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Formal response of the Ministe� for Finance, Paschal Donohoe T.D.,
to Fiscal Assessment Report, December 2021 1
Introduction

At the outset, let rrye begin by thanking the Council once again for its work in producing the Fiscal
Assessment Report (FAR) and its thorough analysis of Budget 2022. Before I turn to the individual
chapters of the FAR, I would like to provide some brief general comments on the economic and fiscal
situation.
The fiscal deficit last year is now expected to be somewhat better than assumed at the time of Budget
2022. This reflects several factors, including underspending in voted public expenditure, a stronger
revenue performance and the more rapid than anticipated recovery in the domestic economy, in
particular, the labour market. The deficit for the Exchequer account was €7.4 billion, compared with
a projection of €12.1 billion in October. On this basis, my Department estimates a general government
deficit of approximately 2 per cent of GDP (4 per cent of GNI*).
That said, the economic and fiscal outlook has become increasingly uncertain in recent months,
following the emergence of the Omicron variant and re-introduction of some public health
restrictions. The latter has, of course, necessitated further government financial support, in order to
protect incomes, employment and support businesses. After having fallen rapidly in the autumn, the
number of workers in receipt of the Pandemic Unemployment Payment has increased to 76,000 (as
per 11 January) while the number of workers being supported by the Employment Wage Subsidy
Scheme was 275,000 in December.
While there are clearly high levels of uncertainty, the Government is cautiously optimistic that, once
this Omicron wave of the virus retreats, we could be in a better situation from an epidemiological and
immunological perspective. At that stage, it is the Government's intention to exit the various financial
supports.
I now turn to some of the main points highlighted in the FAR.

Chapter 1
I note the Council's recent endorsement of my Department's short-term macroeconomic forecasts for
Budget 2022. In addition, I note that, similar to my Department's outlopk at the time of the Budget,
the Council assesses that risks to the economy over the medium-term are broadly balanced. In
particular, the risks related to 'scarring' effects - permanent losses in the productive capacity of the
economy- are now lower than initially anticipated at the start of the pandemic.
Unfortunately, one of the main downside risks to the outlook- namely a further epidemiological shock
- has now come to pass. The Omicron strain has proved far more transmissible than the original
Wuhan virus or any of the subsequent variants, and has necessitated the reintroduction of public
health restrictions in Ireland and elsewhere. On a more positive note, the incoming evidence appears
to confirm that this strain is less virulent than its predecessors. From an economic perspective,
therefore, the public health restrictions have not been as stringent as previously and are unlikely to
be in situ for as long. This means that the economic fall-out from the Omicron strain is likely to be
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