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The medium-term fiscal outlook has deteriorated
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Public finances
— is there cause for concern?

-

=
=

Public debt

Public debt will grow considerably.
The debt burden is a problem
amid slow economic

The economy growth.
returns to growth

Despite the economy returning to growth, the Al
upward trend in the debt level will continue. Sustuinubility
Halting debt accumulation will require

structural reforms supportive Economic resilience has
of growth, weakened further and

buffers are low.
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Factors contributing to the general government structural balance

Interest expenditure = Taxes and social security contributions
mmm Other expenditure Other income
—e—Change in structural balance
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Sources: Statistics Finland and calculations by the Bank of Finland.
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Fiscal policy will remain supportive of growth
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Debt is easy to come by but difficult to get rid of
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5.7A
Factors contributing to Finland's general government debt ratio

= Contribution of change in nominal GDP

I Contribution of primary balance (central and local government)
= Contribution of interest expenditure

m Other factors

#Change in public debt (right-hand scale)
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Sources: Statistics Finland and Bank of Finland.
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Fiscal sustainability gap larger than before
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5.?7A

Age-related public expenditure will grow

Age-related expenditure, share of age cohort in total . X
expenditure Number and share of over 75-year-olds in population
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5.7A

S2 indicator and its components

Sustainability gap
estimate 5.6% (4.7)

Contribution of
interest expenditure
on initial level of
public debt 1.0 pp

(0.8)

Contribution of Contribution of
initial public primary growth in age-
balance 2.3 pp related expenditure
(1.4) 2.2 pp (2.5)

=

(In brackets December 2019 estimates.)
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Fiscal policy objectives in the short and long term
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Compliance with fiscal rules has become more demanding for Finland
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e Finiand Euro area sFinland Euro area
12 30
10 T\
N . I\
I EANEa ="\
. _J' — \ 15 3 — \
) \ 10
0 \—/\ / 5
g | o
. \ s N
v
6 ‘ -10
1998 2003 2008 2013 2018 1998 2003 2008 2013 2018

Structural balance rule Expenditure rule

===Finland Euro area e—Finland Euro area
6 7
6
. /\\ ; A
/ N ; / \
™,
2 E
~J \ N 7 N
0 |——Sa ] ™. 1 - "\ .
Y V\,,\/\__ N \ ’__\
2 N L
: |
4 -3
1998 2003 2008 2013 2018 1998 2003 2008 2013 2018

The charts plot the deviation of the actual value of a target variable from the reference value set for a rule, i.e. a positive value indicates compliance with the rule; a
negative value non-compliance. The figures are in percentage points.

Source: EFB Compliance Tracker.
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Risks to the public finances will increase
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