
Economic and fiscal outlook
John McCarthy, Department of Finance
22 May 2017



External environment generally supportive though highly uncertain...

2

40

42

44

46

48

50

52

54

56

58

60

-0.4

-0.2

0

0.2

0.4

0.6

0.8

1

1.2

1.4

Q1Q2Q3Q4Q1Q2Q3Q4Q1Q2Q3Q4Q1

2014 2015 2016 2017

q
-o

-q
 %

 c
h

an
ge

US (GDP=lhs; PMI=rhs)

40

42

44

46

48

50

52

54

56

58

60

-0.4

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

1.2

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

2014 2015 2016 2017

UK (GDP=lhs; PMI=rhs)

40

42

44

46

48

50

52

54

56

58

60

-0.4

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

1.2

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1

2014 2015 2016 2017

In
d

ex

EA (GDP =lhs, PMI = rhs)



2016 2017 2018

External GDP growth 

United Kingdom 1.8 1.8 1.3

Euro Area 1.8 1.7 1.8

United States 1.6 2.2 2.3

Technical Assumptions

Euro-dollar exchange rate 1.11 1.06* 1.06*

Euro-sterling exchange rate 0.82 0.87* 0.87*

Brent crude (dollars per barrel) 45 55 56

Source: European Commission, May 2017

f: forecast value

* technical assumption of unchanged levels from those at mid-April.

External assumptions…

f ff
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Strong growth in H2 driving momentum into 2017…
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Central scenario is for solid GDP growth in the short-term…
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Exports strong but nearly half due to “contract manufacturing”…

6

-20,000

0

20,000

40,000

60,000

80,000

100,000

120,000

140,000

160,000

180,000

2
0

0
8

Q
4

2
0

0
9

Q
1

2
0

0
9

Q
2

2
0

0
9

Q
3

2
0

0
9

Q
4

2
0

1
0

Q
1

2
0

1
0

Q
2

2
0

1
0

Q
3

2
0

1
0

Q
4

2
0

1
1

Q
1

2
0

1
1

Q
2

2
0

1
1

Q
3

2
0

1
1

Q
4

2
0

1
2

Q
1

2
0

1
2

Q
2

2
0

1
2

Q
3

2
0

1
2

Q
4

2
0

1
3

Q
1

2
0

1
3

Q
2

2
0

1
3

Q
3

2
0

1
3

Q
4

2
0

1
4

Q
1

2
0

1
4

Q
2

2
0

1
4

Q
3

2
0

1
4

Q
4

2
0

1
5

Q
1

2
0

1
5

Q
2

2
0

1
5

Q
3

2
0

1
5

Q
4

2
0

1
6

Q
1

2
0

1
6

Q
2

2
0

1
6

Q
3

2
0

1
6

Q
4

€
m

ill
io

n
s

cumulative change in exports (nominal) since end-2008 [4q sum]

X-goods_non pharma

X-pharma

X-contract manufacturing

X-services

X-G&S



Growth yielding a dividend in the labour market…
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Still running a deficit in 2017 and tax receipts behind profile…
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Government policy to achieve balanced budget (structural) in 2018…
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Public debt remains elevated…

11

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0

18.0

20.0

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

debt interest-to-revenue ratio

shaded area shows the second and third quintiles for the EU28
green line shows the evolution of the Irish position



Short-term risks – firmly tilted to the downside, mainly external…
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“Brexit” impact could be severe…
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• Economy performing well
- GDP / GNP distorted

labour market trends = best barometer at present

• Highly uncertain short- and medium-term outlook
- “Brexit” ------- future EU-UK trading relationship?

- policy uncertainty in the US

continued growth cannot be taken for granted

• Policy requirements
- need to remain competitive

: adjustment more difficult in monetary union

- address supply-side bottlenecks

- achieve balanced budget (MTO) in 2018

- reduce public debt

: cushion future shocks

: reduce vulnerabilities

In summary…
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Year-on-year  % change 2016 2017 2018 2019 2020 2021

GDP 5.2 4.3 3.7 3.1 2.7 2.5
GNP 9.0 4.2 3.5 2.8 2.3 2.1
Nominal GDP 3.9 5.5 5.0 4.6 4.4 4.2

Personal Consumption 3.0 2.8 2.7 2.5 2.2 2.0
Govt Consumption 5.3 2.6 2.1 2.0 1.9 1.8

Investment 45.5 -17.1 5.4 4.3 3.3 2.9

Exports 2.4 5.0 5.1 4.2 3.9 3.8
Imports 10.3 -2.0 5.3 4.5 4.2 4.0

HICP -0.2 0.6 1.2 1.8 1.9 1.9
GDP Deflator -1.2 1.2 1.3 1.5 1.7 1.7

Employment 2.9 2.7 2.4 1.9 1.5 1.4

Unemployment (rate) 7.9 6.4 5.8 5.5 5.5 5.5

Contributions to growth  (p.p.)

Domestic Demand 11.3 -3.7 2.5 2.1 1.8 1.6
Change in Stocks 0.3 0.0 0.0 0.0 0.0 0.0

Net Exports -6.5 8.0 1.2 1.0 0.9 0.8
Underlying Domestic Demand (inc. stocks) 2.2 2.3 2.3 1.9 1.6 1.4
Underlying Net Exports 2.9 2.1 1.4 1.1 1.1 1.0

Annex 1: Macroeconomic Outlook as set out in Stability Programme
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€ bns 2018 2019 2020 2021

Gross fiscal space 1.8 3.2 3.5 3.6

Pre-commitments 0.6 0.6 0.7 0.8

Net fiscal space * 1.2 2.7 2.7 2.7

Annex 2: Fiscal space (as per Budget 2017) – to be updated in SES
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*carry-over effects impact on 2018 figure


