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Introduction Structural CA Calculation

* This paper aims at identifying medium- to long- term factors that determine < Based on the regression results, we calculate structural CA levels for the EU
CA to GDP ratio (henceforth, CA) and at estimating fundamentally countries. To this end, we use the estimated parameters and HP filtered values
determined CA outcomes. of explanatory variables.

CA, structural CA and 95% confidence intervals in 2016

* Cross-section regressions are run on the data for a large group of countries
(94 economies) averaged over the period 2008-2016. The results are consistent
with estimates obtained with the standard panel data approach.
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* The traditional set of factors underlying CA (income, general government
balance, initial international investment position, dependency ratio and fuel
balance) is extended with a measure of price-cost competitiveness, proxied
with national price level. The relationship between the national price level and
the CA proves to be of a non-linear nature.

» Structural CA levels are calculated as a function of long-run paths of
explanatory variables and compared with actual CA levels for the EU

countries.
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CA Determinants

* CA positively depends on income, general government balance, initial < After the crisis, large CA deficits have been significantly corrected, with CA

international investment position, dependency ratio and fuel balance. moving towards structural levels, while large CA surpluses persist, standing
CA cross-section regressions in linear form above the structural levels. . . o o

ARASES o o e o e o o o * In 2016 the number of the EU countries with positive deviations from

structural CA was higher than the number of countries with negative
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