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Delegations will find attached the sixth part of Finland's Stability Programme for 2014.
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Adjustments to price and cost level

The central government spending limits for 2015—2018 are expressed in cost and price
levels for 2015. Some of the expenditure in the spending limits, such as development aid
expenditure and national financing contributions corresponding to EU Structural Fund
contributions, have been included in the spending limits decision at current prices, includ-
ing an estimate of the impact on the appropriation of the rise in price level in the spend-
ing limits period. In other respects, the spending limits expenditure level will be revised
annually according to the estimated rise in cost and price levels. The parliamentary term
spending limits are transferred to the price level of the following year always in connec-
tion with the decision on spending limits, and the price- and cost-level adjustment made
is determined according to the latest forecast data in connection with the preparation of
the budget proposal.

The size of the price adjustment varies annually, according to the development of price
and cost levels. The price- and cost-level adjustments for 2015 presented in the following
table are based on the Ministry of Finance price development forecasts that were available
in the Government spending limits negotiations on 24-25 March 2014.

Price and cost-level adjustments compared with the previous spending limits decision
{(spring 2013) are a total of EUR 185 million, when the price- and cost-level adjustments
made in connection with the preparation of the 2014 Budget as well as the impact of mov-
ing to the 2015 price and cost level (including decisions not to make index increases to child
allowances and defence materiel procurement, to increase KEL- and TyEL-linked expendi-
ture by 0.4 per cent instead of the index, and to halve the index increases for universities
and universities of applied sciences adjustments) have been taken into account.

The adjustments take into account both statutory and contractual price adjustments,
which are made to both the spending limits level and appropriations, as well as price adjust-
ments to other spending limits expenditure, which are made to the overall level of spend-
ing limits and on a discretionary basis to appropriations.

Adjustment of spending limits to 2015 price and cost level, EUR million

Spending limits expenditure Index used in calculation Adjustment toappropriation and | Adjustmentto
according to dassification of spending limits kevel spending limits
€CONOMmic natu re level
Statutory index | Contractual Other cost
adjustment adjustment adjustments
15-17 Pensions Employee Pension Index (TyEL) 177
18-19 Defence materie| acquisitions Predictive increase 1.5% 1732
1-14 Wages and sodial security Aqreement increases
contributions
Transport infrastructure expenditure | Building Cost Index (RET) 4.5
01-14, 20-28 Other operatingexpenses | Consumer Price Index (KHI) 134
and consumption
20-39mputed central governmentald | Index of Central Government 56.8
tornunicipalities and joint runicipal | Transfersto Local Government
authorities vos)
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Spending limits expenditure Index used in cakculation Adjustment to appropriation and | Adjustment to

according to classification of spending limits level spending limits
eCONOmiC nature level
Statutory index | Contractual Othercost

adjustment adjustment adjustments

20-29 Other central governrment aid Index of Central Government L]

to munidpalities andjoint municipal Transfers to Local Government

authorities s

40-49 Central government aidtotrade | Consumer Price Index (KHI) 424

andindustry

50-59 Central governrnent aid to National Pension Index (FEL) 7012

households and non-profit-making
organisationsindexed ona statu-
tory basis

50-58 Mon-indexed central govern- Natianal Pension Index (KEL) 239
rment aidto households

50 Central government funding for University Index
universities and universities of ap-
plied sciences 16.6%

50-59 Other central government aid Consumer Price Index (KH)
to households and non-profit-rmaking

organisations 10.3
a0 Transfersto off-budget central Consumer Price Indesx (KHI}

government funds 0.5
a0 Transfersto Socal Insurance fiztional Pension Index (KEL)

Institution of Finland 157

a0 Central govemment transfer for KEL# Consumer Price Index (KHI)

expenditure arising frorm the Sickness

Insurance Act 0.8 178
a1-65 Central government funding Included in programme spend-

contributions corresponding to El ing limits

Structural Fund contributions and
other domnestic transfers

66-68 Transfers abroad At current prices

69 Transfersto the EU EL's GDP Price Index 320

70-79 Real investrnent s Building Cost Index (REDD 0.9
90-99 Other expenditure Consumer Price Index (KHI) 0.6
Supplernentary budget provisionand | Consumer Price Index (KHI)

unallocated reserve 56
Total in2015 6.6 173 145.1

Makesaccount of the fart that expenditurelinked to TyELand KEL indexes will be increased in 2005 by 0.4 percent instead of index,

2R|Jrecli|:ti\re1.59€a price-and cost-level adjustment willbemadetoappropriation levels {excl. personnel exp enses) for defence forces op erating expendi-
tureand defence materiel procurement. Thisadjustment will be revised laterto correspond with the rise in price level indited bythe cost-of-living
index in terms of defen e forces operating expenditureand military crisis management equipment andadministrative expenditure as wellas the rise of
the DK subindes of the industrial producer price ind ex fleet in terms of defence materiel procurement, In 2015 the index increase for d efence materielad-
Justments willnot be made, however, forsavings reasons,

*Takesaccount of the fact that indexinaeses for childallowance adjustmentsfor 20132015 will be frozen (2015 impactaround EUR 24 million).

Hakes intoaccount the fact that index increases for universities an d universities ofapplied sciences will be halved in 2015 {impa ct around EUR 17 million).
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APPENDIX 3: General government revenue and expenditure by

sector
Central government'
2013* 2014# 2015% 2016%* 20174 2018#
Current taxes 6.2 6.0 6.1 6.4 6.6 6.8
Taxes on production and imports 14.8 181 15.2 151 14.9 14.8
Sodal security contributions 0.0 0.0 0.0 0.0 0.0 0.0
Taxes and sodal se curity contributions, tetal 1.4 1.4 1.6 1.8 1.9 219
Other revenue 14 34 14 3.2 .2 33
of whichinterest receipts 0.2 0.2 0.2 0.2 0.3 0.3
Total revenue 48 48 250 %0 251 25.2
Consurmption expendture 71 71 70 6.9 6.7 6.6
Subsidies and other transfers 19.1 18.9 18.1 173 174 171
to general gove mment 128 127 121 1.9 1.7 14
Interest expendture 1.2 13 13 14 1.5 15
Capital expenditure 1.0 11 11 1.0 1.0 10
Total expenditure 8.5 8.3 275 70 26.5 26.2
Het kending (+) / net borrowing (- 3.7 3.5 24 20 -14 10
1 A5 clculated in the national accounts
Local government’
2013% 2014 # 201 5% 201 6%# 20174+ 2018#
Taxes and sodalsecurity contributions 107 107 0.7 10.5 0.7 0.7
Other revenue 5.9 8.8 8.4 8.3 5.2 8.0
of whichinterest receipts Al 01 0.1 0.2 0.2 0.2
of whichtransfers from central government 6.9 67 6.3 6.3 6.2 6.1
Total revenue 19.7 19.5 19.2 1,89 188 8.7
Consurnption expendture 16.7 167 16,6 16.5 16.4 163
of which employee compensation 10.8 10.6 10.4 0.2 101 9.9
Incometransfers 16 16 1.7 1.7 17 17
of whi ch s octal se curity benefits and
allowances 0.7 0.7 0.7 0.6 0.3 0.3
subsidies and other transfers 0.8 0.8 0.9 0.9 1.1 11
interest expenditure 01 01 01 0.1 0.3 0.3
Capital expenditure Al 20 2.0 1.8 1.8 1.8
Total expenditure 204 203 0.3 201 199 198
Het kending () / net borrowing (-} 0.8 09 1.1 1.1 1.1 11
1 A5 clculated in the national accounts
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Social security funds’

2013 20144 201 5%# 264 201 74# 2018#
Ireest e nt incorne 19 21 2.3 15 7 28
Sodal security contributions 134 136 13.6 137 13.6 136
of which payment paid by employers 9.3 9.3 9.3 1.2 9.2 91
contributions pald by the insured 41 432 44 44 45 45
Incorne and capitaltransfers from general
qgovernment 6.7 6.7 6.5 6.4 6.5 6.3
Other revenue 0.3 0.3 0.3 1.3 0.3 03
Total revenue 223 227 227 28 21 30
Consumnption expenditure 1.8 19 1.4 1.8 1.8 14
Sodal security benefits and all owances 16.8 17.2 171 17.2 176 176
Other expenditure 15 17 16 1.5 15 15
Total expenditure 0.1 0.7 0.6 20.5 209 09
Het lending {+) / net bo rowing () 2.1 20 21 23 2.2 21
Earnings-related pension funds 21 21 2.2 11 2.2 21
Other sodal security funds 0.0 -0 -01 0.0 0.0 0.0
1 45 clculated in the nationala caounts
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APPENDIX 4. Changes compared with previous spring fiscal forecast

Factors affecting general government fiscal balance, according to national accounts,

% GDP

General government fiscal balance, spring 2013

CENTRAL GOYERN MENT:

Impact of revised statistical basis on revenue and expenditure estimates

Impact of revised macroeconomicfore cast on revenue and expenditure estimat es
Impact of discretionary measures onrevenue and expenditure estimates

Change inintere st expenditure estimate

Impact of atherfactors

LOCAL GOYERM MENT:

Impact of revised statistical basis on revenue and expenditure estimates

Impact of revised macroeconomicforecast on revenue and expenditure estimates
Irnpact of discretionary measures onrevenue and expenditure estimates

Impact of otherfactors

EARNINGS-RELATED PENSION FUNDS:

Impact of revised statistical basis on revenue and expenditure estimates

Irnpact of revised racroeconomicfore cast on revenue and expenditure estimates
Irnpact of discretionary measures onrevenue and expenditure estimates

Impact of otherfactors

OTHER SOCIALSECURITY FUNDS:

Impact of revised statistical basis on revenue and expenditure estimates

Impact of revised macroeconomicforecast on revenue and expenditure estimates
Impact of discretionary measures onrevenue and expenditure estimates

Imnpact of otherfactors

General government fiscal balance, spring 2014
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APPENDIX 5: Sensitivity analysis and comparison with previous
year’s programme

5. Sensitivity analysis

The baseline scenario of the Stability Programme is based, in terms of 2014—2016, on the
Ministry of Finance economic forecast of March 2014. The years 2017 and 2018 have been
taken into account in the scenario based on, among other things, the growth estimate for
potential output. The baseline scenario’s general government budgetary position is based on,
in addition to the economic forecast, the Government Programme of Prime Minister Jyrki
Katainen’s Government, the Spending Limits Decision for 2013—2016 approved by the Gov-
ernment in April 2012, the 2013 Central Government Budget, the Spending Limits Decision
for 2014—2017, approved by the Government in March 2013, the 2014 Central Government
Budget, and the Spending Limits Decision for 2015—2018, approved by the Government in
March 2014. According to the baseline scenario, the Finnish economy will grow by 0.5 per
cent in 2014, and thereafter by an average of 1.5 per cent per year in 2015—2018.

Despite the recent positive trend in the global economy and the improved outlook in
the domestic economy, the risks associated with the forecast are still predominantly to the
downside. In the euro area, the recovery of households from the debt and financial crisis
might take longer than predicted, as the structural reforms designed to boost competi-
tiveness have been a case of too little, too late. There is also uncertainty about the state of
the banking sector, which may be weaker than previously estimated. In the United States,
the sense of uncertainty is heightened by political tensions. Any disruptions in the United
States will be widely reflected in the global economy. On the other hand, the improved net
real investment position in the private sector may push demand onto a stronger than pre-
dicted growth track.

Failure to resolve the crisis in Ukraine would add to uncertainty and possibly increase
the outflow of capital from Russia, reduce investment rates, weaken the rouble and drive
the Russian economy into recession, which would have a negative impact of the Finnish
economy. In the global economy, one upside risk to the forecast is the possibility of devel-
oping countries returning to growth sooner that predicted.

Domestically the main risks come from how quickly and how strongly the real economy
reacts to the improvement in the global economic situation. At the moment, it seems that
economic growth in Finland, at least in the short term, will be lower than in competitor
countries. Structural policy measures will not yet have any growth effect in the short and
medium term. If the credibility of the economic policy pursued is compromised in an envi-
ronment of already weak economic growth, that could well lead to an accelerating down-
ward cycle. Market-driven growth grounded in the real economy is also the key to achiev-
ing a true and sustainable improvement in public finances. The most critical factors with
respect to open sector competitiveness are competitive input prices and the ready availa-
bility of inputs. Some of these factors are beyond the control of domestic economic policy.
Others would require changes that have a genuine impact on the incentives of economic
agents, both consumers and businesses.
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General government net lending
in ratio to GDP, per cent

The general government budgetary position has been in deficit for a long time now. The
budgetary position willnot be corrected in the programme period through economic growth
alone. Population ageing will exert pressure on public finances and should negative risks
materialise releasing this pressure would become more difficult. The euro crisis has recently
been showing some signs of easing. The euro area debt crisis has increased Finland’s public
debt, however. Bilateral loans, capitalisation of the ESM, and state guarantees for the EFSF’s
acquisition of funds are raising the level of Finland’s public debt. It can be considered a
risk that, if various liabilities are realised, Finland’s public debt might rise to a higher level.

The figures below present the impacton the general government budgetary position, debt
and unemployment of slower-than-baseline and faster-than-baseline economic growth. The
calculations are based on the assumption that, in the period under examination, annual out-
put growth deviates by one percentage point in either direction from the baseline scenario.

In the faster growth scenario, the general government budgetary position would move
into surplus and the public debt ratio would begin to decline significantly and would be
less than 60 per cent at the end of the programme period. Unemployment would also begin
to fall significantly. On the other hand, in the lower growth scenario the general govern-
ment deficit and debt would take a very worrying path. This would increase significantly
the need to adjust public finances.

General government gross debt
in ratio to GOP, per cent

Th

/\ 70
4 -

[itd}
-"-
1} M=

55
a0

\ A |

N4

30

[ R R e R R 7]

o

2008 2008 2mao 2012 2014

2016

2018 2006 2008 2010 2012 2014

Fast growth scenario ——Baseline scenatio =Slow grovth SCENAN0 = Slow growth scenario ==—=Baseling scenario

Source: Satiztics Finland , ki F

GDP

change inwvolume, percent

Source: $atistics Finland, MoF

Unemployment rate
per cent

A\

206 2018

Fast growth scenario

\ ™

\

\

/
/
\ /
\/

V

2006 2008 2010 2012 2014

Fast growth scenario ===Baseline scenario===Slow growth scenario

Source: Statistics Finland, hof

2016

2018 2006 2008 2010 2012 2014

= Slow growth scenario =B aseline scenaria

Source: Statistics Finland, MoF

2016 2018

Fast growth scenario

9194/14 ADD 5

MCS/ah
DGG 1A


http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&inr=22998&code1=RAT&code2=&gruppen=Link:9194/14;Nr:9194;Year:14&comp=9194%7C2014%7C

5.2 Comparison with last year’s programme

In 2013 economic growth proved to be weaker than previously forecast (see Appendix 6,
Table 6). The pick-up in the economy expected towards the end of the year was delayed
and the economy contracted further in the final quarter. There was therefore a significant
negative carry-over from last year into the current year. The growth forecast for the cur-
rent year has accordingly weakened compared with last year’s estimate. The medium-term
growth outlook has also deteriorated slightly. Prolonged recession has adversely affected
the development of potential output, on which the medium-term growth estimate is based.

Due to the deeper than expected recession, employment also weakened in 2013 more
than forecast in the previous Stability Programme. As a result of the weaker growth out-
look for the current and coming year, the recovery of the labour market recovery has been
delayed. The unemployment rate is expected to rise further in the current year and in 2017
to still be slightly higher than last year’s estimate.

Weaker than expected development of the economy will adversely affect the general
government budgetary position in relation to GDP, particularly in 2014—2015. General
government gross debt will also therefore remain at a higher level than estimated in the
previous Stability Programme. On the other hand, the direct adjustment measures agreed
by the Government will strengthen general government finances during the programme
period. On 25 March 2014, the Government decided on a significant new package of meas-
ures, which is expected to reduce central government expenditure and increase revenue
by around EUR 2.3 billion, i.e. around one percentage point of GDP at the 2018 level. The
adjustment measures will be implemented mainly in 2015. The general government budg-
etary position relative to GDP will therefore strengthen in the programme period faster
than estimated in the previous Stability Programme.
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APPENDIX 6: Tables

Table 1a. Macroeconomic prospects

2013 2013 2014 2015 2016 2017 2018

EUR bn
change, %
1. Real GDP 1576 -14 0.5 14 18 1.5 14
2. Mominal GDP 1934 0.6 21 18 3.3 3.3 3.3
Components of real GOP
2. Private consumption expenditure 1094 -0.8 0.0 0.3 11 1.5 1.5
4. Government consumption expenditure 9.7 0.8 0.2 04 0.7 0.5 [IX]
5, Grossfixed capital formation 366 -44 2.1 16 37 20 19
6. Changes ininventories (3 of GOP) 0.3 -0.2 0.5 -0.2 -0.2 -0.2 -0.2
7. Exports of goodsand services 776 0.3 3.5 41 48 4.5 4.5
8. Imports of goods and services 778 1.8 21 2.3 39 4.1 44
Contributions toreal GOP arowth, % points
9, Final domestic demand 195.8 -1.2 -0.5 0.9 14 1.3 1.3
10, Changesin inventories 03 -1 04 Al 0.0 -0.1 0.1
1. External balance of goods and services 0.2 0.9 0.6 0.3 04 0.2 01
Table 1b. Price developments
2013 2014 2015 2016 2017 2018
change, %
1. GDP deflator 20 1.6 1.4 1.5 1.8 1.9
2. Private consum ption deflator 1.7 1.7 1.3 1.3 1.8 1.4
3 HICP 23 1.2 1.8 2.0 0 20
4. Public cansum ption deflator 21 1.5 1.5 16 19 21
5. Investment deflator 15 14 1.4 1.9 21 21
6. Export price deflator -0.9 0.2 0.4 0.5 1.0 1.2
£ Import price deflator -1.0 0.7 0.7 0.6 1.2 1.4
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Table 1c. Labour market developments

2013 2013 2014 2015 2016 2017 2018
level

change, %

1. Ermployrnent, 1,000 persons 2457 11 -03 0.4 0.7 04 0.4
2. Ermplay ment, 1.000 hours worked 4725 1.9 03 0.8 0.7 04 0.4
3. Unernployment rate (5] w7 8.2 8.4 8.3 8.1 78 75
4. Labour productivity, persons 4.3 -0.3 0.8 1.0 11 1.0 1.0
5. Labour praductivity, hours worked 378 1KY 0.2 0.5 IR 1.0 1.0
6. (omnpensation of employees 810 10 13 1.8 2.5 1.2 14
7. Compensation per emplovee 3.6 21 1.6 14 1.8 1.8 20

Table 1d. Sectoral balances

2013 2014 2015 2016 2017 2018
% of GDP

1. Wet lending/borrowing wis-3-visthe rest of theworld 0.7 -0 -0.1 0.3 0.7 0.8
ofwhich:

- Balance on goods and services -0 0.3 0.4 0.7 0.8 0.8

- Balance of primary incornes and transfers -0.7 -0.7 -0.6 -0.5 -0.2 0.0

- Capitalaccount 1N 1A [IA] 0.1 0.1 0.1

2. et lending/barrowing ofthe private sector 1.6 21 21 11 2.0 2.0

3. et lending/barrowing of general gowernm ent 2.0 21 18 1.4 -0.9 0.8

4. Statistical discrepanay -04 -0.4 -04 -0.4 0.4 -04
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Table 2a. General government budgetary prospects

2013 2013 2014 2015 2016 2017 2018
EUR million % of GDP
Met lending by sub-sector (EDP B.9)
1. General government 3891 2.0 2.0 -1.1 -05 0.0 0.3
2 Central government 6539 34 3.2 2.1 1.7 -1 0.7
3 -
4, Local government -1480 -0.8 -0.9 -1 -11 -11 1.1
5, Sodial security funds 4128 21 20 21 23 .2 21
General Governmment (513)
6, Total revenue 108 327 560 564 56,8 570 573 574
A Total expenditure 12208 580 584 579 576 573 672
g et lending/barr awing BRI 20 2.0 -1 -5 0.0 0.3
9, Interest expenditure 1840 1.0 1.0 11 12 14 1.5
10. Prirnary balance 2719 -1 -0 0.0 0.7 14 1.8
1. (ne-off and ot her termporary measure s 0 0.0 0.1 0.1 0.0 0.0 0.0
Selected components of reve nue
12, Tax revenue (12=12a+12b+124 62 054 321 321 323 324 32.5 306
123, Taxes on productionand imports 8713 14.8 181 15.2 181 149 14.8
12b,  Taxes on incorne 32 695 16.9 6.7 16.8 170 173 175
12¢.  Capitaltaxes 646 03 0.3 0.3 04 04 0.4
13, Sodial security cortributions 26947 134 136 13.6 137 134 136
14, Property income 7083 37 38 4.0 41 43 4.5
15. (it her incorne {15=16-12-13-14) 13243 6.8 6.9 6.9 6.8 6.8 6.7
16="=6. Total revenue 108 327 560 564 56,8 570 573 574
of which:
Tax burden {D2+0.5+0.61+0.91-0.995) 88 452 45.7 45.9 46,2 464 464 46.4
Selected cormponents of expenditure
Comnpensation of employee s+ intermediate
17 consumption 57549 6.9 6.7 16.5 26.2 259 5.7
17a, Compensation of employe es 28425 147 144 14.1 138 3.6 1.4
17, Intermediate consurmption 354 1.2 123 12.3 124 12.3 1.3
18.. Social transfers {18=18a+18b) 43685 128 3.1 3.0 231 3.2 3.3
of which: Unemployment benefits 4154 21 23 2.2 21 20 1.9
183, Sodaltransfers in kind 5497 28 29 29 20 20 21
180, Sedial transfers other thanin kind 38194 197 0.2 200 201 01 0.2
19=9, Interest expenditure 1840 1.0 1.0 11 12 14 1.5
20, Subsidies 2702 14 14 14 13 12 1.2
. Grossfixed capital formation 4361 28 28 7 16 2.5 14
s Capitaltransfers it 03 0.3 0.3 i3 0.3 0.3
23, Other expenditure {23 = 24-17-18-15-20-21) 7025 31 30 3.0 29 2.8 L
24=7 Total expenditure 12218 580 584 579 576 573 572
of which: Government consumption 49725 57 5.6 54 5.2 49 4.7
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Table 2b. No-policy change projections

2013 2013 2014 2015 2016 2017 2018
EUR million
% of GDP
1. Total revenue at unchange d policies 106872 55.0 550 549 549 551 55.2
2 Total expenditure at unchanged
policies 12 679 578 L84 58.8 584 5.2 582

Table 2¢. Amounts to be excluded from the revenue benchmark

2013 2013 2014 2015 2016 2007 2018
EUR
million 4% of GDP
1. Expenditure on ELl prograrmmes fully
matched by EUl funds revenue 1209 0.4 0.5 0.6 0.4 0.5 0.5
2. Cydical unernployment benefit
expenditure L84 0.3 0.3 0.3 0.z 0.1 0.0
3. Hfect of discreationary revenue
MEASUTes 1456 0.8 .4 0.4 0.2 0.1 0.0
4. Revenue increases mandat ed by law 440 0.2 0.0 0.0 0.0 0.0 0.0

Table 3. General government expenditure by function

CORDG- 2012 2018
code % of GDP
1. General publicservices 1 70 6.7
2, Defence 2 1.6 1.6
3. Public order and s afety 3 1.5 14
4. Econornic affairs 4 49 45
5. Environmental protection 5 0.3 0.2
6. Housingand comrnunity amenitie s 3 0.5 0.4
7. Health 7 8.2 8.7
8. Recreation, culture and religion 8 1.3 1.2
9, Education 9 6.3 64
10, Social protecion 10 4.3 6.5
1. Total expenditure (=itern 7=24inTable 2) TE 56,3 576
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Table 4. General government debt developments

2013 2014 2015 2016 2017 2008
% of GDP
1. Gross debt 569 5.8 al.0 614 61,3 61.2
2. Change in gross debt ratio 33 28 1.2 04 -1 -1
Contributionsto changes in gross debt
3. Prirnary balance -11 -1.0 0.0 0.7 14 1.8
4, Interest expendit ure 1.0 1.0 1.1 1.2 14 1.5
5. Stockflow adjustrnent 1.3 0.8 0.2 -0.2 -0.1 0.2
of which:
- Differences between cash and accruals 0.1 0.0 0.0 0.0 0.0 0.0
- Net accumulation of financial ass ets 21 21 1.7 13 1.7 21
- of which: privatisation proce eds 0.0 -0.2 -0.3 -0.2 -0.2 -0.2
-Valuation effects (incl. GDP growth cantribution) -0.9 -14 2.0 24 1.3 -1.9
pomudmplicit interest rate on debt 24 24 14 2.6 19 3.0
Other relevant variables
6, Liquid financialassets 544
F Met financial debt (7=1-¢) 275
8. Debt armortization (existing central govern- 74
ment bonds) - - - - -
9, Percertage of debt denominatedin foreign 1
currency - - - - -
10, Average maturity of cent ral government bonds 6.1
{years) - R _ R _
Table 5. Cyclical developments
2013 2014 2015 2016 2017 2018
Y% of GDP
1. Real GOP growth (%) 1.4 0.5 15 1.8 15 14
2. Met lending of general government 2.0 20 11 0.5 0.0 1.3
3. Interest expendit ure 1.0 1.0 11 1.2 14 15
4. One-off and other temporary measure s 0.0 01 01 0.0 oo 0.0
5, Potential GDP growth (%) 0.2 0.2 0.8 0.6 0.9 11
contributions:
-labour -0 0.0 0.2 0.0 0.2 0.2
-capital 0.3 0.2 0.3 0.3 0.4 0.4
- total factor productivity 01 0.0 01 0.2 0.4 0.4
6, (utput gap -0 27 20 -0.8 0.3 0.0
7. Gdlical budget ary component 1.6 14 11 4 -0 0.0
8 (ydicallv-adjusted balance (2-7) 04 -0.6 0.0 -0 0.1 0.3
u. Cydically-adjusted primary bal ance (5+3) 0.5 0.4 ! 1.1 16 18
10, Structural balance (8-4) 04 0.7 -0 -1 0.1 0.3
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Table 6. Divergence from previous programme

2013 2014 2015 2016 2017 2018

Real GOP arowt b (%)

SP-2012 0.4 16 21 17 1.6

SP-2in4 -4 IR 14 1.8 1.4 14
Differance, %-points 1.8 -1 0.7 0.1 0.2
General gove mment net lending (% of GOP)

SP-2013 -1.9 132 0.9 -0.7 05

SP-z4 -0 -20 11 -0.5 0.0 0.3
Difference, %-points -0 -8 0.2 0.1 05
General govemment gross debt [ of GDP)

P23 563 573 575 YAl 565

SP-2in4 569 598 61.0 61.4 61.3 6.2
Difference, %-points 0.4 24 3.5 4.3 4.8

SP-2013: Stability prograrmme update 2013, April 2013
5P-2014: Stability programrme 2014, April 2014

Tahble 7a. Sustainability estimate in 2012 and 2013

2013 2014
Debt servidng expenditure 0.8 0.9
Primary balance -0.8 14
Property incorne 1.8 1.7
Age-related expenditure .5 2.2
52 sustainability gap 4.2 3.0
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Table 7b: Long-term sustainability of public finances (2010—2060), % of GDP

2012 2018 2030 2040 2060 2060-
2012
change
% of GDP
Total expenditure 56.7 575 59.6 59.7 599 3.2
of which age-related and unemployrme nt
expenditure 284 304 325 326 328 4.4
Pensions 127 14.2 15.0 14.0 134 0.7
Earnings-related pensions 1.3 13.0 13.8 12.9 124 11
Other pensions 1.3 1.2 1.1 11 09 04
Health care 6.0 6.3 6.8 Al 74 14
Long-term care 21 2.3 30 3.8 43 2.2
Education 5.9 5.9 6.1 6.1 6.1 0.2
Unernpleymnent 1.8 1.7 1.6 1.7 1.6 -0.2
Interest expendture 14 1.8 3.8 51 97 8.3
Total revenue 545 574 578 56,9 564 19
of which: property income 37 45 4.8 40 35 -0.2
Net lending*) -1.2 0.0 -39 -6.0 -114 -97
of which: transferto pension funds 15 2.0 0.5 0.8 11 14
faross debt 536 1.2 7.1 1043 1993 1457
Qross assets 1238 135.0 1224 1064 4r3 -26.5
of which Pension funds assets 775 89.0 85.0 745 723 £

® Cyclically adjusted balance as of 2018
Source: Ministry of Socia| Affairsand Health, @inistryf Finance,

Assum ptions, %6

2018 2030 2040 2060
Labour productivity growth 1.0 14 14 14
Real GOP growth 14 14 1.6 1.5
Participationrate
males {20-64) 6.6 a4 75 e
fernales {20-64) 758 744 751 75.6
total (20-64) 5.9 788 767 710
Unermplayrnent rate 78 70 70 10
Population aged over 65 % of total population 35 44 45 50
Inflation 1.8 20 2.0 2.0
Real interest rate 1.0 20 2.0 3.0
Real return of pensionfunds, % 20 35 35 35
Met imrmigration, persons 17000 17000 17000 17000
Fertility 1.84 1.84 1.84 1.64

Source: Ministry of Social Affairsand Hea lth, Statistics Finland, Ministry of Finance,

9194/14 ADD 5 MCS/ah
DGG 1A


http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&inr=22998&code1=RAT&code2=&gruppen=Link:9194/14;Nr:9194;Year:14&comp=9194%7C2014%7C

Table 7c. Contingent liabilities

2013 2014
% of GDP

Central government guarantees 171 -

of which: linked tothe financial sector 0.6 -

Table 8. Basic assumptions*
2013 2014 2015 2016
3-month EURIEOR 0.2 0z 0.5 1.3
Long-terrmintere st rate (10-year gavernment bonds) 19 13 1.9 35
UUSD/EUR exchange rate 1.3 13 1.3 13
Morninal effe ctive exchange rate kAl 20 0.0 0.0
World GOP growth {excl. The EU) 3.5 410 4.3 43
EU-27 GDP grent b 01 15 | 14
GDF growth of relevant foreign markets 1.2 25 4.2 4.5
Worldtrade growth 2.7 36 5.2 57
il prices, (Brent, USD/barrel) 108.9 1060 103.0 100.0
*blo specficunderlying assumptions were defined forthe medium-term computations.
Instead, they are based on general assessmnents on developments in the operating enwironment.
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