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Strong growth this year 

Real GDP is forecast to grow by 5.0% in 2021, 

following a mild contraction of just 0.1% in 2020. 

Lithuania’s economy expanded rapidly in the first 

half of 2021, largely driven by an increase in 

exports, with an exceptionally strong performance 

of exports of pharmaceutical products related to 

COVID-19. Exports are forecast to continue 

contributing strongly to growth over the rest of the 

year. Domestic demand-driven activities picked up 

considerably, as pandemic containment measures 

were eased towards the middle of the year. A rise 

in households’ disposable income during the 

pandemic went hand in hand with only gradual 

decline in the household saving ratio, thus 

providing scope for further sizeable increases in 

private consumption over the forecast horizon. 

Investment, especially in machinery, transport and 

other equipment, performed strongly the first half 

of 2021 and is expected to keep rising over coming 

years, stimulated by domestic and external 

demand. Housing investment is also staying on a 

growth track amid higher activity in the real estate 

market. 

Continued but weaker growth ahead 

Economic growth is forecast to be supported by 

the good financial health of businesses, 

accumulated household savings and rising 

household income, though it might be constrained 

by re-emerging labour shortages and supply 

bottlenecks. Exports are set to contribute less to 

real GDP growth in 2022 and 2023, due to a 

slower rise of external demand and geopolitical 

tensions. Overall, Lithuania’s real GDP is 

projected to increase by 3.6% in 2022 and 3.4% in 

2023. A possible worsening of the COVID-19 

situation remains a downside risk as it could lead 

to new containment measures. 

Re-emerging shortages in the labour market 

The stronger economic activity is resulting in 

rising shortages in the labour market in 2021. Lack 

of workers, reported already before the pandemic 

crisis, is re-emerging, with a rising share of 

companies encountering difficulties to sustain 

growth due to a shortage of labour resources. The 

unemployment rate is expected to decrease from 

8.5% in 2020 to 6.0% in 2023. 

Shortages in the labour market have an impact on 

wage developments. Wages, which at the onset of 

the crisis contracted in the private sector, are 

returning to a path of elevated growth, outpacing 

the increase in labour productivity. The growth of 

wages is set to remain sizeable over the forecast 

period, though the pace is expected to weaken. 

          

Inflation driven by external factors 

In 2021, inflation in Lithuania is expected to pick 

up. Increasing prices of energy and non-energy 

industrial goods, both influenced by developments 

in external markets, are pushing up inflation. In 

addition, services inflation, which has a closer link 

to domestic economic developments, is starting to 

pick up. Overall, inflation is projected to reach 

3.8% in 2021, before moderating to 3.1% in 2022 

and 2.0% in 2023. The expected moderation of 
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Lithuania’s economy is returning to its pre-pandemic growth path in 2021. Despite a still elevated 

unemployment rate, strong economic growth is resulting in rising shortages in the labour market with 

an impact on wage developments. In 2021, higher than-expected tax revenues are leading to a smaller 

general government deficit than anticipated in spring. Going forward, while growth is set to moderate, 

the economy is projected to continue to be supported by the good financial position of businesses, 

accumulated household savings, and rising household income. 
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inflation over the forecast horizon reflects the 

assumed gradual resolution of the bottlenecks in 

the goods markets and the temporary nature of 

recent energy price rises. 

Narrowing general government deficit 

Higher than previously expected tax revenues, 

driven by the strong economic expansion, along 

with some expenditure savings, are forecast to 

bring the general government deficit down to 4.1% 

of GDP in 2021. Total spending on various 

measures to mitigate the consequences of the 

COVID-19 pandemic, mainly subsidies, benefits 

and additional spending for healthcare, are set to 

amount to 2.8% of GDP in 2021. 

In 2022, the general government deficit is forecast 

to narrow further to 3.1% of GDP as the COVID-

19 related support is expected to abate. As in 2021, 

additional funds have been allocated for healthcare 

and salary bonuses for medical staff dealing with 

COVID-19 patients. Announced amendments to 

the pension system and expected increases in 

benefits and salaries in the public sector are set to 

increase government spending, while there are no 

significant measures planned to raise tax revenues. 

For 2023, the general government deficit is set to 

stand just above 1% of GDP. The forecast also 

incorporates expenditures financed by RRF grants, 

for a cumulative amount of 2.0% of 2019 GDP 

over the forecast horizon. 

Lower than initially anticipated projections of 

general government deficit levels in 2021 and 

2022 are consistent with a downward trend of the 

debt-to-GDP ratio. In 2021, it is set to stand at 

45.3%. At the beginning of 2022, Lithuania is 

scheduled to redeem a sizeable amount of 

government bonds for which cash reserves have 

been accumulated already in 2021. Therefore, the 

debt-to-GDP ratio is projected to fall to 44.1% in 

2022 and to subsequently increase to 46.0% in 

2023, mainly due to the need to balance cash flows 

and prepare for a bond redemption scheduled in 

2024. 

 

 

                                    
 

 

bn EUR Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

49.5 100.0 3.9 4.0 4.6 -0.1 5.0 3.6 3.4

29.1 58.7 4.2 3.6 3.1 -2.1 5.6 4.8 4.1

9.2 18.5 0.9 0.2 -0.3 -0.4 0.2 0.1 0.0

10.4 21.1 5.3 10.0 6.6 -1.8 12.8 6.0 6.1

3.2 6.6 6.8 8.0 3.5 -5.5 13.5 5.2 6.2

36.4 73.5 8.3 6.8 9.9 0.4 11.8 5.3 4.4

31.8 64.2 8.0 6.0 6.1 -4.4 15.1 6.4 5.3

48.1 97.1 3.8 4.5 4.2 0.5 4.7 3.7 3.2

4.3 4.3 3.2 -1.7 6.0 4.2 3.8

0.1 -1.0 -1.7 -1.9 0.0 0.0 0.0

-0.2 0.7 3.0 3.5 -1.0 -0.6 -0.5

0.1 1.4 0.6 -1.6 0.6 0.5 0.0

10.5 6.2 6.3 8.5 7.1 6.3 6.0

7.4 7.9 10.6 7.3 9.3 6.7 5.5

3.4 5.2 6.3 5.7 4.7 3.4 2.1

0.3 1.6 3.6 4.2 0.4 0.8 0.1

2.8 0.1 3.5 12.2 9.0 7.6 6.3

3.0 3.5 2.7 1.5 4.3 2.6 2.0

2.6 2.5 2.2 1.1 3.8 3.1 2.0

0.6 -1.0 1.3 1.5 -4.6 -0.1 0.0

-7.9 -6.3 -4.8 -0.8 -4.1 -5.1 -6.2

-4.2 0.3 3.5 7.3 2.6 1.9 1.2

-2.1 1.8 5.2 9.1 4.2 3.5 2.8

-2.5 0.5 0.5 -7.2 -4.1 -3.1 -1.1

-2.4 -0.7 -0.8 -6.7 -4.0 -2.8 -0.6

-0.7 -0.7 -0.9 -6.8 -4.0 -2.8 -0.6

29.3 33.7 35.9 46.6 45.3 44.1 46.0

General government balance (c)

Cyclically-adjusted budget balance (d)

Structural budget balance (d)

General government gross debt (c)

 (a) Eurostat definition.  (b) gross saving divided by adjusted gross disposable income.  (c) as a % of GDP. (d) as a % of potential GDP.

Net lending (+) or borrowing (-) vis-a-vis ROW (c)

Employment

Unemployment rate (a)

Compensation of employees / head

Unit labour costs whole economy

Real unit labour cost

Saving rate of households (b)

GDP deflator

Harmonised index of consumer prices

Terms of trade goods

Trade balance (goods) (c)

Current-account balance (c)

Contribution to GDP growth: Domestic demand

Inventories

Net exports

GNI (GDP deflator)

Table II.11.1:

Main features of country forecast - LITHUANIA

2020 Annual percentage change

GDP

Private Consumption

Public Consumption

Gross fixed capital formation

of which: equipment

Exports (goods and services)

Imports (goods and services)




