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Benchmarking European fiscal deficits

Sources: national, Haver, Thomson Datastream; all seasonal adjustment by Barclays Capital     Note: Greek cen. Gov't inc. Dec 09 est.

Greece, Spain, Ireland Other euro area countries Euro area, US, UK

General government balances (% GDP, quarterly, seasonally adjusted)
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Many countries with large external debts are within Europe
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Where we stand: key statistics for euro periphery

 Ratings 
(outlook) 

Average 1992-2006 2007 2009 2007 2009 2010 2011 

 S&P 
Fitch 

Moody’s 

Structural 
balance 
(% GDP) 

Interest 
payments 
(% GDP) 

Debt 
% GDP 
(€ bn) 

Current 
account 
balance 
(% GDP) 

Current 
account 
balance  
(% GDP) 

Deficit 
(debt) 

(interest 
payments) 

Deficit 
(debt) 

(interest 
payments) 

Deficit 
(debt) 

(interest 
payments) 

Deficit 
(debt) 

(interest 
payments) 

Greece BBB+ (watch -ve) 
BBB+ (-ve) 
A2 (-ve) 

-5.8 7.5 98.1 
(€129) 

-14.1 -14.3 -3.6 
(95) 
(4.1) 

-14.0 
(115) 
(5.4) 

-10.1 
(122) 
(5.9) 

-7.1 
(129) 
(6.2) 

Italy  A+ 
AA- 
Aa2 

-4.4 7.7 121 
(€1380) 

-2.4 -3.3 -1.5 
(103) 
(4.3) 

-5.4 
(115) 
(4.8) 

-5.2 
(117) 
(4.9) 

-4.8 
(122) 
(5.1) 

Ireland AA (-ve) 
AA- 

Aa1 (-ve) 

+0.5 2.6 54.1 
(€42) 

-5.4 -3.2 0.3 
(25) 
(0.8) 

-11.7 
(65) 
(3.0) 

-11.2 
(75) 
(3.5) 

-9.8 
(85) 
(4.0) 

Spain AA+ (-ve) 
AAA 
Aaa 

-2.0 3.2 55.1 
(€330) 

-10.0 -5.2 2.2 
(36) 
(1.6) 

-13.0 
(56) 
(2.0) 

-12.1 
(69) 
(2.6) 

-11.6 
(81) 
(3.1) 

Portugal A+ (-ve) 
AA (-ve) 
Aa2 (-ve) 

-4.4 4.1 67.5 
(€83) 

-9.4 -9.1 -2.6 
(64) 
(2.4) 

-8.1 
(76) 
(2.9) 

-8.3 
(83) 
(3.2) 

-7.9 
(91) 
(3.5) 

Euro n/a -3.0 3.8 69.4 
(€4949) 

0.2 -0.7 -0.6 
(66) 
(2.9) 

-6.1 
(78) 
(3.0) 

-6.6 
(83) 
(3.2) 

-5.9 
(87) 
(3.4) 

� Source: Barclays Capital
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Adjustment: the Greek Plan

Source: Barclays Capital; Update 11th January. Note: interest rate is 2% for all countries in real terms, even when inflation is 4% in which 
case nominal rates are 6%

 Stability Programme scenario   

 2012 2013 2014 2015 2016 

Government projections 2 2.5 2.9 2.9 2.9 

Deficit (% GDP) -5.31 -4.28 -3.04 -1.81 -0.61 

Debt (% GDP) 131.81 135.93 138.25 138.81 138.17 

   Zero growth scenario    

 2012 2013 2014 2015 2016 

Government projections 0 0 0 0 0 

Deficit (% GDP) -6.31 -6.53 -6.74 -6.96 -7.21 

Debt (% GDP) 135.33 145.07 155.21 165.27 175.79 
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Leaving the euro: a practical guide?

� The Lisbon Treaty only includes a clause for countries wishing to leave the EU, allowing 
negotiations to be done over this issue (ECB legal paper: Withdrawal and expulsion from the EU and EMU: some 
reflections)

� The Treaty has nothing for countries wishing to leave EMU; conversely all countries (except UK 
and Denmark) should aim to join EMU when they join the EU

� Economic costs of leaving EMU: larger debt payments (devaluation), establishing a national 
and credible currency, facing higher rates among others, building up reserves, etc (see Eichengreen
NBER N°13393, the Breakup of the euro area, 2007) 

� The euro construction is a political construction and not an economic one; 

� default in one periphery country would likely lead to similar issues in the other “fragile”
countries.
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