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The economy continued to grow at a 
sustained rate. Provisional estimates 
issued by the National Statistics Office 
(NSO) indicate that the Gross Domestic 
Product (GDP) for the third quarter 
increased by 9.5% in nominal terms when 
compared to a year earlier. In real terms, 
GDP went up by 7.5%. During the third 
quarter of 2018, GDP growth was mainly 
attributable to domestic demand and 
external demand. Total final consumption 
expenditure increased by 8.1% in nominal 
terms and 6.5% in real terms.

The flash estimate for third quarter euro 
area growth stood at 1.6% declining from 
2.2% in the previous quarter. A decline is 
also expected from the  European Union 
(EU) average growth rate down 1.8% in Q3 
2018 from 2.1% in Q2 2018.

Tourism also continued to be an important 
contributor to Malta’s economy. 

The number of total inbound visitors in 
October grew by 10.5% compared with 
growth of 15.1% in September. Tourist 
spending in Malta increased at a more 
modest rate of 3.3%, after going up by 
4.8% in September. On the other hand, 
during the third quarter of the year, foreign 
passengers fell to 183,480, from 206,541 
in the same period of 2017, even though 
the number of cruise liners that visited 
Malta stood at 95, only four less than a year 
earlier.

The Index of Industrial Production, 
which measures economic activity in the 
quarrying, manufacturing and energy 
sectors, rose by 0.9% in October in annual 
terms, following a contraction of 4.7% in 
the preceding month. On the other hand, 
growth in retail trade, which is a short-
term indicator of final domestic demand, 
fell at an annual rate of 2.3%, following a 
decline of 0.9% in September.

Activity



In July, the number of persons 
registering for work stood at 1,828 
decreasing by 26.9% when compared to 
the corresponding month in 2017. The 
registered unemployment rate in February 
2018 stood at 1.0% of the labour supply. 

The seasonally-adjusted unemployment 
rate published by Eurostat for Malta also 
declined in October, falling to 3.7%, down 
from 4.0% a year earlier. The rate for the 
euro area was 8.1% in October 2018, stable 
compared with September 2018 and down 
from 8.8% in October 2017.

During the first quarter of 2018, Labour 
Force Survey estimates indicated an 
increase of 6.8% in employment when 
compared to the corresponding quarter 
of 2017. The average annual basic 
salary (excluding overtime, bonuses and 
allowances) of employees for the third 
quarter of 2018 was estimated at €19,076. 

The highest basic salary was recorded 
in the Information and Communication 
sector. Average annual salaries varied 
from €32,979 among managers to €11,691 
among persons employed in elementary 
occupations.

Labour market

The seasonally-adjusted 
unemployment rate 
published by Eurostat 
for Malta also declined in 
October, falling to 3.7%, 
down from 4.0% a year 
earlier. 



After picking up for several months, the 
annual rate of inflation as measured by 
the Harmonised Index of Consumer Prices 
(HICP) in October 2018 fell to 2.0% from 
2.5% in September 2018 largely reflecting 
tourism-related services. Inflation in non-
energy industrial goods (NEIG) eased 
further, reflecting downward pressures on 
prices for imported goods. On the other 
hand, food inflation picked up, driven by 
annual increases in the prices of bread, 
dairy products, and vegetables. Inflation in 
the energy subcomponent was unchanged 
when compared with September.

Cost inflation, as measured by the 
Industrial Producer Price Index (PPI), 
stood at 3.4% in October. Inflation eased, 
when compared to recent months.

Malta’s harmonised competitiveness 
indicators (HCI) continued to point towards 
further deterioration in international 

competitiveness in October.  Annual 
growth in the nominal HCI stood at 2.6%, 
while the real HCI, which also takes 
into account relative price pressures, 
grew by 3.3%. This suggests that 
movements in the euro exchange rate and 
developments in relative prices vis-à-vis 
international trading partners over the 
past year have negatively impacted Malta’s 
competitiveness. Nonetheless, the extent 
of this deterioration has moderated in 
recent months.

During the second quarter of this year, the 
Property Price Index (PPI) increased at a 
slightly faster pace as it rose by 5.7% on 
a year earlier, after rising by 5.6% in the 
first quarter of 2018. In the quarter under 
review, the rate of growth in Malta was 
higher than that registered in the euro 
area, which stood at 4.3%.

Prices & cost
competitiveness



During the second quarter of 2018, the general government returned to a surplus after registering a deficit 
during the previous quarter. When measured as a four-quarter moving sum, the general government 
surplus was significantly higher when compared with the period ending in June 2017. The cyclically-adjusted 
surplus-to-GDP ratio also improved during this period. Meanwhile, general government debt as a share of 
GDP decreased slightly to 49.6% at the end of June 2018, from 50.5% at the end of March.

At the end of June, the debt-to-GDP ratio in the euro area stood at 86.3%.

In October, the Central Bank’s Business Conditions Index (BCI) eased slightly over the previous month, 
and fell to 0.6. The latest drop in the BCI index reflected lower economic sentiment, which outweighed 
improvements in tourist arrivals and the labour market, amongst other factors. The BCI, however, continued 
to indicate above average conditions.

The Central Bank’s Economic Sentiment Indicator (ESI) declined to 109, from 120 in the preceding month and 
remained above its long-term average of 101. Lower sentiment was registered in all sub-components except 
among consumers, whose confidence was unchanged.

Government finance

Sentiment



The Central Bank’s latest projections 
foresee economic growth to remain strong 
from a historical perspective. During the 
projection horizon, growth will remain 
high, supported by both demand and 
supply factors. In particular, the continued 
impact of the energy reforms, new 
investment projects and increased labour 
supply are expected to keep potential 
output elevated. Domestic demand, driven 
by higher consumption and investment, is 
anticipated to become the primary driver 
supporting the economic expansion over 

the projection horizon. Net exports are 
expected to provide some support this 
year, but their contribution is expected to 
turn negative from 2019, reflecting higher 
import growth.
Annual inflation, based on the HICP, is 
projected to edge up to 2.1% by 2021, 
reflecting a pick-up in domestic wage 
pressures. With respect to public finance, 
projections for the government balance 
remain in surplus and for debt the debt-to-
GDP ratio is projected to decline to below 
40% by 2021.

Looking ahead

The pace of job creation is set to moderate but remain 
strong. The labour market is projected to remain tight, 
with the unemployment rate remaining at 4.0% by 
2021. 
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Credit ratings

Rating Agency Long-term Short-term Outlook

Fitch A+ F1+ Stable

Moody’s A3 n/a Positive

Standard & Poor’s A- A-2 Positive


