
Executive summary 

economic policies at the European level not only are aimed at supporting the 

recovery, but also to stimulate nominal and real growth in the future. This 

means policies to support investment-including public investment-and the 

continuation of an expansionary monetary policy, needed to push up inflation 

and facilitate the deleveraging of private agents and States. It must be accom

panied by appropriate regulations and greater control of the financial sphere to 

counter financial instability. 

The EA on aggregate has moved into a large trade surplus. This may not be 

sustainable, since it creates pressures for euro appreciation that can jeop

ardize the ongoing recovery. Unlike before the crisis, the imbalance is 

clearly concentrated in surplus countries. If there is no further nominal read

justment, the net international investment position, i.e. the foreign assets 

accumulated, of Germany and the Netherlands would be close to 200% of their 

respective GDP, while deficit countries ( except Greece) would arrive at a level 

compatible with the threshold stipulated in the Macroeconomic Imbalance 

Procedure. 

Even if the situation has improved substantially since the crisis, it appears 

that there are still significant nominal imbalances within the EA. Nominal 

competitive imbalances peaked in 2007 and substantially diminished until 

201 3. Deficit countries reduced dramatically their nominal overvaluation, while 

surplus countries diminished their nominal undervaluation more modestly. 

France and Finland do not follow the reconvergence pattern. Labour costs 

developments have been broadly consistent with the resorption of nominal 

imbalances but other important factors, like profit margin, product tax rates, or 

non-price competitiveness have sometimes worked in a contrary sense. 

Nominal convergence remains an important issue that should be addressed 

by appropriate policies, beginning with surplus countries. Given an overall 

undershooting of the inflation target, higher inflation is needed in surplus coun

tries in order to reduce nominal imbalances without pushing the deficit 

countries into deflation. Possible tools-alongside national fiscal policy more 

clearly oriented towards keeping output close to potential in both surplus and 

deficit countries-include a coordination of national wage policies over the 

long-term, a generalization of minimum wages in all countries, a better regula

tion of posted workers to avoid unfair competition, mandatory periodic wage 

negotiations at the branch level, the coordination of fiscal devaluations (i.e. tax 

shifting from social security contributions to VAT), and in particular fiscal revalu

ations in surplus countries. 


