
2.3. ESTONIA  

Real GDP is forecast to have rebounded by 7.5% in 2021, after a mild contraction in 2020. Private consumption 

benefitted from the relatively fast employment recovery, the COVID-19-related government support and the 

early withdrawal of second-pillar pension savings. Public spending on wages and intermediate consumption also 

contributed positively. Investment rose significantly, mainly driven by a single large foreign direct investment in 

intangibles, which correspondingly increased the import of services. As a result, external demand acted as a drag 

on GDP growth.  

Output growth slowed down in the third quarter of 2021 and is expected to bottom out in the first quarter of 

2022. Lingering uncertainty on the evolution of the pandemic, protracted shortages in the supply of some 

durable goods, and elevated energy prices are set to weigh on consumption and investment decisions in the first 

half of 2022, starting to ease later in the year. GDP growth is thus expected to accelerate somewhat in the 

second part of the year and reach 3.1% in 2022 as a whole, driven mainly by private consumption and net 

exports. Investment is set to wind down after two years of double digit increases, but to still provide a positive 

contribution. Real GDP is forecast to rise by 4.0% in 2023, mostly thanks to domestic demand. 

Consumer price inflation reached a decade-long peak in 2021 at 4.5%, with a very sharp acceleration in the last 

quarter of the year due to the flare-up of energy prices. HICP inflation is forecast to remain high in the first half 

of 2022, despite some government measures to cap gas and electricity retail prices, before subsiding gradually to 

around 2% by the end of 2023. Thanks to Estonia’s flexible price-setting system, the higher energy prices 

quickly passed through to the rest of the economy, but are expected to go into reverse as soon as oil and gas 

prices start receding. However, wage rises that were secured in recent months and wage contract renewals 

coming due in 2022 are bound to reflect the price increases, with persistent effects on core inflation throughout 

the forecast horizon.  
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Graph 2.3: Estonia - Real GDP growth and contributions

Net exports Investment

Private consumption Public consumption

Changes in inventories Real GDP (y-o-y%)

forecast
pps. 


