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1. The recent economic trend in {the Community countries

shows the following characteristics

- The sharp tendency to acceleration which characterized
the last three months of 1976 has moderated somewhat since the
beginning of the year. Im the first three months of 1977 the gross
domestic product in real terms calculated on an annual basis
increased by only 3 to 3%% in relation to the preceding period as
against around 5.5% in the last quarter of 1976.

- Economic progress is insufficient to enable the ever
increasing numbers of young people presenting themselves on the
employment market for the first time to be absorbed. Since last
autumn with allowance made for seasonal trends the figure for full-
time unemployment in the Community has barely changed: approximately
5¢4 million people, around 5.1% of the working population, are out
of work.

- At the end of 1976 and in the first months of 1977
exceptional circumstances = earlier large devaluations, inoreases

in raw material prices and increased indirecti taxes and public service
charges - countered the tendency for inflation rates to fall. For

the first four months of 1977 the increase calculated on an annual
basis was some 14% for the whole of the Community.

- . After baving worsened throughout 1976 the Community's
trade balance has been improving since the beginning of the year
owing to a slower increase in imports.

2. The outlook for the second half of the Year is on the.
whole mediocre as regards growth and employment but some progress
can be expected in the fight against inflation and in improvement
of the external balance.




- Some strengthening of economic activity during the

period is likely due to slightly better progress on the export

front and in certain countries in private consumption. The Communityt's
real gross domestic product should increase by about 3 % in 1977 as -
opposed to 4. 5%in 1976. This likely increase is lower than the

growth rate of 3.5% forecast in March and well below both the goal

of 4% for 1977 adopted by the Council in the Annual Report on the
Economic Situation in the Community and the objective of the Fourth

Medium~Term Economic Policy Programme.

- There is a risk of an increase in the Commnity's
overall unemployment rate. There are likely to be more young people
looking for their first job than in 1976 and an increasing number
of women will be entering the job market. The Community unemployment
rate could rise from 5% in 1976 to 5.2% in 1977.

- A falling off in consumer price increases is anticipated
as food prices are expected to revert to more normal levels and
external price-raising factors to weaken. But the rise in consumer
prices, nearly 10%4 in 1976, will only fall to 95% in 1977 while the
differences from country to country will remain large.

- The increasing contribution of North Sea o0il and a
slight increase in world demand, in particular, should secure con—
tinued improvement of the Community's trade balance. The balance of
payments on current account for the Member States taken together
will be close to equilibrium in 1977 as compared to an § 8,000
million deficit in 1976. ’

-



N he slcwess of ecomowmic recovery in the Member States

o h'mlﬁmdys—ﬂmshmlmm

of growth Dow the Commmity for 1976-1978. The Pourth Nedium-Term
Bomenis Folisy Prograums set sn smsml average rate of growth of
4.55 betusen new and 1980. :

The wenkness in the growih rate, which is partly boumid
wp with a relwrtince to invesi, sssns that there is considershle
dengew of met resching fail employment by 1980.

4 The reguiation of overall demsnd amd itz coordimation
at Coommmity level remmins the vital instressst for sodxlsating
intesnxn] dessnd i sccordsmee with balsnce of pogmertis requiremenis.
_M*mﬁmhmMWtow‘hrﬁ
with deficits must maintuin full efferts to reduce price amd cost
increases. :
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STATISTICAL APPENDIX

Table - 1 - INDUSTRIAL PRODUCTION
- 2 - UNEMPLOYMENT
- 3 - CONSUMER PRICES
~ 4 = BALANCE OF TRADZ
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