they are aggregates based on the
most recent half-yearly financial statements.

After slumping in April, Italian share prices
rebounded in July, in step with the leading
international markets, and approached the peak they
had reached in March (Figure 48); total stock market
capitalization reached the historic high of 45 per cent
of GDP, compared with 30.7 per cent at the end of
1997 and 20.6 per cent at the end of 1996.
Subsequently, the slowdown in economic activity and
renewed perception of the riskiness of shares in the
light of the increasing instability in the international
markets caused prices to fall on all the leading
exchanges. Prices also fell sharply in Italy: the index
fell by 27 per cent between mid-July and the end of
September. The expected earnings/price ratio rose to
4.9 per cent, slightly above that of the US stock
market (4.3 per cent) but lower than those of the
German, UK and French markets (5.2, 5.7 and 6.5 per
cent, respectively).

Notwithstanding the adverse developments of
recent months, in mid-October the share price index
showed a gain of 14.6 per cent from the start of the
year, more than the average for the countries of the
euro area (10.5 per cent) and outperforming the US,

UK and Japanese stock markets, which were up by
13.6 per cent and down by 2.6 and 12.9 per cent,
respectively. Bank and insurance shares recorded the
largest gains (33 and 22 per cent, respectively), while
manufacturing shares remained unchanged overall.
The rise in prices and the listing of new bank shares
resulted in such shares rising from 15 per cent of total
market capitalization at the end of 1996 to 25 per cent
in September 1998. Over the same period industrial
shares’ proportion of total capitalization diminished
from 34 to 26 per cent.

Despite thedeepening of thespot market and the
growth of the derivatives market, the volatility of
share prices on the Italian exchange was almost
constantly higher than elsewhere. In the first nine
months of the year expected volatility, implied by
the price of stock index options, averaged 33 per
cent on an annual basis (Figure 48), compared with
an average of 25 per cent for the five leading
international exchanges; ex post volatility amounted
to 26 per cent, compared with an average of 19 per
cent for the other leading exchanges.

Figure 48

Italian stock exchange: spot and futures markets
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Average daily turnover through September rose
almost threefold from a year earlier, rising from 1.2
to3.4trillio nlire; total turnover rosefrom49to82per
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cent of market capitalization. In the derivatives
market, average daily turnover rose from 3.4 to 7.6
trillion lire for Fib30 futures contracts on the Mib30
index and from 800 billion to 2.2 trillion for Mib30
index options.

New share issues in the first nine months
increased substantially to around 48 trillion lire,
compared with 11.9 trillion a year earlier, and from
3 to 6 per cent of stock market capitalization. Issues
by listed companies accounted for around a quarter
of the total and 17 flotations made up the rest. Public
offerings amounted to 18 trillion, of which 12 trillion
from the sale of the fourth tranche of ENI shares by
the Treasury.

The demand for equities was very brisk,
particularly on the part of Italian investment funds
and foreign investors, whose purchases in the first
half of the year amounted to 18 and 9.5 trillion lire
respectively (compared with 6.4 and 13.4 trillion in
1997 as a whole). In June the shares held by invest-
ment funds and foreign investors rose to respectively
8.7 and 17.1 per cent of total market capitalization.

Under the measure that provided for the stock
market to be managed by a private company, Borsa
Italiana S.p.A. became operational at the beginning of

1998; the company’ssharesareheldmainly by Italian
banksand affiliated financial intermediaries. In May
Borsa Italiana S.p.A. purchased MIF.

In the first ninemonthsof theyear thenet assets
of Italian investment funds rose from 368.4 to
646.7 trillio n lire. Theexpansion largely reflectednet
fund-raising of 275 trillion, compared with 100.9
trillio n in the same period in 1997. The most active
segmentswerebondfunds,whichaccountedfor more
than two thirds of the total inflow, and funds
specializing in foreign securities. In addition to
government securities, investment funds’ net
purchases included 109 trillio n lire of securities
denominated in foreigncurrency (of which36trillion
of equities) and 16.7 trillio n of Italian shares. In July
Italian shares represented 14 per cent of the
investment funds’ aggregate portfolio; at the end of
September this figurehad fallen to 11 per cent.

Portfolio management services recorded a net
inflow of 91 trillio n in the first half of theyear; most
of these fresh resources were used to buy foreign
securitiesand investment fundunits, whichrosefrom
18 to 33 per cent of the total assets under man-
agement. Assetsunder management increased by 30
per cent between theendof 1997and theendof June,
when they amounted to 489 trillio n lire.
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Short-term economic prospects, prices and monetary policy

The international situation

The outlook for the world economy has
deteriorated sharply and rapidly in the second half of
1998. The recession in Japan has deepened, despite
budget measures aimed at sustaining demand; the
economy is in a state of deflation. Far from
attenuating, the crisis that afflicted the Asian
countries last year has spread to other areas of the
world, combining with a decline in raw materials
prices and a pronounced general fall in share prices
from the extremely high levels they had reached.

The fall in oil prices to a level that was close, in
real terms, to that of 1974 and the financial instability
triggered by the Asian crisis engulfed Russia during
a particularly difficult phase in the economic and
institutional transition that began with the dissolution
of the Soviet Union; the international credit rating of
many other emerging economies also deteriorated
abruptly. The contraction in output in the East Asian
countries hardest hit by the crisis has been much more
severe than had originally been predicted. In China
growth has lost momentum. In some large Latin
American economies, made vulnerable by their
massive foreign debt, a climate of severe uncertainty
is drastically reducing growth.

The fall in share prices and the financial crisis in
emerging countries has had adverse effects on the
balance sheets of some banking institutions in
industrial countries; heavy losses have been sustained
by hedge funds with the greatest exposure to
emerging markets. A huge volume of funds has
sought refuge in long-term government securities
issued by the leading industrial countries, especially
German and US bonds, the nominal yields on which
have declined further.

In the emerging markets the sudden increase in
risk perceived by international creditors caused
yields on dollar-denominated government bonds to

soar in a matter of days to levels close to those reached
during the Mexican crisis in 1995, when the rise had
been much more gradual. After the Russian crisis,
the seeds of recession and financial instability
contributed to a sudden, pronounced and general
deterioration in market expectations.

In the industrial countries inflation has declined
further to rates below those observed in the sixties in
response to the weakening of world demand and the
fall in international commodity prices.

In the United States growth remained very brisk
in the first few months of the year; in the second
quarter exports declined and investment slackened.
Consumer and business confidence deteriorated in
the summer; industrial output began to slow down.
The monetary authorities adjusted their policy stance
from the end of September onwards; in two stages
they lowered the federal funds target rate from 5.5 to
5 per cent and the discount rate from 5 to 4.75 per cent,
thereby revealing fears of a sharp slowdown in
growth.

The currencies of the euro-area countries have
displayed a notable degree of cohesion, even during
times of market turbulence, reflecting confidence
in a smooth launch of the single currency; in
combination with the cautious stance of monetary
policy, this has benefited mainly the countries which
in the past had been most exposed to exchange rate
pressures, including Italy. The central banks of
Germany and France have kept their reference
interest rates unchanged. Futures on short-term ecu
interest rates indicate expectations that rates will be
slightly below 3.5 per cent when the euro is launched,
implying that interest rates in the area will decline to
the levels now prevailing in Germany and France.
The markets show expectations of small reductions in
subsequent months.

In the leading countries of the euro area as well,
the indicators point to a slowdown in activity in the
second half of the year, especially as regards export
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Table 26
Actual and forecast performance of selected

international macroeconomic variables
(percentage changes on previous year)

���� ����

���� ,0)
&RQVHQVXV ,0) &RQVHQVXV

�D� �E�
&RQVHQVXV ,0)
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*'3 ���

:RUOG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ��� �� ��� ��

,QGXVWULDO FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ��� �� ��� ��
8QLWHG 6WDWHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ��� ��� ��� ���
-DSDQ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ����� � � ����� ��� �����
(XUR �� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� �� ��� ��� ���

'HYHORSLQJ FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ��� �� ��� ��
$6($1�� ��� � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ������ ����� ����� ����� �����
&KLQD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��� ��� ��� ��� �� ���
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demand and investment. If the slowdown intensifies,
it will further subdue the prospects for employment
and make it more difficult to reduce budget deficits
along the lines set out in the Stability and Growth
Pact.

Serious uncertainties hang over the forecasts for
the world economy in 1999, especially with regard to
the future course of the financial crisis and its impact
on world demand, which is already slowing sharply.
The IMF forecast is based on the assumption of a halt
in the fall in output in Japan, a gradual recovery in
Asia and a return to orderly conditions in the financial
markets of Latin America; however, world output is
expected to increase by barely 2.5 per cent and world
trade by 4.6 per cent (Table 26). The growth in GDP
in the industrial countries as a whole is not expected
to exceed 2 per cent; the greatest contribution to
growth is likely to come from the euro area. There
remains a risk that actual results will fall short of these
forecasts, perhaps to the point of stagnation.

In October the Group of Seven and the IMF
acknowledged the seriousness of the crisis and
indicated the need to stimulate demand in Japan and
sustain growth in the United States and Europe. The
US authorities moved swiftly and pragmatically in
that direction by giving an expansionary twist to
monetary policy, which had the effect of bringing US
real interest rates closer to those obtaining in Europe.
Net of risk premiums, the cost of money is clearly
declining worldwide. In Japan a massive rescue
programme for the banking system has been passed.
The US Congress has approved an increase in the
country’s contribution to the capital of the IMF,
encouraging other countries to follow suit; this will
make it possible to strengthen the Fund’s resources
significantly. In the middle of October Brazil reached
agreement with the IMF on an economic adjustment
programme for which the international community
has pledged financial support.

Economic developments and fiscal policy in Italy

The discrepancy between the initial expectations
for growth in 1998 and the results that now seem
likely on the basis of developments in the course of

the year is greater in Italy than in the other European
countries. Italy’s growth gap with respect to the
euro-area countries has widened.

Industrial production declined until April; in May
it rose again and since then has hovered at a level
below that reached at the end of 1997. Firms’ demand
expectations remain generally weak. In the first half
of the year GDP grew only marginally in relation
to the previous half-year. There was modest growth
in household consumption. Gross fixed capital
formation, which increased quite briskly at the
beginning of the year, slowed in the spring as the
economic prospects darkened and expectations
deteriorated. Following the considerable expansion
of 1997, export growth decelerated, reflecting the
slowdown in world demand and the greater
competitiveness of the countries of Asia. Imports,
which were boosted partly by the stockpiling of raw
materials due to the decline in commodity prices,
slowed down less sharply. Owing in part to a
pronounced widening of the deficit on invisibles, the
surplus on the current account of the balance of
payments fell in the first half of the year but remained
substantial, at 18 trillion lire, compared with 26.4
trillion in the same period of 1997.

On a seasonally adjusted basis, average employ-
ment during the first seven months was 80,000
higher than the 1997 average, a rise of 0.4 per cent,
thanks to increases in the services sector, in female
employment and in the South. A significant
proportion of the new jobs are part-time. As the
supply of labour also increased, the unemployment
rate rose to 11.9 per cent; the rate rose from 21.9 to
22.5 per cent in the South and remained unchanged at
6.9 per cent in the Centre and North.

In view of these developments, the Forecasting
and Planning Report presented at the end of
September by the Minister of the Treasury, the
Budget and Economic Planning, revised the 1998
growth forecast down to 1.8 per cent, compared with
the figure of 2.5 per cent contained in last spring’s
Economic and Financial Planning Document (Table
27). The new forecast assumes a sharp acceleration in
the second half of the year. In the light of the latest
available data, the downward revision could prove
insufficient. It takes account of the slowdown in
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world demand and the deterioration in Italian
competitiveness on the one hand and the slowdown in
domestic demand on the other. It seems likely that
the growth in domestic demand will diminish
considerably by comparison with 1997, despite a
pickup in investment in machinery and equipment.

Table 27

Forecast outturns and planning scenario
for the Italian economy

���� ����
���

����
���

�SHUFHQWDJH FKDQJHV�
5HDO DJJUHJDWHV

*URVV GRPHVWLF SURGXFW � � � � � � � ��� ��� ���
'RPHVWLF GHPDQG � � � � � � � � � � � � ��� ��� ���
,PSRUWV ��� � � � � � � � � � � � � � � � � � � ���� ��� ���
([SRUWV ��� � � � � � � � � � � � � � � � � � � ��� ��� ���

'HIODWRUV

*URVV GRPHVWLF SURGXFW � � � � � � � ��� ��� ���
3ULYDWH FRQVXPSWLRQ � � � � � � � � � � ��� ��� ���
,PSRUWV ��� � � � � � � � � � � � � � � � � � � ����� ����� ���
([SRUWV ��� � � � � � � � � � � � � � � � � � � ����� ��� ���

�SHUFHQWDJH UDWLRV�
%DODQFH�*'3

*HQHUDO JRYHUQPHQW QHW
ERUURZLQJ � � � � � � � � � � � � � � � � � ��� ��� ���

%DODQFH�RI�SD\PHQWV VXUSOXV
RQ FXUUHQW DFFRXQW � � � � � � � � � ��� ��� ���

��� (VWLPDWHV DQG IRUHFDVWV FRQWDLQHG LQ /·HFRQRPLD LWDOLDQD QHO ����� UHOD]LRQH
SUHYLVLRQDOH H SURJUDPPDWLFD� �� ��� 1DWLRQDO DFFRXQWV GDWD�

The marked improvement in the terms of trade
owing to the fall in world commodity prices should
sustain the balance-of-payments surplus on current
account, which is likely to decline only marginally in
relation to GDP.

Labour market conditions are not expected to
change significantly, with average employment
showing a very modest increase in 1998 as a whole.

The performance of the public finances over the
first three quarters of the year appears to be consistent
with the objective of holding net borrowing down to
2.6 per cent of GDP, compared with 2.7 per cent in

1997. In contrast to previous years, no supplementary
budgetary measures have been enacted this year. The
primary surplus should decline from 6.8 to 5.5 per
cent of GDP, the decrease being fully offset by a
further fall in interest expenditure. The contribution
of temporary measures to curbing the deficit is less
than in 1997, although still not inconsiderable.

By comparison with the assumptions underlying
the Government’s planning, the reduction in the
forecast increase in tax revenue as a result of
slower-than-expected growth in economic activity
appears to have been offset by a shift in consumer
spending towards durable goods, which are subject to
higher indirect taxes, and by the efficacy of the recent
far-reaching reform of the tax system. Given the
slower growth in output, the reduction in the ratio of
tax to GDP is expected to be slightly less than planned
(1.3 per cent of GDP). The reduction stems from the
expiry of some temporary measures and the effect of
lower interest rates on the revenue from taxes on
financial income.

The ratio of primary expenditure to GDP is
expected to increase by more than forecast, despite
lower disbursements in 1998 as a result of switching
the payment of pensions from a two-monthly to a
monthly basis.

The prospects for 1999 depend heavily on
developments in the world economic environment.
Within the framework of the IMF’s forecasting
scenario mentioned above, which assumes that the
current risks will attenuate, the Italian economy could
find itself on a growth path of about 2 per cent.
Employment is expected to continue to stagnate.

The budget measures for 1999 to which the new
Government has committed itself dovetail with the
policy for the gradual reduction in net borrowing as
outlined in the Economic and Financial Planning
Document for the three years from 1999 to 2001; in
keeping with the commitments entered into at the
European level, this policy should lead to a balanced
budget in the medium term. General government net
borrowing should fall to 2 per cent of GDP in 1999.
The expected fall in interest expenditure should make
it possible to achieve this objective by keeping the
primary surplus at the level planned for this year
(5.5 per cent of GDP).
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The budget for 1999

The Economic and Financial Planning Document
published in April set an objective of 43.6 trillion lire for
general government net borrowing in 1999, compared with
51.6 trillion on a current programmes basis. An adjustment
of 13.5 trillion would have allowed a reduction of 8 trillion
in net borrowing and left 5.5 trillion for economic
development policies. During the preparation of the
budget an additional 1.2 trillion was allocated to social
policies without changing the objective for net borrowing,
thereby increasing the adjustment measures required to
14.7 trillion. This figure excludes around 1.8 trillion of
allocations to social and development policies completely
covered by other measures increasing revenue or reducing
expenditure. When these items are included, the additional
resources for social and development policies are equal to
8.5 trillion.

Taken together, the budget on a current programmes
basis, the first 1998 budget variation, the Finance Bill and
the bill with the accompanying measures provide for a net
increase in revenue of around 2.8 trillion lire and a net
reduction in expenditure of around 5.2 trillion.

Revenue

Increase in revenue - Most of the additional revenue
comes from the sale to banks and financial intermediaries
of social security contributions due to INPS (5.3 trillion).
The aim of the sales, which will be governed by similar
rules to those applicable to the factoring of services, is to
permit the immediate receipt of revenue.

The introduction of a payment on account of the licence
fees payable by telecommunications companies is expected
to generate 1 trillion of additional revenue and the disposal
and better management of government real estate another
100 billion.

Social and development policies: tax relief - The
budget provides for the refund of 60 per cent of the personal
income surtax component of last year’s special Europe
tax (3 trillion). For employees, the refund will begin when
the year-end balances of their liabilities for 1998 are
computed; for persons paying VAT, it will be offset against
their liabilities from January 1999 onwards.

Additional registration tax and VAT relief is granted
to buyers of a “first house” (about 150 billion). The
taxation of small pensions is reduced (around 350 billion);
in particular, the tax credit for pensioners with a total

annual income of less than 18 million lire is increased from
70,000 to 120,000 lire and the welfare component of
pensions topped up to the minimum level will be exempt from
personal income tax. Lastly, the stamp duty on nautical
licences and the tax on the issue and annual validation of
passports are to be eliminated (around 150 billion).

Total effects of the budget on the consolidated
general government income statement (1)

(billions of lire)
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Revenue-neutral measures

Structural reduction of taxes - The additional tax
revenues that are expected to result from the fight against
tax evasion (defined as the increment in revenues exceeding
that forecast each year on the basis of macroeconomic
conditions and new legislation) will be used to restructure
income tax.

Supplementary pensions - The Government has been
delegated by Parliament to issue one or more legislative
decrees revising the tax treatment of supplementary
pensions, life insurance policies and severance pay within
nine months of the entry into force of the accompanying
measures concerning the equalization and rationalization
of taxation and fiscal federalism. The measures adopted
must not impose any additional burden on the budget.

Fiscal federalism - From 1 January 1999 onwards
most transfers to the regions will be abolished and replaced
by a revenue sharing scheme for VAT and the excise duty
on petrol. The Government has been delegated to legislate
on the financing of the regions and inter-regional tax
equalization mechanisms.

Carbon tax - The measures to reduce the level of
carbon dioxide emissions in accordance with the targets
set at the Kyoto conference make provision for: (i) the
reconfiguration of excise duties on mineral oils until they
reach the levels indicated for 1 January 2005; (ii) the
introduction of a tax of 1,000 lire per ton on the consumption
of coal in large plants. The revenues generated by the
measures will be used: (i) to reduce the share of social
security contributions in labour costs, the surtax on motor
vehicles with diesel engines and the tax on heating oil in
some parts of the country; (ii) to introduce a tax credit for
hauliers; and (iii) to create a fund to be used to encourage
energy efficiency.

Expenditure

Reduction in expenditure - About one quarter of the
reduction in spending provided for in the budget is to be
achieved by cuts in current programmes appropriations.
The remaining part will be produced by the accompanying
measures concerning the following expenditure items.

Public employment - The number of permanent staff is
to be reduced and greater use made of part-time and trainee
contracts, generating savings of about 450 billion lire.

Provision is also made for a reduction of 10 per cent in
appropriations for overtime and the automatic adjustment
of the compensation of central government personnel not
covered by collective bargaining in line with that of other
public employees.

Local finances - The reduction in transfers to the
regions and other local authorities is expected to generate
savings of 2.2 trillion lire. These bodies will be subject to the
so-called “internal stability pact”, which lays down targets
for net borrowing that are consistent with those set at
European level.

Public utilities - Transfers to the State Railways are to
be cut by 700 billion lire and a saving of around 500 billion
is to be made in the postal sector.

Health care, pensions and welfare benefits -
Provision is made for measures to rationalize pensions,
producing savings of about 400 billion lire, and to reduce
expenditure on pharmaceuticals by 450 billion. The latter
amount will be used to finance the elimination of fees
on specialist care and laboratory tests for certain
categories of beneficiary. In addition, public sector and
university physicians who opt to work as independent
professionals will be put on part-time contracts, producing
savings of about 150 billion lire.

Other measures - Savings are expected from the
revision of the procedures whereby investment grants and
subsidies are credited to banks (1.35 trillion) and from the
measures for monitoring the cash outlays of schools (1.2
trillion). Further savings are expected from the reduction of
5 per cent in spending by central government departments
on goods and services (200 billion).

Social and development policies: increase in
expenditure - The Finance Bill and the accompanying
legislation appropriate 2.5 trillion for investment in
infrastructure and the reconstruction of areas recently
struck by natural disasters. An additional 1 trillion is
appropriated for interventions in sectors of particular
importance for economic growth and employment.

The accompanying legislation allocates around 1.3
trillion lire to social policies, specifically: an increase of
80,000 lire per month in social pensions and welfare benefits
(around 450 billion), allowances for low-income families
with three or more dependent children (around 400 billion),
and abolition of the fixed portion of National Health Service
charges for some categories of beneficiary (450 billion).
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In order to guarantee this result by compensating
for the expiry of certain temporary measures and the
underlying rise in some expenditure items, the budget
for 1999 provides for a net correction of 8 trillion lire
in the primary surplus by comparison with the figure
on a current programmes basis. The overall size of the
spending cuts and increases in revenue is much larger
than this, because a considerable part of the resources
raised will be used to stimulate economic growth and
assist certain population groups suffering particular
hardship.

The measures will have no significant impact on
the medium-term trend in revenue and expenditure.
Some reductions in central government transfers may
lead to increases in local taxes and charges or greater
borrowing by public enterprises. Around half of the
proposed correction in the primary balance stems
from temporary measures; the overall effect of such
measures is estimated to diminish from 0.6 per cent
of GDP in 1998 to 0.2 per cent in 1999.

The reduction in the ratio of net borrowing to
GDP prescribed in the Government programmes for
1999-2001 should derive entirely from a further
expected fall in interest expenditure; the primary
surplus is likely to remain constant. Over a longer
time-scale the savings on interest expenditure will
diminish, as they will stem solely from the fall in the
ratio of public debt to GDP. In order to maintain a
constant primary surplus, measures will have to be
taken to offset both the steady rise in expenditure on
pensions and health care due to demographic trends
and the loss of revenue that may result from greater
factor mobility fostered by growing economic
integration and from differences in national tax rates.

Growth may receive a boost from efforts to curb
and improve current primary expenditure, which hold
out the prospect of a substantial and progressive
reduction in the tax burden. A commitment to keep
the public finances on a sustainable path in the
medium and long term as well would reduce the
uncertainty caused by the succession of corrective
budgetary measures, thereby helping to create an
environment favourable to economic growth. The
prospects for employment can be improved by
making more extensive use of systems of
remuneration that are more closely linked to the

condition of the firm and the local economy and by
stepping up the public investment planned for the
South.

Inflation and monetary policy

The moderate acceleration in prices that began in
the summer of 1997 has petered out in the course of
this year.

In the first six months of 1998 the average
inflation differential with France and Germany,
measured on the basis of twelve-month rates of
change in the harmonized consumer price indices,
remained above one percentage point. The changes
recorded during the summer with reference to shorter
time horizons indicated that the gap was narrowing
steadily.

The seasonally adjusted and annualized three-
month rise in the cost-of-living index, which had
stood at 2.5 per cent in the first quarter, came down to
1.8 per cent in August and 1.3 per cent in October.
The movement in the index was lagged and somewhat
smaller by comparison with the slowdown in
producer prices, whose seasonally adjusted and
annualized three-month rate of increase gradually
declined from 2.5 per cent at the end of 1997 to
practically nil in the summer. The fall in energy prices
contributed to the slowdown in the cost of living.

The decline in the index of core consumer price
inflation, which excludes regulated prices as well
as those of food and energy products, was less
pronounced. Until August the seasonally adjusted
and annualized three-month rise remained above
2 per cent; in October it was equal to 1.8 per cent.

Firms’ main cost items rose much more slowly in
the first six months of the year than in the first half of
1997. This moderated the rise in prices. Although
profit margins widened, they were held in check by
the weakness of demand. In manufacturing industry
the fall in the costs of imported inputs was accom-
panied by a decline of 0.2 per cent in unit labour costs
with respect to the second half of last year. Most of
this further decrease in unit labour costs was due to
the smallness of the rise in the compensation of
employees and earnings (2.5 per cent). The growth
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in unit labour costs is declining towards the rates
prevailing in France and Germany. A sizable gap
remains, but if the imminent round of contract
renewals confirms the current trend, it could narrow
substantially.

Monetary conditions have been relaxed further.
On 26 October official rates were lowered by one
point, the discount rate from 5 to 4 per cent and the
rate on fixed-term advances from 6.5 to 5.5 per cent.

As part of the process of bringing Italian
regulations into line with those set by the European
Central Bank, the compulsory reserve ratio was
lowered to 9 per cent in June and to 6 per cent in July.
Compliance with the ratio of 2 per cent, which will
apply in the euro area from January 1999 onwards,
will be completed by the end of the year.

Market interest rates have continued to converge
towards the levels prevailing in the euro-area
countries with the lowest inflation. Between the
beginning of the year and 20 October the differential
between 3-month Eurolira and Euromark rates
narrowed from 2.3 to 0.9 percentage points; by 27
October it had decreased by a further 0.2 points.

Long-term interest rates also came down
substantially until August. Subsequently, the yield
differential between the 10-year Italian Treasury
bond and the benchmark German security of
corresponding maturity widened temporarily, reflec-
ting, as in other leading European countries, the rise
in the price of the Bund as a consequence of the
turbulence in the international financial markets. By
20 October the differential had returned to the level
recorded in August.

Bank lending rates continued to come down in
1998, declining slightly more than both money
market rates and bank deposit rates. Despite a slight
contraction in their net interest income, banks’ gross
income rose substantially in the first half compared
with a year earlier, thanks to the exceptional increase
in earnings from asset management services. At the
same time labour costs remained unchanged in the
absence of contract renewals and lending risks
diminished. The combined result was a large increase
in Italian banks’ net profits, which on an annual basis

rose from 1 to 8 per cent of capital and reserves. If the
competitive gap with foreign banking systems is to be
closed, the recovery in profitability, which was partly
attributable to temporary circumstances, needs to be
consolidated, above all by means of labour contracts
that bring the Italian banking system’s labour costs
into line with those prevailing elsewhere in Europe.

The gradualness with which monetary conditions
have been eased and the certainty that Italy will
participate in the euro from the start have driven the
improvement in inflation expectations. According to
Consensus Forecasts, the expectations for the next
two years are for the inflation rate to hold steady at
around 1.5 per cent; the differential with the leading
countries of the euro area is expected to disappear.
This is encouraging wage restraint, and hence
creating a virtuous circle.

As well as consolidating market behaviour that
is consistent with price stability, the caution shown
in the exercise of monetary policy contributed
decisively to safeguarding the exchange rate of the
lira from domestic and external turbulence, thereby
fostering an orderly launch of the euro.

The spot lira/DM exchange rate remained slightly
above the central parity throughout the period. From
mid-August onwards the forward lira/DM rate for
January 1999 came under slight pressure; since
mid-October it has moved back towards the central
parity.

After expanding very rapidly in the first half of
the year, the M2 money supply has slowed down
markedly and approached the 5 per cent upper limit
of its target range for the year. A contributory factor
has been a deceleration in the shift of households’
financial portfolios into riskier assets.

The behaviour of the Treasury borrowing
requirement recorded in August, which ruled out
revenue losses following the far-reaching tax reform
introduced this year, was confirmed in September. In
October both actual and expected inflation remained
stable at less than 2 per cent. The international
financial tensions showed signs of easing; the fear of
a world economic slowdown fostered a reduction in
official rates in the industrial countries, including
Europe. During the parliamentary debate at the end
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of the month, the new Government reaffirmed the
political commitment to approving the Finance Bill
that had been drafted for 1999.

The reduction in official interest rates at the end
of October constitutes further important progress in
convergence towards the lower levels prevailing in
Europe.

Next January the Governing Council of the
European Central Bank will assume responsibility
for monetary management in the euro area. The
appropriate monetary policy stance for maintaining
price stability in the euro area, not least in view of the

risks inherent in developments on the international
stage, is being defined.

From the quantitative point of view, the
Governing Council has defined this objective as an
annual increase in consumer prices in the euro area of
less than 2 per cent in the medium term. The role of
the money supply will be central: the point of
reference will be a specified percentage increase in a
broad monetary aggregate. Special attention will be
paid not only to the behaviour of the money supply
but also to various indices of prices, costs and activity
and to inflation forecasts.

Based on information available at 27 October.
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Articles

The regulations on intermediaries issued by the Bank of Italy
in implementation of the Consolidated Law on Financial Markets (*)

I The primary legislation

The Consolidated Law on Financial Markets
(Legislative Decree 58/1998) came into force on 1
July 1998.

The decree is divided into three parts and
comprehensively regulates securities intermediaries,
financial markets and the centralized management
of securities, and companies issuing securities
widely held by the public.1

The part dealing with intermediaries covers
“investment services” and “collective asset
management”. Accordingly, it addresses the whole
range of intermediaries eligible to do business in
the securities field (SIMs, banks authorized to
provide investment services, financial intermediaries
entered in the special register referred to in Article
107 of the Banking Law for the investment services
they are allowed to provide; stockbrokers, asset
management companies and SICAVs).

As regards investment services, the regulation
of which was modified in 1996 with the
implementation of the investment services directive
(Directive 93/22/EEC), the Consolidated Law does
not contain major innovations, except as regards the
system of reserved activities, with the extension to
asset management companies of the right to provide
the service of management on a client-by-client basis

of investment portfolios, and the provisions on
consolidated supervision.

The most important innovations concern the
regulation of asset management services, which has
been completely overhauled in order to make good
the shortcomings in the earlier rules, notably:
the limited scope for Italian intermediaries to
diversify their product ranges (by adding new types
of investment fund) and adopt organizational
arrangements able to maximize the efficiency of
their operations.

As regards product diversification, the
Consolidated Law has removed the creation of new
types of investment fund from the scope of primary
legislation and made it a matter for secondary
legislation.

In particular, the Minister of the Treasury is
required to define the structure of investment funds
by outlining the main characteristics of the various
categories, with special reference to the types of
assets to be invested in (listed securities, unlisted
securities, real estate, etc.), the form of the fund
(open or closed) and the types of investors to whom
units are to be sold (individual or institutional
investors).

(*) Prepared by the Financial Supervision Department.
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As regards the organizational options open to
intermediaries for the performance of their activities,
the Consolidated Law promotes their independence.
In particular, it:

a) allows asset management companies to engage
jointly in the activities of management on a
client-by-client and a collective basis;

b) allows asset management companies to separate
their fund management and fund promotion
activities, which can therefore be entrusted to
other asset management companies;

c) provides explicitly for fund managers to be able
to delegate specific investment choices to third
parties within the framework of asset allocation
criteria that they lay down.

As regards asset management on a
client-by-client basis, the ban on banks and SIMs
entrusting the performance of their management
engagements to third parties, which had already been
partly lifted by Legislative Decree 415/1996, has
been completely eliminated; intermediaries may now
delegate the management of all or part of a client’s
portfolio to third parties, provided they first obtain
the client’s consent in writing.

As regards supervision, the Consolidated Law
confirms the division of responsibility according to
the purpose of the controls: the Bank of Italy is
responsible for carrying out prudential supervision,
information monitoring and on-site controls with the
aim of limiting risks and ensuring intermediaries’
stability; Consob for ensuring transparency and
proper conduct.

II The implementing regulations issued on 1 July
1998

On 1 July the Bank of Italy and Consob2 issued
regulations implementing the Consolidated Law.
Although the new rules do not exhaust the tasks
entrusted to the two supervisory authorities, they
have allowed immediate effect to be given to the
many innovations that the Consolidated Law
introduced in the regulatory framework.

The regulations issued by the Bank of Italy and
published inGazzetta Ufficiale no. 120 of 11 July
1998 cover both collective asset management, with
a complete revision of the earlier rules, and
investment services, with the introduction of new
rules on the depositing and subdepositing of
customers’ assets.

A) COLLECTIVE MANAGEMENT SERVICES

1. Authorizationofassetmanagementcompanies

The Consolidated Law has transferred
responsibility for authorizing asset management
companies from the Minister of the Treasury to the
Bank of Italy; the Bank’s regulations lay down the
procedure to be followed in applying for
authorization and the documents to be submitted
with the application in order to demonstrate
satisfaction of the statutory requirements. The
documentation asset management companies have
to submit under the new rules is less extensive than
before but nonetheless includes information on the
group to which they belong and their programme
of activities and organizational structure.

2. Minimum share capital and capital adequacy
of asset management companies

Under the Consolidated Law asset management
companies receive a single licence that allows them
to set up and manage funds of any kind. Accordingly,
just one minimum level of share capital has been
set, equal to 2 billion lire, whereas before there had
been different levels according to the nature of the
funds managed.

As regards capital adequacy, the new regulations
relate the capital required to the value of the assets
under management (0.5 per cent for open-end funds,
SICAVs and pension funds; 2 per cent for closed-end
funds; with additional capital required in the case
of pension funds guaranteeing the repayment of
principal). In any case the capital available must be
equal to 25 per cent of the asset management
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company’s fixed operating costs in the previous
financial year.

3. Acquisition of qualified shareholdings in asset
management companies and SICAVs

The regulations governing the control of the
ownership of asset management companies and
SICAVs provided for in the Consolidated Law have
been implemented by introducing:

- the obligation to give advance notice to the Bank
of Italy of the intention of acquiring or disposing
of interests exceeding 5, 10, 20, 33 or 50 per
cent of the capital of an asset management
company and, regardless of the size of the
interest, where the transaction results in control
of the asset management company being gained
or lost;

- special measures for SICAVs to take account of
the fact that their capital is variable;

- the obligation to transmit, together with the
above-mentioned notices, documents attesting
the integrity of the persons intending to acquire
the interests and their suitability with a view to
ensuring the sound and prudent management of
intermediaries.

4. General criteria for the minimum content of
investment fund rules and their preparation

In order to allow asset management companies
to benefit immediately from the changes in the
regulation of collective asset management
introduced by the Consolidated Law, the new Bank
of Italy regulations on the preparation of investment
fund rules have completely revised those previously
in force.

In particular, since the Consolidated Law has
allowed asset management companies to diversify
their product ranges and to adopt more flexible
organizational structures, the regulations prescribe

a set of general criteria that are applicable to all the
different kinds of funds and provide for the case
in which a fund is managed by an asset management
company other than the one that promoted it.

The provisions apply both to funds that were
already regulated (open and closed-end securities
funds and closed-end real-estate funds) and to those
that asset management companies will be allowed
to set up when the Minister of the Treasury has
defined their structure and manner of operating.

In line with the contractual function performed
by fund rules, which establish the terms of the
agreement between unitholders and asset
management companies, the elements prescribed in
the regulations satisfy the need for clear and
complete information to be given on the type of
product offered and the persons involved in
providing the service.

As regards the type of product, fund rules must
define, among other things, the aims of the fund
(objectives pursued, time horizon, etc.) and its
characteristics and functioning (the assets in which
it may invest, its duration and investment policies,
etc.) and regulate the manner in which investors
participate (issue and redemption of units, etc.) and
all the relevant commissions, fees and expenses.

As regards the information to be provided on
the persons involved in providing the service, fund
rules must specify whether the management of the
fund is entrusted to an asset management company
other than the company that promoted it and, where
appropriate, provide all the elements needed to
identify such person or persons with certainty. As
for the regulation of the dealings between the
promoter and the manager of a fund, the fund rules
must:

- clearly specify the functions attributed to each
party;

- state that, regardless of the division of functions
between the two parties, the promoter and the
manager are jointly and severally answerable,
according to law, to the participants in the fund.
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5. Asset management companies’ administrative
and accounting procedures and internal
control mechanisms

The Consolidated Law empowers the Bank of
Italy to regulate the organizational arrangements of
asset management companies, in the same way as
for other intermediaries subject to its supervision.
This innovation is especially important in view of
the large increase in the range of management
services such companies may now provide and the
considerable latitude they have in choosing the
operational models to adopt to perform their
activities.

In this respect the new regulations contain
provisions on:

- the organization of the dealings between the
various players (fund promoter, fund manager,
depositary bank and distributors) whose
complementary functions interact in the
production of management services. Broad
guidelines are laid down concerning the
organizational models intermediaries should
adopt in the light of the functions they perform.
The regulations also call for appropriate
measures to be adopted to ensure adequate
coordination of the various players;

- the organizational arrangements of individual
asset management companies. In particular,
stress is placed on the need for the governing
bodies to provide continuous general guidance
and control and for companies to equip
themselves with adequate information systems
and internal control structures. The latter must
be independent of the companies’ operating
structures and their responsibilities must be
clearly defined and approved by the board of
directors.

At the same time as it provides for intermediaries
to be able to outsource accessory and instrumental
company functions, the Consolidated Law draws
attention to the risks associated with this choice and
consequently stresses the need to grant the governing
bodies powers of control and intervention with
respect to activities that are outsourced.

6. Connected and instrumental activities asset
management companies may perform

In this field the Consolidated Law makes a
break with the past by entrusting the Bank of
Italy with the task of deciding which “connected
and instrumental activities” asset management
companies may engage in.

In order to build in flexibility, the regulations
do not contain a list of eligible activities but define
the concepts of “connection” and “instrumentality”
and give examples of activities that satisfy these
criteria.

In order to guarantee that SIMs and asset
management companies providing management
services on a client-by-client basis are treated
equally, the regulations allow the latter to provide
the same “accessory” services as the former.

7. Authorization and minimum initial capital of
SICAVs

Since the Consolidated Law has transferred
responsibility for authorizing SICAVs from the
Minister of the Treasury to the Bank of Italy, the
regulations, which broadly reiterate the provisions
governing the authorization of asset management
companies, lay down the procedure SICAVs are to
follow and specify the documents to be submitted
with the application for authorization.

The minimum initial capital requirement for
SICAVs has been substantially reduced and set equal
to that for asset management companies (2 billion
lire).

8. Marketing in Italy of the units and shares of
EU investment funds and SICAVs falling
within the scope of Directive 85/611/EEC

The Consolidated Law has removed the
regulation of the marketing of units of UCITS
complying with Directive 85/611/EEC (referred to
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as “harmonized”) from the sphere of primary
legislation and entrusted the task to the Bank of Italy.
At the same time it has transferred responsibility
for managing the related procedures from the
Ministry of the Treasury to the Bank of Italy and
Consob.

Accordingly, the regulations lay down:

- a procedure for entering the Italian market based,
in accordance with Directive 85/611/EEC, on
a notice sent in advance to the Bank of Italy
and Consob and on the supervisory authorities’
faculty to forbid the start of marketing before
two months have elapsed where the conditions
established in the Directive are not satisfied;

- rules governing the organizational model the
UCITS must adopt, again in accordance with
the above-mentioned Directive, to ensure
participants can exercise their property rights in
Italy.

9. Marketing abroad of the services of Italian
asset management companies and SICAVs

In contrast with SICAVs, whose foreign
operations may only consist in the marketing of their
own shares, asset management companies may also
provide asset management services on a client-by-
client basis. Accordingly, the regulations establish
rules:

- for the marketing abroad of the units of
investment funds and the shares of SICAVs
requiring intermediaries to give advance notice
or obtain an authorization depending on whether
the target country belongs to the European Union
or not;

- for the marketing abroad of asset management
services on a client-by-client basis (with or
without the establishment of branches) requiring
intermediaries to comply with a procedure
analogous to that in force for SIMs wishing to
open branches or operate under the freedom to
provide services.

B) INVESTMENT SERVICES

The second set of regulations issued by the Bank
of Italy covers the manner of depositing and
subdepositing cash and financial instruments
belonging to customers held by intermediaries
operating in the investment services field. The aim
of the regulations is primarily to guarantee the
concrete application of the principle of separation
between the assets of individual customers and
between customers’ assets in general and those of
the intermediary.

The most important features of the regulations
are:

a) the obligation to keep customers’ positions
separate at all times both from those of other
customers and from those of the intermediary,
with the assets of each customer recorded
separately in the accounts;

b) the ban on intermediaries using customers’
financial instruments, however held, in their own
interest or in that of third parties, unless
authorized in writing by the customer;

c) the obligation to deposit sums of money received
from customers promptly with a bank, unless
the performance of the engagement calls for the
material delivery of the sums received and such
delivery is imminent in view of the nature of
the engagement to be performed;

d) the rules for the keeping of the accounts at
subdepositaries in the cases where the
subdepositing of customers’ financial
instruments is provided for.

Furthermore, since there are SIMs that may not
hold customers’ cash or financial instruments even
temporarily, the regulations suggest an operational
model for intermediaries to follow in choosing
solutions able to satisfy this requirement.

Stockbrokers are authorized to hold customers’
assets temporarily provided they comply with the
provisions applying to SIMs and:

- periodically provide the Bank of Italy with
information on the assets held on deposit for
customers;
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- engage a firm of auditors to verify their
compliance with the provisions governing this
matter at least once every three months.

1 For a detailed analysis of the innovations introduced by the
Consolidated Law, see “The Consolidated Law on Financial
Intermediation”, statement by Pierluigi Ciocca, Deputy
Director General of the Bank of Italy, before the Finance
Committee of the Chamber of Deputies, inEconomic Bulletin,
no. 26, February 1998.

2 With reference to the matters falling within the scope of
Consob’s authority, the adaptation of the regulatory

framework to the provisions of the Consolidated Law was
effected in Consob Resolution no. 11522 of 1 July 1998,
published inGazzetta Ufficiale no. 125 of 17 July 1998.

The regulations adopted in the Resolution concern:
- the procedure for the authorization of Italian investment firms

(SIMs) to perform investment services and the rules for EU
and non-EU investment firms wishing to enter the Italian
market;

- the rules that intermediaries must comply with in providing
investment and collective asset management services;

- the telemarketing of investment services and financial
products;

- the register of financial salesmen and the regulation of their
activities.
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Speeches

Fact-finding preliminary to the examination of the budget for 1999

Statement by the Governor, Antonio Fazio,
to the Joint Session of the Fifth Committees of the Italian Senate and Chamber of Deputies

Rome, 28 October 1998

1. The macroeconomic framework

In the first half of this year economic activity
slowed down sharply. The increase in output in real
terms with respect to the preceding six months was
very modest, amounting to 0.2 per cent. The
stagnation in activity reflected a small rise in
consumption, intense recourse to imports and
moderate growth in exports. The low rate of increase
in both current and expected demand held back the
expansion in investment. Thanks to the economy’s
steady acceleration in 1997, output in real terms was
1.8 per cent higher in the first half of 1998 than in the
same period in 1997; however, the expansion is
plainly weaker than that recorded in the other
European countries and the United States.

The available indicators of confidence signal
considerable uncertainty over the development of
economic activity. Orders and expected demand are
tending to weaken in both the domestic and export
components. The uncertainty also reflects the
deepening of the international financial crisis during
the summer.

Industrial production diminished between
January and April, turned upwards in May and since
then has basically stabilized at a level lower than the
peak reached in December of last year.

The economy’s performance to date has led to a
revision of the official forecasts for growth this year.

The expected increase in GDP has been reduced to 1.8
per cent, compared with the forecast of 2.5 per cent
contained in the Economic and Financial Planning
Document presented in April. For final consumption
the estimated increase is now 1.3 per cent, against 1.8
per cent in the Document.

In the new macroeconomic context gross fixed
investment is also seen as expanding more slowly, at
a rate of 4.4 per cent, compared with the forecast of
5.3 per cent in April; the deceleration regards
construction as well as machinery, equipment and
transport equipment. So far the effects of the
incentives introduced for residential building appear
to have been smaller than expected; the impulse
should prove larger in the second half of the year.

The forecast for export growth is now 6.0 per
cent, against 6.8 per cent in the April Document; that
for imports is 8.1 against 7.7 per cent.

There will have to be a marked acceleration in
productive activity in the final part of the year if the
GDP growth of 1.8 per cent hypothesized in the
Forecasting and Planning Report is to be achieved.
According to the available data, no such acceleration
is under way.

2. The public finances in 1998

The Forecasting and Planning Report for 1998 set
the target for general government net borrowing at 2.8
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per cent of GDP, with a primary surplus of 5.6 per
cent. The Government aimed at consolidating the
significant gains achieved in 1997 and reducing the
transitory component of the adjustment measures.

The budget correction needed to attain these
objectives had been set in the autumn of 1997 at 25
trillion lire, equal to about 1.3 per cent of GDP. The
passage of the Finance Bill and the accompanying
legislation through Parliament left the overall amount
of the adjustment unchanged but modified its
composition; in particular, the curbs on social welfare
spending were eased and social security contributions
were increased. The instruments introduced in 1997
for controlling disbursements were confirmed; steps
were taken to reduce the level of unspent
appropriations, which had risen considerably in 1997.

In the quarterly Report on the Borrowing
Requirement published in March the objective for net
borrowing was lowered to 2.6 per cent of GDP. The
change reflected not a further increase in the primary
surplus, which was actually reduced to 5.5 per cent of
GDP, but the downward revision of the estimate for
interest payments from 8.3 to 8.0 per cent of GDP.

In the first nine months of the year, net of
settlements of past debts and privatization receipts,
the state sector borrowing requirement amounted to
59.1 trillion lire, compared with 51.5 trillion in the
same period in 1997. The increase of 7.6 trillion was
mainly due to the effects of the new regional tax on
productive activities (IRAP) on the timing of tax
receipts and to the possibility of paying the main
self-assessed taxes in instalments. These measures
postpone some tax receipts to the fourth quarter.

The course of developments appears consistent
with substantial achievement of the objectives for
1998 for the general government accounts. Net
borrowing should fall slightly, from 2.7 per cent of
GDP in 1997 to 2.6 per cent, while the primary
surplus should shrink by 1.3 percentage points from
the 1997 figure of 6.8 per cent of GDP.

The effects of the budget measures and the
significant reduction in interest payments are
offsetting the expansionary momentum of some

expenditure items and the disappearance of some of
the revenue-side effects of the temporary measures
included in the 1997 budget.

The forecasts for the public finance balances in
1998 also reflect factors that could adversely affect
the accounts for 1999.

The slowdown in economic growth has
attenuated the growth in revenue. Receipts from the
regional tax on productive activities have been lower
than expected. However, the difference has been
made up by larger receipts from other taxes,
attributable in part to a shift in consumption towards
durable goods, which are taxed at a higher average
rate, and in part to the greater efficacy of the set of
reform measures introduced in recent years. On the
expenditure side, the rate of increase in outlays has
been temporarily curbed by the changeover from
two-monthly to monthly pension payments; for the
current year, this entails a significant postponement
of disbursements.

The reduction in the ratio of tax and social
security receipts to GDP is likely to be smaller than
planned, amounting to around 1 percentage point
instead of 1.3. The decline is due to the lapsing of the
one-off measures introduced in 1997 and to the
effects of the fall in interest rates on receipts from
withholding tax on interest income from government
securities and bank deposits.

The GDP ratio of primary expenditure, i.e. net of
interest payments, is likely to rise by around half a
percentage point, compared with the Planning
Document’s forecast of 0.2 points, notwithstanding
the postponement of pension payments mentioned
earlier. The increase reflects a high rate of growth in
current expenditure. The Report on the Borrowing
Requirement indicates that primary current payments
of the public sector have outpaced the growth in
nominal GDP and increased by 6.3 per cent in the first
half of the year compared with the corresponding
period of 1997.

According to the Forecasting and Planning
Report, the ratio of the public debt to GDP should fall
more sharply than it did last year, declining from
121.6 to 118.2 per cent.
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3. The public finance targets for 1999

The macroeconomic framework for 1999 is less
favourable than that set out in the Economic and
Financial Planning Document in April.

The growth forecast of the Forecasting and
Planning Report has been lowered from 2.7 to 2.5 per
cent. As with 1998, the expected increase in
households’ consumption has been revised down,
from 2.3 to 2.1 per cent. An expansionary impulse is
expected to come from collective consumption; the
rate of growth in imports is forecast to be higher and
that in exports lower.

The target for growth appears ambitious. The
Italian economy will not be able to attain a growth
path significantly higher than 2 per cent in the
absence of a decided improvement in the
international situation. This requires a rapid
restoration of confidence in the financial markets, a
recovery in Asia, above all in Japan, now gripped by
recession and deflation, and a correction of the
macroeconomic imbalances afflicting several large
countries of Latin America.

Achieving the objectives of growth established in
the Forecasting Report will depend on continued and
stepped-up action along the lines indicated in the
official programmes: more flexible employment
conditions, to be agreed by the social partners, and the
provision of tangible and intangible infrastructure to
foster business investment, especially in the South.

The Forecasting Report for 1999 confirms a net
borrowing target equal to 2.0 per cent of GDP and a
primary surplus of 5.5 per cent. The planned
adjustment to the primary surplus remains equal to 8
trillion lire, or 0.4 per cent of GDP. A contribution to
containing the overall deficit will come from interest
payments: the dynamics of interest rates should
produce additional savings of at least 5 trillion lire
with respect to the indications contained in the
Planning Document.

The ratio of interest expenditure to GDP has
fallen steadily from a peak of over 12 per cent in 1993.
In 1999 it is forecast to be just above 7 per cent. Of the
fall of 7.5 percentage points in the ratio of net

borrowing to GDP, around 5 points are attributable to
the reduction in interest rates. Additional savings, on
the order of 2 points, could come over the next five
years from the gradual alignment of the average cost
of the debt with market interest rates. In the longer
term, the reduction in interest payments will depend
solely on the ability to reduce the amount of the debt.

4. The budget measures

The composition of the adjustment to the primary
balance, amounting to 8 trillion lire, is slightly
different from that outlined in the Planning
Document; it envisages 9.6 trillion in spending cuts
and 5.1 trillion in of additional revenue. This action
to reduce the deficit creates room for new social
welfare and development measures totaling 6.7
trillion lire.

The estimate of the measures given in presenting
the budget does not include several allocations for
social policies and development, totaling some 1.8
trillion lire, which are offset by specific additional
measures to increase revenue and reduce expenditure
by a corresponding amount. In all, resources
amounting to 8.5 trillion are earmarked for social
policy and development programmes.

The net effects of the budget measures are
estimated at 2.8 trillion lire on the revenue side and
5.2 trillion on the expenditure side.

The planned correction of 2.8 trillion lire on the
revenue side consists of measures designed to
increase receipts by 6.4 trillion and social policy and
development interventions likely to decrease them by
3.6 trillion.

Most of the expected additional revenue is to
come from the sale by INPS of claims to unpaid social
security contributions: 5.3 trillion lire in 1999 and 5.9
trillion in 2000 and 2001. By its nature, this measure
does not generate permanent revenue. The other
measures basically concern the licence fees due from
firms for operating public utilities, which are
expected to bring in 1 trillion lire in 1999 and 100
billion in each of the two subsequent years, and a plan
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for the disposal and better management of
state-owned real estate, expected to yield 100 billion.

The refunding of 60 per cent of the special tax for
Europe is envisaged. The refund, which will be
included in calculating the year-end balance of 1998
liabilities for employees and will be set off against tax
payments due from January 1999 onwards for
persons with VAT accounts, will reduce revenue by 3
trillion lire in 1999.

Additional relief from registration tax and VAT
for the purchase of one’s principal dwelling is
granted. Income tax on small pensions is reduced; the
tax credit for pensioners with annual income of up to
18 million lire is increased, and the welfare
component of pensions topped up to the minimum
level will be exempt from personal income tax. Some
stamp duties and licence fees will be eliminated.

For subsequent years the budget package
includes other measures and delegations of power to
the Government that should leave overall fiscal
revenue unchanged. One set of measures is basically
aimed at reducing the environmental impact of
economic activity through a reallocation of the fiscal
burden. The excise duties on mineral oils are to be
gradually remodeled and a tax on the combustion of
fossil fuels in large plants will be introduced; the
additional revenue is to be used to reduce the
incidence of social security contributions on labour
costs and lower the surtax on motor vehicles with
diesel engines and the tax on heating oil in some parts
of the country, to introduce a tax credit for hauliers,
and to encourage energy efficiency.

Furthermore, the Government is delegated to
issue one or more legislative measures revising the
tax treatment of supplementary pension plans, life
insurance policies and severance pay within nine
months of the entry into force of the legislation
accompanying the Finance Law; these measure must
not impose any additional burden on the budget. Most
of the transfers to the regions will be replaced by a
revenue-sharing scheme for VAT and the excise on
petrol. The Government is also entrusted with the task
of revising the financing of the regions and the
mechanism for offsetting inter-regional fiscal
imbalances. The reform can be the occasion for better

distributing tasks among the various levels of
government. Finally, the additional receipts expected
from the fight against tax evasion, defined as the
increment in revenue exceeding that forecast each
year, will be earmarked as appropriate to a permanent
restructuring of income taxes.

For 1999, the official valuation calls for net
expenditure savings of 5.2 trillion lire, with spending
cuts of more than 10 trillion and additional outlays of
4.8 trillion. Part of the savings, 2.4 trillion lire, will
come from budget reductions, including restrictions
on purchases of goods and services by government
departments that the Finance Bill imposes on
individual ministries under current legislation.
Transfers to regions and other local authorities will be
reduced by 2.2 trillion lire. Under the internal stability
pact these authorities are required to contribute to the
achievement of the public finance targets by reducing
their net borrowing by 0.1 per cent of GDP annually
for the next three years. Transfers to the State
Railways will be reduced by 700 billion lire and those
to the Post Office by 500 billion. Additional savings
of 1.2 trillion lire are expected from the extension to
schools of the controls on current outlays already in
effect for universities and research institutions.
Payments should be reduced by 1.35 trillion lire as the
result of a revision of the procedures for crediting
banks with the contributions provided for by
investment subsidy programmes.

Rationalization in social security and curbs on
health spending should bring outlay reductions of 400
and 600 billion lire respectively. The requirement of
authorization for hiring will be extended to all
government departments and this, together with
greater recourse to part-time employment and trainee
contracts and reduced appropriations for overtime, is
expected to produce staff cost savings of 450 billion
lire. Other spending items are to be cut by a total of
250 billion.

The reductions in expenditure are partially offset
by additional income support for the needy.
Specifically, the old age welfare benefit and the
allowances for families with three or more dependant
children will be increased and the fixed prescription
fee for some classes of health service patients will be
abolished.
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Finally, additional outlays of 2.5 trillion lire are
allocated to investment in infrastructure and
reconstruction in areas recently struck by natural
disasters. Another 1 trillion lire is appropriated for
specific intervention in sectors of key importance for
economic growth and employment.

The programme for the reduction of the public
debt will benefit in 1999 from extraordinary receipts
of about 6 trillion lire as the Treasury’s share of the
profits realized by the Italian Foreign Exchange
Office as a consequence of the transfer of foreign
currency reserves to the Bank of Italy and the
imputation to the profit and loss account of previous
allocations to provisions.

This operation is an integral part of the
transformation of the Foreign Exchange Office
provided for by Legislative Decree 319 of 26 August
1998.

The funds to be transferred to the Treasury are the
fruit of large-scale allocations in recent years deriving
from the profits of the Office on the investment of the
foreign exchange reserves.

At this point, with your permission, I should like
to undertake a more specific examination of this
issue, in relation to the debate that has been conducted
in recent weeks.

Under the rules in effect until 30 September, the
Italian Foreign Exchange Office held the country’s
foreign currency reserves, which it managed in the
national interest on the basis of criteria of liquidity
and yield. The Office was funded through a current
account with the Bank of Italy, bearing a rate of
interest related to the yield on the reserves.

Gold reserves have always been managed by the
Bank of Italy itself, which also has a limited portfolio
of reserve currencies for prompt foreign exchange
market intervention.

In managing the reserves, when amounts are
limited the emphasis is placed on liquidity. When
amounts are substantial, yield becomes increasingly
important.

At the end of 1992 the total gold and foreign
exchange reserves of the Bank of Italy and the Italian

Foreign Exchange Office amounted to $56.5 billion,
but of this $23.2 billion was in gold. As virtually all
of the foreign exchange reserves originated from
short-term borrowings by the Bank and the Office
from banks and financial institutions, net reserves
amounted to just $5.7 billion. The laborious task of
replenishing Italian reserves not derived from
borrowing was begun. At the end of 1994 net foreign
currency reserves, excluding gold, were $10.5
billion; by the end of 1996 they had increased to $30
billion; and at the end of 1997 they stood at $46.8
billion.

The need for more dynamic management to
improve the return on reserve assets became more
impellent, bearing in mind that the gold reserves are
non-interest-bearing.

The Board of Directors of the Italian Foreign
Exchange Office regularly issued general directives
governing the management of reserves.

The reserves had always been invested with
financial intermediaries of the highest international
standing. In 1991 it was decided that a very small part
could go into more dynamic investments, known as
pilot portfolios. These assets too were entrusted to
intermediaries of top international repute; they were
managed more dynamically, with good results. On 30
September $600 million, or 1 per cent of Italy’s
official reserves, were invested in such assets, divided
into five pilot portfolios.

In February 1994, after the requiste fact-finding,
it was decided to invest $100 million in the Long
Term Capital Management investment fund. The
operation was conceived as part of the pilot portfolio
programme. The intermediary enjoyed high esteem
in the New York financial market and among the
central banks participating in the Bank for
International Settlements.

Investments in Long Term Capital Management
can be redeemed every three years, with advance
notice.

Given the exceptional performance of the
financial markets, between 1994 and the first part of
1998 the investment generated high returns for the
Fund’s investors.
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Overall, in the three years from 1994 through
1996 the Italian Foreign Exchange Office received
$105.8 million in profits from Long Term Capital
Management. At the end of 1996 the Office
confirmed its participation. It also subscribed $150
million in bonds issued by the Fund, maturing 31
December 2000, at an interest rate higher than
LIBOR. The Office received another $17.2 million at
the start of 1998 as earnings on its $100 million
investment in 1997; interest on the bonds was paid on
schedule.

The summer of 1998 witnessed the grave,
systemic crisis of the international financial markets,
which now threatens the Office with the loss of a large
part of the $100 million investment.

Given the rescue plan for Long Term Capital
Management that has been undertaken by a group of
international banks at the request of the Federal
Reserve, no problem has yet arisen with the regular
debt service payments on the $150 million in bonds.

As far as the capital investment of $100 million is
concerned - the loss on which, let me repeat, could
come to a very large part of the total investment - the
Italian Foreign Exchange Office has already taken in
$122.9 million in profits, credited over the years to its
profit and loss account.

Through 30 June 1998 a total of $17.7 million had
been received in interest on the bond holding.

According to the statement by Alan Greenspan,
Chairman of the Federal Reserve, to Congress on 1
October, it is the intention of the committee of new
investors that has undertaken the refinancing,
retaining the previous managers in view of their high
moral and professional standing, to “shrink LTCM’s
portfolio so as to reduce risk of loss and return the
remaining capital to the investors as soon as
practicable. I do not rule out the possibility that the
new owners of what is left of LTCM may decide to
keep part of it in business.”

For the sake of completeness, let me recall that the
return on the Italian Foreign Exchange Office’s
foreign currency reserves was 4.3 per cent in 1997,
which as in the past was in line with market conditions
and the yields of comparable portfolios.

On 1 October the reserves were transferred to the
Bank of Italy. The Foreign Exchange Office has now
become an instrumental entity of the Bank’s. In
addition to its specific tasks under the laws on money
laundering and usury and the gathering of
balance-of-payments statistics, the Office will act as
the Bank’s agent in implementing its reserve
management strategy.

5. An evaluation of the budget for 1999.
Prospects

The distinctive feature of the budget for 1999 is
the effort to reactivate public investment, stimulate
economic growth and provide support to people
contending with severe economic hardship. The
delegations of legislative authority concerning
taxation and decentralized finance should help to
make public action more efficient. These are
important steps that need to be properly implemented
and consolidated.

The budget does not appear to affect the
medium-term trends of receipts and payments; the
decisions regarding the revision of the levels of
expenditure and taxation are put off to subsequent
years.

Most of the expenditure savings are entrusted to
reductions in budgetary allocations and transfers to
non-state public bodies on the one hand and the
extension of disbursement controls on the other,
without affecting the norms regulating the activity of
the various sectors. The achievement of the planned
reduction will depend on the behaviour of
administrators.

The curbs on transfers to non-state public bodies
could imply tax or public service charge increases at
the regional or local level. The reduction in
contributions to the State Railways and the Post
Office could lead to increased borrowing or the
imposition of higher charges by these entities.

Temporary increases in revenue, besides
compensating for the partial refunding of the tax for
Europe, account for more than one third of the deficit
reduction. In the absence of more resolute action on
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the spending side, this choice, which avoids a
permanent increase in the tax rates, minimizes the
impact of the deficit reduction on economic activity.
But only a structural containment of expenditure can
permanently ensure fiscal equilibrium and the easing
of the tax burden.

The overall contribution to deficit reduction of
measures with transitory effects will decline to 0.2 per
cent of GDP, compared with 0.6 per cent this year.

In 1999 the tax burden will diminish marginally
according to our estimates, although these do not take
account of the increase in taxation at the local level
that, as mentioned, could result from the planned
reductions in transfers to non-state public bodies. It
will remain at around 43 per cent of GDP, one
percentage point below the peaks recorded in 1993
and 1997.

The rate of growth in primary expenditure in 1999
should not diverge from that in GDP.

The uncertainty bearing on some of the public
finance results for the current year, the development
of cyclical conditions in 1999 and several
components of the budget package examined here
necessitate careful monitoring of revenue and
expenditure so as to correct any overshooting
promptly.

� � �

With 1997 the phase in which Italian budgetary
policy aimed primarily at meeting the requirements
for participation in the single currency came to a
close. General government net borrowing was
brought back below the limit of 3 per cent. The
growth in the debt-to-GDP ratio was halted and a start
made on reducing it. The action to adjust the public
finances relied significantly on revenue increases,
some of them temporary, and constraints on
disbursements; major structural reforms were begun.

After the pause for consolidation this year, the
action planned for 1999 reflects the commitment
undertaken with the Stability and Growth Pact to
move as quickly as possible towards budgetary
balance or surplus. The Planning Document for the

three years from 1999 to 2001 has outlined a path of
gradual deficit reduction which on a current
programmes basis is consistent with that
commitment.

The recommendations contained in the European
Monetary Institute’s Convergence Report call on the
countries with high public debt ratios to reduce the
debt rapidly. In this regard, it is essential that the
primary surplus remain at least equal to 5.5 per cent
of GDP.

The launch of the single currency opens a new
phase in which fiscal consolidation will have to be
complemented by greater attention to the profound
impact that the size and structure of the budget have
on economic activity, growth and employment.

The reduction in the ratio of tax revenue to GDP,
which presupposes the curbing of expenditure, must
proceed in conjunction with improvements in the
budget balance. This is the condition for bringing the
Italian economy back to a rate of growth at least equal
to those of the other leading industrial countries.

In the medium term, reducing the tax pressure is
essential to remove the factors that brake individuals’
and firms’ propensity to work and invest; in the
context of increasing international integration, it will
make the Italian economy more competitive.

The tax reforms introduced in 1998 move in the
right direction. They make the tax system more
neutral from the point of view of resource allocation,
broaden the tax bases, restrict the possibilities of
evasion and simplify the administrative obligations
imposed on the public. The overall fiscal burden on
the Italian economy remains disproportionately high
for the new configuration of international economic
relations.

Deeper tax cuts require curbs on the growth in
spending. What is needed is a structural adjustment of
expenditure that cuts out waste and alters the current
trends by modifying the rules and practices that
determine the level of social security and welfare
benefits, the beneficiaries, and the quality and
quantity of public services.

Following the passage of the Finance Bill, the
new phase of economic policy must be characterized
by a determined effort to lead the public finances onto
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a path that is sustainable in the medium and long term
as well, thereby helping to improve the population’s
expectations and reducing the uncertainty that stems
from repeated budget adjustments.

The structural adjustment of current expenditure
must expand the scope for investment in

infrastructure; the administrative and financial
constraints that now impede the execution of projects
must be eliminated. The level of economic activity
will benefit with the immediate creation of new jobs.
The efficiency gains and the greater competitiveness
of the economy will consolidate and reinforce the
growth in employment.
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Table 1
State sector balances (1)

(billions of lire and percentages)
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Table 2
Estimated effects of the 1999 budget

(billions of lire)
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Table 3
The public finances: outturns and objectives

���� ���� ���� ���� ���� ����

%LOOLRQV RI OLUH $V D SHUFHQWDJH RI *'3
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*HQHUDO JRYHUQPHQW

&XUUHQW EDODQFH �VXUSOXV� ��� � � � � � � � � � � � � � ����� �������� �������� ��� ����� �����
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Figure 1
General Government net borrowing, primary balance and debt (1)

(as a percentage of GDP)

80

90

100

110

120

130

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

80

90

100

110

120

130

debt

-9

-6

-3

0

3

6

-9

-6

-3

0

3

6

primary  net borrowing
defic it

surplus

0

3

6

9

12

15

0

3

6

9

12

15

net borrowing

(1) For 1998 and 1999 forecasts published in Documento di programmazione economico-finanziaria (1999-2001).



63((&+(6(&2120,& %8//(7,1 � 1R� ��� 2&72%(5 ����

91

Figure 2
State sector borrowing requirement in 1997 and 1998 (1)
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Figure 3
General Government revenue, social services expenditure and gross investment

(as a percentage of GDP)
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Address by the Governor, Antonio Fazio,

to the Association of Italian Savings Banks on the occasion of the
74th World Savings Day

Rome, 31 October 1998

The financial crisis that exploded in Asia in the
middle of 1997 and then became global is now
affecting the European economy, including Italy’s.

Economic activity expanded briskly in Europe in
the first half of 1998. Compared with the same period
in 1997, GDP grew by 3.2 per cent in France and by
2.9 per cent in Germany.

In Italy it grew by 1.8 per cent.

Investment is still sluggish in Germany, whereas
in the United States it is racing ahead at an annual
rate of 12 per cent and GDP is growing at a rate of
close to 4 per cent.

The underlying cause of the crisis and the reason
for its persistence lie in the poor performance of the
economy in Japan, where investment is falling at a
rate of 8 per cent and GDP at a rate of 2.7 per cent.

Signs of deflation are increasingly visible; the
problems of the banking system are growing worse.
The intermingling of the financial and industrial
sectors has lowered the quality of credit in many
Asian countries.

The collapse of commodity prices triggered the
crisis of the ruble in August, in an economy suffering
from severe structural disequilibria and institutional
shortcomings. At times the risk of the crisis
spreading to the countries of Latin America has been
very great.

The slowdown that occurred in the European
economies during the summer has been paralleled in
Italy until now by the virtual stagnation of industrial
production, which is still below its level at the end
of 1997.

The recovery in economic activity in 1997 has
had a positive effect on employment; between

January and July of this year there were 80,000 more
persons in employment on average than in 1997;
most of the increase was in the South of Italy.

The spread of more flexible forms of
employment has helped: in manufacturing there has
been an increase in the proportion of workers with
fixed-term contracts, especially for short periods; in
the services sector the use of part-time contracts has
grown.

The problem of work is at the centre of attention.

The labour market is highly segmented in Italy.
Beside protected workers with regular jobs there are
large numbers, especially in the South, with jobs that
are irregular with respect to the conditions laid down
in collective agreements and often with respect to the
laws and regulations concerning social security
contributions, taxation and workplace safety.

Official estimates indicate that irregular workers
make up 31 per cent of the total workforce in the
South; this is probably an underestimate. In some
sectors of production the proportion of irregular
workers tops 50 per cent.

The unemployment rate recorded by Italy’s
Central Statistical Institute is 6.9 per cent in the
Centre and North of the country and 22.5 per cent in
the South. Among women it is much higher.

The situation of distress with regard to
employment is better expressed by the ratio of
persons in employment to those of working age. This
index, which includes a large number of irregular
workers, is equal to 51 per cent for Italy as a whole
and to 40 per cent for the southern regions. It is equal
to 63 per cent in France and to 59 per cent in
Germany, even though the unemployment rate there
is much the same as in Italy. The ratio rises to 73.5
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per cent in the United States, reflecting the rapid
growth of the economy. Prolonged exclusion from
work is harmful to human capital, especially among
the young.

The organization of work in firms is gradually
becoming more flexible in terms of shifts, working
hours and the duration of the relationship.

These changes reduce the time it takes for
employment to adapt to demand and link labour costs
more closely to seasonal and cyclical fluctuations;
they have helped to sustain the level of employment.

Achieving higher and less fitful rates of
economic growth remains an essential condition for
a large and lasting increase in employment

The existence of a large proportion of irregular
work is first of all evidence that a broad range of
activities are not economically viable when carried
out in compliance with national labour contracts and
the related contributory and tax obligations. The
market tries to find its own equilibrium through grey
work. This, however, is deleterious for the efficiency
of the economy as a whole because it distorts
competition; its effects on civil society are even more
pernicious.

Failure to comply with the rules laid down in
collective agreements brings workers, especially
young ones, into proximity with illegality; it
deprives them of the dignity that a legal and lasting
employment relationship gives, even when the level
of pay is low

Negotiations between employers and the trade
unions must seek to establish, in the first place for the
young and in the South, conditions that are less
onerous for firms than those agreed at the national
level.

In several regions the two sides of industry, with
encouragement from the authorities, are already
working hard to attain this goal. The significance of
a positive outcome of these efforts goes beyond the
purely economic sphere; it is valuable for civil
society as well.

For many years unit labour costs rose faster in
Italy than in the other industrial countries. The gap

widened again in 1996, especially in comparison
with Germany and France.

The rigorous stance of monetary policy and
resolute action to curb the budget deficit have
succeeded in bringing inflation expectations down
towards the levels prevailing in the countries with
more stable currencies. This has had a beneficial
effect on labour cost dynamics, with contract
renewals tending to limit wage settlements to the
lower expected rise in the cost of living and to focus
increasingly on regulating the manner in which work
is performed.

The growth of the Italian economy nonetheless
continues to fall short of that achieved by the other
countries of continental Europe, the United Kingdom
and the United States. The gap has its origin in
factors that discourage investment.

The growing tendency for Italian firms to move
production to areas and countries where taxation and
labour costs are lower is symptomatic. In some
sectors such action nonetheless has a positive side,
insofar as it contributes to the defence of market
share and domestic employment by permitting a
more efficient specialization of production.

The Italian banking system, on a par with its
counterparts in other industrial countries, has
withstood the wave of instability provoked by the
international financial crisis.

The system’s solid capital base, its limited
exposure to emerging economies and the Bank of
Italy’s careful supervision have all played a part.
Aside from internal inefficiencies, the instability
endemic to southern banks is to be attributed to the
serious crisis that has afflicted the economy of the
Mezzogiorno in recent years.

Between 1992 and 1997 the GDP of the southern
regions grew by only 1.7 per cent; public and private
investment contracted; employment fell sharply and
consumption slowed.

The major banks, already burdened by high costs
and suffering from organizational and operational
deficiencies, were unable to cope with the difficulties
engendered by the sudden ending of special
development measures and the fall in industrial
activity.
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The action taken by the Bank of Italy and the
Treasury, in some cases with the intervention of
Parliament, prevented the crisis of the southern
banking system from precipitating and has laid the
foundations for a recovery of its efficiency.

With the complete opening of banking and
financial markets in Europe, numerous foreign
intermediaries, mostly from other European
countries, have entered the Italian market and are
providing innovative corporate finance and asset
management services. The ability of Italian banks to
provide new services in other European countries
remains limited.

There has been a growing tendency for important
foreign banking groups to acquire significant equity
interests in Italy’s leading banks.

On more than one occasion we decided not to
allow investments in excess of 5 per cent of the
bank’s capital in order to ensure its sound and
prudent management or to prevent the letter and the
spirit of its bylaws from being violated. Larger
acquisitions would have hindered reorganization
plans aimed not only at improving efficiency but also
at allowing banks to achieve a size that would enable
them to compete more effectively in the new
conditions of international openness.

Where the presence of significant foreign
shareholdings fostered or strengthened plans for the
consolidation of Italian banks, the initiatives have
been welcomed. Three important merger operations
involving major banks have already been completed
in this way, leading to the creation of groups whose
size is also satisfactory from the standpoint of
international competition. Plans for further
aggregations, constantly monitored by the Bank’s
Supervision Department, are being drawn up.

The privatization of the banking system is
moving ahead rapidly; the share of publicly-owned
capital in the banking system as a whole has fallen
from 60 per cent at the end of 1993 to 25 per cent
today. Operations now under way will further reduce
this figure.

Acting in accordance with the repeated
promptings of the supervisory authority, banking

foundations have taken the initiative in promoting
the creation of stable groups of Italian and foreign
core investors to which to sell significant portions of
their shareholdings.

The first benefits of the reorganization of the
banking system are beginning to appear in banks’
profit and loss accounts. Basically stable earnings
from credit business have been accompanied by a
sharp rise in income from services.

The action taken to curb costs has improved
overall profitability. Although net interest income
declined with the narrowing of the spread between
lending and deposit rates, the return on equity
improved considerably in the first half of 1998
compared with the same period in 1997, rising from
1 per cent to nearly 8 per cent on an annual basis.
Some of the improvement, however, was due to
temporary factors connected with the favourable
performance of financial markets; income from asset
management could decline in the second half of the
year. The strong growth in revenues resulted in the
ratio of total labour costs to gross income falling
significantly.

The robustness of the Italian economy has its
origins in the high level of actual and potential
saving. An efficient banking and financial system is
essential in order to transform saving into domestic
investment, to the benefit of growth and
employment, and to prevent an excessive share of
resources from being channeled to other economies.

Between 1993 and 1997 a string of balance-
of-payments surpluses allowed Italy to repay its
net foreign debt completely. This is one of the
fundamental factors in the return to monetary and
financial stability.

Italy is about to become a net creditor. The major
improvement on this score has been achieved in a
context marked by a lack of effective demand,
sub-optimal growth and high unemployment.

The meeting of the Group of Seven Finance
Ministers and Governors held in Washington at the
beginning of October produced a commitment to
stimulate economic activity in Japan and to sustain
and strengthen growth in North America and Europe.
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In the United States the economy and
employment continue to expand in conditions of
monetary stability. I have already mentioned the
rapid rise in investment, a key aspect of confidence
in the prospects for growth. The US economy suffers
from a persistent shortfall of saving, but it is able to
attract enough from the rest of the world to finance
its investment.

The European Union has an external current
account surplus on the order of $100 billion, more
than 1 per cent of the area’s GDP. The growth in
investment, although not negligible, is showing signs
of faltering as the world financial crisis continues
and deepens. Employment is stagnant and
unemployment rates are still high.

Support for domestic demand drawing on the
excess of actual and potential saving is desirable and
possible, without running counter either to the
objectives of monetary control or to the reduction in
public debts.

In Japan economic activity and investment are
contracting, prices are falling and the balance of
payments continues to register growing surpluses.
Domestic demand needs to be stimulated with
expansionary fiscal measures; the Japanese
authorities have made explicit commitments in this
respect. Halting the decline in economic activity and
reviving growth will also benefit the public finances;
it will help to shore up the value of a growing
proportion of bank credit, which risks becoming
uncollectible, and to raise the level of economic
activity in numerous neighbouring countries.

The ability of monetary policy to stimulate the
area’s economy has already been exhausted. Further
monetary expansion, although of help in meeting the
banking system’s liquidity needs, would have no
effect on consumption or investment since interest
rates are already close to zero. The plan, on a huge
scale, aimed at defending the solvency of the banking
system has bolstered the yen but, in the absence of
a recovery in economic activity, is not sufficient to
guarantee the objective of restoring the banks’
accounts to health.

Just over a year ago, in the spring of 1997, the
IMF predicted that the world economy would expand

by around 4.2 per cent in 1998; today, the growth
expected is less than half that figure.

North America, Europe and Japan account for
about half the world economy. A prompt and
effective translation into action of the commitments
entered into by governments at the international level
can prevent a widespread decline in economic
activity.

The outlook for the Italian economy, which has
so far performed unevenly and less well than
expected, depends to a significant extent on how the
international situation develops. The existence of
idle resources and an excess of saving means there
is scope for faster growth.

The expansion in investment appears to be
smaller than forecast in the spring. This could lead
to a slowdown in consumption and a worsening of
the outlook for employment.

In the areas where youth unemployment is
highest the action to promote contracts that
substantially reduce labour costs with respect to the
national average must be stepped up.

New impetus must be given to public works and
infrastructure investment, which has been seriously
held back in the last few years by problems related
to the emergence of episodes of corruption, the
inadequate project development capability and the
shortage of financial resources. Appropriate
initiatives on the part of local and central government
could stimulate the participation of private capital in
the financing of public works.

The results of a recent Bank of Italy survey of a
sample of manufacturing firms indicate that the
conditions will be right, as early as the first quarter
of next year, for production to recover from the state
of stagnation in which it has so far languished.

The economy’s development necessarily
depends on the entrepreneurial and innovatory drive
of private firms. The cost of labour, the level of
taxation, conditions of security and the quality of
public services must be such as will permit
profitability and competitiveness.

Confidence has its roots in stability and
expectations of growth in demand beyond the short
term. The fall in interest rates and the launch of the
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monetary union bode well for the availability of
finance at low cost. The efforts to improve the
efficiency of government, already begun with the
reforms that have been introduced, must be carried
forward. Certainty must be given to the prospect of
a reduction, in the medium term, of the main items
of public expenditure and the burden of taxation.

In the new phase of economic policy it will be
necessary to strengthen the commitment of the
authorities, organized labour, private enterprise and

the banking and financial system to transform the
existing potentialities into an increase in investment
and employment.

This must be the hope on the day devoted to the
celebration of savings, which are the fruit of man’s
industry and foresight, in order to dispel the
uncertainties weighing on the future of so many
families and young people looking for work, and to
ensure the steady advance of Italy’s economy and
civil society.
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Appendix

Statistical tables
The world economy
Table a1 — Gross domestic product, GDPdeflator and current account balance

”  a2 — Industrial production
”  a3 — Consumer prices
”  a4 — Producer prices of manufactures
”  a5 — Short-term interest rates
”  a6 — Long-term interest rates and share price indices
”  a7 — Interest rates on international markets and USdollar premium/discount
”  a8 — Lira exchange rates and the price of gold
”  a9 — Nominal effective exchange rates
”  a10 — Real effective exchange rates
”  a11 — Real effective intra-EU exchange rates
”  a12 — External position of the Italian banking system

The Italian economy
Table a13 — Sources and uses of income

”  a14 — Industrial production and business opinion indicators
”  a15 — Labour market statistics
”  a16 — General index of consumer prices
”  a17 — Index of consumer prices for worker and employee households
”  a18 — Harmonized index of consumer prices
”  a19 — Index of producer prices of manufactures sold in the domestic market
”  a20 — Exports of manufactures: average unit values in lire
”  a21 — Imports of manufactures: average unit values in lire
”  a22 — Balance of payments
”  a23 — External position of BI-UIC

Money, credit and interest rates
Table a24 — State sector borrowing requirement

”  a25 — Financing of the state sector borrowing requirement
”  a26 — General government debt
”  a27 — Monetary base (flows) and financing of the Treasury
”  a28 — Monetary base and BI operations: averages of daily data
”  a29 — Monetary base (stocks)
”  a30 — BI-UIC operations in government securities
”  a31 — Treasury bill auctions
”  a32 — Bank of Italy repurchaseagreements
”  a33 — Bank of Italy foreign currency swaps
”  a34 — Bank of Italy outright operations in Treasury bills: multiple priceauctions
”  a35 — Official rates
”  a36 — Interest rates
”  a37 — Bank interest rates: domestic fund-raising in lire
”  a38 — Bank interest rates: lira loans to resident customers
”  a39 — Principal assets and liabilities of banks
”  a40 — Banks: loan and securities portfolios
”  a41 — Banks: deposits and bonds
”  a42 — Supervisory capital and capital adequacy
”  a43 — Italian investment funds: securities portfolios and net assets
”  a44 — Italian securities investment funds
”  a45 — Portfolio management services
”  a46 — Net issues of securities
”  a47 — Issue conditions of government securities
”  a48 — Securities market: yield to maturity and total return indices
”  a49 — The money supply
”  a50 — Liquid assets
”  a51 — Financial assets
”  a52 — Credit
”  a53 — M2 and its counterparts
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Table a2
Industrial production
(percentage changes on previous period; seasonally adjusted data)
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Table a4
Producer prices of manufactures
(percentage changes on corresponding period)
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���� � � � � � � � � � � � � � � � � � � � �  ���  �����  ���  �����  ���  ���  ���

���� � � � � � � � � � � � � � � � � � � � �  ���  �����  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � � � � � � � � �  ���  �����  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � � � � � � � � �  ���  �����  ���  �����  ���  ���  ���

���� � � � � � � � � � � � � � � � � � � � �  ���  ���  ���  �����  ���  ���  ���

���� �� �QGTWU� � � � � � � � � � � �  ���  �����  ���  �����  ���  ���  ���

�UG µ � � � � � � � � � � �  ���  �����  �����  �����  ���  ���  ���

�WK µ � � � � � � � � � � �  ���  �����  ���  �����  ���  ���  � �

���� �� �VW TWU� � � � � � � � � � � �  ���  �����  ���  �����  ���  ���  ���

�QG µ � � � � � � � � � � �  �����  ���  ���  �����  ���  ���  ���

�UG µ � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���

�WK µ � � � � � � � � � � �  �����  ���  ���  ���  ���  ���  ���

���� �� �VW TWU� � � � � � � � � � � �  �����  ���  ���  �����  ���  ���  � �

�QG µ � � � � � � � � � � �  �����  �����  ���  �����  ���  ���  �����

���� �� -XO\ � � � � � � � � � � � � � �  � �  ���  ���  � � � �  ���  ���  ���

$XJ� � � � � � � � � � � � � � �  � �  ���  ���  � � � �  ���  ���  ���

6HSW� � � � � � � � � � � � � �  ���  ���  ���  � � � �  ���  ���  ���

2FW� � � � � � � � � � � � � � �  ���  ���  ���  � � � �  ���  ���  ���

1RY� � � � � � � � � � � � � � �  ���  ���  ���  � � � �  ���  ���  ���

'HF� � � � � � � � � � � � � � �  �����  ���  ���  � � � �  ���  ���  ���

���� �� -DQ� � � � � � � � � � � � � � �  �����  ���  ���  � � � �  ���  ���  ���

)HE� � � � � � � � � � � � � � �  �����  ���  ���  � � � �  ���  ���  ���

0DU� � � � � � � � � � � � � � �  �����  ���  ���  � � � �  ���  ���  �����

$SU� � � � � � � � � � � � � � �  �����  �����  ���  � � � �  ���  ���  �����

0D\ � � � � � � � � � � � � � �  �����  �����  ���  � � � �  ���  ���  �����

-XQH � � � � � � � � � � � � �  �����  �����  � �  � � � �  ���  ���  �����

-XO\ � � � � � � � � � � � � � ����� ����� � � � � � � ��� ��� ���
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Table a5

Short-term interest rates

86 -DSDQ *HUPDQ\ )UDQFH ,WDO\ 8. &DQDGD

2IILFLDO UHIHUHQFH UDWHV
�HQG�RI�SHULRG GDWD�

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� ��6HSW� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

2FW� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

1RY� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

'HF� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� �� -DQ� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

)HE� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0DU� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$SU� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0D\ � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XQH � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XO\ � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$XJ� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

6HSW� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0RQH\ PDUNHW UDWHV
�SHULRG DYHUDJHV�

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ����� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� ��6HSW� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

2FW� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

1RY� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

'HF� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� �� -DQ� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

)HE� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0DU� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$SU� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0D\ � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XQH � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XO\ � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$XJ� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

6HSW� � � � � � � � � � � � � � � � ���� ���� ���� ���� ���� ���� ����
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Table a6
Long-term interest rates and share price indices
(period averages)

86 -DSDQ *HUPDQ\ )UDQFH ,WDO\ 8. &DQDGD

%RQG UDWHV

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ����� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ����� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� ��6HSW� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

2FW� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

1RY� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

'HF� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� �� -DQ� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

)HE� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0DU� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$SU� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0D\ � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XQH � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XO\ � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$XJ� � � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

6HSW� � � � � � � � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

6KDUH SULFH LQGLFHV

���� � � � � � � � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

���� ��6HSW� � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

2FW� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

1RY� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

'HF� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

���� �� -DQ� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

)HE� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

0DU� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

$SU� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

0D\ � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

-XQH � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

-XO\ � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

$XJ� � � � � � � � � � � � � � � � �  ������ ����� ������ ������ ������ ������ ������

6HSW� � � � � � � � � � � � � � � � ������ ����� ������ ������ ������ ������ ������
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Table a7
Interest rates on international markets and US dollar premium/discount
(period averages)

86
GROODU

-DSDQHVH
\HQ

*HUPDQ
PDUN /LUD 3RXQG

VWHUOLQJ
86

GROODU
-DSDQHVH

\HQ
*HUPDQ
PDUN /LUD 3RXQG

VWHUOLQJ

5DWHV RQ ��PRQWK (XURGHSRVLWV 5DWHV RQ ���PRQWK (XURGHSRVLWV

���� � � � � � � � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � �  ����  ���� ���� ����� ���� ���� ���� ���� ����� ����

���� � � � � � � � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

���� ��6HSW� � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

2FW� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

1RY� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

'HF� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

���� �� -DQ� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

)HE� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

0DU� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

$SU� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

0D\ � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

-XQH � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

-XO\ � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

$XJ� � � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

6HSW� � � � �  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

��PRQWK 86 GROODU
SUHPLXP �����GLVFRXQW ���

���PRQWK 86 GROODU
SUHPLXP �����GLVFRXQW ���

���� � � � � � � � � � � �  ���� ������ ������ ������ ���� ���� ������ ������

���� � � � � � � � � � � �  ���� ���� ������ ������ ���� ���� ������ ������

���� � � � � � � � � � � �  ���� ���� ������ ������ ���� ���� ������ ������

���� � � � � � � � � � � �  ���� ���� ������ ������ ���� ���� ������ ������

���� ��6HSW� � � � �  ���� ���� ������ ������ ���� ���� ������ ������

2FW� � � � � �  ���� ���� ������ ������ ���� ���� ���� ������

1RY� � � � � �  ���� ���� ������ ������ ���� ���� ���� ������

'HF� � � � � �  ���� ���� ������ ������ ���� ���� ���� ������

���� �� -DQ� � � � � �  ���� ���� ������ ������ ���� ���� ���� ������

)HE� � � � � �  ���� ���� ������ ������ ���� ���� ���� ������

0DU� � � � � �  ���� ���� ���� ������ ���� ���� ���� ������

$SU� � � � � �  ����  ����  ����  ������  ����  ����  ���� ������

0D\ � � � � �  ���� ���� ���� ������ ���� ���� ���� ������

-XQH � � � �  ���� ���� ���� ������ ���� ���� ���� ������

-XO\ � � � � �  ���� ���� ���� ������ ���� ���� ���� ������

$XJ� � � � � �  ���� ���� ���� ������ ���� ���� ���� ������

6HSW� � � � � ���� ���� ���� ������ ���� ���� ���� ������
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Table a8

Lira exchange rates and the price of gold

/LUH SHU XQLW RI FXUUHQF\ *ROG

86
GROODU

-DSDQHVH
\HQ

*HUPDQ
PDUN

)UHQFK
IUDQF

3RXQG
VWHUOLQJ

6ZLVV
IUDQF 6'5 (FX

*ROG
�GROODUV

SHU RXQFH�

���� � � � � � � � � � � � � � � �  ������� ������ ������ ������ ������� ������ ������� ������� ������

���� � � � � � � � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� � � � � � � � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� � � � � � � � � � � � � � � �  ������� ������� �������� ������ ������� �������� ������� ������� ������

���� � � � � � � � � � � � � � � �  ������� ������� �������� ������ ������� �������� ������� ������� ������

���� � � � � � � � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� �� �UG TWU� � � � � � �  ������� ������� �������� ������ ������� �������� ������� ������� ������

�WK µ � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� �� �VW TWU� � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

�QG µ � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

�UG µ � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

�WK µ � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� �� �VW TWU� � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

�QG µ � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

�UG µ � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� ��6HSW� � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

2FW� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

1RY� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

'HF� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

���� �� -DQ� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

)HE� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

0DU� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

$SU� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

0D\ � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

-XQH � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

-XO\ � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

$XJ� � � � � � � � � �  ������� ������� ������ ������ ������� �������� ������� ������� ������

6HSW� � � � � � � � � ������� ������� ������ ������ ������� �������� ������� ������� ������
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Table a9
Nominal effective exchange rates
(period averages; indices, 1993=100)

86 -DSDQ *HUPDQ\ )UDQFH ,WDO\ 8. &DQDGD 6ZLW]HUODQG

���� � � � � � � � � � � � � � � �  ����  ����  ���� ���� ����� ����� ����� ����

���� � � � � � � � � � � � � � � �  �����  �����  ����� ����� ����� ����� ����� �����

���� � � � � � � � � � � � � � � �  ����  �����  ����� ����� ���� ����� ���� �����

���� � � � � � � � � � � � � � � �  ����  �����  ����� ����� ���� ���� ���� �����

���� � � � � � � � � � � � � � � �  �����  ����  ����� ����� ���� ���� ���� �����

���� � � � � � � � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

���� �� �UG TWU� � � � � � �  �����  ����  ����� ����� ���� ���� ���� �����

�WK µ � � � � � �  �����  ����  ����� ����� ���� ����� ���� �����

���� �� �VW TWU� � � � � � �  �����  ����  ����� ����� ���� ����� ���� �����

�QG µ � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

�UG µ � � � � � �  �����  ����  ���� ���� ���� ����� ���� �����

�WK µ � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

���� �� �VW TWU� � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

�QG µ � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

�UG µ � � � � � �  �����  ����  ����� ����� ���� ����� ���� �����

���� ��6HSW� � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

2FW� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

1RY� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

'HF� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

���� �� -DQ� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

)HE� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

0DU� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

$SU� � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

0D\ � � � � � � � � �  �����  ����  ����� ����� ���� ����� ���� �����

-XQH � � � � � � � �  �����  ����  ����� ����� ���� ����� ���� �����

-XO\ � � � � � � � � �  �����  ����  ���� ����� ���� ����� ���� �����

$XJ� � � � � � � � � �  �����  ����  ����� ����� ���� ����� ���� �����

6HSW� � � � � � � � � ����� ���� ����� ����� ���� ����� ���� �����
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Table a10
Real effective exchange rates

(period averages; indices, 1993=100)

86 -DSDQ *HUPDQ\ )UDQFH ,WDO\ 8. &DQDGD 6ZLW]HUODQG

���� � � � � � � � � � � � � � � �  ����  ����  ���� ���� ����� ����� ����� ����

���� � � � � � � � � � � � � � � �  �����  �����  ����� ����� ����� ����� ����� �����

���� � � � � � � � � � � � � � � �  ����  �����  ���� ���� ���� ����� ���� �����

���� � � � � � � � � � � � � � � �  ����  �����  ����� ����� ���� ���� ����� �����

���� � � � � � � � � � � � � � � �  �����  ����  ����� ���� ����� ����� ����� �����

���� � � � � � � � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

���� �� �QGTWU� � � � � � �  �����  ����  ���� ���� ����� ���� ����� �����

�UG µ � � � � � �  �����  ����  ����� ���� ����� ����� ����� �����

�WK µ � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

���� �� �VW TWU� � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

�QG µ � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

�UG µ � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

�WK µ � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

���� �� �VW TWU� � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

�QG µ � � � � � �  �����  ����  ���� ���� ����� ����� ���� ����

���� �� -XO\ � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

$XJ� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

6HSW� � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

2FW� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

1RY� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ���� ����

'HF� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

���� �� -DQ� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

)HE� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

0DU� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

$SU� � � � � � � � � �  �����  ����  ���� ���� ����� ����� ����� ����

0D\ � � � � � � � � �  �����  ����  ���� ���� ����� ����� ���� ����

-XQH � � � � � � � �  �����  ����  ���� ���� ����� ����� ���� ����

-XO\ � � � � � � � � � ����� ���� ���� ���� ����� ����� ���� ����
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Table a11
Real effective intra-EU exchange rates

(period averages; indices, 1993=100)

*HUPDQ\ )UDQFH ,WDO\ 8. 6SDLQ 1HWKHUODQGV %HOJLXP

���� � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ����� ���� ����

���� � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  �����  �����  ����� ����� �����

���� � � � � � � � � � � � � � � � � � � � � � � � � �  ����  �����  ����  �����  ���� ���� �����

���� � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  ����  ����  ���� ����� �����

���� � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  �����  ����  ���� ����� �����

���� � � � � � � � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

���� �� �QGTWU� � � � � � � � � � � � � � � � �  ����  ����  �����  ����  ���� ����� �����

�UG µ � � � � � � � � � � � � � � � �  ����  ����  �����  ����  ���� ����� �����

�WK µ � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� �����

���� �� �VW TWU� � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

�QG µ � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

�UG µ � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

�WK µ � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

���� �� �VW TWU� � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

�QG µ � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

���� �� -XO\ � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

$XJ� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� �����

6HSW� � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� �����

2FW� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� �����

1RY� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

'HF� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

���� �� -DQ� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

)HE� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

0DU� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

$SU� � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

0D\ � � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

-XQH � � � � � � � � � � � � � � � � � �  ����  ����  �����  �����  ���� ���� ����

-XO\ � � � � � � � � � � � � � � � � � � � ���� ���� ����� ����� ���� ���� ����
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Table a12
External position of the Italian banking system (1)

(end--of--period outstanding claims in billions of lire)

���� 4� ���� 4� ���� 4�

,QGXVWULDO FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �������  �������  �������

'HYHORSLQJ FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������  ������  ������

/DWLQ $PHULFD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������ ������ ������

$IULFD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����� ����� �����

$VLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����� ����� �����

0LGGOH (DVW � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����� ����� �����

(DVW (XURSHDQ FRXQWULHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  ������

2IIVKRUH FHQWUHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������  ������  ������

,QWHUQDWLRQDO RUJDQL]DWLRQV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  ������ ������

7RWDO � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������� ������� �������

0HPRUDQGXP LWHPV�

$OEDQLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

$UJHQWLQD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  �����

%ROLYLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �  ��  �

%UD]LO � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  �����

%XOJDULD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

&KLOH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

&RORPELD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����� ��� �����

&URDWLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

&]HFK 5HSXEOLF � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

(FXDGRU � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

+XQJDU\ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  �����

,YRU\ &RDVW � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ��  ��  ��

0H[LFR � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  �����

0RURFFR � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

1LJHULD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

3HUX � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ����� ����� �����

3KLOLSSLQHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

3RODQG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

5RPDQLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

5XVVLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  �����

6ORYHQLD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ��  ��

8UXJXD\ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ���  ���  ���

9HQH]XHOD � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �����  �����  �����

��� 6HH WKH ´1RWHV WR WKH VWDWLVWLFDO WDEOHVµ IRU GHWDLOV RQ WKH QHZ PHWKRG RI FDOFXODWLQJ WKH GDWD DGRSWHG LQ WKLV LVVXH�
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Table a13
Sources and uses of income
(percentage changes on previous period)

6RXUFHV 8VHV

*URVV IL[HG LQYHVWPHQW
+RXVH

*'3 ,PSRUWV 7RWDO
%XLOGLQJ

0DFKLQHU\�
HTXLSPHQW

DQG
YHKLFOHV

7RWDO

+RXVH�
KROGV·

FRQVXPS�
WLRQ

2WKHU
GRPHVWLF
XVHV

([SRUWV

$W ���� SULFHV

���� � � � � � � � � � � � � �  ���  ���  ���  �����  �����  �����  ���  ���  ���

���� � � � � � � � � � � � � �  �����  �����  �����  �����  ������  ������  �����  �����  ���

���� � � � � � � � � � � � � �  ���  ���  ���  �����  ���  ���  ���  ���  ����

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ����  ���  ���  �����  ����

���� � � � � � � � � � � � � �  ���  �����  ���  ���  �����  ���  ���  �����  �����

���� � � � � � � � � � � � � �  ���  ����  ���  �����  ���  ���  ���  ���  ���

���� �� �QGTWU� � � � ����� ����� ����� ����� ����� ����� � � ����� �����

�UG µ � � � ��� ��� ��� � � ����� ����� ��� ��� ���

�WK µ � � � ����� ��� ��� ����� ����� ����� ��� ��� ���

���� �� �VW TWU� � � � ��� ����� ����� ����� ��� ����� ��� ����� �����

�QG µ � � � ��� ���� ��� ��� ��� ��� ��� ���� ���

�UG µ � � � ��� ��� ��� � � ��� ��� ��� ����� ���

�WK µ � � � ��� ��� ��� ��� ��� ��� � � ��� �����

���� �� �VW TWU� � � � ����� ��� ��� ����� ��� ��� ��� ��� �����

�QG µ � � � ��� ��� ��� ����� ��� ��� ��� ����� ���

,PSOLFLW SULFHV

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � �  ���  ����  ���  ���  ���  ���  ���  ���  ����

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � �  ���  ����  ���  ���  ���  ���  ���  ���  ����

���� � � � � � � � � � � � � �  ���  �����  ���  ���  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � �  ���  �����  ���  ���  ���  ���  ���  ���  �����

���� �� �QGTWU� � � � ��� ����� ��� ��� ��� ��� ��� ��� �����

�UG µ � � � ��� � � ��� ��� ��� ��� ��� ��� �����

�WK µ � � � ��� ����� ��� ��� ����� ��� ��� ��� ���

���� �� �VW TWU� � � � ��� ����� ��� ��� � � ��� ��� ����� �����

�QG µ � � � ��� ����� ��� ��� ��� ��� ��� ����� ���

�UG µ � � � ��� ��� ��� ��� ��� ��� ��� ��� ���

�WK µ � � � ��� ����� ��� ��� ��� ��� ��� ��� ���

���� �� �VW TWU� � � � ��� ����� ��� ����� ��� ��� ��� ����� �����

�QG µ  � � � ��� ����� � � ��� ��� ��� ��� ����� �����
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Table a14
Industrial production and business opinion indicators
(seasonally adjusted data)

,QGXVWULDO SURGXFWLRQ ,VFR EXVLQHVV RSLQLRQ LQGLFDWRUV

*HQHUDO &RQVXPHU ,QYHVWPHQW ,QWHUPHGLDWH
&KDQJHV LQ OHYHO RI RUGHUV ([SHFWHG

GHPDQG LQ

6WRFNV RI
ILQLVKHG
JRRGV*HQHUDO

LQGH[
&RQVXPHU
JRRGV

,QYHVWPHQW
JRRGV

,QWHUPHGLDWH
JRRGV

GRPHVWLF IRUHLJQ WRWDO

S
GHPDQG LQ
��� PRQWKV

JRRGV
YLV�j�YLV
QRUPDO

�LQGLFHV� ���� ���� �DYHUDJH EDODQFH RI PRQWKO\ UHVSRQVHV�

���� � � � � � � � � � � � � �  ����  �����  ����  ���� ������ ������ ������ ���� ���
���� � � � � � � � � � � � � �  ����  �����  ����  ���� ������ ������ ������ ��� ���
���� � � � � � � � � � � � � �  ����  ����  ����  ���� ������ ������ ������ ��� ���
���� � � � � � � � � � � � � �  �����  �����  ����  �����  ������  ���  �����  ����  �����
���� � � � � � � � � � � � � �  �����  �����  �����  ����� ����� ���� ��� ���� �����
���� � � � � � � � � � � � � �  �����  �����  �����  �����  ������  ������  ������ ��� ���
���� � � � � � � � � � � � � �  �����  �����  �����  ����� ������ ����� ����� ���� �����

���� �� �VW TWU� � � � �  ����  �����  ����  ���� ������ ������ ������ ��� ���
�QG µ � � � �  ����  ����  ����  ���� ������ ������ ������ ���� ���
�UG µ � � � �  ����  ����  ����  ���� ������ ������ ������ ���� ���
�WK µ � � � �  ����  �����  ����  ����� ������ ������ ������ ���� ���

���� �� �VW TWU� � � � �  �����  �����  ����  ����� ������ ������ ������ ���� ����
�QG µ � � � �  �����  �����  ����  ����� ������ ������ ������ ��� ����
�UG µ � � � �  ����  ����  ����  ���� ������ ������ ������ ����� ���
�WK µ � � � �  ����  �����  ����  ���� ������ ������ ������ ����� ���

���� �� �VW TWU� � � � �  ����  �����  ����  ���� ������ ������ ������ ����� ���
�QG µ � � � �  ����  ����  ����  ���� ������ ������ ������ ����� ���
�UG µ � � � �  ����  ����  ����  ���� ������ ������ ������ ��� ���
�WK µ � � � �  ����  ����  ����  ���� ������ ����� ������ ���� ���

���� �� �VW TWU� � � � �  ����  �����  ����  ���� ������ ����� ������ ���� �����
�QG µ � � � �  �����  �����  ����  ����� ������ ��� ����� ���� �����
�UG µ � � � �  �����  �����  ����  �����  ������  ����  �����  ����  �����
�WK µ � � � �  �����  �����  ����  ����� ����� ���� ��� ���� �����

���� �� �VW TWU� � � � �  �����  �����  ����  ����� ����� ���� ��� ���� �����
�QG µ � � � �  �����  �����  ����  ����� ����� ���� ��� ���� ���
�UG µ � � � �  �����  �����  �����  ����� ����� ���� ��� ���� �����
�WK µ � � � �  �����  �����  �����  ����� ������ ��� ����� ���� ���

���� �� �VW TWU� � � � �  �����  �����  �����  ����� ������ ����� ������ ��� ���
�QG µ � � � �  �����  �����  �����  �����  ������  ������  ������  ���  ���
�UG µ � � � �  �����  �����  �����  ����� ������ ������ ������ ��� ���
�WK µ � � � �  �����  �����  �����  ����� ������ ������ ������ ��� �����

���� �� �VW TWU� � � � �  �����  �����  �����  ����� ������ ������ ������ ���� �����
�QG µ � � � �  �����  �����  �����  ����� ������ ����� ������ ���� � �
�UG µ � � � �  �����  �����  �����  ����� ������ ����� ����� ���� �����
�WK µ � � � �  �����  �����  �����  ����� ����� ����� ����� ���� �����

���� �� �VW TWU� � � � �  �����  �����  �����  �����  �����  ���  �����  ����  �����
�QG µ � � � � ����� ����� ����� ����� ������ ����� ����� ���� ���
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Table a15
Labour market statistics
(thousands of units and percentages)

(PSOR\PHQW
8QHP 3DUWLFL

$JULFXOWXUH
,QGXVWU\
H[FOXGLQJ

FRQVWUXFWLRQ

&RQVWUXF�
WLRQ 2WKHU 7RWDO

8QHP�
SOR\PHQW

/DERXU
IRUFH

8QHP�
SOR\PHQW

UDWH

3DUWLFL�
SDWLRQ
UDWH

���� � � � � � � � � � � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� � � � � � � � � � � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� � � � � � � � � � � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� � � � � � � � � � � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� � � � � � � � � � � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� �� �VW TWU� � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ��� ����

�QG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�UG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�WK µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� �� �VW TWU� � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�QG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�UG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�WK µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� �� �VW TWU� � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�QG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�UG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�WK µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� �� �VW TWU� � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�QG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�UG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�WK µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� �� �VW TWU� � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�QG µ � � � � � � �  �����  �����  ����� ������ ������ ����� ������ ���� ����

�UG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�WK µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

���� �� �VW TWU� � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�QG µ � � � � � � �  ����� ����� ����� ������ ������ ����� ������ ���� ����

�UG µ � � � � � � � ����� ����� ����� ������ ������ ����� ������ ���� ����
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Table a16
General index of consumer prices (1)
(percentage change on year--earlier period)

*RRGV DQG VHUYLFHV QRW VXEMHFW WR SULFH FRQWUROV *RRGV DQG VHUYLFHV VXEMHFW WR SULFH FRQWUROV

1RQ�IRRG DQG QRQ�
HQHUJ\ SURGXFWV

6HU

7RWDO
H[FOXG�
LQJ
IRRG

DQG HQ�
HUJ\
SURG

)RRG SURGXFWV

(QHUJ\ *RRGV

8WLOLW\ FKDUJHV

2YHUDOO
LQGH[

H[FOXG�
LQJ
FDUV

6HU�
YLFHV

J\
SURG�
XFWV
DQG
LWHPV
VXEMHFW
WR SULFH
FRQ�
WUROV

3UR�
FHVVHG

1RW
SUR�

FHVVHG
7RWDO

(QHUJ\
SURG�
XFWV

7RWDO *RRGV
���

RI
ZKLFK�
HQHUJ\

5HQWV 7RWDO
LQGH[
���

:HLJKWV ��� ���� ���� ���� ���� ���� ��� ���� ��� ���� ��� ���� ��� ��� ���� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���

���� � � � � � � ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� �� -DQ� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���

)HE� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���

0DU� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

$SU� � ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ��� ��� ���

0D\ � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

-XQH ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

-XO\ � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

$XJ� ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

6HSW� ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

2FW� � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

1RY� ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

'HF� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

���� �� -DQ� � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

)HE� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

0DU� � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

$SU� � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

0D\ � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

-XQH ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���

-XO\ � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ����� ��� ��� ���
$XJ� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ����� ��� ��� ���

6RXUFH� %DVHG RQ ,VWDW GDWD�
��� 6XQGU\ EDVHV� IRU ���� WKH FRPSDULVRQ LV ZLWK WKH �����EDVHG LQGH[� ZLWK WKH DYHUDJH IRU ���� VHW HTXDO WR ���� �� ��� :LWK UHIHUHQFH WR ���� ���� �� ��� 0HGLFLQHV� VDOW DQG WREDFFR

SURGXFWV� ,Q WKH FDVH RI PHGLFLQHV� WKH UHIHUHQFH LV WR WKH DJJUHJDWH FDOFXODWHG E\ ,VWDW� DURXQG RQH WKLUG RI WKLV FRQVLVWV RI SURGXFWV LQ WKH VR�FDOOHG ´& EDQGµ� WKH SULFHV RI ZKLFK DUH
XQUHJXODWHG� :DWHU� HOHFWULFLW\ DQG JDV DUH LQFOXGHG XQGHU XWLOLW\ FKDUJHV� �� ��� &KDQJHV SXEOLVKHG E\ ,VWDW� FDOFXODWHG RQ LQGLFHV URXQGHG WR WKH ILUVW GHFLPDO SODFH�
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Table a17
Index of consumer prices for worker and employee households (1)
(percentage change on year--earlier period)

*RRGV DQG VHUYLFHV QRW VXEMHFW WR SULFH FRQWUROV *RRGV DQG VHUYLFHV VXEMHFW WR SULFH FRQWUROV

1RQ�IRRG DQG QRQ�
HQHUJ\ SURGXFWV

6HU

7RWDO
H[FOXG�
LQJ
IRRG

DQG HQ�
HUJ\
SURG

)RRG SURGXFWV

(QHUJ\ *RRGV

8WLOLW\ FKDUJHV

2YHUDOO
LQGH[

H[FOXG�
LQJ
FDUV

6HU�
YLFHV

J\
SURG�
XFWV
DQG
LWHPV
VXEMHFW
WR SULFH
FRQ�
WUROV

3URFHV�
VHG

1RW
SUR�

FHVVHG
7RWDO

(QHUJ\
SURG�
XFWV

7RWDO *RRGV
���

RI
ZKLFK�
HQHUJ\

5HQWV 7RWDO
LQGH[
���

:HLJKWV ��� ���� ���� ���� ���� ���� ��� ���� ��� ���� ��� ���� ��� ��� ���� �����

���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ���� ��� ��� ��� ��� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ����� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���
���� � � � � � � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���

���� �� -DQ� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���
)HE� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���
0DU� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ���
$SU� � ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ����� ��� ��� ���
0D\ � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ����� ��� ��� ���
-XQH ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ����� ��� ��� ���
-XO\ � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���
$XJ� ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���
6HSW� ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���
2FW� � ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���
1RY� ��� ��� ��� ��� ��� ����� ����� ��� ��� ��� ��� ��� ��� ��� ���
'HF� ��� ��� ��� ��� ��� ����� ����� ����� ��� ��� ��� ��� ��� ��� ���

���� �� -DQ� � ��� ��� ��� ��� ��� ����� ��� ����� ��� ��� ��� ��� ��� ��� ���
)HE� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���
0DU� � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���
$SU� � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���
0D\ � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���
-XQH ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ��� ��� ��� ���
-XO\ � ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ����� ��� ��� ���
$XJ� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ����� ��� ��� ���
6HSW� ��� ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ����� ��� ��� ���

6RXUFH� %DVHG RQ ,VWDW GDWD�
��� ([FOXGLQJ WREDFFR SURGXFWV� 6XQGU\ EDVHV� IRU ���� WKH FRPSDULVRQ LV ZLWK WKH �����EDVHG LQGH[� ZLWK WKH DYHUDJH IRU ���� VHW HTXDO WR ���� �� ��� :LWK UHIHUHQFH WR ���� ���� ��
��� 0HGLFLQHV DQG VDOW� ,Q WKH FDVH RI PHGLFLQHV� WKH UHIHUHQFH LV WR WKH DJJUHJDWH FDOFXODWHG E\ ,VWDW� DURXQG RQH WKLUG RI WKLV FRQVLVWV RI SURGXFWV LQ WKH VR�FDOOHG ´& EDQGµ� WKH SULFHV RI
ZKLFK DUH XQUHJXODWHG� :DWHU� HOHFWULFLW\ DQG JDV DUH LQFOXGHG XQGHU XWLOLW\ FKDUJHV� �� ��� &KDQJHV SXEOLVKHG E\ ,VWDW� FDOFXODWHG RQ LQGLFHV URXQGHG WR WKH ILUVW GHFLPDO SODFH�
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Table a18

Harmonized index of consumer prices
(percentage change on year--earlier period)

1RQ�IRRG DQG QRQ�
HQHUJ\ SURGXFWV 6HUYLFHV 7RWDO QHW

RI IRRG
DQG

)RRG SURGXFWV
(QHUJ\ 7RWDO

H[FOXGLQJ
FDUV

H[FOXGLQJ
UHQWV

DQG
HQHUJ\
SURGXFWV

3URFHVVHG 1RW
SURFHVVHG

7REDFFR
SURGXFWV

(QHUJ\
SURGXFWV 7RWDO

:HLJKWV ��� ���� ���� ���� ���� ���� ��� ���� ��� ���� ��� �����

���� � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ���  ���  ���

���� � � � � � � �  ���  ���  ���  ���  ���  ���  �����  ���  ���  ���  ���

���� �� -DQ� ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

)HE� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

0DU� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

$SU� � ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ���

0D\ � ��� ��� ��� ��� ��� ��� ����� ��� ����� ��� ���

-XQH ��� ��� ��� ��� ��� ��� ����� ��� ����� ��� ���

-XO\ � ��� ��� ��� ��� ��� ��� ����� ��� ����� ��� ���

$XJ� � ��� ��� ��� ��� ��� ��� ����� ��� ����� ��� ���

6HSW� ��� ��� ��� ��� ��� ��� ����� ��� ����� ��� ���

2FW� � ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ���

1RY� � ��� ��� ��� ��� ��� ��� ����� ��� ��� ��� ���

'HF� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� �� -DQ� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

)HE� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

0DU� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

$SU� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

0D\ � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

-XQH ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

-XO\ � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

$XJ� � ��� ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

6RXUFH� %DVHG RQ (XURVWDW GDWD�
��� (DFK -DQXDU\� (XURVWDW UHYLVHV WKH ZHLJKWV RI HDFK HOHPHQWDU\ LWHP� ZKLFK ZHUH LQLWLDOO\ GHWHUPLQDWHG LQ UHODWLRQ WR WKH VWUXFWXUH RI FRQVXPSWLRQ LQ ����� LQ DFFRUGDQFH ZLWK WKH

FKDQJHV LQ WKH �� PRQWKV HQGLQJ LQ WKH SUHYLRXV 'HFHPEHU� 7KH VXP RI WKH ZHLJKWV LV VHW HTXDO WR ���� 7KH ZHLJKWV LQ WKH WDEOH DUH WKRVH IURP -DQXDU\ �����
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Table a19
Index of producer prices of manufactures sold in the domestic market (1)
(percentage changes on corrisponding period)

1RQ�HQHUJ\ SURGXFWV

&RQVXPHU JRRGV QRW VXEMHFW WR SULFH FRQWUROV ���
(QHUJ\ 2YHUDOO

1RQ�IRRG SURGXFWV
)RRG

,QYHVWPHQW
G

,QWHUPHGLDWH
G

2WKHU
G ��� 7RWDO

(QHUJ\
SURGXFWV

2YHUDOO
LQGH[

H[FOXGLQJ
FDUV

)RRG
SURGXFWV 7RWDO

HVW H W
JRRGV

WH HG DWH
JRRGV

2W H
JRRGV ��� 7RWDO SURGXFWV LQGH[

:HLJKWV ��� ���� ���� ���� ���� ��� ���� ��� ���� ���� �����

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ���� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ���� ��� ��� ��� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ����� ��� ��� ��� ���

���� � � � � � � � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

���� �� -DQ� � � � � � � � ��� ��� ��� ��� ��� ����� ����� ����� ��� ���

)HE� � � � � � � � ��� ��� ��� ��� ��� ����� ����� ��� ��� ���

0DU� � � � � � � � ��� ��� ��� ��� ��� ����� ��� ��� ��� ���

$SU� � � � � � � � ��� ��� ����� ��� ��� ����� ��� ��� ��� ���

0D\ � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

-XQH � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

-XO\ � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

$XJ� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

6HSW� � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

2FW� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

1RY� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ��� ���

'HF� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

���� �� -DQ� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

)HE� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

0DU� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

$SU� � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

0D\ � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

-XQH � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

-XO\ � � � � � � � ��� ��� ��� ��� ��� ��� ��� ��� ����� ���

$XJ� � � � � � � � ��� ��� ��� ��� ��� ����� ��� ��� ����� �����

6RXUFH� %DVHG RQ ,VWDW GDWD�
��� 6XQGU\ EDVHV� )RU ���� WKH FRPSDULVRQ LV ZLWK WKH �����EDVHG LQGH[� ZLWK WKH DYHUDJH IRU ���� VHW HTXDO WR ���� �� ���:LWK UHIHUHQFH WR ���� ���� �� ��� ([FOXGHV WREDFFR SURGXFWV

DQG PHGLFLQHV� �� ��� ,QFOXGHV WREDFFR SURGXFWV DQG PHGLFLQHV� WKH SULFHV RI ZKLFK DUH VXEMHFW WR RIILFLDO FRQWURO� ,Q WKH DEVHQFH RI HOHPHQWDU\ LQGLFHV IRU PHGLFLQHV� WKH UHIHUHQFH LV WR WKH
,VWDW DJJUHJDWH ´&KHPLFDO� SKDUPDFHXWLFDO DQG PHGLFDO SURGXFWVµ� ZKLFK LQFOXGHV JRRGV ZLWK XQUHJXODWHG SULFHV�
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Table a20
Exports of manufactures: average unit values in lire (1)
(percentage changes on corresponding period)

1RQ�HQHUJ\ SURGXFWV

&RQVXPHU JRRGV ���
(QHUJ\ 2YHUDOO

1RQ�IRRG SURGXFWV
)RRG

,QYHVWPHQW
JRRGV

,QWHUPHGLDWH
JRRGV

2WKHU
JRRGV 7RWDO

(QHUJ\
SURGXFWV

2YHUDOO
LQGH[

H[FOXGLQJ
FDUV

)RRG
SURGXFWV 7RWDO JRRGV JRRGV JRRGV

���
7RWDO S

���� � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ������  ���  ���  ���

���� � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � � �  ���  ���  �����  ���  ���  ���  ����  ���  �����  ���

���� � � � � � � � � � � � � � �  ���  ���  �����  ���  ���  ���  �����  ���  �����  ���

���� � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  �����  ����  ���  �����  ���

���� � � � � � � � � � � � � � �  ����  ����  ���� ���� ���� ���� ���� ���� ���� ����

���� � � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ���  ���

���� � � � � � � � � � � � � � �  ���  ���  ���� ��� ��� ���� ����� ��� ���� ���

���� � � � � � � � � � � � � � �  ���  ����  ���  ���  ���  �����  ����  ���  �����  ���

���� � � � � � � � � � � � � � �  �����  �����  �����  �����  �����  �����  ���  �����  ���  �����

���� �� -DQ� � � � � � � � �  �����  �����  �����  �����  �����  �����  ������  �����  ���  �����

)HE� � � � � � � � �  �����  �����  �����  �����  �����  �����  ����  �����  ���  �����

0DU� � � � � � � � �  �����  �����  �����  �����  �����  �����  ����  �����  �����  �����

$SU� � � � � � � � �  �����  �����  �����  �����  ���  �����  ����  �����  �����  �����

0D\ � � � � � � � �  �����  �����  �����  �����  �����  �����  ���  �����  �����  �����

-XQH � � � � � � �  ���  ���  �����  ���  �����  �����  �����  �����  �����  �����

-XO\ � � � � � � � �  �����  �����  �����  �����  �����  �����  ���  �����  ���  �����

$XJ� � � � � � � � �  �����  �����  �����  �����  ���  �����  �����  �����  ����  ���

6HSW� � � � � � � �  �����  �����  �����  �����  ���  ���  ����  ���  ����  ���

2FW� � � � � � � � �  �����  �����  �����  �����  �����  ���  ����  ���  ���  ���

1RY� � � � � � � � �  �����  �����  �����  �����  �����  ���  ����  ���  ���  ���

'HF� � � � � � � � �  ���  ���  ���  ���  ���  ���  ������  ���  �����  ���

���� �� -DQ� � � � � � � � �  ���  ���  ���  ���  ���  ���  ����  ���  ���  ���

)HE� � � � � � � � �  �����  �����  �����  �����  �����  ���  ����  ���  ������  �����

0DU� � � � � � � � �  �����  ���  ���  ���  �����  ���  �����  ���  ���  ���

$SU� � � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  �����  ���

0D\ � � � � � � � �  �����  �����  �����  �����  ���  ���  ���  ���  �����  ���

6RXUFH� %DVHG RQ ,VWDW GDWD�
��� (DFK JRRG LV DOORFDWHG WR WKH FDWHJRU\ LQ WKH WDEOH FRUUHVSRQGLQJ WR WKH SUHGRPLQDQW HFRQRPLF XVH RI WKDW JRRG� �� ��� ([FOXGLQJ WREDFFR SURGXFWV DQG PHGLFLQHV� �� ��� ,QFOXGHV

WREDFFR SURGXFWV DQG PHGLFLQHV� ,Q WKH DEVHQFH RI HOHPHQWDU\ LQGLFHV IRU PHGLFLQHV� WKH UHIHUHQFH LV WR WKH ,VWDW DJJUHJDWH ´3KDUPDFHXWLFDO SURGXFWVµ�
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Table a21
Imports of manufactures: average unit values in lire (1)
(percentage changes on corresponding period)

1RQ�HQHUJ\ SURGXFWV

&RQVXPHU JRRGV QRW VXEMHFW WR SULFH FRQWUROV ���
(QHUJ\ 2YHUDOO

1RQ�IRRG SURGXFWV
)RRG

,QYHVWPHQW
JRRGV

,QWHUPHGLDWH
JRRGV

2WKHU
JRRGV 7RWDO

(QHUJ\
SURGXFWV

2YHUDOO
LQGH[

H[FOXGLQJ
FDUV

)RRG
SURGXFWV 7RWDO JRRGV JRRGV JRRGV

���
7RWDO S

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  �����  ���

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���  ����  ���  ����  ���

���� � � � � � � � � � � � � �  ���  �����  �����  ���  �����  �����  ����  �����  ���  �����

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ���  �����  ���  �����  �����  �����

���� � � � � � � � � � � � � �  ���  �����  ���  ���  ���  �����  ����  ���  �����  �����

���� � � � � � � � � � � � � �  ���  ����  ����  ���  ����  ���  ���  ����  ����  ����

���� � � � � � � � � � � � � �  �����  �����  ���  ���  ���  ���  ������  ���  ���  ���

���� � � � � � � � � � � � � �  ���  ���  ���  ���  ���  ���� ����� ���� ���� ����

���� � � � � � � � � � � � � �  ���  ���  �����  ���  ���  �����  ����  �����  ���  �����

���� � � � � � � � � � � � � �  �����  �����  ���  �����  �����  �����  �����  �����  ���  ���

���� �� -DQ� � � � � � � �  �����  �����  �����  �����  �����  ������  ������  �����  ���  �����

)HE� � � � � � � �  �����  �����  �����  �����  �����  �����  �����  �����  ����  �����

0DU� � � � � � � �  �����  �����  ���  �����  �����  �����  ���  �����  ���  �����

$SU� � � � � � � �  �����  �����  �����  �����  �����  �����  �����  �����  ���  �����

0D\ � � � � � � �  �����  �����  ���  �����  ���  �����  ���  �����  ���  �����

-XQH � � � � � �  �����  �����  �����  �����  ���  �����  ����  ���  ���  ���

-XO\ � � � � � � �  �����  �����  ���  �����  ���  ���  ���  ���  ���  ���

$XJ� � � � � � � �  ���  ���  ���  ���  �����  ���  ������  ���  ����  ���

6HSW� � � � � � �  ���  ���  ���  ���  ���  ���  ������  ���  ���  ���

2FW� � � � � � � �  �����  ���  ���  ���  �����  ���  ���  ���  �����  ���

1RY� � � � � � � �  �����  ���  ���  ���  �����  ���  ����  ���  �����  ���

'HF� � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  �����  ���

���� �� -DQ� � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ������  ���

)HE� � � � � � � �  ���  ���  ���  ���  ���  ���  �����  ���  ������  ���

0DU� � � � � � � �  ���  ���  ���  ���  �����  ���  �����  ���  �����  ���

$SU� � � � � � � �  ���  ���  ���  ���  ���  ���  ���  ���  ������  �����

0D\ � � � � � � �  ���  ���  �����  ���  �����  �����  ���  �����  ������  �����

6RXUFH� %DVHG RQ ,VWDW GDWD�
��� (DFK JRRG LV DOORFDWHG WR WKH FDWHJRU\ LQ WKH WDEOH FRUUHVSRQGLQJ WR WKH SUHGRPLQDQW HFRQRPLF XVH RI WKDW JRRG� �� ��� ([FOXGHV WREDFFR SURGXFWV DQG PHGLFLQHV� �� ��� ,QFOXGHV

WREDFFR SURGXFWV DQG PHGLFLQHV� WKH FRQVXPHU SULFHV RI ZKLFK DUH VXEMHFW WR RIILFLDO FRQWURO� ,Q WKH DEVHQFH RI HOHPHQWDU\ LQGLFHV IRU PHGLFLQHV� WKH UHIHUHQFH LV WR WKH ,VWDW DJJUHJDWH
´3KDUPDFHXWLFDO SURGXFWVµ� ZKLFK LQFOXGHV JRRGV ZLWK XQUHJXODWHG SULFHV�



122

Table a22
Balance of payments
(balances in billions of lire)

&XUUHQW LWHPV &DSLWDO IORZV
(UURUV &KDQJH

*RRGV
,QYLVLEOH LWHPV

7RWDO 1RQ EDQN %DQN 7RWDO

(UURUV
DQG

RPLVVLRQV

&KDQJH
LQ RIILFLDO
UHVHUYHV*RRGV

6HUYLFHV ,QFRPHV 7UDQVIHUV
7RWDO 1RQ�EDQN %DQN 7RWDO RPLVVLRQV UHVHUYHV

���� � � � � � � � � � � �  ������ ����� �������� ������� ������ ������ �������� ������� �������� �������

���� � � � � � � � � � � �  ������ ����� �������� �������� ������ ������ �������� ������� �������� ��������

���� � � � � � � � � � � �  ������ ����� �������� ������� ������ ���������� ������ ���������� ���������� ��������

���� �� �QGTWU� � � ������ ����� ������� ������� ������ ������ �������� ����� ����� ��������

�UG µ � � ������ ����� ������� ������� ������ ��� �������� �������� �������� �����

�WK µ � � ������ ����� ������� ������� ������ ������ �������� ������� ������� �����

���� �� �VW TWU� � � ������ ����� ������� ����� ������ �������� ������ ������ �������� ���

�QG µ � � ������ ����� ������� ������� ������ ������ �������� �������� ������ �����

�UG µ � � ������ ����� ������� ������� ������ ������� ������ ������� ��������� ��������

�WK µ � � ������ ����� ������� ����� ������ ���������� ������ ��������� ��������� �������

���� �� �VW TWU� � � ������ ������� ������� ����� ����� ���������� ������ �������� ���������� �����

�QG µ � � ������ ����� ������� ������� ������ �������� �������� ���������� ���������� ������

���� �� $XJ� � � � � �  �����  ���  �����  �����  �����  �����  �������� �������� ����� �����

6HSW� � � � �  �����  ���  �������  �����  �����  �����  ������� ����� ������� �������

2FW� � � � � �  ������ ���� ������� ������� ����� ������ ������� ����� ������� �������

1RY� � � � � �  �����  �����  �������  �������  �����  �����  �������� ������� ������� �����

'HF� � � � � �  �����  ����  �������  �������  �����  ������ �������� ������� ��� �����

���� �� -DQ� � � � � �  �����  ����  �������  �����  �����  ��������  ������ ����� �������� �������

)HE� � � � � �  �����  ����  �������  �����  �����  �����  ���  �����  �������  �����

0DU� � � � � �  �����  �����  �������  �����  �����  �������  ����� ���� ������� �����

$SU� � � � � �  ����� ���� ������� ����� ����� ������� ������� ������� ����� �����

0D\ � � � � �  �����  ���  �������  �������  �����  ������ �������� ������� ��� �������

-XQH � � � �  �����  �����  �������  �������  �����  �����  �������� �������� ����� �����

-XO\ � � � � �  ������ ����� ������� � ������ ��������� ����� ��������� ������� ��������

$XJ� � � � � �  �����  ���  �������  �������  �����  ��������� ������ ������� ��������� �������

6HSW� � � � �  �����  ���  �������  �����  �����  ������� ����� �������� ��������� �������

2FW� � � � � �  �����  ���  �������  �����  �����  ��������� ��� ��������� ��������� �����

1RY� � � � � �  �����  �����  �����  �����  �����  ���������� ������ ������� ��������� �����

'HF� � � � � �  �����  �����  �����  ���  �����  ��������� ������� ��������� ������� �������

���� �� -DQ� � � � � �  �����  �������  �������  �������  �������  ���������� ������ ������� ��������� �����

)HE� � � � � �  �����  �����  �����  �����  �����  ������� ����� ������� ��������� �������

0DU� � � � � �  �����  �����  �������  �����  �����  ���������� ������ ������� ���������� ���

$SU� � � � � �  �����  �����  �������  �������  �����  ������� ������ ������� ��������� �����

0D\ � � � � �  �����  ��  �������  �����  �����  �������� ������� ����� ���������� �����

-XQH � � � �  �����  �����  �������  �����  �����  ������� �������� ���������� ������� �����

-XO\ � � � � �  ���� ���� ���� ���� ���� ���������� �������� ��������� ���� �������

$XJ� � � � � � ���� ���� ���� ���� ���� ������� ��������� ������� ���� �������



123

Table a23

External position of BI-UIC

6KRUW�WHUP DVVHWV 0HGLXP DQG ORQJ�WHUP SRVLWLRQ

6KRUW�
WHUP

$VVHWV 5HVHUYH
SRVLWLRQ *ROG 2YHUDOO

&RQYHUWLEOH
FXUUHQFLHV

2IILFLDO
HFXV 6'5V 7RWDO

WHUP
OLDELOLWLHV

7RWDO
RI ZKLFK�
IRUHLJQ

VHFXULWLHV

/LDELOLWLHV

SRVLWLRQ
LQ WKH
,0)

*ROG 2YHUDOO
SRVLWLRQ

�ELOOLRQV RI OLUH�

���� �� 'HF� � � � ������ ����� ��� ������ ��� ����� ����� ����� ����� ������ ������

���� �� 'HF� � � � ������ ����� � ������ ����� ����� ����� ����� ����� ������ ������

���� �� 'HF� � � � ������ ������ �� ������ ��� ����� ����� ����� ����� ������ �������

���� �� $XJ� � � � ������ ������ �� ������ ��� ����� ����� ����� ����� ������ �������

6HSW� � � ������ ������ �� ������ ��� ����� ����� ����� ����� ������ �������

2FW� � � � ������ ������ �� ������ ��� ����� ����� ����� ����� ������ �������

1RY� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

'HF� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

���� �� -DQ� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

)HE� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

0DU� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

$SU� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

0D\ � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

-XQH � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

-XO\ � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

$XJ� � � � ������ ������ ��� ������ ��� ����� ����� ����� ����� ������ �������

�PLOOLRQV RI GROODUV�

���� �� 'HF� � � � ������ ����� ��� ������ ��� ����� ����� ����� ����� ������ ������

���� �� 'HF� � � � ������ ����� � ������ ����� ����� ����� ����� ����� ������ ������

���� �� 'HF� � � � ������ ������ �� ������ ��� ����� ����� ����� ����� ������ ������

���� �� $XJ� � � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

6HSW� � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

2FW� � � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

1RY� � � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

'HF� � � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

���� �� -DQ� � � � ������ ����� �� ������ �� ����� ����� ��� ����� ������ ������

)HE� � � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

0DU� � � � ������ ����� �� ������ �� ����� ����� ��� ����� ������ ������

$SU� � � � ������ ����� �� ������ ��� ����� ����� ��� ����� ������ ������

0D\ � � � ������ ����� ��� ������ ��� ����� ����� ��� ����� ������ ������

-XQH � � ������ ����� ��� ������ ��� ����� ����� ��� ����� ������ ������

-XO\ � � � ������ ����� ��� ������ ��� ����� ����� ��� ����� ������ ������

$XJ� � � � ������ ����� ��� ������ ��� ����� ����� ��� ����� ������ ������
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Table a24
State sector borrowing requirement
(billions of lire)

%XGJHW
7UHDVXU\

/HQGLQJ
E\ WKH

$1$6�
WKH 6WDWH *URVV 6HWWOHPHQWV

RI SDVW
3ULYDWL]DWLRQ 1HW

5HFHLSWV
3D\PHQWV

���� %DODQFH

7UHDVXU\
RSHUDWLRQV

E\ WKH
'HSRVLWV
DQG /RDQV

)XQG

WKH 6WDWH
)RUHVWV
DQG RWKHU
ERGLHV

*URVV
ERUURZLQJ
UHTXLUHPHQW

RI SDVW
GHEWV
����

3ULYDWL]DWLRQ
UHFHLSWV

����

1HW
ERUURZLQJ
UHTXLUHPHQW

���� � � � � � � � � � �  �������  �������  ���������  ��������  �������  �������  ���������  ����  �����  ���������

���� � � � � � � � � � �  �������  �������  ���������  ��������  �������  �������  ���������  ����  ��  ���������

���� � � � � � � � � � �  �������  �������  ���������  �������  ��������  ���  ��������� ��������  ��  ���������

���� � � � � � � � � � �  �������  �������  ���������  �����  ��������  �����  ���������  �������  �����  ���������

���� � � � � � � � � � �  �������  �������  ���������  �����  ��������  �������  ���������  �������  �����  ���������

���� � � � � � � � � � �  �������  �������  ���������  �����  ��������  �����  ��������� ��������  �����  ���������

���� � � � � � � � � � �  �������  �������  ������  ��������  �������  �����  ��������  ���  ������  ��������

���� �� �VW TWU� � � ������� ������� ����� �������� ������� ����� �������� �� ������� ��������

�QG µ � � � ������� ������� ������ �������� ������� ��� ������� ����� ������� �������

�UG µ � � � ������� ������� �������� ������ ����� �� �������� ������� ������ ��������

�WK µ � � � ������� ������� ����� ������ ������� ����� ������ ����� ������ �������

���� �� �VW TWU� � � ������� ������� ����� �������� �� � �������� ����� ���� ��������

�QG µ � � � ������� ������� �������� ������ ������� ��� �������� ������� ������� ��������

�UG µ � � � ������� ������� ������ �������� ������� �� ��� ������� ������ ��������

���� ��6HSW� � � � �  ������  ������  ��������  �������  �����  ��  ��������  �����  ��  ��������

2FW� � � � ������ ������ �������� ��� ����� ��� �������� ����� �� ��������

1RY� � � � �  ������  ������  ������  �������  �����  ��  ������  �����  ������  ��������

'HF� � � � �  �������  ������  �����  ������  �����  ���  ������  �����  �������  ������

���� �� -DQ� � � � �  ������  ������  �����  �������  ���  ��  �����  �����  ����  �����

)HE� � � � �  ������  ������  �����  ��������  �����  ��  �������  �����  ��  �������

0DU� � � � �  ������  ������  ��������  ��������  �����  �  ��������  �����  ��  ��������

$SU� � � � �  ������  ������  ��������  ������  �����  ���  ��������  �����  �������  ��������

0D\ � � � �  ������  ������  ��������  �����  �����  ��  ��������  �����  ��  ��������

-XQH � � � �  ������  ������  �������  ������  �����  ���  ������  �������  �������  ������

-XO\ � � � �  ������  ������  ������  �������  �����  ��  ������  �������  ������  �����

$XJ� � � � �  ������  ������  �����  ����  �����  ��  �����  �����  �  �����

6HSW� � � � � ������ ������ �������� ������� ����� �� �������� ���� � ��������
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Table a25
Financing of the state sector borrowing requirement
(billions of lire)

0HGLXP DQG
ORQJ WHUP

%27V
DQG

%,�8,& ILQDQFLQJ RWKHU WKDQ
VHFXULWLHV SXUFKDVHV

32 )RUHLJQ 2WKHU
*URVV

ERUURZLQJ
HG X D G
ORQJ�WHUP
VHFXULWLHV

2 V
DQG
%7(V &XUUHQW

DFFRXQWV 2WKHU

32
GHSRVLWV

)RUHLJQ
ORDQV 2WKHU

* RVV
ERUURZLQJ
UHTXLUHPHQW

���� � � � � � � � � � � � � � � �  ������� ������ ����� ��� ����� ����� ����� �������

���� � � � � � � � � � � � � � � �  ������ ������ ����� ����� ����� ��� ����� �������

���� � � � � � � � � � � � � � � �  ������� ����� �������� ��� ����� ������ ����� �������

���� � � � � � � � � � � � � � � �  ������� ������ ��������� ������� ������ ����� ������� �������

���� � � � � � � � � � � � � � � �  ������ ������� ������� ����� ������ ������ ����� �������

���� � � � � � � � � � � � � � � �  ������� �������� ������ ��� ������ ������ ������� �������

���� � � � � � � � � � � � � � � �  ������ �������� ������� ��� ������ ����� ����� ������

���� �� �VW TWU� � � � � � �  ������ �������� ����� ������� ����� ����� ����� ������

�QG µ  � � � � � �  ������ �������� ������� ����� ����� ����� ����� �����

�UG µ  � � � � � �  ������ �������� ����� ��� ����� ����� ����� ������

�WK µ  � � � � � �  �����  �������� ����� ����� ����� ������� ������� ��������

���� �� �VW TWU� � � � � � �  ������ �������� ������ ����� ��� ������� ��� ������

�QG µ  � � � � � �  ������ ������� ������� ��� ����� ����� ������� ������

�UG µ  � � � � � �  ������ ������� �������� ��� ����� ������� ������� �����

���� ��6HSW� � � � � � � � �  ������ ������� ������ ���� ����� ���� ����� ������

2FW�  � � � � � � � �  ������ ������� ������ � ����� ����� ���� ������

1RY� � � � � � � � �  �����  ������� ������� ����� �� ����� ����� ��������

'HF� � � � � � � � �  ��������  ������� ������� ���� ����� ������� ������� ��������

���� �� -DQ�  � � � � � � � �  ���  ������� ��� ��� ����� ������� ��� �������

)HE� � � � � � � � �  ������ ������� ������� ����� ����� ��� �� �����

0DU�  � � � � � � � �  ������ ������� ������ �� ���� ��� ���� ������

$SU�  � � � � � � � �  �����  ��  ������  ���  �����  �����  �����  ������

0D\  � � � � � � � �  ������ ����� ������� ������� ����� ����� ����� ������

-XQH � � � � � � � �  �����  ������� ������� ��� ������� ������� ������� ��������

-XO\  � � � � � � � �  �����  ������� �������� ��� ����� ������� ����� ��������

$XJ� � � � � � � � �  �����  ������� �������� �� ����� ����� ����� �������

6HSW� � � � � � � � � ������ ������� ������ ���� ��� ������� ����� ������
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Table a26
General government debt
(face value; billions of lire)

0HGLXP DQG
ORQJ WHUP %27V DQG 2WKHU 'HEW %RUURZLQJ

7RWDO
�(8 GHILQLWLRQ� 0HPRUDQGXPORQJ�WHUP

VHFXULWLHV
H[FOXGLQJ
%,�8,&

%27V DQG
%7(V

H[FOXGLQJ
%,�8,&

32
GHSRVLWV

/HQGLQJ
E\ EDQNV

2WKHU
GRP�
HVWLF
GHEW

'HEW
LVVXHG
DEURDG

%RUURZLQJ
IURP

%,�8,&
DV D
SHU�

FHQWDJH
RI *'3

&ODLPV RQ
%,�8,& 7RWDO

0HPRUDQGXP
LWHP�

VWDWH VHFWRU
GHEW

���� � � � � � � � � �  ������� �������  ������ ������ ����� ������ ������� ��������� ����� ������� ��������� ���������

���� � � � � � � � � �  ������� ������� ������� ������ ����� ������ ������� ��������� ����� ������� ��������� ���������

���� � � � � � � � � �  ������� ������� ������� ������� ����� ������ ������� ��������� ����� �������� ��������� ���������

���� � � � � � � � � �  ��������� ������� ������� ������� ����� ������ ������� ��������� ����� �������� ��������� ���������

���� � � � � � � � � �  ��������� ������� ������� ������� ����� ������� ������� ��������� ����� �������� ��������� ���������

���� �� �VW TWU� ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

�QG µ ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

�UG µ ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

�WK µ ��������� ������� ������� ������� ����� ������� ������� ��������� ����� �������� ��������� ���������

���� �� �VW TWU� ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

�QG µ ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

�UG µ ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

�WK µ ��������� ������� ������� ������� ����� ������� ������� ��������� ����� �������� ��������� ���������

���� �� -DQ� � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

)HE� � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

0DU� � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

$SU� � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

0D\ � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

-XQH � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

-XO\ � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

$XJ� � � � ��������� ������� ������� ������� ����� ������� ������� ��������� �������� ��������� ���������

6HSW� � � � � � � � � � � ������� � � � � ����� ������� ������� � � � � �������� � � � � ���������
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Table a27
Monetary base
(flows in billions of lire)

6RXUFHV 8VHV

)RUHLJQ VHFWRU
2WKHU

%DQN UHVHUYHV

RI ZKLFK� 7UHDVXU\
DFFRXQWV

2WKHU
%,�8,&
RSHUD�
WLRQV

2SHQ
PDUNHW

5HIL�
QDQFLQJ

2WKHU
VHFWRUV

7RWDO &XUUHQF\
LQ

'HSRVLWV ZLWK WKH
%DQN RI ,WDO\RI ZKLFK�

FXUUHQF\
VZDSV

\
DFFRXQWV

S
WLRQV

ZLWK WKH
7

S
PDUNHW QDQFLQJ VHFWRUV LQ

FLUFXODWLRQ RI ZKLFK�
FRPSXOVRU\

2WKHU 7RWDO
VZDSV ZLWK WKH

7UHDVXU\ FRPSXOVRU\
UHVHUYHV

���� � � � � � � � � � � ����� ������ ������� �������� ������ ����� ������� �������� ����� �������� �������� ����� ��������

���� � � � � � � � � � � ������ �������� ������ �������� ����� ������� �������� ����� ����� ��� ������� ����� �����

���� � � � � � � � � � � ������ ������� ������� �������� ������ ��� ����� ������ ����� ����� ������ �� �����

���� �� 6HSW� � � ����� � � ������ ������� ������� ���� ����� ����� ����� ����� ����� ��� �����

2FW� � � � ������� � � ������ ������� ��� ��� ������� ����� ����� ����� ��� ����� �����

1RY� � � � ��� � � ������� ������� ����� � ����� ����� ����� ������� ����� ����� �������

'HF� � � � ����� � � ������� ������� ����� ����� ��� ����� ����� �� ��� ����� �����

���� �� -DQ� � � � ������� � � ��� ������� ����� ������� ������� ������� ������� ����� ����� ������� �����

)HE� � � � ����� � � ������� ������� ������ ���� �� ����� ����� ������ ����� ����� ������

0DU� � � � ����� � � ������ ������� �������� ��� ������� ������� ����� �������� ������� ��� �������

$SU� � � � ������� � � ������ ������� ������� ��� ����� ����� ��� ����� ����� ��� �����

0D\ � � � ������� ������� ������� ������� ������ ��� ��� ����� ����� ����� ����� ����� �����

-XQH � � ������� � � ������� ��������� ������� ��� ����� ���������� ������� �������� �������� ��� ��������

-XO\ � � � ������� �������� ��������� ������ ���� ������� ��������� ������� ������� ����� ��� �������

$XJ� � � � ��� � � �������� ��������� ����� ����� ����� ���������� ��������� �������� �������� �� ��������

6HSW� � � ���������� ������� ������ ��������� ��������� ����� ������� ��������� ������� ������� ������� ������� ���������

)LQDQFLQJ RI WKH 7UHDVXU\
�IORZV LQ ELOOLRQV RI OLUH�

1RQ�PRQHWDU\ ILQDQFLQJ
2WKHU*URVV VWDWH

VHFWRU
1HW VDOHV RI VHFXULWLHV LQ WKH SULPDU\ PDUNHW

7UHDVXU\

2WKHU
%,�8,&

RSHUDWLRQVVHFWRU
ERUURZLQJ
UHTXLUHPHQW 7UHDVXU\

ELOOV

7UHDVXU\
FUHGLW

FHUWLILFDWHV

7UHDVXU\
ERQGV 2WKHU 7RWDO

2WKHU 7RWDO
7UHDVXU\
DFFRXQWV RSHUDWLRQV

ZLWK WKH
7UHDVXU\

���� � � � � � � � � � � ������� �������� ������ ��������� �������� ��������� �������� ��������� ������� ��������

���� � � � � � � � � � � ������� ������ �������� �������� �������� ��������� �������� ��������� ������ ��������

���� � � � � � � � � � � ������ ������ �������� �������� �������� �������� �������� ��������� ������� ��������

���� �� 6HSW� � � ������ ����� ������� �������� ������� �������� ����� �������� ������ �������

2FW� � � � ������ ����� ������� �������� ����� �������� ��� ������� ������ �������

1RY� � � � �������� ����� ������� ������� ������� ������� �������� �������� ������� �������

'HF� � � � �������� ����� � � ����� ����� ������ ������ ������ ������� �������

���� �� -DQ� � � � ������� ����� ������� �������� ������ ��� ����� ����� ��� �������

)HE� � � � ����� ����� ������� �������� ����� �������� ����� �������� ������� �������

0DU� � � � ������ ����� ����� ������� ������� ������� ��� ������� ������ �������

$SU� � � � ������ ������� ����� �������� ��� �������� ����� ������� ������ �������

0D\ � � � ������ ������� ����� �������� ������� �������� ������� �������� ������� �������

-XQH � � �������� ��� ����� �������� ����� ������� ������ ������ ������� ���������

-XO\ � � � �������� ���� ����� �������� ����� ������� �������� �������� �������� ���������

$XJ� � � � ������� ��� ����� �������� ����� ������� ������� �������� �������� ���������
6HSW� � � ������ ��������� ������� ���������� ��������� ���������� ������� ���������� ������ ���������
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Table a28
Monetary base and BI operations: averages of daily data
(stocks in billions of lire and percentages)

0RQHWDU\ EDVH

%DQN UHVHUYHV

&XUUHQF\ LQ 'HSRVLWV 8QGUDZQ 3HUFHQWDJH&XUUHQF\ LQ
FLUFXODWLRQ

'HSRVLWV
ZLWK WKH
%DQN RI
,WDO\

RI ZKLFK�
H[FHVV
UHVHUYHV

9DXOW
FDVK

8QGUDZQ
RYHUGUDIW
IDFLOLWLHV

7RWDO

3HUFHQWDJH
FKDQJHV
�RYHU ��
PRQWKV�

���� �� 'HF� � � � � � � �  ������  ������ ��� ����� ��� ������ ���

���� �� 'HF� � � � � � � �  �������  ������  ���  �����  ���  ������ ���

���� �� 6HSW� � � � � � � �  �������  ������ ��� ����� ��� ������ ����

2FW� � � � � � � � �  ������  ������ ��� ����� ��� ������ ����

1RY� � � � � � � �  �������  ������  ���  �����  ���  ������ ����

'HF� � � � � � � �  �������  ������  ���  �����  ���  ������ ����

���� �� -DQ� � � � � � � � �  �������  ������ ��� ����� ��� ������ ���

)HE� � � � � � � �  �������  ������  ���  �����  ���  ������ ����

0DU� � � � � � � � �  �������  ������ ��� ����� ��� ������ ���

$SU� � � � � � � � �  �������  ������ ��� ����� ��� ������ ����

0D\ � � � � � � � �  �������  ������  ���  �����  ���  ������  ����

-XQH � � � � � � �  �������  ������ ��� ����� ��� ������ ����

-XO\ � � � � � � � �  �������  ������ ��� ����� ��� ������ ����

$XJ� � � � � � � �  �������  ������ ��� ����� ��� ������ ����

6HSW� � � � � � � � ������� ������ ��� ����� ��� ������ ���

���
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Table a28

%, RSHUDWLRQV

7HPSRUDU\ RSHUDWLRQV

7RWDO

3HUFHQWDJH
FKDQJHV 6HFXULWLHV

)RUHLJQ
)L[HG�WHUP 7RWDO7RWDO FKDQJHV

�RYHU ��
PRQWKV� 3XUFKDVHV 6DOHV 7RWDO

)RUHLJQ
FXUUHQF\
SXUFKDVHV

)L[HG�WHUP
DGYDQFHV 7RWDO

������� ��� ������ ����� ������ ������ ����� ������ 'HF� �� ����� � � � � � � �

������� ��� ������ ��� ������ ������ � � ������ 'HF� �� ����� � � � � � � �

������� ���� ������ ��� ������ ������ � � ������ 6HSW� �� ����� � � � � � � �

������� ��� ������ ��� ������ ������ �� ������ 2FW�� � � � � � � �

������� ���� ������ ��� ������ ������ �� ������ 1RY�� � � � � � � �

������� ��� ������ ����� ������ ������ �� ������ 'HF�� � � � � � � �

������� ��� ������ ��� ������ ������ � � ������ -DQ� �� ����� � � � � � � �

������� ��� ������ �� ������ ������ � � ������ )HE�� � � � � � � �

������� ��� ������ ��� ������ ������ � � ������ 0DU�� � � � � � � �

������� ��� ������ �� ������ ������ �� ������ $SU�� � � � � � � �

������� ���� ������ �� ������ ������ � � ������ 0D\� � � � � � � �

������� ���� ������ ��� ������ ����� � � ������ -XQH� � � � � � � �

������� ��� ������ ��� ������ ����� � � ������ -XO\� � � � � � � �

������� ��� ������ ��� ������ ����� � � ������ $XJ�� � � � � � � �

������� ��� ������ ��� ������ ����� � � ������ 6HSW�� � � � � � � �

���
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Table a29
Monetary base
(end--of--period stocks in billions of lire)

6RXUFHV

)RUHLJQ VHFWRU
*RYHUQ� 7UHDVXU\ 7UHDVXU\

6LQNLQJ
IXQG IRU

2WKHU &UHGLWV 	
GHELWV IURP 5HIL 2WKHU

RI ZKLFK�
FXUUHQF\

*RYHUQ�
PHQW

VHFXULWLHV

7UHDVXU\
RYHUGUDIW
ZLWK %,

7UHDVXU\
SD\PHQWV
DFFRXQW

IXQG IRU
JRYHUQ�
PHQW

RI ZKLFK�
FRLQV LQ

GHELWV IURP
WHPSRUDU\

WL

5HIL�
QDQFLQJ

2WKHU
VHFWRUV

FXUUHQF\
VZDSV

VHFXULWLHV ZLWK %, DFFRXQW PHQW
VHFXULWLHV

FRLQV LQ
FLUFXODWLRQ

WHPSRUDU\
RSHUDWLRQV

D F J VHFWR V

���� � � � � � � � � ������ ������ ������� �� �������� ������� ����� ����� ������ ����� ��������

���� � � � � � � � ������ ������ ������� �� �������� ������� ����� ����� ������ ����� ��������

���� � � � � � � � ������� ������ ������� �� �������� ���� ����� ����� ������ ����� ��������

���� �� 6HSW� ������� ������ ������� �� �������� ����� ����� ����� ������ ������ ��������

2FW� � ������� ������ ������� �� �������� �������� ����� ����� ������ ������ ��������

1RY� � ������� ������ ������� �� �������� �������� ����� ����� ������ ������ ��������

'HF� � ������� ������ ������� �� �������� ������� ����� ����� ������ ������ ��������

���� �� -DQ� � ������� ������ ������� �� �������� ������� ����� ����� ������ ������ ��������

)HE� � ������� ������ ������� �� �������� ������� ����� ����� ������ ������ ��������

0DU� � ������� ������ ������� �� �������� ������� ����� ����� ������ ������ ��������

$SU� � ������� ������ ������� �� �������� ������� ����� ����� ������ ������ ��������

0D\ � ������� ����� ������� �� �������� ������� ����� ����� ������ ������ ��������

-XQH ������� ����� ������� �� �������� ����� ������� ������� ������ ������ ��������

-XO\ � ������� ����� ������� �� �������� ����� ������� ������� ������ ������ ��������

$XJ� � ������� ����� ������� �� �������� ����� ������� ������� ������ ������ ��������

6HSW� �������� � � ������� �� �������� �������� ������� ������� ������ ������ ��������

8VHV

%DQN UHVHUYHV
7RWDO

&XUUHQF\ 'HSRVLWV ZLWK WKH %DQN RI ,WDO\
7RWDO

PRQHWDU\
E

&XUUHQF\
LQ FLUFXODWLRQ RI ZKLFK�

FRPSXOVRU\
UHVHUYHV

2WKHU 7RWDO

R HWD \
EDVH

���� � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������  ������  ������  �����  ������  �������
���� � � � � � � � � � � � � � � � � � � � � � � � � � � � �  ������  ������  ������  �����  ������  �������
���� � � � � � � � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������

���� ��6HSW� � � � � � � � � � � � � � � � � � � � � �  ������  ������  ������  �����  ������  �������
2FW� � � � � � � � � � � � � � � � � � � � � � �  ������  ������  ������  �����  ������  �������
1RY� � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������
'HF� � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������

���� �� -DQ� � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������
)HE� � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  �������  �������
0DU� � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������
$SU� � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������
0D\ � � � � � � � � � � � � � � � � � � � � � �  �������  ������  ������  �����  ������  �������
-XQH � � � � � � � � � � � � � � � � � � � � �  ���������  ������  ������  �����  ������  ���������
-XO\ � � � � � � � � � � � � � � � � � � � � � �  ���������  ������  ������  �����  ������  ���������
$XJ� � � � � � � � � � � � � � � � � � � � � � �  ���������  ������  ������  �����  ������  ���������
6HSW� � � � � � � � � � � � � � � � � � � � � � ��������� ������ ������ ������� �������� ���������
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Table a30
BI-UIC operations in government securities
(billions of lire)

2XWULJKW RSHUDWLRQV 7HPSRUDU\ RSHUDWLRQV

3ULPDU\ PDUNHW
2SHQ 1HW 7RWDO

6XEVFULS�
WLRQV 5HGHPSWLRQV 1HW

VXEVFULSWLRQV

2SHQ
PDUNHW 7RWDO 3XUFKDVHV 6DOHV 1HW

SXUFKDVHV

7RWDO

7RWDO

���� � � � � � � � � � � � � � � � �  ���  ������ �������� ������� �������� ������ ��� ������ ��������

���� � � � � � � � � � � � � � � � �  ��  ������ �������� ������ ����� �������� ������� �������� ��������

���� ��$XJ� � � � � � � � � � �  �  ����� ������� ������� ������� �������� ��� �������� ��������

6HSW� � � � � � � � � �  �  ����� ������� ����� ������� �������� ��� �������� ��������

2FW� � � � � � � � � � �  �  ����� ������� ����� ������� ������� ��� ������� �������
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)HE� � � � � � � � � � �  �  ����� ������� � � ������� ������ ���� ������ ������

0DU� � � � � � � � � � �  �  ����� ������� ����� ����� �������� ����� �������� ��������

$SU� � � � � � � � � � �  �  ����� ������� ���� ������� ������� ���� ������� �������

0D\ � � � � � � � � � �  �  ����� ������� ����� ������� ������ ��� ������ ������

-XQH � � � � � � � � �  �  ����� ������� ����� ������� ������� ����� ������� �������

-XO\ � � � � � � � � � �  �  ����� ������� ����� ����� ������ ��� ������ ������

$XJ� � � � � � � � � � �  ���  ����� ������� ����� ����� �������� ���� �������� ��������
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0DU� � � � � � � � � � �  � �  ����� ������� ����� ����� ������� � � ������� �����

$SU� � � � � � � � � � �  � �  ����� ������� ����� ������� ����� � � ����� �������

0D\ � � � � � � � � � �  � �  ����� ������� ����� ����� ����� � � ����� �����

-XQH � � � � � � � � �  � �  ����� ������� ����� ������� ��� � � ��� �����

-XO\ � � � � � � � � � �  � �  ����� ������� ��� ����� ��� � � ��� ���

$XJ� � � � � � � � � � �  � �  ����� ������� ����� ����� ����� � � ����� �����

6HSW� � � � � � � � � � � � ������� ��������� ����� ������� �� � � �� �������

���



132

Table a30 cont.
BI-UIC operations in government securities
(billions of lire)

2XWULJKW RSHUDWLRQV 7HPSRUDU\ RSHUDWLRQV

3ULPDU\ PDUNHW
2SHQ 1HW 7RWDO

6XEVFULS�
WLRQV 5HGHPSWLRQV 1HW

VXEVFULSWLRQV

2SHQ
PDUNHW 7RWDO 3XUFKDVHV 6DOHV 1HW

SXUFKDVHV

7RWDO
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Table a31
Treasury bill auctions

0DWXULQJ ELOOV
%LOOV 0DWXULW\ 0DUNHW

%LOOV
DOORWWHG $YHUDJH

DOORWPHQW
<LHOGV

0DUNHW %, 7RWDO

%LOOV
RIIHUHG

0DWXULW\
�GD\V�

0DUNHW
GHPDQG

DOORWWHG
DW

DXFWLRQ

H DJH
DOORWPHQW
SULFH $IWHU�WD[ *URVV

��PRQWK

���� �� PLG�2FW� � � � � � � ����� ��� ����� ����� �� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ����� ��� ����� ����� �� ����� ����� ����� ���� ����
PLG�1RY� � � � � � � ����� �� ����� ����� �� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ����� �� ����� ����� �� ����� ����� ����� ���� ����
PLG�'HF� � � � � � � ����� �� ����� ����� �� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ����� ��� ����� ����� �� ����� ����� ����� ���� ����

���� �� PLG�-DQ� � � � � � � ������ �� ������ ����� �� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�)HE� � � � � � � ������ � � ������ ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�0DU� � � � � � � ����� ��� ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�$SU� � � � � � � ����� ����� ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�0D\ � � � � � � ����� ��� ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�-XQH � � � � � � ����� � ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�-XO\ � � � � � � ����� ��� ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�$XJ� � � � � � � ����� ��� ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�6HSW� � � � � � ����� ��� ����� ����� �� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � �� �� �� �� �� �� �� �� �� ��
PLG�2FW� � � � � � � ����� � ����� ����� �� ������ ����� ����� ���� ����

��PRQWK

���� �� PLG�2FW� � � � � � � ����� � � ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�1RY� � � � � � � ����� �� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ����� ��� ������ ����� ��� ������ ����� ����� ���� ����
PLG�'HF� � � � � � � ����� ��� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ����� ��� ������ ����� ��� ������ ����� ����� ���� ����

���� �� PLG�-DQ� � � � � � � ����� �� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�)HE� � � � � � � ����� ��� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ����� ����� ������ ����� ��� ������ ����� ����� ���� ����
PLG�0DU� � � � � � � ����� �� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � ������ ����� ������ ������ ��� ������ ������ ����� ���� ����
PLG�$SU� � � � � � � �� �� �� �� �� �� �� �� �� ��
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�0D\ � � � � � � �� �� �� �� �� �� �� �� ��
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�-XQH � � � � � � �� �� �� �� �� �� �� �� �� ��
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�-XO\ � � � � � � �� �� �� �� �� �� �� �� �� ��
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�$XJ� � � � � � � �� �� �� �� �� �� �� �� �� ��
HQG� µ � � � � � � � � ������ ��� ������ ������ ��� ������ ������ ����� ���� ����
PLG�6HSW� � � � � � �� �� �� �� �� �� �� �� �� ��
HQG� µ � � � � � � � � ������ ����� ������ ������ ��� ������ ������ ����� ���� ����
PLG�2FW� � � � � � � �� �� �� �� �� �� �� �� �� ��
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Table a31 cont.
Treasury bill auctions

0DWXULQJ ELOOV
%LOOV 0DWXULW\ 0DUNHW

%LOOV
DOORWWHG $YHUDJH

DOORWPHQW
<LHOGV

0DUNHW %, 7RWDO

%LOOV
RIIHUHG

0DWXULW\
�GD\V�

0DUNHW
GHPDQG

DOORWWHG
DW

DXFWLRQ

H DJH
DOORWPHQW
SULFH $IWHU�WD[ *URVV

���PRQWK

���� �� PLG�2FW� � � � � � � � ����� ��� ����� ����� ��� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � � ������ ����� ������ ������ ��� ������ ������ ����� ���� ����
PLG�1RY� � � � � � � � ����� ����� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � � ������ ����� ������ ����� ��� ������ ����� ����� ���� ����
PLG�'HF� � � � � � � � ����� ��� ����� ����� ��� ����� ����� ����� ���� ����
HQG� µ � � � � � � � � � ������ ����� ������ ������ ��� ������ ������ ����� ���� ����

���� �� PLG�-DQ� � � � � � � � ����� �� ����� ����� ��� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � � ������ ����� ������ ������ ��� ������ ������ ����� ���� ����
PLG�)HE� � � � � � � � ����� ��� ����� ����� ��� ������ ����� ����� ���� ����
HQG� µ � � � � � � � � � ������ ����� ������ ������ ��� ������ ������ ����� ���� ����
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���� �� $SU� �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 0D\ � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 0D\ � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 0D\ �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� -XQH � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� -XQH �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� -XQH �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� -XO\ � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� -XO\ �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� -XO\ �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� $XJ� � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� $XJ� � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� $XJ� �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 6HSW� � � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 6HSW� �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 6HSW� �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 2FW� �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� 1RY� �� � � � � ����� ����� �� �������� ���� ���� ���� ����
���� �� 'HF� �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� -DQ� �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� )HE� �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� 0DU� �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� $SU� �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� 0D\ �� � � � � ����� ����� �� ������ ���� ���� ���� ����
���� �� -XQH �� � � � � ����� ����� �� ������ ���� ���� ���� ����
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Table a34
Bank of Italy outright operations in Treasury bills:
multiple price auctions

$PRXQW 5HVLGXDO PDWXULW\ LQ GD\V $OORWPHQW UDWHV

'$7( 2) $8&7,21
RIIHUHG UHTXHVWHG WDNHQ XS PLQLPXP PD[LPXP PDUJLQDO ZHLJKWHG

DYHUDJH

���� �� �� -DQXDU\ � � � � � �  �����  ����� ����� �� ��� ���� ����

�� -DQXDU\ � � � � � �  �����  ����� ����� �� ��� ���� ����

�� )HEUXDU\ � � � � � ����� ����� ����� �� ��� ���� ����

�� )HEUXDU\ � � � � � ����� ����� ����� �� ��� ���� ����

� 0DUFK � � � � � � �  �����  ����� ����� ��� ��� ���� ����

�� 0DUFK � � � � � � �  �����  ����� ����� ��� ��� ���� ����

� $SULO � � � � � � � � �  �����  ����� ����� ��� ��� ���� ����

�� 0D\ � � � � � � � � �  �����  �����  ����� �� ��� ���� ����

�� -XQH � � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� -XQH � � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� -XO\ � � � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� -XO\ � � � � � � � � �  �����  ����� ����� �� ��� ���� ����

� $XJXVW � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� $XJXVW � � � � � � �  ������� ������� ������� �� �� ���� ����

�� $XJXVW � � � � � � �  �����  ����� ����� �� ��� ���� ����

� 6HSWHPEHU � � � ����� ����� ����� �� ��� ���� ����

� 6HSWHPEHU � � � ����� ����� ����� �� ��� ���� ����

�� 6HSWHPEHU � � � ����� ����� ����� ��� ��� ���� ����

� 2FWREHU � � � � � �  �����  ����� ����� �� ��� ���� ����

� 2FWREHU � � � � � �  �����  ����� ����� �� ��� ���� ����

�� 2FWREHU � � � � � �  �����  ����� ����� ��� ��� ���� ����

�� 1RYHPEHU � � � � ����� ����� ����� �� ��� ���� ����

�� 1RYHPEHU � � � � ����� ����� ����� �� ��� ���� ����

�� 1RYHPEHU � � � � ����� ����� ����� �� ��� ���� ����

���� �� � -DQXDU\ � � � � � �  �����  ����� ����� ��� ��� ���� ����

�� 0DUFK � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� 0DUFK � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� 0DUFK � � � � � � � �  �����  ����� ����� �� �� ���� ����

�� 0D\ � � � � � � � � �  �����  ����� ����� �� �� ���� ����

�� -XQH � � � � � � � �  ������� ������� ������� � �� ���� ����

�� -XQH � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� -XO\ � � � � � � � � �  �����  ����� ����� �� ��� ���� ����

�� $XJXVW � � � � � � �  �����  ����� ����� �� �� ���� ����

�� $XJXVW � � � � � � �  �����  ����� ����� �� �� ���� ����

�� $XJXVW � � � � � � �  �����  ����� ����� �� �� ���� ����

� 6HSWHPEHU � � � � ����� ����� ����� �� ��� ���� ����

�� 6HSWHPEHU � � � � ����� ����� ����� �� ��� ���� ����

�� 6HSWHPEHU � � � � ����� ����� ����� �� ��� ���� ����
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Table a35

Official rates
(percentages)

'LVFRXQW

2UGLQDU\
DGYDQFHV
�EDVH�
�D�

3UHPLXP

�E�

)L[HG
DGYDQFHV
�D� � �E�

���� �� 0D\ �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� � � �����

1RY� �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

'HF� �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

���� �� -XQH � � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

-XO\  � � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

-XO\ �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

$XJ� � � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

6HSW� � � � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

2FW� � � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

2FW� �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

1RY� �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

'HF� �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

���� �� )HE� � � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

$SU� �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

0D\ �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

-XQH �� � � � � � � � � � � � � � � � � � � � � �  ����� ����� ���� �����

-XO\  � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� �����

6HSW��� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

2FW� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

���� �� )HE� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

0D\ �� � � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

$XJ� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

���� �� )HE� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

0D\ �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� �����

���� �� -XO\ �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

2FW� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

���� �� -DQ� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

-XQH �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

'HF� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

���� �� $SU� �� � � � � � � � � � � � � � � � � � � � � �  ���� ���� ���� ����

2FW� �� � � � � � � � � � � � � � � � � � � � � � ���� ���� ���� ����
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Table a36
Interest rates
(percentages)

%, RSHUDWLRQV *URVV 7UHDVXU\ ELOO \LHOGV

&XUUHQF\ VZDSV
5HSRV

'LVFRXQW )L[HG�WHUP
DGYDQFHV

&XUUHQF\ VZDSV
3XUFKDVHV 6DOHV ��PRQWK ��PRQWK ���PRQWK $YHUDJHDGYDQFHV

PLQLPXP DYHUDJH PLQLPXP DYHUDJH PD[LPXP DYHUDJH

J

���� � � � � � � �  ����  �����  �����  �����  ����� ����� �� �� ����� ����� ����� �����

���� � � � � � � �  ����  ����  ����  ���� ���� ���� ���� ���� ���� ���� ���� ����

���� � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����  ����  ����  ����  ����

���� �� -DQ� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

)HE� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

0DU� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

$SU� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

0D\ � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

-XQH ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

-XO\ � ���� ���� �� �� ���� ���� �� �� ���� ���� ���� ����

$XJ� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

6HSW� ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

2FW� � ���� ���� �� �� ���� ���� �� �� ���� ���� ���� ����

1RY� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

'HF� � ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

���� �� -DQ� � ���� ���� �� �� ���� ���� �� �� ���� ���� ���� ����

)HE� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

0DU� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

$SU� � ���� ���� �� �� ���� ���� ���� ���� ���� ���� ���� ����

0D\ � ���� ���� �� �� ���� ���� �� �� ���� ���� ���� ����

-XQH ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

-XO\ � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

$XJ� � ���� ���� ���� ���� ���� ���� �� �� ���� ���� ���� ����

6HSW� ���� ���� �� �� ���� ���� �� �� ���� ���� ���� ����



140

Table a37
Bank interest rates: domestic fund-raising in lire
(percentages)

'HSRVLWV &HUWLILFDWHV RI GHSRVLW %RQGV

&XUUHQW
DFFRXQW 2YHUDOO 0D[LPXP 2YHUDOO

$YHUDJH IRU
LVVXHV ZLWK
PDWXULWLHV RI

$YHUDJH IRU
LVVXHV ZLWK
PDWXULWLHV RI 2YHUDOO $YHUDJH IRU

IL[HG UDWHDFFRXQW
DYHUDJH

2YHUDOO
DYHUDJH 0D[LPXP 2YHUDOO

DYHUDJH PDWXULWLHV RI
OHVV WKDQ
� PRQWKV

PDWXULWLHV RI
IURP �� WR ��

PRQWKV

2YHUDOO
DYHUDJH IL[HG UDWH

LVVXHV

���� � � � � � � � � � � � � � � �  ����  ���� ���� � � � � � � � � � � � �  � � � �  � � � �

���� � � � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����  �����  �����

���� � � � � � � � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

���� ��$XJ� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

6HSW� � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

2FW� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

1RY� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

'HF� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

���� �� -DQ� � � � � � � � � �  ����  ���� ���� ���� ���� ���� ���� ����

)HE� � � � � � � � � �  ����  ���� ���� ���� ���� ���� ���� ����

0DU� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

$SU� � � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

0D\ � � � � � � � � �  ����  ����  ����  ����  ����  ���� ���� ����

-XQH � � � � � � � �  ����  ����  ����  ����  ����  ����  ����  ����

-XO\ � � � � � � � � �  ����  ���� ���� ���� ���� ���� ���� ����

$XJ� � � � � � � � � � ���� ���� ���� ���� ���� ���� ���� ����



141

Table a38
Bank interest rates: lira loans to resident customers
(percentages)

2XWVWDQGLQJ ORDQV 'LVEXUVHPHQWV

0LQLPXP IRU
VKRUW WHUP

$YHUDJH IRU
VKRUW WHUP $YHUDJH IRU $YHUDJH IRU

PHGLXP DQG

$YHUDJH IRU
PHGLXP DQG

$YHUDJH IRU
PHGLXP DQG

ORQJ WHUP ORDQV

$%,
SULPH UDWH

VKRUW�WHUP
ORDQV

VKRUW�WHUP
ORDQV

$YHUDJH IRU
RYHUGUDIWV PHGLXP DQG

ORQJ�WHUP ORDQV

PHGLXP DQG
ORQJ�WHUP ORDQV

WR ILUPV

ORQJ�WHUP ORDQV
WR FRQVXPHU
KRXVHKROGV

���� � � � � � � � � � � � � � � �  ���� ����� ����� � � � � � � � � � � � � ����

���� � � � � � � � � � � � � � � �  ����� ����� ����� ����� ����� ����� �����

���� � � � � � � � � � � � � � � �  ���� ����� ����� ����� ���� ����� ����

���� ��$XJ� � � � � � � � � �  ���� ���� ���� ���� ���� ����� ����

6HSW� � � � � � � � �  ���� ���� ���� ���� ���� ����� ����

2FW� � � � � � � � � �  ���� ���� ���� ���� ���� ����� ����

1RY� � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

'HF� � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

���� �� -DQ� � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

)HE� � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0DU� � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$SU� � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

0D\ � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XQH � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

-XO\ � � � � � � � � �  ���� ���� ���� ���� ���� ���� ����

$XJ� � � � � � � � � � ���� ���� ���� ���� ���� ���� ����
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Table a39

Principal assets and liabilities of banks
(billions of lire)

$VVHWV

%DQN /RDQV WR 6HFXULWLHV 6KDUHV 3DUWLFLSDWLQJ 5HSRV
%DG GHEWV

DQG ,QWHUEDQN
,QWHUHVW�
EHDULQJ

0HPRUDQGXP
LWHP�

HVWLPDWHG%DQN
UHVHUYHV

/RDQV WR
UHVLGHQWV 6HFXULWLHV 6KDUHV 3DUWLFLSDWLQJ

LQWHUHVW 5HSRV DQG
SURWHVWHG ELOOV

,QWHUEDQN
DFFRXQWV

EHDULQJ
H[WHUQDO
DVVHWV

HVWLPDWHG
UHDOL]DEOH YDOXH
RI EDG GHEWV

���� � � � � � � � � �  ������ ��������� ������� ����� ������ ������ ������ ������� ������� ������

���� � � � � � � � � �  ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������

���� � � � � � � � � �  ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������

���� �� $XJ� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
6HSW� � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
2FW� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
1RY� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
'HF� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������

���� �� -DQ� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
)HE� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
0DU� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
$SU� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
0D\ � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
-XQH � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
-XO\ � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������
$XJ� � � ������ ��������� ������� ����� ������ ������ ������� ������� ������� ������

/LDELOLWLHV

5HVLGHQWV·
GHSRVLWV %RQGV 3XEOLF /RDQV

IURP 5HSRV ,QWHUEDQN &DSLWDO
,QWHUHVW�
EHDULQJ 2WKHU

0HPRUDQGXP
LWHP�GHSRVLWV

LQ OLUH
%RQGV 3XEOLF

IXQGV IURP
%,�8,&

5HSRV ,QWHUEDQN
DFFRXQWV

&DSLWDO
DQG UHVHUYHV

EHDULQJ
H[WHUQDO
OLDELOLWLHV

2WKHU LWHP�
VXSHUYLVRU\

FDSLWDO

���� � � � � � � � � �  �������  ������� ����� ����� ������� ������� ������� ������� ����� �������

���� � � � � � � � � �  �������  ������� ����� ����� ������� ������� ������� ������� ������� �������

���� � � � � � � � � �  �������  ������� ����� ����� ������� ������� ������� ������� ������ �������

���� �� $XJ� � � ������� ������� ����� ����� ������� ������� ������� ������� ������� � � � �
6HSW� � ������� ������� ����� ����� ������� ������� ������� ������� ����� �������
2FW� � � ������� ������� ����� ����� ������� ������� ������� ������� ������ � � � �
1RY� � � ������� ������� ����� ����� ������� ������� ������� ������� ������ � � � �
'HF� � � ������� ������� ����� ����� ������� ������� ������� ������� ������ �������

���� �� -DQ� � � ������� ������� ����� ����� ������� ������� ������� ������� ������� � � � �
)HE� � � ������� ������� ����� ����� ������� ������� ������� ������� ������� � � � �
0DU� � � ������� ������� ����� ����� ������� ������� ������� ������� ������� �������
$SU� � � ������� ������� ����� ����� ������� ������� ������� ������� ������ � � � �
0D\ � � ������� ������� ����� ����� ������� ������� ������� ������� ����� � � � �
-XQH � � ������� ������� ����� ����� ������� ������� ������� ������� ������ �������
-XO\ � � ������� ������� ����� ����� ������� ������� ������� ������� ������ � � � �
$XJ� � � ������� ������� ����� ����� ������� ������� ������� ������� ����� � � � �
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Table a40
Banks: loan and securities portfolios
(billions of lire)

/RDQV WR UHVLGHQWV

6KRUW�WHUP 0HGLXP DQG ORQJ�WHUP 7RWDO /RDQV WR
QRQ UHVLGHQWV

RI ZKLFK�
LQ OLUH

RI ZKLFK�
LQ OLUH

RI ZKLFK�
LQ OLUH

QRQ�UHVLGHQWV

���� � � � � � � � � � �  ������� ������� ������� ������� ��������� ������� ������

���� � � � � � � � � � �  ������� ������� ������� ������� ��������� ������� ������

���� � � � � � � � � � �  ������� ������� ������� ������� ��������� ��������� ������

���� �� $XJ� � � � ������� ������� ������� ������� ��������� ��������� ������
6HSW� � � ������� ������� ������� ������� ��������� ��������� ������
2FW� � � � ������� ������� ������� ������� ��������� ��������� ������
1RY� � � � ������� ������� ������� ������� ��������� ��������� ������
'HF� � � � ������� ������� ������� ������� ��������� ��������� ������

���� �� -DQ� � � � ������� ������� ������� ������� ��������� ��������� ������
)HE� � � � ������� ������� ������� ������� ��������� ��������� ������
0DU� � � � ������� ������� ������� ������� ��������� ��������� ������
$SU� � � � ������� ������� ������� ������� ��������� ��������� ������
0D\ � � � ������� ������� ������� ������� ��������� ��������� ������
-XQH � � � ������� ������� ������� ������� ��������� ��������� ������
-XO\ � � � ������� ������� ������� ������� ��������� ��������� ������
$XJ� � � � ������� ������� ������� ������� ��������� ��������� ������

6HFXULWLHV

*RYHUQPHQW VHFXULWLHV 2WKHU

RI ZKLFK�
RI ZKLFK� 7RWDO

%27V
DQG %7(V &7=V &&7V %73V

RI ZKLFK�
ERQGV LVVXHG
E\ EDQNV

7RWDO

���� � � � � � � � � � �  ������� ������ � � ������� ������� ������ ������ �������

���� � � � � � � � � � �  ������� ������ ������ ������� ������� ������ ������ �������

���� � � � � � � � � � �  ������� ������ ������ ������� ������ ������ ������ �������

���� �� $XJ� � � � ������� ������ ������ ������� ������� ������ ������ �������
6HSW� � � ������� ������ ������ ������� ������ ������ ������ �������
2FW� � � � ������� ������ ������ ������� ������ ������ ������ �������
1RY� � � � ������� ������ ������ ������� ������ ������ ������ �������
'HF� � � � ������� ������ ������ ������� ������ ������ ������ �������

���� �� -DQ� � � � ������� ������ ������ ������� ������ ������ ������ �������
)HE� � � � ������� ������ ������ ������� ������ ������ ������ �������
0DU� � � � ������� ������ ������ ������� ������ ������ ������ �������
$SU� � � � ������� ������ ������ ������� ������ ������ ������ �������
0D\ � � � ������� ������ ������ ������� ������� ������ ������ �������
-XQH � � � ������� ������ ������ ������� ������ ������ ������ �������
-XO\ � � � ������� ������ ������ ������� ������ ������ ������ �������

$XJ� � � � ������� ������ ������ ������� ������ ������ ������ �������
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Table a41
Banks: deposits and bonds
(billions of lire)

5HVLGHQWV· OLUD GHSRVLWV �� HQG�RI�SHULRG GDWD
5HVLGHQWV·

&XUUHQW 6DYLQJV
&HUWLILFDWHV RI GHSRVLW

5HVLGHQWV·
IRUHLJQ
FXUUHQF\

'HSRVLWV
RI&XUUHQW

DFFRXQWV
6DYLQJV
DFFRXQWV VKRUW�WHUP

PHGLXP
DQG ORQJ�WHUP WRWDO

FXUUHQF\
GHSRVLWV

RI
QRQ�UHVLGHQWV

���� � � � � � � � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������

���� � � � � � � � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������

���� � � � � � � � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������

���� ��$XJ� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
6HSW� � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
2FW� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
1RY� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
'HF� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������

���� �� -DQ� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
)HE� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
0DU� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
$SU� � � � � � � � �  ������� ������� ������ ������� ������� ������� ������ ������
0D\ � � � � � � � �  ������� ������� ������ ������ ������� ������� ������ ������
-XQH � � � � � � �  ������� ������� ������ ������ ������� ������� ������ ������
-XO\ � � � � � � � �  ������� ������� ������ ������ ������� ������� ������ ������
$XJ� � � � � � � � �  ������� ������� ������ ������ ������� ������� ������ ������

5HVLGHQWV· OLUD GHSRVLWV �� DYHUDJHV %RQGV

&XUUHQW
&HUWLILFDWHV RI GHSRVLW

&XUUHQW
DFFRXQWV VKRUW�WHUP

PHGLXP
DQG ORQJ�WHUP WRWDO

IL[HG UDWH YDULDEOH UDWH

���� � � � � � � � � � � � � �  ������� ������ ������� ������� ������� ������ �������
���� � � � � � � � � � � � � �  ������� ������ ������� ������� ������� ������ �������
���� � � � � � � � � � � � � �  ������� ������ ������� ������� ������� ������� �������

���� ��$XJ� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
6HSW� � � � � � �  ������� ������ ������� ������� ������� ������� �������
2FW� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
1RY� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
'HF� � � � � � � �  ������� ������ ������� ������� ������� ������� �������

���� �� -DQ� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
)HE� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
0DU� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
$SU� � � � � � � �  ������� ������ ������� ������� ������� ������� �������
0D\ � � � � � � �  ������� ������ ������� ������� ������� ������� �������
-XQH � � � � � �  ������� ������ ������ ������� ������� ������� �������
-XO\ � � � � � � �  ������� ������ ������ ������� ������� � � � � � � � �
$XJ� � � � � � � � ������� ������ ������ ������� ������� � � � � � � � �
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Table a42
Supervisory capital and capital adequacy (1)
(billions of lire)

6XSSOHPHQWDU\ FDSLWDO &DSLWDO VKRUWIDOOV

&RUH
FDSLWDO

RI ZKLFK�
VXERUGLQDWHG

OLDELOLWLHV

6XSHUYLVRU\
FDSLWDO

6ROYHQF\
UDWLR

([FHVV
FDSLWDO 1XPEHU

RI EDQNV $PRXQW
6KDUH
RI ORDQ
PDUNHW

-XQH ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ �� ��� ����

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� �� ����� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ����

'HFHPEHU ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ��� ���

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� � ����� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ����

-XQH ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ��� ���

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ��� ����� �� ����� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ����

'HFHPEHU ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ��� ���

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� � ����� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ����

-XQH ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ��� ���

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� �� ����� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ���

'HFHPEHU ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ����� ����

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� � ��� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ����
� � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � �

0DUFK ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ��� ���

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� � ����� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ���

0DUFK ����

%DQNV LQ WKH &HQWUH DQG 1RUWK ������� ������ ������ ������� ���� ������ � ����� ����

%DQNV LQ WKH 6RXWK � � � � � � � � �  ������ ����� ����� ������ ���� ����� � ��� ���

7RWDO � � � � � �  ������� ������ ������ ������� ���� ������ �� ����� ����

��� 7KH ILJXUHV UHIHU WR WKH LQGLYLGXDO UHWXUQV RI DOO EDQNV H[FHSW IRU WKH EUDQFKHV RI EDQNV ORFDWHG LQ RWKHU &RPPXQLW\ FRXQWULHV DQG RWKHU FRXQWULHV WKDW DSSO\ VXSHUYLVRU\ UXOHV
FRPSDUDEOH WR WKRVH LQ IRUFH LQ ,WDO\�
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Table a43
Italian investment funds: securities portfolios and net assets
(end--of--period balance sheet value; billions of lire)

/LUD VHFXULWLHV

*RYHUQPHQW VHFXULWLHV

RI ZKLFK� %RQGV 6KDUHV 7RWDO

%27V &7=V %73V &&7V

���� � � � � � � � � � � �  ������  �����  ��  ������ ������ ����� ������ ������

���� � � � � � � � � � � �  ������  ������  ����� ������ ������ ����� ������ ������

���� � � � � � � � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

���� � � � � � � � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

���� �� �UG TWU� � � ������� ������ ������ ������ ������ ����� ������ �������

�WK µ � � ������� ������ ������ ������ ������ ����� ������ �������

���� �� �VW TWU� � � ������� ������ ������ ������ ������ ����� ������ �������

�QG µ � � ������� ������ ������ ������ ������ ����� ������ �������

�UG µ � � ������� ������ ������ ������ ������ ����� ������ �������

�WK µ � � ������� ������ ������ ������ ������ ����� ������ �������

���� �� �VW TWU� � � ������� ������ ������ ������� ������ ����� ������ �������

�QG µ � � ������� ������ ������ ������� ������ ����� ������ �������

�UG µ � � ��������� �������� �������� ��������� � � � � ������� �������� ���������

���� ��6HSW� � � � �  ������� ������ ������ ������ ������ ����� ������ �������

2FW� � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

1RY� � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

'HF� � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

���� �� -DQ� � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

)HE� � � � � �  ������� ������ ������ ������ ������ ����� ������ �������

0DU� � � � � �  ������� ������ ������ ������� ������ ����� ������ �������

$SU� � � � � �  ������� ������ ������ ������� ������ ����� ������ �������

0D\ � � � � �  ������� ������ ������ ������� ������ ����� ������ �������

-XQH � � � �  ������� ������ ������ ������� ������ ����� ������ �������

-XO\ � � � � �  ������� ������ ������ ������� ������ ����� ������ �������

$XJ� � � � � �  ������� ������ ������ ������� ������ ����� ������ �������

6HSW� � � � � ��������� �������� �������� ��������� � � � � ������� �������� ���������

���
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Table a43

)RUHLJQ FXUUHQF\ VHFXULWLHV 0HPRUDQGXP LWHPV�

RI ZKLFK�

VKDUHV

2WKHU
ILQDQFLDO
DVVHWV

7RWDO
SRUWIROLR

1HW
DVVHWV *URVV

VDOHV
1HW
VDOHVVKDUHV VDOHV VDOHV

������ ������ ��� ������� ������� ������ ������ ����� � � � � � � � � � � � � �

������ ������ ��� ������� ������� ������ �������� ����� � � � � � � � � � � � � �

������ ������ ��� ������� ������� ������� ������ ����� � � � � � � � � � � � � �

������ ������ ��� ������� ������� ������� ������� ����� � � � � � � � � � � � � �

������ ������ ����� ������� ������� ������ ������ �UG TWU� �� ����� � � �

������ ������ ��� ������� ������� ������ ������ �WK µ� � � �

������ ������ ��� ������� ������� ������ ������ �VW TWU� �� ����� � � �

������ ������ ��� ������� ������� ������ ������ �QG µ� � � �

������ ������ ��� ������� ������� ������ ������ �UG µ� � � �

������ ������ ��� ������� ������� ������ ������ �WK µ� � � �

������� ������ ��� ������� ������� ������� ������� �VW TWU� �� ����� � � �

������� ������ ��� ������� ������� ������� ������� �QG µ� � � �

��������� �������� ����� ��������� ��������� ��������� �������� �UG µ� � � �

������ ������ ��� ������� ������� ������ ������ 6HSW��� ����� � � � � � � �

������ ������ ��� ������� ������� ������ ������ 2FW�� � � � � � � �

������ ������ ��� ������� ������� ������ ������ 1RY�� � � � � � � �

������ ������ ��� ������� ������� ������ ������ 'HF�� � � � � � � �

������� ������ ��� ������� ������� ������ ������ -DQ� �� ����� � � � � � � �

������� ������ ��� ������� ������� ������ ������ )HE�� � � � � � � �

������� ������ ��� ������� ������� ������ ������ 0DU�� � � � � � � �

������� ������ ��� ������� ������� ������ ������ $SU�� � � � � � � �

������� ������ ��� ������� ������� ������ ������ 0D\� � � � � � � �

������� ������ ��� ������� ������� ������ ������ -XQH� � � � � � � �

������� ������ ��� ������� ������� ������ ������ -XO\� � � � � � � �

������� ������ ��� ������� ������� ������ ������ $XJ�� � � � � � � �

��������� �������� ����� ��������� ��������� �������� �������� 6HSW�� � � � � � � �

���
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Table a44
Italian securities investment funds
(billions of lire)

6HFXULWLHV GHQRPLQDWHG LQ OLUH

*RYHUQPHQW VHFXULWLHV

RI ZKLFK�

%27V &7=V %73V &&7V

���� � � � � � � � � � � � � � � �  ������ ����� �� ����� �����

���� � � � � � � � � � � � � � � �  ������ ����� ����� ����� �����

���� � � � � � � � � � � � � � � �  ������ ������ ������ ������ ������

���� � � � � � � � � � � � � � � �  ������ �������� ������ ������ �����

���� �� �UG TWU� � � � � � �  ������ ����� ����� ����� �����

�WK µ � � � � � �  ������ ����� ����� ����� �����

���� �� �VW TWU� � � � � � �  ������ ����� ������ ����� �������

�QG µ � � � � � �  ����� ������� ������ ����� �������

�UG µ � � � � � �  ������ ������� ����� ����� �����

�WK µ � � � � � �  ������ ������� ����� ������ ������

���� �� �VW TWU� � � � � � �  ������ ����� ����� ������ �����

�QG µ � � � � � �  ������ ����� ����� ������ ������

�UG µ � � � � � �  �������� ��������� ��������� �������� �������

���� ��6HSW� � � � � � � � �  ����� ����� ����� ����� ���

2FW� � � � � � � � � �  ����� ������� ����� ����� �����

1RY� � � � � � � � � �  ����� ������� ����� ����� �����

'HF� � � � � � � � � �  ������ ����� ����� ����� �����

���� �� -DQ� � � � � � � � � �  ������  �����  ����� ����� �����

)HE� � � � � � � � � �  ������ ����� ���� ������ ���

0DU� � � � � � � � � �  ������ ��� ����� ����� ���

$SU� � � � � � � � � �  ������ ����� ������� ����� �����

0D\ � � � � � � � � �  ������ ��� ����� ������ �����

-XQH � � � � � � � �  ������ ��� ����� ������ �����

-XO\ � � � � � � � � �  ������ ��� ������� ����� �����

$XJ� � � � � � � � � �  ���  �������  ������� ����� �����

6HSW� � � � � � � � � �������� � � � � � � � � � � � � � � � �

���
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Table a44

)RUHLJQ FXUUHQF\ VHFXULWLHV

%RQGV 6KDUHV 7RWDO RI ZKLFK�
VKDUHV

2WKHU
ILQDQFLDO
DVVHWV

7RWDO
SRUWIROLR

��� ����� ������ ����� ����� ����� ������ ����� � � � � � � � � � � � � � �

��� ��� ������ ������� ������� ��� ����� ����� � � � � � � � � � � � � � �

����� ��� ������ ����� ����� ����� ������ ����� � � � � � � � � � � � � � �

����� ����� ������ ������ ������ ����� ������� ����� � � � � � � � � � � � � � �

��� ��� ������ ����� ��� ��� ������ �UG TWU� �� ����� � � � � �

��� ��� ������ ����� ����� ���� ������ �WK µ� � � � � �

��� ����� ������ ������ ����� ����� ������ �VW TWU� �� ����� � � � � �

��� ��� ����� ������ ����� ����� ������ �QG µ� � � � � �

��� ����� ������ ������ ����� ���� ������ �UG µ� � � � � �

��� ����� ������ ������ ����� �� ������ �WK µ� � � � � �

����� ������ ������ ������ ������ � ������� �VW TWU� �� ����� � � � � �

��� ����� ������ ������ ������ �� ������� �QG µ� � � � � �

����� ��������� �������� �������� ������� ���� �������� �UG µ� � � � � �

��� ��� ������ ����� ����� ���� ������ 6HSW� �� ����� � � � � �

��� ��� ����� ����� ��� �� ������ 2FW�� � � � � �

��� ��� ����� ����� ����� �� ������ 1RY�� � � � � �

��� ����� ������ ����� ����� ��� ������ 'HF�� � � � � �

��� ����� ������ ������ ����� ���� ������ -DQ� �� ����� � � � � �

��� ����� ������ ������ ����� �� ������ )HE�� � � � � �

��� ����� ������ ������ ����� � ������ 0DU�� � � � � �

��� ����� ������ ������ ����� �� ������ $SU�� � � � � �

� � ����� ������ ������ ����� ��� ������ 0D\� � � � � �

��� ����� ������ ����� ����� � ������ -XQH� � � � � �

���� �� ������ ������ ����� �� ������ -XO\� � � � � �

��� ������� ����� ����� ����� ��� ����� $XJ�� � � � � �

����� �� �� �������� ������� ��������� ���� �������� 6HSW�� � � � � �

���
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Table a45
Portfolio management services (1)
(end--of--period market values in billions of lire)

*RYHUQPHQW VHFXULWLHV
%RQGV 6KDUHV

RI ZKLFK�
%RQGV 6KDUHV

%27V %73V &&7V ,WDOLDQ )RUHLJQ ,WDOLDQ )RUHLJQ

���� � �UG TWU�

%DQNV � � � � � � � � � � � �  ������� ������ ������ ������ ������ ����� ����� ���

6HFXULWLHV ILUPV � � � ������ ����� ������ ������ ����� ����� ����� �����

7RWDO � � �  ������� ������ ������ ������ ������ ������ ������ �����

���� � �WK TWU�

%DQNV � � � � � � � � � � � �  ������� ������ ������ ������ ������ ������ ����� ���

6HFXULWLHV ILUPV � � � ������ ����� ������ ������ ����� ����� ����� �����

7RWDO � � �  ������� ������ ������ ������ ������ ������ ������ �����

���� � �VW TWU�

%DQNV � � � � � � � � � � � �  ������� ������ ������ ������ ������ ������ ����� ���

6HFXULWLHV ILUPV � � � ������ ����� ������ ������ ����� ������ ����� �����

7RWDO � � �  ������� ������ ������ ������ ������ ������ ������ �����

���� � �QG TWU�

%DQNV � � � � � � � � � � � �  �������  ������  ������ ������ ������ ������ ����� ���

6HFXULWLHV ILUPV � � � ������ ����� ������ ������ ����� ������ ����� �����

7RWDO � � �  ������� ������ ������ ������ ������ ������ ������ �����

���� � �UG TWU�

%DQNV � � � � � � � � � � � �  ������� ������ ������ ������ ������ ������ ����� ���

6HFXULWLHV ILUPV � � � ������ ����� ������ ������ ����� ������ ����� �����

7RWDO � � �  ������� ������ ������ ������ ������ ������ ������ �����

���� � �WK TWU�

%DQNV � � � � � � � � � � � �  �������  �����  ������ ������ ������ ������ ������ ���

6HFXULWLHV ILUPV � � � ������ ����� ������ ������ ����� ������ ����� �����

7RWDO � � �  ������� ������ ������ ������ ������ ������ ������ �����

���� � �VW TWU� ���

%DQNV � � � � � � � � � � � �  ������� ����� ������ ������ ������ ������ ������ �����

6HFXULWLHV ILUPV � � � ������ ����� ������ ����� ����� ������ ������ �����

7RWDO � � �  ������� ����� ������� ������ ������ ������ ������ �����

���� � �QG TWU� ���

%DQNV � � � � � � � � � � � �  ������� ����� ������ ������ ������ ������ ������ �����

6HFXULWLHV ILUPV � � � ������ ����� ������ ����� ����� ������ ������ �����

7RWDO � � �  ������� ������ ������� ������ ������ ������ ������ �����

��� 6HH WKH QRWHV WR WKH VWDWLVWLFDO WDEOHV� �� ��� 3URYLVLRQDO�

���
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Table a45

,QYHVWPHQW IXQG XQLWV 2WKHU 7RWDO 0HPRUDQGXP LWHPV�,QYHVWPHQW IXQG XQLWV 2WKHU
ILQDQFLDO
DVVHWV

7RWDO
SRUWIROLR

7RWDO
PDQDJHG
IXQGV

0HPRUDQGXP LWHPV�

,WDOLDQ )RUHLJQ
DVVHWV SRUWIROLR J

IXQGV
*URVV IXQG�UDLVLQJ 1HW IXQG�UDLVLQJ

���� � �UG TWU�

����� ��� ����� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

����� ��� �� ������ ������ ����� ����� 6HFXULWLHV ILUPV� � � �

����� ��� ����� ������� ������� ������ ������ � � � 7RWDO

���� � �WK TWU�

����� ��� ����� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

����� ��� �� ������ ������ ����� ����� 6HFXULWLHV ILUPV� � � �

����� ��� ����� ������� ������� ������ ������ � � � 7RWDO

���� � �VW TWU�

������ ��� ��� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

����� ��� �� ������ ������ ������ ����� 6HFXULWLHV ILUPV� � � �

������ ����� ��� ������� ������� ������ ������ � � � 7RWDO

���� � �QG TWU�

������ ��� ��� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

����� ����� �� ������ ������ ������ ����� 6HFXULWLHV ILUPV� � � �

������ ����� ��� ������� ������� ������ ������ � � � 7RWDO

���� � �UG TWU�

������ ����� ��� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

������ ����� �� ������ ������� ������ ����� 6HFXULWLHV ILUPV� � � �

������ ����� ��� ������� ������� ������ ������ � � � 7RWDO

���� � �WK TWU�

������ ����� ��� ������� ������� ������ ����� %DQNV� � � � � � � � � � � �

������ ����� �� ������� ������� ������ ������ 6HFXULWLHV ILUPV� � � �

������ ����� ��� ������� ������� ������ ������ � � � 7RWDO

���� � �VW TWU� ���

������ ����� ��� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

������ ����� �� ������� ������� ������ ������ 6HFXULWLHV ILUPV� � � �

������� ����� ����� ������� ������� ������ ������ � � � 7RWDO

���� � �QG TWU� ���

������� ����� ��� ������� ������� ������ ������ %DQNV� � � � � � � � � � � �

������ ����� �� ������� ������� ������ ������ 6HFXULWLHV ILUPV� � � �

������� ����� ��� ������� ������� ������� ������ � � � 7RWDO

���
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Table a46
Net issues of securities
(billions of lire)

,VVXHUV
7RWDO

,QYHVWRUV

3XEOLF
VHFWRU %DQNV

,QWHUQDWLRQDO
FRPSDQLHV DQG
VXSUDQDWLRQDO
LQVWLWXWLRQV

7RWDO
ERQGV DQG
JRYHUQPHQW
VHFXULWLHV %,�8,& %DQNV ,QYHVWPHQW

IXQGV 2WKHU
6KDUHV

���� � � � � � � � � � �  ������� ������ ������� ������� ������ ������ ����� ������ �����

���� � � � � � � � � � �  ������� ������ ������� ������� ������ ������ ������ ������� ������

���� � � � � � � � � � �  ������� ������ ������� ������� ������� ������ ������ ������ ������

���� � � � � � � � � � �  ������ ����� ������� ������ ������� �������� ������ ������� �����

���� � � � � � � � � � �  ������� ������ ����� ������� �������� ������ ������ ������� �����

���� � � � � � � � � � �  ������ ������ ��� ������� �������� �������� ������ ������ �����

���� �� �QGTWU� � ������ ����� ��� ������ ����� ������� ������ ������ ���

�UG µ � ������ ������ ��� ������ ������� ����� ������ ������ �����

�WK µ � ����� ������ ����� ������ �������� ������ ������ ������ �����

���� �� �VW TWU� � ������ ������ ����� ������ ������ ����� ������ ������ ���

�QG µ � ����� ������ ������� ������ ������� �������� ����� ������ ���

�UG µ � ����� ������ ��� ������ �������� �������� ������ ������ ���

�WK µ � �������� ������ ��� ����� ������� ������� ������ �������� �����

���� �� �VW TWU� � �������� �������� ����� �������� �������� ������� ������ ��������� �������

�QG µ � �������� �������� ������� �������� ������� ������� ������ ���������� �������

���� ��$XJ� � � � �  ��������  ����� � � ������� ������� ������� ����� ����� ��

6HSW� � � � ����� ����� �� ������ ������� ������� ����� ������ ���

2FW� � � � �  ����� ����� ��� ������ ������� ����� ����� ����� ��

1RY� � � � �  ������� ����� ��� ����� ��� ��� ����� ������� �����

'HF� � � � �  ��������  ����� ���� ������� ������� ������� ������ �������� �����

���� �� -DQ� � � � �  ��������� ������� ����� ��������� ������� ������� ������ ���������� �����

)HE� � � � �  �������� ������� ����� �������� ������� ��������� ������ �������� �������

0DU� � � � �  ������� �������� �� �� �������� ������� ������� ������ ������� �� ��

$SU� � � � �  ������� ������� �� �� �������� ������� ������� ������ ��������� �������

0D\ � � � �  �������� ������� ������� �������� ������� ������� ������ ������� �� ��

-XQH � � � ��������� ������� �� �� ������� ������� ��������� ������ ��������� �������

-XO\ � � � �  ������� ������� ������ ������� �������� ������� ������ �������� �������

$XJ� � � � � ������� ������� ������� �������� ����� ��������� ��� �������� �� ��
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Table a47
,VVXH FRQGLWLRQV RI 7UHDVXU\ ERQGV �%73V�

&2'( 'DWH RI
PDWXULW\

'DWH RI
LVVXH

3ULFH DW
LVVXH

<LHOG DW
LVVXH $PRXQW

WDNHQ XS
&RXSRQ

&2'( PDWXULW\ LVVXH LVVXH
JURVV QHW

WDNHQ XS
�OLUH ELOOLRQ� JURVV QHW

������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
����� �������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ �������� �������� ����� ���� ���� ����� ����� �����
������ ��������� �������� ����� ���� ���� ����� ����� �����
������ �������� �������� ����� ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ����� ���� ���� ����� ����� �����
������ �������� ��������� ����� ���� ���� ����� ����� �����
������ �������� �������� ����� ���� ���� ����� ����� �����
������ ��������� �������� ������ ���� ���� ����� ����� �����
������ �������� �������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ ��������� ��������� ������ ���� ���� ����� ����� �����
������ �������� ��������� ������ ���� ���� ����� ����� �����
������ �������� ��������� ������ ���� ���� ����� ����� �����
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������  ���������  ���������  ������  ����  � � � �  �����  �����  � � � �
������ �������� ��������� ������ ���� � � � �  �����  �����  � � � �
������ ��������� ��������� ����� ���� � � � �  �����  �����  � � � �
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������ ��������� �������� ������ ���� � � � �  �����  �����  � � � �
������  ���������  ���������  ������  ����  � � � �  �����  �����  � � � �
������ �������� ��������� ������ ���� � � � �  �����  �����  � � � �
������ ��������� ��������� ������ ���� � � � �  �����  �����  � � � �
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������ �������� �������� ������ ���� � � � �  �����  �����  � � � �
������ ��������� �������� ������ ���� � � � �  �����  �����  � � � �
������  ���������  ���������  ������  ����  � � � �  �����  �����  � � � �
������ ��������� ��������� ������ ���� � � � �  �����  �����  � � � �
������ �������� ��������� ������ ���� � � � �  �����  �����  � � � �

������ �������� ��������� ������ ���� � � � � ����� ����� � � � �

���
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Table a47 cont.

,VVXH FRQGLWLRQV RI 7UHDVXU\ FUHGLW FHUWLILFDWHV �&&7V�

&2'( 'DWH RI
PDWXULW\

'DWH RI
LVVXH

3ULFH DW
LVVXH

<LHOG DW
LVVXH $PRXQW

WDNHQ XS 6SUHDG
)LUVW FRXSRQ

&2'( PDWXULW\ LVVXH LVVXH
JURVV QHW

WDNHQ XS
�OLUH ELOOLRQ�

6SUHDG

JURVV QHW

������ �������� �������� ����� ���� ���� ����� ���� ����� �����
������ �������� ��������� ����� ���� ���� ����� ���� ����� �����
������ �������� �������� ����� ���� ���� ����� ���� ����� �����
������ �������� ��������� ����� ���� ���� ����� ���� ����� �����
������ �������� �������� ����� ���� ���� ����� ���� ����� �����
������ �������� �������� ����� ���� ���� ����� ���� ����� �����
������ �������� �������� ����� ���� ���� ����� ���� ����� �����
������ �������� ��������� ������ ���� ���� ����� ���� ����� �����
������ �������� ��������� ������ ���� ���� ����� ���� ����� �����
������ �������� �������� ������ ���� ���� ����� ���� ����� �����
������ �������� �������� ������ ���� ���� ������� ���� ����� �����
������ �������� �������� ������ ���� ���� ����� ���� ����� �����
������ �������� �������� ������ ���� ���� ����� ���� ����� �����
������ �������� �������� ������ ���� ���� ����� ���� ����� �����
������ �������� �������� ������ ���� ���� ����� ���� ����� �����
������ �������� �������� ������ ���� � � � � ����� ���� ����� � � � �
������ �������� �������� ������ ���� � � � � ����� ���� ����� � � � �
������ �������� �������� ������ ���� � � � � ����� ���� ����� � � � �
������ ��������� ��������� ������ ���� � � � � ����� ���� ����� � � � �

,VVXH FRQGLWLRQV RI ]HUR�FRXSRQ 7UHDVXU\ FHUWLILFDWHV �&7=V�

&2'( 'DWH RI
PDWXULW\

'DWH RI
LVVXH

3ULFH DW
LVVXH

<LHOG DW
LVVXH $PRXQW

WDNHQ XS&2'( PDWXULW\ LVVXH LVVXH
JURVV QHW

WDNHQ XS
�OLUH ELOOLRQ�

������ ���������� ��������� ����� ���� ���� �����
������ ���������� ��������� ����� ���� ���� �����
������ ���������� ��������� ����� ���� ���� �����
������ ���������� ��������� ����� ���� ���� �����
������ ��������� ��������� ����� ���� ���� �����
������ ���������� ��������� ����� ���� ���� �����
������ ��������� ��������� ����� ���� ���� �����
������ ���������� ��������� ����� ���� ���� �����
������ ��������� ��������� ����� ���� ���� �����
������ ���������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����
������ ��������� ��������� ����� ���� � � � � �����

���
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Table a48
Securities market: yield to maturity and total return indices

<LHOG WR PDWXULW\ �JURVV� 7RWDO UHWXUQ LQGLFHV �JURVV�

&&7V &7(V %73V &72V %DQN
ERQGV &&7V &7(V %73V &72V ,QYHVWPHQW

IXQGV

���� � � � � � � � � � � � �  �����  �����  �����  �����  ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � �  �����  ����  �����  �����  ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � �  ����  ����  �����  �����  ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � �  �����  ����  �����  �����  ����� ������ ������ ������ ������ ������

���� � � � � � � � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

���� � � � � � � � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

���� �� �UG TWU� � � � ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

�WK µ � � � ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

���� �� �VW TWU� � � � ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

�QG µ � � � ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

�UG µ � � � ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

�WK µ � � � ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

���� �� �VW TWU� ���� ���� ���� ���� ���� ������ ������ ������ ������ ������

�QG µ � � � ���� ���� ���� �� ���� ������ ������ ������ �� ������

�UG µ � � � ���� ���� ���� �� ���� ������ ������ ������ �� ������

���� ��6HSW� � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

2FW� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

1RY� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

'HF� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

���� �� -DQ� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

)HE� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

0DU� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

$SU� � � � � � �  ����  ����  ����  ����  ���� ������ ������ ������ ������ ������

0D\ � � � � � �  ����  ����  ����  ��  ���� ������ ������ ������ �� ������

-XQH � � � � �  ����  ����  ����  ��  ���� ������ ������ ������ �� ������

-XO\ � � � � � �  ����  ����  ����  ��  ���� ������ ������ ������ �� ������

$XJ� � � � � � �  ����  ����  ����  ��  ���� ������ ������ ������ �� ������

6HSW� � � � � � ���� ���� ���� �� ���� ������ ������ ������ �� ������
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Table a49
The money supply
(stocks in billions of lire)

(QG�RI�SHULRG GDWD

6LJKW GHSRVLWV

1RWHV DQG FRLQ
%DQNV 3RVW 2IILFH

2WKHU LWHPV 7RWDO� 0� 6KRUW�WHUP
&'V

���� � � � � � � � � � �  ������  ������� ����� ������ ������� ������

���� � � � � � � � � � �  ������  �������  �����  ������  ������� ������

���� � � � � � � � � � �  ������  ������� ����� ������ ������� ������

���� � � � � � � � � � �  ������  ������� ����� ������ ������� ������

���� � � � � � � � � � �  ������  ������� ����� ������ ������� ������

���� � � � � � � � � � �  ������  ������� ����� ������ ������� ������

���� ��$XJ� � � � �  ������  �������  ����� ����� ������� ������

6HSW� � � � ������ ������� ����� ����� ������� ������

2FW� � � � �  ������  ������� ����� ������ ������� ������

1RY� � � � �  ������  ������� ����� ������ ������� ������

'HF� � � � �  �������  ������� ����� �������� ��������� ������

���� �� -DQ� � � � �  ������  ������� ����� �������� ��������� ������

)HE� � � � �  ������  ������� ����� �������� ��������� ������

0DU� � � � �  ������  �������  ����� ������� ��������� ������

$SU� � � � �  ������  ������� ����� ������� ��������� ������

0D\ � � � �  ������  ������� ����� ������� ��������� ������

-XQH � � � ������ ������� ����� �������� ��������� ������

-XO\ � � � �  �������  ������� ����� �������� ��������� ������

$XJ� � � � �  ������  ������� ����� ������� ��������� ������

6HSW� � � � ������ ������� ����� ������� ��������� ������

2FW� � � � �  ������  �������  ����� �������� ��������� ������

1RY� � � � �  �������  ������� ����� �������� ��������� ������

'HF� � � � �  �������  �������  ����� �������� ��������� ������

���� �� -DQ� � � � �  �������  ������� ����� �������� ��������� ������

)HE� � � � �  �������  ������� ����� ������� ��������� ������

0DU� � � � �  �������  �������  ����� ������� ��������� ������

$SU� � � � �  �������  ������� ����� �������� ��������� ������

0D\ � � � �  ��������� ������� ����� ������� ��������� ������

-XQH � � � ��������� ��������� ������� �������� ��������� ������

-XO\ � � � �  ��������� ��������� ������� �������� ��������� ������

$XJ� � � � � ��������� ��������� ������� ������� ��������� ������

���
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Table a49

$YHUDJH GDWD

6DYLQJV
GHSRVLWV

3RVWDO
VDYLQJV GHSRVLWV

7RWDO� 0� �QHW RI &'V
ZLWK D PDWXULW\ RI DW
OHDVW �� PRQWKV�

0�
0� �QHW RI &'V

ZLWK D PDWXULW\ RI DW
OHDVW �� PRQWKV�

([WHQGHG
0�

������� ������ ������� ������� ������� ������� ����� � � � � � � � � � �

������� ������ ������� ������� ������� ������� ����� � � � � � � � � � �

������� ������ ������� ������� ������� ������� ����� � � � � � � � � � �

������� ������ ������� ������� ������� ������� ����� � � � � � � � � � �

������� ������ ������� ������� ������� ������� ����� � � � � � � � � � �

������� ������ ������� ������� ������� ������� ����� � � � � � � � � � �

������� ������ ������� ������� ������� ������� $XJ� �� ����� � � �

������� ������ ������� ������� ������� ������� 6HSW�� � � �

������� ������ ������� ������� ������� ������� 2FW�� � � �

������� ������ ������� ������� ������� ������� 1RY�� � � �

������� ������ ��������� ��������� ��������� ��������� 'HF�� � � �

������� ������ ��������� ��������� ��������� ��������� -DQ� �� ����� � � �

������� ������ ��������� ��������� ��������� ��������� )HE�� � � �

������� ������ ��������� ��������� ��������� ��������� 0DU�� � � �

������� �������� ��������� ��������� ��������� ��������� $SU�� � � �

������� �������� ��������� ��������� ��������� ��������� 0D\� � � �

������� �������� ��������� ��������� ��������� ��������� -XQH� � � �

������� �������� ��������� ��������� ��������� ��������� -XO\� � � �

������� �������� ��������� ��������� ��������� ��������� $XJ�� � � �

������� �������� ��������� ��������� ��������� ��������� 6HSW�� � � �

������� �������� ��������� ��������� ��������� ��������� 2FW�� � � �

������� �������� ��������� ��������� ��������� ��������� 1RY�� � � �

������� �������� ��������� ��������� ��������� ��������� 'HF�� � � �

������� �������� ��������� ��������� ��������� ��������� -DQ� �� ����� � � �

������� �������� ��������� ��������� ��������� ��������� )HE�� � � �

������� �������� ��������� ��������� ��������� ��������� 0DU�� � � �

������� �������� ��������� ��������� ��������� ��������� $SU�� � � �

������� �������� ��������� ��������� ��������� ��������� 0D\� � � �

������� �������� ��������� ��������� ��������� ��������� -XQH� � � �

������� �������� ��������� ��������� ��������� ��������� -XO\� � � �

������� �������� ��������� ��������� ��������� ��������� $XJ�� � � �

���
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Table a50
Liquid assets
(end--of--period stocks in billions of lire)

0�
&'V ZLWK D
PDWXULW\ RI DW

OHDVW �� PRQWKV

6HFXULWLHV DFTXLUHG
XQGHU UHSRV

32 VDYLQJV
FHUWLILFDWHV %27V DQG %7(V

%DQNHU·V
DFFHSWDQFHV

7RWDO
OLTXLG DVVHWV

���� � � � � � � � � � � � �  ������� ������� ������ ������ ������� ����� ���������

���� � � � � � � � � � � � �  ������� ������� ������ ������ ������� ����� ���������

���� � � � � � � � � � � � �  �������  �������  ������  ������ ������� ����� ���������

���� � � � � � � � � � � � �  �������  �������  ������  ������  �������  �����  ���������

���� � � � � � � � � � � � �  ������� ������� ������ ������ ������� ����� ���������

���� � � � � � � � � � � � �  ������� ������� ������� ������ ������� ��� ���������

���� ��$XJ� � � � � � �  ������� ������� ������� ������� ������� ��� ���������

6HSW� � � � � �  ������� ������� ������� ������� ������� ��� ���������

2FW� � � � � � �  �������  �������  �������  ������� ������� ��� ���������

1RY� � � � � � �  ������� ������� ������� ������� ������� ��� ���������

'HF� � � � � � �  ���������  �������  �������  �������  ������� ����� �����������

���� �� -DQ� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

)HE� � � � � � �  ���������  �������  �������  ���������  �������  ����� �����������

0DU� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

$SU� � � � � � �  ���������  �������  �������  ��������� ������� ����� �����������

0D\ � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

-XQH � � � � �  ���������  �������  �������  ��������� ������� ����� �����������

-XO\ � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

$XJ� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

6HSW� � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

2FW� � � � � � �  ���������  �������  �������  ��������� ������� ����� �����������

1RY� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

'HF� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

���� �� -DQ� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

)HE� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

0DU� � � � � � �  ��������� ������� ������� ��������� ������� ����� �����������

$SU� � � � � � �  ���������  �������  �������  ��������� ������� ����� �����������

0D\ � � � � � �  ��������� ������ ������� ��������� ������� ����� �����������

-XQH � � � � �  ��������� ������ ������� ��������� ������� ����� �����������

-XO\ � � � � � �  ��������� ������ ������� ��������� ������� ����� �����������

$XJ� � � � � � � ��������� ������ ������� ��������� ������� ����� �����������
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Table a51
Financial assets
(end--of--period stocks in billions of lire)

0HGLXP DQG ORQJ�WHUP VHFXULWLHV
7RWDO

/LTXLG
DVVHWV *RYHUQPHQW

VHFXULWLHV

%RQGV RI
&UHGLRS DQG
DXWRQRPRXV
JRYW� DJHQFLHV

2WKHU
ERQGV

8QLWV RI
LQYHVWPHQW

IXQGV

2WKHU
ILQDQFLDO
DVVHWV

7RWDO
GRPHVWLF
ILQDQFLDO
DVVHWV

7RWDO
ILQDQFLDO
DVVHWV

���� � � � � � � � � � � � � � �  ��������� ������� ������ ������ ������ ����� ��������� ���������

���� � � � � � � � � � � � � � �  ��������� ������� ������ ������� ������ ����� ��������� ���������

���� � � � � � � � � � � � � � �  ��������� ������� ������ ������� ������ ����� ��������� ���������

���� � � � � � � � � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

���� � � � � � � � � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

���� � � � � � � � � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

���� ��$XJ� � � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

6HSW� � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

2FW� � � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

1RY� � � � � � � � �  ��������� ������� ������ ������� ������� ����� ��������� ���������

'HF� � � � � � � � �  ����������� ������� ������ ������� ������� ����� ����������� �����������

���� �� -DQ� � � � � � � � �  ����������� ������� �������� ��������� ������� ����� ����������� �����������

)HE� � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

0DU� � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

$SU� � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

0D\ � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

-XQH � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

-XO\ � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

$XJ� � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

6HSW� � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

2FW� � � � � � � � �  ����������� ������� �������� ��������� ������� ������� ����������� �����������

1RY� � � � � � � � �  ����������� ��������� �������� ��������� ������� ������� ����������� �����������

'HF� � � � � � � � �  ����������� ��������� �������� ��������� ������� ������� ����������� �����������

���� �� -DQ� � � � � � � � �  ����������� ��������� �������� ��������� ������� ������� ����������� �����������

)HE� � � � � � � � �  ����������� ��������� �������� ��������� ������� �������� ����������� �����������

0DU� � � � � � � � �  ����������� ��������� �������� ��������� ������� �������� ����������� �����������

$SU� � � � � � � � �  ����������� ��������� �������� ��������� ������� �������� ����������� �����������

0D\ � � � � � � � �  ����������� ��������� �������� ��������� ������� �������� ����������� �����������

-XQH � � � � � � �  ����������� ��������� �������� ��������� ������� ������� ����������� �����������

-XO\ � � � � � � � �  ����������� ��������� �������� ��������� ������� ������� ����������� �����������

$XJ� � � � � � � � � ����������� ��������� �������� ��������� ������� ������� ����������� �����������
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Table a52
Credit
(end--of--period stocks in billions of lire)

)LQDQFH WR WKH QRQ�VWDWH VHFWRU

6KRUW�WHUP
EDQN ORDQV

0HGLXP DQG
ORQJ�WHUP
EDQN ORDQV

%RQGV SODFHG
GRPHVWLFDOO\

7RWDO GRPHVWLF
ILQDQFH

)RUHLJQ
ILQDQFH

���� � � � � � � � � � � � � � � � � � � � �  ������� ������� ������ ������� ������

���� � � � � � � � � � � � � � � � � � � � �  ������� ������� ������ ������� �������

���� � � � � � � � � � � � � � � � � � � � �  ������� ������� ������ ������� �������

���� � � � � � � � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

���� � � � � � � � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

���� � � � � � � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

���� ��$XJ� � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

6HSW� � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

2FW� � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

1RY� � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

'HF� � � � � � � � � � � � � � �  ������� ������� ������ ��������� �������

���� �� -DQ� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

)HE� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

0DU� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

$SU� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

0D\ � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

-XQH � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

-XO\ � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

$XJ� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

6HSW� � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

2FW� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

1RY� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

'HF� � � � � � � � � � � � � � �  ������� ������� �������� ����������� ���������

���� �� -DQ� � � � � � � � � � � � � � �  ������� ��������� �������� ����������� ���������

)HE� � � � � � � � � � � � � � �  ������� ��������� �������� ����������� ���������

0DU� � � � � � � � � � � � � � �  ������� ��������� �������� ����������� ���������

$SU� � � � � � � � � � � � � � �  ������� ��������� �������� ����������� ���������

0D\ � � � � � � � � � � � � � �  ��������� ��������� �������� ����������� ���������

-XQH � � � � � � � � � � � � �  ��������� ��������� �������� ����������� ���������

-XO\ � � � � � � � � � � � � � �  ��������� ��������� �������� ����������� ���������

$XJ� � � � � � � � � � � � � � � ��������� ��������� �������� ����������� ���������

���
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Table a52

6WDWH VHFWRU GHEW &UHGLW

7RWDO
ILQDQFH

RI ZKLFK�
GRPHVWLF

7RWDO
GRPHVWLF 7RWDO

������� ��������� ��������� ��������� ��������� ����� � � � � � � � � � � � � � � � � � � �

������� ��������� ��������� ��������� ��������� ����� � � � � � � � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� ����� � � � � � � � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� ����� � � � � � � � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� ����� � � � � � � � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� ����� � � � � � � � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� $XJ��� ����� � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� 6HSW�� � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� 2FW�� � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� 1RY�� � � � � � � � � � � � � �

��������� ��������� ��������� ��������� ��������� 'HF�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� -DQ��� ����� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� )HE�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� 0DU�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� $SU�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� 0D\� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� -XQH� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� -XO\� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� $XJ�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� 6HSW�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� 2FW�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� 1RY�� � � � � � � � � � � � � �

����������� ��������� ��������� ����������� ����������� 'HF�� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� -DQ��� ����� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� )HE�� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� 0DU�� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� $SU�� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� 0D\� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� -XQH� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� -XO\� � � � � � � � � � � � � �

����������� ����������� ����������� ����������� ����������� $XJ�� � � � � � � � � � � � � �

���
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Table a53
M2 and its counterparts
(changes in billions of lire)

&RXQWHUSDUWV

0�
2IILFLDO UHVHUYHV

1HW IRUHLJQ
SRVLWLRQ
RI EDQNV

&UHGLW WR WKH
QRQ�VWDWH
VHFWRU

&UHGLW
WR WKH VWDWH

VHFWRU

2WKHU
LWHPV

���� � � � � � � � � � � � � � � � � � � � �  �����  ��������  ��������  �������� �������� �����������

���� � � � � � � � � � � � � � � � � � � � �  ������  �����  ������ �������� �������� �����������

���� � � � � � � � � � � � � � � � � � � � �  �����  �����  ��������  ������ ������ ��������

���� � � � � � � � � � � � � � � � � � � � �  �������� ����� ������ ������ �������� ��������

���� � � � � � � � � � � � � � � � � � � � �  ������  ������  ������ ������ ����� ��������

���� � � � � � � � � � � � � � � � � � � � �  ������ ������ �������� ������ �������� ������

���� ��$XJ� � � � � � � � � � � � � � �  �������  �������  ������ �������� ��� ���

6HSW� � � � � � � � � � � � � �  ������  ���  �����  �����  ������  �����

2FW� � � � � � � � � � � � � � �  �������  �����  �����  �������  ������  ��������

1RY� � � � � � � � � � � � � � �  ������  �������  ������ ����� ������ ��������

'HF� � � � � � � � � � � � � � �  ������ ������� ������ ������ �������� ������

���� �� -DQ� � � � � � � � � � � � � � �  ���������� ����� �������� �������� ������� ���������

)HE� � � � � � � � � � � � � � �  �������  �������  �����  ���  �������  �������

0DU� � � � � � � � � � � � � � �  ��������� ������� ������� ������� �������� ������

$SU� � � � � � � � � � � � � � �  �������  �������  �����  �����  ������� ���������

0D\ � � � � � � � � � � � � � �  �������� ����� ������ ����� ������� ����������

-XQH � � � � � � � � � � � � �  �������� ������� ������ ������ ���������� ��������

-XO\ � � � � � � � � � � � � � �  ��������� ������ ��� ����� ���������� �����

$XJ� � � � � � � � � � � � � � �  ���������� ����� �������� �������� ������� ��������

6HSW� � � � � � � � � � � � � �  �������� ����� ������� ���� ������� ��������

2FW� � � � � � � � � � � � � � �  ������� ������� ����� ��� �������� ���������

1RY� � � � � � � � � � � � � � �  ��������� ��� �������� ����� ��������� �������

'HF� � � � � � � � � � � � � � �  �������� ����� ����� ������ ���������� ��������

���� �� -DQ� � � � � � � � � � � � � � �  ���������� ������� �������� ��������� ������� ���������

)HE� � � � � � � � � � � � � � �  ��������� ����� ������� ����� ���������� ��������

0DU� � � � � � � � � � � � � � �  �������� ����� �������� ������� ������� ��������

$SU� � � � � � � � � � � � � � �  ������� ������� ������� ������� �������� ���������

0D\ � � � � � � � � � � � � � �  �������  �������  �����  ��������� ��������� ��������
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Notes to the statistical tables

Table a1

Sources: OECD, Istat and national statistics.

The annual figures for the current account balance may
not coincide with the sum of the seasonally adjusted
quarterly figures.

Table a2

Sources: Istat and national statistics.

For Italy, see the notes to Table a14.

Table a3

Sources: Istat and national statistics.

For Italy, the consumer price index; see the notes to
Table a16.

For the United Kingdom, consumer prices excluding
mortgage interest.

Table a4

Sources: OECD, calculations based on ENI and Istat
data and national statistics.

Includes energy sources and products. For the United
States, producer prices of industrial goods; for Germany,
up to and including 1990 the figures refer to the country’s
western regions; for Italy, the series refers to producer
pricesof manufactures,extendedtoincludeenergy sources
and products.

Table a5

Source: National statistics.

Official reference rates. For France, intervention rate;
for the United Kingdom, base rate; for Canada, official
bank rate; for all theother countries, discount rate.

Money market rates. For the United States, rate on
3--month CDs; for Japan, 3--month call rate
(uncollateralized); for Germany, 3--month bank lending
rate; for France, Italy and the United Kingdom, 3--month
interbank rate; for Canada, rate on 3--month prime
corporatepaper.

Table a6

Source: National statistics.

Bond yields (secondary market, gross). For the United
States, 10--year Treasury notes and bonds; for Germany,
9--10year publicsector bonds; for Japan,France, theUnited
Kingdom and Canada, 10--year public sector bonds; for
Italy, yield on 10--year benchmark BTPs listed in the
screen--based market.

Share indices (1988=100). For the United States,
StandardandPoor’scompositeindex; for Japan, Topix; for
Germany,FAZ Aktien; for France,CAC40; for Italy,MIB;
for the United Kingdom, FT All --Share; for Canada,
composite index of the Toronto stock exchange (closing
prices).

Table a7

Source: National statistics.

The US dollar forward premiums and discounts are
calculated as the differences between the interest rates
shown in theupper part of the table.

Table a8

Source: IMF for thepricesof gold.

Period averages except for gold prices, which are
end--of--period values.

Table a9

Thenominal effectiveexchangeratesarecalculated for
each country with referenceto thecurrenciesof 24 trading
partners. For the methodology, see the article “Nuovi
indicatori di tassodi cambioeffettivo nominaleereale”, in
Banca d’Italia, Bollettino Economico, no. 30, February
1998.

Table a10

Sources: Based on IMF and OECD data and national
statistics.

The real effective exchange rates are calculated on the
basis of the producer prices of manufactures of 25
countries. For the methodology, see the article “Nuovi
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indicatori di tasso di cambio effettivo nominale e reale” , in
Banca d’Italia, Bollettino Economico, no. 30, February
1998.

Table a11

Sources: Based on IMF and OECD data and national
statistics.

For themethodology, seethearticle“Nuovi indicatori di
tasso di cambio effettivo nominale e reale”, in Banca
d’Italia, Bollettino Economico, no. 30, February 1998.

Table a12

As of this issue of the Economic Bulletin (no. 27,
October 1998), the method of calculating the foreign
exposureof the Italian banking system hasbeen modified
to bring it into linewith that used by the BIS.

As in the past, the aggregate comprises the claims
(loans, securities, etc.) of theItalian banks, including their
branchesandsubsidiariesabroad,onnon--residents(except
for loansgranted by branchesabroad to local operators in
thecurrency of thehost country). Thechangesconcern the
cancelling out of intragroup positionsand theexclusion of
theclaimsof Italian branchesof foreign banks.

Table a13

Source: Istat.

Seasonally adjusted. “Other domestic uses” include
government consumption and changes in stocks.

Table a14

Sources: Based on Istat and Isco data.

The indices of industrial production are adjusted for
variations in the number of working days. The seasonal
adjustment of the general index of production is distinct
fromthat of theindicesof productionby economicuse; the
aggregate index may therefore differ from the weighted
meanof thedisaggregated indices. Raw dataareshownfor
stocksof finished goods.

Table a15

Source: Istat.

Theparticipation rateiscalculated with referenceto the
wholepopulation.

Table a17

Source: Istat.

The table reflects the introduction of the new base
(1995=100), which replaces that previously used by Istat
(1992=100).

As of February 1992 the consumer price index for
worker and employee households excludes tobacco
products (Law 81/1992). Since then the percentage
changes between the indices including and excluding
tobacco products have been calculated using Istat
reconciliation coefficients (1.0034 for food products and
1.0009 for theoverall index).

Table a19

Source: Istat.

The table reflects the introduction of the new base
(1995=100), which replaces that previously used by Istat
(1990=100).

Table a20

Source: Istat.

Average unit values of exported manufactures in lire.
Each good isallocated entirely to thecategory in thetable
corresponding to the predominant economic use of that
good.

Table a21

Source: Istat.

Average unit values of imported manufactures in lire.
Each good isallocated entirely to thecategory in thetable
corresponding to the predominant economic use of that
good.

Table a22

The item “Change in official reserves” is net of
exchange rate adjustments and the revaluation of gold; a
minussign indicatesan increase in net assets.

Table a23

Thedollar balancesmay not coincidewiththesumof the
component itemsowing to rounding.

Table a24

Thetableshowsthestatesector borrowing requirement
onthebasisof thedefinitionof thesector that comprisesthe
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budget and Treasury operations, the Deposits and Loans
Fund, the Southern Italy Development Agency
(suppressed in April 1993), the National Road Agency
(ANAS) and the former State Forests.

The Treasury borrowing requirement comprises the
budget deficit and the balance of Treasury operations. The
budget deficit excludes accounting items that are offset
under Treasury operations, loan disbursements and
repayments and settlements of debts involving state sector
bodies or which merely result in accounting transactions
between the budget and Treasury operations. On the other
hand, changes in the special VAT accounts are included,
together, as of 1994, with VAT refunds channeled through
taxpayers’ tax accounts. As of 1996, budget revenues
excludetheshareof thereceiptsof theexciseduty onpetrol
allocated to theordinary statute regions. Asof May 1998,
following the introduction of thesingle tax payment form
(Legislative Decree 241/1997) and the single mandate
procedure (Ministerial Decree 183/1998), the monthly
figures of the “Receipts” and “Payments” series are
affected by the leads and lags with which tax refunds and
collection chargesareentered in theaccounts. Theinterest
on postal savings certificates is included under Treasury
operations and determined on a cash basis. The items
“Settlements of past debts” and “Privatization receipts”
permit the reconciliation of the total funding requirement
and the definition of the borrowing requirement currently
used todeterminetheobjectivesfor fiscal policy. Thestate
sector borrowing requirement isobtained by summing the
Treasury borrowing requirement, the net market
borrowing of ANAS, the former State Forests and other
bodies, shown in the table as “Borrowing requirement of
ANAS and the State Forests”, and the “Borrowing
requirement of other bodiesborneby thegovernment” (in
practice, the borrowing of the State Railways, excluding
the part for which the costs are not borne by the
government). The figures for the last year areprovisional.

Table a25

The table shows the financing of the state sector
borrowing requirement (for the definition of the state
sector, see the notes to Table a24). “Foreign loans”
comprise only those raised abroad directly by the Italian
government and statesector bodies(including thoseraised
by the State Railways with the costs borne by the
government); they do not include loans contracted
indirectly viabanks, which are included under “Other”, or
BOTs and other government securities acquired by
non--residents, which are included in the respective
categoriesof domestic debt. The item also includesCTEs

stamped as being for circulation abroad. The subitem
“Current accounts” includestheTreasury’soverdraft with
the Bank of Italy, the Treasury payments account and a
suspenseaccount (thetwo latter accountswereestablished
under Law 483/1993) and the sinking fund for the
redemption of government securities set up under Law
432/1993, as amended by Decree Law 6/1996. The
Treasury’s current account with the Bank of Italy was
closed on 31 December 1993 and theoverdraft at that date
transferred to the suspense account. The latter was closed
in November 1994 following theconsolidation of thedebt
by way of the assignment to the Bank of Italy of 76,206
billion lire of BTPs issued under a Ministerial Decree of
15.11.1994. Thesesecuritiesare included under “Medium
and long--term securities”. Postal savings certificates are
included at their face value at issue. “Medium and
long--termsecurities”, “Foreignloans” and“Other” include
the corresponding financial instruments related to
operationsenteredintoby theStateRailwayswiththecosts
borneby thegovernment. The figures for the last year are
provisional.

Table a26

The table shows general government debt and its
composition (the figure for the state sector is shown as a
memorandum item). The debt (end--of--period data) is
stated at face value and that denominated in foreign
currency istranslatedat year--endexchangerates. Theitems
“Medium and long--term securities excluding BI--UIC”,
“Treasury bills in lire and ecus excluding BI--UIC” and
“BorrowingfromBI--UIC” only includesecuritiesacquired
outright.CTEsthat arenot stampedasbeingfor circulation
abroad and BTEs are included in domestic debt. Medium
and long--term securities include bonds issued by Crediop
on behalf of the Treasury and the former autonomous
government agencies. The amount of these bonds is
deducted from the lending of banks to these bodies.
Mediumand long--termsecuritiesandTreasury billsdonot
includethoseheld by social security institutionsand other
bodies included in general government. PO deposits
comprise current accounts, net of “service” accounts and
Treasury paymentstomunicipalitiesandprovincesthat are
heldwith thePO. Postal savingscertificatesareincludedat
their facevalueat issue. Asof 1989, lending by bankshas
been based on automated prudential returns. Previously,
automatedprudential returnswereusedfor the“banks” and
Central Credit Register data for the “special credit
institutions”. “Debt issued abroad” includes only loans
raised directly abroad and CTEsthat arestamped asbeing
for circulationabroad. Foreign loansaretranslated into lire
onthebasisof thecurrency inwhichthedebt wasoriginally
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contracted, regardless of subsequent swap transactions. In
the same way as for the state sector borrowing requirement,
the general government debt figures for “Medium and
long--term securities”, “Lending by banks” and “Debt
issued abroad” include the corresponding financial
instruments related to operationsentered into by theState
Railways with the costs borne by the government. The
figures for the last year are provisional.

Table a27

Theitem “Foreign sector” correspondsto thechangein
the net external position of BI--UIC, net of exchange rate
adjustments. From January 1994 onwards the item
“Treasury accounts” coincideswith themovementson the
Treasury payments account; as of December 1994 it also
includeschangesin thesinking fund for theredemption of
government securities.

“Other BI--UIC operations with the Treasury” include
net redemptionsof government securitiesheld by BI--UIC,
the early redemption of government securities held by
BI--UIC, coins in circulation, coins held by the Bank of
Italy, postal securitiesto beredeemed, claimsin respect of
compulsory stockpiling bills, sundry serviceson behalf of
thestateandother BI--UICfinancing, net of banknotesheld
by theTreasury.

The items “Open market” and “Refinancing” exclude
thetransactionscarriedout inconnectionwiththeadvances
grantedunder theMinisterial Decreeof 27.9.1974andLaw
588/1996.

“Depositswith theBank of Italy” comprisecompulsory
reserves, collateral for banker’s drafts and free deposits,
including those of banks not subject to the compulsory
reserve requirement. Thesubitem “Compulsory reserves”
refers to the average reserve requirement in the
maintenanceperiod (from the15th of themonth indicated
tothe14thof thenext).On5June1998theGovernor issued
anorder which,without prejudicetotheother provisionsin
force, reduced the compulsory reserve ratio to 9 per cent
of eligible deposits as of the 15 June -- 14 July 1998
maintenanceperiod; afurther order issuedon17July 1997
reduced the ratio to 6 per cent as of the 15 August -- 14
September 1998 maintenance period. “Other items”
comprise vault cash and undrawn ordinary advance
facilities.

The gross state sector borrowing requirement includes
settlementsof past debtsandprivatizationproceeds.A new
definition of thegrossstatesector borrowing requirement
wasadopted in Economic Bulletin no. 24, February 1997,
where it was described in the chapter on “The Public
Finances”.

“Net salesof securitiesin theprimary market” comprise
total net subscriptionsexcluding thoseof BI--UIC (aminus
sign indicatesnet purchases). Theitem “Other” comprises
PO deposits, foreign loans, surety deposits with the
Deposits and Loans Fund, and bank loans to the former
autonomous government agencies included in the state
sector; thesecuritiesretiredby theTreasury areincluded in
this item with a positivesign.

Table a28

Average of the daily data in the maintenance period
(from the 15th of the month indicated to the 14th of the
next). Thefiguresfor “Vault cash” arepartly estimated on
thebasisof banks’ ten--day returns.

“Deposits with BI” comprise the compulsory reserve
account (seethenotestoTablea27), collateral for banker’s
draftsandfreedeposits, includingthedepositsof banksnot
subject to thecompulsory reserve requirement.

The twelve--month percentage changes in “Bank
reserves” and “Monetary base” areadjusted for changesin
the compulsory reserve ratio (For a description of the
procedureadopted, see thesection “Notemetodologiche”
in theAppendix to the Relazione annuale per il 1997).

The Bank’s “Repurchase agreements”, stated in
nominal terms, comprisethosewith primary dealers in the
screen--based secondary market for government securities.

Table a29

The figures for the stock of monetary base
corresponding to the “Foreign sector” are calculated
without considering exchange rate adjustments. This
aggregate accordingly coincides with the net external
position of BI--UIC, calculated on the basis of
end--of--period prices and exchange rates. For the sake of
accounting consistency, theabove--mentioned adjustments
are also excluded from “Other sectors”. Foreign currency
swapsare translated using end--of--month exchange rates.

The figures for “Government securities” show the
amounts acquired outright by the Bank of Italy; they
include thesecurities issued by theTreasury in December
1993 toestablish theTreasury paymentsaccount and those
issued in November 1994 under Law 483/1993 to
consolidate the Bank of Italy’s claim in respect of the
overdraft on the Treasury’s former current account. The
year--endfiguresincludeunrealizedcapital gainsandlosses
on securities. The balance of the Treasury payments
account isshown with anegativesign to indicate that it is
aBank of Italy liabilit y towardstheTreasury.The“Sinking
fund for the redemption of government securities” was
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established at the Bank of Italy under Law 432/1993. As of
1994 privatization receipts, which were initially recorded
in the Treasury payments account, have been recorded in
this account. As of 1995 the Treasury has drawn on the fund
to buy back government securities. Decree Law 598/1996,
ratified as Law 662/1996, provides that the fund may also
be used to acquire shares held by companies wholly owned
by the Treasury. In addition to coins in circulation, the item
“Other” includes claims in respect of compulsory
stockpiling bills, coins held by the Bank of Italy, and PO
securities to beredeemed. It also includessundry services
on behalf of the state and other BI--UIC financing, net of
banknotesheld by theTreasury.

As of April 1997, the item “Refinancing” includes the
special advances granted under Law 588/1996 and the
Ministerial Decreeof 27.9.1974.

For the “Uses” items“Depositswith theBank of Italy”
and “Other”, see thenotes to Tablea27.

Table a30

The figures for subscriptions include the government
securitiesassigned to theBank of Italy by the Treasury in
settlement of tax credits.

Thefiguresfor redemptionsincludeTreasury buybacks
of securities drawing on the sinking fund for the
redemption of government securities.

“Temporary operations” comprise finance granted to
primary dealers in the screen--based secondary market for
government securities.

Table a31

Multiplepriceauctions. Pricesand yieldsareexpressed
inpercentages,amountsinbillionsof lire.Yieldsareshown
before and after withholding tax levied at 12.5 per cent.
Thosefor 3and6--monthTreasury billsarecompound. The
“Total” yields are means weighted on the basis of the
quantities sold. As of 22 September 1997, following the
introduction of the possibility of reopening Treasury bill
auctionsinseveral tranches, thenet yieldsarecalculatedby
applying the12.5per cent withholdingtax totheamount of
interest determinedwithreferenceto theaverageallotment
rateof the first tranche.

As of 1 July 1998, following the entry into force of
Legislative Decree 461/1997, no one figure can be
determined ex antefor thenet interest accruing to physical
persons and the like because this is no longer influenced
only by the 12.5 per cent withholding tax but also by the
investor’spersonal situationandthesizeof the“adjustment
factor” referredtoinArticle4of theDecree.Consequently,

theBank of Italy hasdecided to stop publishing figuresfor
thenet interest onsecuritiesasof thevaluesfor 1July 1998.

Since January 1998 three--month bills have not been
issued at the mid--month auction.

Table a32

Multiplepriceauctions. Yieldsarestatedaspercentages
and amounts in billions of lire. The marginal yield is the
minimum allotment rate for purchases and the maximum
allotment rate for sales.

Table a33

Multiple price auctions based on the spread (forward
points) between the spot and forward exchange rates.

Theforward pointsareadded to thespot rateto arriveat
theforward rate. Yieldsarestated aspercentages, amounts
in millionsof German marksor USdollars; spot ratesand
forward points arestated in lire. The yields arecalculated
with referenceto thespread between thespot and forward
ratesand Libor for the currency of the transaction.

Table a34

Yieldsarestated aspercentages, amounts in billionsof
lire. Purchases are shown with a plus sign, sales with a
minussign. Themarginal yield is the minimum allotment
rate for purchases and the maximum allotment rate for
sales.

Table a36

The discount rate and the rate on fixed--term advances
areend--of--period figures.

The rates on foreign currency swaps and repurchase
agreements are arithmetic means of the operations
concluded in theperiod.

Treasury bill yieldsaremonthly meansof theallotment
ratesat auction, weighted according to the quantities sold
to the market. They are shown before withholding tax
leviedat 12.5per cent and thosefor 3and6--monthbill sare
compound.

Tables a37 and a38

The figures are based on the 10--day survey introduced
in January 1995. The sample consists of the banks
participating in the survey at each reference date. The
pre--1995 figuresarepartially estimated on thebasisof the
previous10--day survey results.

Table a39

Theannual data refer to the month of December.
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The figures for “Loans from BI--UIC” are based on the
accounts of the Bank of Italy. Those for “Bank reserves”
arealso partly based on thesamesourceand comprise lira
liquidity (excluding depositswith thePO and theDeposits
and LoansFund), compulsory reserves, cash collateral for
banker’s drafts and the deposits with the Bank of Italy of
banksaccepting medium and long--term funds.

“Securities” arestated at book value. Owing to theneed
for uniformity with the system of prudential returns
introduced in 1995, the data on loans for banks raising
medium and long--term fundshavebeen recalculated up to
December 1994 to include overdue instalments and the
principal amountsof other instalmentsdueand to exclude
thecomponent of baddebtsconsistingof principal amounts
of loans still to mature; overdue instalments and the
principal amounts of bad debts still to mature have been
respectively deducted from and added to the item “Bad
debts and overdue and protested bills” . “Capital and
reserves” compriseownfunds, loanlossprovisionsandthe
subordinated liabilities of domestic and foreign branches;
asof 1997datafor “Supervisory capital” areavailableonly
onathree--monthly basis. “Interbank accounts” includethe
liquid balances on correspondent accounts. “Interest--
bearing external assets” and “Interest--bearing external
liabilities” refer to aggregates that do not coincideexactly
with those included in the foreign exchangestatistics.

For further information, see the section “Note
metodologiche” in theAppendix to theRelazione annuale
per il 1997.

Table a40

Theannual data refer to themonth of December.

“Loans” do not include those granted by branches
abroad.

“Other” securities refer to banks’ holdings of lira and
foreign currency bonds issued by residents.

Table a41

Theannual data refer to themonth of December.

The subitem “Short--term certificates of deposit” refers
to lira--denominated CDs with a maturity at issue of less
than 18 months.

Prior to 1995 residents’ foreign currency deposits and
depositsof non--residentsdonot includethoseof theformer
special credit institutions.

In determining the data on average deposits prior to
1995, the average value of the deposits of the former

special credit institutionshasbeenestimatedasthemeanof
end--of--period data.

Table a42

Source: Supervisory returns.
Thedatarefer tosupervisory capital and to thesolvency

ratio calculated on asolo basis.
Supervisory capital is determined as the algebraic sum

of aseriesof positiveand negative items, whoseinclusion
in core or supplementary capital is admitted, with or
without restrictions,accordingtotheitem.Thetotal of core
and supplementary capital is then reduced by the amount
of unconsolidated equity interests in banks and financial
institutions exceeding 10 per cent of the capital of the
investeecompany.

Paid--in capital, reserves and provisions for general
banking risks-- net of any own sharesor capital partsheld,
intangible assets and loss for the year -- are the elements
of core capital, which is included in the calculation
of supervisory capital without restriction. Revaluation
reserves, provisions for lossesand subordinated liabilities
-- net of any revaluation losses on securities held as
financial fixed assetsand other negative items-- constitute
supplementary capital, which isincluded in thecalculation
of supervisory capital up to theamount of corecapital.

Theregulationsgoverning thesolvency ratio requireall
banks,except for thebranchesof bankslocatedinother EU
or G--10 countries, to satisfy a minimum capital
requirement based on theratio of their supervisory capital
to the total of their on-- and off--balance--sheet assets,
weighted according to their potential riskiness.

Thecalculation of theexcessamountsand shortfallsof
supervisory capital (“Excess capital” and “Capital
shortfalls”) is based on the assumption of a minimum
capital requirement of 8 per cent for all banks, including
those belonging to banking groups, for which the
supervisory regulationsprovidefor arequirement of 7 per
cent provided that the group asa whole satisfies the 8 per
cent requirement.

Asof 1995 thesolvency ratio figurestakeaccount of the
prudential requirements for market risks.

Table a43

“Foreign currency securities” include government
securities denominated in foreign currencies and Eurolira
bonds. “Other financial assets” include CDs, banker’s
acceptances and commercial paper. The difference
between “Total securitiesportfolio” and “Total net assets”
consists of other net assets (mainly liquidity). Rounding
may causediscrepancies in totals.
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Table a44

“Foreign currency securities” include government
securities denominated in foreign currencies and Eurolira
bonds. “Other financial assets” include CDs, banker’s
acceptances and commercial paper. Rounding may cause
discrepancies in totals.

Table a45

“Italian bonds” include CDs with a maturity of 18
months or more. “Foreign bonds” include foreign
government securities. “Net fund--raising” iscalculated as
thesumof monthly flows.Theamountsshownfor “Banks”
refer only to the portfolio management services that they
providedirectly.

Table a46

Investors’ portfolios are not affected by repo sales and
purchases.

Theissuesmadeby thepublic sector in December 1993
include the 30.67 trillio n lire of BTPs and CCTs taken up
by the Bank of Italy in order to establish the Treasury
payments account. The issues made in November 1994
includethe76,205.8 billion lireof BTPsissued under Law
483/1993 to consolidate the overdraft on the Treasury’s
former current account with the Bank of Italy. “Listed
shares” refer to issuesof sharesby companieslisted on the
Italian stock exchange, gross of double counting.
Rounding may cause discrepancies in totals.

Table a47

Theyield at issueon CCTs is theexpected yield before
and after tax in themonthsthefirst couponmatures, on the
assumption that interest rates are unchanged over the
period.

Theamount takenupincludesthesubscriptionsof issues
restricted to the specialists operating in the screen--based
government securitiesmarket.

As of 1 January 1997 the new International Securities
Identification Number (ISIN) coding system has been in
force. Thenew codehas twelveelementsand uses theold
UIC codes. For example, the ISIN code for the BTP with
UIC code117461 is IT0001174611, where the last digit is
thenumerical control code.

Table a48

The expected yields of CCTs assume no change in
interest rates. Thoseof CTEsrefer toan investment inecus
andarethereforenot comparablewith theexpectedreturns
onlirainvestments.Theexpectedyieldsof CTOsarebased
on the assumption that the securities are not redeemed
early.

The gross yields are averages of daily data in the
reference period calculated for securities listed on the
Italian stock exchange. The BTP sample comprises listed
securitieswith a residual maturity of more than oneyear.

Thebasefor thetotal returnindicesis31December 1990
= 100; that for investment funds is31 December 1984.

Thetotal return indicesrefer tosecuritieslistedonMTS
and areend--of--period data.

Table a49

For the definition of non--state--sector money, see the
“Glossario” in theAppendix to theRelazione annuale per
il 1997.

“Sight deposits -- Banks” comprise demand deposits in
lire and foreign currency.

The “Other items” in M1 comprise banker’s drafts
issuedby theBank of Italy andother credit institutionsand
current account depositswith theTreasury.

“Savingsdeposits” comprisesavingsand timedeposits
in lire and foreign currency.

Theaveragefiguresarecalculated asmonthly averages
of daily data,except for POdepositsandsomeminor items,
which are calculated as two--term moving averages of
end--of--month data.

“M2” doesnot includebank CDswith amaturity of 18
months or more (see the section “Glossario” in the
Appendix to the Relazione annuale per il 1997).

“Extended M2” includes residents’ deposits in lire and
foreign currencies with the foreign branches of Italian
banks.

Table a50

For the definition of non--state--sector liquid assets, see
the “Glossario” in theAppendix to theRelazione annuale
per il 1997.

“Securities acquired under repos” include foreign
currency securities.

As of Economic Bulletin no. 24, February 1997, postal
savingscertificatesareaccounted for at their facevalueat
issue (previously they were included at their redemption
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value; see the chapter “Public Finances” in Economic
Bulletin no. 24, February 1997.

BOTs and BTEs are stated at face value. Net repo
purchasesareexcluded.

Table a51

The table refers to the financial assets of the non--state
sector, net of directly held shares. The foreign financial
assetsof thenon--statesector areavailablefrom December
1988.

Al l thestocksarecalculatedat facevalue, except for the
units of investment funds, which are shown at market
prices.

“Government securities” compriseCCTs, BTPs, CTZs,
CTEs, CTSs, ordinary certificates, CTOs and CTRs, as
well ascertificatesissuedby social security institutionsand
the Deposits and Loans Fund, 5% annuities and school
building loans. The item refers to securities acquired
outright; it excludes thesecuritiesbought by thenon--state
sector under reposbut includes thosesold.

“Crediop and autonomous government agency bonds”
comprise bonds issued by Crediop on behalf of the
Treasury and autonomous government agencies and the
like. Theitemexcludessuchbondsbought by thenon--state
sector under reposbut includes thosesold.

“Other bonds” comprise bonds issued by public and
private sector enterprises and Italian banks and local
authorities. The item excludes such bonds bought by the
non--statesector under reposbut includes thosesold.

“Other financial assets” comprise the bank current
accounts of stockpiling agencies, the claims on banks of
social security institutions, insurance companies, local
authorities and individuals; bank current accounts of
agricultural consortia, enterprises’ surety deposits,
atypical securitiesand Republic of Italy issuesheld by the
non--statesector.

“Total financial assets” includedepositswiththeforeign
branches of Italian banks, foreign securities and loans to
non--residents.

Table a52

Asof Economic Bulletin no. 24, February 1997, thepart
of thedebt of theStateRailwaysthat givesrisetopayments
of principal and interest by the government is included in
theitem“Statesector debt” (seethechapter on“ThePublic
Finances” in Economic Bulletin no. 24). Consequently, it
isexcludedfromtheitem“Financetothenon--statesector”.
The items “State sector debt” and “Total credit” are also
affectedby thechangeintheaccountingtreatment of postal
savingscertificates (see thenotes to Tablea50).

“Short--term bank loans” and “Medium and long--term
bank loans” comprise loans in lire and foreign currency,
overdue instalments and the principal amounts of other
instalmentsdue; they do not includethecomponent of bad
debts consisting of principal amounts of loans still to
mature.

“Foreign loans” comprise foreign loans and bonds
issued by the non--state sector held abroad. “State sector
debt” is stated at face value.

Table a53

Thetablerefersto end--of--period M2. For thedefinition
of non--state--sector money, see the “Glossario” in the
Appendix to the Relazione annuale per il 1997.

“Official reserves” and the “Net foreign position of
banks” arestated net of exchange rateadjustments.

“Loans to the non--state sector” comprise the claims of
banksand theBank of Italy on thenon--statesector.

“Loansto thestatesector” comprisetheclaimsof banks
and theBank of Italy on thestatesector.

“Other items” comprise fund--raising repos, the
financing provided by banksand theBank of Italy to other
banks, the “Other sectors” of the monetary base, banks’
shareholders’ equity,andCDswithamaturity of 18months
or more.
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Statistical aggregates

Monetary aggregates

M1: currency in circulation, residents’ current
accounts with banks in li re and foreign currency,
current accounts with the post office, current
accountswithother bodies, banker’sdraftsissued
by the Bank of Italy and by banks.

M2: M1 + residents’ savingsand timedepositswith
banks, certificates of deposit with a maturity of
lessthan18monthsandsavingsaccountswith the
post office.

“Extended” M2: M2 + residents’ deposits with
foreign branchesof Italian banks.

Liquid assets: M2 + Treasury bill s in li re and in
ecus, banker’s acceptances, post office savings
certificates, certificatesof deposit with a maturity
of 18 months or more and banks’ securities
repurchase agreementswith customers.

Monetary base:
- notes and coin held by the non-state sector and

banks;
- depositsof thenon-statesector andbankswith the

Bank of Italy, including compulsory reserves;
- banks’ unusedoverdraft facilitieswith theBankof

Italy.

General government1

- central government
- local government
- social security institutions

State sector
- budget and Treasury operations
- Depositsand LoansFund
- Southern Italy Development Agency (until April

1993)
- National Road Agency (ANAS) and the former

state forests.

Deposits and Loans Fund

A public body under the Treasury, its resources
consist of funds placed with the post office and its
lending isprimarily to local authorities.

Non-state sector

- households
- non-financial corporate and quasi-corporate

public and privateenterprises
- financial institutions(excluding investment funds

and banks)
- insuranceenterprises
- non-state public bodies
- state railways, monopolies and telephone

company.

Non-state public bodies

- local authorities (regions, provinces and
municipalities)

- social security institutions
- some minor central government entities.

Private sector

- households, including sole proprietorships
- public and privateenterprises
- banks
- insuranceenterprises

Total domestic credit

- bank lending in li re and foreign currency
- domestic bondsof firms and local authorities
- statesector debt net of borrowing abroad.

Total credit

Total domestic credit, foreign loans and the bond
holdings of non-residents.

1 The reference aggregate for the excessive deficit procedure
provided for in the Treaty on Monetary Union.
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Statistical aggregates cont.
(Labour market)

Labour force

Employed persons (excluding conscripts) plus job
seekers (unemployed workers, first job seekers and
other job seekers who were actively looking for a job
in the previous four weeks).

First job seekers

Persons currently looking for a job who have
never worked, have previously worked only in
self-employment or have voluntarily not worked for
over a year.

Other job seekers

Persons who declare they are of non-working status
(housewives, students and pensioners, etc.) but also
declare that they are seeking employment. This
category also includes unemployed persons and first
job seekers who plan to start a business but have not
yet the means to do so.

Unemployed workers

Persons who have previously been in employment
and who are seeking a job, have a job starting

subsequently or plan to start a business and have the
means to do so.

Unemployment

Unemployed workers + First job seekers + Other job
seekers.

Unemployment rate

Ratio of unemployment to the labour force.

Wage Supplementation Fund

A fund administered by INPS to supplement the wages
of workers in industry who have been temporarily
laid off or put on short time. INPS (with contributions
from firms) pays such workers up to about 80 per cent
of their gross standard hourly rate within a limit that
is currently about 60 per cent of average per capita
earnings. “O rdinary” benefits cover short-term
layoffs (up to three months) due to cyclical factors;
“extraordinary” benefits (up to two years) cover
restructuring procedures. In no case is the worker’s
formal employment relationship terminated.
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List of abbreviations

ABI — Associazione bancaria italiana
Italian Bankers’ Association

BI--UIC — Banca d’Itali a -- Ufficio italiano dei cambi
Bank of Italy -- Italian Foreign Exchange Office

BOT — Buoni ordinari del Tesoro
Treasury bills

BTE — Buoni del Tesoro in ECU
Treasury bills in ecus

BTP — Buoni del Tesoro poliennali
Treasury bonds

CCT — Certificati di credito del Tesoro
Treasury credit certificates

CIP — Comitato interministeriale prezzi
Interministerial Committeeon Prices

CIPE — Comitato interministeriale per la programmazione economica
Interministerial Committee for Economic Planning

Confindustria — Confederazione generale dell’industria italiana
Confederation of Italian Industry

Consob — Commissione nazionale per le società e la borsa
Companies and Stock Exchange Commission

CTE — Certificati del Tesoro in ECU
Treasury certificates in ecus

CTO — Certificati del Tesoro con opzione
Treasury option certificates

CTZ — Certificati del Tesoro zero--coupon
Zero coupon Treasury certificates

Iciap — Imposta comunale per l’esercizio di imprese edi arti eprofessioni
Municipal tax on businesses and the self--employed

Ilor — Imposta locale sui redditi
Local income tax

INAIL  — Istituto nazionale per l’assicurazionecontro gli infortuni sul lavoro
National Industrial Accidents Insurance Institute

INPS — Istituto nazionale per la previdenza sociale
National Social Security Institute

Irap — Imposta regionale sulle attività produttive
Regional tax on productive activities

Irpef — Imposta sul reddito delle persone fisiche
Personal income tax

Irpeg — Imposta sul reddito delle persone giuridiche
Corporate income tax

Isco — Istituto nazionale per lo studio della congiuntura
National Institute for the Study of theEconomic Situation

Istat — Istituto nazionale di statistica
National Institute of Statistics

MIF — Mercato italiano dei futures
Italian FuturesMarket

MTS — Mercato telematico dei titoli di Stato
Screen--based market in government securities

SACE — Sezione per l’assicurazionedei crediti all’esportazione
Export Credit Insurance Agency

UIC — Ufficio italiano dei cambi
Italian Foreign ExchangeOffice
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