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> Exports have been Germany’s and Italy’s main engine
> Two different performers in the last decade

> The net export have been differently contributing to the two
countries’ performances

> The traditional explanation based on the different evolutions
of international competitiveness

» Structural peculiarities such as the different degree of
openness of Germany and Italy are equally relevant

> On the supply side and demand side Germany has been
positively adapting to the last decade’s globalization.

> Yet the German model is highly dependent on foreign demand
and excessive current-account surplus versus the Euro area

» The common challenges ahead: competing in the global
economy and membership of the euro area



GDP, GDP per person, Employment

GDP % GDP per Employment
(prices 2007) person (% annual average)
(% average)
GERMANY
1994-1999 1.75 1.58 0.48
2000-2003 0.34 0.20 -0.36
2004-2008 1.94 2.05 0.89
2009 -4.72 -4.43 -0.01
2010 3.63 3.78 0.54
ITALY
1994-1999 1.73 1.70 0.55
2000-2003 0.75 0.36 1.74
2004-2008 0.70 0.00 1.02
2009 -5.22 -5.79 -1.65
2010 1.30 0.83 -0.73

Source: Ameco Database



Two different performers
Germany  ---------- Italy

Employment GDP
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Export performance at constant and current prices®
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*Performance of exports of goods and services relative to the rest of 35 industrial countries; double export weights.
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Trade Balances as percentage of GDP

GERMANY ITALY

total exports/gdp-total imports/gdp
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Trade contribution to GDP growth
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The traditional explanation
based on the different evolutions
of International competitiveness



Nominal Unit Labour Costs index (1999=100)
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Nominal wage index (1999=100)
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Germany/Italy Relative Labour Productivity
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Structural peculiarities such as the
different degree of openness

of Germany and Italy

are equally relevant



Different evolutions of the degree of openness
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Inward FDI stock as % of GDP
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Qutward FDI stock as % of GDP
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On the supply side and demand side
Germany has been

positively adapting

to the last decade s globalization.



Total trade as percentage of GDP for
developing Asia and CEECs
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Import of intermediate goods from Central and Eastern Europe (% GDP)
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IMPORT ZONE GERMANY
2008 2000 1993

Total INTER CAP  CONS  Total INTER CAP CONS  Total |INTER CAP  CONS

France 13 181 89 156 89 212 87 197 106 280 10,7 222
Italy 58 164 54 122 74 183 52 185 95 237 76 218
SouthEwrope 55 118 45 131 66 109 45 178 0,0 94 42 172

Central Ewrop 10,8 23,7 121 180 80 1/8 81 166 3.8 95 29 B9
Former Czech 46 103 53 72 31 2 33 61 13 41 12 24

Hungary 2,2 44 32 30 2,0 40 28 34 0,8 12 08 20
Poland 3,2 16 25 05 23 60 16 53 14 38 08 34
Asian 31 50 15 39 4,6 68 91 59 4,5 47 86 93
India 0,0 16 03 16 0,4 08 01 14 0,5 05 01 138
China b,7 85 141 150 3,2 32 50 &84 2,1 17 14 71
Brazil 1,0 20 03 1p 0,7 14 02 038 0,6 10 02 13

World 100 100 100 100 100 100 100 100 100 100 100 100



Gographical concenration index for mports (share ofimpartto area 1 o the shae of En imports fo area

Gemany faly
e Perod  Constmpton~ nfemediates ~ Captal ~ Toll | | |
Asia 1994-2000 f0ra 1K T T S VN | VAR (i
2001-2008 1222 16/ VA VAN /N [ S /YA
2001-2004 A 184 104 12 19603 1084
20052009 12 Mor Bt B4 9 W) B4
Geged 1934-2000 1665 W0 w0 Wy g 0l WA
2001-2008 1480 JAVA B LA /A BN (/1 B 1.
2001-2004 1412 /1) B . R T S 1 N [ A |/
2002008 A L L S L Y )
alll 1994-2000 /A /1 N A S Y A /A 1 I ¥
20012008 b4 /AN I 1 A [
2001-2004 i o0 k4 By 8 W1 R
2005-009 94 A I T ]




Export to Emerging Countries as % of GDP
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EXPORT ZONE GERMANY
2008 2000 1933

Total INTER CAP  CON5  Total INTER CAP CONS  Total |INTER CAP  CONS

France 87 188 B0 175 101 2006 97 192 105 223 95 220
Italy 64 138 49 146 78 150 69 179 17 144 58 192
SouthEurope 89 171 86 172 8§39 164 91 168 8§2 154 84 144

Central Europ 10,8 244 108 200 14 1op 78 133 4,2 76 49 85
Former Czech 3,7 88 37 068 2,7 04 29 49 14 25 20 206

Hungary 18 46 15 26 1,7 32 18 22 0,8 13 09 19
Poland 41 92 39 8p 24 58 23 53 15 30 14 33
Asian 31 13 40 35 3,7 83 48 45 43 8§2 58 53
India 0,8 21 14 06 0,3 09 05 04 0,5 11 06 0.2
China 34 66 56 3.0 16 26 29 10 15 21 30 09
Brazil 0,9 25 11 09 0,8 24 11 09 0,7 14 08 006

World 100 100 100 100 100 100 100 100 100 100 100 100
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Gemany ftaly
Area  Pemod  Consumpfion  nfemedaes  Capal  Tofl  Consumpon  Infemedates  Captdl  Total
Asa 19942000 1196 ! a7 mr bl (117 o1 718
20012009 1084 8 Mo 1041 %I 1172 i il
2001-2004 1072 Bl 011060 %4 1170 g2 60
052009 1092 T3 1149 1054 1003 1173 T
Ceecd 19942000 2308 M4 M1 24 10 B AN A
2012009 2216 130 %6 201 1179 B, AN )
2001204 2360 )3 JZAAY 7R I bo.9 By 761
02009 151 Ay 182 My 18 160 LA
b 19942000 1003 1033 o1 10 1180 1055 CIE RN
20012009 864 % 02 01 1003 B35 82 %4
20012004 873 o s o 1004 0.3 {47 1003
20032009 828 iy 00 w3 1003 189 122 B8




Fragmentation and export performance:
econometric analysis

We estimate the effect of fragmentation and labor
costs on the net sectoral exports of Germany and
Italy;

As measure of fragmentation we take the share of
intermediate goods in total export (trade) of sector /;

In addition, we introduce the fragmentation index for
CEEC4, rest of NMS and Asia in order to check
whether the effect may be driven by some specific
areas; in particular, according to the descriptive
evidence, CEEC4 should play a major role as
fragmentation destination;



Fragmentation and export performance:
econometric analysis (follows)

Trade data are collected from the Comext database
(Eurostat) at product level (HS 6 digits) and then

aggregated into 14 manufacturing industries (NACE
DA-DN);

Other variables include the domestic sectoral GDP
and labor compensation (source: EUKLEMS);

The regression is implemented using the Fixed Effect
estimator over the period 1992-2007;

The estimation is estimated in first differences in
order to avoid non stationarity problems;



Estimation results: Germany

Share of intermediate exports

Share of trade in intermediates

Afragmentatio
n

Alog(gdpk)

Alog(lab
comp)

Afrag CEEC4

Afrag Rest
CEEC

Afrag ASIA
constant

time dummies
r2

N

0.005**  0.002
0.19  -0.19
1*** 4***
0.115%  0.114*
0.004**
-0.006  0.001
yes yes
031  0.337
224 224

0.002

-0.19
4***

0.114**

*

0.004**

0.000

-0.024

yes

0.337

224

0.002
-0.19

2***

0.113**

*

0.004**

0.000
-0.001
-0.024
yes
0.338

224

0.007** 0.004* 0.006**
019 -019  -0.19
1*** 4*** 1***
0.114* 0.115%* 0.112**
0.004**  0.004**

-0.003*

0.002 -0.004 -0.009
yes yes yes
0.317 0334 0.362
224 224 224

0.006**
-0.19

0***

0.112**

*

0.004**

-0.003*
0.000
-0.008

yes
0.362

224




Estimation results: Italy

Share of intermediate exports

Share of trade in intermediates
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Yet the German growth model

IS highly dependent

on foreign demand

and an excessive current-account
surplus versus the Euro area



The German surplus and the Euro

Current account balances as % of GDP
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National contributions to the euro area current account balance
As a percentage of euro area GDP
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Labour productivity Index (1999=100)
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Demand side effects: econometric analysis

We estimate the demand effect using a panel of bilateral net
exports with 86 partners (source: CEPII Chelem), covering
between 92% and 98% of total German and Italian trade;
the time span runs from 1992 to 2008;

The Euro Area effect is captured by a dummy=1 if the
partner uses Euro or has a fixed exchange rate with Euro;

The Euro dummy is then interacted with the partner’s real
GDP in order to capture a regime shift for the demand
elasticity;

Estimation method: panel fixed effect

Domestic GDP and labor costs, as well as bilateral distance
are not included because of collinearity with the fixed effects;

The equation is estimated in difference because of the non
stationarity of the original series;



Demand side effect: estimation results
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The challenges ahead:
competing in the global economy
and membership of the euro area



Germany and Italy:
Labour and Total Factor Productivity

Labour GDF per
Froductivity Capita TFF
(var % media) (var % media) (var % media)
Germany
1994-1999 1.26 1.58 0.57
2000-2003 0.70 0.20 0.02
2004-2008 1.04 2.05 0.89
2009 -4.71 -4.43 -5.03
2010 o 3.07 | 378 | 273
ltaly
1994-199% 1.28 1.70 0.86
2000-2003 -0.47 0.36 -0.74
2004-2008 0.14 0.00 -0.28
2009 -2.64 579 -3.78

2010 2.04 0.83 1.50

Source: Eurostat



Real GDP growth (Y/Y as ")
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THE END

Thanks for the attention!




