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Why Europe needs Debt Reduction

● Debt is bad
● Debt makes the euro area’s current problems worse
● If debt is the problem, austerity is not the (full) answer
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Debt in the Euro Area (and elsewhere) is too high

Non-financial sector gross debt (% of GDP)

Note: Gross debt of households, non-financial corporations and the general government.
Sources: National Accounts and Citi Research.
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Sources: National Sources and Citi Research Forecasts (Oct-13).

The EA isn’t working
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Upper secondary

Tertiary

Banks are not lending and are not fixed yet…
UK

Banks’ Holdings of Domestic Govt Debt
450

€bn

Italy
France
Germany
Spain

400
350
300
250
200
150
100
50
2005
5
5

Sources: ECB and Citi Research

2007

2009

2011

2013

Fiscal or political union is not around the corner
EU Poll - Stereotypes in Europe:
Which EU nation is most likely to be named…
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Note: Poll conducted in eight EU countries among 7,646 respondents from Mach 2 to March 27, 2013.
Source: Pew Research Centre
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If debt is the problem, austerity is probably not the (full) answer…
... nor is (tight) monetary policy. Many actions are needed.
CPI Inflation (%YoY)

Change in Central Banks Balance Sheet
(ppts of GDP)
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