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Euro-area governments have made significant progress towards
their medium-term fiscal objectives. However, domestic opposition to austerity and increasing complacency by policymakers
are jeopardizing the commitment to further adjustments, in our
view. This may pose a longer-term risk to fiscal sustainability.
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*A weighted average of the change in the structural primary balance in Germany, France, Italy, Spain, the Netherlands, Belgium, Austria, Finland, Greece, Portugal
and Ireland (weighted by nominal GDP).
**See “Dynamic Fiscal Multipliers: Why Austerity Has Failed in the Euro Area”, Economics: European Perspectives, March 20, 2013.
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