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• We now expect Malta’s economy to 

the Eurozone average — driven by robust 
consumer spending, buoyant tourism, 
large-scale investment in energy 
infrastructure and a pickup in goods 
exports. A modest slowdown to 2.5% 
expansion is forecast for 2016.

• Consumer spending rose by 3.2% in 2014, 
the fastest pace in more than 10 years, 
helped by low unemployment (5.8% in 
March 2015 compared with 11.3% in the 
Eurozone) and by strong revenue growth 

(revenues rose by 13.2% on the year in 
2014 and by 21.5% in Q1 2015). With 
unemployment low and real wages 
expected to grow steadily, we expect 
private spending to grow by a solid 2.5% 
this year, supported additionally by low 

We see consumer spending growing by a 
little under 2% a year in 2016–19.

• Tourism will also continue to support the 
household sector in Malta. Arrivals rose 
by 7.7% on the year in Q1 2015, up from 
6.8% in 2014. We expect numbers to grow 
robustly this year, helped by faster growth 
in Europe and by efforts in recent years to 
improve the quality of the tourism product 
and attract tourists all year round and from 
a wider range of countries. 

• Robust tourism growth has also improved 
the current account balance from a steady 

8% of GDP in 2014, up sharply from a year 
earlier. A recovery in goods exports should 
also support the surplus, aided by the 
weaker euro, strong European Union (EU) 
growth and by the diverse export base. 
We now expect a current account surplus 
of 7% of GDP in 2015, also boosted by the 
lower oil import bill.

• We expect the economy to grow by close to 
2% a year in 2017–19 on average, but there 
are downside risks. The Government’s 

of GDP and revenues have risen strongly in 
recent years, but more reform of the public 

working age population is already falling. 
Labor market participation has risen, but 
the rate for women and older workers is 
still below the Eurozone average.
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Buoyant tourism will drive strong GDP growth of 3% in 2015

Strong GDP growth of 3% seen in 
2015, driven by consumer spending

We expect Malta’s economy to grow by 
3% this year, down from 3.5% in 2014, 
but significantly faster than the Eurozone 
average, driven by robust consumer 
spending, buoyant tourism, large-scale 
investment in energy infrastructure and 
a pickup in goods exports. In Q1 2015, 
GDP expanded 4% on the year, with a 
sharp drop in import volumes meaning 
that net exports made a sizeable 
contribution to growth. Public and private 
spending growth remained solid, but fixed 
investment growth slowed.

Consumer spending rose 3.2% in 2014, the 
fastest pace in more than 10 years, helped 
by low unemployment (5.8% in March 2015 
compared with 11.3% in the Eurozone) 
and by strong revenue growth supporting 
expansionary fiscal policy (revenues rose 
by 13.2% on the year in 2014 and by 21.5% 
in Q1 2015). With unemployment low and 
real wages expected to grow steadily, we 
expect private spending to grow by a solid 
2.5% this year, supported additionally by 
low inflation boosting purchasing power 
(inflation was just 0.5% in March and we 
expect it to average 0.6% for 2015 as a 
whole). However, core inflation at 1.4% 
in the same month reflects the strong 

domestic activity story, making deflation 
less of a risk in Malta than in some other 
Eurozone economies.

Strong tourism growth will support 
household sector …

Strong tourism will also continue to 
support the household sector in Malta. 
Tourist arrivals rose by 7.7% on the year 
in Q1 2015, up from 6.8% growth in 2014, 
and we expect visitor numbers to grow 
robustly this year, supporting solid growth 
in employment, wages and consumer 
spending. The strong rise in tourism 

Table 1 

Malta (annual percentage changes unless specified)        

2014 2015 2016 2017 2018 2019

GDP 3.5 3.0 2.5 2.1 1.8 1.8

Private consumption 3.2 2.5 2.0 1.9 1.8 1.8

Fixed investment 13.9 2.3 2.7 2.5 2.3 2.2

Stockbuilding (% of GDP) 0.0 –0.6 –1.0 –0.5 –0.3 0.0

Government consumption 7.0 2.4 2.0 1.6 1.7 1.6

Exports of goods and services –0.2 3.9 4.1 3.7 3.1 2.9

Imports of goods and services 0.1 3.1 3.8 3.9 3.4 3.1

Consumer prices 0.8 0.6 1.9 2.3 2.3 2.3

Unemployment rate (level) 6.0 5.7 5.6 5.6 5.6 5.6

Current account balance (% of GDP) 8.0 7.0 4.6 3.8 3.3 3.2

Government budget (% of GDP) –2.1 –2.0 –1.7 –1.5 –1.4 –1.2

Government debt (% of GDP) 68.1 67.7 66.5 65.2 63.9 62.6

0.1 0.1 0.1 0.1 0.2 0.5

Euro effective exchange rate (1995 = 100) 123.9 114.4 113.1 113.3 114.7 116.2

Exchange rate (US$ per €) 1.33 1.11 1.07 1.06 1.09 1.11

Source: Oxford Economics.
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will be supported by faster EU growth and by efforts in recent 
years to improve the quality of the tourism product and attract 
tourists all year round and from a wider range of countries. 

Online gaming is also growing strongly. According to recent 
comments from the parliamentary secretary for competitiveness 
and economic growth, around 10% of Malta’s GDP now comes 
from gaming. We forecast services exports will grow by close to 
7% a year in US dollar terms in 2016–19.

… and lower oil imports will also improve the current 
account

The robust growth of the tourism sector has led an impressive 
turnaround in the current account balance, from a steady deficit 
up to 2011 to a surplus of 8% of GDP in 2014, up sharply from 
a year earlier. We also expect goods exports to recover this year, 
aided by the weaker euro and by successful efforts to diversify 
the goods export base. Indeed, almost a quarter of Malta’s goods 

exports went to emerging markets in 2014, up from around 10% 
10 years earlier, and we expect this diversification to continue. 
Our forecast is for goods and services exports to grow by close 
to 4% in 2015, after a 0.2% fall last year. We expect the current 
account surplus to fall to 7% of GDP this year and to continue to 
decline in the coming years.

spending …

The government balance is well within the Eurozone ceiling of 3% 
of GDP, and revenues have risen strongly in recent years, reaching 
10.5% annual growth last year, and we expect them to grow by 
more than 8% this year. This facilitated government spending 
growth of 7% last year, bolstered by substantial investment in 
large-scale energy infrastructure to gradually reduce Malta’s 
dependence on energy imports. We see public spending growing 
more slowly in the coming years. The fiscal deficit will edge down 
to just over 1% of GDP in 2019.

Figure 1
Real GDP growth

Source: Oxford Economics.
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Figure 2

Source: Oxford Economics; World Bank.
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Table 2 

Forecast for Malta by sector (annual percentage changes in gross added value)    
2014 2015 2016 2017 2018 2019

GDP 3.5 3.0 2.5 2.1 1.8 1.8

Manufacturing –2.2 –1.4 1.7 1.9 1.8 1.8

Agriculture –3.0 1.1 0.8 0.5 0.2 0.2

Construction 3.0 –0.1 3.3 1.9 1.9 1.9

Utilities 9.5 0.3 2.3 1.7 1.1 1.1

Trade 7.1 –0.7 1.5 1.2 0.8 0.8

Financial and business services 2.4 1.3 3.3 2.8 2.3 2.3

Communications 11.5 2.5 4.5 3.9 3.3 3.3

Non–market services 9.7 2.0 2.3 2.0 1.8 1.8

Source: Oxford Economics.
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Figure 3

Source: Oxford Economics.
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Figure 4
Unemployment rate

Source: Oxford Economics.
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… but reforms to pensions and health care needed

We expect the economy to grow by close to 2% a year in 2017–19 
on average, driven by robust domestic activity and exports, but 
there are some downside risks. Government revenues have risen 
strongly in recent years, but more reform is needed to ensure 
the sustainability of the public finances over the longer term, 
particularly as the working age population is already falling. 
Labor market participation has increased in recent years, but the 
participation rates for women and older workers are still below 
Eurozone averages. The European Commission (EC) is currently 
preparing new long-term projections of pension and health care 
costs. The statutory pensionable age is due to rise from 62 to 65 
by 2027, and this will help reduce the burden on the public 
finances, but more reform is needed. 

In July 2014, Malta adopted a National Health Systems Strategy 
plan that will run to 2020. The aim is to improve the efficiency of 
public health spending to safeguard the sustainability of the state 
health care system over the longer term. In a recent report, the 
EC highlighted that improvements in procurement and distribution 
processes have already led to large savings. Health care reform 
is crucial to keep the public finances from deteriorating over the 
longer term.

Greater competitiveness required to maintain advantage 
in services

Malta’s expertise in tourism and financial services is well established 
and will underpin steady longer-term growth. As a small and 
very open economy, however, it is crucial that Malta maintains 
competitiveness in these sectors. According to Eurostat, estimated 
average hourly labor costs of €12.4 in 2014 in Malta are only 
around 80% of those in Cyprus (€15.8). But real labor productivity 
per person employed rose by just 1% between 2010 and Q4 2014, 
whereas in Spain, for example, real productivity rose by almost 8% 
over the same period. In the 2014 budget, wages were increased 
by €3.49 a week (this is commonly known as the cost-of-living 
adjustment), but in the 2015 budget they will be increased by just 
€0.58 a week. However, an increasing number of employers believe 
wages rises should be linked to productivity rather than inflation, 
as this would encourage productivity gains.

Risks are well balanced

The risks to our forecast may now be shifting to the upside. Together 
with the impact of strengthening demand in the Eurozone, the boost 
from lower oil prices and lower interest rates — which in turn are 
raising consumers’ spending power and business confidence — may 
lead to growth exceeding our expectations. However, although Malta 
has a relatively low debt burden by Eurozone standards, it would 
nevertheless be hurt by financial contagion from a Greek exit and 
the resulting impact of slower growth elsewhere in the Eurozone.

Buoyant tourism will drive strong GDP growth of 3% in 2015
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Macroeconomic data and analysis 

Learn more about the EY Eurozone 
Forecast at ey.com/eurozone:

• Download the latest EY Eurozone Forecast and 
individual forecasts for the 19 member states.

• Use our dynamic Eurochart to compare country 

• Use the trend analysis tool to compare forecasts 

19 Eurozone nations. 

• The
explores the implications of the latest 

Eurozone economic forecasts for banks, asset 
managers and insurers.

• Our latest forecast sees improving GDP, growth in 
consumer spending and falling unemployment across 
the Eurozone.

• Learn more and download the report at ey.com/
fseurozone. 

• are annual reports that 
examine the attractiveness of selected nations and 
regions to foreign investors. 

• 
Europe remains the world’s top destination for 
foreign direct investment.

• Learn more and download the report at ey.com/
attractiveness. 

EY Eurozone 
Forecast: outlook for 

— 
Spring 2015

EY’s attractiveness 
survey: Europe 2015



About EY
EY is a global leader in assurance, tax, transaction and advisory services. 
The insights and quality services we deliver help build trust and confidence 
in the capital markets and in economies the world over. We develop 
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About Oxford Economics
Oxford Economics was founded in 1981 to provide independent 
forecasting and analysis tailored to the needs of economists and planners 
in government and business. It is now one of the world’s leading providers 
of economic analysis, advice and models, with over 850 clients including 
international organizations, government departments and central 
banks around the world, and a large number of multinational blue-chip 
companies across the whole industrial spectrum.

Oxford Economics commands a high degree of professional and technical 
expertise, both in its own staff of over 150, including 90 economists, 
based in Oxford, London, Belfast, Paris, the UAE, Singapore, New York and 
Philadelphia, and through its close links with Oxford University and a range 
of partner institutions in Europe and the US. Oxford Economics’ services 
include forecasting for 200 countries, 100 sectors, and 3,000 cities and 
sub-regions in Europe and Asia; economic impact assessments; policy 
analysis; and work on the economics of energy and sustainability. 

The forecasts presented in this report are based on information obtained from public sources 
that we consider to be reliable but we assume no liability for their completeness or accuracy. 
The analysis presented in this report is for information purposes only and Oxford Economics does 
not warrant that its forecasts, projections, advice and/or recommendations will be accurate or 
achievable. Oxford Economics will not be liable for the contents of any of the foregoing or for the 
reliance by readers on any of the foregoing.
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