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Finland's economy will grow by 3.3% this
year, but the growth will slow down to 2.3% In
2022. Investments and consumption provide
the economy with a shot in the arm. The
slowdown in the economic growth in the world
economy and in the main export countries of
Finland in the near future will inevitably also
be reflected here in Finland. Alarming news
has already been heard from around the
world. At the same time, we do not expect the
Increased demand for consumption to save
the growth. The dismantling of restrictive
measures will alleviate economic distress, but
the challenges concerning vaccine coverage
and the uncertainties created by the risks of
virus variants will curb a full return of
confidence.
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pect the volume of exports

throughout the year to increase by
3.9% compared to one year ago. In

2022, growth will accelerate to 6.6%,

followed by a marked slowdown.
Exports of services will pick up more
quickly than exports of goods, thus
returning to the trend before corona.

' ports are developing

‘parallel with exports.

In Finland, imports are developing
parallel with exports. A growth in
imports is due to the increase in
household consumption, exports and
the recovery of travel. We expect the
growth of imports to be slower both
this year and next year. Thereatfter, in
2023, imports will grow quicker than
exports.
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Risks In the recovery of
private consumption

We do not expect the dismantling of restrictions
to bring significant additional positive support to
the demand for goods; rather, the positive
change has already been largely realised.
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Boosted by positive labour market
developments, the consumer con-
fidence has already returned to
levels preceding the pandemic. At
the same time, household savings
have increased strongly allowing
room for growth in consumption.
Thus, households have had the
opportunity to dismantle the pent-up
demand for goods. In addition, the
risks of growth in consumption are
elevated as economic uncertainty
increases.

The demand for services will most
likely pick up when the last res-
trictions are dismantled, but ser-
vices lost during the pandemic will
not be fully replaced by increasing
the consumption of services. For
example, lost restaurant dinners
and trips abroad are not fully re-
placed with new trips but a large
part of this is lost demand. It is also
appropriate to ask whether the
tourism industry will return to the
level preceding corona, as climate
issues call the ecological sus-
tainability of tourism into question.
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Despite effective vaccines, there is
no definitive solution to the corona-
virus. We believe that this leaves
consumers with a slight sense of
uncertainty and thus restricts full
recovery.

Public consumption will during the
next few years be increased by
paying off the care debt and short-
ening the waiting lists accumulated
during corona. The annual growth
in public consumption slowed signi-
ficantly last year, and we expect
this development to lead to a recaoll
that is reflected in the growth in
consumption. In addition, the long-
term growth in public sector con-
sumption will continue as a result of
an ageing population.
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Residential construction
Investments are picking
up surprisingly rapidly

The positive economic sentiment is reflected in
Investments that are expected to grow by 2.4%
this year and to 3.5% next year.
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Production investments in machi-
nery and equipment as well as the
positive sentiment created by a
strong order book, support
economic growth. At the same
time, surveys show that
companies' investment plans
indicate clear growth. However,
productive investments will grow
the most during this year. A slower
global economy will weaken com-
panies’ willingness to invest in the
near future. We predict that invest-
ment in machinery and equipment
will increase by 6.5% this year
and that the growth will slow down
to 3.5% next year.

Construction investments will
clearly pick up. New building
permits are being granted to an
increasing extent, especially for
residential buildings. The deve-
lopment will be reflected in cons-
truction investments. We expect
construction investments to grow
by 2.0 % this year and growth to
accelerate by 4.1% next year. In
2023, the growth of construction
investments will slow down to 1%.
However, the volume of invest-
ments clearly exceeds the pre-
vious investment peak in 2018.
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The recovery of the employment situ- employment on the service and tourism
n e I I I p Oyl I I e n ation has been a positive surprise, and, sectors.

in our forecast, the unemployment rate

will improve this year to 7.6% and The rapid recovery of the labour mar-
further to 7.2% in the following year. ket has been conducive in supporting
On the labour marl'(Et, the develOpment has The decrease in unemployment has e;:olrllomlclgrowthhThelcon:jblned sa(ljaré/
T : - been widespread, but the latest uncer- ot all employees has aiready exceede
been SUfpflSlngly Ilver. In the previous tainties related to the delta variant and thfe| prf-pemdemlgdlevel at mor;tthr:y level,
: - : reflecting the rapid recovery of the
f r W X h nem | men the delay in opening up the economies
orecast, we € peCted the une ployme t have put strain particularly on the labour market.

rate to be 8.1% for 2021 and 7.4% for 2022.
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Private consumption
recovers from the
pandemic

The strong decrease in private consumption
IS one of the numerous economic effects of
the coronavirus pandemic.
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In official statistics, consumption is
divided into four sub-categories: ser-
vices, non-durable consumer goods,
semi-durable consumer goods and
durable consumer goods. Different
sub-categories behave in different
ways during a recession. We are
expecting a small recolil in our
forecast — the trend in which people
ceased to use services during corona
will turn into an increase in demand
for ser-vices and, at the same time,
the de-mand for durable consumer
goods will decrease as the amount of

money spent on home improvements
decreases.

The consumption of services
experienced the most significant
drop. This is natural because the
restric-tions made it impossible to
buy many of the services, such as
restaurant and accommodation
services. In addition to the
restrictions, the consumption of
services is also affected by the fear
of infection — although restaurants
are open, not all customer dare to eat
out due to the fear of getting infected.
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The demand for durable consumer
goods had a forceful recovery
following the easing of the worst
pandemic-related fears. The clear
increase in the amount of time spent
at home increased the sales of
household appliances, furniture and
various renovation equipment, for
example. We expect demand to
decrease in this category for two
reasons. Firstly, the purchases are
long-term and therefore they do not
need to be renewed often, and
secondly, dismantling restrictions and
returning to normal will decrease the
need for home renewals and edits.

In the goods sector, consumption of
non-durable consumer goods
increased during the pandemic. This
category includes, for example, food
of which the demand increased due
restaurant meals being replaced by
home cooked meals. In our forecast,
we therefore expect the demand for
this category to decrease moderately
as the economy opens up properly
and home cooked meals are
replaced by eating out. The
consumption of semi-durable
consumer goods was lacklustre. This
category includes, for example,
clothes.
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Aktia is a Finnish asset manager, bank and life
insurer that has been creating wealth and
wellbeing from one generation to the next for 200
years. We serve our customers in digital
channels everywhere and face-to-face in our
offices in the Helsinki, Turku, Tampere, Vaasa
and Oulu regions. Our award-winning asset
management business sells investment funds
internationally. We employ approximately 900
people around Finland. Aktia's assets under
management (AuM) on 30 June 2021 amounted
to EUR 15.6 billion, and the balance sheet total
was EUR 11.2 billion. Aktia's shares are listed on
Nasdag Helsinki Ltd (AKTIA). aktia.com.
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