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CBR / Starting point

RESPONSIBILITY

* One of the key elements of CBR mandate: Monitoring and
assessment of the public finance development

* Currently: Limited information for in-year developments
— Ministry of Finance (MoF) estimates twice a year (SP, DBP)

Differences from the fiscal target
% of GDP

* MoF reports monthly
cash balances of the
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COUNCIL FOR BUDGET /

s Budgetary Traffic Lights

* The framework developed and used by the CBR to
evaluate fiscal stress in the short-term

* Define fiscal risk in terms of an expected deviation of the
budget balance from its fiscal target

* Use colors of the traffic light to communicate a magnitude
of this fiscal risk

Monthly development
of regularbudget items \ .
Expected deviation
at the end of the » Stress inyeart » {
current year 7
Expert assessment ’

of irregularitems
and one-offs
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CEW/. Objectives / Motivation

Surveillance of budgetary risks in “real” time

e Short-term horizon

~* Medium-term horizon Communication to

the general public

Identification of government measures :
* Increasing

+ Necessary to meet the objectives transparency
|+ Ex-post evaluation of realization

* Building brand

Input into CBR documents awareness of the CBR

* Evaluation of fiscal outcomes
~» Assessment of Stability Programme and Draft Budgetary Plan
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CBR/

Data inputs

Sources of financing (national resources / EU / co-financing of the EU funds)

Economic classification / Entities of the public sector

State Treasury accounts Ministry of Finance estimates

* Quarterly since 2008 * Included in official documents
* Monthly since 2013

Budgetary Information Other sources

System (budgeted values) * Ministry of Health, Social Security
- Approved / Adjusted Agency, media, ...

* Key input for the forecasting algorithm: State Treasury accounts
+ report monthly cash transactions for all government entities
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CBR/

COUNCIL FOR BUDGET
RESPONSIBILITY

Input processing

State One-offs Sorting:
Treasury adjustment regular
accounts of / nonregular
cash
transactions

AUTOMAT EXPERT AUTOMAT
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Forecasting framework

Forecast estimation

Regular

AUTOMAT

Expert items

EXPERT

Nonregular

AUTOMAT / RULES

Aggregation
/ ESA 2010
adjustments

AUTOMAT
/ EXPERT

Output processing

AUTOMAT




CBR/ Calculation of forecasts

Baseline method

* Sorts budgetary items based on cross-year similarity (or
lack thereof) of their in-year developments

 Obtains forecasts for “regular” series by extrapolation
using weighted historical averages

EXPEI‘t assessments

 Provide forecasts for selected areas of the public sector

» E.g. tax revenues, healthcare sector expenditures, local
governments, interest payments on public debt

* Employ complementary sources of information and are
often related to other CBR activities




COUNCIL FOR BUDGET /

oz Projections and fiscal risk

 Important: determine the level of fiscal risk based on
differences between the forecasted balance and the target.

* Our approach: simple numerical thresholds in % of GDP.

Difference x between the forecasted budget Level of fiscal risk

balance and the target

X = -0.1% of GDP low
-0.1% of GDP > x = -0.5% of GDP medium
x < -0.5% of GDP high

* Pros : - simple and easy to communicate, transparent
* Cons: - tight link to projected balance without any other factors
- may lead to frequent changes in risk levels
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COUNCIL FOR BUDGET /

s Colors of traffic lights

» Traffic light colors provide a straightforward and transparent
way to communicate short-term fiscal risk.

* Green light “GO” - the budget is on track to meet the objective

* Red light “STOP” - unless the government makes adjustments,
the balance will most likely fall short of the target

Color of the

Diff he f
ifference x between the forecasted Level of fiscal risk  budgetary traffic

budget balance and the target

lights
X = -0.1% of GDP low GREEN
-0.1% of GDP > x = -0.5% of GDP medium
X < -0.5% of GDP high RED
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CBR/ Discussing the setup

RESPONSIBILITY

* Low risk threshold at -0,1 % of GDP (as opposed to o %)
accounts for small imprecisions

* The government possess a large space for the end-of-year
changes => important to communicate the outcome:
“expected amount of risks to the budget balance,
unless the government makes adjustments”

» Key: Transparency of evaluation
— EX-ANTE: detailed characterization of the forecast

— EX-POST: identification and explanation of differences between
CBR forecasts and the final outturn
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.....
RESPONSIBILITY

End-of-year fiscal adjustments

» Gov't possesses “tools” to induce large changes to the
balance, often in reaction to in-year developments

— Postponement of investment, keeping expenditure reserves unused, etc.

— Tax collection repeatedly overperformed budget projections in recent years.

Postponed investment Budgetary reserves
from the state budget (excl. wages)
0,
0,5 % of GDP 0,46 1,0 % of GDP
0,38
0,4 3 0,8 0,72 0,70 0,69
0,32 0,31
03 0,6 0,55
0,21 0,45
0,2 0,4
0,1 0,2
0,0 0,0
2013 2014 2015 2016 2017 2013 2014 2015 2016 2017
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CBR/ Current status of the project

RESPONSIBILITY

* October 2018 - first publication as a technical forecast of
the Secretariat of the CBR

 November 2018 - included in the CBR document
“Evaluation of the Draft Budgetary Plan 2019”

* Objective:
— monthly reporting

— forecasts for a current year t starting in March (data limitations)
and running until March t+1

— Regular input into official CBR documents
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Hodnotenie Navrhu rozpoctu
verejnej spravy na roky 2019
az 2021

Déchodkovy vek: myty a fakty
Vyskumna Stiidia 2/2018: The

evaluation of fiscal
consolidation strategies

Hodnotenie Navrhu rozpoctu verejnej spravy na roky
2019 az 2021

Hodnotenie Navrhu rozpodiu
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Available at the CBR website
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* On the main CBR webpage:

— Graphic with basic info and
a link to the BTL website

BUDGETARY TRAFFIC LIGHT

Forecast of the balance - November 2018
Budget 2018
-0,83 % HD

Forecast SCBR
-0,92 % HDP

Difference

-0,10 % HDP
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CBR/ Available at the CBR website (2)

Rozpoctovy semafor
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Budgetary Traffic Light
webpage:

« Summary info and the traffic
light color scale

Overview of forecast develop-
ment in previous months
(+ revenues and expenditures)

* Factors contributing to
forecasted differences vs. the

fiscal target
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CBR/ Detailed information

A report (3 page pdf) accompanies each published forecast.
— Characterization of the most important risk factors (+ and -)
— Description of m-o-m changes

— Differences vs. the budget for detailed structure of items

Rozpoétovy semafor RR Z Rozpoétovy semafor Rozpodtovy semafor
Monitoring plnenia rozpoé¢tu na rok 2018 2 oo Monitoring plnenia rozpoé¢tu na rok 2018 Monitoring plnenia rozpo¢tu na rok 2018
November zo18 - Hodnotenie navrhu rozpodtu zoig-zo21 Pripravili: E. Bugyi, M. Kubik, P. Majher November 208 — Hodnotenie navrhu rozpoéiu 2o15-2021 T ——
e medzimesaine poétu KRRZ odhad verejnej spravy - rozpoétu, vmil. eur
~n -46 mil. eur -87 mil. eur -287 mil. eur = _— =
ool ﬂ (-0,06 % HDP) (0,20 % HDP) (0,32 % HDP) 303 03w om w5 »
[ e A ——— DpFO I =
; ) T P B B wo we Mo M m3 ES
Rozpocet 2016 Odhad KRRZ Odchylka E o o Ostatné dans % 0 2 a3 s & 5
743 mil. eur -830 mil. eur -87 mil, eur e tu EU C: KRRZ - Sociilne odvody e 3
Zisavom odvody = B 3 =
-0,83 % HDP -0,92 % HDP 0,10 % HDP , +7milear vydavky SR tovary 2 sinzby a befné rezersy: priebetny vy nitsi objem v Vybrané nedaiiové prijay 3w am ap w9 we s am 20
kow v porovnani s odhadom vlsdy, KRR 3 i " "Dividendy $R a MH Manatmenr = s 66 66 66 66 66 30 a
KRRZ odhads re saldo v ~pmlew  dividendyS) . ocaka =chladnens skutoénjeh vj Administraivae poplatly SR nm 2 oz 8 w o & 7 7
D By : Odvod = hazardngeh hier 2w m - 46 E 8
+ Odhadované dafiové prijmy rasti vyrazne nad tirovesi predpokladami rozpoétom vdaka priaznivim il cor apitalove vjdaviey SR odhid KRRZ vy 5 ——— e Rapicilove prijmy S8 T == R R =
ekonomickym podmienkam, najma vivoju na trhu price. Najvjrameiil pozitimy vplyv na & velkého obi. p oajiieich rokor Ostamé nedaiiord primy SR e B u = B ® a 3 5
S tveril nsjm socidlne odvody, DPH & DFFO. e irenie obci: KRE: 55 e SR Emsiné kbry R T R S R 03
+Pr viacerjch skupi e = EEEeh & RRZ u3 pri g : R e T ) Poplatok ECSA = 8 8 » o w3 3 )
Tovent rospotte, éo znamenk. "‘]"“‘“]dl 0 oprati rozpoctu (napriklad prjem z dividend, PR A AT S v — 5 e Socilne cansiery a divky @ a7 1 m s e =
ermisné oty alebo odvod z hazardmch hier). _ = merodikou ESA 2010 ) ) S E 4: » =53 a:l = =
+2 dévodu rychlejsieho Cerpania ECO fondov odhadujeme vyssie vydavky na spolufinancovanie. Nirast emdlen G i ) dee e e e N B R = 5
wydavkov je kryty prislusnou rezervou, ktora bola siiéastou schvaleného rozpodtu. e o b i " e Transfer dozozpoctu EUJ % 6 & 30 26
* Pricbefné tidaje poukazuji na narast vydavkov vStitnom rozpocte, ktory sa tyka najma miezd, = o 5 - s 2Sldade vvoia poc. ey Sacov v rolou 2caf, Spolufinancovanie a8z a8 afo 02 -
vydavkov na tovary a shisby (po mhfadmemmmrv)ammm ey —— . - Swm—— . § Rezerva na prostriedky EU n o omg By 24 48
*Obce ktoré by mohli. it vysoky P rrchidza z dzaja H“:”““f:“z‘"";_“;‘(’m e e — = °
objem z roku zar3, kzdybnhdnczrpmmﬂunﬁmdyzd.mhdmpmgmmmhnuhduha - i . . s N T — = = -
¥ sektore niravotnictes zatal predpokladime b mieme o . ¥ivol KRRZ odhadu koncorotnéhio hospodatenia verefne sprivy (bez EU zdrojor) e L I ] o £ -
avysiie platby Prijmy ESA 2010 v mil. eur Tm?” < shitby x o -
poistenia, ktoré ovplyvrilo plnenie ozdravneho plinu Vieobecnej mmm, polxhwn.: WVydavky ESAzo10 «— vodi rozpodtu Ostams betm vidavy SR - -
500 ® Saldo ‘Kapicilove vjdavky SR 1ezeny) 03 203 53
KRRZ odhad hospodarenia verejnej spravy - vybrané vplyvy (odchyiky od rozpoétu e - =
v mil. eur .
_— YT vic a4 -
Vs 3 . ° e ran iy =
Dasové prijmy 4734 | A F 287 *Ziravotns starostvost 38
Vatahy s rompottom EO A:xl; i o 462 Vitaviy aiconirom v poistevai “
I — - Hospodireniz nemocnic n
Ostatné plyvy -1 i Ostatné subjekty VS 130
Vydavky na zdravotnictvo -97 iz . Soc. poistaviia (bez odvoday  davok) 8
Sociilne transfery adivky 107 E’ ° voti odhaduvlddy é
Hotavostné vydavky SR 179
Vybrané nedanové prijmy 201 -
Hospod drenie samosprav
KRRZ odhad salda hospodarenia VS
a0 oo w0 oo 00 B 200

e e

12 narmonogram:
‘odbadov sada v aprii daného role, ledy i k dispoieiijanuirové ielaje. Informscie 22
rozpoctovarada sk el roit s verejnens a zapeacovans do odiadu vo februr nasledufieho rok.

Aktuilny offud v metoike ESA2ono vychidea 2 hotovostného plnenia (titna
pﬂﬂaﬂmi rorpoctovih tidajov (RIS) a expertmeh odhadov (dajiové prijmy,
dividendy, ostatné nedafiové prijmy, platené iroky)

WWW,

‘'ozpoctovarada.sk



.....
RESPONSIBILITY

Next steps

1. Using advanced forecasting methods

* Complement to the current setup

* Designing an appropriate method selection mechanism

2. Formalization of expert assessment methods

» Written reports or working papers to increase transparency

3. Medium-term time horizon

* Expand framework to provide projections for three subsequent years
consistently with the MTBF

_
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