Finland

In 2023, the Finnish economy faced several challenges. The year began cautiously, with a slight
growth in GDP by 0.2% from the previous quarter, but a 0.4% decrease compared to the previous
year. Investments in both private and public sectors decreased, particularly in transport,
machinery, and equipment. High inflation and rising interest rates eroded households'
purchasing power and consumer confidence. Despite these challenges, there were significant
investments in renewable energy, with wind power capacity increasing by 25% and solar
electricity production also seeing growth. However, overall, the Finnish GDP contracted by 1.0%
in 2023.

Household indebtedness remained a concern, with the indebtedness ratio falling to 123.4% by
the end of September due to both income growth and reduced borrowing. Households continued
to increase their assets, with a notable rise in equity savings accounts and fund investments.
However, the stock of household deposits decreased by over €3 billion in 2023.

The Finnish banking sector remained stable despite international financial market turbulence.
Finnish banks showed good profitability and capital positions, with non-performing loans and
loan losses among the lowest in Europe. The sector's liquidity improved, supported by high-
quality liquid reserves. Loans to households and housing corporations saw a slight decrease,
while loans to non-financial corporations remained relatively stable. The banking sector's profit
increased by about 39% from the previous year, driven by growth in net interest income. The
sector's return on equity (ROE) stood at 13.9%, and the cost/income ratio improved to 44.1%.
Finnish banks' capitaladequacy remained strong, with a common equity tier 1 (CET1) capital ratio
of 18.3%.

The Finnish banking sector is characterized by its concentration, with the three largest banks (OP
Financial Group, Nordea, and Danske Bank) holding significant market shares. The sector is also
closely interconnected with other Nordic countries through ownership and investments. Green
finance has become increasingly important, with banks playing a significant role in financing the
green transition.

Finnish banks have played a central role in economic stability during the pandemic and Russia's
war of aggression. Their strong capital positions and liquidity allowed them to offer flexibility in
loan payments and support the real economy. The banking sector's profitability and return on
equity are strong by European standards, but it faces ongoing challenges due to changing
operating environments and business requirements. Banks are also integrating sustainability into
their investment and credit processes, playing a significant role in financing the green transition.
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