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Goldilocks or not? Irish Government sets out Budget 
parameters 

The recently released Summer Economic Statement set the boundaries for the upcoming Irish Budget 

in October, with the Government announcing a planned budget day package of €8.3bn (3% of GNI*). 

The majority of this is for spending measures (€6.9bn) with the remainder (€1.4bn) expected to fund 

income tax cuts. While new spending measures are expected in October, the majority (€5.1bn) are 

already pre-announced or “stand-still” measures, including funding for the public sector pay 

agreement, and €1.5bn to meet the large deficit already built up in the health service in 2024, followed 

by an additional €1.2bn in 2025. 

 

The Government’s budget strategy has attracted criticism from the Fiscal Advisory Council for being 

too expansionary in the context of an economy at full capacity. Certainly, the continued running of 

underlying fiscal deficits (excluding excess corporation taxes) is a concern, with current expenditure 

growth consistently above the national “spending rule” of 5% per annum. However, last year’s 

announcement of the establishment of two sovereign wealth funds is to be welcomed, with the 

Government beginning to funnel some of the excess corporation tax receipts into these funds this year. 

Moreover, the early identification and plugging of the funding gap in Health at the mid-year instead 

of Budget day is a sensible move, but longer term spending restraint will be required in this area. 

 

https://aib.ie/fxcentre
https://aib.ie/fxcentre


 

Page 2 of 2 

 

CUSTOMER TREASURY SERVICES 

Economist’s Weekly Market View 

More broadly, the Irish economy continues to grow at a robust pace, yielding significant tax revenues 

for the Government. Year -to-date, tax revenues are 9.3% higher compared to the same period in 2023. 

However, the growing reliance on multinationals to underpin the tax base remains the key threat to 

the highly-open Irish economy and the Government finances in the face of geopolitical risks and recent 

“de-globalisation” trends. A continued focus on improving Ireland’s debt dynamics, and targeted tax 

and spending measures which enhance the productive capacity of the economy should be the priority 

in the medium term to build up resilience to these potential global headwinds. 

 

David McNamara 

Chief Economist, AIB 

 

 

 

 

 
AIB Customer Treasury Services 

DUBLIN / CORK 
aib.ie/fxcentre 

Customer Treasury Services NI 
BELFAST 

aibni.co.uk/fxcentre 

Customer Treasury Services GB 
LONDON 

aibgb.co.uk/fxcentre 
 

Economic Research Unit 
AIBeconomics.unit@aib.ie 

Tel: 353-1-6600311 
                                                             
 
This publication is for information purposes and is not an invitation to deal. The information is believed to be reliable but is not guaranteed. Any expressions of opinions are 
subject to change without notice. This publication is not to be reproduced in whole or in part without prior permission. In the Republic of Ireland it is distributed by Allied Irish 
Banks, p.l.c. In the UK it is distributed by Allied Irish Banks, plc and Allied Irish Banks (GB). In Northern Ireland it is distributed by First Trust Bank. In the United States of America 
it is distributed by Allied Irish Banks, plc. Allied Irish Banks, p.l.c. is regulated by the Central Bank of Ireland. Allied Irish Bank (GB) and First Trust Bank are trademarks used under 
licence by AIB Group (UK) p.l.c. (a wholly owned subsidiary of Allied Irish Banks, p.l.c.), incorporated in Northern Ireland. Registered Office 92 Ann Street, Belfast BT1 3HH. 
Registered Number NI 018800. Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 
In the United States of America, Allied Irish Banks, p.l.c., New York Branch, is a branch licensed by the New York State Department of Financial Services. Deposits and other 
investment products are not FDIC insured, they are not guaranteed by any bank and they may lose value. Please note that telephone calls may be recorded in line with market 
practice. 

 

https://aib.ie/fxcentre
https://aib.ie/fxcentre
https://aibni.co.uk/fxcentre
https://aibgb.co.uk/fxcentre
mailto:AIBeconomics.unit@aib.ie

