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It should be added that the reduction in unemployment has also resulted from 

more job-rich growth. Since the crisis, the average growth in the euro area in 

hourly or per capita productivity has been lower than that what was observed 

between the mid-1990s and 2007. On average, the rate of growth year-on-year 

in hourly productivity came to 1.3%, compared with just 0.8% on average since 

the beginning of 2013. This slowdown in productivity growth is certainly 

helping to bring down the unemployment rate, but it also suggests a decline of 

potential growth and therefore of the actual growth of the industrialized coun

tries once the output gaps will have been closed. Finally, the improvement of 

the employment situation has not necessarily been accompanied by a rise in 

wages so that despite a lower unemployment rate, weak inflation is still an issue 

in the euro area. 

1.2. The logic of weak inflation 

Though growth is accelerating in the euro area, inflation is still moderate. The 

recent rise has been reversed suggesting persistence of the economic slack. 

These trends also reflect the difficulty the central banks are encountering in 

meeting the 2 percent target for inflation, despite the implementation of a 

range of measures designed to boost activity and anchor inflationary expecta

tions to the target. However, the price and wage dynamic may have also been 

influenced by changes in nominal unit labour costs and the adjustment of 

nominal imbalances among euro area countries. 

a) Inflation remains low

In the third quarter of 2017, the inflation rate in the euro area remained below 

the target set by the European Central Bank (ECB). While a renewed rise has 

been observed since the low point reached in the second quarter of 2016, this 

reflected the volatility of the price index for energy. Underlying inflation, which 

excludes more volatile sub-indices such as food and energy prices, has shown 

little sign of picking up in the main European countries, with the exception of 

the United Kingdom (Figure 4). In the euro area, it came to 1 .1 % in third 

quarter 201 7. In the UK, overall inflation was close to 3% in August 201 7, and 

underlying inflation stood at 2.4% in the second quarter of 201 7, a sharp rise 

since April 2016. This is in line with the depreciation of the value of the pound 

sterling, which is being reflected in higher prices for imported goods. 


