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BOX 1: PANDEMIC-RELATED EXCESS SAVINGS – HOW WILL THIS 
AFFECT PRIVATE CONSUMPTION IN THE COMING YEARS?1

In view of the strong 
income growth in the 
years preceding the 
pandemic, the Bank’s 
estimate of households’ 
saving levels had been 
trending upwards. How-
ever, these rose abruptly 
and to unprecedented 
levels during the COVID-
19 pandemic in 2020 
and 2021. Chart 1 shows 
that saving levels rose 
to close to €2.8 billion 
in both 2020 and 2021, 
while the stock of house-
holds’ currency and 
deposits rose by around 
€1.3 billion each year.2 

This strong increase in 
saving levels was largely 
of an involuntary nature 
as the containment mea-
sures to limit the spread 
of the virus – such as the 
shut-down of non-essen-
tial services, as well as 
restrictions on travel and 
mass events – prevented 
households from con-
suming certain items, 
particularly services. As a 
result, private consump-
tion declined by 10.2% in 2020 (see Chart 2). 

At the same time, the Maltese Government introduced several support measures – mainly 
in the form of the Wage Supplement Scheme – to limit layoffs and cushion household 
incomes. Indeed, in 2020, pandemic-related measures amounted to around 5.0% of GDP, 

1   Prepared by Ian Borg, Manager within the Economic Projections and Conjunctural Analysis Office.
2   Households’ currency and deposits and net financial wealth used in this box are sourced from financial accounts. See https://
www.centralbankmalta.org/financial-accounts.
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Chart 1
SAVINGS AND CHANGES IN DEPOSIT LEVELS
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which impacted GDP 
growth positively by 
around 2.8 percentage 
points.3 Consequently, 
despite the severe eco-
nomic contraction in 2020 
(of 8.3%), real disposable 
income still rose by 0.8%.

Although private con-
sumption increased by 
6.6% in 2021, its level 
was still around 4.5% 
below that prevailing in 
2019, as containment 
measures were inter-
mittently enhanced due to new variants of COVID-19. At the same time, real disposable 
income is estimated to have risen further by around 4.5% in 2021, thus providing further 
support to private consumption.

In view of these developments, the estimated saving ratio reached a historical high of 
32.5% in 2020, easing to around 31.2% in 2021 (see Chart 3). Similarly, household net 
financial wealth as a percentage of nominal GDP rose to a historical high in 2020. Although 
it retreated somewhat in 2021 on the back of a recovery in nominal GDP, the ratio of house-
hold net financial wealth remained well above that in 2019. 

In forecast rounds that preceded the COVID-19 pandemic, the Bank had projected the 
saving ratio to decline somewhat over the period 2020-2022, following a period of relatively 
strong accumulation of savings.4 Hence, the sharp increase in the saving ratio in 2020 
and 2021 is mostly due to pandemic-related effects of forced savings due to the inability 
to consume, although it is also likely that this rise could also include some precautionary 
element due to the elevated uncertainty and loss in confidence that the pandemic had 
generated. In this box we estimate excess savings as the difference between real savings 
accumulated in 2020 and 2021 and a counterfactual level consistent with the saving ratio 
that prevailed in 2019.5 By end 2021, pandemic excess savings stood at around 7.6% of 
disposable income.

Forecast implications
Containment measures during 2022 have been eased further and by the end of June, 
almost all the measures that hinder consumption have been removed. Households entered 

3   See Borg I. (2022) Box 2: The impact of COVID-19 Fiscal and Liquidity Measures on GDP, Central Bank of Malta Outlook for 
the Maltese Economy 2022:2 https://www.centralbankmalta.org/site/Publications/Projections-2022-2.pdf 
4   See https://www.centralbankmalta.org/file.aspx?f=92670 
5   This is similar to the measure adopted in https://www.ecb.europa.eu/pub/economic-bulletin/focus/2021/html/ecb.
ebbox202105_01~f40b8968cd.en.html , except that instead of considering the counterfactual saving ratio as being equal to the 
average prior to 2020, we utilise the saving ratio for 2019. Such an assumption is made mainly because the saving ratio in Malta 
was trending upwards and hence the equilibrium saving ratio is probably higher than the historical average.
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NET FINANCIAL WEALTH AND SAVING RATIOS
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this re-opening period with a large stock of savings, and in excess of that which they would 
have saved if the pandemic shock did not occur. These additional savings could provide 
huge support to private consumption growth in the forecast period, beyond that expected 
on the basis of the increase in income. There are however many aspects to consider.

Firstly, although private consumption growth could be somewhat buoyed by pent-up 
demand due to the re-opening of contact-intensive services, the full re-opening of travel 
routes and the restart of mass events, part of the consumption foregone during the pan-
demic cannot be recovered. For example: consumers are unlikely to increase their expen-
diture on leisure activities enough to offset the drop during the period in which these were 
shut down. There are also capacity restrictions, particularly in travel, which limit higher con-
sumption. Similarly, the frequency at which certain personal care services are consumed 
will not necessarily exceed the rate at which they were availed of before 2020. Therefore, 
the de-accumulation of pandemic-related savings could be limited.

Secondly, uncertainty remains high and has increased further due to the sharp pick-up in 
inflation and the invasion of Ukraine. In such a context, consumers could find it challeng-
ing to properly assess their medium-term expected income. This could lead households to 
maintain or even increase the precautionary element of saving which would slow down the 
de-accumulation of savings and adversely affect the growth of private consumption. 

Chart 4 shows the forecast of the growth in private consumption and real disposable income 
between 2022 and 2024. Growth in real disposable income is expected to slow down to 
1.9% in 2022 from 4.6% in 2021. This deceleration is driven by a stronger negative contri-
bution from inflation, which is expected to contribute negatively by 5.9% and offsets a mod-
est pick-up in nominal income growth. Real disposable growth is set to pick up to 2.1% and 
3.5% in 2023 and 2024 respectively as inflation is set to moderate from the peaks of 2022. 

At the same time, private consumption growth is set to moderate to 5.2% in 2022 from 
6.7% in 2021. It is then 
set to decelerate further 
to 4.3% in 2023 and 
pick-up slightly to 4.5% 
in 2024. As these growth 
rates exceed those pro-
jected for disposable 
income, the saving ratio 
is expected to decline 
somewhat throughout 
the projection horizon, as 
pandemic-related excess 
savings are run down. 
Nevertheless, given the 
high uncertainty related 
to the war in Ukraine, the 
saving ratio in 2024 is 

-15

-10

-5

0

5

10

15

2018 2019 2020 2021 2022 2023 2024

Chart 4
PROJECTIONS
(annual percentage change; contributions; ratio)

Nominal disposable income
Consumption deflator
Real consumption
Real disposable income

Source: Central Bank of Malta.

20

23

25

28

30

33

35

2018 2019 2020 2021 2022 2023 2024

Saving ratio



CENTRAL BANK OF MALTA Outlook for the Maltese Economy 2022:3

5

still expected to remain elevated and above that of 2019. This implies that around half of 
the excess savings accumulated during the pandemic will be retained by the end of the 
projection horizon.


