Figure 1.10. Domestic Demand, Output Gap, Unemployment, and Labor Force Participation in Advanced Economies

In advanced economies, uneven progress has been made in repairing the macroeconomic damage from the global financial crisis. Domestic demand and
investment are still below precrisis levels in some euro area countries. Economic slack and unemployment rates have fallen from their postcrisis peaks, but
remain high in a few cases.

40- 1. Deviation from Precrisis Trend and Level' -

30- (Colored bars show percentage difference from precrisis trend; black squares - -
20- show percentage differences from 2007 levels) u -
10° " . .
- ™ n -
| ™ _ — -
[ |nvestment ™= Domestic Demand GDP :

Greece, Italy, Japan Asian AEs Other AEs

Portugal, Spain

2- 2. Output Gap? -
(Percent of Potential Output) )

8- — 2016 :

o ] B Maximum output gap (2008—16) -

-10- -
-12— L

BAL GRC JPN ESP PRT IRL TWN USA ITA° DEU CAN SCN GBR FRA NLD KOR BEL AUS CHE

30- 3. Unemployment Rate’ _
(Percent of the Labor Force) -

25- -

20'_ mmmm Peak unemployment rate (2008-16) _
R = 2007

15- 2016

0
GRC ESP  BAL  PRT IRL T FRA  USA BEL CAN GBR DEU SCN NLD AUS TWN JPN KOR CHE
85- 4. Labor Force Participation Rate? — 0015 -
80— (Percent of the Population Aged 16-64) C

75_‘
70~

ITA KOR GRC BEL FRA  BAL IRL ESP JPN PRT  USA DEU AUS GBR NLD CAN SCN  CHE

Sources: Organisation for Economic Co-operation and Development labor statistics; and IMF staff estimates.

'Investment, domestic demand, and GDP are in real terms. For all countries except Japan, precrisis trends are linear regression trends fitted for each variable
using data for 1996—2005. For Japan, trends are fitted for 2001-05 given the sharp drop in investment in 1997-98. Asian AEs = Australia, Hong Kong SAR,
Korea, Macao SAR, New Zealand, Singapore, Taiwan Province of China; Other AEs = Austria, Belgium, Canada, Cyprus, Czech Republic, Denmark, Estonia,
Finland, France, Germany, Iceland, Israel, Latvia, Lithuania, Luxembourg, Malta, Netherlands, New Zealand, Norway, San Marino, Slovak Republic, Slovenia,
Sweden, Switzerland, United Kingdom, United States.

2BAL = Estonia, Latvia, Lithuania; SCN = Denmark, Finland, Iceland, Norway, Sweden. Other labels in the figure use International Organization for
Standardization (ISO) country codes.



