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Strong outcomes in 2021 

Finland’s economy recovered strongly in 2021, 
with GDP growth reaching 3.5% and exceeding 
the pre-pandemic level already in the second 
quarter of 2021. Robust growth was driven by 
domestic demand, especially including private 
consumption. The removal of some COVID-19 
related restrictions, strong wage growth, 
accumulated savings and increasing 
employment were the main factors supporting 
the rebound in consumption. After a two-year 
contraction, investment also grew, especially in 
the last quarter of 2021. However, the 
contribution of net exports to growth was 
slightly negative due to a more dynamic 
recovery in imports.  

A mixed picture ahead 

The positive economic momentum continued 
into early 2022, with sentiment indicators 
pointing to improved expectations across the 
board. This changed notably with the onset of 
Russia’s war of aggression against Ukraine in 
February. International sanctions imposed on 
Russia and retaliation measures adopted by 
Russia have translated into a immediate and 
significant drop in trade between Finland and 
Russia that is set to weigh on export growth in 
2022. In 2023, however, a re-orientation of 
exports to other markets should allow for the 
contribution of net exports to growth to turn 
positive. 

At the same time, elevated inflation and 
increased geopolitical tensions are set to take 
their toll on private consumption. Accumulated 
savings and recovering demand for services are 
expected to partially offset this negative 
impact. Together with the projected 
deceleration in wage growth, private 
consumption is forecast to grow by 2.1% in 
2022 and 1.7% in 2023. Public consumption 
growth is set to follow a similar path in 2022 

and then contract in 2023 as some temporary 
government expenditure measures expire. 

Due to high uncertainty, private investment is 
forecast to decelerate in 2022 before picking 
up the year after. Public investment plans, 
which are partly financed by the RRF, will also 
support investment growth over the forecast 
horizon. Overall, GDP is projected to grow at 
1.6% and 1.7% in 2022 and 2023, respectively. 
Finland’s historically close trade relations with 
Russia could be deemed a source of risk to the 
current economic outlook as businesses might 
struggle to adapt to the new geopolitical 
circumstances. 

     

Tightening labour market and high inflation  

In 2021, employment grew by 2% and 
exceeded its pre-pandemic level. In February 
2022, the unemployment rate was 
approximately 1 pp. lower compared to a year 
ago. At the same time, the number of vacancies 
increased considerably, and companies 
increasingly report difficulties to find skilled 
staff. Consequently, the unemployment rate is 
projected to decline further over the forecast 
horizon, though not as fast as expected before 
due to the negative economic consequences 
stemming from the war. 
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Finland’s economy rebounded strongly in 2021. However, Russia’s war of aggression against 
Ukraine and its immediate and wider consequences are set to take their toll on Finnish exports 
and weigh on private consumption and investment this year, driving GDP growth down to 1.6% in 
2022 and 1.7% in 2023. Inflation is forecast to accelerate to 4.5% in 2022, exerting pressure on 
household purchasing power. The general government deficit is projected to reach 2.2% of GDP in 
2022 and 1.7% in 2023.  
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HICP inflation accelerated in the last quarter of 
2021 due to a spike in energy prices. This is 
expected to continue in the first half of 2022, 
also due to rising food prices, lifting inflation to 
4.5% in 2022 as a whole. The assumed decline 
in energy prices is projected to result in a 
deceleration of the rate of inflation later this 
year and also in 2023. Core inflation is 
projected to be driven by increases in prices of 
processed food and services. 

General government deficit to slightly 
decrease 

In 2021, the general government deficit 
declined thanks to strong revenue collection 
and gradual withdrawal of stimulus measures. 
In 2022, the measures taken by the Finnish 
government to counter the impact of the 
COVID-19 pandemic are set to amount to 0.2% 
of GDP compared to 1.7% in 2021. 

Against the backdrop of Russia’s war of 
aggression against Ukraine, the Finnish 
government has announced additional spending 
on defence of 0.3% of GDP in 2022 and 0.1% 
in 2023. The general government deficit is also 
set to be affected by the costs of dealing with  

the ongoing humanitarian crisis, which are 
projected at around 0.1% of GDP in 2022 and 
0.2% in 2023. In addition, the fiscal forecast 
takes into account measures amounting to 
approximately 0.1% of GDP to mitigate the 
economic and social impact of high energy 
prices. 

The forecast also incorporates expenditures, 
including investment, financed by RRF grants 
amounting to approximately 0.2% of GDP in 
2022 and 2023. Public investment is projected 
to remain high in both 2022 and 2023. Overall, 
despite a bleaker economic outlook and 
additional expenditure measures, the general 
government deficit is forecast to slightly 
decrease to 2.2% of GDP in 2022, and 1.7% in 
2023.  

After a decline in 2021, the general 
government public debt-to-GDP ratio is 
expected to increase from 65.8% to 65.9% in 
2022 and 66.6% in 2023. 

 

 

     
 
 

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

252.9 100.0 1.3 1.1 1.2 -2.3 3.5 1.6 1.7

127.8 50.5 1.9 1.7 0.7 -4.1 3.1 2.1 1.7

60.9 24.1 1.0 2.0 2.0 0.4 3.2 1.6 -0.8

59.1 23.4 1.2 3.6 -1.5 -0.3 1.2 2.1 3.0

98.5 38.9 2.5 1.5 6.7 -7.5 4.7 2.1 4.3

97.9 38.7 3.4 5.7 2.4 -6.6 5.3 2.9 3.7

257.2 101.7 1.3 1.5 1.3 -1.1 3.5 1.4 1.6

1.5 2.2 0.5 -2.1 2.7 1.9 1.4

0.1 0.5 -0.9 0.1 0.8 0.0 0.0

-0.2 -1.6 1.6 -0.3 -0.2 -0.3 0.3

0.6 2.5 1.8 -1.9 2.0 1.0 0.4

Unemployment rate (a) 8.4 7.5 6.8 7.7 7.7 7.2 6.9

2.2 1.3 1.2 0.4 4.4 3.3 3.0

1.4 2.6 1.9 0.8 3.0 2.7 1.7

7.8 7.2 8.5 12.7 9.2 7.1 7.0

1.5 2.0 1.5 1.6 2.7 3.8 2.3

1.6 1.2 1.1 0.4 2.1 4.5 2.3

-0.7 0.8 -0.6 1.8 0.5 -1.0 -0.2

4.6 0.1 1.0 1.3 1.2 0.6 0.8

1.6 -1.8 -0.3 0.7 0.7 0.2 0.4

0.4 -0.9 -0.9 -5.5 -2.6 -2.2 -1.7

-1.0 -1.0 -1.2 -3.7 -2.0 -1.7 -1.4

47.8 59.8 59.6 69.0 65.8 65.9 66.6

Private Consumption

Table II.19.1:

Main features of country forecast - FINLAND

2021 Annual percentage change

GDP

Public Consumption

Gross fixed capital formation

Exports (goods and services)

Imports (goods and services)

GNI (GDP deflator)

Employment

Contribution to GDP growth:

Compensation of employees / head

Unit labour costs whole economy

Saving rate of households (b)

Domestic demand

Inventories

Net exports

GDP deflator

Harmonised index of consumer prices

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.

Note : Contributions to GDP growth may not add up due to statistical discrepancies.

Terms of trade goods

Trade balance (goods) (c)

Current-account balance (c)

General government balance (c)

Structural budget balance (d)




