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Government initiativeslt includes an update of the economic and fiscal outloltkvas was

published in draft form on 15 April 2014 and discussed at the Joint Oireachtas Committee on
Finance, Public Expenditure and Reform on the same day.

This documentis beingsubmitted to the European Commission in accordance with the
requiremerts under the Hropean Semeste Ireland is now a full participant in this process
following exit from the EUMF financial assistancprogramme in late2013. It will also be
laid before the houses of the Oireachtas.

The document incorporate$orizontal guidanceprovided by the European Council to
Member States in December 2013 and March 2014 as part of the discussions on the Annual
Growth Survey It also reflectdhe December 2010 ECOFIN Council recommendations to
Ireland under he Excessive Deficit Procedure. hds been preparedn line with the
September 2012 guidelines on the format and content of Stability and Convergence
Programmes.

ThisUpdate of theStability Programme should bead in conjunction with. NSt | Yy RQa bl G .
Reform Programm@014 whichwas published on 17 April 2014 and whaitlines progress A
toRIFGS Ay FOKAS@GAY3I LNBflIyRQa ylFidA2ylf .GFNRBSI

The analysisnd forecasts contained in this document are based on data available to late

March 2014 The macroeconomic forecasts containkdrein were endorsed by the Irish
Fiscal Advisory Council on 7 April 2014.
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1.1 Policy strategy
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)¢
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While theheadlinemeasures of economic activity (namely GDP and @hipe distorted,

both positively and negativelfrom time-to-time by sectorspecific developments in Ireland,
the underlying picture at present is one of economic recovery that is gaining momentum.
Labour market data provide the most concrete eviderioe this, with annual employment
growth ofover 3 per cent in the second half of last ye@his strong performance in the jobs
market is consistent with the stabilisation of domestic demand that emerged over the course
of last year; domestic sources of demand are typjcalbre employmentich than external
sources.

Notwithstanding the improvement over the past two years, unemployment remains

dzy I OOSLIil 6fé& KAIKD Ly (d€chidg edbBomic palcy objéckive D 2 @ S
is to continue to create the necessarynditions for sustainable economic growth in order to

further reduce unemployment.

In terms of key policieshe MediumTerm Economic Strategy s dziT G KS D2 @SNy Y
approach for jobsich economic growth over the period to the end of this decadeis Th

involves a three pillar approach. Firsttige Government is conscious that there remains

scope for further improvements in competitiveness, including through structural reforms.

These include targeted tax policy changes to stimulate activity indatgrs of the economy.

The Action Plan for Jobs and Pathways to Work initiaiv€ i 2 dzi G KS D2 @SNy YS
for generating employment and engaging with the unemployed. In addition, the Government

is working to ensure that sufficient credit is focoming in order to finance economic
recovery.Finally, he Government recognises that sustainable public finances are a necessary
condition for economic recovery. The immediate fiscal policy objective, therefore, remains

the correction of the excessiwaeficit by next year. Thereafter, fiscal policy will be set in line
GAGK GKS NEBIljdZANBYSyYy(d G2 -tofeiiidgetanobjéctid which NSt |y R
for a balanced budget in structural terms.

It is worth highlighting the institutional reforms thdave taken place in the fiscal area in
recent years. The establishment of the Irish Fiscal Advisory Council (IFAC) on a statutory basis,
the placing of fiscal rules on a higher legal basis, and improvements to the budgetary process,
all represent imporant enhancements to fiscal policy formulation and help further underpin
confidence in the evolution of the public finances in Ireland. On foot of these developments,
Ireland is now fully compliant with all of the fiscal governance reforms that have been
initiated in recent years.
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1.2 Economic and budgetary outlook

Headline measures of economic activity provide conflicting signals for last year: on the one
hand GDP fell by 0.3 per cent while on the other hand GNP rose by 3.4 per cent. A more
detailed inspection shows that sectspecific developments had a large negative impact on
the GDP figure. For instance, the impact of patexyiry depressed gross value added in the
pharmachem sector last year. Because most firms in this sector are feosiged, the
reduction in value added gave rise to reduced profit payments to headquarters abroad, so
that GNP was largely unaffected by this seetpecific issue.

Turning to this year, GDP is projected to increase by 2.1 per cent, broadly unchanged from
the projection that underpinned the Budget last October. Domestic demand is expected to
make a positive contribution to growth, while a small negative contribution from net exports
is anticipated. Economic activity is expected to accelerate gradualtyyeax and return to

its estimated trend growth rate further out the forecast horizon.

The macroeconomic forecasts underpinning this Update have been endorsed by the IFAC (see
annex 3).

Table 1: Economic growth, general government balance and debt ratio
2013 2014 2015 2016 2017 2018
Real GDP (% change) -0.3 2.1 2.7 3.0 3.5 3.5

Employment (% change) 24 2.2 2.0 2.0 1.9 1.9

Underlying gneral government deficit 7.2 4.8 29 2.2 1.2 0.0
(% of GDP)

EDRarget (% of GDP) -7.5 5.1 -2.9 n/a* n/a* n/a*
Debt ratio (yeaend) 123.7 121.4 120.0 1159 112.0 107.2
Net debt position(% of GDP) 98.3 100.8 100.7 97.6 94.6 90.6

* Final EDP target is for 2015
Source2013- CSO; 2014 to 20D epartment of Finance

Turning to the public finances, general government deficit of Z.per cent of GDP was
recorded last yearhelow the ceiling imposedby the recommendationsinder the excessive
deficit procedure (EDP).In relation to 2014, there have been a number of orjant
developments sincghe Budget last October These include a lowethan previously
estimated cost of debt servicing and better than expected Central Bank surtpbree There
are,however, a number of smaller offsetting factors suchadsigher ELBudget contribution
which, combined with a lowerprojection for the level of nominaGDR mean that the
projected deficitfor 2014 is 4.8 per cent of GDP. Thianshangedirom the Budget 2014
forecast, and remains below the EDP ceiling.
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2015 remains the cornerstone of netarm fiscal policy.On present estimates, this should

be achieved with the previously announced policy of a package of tax and etyend
YSI adz2NBa 2 Howevedthe aciualicdngdoldstion effort required to meet the deficit
objective will be basedn the most upto-date economiand fiscal data on Budget dayhe
specific measures will be announced in the Budget in October 201ill take on board

the conclusions of the Comprehensive Review of Expenditure (CRE) and other ongoing
reviews.

The general government deld-GDP ratio peaked at close to 124 per cent at the end of last
year, and is now on a firm downward trajectoryt is important to highlight that the gross

debt figure includes significant cash reserves and other assets accumulated in order to ensure
a smooth reentry to capital markets. Net public indebtedneswhich excludes these cash
reserves and other aste; amounted to just under 100 per cent of GDP last year, well below
the gross figure. Finally, from a financing perspective, it is also worth pointing out that
funding requirements over the short and medium term have been reduced significantly on
foot of the maturity extension to official EU loans agreed last year.

Department of Finance |
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2.1 Summary

Provisional figures show that GDP fell slightly last yeartesaliaheadwinds associated with
patentexpiry in the pharma&hem sector depressed output and exports. By contrast,
domestic demand stabilised and returned to growth in the second half of the year. The
recovery in domestic demand also helps explain the vegngtlabour market performance

last year where employment growth outperformed expectations.

Turning to the shorterm outlook, there is now mounting evidence that recovery is gaining
Y2YSyidzyo I OUAGAGE A& AYLINE DAY 3whishysho2 &G 2 7F
support the exporting sectors. While pateexpiry will continue to weigh on exports this

year, available evidence suggests that the impact will not be as large as was the case last year.

On the domestic front, the investment cycle hasaclg turned, while strong employment

growth allied with improving confidence should support an increase in personal spending.
Against this general background, GDP is projected to increase by 2.1 per cent this year (GNP

by 2.7 per cent)

The pace of GDgrowth is expected to accelerate in 2015 and beyond, as the output gap
closes and the pace of growth reverts to its estimated trend rate of 3% per cent. Employment
is set to expand by around 2 per cent per annum with unemployment falling to 8 per cent by
the end of the forecast horizon.

2.2 Macroeconomic outturn 2013

First estimatesof economic activity in 2013 were published by the Central Statistics Office
(CSO) in March. The figures show a contraction in real GDP of 0.3 per cent for the full year.
Exports grew only slightly as pateexpiry weighed on the volume of goods exports. Beyond
this sectorspecific issue, exports recorded a reasonably positive performance, with exports
of services once again growing solidly.

Somewhat surprisingly, persal consumer spending fell by just over 1 per cent last year.
After a number of years of undénvestment, capital formation increased by over 4 per cent
last year, with positive contributions from most of the scbmponents. Imports rose by 1

1¢KS 5SLI NLIYSYylG 2F CAYIl yOSQa2018 wateRdSrEed yy 2FKQ ab 7 Ap2ilRBED | & G a
For more detail please see chapter 5 and the endorsement letter at annex 3.

2 All of the national accounts variables referred to in this documeneHzeen compiled on an ESA 1995 basis.

The definitive national accounts for 2013 will be published in the summer and will incorporate methodological
changes to make the data consistent with the new ESA 2010 statistical basis. The most important change from

a national accounting perspective in Ireland is the capitalisation of R&D spendingosteds paribusvill boost

the level of nominal GDP; previously R&D spending was treated as intermediate consumption.
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per cent,driven by strong investment in machinery and equipment as well as higher royalty

and licence payments by the multinational sector.

2.3 Macroeconomic projections 2014
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summary, the data suggest increasing momentum in both the US and UK economies; on the

I OGADAGE
last year, and the pace of growth is expected to acceler‘gte this year. Projections for GDP
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data ¢ both hard and soft¢ in the intervening period broadly confirm the outlook. In

other hand, while moving in the right direction, the reeoy in the euro area will continue to
lag, dueinter aliato legacy effects of the crisis which will take time to work through.

Table 2 External assumptions

2013 2014 2015 2016 2017 2018
External GDP growth % change
United States 1.9 2.9 3.2 3.5 34 3.1
Euro area -0.4 1.2 1.8 1.5 1.6 1.6
United Kingdom 1.9 2.5 2.4 2.0 2.1 2.3
Technical Assumptions
Eurosterling exchange rate 0.85 0.83 0.84 0.84 0.84 0.84
Euradollar exchange rate 1.33 1.38 1.39 1.39 1.39 1.39
Brent crude(dollars per barrel) 109 106 102 98 96 96

Source:European Commission Winter Forecasts; projections for beyond 2015 are taken from the IMF
Economic Outlook October 2013
Note: Exchange rates and oil prices (spot and futures) calculated drattie of a terday moving average to 2.
March 2014 and unchanged thereafter.
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services are projected to expand modestly in 2014 (bygust 2per cent). Servicesxports
will once again be the driving force, as patexpiry will likely continue to weigh on goods

exports, albeit not to the same extent as last year. Available data are consistent with this

analysis; valubased export data were in positive territoy January, while soft data in the
first quarter indicate that export order books remain healihyboth the manufacturing and

service sectors.

Turning to domestic developments, consumer spending is set to rebound this year following

the sharperthan-expected decline last year.

Continued employment growth will support
household income growth, while improving confidence should result in a decline in the

savings rate. In overall terms, consumer spendimdnich is by far the largest compent of

domestic demand, looks set to increase by about 2 per cent this year. The strong retail sales

figures in the opening months of this year support this assessment.
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Available data confirm that investment growth has clearly resumed and an increaszuo

15 cent is projected for this year. This is driven by byieasked growth across the three main
sub-sectors: aircraft, other machinery and equipment and building and construction. Growth
in construction activity is signalled by the pigh in housng starts, reflecting supply shortages

in certain areas, and doublgigit growth in home renovation spending in recent quarters.
Government consumption is set to decline again in line with Government fiscal policy. Finally,
import growth is set to accetate given the improvement in final demand which has a large
import-content in Ireland.

Taking all of these elements into account, GDP is projected to increase by 2.1 per cent this
year. Reduced profitability in the multinational sector as a resut@gixpiry of some patents

in the pharmachem sector is one of the factors behind the narrowing of the net factor flow
deficit over the past year or so; a continuation of this is expected this year with the result that
GNP growth is again projected to beastger than GDP, with an expansion of 2.7 per cent
projected. The balance of payments surplus will likely narrow slightly this year reflecting the
rebalancing of growth towards more domestic sources.

Table3: Macroeconomic prospects

2013 2013 2014 2015 2016 2017 2018

€Y yearon-yearper centchange
RealGDP 162,303 -0.3 2.1 2.7 3.0 3.5 3.5
Nominal GDP 164,050| 0.1 2.6 3.6 4.3 4.7 4.7
Real GNP 137,476 3.4 2.7 2.3 2.5 2.7 2.7
Components of GDP €Y yearon-year percentchange(real)
Private consumption 83,061 -1.1 2.0 1.6 1.2 1.2 1.2
Government consumptior 25,052 -0.5 -0.9 -1.6 0.0 0.0 0.0
Investment 18,385 4.2 154 12.4 7.5 7.5 6.0
Stock changes (% GDP) 492 0.3 0.3 0.3 0.3 0.3 0.2
Exports 177,142, 0.2 2.1 3.2 4.2 4.4 4.4
Imports 138,734 1.0 3.2 3.4 3.6 3.5 3.4
Contributions to real GDP growth annual percentage point contribution
Domestic demand -0.2 2.6 2.2 1.6 1.7 15
Stock changes 0.1 0.0 0.0 0.0 0.0 0.0
Net exports -0.6 -0.5 0.5 1.4 1.8 2.0
NominalaggregatesyY S I NB & (i € YAftA2Yya
GDP 164,050 168,375 174,450 181,925 190,575 199600
GNP 137,925 142,45 147050 152,700 158575 164,675

Source: 2013 CSO; 2014 to 20:®epartment of Finance.

Notes: Punding can affect totals.

The level of expenditureomponents are in current prices except for real GDP and GNP which are in co
2011 prices.

Stock changes are assumed unchanged Z¥B in nominal terms but fall as a share of GDP by the er
the forecast horizon.
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Figure 1: High frequenayndicators
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Table4: External balance

2013 2014 2015 2016 2017 2018

Current account (% of GDP) 6.6 5.8 5.2 5.3 5.3 5.3
Current account (% of GNP) 7.9 6.9 6.1 6.3 6.4 6.4
Of which: (% of GDP)

- Balance on goods and services 23.3 220 219 227 236 247
- Balance of primary incomes and transfe 16.7 16.2 168 174 183 195
Capital account 0.0 0.0 0.0 0.0 0.0 0.0
Statistical discrepancy (% of GDP) 0.8 0.8 0.8 0.8 0.7 0.7

Source2013- CSO; 2014 to 20E8®epartment of Finance.
Note: The statistical discrepancy is held constant in nominal terms but declines slightly as a share of |

2.4 Medium-term growth prospects 2012018

Mediumterm forecasts typically involve an assessment of the current imbalance between
F33INBIFGS RSYFYR YR &adzLlLX @ o0GKS 2dzi Lidzid 3 L
productive capacity. Assumptions arethmade regarding the pace at which the output gap

closes over the medium term; once galosure is achieved, growth is assumed to evolve in

line with trend. The projections in this document assume that the output gap closes around

2017 and that the potetial growth rate thereafter is of the order 3% per cént.

From a demangide perspective, growth over the 2018 period is assumed to be led by
the exporting sectors, especially once the drag from patexiry tapers off. This expert
driven growth projection is based on the critical assumption that further gains in
competitiveness are realised.

Domestic demand will contribute positively, although legacy effects of the Gigsish as the
need to continue repairing public and private balance sheeisl restrain the pace of growth

at least to some extent. An important variable on the demaide is the investmerbutput
ratio; following a number of years of undarvestment this ratio has fallen to very low levels,
both in historical and comparate terms. Investment is assumed to grow reasonably strongly
over the forecast horizon reflecting a normalisation of this ratio.

In overall terms, annual average GDP growth of 3.2 per cent is assumed over th20&L5
period. Given the assumption thakports will lead the way, and in particular the important
role that the foreigrowned sector is likely to play, the pace of GNP growth is assumed to be
somewhat lower, averaging 2.6 per cent.

31t is stressed once again that estimates of {otential growth rate of the Irish economy are subject to wide
margins of uncertainty, giveinter aliathe openness of the economy.
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Figure 2: Contribution to GDP growth
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Source: 202 ¢ C®; 20K to 2018 ¢ Department of Finance.

2.5 The labour market

The labour market recorded very strong performance in 2013yith almost all metrics
surpassing expectationgmportantly, last yeamarked the end of five years efnployment
losses. Since theough in employmentecordedin the first quarter of 2012, more than a
guarter of allemploymentlost over thecrisis hadeen regained.

Looking at developments in more detail, Quarterly National Household Survey (QNHS) data
show thatemploymentgrowth gained steady momentum &)13 progressedwith annual
growth of 3.3 per centrecorded in the fourthquarter. After adjusting for seasonal factors,

the number of people unemployed falbnsistently over the year with the unengyment

rate declining to just over 12 per cent by the fourth quart@ihisfall from a peak obver 15

per centis all the more noteworthy givethat it was accompanied bgn expanding labour
forcein 2013 thefirst annual increase in labour supply ®rtbe crisis beganClaimantcount

data (the Live Register) point to a continued fall in the unemployment rate in the first quarter
of this year.

Employment growth of 2.2 per cent is projected for 20IPhis is driven by a combination of
strong carryove from 2013, together with the improved outlook for domestic demand.
Employment growth is supported by strengthening labour demand in the services sector in
particular, and is consistent with both the outlook for services exports and trends emerging
acrossmore conjunctural PMI indicators. On the assumption of a further expansion of the
labour force, unemployment is projected to average 11.5 per cent this year.
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Employment growth averaging 2 per cqygr annum over the forecast horizon is pected,
congstent with a gradual reduction in the unemployment ra#st the same time dbour force
growth is anticipated toaccompany the improvement in employment over the forecast
horizon, tallying with evidence of proydical labour supply dynamics in Irelandith positive
labour supply dynamics in prospect, this is likely to dampen an otherwise faster decliee in th
unemployment rate.

Table5: Labour market developments
2013 | 2013 2014 2015 2016 2017 2018

('000s) % change (unless otherwise stated)
Employment 1880 | 2.4 2.2 2.0 2.0 1.9 1.9
Unemployment rate (QNHS basis) 13.0 115 105 97 8.9 8.0
Labour productivity (GDP per pers¢ 26 01 07 10 15 15
employed)
Compensation of employets 2.9 3.4 3.6 4.1 4.1 4.2
Compensation per employ&e 15 1.1 15 2.0 2.2 2.2

*Non-agriculture sector.
Source2013- CSO; 2014 to 20Pepartment of Finance.

2.6 Price developments

As measured by the Harmonised Index of Consumer Prices (HICP), inflation averaged 0.5 per
cent last year. This moderate rate was in no small part due to the absence of the energy
effect that had been so pronounced throughout 2012.

Inflationary pressures are expected to remain relatively muted once again this year. Futures
prices for oil sugest that energy prices will exert slight downward pressure on overall prices,
while exchange rate movements over the first few months of the year should also limit
external inflation pressures. The recovery in domestic demand is unlikely to result in the
emergence of any significant price pressures on the domestic front, given the amount of spare
capacity at present. Taking all of these factors into account, HICP inflation is expected to
average 0.5 per cent this year. A gradual acceleration in Hi@Roimfis assumed over the
forecast horizon on the back of a gradual pigkin domestic demand and the waning of
external factors that are currently dampening prices in Ireland.

LG aKz2dAZ R 0SS aiNBaasSR GKIG (GKS D2gSNYyYSyidiQa 32! f
unemployment rée of approximately 5 to 6 per cent) as per the 2013 Medi@nmm Economic Strategy (MTES),

this goal can be achieved with the determined implementation of appropriate Government policies. For more
detail see MTES page 18tp://mtes2020.finance.gov.ie/wgcontent/uploads/2013/12/MTES. piif
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Table6: Price developments

2013 2014 2015 2016 2017 2018

GDPdeflator 0.4

Private consumption deflator 1.6
Harmonised index of consumer prices (HIC 0.5

Export price deflator (goods and services) 0.1
Import pricedeflator (goods and services) 0.3

0.5

0.9
0.5

0.5
0.9

% change
0.9 1.2
1.1 14
0.9 14
0.9 1.2
0.8 1.2

1.2

1.6
1.6

1.2
1.2

1.2

1.6
1.6

1.2
1.2

Source2013- CSO; 2014 to 20E8®epartment of Finance.

In terms of the GDP deflatarwhich accounts for price changes in all components of demand
and, as suchis the broadest measure of price developments in the econqiary increase of

0.5 per cent is forecast for this yeafhis reflects the fact that the terms of trade effect is
projected to benegativethis year, dudn partto recent exchange rate develomnts. The
private consumption deflator is likely to record higher growth than the HICP in 2014 as well
as 2015 reflecting, in part, the impact of rising private and imputed rents on the private

consumption deflator.
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3.1 Summary

The general government deficit for 2013 is estimated atpér cent of GDP which vgithin

the EDReeilingof 7.5 per cent of GDRGrowth in tax revenueand expenditure restraint were
key contributors in achievinthe target. The 2014 Budget projecteddeficit of 4.8 per cent

of GDPfor this year; this projection remains unchanged although minor offsetting
compositional changes have been incorporated.

Turning b 2015 a deficit of under 3 per cent is forecast, ineliwith commitments under the

EDP. Thereafter, the fiscal rules require sufficient progress towards achieving a balanced
budget in structural terms by 2018. The debt ratio peaked in 2013 and will be on a downward
trajectory over the forecast horizon. Wiitregard to funding, recent issuance by the NTMA
has been at favourable rates with the majority of the 2014 funding target achieved.

3.2 Budgetary outturn 2013

The endyear outturn for 2013 was broadly in line with expectations at Budget time. Tax
revenue grew by3.2 percent YR FTAYAAaKSR G(GKS @SINI gAGKAY e€em
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estimates of 2013 nominal GDP are lower than forecast at Budget timeheSwmeadline

saving is offset to some extent by the denominator effect from lower GDP. This still results in

a 2013 deficit estimated at 7.2 per cent of GDP, comfortably inside the EDP ceiling of 7.5 per

cent of GDP.

3.3 Budgetary outlook 2014

Budgé 2014 forecast general government deficit of 4.8 per cent of GioP2014 In broad
terms, the updated projectionm this documenteaffirm this forecast despitsome changes
in the underlying composition.

In terms ofdeviation fromBudget day forecsts, in Exchequer terms, there hasen an
AYLINR @SYSy G ndlibn. VRN Sery pabitiva in cash terms, most of this does not
impact on the general government balance and relates to timing issues rather than new
windfall gains.For example, recpts from the sale of the National Lottery wepeovisionally
expectedto be received in two tranches, one late 2013 and one in 2014Becausehe
agreementwas not signed until early 2014,K S F dzillibn wél now pe received in 2014
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In general government termior 2014 K S rildah tiad been mgluded as a receipt in
Budget 2014

National debt cash interest costs this year are now projected3o bd 2 Y Smillomlowear

than estimated at the time of Budget 2014 his reduction largely reflects timing factars
includingthebuyo 01 Ay 5SOSYOoSNIunmo 2F endm oO0Aff A2Y
lower interest payments in the early part 0024 ¢ as well as a more favourable interest rate
environment generallyln general gvernment terms, interest expenditure is now projected

to be arounde200million below the Budget 2014 estimat&.he other significant deviation

from expectation is thestimatedCentral Bank surplus whichnsich higher thamnticipated

Offsetting these improvements were a series of more modest changes across a range of
issues. In overall terms, the outcome of these revised figures is that the nominal deficit is
slightly improved on that at Budget time.

Budget 2014 forecast tax revenue to increase by close to 6 per cenbyearar in 2014.
Performance througlthe first quarter 201as beerpositivewith taxes ahead of profile by

€ H pillion (2.9 per cent) which represents ayeam-& S NJ A Yy ONBillich 8.7peF e n mp
cent). Looking at the individual tdeeads, of particular note is the strong performance of

income tax, the largest tax head, on the back oéeovering labour market. Plermance in

the first three months of the year is encouraging and gives confidéretethe forecastfor
taxrevenue growthfor 2014will be achieved

Turning to the spending side, the Revised Estimates for Public Services 2014 (REV), which was
published in December 2013, set out the detailed allocations for all Government
Departments. The 2014 estimate for total grosstedS E LISy RA (i dzNB THisds 2@ po 0 A
per cent below the 2013 provisional outturn figule.S i @2 i SR SELISY RA (i dzZNB 1
billion is 4 per cent lower than in 201Expenditure by all Departments wibntinue tobe

monitored closely against their detailed monthly gross and net profiles.
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increased revenue frorRRSI, receipts to the Social Insurance Fund and the National Training

Fund were 7.2 per cent ahead of profile for the first quartdet voted expenditure up to the
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per cent) below the estimate profile.

3.4 Transition from the deficit for 2013 to the deficit for 2014

The first official estimatef the general government deficit and debt for 2013 is made by the
Central Statistics Office (CSO). This report shows the deficit at 7.2 per cent of GDP in 2013.
¢CKS 5SLINIYSYld 2F CAYylLyOSQa F2NBOFald 2F GKS
Figue 3 details the transition from the deficit for 2013 to the deficit for 2014. The diagram
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accounts to achieve a deficit in 2014 within the EDP ceiling of 5.1 peot&DP.
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Hgure 3: Transibn from 2013to 2014general government deficit
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Diagram not drawn to scale

The diagram starts with the 201gneral government deficit of 7.@er cent of GDP. All further adjustmen

show the difference betweeB014 and 2013 items to arrive at the 20déficit. A negative adjustment lower

and improves the deficit while a positive adjustment has the opposite effect.

The diagram shows changes on a general government basis.

1 With 2.6 per cent yeaon-year nominalGDP growth there is an improvement to the deficit ratio

about 0.2 per cent.

1 General governmentatxes for 2014 are scheduled to e H @illion better than were ollected in
Hnmo @ [ Shkilkon af Kis igcreaseis due to new measures introducethnBudget as wel
as carryover from previous Budgetsth the remainder of increased taxes due to the impact
economic growth.

Expend ( dzNB & I @A y 3 abillighSnlerd aizhdBriced & Budgem201.

f Bank guarantee pagput and incomet | & Y Sy {.&billianfwere required to be made by th
Minister for Finance last year under bank guarantee schemes resulting from the liquidation o
in February 2013. Some further minor payments will be required in 2014. This results in a de
inexpensefryY Hnamo G2 bhiliomn 2F emdn
Also in February 2013, the Minister for Finance announced that the end of the eligible liat
guarantee(ELG) schem@h&a NB & dzf G & A y billion RiBcometothie Stat@ betweem th
two years.

1 ¢ K S NBS3bhlian fuetrerdinterest payable in 2014 than in 2013.

9 Among the other effects is the sale of state asset&013¢€0.7 hllion accrued to the State as a rest
of revenue from the sales of mobile phone liceacE Ay HAamn I i K Slliog fioin thé&
sale of the licence to run the national lottery.

Source: Department of Finance
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Table7: Budgetary projections 203-2018
2013 2014 2015 2016 2017 2018

CURRENT BUDGET

Expenditure €Y €Y €Y €Y €Y €Y
Gross Voted CurreriExpenditure 51,080 49,605 48,250 48,300 48350 48400
Non-Voted (Central Fund) Expenditure 11,105 10,535 11,060 11,610 11,630 12,085
Gross Current Expenditure 62,185 60,140 59,310 59,910 59,980 60,485
less Expenditure Receipts and Balanc 11,080 11,220 11,580 11,925 12,275 12,645
Net Current Expenditure 51,105 48,920 47,730 47,985 47,705 47,840
Receipts

Tax Revenue 37,805 40,040 42,135 43,860 45,850 48,115
NonTax Revenue 2675 2285 1890 1,615 1,225 1,195
Net Current Revenue 40,480 42,325 44,025 45,475 47,075 49,310
CURRENT BUDGET BALANCE -10,625 -6,595 -3,705 -2,510 -630 1,470

CAPITAL BUDGET
Expenditure

Gross Voted Capital 3,420 3,335 3,250 3,255 3,255 3,255
NonVoted Expenditure 2,010 1,190 930 1,020 890 890
Gross Capital Expenditure 5430 4,525 4,180 4,275 4,145 4,145
less Capital Receipts 350 335 335 340 340 340
Net Capital Expenditure 5,080 4,190 3,845 3935 3,805 3,805
Capital Resources 4205 2,090 1,615 3585 1,625 1,625
CAPITAL BUDGET BALANCE -875 -2,100 -2,230 -350 -2,180 -2,180
EXCHEQUER BALANCE -11,505 -8,700 -5,935 -2,865 -2,815 -705

GENERAL GOVERNMENT BALANC| -11,780 -8,090 -5,235 -4,050 -2,265 -85
% of GDP -7.2 -4.8 -3.0 -2.2 -1.2 0.0

UNDERLYING GENERAL GOVERNT?
BALANCE -11,755 -8,040 -5,135 -3,950 -2,265 -85

% of GDP -7.2 -4.8 -2.9 -2.2 -1.2 0.0

UNDERLYING GENERAL GOVERN
PRIMARY BALANCE
% of GDP -2.5 0.0 1.9 2.7 3.7 4.8
SourceDepartment of Finance
Note: The levels of expenditure and taxation in 2@08.8 will be subject to Government polidgcisions

and the overarching policy objective of reaching the MTO of a balanced budget in structural term
The underlying balance: the nkending of general government adjusted for the effecfinfncial measures.

-4,075 -75 3,315 4,885 6,985 9,485
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Figure4: Developments in theublic finances

Exchequer tax receipts Expected 2014 Exchequer revenue

_ 12% 40

10 - 7'y
0 : | ' ' !
* v » o = Stamps Income Tax
2014
@ 2014 outturn 2013 outturn Corporation Tax = VAT

Tax Revenue Profile - 2014 = Local property tax = Customs, CGT, CAT

m Excise Duty

3.5 Budgetary outlook 2012018

The fiscal outlook for 2015 remains broadly unchanged from that set out in Budget 2014, with

the Government committed to introducing the necessary tax and expenditure measures to

bring the deficit below the 3 per cent of GDP deficit targethsy end of2015, as set out in

the Excessive Deficit Procedure. On present estimates, this should be achieved with the
LINBOA2dzat & | yy2dzy OSR LI O 3S difion.(Hbwevek, fieR S E LIS
actual consolidation effort required to meet the defiabjective will be based on the most
up-to-date economic and fiscal data on Budget d@fie specific measures will be announced

in the Budget in October 2014, amdll take on board the conclusions of the Comprehensive

Review of Expenditure (CRE) and othiegoing reviews.
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