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■ Around 61 percent of companies in
German industry were classified as inno-
vative in 2001 – a figure which has hard-
ly changed since the previous year (62
percent). While these figures are down
on the record of 67 percent for 1999, the
proportion of total innovative companies
is still impressive and considerably hig-
her than during the low ebb of Germany’s
economic downturn in 1993/1994.

The German economy also managed
to sustain the year 2000 levels of inno-
vation spending throughout 2001; in
fact, spending in this area fell only mar-
ginally short of the historically high figu-
res for 1999. The credit for this positive
development goes largely to industrial

firms. These companies, which were res-
ponsible for 72 percent of total innovati-
on spending, once again invested more
in innovation in 2001 than in previous
years. The total innovation spending
budget exceeded the 60 billion euro
mark for the first time in 2001. 

At the time the survey was conducted,
in mid-2002, companies anticipated
shrinking innovation budgets for the
year 2002 as a whole. In the industrial
sector, companies calculate that their in-
novation spending in 2002 will approxi-
mate the figures for 2000. Providers of
corporate services are more optimistic
and anticipate an increase of around
three percent. Providers of distribution

services take a far more gloomy view and
forecast a further ten percent or more re-
duction in spending in 2002.

Nonetheless, all three major sectors
of business and industry anticipate furt-
her expansion in 2003: German industry
expects innovation spending to amount
to almost 62 billion euros, or a good five
percent more than in 2002 and two per-
cent more than in the previous record
year 2001. Firms in the service sector re-
port an increase of two to three percent.

Over the last six years growing innova-
tion spending has been confined to the
primarily export-oriented sectors of the
German economy. While the innovation
budget in industry sectors with a relative-
ly low export share and in those focused
chiefly on the domestic market stagnated
in 2001 at their (nominal) 1995 levels,
industries driven by exports recorded a
nominal increase of 50 percent. Innovati-
on spending in 2001 in export-oriented
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German Companies Remain Innovative
Despite the gloomy economic climate – the German economy has been suffering from weak growth since the
end of 2000 – German companies are proving to be as innovative as ever. While innovation spending fell
in 2002, the latest ZEW survey shows that companies expect to boost their innovation budgets during 2003.
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service sectors (wholesalers, transport,
the banking industry, IT/telecommunica-
tions) was still 20 percent above the fi-
gures for 1995. Expectations for 2003 in
export-oriented industries are also, on
the whole, more positive. 

Given the persistent divergence in
growth rates in demand on domestic
and international markets over the last
ten years, it is not surprising that it is
foreign demand which is fuelling the in-
novation activities of companies – and
is indeed becoming increasingly impor-
tant. A strong export position is general-
ly indicative of an unequivocal innovati-

on orientation: German exporters must
be innovative if they are to succeed on
foreign markets. Persistently weak de-
mand in Germany may act as an inhibit-
ing factor, however, as many innovati-
ons are first tested on the domestic
market before they can be successfully
marketed abroad. If the domestic mar-
ket stalls over a longer period and fails
to provide impulses for further innovati-
on, this can curb willingness to engage
in innovative activities and in turn result
in lost market share in a setting of glo-
bal competition. �

Dr. Christian Rammer, rammer@zew.de

■ The OECD, which performs regular 
reviews of its member countries’ tax
revenue ratios as percentage of Gross
Domestic Product (GDP) (including social
security contributions), total tax ratios
(consisting of direct and indirect taxati-
on) as well as ratios of taxes on income
and profits, has given Germany a clean
bill of health. The average tax ratios of
member countries for the year 2001 pu-
blished by the OECD reveal that Germany
has one of the lowest tax revenues (36.4
percent), total tax ratios (21.7 percent)
and ratio of taxes on income and profits
(10.1 percent). However, there are two
reasons for treating the OECD figures
with caution. Firstly, the OECD methodo-
logy generates excessively low values
which underestimate the tax burden in
Germany compared with other countries.
Secondly, the OECD figures do not allow
conclusions about how attractive a
country may be to investors.

Extensive calculations of the effective
tax rates on the corporate sector in the
EU and the impact of differences in tax
treatment on investment decisions were

presented by the European Commission
in its report “Company Taxation in the In-
ternal Market”. The ZEW and the Univer-
sity of Mannheim played a key role in the
genesis of this report. The analyses of
the tax burdens relies on the microeco-
nomic approach by Devereux and Griffith
as well as on the computer based model
“European Tax Analyzer” for the interna-
tional computation and comparison of
company tax burdens which has been
run collaboratively by ZEW and the Uni-
versity of Mannheim since 1991. The cal-
culations performed on behalf of the EU
Commission are based on the legal si-
tuation in 1999. The present article dra-
ws on results which have been recalcula-
ted in line with the legal state of play in
2001 thus allowing a direct comparison
with the OECD calculations.

An initial impression of the corporate
tax burden is provided by comparing the
accumulated nominal tax rates which ta-
ke into account the interdependencies
between different types of tax, and the
deductibility of trade tax from corporati-
on tax in Germany. This reveals that the

nominal tax burdens on corporate profits
within the EU vary from between 10 per-
cent in Ireland to 40.3 percent in Italy.
With 39.4 percent, Germany has the third
highest tax rate burden in the EU. The
major differences between tax rates also
have a considerable impact on the aver-
age effective tax rates which varied, in
2001, from 36 percent in Germany to
10.8 percent in Ireland. In other words,
Germany and France have the highest ef-
fective tax rates in Europe, findings
which are confirmed by “European Tax
Analyzer”. This also provides a clear in-
dication of why investors continue to re-
gard Germany as a comparatively unat-
tractive destination for their money.

As a result there is no discernible re-
lationship between the OECD calculati-
ons and the actual effective tax burdens.
This discrepancy is due to variations in
the data basis used, the breadth of tax
rules and regulations included, and the
yardsticks selected for determining the
tax burden ratios. �

Gerd Gutekunst, gutekunst@zew.de;
PD Dr. Christoph Spengel, spengel@zew.de

Tax Haven or High-Tax Country?
In contrast to the figures on the tax burden in its member countries published by the OECD at the end of last
year, France and espacially Germany have the highest corporate tax burden in the EU, and this state of affairs
continues to deter foreign investors from engaging in Germany.

The ZEW has performed annual surveys of
the innovation behaviour of German busin-
ess and industry on behalf of the German Fe-
deral Ministry of Education and Research
since 1993. In addition to the manufacturing
and mining sectors, the survey has also en-
compassed providers of corporate services
and the distribution sector since 1995. Aro-
und 5,000 manufacturing and service com-
panies take part in the survey every year. The
survey is representative for Germany and the
results are stratified and projected onto the
population in Germany. In 1993, 1997 and
2001, the ZEW innovation survey was the
German contribution to the Community Inno-
vation Survey (CIS I to CIS III).
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■ The existence of systemic risk is the
main rationale for banking supervision
and regulation. The term “systemic risk”
refers to the threat that the failure of a
single bank could lead to other bank fai-
lures and thereby trigger a chain reaction
of bank failures. In today’s world, such a
chain reaction would not only threaten
national systems, but also the European
banking system as a whole. Experience
shows that this would also entail high
real economic costs.

The finance ministers of Germany and
the United Kingdom, Hans Eichel and
Gordon Brown, presented a joint initiati-
ve for the fundamental reform of the sy-
stem of European financial supervision
in April 2002. The Brown/Eichel initiati-
ve has aroused controversial discussion.
There is general consensus that, given
the increasing integration of financial
markets in the EU, there is no alternative
to modifying existing supervisory struc-
tures. However, the actual shape such a
new system should take is hotly dispu-
ted among politicians, supervisors, and
central bankers.

Strengthening international
cooperation

Most experts agree that, as things
stand at present, it would be premature
to create a single, integrated supervisory
authority responsible for banking, insu-
rance and securities. It is also debatable
whether such a mega authority would be
at all desirable from an efficiency point
of view. A reform of the structure of fi-
nancial supervision in Europe will there-
fore primarily focus on strengthening
and improving the cooperation between
national supervisory institutions. This

would also include creating committees
at the EU level.

Amid widespread opposition, inclu-
ding from central banks which feared the
plan would reduce their influence on the
supervisory bodies, the Eichel/Brown
proposal was revised by the EU’s Econo-
mic and Financial Committee (EFC)
which submitted a report on financial re-
gulation, supervision and stability in Oc-
tober 2002. The proposal envisages ex-
tending the Lamfalussy model – named
after the first President of the European
Monetary Institute – already established
for EU securities market regulation to the
other sectors of the financial market, i.e.
banking, insurance and financial conglo-
merates. 

The Lamfalussy framework refers pri-
marily to the legislative process, i.e. re-
gulatory issues. One of the aims is to
speed up EU legislation so that financial
market regulation is able to adapt quick-
ly to new market developments and
practices. Another priority is the conver-
gence of supervisory practices and the
consistent implementation of EU direc-
tives. In addition there is the Basel Capi-
tal Accord, which already represents a
form of international bank regulation.
Thus, as far as banking regulation is con-
cerned, these proposals take on board
the reality of an increasingly integrated
EU banking market.

In terms of monitoring, i.e. ensuring
the banks’ compliance with the regulati-
ons, certainly, supervision of individual
institutions is best carried out at the le-
vel closest to the financial interme-
diaries concerned, i.e. at the national le-
vel. However, given increasing interde-
pendence and integration of the EU ban-
king markets, there is also a greater

need for international coordination
which will – according to the EFC propo-
sal – be ensured by several committees
at the European level.

However, it is doubtful whether the
proposed EU supervisory system is suffi-
cient for safeguarding the stability of the
European banking market in a crisis
situation. A further issue is the need for
a European lender of last resort and how
such a function might be coordinated.
As the only bodies able to create money,
the European Central Bank (ECB) and the
national central banks would need to
play a crucial role in this context. A com-
mon argument is that the ECB and the
European System of Central Banks (ES-
CB) already play the role of an implicit
lender of last resort, and that, in the
event of a crisis, the required mecha-
nisms are already in place to manage a
financial crisis.

Observatory of systemic risk

There can be no doubt that the Euro-
system has both the ability and willing-
ness to intervene in the event of a crisis.
However, with respect to the increased
Europe-wide systemic risk potential there
is a need for an “observatory of systemic
risk” at the European level. Such a com-
mittee would be essential for crisis pre-
vention. Simple cooperation between
national supervisors is unlikely to prove
an adequate solution. As such an obser-
vatory of systemic risk could also play a
major role in the coordination of crisis
management. Thus, close cooperation
with the lender of last resort, i.e. with
the ECB and the national central banks,
is essential. �

Martin Schüler, schueler@zew.de

The system of financial supervision in the EU is entering a phase of radical change. The increasing integration
of financial markets calls for closer cooperation between national supervisory authorities. Although com-
mittees at the EU level have a vital role to play, there is nonetheless a deficit – as a ZEW study performed 
on behalf of the German Science Foundation shows – in the monitoring of what has turned into an EU-wide 
systemic risk as well as in the coordination which would be required in a crisis situation.

EU Financial Market Supervision: 
Systemic Risk Calls for Cooperation 
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■ New businesses founded by acade-
mics are important for the structural
change towards a knowledge-based eco-
nomy. The just under 38,000 academic
start-ups account for 60 percent of all
new businesses in research and know-
ledge-intensive industries and are res-
ponsible for the increase in new busin-
esses in these industries since 1999.

The number of spin-off formations in
Germany had reached the level of appro-
ximately 6,800 businesses per year by
the end of the 1990s, approximately
2,600 of which are transfer spin-offs.
However, their effect on overall foundati-
on activities is relatively limited when
considering that in all of Germany appro-
ximately 150,000 new businesses are
founded per year, 65,000 of which are in
the research and knowledge-intensive
industries. Spin-off foundations account
for three percent of all new businesses
and approximately eleven percent of the
new businesses founded in research
and knowledge-intensive industries.

Universities most important
incubator facilities

For the overwhelming majority of
spin-off formations, higher education in-
stitutions serve as incubator facilities.
Among the group of higher education
establishments (general) universities
are the most important incubator facility
in absolute terms. Nearly one in two spin-
offs depends on knowledge or capabili-
ties coming from this institutions. Exter-
nal research institutions play a minor role
for the formation of spin-offs. 

Overall, scientists account for more
than one third of all the founders of
transfer spin-offs. They also account for
17 percent of the founders of competen-
ce spin-offs and twelve percent of the fo-

unders of academic start-ups. Twelve
percent of the founders of transfer spin-
offs are professors at higher education
institutions. When looking at all business
formations in the research and knowled-
ge-intensive industries, three percent of
them involved a professor, i.e. in absolu-
te terms, more than 2,000 business for-
mations per year involve professors.

The largest number of spin-off foun-
ders – just as is the case for founders of
academic start-ups – are graduates from
higher education institutions. They ac-
count for more than 60 percent of all fo-
unders in the research and knowledge-
intensive industries while their share in
transfer spin-offs is somewhat smaller
with just under 50 percent. In the se-
cond half of the 1990s, approximately
47,000 graduates were participating as
founders in the formation of new busin-
esses in research and knowledge-inten-
sive industries, nearly a fifth of which
were spin-offs.

In the second half of the 1990s, 1.25
percent of the scientists departed from
public research institutions every year in
order to create a business. When adding

those scientists who worked in depen-
dent employment in the time between
departure from academia and business
formation as well as those who continue
to work in academia it appears that for
every 100 scientists working in public re-
search in Germany there are more than
three scientists per year who are invol-
ved in a business formation.

Spin-offs linked to academia

The linkage of spin-offs to academia
is important: In 30 percent of transfer
spin-offs and 20 percent of competence
spin-offs, one of the founders was still
active as a scientist or in higher educati-
on at the time of the business formation.
In more than one out of five transfer
spin-offs at least one founder still is a
scientist. These partial spin-offs have
several advantages: They benefit from
close contacts with academia, which 
enables them to continue to use these
resources of knowledge and reduces the
employment and/or income risk in the
event of a failure of the spin-off. �

Jürgen Egeln, egeln@zew.de

Public Research Spin-offs in Germany
The growing importance of knowledge and the ensuing need to translate research results as quickly as possi-
ble into economic activities are drawing the attention of academia and politicians towards so called acade-
mic spin-off foundations. These business foundations from universities and public research facilities transfer
their research results directly into marketable products or processes. The ZEW has now conducted a study
commissioned by the German Federal Ministry for Education and Research which determines the absolute
number and important structural characteristics of academic spin-offs in Germany between 1996 and 2000.

Spin-offs and academic start-ups

Spin-offs are firms where new knowledge or the specific competencies of public
research institutions were indispensable for their formation.
■ Transfer spin-offs: One of the founders was involved in producing new research

results or scientific methods which were indispensable to create a spin-off.
■ Competence spin-offs: Special skills which one of the founders acquired at a

scientific institution were indispensable to create a spin-off.
Spin-offs are first and foremost started by scientists, graduates, or students.
Transfer spin-offs, on the other hand, may also be generated by persons outside of
academia or by other companies (knowledge acquisition via cooperation or licen-
ses). These spin-offs, however, have only minor importance in terms of quantity.
Academic start-ups comprise all firms started by persons with higher education
exclusive of spin-offs. Together, spin-offs and academic start-ups constitute the
group of academic new businesses.
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■ A ZEW conference on the empirical
economics of innovation and patenting
held on March 14 and 15, 2003 was at-
tended by more than 75 researchers
from Europe, North America and Asia. In
a series of 36 lectures, the conference
provided an opportunity to present and
discuss the latest findings in the field of
empirical research in innovation and
patent economics.

Internationally renowned 
researchers among speakers

The conference was opened by Heri-
bert Knorr (Head of Research Depart-
ment, Ministry of Science, Research and
Arts of the State Baden-Württemberg,
Stuttgart/Baden-Württemberg). Invited
speakers included internationally estee-
med researchers such as Bronwyn H.
Hall (University of California at Berke-
ley), Dietmar Harhoff (University of Mu-

nich), Jacques Mairesse (CREST Paris),
Pierre Mohnen (MERIT Maastricht), Mark
Schankerman (London School of Econo-
mics) and Frederic M. Scherer (Princeton
University). 

Bronwyn H. Hall examined the influ-
ence of patents on the market value of
companies in relation to the strategic
function of patents. Pierre Mohnen pre-
sented results of a comparative interna-
tional project in collaboration with Jac-
ques Mairesse on the productivity effec-

ts of research and development (R&D)
activities. Jacques Mairesse and Elisa-
beth Kremp (SESSI Paris) presented a
joint lecture which focused on the rele-
vance of knowledge management for
R&D-driven productivity increases. Both
studies made use of data generated by
innovation surveys conducted in the fra-

mework of the “Community Innovation
Survey” (CIS). The Mannheim Innovati-
on Panels (MIP) annually conducted by
the ZEW is the German contribution to
the European CIS (see page 1).

Mark Schankerman presented a stu-
dy performed with Jean O. Lanjouw (Uni-
versity of California at Berkeley) on the
enforcement of patent rights which de-
alt in particular with the determinants of
patent infringement cases and their out-
comes. Dietmar Harhoff concentrated
on opposition to the granting of patents
which is specific to the European patent
system and analysed both their deter-
minants and outcomes. In the conclu-
ding address, Frederic M. Scherer dis-
cussed the welfare effects which arise
when “Third world” countries adopt in-
ternational patent standards which app-
ly to the pharmaceuticals industry and
which are widely used in the industriali-
sed nations.

The lectures held by these six invited
researchers provided the framework
around which a further 30 contributions
– selected by an expert commission

from a total of 100 submissions – were
given. These contributions were discus-
sed by the conference participants in
ten topic-oriented conference sessions.
Some of these sessions focused on cur-
rent issues in the field of patent rese-
arch, patent citations as a means of as-
sessing patent value, the transfer of
knowledge by disclosing information in
the form of patents, the special patent
problems encountered in particular
fields of technology and the enforce-
ment of patent rights. The conference al-
so considered the broad topic of innova-
tion research, including the productivity

effects of innovations, the relevance of
complementarities in the framework of
innovation activities and networks, the
relationship between innovation activity
and corporate finance, as well as the
theoretical basis of recent models used
in empirical innovation research.

The social programme included a gui-
ded tour through the city of Heidelberg
and a conference dinner sponsored by
BASF. Within the latter Klaus-Dieter
Langfinger (Head of Patenting Depart-
ment, BASF Ludwigshafen) discussed
practical problems of patenting from the
viewpoint of a large chemical company.

The interested reader can download
the papers presented at the conference
in PDF form from the ZEW homepage at
www.zew.de/innovation-patenting. �

Prof. Dr. Norbert Janz, janz@zew.de

Empirical Economics of Innovation and Patenting

Mark Schankerman

Frederic M. Scherer

Bronwyn H. Hall
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■ „Putting Porter into Practice!“ This
call for a wider political response to the
so-called Porter-Hypothesis charac-
terised several contributions to the
fourth Workshop of the network „Blue-
prints for an Integration of Science,
Technology and Environmental Policy“
(BLUEPRINT). The network is funded by
the European Commission and co-ordi-
nated by ZEW. The title of the workshop
was „Impacts of Environmental Innova-
tions on Competitiveness and Employ-
ment“, it was held in the Northern Ire-
land Executive in Brussels in December
last year.

The controversial debate concerning
the relation between competitiveness
and environmental policy was opened by
Michael Porter in early 90s. Porter had ar-
gued that “right” environmental policy
would stimulate innovation and competi-
tiveness of a country in the long run. The
argument is that a reduction in the use of
natural resources also leads to economic
savings (e.g. costs of water or waste dis-
posal) and creates new products (e.g. fu-
el-efficient cars). Porter did not clearly
define “right” environmental policy but
described it as both market oriented and
based on economic incentives.

Environmental policy has small
effects on competitiveness

Paul Portney (photo) from Resources
for the Future opened the workshop dis-
cussion with a literature review on eco-
nomic impacts of environmental policy.
The president of the well-known econo-
mic think tank in Washington concluded
that impacts on competitiveness and
employment are quite small since envi-
ronmental costs are only a small frac-
tion of total costs in most sectors and
firms. Moreover, even if significant diffe-
rences of environmental costs exist
across countries, they are often not ex-
ploited by firms. The environmental per-
formance in a certain facility of a firm is
normally more driven by environmental
standards in the headquarter than by
environmental regulation in the respec-
tive country of the facility. This does not
mean that conflicts between environ-

mental and economic goals are irrele-
vant, often economic impacts of envi-
ronmental policy are however strongly
exaggerated in the public debate.

Portney emphasised the Porter-argu-
ment that especially economic instru-
ments like emissions trading can stimu-
late innovation. He however criticised
the Porter effect (environmental regula-
tion leads to innovation) as a tautology.
If environmental policy introduces new
environmental technological standards,
firms have no other choice than to adapt
by changing processes and products.

Putting Porter into practice

Stephen White from the DG Environ-
ment of the European Commission sug-
gested not to discuss if Porter was right
but rather how to put it into practice.
This means that, firstly, conditions have
to be identified under which the hypo-
thesis can be confirmed. Second, mea-
sures are needed to create these condi-
tions. 

Alistair Fulton from Environmental
Resource Management in London pre-
sented some results of on-going rese-
arch in the British task force on innovati-
on and growth that had recently made
recommendations for an improvement
of innovations and competitiveness in
the British industry. The research aimed
at studying the key industry sectors and
their competitiveness, and one of the
components was to look at the drivers
that contribute towards innovation and
competitiveness. In the environmental
sector, the key driver of market demand
are not market forces like in other regu-
lated sectors but much rather govern-
ment policy and regulation on sustaina-
ble development and environmental
protection. Another conclusion was that
the development of the environmental
sector requires clos cooperation bet-
ween government, regulatory bodies
and industry. The task force’s basic re-
commendations are reliable political
framework conditions, including incenti-
ves and long-term policy goals. Another
important policy instrument is environ-
mental criteria in public procurement.

Two European regulations were dis-
cussed: the IPPC Directive (Integrated
Pollution and Prevention Control) and
Integrated Product Policy (IPP). Don Lit-
ten, Director of the European IPPC Bu-
reau in Sevilla, described the mission of
IPPC as defining best available environ-
mental technologies in Europe. Thus
IPPC constitutes the basis for negotiati-
ons concerning emissions reductions
and respective instruments. IPPC is not
an instrument for stimulating innovation
decisions in firms, but an instrument to
collect the necessary information.
Moreover it contributes to the diffusion
of existing technologies, because docu-
ments being developed in the IPPC pro-
cess influence regulation at the EU and
member state level. Cynthia Wolsdorff
(AUDI) and Keith Harshham (BP) empha-
sised the role of market conditions, de-
mand and costs for the development of
environmental innovations in their
firms. Reductions of fuel consumption
in cars for example will only be accepted
by consumers if fuel savings compensa-
te higher car prices, assuming no chan-
ges in product quality. More ambitious
reductions of the environmental perfor-
mance of cars such as three litre cars or
one litre cars fail on the market.

All workshop contributions can be
downloaded from the network home-
page: www.blueprint-network.net �

Dr. Klaus Rennings, rennings@zew.de

Impacts of Environmental Innovations on Competitiveness and Employment

Dr. Paul Portney, Resources for the Future
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ZEW Financial Market Test

Results of the Survey in May 2003
■ The Financial Market Test conducted
by the ZEW is a monthly business survey
of German financial market experts
which started in December 1991. The
survey asks for the predominant expec-
tations about the development in six in-
ternational financial markets.

As a whole around 350 experts take
part in the survey. 280 of them work in
banks, 50 in insurance companies and
investment companies and 20 in other
industries. Participants in the survey are

financial experts of the finance depart-
ments, the research departments and
the economic departments as well as
the investment and securities depart-
ments of the firms. In detail, the financial
experts are questioned on their medium
term expectations about the develop-
ment of important international finan-
cial markets with respect to the busi-
ness cycle, the inflation rate, short term
and long term interest rates, the ex-
change rate and share prices. 

To construct forecasted figures, the
qualitative response categories (increas-
ing, unchanged, declining) are trans-
formed into quantitative figures by the
Carlson/Parkin procedure. Additional
information to the applied procedure is
available as an abridged version pub-
lished by the ZEW. The present survey
was conducted between April 28, 2003
and May 12, 2003. All calculations are
termed to May 16, 2003. �

Felix Hüfner, huefner@zew.de

ECB Watch: Expectations of Interest Rate Cuts are Undiminished

■ Almost two thirds (64.8 percent) of the experts interviewed
expect the three-month Euribor to fall over the next three
months. Based on this assumption the forecast for August is
2.2 percent which corresponds to another small cut of 25 ba-
sis points by the European Central Bank. The strong appreciati-
on of the Euro against the US dollar has probably given mo-
mentum to these expectations. About half of the respondents
who participated in the survey forecast a further appreciation
of the Euro while only slightly more than 20 percent expect a
depreciation. Inflation expectations thus haven taken up this
clear downward trend. The balance of positive and negative
answers for the Euro area in May is down at -32.4 percent com-
pared to 24.7 percent in April. This change appears even more
distinct for Germany where the balance of -18.8 percent drop-
ped to -30.5 percent. �

Dr. Peter Westerheide, westerheide@zew.de

USA: Further Share Price Increases Expected

■ Despite the recent share price increases which lifted the Dow
Jones to more than 8,500 points the end of the upward trend
has not been reached yet, for experts expect a further rise to
more than 9,000 points by August. This optimism is based on
the assessment that the economy will perform clearly better
over the next six months. More than one in two experts expect
the economy to pick up in the medium run although all of them
still adopt a rather pessimistic view of the present situation.
Economic prospects are better due to the fact that the war
against Iraq ended earlier than expected and that the US dollar
recently has been markedly weaker than the Euro, which clearly
improves the export opportunities of US firms. At the same time
the weak dollar mitigates the risk of deflation. And experts tend
to expect the depreciation of the Greenback to continue.
Exchange losses thus can partially offset stock market gains. �

Volker Kleff, kleff@zew.de

Source: * Thomson Financial Datastream; ZEW
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July 10/11, 2003 in Mannheim

Joint Conference of the ZEW and Arbeitskreis Europäische Integration (AEI)

Regulation and Supervision of Financial Markets and Institutions in the EU

The arrangements for the supervision of financial markets in Europe are changing. At the national level countries like the UK,
Germany and Austria recently installed integrated supervisory agencies replacing different former specialised authorities for
banking, insurance, and securities.
At the European level the integration of financial markets – not just since the introduction of the euro – may have increased the
systemic risk potential. The divergence between an increase in EU-wide systemic risk and the current national based supervisory
structure may call for a reform of the European supervisory framework. In particular, the following questions emerge: Is there a
need for a truly European supervisory framework? How should a potential European supervisor be organised? What role should
the European Central Bank play in supervision?
By bringing together high profile academics, policy makers, central bankers, and practitioners from the financial industry the
conference aims at discussing these issues.

The conference is supported by the German Science Foundation (DFG) as part of the research program “Governance in the Euro-
pean Union”. The registration fee is 80 Euro (60 Euro for AEI members).

For further information please visit www.zew.de/supervision or contact Martin Schüler, Email schueler@zew.de


