Figure 1.5. Financial Market Conditions in Advanced

Economies
(Percent, unless noted otherwise)

Long-term government bond yields have declined further in major advanced
economies, reflecting lower inflation expectations, the drop in oil prices, weak
domestic demand in some cases, and lower expected short-term neutral rates.
Very accommodative monetary conditions have also played a role by reducing

term premiums.

2.5- 1. U.S. Policy Rate - - 2. Key Interest Rates? -9
Expectations’ )
Xpectall - U.S. average 30-year -8
2.0-—May 21, 2013 - - fixed-rate mortgage -7
- —June 21, 2013
’ x May 22, -6
15-— Sep. 20, 2013 . J
_— Mar. 26, 2014 -5
10- Mar. 27,2015 B =4
) US._g
05- - 2
- - Japan 1
0.0I 1 1 1 1 1 L 1 1 1 1 1 1 1 0
2013 14 15 16 Feb. 200708 09 10 11 12 13  Mar.
18 15
3. Changes in Inflation 4. ECB Gross Claims on
0.4- Expectations and _ Spanish and Italian Banks_ 600
" Bond Yields, 20143 _ (Billions of euros; dashed _
o (Percentage points) 10 - lines are 10-year -500
5 = 0.0 _ government bond yields, .
2 N g - left scale) - 400
o §-04- - —ltaly A -
sz - 6 - —Spain /i - 300
(<5} - . -
2E —-08- ® United States 4 ¥ N M\‘t\l\\‘ 200
5¢ I : . \,"t.
8-12- United I:mgdom_ 5. % 100
_Euro area g . i .
_1 .6 L 1 1 1 1 ] 0 C T -+ 1 1 1 1 0
-1.0-0.8 -0.6 -0.4 -0.2 0.0 2007 09 11 13 Feb.
Change in expected medium- 15

term inflation

200 - 5. Equity Markets

- - 6. Price-to-Earnings Ratios* - 4(
(Index, 2007 = 100; - _ -
160 - national currency) _ _ \lJJéS.am - 35
_— MSCI Emerging Market - GeFerany -30
— DJ Euro Stoxx — _95
120 - S Italy
/ 20
80 ¥ ! 15
w0- : 210
— S&P 500 May 22, May 22, _'5
- —TOPIX 2013 - 2013 -
OI 1 1 1 1 1 1 1 1 L 1 1 1 1 1 1 1 1 0
2007 09 11 13 Feb. 2007 09 11 13 Mar.
15 15

Sources: Bank of Spain; Bloomberg, L.P.; Haver Analytics; Thomson Reuters

Datastream; and IMF staff calculations.

Note: DJ = Dow Jones; ECB = European Central Bank; MSCI = Morgan Stanley
Capital International; S&P = Standard & Poor’s; TOPIX = Tokyo Stock Price Index.
Expectations are based on the federal funds rate futures for the United States.
2nterest rates are 10-year government bond yields, unless noted otherwise. Data

are through March 20, 2015.

3Changes are calculated from the beginning of 2014 to the beginning of 2015.
Interest rates are measured by 10-year government bond yields. Expected
medium-term inflation is measured by the implied rate from 5-year 5-year-forward

inflation swaps.
“Data are through March 26, 2015.



