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Global and Finnish Economic Outlook

Weaker euro of limited benefit to Finnish exports

Overall, the global economy grew by slightly over three per cent in
2014. This growth abated somewhat towards the end of the year
due to a weaker outlook for Europe and many developing countries.
However, both industry and services continued to experience
positive development in the United States.
According to the global economic prospects compiled in January
2015, the global economy should grow slightly more quickly this
year. The International Monetary Fund (IMF) is expecting the world
economy to grow by 3.5 per cent in 2015. However, growth will
remain modest in comparison to the levels experienced in 2010 and
2011, and will be very unevenly distributed between different areas
and countries.
In the United States, the growth rate is expected to rise to up to
3.6 per cent. The USA’s share of global production is less than 20 per
cent, which is not enough to stimulate growth in Asia or Europe.
The plunge in the price of raw materials in the past year burdens
many developing countries the most, as they rely heavily on raw
material exports. Highly volatile exchange rates also erode the
attractiveness of investments in these countries.
Growth in China will continue to slow down in 2015. The
economy in Brazil will remain stagnant, which greatly affects
development in all of South and Central America. The projected
growth rate for South and Central America is only slightly over one
per cent. In Russia, the economy will contract considerably.
According to the IMF forecast published in January, Russia’s GDP is
expected to fall by three per cent. The recession in Russia may yet
prove very deep. Something similar occurred in late 1980’s and early
1990’s when Russia gradually slipped into a financial crisis.

The euro exchange rate trend has no essential effect
on exports
Some 70 to 75 per cent of Finnish exports go to Europe. Likewise,
other European countries rely heavily on the development of
demand in Europe. The forecasts published in January estimate that
Europe’s GDP will grow only by 1.3 per cent. The rate was slightly
lower than that in 2014.
Europe’s outlook is improved by the recovery in the US and the
downward pressure on the euro exchange rates. However, the
benefit of the weaker euro to European and Finnish exporters is

limited. Firstly, most trade within Europe is euro-denominated,
making currency rate developments rather irrelevant. Secondly,
European goods are exported to various currency areas, and trading
is affected by currency exchange rates that develop in very different
directions. Due to this, the nominal effective exchange rates of the
eurozone countries (weighted averages of bilateral euro exchange
rates against major trading partners of the euro area) are significantly less volatile than, for instance, the exchange rate between
the euro and the US dollar. According to the statistics of the
European Central Bank (ECB), the European effective exchange rate
has weakened by some four per cent in the past year, considering
exports to 40 countries. Nevertheless, a stronger dollar may provide
a significant boost to the competitiveness of individual companies.
Economic development in Europe is burdened by persistently
high unemployment, a highly indebted public sector and decline in
exports to Russia. The weakening growth outlooks of other developing countries also affect industrial exports in Europe and Finland.
In terms of investors, positive economic development continues
to be boosted in 2015 by the strong growth in the United States
and the monetary stimulus provided by the ECB. Both of these will
have a positive effect on the stock markets at least. However, their
effects on company-level investments will remain modest, due to
banks’ weak capital levels that prevent them from issuing more
credit to companies. The polarisation of financial markets has
continued further.

Upswing of company investments
required
In Finland, companies’ investments have contracted significantly
since 2008. This applies to both fixed and R&D investments. This is
another area where Finland has fallen far behind globally. Finland
has also failed to attract foreign investment. The ratio of foreign
direct investments as a share of GDP is considerably higher in countries such as Sweden, Poland and Estonia.
Company-level investments are vital for the future growth of our
economy. Increase in manufacturing capacity requires significantly
higher levels of investments to both production and R&D. This also
affects the attractiveness of Finland to foreign investors.
The profitability of companies in Finland has collapsed in the past
few years. This is a widespread trend in all sectors, including those
in the technology industry. On average, technology industry
companies’ net income amounted to only 0.9 per cent of their total
turnover in 2013. The average share was 7.3 per cent between
2000 and 2005, and 12 per cent between 2006 and 2007.
The profitability of the Federation of Finnish Technology
Industries’ member companies was 0.4 per cent on average in
2013, while the median came to 3.6 per cent. In 23 per cent of the
member companies, the result was profitable (net profit / turnover >
10 per cent), in 19 per cent satisfactory and in 32 per cent weak,
while 26 per cent were making a loss.
It is not realistic to expect companies with weak profitability to
increase their investments in Finland in the near future. The focus
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should be on profitable companies that are not in the red. These
can be encouraged to make investments quickly, in particular by
introducing changes in taxation.

A country’s tax code is an important factor when it
comes to investments
The International Tax Competitiveness Index (ITCI), published by
the Tax Foundation in the autumn of 2014, measures the degree to
which the OECD countries’ tax systems promote competitiveness
and neutrality. The ITCI displays which countries provide the best tax
environment for investment but also the best tax environment to
start and grow a business.
According to the index, Estonia has the most competitive tax
system in the OECD, while the French system is the least competitive. In addition to Estonia, countries such as New Zealand,
Switzerland, Sweden, Australia, Luxembourg, Netherlands, Slovakia,
Turkey and Slovenia placed higher than Finland.
What makes the comparison of tax codes increasingly important
is the fact that in the 2000s, countries ranking high in this comparison were also the ones recording the highest rates of investment growth. Estonia is in a class of its own when it comes to this
development, but Sweden is also faring well. Investments in Sweden
increased by 30 per cent between 2000 and 2013, while the respective figure in Finland was 5 per cent. The level of investments in
Estonia has grown by more than 100 per cent.
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Upswing of Investments Required in Finland

135
130
125
120
115
110
105
100
95
90
85
80

The Federation of Finnish Technology Industries and its entrepreneurship committee are very concerned about company-level investments, which in the technology industry alone fall up to one third,
or more than two billion euros, short of the level recorded in 2008.
In the current Finnish tax environment, companies and owners
have no real tax-based incentive for long-term investments in
Finland. The same applies to global enterprises.
A tax code should be transparent, simple, supportive, fair and
predictable. The main problems of the Finnish tax code are related
to its weak dynamics, double taxation of company profits and
change-of-generation taxation. The tax wedge hinders employment
and the creation of new jobs.
Bold changes are required in corporate taxation. It should be
based on a principle that a company’s profits are only taxed once.
At the same time, generation changes in business should be made
easier so that taxes are not paid on dividends. Tax paid on this
income has essentially weakened the investment power of new
entrepreneurs.
It is obvious that investments and exports cannot drive new
growth in Finland without changes to corporate and property
taxation. Finland needs a change that will have similar effects to
those of the ’avoir fiscal’, or imputation system of corporation tax,
introduced in the early 1990’s. Cosmetic changes in the tax code
will not provide the results we need.
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Average growth: +2.0%
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Changes in Corporate Taxation Can Boost Investments, in
Particular in Profitable Companies

Companies’ fixed investments
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Technology Industries in Finland

Growth in few sectors. Number of employees has dropped
but recruitments taking place.
The turnover of companies in the technology industries in Finland
totalled EUR 66.5 billion in 2014. This represents a growth of some
two per cent from the previous year. The growth was mainly driven
by the game, steel production and vehicle industries. In 2008, prior
to the financial crisis, the Finnish technology industry’s turnover was
EUR 85.7 billion.
Technology industry companies received slightly increased levels
of new orders between October and December 2014 from the
previous year. However, they did not quite reach the level recorded
in the previous quarter. Order books have strengthened, due in
particular to the ship orders received in the previous quarter.
The reduction in calls for tenders towards the end of the year
and the slight reduction in January indicate that the market situation remains uncertain.
The companies that took part in the Federation of Finnish Technology Industries’ survey of order books reported that the monetary
value of new orders between October and December was four per
cent higher than in the corresponding period in 2013, but 12 per
cent lower than in the preceding quarter. Of the respondents, 61
per cent said the number of new orders had increased since July-

Turnover of the Technology Industry in Finland
32
30
28
26
24
22
20
18
16
14
12
10
80
60
40
20
0

Personnel in the Technology Industry
Some 17 000 of employees affected by
temporary or part-time lay-offs 31.12.2014
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September, 33 per cent said it had decreased, while six per cent
reported that the number had remained stable.
At the end of December, the value of order books was up 16
per cent from the corresponding period last year, and slightly above
the value reported at the end of September. Forty-seven per cent
of companies reported an increase in the level of order books from
September, while 43 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
early 2015 than in the corresponding period last year.
In 2014, the number of personnel employed by Finnish technology industry companies decreased by three per cent, or almost
10,000 employees. On average, the industry employed 276,000
people in 2014. Personnel numbers continued to shrink towards the
end of the year. 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. Some companies were
increasing their personnel, while others were hiring new employees
due to retirements and employee turnover.

Combined
*) Excluding metals industry
and game industry
companies.

Source: The Federation of Finnish Technology Industries’ order book survey’s respondent companies,
latest information October-December 2014
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Electronics and Electrotechnical Industry in Finland

Downward trend for orders and
turnover reaches its lowest point
The turnover of companies in the electronics and electrotechnical
industry (telecommunications equipment, electrical equipment and
medical technology) in Finland was EUR 15.1 billion in 2014. It fell
by some four 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 electronics and electrotechnical
industry between October and December fell from the corresponding period last year. The level of order books remained relatively
unchanged. Considering the seasonal fluctuations, the downward
trend has now reached its lowest point in orders and turnover.
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
between October and December was 10 per cent lower than in the
corresponding period of 2013, and nine per cent lower than in the
preceding quarter.
At the end of December, the value of order books was slightly
down from the corresponding period last year and from the end of
September.
Judging from order trends in recent months, the turnover of
electronics and electrotechnical industry companies is expected to
remain at the same level in early 2015 than in the corresponding
period last year.
The number of electronics and electrotechnical industry 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. Personnel numbers continued to shrink towards the end of the year. In
2008, the industry employed a total of 60,900 people in Finland.
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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

Value of New Orders in the Mechanical Engineering in
Finland
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Order books expand, largely due to
ship orders at the end of summer
The turnover of mechanical engineering companies (machinery,
metal products and vehicles) in Finland was EUR 27.2 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.
Both new orders and order books reached higher levels between
October and December than in the corresponding period year
earlier. However, new orders did not quite reach the level recorded
in the previous quarter. Order books have strengthened in particular
due to the ship orders received in the previous quarter. Nevertheless,
there are major differences between individual companies.
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 October
and December was 24 per cent higher than in the corresponding
period in 2013, but 20 per cent lower than in the preceding quarter.
At the end of December, the value of order books was 28 per
cent higher than in the corresponding period year earlier, and
slightly above the value reported at the end of September.
Judging from order trends in recent months, the turnover of
mechanical engineering companies in early 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. Personnel numbers
continued to shrink towards the end of the year. In 2008, the industry employed a total of 150,100 people in Finland.
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Metals Industry in Finland

Increase in production volumes and
turnover
The turnover of metals industry companies (steel products, nonferrous metals, castings and metallic minerals) in Finland was EUR
9.2 billion in 2014, growing by some four 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. Of the individual categories, the production of steel
products, castings, and metallic ores increased, while the production
of non-ferrous metals remained at 2013 level.
Global steel production grew by just one per cent from 2013.
Steel production in the EU and North America grew by two per
cent. The growth in Asia amounted to slightly over one per cent.
The capacity utilisation rate in the steel industry is currently at its
lowest level for the past eighteen months. By far the largest production country, China, accounted for 51 per cent of global steel
production in December.
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. Personnel numbers continued to shrink towards the end of the year. In
2008, the industry employed a total of 18,100 people in Finland.
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Consulting Engineering in Finland

Value of New Orders in the Consulting Engineering in
Finland
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New orders and order books pick up

Million euros, at current prices
Combined

The turnover of consulting engineering companies (industrial, social
and construction expert services) in Finland was EUR 5 billion in
2014. This is slightly lower from 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 grew between October and December. Typically for the sector, order volumes fluctuate strongly from one quarter to another.
The consulting 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 October
and December was 21 per cent higher than in the corresponding period in 2013 and 62 per cent higher than in the preceding
quarter.
At the end of December, the value of order books was 18 per
cent higher from the corresponding period year earlier, and seven
per cent higher than at the end of September.
The turnover of consulting engineering companies in early 2015
is expected to exceed last year’s levels.
The number of personnel employed by the Finnish consulting
engineering remained unchanged from year 2013. On average, the
industry employed 46,300 people in 2014. In 2008, the industry
employed a total of 45,500 people in Finland.
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latest information 31.12.2014
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Information Technology in Finland

Positive development in orders
continues
The turnover of companies in the information technology (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 turnover was EUR 6.7 billion.
The positive trend in new orders and order books continued
between October and December. Nevertheless, there are major differences between individual companies.
The information technology companies that took part in the
Federation of Finnish Technology Industries’ survey of order books
reported that the monetary value of new orders between October
and December was two per cent lower than in the corresponding period in 2013, but nine per cent higher than in the preceding
quarter.
At the end of December, the value of order books was 13 per
cent higher than in the corresponding period in 2013, and three per
cent higher than at the end of September.
Judging from order trends in recent months, the turnover of
information technology companies is expected to be higher in early
2015 than in the corresponding period last year.
In 2014, the number of personnel employed by Finnish information technology companies decreased by three per cent, or 1,500
employees. On average, the industry employed 53,000 people in
2014. In 2008, the industry employed a total of 51,700 people in
Finland.
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ECONOMIC SITUATION AND OUTLOOK 1/2015
Information based on the situation on 3 February 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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