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EU27 and euro area government expenditure-to-
GDP ratios falling after 10 quarters of growth

In recent years Eurostat has significantly expanded
therange of integrated quarterly data available on
government finances, providing a timely and
increasingly high quality picture of the evolution of
government financesin the EU. These data reflect
both flows (non-financial and financial) and debt
aspects, and cover all European Union (EU27)
countries. Thispublication examinesthe main
features of quarterly government accounts data
during thelead-up to and through the economic
and financial crisis. It isbased on data transmitted
by countries at the end of December 2010. Dataare
also presented for the euro area (EA16) countries.

43.9% of GDP, showing a reduction by nearly

1 percentage point (pp) in 2 years. The three main
revenue components were social contributions
(14.0% of GDP), indirect taxes, including VAT
(13.2% of GDP) and direct taxes (12.1% of GDP).
The observed drop of EU27 government revenue-
to-GDP ratios over the last 2 years was mainly due
to the tax components of the revenue.

The development for EA16 followed a similar
path, with a slightly higher government revenue-to-
GDP ratio.

EU27 gover nment expenditure-to-GDP ratios

Quarterly Non-Financial Accounts for
General Government

EU27 gover nment revenue was equivalent to
43.9% of GDP in the period 2009Q4-2010Q3

After reaching a peak in 2008Q1, the 4-quarter
moving average of EU27 government revenue,
expressed as a percentage of GDP, slowly
decreased in the subsequent quarters (see Figure 1
below). For 2010Q3, the 4-quarter moving average
of EU27 government revenue represented

falling after 10 quartersof growth

EU27 4-quarter government expenditure, expressed
as a percentage of GDP, rapidly increased from
45.6% in 2007Q4 to 51.0% in 2010Q1.

Whileremaining & ahidoricdly highlevd, it darted to
gabilissandthentofdl dightly, for thefirg timein 2 years,
from 51.0%in 2010Q1 to 50.5%in 2010Q3.

Theequivaent EA16 expenditure asapercentage of GDP
wason average 0.3 pp higher then inthe EU27, but thisgap
has narrowed subgtartialy sncethe second half of 2008.

Figure 1: EU27 and EA16 quarterly government revenue and expenditure, as a percentage of GDP, 4-quarter

moving averages, 2005Q1-2010Q3
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The sharp increasesin government expenditure-to-GDP
ratios observed during the economic downturn are due both
to increasing government expenditure at current prices and
to shrinking or stagnating GDP figures, the denominator of
therdtios

When analysing government expenditure by main
components, socid welfare spending accounted for 43.0%
of EU27 tota government expenditurein 2010Q1, which
(in 4-quarter moving average) represents 21.9% of GDP.
Thiscategory isdassfied under * Socid benefits other than
socid trandfersinkind’ and * Socid transfersin kind related
to expenditure on products supplied to households via
market producers . It typicaly coversrisksor needs such as
sckness, disability, old age and unemployment and was
responsible for more than haf of theincrease of the
expenditure-to-GDP ratio recorded between 2007Q4 and
2010Q1.

The remaining expenditure components accounted for
smdler percentages of GDP and showed lessvariahility
over the analysed period (seefigure 2). Asapercentage of
GDP (in 4-quarter moving average), compensation of
employees represented 11.1% (or 21.9% of totd
expenditure-TE), intermediate consumtion 6.8% (or
13.5% of TE), interest payments 2.7% (or 5.3% of TE),
capitd investments 2.8% (or 5.5% of TE) and other
categories 5.4% (or 10.7% of TE).

Finally, the breakdown of government expenditure
and revenue by main categories shows significant
variability across countries.

Figure 2: EU27 quarterly government expenditure as
a percentage of GDP, breakdown by main
components, 4-quarter moving averages, 2005Q1-
2010Q3
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EU27 and EA16 government deficits stabilising at 6.6% and 6.2% of GDP respectively in 2010Q3

The difference between general government revenue
and expenditure is known in ESA95 terminology as
generd government net lending(+)/net borrowing(-)
(ESA95 category B.9) and isusualy referred to as
government deficit. Thisfigureisan important indicator
of the overall situation of government finances. Itis
usually expressed as a percentage of GDP.

Under the effect of the financid criss, which started in
2008, EU27 and EA16 government net lending/net
borrowing steadily deteriorated and reached record
levels of -7.1% and -6.7% of GDP respectively as
4-quarter moving averages, in thefirst quarter of 2010

(2010Q1).

Thistrend of increasing 4-quarter moving average
deficits came to an end in the second quarter of 2010
(2010Q2) which saw for the first timein 10 quartersa
beginning of stabilisation and a dight reduction of EU27
and EA16 aggregate government deficits. The
stabilisation of the government deficit figuresis mainly
explained by the decreasing trend in government
expenditure.

The 4-quarter moving averages of EU27 and EA16
government deficit stood in 2010Q3 at 6.6% and 6.2%
of GDP respectively, showing a reduction of nearly

2

0.4 pp in two quarters. These new patterns should,
however, beinterpreted with caution and will need to
be confirmed by similar developments in subsequent
quarters.

Figure 3: EU27 and EA16 quarterly government net
lending (+)/net borrowing (-) as a percentage of GDP,
4-quarter moving averages, 2005Q1-2010Q3
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All EU countries, except Estoniaand Sweden, recorded  the United Kingdom (10.4%), Latvia (10.3%) and
government deficits on the last 4-quarter period Spain (10.2%); the lowest by Luxembourg (0.8%),
2009Q4-2010Q3 (seefigure 4 below). The highest Austria (2.6%), Finland (2.9%) and Madlta (2.9%).

deficits (above 10% of GDP) were registered by
Ireland (25.8%), Greece (12.1%),

Figure 4: Quarterly government net lending (+)/net borrowing (-) as percentage of GDP, 4-quarter moving

averages, 2009Q1-2010Q3
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Quarterly financial accounts for general government

The government financial accounts support the
analysis of how governments finance their deficits
or invest their surpluses. They include dataon
financial transactions (net acquisition of financia
assets and the net incurrence of financial liabilities)
and balance sheet items (stocks of financial assets
and liabilities outstanding at a point in time) for
general government and its sub-sectors. Variations
in stocks are explained both by the transactions and
other factors. These are made up of holding gains
and losses and other changesin volume. The aim of
this section isto present the main characteristics of
the general government financial accounts.

Government financing - significant increasesin
net incurrence of liabilitiesand net acquisition of
financial assets, both directly linked to the
economic and financial crisis

Between the first quarter of 2005 (2005Q1) and the
last quarter of 2007 (2007Q4), the EU27 4-quarter
moving average deficit observed from the financial
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accounts fell, from 2.9% to 0.8% of GDP. Since
2008, when the economic and financial crisis spread
across countries, there was a significant rise of the
EU27 4-quarter deficit, (observed from the financia
accounts), from 0.8% of GDPin 2008Q1to 7.1%in
2010Q1, the highest figure for the period analysed.
After 2010Q1, the EU27 4-quarter deficit started to
show aform of stabilisation, including adlight
reduction from 7.1% in 2010Q1 to 6.5% in 2010Q3.

Thisresult isreflected in the financial accountsby a
risein the net incurrence of liabilities: the 4-quarter
moving average rose from 2.3% of GDP in 2008Q3
t0 9.9% in 2009Q3 and 6.9% in 2010Q3. The
equivalent net acquisition of financial assets, which
was previously usually stable between 0% and 1%
of GDP, aso rose significantly from the fourth
quarter of 2008 (3.3%) to reach apeak of 4.1% of
GDP in 2009Q2, as governments acquired assets to
support financia institutions.


http://ec.europa.eu/eurostat/product?code=gov_q_ggnfa&mode=view

Figure 5: EU27 general government financial transactions (assets, liabilities and net financial transactions) as
a percentage of GDP (4-quarter moving averages), 2005Q1-2010Q3
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Government financial balance sheet — A
significant risein the stocks of liabilities since
the end of 2008

At the end of 2010Q3, the EU27 stocks of financial
assets of general government reached 4,198 billion
euro, while liabilities amounted to 10,478 billion
euro. The resulting financial net worth was negative
at -6,281 billion euro. These figures are direct
guarterly data, instead of 4-quarter moving averages.

The 4-quarter moving average of stocks of financial
assets was stable for the period studied at between
27% and 30% of GDP, but from the end of 2008 and

the beginning of 2009, an increasing trend was
observed for thisindicator.

When looking at the level of 4-quarter moving
average of stocks of financial liabilities expressed as a
percentage of GDP, a decreasing trend can be
observed from 2005Q2 to 2008Q2, followed by a
sharp increase culminating at above 85% of GDPin
2010Qs3.

For the EA 16, the variations of assets and liabilities
stocks were similar to those of the EU27.

Figure 6: EU27 general government stocks of financial assets and liabilities as a percentage of GDP (4-

quarter moving averages), 2005Q1-2010Q3
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Figure 7 below shows the main category
components of EU27 government financial assets.
These are Shares and other equity, which are
equivalent to 15.1% of GDP in 2010Q3 (4-quarter
moving average) and correspond predominantly to
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the acquisition by governments of equity in
financial institutions.

The second largest category of EU27 government
financia assetsis Currency and deposits,
equivalent to 6.4% of GDP in 2010Q3 (4-quarter
moving average). This component can contain
seasonal patterns, explained by bank accounts of
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government units and notably of treasuries that assets with 6.1% of GDP in 2010Q3 (4-quarter
often maintain abundant liquid assets that can moving average).

z\tjig;??ggyoig%ﬂina;dh%éigeﬁggur;tesatletr' s Finally, Loans (4.1%) and Securities other than
9 q 9 shares (2.9%) had lower amounts.

assets in currency and deposits over the most
recent quarters, as they have sought to build up The percentage share of these components has been
liquid reserves. fairly stable over the years, which is explained by

In third place, by order of importance, in EU27 the asset investment strategies.

government financial assets are Other financial

Figure 7: EU27 general government stocks of financial assets by financial instrument as a percentage of
GDP(4-quarter moving averages), 2005Q1-2010Q3
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Figure 8 shows that the main component of EU27 increased by nearly 19 percentage points between
financial liabilities is made up by Securities other 2008Q1 and 2010Q3 (from 48.7% to 67.5%) as

than shares. This category is mostly responsible for governments financed their deficits by issuing
the increase of total liabilities. The 4-quarter moving securities. The three other components of liabilities
average of stocks of Securities other than shares arefairly stable over time.

Figure 8: EU27 general government stocks of financial liabilities by financial instrument as a percentage of
GDP (4-quarter moving averages), 2005Q1-2010Q3
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Quarterly government debt

In order to understand the evolution of government
debt in the European Union, quarterly government
gross debt (QGD) is analysed in this section.
Council Regulation (EC) No 1222/2004 requires
Member States to provide information about QGD,
also called Maastricht debt. Thisincludes a
narrower definition of liabilities: currency and

deposits (AF.2); securities other than shares,
excluding financial derivatives (AF.33); and loans
(AF.4). Debt statistics cover datafor general
government (S.13) and its sub-sectors: central
government (S.1311), state government (S.1312),
local government (S.1313) and socia security
funds (S5.1314).

Figure 9: EU27 and EA16 general government consolidated gross debt as a percentage of GDP (4-quarter

moving averages), 2005Q1-2010Q3
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Source: Eurostat (online data code: gov_g_ggdebt)

Looking at the development of government debt in
the EU27 and EA 16, the economic and financial
crisis has resulted in an increase in government
debt (Maastricht definition) over the period
2005Q1-2010Q3. However, the period is not
characterised by aclear pattern.

Between 2005Q1 and 2007Q4 the 4-quarter
moving average of government debt-to-GDP ratio
for EU27 generally followed adecreasing trend. A
similar pattern is shown by the figures for EA16.

Breakdown by instrument

The use of debt instruments by both EU27 and
EA16isquite similar. The preferred debt
instrument of general government remains
Securities other than shares. Between 46.8% and
63.5% of the EU27 and between 52.9% and 67.1%
of the EA16 government debt is financed by
security issuing. Securities other than shares
presented the strongest increase relative to GDP, as
compared to the values of 2005Q1: 13.2 percentage
points (pp) for the EU27 and 10.5 pp for the EA16.
L oans were the second most used debt instrument.
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EU27 government 4-quarter moving average debt
as a percentage of GDP fell below the level of 60%
from 20070Q4 to 2008Q2. The following period
was characterised by an upward trend with a peak
value of 77.8% in 2010Q2. Theratios for EA16
were above the reference value of 60% of GDP
during the whole analysed period, reaching a peak
of 82.7% in 2010Q3.

They accounted for between 9.1% and 11.2% of
the EU27 debt. A slightly higher percentage was
observed in EA 16, where loans represented
between 11.1% and 13.2% of genera government
debt.

For both EU27 and EA 16 the share of Currency
and deposits is much lower. The evolution over
timeis quite stable, representing about 3.1% for the
EU27 and 2.5% of EA16 government debt. Itis
also the only debt instrument where the EU27
percentages are higher than the equivalent EA16
ones.
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Figure 10: EU27 general government consolidated gross debt by instrument as percentage of GDP (4-quarter
moving averages), 2005Q1-2010Q3
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Figure 11: EA16 general government consolidated gross debt by instrument as percentage of GDP (4-quarter
moving averages), 2005Q1-2010Q3
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Breakdown by sub-sector

For both EU27 and EA16 central government is the State government was the second largest sub-

main sub-sector of general government sector. State government 4-quarter moving average
unconsolidated debt. It represented (as a percentage debt-to-GDP ratios of 6.3% and 8.3% respectively
of GDP) 67.5% and 69.9% respectively of the were observed in EU27 and EA16. This represents
EU27 and EA 16 4-quarter moving average debt in an increase of 1.2 pp and 1.5 pp respectively on the
the third quarter of 2010. This shows an increase of equivalent values for the first quarter of 2005.

12.6 pp and 9.7 pp respectively on the equivalent
values for the first quarter of 2005.

Figure 12: EU27 general government unconsolidated gross debt by sub-sector as a percentage of GDP (4-
quarter moving averages), 2005Q1-2010Q3
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The local government debt-to-GDP ratio was quite
stable over time: it accounted for 5.7% and 6.1%
respectively of the EU27 and EA 16 government debt.
A pattern can be established between the EU27 and
EA16 debt-to-GDP ratio: both ratios follow an
upward trend with differences of lessthan 0.5 ppin
favour of EA16. The share of Social security funds

debt in general government unconsolidated debt was
rather negligible: 1% in EU27 and 1.3% in EA16in
the 2010Q3 4-quarter moving average debt. Aswith
the case of local government, differences of less than
0.3 pp between EA16 and EU27 can be observed for
the whole period.

Figure 13: EA16 general government unconsolidated gross debt by sub-sector as a percentage of GDP (4-

quarter moving averages), 2005Q1-2010Q3
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Relationship among tables

The sets of data analysed up to this point are
dependent on each other and strongly related. For
example, if government expenditure is higher than
revenue, government must finance that deficit by
means of appropriate financial instruments and
transactions. The main ways for general government
to finance adeficit is to increase its debt and/or sell

some of itsfinancial assets. Therefore, it could be
expected that when there is a deficit, debt increases
and/or the level of government financial assetsfalls.
Thisintegrated approach to government datais
illustrated for two quartersin the following table. The
data presented in this section are direct quarterly
figures, instead of 4-quarter moving averages.

Tablel
Billions of euros \ EU 27
\ 2010Q3 \ 2009Q3

Revenue \ 1312 1243
Expenditure \ 1500 1448
B.9 Net lending (+)/net borrowing (-) \ -188| -205
Statistical Discrepancy \ -4 -3
B.9F:Net Financial Transactions \ -184 -202
Debt Stock Increase \ 90 141
Stock Flow Adjustment \ 98 64

Source: Eurostat (online data codes : gov_g_ganfa, gov_g_gdfa, gov_g ggdebt)

Table 1 above shows how the excess of government
expenditure over revenue gives a net lending/net
borrowing (B.9) with anegative sign (i.e., a deficit),
which means that the government has to borrow to fill
this gap. In theory, the B.9 from non-financial
transactions should be equal to the B.9F from
financial transactions. However, thereis a statistical
discrepancy due to the difference of data sources. In
the example above, debt increases by less than the

8

deficit. This can be explained by three causes:
changes in financial assets, changes in government
liability categories that are not part of Maastricht
debt, and/or debt valuation effects. The main impact
explaining the unusually large positive stock-flow
adjustment in 2009Q3 and 2010Q3 is governments’
acquisitions of financia assets during the period of
financia crisis, such as shares and other equity of
financial institutions.
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Integrated Government Finance Statistics (GFS) presentation

Eurostat releases on its website quarterly data for financial quarterly datain an integrated

the general government sector in a government framework and the study of their relationships.
finance statistics template, which brings together The format of these tablesis similar to the one of
the three data flows included in this publication. the annual GFS tables also available on the

This allows the analysis of non-financial and Eurostat web site.

Table 2. EU27 quarterly GFS table, data as a percentage of GDP, 2009Q1-2010Q3 (4-quarter moving
aver ages)

2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3
Government revenue and expenditure
1=2+6+7+8+9 Total revenue 445 44.4 44.1 44.0 43.9 43.9 43.9
2=3+4+5 Taxes 26.4 26.1 25.6 255 25.4 255 25.6
3 . Indirect taxes 12.9 129 12.8 129 12.9 13.0 13.2
3a .. Of which, VAT 6.7 6.6 6.5 6.6 6.6 6.7 6.8
4 . Direct taxes 13.0 12.8 125 12.3 12.2 121 121
5 . Capital taxes 05 0.5 03 0.3 03 0.3 0.3
6 Social contributions 13.8 14.0 14.1 14.1 14.1 14.0 14.0
7 Sales 23 2.4 24 24 2.4 24 2.4
8 Other current revenue 1.9 1.9 1.9 18 18 18 1.8
9 Capital transfers receivable 0.1 0.1 0.1 0.1 0.1 0.2 0.2
10:11+13;il/i;;4+15+16 Total expenditure 47.9 291 50.0 50.7 51.0 50.7 50.5
11 Intermediate consumption 6.6 6.7 6.8 6.9 6.9 6.9 6.8
12 Compensation of employees 10.7 10.9 11.1 11.2 11.2 11.2 111
13 Interest 2.7 2.7 2.6 2.6 2.6 2.7 2.7
14 Subsidies 1.2 12 13 13 13 13 13
15 Social benefits 20.1 20.7 21.3 21.8 21.9 219 21.8
15a . Of which other than transfers in kind 15.8 16.3 16.7 17.1 17.2 17.1 17.1
16 Other current expenditure 24 25 2.6 26 27 26 2.6
17 Capital transfers payable 15 1.6 1.4 15 15 14 15
18 Capital investments 27 2.8 29 29 29 2.8 2.8
18a . Of which, Gross fixed capital formation 2.7 2.8 2.9 2.9 2.9 2.8 2.8
Government deficit
19=1-10 Net lending (+) / net borrowing (-) -3.4 -4.7 -5.9 -6.8 -7.1 -6.9 -6.6
20=19-21 Statistical discrepancy (nonfinancial - financial accounts) <0.1 <0.1 <0.1 <0.1 <0.1 -0.1 -0.1
Government financing
21=22-28 Net financial transactions -3.5 -4.8 -6.0 -6.8 -7.1 -6.7 -6.5
22=23+24+25+26+27 Net acquisition of financial assets 4.1 4.2 3.9 1.6 0.4 0.6 0.4
23 Currency and deposits 1.7 1.7 1.4 0.2 -0.4 -0.4 -0.4
24 Securities other than shares 0.6 0.5 03 0.2 <0.1 <0.1 <0.1
25 Loans 0.6 0.5 0.7 0.2 0.2 0.6 0.3
26 Shares and other equity 0.8 1.0 0.9 0.7 05 0.3 0.4
27 Other financial assets 0.3 0.5 0.6 0.4 0.2 0.2 <0.1
28=29+30+31+32 Net incurrence of liabilities 7.5 9.0 9.9 8.4 7.5 7.3 6.9
29 Currency and deposits 0.4 0.3 0.2 0.1 <0.1 <0.1 <0.1
30 Securities other than shares 6.4 8.0 8.9 74 6.8 6.0 5.4
31 Loans 0.4 05 0.6 0.5 0.7 12 11
32 Other liabilities 0.3 0.2 0.2 0.3 0.1 0.1 0.4
Other economic flows in aovernment assefs
33 Other changes in financial assets -2.2 -1.7 -0.7 14 2.0 1.6 1.0
34 Other changes in liabilities 34 5.1 5.2 3.9 15 1.9 1.7
Government balance sheet
36=37+38+39+40+41 Financial assets 30.8 32.8 33.9 33.9 34.3 35.1 34.6
37 Currency and deposits 6.7 7.3 7.0 6.3 6.5 6.8 6.4
38 Securities other than shares 25 26 27 27 27 28 29
39 Loans 35 35 3.8 3.8 3.8 4.2 4.1
40 Shares and other equity 12.6 13.7 145 15.1 153 15.1 15.1
41 Other financial assets 5.4 5.7 5.9 6.1 6.0 6.2 6.1
42=43+44+45+46 Liabilities 721 76.3 79.4 81.4 83.6 85.8 86.3
43 Currency and deposits 35 37 3.6 3.7 3.6 3.7 3.6
44 Securities other than shares 55.4 59.1 62.1 63.2 65.4 66.9 67.5
45 Loans 9.7 10.0 10.2 10.6 10.7 11.2 11.2
46 Other liabilities 35 35 35 3.9 3.9 3.9 4.0
47=36-42 Financial assets net of liabilities -41.3 -43.4 -45.5 -47.4 -49.3 -50.7 -51.7
Maastricht debt
48=49+50+51 Maastricht debt (nominal value) 65.5 69.9 721 74.0 75.8 77.8 77.7
49 . Currency and deposits 3.0 3.0 29 3.1 3.0 3.1 3.0
50 . Securities other than shares 52.9 56.8 58.9 60.3 62.1 63.5 63.5
51 . Loans 9.7 10.0 10.2 10.5 10.7 11.2 11.2

Source: Eurostat (online data codes : gov_q gagnfa, gov_q gdfa, gov_g ggdebt)
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Table 3: EA16 quarterly GFS table, data as a percentage of GDP, 2009Q1-2010Q3 (4-quarter moving
aver ages)

2009Q1 2009Q2 2009Q3 2009Q4 2010Q1 2010Q2 2010Q3
Government revenue and expenditure
1=2+6+7+8+9 Total revenue 44.9 44.7 44.6 44.5 44.4 44.4 44.5
2=3+4+5 Taxes 253 25.0 24.7 246 245 245 24.6
3 . Indirect taxes 12.9 12.8 12.8 12.8 12.8 12.8 12.9
3a .. Of which, VAT 6.5 6.5 6.5 6.5 6.5 6.6 6.7
4 . Direct taxes 12.1 11.9 11.6 11.4 11.3 11.3 11.3
5 . Capital taxes 0.3 0.3 0.3 0.4 0.4 0.3 0.3
6 Social contributions 154 15.6 15.7 15.7 15.7 15.7 15.6
7 Sales 22 2.2 2.2 22 23 23 23
8 Other current revenue 19 19 19 19 19 19 19
9 Capital transfers receivable <0.1 <0.1 <0.1 <0.1 <0.1 0.1 0.1
10:11“’153313“1&16 Total expenditure 478 49.0 50.0 50.8 511 50.8 50.7
11 Intermediate consumption 53 5.4 55 5.6 5.6 5.6 55
12 Compensation of employees 10.3 105 10.7 10.8 10.8 10.8 10.7
13 Interest 3.0 29 29 2.8 2.8 2.8 2.8
14 Subsidies 13 13 14 1.4 1.4 14 1.4
15 Social benefits 21.9 225 23.0 235 237 23.6 23.6
15a . Of which other than transfers in kind 16.4 16.9 173 177 17.8 17.8 17.7
16 Other current expenditure 23 2.3 24 25 25 25 25
17 Capital transfers payable 1.2 1.3 1.3 1.4 15 15 15
18 Capital investments 2.6 2.8 2.8 2.8 2.8 2.7 2.6
18a . Of which, Gross fixed capital formation 2.6 2.7 2.8 2.8 2.7 2.7 2.6
Government deficit
19=1-10 Net lending (+) / net borrowing (-) -3.0 -4.3 -5.4 -6.3 -6.7 -6.5 -6.2
20=19-21 Statistical discrepancy (nonfinancial - financial accounts) 0.1 0.2 0.1 <0.1 <0.1 -0.3 -0.2
Government financing
21=22-28 Net financial transactions -3.1 -4.5 -5.6 -6.3 -6.6 -6.2 -6.0
22=23+24+25+26+27 Net acquisition of financial assets 4.1 4.0 3.7 13 -0.4 <0.1 <0.1
23 Currency and deposits 1.5 1.6 1.3 0.3 -0.7 -0.7 -0.5
24 Securities other than shares 0.8 0.5 0.4 0.3 <0.1 -0.1 -0.1
25 Loans 0.7 0.5 0.7 <0.1 <0.1 0.6 0.4
26 Shares and other equity 0.9 11 0.9 0.4 0.3 0.1 0.3
27 Other financial assets 0.2 0.3 0.4 03 <0.1 <0.1 <0.1
28=29+30+31+32 Net incurrence of liabilities 7.2 85 9.2 7.6 6.2 6.2 6.0
29 Currency and deposits 0.1 0.2 0.1 <0.1 <0.1 <0.1 <0.1
30 Securities other than shares 6.3 7.6 8.3 6.6 5.4 4.7 4.2
31 Loans 03 0.4 0.6 0.7 0.7 13 13
32 Other liabilities 05 0.3 0.2 0.2 <0.1 0.2 0.5
Other economic flows in aovernment assets
33 Other changes in financial assets -1.4 -11 0.2 1.9 1.6 1.0 0.4
34 Other changes in liabilities 6.5 7.6 7.9 4.7 0.8 0.7 0.4
Government balance sheet
36=37+38+39+40+41 Financial assets 30.7 32.2 32.7 325 325 33.3 32.7
37 Currency and deposits 7.1 7.7 7.0 6.3 6.5 7.1 6.5
38 Securities other than shares 25 2.6 2.6 2.6 2.6 2.6 2.6
39 Loans 3.4 33 35 35 35 3.9 3.8
40 Shares and other equity 12.4 13.2 14.1 14.3 145 14.2 14.3
41 Other financial assets 5.3 55 5.6 57 55 55 55
42=43+44+45+46 Liabilities 80.0 82.8 85.4 86.4 88.7 89.7 90.6
43 Currency and deposits 3.1 3.2 3.1 3.2 3.2 3.2 3.1
44 Securities other than shares 61.9 64.4 67.0 67.3 69.4 69.8 70.6
45 Loans 11.6 11.9 12.1 12.3 12.5 13.2 13.2
46 Other liabilities 35 3.3 3.2 3.6 3.6 3.5 3.6
47=36-42 Financial assets net of liabilities -49.3 -50.5 -52.7 -53.9 -56.2 -56.5 -57.9
Maastricht debt
48=49+50+51 Maastricht debt (nominal value) 73.2 76.5 78.3 79.2 81.0 82.5 82.7
49 . Currency and deposits 2.3 2.4 2.3 2.4 2.4 24 2.3
50 . Securities other than shares 59.4 62.2 63.9 64.5 66.1 66.9 67.1
51 . Loans 116 11.9 121 123 125 13.2 13.2

Source: Eurostat (online data codes : gov_g_ganfa, gov_g gdfa, gov_g ggdebt)
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METHODOLOGICAL NOTES

QUARTERLY ACCOUNTSOF GENERAL GOVERNMENT

Eurogtat releases quarterly flow and stock datafor the generd
government sector, using an integrated structure which combinesthe
datafrom quarterly non-financia accountsfor genera government
(QNFAGG), quarterly financid accountsfor generd government
(QFAGG) and quarterly government debt (QGD). Thispublicationis
released in the dedicated Government Finance Satidtics (GFS) section
of the Eurogtat web ste. The reguldionsrediveto thesethree data
flowsare available on Eurogtat'sweb Stein the section dedicated to

government datistics
ESA95

Fscd nonfinandid and financid accounts detaare compiledin
accordance with nationd accountsrules, aslaid downinthe 1995
European System of Accounts (ESA95) adoptedintheform of a
Coundil and Parliament Regulation (EC) of 25 June 1996, No 2223/96.
Thefull text of ESA95 isavailable on the Eurodat web Ste.

QUARTERLY NON-FINANCIAL ACCOUNTSFOR
GENERAL GOVERNMENT (QNFAGG)

Theam of QNFAGG isto compile, report and present quarterly
government expenditure, revenue and their components. Government
revenue and expenditure are concepts used to andysefiscd policy.
Totd revenue and tota expenditure are defined in ways such that the
ESA95 government net lending/net borrowing (ESA95 B.9,) isequd
to the difference between the former and the latter. Note thet adeficit
(net borrowing) is shown as anegative number, and asurplus (net
lending) asapositive number.

Government quarterly revenue and expenditure, and their components
arereported in the framework of the European Parliament and
Council Regulation (EC) No 1221/2002 on quarterly non-financid
accounts for genera government (QNFAGG).

COMPUTATION OF QNFAGG AGGREGATESFOR THE
EU27 AND EA16

Although the QNFAGG data of Germany and France are under
embargo and not published for recent quarters (2010Q1-2010Q3),
they were used asinput in order to computethe EU27 and the EA16
aggregates over these quarters.

QUARTERLY FINANCIAL ACCOUNTSFOR GENERAL
GOVERNMENT (QFAGG)

Quarterly financid accountsfor generd government include dataon
financid transactions and ba ance sheet items for genera government
(consolidated and non-consolidated) and its sub-sectors. The primary
dassfication of financid instruments comprises. Monetary gold and
specid drawing rights (AF.1), Currency and deposits (AF.2),
Securities other than shares (AF.3), Loans (AF.4), Sharesand other
equity (AF.5), Insurance technical reserves (AF.6), and Other accounts
recaiveble/payable (AF.7). The compilation of quarterly financid
acoounts datacomplieswith ESA95 rules.

Therdiahility of datareported by Member States has been assessad
and reported to the European parliament and the Coundil. Thisreport
has been recently updated and is available on Eurogtat’'sweb stein the
section dedicated to government finance stidtics

QUARTERLY GOVERNMENT DEBT (QGD)

Quarterly government debt is condtituted by the lighilities of generd
government in the following categories AF.2 (currency and deposits),
AF.33 (securities other than shares, exdluding finandid derivatives)
and AF4 (loans). QGD must comply with ESA95 regulations
concerning the dlassification of ingtitutiond units, consolidation rules,
classfication of financid lidbilitiesand recording time.

However, the vauation rules are different from those of ESA95.
Whilein ESA95 assetsand liahilities must generdly berecorded a
their market vdue @ the end of the accounting period, QGD is
recorded at nomind vaue. The market vaueisthe price of asecurity
asdetermined dynamicaly by buyersand sdllersin an open market
whilethe nomind vaueis congdered equivaent to the face vaue of
lighilitiesfor securities. It istherefore equd to the amount
(contractudly agreed) that the government will haveto refund to
creditorsat maturity. Moreover, in the definition of Maadtricht delot,
interest accrued on lighilitiesis not accounted for in the nomina
vauation, unlessexplicitly credited.

GENERAL GOVERNMENT

Deht gatidtics cover datafor generd government aswel asitssub-
sectors centrd government (S1311), locd government (S.1313), sodd
security funds (S.1314), and when gpplicable state government (S1312).

According to ESA95, paragraph 2.68 "the sector generd government
(S13) indudesdll inditutiond unitswhich are other non-market
producers[inditutional unitswhose salesdo not cover more than 50% of
the production cogts, see ESA95 paragrgph 3.26] whoseoutput is
intended for individua and collective consumption, and mainly financed
by compulsory payments made by unitsbeonging to other sectors
and/or dl indtitutiond unitsprincipaly engaged in the redistribution of
nationd income and wedth'.

ANALYS SOF QUARTERLY SERIESBY MEANSOF 4-
QUARTER MOVING AVERAGES

Quarterly government finance Satistics are reported to Eurodtat in the
form of non-seesondly adjugted (raw) figures. However, acartain
number of the reported series contain seasond patterns (partly
explained by the link with the seasondity of economic activity and by
the budgetary planning practices of nationd governments), which
meakeit difficult to carry out direct cross country and overtime andyses
that are meaningful.

To overcomethisdifficulty presenting the percentage of GDP, inthis
publication (except in the section Relationship among tables, on page
8 and at the beginning of the section Government financial balance
sheet on page 4) the andysesfocus on 4-quarter moving averages,
with aview to removing, to alarge extent, the digtortionslinked with
seasondity. Therefore, gpart from the two above mentioned
exceptions, dl referencesto aspedific quarter inthemaintext of this
publication refer to the 4-quarter moving average ending in that
quarter.

ABBREVIATIONS

EA16 (Euro Area16): BE (Begium), DE (Germany), EL (Gresce), ES
(Spain), AR (France), IE (Irdand), IT (Itdy), CY (Cyprus), LU
(Luxembourg), MT (Mdlta), NL (theNetherlands), AT (Audtria), PT
(Portugd), Sl (Sovenia), K (Sovakia) and F (Finland).

EU27 (European Union of 27 Member States): Euro Area 16 countries
plusBG (Bulgaria), CZ (Czech Republic), DK (Denmark), EE
(Estonig), LV (Lavia), LT (Lithuania), HU (Hungary), PL (Poland), RO
(Romania), SE (Sweden), and the UK (United Kingdom).

IS (Iodland), NO (Norway).

NON INCLUSION OF ESTONIAN DATAIN THE
CALCULATION OF EURO AREA AGGREGATES

Although Estoniajoined the euro area.on 1% January 2011 asits 17"
member, the euro area aggregates presented in this publication only
indudethe deta.of the 16 countrieswhich were member of theeuro area.
(EA16), uptothe 3¢ quarter of 2010 (2010Q3). Thischaiceisjudtified
by thefact that the dataandlysed inthe publication entirdy refer toa
period prior to the dete of accesson of Edtoniatotheeuro area.
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Further information

Eurostat Website: http://ec.europa.eu/eurostat

Data on “Government finance statistics”
http://epp.eurostat.ec.europa.eu/portal/page/portal/government_finance_statistics/data/database

More information about “Government finance statististics”
http://epp.eurostat.ec.europa.eu/portal/page/portal/government_finance statistics/introduction

Journalists can contact the media support service:

Bech Building, Office A4/125, L-2920 Luxembourg
Tel.: (352) 430133408

Fax: (352) 430135349

E-mail: eurostat-mediasupport@ec.europa.eu

European Statistical Data Support:

With the members of the ‘European statistical system’, Eurostat has set up a network of
support centres in nearly every Member State and in some EFTA countries.

Their role is to provide help and guidance to Internet users of European statistics.

Contact details for this support network can be found on the Eurostat website at:
http://ec.europa.eu/eurostat/.

All Eurostat publications can be ordered via the ‘EU Bookshop’:
http://bookshop.europa.eu/.
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