
































in 2001 quarter three. On an annual basis the decline has
deteriorated, with the contraction in cutput now standing at 1.3 per
centin the third quarter {chart1).

As in Germany and France, consurner price and especially producer
price inflation have eased in Italy at the end of 2001. Consumer price
inflation fell to 2.5 per cent in the fourth quarter. Producer price inflation
has seen an even more pronouniced slowdown, with the rate in third
quarter at just 0.9 per cent and a potential for deflation, with prices falling
by 1.3 per centin November after falling by 0.6 per centin October {chart
3}
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Reflecting the weakening activity, annual growth in employment slowed
to 1.8 per cent in the third quarter of 2001, its lowest rate since
growth began fo pick up in 2001 quarter two. On the other hand,
unemployment was down to 9.4 per cent of the workforce in the third
quarter and the rate in October was lower still, at 9.3 per cent (chart
4).
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Annual earnings growth continues to be weak, with growth in the third
quarter of 2001 of 1.7 per cent, after growing by a record low of 1.3 per
centin the second quarter.

USA

The most recent data for the US economy show that in the third quarter
of 2001, the economy contracted for the first time since 1993 quarter ane.
Quarterly GOP growth for 2001 quarter three was negative at 0.3 per
cent{chart 5).

All contributors to changes in GDP are weak. The positicn was only
moderated by a further decling in imports, which dectined by 0.6 per cent
after having declined by 0.4 per centin the pravious quarter. However,
tha main drivers of the weakness in the US ecenomy are exporis,
investment and changes in stock which all made negative contributicns to
GDP in 2001 quarter three of 0.6 per cent, 0.4 per centand 0.3 per cent
respectively. The other contributors te change in GDP, private final
consumption and government final consumption both remained positive
but subdued, at 0.2 per cent and 0.1 per cent respectively.
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Industrial production has declined sharply in 2001{chart 8). Quarterly
growth conlracted by 1.1 per cent in 2001 quarter three following a
decling of 1.4 per cent in 2001 quarter two. Annual growth figures show
even larger and sharper confractions, as do the monthly figures. The
latest monthly figure for industrial production growth in November shows
acontraction of 6.0 per cent, this decline is even larger than the steepast
fall in the recession of the early 1990's. Continuing falls in manufacturing
output, low capacity utlisation undercutfing the incentive for new investrent
and previous over-investment may be reascns for these sharp declines.

Gonsumer and producer prices continue to slow significantly, reflecting




























































































































































