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Recent growing geopolitical tensions between Russia and the West over Ukraine will

dampen investor sentiment in 2014, weighing on Lithuania's trade flows and domestic

demand. We expect goods exports to expand by 4.5% in 2014, down from 7.0% in

2013, before accelerating to 6.3% in 2015.

Although public support in Lithuania has shifted towards centreright opposition parties,

we see no major threats to the centre-left coalition's term in power. The coalition has a

comfortable majority in parliament, and is likely to smooth out potential sources of

differences. Real GDP growth will slow in Lithuania in 2014 – to 2.9% from 3.3% in 2013

– due to the fallout from the Ukraine crisis. In addition, the weak inflation outlook will

prolong the deleveraging process, further weighing on Lithuania's economic growth

outlook.

Major Forecast Changes

We now expect Lithuania's current account surplus to narrow to 0.6% of GDP in 2014,

from 1.5% previously as the fallout from the Ukraine crisis will weigh on the country's

trade dynamics. We reiterate our view that the surplus will reverse into deficit by 2015.
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Real GDP growth will slow in Lithuania in 2014 - to 2.9% from 3.3% in 2013 - due to the

fallout from the Ukraine crisis. In addition, the

weak inflation outlook will prolong the deleveraging process, further weighing on

Lithuania's economic growth outlook.

  Table: Economic Activity

Fiscal Policy

Euro Adoption Prospects To Ensure Fiscal Probity

We forecast Lithuania's budget deficit to narrow to -1. 2% of GDP in 2014 from -1.5% in

2013. Despite the growing external public debts

in recent years, the government's debt dynamics remain on a stable footing due to its

fiscal consolidation efforts and the upcoming euro

adoption which will bolster investor confidence and anchor borrowing costs.

  Table: Fiscal Policy

Monetary Policy

Inflation Bottoming Out

Higher energy prices due to geopolitical risk premium and higher softs prices will bolster

core inflation in Lithuania by year-end. As

such, consumer price growth will accelerate moderately by end-2014, underpinned by

stronger supply-side inflationary pressures, while

demand-pull pressures will remain subdued.

  Table: Monetary Policy

Balance Of Payments

Current Account Surplus To Turn Into Deficit By 2015

With Lithuanian exports suffering from waning demand from Russia and the eurozone,

we expect Lithuania's current account surplus to

narrow to 0.9% of GDP in 2014, from 1.5% in 2013, before reversing to deficit of -0.1%

in 2015. Beyond this time horizon, we expect the

Lithuanian economy to post modest external deficits of 0.7% on average by 2023.

  Table: Current Account

CHAPTER 3: 10-YEAR FORECAST

The Lithuanian Economy To 2023

Moderate But Sustainable Growth Ahead

Although the outlook for the Lithuanian economy over the coming decade is certainly

less than inspiring compared to average real

GDP growth of 7.2% between 2004-2007, we nonetheless maintain a positive view for

the economy over the long term. While growth is

unlikely to match the stellar outturns posted in the run-up to the recession, we forecast a

+44 20 8123 2220
info@marketpublishers.com

Lithuania Business Forecast Report Q4 2014

https://marketpublishers.com/report/business_finance_insurance/business_services/lithuania_business_forecast_report_q4_2011.html


more moderate, but sustainable 3.4% annual
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