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This document gives an overview of key developments under the preventive and corrective arms of the
Stability and Growth Pact (SGP) on the basis of (1) the latest Council decisions and recommendations
in the framework of the SGP: (2) the latest European Commission (COM) economic forecasts; and (3) the
latest COM opinions on the Draft Budgetary Plans (DBPs) of euro area Member States. The document is
regularly updated.

This document is structured as follows: first a summary of the latest key developments relating to
the implementation of the SGP, then tables on key public finance indicators in relation to the
current Council recommendations and finally a chronology of recent SGP related analytical and
procedural steps.

1. Summary of latest developments

> Significant Deviation Procedures (SDPs) for Hungary and Romania

On 4 December 2018, the ECOFIN Council - on the basis of COM proposals of 21 November 2018 -
issued on Hungary and Romania: (a) decisions confirming that effective actions have not been taken;
(b) recommendations on measures to take to correct the deviations from the adjustment path
towards the respective medium-term budgetary objective (MTO): the revised annual structural
adjustments amount to at least 1% of GDP in 2019 both for Hungary and Romania.

> 2019 Draft Budgetary Plans (DBPs)

On 4 December 2018, the Eurogroup issued a statement on the 2019 DBPs, in which it:

0 supported the COM assessment of 21 November 2018 that the (revised) 2019 DBP of Italy
of 13 November is a particularly serious case of non-compliance with its obligations (i.e.
Council recommendations of July 2018) and recommended Italy to take the necessary
measures to be compliant with the SGP;

0 noted that Belgium, France, Portugal and Spain are not expected to comply prima facie
with the debt reduction benchmark in 2019;

0 invited all countries assessed by the COM - on 21 November 2018 - to be at “risk of non-
compliance” with their obligations under the SGP (i.e. Belgium, France, Portugal, Spain
and Slovenia) to address in a timely manner the identified risks and to ensure that their 2019
budget will be compliant with SGP provisions. The assessed risks of non-compliance with
the SGP in 2019 mean that they might lead to a significant deviation from the adjustment
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paths towards the respective MTO. Please see separate EGOV briefing on the COM Opinions
on these countries and ltaly;

0 noted that Luxembourg, Latvia and Slovenia submitted their DBPs on a no-policy-
change basis and invited them to submit the updates of their DBPs as soon as possible;

0 stated that “current economic conditions call for the urgent need to rebuild fiscal buffers,
notably in Member States that have not reached their MTO".

> Follow-up to the opinion on Italy

The COM published on 21 November 2018 a report under Art. 126 (3) TFEU, which concludes:
“Overall, the analysis suggests that the debt criterion as defined in the Treaty and in Regulation (EC) No
1467/1997 should be considered as not complied with, and that a debt-based EDP is thus warranted.”
The conclusion is notably based on the argument that “the identified risk of significant deviation from
the recommended adjustment path towards the MTO in 2018 and the particularly serious non-
compliance for 2019 with the recommendation addressed to Italy by the Council on 13 July 2018, based
on both the government plans and the COM 2018 autumn forecast.” Afterwards, the Economic and
Financial Committee of the ECOFIN Council formulated its opinion on the Art. 126(3) report,
agreeing with the COM (this information is based on sources in the public domain, as opinions by
the Economic and Financial Committee are not published).

On 19 December 2018, the COM concluded (in a letter to the Italian government) that the budget
amendments proposed by the Italian government, and as specified in a letter to the COM on
18 December 2018, would be sufficient, if fully implemented, for the COM not to recommend the
opening of an Excessive Deficit Procedure (EDP) at this stage. The COM will continue to monitor the
budgetary developments in Italy, and in particular the execution of the 2019 budget, in the context
of the European Semester of economic policy coordination. The Italian government, in an annex to
the above mentioned letter to the COM, is estimating a nominal budget deficit of 2.0% of GDP, a
structural deficit of 1.3 %, a structural budget effort of 0,0 % of potential GDP (including the use of
flexibility provision of the SGP) and the government debt to be 130,7% of GDP in 2019. These figures
would imply that the adopted budget for 2019 is prima facie at "risk of non-compliance" with its
obligations under the preventive arm of the SGP (i.e. there is a risk of significant deviation, since the
announced structural budget effort amounts to 0.0% of potential GDP while the required structural
budget effort is 0.6% of potential GDP).

> COM autumn 2018 economic forecasts

On 8 November 2018, the COM published its autumn 2018 forecasts for all Member States: The
general government deficit in the EU28 is expected to decrease from 1.0% of GDP in 2017 to 0.7%
in 2018 and to increase to 0.8% in 2019. Like in the earlier COM spring 2018 forecasts, 2018 is still
expected to be the first year in the Economic and Monetary Union in which all Member States
achieve nominal budget deficits lower than 3% of GDP.

When comparing the figures included in the 2019 DBPs and the COM autumn 2018 forecast,
one may draw the conclusion that Member States are in general more optimistic than the COM
(please see separate EGOV note for more information).

While, in 2017, the structural budget position improved in 20 Member States, it is expected to
improve in only 9 Member States in 2018; therefore, less Member States might be close or at the
MTO in 2018 (see below Figure and corresponding indicators in overleaf tables. The fiscal policy
stance for the euro area, as measured by the change in the structural balance, is expected to turn
slightly expansionary in 2019, after strong consolidation achieved between 2011 and 2014 and
being broadly neutral between 2015 and 2018.
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Figure: Comparison of structural balances in 2018 with the MTOs and their target years
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Note: Sources: Table 41 of the statistical annex to the COM autumn 2018 forecast (structural balances) and Country

Specific Recommendations 2012, 2013, 2014, 2015, 2016, 2017, 2018 and Stability and Convergence Programmes
2012-2018 (levels and target years of the MTOs),

For more details on the latest steps on the implementation of the SGP, please see Section 3.

2. Current Council recommendations and key public finance
indicators

The below tables provide an overview of key public finance indicators (budget balances, fiscal effort
and gross debt) in relation to the current Council recommendations under the SGP. The colour code
used in the left column of tables refers to the Commission assessments (in its opinions of
21 November 2018 on the 2019 DBPs) of the degree of risk of non-compliance by Euro Area Member
States with their current commitments under the SGP.

In contrast to 2017, the 2018 fiscal Country Specific Recommendations (CSRs; adopted in July 2018
by the Council) contain not only in their recitals but in the recommendations themselves concrete
targets on both the required structural effort and the expenditure benchmark per Member State.
The data on net primary government expenditure (which is the indicator used to assess compliance
with the expenditure benchmark) is only published in background documents by the COM: in
autumn 2018) in the COM staff working documents analysing the 2019 DBPs of the Euro Area
Member States and in spring 2018 in the COM assessments of the 2018 SCPs. In both cases, the COM
publishes the data only for those countries which do not fully comply with their MTO or with the
adjustment path towards it.

While Greece belongs since September 2018 to the preventive arm of the SGP, it is not yet subject
to CSRs, since the country was (until 20 August 2018) subject to an macro-economic adjustment
programme; therefore, the overleaf tables do not yet include Greece.

Spain is currently the only remaining Member State subject to an EDP, compared to 24 Member
Statesin 2011.1n 2017/2018, the following five Member States exited their EDP: France (June 2018),
the United Kingdom (December 2017), Greece (September 2017), as well as Croatia and Portugal
(both June 2017).
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Excessive Deficit Procedure - Corrective arm of SGP

COUNCIL RECOMMENDATIONS DATA RELATING TO COMPLIANCE

Reference = Current Fiscal effortin
year which | deadline | structural terms
| triggered for (% of GDP) as re-
E the EDP' | correction | quested by the
o of nominal | Council 2and CSR
f7a) deficit 2018 for the
E (latest expenditure
= EDP-re- benchmark
commen-  REQUIREMENT (A)
dations)
-0.4in 2016
0.5in 2017
0.5in 2018
2018 0.65in 2019 (.if
(Aug. under preventive
ES 2008 2016) arm, CSR 2018).
Under Art Expenditure
126(9) P

benchmark of 0.6
in 2019, if under
preventive arm

(CSR2018)

COM
COM forecast - autumn 20183 assessments of
(under no policy change scenario)* 2019 DBPs
Year | Structural budget GDP Net primary
Balance® (% of (% of | growth | government
potential GDP) (% expenditure (%
In brackets and italics: change) change)®
y-o0-y change: to be
compared to
REQUIREMENT (A)
2014 -1.5 (0.3) 100.4 1.4 -
2015 -2.5 (1.0)  99.3 3.6 -
2016 -3.3 (-0.8) 99.0 3.2 -
2017 -29 (0.4)  98.1 3.0 -
2018 -3.1 (-0.2) 96.9 2.6 -
2019 -3.1 (0.0) 96.2 2.2 1.7
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Progress towards the Medium-Term Objectives (MTOs) -
Preventive arm of the SGP

COUNCIL RECOMMENDATIONS

LATEST DATA RELATING TO COMPLIANCE

CcoM
Requirements included in the final Country Specific . assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if COM foreca.st -autumn 2018. a of DBPs (of
) . . - . . . (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 ° non-euro
" Level of area)
> MTO Structural budget Net primary
&5 Fiscal- Expen- (structural balance®: To be government
% structural diture  |budget bal- compared to expenditure
S adjustment | Benchmark | ance) and REQUIREMENT (% change)®
s (% of GDP) | (% growth) | Target year (@) i
for MTO” In brackets and eth To be
REQUIRE- italics: y-o-y 9 compared to
MENT REQUIRE- = REQUIRE- change: To be REQUIRE-
(A) MENT MENT compared to MENT
®) © REQUIREMENT ®)
(A)
“Ensure that the nominal growth rate of net primary
. oL ;
government expenfilture does not exceed 1,8 % in 2014 29 01 |1076 13 )
2019, corresponding to an annual structural
adjustment of 0,6 % of GDP. Use windfall gains to ac-
celerate the reduction of the general government debt| Postponed
ratio. Pursue the envisaged pension reforms and contain| from 0.0
the projected increase in long-term care expenditure. (...)"| in2019 2015 -23 (06) 1065 17 .
[CSR 2018]. (recital 6 of
CSR 2017
dp.18
2016 [CSR2016] 0.6 - and p 2016 | -2.3 0.0) |106.1| 15 -
Bg 2%/ of 5P2017) 00
Towards
0.0in 2020
2017 [CSR2016 0.6 - (recital 6 of 2017 | -14 (0.9) 1034 1.7 0.5
CSR2018
and p. 2 of
2018 [recital 10 of CSR 2017] 0.6 1.6 SP2018) 2018 | -1.3 (0.1) 101.4 1.5 2.2
2019 [CSR2018]. 0.6 1.8 2019 | -1.3 (0.0) 99.8 1.5 24
2012 -0.1 (1.1) 79.9 0.5 -
“While respecting the MTO, use fiscal and structural
policies to achieve a sustained upward trend in public and 2013 | 0.3 (0.4) 774 0.5 -
private investment, and in particular on education,
research and innovation at all levels of government {(...).” 2014 1.0 0.7) 74.5 2.2 -
[CSR 2018]. -0.5
2012 2015 1.0 (0.0) 70.8 1.7 =
ds
DE - onwar
2016 [CSR 2016, recital 5] No f'scaLt.argfjt IMTO | (Csr2012, | 2016 07 | (03) | 679 | 22 -
achieved] pp. 5/ 8 of
2017 [CSR 2017, No fiscal target [MTO SP2012)
incl. recitals 6/7] achieved] RO (1) e 22
2018 [CSR 2017, No fiscal target [MTO
incl. recitals 6/7] achieved] U e e 60-1 17
2019 [CSR 2018, incl. recital 6)| VO fis€al target MTO 2019 10 (04 567 18 -
achieved]
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE
COM
Requirements included in the final Country Specific 5 assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if (0L forecz?\st - autumn 2018. a of DBPs (of
) . . - - . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 0 non-euro
" Level of area)
= MTO Structural budget Net primary
&5 Fiscal- Expen- (structural balance®: To be government
% structural diture | budget bal- compared to expenditure
s adjustment  Benchmark = ance) and REQUIREMENT (% change)®
E (% of GDP) | (% growth) | Target year (@) o
for MTO” In brackets and P To be
REQUIRE- alies oy 9 compared to
MENT REQUIRE- = REQUIRE- change: To be REQUIRE-
(A) MENT MENT compared to MENT
®) © REQUIREMENT ®)
(A)
“Ensure that the noml:nal growth rate of net primal:y 2014 02 0.7) 105 29 _
government expenditure does not exceed 4,1 % in
2019, corresponding to an annual structural 2015 | 0.2 0.0) 9.9 1.9 )
adjustment of 0,6 % of GDP (...).” [CSR 2018]. 05 ’ ’ ’ '
2016 [CSR 2016, including No fiscal target [MTO 2017 ) 3 )
recital 5] achieved] (recital 7 of 2016 0.7 (0.9) 9.2 35
= 2017 [CSR 2017, including Remai ) CSR2017
recital 7] emain at MTO and CSR 2017 | -16 (-0.9) 8.7 49 4.4
2018)
2018 [recital 7 of CSR 2018]. -0.2 6.1 2018 | -0.8 (0.8) 8.0 3.5 5.7
2019 [CSR2018]. 0.6 4.1 2019 | -0.7 (0.1) 7.6 2.8 5.0
“Achieve the MTO in 2019. Use windfall gains to 2014 40 (090 1041 88 -
accelerate the reduction of the general government debt
ratio (...)" [CSR 2018]. 05 12015 21 (1.9 | 768 25.1 -
postponed
from -
2016 [CSR2016] 0.6 = 2018 2016 -1.0 (1.1) 73.4 5.0
IE (recital 5 of
2017 [CSR2016] 0.6 - CSR2016) | 2017 -02 = (0.8) | 684 72 26
to
. . 2019 [CSR
2018 [CSR 2017, incl. recital 9] 0.6 24 2018]. 2018 -0.2 (0.0) 63.9 7.8 2.7
2019 [recital 8 of CSR 2018] 0.1 53 2019 -0.5 (0.3) 61.1 4.5 7.7
“Ensure that the nominal growth rate of net primary
government expenditure does not exceed 1,4 % in 2014 | -3.0 (0.4) 94.9 1.0 -
2019, corresponding to an annual structural
adjustment of 0,6 % of GDP. Use windfall gains to
accelerate the reduction of the general government debt -0.4 2015 | -2.7 (0.3) 95.6 1.1 -
ratio (...)" [CSR 2018]. After 2022
(recital 6 of B
FR 2016 [EDPrec.2015] 0.8 - CSR2018 | 2016 | -2.7 (0.0) 98.2 1.2
and
pp 38/39 of -
. . = L . . .
2017 [EDP rec.2015] 0.9 20185P) 2017 | -24 (0.3) 98.5 2.2
2018 [recital 8 of CSR 2017] 0.6 1.2 2018 | -25 (-0.1) 98.7 1.7 1.8
2019 [CSR2018] 0.6 1.4 2019 | -23 (0.2) 98.5 1.6 1.5
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE
COM
Requirements included in the final Country Specific 5 assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if (0L forec§st - autumn 2018. a of DBPs (of
) . . - : . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 0 non-euro
" Level of area)
= MTO Structural budget Net primary
&5 Fiscal- Expen- (structural balance®: To be government
% structural diture | budget bal- compared to expenditure
s adjustment  Benchmark = ance) and REQUIREMENT (% change)®
E (% of GDP) | (% growth) | Target year (@)
for MTO In brackets and GDPth Tobe
REQUIRE- alies oy 9rowth | compared to
MENT REQUIRE- = REQUIRE- change: To be REQUIRE-
(A) MENT MENT compared to MENT
®) © REQUIREMENT ®)
“Ensure that the nominal growth rate of net primary
government expenditure does not exceed 0,1 % in
2019, corresponding to an annual structural 0.0
adjustment of 0,6 % of GDP. Use windfall gains to 2°|:'9
accelerate the reduction of the general government debt| (earliest)
; 201 -0.5 0.3 1316 | 0.9 -
ratio. (...) " [CSR2018] according 015 (0:3)
to recital 6
2016 [CSR 2016] 06 - of 2016 -1.5 (-1.0) 1314 1.1 -
CSR2017)
and
2017 [CSR2016] 0.6 = 2020 2017  -1.8 (-0.3) | 131.2 1.6 -0.3
according
2018 [CSR 2017, incl. recital ) to )
10] 0.6 0.2 recital 6 of 2018 -1.8 0.0) |131.1 1.1 0.4
CSR2018
2019 [CSR2018] 0.6 0.1 2019 30 (-1.2) 1310 12 12
2014 | 38 (4.0) 108.0 -1.3 -
No SGP related CSR 2018
2015 | 24 (-1.4) 108.0 2.0 -
0.0
2016 [CSR2016] Respect MTO 2017 13016 13 | (-1.1) |1055| 48 -
(recitals 6 of
cy CSR2017
2017 [CSR2016 Respect MTO and CSR 2017 | 15 (0.2) 96.1 4.2 3.8
, 2018)
2018 [recital 7 of CSR 2018 -0.4 1.9 2018 | 1.7 0.2) 105.0 3.9 3.0
No fiscal target [MTO
2019 [CSR2018 achieved] 2019 | 1.2 (-0.5) 98.4 3.5 7.7
“Achieve the MTO in 2019, taking into account the
! 2014 -14 -0.5, 40.9 1.9 =
allowances linked to the implementation of the structural -1.0 )
reforms for which a temporary deviation is granted (...)”| Postponed
[CSR2018] from 2015 -1.5 (-0.1) | 36.8 3.0 -
P —_— 2018
2016 [CSR 2016, incl. recital 5] ™t tTﬁeda"%',,"" froml ecital6of 2016 00 | (1.5 | 403 2.1 -
LV O — MTO CSR2017
2017 [CSR 2017, incl. recital 7] ° 'Scaht.argfjt][ 02019 2017 -12 | (1.2) 400 46 62
achieve (CSR 2018
2018 [CSR 2017, incl. recital 7] -0.3 6.0 induding | 5918 .18 | (06) | 371 41 6.5
recitals 6
2019 [CSR 2018, incl. recital 8] 0.4 43 and?) 019 17 @1 355 32 48
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE

coM
Requirements included in the final Country Specific assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if : - of DBPs (of
) . . - : . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 0 non-euro

area)

COM forecast - autumn 20183

Level of
MTO Structural budget Net primary
Fiscal- Expen- | (structural balance®: To be government
structural diture | budget bal- compared to expenditure
adjustment  Benchmark = ance) and REQUIREMENT (% change)®
(% of GDP) | (% growth) | Target year (@) o
formro’ Y€ In brackets and D - To be
REQUIRE- alies oy growth | compared to
MENT ~ REQUIRE- REQUIRE- A et REQUIRE-
(A) MENT MENT compared to MENT

(B) (@] REQUIREMENT ®)
(A)

]
'—
<C
'_
n
[a'
]
o
=
]
=

No numerical fiscal effort in CSR 2018, , but “Improve tax
compliance and broaden the tax base to sources less 2014 | -13 (0.6) | 40.5 35 -
detrimental to growth. Ensure the long-term sustainability
of the pension system while addressing the adequacy of|

pensions.” 1.0 12015 -07 | (06 | 426 | 20 -
2015
. . No fiscal target [MTO | (onwards)

LT 2016[CSR 2016, incl.recital 6] achieved] recital 8of 2016 04 | (03 | 399 | 24

, CSR2014

2017 [CSR 2017, incl. recital 8] N°f'S§iLtiZ:,9ezt][MTo andp3of 2017 | 07 | (03) | 394 | 41 66
CP2014)

2018 [CSR 2018, incl. recital 71| -0.6 6.4 2018 06 | (0.1) | 348 | 34 7.3

No fiscal target [MTO

2019 [CSR 2018, incl. recital 7] achieved] 2019 | -05 (0.1) 379 2.8 7.9
No numerical fiscal effort in CSR 2018, but: “Increase the
employment rate of older people by enhancing their 2014 21 (-:04) 227 43 B
employment opportunities and employability while
further limiting early retirement, with a view to also -0.5
improving the long-term sustainability of the pension| 2017 2015 1.1 (-1.00 | 22.2 3.9 -
system.” (recital 5 of
. . No fiscal target [MTO | C5R2016
LU (2016 [CSR 2016, incl. recital 5] achievged] andpp. 2016 14 (03) | 207 | 24 =
No fiscal target [MTO 4/6/10 of
2017 [CSR2017, incl. recital 6] ° 'Scah.argz] sP20i6and| 2017 16 | (02) | 230 15 104
achieve recital 6 of
2018 [CSR 2017, incl.recital ]| O 11563 raetIMTO | CSR2018) | 5918 13 | (03 | 214 | 3. 10.9
achieved]
2019 [CSR 2018, incl. recital 6]| 'O fiscal target IMTO 2019 11 (02 208 30 10.1
achieved]
2014 | -26 (-1.1) 63.7 8.2 -
No SGP related CSR 2018
2015 | -26 0.0 58.6 9.5 -
0.0 0.9
2016 [CSR2016] 06 - 2019 15016 03 | (29 | 563 52 -
MT (recital 5 of
2017 [CSR2016] 0.6 - CR0I6 12017 31 | (28 | 509 | 67 65
and p. 34 of
2018 [CSR 2017, incl.recital 7), NOfiscal target IMTO | 5P2016) | 3018 | 09 | (22) | 479 | 54 107
achievedl
2019 [CSR 2018, incl. recital 7], O fiscal target [MTO 2019 09 | (0.0) | 448 @ 49 96
achieved]
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE
COM
Requirements included in the final Country Specific 5 assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if (0L forec§st - autumn 201 8. a of DBPs (of
) . . - : . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 ° non-euro
" Level of area)
= MTO Structural budget Net primary
&5 Fiscal- Expen- (structural balance®: To be government
% structural diture | budget bal- compared to expenditure
s adjustment  Benchmark = ance) and REQUIREMENT (% change)®
E (% of GDP) | (% growth) | Target year (@) o
for MTO In brackets and P Tobe
REQUIRE- alies oy 9 compared to
MENT  REQUIRE- REQUIRE- change: Tolbe REQUIRE-
(A) MENT MENT compared to MENT
®) © REQUIREMENT ®)
No numeriFal fiscal effort, but Whlle re.spectm.g the 2014 05 (0.9) 67.9 14 )
MTO, use fiscal and structural policies to raise public and
private investment in research, development and
innovation (...)" [CSR 2018] -0.5 2015 -08 | (-03) | 646 | 20 -
2018
“Limit the deviation from| (recital 5 of
NL 2016 [CSR 2016 the MTO" CSR 2016 2016 0.5 (1.3) 61.9 2.2
and SP 2015
2017 [CSR 2016] 0.6 - 3/15) | 2017 | 0.7 (0.2) 57.0 29 -
pp. )
2018 [CSR 2017, incl. recital 6] N© ﬁscaLt.argfﬁ [MTO 2018 03 | (-04) 532 28 -
2019 [CSR 2018, incl. recital 6)|  NO fiscal target [MTO 2019 -03 (0.6 496 24 -
achiavedl
“Achieve the MTO in 2019, taking into account the
allowance linked to unusual events for which a temporary 2014 | -0.6 (1.1) | 840 | 07 -
deviation is granted. Ensure the sustainability of the health
and long-term care and the pension systems, including by
increasing the statutory retirement age and by restricting -0.5 2015 0.0 (0.6) 84.8 1.1 -
early retirement (...).” [CSR 2018] 2019
No fiscal © tout (recital 6 of
o fiscal target [bu CSR 2017
AT i’(y ?e[ccifflé?m “further measures and Csp | 2016 | -1.1 (-1.1) 83.0 2.0 -
’ needed”] 2018
2017 [CSR2016] 03 including | 5917 | 08 | (03 | 783 26 09
recitals 6, 8
and 9)
2018 [recital 8 of CSR 2018] -0.2 33 2018 | -0.8 (0.0) 74.5 2.7 3.9
2019 [CSR 2018, incl. recital 9] 0.3 29 2019 | -04 (0.4) 71.0 2.0 3.1
“Ensure that the nominal growth rate of net primary
government expenditure does not exceed 0,7 % in 2014 -1.8 (1.2) 130.6 0.9 -
2019, corresponding to an annual structurall g 55
adjustment of 0,6 % of GDP. Use windfall gains to Advanced
acc.elera,l"e the reduction of the general government debt| ¢~ 50-1 | 2015 -2.3 (-05) 1288 18 -
ratio (...)" [CSR 2018] (Raetzl @Gof
BN 2016 [CSR 2016 0.6 - CSR2017) | 2016 -21 | (0.2) 1292 19 -
incl roritnl A1 to 2020
2017 [CSR 2016] 0.6 - (recital 6 of | 2017 | -13 (0.8) 124.8 2.8 -0.9
CSR2018]
?07 8 [C;fRI i?” 06 0.1 2018 -09 | (04) 1215 22 15
2019 [CSR 2018] 0.6 0.7 2019 | -09 (0.0) 119.2 1.8 1.8
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE
COM
Requirements included in the final Country Specific 5 assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if (0L forecz?\st - autumn 201 8. a of DBPs (of
) . . - : . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 0 non-euro
" Level of area)
= MTO Structural budget Net primary
&5 Fiscal- Expen- (structural balance®: To be government
% structural diture | budget bal- compared to expenditure
s adjustment  Benchmark = ance) and REQUIREMENT (% change)®
E (% of GDP) | (% growth) | Target year (@) o
for MTO In brackets and P Tobe
REQUIRE- alies oy 9rowth | compared to
MENT REQUIRE- = REQUIRE- change: To be REQUIRE-
(A) MENT MENT compared to MENT
®) © REQUIREMENT ®)
(A)
“Ensure that the nominal growth rate of net primary
government expenditure does not exceed 3,1 % in| 0.25 2014 -20 (09) | 804 30
2019, corresponding to an annual structural “not
adjustment of 0,65 % of GDP. (...)” [CSR 2018] plannedto | 2015 | -1.3 (0.7) 82.6 23 -
be
2016 [CSR2016] 0.6 - achieved | 3016 10 | (03) | 787 | 3.1 )
by 2021,
SI
under a no- 0.0
2017 [CSR2016] 0.6 - . 2017 | -04 (0.6) 741 49
policy-
change
2018 [recital 7 of CSR 2018] 1.0 0.6 scenario” | 2018 | -0.8 (-0.4) 70.2 43 1.5
(recital 6 of
2019 [CSR2018] 0.65 3.1 CR2018) | 2019 | -10 | (02) | 663 | 33 34
“Ensure that the non!inal growth rate of net prima::y 2014 21 (-0.6) 535 2.8 _
government expenditure does not exceed 4,1% in
2019, corresponding to an annual structural -0.5
adjustment of 0,5 % of GDP(...)." [CSR 2018] Postponed AU s (0.1) 322 4.2 )
from
2016 [CSR2016] 0.25 = 2018 2016 -2.1 (0.1) 51.8 3.1 =
SK (recital 6 of
2017 [CSR2016] 0.5 - CSR2017) | 2017 | -0.9 (1.2) | 509 | 32 14
to 2020
2018 [CSR 2017, (recital 6 of )
incl. recital 8] 0.5 29 CSR 2018 2018 -0.8 (0.1) 48.8 4.0 4.0
2019 [CSR2018] 0.5 4.1 2019 -0.8 (0.0) 46.6 4.1 45
“Achieve the MTO in 2019, taking into account the 2014 | -15 -0.4) | 60.2 -0.6 -
allowances linked to the implementation of the structural
reforms for which a temporary deviation is granted (...) “
[CSR 2018] 2015 | 0.8 (0.7) 63.6 0.1 -
2016 [CSR2016] 0.5 - 2016 | -0.5 (0.3) 63.0 2.5 -
FI -0.5
2019
2017 [CSR2016] 0.6 - [CSR2018] | 2017 | -02 | (0.3) | 613 | 2.8 0.6
2018 [recital 8 of CSR 2018] -0.1 1.9 2018 | -0.8 (-0.6) 59.8 2.9 24
2019 [recital 9 of CSR 2018] -0.2 2.9 2019 | -0.6 (0.2) 58.5 2.2 3.1
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE
COM
Requirements included in the final Country Specific 5 assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if (0L forecz?\st - autumn 201 8. a of DBPs (of
) . . - : . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for
or in Significant Deviation Procedures (SDP) 2018 0 non-euro
" Level of area)
= MTO Structural budget Net primary
&5 Fiscal- Expen- (structural balance®: To be government
% structural diture | budget bal- compared to expenditure
s adjustment | Benchmark | ance) and REQUIREMENT (% change)®
Ll
(% of GDP) | (% growth) | Target year (@)
= ° fogM 7J'/O7 Ye Debt | GDP To be
In brackets and el
REQUIRE- alies oy 9 compared to
MENT REQUIRE- | REQUIRE- change: To be REQUIRE-
(A) MENT MENT compared to MENT
B © REQUIREMENT ®)
No numerical fiscal effort in CSR 2018, but: “Improve tax 2014 | -1.7 (-1.7) 27.1 1.8 -
collection and the efficiency of public spending, including
by stepping up enforcement of measures to reduce the
extent of the informal economy.” 2015 | -1.2 (0.5) 26.2 35 -
-1.0
2016 [CSR2016] 0.5 - 2017 | 2016| 0.3 (1.5) | 296 | 39 -
BG (Recital 5 of
CSR2016
2017 [CSR 2016] 0.5 - and CP 2076/ 2017 | 1.1 08 | 256 | 38 -
pp. 5/33)
2018 [Recitals 5/6 No fiscal target [MTO
of CSR2017] achieved] 2018 | 0.7 (-0.4) 233 3.5
No fiscal target [MTO
2019 [CSR2018 achieved] 2019 | 04 (-0.3) 21.3 3.7 -
No numerical fiscal effort in CSR 2018, but: “Improve the 2014 -0.7 (-0.9) | 422 2.7 -
long-term fiscal sustainability, in particular of the pension
system (...) 1.0 2015 -0.6 (0.1) 40.0 5.3 =
2016 [CSR2016 No fiscal target (MTO | 2016
) N . onwards | 2016 | 0.9 (1.5) 36.8 2.5 -
cz incl. recital 5] achieved] (recital 5 of
2.0117 [CR IZO i No f'scaLt.argzt IMTO 1 "csro015 (2017 11 | (02 | 347 | 43 -
incl. recital 5] : achieved] and CP 2015
?018[C.SR 2017, No fiscal 'Farget [MTO p.2) 2018 09 02 | 332 3.0 _
incl. recital 5] achieved]
No fiscal target [MTO g :
2019 [CSR 2018 achieved] 2019 02 -0.7) | 32.1 29
2014 | -0.8 (0.3) 443 1.6 -
No SGP related CSR 2018
2015 -1.9 (-1.1) 39.9 1.6 -
-0.5
2016 [CSR 2016 Respect MTO 2016 2016 | 0.1 (2.1) 379 20 -
DK onwards
2017 [CSR2016] 0.25 - (recital 50f | 2017 | 1.2 (1.1) | 361 | 23 -
CSR2016)
No fiscal target [MTO
2018 [CSR 2017 achieved] 2018 | 0.5 (-0.7) 333 1.2 -
No fiscal target [MTO
2019 [CSR 2018 achieved] 2019 | 0.9 (0.4) 32.2 1.8
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https://ec.europa.eu/info/european-semester/european-semester-timeline/eu-country-specific-recommendations/2016-european_en
https://ec.europa.eu/info/publications/2017-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/publications/2018-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/preventive-arm/significant-deviation-procedure_en
http://data.consilium.europa.eu/doc/document/ST-9429-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.C_.2016.299.01.0032.01.ENG&toc=OJ%3AC%3A2016%3A299%3ATOC
https://ec.europa.eu/info/sites/info/files/european-semester-convergence-programme_bulgaria_2016_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(08)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(08)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(02)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9429-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-9432-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.C_.2016.299.01.0023.01.ENG&toc=OJ%3AC%3A2016%3A299%3ATOC
http://ec.europa.eu/europe2020/pdf/csr2015/cp2015_czech_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(06)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(06)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(03)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9432-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-9433-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(21)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(21)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(21)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(04)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9433-2018-INIT/en/pdf
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Implementation of the Stability and Growth Pact - December 2018

COUNCIL RECOMMENDATIONS

Requirements included in the final Country Specific
Recommendations (CSRs) 2016, 2017 and 2018 (if
available, either in the enacting part or in their recitals)
or in Significant Deviation Procedures (SDP) 2018

Fiscal- Expen-

structural diture
adjustment | Benchmark
(% of GDP) | (% growth)

REQUIRE-
MENT
(A)

REQUIRE-
MENT
(B)

Level of
MTO
(structural
budget bal-
ance) and
Target year
for MTO”

REQUIRE-
MENT
@

COM forecast - autumn 20183

(under no policy change scenario)*

(% of GDP)

Structural budget

balance®: To be
compared to
REQUIREMENT
(@)

In brackets and
italics: y-o-y
change: To be
compared to
REQUIREMENT

Debt

GDP
growth

LATEST DATA RELATING TO COMPLIANCE

COM
assessments
of DBPs (of
CSRs for
non-euro
area)

Net primary

government
expenditure
(% change)®

To be
compared to
REQUIRE-
MENT
(B)

No numerical fiscal effort, but: “Strengthen the fiscal 2014 -34 -0.1) 84.0 0.1 _
framework (..). Introduce a recurrent property tax.”
[CSR2018 4175 2015 -23 | (1.1) | 837 24 -
2017
2016 [CSR 2016 Correct excessive deficit | (recitals 5/6 | 2016 | -0.7 (1.6) 80.2 35 =
HR of CSR2017
2017 [CSR 2016] 0.6 - and recital | 2017 0.7 (14) | 775 29
5 of
2018 [CSR 2017, incl. recital 6] “Remain at MTO” CSR2018) | 2018 | -0.5 (-1.2) | 735 2.8
No fiscal target [MTO
2019 [CSR 2018] I 2019 0.7 (-0.2) 70.1 2.8
“In 2018, ensure compliance with the Council
recommendation of ... June 2018 with a view to correcting 2014 | -20 (-0.7) 76.6 4.2 -
the significant deviation from the adjustment path toward
the MTO." [CSR 2018] and “ensure that the nominal
growth rate of net primary government expenditure does
not exceed 3,3 % in 2019, corresponding to an annual 2015 | -20 (0.0) 76.6 35 B
structural adjustment of 1,0 % of GDP,”[SDP 2018] 15
2020
HU |2016 [CSR 2016 0.5 - (recital 5of | 2016 | <18 | (02 | 759 | 23 -
CSR2017
2017 [CSR2016] 0.6 - 2017 | -34 (-1.6) 733 4.1 -
2018 [CSR 2018, SDP of June
2018] 1.0 2.8 2018 | -3.8 (-0.4) 729 43 4.6
2019 [SDP of Dec. 2018] 1.0 33 2019 | -33 (0.5) 70.3 34 4.6
“Ensure that the nominal growth rate of net primary
government expenditure does not exceed 4,2 % in 2014 | -2.8 (0.5) 504 33 =
2019, corresponding to an annual structural
adjustment of 0,6 % of GDP. Take steps to improve the 1.0
efficiency of public spending, including by improving the| p¢tar 2020 | 2015 | -2.2 (0.6) 51.3 3.8 =
budgetary process..” [CSR 2018] (Recital 5 of
PL 2016 [C5R2016] 05 - %23’7 2016 19 | (03) | 542 | 3. -
p. 24 of
2017 [CSR2016 0.5 = cP2017 2017 | -19 (0.0) 50.6 4.8
.201 8 [C.SR B 0.5 3.7 2018 | -20 (-0.1) 49.2 4.8 4.2
incl. recital 7]
2019 [CSR2018] 0.6 4.2 2019 -20 (0.0) 483 3.7 53
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https://ec.europa.eu/info/european-semester/european-semester-timeline/eu-country-specific-recommendations/2016-european_en
https://ec.europa.eu/info/publications/2017-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/publications/2018-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/preventive-arm/significant-deviation-procedure_en
http://data.consilium.europa.eu/doc/document/ST-9430-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(10)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9430-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(23)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(23)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(10)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9430-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-9438-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-14686-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(16)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(19)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(19)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9438-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-9760-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-9760-2018-INIT/en/pdf
https://www.consilium.europa.eu/media/37280/st15085-en18.pdf
http://data.consilium.europa.eu/doc/document/ST-9446-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(20)&from=EN
https://ec.europa.eu/info/sites/info/files/2017-european-semester-convergence-programme-poland-en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(04)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(04)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(20)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9446-2018-INIT/en/pdf
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COUNCIL RECOMMENDATIONS LATEST DATA RELATING TO COMPLIANCE

COM
Requirements included in the final Country Specific assessments
Recommendations (CSRs) 2016, 2017 and 2018 (if : - of DBPs (of
) . . - : . - (under no policy change scenario)
available, either in the enacting part or in their recitals) (% of GDP) CSRs for

or in Significant Deviation Procedures (SDP) 2018 non-euro

Level of )
MTO Structural budget Net primary
Fiscal- Expen- | (structural balance®: To be government
structural diture | budget bal- compared to expenditure
adjustment  Benchmark = ance) and REQUIREMENT (% change)®
% of GDP) | (% growth) | Target year (@
( | ) fogM7)'/O7 Ye I » D GDP To be
n brackets and el
REQUIRE- alies oy 9 compared to
MENT REQUIRE- = REQUIRE- change: To be REQUIRE-
(A) MENT MENT compared to MENT

(B) (@] REQUIREMENT ®)

COM forecast - autumn 20183

]
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n
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]
o
=
]
=

“Ensure compliance with the Council recommendation of| -1.0
(...) June 2018 with a view to correcting the significant| After 2020 | 5514 | 04 (0.6) 39.2 34
deviation from the adjustment path toward the MTO| (recital 6 of
(..)"[CSR2018] and " ensure that the nominal growth rate| CSR 2017)
of net primary government expenditure does not exceed| and “The
4,5% in 2019, corresponding to an annual structural| MTO (...)is | 2015 | -0.2 (0.2) 37.8 3.9 -

adjustment of 1,0% of GDP “[SDP 2018] not expec-
RO I o ted to be
Limit deviation from
2016 [CSR2016] s reached by | 2016 | 22 | (-20) | 373 | 48 -
. . 2021, which
2017 [CSR 2017, incl. recital 7) 0.5 - is the end 2017 | -34 (-1.2) 35.1 7.3 -
2018 [CSR 2018, SDP of June of the pro- _
Sona 0.8 3.3 gramme 2018 3.3 0.1) 35.1 3.6 53
horizon”
2019 [SDP 2018] 1.0 4.5 (recital 5 of 2019 | -34 (-0.1) 35.9 3.8 6.2
2013 | 0.2 (-0.1) 394 0.8 -
No SGP related CSR 2018 2014 -04 (-0.6) 455 2.6 =
-1.0 2015 0.1 (05 | 442 | 45 -
X 2012/2013
2016 [recital 50f CSR 2016] | \© f'sgiLtizzlgezt] IMTO " Gnwards | 2016 08 | (0.7) | 424 | 27 -
SE P — VoS (recital 10
2017 [recital 5 of CSR 2016] LB of CSR2012| 2017 14 | (0.6) @ 408 @ 2.1 )
achieved] and pp.
. No fiscal target [MTO | 22/39of -
2018 [recital 5 of CSR 2017] B —" CP 2012) 2018 | 0.9 (-0.5) 37.8 2.4
2019 [recital 5 of CsR 2018] | O fiscal target [MTO 2019 09  (0.0) 355 18 .
achieved]
“Ensure that the nominal growth rate of net primary 2014 | -5.1 (-0.8) 87.0 29 _

government expenditure does not exceed 1,6 % in
2019-2020, corresponding to an annual structural
adjustment of 0,6 % of GDP.” [CSR 2018]

2015 | 45 (0.6) 87.9 23 -

No MTO B
2016 [CSR2016] Correct excessive deficit | (recital 50f | 2016 | -3.4 (1.1) | 87.9 1.8
UK CSR2017
and recital
2017 [CSR2016| 0.6 - 60fCSR | 2017 | -2.3 (1.1) | 874 | 17 -
2018)
2018 [recital 7 of CSR 2017] 0.6 1.8 2018 | -1.8 (05 | 8.0 | 13 2.0
2019 [CSR2018] 0.6 16 2019 | -1.3 (0.5) | 845 1.2 14
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https://ec.europa.eu/info/european-semester/european-semester-timeline/eu-country-specific-recommendations/2016-european_en
https://ec.europa.eu/info/publications/2017-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/publications/2018-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/preventive-arm/significant-deviation-procedure_en
http://data.consilium.europa.eu/doc/document/ST-9448-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-14684-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(22)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9448-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(18)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(22)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9448-2018-INIT/en/pdf
http://data.consilium.europa.eu/doc/document/ST-9761-2018-INIT/en/pdf
https://www.consilium.europa.eu/media/37280/st15085-en18.pdf
http://data.consilium.europa.eu/doc/document/ST-9452-2018-INIT/en/pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013H0730(21)
https://ec.europa.eu/info/sites/info/files/file_import/cp2013_sweden_en_0.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(13)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(13)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(26)&from=EN
http://data.consilium.europa.eu/doc/document/ST-9452-2018-INIT/en/pdf
https://ec.europa.eu/info/sites/info/files/file_import/2018-european-semester-country-specific-recommendation-commission-recommendation-united-kingdom-en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(27)&from=EN
https://ec.europa.eu/info/sites/info/files/file_import/2018-european-semester-country-specific-recommendation-commission-recommendation-united-kingdom-en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2018-european-semester-country-specific-recommendation-commission-recommendation-united-kingdom-en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(03)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32016H0818(03)&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017H0809(27)&from=EN
https://ec.europa.eu/info/sites/info/files/file_import/2018-european-semester-country-specific-recommendation-commission-recommendation-united-kingdom-en.pdf
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Table notes: ' The year for which a deficit in excess of 3% of GDP was notified by the national authorities, or the year for which
these authorities notified a planned budget deficit in excess of 3%. 2 The source of the structural effort required by the Council
is the current EDP recommendation adopted by the Council.? See following tables of the statistical annex to the COM autumn
2018 forecast: tables 1 (GDP growth), 36 (nominal budget balance), 41 (structural budget balance) and 42 (gross debt). For years
before 2014, the data sources are Eurostat and the COM online database AMECO.

4See COM autumn 2018 forecast Box I.4 (page 68) "Some technical elements behind the forecast".

5The structural budget indicator is measured as % of potential GDP. See table 41 (structural budget balance) of the statistical
annex to the COM autumn 2018 forecast. In brackets the year on year change of the structural balance in percentage points of
potential GDP, which can be regarded only as a proxy for the "effective action"/"fiscal effort", as the assessment of effective action
by COM takes also account many other elements (see pp. 36-56 and pp. 192-208 of the SGP Vademecum of March 2018). ¢ Net
primary government expenditure is defined as total government expenditure excluding interest expenditure, expenditure on
Union programmes fully matched by Union funds revenue and non-discretionary changes in unemployment benefit
expenditure. Nationally financed gross fixed capital formation is smoothed over a 4-year period. Discretionary revenue measures
or revenue increases mandated by law are factored in. One-off measures on both the revenue and expenditure sides are netted
out. The sources used in this table are for Euro Area Member States the COM staff working documents analysing the 2019 DBPs
and for non-Euro Area Member States the COM assessments of the 2018 Stability and Convergence Programmes (SCPs); while
the COM documents include the expenditure benchmark and the deviation of net expenditure growth from the benchmark, the
above table presents the net expenditure growth by subtracting the COM figures on benchmark and deviation.

7 The sources for the level and the target year of the MTOs are the CSRs 2012; 2013, 2014, 2015, 2016, 2017, 2018 and the SCPs
2012-2018. The COM and Member States update every few years the MTOs on the basis of the agreed methodology of the Code
of Conduct of the SGP (please see the COM Institutional paper 034, September 2016, p. 12). For this table, CSRs as adopted by
the Council in 2012-2018 have been used as the main source to identify target dates to achieve the MTOs.

3. SGP implementation: recent developments

Regarding the decisions taken by the ECOFIN Council and the Eurogroup on 4 December 2018,
please see Section 1 of this briefing.

On 21 November 2018, the COM published its autumn 2018 Semester package, which included
the following elements in areas linked to the SGP:

> Opinions on the Draft Budgetary Plans (DBPs) of euro area Member States

0 The revised DBP of Italy was assessed to be a particularly serious case of non-compliance
with the Country-Specific Recommendations (CSRs) of July 2018 (see section 1 for more
recent information and overleaf page for details on the assessment process of the Italian
DBP).

0 For ten Member States (Germany, Ireland, Greece, Cyprus, Lithuania, Luxembourg, Malta,
Netherlands, Austria, and Finland), the DBPs were assessed to be compliant with the SGP in
2019.

0 For three Member States (Estonia, Latvia and Slovakia), the DBPs were found to be broadly
compliant with the SGP in 2019, which means that they were assessed to lead to some
deviation from the country's MTO or the adjustment path towards it (see separate briefing
for more information on the concept of MTOs).

0 For five Member States (Belgium, Spain, France, Portugal and Slovenia), the DBPs were
judged to pose a risk of non-compliance with the SGP in 2019, which means that they
might lead to a significant deviation from the adjustment paths towards the respective MTO.

> Draft recommendations on the economic policy in the euro area:

Out of five recommendations on the economic policy of the euro area, the following one
targets specifically fiscal policies under the SGP: “Rebuild fiscal buffers in euro area countries
with high levels of public debt, support public and private investment and improve the quality
and composition of public finances in all countries.”
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https://ec.europa.eu/info/sites/info/files/economy-finance/ecfin_forecast_autumn_081018_statistical_annex_en.pdf
http://ec.europa.eu/eurostat/tgm/table.do?tab=table&init=1&language=en&pcode=tec00115&plugin=1
http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm
https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/autumn-2018-economic-forecast_en
https://ec.europa.eu/info/sites/info/files/economy-finance/ecfin_forecast_autumn_081018_statistical_annex_en.pdf
https://ec.europa.eu/info/sites/info/files/economy-finance/ecfin_forecast_autumn_081018_statistical_annex_en.pdf
https://ec.europa.eu/info/sites/info/files/economy-finance/ip075_en.pdf
http://data.consilium.europa.eu/doc/document/ST-14814-2016-INIT/en/pdf
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/annual-draft-budgetary-plans-dbps-euro-area-countries/draft-budgetary-plans-2019_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/stability-and-convergence-programmes/assessment-programmes-2018_en
http://ec.europa.eu/europe2020/making-it-happen/country-specific-recommendations/2012/index_en.htm
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C:2013:217:FULL&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C:2014:247:FULL&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:C:2015:272:FULL&from=EN
https://ec.europa.eu/info/publications/2016-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/publications/2017-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/publications/2018-european-semester-country-specific-recommendations-council-recommendations_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/stability-and-convergence-programmes_en
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/stability-and-growth-pact/stability-and-convergence-programmes_en
https://ec.europa.eu/info/sites/info/files/file_import/ip034_en_2.pdf
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All euro area Member States have submitted in October 2018 their 2019 DBPs, in accordance with
Regulation (EU) No. 473/2013:
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On 19 October 2018, the COM sent letters to Belgium, France, Portugal and Spain
asking the respective governments for clarifications on the compliance of the
respective fiscal effort in 2019 with the requirements of the preventive arm of the SGP;
furthermore, the COM sent on 19 October 2018 a letter to Slovenia asking the
government to submit an updated 2019 DBP, since the current one does not include
new planned policy measures (“no policy change DBP”). All countries replied to the
COM on 22 October (see here replies by Belgium, France, Portugal, Slovenia and

Spain).

Italy: On 4 October 2018, the Government sent a letter to the COM, informing it that
“the government has decided to modify its fiscal targets for 2019-2021 in order to pursue a
program of socio-economic reforms and public investment at a time when growth in the
European and Italian economies is decelerating and unemployment in our country remains
unacceptably high - both in absolute terms and relative to the EU average.” Among the
modified targets, the Government informed it would be seeking parliamentary approval
to increase the deficit to 2.4% of GDP in 2019 (with the structural deficit widening by
0.8% in 2019 and stabilising thereafter). On 5 October 2018, the COM reacted by letter,
whereby it recalled that the recommendation under the SGP addressed to Italy, like to
any other Member State, had been unanimously approved and that its assessment of
the Italian budgetary stance would start with the submission of the DBP Plan for 2019.
Notwithstanding, the COM took note of Italy’s intention to deviate from the previously
announced convergence path towards the MTO. On 15 October, the Italian Government
submitted its 2019 DBP to the COM and on 18 October, the COM sent a |etter to the
Italian Government; the letter seeks clarification on the planned deviation from the
recommendations addressed to Italy, considered a “source of serious concern to the
Commission.” In its reply of 22 October, the Italian government acknowledges that the
Italian DBP contains a structural balance path and a debt path which are notin line with
the SGP; but it is also convinced that the chosen budget policy strategy is necessary to
support a recovery in investment and GDP growth and that it will not pose a risk for the
financial stability neither of Italy nor of other EU Member States government. On
23 October 2018, in accordance with Regulation 473/2013, the COM issued an Opinion
on the DBP of Italy (see also accompanying letter) requesting the country to submit
within three weeks a revised DBP, given that that the COM assesses “a particularly
serious non-compliance with the recommendation addressed to Italy by the Council on 13
July 2018" and against the background that “the 2019 DBP is not in line with the
commitments presented by Italy in its Stability Programme of April 2018”. On 13 November
2018, the Italian Minister of Finance sent a revised DBP and an accompanying letter to
the COM, confirming the fiscal objectives included in the original DBP and presenting a
privatisation objective of 1% of GDP in 2019 with the aim to have a dampening effect
on the debt ratio. The Italian Minister also argued that natural events call for urgent
public works, which should be considered as exceptional and allow for the application
of flexibility clauses. On the same day, the Ministry stated that the Treasury
Administration sent a report to the COM, presenting the “relevant factors affecting the
debt trajectory”, as requested by the COM in October. As described in section 1 of this

15
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Implementation of the Stability and Growth Pact - December 2018

briefing, budgetary amendments put forward by Italy in December 2018 have even-
tually led the COM to declare that it will not recommend the opening of an EDP at this
stage. Italy would still be prima facie at "risk of non-compliance" with its obligations under
the preventive arm of the SGP.

On 13 July 2018, the Council concluded the 2018 European Semester by adopting the 2018 CSRs see
also separate EGOV overview). The CSRs inter alia contain explicit fiscal targets in terms of annual
structural adjustment and growth of net primary government expenditure. Notably, the fiscal CSRs
reflect the recommendations for Council Opinions on the 2018 Stability and Convergence
Programmes (SCPs). Greece exited its financial assistance programme on 20 August 2018, after the
adoption of the 2018 CSRs, so that the country is currently part of the European Semester and the
preventive arm of the SGP, without being subject yet to CSRs.

Box: Entry into force of the debt reduction benchmark

EU Requlation 1467/97 stipulates that the debt reduction benchmark (which is relevant for countries
with public debt above 60% of GDP) is applicable after a transition period of three years from the
correction of the excessive deficit, if the country was in an EDP at the entry in force of the regulation
(i.e. on 8 November 2011). Member States within the transition period have to comply with a so-
called Minimum Linear Structural Adjustment (defined on p. 12 of current Code of Conduct on the
SGP implementation and in Annex 5 of the 2018 Vade Mecum on the SGP). The state of play regarding
is as follows:

- Finland (not in EDP on 8/11/2011): the debt rule is applicable without transition period since the entry
in force of the regulation.

For the following countries, transition periods existed or exist, since they were in EDP on 8 November
2011:

- Germany and Malta: expiration of the transition period in the end of 2014.

- Italy: expiration of the transition period in the end of 2015.

- Belgium; Austria and the Netherlands: expiration of the transition period in the end of 2016.
- Ireland, Cyprus and Slovenia: the transition periods will expire in the end of 2018.

- Portugal and Greece: expiration of the transition period end of 2019.

- Croatia, which entered the EU after the entry in to force of the regulation and whose deficit is not any
more excessive since 2016, the debt rule is applicable without a transition period.

- France, whose deficit is not anymore excessive since the reference year 2017, the transition period will
expire end of 2020.

- Spain (the only country still under EDP): the transition period will expire three years from the
correction of the excessive deficit.
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