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Nowcast 2003

This article presents first estimates of the per capita GDP volume index for
2003 for the 31 countries? participating in the Eurostat coordinated group of
the European Comparison Programme (ECP). The second (also called
preliminary) and third (also called final) estimates for 2003 will follow at the
end of 2004 and 2005 respectively. The first Eurostat nowcast was published
last year for 2002.

Chart 1: Per capita volume index at the level of total GDP
2003 nowcast results, EU25=100*
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!Excluding Liechtenstein
’The 25 EU Member States, the 3 Candidate Countries, Iceland, Norway and Switzerland
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The need for early estimates of PPP and their provisional character

A frequent user complaint was that the PPP results
came too late for their purposes and that there were no
early estimates available. Until 2003, preliminary PPP
results for the reference year T were only available 12
months, and final results 24 months, after the end of

the reference year. Eurostat, therefore, developed,
tested and introduced a nowcasting model for PPP,
which produces early estimates of PPP and related
economic indicators, five months (T+5) after the end of
the reference period.

Box 1: Provisional character of the nowcast results

The regular publication schedule of GDP per capita includes three estimates for a particular year. Taking 2003 as
an example, the first estimate (nowcast), based on projections, is published at the beginning of June 2004. At the
end of 2004, the second estimate (preliminary data) will be published, partly based on prices collected in 2003. The
third estimate (final data) will become available by end-2005. Between the second and third estimates it is mainly
National Accounts (NA) data that will be revised.

The nowcast of PPP and related economic indicators for 2003 presented in this paper have, therefore, a very
provisional character. This provisional status arises from the input data availability at the point in time of
nowcasting.

Two main basic data sets are required for the calculation of PPP: prices from the PPP price surveys and weights
(GDP expenditure) from the NA. Fully validated results of PPP price surveys are usually available only 12 months
after the survey has been executed. This is not a long delay, given the extent of the exercise, involving twice per
year price collection for about 500 precisely specified consumer price items in 31 countries and the necessary
subsequent thorough validation process at country, country group and overall European level. At the point in time
when the nowcasting is undertaken (T+5), generally no price data from price surveys is available for the reference
year T in question. Therefore, the PPP of the previous year have to be extrapolated with annual average price
indices such as the HICP or the national CPI for consumer goods and services.

NA information on main expenditure aggregates becomes available for the first time by March-April following the
reference year. At this point in time, it is limited to a few main aggregates. These few main aggregates are,
however, the first “hard facts” available for a reference year in the framework of the NA. For the aggregation of PPP
more detailed expenditure weights are necessary, so that the detailed expenditure structure of the year 2002 is
used to estimate detailed weights for 2003 by scaling it to the newly available information for 2003 at main
aggregates level. A detailed description of the nowcast methodology employed and the related tests is given in the
source mentioned on page 3.

Per capita GDP volume index, nowcast 2003

The per capita GDP volume indices shown in Chart 1
represent the real volumes of production and consumption
(GDP values in national currency, converted using PPP) in
per capita terms, expressed in relation to the European
Union average. If the per capita GDP volume index of a
country is higher than 100, this country’s level of
production and consumption per head is higher than the
EU average and vice versa. However, these indices are
not intended to rank countries strictly. In fact, they only
provide an indication of the comparative order of
magnitude of the per capita GDP volume in one country in
relation to others.

It is therefore preferable to use these indices for dividing
countries into groups of a comparable level. In this
respect, the 2003 nowcast results presented here produce
the following groups of countries:

Group | (2125% of the EU average): Luxembourg,
Norway, Ireland and Switzerland;

Group Il (2110% and <125% of the EU average):
Denmark, Austria, The Netherlands, The United Kingdom,
Belgium, Iceland, Sweden, France and Finland;
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Group Il (290% and <110% of the EU average, i.e. close
to the EU average): Germany, Italy and Spain;

Group IV (275% and <90% of the EU average): Cyprus,
Greece, Slovenia and Portugal;

Group V (250% and <75% of the EU average): Malta,
Czech Republic, Hungary and Slovakia;

Group VI (<50% of the EU average): Estonia, Lithuania,
Poland, Latvia, Romania, Bulgaria and Turkey.

Due to the enlargement of the EU, there are important
changes in the way the figures are presented in Eurostat
publications. This publication is the first among the
publications on PPP and related indicators where the
EU25 average is the basis for the comparison, i.e. the
EU25=100. Through its website and other electronic
publication channels, Eurostat will make available the
time-series of the volume index of GDP per capita in
relation to the EU25 average for all countries included in
this publication.

The PPP underlying the volume index above and the
related price level index are available at the datashops
listed on the last page.
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ESSENTIAL INFORMATION - METHODOLOGICAL NOTES

Use of Purchasing Power Parities

PPP is a concept that is not immediately and easily understood. This has generated misunderstandings as
sometimes PPPs are used for purposes for which they are not suited. In essence PPPs are price comparison in
space and therefore the most recommended applications are spatial ones — i.e. comparisons of PPP converted
indicators across countries at a given point in time. The most common usages of PPPs are to generate comparable
volume measures in per capita terms across countries and to calculate general price level indices. They can be also
used in other areas such as labour productivity comparisons at GDP level and in measuring the relative size of
economies.

The differences in values of GDP between countries, even when revalued in a common currency using exchange
rates, do not only correspond to a “volume of goods and services” component but also to a “level of prices”
component, which can sometimes assume sizeable proportions. Exchange rates are determined by many factors,
which reflect demand and supply on the currency markets, such as international trade and interest rate differentials.
In other words, exchange rates usually reflect other elements than price differences alone. To obtain a pure
comparison of volumes, it is essential to use special conversion rates (spatial deflators) which remove the effect of
price level differences between countries. Purchasing Power Parities (PPPs) are such currency conversion rates
that convert economic indicators expressed in national currencies to an artificial common currency, called
Purchasing Power Standard (PPS). This conversion equalises the purchasing power of different national currencies.

Despite being designed for spatial comparisons, PPPs and related economic indicators can be used for inter-
temporal comparisons but with certain limitations and with necessary care. In addition, the sampling of items and
price collection for PPPs are not designed to capture the pure price change over time as in the case of consumer
price indices but price differentials over space. In effect, GDPs converted using PPP should be understood more
like current price volume series.

Finally, it needs to be underlined that PPP-based indices cannot be used to establish a strict ranking of countries
because PPPs are statistical constructs rather than precise measures. They provide only an indication of the
relative order of magnitude in a country in relation to others in the comparison. Therefore, these indicators are best
used to assign countries to groups as, for example, in all Eurostat and OECD publications on PPP. In Table 1 below

the uses of PPP-based data are divided into three groups, “recommended uses”, “uses with limitations” and “non-
recommended uses” in a summary form.

Table 1: Uses and limitations of PPP-based data

Recommended uses » Spatial volume comparisons of GDP, GDP per head, GDP per hour worked, size of
economies

Grouping of countries by volume index of GDP

Spatial comparisons of relative price levels

Use with limitations Inter-temporal analysis of relative GDP per capita or relative prices

Analysis of price convergence

Cost of living index across countries

Use of PPP established for expenditure categories for the deflation of other values, as

e.g. household income.

Non-recommended = As a precision tool to establish rankings between countries

uses = As a way of constructing national growth rates

= As a measure to generate output and productivity comparisons by industry (unless
there are industry-specific PPPs)

= As a measure to undertake price level index comparisons at detailed level.

* As an indicator for the over- or undervaluation of a currency

= As equilibrium exchange rates

To know more about:
“Purchasing Power Parities and Real Expenditures, 1999 Benchmark Year”, OECD 2002

“Nowecasting of PPP”, Eurostat paper for the CONFERENCE OF EUROPEAN STATISTICIANS, Consultation on the
European Comparison Programme, Geneva, 2003

“Purchasing Power Parities and related economic indicators for EU, Acceding and Candidate Countries and EFTA.
Revised 1995 — 2000, final 2001 and preliminary 2002 results” Statistics in Focus 64/2003, Eurostat, 2003
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Further information:

> Databases

New Cronos, Theme 2

To obtain information or to order publications, databases and special sets of data, please contact the Data Shop network:

DANMARK DEUTSCHLAND ESPANA FRANCE ITALIA - Roma
DANMARKS STATISTIK Statistisches Bundesamt INE INSEE Info Service ISTAT
Bibliotek og Information Eurostat Data Shop Berlin Eurostat Data Shop Eurostat Data Shop Centro di informazione statistica
Eurostat Data Shop Otto-Braun-Stralte 70-72 Paseo de la Castellana, 183 195, rue de Bercy Sede di Roma
Sejrogade 11 (Eingang: Karl-Marx-Allee) Despacho 011B Tour Gamma A Eurostat Data Shop
DK-2100 KGBENHAVN @ D-10178 Berlin Entrada por Estébanez Caldéron F-75582 PARIS CEDEX 12 Via Cesare Balbo, 11a
TIf. (45) 39 17 30 30 Tel. (49) 1888-644 94 27/28 E-28046 MADRID Tél. (33) 15317 88 44 1-00184 Roma
Fax (45) 39 17 30 03 (49) 6117594 27 Tel. (34) 915 839 167/ 915 839 500 Fax (33) 15317 88 22 Tel. (39) 06 46 73 32 28

E-mail: bib@dst.dk
URL:: http://iwww.dst.dk/bibliotek

Fax (49) 1888-644 94 30
E-Mail: datashop@destatis.de
URL: http://www.eu-datashop.de/

Fax (34) 915 830 357

E-mail: datashop.eurostat@ine.es
URL:http://www.ine.es/prodyser/datashop/
index.html

E-mail: datashop@insee.fr
Member of the MIDAS Net

Fax (39) 06 46 73 31 01/ 07
E-mail: datashop@istat.it

URL: http://www.istat.it/Prodotti-e/ Allegati/
Eurostatdatashop.html

Member of the MIDAS Net Member of the MIDAS Net
ITALIA - Milano NEDERLAND PORTUGAL SUOMI/FINLAND SVERIGE

ISTAT Centraal Bureau voor de Statistiek ~ Eurostat Data Shop Lisboa Statitics Finland Statistics Sweden
Ufficio Regionale per la Lombardia  Eurostat Data Shop - Voorburg INE/Servigo de Difusao Eurostat Data Shop Helsinki Information service
Eurostat Data Shop Postbus 4000 Av. Antonio José de Almeida, 2 Tilastokirjasto Eurostat Data Shop
Via Fieno 3 NL-2270 JM VOORBURG P-1000-043 LISBOA PL2B ) Karlavagen 100 - Box 24 300
1-20123 MILANO Nederland Tel. (351) 21 84261 00 $'N-09052tT':a;g’k§5Kkus Holsini S-104 51 STOCKHOLM
Tel. (39) 02 80 61 32 460 Tel. (31) 70 337 49 00 Fax (351) 21 842 63 64 P o azat Thn (46) 8 50 69 48 01
Fax (39) 02 80 61 32 304 Fax (31) 70 337 59 84 E-mail: data.shop@ine.pt F.(358)917 342279 Fax (46) 8 50 69 48 99

E-mail: mileuro@tin. it

URL: http://www.istat.it/Prodotti-e/ Allegati/
Eurostatdatashop.html

Member of the MIDAS Net

E-mail: datashop@cbs.nl
URL: www.cbs.nl/eurodatashop

Sahkoposti: datashop@stat.fi
URL:
http://www.tilastokeskus.filtk/kk/datashop/

UNITED KINGDOM

NORGE

SCHWEIZ/SUISSE/SVIZZERA

UNITED STATES OF AMERICA

Eurostat Data Shop

Office for National Statistics
Room 1.015

Cardiff Road

Newport South Wales NP10 8XG
United Kingdom

Tel. (44) 1633 81 33 69

Fax (44) 1633 8133 33

E-mail: eurostat.datashop@ons.gov.uk

Statistics Norway

Library and Information Centre
Eurostat Data Shop

Kongens gate 6

Boks 8131 Dep.

N-0033 OSLO

Tel. (47) 2109 46 42/ 43

Fax (47) 2109 45 04

E-mail: Datashop@ssb.no

URL: http://www.ssb.no/biblioteket/datashop/

Media Support Eurostat (for professional journalists only):
Bech Building Office A4/017 « L-2920 Luxembourg * Tel. (352) 4301 33408 + Fax (352) 4301 35349 « e-mail: eurostat-mediasupport@cec.eu.int

Statistisches Amt des Kantons
Ziirich

Eurostat Data Shop
Bleicherweg 5

CH-8090 Ziirich

Tel. (41) 12251212

Fax (41) 122512 99

E-mail: datashop@statistik.zh.ch
URL: http://www.statistik.zh.ch

Harver Analytics

Eurostat Data Shop

60 East 42nd Street

Suite 3310

NEW YORK, NY 10165

USA

Tel. (1) 212 986 93 00

Fax (1) 212 986 69 81
E-mail: eurodata@haver.com
URL: http://www.haver.com/

E-post: infoservice@sch.se
URL: http://www.scb.se/templates/
Standard___22884.asp

For information on methodology:
Peeter Leetmaa, Eurostat / C5, L-2920 Luxembourg, Tel. (352) 4301 34558, Fax (352) 4301 33989,
E-mail: Peeter.Leetmaa@cec.eu.int
Silke Stapel, Eurostat / C5, L-2920 Luxembourg, Tel. (352) 4301 32263, Fax (352) 4301 33989,
E-mail: Silke.Stapel@cec.eu.int
Calculations: Peeter Leetmaa

ORIGINAL: English

Please visit our web site at www.europa.eu.int/comm/eurostat/ for further information!

A list of worldwide sales outlets is available at the Office for Official Publications of the European Communities.
BELGIQUE/BELGIE — DANMARK — DEUTSCHLAND — GREECE/ELLADA — ESPANA — FRANCE - IRELAND - ITALIA - LUXEMBOURG - NEDERLAND - OSTERREICH

2 rue Mercier — L-2985 Luxembourg

Tel. (352) 2929 42118 Fax (352) 2929 42709

URL: http://publications.eu.int
E-mail: info-info-opoce@cec.eu.int

PORTUGAL — SUOMI/FINLAND — SVERIGE — UNITED KINGDOM - {SLAND — NORGE - SCHWEIZ/SUISSE/SVIZZERA - BALGARIJA — CESKA REPUBLIKA - CYPRUS

EESTI - HRVATSKA - MAGYARORSZAG — MALTA — POLSKA — ROMANIA — RUSSIA — SLOVAKIA — SLOVENIA — TURKIYE — AUSTRALIA — CANADA — EGYPT - INDIA
ISRAEL — JAPAN — MALAYSIA — PHILIPPINES — SOUTH KOREA — THAILAND — UNITED STATES OF AMERICA



