This document contains the economic
presentation given by Geoff Noon
(CELIMO Secretary) to the CELIMO
Tooling Group Meeting, held on Friday
10th November 2017 in Stockholm
In addition, the pdf version of this
document incorporates the economic
presentations given by delegates to the
meeting.
All slides have had notes added to show
the comments made in these
presentations.
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Unemployment in the Euro-zone was 8.9% in
September and its lowest rate since January 2009; the
rate for the EU28 as a whole was 7.5% which, in this
case, is the lowest since November 2008.

Unemployment is also above the average for the
Euro-zone (8.9%) in Italy and France.
Compared to September 2015, unemployment
has fallen in most Member States - the
exceptions are Lithuania (up from 7.6% to 7.7%)
and Finland (unchanged at 8.7%) - although the
fall in France is only marginal.

Unemployment in Europe (on both measures) has been
falling since the middle of 2013. For the EU28 as a
whole it is approaching the pre-recession boom levels,
but for the Euro-zone it is only just back to the 2003-04
level.

Inflation has been accelerating in Europe for the
past 12 months or so and in recent months there
has been a noticeable divergence between the
Euro-zone and EU28 data. This is mainly due to
an acceleration in inflation in the UK.

In September 2017, the youth unemployment rates
were 18.7% for the Euro-zone and 16.6% for the EU28.
The overall rate of unemployment ranges from 2.7% in
the Czech Republic and 3.6% in Germany up to 16.7%
in Spain and 21.0% in Greece.
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As the European economy improves, so the Euro has
strengthened against the other major global currencies.
However, exchange rates are always have two-sides, so we
see the greatest strengthening this year against the US$ and
the Japanese Yen because these currencies have weakened.
It is also worth noting the relative levels. The Euro is at its
highest against the Swiss Franc (CHF1.15) since the Swiss
Central Bank withdrew its currency support in January 2015,
although it still has a long way to go before it returns to
“normal” levels. In August 2017, the Euro was at its highest
against the GB£ since October 2009, although it has dropped
back slightly in the last two months.
The Yen rate is back to the levels we saw at the end of 2015,
but for the US Dollar we have to go back to the end of 2014
to find a higher rate.
Note: a rising line implies that the Euro has strengthened against the
currency concerned.

This is revised data from Eurostat for 2015 and
2016. We still see most of the economies above
the maximum levels of debt which were set for
European Monetary Union, but the rates are
generally stable.
However, the rate of government deficits
continues to fall in most places and there are only
2 economies in 2016 where it was greater than the
threshold of -3% - Spain and France, with the UK
having edged just below this level (the UK is not,
of course, part of the Euro-zone). In 2016,
Germany and Sweden were joined by Netherlands
in having a budget surplus.
Note: according the Maastricht Treaty, Government debt was not
supposed to exceed 60% of GDP, while the deficit on Government
Spending was limited to -3%.

The Economic Sentiment Indicator (ESI) for
both the euro-zone and the EU28 has been
rising steadily since over the past 12 months
and in October, it reached its highest level
since January 2001 for the Euro-zone and
June 2007 for the EU28.
The most recent pattern bears some
similarity with the 2001 to 2007 period, so
we hope that there is not another economic
crisis around the corner!

Industry Confidence is one of the drivers of
this general improvement and both the
Euro-zone and the EU28 levels are the
highest since the trend began in 1990.
The improvement in October resulted from
improved appraisals by the respondents of
the current level of order books and the
stocks of finished products, although their
expectations about future output fell slightly
(although from high levels).

Note: the horizontal line marks the long-term average
of the survey indicator for the euro-zone

The Purchasing Managers Index (PMI) for
manufacturing in the Euro-zone has been
increasing since last August and in October
it reached its highest level for 80 months (it
has been in positive territory every month
back to July 2013).
Among the components of the index,
although output eased a little compared to
September, the pace of increase in new
orders accelerated and job creation set a
new survey record high level of growth.

This acceleration of the growth in activity has
generally been shared across the Euro-zone.
Although direct comparisons between
countries are not necessarily valid, a leading
growth of Germany, Austria and Netherlands
seems to have emerged, with Italy pushing up
towards there in the past couple of months.
In October, Italy was at an 80-month high,
France matched the 77-month record set in
September and Spain (at a 29-month high)
also saw an improvement - although it looks
like a wobble in the Summer, even the low
point of 52.4 in August still implies expansion
of activity in the sector.

The long-run average (back to 1985) level for
the EU28 is 81.2 and the capacity utilisation
reading has been above this level for six
quarters; the long-run average for the Eurozone it is 81.4 and the reading has been above
this for 9 quarters.
Capacity utilisation at a European level has been
improving over the past year and is now
approaching the pre-recession peak level; it is
above the level we saw between 2002 and 2005.

Note: Data for Q4 refers to the surveys published in October, but
which was data collected about the situation in the 3rd quarterthe time periods are, in effect, moved on 1 quarter

Capacity utilisation cannot be compared
directly between countries (as we will see in
the next chart), so this chart is very useful to
see wher ethe latest reading is in relation to
the historical range across Europe.
Therefore, while the absolute levels in
Bulgaria and Lithuania look to be lower than
many other countries, they are right at the top
of the historical range for that country.
The capacity reading in most countries is near
the top of the range – the main exceptions
among countries with a reasonable
manufacturing sector are Denmark and
Romania.

This comparison of the five major EU economies
(we don’t have the data series for Switzerland or
Turkey), illustrates the difficulties of direct
comparisons. The reading for Italy, although the
lowest of the five shown in this chart, it actually high
as it is nearly back to the pre-recession peak level.
By contrast, Spain and France, which both have a
higher reading than Italy, are still a little way of their
pre-recession level.
The rate of capacity utilisation in the UK is above its
pre-recession level - it is at its highest since 1995 –
and Germany also has a high rate of utilisation,
although not quite back to pre-recession levels.

The investment rate (gross fixed capital
formation divided by gross value added)
has picked up significantly since the middle
of 2015 and is now moving back towards
its pre-recession levels having failed to
show any real improvement after the
immediate recovery.

Although the profit share (gross operating
surplus divided by gross value added) did have
a burst of growth at the start of 2015, it has
been broadly flat since then and shows little
sign of getting back towards the pre-recession
levels.
The Euro-zone profit share is now above the
2011 level and is matching the rates we saw in
the 2002-05 period. For the EU28, while the
rate has got above the period up to the end of
2004, it has barely reached the post-recession
bounce level in Q4-10 and Q1-11.

Growth in total industrial production has accelerated
during 2017. By August, total output in the EU28 had
got above where it was in the same month of 2009
and the Euro-zone was close to this level; however,
both areas have some way to go to get back to the
pre-recession levels which were around 115 for the
Euro-zone and 113 for the EU28 (it is unfortunate that
the Eurostat chart is now chopping off the prerecession period).
The sector in the EU28 as a whole looks to be ahead
of the Euro-zone, but this gap opened at the end of
2016 and has not been closed down during 2017.

Note: Industrial Production covers manufacturing (this is the largest part),
utilities (electricity, water, etc.) and extraction (mining, oil & gas, etc.).

Manufacturing output (the main element of
industrial production, although this also
includes extraction and utilities output)
overall has also picked-up the pace of
growth in 2017 and it is now close to its prerecession peak.

Output of both the Automotive industry
(including engines and other major
components, as well as the actual vehicles)
and Other Transport Equipment (which is
dominated by Aerospace) continues to set new
records each quarter.

The Capital Goods sub-sector is generally
among the strongest elements of industrial
production. Although a gap emerged
between Capital Goods and manufacturing
at the end of 2010, this has broadly been
maintained since.

Since about 2011, the Machinery and Metal
Products industries has been flat at only a
moderate level, but there are signs that a
recovery has taken off in these industries as
well in recent quarters. If these recent trends
continue we could see activity in these
industries getting close to their pre-recession
levels next year.

The following section includes the
presentation given by each delegation at the
Tooling Group meeting. They all start with a
summary slide which shows two charts,
covering:
• Macro-economic indicators of GDP,
inflation and unemployment rate
• Output trends for the 4 key industries
These slides have also been provided for
the other countries represented within
CELIMO, but with no commentary or
additional information for those countries.

The preliminary data for the 3rd quarter of 2017,
although better than for the first two quarters of
the year, continued the theme of the UK
economy of showing slower growth than a year
ago. The quarter-on-quarter rate was +0.4%,
with the change of the past 12 months at +1.5%.
Overall, the UK economy grew by +1.8% in
2016, but we expect 2017 to be down to +1.5%,
with the same rate forecast for 2018.
In September, consumer price inflation reached
+3.0%, its highest rate since April 2012 and right
at the top of the target range.
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This re-basing has also affected the industry
chart.
The Aerospace industry continues to set new
records for output and the prospects here
remain strong, despite the Boeing-Bombardier
dispute.
Automotive output dipped in the summer due
to some model changes, but we expect
modest growth return.
The Machinery industry seems to have done a
bit better over the past couple of years, but it
remains to be seen if the dip in Q2 is a blip or
a trend.

Output of Metal Products continues to be
rather flat, which is slightly surprising given
that it is a significant supplier of components
to the other 3 industries.
After a dip in 2016, we saw the cutting tool
market pick-up in the first half of 2017,
although the preliminary data for the 3rd
quarter suggests a return to last year’s level.
For work-holding equipment, recent periods
have been volatile and a clear trend is hard to
discern, but the year looks likely to be close
to the 2016 level.

This chart shows the breakdown of the UK
Cutting Tool market by type of product in
2016.
The market is dominated by Carbide Inserts
(including the value of their holders), with
Solid Carbide Tools accounting for another ¼
of the total.
Anecdotal comments suggest that the cutting
tool market has picked up again in the 4th
quarter of this year and there are generally
positive expectations for UK tooling demand.

Other Transport Equipment in 2007/08 not
shown as it was excessively large and off
the scale; the figures are 2007 = 224.8,
2008 = 255.8.
The Turkish economy has been growing
since 2010 and following a dip in 2016, it
has picked up in the first half of 2017.
However, inflation has accelerated in 2017;
this is mainly due to the exchange rate and
price increases as a result of relationship
with neighbouring countries. It was also
noted that Turkey’s reserves of foreign
currency are falling.
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Switzerland Industrial Orders

Switzerland Industrial Production

Importation volume development 2014 up to 2017
for metal working Machine tools into Switzerland

Development of the Swiss Purchasing Managers' Index
(PMI) as an indicator for tool distributors

Import volumes for machine tools remain
modest, despite a significant improvement in
the PMI.

Growth in Swedish GDP (BNP on the chart)
accelerated in the 2nd quarter reaching an
annualized rate of +4%.

A new analysis of the cutting tool makret in
Switzerland has come from a joint initiative of
SWiSSMEM and tecnoswiss; this covers about
80% of the Swiss market for cutting tools.

Inflation has been rising steadily over the past
couple of years and is now at the target level of
+2%.

The market is estimated to be around CHF240
million, although it was noted that this is about
10% less than it was 5 years ago.

Unemployment is falling slightly, but the influx
of refugees in 2015 helped keep it higher than
it might have been. It was noted that it is hard
to find skilled people to work in industry.
The industrial production index has flattened
out at a reasonable level.

BNP, förändring mot motsv kv föregående
år, %

Källa: SCB

Inflation

Industriproduktionsindex

,QGXVWULQVRUGHULQJnQJ

%LODUQ\UHJLVWUHULQJDUSHU
PnQDG

&DUUHJLVWUDWLRQVKDGEHHQJRLQJXSHYHU\
PRQWKXQWLO$SULOEXWWKLVVHHPVRQO\WR
KDYHEHHQDWHPSRUDU\KDOWDQGJURZWKKDV
UHVXPHGLQWKHIROORZLQJPRQWKV
7KHPDFKLQHU\EXVLQHVVLVGRZQRQ
EXWLWLVGHSHQGDQWRQODUJHRUGHUVIURPWKH
DXWRPRWLYHVHFWRUZKLFKFDQEHYRODWLOH
$FWLYLW\LQWKHWRROLQJPDUNHWLVVWURQJDV
DOWKRXJKLQYHVWPHQWLQQHZPDFKLQHV
PD\EHGRZQRXWSXWRIWKHFXVWRPHU
LQGXVWULHVLVKLJK,WORRNVOLNHFRXOG
EHWKHEHVW\HDUHYHU

Present situation :
• 45 Companies associates.
• 15 Tooling companies associates = 33 %

Objectives :
• 60/70 Companies associates.
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Note that Eurostat does not publish data for the Automotive
or Other Transport Equipment industries for Finland
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The following are the general information slides for
the CELIMO Member countries that were not
represented at the Tooling Group meeting.
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