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This note presents selected information on the current status of the EU economic governance 

procedures and related relevant information in view of an Economic Dialogue with Mr Scicluna 

Malta's Finance Minister, in accordance with the EU legal framework, in particular Article 2a of 

Regulation 1467 as amended. 

 

1. Public Finances 

 

► Deficit and debt developments: European Commission (COM) Autumn 2013 forecast projects 

that the deficit reaches 3.4% of GDP both in 2013 and 2014, after 3.3% of GDP in 2012 and 2.8% 

in 2011. The forecast foresees that the structural deficit improves by ½ percentage point of GDP 

in 2013, and deteriorates slightly in 2014. The gross debt (in % of GDP) is projected to continue 

increasing over the forecast horizon, as the primary balance remains insufficient to allow a 

reduction in the debt ratio. COM sees as main risk the financial situation of Enemalta (the public 

energy utility corporation), which could entail additional subsidies. According to the COM "In-

depth review" of April 2013, non-residents account for only 2% of Malta's government outstanding 

debt. However, contingent liabilities (about 16.4% of GDP in 2011) represent a risk for the 

Government (more than half of them are accounted for by the public energy utility corporation). 

 

► The Council opened an Excessive Deficit Procedure (EDP) on 21 June 2013: By 1 October 

2013, Malta was requested to take effective action to ensure a sustainable correction of the 

excessive deficit by 2014 and to ensure that the government gross debt will approach the 60% of 

GDP reference value at a satisfactory pace. According to COM Opinion
1
 on the Draft Budgetary 

Plan (DBP) for 2014 of Malta and in its proposal for a Council Opinion on the Maltese Economic 

Partnership Programme (EPP): 

 Malta appears to have taken effective action in 2013 in response to the EDP 

recommendation of June 2013. 

 The DBP for 2014 is at risk of non-compliance with the Stability and Growth Pact (SGP). 

In particular, the COM forecast indicates a risk of non-compliance with respect to the EDP-

recommendation for 2014, since neither the 3% nominal deficit target is expected to be met 

in 2014 nor the structural effort in both 2013 and 2014. COM also assesses that the DBP 

does not specify in detail the measures that underpin the revenue and expenditure targets for 

2014, thus not complying with the obligations laid down in Art. 6(3e) of the "2-Pack" 

Regulation 473/2013. 

COM Staff Working Document analysing the Maltese 2014 DBP. 

http://www.europarl.europa.eu/document/activities/cont/201311/20131118ATT74564/20131118ATT74564EN.pdf
http://www.europarl.europa.eu/document/activities/cont/201311/20131118ATT74564/20131118ATT74564EN.pdf
http://ec.europa.eu/economy_finance/eu/forecasts/2013_autumn/mt_en.pdf
http://ec.europa.eu/economy_finance/publications/occasional_paper/2013/pdf/ocp139_en.pdf
http://ec.europa.eu/economy_finance/publications/occasional_paper/2013/pdf/ocp139_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/126-07_council/2013-06-21_mt_126-7_council_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/dbp/mt_2013-11-15_co_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/dbp/mt_2013-10-15_dbp_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/dbp/mt_2013-10-15_dbp_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2013-11-15_mt_-_epp_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2013-10-01_mt_-_epp_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2013-10-01_mt_-_epp_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/dbp/mt_2013-11-15_swd_en.pdf
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 The Economic Partnership Programme includes a set of fiscal-structural reforms that is 

partially adequate to support the achievement of a sound fiscal position. Malta is therefore 

invited to provide additional information on the implementation of the planned reforms in 

the upcoming National Reform Programme and Stability Programme, while considering 

additional measures that would be instrumental to ensuring long-term public finance 

sustainability.  

 The COM invites the authorities to take the necessary measures within the national 

budgetary process to ensure that the 2014 budget will be fully compliant with the SGP and 

notably to address the risks identified in the assessment. 

 

► The Treaty on Stability, Coordination and Governance (TSCG) was submitted to Kamra 

tad-Deputati on 3 October 2012. The procedure was suspended in the view of the March 2013 

elections and the bill was adopted unanimously on 11 June 2013. 

 

►Taxation: According to the COM report on "Tax reforms in EU Member States 2013 " (October 

2013) Malta, Spain and Slovenia are the EU Member States which could in particular consider 

using taxation — in addition to expenditure control — to consolidate their public finances and make 

them more sustainable. These Member States are found to face particular consolidation challenges 

and at the same time have some 'tax space', i.e. reasonable room to increase taxes. 

 

2. Macroeconomic Imbalance Procedure (MIP) 

In April 2013, the COM concluded its in-depth review for Malta stating that the country was 

experiencing macroeconomic imbalances, arising from the significant exposure of the financial 

sector to the property market and the risks for the long-term sustainability of public finances.  

Two of the CSRs adopted by the Council in July 2013 were related to the MIP:  

 One on fiscal sustainability of public finance, requiring reforms to the pension system and 

health care sectors, increasing the employment rate of old workers and improving the 

efficiency of public procurement procedures. 

 One on the financial sector, requiring measures to strengthen the provisions for loan-

impairment losses (arising from exposure to the real estate market), to ensure strict banking 

sector supervision, including for the non-core domestic and internationally-oriented banks, 

and improve the overall efficiency of the judicial system.  

In the AMR 2014 the COM states that the updated scoreboard shows improvements in several 

areas, although a number of indicators continue to exceed their indicative thresholds, namely the 

depreciation in the real effective exchange rate, and private and public sector debts. The external 

position of the economy has improved. Nevertheless, the loss in export market shares in recent 

years could point to an erosion of competitiveness. On the internal side, private debt continues to 

exceed the threshold, although the asset side of the private sector balance sheet appears sound. 

Risks to the long-term sustainability of the public finances relating to the ageing population remain 

to be addressed. The housing market appears to have stabilised, although it continues to warrant 

monitoring given the interlinks with the domestic banking sector. Concrete action to strengthen 

loan-loss provisioning policies is needed. Therefore, the COM finds it useful to examine further the 

persistence of imbalances or their unwinding and carry out an in-depth review on Malta, which will 

be published in spring 2014. 

http://www.europarl.europa.eu/committees/de/studiesdownload.html?languageDocument=EN&file=74355
http://ec.europa.eu/economy_finance/publications/european_economy/2013/pdf/ee5_en.pdf
http://ec.europa.eu/economy_finance/publications/occasional_paper/2013/op139_en.htm
http://register.consilium.europa.eu/pdf/en/13/st10/st10645-re01.en13.pdf
http://ec.europa.eu/europe2020/pdf/2014/amr2014_en.pdf
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3. Financial stability 

The Central Bank of Malta classifies banks in three groups according to its involvement in the 

domestic economy: (i) core domestic banks, (ii) non-core domestic banks and (iii) internationally-

oriented banks.  

Table 1 shows the resilience of the Maltese banking sector which is well capitalised (significantly 

above the minimum threshold), profitable and liquid. Risks to banks' balance sheets have been 

limited so far. Non-performing loans (NPLs) rose marginally in 2012 due to subdued conditions in 

the construction and real estate sectors. However, the provisioning against loan losses by core 

domestic banks remained the lowest among EU Member States despite a slight improvement last 

year.  

Table 1: Structure of Malta's banking sector 

 Core Domestic Banks Non-Core Domestic 

Banks 

Internationally-oriented 

Banks 

Number of banks 5 13 8 

Activities 

Traditional business 

model, i.e. lending to 

Maltese residents and 

funded by residents 

deposits 

Some business with 

residents but not as a 

core activity as only 

10% of their balance 

sheet is linked to the 

domestic economy 

No links with the domestic 

economy; Lending abroad; 

equity, wholesale funding 

and non-residents 

corporate deposits 

Main vulnerability and 

risks 

Credit risk due to a 

relatively low 

provisioning to NPLs 

along with high exposure 

to the real estate market 

Liquidity risk Liquidity risk; 

Potential claims on the 

deposit guarantee scheme 

and 

across-border 

deleveraging 

Total assets 77% of GDP 218% of GDP 494% of GDP 

Capital adequacy* 14.3% 29.1% 53.3% 

Non-performing loans 8.1% of total assets 4.1% of total assets 3.7% of total assets 

Return on assets 1.6% 1.5% 1.25% 

Liquid assets 28.8% of total assets 14.4% of total assets 9.9% of total assets 

Coverage ratio** 22.1% 40.9% 29.0% 

* Regulatory capital to risk weighted assets; ** stock of specific and collective provisions expressed as a proportion of 

non-performing loans; All data for 2012; Source: IMF, Central Bank of Malta 

 

No deleveraging pressures have been experienced by Malta since the onset of the crisis. Households 

maintain a strong balance sheet as their debt level stood at 63% of GDP and their net assets at about 

170% of GDP at end-2011. At the same time, risks to non-financial corporations remain contained: 

their debt level is relatively high (i.e. 140% of GDP in 2012) but 50% of that debt is made up of 

long-term loans while NFCs have a significant share of assets. 

http://www.imf.org/external/pubs/ft/scr/2013/cr13203.pdf
http://www.centralbankmalta.org/updates/Downloads/pdfs/FSR_2012.pdf
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As Malta has become an active destination for small international banks and non-bank financial 

intermediaries it warrants according to IMF Article IV Report closer monitoring and detailed anti- 

money laundering assessment would be recommended, as the number of on-site visits remains low 

and is not commensurate with the size of the financial sector. 

Maltese authorities have also made progress in enhancing the supervision of their financial sector. 

A deposit compensation scheme was set up in the form of a rescue fund for depositors of failed 

banks, which are licensed by the Malta Financial Services Authority (MFSA). It is financed up 

front, i.e. as soon as a bank joins the scheme a contribution of €23,300 is required to be paid in. In 

addition, each bank is required to pay the annual supplementary contributions by applying a 

percentage on eligible deposits held by the bank at its most recent financial year end. Nonetheless, 

the IMF recommends boosting the resources of this deposit guarantee scheme 

Malta also has an investor compensation scheme (based on the EU Directive 97/9) for customers of 

failed investment firms, which are licensed under MFSA, paying out when the licensed firm stops 

trading or becomes insolvent. It is financed by fixed contribution up front. 

 

4.  Europe 2020 Strategy 

The Council, in its 2013 Country Specific Recommendations (CSRs) for Malta, highlighted three 

main areas with regard to the EU2020 strategy. These include energy, employment rate of women 

and early school leaving.  

Concerning energy, the CSRs state that Malta's competitiveness is at risk in view of very limited 

diversification and poor environmental performance of its energy supply, leading to high electricity 

tariffs. Malta in its Economic Partnership Programme, which was issued in October 2013, presented 

a comprehensive plan that aims to address the challenges identified in the CSRs by diversifying the 

energy source and restructuring the energy corporation in the country. The COM's reaction, outlined 

in its Opinion to the Draft Budgetary Plan of Malta, is that these measures appear to go in the right 

direction and can create growth and jobs; nevertheless, all reforms are still work in progress and 

further analysis of their impact is needed.  

According to the COM, the gender employment gap in Malta is the highest in the EU. In order to 

improve this, Malta is planning to introduce free childcare centres and changes in the tax-benefit 

system as its EPP states. The Council and the COM believe that these reforms are positive steps but 

there is still room for improvement. In terms of early school leaving, Malta intends to reduce the 

rate by making reforms under the Early School Leaving Strategy. According to the COM, the 

efforts will depend on proper and timely implementation, which will have to be closely monitored.   

ANNEXES: 
1. Key Macro-Economic indicators and outlook for Malta 

2. Malta MIP Scoreboard 

3. Malta's targets and progress in the context of the Europe 2020 strategy 

DISCLAIMER: This document is drafted by the Economic Governance Support Unit (EGOV) of the EP based on publicly available information and 
is provided for information purposes only. The opinions expressed in this document are the sole responsibility of the authors and do not necessarily 

represent the official position of the European Parliament. Reproduction and translation for non-commercial purposes are authorised, provided the 

source is acknowledged and the publisher is given prior notice and sent a copy. 
© European Union, 2013 

http://www.imf.org/external/pubs/cat/longres.aspx?sk=40772.0
http://www.compensationschemes.org.mt/pages/viewcontent.aspx?id=28
http://www.imf.org/external/pubs/ft/scr/2013/cr13203.pdf
http://www.compensationschemes.org.mt/pages/viewcontent.aspx?id=29
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ANNEX 1: Key Macro-Economic indicators and outlook for Malta 

 

 2009 2010 2011 2012 2013(f) 2014 (f) 2015(f) 

GDP % change 

Malta -2,8 4,0 1,6 0,8 1,8 1,9 2,0 

Euro Area -4,5 1,9 1,6 -0,7 -0,4 1,1 1,7 

Government balance % of GDP  

Malta -3,7 -3,5 -2,8 -3,3 -3,4 -3,4 -3,5 

Euro Area -6,4 -6,2 -4,2 -3,7 -3,1 -2,5 -2,4 

Structural balance % of GDP 

Malta -3,7 -4,7 -3,4 -3,9 -3,5 -3,6 -4,1 

Euro Area -4,6 -4,4 -3,6 -2,1 -1,5 -1,3 -1,5 

Government debt % of GDP 

Malta 66,5 66,8 69,5 71,3 72,6 73,3 74,1 

Euro Area 79,9 85,6 87,9 92,6 95,5 95,9 95,4 

Inflation  % Change 

Malta 1,8 2,0 2,5 3,2 1,1 1,8 2,1 

Euro Area 0,3 1,6 2,7 2,5 1,5 1,5 1,4 

Unemployment % of labour force  

Malta 6,9 6,9 6,5 6,4 6,4 6,3 6,3 

Euro Area 9,6 10,1 10,1 11,4 12,2 12,2 11,8 

Long term Unemployment* % of labour force (Long term unemployed =  unemployed for at least 12 months) 

Malta 3,0 3,2 3,0 3,0 n.a n.a. n.a. 

Euro Area 3,4 4,3 4,6 5,3 n.a n.a. n.a. 

Youth unemployment* % of youth labour force (Youth defined as persons under the age of 25) 

Malta 14,4 13,1 13,8 14,2 n.a n.a. n.a. 

Euro Area 20,3 20,9 20,8 23,1 n.a n.a. n.a. 

Inequality (Gini Coefficient*)
 
 Scale from 0 to 100: 0 = total income equality; 100 = total income  inequality 

Malta 27,2 28,4 27,4 27,2 n.a. n.a. n.a. 

Euro Area 30,2 30,2 30,5 30,5 n.a. n.a. n.a. 

Current account balance  % of GDP  

Malta -8,9 -5,4 -1,0 1,1 1,8 1,4 0,6 

Euro Area (adjusted) -0,2 0,1 0,1 1,3 2,3 2,5 2,6 

Exports % change  

Malta -8,4 16,3 4,7 7,0 -1,6 4,5 5,6 

Euro Area -12,4 11,6 6,5 2,5 1,3 4,2 5,6 

Imports % change  

Malta  -8,4 12,4 1,9 5,5 -2,7 4,2 5,6 

Euro Area -11,0 10,0 4,5 -0,9 -0,1 3,9 5,7 

Domestic demand % change  

Malta -3,0 0,9 -1,2 -0,9 0,8 1,4 1,9 

Euro Area -3,8 1,2 0,8 -2,2 1,1 0,8 1,6 

Investments % change  

Malta -14,2 6,2 -14,6 -3,9 -2,0 0,5 1,8 

Euro Area -12,8 -0,5 1,6 -4,0 -3,3 1,9 3,6 

Unit labour cost % change (Nominal values) 

Malta 6,0 -0,7 1,8 3,7 2,6 1,6 1,7 

Euro Area 4,3 -0,6 0,8 1,9 1,1 0,7 0,8 

Labour Productivity % change  

Malta -2,6 2,3 -1,2 -1,5 -0,5 0,1 0,3 

Euro Area -2,4 2,6 1,4 0,2 0,4 0,8 1,0 

 

Sources: COM Autumn Forecast, November 2013 and, Eurostat for indicators with an *. 

 

 

http://ec.europa.eu/economy_finance/eu/forecasts/2013_autumn/statistical_en.pdf
http://ec.europa.eu/eurostat
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ANNEX 2: MIP-scoreboard for Malta 

 

 

Source: Statistical Annex of the Alert Mechanism Report - Eurostat, DG ECFIN (for the indicators on the REER).  

Note: e = estimate; n.a. = not available; Highlighted: = beyond thresholds 

 

Indicators Thresholds 2003 2004 2005 200

6 
2007 200

8 
2009 2010 2011 2012 

External Imbalances 

and competitiveness 

Current account 

Balance as % of GDP 

3 years average 

 

 

-4/+6% 

 

-1.4 -2.1 -5.8 -7.9 -8.1 -6.8 -6.6 -6.6 -5.1 -1.6 

year value -3.0 -5.8 -8.5 -9.5 -6.2 -4.8 -8.9 -6.0 -0.5 1.6 

Net International Investment Position as % of GDP -35% 39 39 36 27 18 3 15 10 9 25 

Real Effective Exchange 

rate (42 IC - HICP deflators) 

% change (3 years) 

 

 

±5% 

 

7.2 9.0 6.0 2.8 1.2 5.8 5.8 -0.8 -5.1 -7.7 

% change y-o-y 

 
 

3.9 2.9 -0.8 0.7 1.3 3.7 0.7 -5.0 -0.8 -2.1 

Export Market Shares 
% change (5 years) -6% -3.4 -15.2 -21.6 -9.5 -12.1 -4.9 10.4 16.4 11.1 4.5 

% change y-o-y  - 3.4 -8.6 -8.1 3.8 4.3 4.5 6.1 -.31 -0.9 -1.9 

Nominal ULC 

% change (3 years) 

 
+9% 14.7 9.8 6.9 5.6 4.5 7.9 10.5 8.2 7.2 4.9 

%y-o-y change  4.9 2.5 -0.5 3.5 1.4 2.8 6.0 -0.7 1.8 3.7 

Internal 

Imbalances 

% y-o-y change in Deflated House Prices 
6% 

15.7(e) 14.5(e) 4.6(e) 17.9 18.6 7.5 -6.9 -1.8 -2.4 0.3 

Private Sector Credit Flow as % of GDP (Consolidated) 14% n.a. 3.5 14.0 12.9 9.4 16.1 15.7 11.1 3.6 -1.6 

Private Sector Debt as % of GDP (Consolidated) 133% n.a. 131 135 146 149 154 170 167 162 155 

General Government Sector  Debt as % of GDP 60% 66 70 68 63 61 61 67 67 70 71 

Unemployment Rate 

3 year average 

 
10% 7.6 7.5 7.3 7.0 6.8 6.5 6.5 6.6 6.8 6.6 

 year value   7.7 7.2 6.9 6.9 6.5 6.0 6.9 6.9 6.5 6.4 

% y-o-y change in Total Financial Sector Liabilities, 

(non-consolidated) 
16.5% n.a. n.a. 27.9 14.9 21.3 9.9 -0.2 18.4 1.3 4.1 

http://ec.europa.eu/economy_finance/economic_governance/documents/alert_mechanism_report_2014_statistical_annex_en.pdf
http://epp.eurostat.ec.europa.eu/portal/page/portal/macroeconomic_imbalance_procedure/indicators
http://ec.europa.eu/economy_finance/economic_governance/macroeconomic_imbalance_procedure/index_en.htm
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ANNEX 3: Malta's targets and progress in the context of the EU2020 

 

 

Source: Eurostat, - data extracted on 2 December 2013 

* = Estimate; ncst = "no country specific target"; n.a = "not available" 

 

Indicator Malta  EU28 

 

Employment rate 

(% of population aged 20-64) 

62.9 Target 2020 75 

63.1 2012 68.4 

61.5 2011 68.5 

60.1 2010 68.5 

58.8 2009 68.9 

 

Expenditure on R&D 

(% of GDP) 

0.67 2020 target 3 

0.84* 2012 2.06* 

0.72 2011 2.04 

0.66 2010 2.00 

0.53 2009 2.01 

 

Greenhouse gas emission  

(Index 

1990=100) 

ncst 2020 target 80 

n.a. 2012 n.a. 

151 2011 83 

150 2010 86 

147 2009 84 

 

Share of renewable energy 

(%) 

10 2020 target 20 

n.a. 2012 n.a. 

0.4 2011 13.0 

0.2 2010 12.5 

0.0 2009 11.6 

 

Primary energy consumption 

(million tonnes of oil equivalent-

TOE) 

NA 2002 target 1 483 

n.a. 2012 n.a. 

1.1 2011 1591 

0.9 2010 1653 

0.8 2009 1601 

 

Early school leaving 

(% of population aged 18-24) 

29 2020 target 10 

22.6 2012 12.7 

23.6 2011 13.4 

25.9 2010 13.9 

28.0 2009 14.2 

 

Tertiary educational 

attainment 

(% of population aged 30-34) 

33 2020 target 40 

22.4 2012 35.7 

21.4 2011 34.5 

21.5 2010 33.4 

21.3 2009 32.1 

 

Population at risk of poverty or 

social exclusion 

(thousand, 

 % of total population) 

ncst ncst 2020 target 
Reduce by 20 

millions 
ncst 

92 22.2 2012 125 293* 25.0 

88 21.4 2011 121 549 24.3 

83 20.3 2010 118 151 23.7 

82 20.2 2009 n.a. n.a 

http://epp.eurostat.ec.europa.eu/portal/page/portal/europe_2020_indicators/headline_indicators

