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World growth returns to trend.
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United Kingdom




FTSE 100




United Kingdom

World
Economic
Outlook







2005 2006







Euro area: but net exports have been flat
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EUS and Emerging Market Growth: Raising

laboer utilization: key. te; grewihin the region
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Fortunately, emerging market financing Is

plentiful...
(Billions of U.S. dollars)
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>Unwinding global imbalances




Source: IMF staff calculations using UN Comtrade data.
1/ Notional increase in local currency equivalent of oil payments (net of re-exports) in 2005 on 2004 volumes.




Growing global imbalances are a risk
(In percent of world GDP)
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Sources: OECD Analytic Database; World Bank, World Development Indicators; IMF staff
estimates.




World saving and investment at historic lows
(Percent of GDP)
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Sources: OECD Analytical Database; World Bank, World Development Indicators; IMF staff
estimates
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Output Growth (ercent)

Real Effective Exchange Rate
(percent change, + = depreciation, 1990 = 100)

Current Account Balance
(percent of GDP in percentage points)

Disr

Baseline

Inflation (ercent)

Source: IMF staff estimates.




Positioning EUS! to reduce
vilineranilities 1o glehal rsks—
Speclaliissues

>Understanding fast credit
growih

>Keeping debt at prudent levels




Average growth of credit to the private sector (in percentage points of GDP)
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Source: IES, national authorities, IME staff calculations






Bank credit to the private sector: Actual and estimated equilibrium levels
(percent of GDP)
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Source: National authorities, calculations based on Schadler et al. (2005)




Foreign currency loans in Foreign currency loans in
percent of total credit to the percent of total credit to

private sector households







EU8: Current account balance 2001-2004 and asset prices 2003-2004
EU% Current account balance 2001-04 (annual average, in percent of GDP)
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EUS8: Real estate* and stock market prices 2003-2004 (average annual
change in percent)
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Source: Eurostat, European Council of Real Estate Professions - Annual Report 2004, National authorities, IMF staff estimates

* Percentage change in average sales prices for houses and apartments in 2003-04; EE and SK —not available




EU8: Debt to GDP ratio, 2000 and 2004 (ESA 95, percent)













Flat tax rates, implemented and under discussion

PIT rates
Year PIT rate before the reform
Estonia 1994 24Y 16,24,33
Lithuania 1994 33 Rates 18-33
Latvia 1995 25 Five rates 15-35

Slovakia 2004 19 Five rates 10-38%
Russia 2001 13 12-30
Ukraine 2004 13 10-40
Georgia 2005 12 12-20
Romania 2005 16 18-40

Poland 2008% 18 19,30,40
Slovenia| 2007" 20 Five rates 17-50

Czech Rep.| after 2006” 15 Four rates 15-32

1/ The rate was introduced at 26 percent, with a phased reduction to 20 percent by 2007.

2/ Estonia subsequently reduced the CIT on retained profits to zero, with dividends taxed at the PI
3/ On awerage production earnings, the average PIT rate was about 20 percent.

4/ Proposed by the outgoing government.

5/ Proposed by Council of advisors to the government.

6/ Proposed by opposition party ODS
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17. EU15 Per Capita GDP Stuck at about 70
Percent of US

(ratio of per capita GDP in 2000 PPP dollars in Europe to that in the United
States)
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Source: IMF staff estimates.






