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Estonia: the long-lasting recession continued in the second quarter   
Estonian GDP has contracted six quarters in a row in real terms 
 In Q2 2023, GDP dropped 3% y/y and 0.3% q/q (both swda) in real terms, according to the flash estimate of Statistics Estonia. 

 GDP contraction is receding gradually 

 

 Estonian economy has contracted six quarters in a row in quarter-
on-quarter and five quarters in year-on year comparison. At the same 
time, labour market is strong and wage growth is robust. 

 GDP contraction in Q2 was below our expectations. In April, we 
expected that GDP drops 0.8% this year. Based on the current data 
we are considering revising the 2023 GDP contraction down in the 
next Swedbank Economic Outlook that we will release later in 
August. However, Statistics Estonia will publish revised GDP at the 
end of August, and this can influence our economic forecast. 

 The fall of manufacturing output and retail trade volumes have 
intensified. Deflated export of goods is still far below the level we 
saw in the same period in 2022. The growth of the number of 
accommodated tourists slowed in the first two months of Q2 
compared to what we saw in Q1. 

 Economic sentiment continued to deteriorate in Q2. 

 Real wages are rising again, and we expect that households will start 
to increase their consumption volumes with a certain time lag. The 
receding contraction of VAT and excise tax receipts refers to the 
gradual improvement of economic activity. 
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Economic activity is still deteriorating, but we expect it to improve in 2H 

y/y %, real; export of goods 3 mma

Economic sentiment deteriorated further in Q2, mainly driven by the worsening 
confidence in industrial and construction sectors. The share of industrial sector 
enterprises who have responded that weak demand is limiting their production has 
surged to 74%. Industrial sector enterprises’ competitiveness position has dropped to the 
lowest level of more than 20 years. The improvement of consumer confidence as of 
autumn last year has stabilised this year and it shows even slight worsening again. 
Services’ and retail sectors’ confidence is trending downwards.  

 

Manufacturing output volume is contracting already since last June and retail volumes 
since last September. Excluding corona crisis in 2020, manufacturing output volume has 
dropped to the level of autumn 2018. Estonia has got especially strong blow from the 
weakening demand of construction and RE sectors in the Nordics. Consumer price (HICP) 
inflation slowed to 6.3% in July and real wages are growing again. We expect that this will 
start to expand consumption volume in a certain time lag, ie. later this year. Tax hikes as 
of 2024 are expected to have some minor boost to consumption and inflation at the end 
of this year, as well. 
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IMPORTANT INFORMATION 
This report (the “Report”) has been compiled by analyst(s) at Swedbank Macro Research, a unit within Swedbank Research that is part of 
Large Corporates & Institutions (“Swedbank Macro Research”). Swedbank Macro Research are responsible for preparing reports on 
economic developments in the global and domestic markets. Swedbank Macro Research consists of research departments in Sweden, 
Norway, Finland, Estonia, Latvia, and Lithuania.  

What our research is based on 
Swedbank Macro Research bases its research on a variety of aspects and analysis, for example, a fundamental assessment of the cyclical 
and structural economic, current or expected market sentiment, expected or actual changes in credit rating, and internal or external 
circumstances affecting the pricing of selected FX and fixed-income instruments.  

Recommendation structure 
Recommendations in FX and fixed-income instruments are done both in the cash market and in derivatives. Recommendations can be 
expressed in absolute terms, for example, attractive price, yield, or volatility levels. They can also be expressed in relative terms, for 
example, long positions versus short positions. Regarding the cash market, our recommendations include an entry level, and our 
recommendation updates include profit and often, but not necessarily, exit levels. Regarding recommendations in derivative instruments, 
our recommendations include suggested entry cost, strike level, and maturity. In FX, we will only use options as directional bets and 
volatility bets with the restriction that we will not sell options on a net basis, i.e., we will only recommend positions that have a fixed 
maximum loss. 

Analyst’s certification 
The analyst(s) responsible for the content of this report hereby confirm that notwithstanding the existence of any such potential conflicts 
of interest referred to herein, the views expressed in this Report accurately reflect their personal views about the financial instruments 
and/or capital markets covered. The analyst(s) further confirm not to have been, nor are or will be, receiving direct or indirect 
compensation in exchange for expressing any of the views or the specific recommendation contained in the report. 

Distribution & recipients 
This Report is distributed by Swedbank Macro Research within Swedbank AB (publ) (“Swedbank”). Swedbank is under the supervision of 
the Swedish Financial Supervisory Authority (Finansinspektionen). In no instance is this report altered by the distributor before distribution. 

In Finland this report is distributed by Swedbank’s branch in Helsinki, which is under the supervision of the Finnish Financial Supervisory 
Authority (Finanssivalvonta). 

In Norway this report is distributed by Swedbank’s branch in Oslo, which is under the supervision of the Financial Supervisory Authority of 
Norway (Finanstilsynet). 

In Estonia this report is distributed by Swedbank AS, which is under the supervision of the Estonian Financial Supervisory Authority 
(Finantsinspektsioon). 

In Lithuania this report is distributed by “Swedbank” AB, which is under the supervision of the Central Bank of the Republic of Lithuania 
(Lietuvos bankas).  

In Latvia this report is distributed by Swedbank AS, which is under the supervision of The Financial and Capital Market Commission 
(Finanšu un kapitala tirgus komisija). 

If you are not a client of ours, you are not entitled to this research report.  

This Report is not intended for physical or legal persons who are citizens of, or have domicile in, a country in which dissemination is not 
permitted according to applicable legislation or other decisions. 

This Report or any information in it is not for release, publication, or distribution, directly or indirectly, in or into the United States or any 
other jurisdiction in which such distribution would be unlawful or would require registration or other measures. 

In the United Kingdom this communication is for distribution only to and directed only at "relevant persons." This communication must not 
be acted on – or relied on – by persons who are not "relevant persons." Any investment or investment activity to which this document 
relates is available only to "relevant persons" and will be engaged in only with "relevant persons." By "relevant persons" we mean persons 
who:  

 Have professional experience in matters relating to investments falling within Article 19(5) of the Financial Promotions Order. 

 Are persons falling within Article 49(2)(a) to (d) of the Financial Promotion Order ("high net worth companies, unincorporated 
associations etc"). 

 Are persons to whom an invitation or inducement to engage in investment activity (within the meaning of section 21 of the 
Financial Services and Markets Act 2000) – in connection with the issue or sale of any securities – may otherwise lawfully 
be communicated or caused to be communicated. 

Limitation of liability 
All information, including statements of fact, contained in this Report has been obtained and compiled in good faith from 
sources believed to be reliable. However, no representation or warranty, express or implied, is made by Swedbank with respect 
to the completeness or accuracy of its contents, and it is not to be relied upon as authoritative and should not be taken in 
substitution for the exercise of reasoned, independent judgment by you. 

Be aware that investments in capital markets, such as those described in this Report, carry economic risks and that statements 
regarding future assessments comprise an element of uncertainty. You are responsible for such risks alone and Swedbank 
recommend that you supplement your decision-making with material which is assessed to be necessary, including (but not 
limited to) knowledge of the financial instruments in question and the prevailing requirements as regards trading in financial 
instruments. 

Opinions contained in this Report represent the analyst's present opinion only and may be subject to change. In the event that 
the analyst's opinion should change or a new analyst with a different opinion becomes responsible for Swedbank Macro 
Research’s coverage, Swedbank will endeavour (but do not undertake) to disseminate any such change, within the constraints 
of any regulations, applicable laws, internal procedures within Swedbank, or other circumstances. 

If you are in doubt as to the meaning of the recommendation structure used by Swedbank in its research, please refer to 
“Recommendation structure.” 

Swedbank is not advising or soliciting any action based upon this report. This report is not, and should not be construed as, an 
offer to sell or as a solicitation of an offer to buy any securities. 

To the extent permitted by applicable law, no liability whatsoever is accepted by Swedbank for any direct or consequential loss 
arising from the use of this report. 

Conflicts of interest 
In Swedbank Macro Research, internal guidelines are implemented in order to ensure the integrity and independence of the 
research analysts. For example: 

 Research reports are independent and based solely on publicly available information.  

 The analysts are not permitted, in general, to have any holdings or any positions (long or short, direct or via derivatives) in 
such financial instruments that they recommend in their investment analysis. 

 The remuneration of staff within the Swedbank Macro Research department may include discretionary awards based on 
the firm’s total earnings, which include investment banking income. However, no such staff shall receive remuneration 
based upon specific investment banking transactions. 

Planned updates 
An investment recommendation is normally updated twice a month. This material may not be reproduced without permission 
from Swedbank Research, a unit within LC&I.  

Producer 
Produced by Swedbank Macro Research. 
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