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Introduction

Let’s start at the very end.

The bottom line of the non-financial sector accounts is:

- Net lending/(borrowing) 

In the Balance of Payments this is equivalent to:

- Current Account (CA) + Capital Account (KA)

Ireland’s tells a coherent story up to 2010; since then…
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The Capital Account

The capital account of the balance of payments is 
typically close to net zero (so tends to get little 
attention)

- capital transfers

- trade in non-produced, non-financial assets

But Ireland…





The Current Account

And in recent years, the behaviour of the headline 
balance in the current account is even worse…
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Balance of Payments: Current Account



Modified Current Account

Following the ESRG we have CA* (version 3.0)

Allows the story to continue beyond 2010…

(though some splicing is needed to get a full series –
the impact of the adjustments and methodological 
changes tends to be relative smaller in early years of 
the series)
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Canary in the Coalmine

The current account is an important indicator.

Historical data show significant deterioration in the 
current account balance prior to crises of 1980/81 and 
2008/09.
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The story in 2018

But how plausible is a figure showing a CA* surplus of 

€13 billion (6.5% of GNI*) for 2018?

The new sector accounts give some insight into this.

Note that CA = S – I

Concern would be that (after the * adjustments) the NFC 

contribution to CA* in last few years goes:

+ - + - +

Is this just noise?
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The new sector accounts give even more detail 

(beginning in 2013).

Foreign/Domestic Split for FCs and NFCs (as well as 

redomiciled PLCs).

We can now isolate the contribution of domestic NFCs 

to CA*.

Provides a much more consistent (and plausible) 

picture.
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What do we see?

Households, domestic FCs and domestic NFCs all have 

relatively stable (S – I) for past five years.

Residual/Not sectorised negative in most years.

• Households continue to deleverage (though over time 
may shift to assets rather than liabilities).

• For FCs, net value added plus net entrepreneurial 
income (interest margin after FISIM) minus 
compensation of employees is positive.

• Government has moved from negative to balance  
(watch that CT – discussed in earlier presentation)

And so what about domestic NFCs?



Domestic NFCs

The net lending of the domestic NFC sector has been 
positive and increasing in recent years?

• 2013: +€3,607m

• 2014: +€3,558m

• 2015: +€3,052m

• 2016: +€4,875m

• 2017: +€5,591m

• 2018: +€7,894m

Could it be linked to the exploding balance sheet of the 
sector (raised in earlier presentation)?









Domestics NFCs

The stability of net financial worth suggests that 
some form ‘circular’ transactions may have been 
entered into.

Most of the balance sheet increase on both the 
asset and liability side is explained by loan and 
equity instruments (possibly hybrids).

There is no significant changes evident in interest 
flows but …



Domestic NFCs

… look at resources of retained earnings on foreign direct 
investment in the allocation of income account for the 
domestic NFC sector.  Rose 300% from 2013 to 2018:

• 2013: €854m

• 2014: €685m

• 2015: €1,626m

• 2016: €2,063m

• 2017: €2,919m

• 2018: €3,389m





A home-made distortion

This would have been hidden previously (and likely 
attributed to the activities of foreign-owned NFCs).

Why is it happening? Not clear.  But now we get to 
see it.

Is it having a negative effect?  Are funds that might 
otherwise be available for domestic investment being 
kept offshore?  Are tax payments impacted?

GFCF has doubled from €7.7 billion in 2013 to €15.4 
billion in 2018.





Conclusion

New breakdown in the sector accounts is very useful.

As well as the current account, sectoral (and industry) 
contributions can also be done for output, income and 
growth.

Possible extensions:

• KA*? (marginal value)

• NIIP*? (possible benefit)
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Source: CSO, Ireland: Balance of Payments

Balance of Payments: Total NIIP & NIIP ex. NFCs (mainly MNCs), €billion
 

Net International Investment Position: Non-IFSC


