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EFFECTS OF THE MEDITERRANEAN DIET

Jean-Luc Proutat

Low in fat, high in fibre, with a large proportion of fruit and vegetables: in terms of health, the virtues of the Mediterranean diet
are well-established, but what about in economic terms? For the past decade, the countries of the Economic and Monetary Union
(EMU) forming the Mediterranean ‘arc’ (France, Italy, Spain, Greece) have been following a similar diet, aiming to improve their
competitiveness. We take a look at this in our chart of the week.
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What are the results? Here, differences in
price competitiveness are assessed in relation
to the German benchmark and are tracked by
unit labour costs, i.e. the ratio between hour-
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compared to those of Germany (see chart)
has done more than just correct the excess of
the past: it has put the Greek economy back
in a favourable competitive position, the best
it has been in since joining the EMU™.
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France improves its score

The severity of Greece's austerity measures can be gauged by the brake put on hourly wages and related costs, which have fallen by 18% in real
terms since 2012. While no European country has gone as far in terms of wage moderation, many have improved their competitiveness in a similar
way, with Germany maintaining or increasing its productivity advantage. It is therefore mainly through labour cost control that Italy, Spain, and to a
lesser extent, Portugal, have made progress.

As for France, it has not been left out of the movement. At the end of 2012, the “Gallois” report warned of multiple signs of its decline: the burden
of employment-related costs, accelerated loss of market share, recurring trade deficits and deindustrialisation. This was followed by a shift in
government policy in favour of businesses, which has since continued. As a result, in terms of intra-European competitiveness, the French economy
is among those that have significantly improved their score (the increase in its unit labour costs has been 18 percentage points lower than that of
Germany since 2012). At a time when the state of public finances is being questioned and global trade conditions are tightening, this is a factor of
resilience that should be highlighted.

1 The ratio of Greece's unit labour costs (ULM) to those of Germany, based on 100 in 2000 (the eve of EMU entry) currently stands at 88. Since 2000, Greece has reduced its
ULC with all of its main EUM partners.

jean-luc.proutat@bnpparibas.com

—— ECONOMIC RESEARCH '

The bank
BNP PARIBAS for a changing

world

e

X




GROUP ECONOMIC RESEARCH

ECOINSIGHT I 1

The information and opinions contained in this document have been obtained from, or are based
on, public sources believed to be reliable, but there is no guarantee of the accuracy, comple-
teness or fitness for any particular purpose of such information and such information may not
have been independently verified by BNPP or by any person. None of BNPP any of its subsidiary
undertakings or affiliates or its members, directors, officers, agents or employees accepts any
responsibility or Liability whatsoever or makes any representation or warranty, express or im-
plied, as to the accuracy and completeness of the information or any opinions based thereon
and contained in this document and it should not be relied upon as such. This document does
not constitute research, as defined under MIFID Il, or form any part of any offer to sell or issue
and is not a solicitation of any offer to purchase any financial instrument, nor shall it or any
part of it nor the fact of its distribution form the basis of, or be relied on, in connection with
any contract or investment decision. Information and opinions contained in this document are
published for the information of recipients, but are not to be relied upon as authoritative or
taken in substitution for the exercise of judgment by any recipient, are subject to change without
notice. In providing this document, BNPP does not offer investment, financial, legal, tax or any
other type of advice to, nor has any fiduciary duties towards, recipients. Any reference to past
performance is not indicative of future performance, which may be better or worse than prior
results. Any hypothetical, past performance simulations are the result of estimates made by
BNPP, as of a given moment, on the basis of parameters, market conditions, and historical data
selected by BNPP, and should not be used as guidance, in any way, of future performance. To
the fullest extent permitted by law, no BNPP group company accepts any liability whatsoever
(including in negligence) for any direct or consequential loss arising from any use of or reliance
on material contained in this document even when advised of the possibility of such losses. All
estimates and opinions included in this document are made as of the date of this document. Un-
less otherwise indicated in this document there is no intention to update this document. BNPP
may make a market in, or may, as principal or agent, buy or sell securities of any issuer or person
mentioned in this document or derivatives thereon. Prices, yields and other similar information
included in this document are included for information purposes however numerous factors will
affect market pricing at any particular time, such information may be subject to rapid change
and there is no certainty that transactions could be executed at any specified price. BNPP may
have a financial interest in any issuer or person mentioned in this document, including a long
or short position in their securities and/or options, futures or other derivative instruments based
thereon, or vice versa. BNPP, including its officers and employees may serve or have served as
an officer, director or in an advisory capacity for any person mentioned in this document. BNPP
may, from time to time, solicit, perform or have performed investment banking, underwriting
or other services (including acting as adviser, manager, underwriter or lender) within the last
12 months for any person referred to in this document. BNPP may be a party to an agreement
with any person relating to the production of this document. BNPP may to the extent permitted
by law, have acted upon or used the information contained herein or in the document, or the
analysis on which it was based, before the document was published. BNPP may receive or
intend to seek compensation for investment banking services in the next three months from or
in relation to any person mentioned in this document. Any person mentioned in this document
may have been provided with relevant sections of this document prior to its publication in order
to verify its factual accuracy.

Structural or thematic topics

ECOPERSPECTIVES

Analyses and forecasts with a focus on developed and emerging
economies.

ECOFLASH

Data releases, major economic events

ECOWEEK

Recent economic and policy developments, data comments, economic
calendar, forecasts

ECOPULSE

Easy-to-read monthly overview of inflation dynamics

ECOCHARTS

Monthly barometer of key economic indicators of the main OECD
countries.

ECOTV

What is the key event of the month?
You will find the answer in our economy broadcast.
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CHART OF THE WEEK

Weekly charts highlighting points of interest in the world economy

MACROWAVES

Our economic podcast
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(AMF), and having its registered office at 16, boulevard des Italiens, 75009 Paris, France.
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