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Three-month interest rate

An interest rate is the cost or price of borrowing, or the gain from lending, normally expressed
as an annual percentage amount. Three-month money market rates apply to deposits or loans
between banks with an original maturity of three months. Money market rates, also known as
inter-bank rates, are interest rates used by banks for operations among themselves. In the money
market, banks have the opportunity to trade their surpluses and deficits.

Economic importance

The three-month EURIBOR (euro interbank offered rate) is the benchmark rate of the large euro
money market that has emerged since 1999. In addition, the three-month EURIBOR plays an
important role in revolving credits. Therefore EURIBOR is often considered the key rate for both
interbank lending and revolving credits to other customers. With the financial turmoil in 2008,
the volume of the money market decreased.

Data compilation

The three-month EURIBOR is the rate at which euro interbank term deposits are offered by one
prime bank to another prime bank.

The contributors to EURIBOR are the banks with the highest volume of business in the euro area
money markets. The panel of banks consists of:

banks from EU countries already part of the euro area,

banks from EU countries not yet members of the euro area,

large international banks from non-EU countries but with important euro area operations.
The number and the names of the reporting banks and further information on EURIBOR can be
found on the EURIBOR website: www.euribor.org
Data availability

Data are compiled by the ECB and published by Eurostat as annual, quarterly and monthly series
and become available between 10 and 15 days after the end of the reference period.

All data are available on Eurostat’s website at http://ec.europa.eu/eurostat => Theme: Economy
and finance => Data => Interest rates => Short-term interest rates.

All data are also available on the European Central Bank website: http://www.ecb.europa.eu.
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Example

The following graph shows a comparison of interest rates in the euro area, Japan and United
States.

In general, the rates fell worldwide between 2001 (especially after 11 September 2001) and 2004.
In the euro area the three-month EURIBOR remained below 2.2% until September 2005. As a
result, credit became cheaper and the volume of credit could grow. However, from autumn 2005
this benchmark for short-term interest rates rose continuously and remained high until October
2008. Concurrently with measures to minimise the effects of the 2008 ‘credit crunch, the EURI-
BOR decreased drastically between October 2008 and December 2008.

In the United States, three-month money market rates followed a slightly different pattern. Only
the lowest rate was recorded for both in March 2004 (euro area 2.0%, US 1.1%). After that, US
money market interest rates increased continuously with an adverse impact on customers paying
variable interest on debt or customers renegotiating terms of payment. Since January 2008, US
short-term interest rates have been lower than those of the euro area, partly reflecting different
monetary policies to address the financial turmoil.

Japanese interest rates were always among the lowest in the world. Japanese three-month interest
rates remained below 0.1% until March 2006. Since then, Japanese rates have increased signifi-
cantly. However, only in October 2008 were three-month interest rates above 1%, still moderate
compared with the three-month EURIBOR which stood at 3.3% in December 2008. In the US,
three-month interest rates stood at 1.8%. This reflects the aim of the Federal Reserve Board to
reduce interest rates while coping with the economic downturn.

Graph 26: Three-month interest rates
% per year
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Long-term government bond yields

Long-term government bond yields are defined as the rates of interest, i.e. the yield, on govern-
ment bonds with a maturity of ten years.

Economic importance

These rates are often used as a benchmark for the cost of long-term government debt and long-
term interest rates at large. Furthermore long-term interest rates are one of the convergence crite-
ria indicators for European monetary union (Article 121 of the Treaty establishing the European
Community). Article 4 of the Protocol on the convergence criteria annexed to the Treaty states
that a Member State must have an average nominal long-term interest rate that does not exceed
by more than two percentage points that of, at most, the three best performing Member States in
terms of price stability.

Data compilation

The long-term interest rate statistics for the Member States refer to the monthly average inter-
est rates for long-term government bonds issued by each country, where applicable, quoted as
percentages per annum. The statistical framework for the definition of long-term interest rates
for EU countries outside the euro area follows the same principles as those specified and imple-
mented in conjunction with the European Commission in preparation for stage three of eco-
nomic and monetary union (EMU).

Interest rate levels are measured on the basis of long-term government bonds or comparable secu-
rities, taking into account differences in national definitions. This means in practice that, for each
country, data have to be collected on long-term (close to 10-year maturity) central government
bonds (or a basket of several of these bonds) which are liquid on the secondary market (the inter-
est rates for Cyprus are based on primary market rates). For all countries except Luxembourg and
Estonia, the same principles for the calculation of long-term interest rates have been used.

Because Luxembourg and Estonia do not have outstanding long-term debt securities with a re-
sidual maturity of close to ten years, the indicator for Luxembourg is based on a basket of long-
term bonds issued by a private credit institution. The current indicator for Estonia represents a
weighted average interest rate on new EEK-denominated loans to households and non-financial
corporations, including a large proportion of interest rates fixed for up to one year.

Data availability

Data are compiled by the ECB and published by Eurostat as annual, quarterly and monthly series
and become available between 10 and 15 days after the end of the reference period.

All data are available on the Eurostat home page => Theme: Economy and finance => Data =>
Interest rates => Long-term interest rates => Maastricht criterion interest rates.

All data are also available on the European Central Bank website: http://www.ecb.europa.eu
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Example

The following graph shows changes in long-term interest rates for the euro area, for the US and
for Japan. From early 2002 there was a global downward trend in both short-term and long-term
interest rates. In the euro area, long-term interest rates decreased significantly, to 3.1% in Sep-
tember 2005. In the US, long-term interest rates stood at 3.3% as early as July 2003, and contin-
ued to increase until summer 2007, when they stood at 5.1%. The long-term interest rates in the
euro area followed a similar pattern.

Following the market turmoil, starting in summer 2007, and central banks’ interventions to safe-
guard liquidity, the Maastricht criterion interest rates in the euro area decreased on average, to 3.7%
in December 2008, while the figure for euro area Member States varied between 3.1% and 5.1%.

As a result, not all of the Member States could take advantage of lower long-term interest rates.
In early 2008 the spread between the Member States with the lowest and the highest long-term
interest rates in the euro area was only 40 basis points. By the end of 2008 the spread had widened
to 200 basis points. As a result, the interest rate to be paid on the public debt increased for some
of the Member States despite a decreasing average rate in the euro area.

Graph 27: Long-term interest rates
% per year
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Euro exchange rates

The exchange rate is the price of one currency in terms of another. Most commonly, exchange
rates are expressed as the number of units of domestic currency that will purchase one unit of
foreign currency (e.g. the euro-dollar exchange rate is one euro expressed in United States dol-
lars). An exchange rate may also be defined the other way around: the number of units of foreign
currency that one unit of domestic currency will purchase.

Economic importance

The exchange rate plays a particularly important role in the economy. Among other things, it
helps determine how much we pay for imported goods and services and how much we receive for
what we export. When the value of the currency falls, imported goods become more expensive
and we tend to reduce the volume of our imports. At the same time, other countries will pay less
for some of our products and that will tend to boost export sales.

Together, interest rates and the exchange rate determine the monetary conditions in which the
economy operates. Changes in the exchange rate affect spending and demand in the economy
just as changes to interest rates can either increase or decrease the level of economic activity or
consumer prices.

Data compilation

The ECB applies the following rules for the euro reference rates:

The reference rates are based on the regular daily concertation procedure between central
banks within and outside the European System of Central Banks, which normally takes
place at 2.15 pm CET. The reference exchange rates are published both by electronic market
information providers and on the ECB’s website shortly after the concertation procedure
has been completed.

Only one reference exchange rate (i.e. the mid-rate) is published for each currency, using the
‘certain’ method (i.e. 1 euro = x foreign currency units).

The number of significant digits used may vary between the currencies, reflecting market
conventions. However, in most cases five significant digits are used.

Data availability

The source of the data is the European Central Bank.

Data are released on the Eurostat website two working days after the reference day.

All data are also published on the European Central Bank website: http://www.ecb.europa.eu.
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Example

After the introduction of the euro in 1999 its value decreased against the US dollar and the Japa-
nese yen until the end of 2000. Thereafter the value of the euro increased significantly until July
2008, by 69% against the US dollar and 58% against the yen. Later, the value of the euro decreased
again with the financial crisis.

Graph 28: Euro exchange rates
Monthly average

170 1.70
160 1.60
150 150
140 140
130 130
120 120
110 1.10
100 1.00

90 090

S80I T T T T T T T T T T T T T T T T T T T T e 0.80

S I I I BN R SN SR RN IR
P3P IS L PP LI LT LIS LIS LIS
R D O O e S T S SR OP R

S S S SIS S I S S S S S S I SIS I S

e== Yen (Japan) === Dollar (US)

Source: Eurostat (ert_bil_eur_m), ECB

m Principal European Economic Indicators - A statistical guide

US Dollar

89






Economic Sentiment
Indicator



L] . . .
m Economic Sentiment Indicator

The economic sentiment indicator (ESI) is a monthly index that reflects overall perceptions and
expectations of the economic situation among consumers and business managers.

Economic importance

The basic idea behind the ESI is that sentiment among consumers and business managers con-
cerning the current and future general economic situation, and their own financial situation,
gives a signal of whether they intend to increase consumption and production respectively. The
ESI aims to measure how the public perceives the current economic situation and the short-term
economic prospects. In this sense, it can be considered an early indication of future economic
activity, and hence be used as a guideline for both businesses and policymakers.

Data compilation

The economic sentiment indicator is based on monthly sentiment surveys held among busi-
nesses and consumers in the EU Member States,” conducted by the European Commission in
cooperation with national institutions.

For each country, a subset of 15 questions across the five sectors covered by the surveys is used
in to construct the Economic Sentiment Indicator. Weights are allocated to the different sectors
to calculate the composite indicator:

Industry: 40%
Services: 30%
Consumers: 20%
Construction: 5%
Retail trade: 5%

The relevant weights are set according to two criteria: the ‘representativeness’ of the sector in
question and its ‘tracking performance’ in terms of the reference variable. Given the broad scope
of the ESI, the obvious reference variable is GDP growth, tracking the movements of the eco-
nomy as a whole.

To calculate the European aggregates, Eurostat uses weights based on value added for the indus-
try, service and construction surveys, and on private consumption for the consumer and retail
trade surveys.

Based on the complete set of standardised balance series® underlying the individual confidence
indicators, the ESI combines the judgments and attitudes of producers and consumers by means
of a weighted aggregation of standardised input series.

5 Since May 2008 the surveys have been temporarily discontinued in Ireland.
6 Balances are computed as a difference between positive and negative answers to each specific question in the survey.
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The ESI is calculated as an index with a mean value of 100 and standard deviation of 10 over a
fixed standardisation sample. Currently the movements are calculated over the period 1990-2007.
The data are seasonally adjusted using the DAINTIES method. This method is based mainly on
the use of filters. Filters are made up of sets of weightings that are applied to the series in the
same way as for computing weighted moving averages. These filters have properties determined
in advance on the basis of the conventional assumption of the breakdown of the series into three
components, known respectively as seasonal, trend and irregular.

The main advantage of DAINTIES is that there are no revisions when data are added at the end of
the time series. As business and consumer survey data are economic agents’ opinions at a certain
point in time, revision of the historical data seems undesirable.

A complete description of data handling and of the aggregation method used to build the EU and
euro area aggregates can be found in a regularly updated User Guide.
Data availability

The economic sentiment indicator has been published on a monthly basis since 1985. Data are
available for EU/EA aggregates and for EU Member States.

It is published on the second last working day of each reference month.
All data are available on the websites of:

the Directorate-General for Economic and Financial Affairs (http://ec.europa.eu/economy_
finance/index_en.htm) => Economic databases and indicators => Business and consumer
surveys

Eurostat =>Euroindicators/PEEIs => Business and consumer surveys.
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Example

There is usually no significant difference between the euro area and EU as a whole. Note the
sharp downturn at the end of 2001 after the terrorist attacks in the USA.

Graph 29: Economic Sentiment Indicator
Seasonally adjusted
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Annex 1: PEEls on the Eurostat website

In order to facilitate access to PEEIs and Euroindicators, Eurostat has put all relevant information
together in a single place on its website, under a special topic ‘Euro-Indicators/PEEI.

This special topic is designed to give a general overview of the recent past and the near future of
the euro area, European Union and Member States’ economic situation. It is essentially addressed
to specialist users such as official statisticians and economists, academics, researchers, journal-
ists, etc., but it also contains information useful to students and the general public interested in
the economic situation of Europe.

Picture 1: Overview table

Selected Principal European Economic Indicators’

=,
=
=3

O Euro Area **

Release date Unit Reference period

latest next

GDP in volume 07/04/2009 15/05/2009 % (Q/Q-1) 0.7 0.6 0.5 0.1 03 -15 =
%(Q/Q-4) 28 25 2,0 23 1.1 -16 -
Private final ~ 07/04/2009 03/06/2009 % (Q/Q-1) 0.7 0.4 0.2 02 0.0 04 Lok
consumption
in volume
% (Q/Q-4) 24 22 20 14 08 05 -
Investments in 07/04/2009 03/06/2009 % (Q/Q-1) 1.2 13 03 -1.0 1k 33 i m
volume
%(Q/Q-4) 46 43 28 27 0.1 -5.1 o
External trade 17/04/2009 18/05/2009 mioeuro  -18721.0 -19781.0 -138659 -21763.5 -13053.9 () Lok
balance

Current 22/04/2009 mioeuro  -33161  -21568  -46160  -73196  -67416  -57288 S|
account- Total

Inflation (HICP 16/04/2009 % (M/M-1) 0.0 04 02 06 05 03 Lok
all items)

% (M/M-12) 3.7 2.8 22 1.8 1.8 13 e
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The special topic contains:

the ‘Selected Principal European Economic Indicators’ page which contains a set of 22 most
relevant and timely short-term economic indicators for the euro area and the European
Union (see picture 1). This is the Euro-indicators/PEEIs special topic homepage;

for each indicator, a short description and a full metadata file with more general and meth-
odological information;

data structured as tables, and a short term indicators database;

Eurostat news releases and a link to the annual Eurostat and Economic and Financial Affairs
DG release calendar;

official Eurostat statistical publications, Euro-Indicators working papers and Euro-Indica-
tors online publications;

links to recent events relating to PEEIs and Euroindicators, such as conferences and semi-
nars.

To access the Euro-Indicators/PEEI special topic, click on ‘Euro-Indicators/PEEI on the left side
of the homepage of the Eurostat website.
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Annex 2: The Business Cycle Clock

In order to show the up- and downswings of European economies in an animated fashion, Eu-
rostat has developed a Business Cycle Clock (BCC). It is a graphical interface for displaying
the movements of the Principal European Economic Indicators within Europe. The BCC covers
most PEEIs including GDP, consumption, investment, exports and imports, (un)employment,
economic sentiment, and industrial production. For the purposes of the BCC, all the series have
been recalculated to show only their cyclical component.

The BCC shows that many economic indicators change in a similar way in close proximity to
one another. Moving as a ‘cloud; some clearly move early — e.g. economic sentiment — while
others lag behind. These and other dynamic patterns can be visually observed, and can help in
understanding economics past and present. The animated graph can be fine-tuned by selecting
the specific indicators and the countries you want to watch and compare.

The BCC is available on the Eurostat website, currently in English only. Acknowledgement is due
to Statistics Netherlands for sharing their visual concept of tracing business cycles.

T The cyclical behaviour displayed by the graph (see figure) dis-
@ @ tinguishes four phases:
@) | (1) the indicator is above its long-term trend and is increas-
ing,

(2) it is still above the long-term trend, but after having
reached a peak it is now gradually moving downwards,
(3) after subsequent decreases it reaches levels below the

Decreased

3) | (4) long-term trend and is heading into a trough, and
(4) gradually picks up again by pulling itself out of this
\ @ trough with positive numbers even though still below the

long-term trend.

Each of these phases are coloured correspondingly. In general, the indicators move in time in
the direction of the arrows, evolving from one phase into the other. Sometimes a full cycle takes
around four years, other times it could be more or it could be less; there is no rule of thumb for
forecasting cyclical time span.

For each indicator, the BCC also offers a complete table and interactive graphs and maps. For the
moment these interactive graphs and maps only work if your browser is SVG-enabled. Eurostat
is working on technical improvements to help resolve this soon.

On the Eurostat website and click on ‘Business Cycle Clock’ on the right side of the screen to
get started. If you do not see the animated graph, please check whether your browser has a flash
plug-in.
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CPA

COICOP/HICP

CPI

DG

DG ECFIN
ECB

EEA

EFTA
Ecofin Council
ECU

EICP

ESA or ESA95
ESI

GDP
HICP
KAU

LCI

NACE
PEEI

SAD

PPI

SPPI

STS

Abbreviations -

Statistical Classification of Products by Activity in the European Economic
Community

Classification of Individual Consumption by Purpose adapted to the needs of
the HICP

Consumer price index

Directorate General (of the European Commission)

The European Commission’s Directorate General on Economy and Finance
European Central Bank

European Economic Area

European Free Trade Area

European Council (economic and financial affairs ministers)

European Currency Unit

European Index of Consumer Prices

European System of National and Regional Accounts

Economic sentiment indicator

Gross domestic product

Harmonised index of consumer prices

Kind-of activity-unit

Labour cost index

Statistical Classification of Economic Activities in the European Community
Principal European economic indicators

Single administrative document

Producer price index (or Industrial Output Price Index)

Services producer price indices

Short-term statistics
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STS-R Short-term statistics Regulations
(COUNCIL REGULATION (EC) No 1165/98) of 19 May 1998 concerning
short-term statistics
and
REGULATION (EC) No 1158/2005 OF THE EUROPEAN PARLIAMENT
AND OF THE COUNCIL of 6 July 2005 amending Council Regulation (EC)
No 1165/98 concerning short-term statistics

UVI Unit value indices

EU-27 European Union of 27 Member States
EU-25 European Union of 25 Member States
Euro area, EA  the countries participating in the euro area in the reference year
BE Belgium

BG Bulgaria

Cz Czech Republic

DK Denmark

DE Germany

EE Estonia

IE Ireland

EL Greece

ES Spain

FR France

IT Italy

CcY Cyprus

LV Latvia

LT Lithuania

LU Luxembourg

HU Hungary

MT Malta

NL Netherlands

AT Austria
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PL
PT
RO
SI
SK
FI
SE
UK

HR
MK
TR

IS
NO
CH
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Poland
Portugal
Romania
Slovenia
Slovakia
Finland
Sweden

United Kingdom

Croatia
the former Yugoslav Republic of Macedonia

Turkey

Iceland
Norway

Switzerland

Abbreviations -




- Further information

Further information

Free access to most Eurostat data is available through the Eurostat website, which can be found at:
http://ec.europa.eu/eurostat. The website presents a vast array of information in the form of tables,
databases, methodology and publications: these are all structured primarily by subjects/themes.

Data are generally provided for the European Union as a whole (EU-27), the euro area and the
Member States, and, where available, for the candidate countries and the EFTA countries.

All statistical classifications and many definitions can be found on Eurostat’s metadata server
Ramon (http://ec.europa.eu/eurostat/ramon/).

The Eurostat data code

A code (such as ‘tec00027’) has been inserted as part of the source wherever Eurostat data is
presented in this publication. This code allows the reader to easily access the complete and most
recent data on the Eurostat website, by using the search function. The PDF version contains
hyperlinks leading directly to the data set. Please consult “The Eurostat data code’ on the Eurostat
home page for more details.
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- via EU Bookshop (http://bookshop.europa.eu);
- from your bookseller by quoting the title, publisher and/or ISBN number;

- by contacting one of our sales agents directly. You can obtain their contact details on
the Internet (http://bookshop.europa.eu) or by sending a fax to +352 2929-42758.

Free publications:
- via EU Bookshop (http://bookshop.europa.eu);

- at the European Commission's representations or delegations. You can obtain their con-
tact details on the Internet (http://ec.europa.eu) or by sending a fax to +352 2929-42758.
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