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Abstracts

Core Views

After another full-year contraction of real GDP in 2014, Italy will return to modest growth

of 0.4% in 2015. Real GDP will remain below pre-2008 levels for the foreseeable future

and growth will be insufficient to drive a rapid improvement in Italy’s labour market

conditions, with youth unemployment remaining a major problem facing policymakers.

We view positively the urgent structural reform agenda of new Prime Minister Matteo

Renzi, and note that promising progress has been made so far. However, we are

sceptical he will be able to avoid the same pitfalls that have impeded past efforts and

watered down previous reform packages.

Lack of significant structural reform in previous years seriously jeopardises Italy’s long-

term growth trajectory and raises the risks that the public sector debt burden will

become unsustainable. Even if reforms aimed at addressing Italy’s decline in

productivity growth and external competitiveness are passed, an ageing demographic

profile will make debt consolidation efforts over the long term exceedingly difficult.

Major Forecast Changes

We have revised down our real GDP growth forecast in 2015 to 0.4% year-on-year (y-o-

y), from 0.6% previously.
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