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The recession in Italy, which had one of the largest peak to trough falls in output in the OECD 
area, ended in mid-2009. Although growth picked up to a 2% annual rate in the first quarter, 
the recovery is projected to proceed at a moderate pace for 2010 as a whole, strengthening a 
little in 2011. Government policy has helped to limit unemployment, which will nevertheless 
continue to rise slowly into 2011. Excess capacity will exert continuing downward pressure on 
inflation after a short-term increase due to resurgent energy prices. 

 
Italy kept its budget deficit in line with plans in 2009, thus generating bond-market confidence 
and a relatively low risk premium. It is necessary to pursue substantial fiscal tightening in 
2011, as the government has announced, which will require a high degree of spending 
restraint. Reliance on one-off measures should be avoided and attention should be paid to 
maintaining and improving efficiency. 
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