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SUMMARY!

> Public debt in Ireland is estimated at €223 billion at the end of last year; at end-2019,
before the pandemic, public debt amounted to €203 billion (figure 1a).

> Relative to modified gross national income (GNI*), public debt amounted to 76 per cent
last year, a 90 percentage point reduction relative to its peak in 2012 (figure 1b).

> Net debt stood at an estimated 63 per cent of national income at the end of last year; if
the Irish Strategic Investment Fund (ISIF) financial assets were fully incorporated, the net
position would be further improved.

> At just over €42,000 per person, Ireland has one of the highest gross public debt levels in
the world.

> Structural features of Irish public debt —the vast majority of debt is locked-in at fixed rates
and the average maturity profile is relatively long — have helped insulate the public
finances from the changing interest rate environment in the short-term (figure 2a).

> Nevertheless, around one-third of outstanding medium- and long-term debt instruments
are due to mature over the next five years; most of the bonds maturing over this period
carry relatively low coupons, having been issued during a period in which the eurosystem
was back-stopping sovereign debt issuance (figure 2b).

> If rolled-over, new debt instruments will — in all likelihood — carry a higher coupon than
the maturing bonds; in other words, borrowing costs will almost certainly be higher.

> Beyond the short-term, structural economic changes (the “4Ds”: shifting demographics,
decarbonisation, digitalisation and de-globalisation) pose significant challenges for the
public finances, by adversely affecting both the interest rate and the growth rate (figure
3).

> While it is likely that the debt-income ratio will continue to fall over the short-term,
structural factors will put significant upward pressure on the public finances over the
coming decades, leading to increases in the debt ratio over the long-term (figure 4a).

> The public finances remain vulnerable to a shock to corporation tax (CT) receipts. Analysis
suggests if CT receipts disappear immediately, this would add 13 pp onto the debt ratio
by 2030 (figure 4b). Long-term, a shock which has a permanent, structural impact on
potential growth will make structural challenges far more difficult to address.

> With large volumes of (global) sovereign debt issuance expected in the coming years, the
guestion arises as to how this will be absorbed, especially with central banks in advanced
economies reducing their footprint in sovereign debt markets.

! The data and analysis set out in this document are compiled by Department of Finance staff. Every effort is
made to ensure accuracy and completeness. If errors are discovered, corrections and revisions are incorporated
into the digital edition available on the Department’s website. Any substantive change is detailed in the online
version. Data presented are as end of December 2023.Baseline scenario refers to the medium-term projections
set out by the Department in its autumn 2023 forecasts.
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Government debt — SWOT analysis

Strengths

maturity profile
low interest burden

VEELGESES Opportunities
core inflation 'sticky' supply-side reforms structural shift in
interest rates
corporation tax physical investment -
concentration NDP : :
a 'risk-off' episode

bulk of debt at fixed
rates
strong growth
potential

Source: Department of Finance.
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Table 1: Public debt — key metrics 2019-2026 under baseline scenario
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2019 2020 2021 2022 2023 2024 2025 2026
Gross nominal debt, € bn 203.4 217.9 236.1 224.8 222.7 222.2 219.4 217.1
Gross debt-to-GNI*, per cent 96.7 107.4 101.2 82.3 76.1 72.3 68.4 64.8
Per capita, € 41,000 43,300 46,500 43,350 42,200 41,600 40,700 39,900
EDP assets, per cent GNI* 13.8 15.7 18.5 13.4 13.1 9.0 8.3 7.4
Net nominal debt, € bn 174.3 186.0 193.0 188.1 184.3 194.5 192.9 192.2
Net debt-to-GNI*, per cent 82.8 91.7 82.7 68.9 63.0 63.3 60.1 57.4
National net debt, per cent® 82.8 91.7 82.7 68.9 60.9 60.0 54.9 50.3

A This is a broader measure than the EDP debt instrument assets that includes fund assets — Future Ireland Fund (FIF) and the Infrastructure, Climate and Nature Fund (ICNF) — that can consist of

equity investments.
Source: CSO, Department of Finance and NTMA.
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Figure 1: Evolution of public debt in Ireland over a quarter of a century

A: Gross public debt, € billions B: Debt as a share of national income, per cent
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Figure 2: Structural aspects of debt

A: Gross national debt by interest rate at end-December B: Maturity profile of Ireland’s medium- and long-term debt
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Figure 3: Impact of structural challenges on debt dynamics

Demographic change

Negative impact on labour force & reduced
savings pool

Higher age-related public expenditure

Digitalisation

Higher productivity (capital deepening)
Labour market displacement

Increased tax revenues through higher
productivity

Source: Department of Finance.
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Decarbonisation

Financing green investment, labour market
displacement & reduced tax revenues

Shift from ‘brown’ to ‘green’” economy

De-globalisation

Slower productivity growth & higher
interest rates (dwindling of global
savings pot)

Reduced tax revenues through slower
productivity
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Figure 4: Debt sustainability analysis
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A: Contribution to change in debt for euro area (2000-2024), pp
90

85

80

75

70

65

86 per cent

60

76 per cent

55

50

56 per cent

45

40

€¢0¢
ST
Lc0¢
6¢0¢
TEOC
€e0c
11014
LEOC
6€0¢
Tv0c
evoc
174014
L¥0c
670¢

Source: Department of Finance.

B: Budget balances over time, per cent of GDP
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Source: Department of Finance.
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