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The context X BOV
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DThe world is becoming increasingly unpredictable, with rapid changes across economic, political,

technological, and environmental domains.

DShocks are becoming more frequent and complex. Each new shock pushes an economy away

from its equilibrium.

jWhiIe economies can return to equilibrium on their own, the equilibrium they settle into may be

socially undesirable.

Dlncentives play a central role in shaping economic behaviour, guiding the actions of households,

firms, and institutions, and ultimately influencing economic outcomes.

D Economic growth remains essential, but it is not sufficient on its own to ensure broad wellbeing.

Social, environmental, and institutional factors matter.
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Note: Figures for 2025 - 2028 are forecasts.
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United States Effective Tariff Rates
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Countries whose main exports are steel, aluminium, iron, medium- and
30 | heavy-duty vehicles, and machinery face the highest ETRs, while countries
mostly exporting goods that are currently exempted from US tariffs, such
o5 | as aircrafts and pharmaceuticals, are at the lower end of the ETR ranking.
20
15
10
o L. |
LU RO BG SI DK SK CZ HU CY ES SE LV PL IT GR LT FI EU FR EA NL EE HR PT BE

m Spring ETR Current ETR

Source: European Commission. Note: Chart is reproduced from Graph 3 European Economic Forecast Autum 2025.
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Malta’s merchandise trade 3 BOV
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Merchandise trade with US m

——Exports (USA) Imports (USA) EXpOI‘tS Of gOOdS €268 m
Imports of goods €280 m
2\ e ™™ TN _ ————— /\J bﬂ\,\/~_\/

——Exports (Extra-EU) Exports (Intra-EU)

O \/\/\/ A /\\/\/\/

Total merchandise trade Total merchandise trade m

r Exports of goods €3.5 billion ‘ Imports of goods €8.7 billion _‘

2022 | 2023 2024 | 2025

Source: Eurostat. Note: Figures in EUR millions.
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Sectoral composition of the economy
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A: Agriculture, forestry and fishing 2004

® 2014
—2024

S - U: Other services ...~“" R B - E: Industry

R: Arts, enterta.mment and ‘‘‘‘‘‘‘‘‘ 15 ....................... F: Construction
recreation y |

G: Wholesale and retail trade;

Q: Human health and social work
motor vehicles and motorcycles

activities

P: Education , ............... e b ....................... H: Transportation and Storage

' I: Accommodation and food

O: Public administration and :
service activities

defence

N: Administrative and su ppor“f"“—=‘~i’ff‘

. N " J: Information and communication
service activities

-K: Financial and insurance
activities

M: Professional, scientific aﬁ'd
technical activities

L: Real estate activities

Source: Eurostat. Note: Figures in percent.
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The evolution of real GDP

Assuming annual growth
continues @3.7%

Implied Malta Vision 2050 target: circa 3% per annum
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Source: Eurostat, own estimates. Note: Figures in EUR billions. The gaps between the lines show how long it takes for real GDP to double.
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300

m2013 m 2024

200

2013, 91 2024, 110

LT

Source: Eurostat.
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Real GDP per square kilometre
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62.4

3.0 2.7 27 27 21 20 1.7 15 1.2 1.1 1.0 09 07 07 0.6 05

Malta
Luxembourg
Netherlands
Belgium
Germany
Denmark
Ireland
Italy
Austria
France
Cyprus
Czechia
Spain
Portugal
Slovenia
Slovakia
Poland
Hungary
Greece
Croatia
Sweden
Romania
Lithuania
Finland
Bulgaria
Estonia
Latvia

Source: Eurostat, own estimates. Note: Data for 2024. Figures in EUR millions.



- 10 -

Drivers of real GDP per square kilometre Y BOV
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Y Pop Emp Y
— = X X

A A Pop Emp
e | oy v | o
m €21.2 million 1,230 0.40 €43,171

€62.4 million 1,783 0.58 €60,587

Malta 2 94x 1.45x 1.45x 1.40x

multiple

EU
average

1.79x 1.08x 1.15x 1.47x

Source: Eurostat, own estimates. Note: Y - real GDP; A - Area; Pop - Population; Emp — Employment.
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Sectoral employment shares by nationality
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u Activities of extraterritorial organisations and bodies
T Activities of households as employers

S Other service activities

R Arts, entertainment and recreation

Q Human health and social work activities

P Education

(o] Public administration and defence; compulsory social security
N Administrative and support service activities

M Professional, scientific and technical activities

Real estate activities

K Financial and insurance activities

J Information and communication

| Accommodation and food service activities

H Transportation and storage

G Wholesale and retail trade

F Construction

E Water supply; sewerage, waste management

D Electricity, gas

c Manufacturing

B Mining and quarrying

PODOOMMOII e xrXZ2010D0O0D0DWnmAC

A Agriculture, forestry and fishing

0% 20% A40% 60% 80% 100%
mEU mTCN Maltese

Source: Ministry for Finance and Employment. Note: Reproduced from
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Demographic developments
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Tourism sector
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Total commercial flights

Total inbound tourists

Total tourist nights

Total nominal expenditure

Total real expenditure

Per capita nominal expenditure

Per capita real expenditure

Bed-places in collective accommodation

Source: National Statistics Office, Eurostat, own estimates. Note: Figures show percentage changes between 2019 and 2025 (Jan - Nov).
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Inbound tourists

THE MALTA CHAMBER Bank of Valletta

500,000 71728 4 million (circa)
VEUERAEETN 4-4.5 million (2035) m2023 m2024 m2025
450,000
AU T RTETA GG N 5.6 million
400,000 -
o =
~ -
350,000 K =
o0
m
300,000
250,000 E
200,000 |
150,000 1 H
100,000 | = = m 0
50,000 - w i i |
. il RRE B il B
Jan Feb Mar Apr May June July Aug Sep Oct Nov Dec

Source: National Statistics Office, own estimates.
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Residential property market
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35 5 .
Annual % change in property prices 4 Cost of borrowing for households for house purchase (%)
30
25 3
20 2 Euro area —Malta
Euro area —Malta 1
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-5 30
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2006
2007
2008
2009
2010
2011
2012
2013
2014
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2017
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2019
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Source: Eurostat, European Central Bank, Central Bank of Malta. Misalignment indicator is reproduced from Chart 3.9 CBM Quarterly Review 2025:
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Household wealth
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. 2019Q4 = 2025Q2 178
127
) - 101
} Volume effect - circa €40 billion . .
66 _ } Price effect - circa €21 billion
30
16 22 19
r o I en BN
Housing Deposits Other Total
Currency and household deposits as % of GDP
130
116 114 111 106 106 114 115 14 121 117 99 o6
\
Malta
Euro area
68 69 69 68 69 69 69 70 80 77 73 69 69

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: Eurostat, own estimates. Note: Figures in € billions.
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Public finances
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7 .
10 | ¢ Long-term government bond yields (%)
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Source: Eurostat, Ministry for Finance and Employment. Note: Data for 2025 and 2026 are forecasts as per Draft Budgetary Plan 2026. Figures in EUR billions.
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Government expenditure and revenue dynamics

THE MALTA CHAMBER Bank of Valletta

25

——Expenditure Revenue

20

, \

- .
A A\

-10

2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

Source: National Statistics Office. Note: Figures in percent. Annual growth rates based on four-quarter moving sums.
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Emissions
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Figure 13: Projected change of ESR emissions and gap to target in 2030 (%)

:Em European
= = Commission

Climate Action o

ad

i)

an

EEfEsc 28 EZERE : = £ T E E = £ 2 B
= = T = — — 5 = =1 L= - — o = m 3
= F = T L O P - . —- s = = 3 = T =
= T = = = L E = ._|-_ = = 4 E R
3 5 T o @

I‘.].. r &

A-I- . "
7 Straggti;éning Competitiveness on : : ‘ -
the Road to %ate”mtmﬁty- WFrojected change of emissions (with additional measures) Projected change of emissions (with existing mea
1)

November 2025 L 3 __||._

Note: Malta's gap to target is 45 and 61 percentage points, exceeding its 19% reduction target. This means Malta is projected to
emit more in 2030 than in 2005,

Source: European Commission.



- 22 -

A futures framework for Malta
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FUTURES

Business
as usual

Collapse

Discipline

Transform

TOURISM

Sector is taken for granted, with infrastructure
bottlenecks, resident complaints, and gradual
erosion of destination attractiveness.

Environmental pressures and resident irritation
lead to a permanent loss of destination appeal; air
connectivity is scaled back; low spending tourism
impedes upkeep of attractions.

Imbalanced sharing of tourism benefits among
stakeholders creates calls for restraints and hard
decisions. Policy unpredictability and sudden
reversals create uncertainty and hamper forward
looking investments.

Careful planning allows for a gradual
transformation into higher value-added tourism,
with lower negative impacts and benefits shared
by most of the population. ESG considerations
underpin the core activities of tourism.

PROPERTY

Expansion continues at current pace. Infrastructure lags and
affordability issues persist. Developers compete on volume rather
than quality, while regulatory oversight remains reactive.

Environmental degradation leads to a loss of appeal in key localities.
Overbuilding and poor planning create public backlash. Lower quality
of life drives residents, foreign workers, tourists, and businesses away,
triggering a market contraction and vacant properties.

Growing concerns prompt stricter planning controls and regulatory
reforms. Development is curbed in sensitive areas, and incentives shift
toward renovation and adaptive reuse. However, policy uncertainty
slows down investment and innovation.

Strategic planning and ESG-driven policies reshape the property
market toward long-term value creation. Mixed-use developments,
green buildings, and inclusive housing models gain traction. Benefits
are more evenly distributed across communities, and Malta positions
itself as a high-quality property destination.



Final thoughts

How can the country afford what it
aspires to have in future?

How can businesses play a key role in
the transformation process?
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Final quote
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THE

GENERAL THEORY
OF
EMPLOYMENT, INTEREST
AND MONEY

“The difficulty lies,

BY
JOHN MAYNARD KEYNES

not in the new ideas,

Mgz, KeyNes here atteropts to solve the general
prodlem of variations in the volume of output and
employment. In order to work out a fundamental
theory of aggregate supply and demand, he develops
a system of analysis which includes a new treatment
of saving and investment, of the marginal efficiency
of capital, of the rate of interest and of woney. The
book constitutes a general assault on the adequacy
of the existing orthodox economic theory as a means
for handling the problems of fluctuations in employ-
ment, trade cycles and the like.

but in escaping from

the old ones...”
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