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*In Q2, the State Treasury is planning to issue
a second new euro benchmark bond, likely in
10-year maturity

+ Auction calendar for Q2 has been published

« State Treasury has introduced ORI auctions to
facilitate auctioning off-the-run bonds in limited
amounts

+ 60 per cent of the annual long-term funding is
expected to be completed by the end of June

+ According to the latest forecast, the Finnish
economy will return to growth at the end of the
year following a mild and short recession, barring
new surprises.

REPUBLIC OF FINLAND CREDIT RATINGS:

Fitch Ratings: AA+ (stable outlook)
S&P Global Ratings: AA+ (stable outlook)
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OUTLOOK FOR THE FINNISH ECONOMY
AND PUBLIC FINANCES

According to the new economic forecast of the
Ministry of Finance, the Finnish economy will return to
growth at the end of 2023 following a mild recession.
Households have reduced their consumption as

a result of rapid inflation and rising interest rates.
Following economic growth of 2.1% last year, GDP is
expected to contract by 0.2% this year, but purchasing
power will begin to rise as inflation slows and salaries
and wages increase during 2023. The Finnish
economy is expected to grow 1.3% in 2024.

Employment growth has remained strong, and
employment is at a record-high level. However, the
declining economic situation is also reflected in the
labour market. The unemployment rate is estimated
to rise to 7% in 2023. Inflation is this year projected
to slow to an average of 5.5%. The improved global
outlook will help Finnish exports turn to growth in
2023, and the rate of growth will increase in 2024.
However, the current account is forecasted to show a
deficit in 2023.
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The general government budgetary position has
improved considerably, driven by the fast nominal
growth of the economy and increasing employment.
The deficit will begin to increase this year and is
expected to be 2.6% in relation to GDP in 2023,
according to the forecast of the Ministry of Finance.
The general government debt will stand at 74.4%

in the end of this year. The estimate for the central
government debt in 2023 is 54.5% in relation to GDP!’

LATEST ON FINLAND AND ESG: WORLD'S
HAPPIEST COUNTRY FOR 6TH YEAR
RUNNING

According to the World Happiness Report 2023 - a
global initiative of United Nations - Finland continues
to occupy the top spot with a score that is significantly
ahead of all other countries. WHR 2023 research
leverages six key factors to help explain variation in
self-reported levels of happiness across the world:
social support, income, health, freedom, generosity,
and absence of corruption.

Finland will hold parliamentary elections on 2
April 2023. Once a new government is formed

1 Ministry of Finance: Economic Survey, Spring 2023.


https://worldhappiness.report/
https://julkaisut.valtioneuvosto.fi/handle/10024/164778

SERIAL BOND (RFGB) AND TREASURY BILL (RFTB) AUCTIONS IN Q1/2023

INSTRUMENT AUCTION DATE MATURITY ISSUED AMOUNT (MEUR) ISSUE YIELD BID-TO-COVER
RFTE 10 Jan 2023 14 Aug 2023 1,000 2740 % 1.47
RFTE 10 Jan 2023 13 Nowv 2023 1,000 2.950 % 1.13
RFGB 17 Jan 2023 15 Apr 2027 632 2547 % 1.51
RFGB 17 Jan 2023 15 Sep 2032 752 2675% 2.m
RFTE 14 Feb 2023 14 Aug 2023 1,002 2930 % 1.7
-RFTB 14 Feb 2023 13 Nowv 2023 1,001 3.080 % 1.85
RFGB 9 Mar 2023 15 Sep 2025 0 3.263 % 6.3
RFGE 9 Mar 2023 15 Sep 2028 350 3.206 % 333
RFTE 14 Mar 2023 13 Nowv 2023 998 3.100 % 1.5
RFTE 14 Mar 2023 13 Feb 2024 985 3170 % 1.57
RFGE 21 Mar 2023 15 Sep 2028 1,000 2.688 % 212
RFGB 21 Mar 2023 15 Apr 2036 385 2972 % 1.79

and government programme published, the State
Treasury will update its ESG information site to reflect
any adjustments in climate, social, employment

and growth policies. Currently the consensus in
sustainability policy goals among parliamentary
parties is fairly broad.

REVIEW OF TREASURY OPERATIONS
BY THE STATE TREASURY, JANUARY TO
MARCH 2023

The first syndicated issue of the year on 26 January
was a new EUR 3 billion benchmark bond maturing on
15 April 2038. The 15-year tenor attracted an order
book of over EUR 11 billion, and over 90 investors
participated in the deal. The bond was priced 10 basis
points over the euro mid-swap curve with a re-offer
yield of 2.875%.

In Q1, the Republic of Finland conducted auctions of
serial bonds and euro-denominated Treasury bills.
The results of these auctions are summarised above.
These include an inaugural optional reverse inquiry
(ORI) serial bond auction conducted on 9 March.
The State Treasury has introduced ORI-auctions

to facilitate auctioning off-the-run bonds in limited
amounts to support their market liquidity.

In addition to auctions, the tap window for

Treasury bill issuance in EUR and USD-denominated
bills was open in January. Issuance volumes in were
EUR 2.1 billion and USD 850 mio. Average maturity for
EUR-denominated was 3.9 and for USD, 3.5 months.

NEAR-TERM OUTLOOK FOR THE PERIOD
OF APRIL TO JUNE 2023 AND BEYOND

According to the latest supplementary budget by the
government for the year, dated 2 February, the net
borrowing requirement is estimated at EUR 10.419
million, resulting in a gross borrowing amount of EUR

38.456 billion. Approximately EUR 19.5 billion of this
amount is expected to be covered with long-term debt,
and the rest (19.0 billion) with short-term debt.

In Q2, the State Treasury is planning to issue a second
new euro benchmark bond, which is likely to have a
10-year maturity. The long-term funding operations
are expected to include three euro benchmark bond
tap auctions during the quarter. The State Treasury
estimates to complete about 60 per cent of the above
annual long-term funding by the end of June.

The next bond auction is expected to take place on
18 April 2023. Further details and an updated auction
calendar are published on: Serial Bond Auctions. The
auction calendar for Q2 includes two ORI serial bond
auction dates.

As in previous years, bonds may be issued under the
EMTN programme to complement the funding in euro
benchmark bonds during the year, market conditions
permitting.

The next auction of euro-denominated Treasury bills
will take place on 11 April 2023. Further information
and an auction calendar are published on: Treasury bill
auctions.

In addition to Treasury bill auctions, an issuance
window may open during the second quarter of the
year. The timing is subject to the liquidity position and
refinancing needs of the central government.

The next Quarterly Review will be published on 30 June
2023.

Further information:
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