
 

New Street in Regional Road, 
Msida, Malta 

T: +356 2247 9200 

Fax: +356 2247 9219 
info@mfac.org.mt 

www.mfac.org.mt 

 

 

 

 

                                                                                                                            

                                                                                                      

 

                                                                                                       17 October 2022 

 
 
 
The Hon Mr Clyde Caruana B.Com. (Hons) Economics, M.A. Economics 
Minister for Finance and Employment 
30, Maison Demandols, 
South Street, 
Valletta, VLT 1102. 
 

 

Dear Minister, 

 

 

ASSESSMENT OF THE MACROECONOMIC FORECASTS CONTAINED 

IN THE DRAFT BUDGETARY PLAN 2023   

 

 

The Malta Fiscal Advisory Council (MFAC) has an obligation under Article 13 of the 

Fiscal Responsibility Act to endorse, as it considers appropriate, the macroeconomic 

forecasts prepared by the Ministry for Finance and Employment as part of the Draft 

Budgetary Plan. Accordingly, the Ministry forwarded to the Council the macroeconomic 

forecasts on 13 October 2022 (see Appendix 1). These forecasts update the 

macroeconomic outlook published by the Ministry and endorsed by the Council in April 

2022 as part of the Update of the Stability Programme. The cut-off date for these 

macroeconomic projections is 22 September 2022. 

 

The Council notes that since the publication of Malta’s Update of the Stability 

Programme in April of this year, the international economic environment has remained 

weak and characterised by high uncertainty. The geopolitical conflict between Russia 

and Ukraine, the growing risks of stagflation, the soaring debt levels, the supply-chain 

disruptions ensuing from the Covid-19 pandemic, global warming and climate change, 

and rising social instability, represent a major headwind to global economic growth; it 

is no surprise that the International Monetary Fund described the above scenario as a 

‘perfect long storm’.  
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The Fiscal Council reviewed the plausibility of the assumptions employed by the 

Ministry in the latest forecast round. Discussions were held with the Ministry’s senior 

officials to examine the drivers underpinning the updated macroeconomic outlook and 

the factors contributing to the revisions from the previous forecast vintage. The 

macroeconomic forecasts were further assessed in light of the available market 

information and statistical data and compared to those prepared by independent 

institutions. In its assessment, the Council acknowledges the significant challenges 

involved in the preparation of macroeconomic forecasts, especially at a time of 

elevated uncertainty. 

 

In 2022, the Ministry for Finance and Employment is expecting real GDP to grow by 

6.0%, following the strong rebound of 10.3% in 2021 from the contraction experienced 

in 2020 due to the pandemic. Economic growth is anticipated to remain positive but 

expand by a more subdued rate of 3.5% in 2023. Domestic demand is anticipated to 

be the main driver of real GDP growth in both 2022 and 2023, contributing 4.4 

percentage points and 2.5 percentage points, respectively. The expected contribution 

to growth from net exports is positive in both forecast years at 1.8 percentage points 

in 2022 and 0.9 percentage points in 2023. The contribution to growth from inventories 

is assumed to be marginally negative in 2022, whereas in 2023, they exert no material 

impact on growth. 

 

In 2022, all GDP expenditure components are expected to grow apart from gross fixed 

capital formation, which following an increase of 17.3% recorded a year earlier, is now 

anticipated to record a declining growth of 6.8%. Government consumption 

expenditure is anticipated to expand fastest, up by 11.7% from the previous year. 

Private final consumption expenditure is expected to increase by 8.0% this year on the 

back of a strong labour market and moderate increases in compensation per 

employee, amid inflationary pressures. Exports are prospected to grow by 5.7% in 

2022. Despite the weakening in the international economic environment, the Ministry 

explained that during the first half of the year, a number of key sectors in the Maltese 

economy managed to attain export market shares relative to their European 

counterparts and is expected to remain the case for the second half of the year. The 

developments in domestic and external demand in turn, raise imports by 4.9% in 2022. 

 



 

In 2023, investment is expected to grow by 5.9%, following a decline in the previous 

year. On the other hand, the trajectory for both private consumption and exports 

indicates a more subdued growth of 4.0% and 2.5%, respectively, in 2023. Meanwhile, 

fiscal consolidation efforts are expected to lead to declining growth in government 

consumption of 2.4%. Imports are expected to increase by 2.0% on the back of 

developments in domestic and external demand.  

 

Economic growth is expected to remain rather job-rich, and as a result, employment 

growth is forecast to remain sustained, albeit slower than in pre-pandemic years. The 

unemployment rate is expected to remain relatively low at 3.1% in both 2022 and 2023. 

Heightened inflationary pressures are expected in 2022. In 2023, inflation is expected 

to decelerate but remain alleviated over the price stability threshold defined by the 

European Central Bank. 

 

The Fiscal Council notes that the official real GDP growth forecast for 2022 has been 

revised upwards compared to the Update of Stability Programme, while the forecast 

for 2023 has been marginally lowered. The outlook for both 2022 and 2023 adequately 

factors the macroeconomic information available to date and the government fiscal 

plans for this period. The outlook for GDP growth across the forecast horizon broadly 

matches the profile indicated in the forecasts published by independent institutions by 

the date of this letter. 

 

In its assessment, the Council opines that the forecast for real GDP growth in 2022 is 

plausible. In its assessment, the Fiscal Council opines that the balance of risks across 

the forecast horizon is on the upside, which risk is higher for 2023, though 

acknowledging a prudence stance given that these forecasts serve as the basis for the 

fiscal forecasts. 

 

The Council received the preliminary macroeconomic projections from the Ministry on 

13 October 2022, whilst a final set of forecasts was presented to the Council on 15 

October. Considering the cut-off date assumed for these projections, the Council urges 

the Ministry officials to submit their projections in future as early as possible to provide 

ample time to process the information.  

 



 

Nonetheless, the Council is satisfied with the background information and clarifications 

provided by the Ministry which were required to assess and verify the internal 

consistency of the forecasts. The MFAC reiterates the caveat that in view of the current 

circumstances in the global economy, the macroeconomic outlook remains very 

sensitive to the assumptions employed. In particular, the outlook is conditional on 

developments surrounding the key sectors in the Maltese economy, such as tourism, 

remote gaming, and financial services, performing in line with current expectations, as 

well as the materialisation of the fiscal plans which underpin the Draft Budgetary Plan.  

 

Based on the information available to the Malta Fiscal Advisory Council by the 

date of this letter, and after taking due consideration of the uncertainty inherent 

in macroeconomic forecasts at a time when the economy is recovering from the 

COVID-19 pandemic and concomitantly, the Russia-Ukraine conflict is stifling 

global economic recovery, the Council considers the full set of macroeconomic 

forecasts for 2022 and 2023 prepared by the Ministry for Finance and 

Employment as part of the Draft Budgetary Plan 2023 to lie within its endorsable 

range.  

 

A detailed assessment of the macroeconomic forecasts carried out by the MFAC to 

support its endorsement decision will be published in the Council’s forthcoming Report.   

 

Yours sincerely, 

 

 

 
 

John Cassar White 

Chairman  

 

 

 

 

 

 

 



 

Appendix 1: Main macroeconomic indicators 

 

 
2021 2022 2023 

Real GDP components chain-linked volumes, reference year 2015 

Private final consumption expenditure 
(including NPISH) (y-o-y %) 

7.1 8.0 4.0 

General government final 
consumption expenditure (y-o-y %) 

6.7 11.7 -2.4 

Gross fixed capital formation 
(y-o-y %) 

17.3 -6.8 5.9 

Exports of goods and services 
(y-o-y %) 

9.0 5.7 2.5 

Imports of goods and services 
(y-o-y %) 

8.0 4.9 2.0 

Real GDP (y-o-y %) 10.3 6.0 3.5 

Contribution to real GDP growth: 

   Domestic demand (pp) 8.1 4.4 2.5 

   Inventories (pp) -0.4 -0.1 0.0 

   Net exports (pp) 2.6 1.8 0.9 

Nominal GDP (y-o-y %) 12.3 11.3 7.3 

Inflation rate 
(based on the HICP) (%) 

0.7 5.7 3.7 

Employment growth 
(National Accounts definition) (%) 

3.4 4.0 3.4 

Unemployment rate 
(based on the LFS) (%) 

3.5 3.1 3.1 

Note: GDP growth rates for 2021 are based on the provisional values as published by 

the National Statistics Office on 29 August 2022 (News Release 154/2022), while 

figures for 2022 and 2023 represent the forecasts prepared by the Ministry for Finance 

and Employment.   

Source: Ministry for Finance and Employment 


