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Box1.2 pp 18-21Non-residential investment in the EU“The EU Commission notes that non-residential investment (that excludes households buying houses) as a share of GDP “stands at its lowest level since the mid-1990s”. And the main reason? “A reduced level of profitability”. The report makes the key point that “measures of corporate profits tend to be closely correlated with investment growth” and only companies that don't need to borrow and are cash-rich can invest  - and even they are reluctant.”     Michael Roberts
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Private consumption has bee n de clining for four 
consecutive quarters up to the third quarter of 2012 
as muted nominal wa ge growth and pers is tent 
infla tion squeezed house holds ' real disposable 
incomes . Short-te rm indicators sugges t weak 
prospects for priva te consumption a lso in the near 
future . In the fourth quarter of 2012, the volume of 
re ta il  sa les  were  down by 0.6% in  the  EU and by 
0.8% in the euro are a(see GraphI.11). Although 
consumer confidence has recently improved, its 

current  level  s till  remains  below its  long-term 
average , suggesting subdued consumer spending in 
the short te rm. 

In 2012, household consumption is expected to 
have contracted by 0.7% in the EU and by 1.2% in 
the e uro area . The scope for reducing the saving 
ra te and thus consumption smoothing is limited by 
households ' need to consolidate their balance 
shee ts ,  in  particula r  in  countries  that  e xperienced a  
boom-and-bus t cycle in the hous ing market. 
Uncerta inty s te mming from the sovereign-debt 
cris is  and increas ing unemployment  fears  are  
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