On 22nd January 2014 the
Commission has adopted the
Communication "For an European
Industrial Renaissance".

The 2014 Communication fully
endorses the industrial policy
approach put forward in the 2010
and 2012 Communications while
highlighting the need to take
action now in order to assure
their full implementation. In
particular it identifies seven key
priorities for policy guidance:

1. Mainstreaming industrial
competitiveness objectives

2. Accessing financial resources
to make the industrial
renaissance happen

3. Improving the business
framework

4. Easier access to critical
production inputs

5. Maximise the potential of the
internal market

6. Internationalization of EU
firms

7. Improving education and
training —facilitating mobility

This note is prepared by Directorate
General Enterprise and Industry -
Unit A4 "Industrial Competitiveness
Policy for Growth".

Previous issues are available here:

http://ec.europa.eu/enterprise/poli
cies/industrial-
competitiveness/economic-
crisis/monthly notes en.htm

European
Commission

Industrial policy

indicators and
analysis

SPECIAL FEATURE: BUSINESS DEMOGRAPHY: HOW FIRMS HAVE FOUND
THEIR WAY THROUGH THE CRISIS

Manufacturing production decreases in March 2014, however
annual growth prospects remain strong

Despite a 0.4% reduction in EU manufacturing production in March 2014,
expectations point towards a strong
performance of the sector during 2014.
GDP growth forecasts have been revised
upwardly and managers’  positive
outlook has broadened to all Member
States covered by the PMI index.

Moreover, investment by manufacturing
is gaining pace supported by improved
banking and public support conditions.
Higher levels of investment are key to
ensure maintaining competitiveness.

SMEs in Southern countries greater loses during the crisis, while
larger firms could consolidate and grow

Medium-sized firms have sustained greater losses since the start of the crisis,
while large companies partly compensated for the low internal demand by boosting
their exports. The latter were also less dependent on bank lending. In Southern EU
countries smaller firms have suffered the most due to tight financial conditions and
a worse economic situation; this has had a particularly negative impact on the
economy due to the key role of small and medium firms in the economy in terms
of employment and value added. Factors influencing a firm's development and
survival include:

e External funding conditions. Lending costs to SMEs vary largely between
countries and they are higher than for larger firms

¢ Business environment. The higher the costs of resolving insolvency, the higher
the probability a form stays in the system longer at the cost of experiencing losses
without growth prospects.

Improving business conditions for firms, particularly SMEs, access to capital and
cost vis a vis larger firms, thus allowing for investment in capital and innovation,
better competitiveness and growth, appear to be necessary conditions for a
geographically-wide recovery of manufacturing in Europe.

Enterprise

and Industry
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1 Monthly developments in the EU?

Manufacturing production down by 0.4% in
March....

Industrial production in the EU decreased by 0.2% in
March 2014. The decrease was slightly higher for the
Euro Area at 0.3%. All components of industrial
production fell during the month of March. The fall
was more acute for intermediate goods (-0.5), energy
(-0.6) and durable consumer goods (-0.4). On an
annual basis industrial production has still grown
0.5%, hampered partly by a decrease of over 10% in
the production of energy. Out of the seven Member
States that account for 75% of total industrial
production?, only Poland (+0.4%) saw an increase in
industrial  production. Manufacturing production
experienced a higher output reduction, reaching -
0.4% compared to the previous month. However,
manufacturing production is still 0.6% higher
compared to the previous quarter and 2.9% higher in
inter annual terms.
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Taking stock of the performance of manufacturing
both during 2013 and since the crisis, it can be seen
that despite a good performance during 2013,
manufacturing's GVA still lags some four percent
below its peak in the first quarter of 2008 (Graph 2).
Manufacturing outperformed all sectors except
professional and administrative support activities in
2013; however it is second to construction and retail
activities with respect to its downward deviation from
the pre-crisis peak.

! Based on Eurostat and the ECB Monthly Bulletin (cut-off date 14
May 2014). Text and statistics for the EU refer to EU28.
2DE, ES, FR, IT, NL, PL and UK using data from 2013Q4.
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...however industry s positive expectations and
GDP growth forecasts continue improving

In April 2014, firms perceived an overall improvement
in business conditions. Manufacturing PMI (Purchasing
Manager’s Index)? returned to growth reaching 53.4.
The indicator has been improving for ten consecutive
months, moreover the average reading for the first
four months of 2014 still remains the best since 2011
(53.4). Manufacturing still outperforms services in this
respect, however the difference between both
indicators has been narrowing down and is now close
to zero (Graph 3).
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3 The PMI index is based on a questionnaire to a panel of managers in
industry, who are asked about their perceptions and expectations
about the state of business conditions for a number of variables (e.g.
output, stocks, new orders, employment, and delivery time). Their
answers are computed into the index whose value varies between 0
and 100; a value above 50 signals an increase or improvement on the
previous month.
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The reported rate of manufacturing output growth
points towards a first quarter of 2014 growth close to
1%, contributing to an estimated GDP growth of 0.5%
during that same period (Graph 3).
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The Commission released its Spring Forecast
estimating a further acceleration of GDP growth,
investment and employment for 2014 (Graph 4). All
three variables are expected to grow 0.1 percentage
points faster than in the Winter Forecast. This
acceleration is also foreseen for investment in 2015,
which is forecast to grow 4.7% compared to the
previous estimate of 4.2%. Investment in
manufacturing will outperform these estimates, as the
industrial investment survey points towards an
increase of 6% (see below). The forecast also
highlights that the conditions for sustained recovery in
the medium term are improving as domestic demand
is firming up as the main driver for growth,
compensating for the decrease in export-led growth
(Graph 5).

Graph 4 i GDP, employment and growth
forecasts
s.0 GDP Investment Employment

5.0

4.0

3.0

2.0

0.0 - 1 I
)

-1.0
-2.0

-3.0

-4.0
= Winter mSpring

Source: EC Winter and Spring Forecasts

Graph 5 T GDP growth and main components

3.0

2.0

1.0

111

2013(f) 2014(f) 2015(f)

0.0
200

-1.0
-2.0
-3.0
-4.0

-5.0
Investment mmNetexports mmDomestic consumption —GDP growth

Source: EC Spring Forecast

Recovery of manufacturing broadening to all
Member States

The accelerated increase in output was due to a
stabilized domestic demand and a further increase of
export orders. This increased demand has led to an
increase of accumulated backlogs. To compensate
this, companies have increased employment in April
2014 for the fourth consecutive month and at the
fastest rate since August 2011.

The most striking feature of the improvement in
overall operating conditions was the expansion of the
positive outlook to all Member States covered by the
PMI survey and an increase of the index (graph 6).
Germany, Spain and Italy show trends leading to a
growth of manufacturing over 1%, while France’s
outlook is close to 0.5% growth. This is largely
explained by a lower export competitiveness of French
manufacturing companies.

Graph 6 1 Manufacturing PMI in some MS
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While output prices continued to decline in April, the
manufacturing sector managed to compensate for this
by reducing their input costs which declined at the
fastest rate since July 2013 (Graph 7).
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Graph 7 i Eurozone output and input price PMI
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...manufacturing outperforms other sectors and
the EU outperforms the Euro area

The Economic Sentiment Indicator (ESI)* decreased
slightly in April by 0.5 points in the euro area (to 102)
and continued to increase in the EU by 0.9 points (to
106.2). This decrease of the ESI in the Euro Area was
caused by less confidence in construction and services
while industry and retail remained virtually
unchanged. The better prospects for the EU were
pushed by a strong performance on the UK, both in
industry, retail and services. In the case of industry,
less optimistic expectations regarding future demand
were compensated by brighter appraisal of order
books and stocks of finished products. In particular,
the industrial sector confidence indicator experienced
a significant increase in confidence for the EU (0.8)
and a modest decrease for the Euro Area (-0.3), in
both cases remaining above its long-term average
(Graph 8).

* The Commission's Directorate for Economic and Financial Affairs (DG
ECFIN) conducts regular harmonized surveys for different sectors of
the economies in the EU and in the applicant countries. They are
addressed to representatives of the industry (manufacturing), the
services, retail trade and construction sectors, as well as to
consumers. These surveys allow comparisons among different
countries' business cycles. DG ECFIN ‘s ESI is a summary indicator of
five sectors confidence indicators which reflect overall perceptions and
expectations based on a monthly survey of over 200 000 industries
and consumers.
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Investment growth gains speed with improving
access to finance

The investment survey released in April shows a
fourth consecutive quarterly growth of investment
plans for manufacturing with an expected growth rate
of 6% (Graph 9). The increase in investment is
pushed both by stimulating capacity utilization rates,
sales prospects and the availability of financial
resources (Graph 10). As capacity utilization rates
have been falling lately, investment is addressing the
increased order books and increasing backlogs (see
above).

Graph 9 i Investment plans (% change over previous
period)
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Graph 1 0 i Factors influencing investment (net % of
positive answers)
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Regarding the availability of financial resources for
investment, the 1% round of the survey on access to
finance of SMEs in the euro area (SAFE) still shows a
higher share of companies declaring a deterioration of
availability of bank loans and of public financial
support including guarantees. However, the net
negative share is significantly decreasing and for both
questions is at its maximum level since the survey has
been in place (Graph 11).

Graph 11 i Net share of companies declaring
improvement during the last six months for bank
credit and public support
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Conclusions

Despite the fact that industrial production in the EU
decreased by 0.2% in March 2014, all underlying
factors point towards a strong performance of the
sector during 2014. GDP growth forecasts have been
revised upwards and the positive outlook has
broadened to all Member States covered by the PMI
index.

Competitiveness of manufacturing industries remains
positive as they have been capable of compensating
for decreases in output prices with stronger decreases
in input prices. However it is not clear how much
longer this can be sustained.

Investment by manufacturing is gaining pace
supported by improved banking and public support
conditions. Increased investment and increased
backlogs seem to point to a situation where
manufacturing is ready to bring assets into production
that have been idle during the crisis.
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Special feature: Business Demography in the EU

Did you know?

V SMEs are at the heart of the European manufacturing sector, they made up almost 60% of employment and

contribute to 45% of the sector value added

V  Across almost all of the countries under scrutiny, the medium-sized segment sustained greater losses since the
start of the crisis, while the firms at the upper and lower ends of the scale were better able to hold their own.

V In Germany and the United Kingdom large companies compensated for the low intra-EU demand by boosting
their exports and were also less dependent on domestic bank lending

V In Southern EU countries, where small and micro firms play a larger role in the economy, smaller firms have
suffered more than in their counterparts in Northern countries.

2 How firms have found their way
through the crisis?’

There are around 24 million active enterprises in the
EU (based on data from 26 Member States); the
largest number is located in Italy, followed by Spain,
Germany, France and the United Kingdom. In the EU
as a whole and in the five largest European
economies, the service sector made up around three
quarters of the active enterprises, while construction
and industry counted for 15% and 10% respectively.

Small and medium enterprises are at the heart of the
European production fabric, in the manufacturing
sector they made up in average almost 60% of total
employment and almost 45% of the total value added.
Their importance varies across member states; in
Italy, Spain and Portugal their weight is much higher
than the average and so is their importance as engine
of the whole economy (Graph 12).

Enterprises are classified according to their size in:

Micro enterprises: with fewer than 10 employees and
less than €2 million of revenue / balance sheet per
year

Small enterprises: with 10 to 49 employees and less
than €10 million of revenue / balance sheet per year
Medium sized enterprises: with 50 to 249 employees
and less than € million of revenue or less than €43
million balance sheet per year.

Although the number of active firms and persons they
employ depict a picture of the size and structure of an
economy, they do not necessary reflect its
performance. It is rather the dynamics in the
structure that may provide an indication of firm
performance and competitive pressure.

5 Data availability on firms' numbers and dynamics varies broadly,
and is published with a time lag.
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This paragraph focuses on countries for which a wider
set of data - in terms of time, size and sector
coverage - is available in the various databases
consulted. A small set of countries, i.e. Germany,
Spain, Italy, Portugal and France is used to illustrate
evolution of business demography since the beginning
of the «crisis, and factors explaining these
developments.

Medium-sized enterprises have been hit harder
by the crisis in all countries

In Spain, the number of businesses operating in the
manufacturing sector remained stable until 2008, but
from then onwards there has been a collapse in the
numbers of all size categories. But though the impact
of the crisis - in terms of sluggish domestic demand
and financing difficulties - has been felt by all firms,
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Spain is characterized by the particularly severe toll of
the crisis on the small and medium sized ones. These
firms were hit particularly hard and have struggled to
overcome serious difficulties accessing to external
credit (Graph 13).
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In Portugal the number of manufacturing firms had
already started declining before the crisis, but,
overall, the trend was much more moderate than in
Spain where the bursting of the construction bubble
took out many firms. As seen in the Graph 4, the
decline observed from 2008 equally affects all firms
and cannot be solely attributed to the crisis but is
rather linked to the low competitiveness of the
Portuguese manufacturing sector®. Moreover, start-
ups in Portugal have very low chances of survival.
Only 42% of firms set up in 2006 were still operating
in 2011, against 52% in Italy and Spain.

Graph 14 i Manufacturing firms' dynamics in
Portugal (number of firms, 2008=100 )
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® Deutsche Bank research, Business demographics and dynamics in
Europe, Research Briefing, April 2014.

Manufacturing enterprises in Italy suffered in a
similar way than in Portugal during the crisis, with a
slightly higher toll on micro and small enterprises.
Economic difficulties faced by the country weighed
heavily on manufacturing firms, 5.8% of them
reported insolvency between 2009 and 2011. This has
been particularly worrying in view of the role these
companies play on employment (both categories
cover more half of the total persons employed in the
manufacturing sector). Since 2012, larger firms have
restarted growing in numbers (Graph 15).
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The evolution of firms in France cannot be equally
described due to data limitations. The introduction in
2009 of a new scheme to set up self-managed
enterprises is triggering revisions in statistics. It is
thus proposed to look at the dynamics of the overall
corporate sector. Available data show that since 2006
the number of insolvencies started rising, reaching a
peak in 2009. Start-ups (excluding self-managed
start-ups) decreased from 2008 onwards, and grew
again only in 2013, most probably reflecting a cyclical
effect (Graph 16).

The dynamic in Germany is different from the
southern countries previously described. Being
competitive and export oriented, firms in the
manufacturing sector have not suffered much from
the crisis. The total number of manufacturing
enterprises decreased slightly in 2009 and recovered
immediately afterwards. Small and micro enterprises
have been doing better than larger ones, which can be
explained by their lower dependence on external
funding or at least the lesser difficulties accessing
credit. Export oriented medium-sized and large
industrial firms have also grown constantly in number
(Graph 17).
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Graph 16 i Firm dynamics in France (numbers,
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Graph 17 i Manufacturing firms' dynamics in
Germany (number of firms, 2008=100 )
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In United Kingdom large manufacturing enterprises
were hit particularly hard during the first two years of
the crisis, but they started recovering soon
afterwards. This might reflect the fiscal stimulus to
demand measures introduced in 2008 and 2009,
which allowed a fast economic upturn. The dynamics
of businesses also seem to indicate an on-going
concentration process. Larger firms have been
constantly increasing in number since 2010, while
other categories have been showing decreasing
trends. Probably the existence of better opportunities
for larger export-oriented businesses have allowed
consolidation and expansion of firms, while a
relatively flexible regulatory environment have eased
business exits in smaller size categories (Graph 18).

Graph 18 1 Manufacturing firms' dynamics in
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Survival rates deteriorated...

Survival rates of firms belonging to the manufacturing
sector are on average four percentage points higher
than those of firms operating in other parts of the
economy, this is because manufacturing enterprises'
assets and liabilities often involve long term
commitments.

At geographical level survival rates’ of manufacturing
firms show wide differences (Table 1). Survival rates
fall gradually over the five years following the birth of
enterprises, but the decrease is sharpest between the
first and the second year. Data indicate that if
enterprises survive the first two years, they have a
better chance of surviving long-term?,

Table 1 i Business dynamics in the manufacturing
sector, average 2008 -2011 (%  of active firms )

Birth rate Insolvency Gross 5 years

rate turnover survival
rate*
A B (A -B)

Acllcs 7.4 5.8 1.6 59.6
(i 7 4.8 a.1 0.7 43.2
LS 4.7 6.0 -1.3 50.6
SEail 7.1 9.0 -2.0 47.4
L8 4.8 7.9 -3.0 45.4

R 7.1 13.2 -6.1

Source: Eurostat.
* 2011

7 The potential of newly born enterprises to stimulate economic
growth and employment resides in their ability to survive. This is why
business statistics focus on the survival rate of newly born enterprises
up to five years after their creation.

8 Eurostat, From birth to death: a closer look at business demography
in selected EU countries and the Republic of Korea, Statistics in focus

1/2014.

http://epp.eurostat.ec.europa.eu/statistics explained/index.php/Kore

a-EU_- business_demography
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In 2011, France (at 60%) and Italy (at 52%) had the
highest average enterprises' five-year survival rates.
Amongst the main European economies, the lowest
survivals of five-year firms were recorded in Germany
(43 %) and in the United Kingdom (45%).

It is interesting to note that survival rates are not
correlated with the total number of firms in the
economy so that countries with a larger exit rate can
also experience higher firm birth rates. Indeed, in
spite of lower survival rates, the number of firms is
much more stable in Germany compared to the United
Kingdom. This is despite the fact that it is easier and
cheaper to set-up and close businesses in the United
Kingdom than in Germany so that it is most likely
testimony of an easy access to finance for start ups.

A comparison of survival rates in 2011 and 2008
highlights a deterioration but does not provide a
conclusive answer on the impact of the crisis on
survival rates. In Germany and Italy chances of
survival decreased much less than the other countries
although this is due to different reasons. In Germany,
as seen inprevious paragraphs, manufacturing has not
suffered much from the crisis, being competitive and
export oriented. While in Italy the small difference
between survival rates could be a reflection of a more
rigid business environment.

...and the business environment played a role in
keeping firms in the system

The regulatory environment may influence the
business decisions to set-up or close a firm. Data from
the 2014 World Bank Doing Business survey show
that the cost and the time of setting up a firm vary a
lot across countries. In particular, it is much more
expensive to set-up a business in Italy compared to
Spain, Germany, France and the UK. A comparison
with the situation in 2008 shows big improvements in
terms of time and cost reductions in Spain and Italy
(Graph 19).
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It is thus possible that the relative high firm survival
rates in countries facing economic difficulties could be
related to the rigidity of the business environment.
The higher the costs of resolving insolvency the higher
the probability a firm staying longer in the system.
This is confirmed by comparing costs of closing a
business with survival rates of 5-years-age of firms.
Firms in countries where closing a business is more
expensive, e.g. Italy, show a higher survival rate than
firms in countries where the economy was doing
significantly better, e.g. Germany and United
Kingdom. In other words the rigidities imposed by the
regulatory environment may play also a role in firm
survival in the medium term (Graph 20).
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Besides the regulatory costs of entry and exit, access
to finance has played a key role in firm entry and
survival rate in the crisis.

External funding hampers the survival of SMEs in
Southern countries
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Interest rates on small loans differ widely across
countries, particularly  from 2010 onwards.
Paradoxically, in countries where SMEs are of higher
relevance, i.e. Portugal, Italy, and Spain, lending
costs are higher. The spread between interest rates
for small loans compared to bigger ones underlines
the existence of a cost gap between SMEs and large
firms. Although interest rates have been decreasing
over time this gap stayed high (Graph 21).
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The fact that access to credit is more difficult for small
firms is confirmed by data from the Survey on the
access to finance of SMEs in the euro area (SAFE).
When asked about funding difficulties, the nhumber of
micro and small firms considering external funding as
a serious problem (of a magnitude higher 7 on a scale
from 1 up to 10) is higher. The situation varies across
countries, but in all countries SMEs suffered greater
difficulty. In Italy, Spain and France smaller firms' find
it significantly more difficult to find external funding
than bigger ones. In Germany on the other hand the
situation is the opposite: smaller firms' consider
external funding as less of a problem than bigger ones
(Graph 22).
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In Germany enterprises concerns are not focused on
access to finance. Finding customers and labour costs
are perceived as more pressing problems for firms
belonging to any size category (Graph 23) indicating
that German firms face less expensive and better
financing conditions than their peers abroad. This can
be due to the possibility of re-investing their profits
without need to look for external capital.

Graph 2 3 7 Three most pressing problems in
Germany by category size (% of firms)
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Source: ECB, Survey on the access to finance of SMEs in the euro
area (Question QOB: Percentage of respondents that stating at least 7
on a scale up to 10)

Concerns over labour costs and finding customers are
also shared by businesses in other countries (e.g.
Italy, Spain, Portugal) but there access to external
financing assumes relatively higher relevance for
micro, small and medium enterprises. The cost of
funding is significantly higher for SMEs in these
countries and lending conditions much tighter.

There is hope that these divergences will shorten in
the near future, once lending conditions to SMEs
improve. The last SAFE survey provides a positive
sign: during October 2013 - March 2014 companies
have been reporting better lending conditions, a
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situation which is confirmed looking at the evolution of
answers by firm category (Graph 24).

Graph 2 4 7 Funding seen as a pressing problem
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Concluding remarks

Small and medium sized enterprises were the ones
most hit by the crisis in almost all countries. The
exception is Portugal, where also large firms have also
struggled to recover. In Spain and Italy, SMEs firms'
numbers decreased much more sharply than large
companies or micro enterprises.

Survival possibilities depend partly on the firm size..
On average, large companies were partly able to
compensate for the low internal demand during the
crisis by boosting their exports and were also less
dependent on bank lending. In Southern EU countries
smaller firms have suffered the most due to tight
financial conditions and a worse economic situation;
this has had a particularly negative impact on the
economy due to the key role of small and medium
firms in the economy in terms of employment and
value added.
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Firms in countries where closing a business is more
expensive show a higher survival rate than firms in
countries where closing is less costly or simpler. The
higher the costs of resolving insolvency the higher the
probability a firm staying longer in the system, at the
cost of having negative profits and no growth
perspectives. Countries such as Germany had low exit
costs, low survival rate but yet were able to maintain
a stable number of firms probably due to the better
financing environment for entering firms.

Access to external funding still represents a limiting
factor to the development and survival of firms in
most countries. There are large differences in lending
costs to SMEs between countries. While in Italy, Spain
and France smaller firms' find it more difficult to find
external funding than bigger ones, in Germany
smaller firms' consider external funding as less of a
problem than bigger ones. Moreover, in Germany
enterprises concerns are not focused on access to
finance; finding customers and labour costs are
perceived as more pressing problems. Probably
German firms face less expensive and better financing
conditions, which together with a more favourable
demand environment, allows them to generate and
re-invest profits without need to look for external
capital.

Improving regulatory conditions for firms, particularly
for SMEs, improving access to capital, and promoting
internationalisation appear to be necessary conditions
for a geographically-wide recovery of manufacturing
in Europe. A recovery of internal demand would also
have a significantly positive impact.
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3 Statistical annex

TARGET INDICATORS

Latest Changes in percentage points
figure compared to:

Quarter Pre-crisis
Quarter III Quarter IV Quarter I
2013 2012 2008

Manufacturing value added (% of total VA)* 20

EU 15 -0.1 0 -1.1
Euro area 15.7 -0.1 0 -1.2
Gross fixed capital investment (% of GDP) 23

EU 17.4 0.1 -0.1 -4

Euro area 17.8 0.1 -0.3 -4.1
Investment in transport, other machinery and

equipment (% of GDP) 9

EU 6.0 0.1 0.1 -1.3
Euro area 4.6 0.1 0.0 -1.0
Intra-EU exports as a % of GDP * 25 23.4

* Data for Quarter III 2013 **Annualised values. Latest available data correspond to Quarter IT 2013

PRODUCTION AND COMPETITIVENESS
LH

Quarter Quarter Pre-crisis
III Quarter IV Quarter 1
2013 2012 2008

Manufacturing Production (Index 2010=100)

EU 102.9 0.9 2.3 -12.6
Euro area 102.2 0.9 1.9 -14.3
Value added (Index 2010=100)
Manufacturing 106.5 1.3 2.1 -3.5
Business services 112.8 1.3 3.2 6.8
All NACE activities 107.0 1.0 1.6 3.3
Labour productivity in manufacturing (Index 2010=100)
EU 108.5 1.3 3.2 10.8
Euro area 108.6 1.4 3.7 10.1
Labour cost per unit in manufacturing (Index 2010=100)
EU 113.7 0.6 2.3 14.6
Euro area 113.4 0.8 2.4 14.0
TRADE
Extra-EU Exports as % of GDP
Goods 33.5 33.7 33.0 30.4
Services 11.3 11.2 10.7 10.4
Intra-EU exports as a % of GDP
Goods 21.6 23.7 22.2 20.9
ACCESS TO FINANCE
Pre-
crisis c
Q Q Q 2008 Q1 8
Lending conditions expressed as net % of banks tightening credit 8‘
standards (Euro area) 39.0 5
Pre- LU
crisis :
March 8
Feb 2014 2008 K5
(@)
Loan flows in billion euros (three months total, Euro area) -25.8 -21.7 -23.2 142.0 O
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Source: Eurostat

Source: Eurostat

Central Bank

SourceEurostat
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INNOVATION
v 8
Percentage of R&D as a % of GDP 2.1 2.0 2.0 2.0 o 8
o I
o >
Patents applications per million habitants 107.5 109.6 1114 o) W

INDUSTRIAL CONFIDENCE

Changes in points compared to

Apr 2013 Pre- S
March 2008

Industrial confidence (Standard deviation)

EU -1.9 0.8 10.9 -3.4
Euro Area -3.6 -0.3 10.2 -5.0
Production expectations (Standard deviation)

EU 11.6 0.2 11 0.8

Euro Area 7.9 -1.9 9.3 -1.5
Assessment of stock levels (Standard deviation)

EU 3.7 -1.0 -3.1 -3.2
Euro Area 3.3 0.3 -3.1 -3.3
Assessment of order books (Standard deviation)

EU -13.6 1.4 18.5 -14.2
Euro Area -15.3 1.3 18.2 -16.8

Source: DG ECFIN Consumer and business Survey http://ec.europa.eu/economy_finance/db_indicators/su
MACRO FORECASTS (Spring 2014)

_ -
ear

Gross Domestic Product

EU 0.1 1.5 2
Euro area -0.4 1.2 1.8
Total Investment

EU -2.3 3.1 4.7
Euro area -2.9 2.3 4.2
Investment in equipment

EU -1.4 4.9 6.5
Euro area -2.2 4.7 6.4

Unemployment rate (%)
EU 10.8 10.5 10.1

Euro area 11.4 11.8 11.4
Source: DG ECFIN, European Economic Forecasts.

http://ec.europa.eu/economy_finance/publications/european_economy

13



Monthly Update on Industrial Policy Indicators and Analysis — 4/2014

4 DEFINITIONS AND SOURCES

Indicator

Definition

Source

Manufacturing Value Added (VA)

Manufacturing output at basic prices minus intermediate consumption at
purchaser prices (aggregate NACE C), expressed in euros

Eurostat: Quarterly National Accounts by 10
branches - aggregates at current prices
(namg_nacel10_c)
http://epp.eurostat.ec.europa.eu/

Total Value Added

Total VA is the sum of the VA of all activities, expressed in euros

Eurostat: Quarterly National Accounts by 10
branches - aggregates at current prices
(namqg_nacel0_c)
http://epp.eurostat.ec.europa.eu/

Gross fixed capital investment
(GFCF)

GFCF is the resident producers’ investments, deducting disposals, in
fixed assets during a given period, expressed in euros

Gross Domestic Product (GDP)

Sum of the final uses of goods and services (all uses except
intermediate consumption) measured in purchasers' prices, minus the
value of imports of goods and services, expressed in euros

Investment in other machinery and
equipment

Gross fixed capital formation (GFCF) corresponding to the asset
"machinery and equipment" (aggregate N11132) , expressed in euros

Eurostat: GDP and main components -
Current prices (namq_gdp_c)

http://epp.eurostat.ec.europa.eu/

Eurostat: GDP and main components -
Current prices (namq_gdp_c)
http://epp.eurostat.ec.europa.eu/

Eurostat: Gross fixed capital formation by 6
asset types - aggregates at current prices
(namg_pi6_c)

GDP and main components - Current prices
(namg_gdp_c)
http://epp.eurostat.ec.europa.eu/

Intra-EU exports

Total exports (all products) directed to EU countries, expressed in
euros.

Eurostat: EU trade since 1995 - quarterly
data (ext_lt_euqtr)
http://epp.eurostat.ec.europa.eu/

Extra-EU exports

Total exports (all products) directed to non-EU countries, expressed in
euros.

Eurostat: EU trade since 1995 - quarterly
data (ext_lt_euqtr)
http://epp.eurostat.ec.europa.eu/

Manufacturing production Index

The production index measures changes in the price-adjusted output of
manufacturing over a given reference period, expressed
as an index with base in 2010= 100

Eurostat: Production in industry - quarterly
data (2010 = 100) (sts_inpr_q)
http://epp.eurostat.ec.europa.eu/

Value Added (VA) Index

Measures changes in the value of output at basic prices minus
intermediate consumption at purchaser prices (aggregate NACE C),
expressed

as an index with base in 2010= 100

Eurostat: Quarterly National Accounts by 10
branches - aggregates at current prices
(namg_nacel0_c)
http://epp.eurostat.ec.europa.eu/

Labour productivity in manufacturing
Index

Measures changes in the value added per person employed in the
manufacturing sector, expressed as an index with base 2010 = 100

Eurostat: Quarterly National Accounts by 10
branches - employment
data(namqg_nacel0_e)

Quarterly National Accounts by 10 branches
aggregates at current prices
(namg_nacel0_c)
http://epp.eurostat.ec.europa.eu/

Labour cost per unit in
manufacturing Index

Measures the short-term development of hourly labour costs incurred by
employers in the manufacturing sector, the total cost on an hourly basis
of employing labour.

The base year is 2010, when the index equals 100.

Eurostat: Labour cost index, nominal value -
quarterly data (NACE R2) (Ic_Ici_r2_q)
http://epp.eurostat.ec.europa.eu/

Change in lending conditions to non-
financial corporations

Net percentage of banks in the Euro area that has tightened their
lending policies toward enterprises. It is based on answers from a
sample of 133 banks in the Euro area in the context of the Bank Lending
Survey. Lending conditions are backward looking three months, in the
domain of Credit standards - Loan supply. The weighted net percentage
(tightened minus eased or reverse) is based on the share of each
country in the total loan outstanding amounts of the area aggregate.

European central Bank: Bank Lending Survey
Statistics
(BLS.Q.U2.ALL.O.E.Z.B3.ST.S.WFNET)

http://sdw.ecb.europa.eu/

Loan flows

Financial transactions (loans flows) from Monetary and financial
institutions located in the Euro area (changing composition) towards non
Financial corporations (enterprises), expressed in euros. Data is neither
seasonally nor working day adjusted.

European central Bank: Bank Lending Survey
Statistics (U.A20.A.4.U2.2240.Z01.E)

http://sdw.ecb.europa.eu/BSI.M.U2.Y.

Expenditure in R&D as a percentage
of GDP

Gross domestic expenditure on R&D. "Research and experimental
development (R&D) comprise creative work undertaken on a systematic
basis in order to increase the stock of knowledge, including knowledge
of man, culture and society and the use of this stock of knowledge to
devise new applications"

Eurostat: Europe 2020 indicators, Research
and Development (eu2020_rd)
http://epp.eurostat.ec.europa.eu/

Patent applications

Number of patent applications to the European Patent Organisation by
member state and year.

Eurostat: Patent applications to the EPO by
priority year at the national level
(pat_ep_ntot)
http://epp.eurostat.ec.europa.eu/

Industrial confidence, Production
expectations, Assessment of stocks,
Assessment of order books

The Commission's Directorate for Economic and Financial Affairs (DG
ECFIN) conducts regular harmonized surveys for different sectors of the
economies in the EU and in the applicant countries. They are addressed
to representatives of the industry (manufacturing), the services, retail
trade and construction sectors, as well as to consumers. These surveys
allow comparisons among different countries' business cycles. DG
ECFIN s ESI is a summary indicator of five sectors confidence indicators
which reflect overall perceptions and expectations based on a monthly
survey of over 200 000 industries and consumers

The industrial confidence indicator is the arithmetic average of the
balances (in percentage points) of the answers to the questions on
production expectations, order books and stocks of finished products
(the last with inverted sign). Balances are seasonally adjusted.
Indexes are expressed as a standard deviation, i.e. deviation from
average in a sample whose average is set to 1.

European Commission: DG ECFIN Joint
Harmonised EU Programme of Business and
Consumer Surveys

http://ec.europa.eu/economy finance/db _ind|

ators/surveys/time series/index en.htm
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