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Birds-eye view

• The economy entered this year in a strong position

- Labour market resilience has supported the domestic economy

• Significant increase in global economic uncertainty

• Underlying growth to remain solid but moderate due to: 

 (1) cyclical factors: positive output gap closes from above

 (2) downward revisions reflecting increased uncertainty

• Risks firmly tilted to downside – mainly external in origin

Key assumptions

• Baseline scenario = across the board tariffs not introduced

      - complemented with ‘tariff’ scenario

• Fiscal = carryover in 2025 and MTP from 2026-2030
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Uncertainty a key headwind facing Irish economy

Uncertainty = already weighing on world demandTrade policy uncertainty index = all-time high
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• Some ‘front-loading’ possible

 - stock-piling in advance of tariffs

 - temporary

• Uncertainty holds back investment

 - corporate ‘wait-and-see’ approach

 - knock-on implications for future exports

 

• Uncertainty holds back consumption

 - precautionary saving 
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Global backdrop
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Global GDP outlook = trading partner growth to remain subdued amid heightened uncertainty

5-year ahead global GDP forecasts, per centGDP growth forecasts 2025-2026, per cent

Source: a) OECD Economic Outlook, March 2025
b) IMF World Economic Outlook, October 2024
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Rebound in US, sluggish EA and UK

Source: a), b) &c) Macrobond

US GDP UK GDP Euro area GDP
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Significant developments in the external environment 

• High frequency indicators point to downturn/risk of recession in the US

 

• Stagnant euro area growth but potential upside from c. €1tn fiscal package 

- €500bn defence 

- €500bn infrastructure 

• Stimulus in China presents upside potential for global growth
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External assumptions

Government Financing Costs
Euro Area Yield Curve, All Bonds

Monetary Policy
ECB Deposit Facility Rate
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External assumptions

Dollar
USD per EUR

Sterling Exchange Rate 
GBP per EUR
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External assumptions

Wholesale Gas Prices
UK NBPI, €

Oil Prices
Brent crude, €
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Volatility in Global Commodity Prices

Wholesale Gas Prices
UK NBPI,  £ GBP

Oil Prices
Brent crude, $ USD 
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Short-run demand side
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Revisions to Energy and Core Services Inflation

Core Services down, but remains elevated
HICP Core Services Inflation

Upward revision reflecting commodities, policy 
HICP Energy Inflation
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Mixed picture for consumption last year 
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Quarterly consumption growth
 Q-o-Q growth 

Personal consumption deflator vs HICP

Uncertainty expected to weigh on consumption 
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Building and construction investment strong over the medium term 
Compositional factors reflected in the forecasts Different Methodological Approaches 
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Core M&E acting as a drag on investment 

Modified Investment Contribution ChartCore M&E investment below long term average, per cent GNI*
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Downward revision to MDD -  primarily reflecting weaker consumption 

Net Expenditure by Govt., 2019Q4 = 100 MDD Contribution Chart
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Preliminary attempt to incorporate green transition in macros 
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Labour Market
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Labour force growth supported by continued inward migration flows

Net migration the primary driver of the labour force
Thousands

Source: CSO, Department of Finance

Labour force revised upwards 
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Employment growth to moderate; unemployment to increase but remain low

Unemployment rate

 Per cent

Employment
Thousands

Source: CSO, Department of Finance
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Robust wage growth as labour market remains relatively tight

Contributions to COE growth

 per cent change

Stagnation in higher paid MNC employment

Source: CSO, Department of Finance
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Incomes and savings

Source: CSO, Department of Finance

Household saving rate normalises Change in Real Gross Disposable Income 

8

10

12

14

16

18

20

22

24

26

28

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

Household savings rate Pre-pandemic average (2015-2019)

projections

-15

-10

-5

0

5

10

15

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

labour capital income

net cash transfers PCD

Depreciation Gross disposable income

projections

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9

1

-15

-10

-5

0

5

10

15

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

labour capital income net cash transfers

Depreciation PCD Gross disposable income

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

0.8

0.9

1

8

10

12

14

16

18

20

22

24

26

28

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

2
0

2
7

2
0

2
8

2
0

2
9

2
0

3
0

HH savings rate Pre-pandemic average (2015-2019)



27  An Roinn Airgeadais | Department of Finance

External developments and GNI*
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Export growth revised down from 2026 

Source: CSO & DoF projections

Export models, % Total export growth, contribution to y/y % change 
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Modified import growth driven by MDD and Exports

Modified imports growth forecast

 y/y % change

Source: CSO & DoF projections
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GNI* in 2024

• Estimated GNI* growth of 4.1 per cent 

(7.1 nominal) for 2024.

• However - QNA outturns imply very weak 

GNI* growth for 2024

• Stocks having significant impact on GNI*

• Would require implausible CA* (~11% of 

GNI*) to give sensible estimate of GNI*

     

Contributions to nominal GNI* growth 2024 %
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GNI*: contribution from residual turns negative over forecast horizon

Real GNI* growth, contribution to y/y % change 

Source: DoF projections.

Modified current account, % of GNI* 
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Supply side
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Output Gap Positive But Closing
Multivariate Kalman Filter Method (GNI*)

Potential Output Growth
Year-on-year growth

Domestic output gap
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Long-term growth decomposition graphs

Growth in GNI* levels decompositionGrowth in GNI* per Capita decomposition
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2024 2025 2026 2027 2028 2029 2030

GDP 1.2 4.1 3.4 3.4 3.4 3.4 3.4

Modified Domestic Demand 2.7 2.5 2.8 2.8 2.8 2.7 2.7

GNI* 4.1 2.7 2.5 2.4 2.3 2.2 2.2

Consumer spending 2.3 2.8 2.5 2.6 2.6 2.3 2.4

Exports 11.8 2.3 3.4 3.4 3.4 3.3 3.3

Employment 2.7 2.0 1.5 1.2 0.9 0.8 0.7

Unemployment (rate) 4.3 4.2 4.5 4.6 4.7 4.7 4.7

Inflation (HICP) 1.3 2.0 2.1 2.0 2.0 2.0 2.0

APR 2025 forecasts
Annual per cent change unless stated  
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upside downside

n
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r-

te
rm

Net inward migration – boost demand and supply Implementation of transatlantic tariffs 

Higher capital spending geo-economic tensions / global fragmentation 

Stronger growth in euro area 

(€1tn package= €500bn defence / €500bn infrastructure) 
Energy / Commodity price shocks

Negotiated settlement Loss of competitiveness

m
e
d

iu
m

-t
e
rm

Digitalisation / Artificial Intelligence Digitalisation / Artificial Intelligence

Climate-driven economic disruption

Risk matrix: risks = heavily tilted to the downside and mainly external 
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Risk Scenario: Tariffs
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Methodology

• Two-step modelling approach:

1) NiGEM: Impact on world economy

2) COSMO: Effect on Ireland

• APR focuses on two scenarios from the paper:

1) 10% Bilateral tariffs between US and ROW

2) 25% Bilateral tariffs between US and EU
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Significant negative impact on GDP and exports

Impact on GDP: per cent deviation from baselineImpact on exports: per cent deviation from baseline
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Domestic economy hit by second round effects

Impact on MDD: per cent deviation from baselineImpact on employment: per cent deviation from baseline
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Disclaimer and other information: 

The forecasts in this presentation are those of the Department of Finance.

Outturn data are sourced from a variety of sources including the Department of Finance, Central Statistics Office, European Commission (AMECO)  

and Central Bank of Ireland.

For the latest publications follow the Department of Finance on social media: 

                                                                                                                           

@IRLDeptFinance Department of Finance Ireland

https://twitter.com/IRLDeptFinance https://ie.linkedin.com/company/irldeptfinance
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