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Introduction

Economic performance affects tax revenues, it also 
affects the level of demand for certain public services. 
Collectively, these impact the fiscal position of the 
Government.

This note summarises, and provides some additional 
context for, the Central Statistics Office’s (CSO) 
National Accounts releases on 19 July 2018. This Note 
also supplements the Parliamentary Budget Office’s 
(PBO) Quarterly Economic and Fiscal Commentary 
Q2 2018, as the CSO’s releases were not available at 
the time of Quarterly’s publication.

Figure 1 – GDP to modified GNI 2017 (€ billions)

Source: CSO National Accounts 2017, current prices. 

Key messages
•	 Headline economic growth in 2017 was 

strong. 

•	 These headline figures are distorted by the 
activities of foreign multinational companies. 

•	 Measures of domestic economic performance 
while lower than the headline figures were still 
strong in 2017. 

•	 However, as GDP is growing faster than GNI* 
the divergence between them is widening.

•	 The headline figures for economic growth in 
Q1 2018 show a fall in output (-0.6% of GDP 
and -4.9% of GNP on a quarterly basis).

•	 Again, these figures are distorted and seem 
to contradict other economic indicators 
(employment, sales, Government revenue, 
etc.) that show improved performance in Q1.

•	 However, modified domestic demand grew by 
2.8% in the quarter and this is in line with the 
other economic indicators.

Headline figures for 2017

The Irish economy grew strongly in 2017, according 
to the headline measures of economic output/income 
(GDP, GNP, GNI, and GNI*).1 The growth rates of 
GDP, GNP, & GNI were significantly higher than that 
of GNI*, indicating that many measures of the Irish 
economy are heavily influenced by the activities of 
foreign Multinational Enterprises (MNEs).

In 2017, Gross Domestic Product (GDP at constant 
prices) grew by 7.2% and Gross National Product 
(GNP at constant prices) grew by 4.4%. These growth 
rates were revised from the 7.8% and 6.6% initial 
estimates of GDP and GNP growth, which were 
released in March 2018. 

Modified Gross National Income (GNI*)2 at current 
market prices increased by 3% in 2017; rising from 
€175.8bn to €181.2bn. In contrast, GNI (at current 
market prices) increased by 5%. Figure 1 illustrates 
the difference between the various measurements of 
economic output/income in 2017.

2 Modified GNI (GNI*) is a measure of GNI that is adjusted to 
exclude factor income of re-domiciled companies, depreciation 
of R&D and trade in intellectual property, depreciation in aircraft 
leasing, etc. This adjustment helps to exclude ‘globalised’ effects 
that disproportionately impact certain measures of the Irish 
economy.

Net Factor flows

EU taxes and 

subsidies Adjustments to 

exclude globalised 

effects

1 See Glossary (over) for the definition of these terms.
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Drivers of economic growth 2017

The components of the GDP change in 2017 are as 
follows: 

•	 Exports grew by 7.8%, while imports reduced by 
9.4%, increasing the trade surplus and driving 
economic growth.

•	 Personal consumption expenditure increased by 
1.6%.

•	 Government net expenditure rose by 3.9%.

•	 Gross Fixed Capital Formation (a measure of 
investment), fell by 31%. This was largely driven 
by decreases in R&D related intellectual property 
imports, following their dramatic increase in 2015 
and 2016.  

The sectors that contributed most to this overall 
growth were:

•	 Industry (excluding construction) (8% growth).

•	 Information and Communication (16% growth).

•	 Professional, Administration and Support 
Services (11.2% growth).

•	 Construction (15.2% growth).

Other sectors experienced markedly lower growth, 
between approx. 1.6% and 5%.

Modified Total Domestic Demand (an alternative 
measure of domestic demand that excludes trade in 
aircraft leasing and trade in R&D and intellectual 
property) showed an increase of 1.4% in 2017 with 
Modified Final Domestic Demand (similar to 
modified total domestic demand but excluding the 
change in the physical value of stocks) increasing by 
3.2%. These are better measures of the domestic side 
of the economy.

Government finances 2017

The revised National Accounts also mean that the 
outturn on the Government balance for 2017 has 
been revised from -0.3% of GDP to -0.4% of GDP 
even though the deficit itself has not changed 
significantly.

The Gross Government Debt to GDP ratio in 2017 is 
68.4% (revised from 68.0%). The debt-to-GNI* ratio 
is 111.1% in 2017. This compares to the 100.1% of 
GNI* that the Department of Finance had estimated 
in the Stability Programme Update 2018. As GNI* 
represents a better measure of the resources available 
within the State that can be taxed, this shows that 
Ireland’s Government debt levels are still high.

Quarterly data – Q1 2018

The 19 July National Accounts releases show that 
GDP and GNP (seasonally adjusted in volume terms) 
decreased by 0.6% and 4.9% respectively in Q1 2018 
from Q4 2017. Compared with Q1 2017 however, 
GDP and GNP in Q1 2018 were higher by 10% and 
9.4% respectively.

As discussed in PBO Quarterly Commentary Q1 2018 
(Box 2, page 9), quarterly GDP and GNP indicators 
are very volatile in the Irish context. A characteristic 
of this volatility is that quarterly economic data is 
often subject to large ex-post revisions. For example, 
the GDP and GNP growth rates in Q1 2017, as 
reported by the CSO in July 2017, were 6.1% and 7.9% 
respectively (see Table 1). These figures were revised 
to 2.9% and -1.1% respectively in July 2018. This is a 
revision in quarterly GDP growth of 3.2 percentage 
points and GNP growth of 9 percentage points. This 
illustrates that individual quarterly GDP/GNP figures 
need to be supplemented with other information as 
they can give a misleading image of economic activity.

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-04-16_quarterly-economic-and-fiscal-commentary-q1-2018_en.pdf


Preliminary Government deficit and debt figures for 
Q1 2018 have also been released by the CSO. The 
government recorded a €1.5 billion euro deficit in 
Q1 of 2018 (a deficit equivalent to 2% of GDP for the 
quarter). Gross General Debt at end Q1 2018 has 
grown to €210.2bn (69.3% of annualised GDP) from 
€201.3 billion at end Q4 2017. However, net debt has 
not changed as much suggesting that this increase is 
due to the building up of cash reserves in anticipation 
of a large Government bond redemption later in 2018.

Month of CSO release Q1 2017 
GDP Growth 

(%)

Q1 2017 
GNP Growth 

(%)
July 2017 (first estimate) 6.1 7.9
September 2017 5.2 6.8
December 2017 5.1 6.7
March 2018 5.3 6.9
July 2018 (current 
estimate)

2.9 -1.1

Source: Various CSO Quarterly National Accounts releases.

Table 1 – Revisions to GDP and GNP growth for Q1 
2017

Modified Total Domestic Demand showed an 
increase of 2.8% in Q1 2018 though Modified Final 
Domestic Demand fell by -0.3% in Q1, though this 
is relative to a particularly strong performance in 
the latter half of 2017. This seems to be more in 
line with other economic indicators for Q1 2018. 
As shown in the PBO’s Quarterly Economic and 
Fiscal Commentary Q2 2018, indicators such as 
employment, retail sales and Government revenue 
show reasonably strong economic growth in the first 
half of 2018. 

The balance of payments (a measure of Ireland’s 
economic flows with the rest of the world) showed 
a surplus of €9.6bn for Q1 of 2018. A merchandise 
surplus of €27bn was partially offset by a services 
deficit of €17.5bn. This is a small improvement on 
a similar surplus of €9.4bn in Q4 2017, and a large 
increase over the €5.1bn surplus for Q1 2017. 

Of particular note is the current account with the 
UK, which saw combined merchandise and services 
exports decrease in Q1 2018 compared with Q1 2017, 
and imports increase substantially. This development 
is in contrast to the more general trend of Ireland’s 
improving current account balance. These effects 
have led to a current account deficit with the UK 
of €778m in Q1 2018, compared with a surplus of 
€767m in Q1 2017 (a change of -€1,545m).

Glossary

Gross Domestic Product (GDP) is an aggregate in 
a given time period equal to the sum of the gross 
value added of all resident institutional units 
engaged in production, plus any taxes on products 
and minus any subsidies on products.

Gross National Product (GNP) is equal to GDP 
plus net factor income from the rest of the world 
and represents the total of all payments for 
productive services accruing to the permanent 
residents of the country. Some income accrues 
to Irish residents as a result of economic activity 
abroad or property held abroad while some 
income arising in the state is paid to non-
residents.

Gross National Income (GNI) is the sum of 
incomes of residents of an economy in a given 
period. It is equal to GDP minus primary income 
payable by resident units to non-resident units, 
plus primary income receivable from the rest of 
the world (from non-resident units to resident 
units). It is similar to GNP, but also includes 
taxes paid to the EU by domestic residents and 
subsidies by the EU to domestic residents.

Adjusted Gross National Income (GNI*) is equal 
to Gross National Income less the factor income 
of redomiciled companies, less depreciation on 
R&D service imports and trade in IP and less 
depreciation on aircraft related to aircraft leasing.

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-07-12_quarterly-economic-and-fiscal-commentary-q2-2018_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-07-12_quarterly-economic-and-fiscal-commentary-q2-2018_en.pdf
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