Targets vs. Reality - Deficit

PSNB (deficit), %GDP
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Targets vs. Reality - Debt

PSND (debt), %GDP
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Austerity and Growth
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Austerity measures 2009-2012
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Projection of Structural Deficit Pre- and Post-Recession
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Projection of the Output Gap Pre- and Post-Recession
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Receipts and Expenditure

e Per cent of GDP Forecasts
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Hysteresis Log GOP

Source: Miller and Roberts (2012)

A

Pre crisis
“bubble”

Current
Demand
shortfall = 8%

e
-

Hysteresis’ - Trend rate of
-~ growth = 2%

Future supply

‘Flatlining GDP

2008/9 2011712 Time



