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Topics of the presentation

* Euro area’s economic and inflation outlook
* Trade between Finland and Germany
» Future prospects: where to find new opportunities for trade?
- Green transition
« Economic growth can only be sustained by a strong banking sector
» Completion of the EU’s capital markets union is an important aim
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Finland and Germany close together in a fragmented
world

* World being shaped by great challenges, technological change
and geopolitical stress

1. Climate change and the green transition

2. Ongoing digitalization and Al-related distortions

3. Russia’s war in Ukraine and tensions in the Middle East
4. China dependency

e ... Amid painful withdrawal from Russian fossil energy
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Euro area’s economic growth is expected to remain
subdued in the near term
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Euro area inflation is on the right track
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Trade: Germany still ranked number 1 in 2022 among
destinations for Finland’s goods exports (according to
Finnish Customs)

= China

1800 000 000

1600 000 000

1400 000 000

1200 000 000

1,000 000 000
800 000 000
600 000 000
400 000 000 M A \ "‘
S
/ NA&M\ SN
200 000 000

e Germany e=mNetherlands e Russia

Sweden

German

— S

TN

12 000
10 000

8 000

wedem

vus

etheifa

HHHHHHHHHHHHHHHHHHHHHHHHHHHHHH
OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm
HHHHHHHHHHHHHHHHHHHHHHHHHHHHHHHH
OOOOOOOOOOOOOOOOOOOOOOOOOOOOOOOO
NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN

Data source:
Finnish Customs

30.1.2024 | Julkinen | SP/FIVA-EI RAJOITETTU

——United States

EUR million, four-quarter moving total

Sweden

—Germany

—Ru

ssia

—China

——Netherlands

Sv{:eden

—

—G

U
etherlar

rman

AN

—
— e
nds N
201% 201é 201é 2026 2021‘ 2022 2022;:

Source: Statistics Finland. Third quarter of 2023 according to flash estimate.

19.12.2023
© Bank of Finland
39978@Vienti_4QE

Data source:
Statistics Finland

b

M3

SUOMEN PANKKI

EEEEEEEEEEEEEEE

FINLANDS BANK

EEEEEEEEEEEE



Finland’s goods imports from Germany have grown (faster

growth than in goods exports to Germany)
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Finland’s service imports from Germany are on an
upward trajectory

EUR million, four-quarter moving total
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Opportunities for improving trade between Finland and
Germany

1. Macro level: improving the EU single market
2. Trends: energy and the green transition
- Finland has a lot of renewable energy, and Germany has an
almost infinite need for it

* One solution for challenges such as uneven production of green energy:
hydrogen

- Germany has a very ambitious hydrogen strategy
3. Micro level: batteries, whose production has already been increased
iIn Germany

 Besides these trends in the real economy, financing the green transition
and securing a strong banking sector are also important
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Financing for the green transition should come from
private sources

 To a large extent, the green transition is an energy transition
« Carbon-free energy is capital intensive and requires heavy investment

» Advancing the EU capital markets union and the EU taxonomy will
encourage private investment in the green transition

* Integrated capital markets and regulation will increase financing
and alleviate risks of greenwashing
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Strong banking sector essential for supply of credit to
European corporate sector

* The banking sector has

remalned reS”lent th rough the 'zrgt(.)a;_(;a(\)pziga/:lratio and Tier 1 capital ratio of euro area banks,
Cha”enges Of recent years —Total capital ratio Tier 1 capital ratio
ol =
. . 16 _,//
* Banking regulation has evolved . LT
substantially since the global o =T
financial crisis ;

° F|nal|z|ng the European banklng 2(;(:7urce: Ezcosg 2011 2013 2015 2017 2019 20232410@%'%2“(35;
union should be a priority
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Conclusions

 Finland and Germany are both open economies that are closely tied
through trade as well as via economic and political institutions

 The German and Finnish banking sectors are governed by the same
regulation, which provides opportunities for further integration

* There are prospects for enhancing trade between Finland and Germany
- the green transition, in particular, provides a great opportunity
for increasing trade between Finland and Germany

« Strong banks and completion of the EU’s banking and capital markets
union would help in reaping the benefits from new opportunities
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