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GROWTH REMAINS SUBDUED

Klaus-Jiirgen Gern, Stefan Kooths, Wan-Hsin Liu, Jan Reents
and Nils Sonnenberg

The global economy has expanded at a moderate pace so far this year. Meanwhile, the previously
pronounced differences in economic momentum have diminished, particularly in the advanced econo-
mies. While the robust expansion in the United States lost momentum, the economy in Europe picked
up noticeably after a period of stagnation. At the same time, there are signs of accelerating production
in China, although many indicators suggest that domestic private demand continues to be sluggish.
Against this backdrop, growth in world trade in goods resumed. The moderate global economic expan-
sion is likely to continue in the forecast period, with private consumption picking up in Europe as real
wages rise again. Next year, the gradual easing of monetary policy should increasingly lend support. All
in all, we expect global production - measured on a purchasing power patrity basis - to increase by 3.2
percent this and next year, respectively. We raise our forecast for 2024 by 0.4 percentage points com-
pared to our March forecast, while the forecast for 2025 remains unchanged. Although unemployment
in the advanced economies will slightly increase this year, it remains at a historically low level. Inflation
has barely fallen further recently, mainly due to a stubborn rise in prices for services. The expected
further decline towards the target of 2 percent is likely to be slow, and the risk has increased that mon-
etary policy will have to remain restrictive for longer than previously expected. Further risks for the global
economy are primarily of a geopolitical nature and arise not least from the uncertainties related to the
US presidential elections. An escalation of trade conflicts, for example, would weigh on global economic
activity.
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particularly on routes between Europe and East Asia. The number of ship passages through the Suez
Canal remains at about one-third of the level recorded before November 2023, when attacks on mer-
chant ships by Yemeni rebels began (Kiel Trade Indicator, Juni 2024).

Growth differentials in advanced economies narrow. In the first quarter, GDP of the advanced econ-
omies increased at a moderate pace, with previously pronounced differences in economic dynamics
narrowing. The economic expansion in the United States slowed noticeably, with GDP rising only by 0.3
percent, following strong increases in previous quarters. This was largely due to a slowdown in private
consumption and a significant deceleration in government consumption. The developments of invento-
ries and foreign trade also had a dampening effect. Conversely, Europe saw a noticeable economic
upturn for the first time in a year and a half. The GDP growth rate in the euro area was 0.3 percent,
while that in the United Kingdom reached 0.6 percent. The acceleration in the euro area was mainly
driven by a revival in exports, while imports slightly declined. Private consumption increased only
slightly, as in previous quarters, and investments fell, largely due to a drastic slump in Ireland reflecting
activities of multinational companies. Unlike in Europe, Japan has yet to recover from the economic
slowdown experienced since last summer, primarily due to a continued decline in private consumption.
The 0.5 percent decline in GDP in the first quarter was partly due to issues in the automotive sector,
leading to a drop in exports, car registrations and investments. The scandal over irregularities in appli-
cations to certify certain car types has recently widened and is expected to affect production in the
coming months.

Growth in emerging economies has picked up. Output growth in emerging economies as a whole
accelerated significantly in the first quarter of the year, primarily due to faster growth in China, although
the reported quarterly increase of GDP of 1.6 percent is likely overstating the underlying growth mo-
mentum. The expansion remained robust in India, and production in Southeast Asian emerging econo-
mies generally increased markedly. Significant GDP growth was also recorded in a number of Latin
American countries, including Brazil. Finally, the upturn in Russia continued, with GDP reportedly 5.4
percent higher in the first quarter compared to a year earlier.

Oil prices are under pressure amid decreasing
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prices surged in the spring due to concerns about
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August 2022 and has since been reduced by 3.25 percentage points. In Chile, the central bank has
lowered its rate by 5.25 percentage points to 6 percent since July 2023. Eastern European central banks
also started raising rates early and reached their peak in autumn 2022. For over six months now, rates
have successively been cut, most significantly — by almost 6 percentage points — in Hungary, where
rates had been raised more sharply than in Poland or the Czech Republic. In other emerging markets,
such as India or South Africa, central banks are on hold now for a long time, while in a few rates have
been raised in recent months in response to increasing inflationary pressures, notably in Russia and
especially in Turkey. Here, the government shifted from a low-interest policy last year, raising the key
interest rate from 8.5 percent to 50 percent between May 2023 and March 2024 to combat high inflation.
Overall, interest rate cuts have predominated in emerging markets since last autumn, which is expected
to continue this year.

Supportive fiscal measures are phasing out, but significant consolidation efforts are generally
absent. Fiscal policy has been expansionary in recent years to mitigate the economic effects of the
pandemic and rising energy prices. Also, numerous fiscal programs with focuses on industrial policy
objectives, infrastructure and renewable energy have been implemented. The crisis measures are now
phasing out, yet significant efforts to reduce the still-high structural deficits are not apparent. Given the
hugely increased public debt, which is more expensive to finance in the current interest rate environment
than in recent years, fiscal restraint is necessary to ensure sustainable public finances and gain fiscal
space for future crises (IMF, 2024 For 2024 and 2025, we expect only slightly restrictive effects from
fiscal policy.

OUTLOOK: A SUBDUED ECONOMIC OUTLOOK

Moderate global economic expansion continues. Economic policy conditions and structural prob-
lems stand in the way of a significant strengthening of global economic expansion. While prospects for
private consumption have improved amid rising real wages thanks to declining inflation and increasing
compensation, this partly comes at the expense of profit margins and dampens investments. Addition-
ally, monetary policy remains restrictive and will only be gradually eased. Fiscal policy is also expected
to be moderately restrictive during the forecast period. Furthermore, structural problems in China remain
unresolved, and a sustainable strong recovery is not in sight. The European economy is experiencing
very low productivity growth in the context of structural challenges such as labor shortages and the
transition to green energy. Increasingly interventionist industrial and trade policies could weigh on
productivity and add to uncertainty.

Global economic activity remains moderate, regional growth differentials diminish. We expect
global production to increase by 3.2 percent this year, slightly higher than last year (Table 1). We also
expect a 3.2 percent increase for 2025. We raise our forecast for 2024 by 0.4 percentage points com-
pared to our March forecast (Gern et al. 2024), while the forecast for 2025 remains unchanged. Based
on market exchange rates, global output growth will rise by 2.7 percent both this year and next. Global
goods trade, which contracted by 1.9 percent in 2023, is expected to increase by 1.0 percent this year.
For 2025, we expect a continuing recovery with a growth rate of 2.3 percent. Overall, the change in
trade volume is expected to align more closely with the increase in global economic activity, as growth
shifts from services to manufacturing. Regional differentials are also expected to diminish: While the US
economy loses momentum, growth in Europe and Japan is expected to pick up in the forecast period.

The upswing in the United States is petering out. The modest quarterly rate of growth of 0.3% in the
first quarter likely understates the underlying economic momentum, as robust employment growth in
May and positive signals from purchasing manager indices suggest more robust growth in the second
quarter. However, private consumption, the main driver of the recovery, appears to be losing momen-
tum, with excess savings accumulated during the pandemic largely depleted and real disposable in-
comes increasing more slowly. Recently, only consumption of services increased, while consumption of
goods declined. The significant increases in business investment in structures seen last year are largely
due to extensive government support programs which now should have largely be implemented. On a
positive note, the housing market appears to have bottomed out and should support economic activity
during the forecast period. All in all, we expect GDP growth of 2.2 percent this year and 1.8 percent in
2025 (Table 2). It should be noted, however, that economic policy uncertainty is particularly high due to
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the upcoming presidential elections in November. The unemployment rate is expected to rise slightly to
4.1 percent in the course of this year and next. Inflation is expected to gradually approach the Federal
Reserve's target.

Table 1:
Real GDP and consumer prices in the global economy
Weight Gross domestic product Consumer prices |

2022 2023 2024 2025| 2022 2023 2024 2025
World economy total 100 3.4 3.2 3.2 3.2 9.3 8.0 73 541
including
Advanced economies 59.3 2.6 1.6 1.6 1.8 7.7 4.8 29 23
China 18.4 3.0 5.4 5.2 4.5 2.0 0.2 09 21
Latin America 4.8 3.8 21 1.5 2.3 18.0 24.2 305 938
India 7.3 6.5 7.7 71 6.7 6.7 5.7 45 47
East Asian emerging economies 5.0 4.9 3.3 4.0 4.1 4.7 3.5 26 24
Russia 2.9 -1.2 3.6 2.2 0.8 13.8 5.9 72 6.0
Africa 2.4 3.6 3.1 3.5 3.9 14.1 18.8 18.1 14.6
Memorandum item:
World trade volume (goods) 2.7 -1.9 1.0 2.3
World economy (GDP weights using cur- 3.1 27 27 27 8.2 6.3 55 3.8
rent US-dollar exchange rates)

Percent. Weights according to GDP in 2023 based on purchasing power parities. GDP, consumer prices: change over previ-
ous year. East Asian emergin economies: Thailand, Malysia Indonesia and Philippines. Africa: Egypt, Nigeria, South Africa,
Algeria, Ethiopia.

Source: IMF, International Financial Statistics; OECD, Main Economic Indicators; Kiel Institute calculations; shaded area: Kiel
Institute forecast.

Table 2:
Real GDP, consumer prices and unemployment rate in advanced economies
Weights Real GDP Consumer prices Unemployment rate
2022 2023 2024 2025 | 2022 2023 2024 2025 | 2022 2023 2024 2025
European Union 40.2 3.6 0.6 1.0 1.7 9.2 6.4 2.7 2.3 6.2 6.0 5.9 5.6
Euro area 34.0 3.5 0.6 0.9 1.5 8.5 5.4 24 2.0 6.8 6.6 6.4 6.0
Sweden 0.9 1.6 0.1 1.2 21 8.1 6.1 23 2.0 7.5 7.7 7.9 7.4
Poland 2.2 5.9 0.1 2.0 3.0 13.2 10.7 4.3 3.7 2.9 2.8 2.7 2.6

United Kingdom 5.1 43 01 0.9 1.4 9.1 7.2 28 24| 37 40 43 41
Switzerland 1.0 27 0.7 1.4 1.5 2.8 2.1 1.3 1.0 43 4.1 42 4.0
Norway 0.6 30 0.7 1.7 21 5.8 5.5 38 30| 34 36 38 37

United States 35.3 19 25 22 1.8 8.0 4.1 32 24| 36 36 39 41
Canada 3.1 3.8 1.1 1.0 20 6.8 4.1 27 22| 53 54 63 6.0
Japan 8.5 1.0 1.9 0.1 1.3 2.5 3.3 2.2 16| 26 26 25 24
South Korea 3.8 2.6 1.3 3.1 2.7 5.1 3.6 27 21 28 26 28 26
Australia 2.3 38 21 1.5 28 6.6 5.8 35 28| 37 37 41 4.0
Total 100.0 2.8 1.5 1.4 1.7 7.8 5.1 28 23| 46 46 46 45

Based on GDP at prices and exchange rates of 2023 in percent. Change over previous year in percent. European Union and
Norway: Harmonized Index of Consumer Prices (HICP). Standardized unemployment rate in percent (ILO); country groups
weighted according to the size of the labor force in 2023.

Source: Eurostat, VGR; OECD, Main Economic Indicators; IMF World Economic Outlook Database; Statistics Canada, Cana-
dian Economic Account; shaded: Kiel Institute forecast.

Economic weakness in the euro area weakness will be overcome gradually. The more than year-
long phase of near stagnation is expected to give way to moderate expansion during the forecast period.
While GDP growth in the first quarter benefited from favorable weather conditions boosting construction
activity temporarily, private consumption is expected to gain momentum in the coming months due to
significantly increased real disposable incomes against a backdrop of a strong labor market, higher
wages, and reduced inflation. Financing conditions will also improve with the anticipated easing of mon-
etary policy. Additionally, the external economic environment is expected support economic activity dur-
ing the forecast period. Annual GDP growth is expected to rise modestly to 0.9 percent on average this
year, up from 0.6 percent last year, and to increase to 1.5 percent in 2025, approaching potential growth.
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Inflation is expected to decrease from an average of 5.4 percent in 2023 to 2.4 percent in 2024 and 2.0
percent in 2025, aligning with the ECB's inflation target next year.

The UK economy is emerging from stagnation. GDP increased by a robust 0.6 percent in the first
quarter, after seven quarters of virtually no growth. With real wages rising significantly, private consump-
tion prospects have brightened, and business sentiment has improved. Inflation fell sharply to 2.3 per-
cent in April, partly due to base effects from last year's gas price cap increase. However, the core infla-
tion rate remained high at 3.7 percent, well above the 2 percent target, and has recently increased due
to rising service prices. Consequently, monetary policy is expected to be eased very slowly, and high
interest rates will continue to dampen investments, particularly in housing construction. Additionally,
fiscal policy is expected to be restrictive during the forecast period to comply with fiscal rules. However,
following the snap general election scheduled for July 4, fiscal priorities may be reset, potentially leading
to significant changes in the fiscal policy environment. All in all, GDP is expected to grow by 0.9 percent
this year, up from only 0.1 percent last year. For 2025, we expect growth of 1.4 percent.

The Japanese economy is hampered by inflation. In Japan, GDP contracted by 0.5 percent in the
first quarter of 2024. Investments, private consumption, and exports all declined. Part of the weakness
at the beginning of the year was due to the automotive sector, which faced difficulties after irregularities
in the approval processes for models of one manufacturer were revealed. Production was temporarily
halted, and new registrations plummeted at the beginning of the year. Although the situation appeared
to have improved in the spring, with registrations and production rising sharply in March, similar issues
were reported at other manufacturers in early June, indicating potential new disruptions in the coming
months. Apart from this temporary factor, private consumption remains the main drag on the economy.
It has declined for four consecutive quarters and was 2 percent lower in the first quarter compared to a
year earlier. This is due to real wage losses, as wage growth has not kept up with inflation. Inflation did
not rise as sharply in Japan in 2022 as in most other advanced economies but has decreased very
slowly, partly due to the yen's significant depreciation, which has made imports more expensive. Wages
have been slow to respond to the unfamiliar situation of rising consumer prices. Only at the beginning
of this year were wage increases above the inflation rate recorded. The weak yen results from the still
very accommodative monetary policy. Unlike other major central banks, interest rates in Japan have not
been significantly raised above zero, and the interest rate for ten-year government bonds has been kept
low (around 1 percent). A significant change in this policy is unlikely in the near future, especially as
global interest rates are generally expected decline. Fiscal policy is approximately neutral. Measures
were adopted last autumn to prevent a strong economic drag from the expiration of programs imple-
mented last year to mitigate the energy crisis and to promote investments in green technology and digital
infrastructure. Overall, despite a noticeable recovery in the course of the year, the Japanese economy
is expected to grow only slightly this year as a whole. For next year, we expect a growth rate of 1.3
percent.

Structural problems remain headwinds for China's economy. Despite an unexpectedly strong GDP
increase of 1.6 percent in the first quarter, China's economic outlook remains subdued. The crisis in the
real estate sector persists, accompanied by declining investments and financial turmoil. Deteriorating
employment prospects, high youth unemployment, and increased uncertainty weigh on consumer sen-
timent. Shrinking revenues and high debt levels of local governments constrain public investments. The
central government has responded by attempting to mitigate the effects of the real estate crisis through
debt restructuring programs and supporting the completion of ongoing projects. Additionally, domestic
demand is supported by increased government investments. To be sure, a new construction boom is
not the current policy goal, as the government seems to accept a correction in the oversized real estate
sector. The priority is rather on upgrading the industry with a new strategy to enhance the productivity
of the Chinese economy. However, it is questionable whether this goal can be sustainably achieved
through state planning and coordination. All in all, a continuation of the trend toward lower growth rates
is expected for China, influenced by demographics and developments in trade policy. We expect GDP
growth to decline from 5.4 percent last year to 5.2 percent this year and 4.5 percent next year (Table 3).
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Table 3:
Real gross domestic product and consumer prices in selected emerging market economies
Weights Real GDP Consumer prices

2022 2023 2024 2025 2022 2023 2024 2025
Indonesia 5.6 5.3 5.0 4.8 4.6 41 3.7 2.6 2.6
Thailand 2.0 2.5 1.9 2.5 3.8 6.1 1.2 1.0 1.2
Malaysia 1.5 8.9 3.5 3.4 5.1 3.4 2.5 2.8 2.6
Philippines 1.6 7.6 5.6 5.3 6.8 5.8 6.0 815 3.0
Total 10.7 5.7 4.3 4.2 4.6 4.6 3.4 2.5 24
China 41.6 3.0 5.4 5.2 4.5 2.0 0.2 0.9 21
India 16.6 6.5 7.7 71 6.7 6.7 5.7 4.5 4.7
Asia total 68.9 4.3 5.8 5.5 5.1 3.5 2.0 2.0 2.8
Brazil 5.2 3.1 2.9 1.7 2.0 9.3 4.6 4.3 3.7
Mexico 4.1 3.7 3.2 2.0 2.3 7.9 5.5 4.7 3.6
Argentina 1.6 5.0 -1.6 -3.1 2.7 72.4 133.0 227.0 47.0
Colombia 1.3 7.3 0.6 2.0 2.3 10.2 11.7 7.0 4.0
Chile 0.8 2.1 0.3 2.5 2.1 11.6 7.6 4.2 3.2
Peru 0.7 2.7 -0.6 2.0 2.8 7.9 6.3 2.7 2.5
Latin America total 13.6 3.8 1.9 1.3 2.2 16.3 20.6 30.2 8.6
Egypt 23 6.7 3.8 3.4 4.5 8.5 24.4 30.0 25.0
Nigeria 1.7 3.3 3.0 3.5 3.5 18.8 24.7 30.0 28.0
South Africa 1.3 1.9 0.6 0.7 1.2 6.9 5.9 5.0 4.5
Algeria 0.8 3.6 4.2 3.8 3.2 9.3 9.3 6.2 4.8
Ethiopia 0.5 6.4 7.2 6.5 6.5 33.9 30.2 25.0 18.0
Africa total 6.6 4.5 3.3 3.2 3.6 12.9 19.5 21.9 18.9
Russia 6.4 -1.2 3.6 2.2 0.8 13.8 5.9 7.2 6.0
Tyrkiye 4.6 515 4.4 4.0 4.5 72.3 53.9 60.0 45.0
Total 100.0 3.9 4.9 4.5 4.3 9.7 8.3 10.1 6.8

In percent. Weights: According to 2023 GDP at purchasing power parities. — GDP: price adjusted; changes compared to the
previous year. — Consumer prices: changes compared to the previous year. — Asia total, Latin America total: based on listed
countries.

Source: IMF, International Financial Statistics; OECD, Main Economic Indicators; national statistics; Kiel Institute calcula-
tions; shaded: Kiel Institute forecast.

The expansion in other emerging markets slightly accelerates. India's economy is currently ex-
panding dynamically, gradually approaching the pre-crisis trend after pandemic-related losses. Although
industrial production growth has recently slowed, sentiment indicators suggest continued strong eco-
nomic activity. While inflation in India has remained at 5 percent in recent months and the central bank
has kept interest rates unchanged for over a year, more and more countries are cutting rates as inflation
declines. In Latin America, interest rate cuts in the meantime are very significant, albeit coming from
rather high levels. This improves prospects for a recovery in economies that were very weak last year.
Additionally, prices for some key export commodities have increased, particularly benefiting countries
like Chile and Peru. Russia's economic outlook remains highly uncertain. Production and income gains
— GDP increased by 3.6 percent in 2023 — are mainly due to government orders, not least for rearma-
ment, and higher transfer payments. Economic capacities are highly utilized, so increased demand will
likely lead to additional inflationary pressures. The central bank has substantially raised interest rates,
which is expected to dampen private sector consumption and investments during the forecast period.

Risks to the forecast include in particular a more restrictive monetary policy than expected and
political uncertainties. The impact of the initial sharp interest rate increases on the advanced econo-
mies has so far been surprisingly mild. It is possible that the full effect has not yet been felt, and higher
financing costs are only gradually reflected in spending on investments and long-term consumer goods.
Falling real estate prices and high vacancies, particularly in commercial real estate, could weigh on
banks and restrict lending. It is also possible that the current degree of monetary policy restriction is
insufficient to sustainably bring inflation to target. The currently high price pressures in services could
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prove more persistent than expected, delaying or even reversing the assumed interest rate reduction
process by central banks. An adjustment of expectations could cause disruptions in financial markets
and highlight fiscal sustainability issues. Geopolitical risks arise from the increasing divide between
China and the United States, which goes beyond trade policy issues. Tensions between the EU and
China have also increased. The countervailing duties on battery electric vehicles recently announced
by the European Commission cannot be expected to remain unanswered by the Chinese authorities.
The upcoming presidential election in the United States in November brings significant uncertainty re-
garding economic policies and the geopolitical environment. The results of the elections to the European
parliament have also increased political uncertainty in the European Union, for example with regard to
the outcome of the parliamentary elections subsequently called in France.
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buisness expectations in 42 countries (34 advanced economies
and 8 emerging economies).

Source: OECD, Main Economic Indicators; national sources; Kiel
Institute calculations.

Figure 1.3:
World Trade
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Monthly Data.

Source: CPB, World Trade Monitor; Kiel Institute calculations.
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Figure 1.2:
Industrial production by groups of countries and re-
gions
2012=100
160 - .
Advanced economies
150 -
Emerging and developing
140 economies
130 - World
120 -
110 -
100 -
90 -
80 T T . .
2016 2018 2020 2022 2024
Advanced economies
120 +
110 -
100 -
90 -
80 Euro area
United States
70 -
Japan
60 T . . .
2016 2018 2020 2022 2024
Emerging and developing economies
220 + Asia
200 - Central and Eastern Europe
Latin America
180 { == China
160 -
140 -
120 -
100 -
80 -
60 T T . .
2016 2018 2020 2022 2024

Monthly data. Last value: March 2024.

Source: CPB, World Trade Monitor; Kiel Institute calculations.
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2. United States

Figure 2.1: Figure 2.2:
GDP in the United States Labor market
2015 =100 Percent Percent Millions
125 r3 20.00 - - 180
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2021 | 2022 | 2023 | 2024 | 2025
Quarterly data, price, seasonally and calendar adjusted, qog- Monthly data; seasonally adjusted.

change; annual rate of change (boxes).

Source: US Department of Labor, Employment Situation.
Source: Bureau of Economic Analysis; shaded: Kiel Institute

forecast.
Figure 2.3: Table 2.1:
Consumer prices Key indicators United States
consumer prices 2022 2023 2024
9 -
""""" core index consumer prices Gross Domestic Product 2.1 1.3 0.8
8 - ersonal consumotion Domestic expenditure 2.4 0.9 0.8
gxpenditu,e deﬂa’t’o, Private consumption 2.8 2.1 1.1
7 core index deflator Government consumption -0.6 2.7 1.0
Gross fixed capital formation 0.2 1.2 0.2
6 - Machinery and equipment 4.3 -2.5 0.2
Intellectual property rights 8.9 5.6 2.2
5 Structures -6.9 6.0 -4.2
Residential investment -10.7 -123 0.8
4] Inventories 0.7 -0.7  -01
P Net exports -0.3 0.4 0.0
V\;\ Exports 72 21 06
3 4
Imports 8.2 -0.8 0.6
Consumer prices 8.0 41 2.6
21 Unemployment rate 36 37 42
Current account balance 3.7 -33 -33
11 Government budget balance 53 -44 -486
0 T T T T T T T T GDP: volumes, change over previous year, percent. Net ex-
ports, inventories: contribution to growth, percentage points.

-1 Unemployment rate: unemployed in relation to labor force,
2016 2018 2020 2022 2024 percent. Current account balance, government budget bal-

ance: percent of nominal GDP. Budget balance: fiscal year.

Monthly data; change over previous year. Core index:

! ¢ Source: US Department of Commerce, National Economic
consumer prices excluding energy and food.

Accounts; US Department of Labor, Employment Situation
Source: US Department of Labor, Consumer Price Index. and Consumer Price Index; US Department of the Treasury,
Monthly Treasury Statement; Kiel Institute calculations;
shaded: Kiel Institute forecast.
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3. Japan
Figure 3.1:
GDP
2015 =100 Percent
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Quarterly data, price, seasonally and calendar adjusted, qog-
change; annual rate of change (boxes).

Source: Cabinet office, National Accounts; shaded: Kiel Institute
forecast.

Figure 3.3:
Consumer prices

Percent
5 7 Consumer prices
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2
2016 2017 2018 2019 2020 2021 2022 2023 2024

Monthly data; change over previous year. Core index:
consumer prices excluding enery and fresh food.

Source: Statistics Bureau of Japan.
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Figure 3.2:
Labor market
Percent Mn.
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Monthly data; seasonally adjusted.

Source: Department of Labor.

Table 3.1:
Key indicators Japan

Gross Domestic Product 1.0 18 01 13
Domestic expenditure ’ . .
Private consumption 21 06 -08 1.0
Government consumption 1.7 05 03 0.8
Gross fixed capital for-

mation
Enterprises 2.0 19 16 23
Residential Investment -3.5 11 -31 1.9
Public investment 97 30 34 -03
Change in inventories 03 -01 00 0.0
Net exports -03 06 02 02
Exports 55 32 07 36
Imports 79 -14 -05 29
Consumer prices 25 33 22 16
Unemployment rate 26 26 25 24
Current account balance 1.8 36 35 40

Government budget balance 42 -39 -40 -35

Percent. GDP: volumes, change over previous year, per-
cent. Net exports, inventories: contribution to growth, per-
centage points. Unemployment rate: unemployed in relation
to labor force. Current account balance, government budget
balance: percent of nominal GDP.

Source: Cabinet Office, National Accounts; OECD, Main
Economic Indicators; Kiel Institute calculations; shaded: Kiel
Institute forecast.
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4. Euro Area

Figure 4.1:
GDP
2015 =100 Percent
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Quarterly data, price, seasonally and calendar adjusted, qog-
change. Annual data: price adjusted, annual rate of change
(boxes).

Source: Federal Statistical Office, Fachserie 18, Series 1.3;
shaded: IfW forecast.

Figure 4.3:
Consumer prices

Percent
11 - Consumer prices

Core index

q -
2016 2017 2018 2019 2020 2021 2022 2023 2024

Monthly data; y-o-y change. Core index: HICP without energy
and unprocessed food.

Source: Eurostat, Price Statistics.
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Figure 4.2:
Labor market
P
ercent Million
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Monthly data; seasonally adjusted.

Source: Eurostat, Labor Statistics; ECB, Monthly Bulletin.

Table 4.1:
Key indicators Euro Area

2022 2023 2024 2025

Gross Domestic Product S15 0.6 0.9 1.5
Domestic expenditure 3.6 0.3 0.3 1.5
Private consumption 1.6 1.0 1.6 1.2
Government consumption 4.2 0.6 0.7 0.8
Gross fixed capital for-
mation 2.6 15 -06 23
Inventories 0.4 -05 -03 03
Net exports 0.0 0.3 0.6 0.0
Exports 7.4 -06 1.7 3.7
Imports 8.1 -2 06 4.0
Consumer prices 8.5 5.4 24 20
Unemployment rate 6.3 6.1 6.0 5.7
Current account balance 1.0 2.5 26 27

Government budget balance  _3 6 32 29 27

GDP: volumes, change over previous year, percent. Net ex-
ports, inventories: contribution to growth, percentage points.
Unemployment rate: unemployed in relation to labor force,
percent. Current account balance, government budget bal-
ance: percent of nominal GDP.

Source: Eurostat, National Accounts; Kiel Institute calcula-
tions; shaded: Kiel Institute forecast.




KIEL INSTITUTE NO. 114 (2024|Q2)
ECONOMIC OUTLOOK

5. United Kingdom

Figure 5.1: Figure 5.2:
GDP Labor market
2015 =100 Percent Percent Million
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Quarterly data, price, seasonally and calendar adjusted, qog- .
change; annual rate of change (boxes). Quarterly data, seasonally adjusted.
Source: Cabinet office, National Accounts; shaded: IfW forecast. Source: Office for National Statistics, Economy.
Figure 5.3: Table 5.1:
Consumer prices Key indicators United Kingdom
Percent Consumer prices 2022 2023 2024 2025
12 - e s Gross Domestic Prqduct 43 01 0.9 1.4
Domestic expenditure 48 -02 08 1.2
5 Private consumption 52 05 11 13
10 - Government consumption 25 -13 -05 0.7
Gross fixed investment 79 26 05 1.0
9 1 Inventories -0.5 -03 0.0 0.0
8 | Net exports -7 02 01 0.1
Exports 86 -03 15 1.8
7 Imports 141 -1.0 1.0 1.3
Consumer prices 9.1 72 28 24
6 1 Unemployment rate 37 40 43 41
5 | Current account balance 31 -33 -20 -15
Government budget balance 46 -56 -48 -4.2
4 4
Percent. GDP: volumes, change over previous year, per-
3 cent. Net exports, inventories: contribution to growth, per-
5 . centage points. Unemployment rate: unemployed in relation
to labor force. Current account balance, government budget
14 balance: percent of nominal GDP.
0 T T T T T y T T Source: Office for National Statistics, Economy; shaded:
2016 2017 2018 2019 2020 2021 2022 2023 2024 Kiel Institute forecast.

Monthly data, change over previous year. Core rate: consumer
prices excluding energy and fresh food.

Source: Office for National Statistics, Economy.
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6. China

Figure 6.1: Figure 6.2:
GDP and alternative activity indicators Inflation
0 Percent Index . Percent Percent o
e GDP (Ihs) CPI
= Kegiang index (lhs) 7] ====- CPI ex food and energy | 5
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Fernald et al. (2015)-
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Quarterly data. GDP: year-on-year percentage change;
Kegiang-index: arithmetic mean of the year-on-year growth 2 8
rates of bank lending, electricity consumption and freight cargo; 2016 2018 2020 2022 2024

Fernald et al. (2015)-indicator: first principal component of the
year-on-year growth rates of electricity production, railway
cargo, retail sales and raw material prices (see Fernald et al.
(2015). Is China Fud-ging its Figures? Evidence from Trading
Partner Data. Federal Reserve Bank of San Francisco, Working
Paper 2015-12).

Source: National Bureau of Statistics; People's Bank of China;
Kiel Institute calculations.

Monthly data; y-o-y growth rate. Core index: CPI excluding food
and energy.

Source: National Bureau of Statistics.

Figure 6.3: Figure 6.4:
Exchange rates Foreign trade
Index Percent
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Source: Thomson Reuters; China Foreign Exchange Trade
System; Kiel Institute calculations.

Source: General Administration of Customs China
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7. Emerging Economies

Figure 7.1:
GDP and industrial production in emerging econo-
mies
Russia
15 4 Percent r 15
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Quarterly data; volumes seasonally adjusted; change over previous
year, Southeast Asia: GDP-weighted average of Indonesia,
Thailand, Malaysia and the Philippines; Latin America: GDP-
weighted average of Argentinia, Brasil, Chile, Colombia, Mexico and
Peru.

Source: IMF, International Financial Statistics, national statistical
offices Kiel Institute calculations.
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Figure 7.2:
Consumer prices
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Monthly data; change over previous year.

Source: Federal State Statistics Service, Russia; IBGE, Brazil;
National Bureau of Statistics, China; Labour Bureau, India.

Figure 7.3:
US-dollar exchange rates
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8. Additional Forecast Tables

Tabelle 8.1:
Real GDP, consumer prices and unemployment rates in the European Union

Weights Real GDP Consumer prices Unemployment rate

2022 2023 2024 2025|2022 2023 2024 2025|2022 2023 2024 2025

Germany 243 19 00 02 1. 86 59 22 19 | 31 30 32 341
France 165 26 11 09 10|59 66 26 20|73 73 73 71
Italy 123 41 1.0 09 141 87 6.0 15 21 8.1 77 69 6.6
Spain 86 58 25 22 18 |83 34 30 20 130 122 116 105
Netherlands 6.1 44 02 07 17 (116 4.1 22 19 [ 35 35 36 34
Belgium 34 30 14 12 12 |103 25 36 23 |56 55 56 54
Austria 28 49 -07 03 13 |86 75 36 30| 48 51 52 52
Ireland 30 96 -33 09 48 | 8.1 52 20 18 | 45 43 45 43
Finland 16 13 -10 02 16 |72 45 12 23 |68 72 75 73
Portugal 16 68 23 18 18 | 8.1 54 19 19 |62 66 64 6.1
Greece 13 57 20 18 2 93 40 26 18 (125 111 99 87
Slovak Republic 07 19 16 25 28 |121 108 3.1 28 [ 62 59 54 50
Luxembourg 05 14 -11 16 29 |82 28 25 22|46 52 55 52
Kroatien 05 7.0 31 34 27 (107 84 36 25 |68 6.1 6.0 57
Slovenia 04 29 18 17 22 |93 73 27 19| 40 37 36 35
Lithuania 04 24 -03 20 25 |189 89 18 23 |60 69 7.0 65
Latvia 0.2 31 00 21 29 (172 93 12 21 69 65 65 58
Estonia 02 -05 -31 -05 32 |195 090 31 23 | 56 64 70 6.5
Cyprus 0.2 51 25 34 20|81 40 24 20| 68 61 59 53
Malta 0.1 81 57 46 35 | 6.1 56 27 24 | 35 3.1 23 22
Sweden 32 16 0.1 1.2 21 8.1 6.1 23 20 (75 77 79 74
Poland 44 59 01 20 30 (132 107 43 37 (29 28 27 26
Denmark 22 27 19 02 16 |85 34 18 18 | 45 51 50 47
Czech Republic 18 24 -02 15 29 (148 112 27 24 |24 26 29 26
Romania 19 41 21 21 3.7 [ 120 100 54 37 | 56 56 55 53
Hungary 12 46 -07 21 30 [ 163 172 43 38 [ 36 40 42 40
Bulgaria 06 42 19 21 31 [13.0 86 33 24 |42 43 44 42
European Union 1000 36 06 10 16 |92 64 27 23 |62 60 59 56
Addendum:
European Union 11 874 34 06 08 14|83 53 23 20|68 66 64 6.1
Accession countries 126 44 06 20 3.0 |133 10.7 41 3.3 | 4.1 4.1 40 3.8
Euro Area 848 35 06 09 15|85 54 24 20|68 66 64 6.0
Euro Area without Germany 605 42 09 12 16 |84 52 24 21 8.1 78 75 7.0

Based on GDP at prices and exchange rates of 2023 in percent. Change over previous year in percent. Harmonized Index of
Consumer Prices (HICP). Standardized unemployment rate in percent (ILO); country groups weighted according to the size of
the labor force in 2023. Accession countries since 2004.

Source: Eurostat, National Accounts; shaded: IfW forecast.




