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Global and Finnish Economic Outlook [}

Divergence in the development of export markets
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The divergence in the economic development between geographic
areas and countries has continued over the past few months. In
Europe, economies are currently shrinking in Russia and Ukraine.
Italy, Switzerland, Austria, Greece and Finland are reporting zero or
modest growth. The countries with the fastest growth rates are the
UK, Spain, Sweden and Ireland.

More than 70 per cent of Finnish exports go to Europe. While
growth forecasts for Europe as a whole in 2015 have been slightly
brighter in the last few months, exports from Finland to Europe
have not yet to pick up. Russia in particular weakens the outlook:
exports from Finland to Russia have collapsed by 38 per cent in early
2015. Export of technology industry products from Finland to Russia
fell by 34 per cent from the previous year: Russia only accounted for
five per cent of total technology industry exports in early 2015.

The domestic market in Germany is burdened by low levels of
investments and, as a result, weak demand for investment goods.
Machinery represents the largest industrial sector in Germany and
is feeling the effect of this, reporting a seven per cent drop in new
domestic orders from February 2014 to February 2015. Orders from
abroad remained unchanged, however.

Slightly less than 10 per cent of Finnish exports go to North
America. Exports from Finland to the USA in early 2015 were up
15 per cent on the same time last year. Technology industry exports
increased by 21 per cent. Positive economic development continues
in the US, but the strengthening dollar is weighing on the growth
and profitability of the US export sector.

Almost 15 per cent of Finnish exports go to Asia. The figure is
down eight per cent from early 2014 to early 2015. Technology
industry exports have decreased by 11 per cent. The downward
trend in exports to Asia is mainly due to a slower growth rate in
China and an increase in the manufacturing operations of Finnish
companies’ factories in China.

In total, exports from Finland shrank by seven per cent in early
2015. Technology industry exports fell slightly. The weaker euro has
done little to help Finnish exports.

Goods Export from Finland by Target Area
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B Technology Industries in Finland

The number of new orders falls again

Despite personnel reductions, early 2015 sees up to 7,000 new recruitments

The turnover of companies in the technology industries in Finland
totalled EUR 66.1 billion in 2014. This represents a growth of some
two per cent from the previous year. In 2008, prior to the financial
crisis, the Finnish technology industry’s turnover was EUR 85.7 billion.

Technology industry companies received slightly decreased levels
of new orders between January and March. However, order books
have strengthened from the previous year, due in particular to the
previously received ship orders. Even so, order books did not quite
reach the level reported in December.

The slight improvement in calls for tenders in the industry in early
2015 speaks to the modest improvement of the market situation.
The companies that took part in the Federation of Finnish Technol-
ogy Industries’ survey of order books reported that the monetary
value of new orders between January and March was nine per cent
lower than in the corresponding period in 2014, and 14 per cent
lower than in the preceding quarter. Of the respondents, 55 per
cent said the number of new orders was down from October—
December, 40 per cent said it was up and five per cent said it had
remained stable.

Turnover of the Technology Industry in Finland
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At the end of March, the value of order books was up 15 per
cent from the corresponding period last year, but slightly below
the value reported at the end of December. Forty-nine per cent of
companies reported an increase in the level of order books from
December, while 41 per cent reported a drop and 10 per cent had
seen no change.

Judging from order trends in recent months, the turnover of
technology industry companies is expected to be slightly higher in
the spring of 2015 than in the corresponding period last year.

In 2014, the number of personnel employed by Finnish technology
industry companies decreased by more than three per cent, or almost
10,000 employees. On average, the industry employed 276,000 peo-
ple in 2014. At the end of March, the number of personnel came to
273,000, down by some 3,000 from the 2014 average. In 2008, the
industry employed a total of 326,000 people in Finland.

Despite the reductions, technology industry companies recruited
a total of 20,000 new employees last year. A total of 7,000 new
recruitments took place in January—March. Some companies were
increasing their personnel, while others were hiring new employees
due to retirements and employee turnover.

Personnel in the Technology Industry

Some 15 000 of employees affected by temporary or

part-time lay-offs 31.3.2015
350 000

330 000
310 000
290 000
270 000
250 000
230 000
210 000
190 000
170 000
150 000

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

B Personnel in Finland (31.3)

I Personnel in subsidiaries abroad

Source: Statistics Finland, The Federation of Finnish Technology Industries’ labour force survey

Value of New Orders in the Technology Industry* in Finland
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Electronics and Electrotechnical Industry in Finland e
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New orders down from 2014,
order books expand

The turnover of companies in the electronics and electrotechnical
industry (telecommunications equipment, electrical equipment and
medical technology) in Finland was EUR 14.9 billion in 2014. It fell
by some five per cent from 2013. In 2008, prior to the financial
crisis, the turnover of the Finnish electronics and electrotechnical
industry was EUR 30.4 billion.

The level of new orders in the industry between January and
March fell from the corresponding period last year. However, order
books were up in March from the level reported one year previously.

The electronics and electrotechnical industry companies that took
part in the Federation of Finnish Technology Industries’ survey of
order books reported that the monetary value of new orders in the
industry between January and March was eight per cent lower than
in the corresponding period last year, and 18 per cent lower than in
the preceding quarter.

At the end of March, the value of order books was up six per
cent from the corresponding period last year, but 11 per cent lower
than the value reported at the end of December.

Judging from order trends in recent months, the turnover of
electronics and electrotechnical industry companies is expected to
remain more or less at the same level in the spring of 2015 than in
the corresponding period last year.

The number of electronics and electrotechnical personnel in
Finland fell by almost 1,000 people, or two per cent, in 2014. On
average, the industry employed 42,300 people in 2014. At the end
of March, the number of personnel came to 42,000, slightly below
the 2014 average. In 2008, the industry employed a total of 60,900
people in Finland.

Value of Order Books in the Electronics and Electrotechnical

Industry in Finland
Million euros, at current prices
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@ Mechanical Engineering in Finland
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Value of New Orders in the Mechanical Engineering in
Finland

Million euros, at current prices
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Value of Order Books in the Mechanical Engineering in
Finland
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New orders drop again, order books
strengthened by ship orders

The turnover of mechanical engineering companies (machinery,
metal products and vehicles) in Finland was EUR 27.1 billion in
2014, remaining unchanged year-on-year. In 2008, prior to the
financial crisis, the Finnish mechanical engineering accumulated
a total turnover of EUR 33.3 billion.

The number of new orders received by mechanical engineering
companies waned between January and March. However, order
books were up significantly in March from the level reported one
year previously, and slightly up from December. The strengthening
of the order books since the summer of 2014 is mostly due to the
expanded order books of shipyards.

The mechanical engineering companies that took part in the
Federation of Finnish Technology Industries’ survey of order books
reported that the monetary value of new orders between January
and March was nine per cent lower than in the corresponding pe-
riod in 2014, and 10 per cent lower than in the preceding quarter.

At the end of March, the value of order books was 20 per cent
higher year-on-year, and three per cent higher than at the end of
December.

Judging from order trends in recent months, the turnover of
mechanical engineering companies in the spring of 2015 is expected
to be slightly higher than the corresponding period last year.

The number of mechanical engineering personnel in Finland
dropped by 6,500 people, or five per cent, last year. On average, the
industry employed 118,900 people in 2014. At the end of March,
the number of personnel came to 118,000, slightly less than the
2014 average. In 2008, the industry employed a total of 150,100
people in Finland.



Metals Industry in Finland

Production slightly down
but turnover growing

The turnover of metals industry companies (steel products, non-
ferrous metals, castings and metallic minerals) in Finland was EUR
9.1 billion in 2014, growing by some three per cent from 2013.
In 2007, prior to the financial crisis, the corresponding figure was
EUR 11.2 billion.

The total production of steel products, non-ferrous metals,
castings and metallic minerals in Finland increased by some four
per cent last year. Production between January and February 2015
was slightly lower than in the corresponding period in 2014, but
turnover grew.

Global steel production grew by just one per cent from 2013 to
2014. In January-March 2015, production was down by two per
cent from the corresponding period in 2014. Production in North

America fell by six per cent and in the EU and Asia by one per cent.

By far the largest production country, China, accounted for 50 per
cent of global steel production in March.
In 2014, the number of personnel employed by Finnish metals

industry companies decreased by three per cent, or 500 employees.

On average, the industry employed 15,300 people in 2014. At the
end of March, the number of personnel came to 15,000, slightly
less than the 2014 average. In 2008, the industry employed a total
of 18,100 people in Finland.

Copyright © Ruukki

Turnover of the Metals Industry in Finland
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New orders and order books
Million euros, at current prices above IaSt year,s |eve|

The turnover of consulting engineering companies (industrial,
social and construction expert services) in Finland was about EUR
5 billion in 2014. This is slightly higher than the previous year. In
2008, prior to the financial crisis, the industry’s turnover in Finland
was EUR 5.5 billion.

In the consulting engineering sector, both new orders and order
books were up from January—March last year. The number of new

0||||||||||||||||||||||”|||7|7|||||||||||||I|||

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 orders fell from the previous quarter, however. Typically for the sec-
B Domestic W Export M Combined tor, order volumes fluctuate strongly from one quarter to another.
Change:  1,2015/1,2014 1,2015/1,2014 The consulting engineering companies that took part in the
Export: -13 % -28 % . . . -
Domestic: +4 % 2% Federation of Finnish Technology Industries’ survey of order books
Combined: +2 % -14 % . .

Source_: The Feqeration of Finnish Technology Industries’ order book survey's respondent companies, reported that the monetary VaIUe Of new OrderS n the lndUStry

latest information January-March 2015 between January and March was two per cent higher than in the

corresponding period last year, but 14 per cent lower than in the
preceding quarter.

At the end of March, the value of order books was 12 per cent
higher than in the corresponding period last year, and two per cent
higher than at the end of December.

The turnover of consulting engineering companies in the spring
of 2015 is expected to exceed last year’s levels.

The number of personnel employed by the Finnish consulting
engineering industry in 2014 remained unchanged from 2013. On
average, the industry employed 46,000 people in 2014. At the end
of March, the number of personnel was slightly higher than the
2014 average. In 2008, the industry employed a total of 45,500
people in Finland.

Million euros, at current prices
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Information Technology in Finland e
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o ] ] Million euros, at current prices
The turnover of companies in the information technology sector

(IT services and software) in Finland totalled EUR 10 billion in
2014, growing some 20 per cent from 2013. This growth was
largely driven by the game industry. In 2008, prior to the financial
crisis, the Finnish information technology industry’s turnover was
EUR 6.7 billion.

New orders in the information technology (excluding game
industry) fell between January and March. Even so, the order books

were up from March last year. Nevertheless, there are major differ- L N T T T T A S
ences between individual companies. Typically for the sector, order 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
volumes also fluctuate strongly from one quarter to another. Change: 1,2015/1,2014  1,2015/1V,2014
. . . i Combined: -18 % -11%
The information technology companies that took part in the

. L. . *) Excl. game industry companies.
Federation of Finnish Tech nO|Ogy Industries’ su rvey of order books Source: The Federation of Finnish Technology Industries’ order book survey’s respondent companies,

latest information January-March 2015
reported that the monetary value of new orders between January

and March was 18 per cent lower than in the corresponding period . . .
in 2014, and 11 per cent lower than in the preceding quarter.

At the end of March, the value of order books was seven per Million euros, at current prices
cent higher than in the corresponding period last year, and similar to
the value reported at the end of December.

Judging from order trends in recent months, the turnover of
information technology companies is expected to be higher in the
spring of 2015 than in the corresponding period last year.

In 2014, the number of personnel employed by Finnish technol-
ogy industry companies decreased by three per cent, or 1,500 em-
ployees. On average, the industry employed 53,000 people in 2014.
At the end of March, the number of personnel came to 52,000,

0
slightly less than the 2014 average. In 2008, the industry employed 2007 2008 2009 2010 2011 2012 2013 2014 2015
a total of 51,700 people in Finland. Change: 31.3.2015/31.3.2014 31.3.2015/31.12.2014
Combined: +7 % 0%

*) Excl. game industry companies.

Source: The Federation of Finnish Technology Industries’ order book survey’s respondent companies,
latest information 31.3.2015
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PERSONNEL DEVELOPMENT

Fall in staff numbers in Finland and abroad in 2014

The number of Finnish technology industry staff employed by
foreign subsidiaries shrank by around five per cent in 2014. Staff
in Finland fell by more than three per cent. Finnish companies
employed a total of 549,000 people in 2014. Domestic operations
accounted for 276,000 jobs, while 273,000 people worked for
international subsidiaries.

Staff numbers in international subsidiaries fell in all sectors
except mechanical and consulting engineering, where personnel
numbers grew by around one per cent. Technology industry person-
nel shrank the most in emerging markets, on average by six per
cent. Personnel numbers in Western Europe fell by some four per
cent. In North America, staff numbers were down by two per cent.
Significant restructuring in a few companies also affected personnel
numbers in 2014.

As much as 65 per cent of all staff employed by the Finnish tech-
nology industry companies abroad are located in low-cost econo-
mies in emerging regions: Asia, Africa, the Middle East, Central and
Eastern Europe and Latin America. In 2014, the number of person-
nel in these areas fell by some 11,000 people. 2014 marks the third
consecutive year of falling staff numbers in emerging markets.

Personnel in the Technology Industry
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The largest concentrations of foreign subsidiaries in 2014,
measured by number of staff, are as follows: China (45,300), India
(28,300), the United States (22,100), Germany (18,700), Mexico
(15,600), Sweden (14,400), Brazil (13,400), Vietnam (10,200),
Poland (9,900) and the United Kingdom (7,200).

In Finland, technology industry companies decreased their staff
by around 9,500 people in 2014. Since 2008, the total number of
staff has dropped by 50,000.

According to the Federation of Finnish Technology Industries’
quarterly survey, the negative development of personnel num-
bers continued between January and March 2015. All in all, staff
numbers shrank by some 2.3 per cent from the average numbers in
2014. At the end of March, the industry employed 273,000 people
in Finland.

The structural changes over the last few years reflect intensifying
price competition. To maintain their competitiveness, companies
have shifted their production and services towards emerging mar-
kets and countries with low labour costs. More recently, mechani-
cal engineering companies in particular have grown in emerging
markets. This trend is expected to continue over the next few years.

Technology Industry Personnel in Subsidiaries Abroad
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In April 2015, the Federation of Finnish Technology Industries conduct-
ed a survey of the number of domestic and international staff employed
by its member companies at the end of 2014, by country. Member
companies of the Federation of Finnish Technology Industries account
for around 80 to 90 per cent of all technology companies operating in
Finland, measured by turnover.

Foreign subsidiaries are companies in which the Finland-based
parent company has a share of at least 50 per cent. The number of
international staff can change by way of company acquisition/divest-
ment, expansion/reduction of operations or increase/decrease in the
percentage of ownership.

The number of staff in Finland at the end of March 2015 was
investigated as part of the quarterly survey. Information on suspensions,
temporary employment and recruitment was gathered separately.



Electronics and Electrotechnical industry

Finnish electronics and electrotechnical industry companies em-
ployed a total of 156,000 people in 2014. About 114,000 employ-
ees worked in international subsidiaries and 42,000 in Finland. Staff
numbers abroad shrank by some nine per cent in 2014. In 2000,
63,000 employees were based in Finland and 55,000 in subsidiaries
abroad.

More than 80 per cent of all international staff employed by
Finnish electronics and electrotechnical industry companies are
located in the emerging market countries of Asia, Africa, the Middle
East, Central and Eastern Europe and Latin America. The number of
personnel in these regions grew by 66,000 over the last 14 years.
However, the number of personnel dropped by around 10,000 in
2014.

In Finland, electronics and electrotechnical industry companies
reduced their personnel by 1.5 per cent in the first quarter of 2015
from the 2014 average. At the end of March, the industry employed
42,000 people in total.

Personnel in the Electronics and Electrotechnical Industry
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PERSONNEL DEVELOPMENT

Mechanical Engineering

Finnish mechanical engineering companies employed a total of
238,000 people in 2014. Personnel numbers in Finland and abroad
were the same: slightly less than 119,000 employees. In the refer-
ence year 2000, staff numbers were 130,000 in Finland and 62,500
in foreign subsidiaries. In 2005-2008, international staff grew by
almost 50 per cent (35,000 new employees) due to investment
projects and corporate restructuring, but shrank by almost six per
cent in 2009. In 2010-2013, staff numbers in foreign subsidiaries
increased by 16 per cent. The growth trend continued in 2014, and
the number of international staff grew by one per cent. Personnel in
Finland shrank by around five per cent.

About half of all international staff employed by Finnish mechan-
ical engineering companies are located in the developed countries
of Western Europe and North America.

In Finland, mechanical engineering industry companies reduced
their personnel by about one per cent in the first quarter of 2015
from the 2014 average. At the end of March, the industry employed
some 118,000 people in total.

Personnel in the Mechanical engineering
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Subsidiaries Abroad

90000 [~ 7 T T T s
80000 [ ™77 7T T T T
LRVl Y T D
[0V R B D R IR
N N A B R R IR IR DR
40000 [ T TTTTRTTTTUTRTTTUN TR TN T TR T T T
E(ULVVVN R R T TN R R I I
20000 [ " RTTRR ’ "BITEIYEREEN RN Y
10 000

0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

I Western Europe
B North America
B Asia and Oceania

Central and Eastern Europe
I The Middle East and Africa
B Latin America

Source: The Federation of Finnish Technology Industries’ labour force survey

Mechanical Engineering Personnel in Subsidiaries Abroad
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PERSONNEL DEVELOPMENT

Metals Industry

Finnish metals industry companies employed a total of 35,000
people in 2014. About 20,000 employees worked in international
subsidiaries and 15,000 in Finland. In the reference year 2000, staff
numbers were slightly less than 18,000 in Finland and in excess of
12,000 abroad.

In 2014, the average reduction in staff numbers in Finland was
500 employees, or some three per cent. The number of internation-
al personnel shrank by around 16 per cent. Corporate restructuring
and other measures have caused strong fluctuations in international
employment in the past few years. More than 60 per cent of all
international staff employed by Finnish metals industry companies
are located in Western Europe and North America.

In Finland, metals industry companies reduced their personnel
by 2.4 per cent in the first quarter of 2015 from the 2014 average.
At the end of March, the industry employed some 15,000 people
in total.

Personnel in the Metals Industry
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Consulting Engineering

Finnish consulting engineering companies employed 52,000 people
in 2014. A total of 46,000 employees worked in Finland and 6,000
in international subsidiaries. In the reference year 2000, staff
numbers totalled 31,000 in Finland and slightly fewer than 3,000
abroad. Personnel numbers abroad remained close to the levels
reported in 2013.

In this industry, about half of the international staff employed
by Finnish companies are located in Western Europe, while slightly
less than half work in the emerging market countries.

In Finland, consulting engineering companies increased their
personnel slightly between January and March from the 2014
average. At the end of March, the industry employed 46,000 people
in total.
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Information Technology

Finnish information technology companies employed a total of
67,000 people in 2014. Some 53,000 employees worked in Finland
and 14,000 in international subsidiaries. In the reference year 2000,
staff numbers totalled 37,000 in Finland and 5,000 abroad. Staff
numbers abroad have declined for the past three years. In 2014,
international personnel numbers shrank by around seven per cent.

Some 40 per cent of all international staff employed by the
Finnish information technology companies are located in Western
Europe and around 27 per cent in Asia.

In Finland, information technology companies reduced their
personnel by 1.3 per cent in the first quarter of 2015 from the 2014
average. At the end of March, the industry employed approximately
52,000 people in total.
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ECONOMIC SITUATION AND OUTLOOK 2/2015
Information based on the situation on 5 May 2015.

Further information: Jukka Palokangas, Chief Economist, tel. +358 9 1923 358, +358 40 750 5469

Petteri Rautaporras, Economist, tel. +358 9 1923 357, +358 50 304 2220

Please visit the homepage of the Federation of Finnish Technology Industries for additional information on technology industry
turnover, exports, investments, personnel and the development of producer and metal prices: www.techind.fi.
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