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The UPB, Italy’s IFI - Based in Parliament, but functionally independent

Board:
• 3 members – a Chair and two councillors – selected among economic experts and academics
• Appointed by the Presidents of the Chamber of Deputies and the Senate of the Republic from a list of 

candidates chosen by parliamentary Budget committees
• Six-year term, non-renewable

Staff:
• Structure: DG Office and 3 Divisions (macroeconomic analysis, public finance analysis and sectoral analysis)
• Currently, 31 staff members: 26 economists and 5 administrative staff 
• At full capacity it could reach 40 staff members
• One part-time press officer
• Consultancy and agreements with research institutes and universities for collaborations on specific topics

Funding:
• From the State budget, through the budgets of the Chamber of Deputies and the Senate of the Republic
• Logistical support provided by Parliament

Access to information:
• MoU with Ministry of Finance for macro forecast endorsement and for fiscal assessment
• MoU with Istat (national statistical institute) for data provision;  member of SISTAN (National statistical system)
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The UPB carries out analyses, audits and assessments in the field of:

• macroeconomic and public finance, including forecasts
• impact of major legislative measures
• trends in public finances, including by sub-sector
• compliance with EU and national budgetary rules
• medium- and long-term sustainability of public finances
• any other issue deemed relevant

As required by law:

• Provides analyses and reports at the request of parliamentary committees
• “Comply or explain”: at the request of at least one third of the members of a 

parliamentary Budget committee, the Government shall explain the reasons why it 
confirms its own assessments or aligns with those of the UPB 

The tasks of the UPB



UPB has a broad mandate

• No need to justify the legal basis for its analyses

• Adapts activities to emerging challenges and new policy priorities

• Integrates macro-fiscal analysis with sector-specific insights

... this in turn requires

• Financial and human resources

• Timely access to data 

• Communication and technical skills



Network of Independent Fiscal Institutions in the EU

• The UPB is part of the Network of Independent Fiscal Institutions of 
the EU, EU IFI

• UPB President is currently the Chair of the Network

• There are 32 IFIs in the Network from 28 countries (including UK)

• All EU countries have at least one IFI and some have two IFIs



The first round of MTPs: the role of IFIs
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In March 2025, the Network of EU IFIs published an assessment on the role
of IFIs and the content of MTPs, based on a survey of 28 IFIs (out of 32 
members) from 26 countries

Key takeaways

• Limited involvement of national Parliaments and IFIs in MTPs
• Many IFIs assessed MTPs even when not invited to do so
• The IFIs’ assessments were generally positive, although some with 

reservations
• The IFIs’ main concerns centered on overly optimistic forecasts and on 

insufficient information



IFIs involvement centered on macro forecasts (12 cases out of 28)
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IFIs involvement in overall assessment of MTPs (7 out of 28 IFIs)
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Major concerns: information and overly optimistic forecasts



Directive transposition: some progress with IFIs involvement



Endorsement of macroeconomic forecasts

➢ Limit any excessive optimism for the sake of credibility,
transparency and capacity to reach targets

➢ Both trend (unchanged legislation) and policy scenarios are
subject to endorsement in Italy

➢ To ensure consistency with the government's forecasts, forecasts
use the same set of assumptions for the exogenous variables
(international prices, exchange rates, interest rates, world trade,
oil and gas prices). The assumptions are provided by the Ministry
of Economy and Finance (MEF) well in advance

➢ For the policy scenario the UPB quantifies the macro impact of
major policy measures based on government documents and
informal exchanges of information with the MEF



The process of endorsement 

➢ Agenda and procedure are agreed with the MEF in
a memorandum of understanding (MoU)

➢ Assessment is based on a panel of forecasts,
including UPB own forecasts and those of four
independent institutes under UPB coordination

• The whole process for the trend scenario takes
about a month; the Government usually revises its
initial forecasts under our request

➢ The process concludes with a binary result:
endorsed or not endorsed. Endorsement letters
are published on the UPB website



Endorsement of the policy scenario

➢ Takes place after the presentation of official
planning documents to Parliament (Spring and
Autumn) but before the draft Budget Bill (informal
information exchanges with the MEF on planned
policy measures)

➢ The outcome of the endorsement process is
presented in a parliamentary hearing taking place
around 1-2 weeks after the publication of the
official document

➢ Two cases of non-endorsement, both on the policy
scenario: Autumn 2016 and Autumn 2018



Flow chart for macro and public finance
forecasts 
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Assessment of public finance scenario 

• Evaluation based on internal forecasts (not published)

• Producing and evaluating public finance forecasts requires adequate 
resources, specific technical expertise and timely access to information

• All three UPB divisions involved to provide macro, public finance and 
sectoral perspectives

• Very difficult task without cooperation of the Ministry of the Economy 
and Finance (timely & confidential information sharing)
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Assessment of public finance scenario 

Main tasks:

• Replicate the structure of the general government accounts (accrual 
basis, ESA), main revenue items, expenditure categories, national and 
subnational rules

• Integrate macroeconomic estimates/forecasts (e.g., elasticity, tax bases, 
indexation parameters, and interest rates)

• Monitor budget implementation, especially in the second half of the 
year

• Costing of new measures and monitor their effectiveness

• Track/estimate behaviour of operators in response to legal and 
administrative innovations
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Sectoral analysis

The Sectoral division comprises 11 economists and a Director

• Assesses financial and distributional impact of major legislative measures and 
their long-term sustainability 

• Operates either at the request of Parliament or on its own initiative within the 
scope of the mandate of the UPB

Main topics:

✓ Direct and indirect taxation of households and businesses

✓ Tax incentives and tax expenditures

✓ Tax evasion and international taxation

✓ Cash and in-kind transfers, pensions and healthcare 

✓ Public investment and public services

✓ Local government finance and fiscal federalism



Sectoral analysis

• Analyses are based on microsimulation models, drawing on integrated survey 
data and administrative databases

✓ Households tax-benefit and indirect taxation models

✓ Corporate tax model

✓ Pension model (short-, medium- and long term)

• Results published in occasion of Parliamentary hearings and the UPB Annual 
Report, as well as in UPB publications (Focus, Flash, Working paper) and peer-
reviewed academic journals and other specialized outlets



Ex post analysis of the macro forecasting errors

✓ Before 2014 the government largely overestimated real and nominal GDP 
growth

✓ Since then, the government forecasting errors are significantly reduced



Similar bias across institutions in recent times 
(2020-25)
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Forecasts for T overly 
pessimistic and 
optimistic for T+1; errors 
largely due to the 
unpredictability of the 
COVID-19 pandemic

Nominal GDP 
underestimated on 
average across forecast 
horizons. The bias is 
largely driven by the 
Ukraine war-related 
inflation shock.

MED=median of the UPB panel, EC=European Commission, CF=Consensus Forecast



The size of macro forecast errors (2020-25)
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Forecast errors size are similar across institutions and increasing with the
forecasting horizon

MED=median of the panel of the validation process, EC=European Commission, CF=Consensus Forecast



Ex-post assessment of public finance forecasting errors in 2000–25 

High variability in primary balance 
forecast errors, with a tendency
towards optimistic bias

Forecast errors for interest 
expenditure almost 
symmetric around zero.



Ex-post assessment of public finance forecasting errors in 2000–25 

High variability in net 
borrowing forecast errors, 
with a tendency towards
optimistic bias

Public finance forecast errors are similar to those of the European 
Commission. 

The observed bias is largely driven by anomalous years and by the period 
prior to 2014



Public finance forecasting errors before and after 2014

Bias and accuracy of net borrowing-to-GDP Forecasts (1)  

ME RMSE ME RMSE ME RMSE

MEF 0,91 1,90 0,82 1,29 1,03 2,50

Excluding outliers (2) 0,37 0,87 0,65 1,03 -0,14 0,47

COM 0,68 1,86 0,49 1,03 0,93 2,56

Excluding outliers (2) 0,07 0,70 0,32 0,75 -0,34 0,60

2000-2025 2000-2014 2015-2025

Source:  ca lculations  based on MEF, European Commiss ion and Is tat data

(1) ME = mean error; RMSE = root mean squared error.
(2) Outl ier years : 2009, 2020, 2022 and 2023.

Bias and accuracy of primary balance-to-GDP Forecasts (1)  

ME RMSE ME RMSE ME RMSE

MEF 0,97 1,91 0,97 1,49 0,97 2,37

Excluding outliers (2) 0,48 0,98 0,78 1,20 -0,05 0,37

COM 0,71 1,84 0,56 1,17 0,89 2,44

Excluding outliers (2) 0,16 0,77 0,38 0,90 -0,21 0,47

2000-2025 2000-2014 2015-2025

Source:  ca lculations  based on MEF, European Commiss ion and Is tat data

(1) ME = mean error; RMSE = root mean squared error.

(2) Outl ier years : 2009, 2020, 2022 and 2023.

For the primary balance, the 
mean error declines from 
0.78 in 2000–2014 to -0.05 in 
2015–2025 once outlier 
years are excluded.

For net borrowing the mean 
error falls from 0.65 to -0.14



Forecasting errors in public finances and nominal GDP 

Forecast errors in nominal GDP are reflected in public finance forecast errors

pre-2014 post-2014



Forecasting errors in public finances and nominal GDP 

(1) (2) (3) (4)

C 0,91*** 0,37

(SE) (0,28) (0,22)

2009 dummy 2,85*** 2,56*** 1,32**

(SE) (0,22) (0,25) (0,55)

2020 dummy 6,96*** 7,47*** 5,13***

(SE) (0,22) (0,15) (1,04)

2022 dummy 2,05*** 2,55*** 2,84***

(SE) (0,22) (0,15) (0,23)

2023 dummy 2,32*** 2,83*** 3,39***

(SE) (0,22) (0,15) (0,31)

pre-2014 dummy 0,65** 0,37

(SE) (0,25) (0,29)

post-2014 dummy -0,14 -0,32

(SE) (0,15) (0,21)

Nominal  GDP growth 

forecast error
0,26**

(SE) (0,11)

Wald Test: C( 

pre-2014 

dummy)=C(pos

t-2014 dummy)

t-s tatis tic 2,76** 2,14**

Dependent variable: Net borrowing-to-GDP forecast error

*** p<0.01  ** p<0.05  * p<0.10. HAC-robust s tandard errors  (Newey-West, kernel  di  

Bartlett) in parentheses .

When controlling for nominal 
GDP forecast errors, the bias 
in net borrowing 
forecasts becomes 
statistically insignificant



From UPB Annual Report 2026:

✓ Macroeconomic surprises help explain movements in Italian government
bond yields, particularly at the quarterly frequency

✓ Bad surprises count more than positive surprises

✓ Fiscal surprises, deviations from actual outcomes, have a persistent effect
on sovereign yields: up to 30 bp in periods of market stress

✓ Fiscal announcements, planned fiscal trajectory, tend to dominate in
more ordinary market conditions

27

Macroeconomic and fiscal suprises



Background information



UPB assessment of the MTP: Timeline 

June and July 2025: Agreement with the Ministry of Finance and the parliamentary
Budget Committees on the timetable for the endorsement of macroeconomic forecast 
and for the assessment of public finance forecast

Second half of August: Preparation of the macroeconomic and public finance forecasts 
under current legislation with various rounds of feedback between macroeconomic
and public finance forecasts, until there is a convergence and interaction with the UPB 
panel of forecasters

First half of September: Informal discussions with the Ministry of Finance on the 
macroeconomic forecasts under current legislation, leading to their endorsement

27 September: Publication of the MTP, including the current legislation and the policy 
scenario



UPB assessment of the MTP: Timeline 

Between 27 September and 7 October:

1) Informal preliminary guidance from the Ministry of Finance on a draft budgetary 
manoeuvre to allow the UPB to develop the macroeconomic and public finance forecast for 
the policy scenario; 

2) Ad hoc requests by the UPB to the Ministry of Finance regarding information missing from 
official documents; 

3) Development of the macroeconomic and public finance forecasts for the policy scenario; 

4) Dialogue with the UPB panel of forecasters; 

5) Forecasts feed into other areas of activity, like assessment of fiscal rules, DSA, budgetary 
guidance, etc.

7 October: Parliamentary hearing of the UPB on the MTP, endorsement of the policy-based 
macroeconomic forecast and assessment of the public finance forecast (using the ‘comply or 
explain’ procedure)

By mid-October: Parliament’s approval of the MTP and submission of the MTP to the EU 
institutions



UPB assessment of the MTP: Endorsement of macroeconomic forecast
Real GDP

(annual growth rates)

• On October 2025, UPB endorsed the macroeconomic forecasts of the MTP. The forecasts were

considered acceptable, but exposed to downside risks



UPB assessment of the MTP: Endorsement of macroeconomic forecast

Nominal GDP
(annual growth rates)

• The government's projections for nominal GDP are less exposed to downside risks



UPB assessment of the MTP: Evaluation of the fiscal strategy

✓ fiscal consolidation consistent with fiscal rules 

✓ deficit ratio below 3 per cent by 2026 and declining

✓ net expenditure growth consistent with reference path

✓ plausible and continuous decline of debt ratio after 2026

• some concerns 

✓ only general information on fiscal corrective measures (only later with DBP)

✓ limited information on reforms and investment (only later with final version)

✓ upside risks for deficit from geopolitical situation, climate change and energy 
transition

✓ “fiscal fatigue” after 2026? 



UPB assessment of the MTP: Public finance and fiscal rules

Net expenditure growth and nominal GDP growth (percentage) Structural primary balance (percentage of potential GDP)



UPB assessment of the MTP: Debt sustainability in the medium term

Public debt (as a percentage of GDP)



UPB assessment of 2026 APR: Endorsement of macro forecast
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Fonte: DFP 2026



UPB assessment of 2026 APR: Recent institutional GDP forecast 
for Italy
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Fonte: Ufficio Parlamentare di Bilancio
(*) previsioni sul dato aggiustato per i gironi lavorativi



UPB assessment of 2026 APR: Net borrowing-to-GDP ratio



UPB assessment of 2026 APR: Debt-to-GDP ratio



UPB assessment of 2026 APR: Debt-to-GDP ratio medium term projection
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