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Birds-eye view

Key exogenous changes since Budget

• Foreign demand: deteriorated since autumn

• Energy prices: further easing in wholesale gas prices 

• Monetary policy: market expectation of interest rate reductions (beginning mid-2024) 

Key policy assumptions

• Public sector pay deal comes into effect

• Ukraine expenditure continues into 2025 

• National Children's Hospital completed in Q4 2024 

• Impact from auto-enrolment beginning in 2025 
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Near-term outlook – in a nutshell

• MDD: sideways from Q3 2022

• Early-2024 = turning point

- cyclical headwinds beginning to fade

- consumer spending, investment, exports

• Upward trajectory = modest / steady rather than rapid / steep

• Pass-through of wholesale energy price reductions to retail

- driving down headline inflation 

• Real wage growth moves into positive territory

- supports growth in consumer spending 

• Employment growth initially in line with demand 

- subsequently constrained by supply

• Exports to rebound gradually following post-Covid adjustment
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Global backdrop
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Interest rates remain high as inflation eases

Source: a), b) &c) Macrobond
US & UK inflation = CPI; Euro area inflation = HICP

US, per cent UK, per cent Euro area, per cent
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Commodity prices: sharp decrease in gas prices since Budget forecasts, oil down marginally

Wholesale oil prices ($ per barrel)Wholesale gas prices (£ per therm)

Source: a) & b) Macrobond
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Heterogeneous demand in Ireland’s main export markets

In all cases: pre-pandemic trend = 2015q1-2019q4
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Global outlook = slightly less pessimistic, though global trade revised down

Market expectation of interest rate cuts in H2 2024 GDP growth in MTPs in 2024: October vs January

Source: a) IMF World Economic Outlook, January 2024 b) Macrobond
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Short-run demand side
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Headline inflation to decline more rapidly than previously anticipated
- with base effects causing volatility on quarterly basis

Headline HICP, y/y per cent changeHeadline HICP, level  
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Core inflation to decline more rapidly than previously anticipated
- albeit more slowly than headline

Core HICP, y/y per cent changeCore HICP, level  
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HICP forecasts down since Budget 2024, reflecting energy and NEIG developments

2024 change in contributions, energy and 

NEIG driving downward revisions, pp 
HICP inflation contributions, pp
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NEIG forecasts significantly down on Budget 2024

NEIG, y/y per cent changeNEIG, levels
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Personal Consumption Deflator vs HICP

HICP vs PCD, per cent change PCD wedge (PCD minus HICP), pp
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Modest growth in consumer spending in Q1 2024

Retail sales & services index, 3-mth average growth

Source: a) CSO, CBI b) Credit union
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Real PCE SPU 2024, 2019Q4=100 Real PCE, q/q change 

Consumer spending boosted in H2 2024 by the pick-up in real wages
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Housing investment – upward revision following 2023 outturn

Housing commencements, 12mrs Housing completions forecast 
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‘Normalisation’ of M&E acting as a drag on investment 

Modified Investment: contribution, ppCore M&E investment, €mn constant prices
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Downward revision to MDD - weaker consumption and investment 

Real MDD growth, Q/Q growth MDD: contribution, pp
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Labour Market
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Structural factors in part explain increase in female participation and decline in average hours

Average hours remain below pre-pandemic levels, 2015q1=100
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Labour market remains tight though some tentative signs of easing in recent quarters

Philips curveUnemployment rate stable despite declining vacancies
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Supply side: Labour force growth supported by continued inward migration flows this year

Labour force, 000Non-Irish PPSN issuances remain robust
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Employment growth to moderate in line with demand conditions, supply a constraint from 2025

Unemployment rate, per centEmployment, 000

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

Real pay per head, index 2019=100Contributions to COE growth, per cent change

Source: CSO, Department of Finance
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Income and savings

Normalisation of household saving rate, per cent Change in Real Gross Disposable Income, per cent
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External trade and modified GNI
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Tentative signs of goods exports decline having bottomed out

Export outturns seasonally-adjusted €mns Merchandise exports, contribution to 3mma annual % change 
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Export growth to rebound in 2024 driven by services

Globalisation-related goods exports scenarios, €mns 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 per cent change Modified import share of modified final demand, per cent
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GNI* driven by growth in MDD and CA* to remain elevated

Real GNI* growth, contribution to y/y per cent change Modified current account, per cent of GNI*
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Supply-side and output gap estimates
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Output Gap Small But Positive [GNI* (Multivariate Kalman Filter Method)]

Domestic potential output growth, per cent Domestic output gap, per cent
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Robustness Check Also Shows Slightly Positive OG [GNI* (Borio Models)]

Domestic potential output growth, per cent Domestic output gap, per cent
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2023 2024 2025 2026 2027

GDP -3.2 2.6 3.9 3.5 3.6

Modified Domestic Demand 0.5 1.9 2.3 2.9 2.9

GNI* 1.8 2.0 1.9 2.4 2.4

Consumer spending 3.1 2.4 3.1 2.8 2.7

Exports -4.8 2.8 4.6 3.9 3.9

Employment 3.5 1.9 1.5 1.5 1.1

Unemployment (rate) 4.3 4.6 4.7 4.7 4.7

Inflation (HICP) 5.2 2.1 2.0 1.9 1.9

SPU 2024 forecasts, annual per cent change unless stated  
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upside Downside

n
e

a
r-

te
rm

Stronger MNC performance Stickier ‘core’ inflation

Unwinding of ‘excess’ savings Escalation of war / geo-economic tensions

Net inward migration – boost demand and supply Energy / commodity price shocks

Sudden shift in monetary policy Financial sector – credit disruption/feedback loops

m
e
d

iu
m

-t
e
rm

Digitalisation / Artificial Intelligence Digitalisation / Artificial Intelligence

Polarisation of global economy / near-shoring

Climate-driven economic disruption

Risk matrix: risks = two-sided but tilted to the downside
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Disclaimerand other information:

The forecasts in this presentationare those of the Departmentof Finance.

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

CentralBank of Ireland.

For the latestpublications followthe Department of Finance on socialmedia:

@IRLDeptFinance Department of Finance Ireland

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


