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Welcome to the Deloitte/SEB
CFO Survey spring 2013
We are excited to present the results of the new Deloitte/SEB CFO Survey 2013. The survey
combines two reports that have been conducted for years: the Deloitte CFO Survey and
SEB’s Nordic Outlook. From this spring onward, we incorporate aspects of SEB’s Nordic
Outlook into the Deloitte CFO Survey for Finland, creating an enhanced report.
The report uniquely combines perspectives from CFOs within large and midsized
companies in Finland with viewpoints from SEB’s Nordic Outlook, SEB research team’s
flagship report on key forecasts and global economic trends.
We hope that you find our analysis both stimulating and valuable. Please send us feedback
if you have any questions or suggestions for improvement.
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Partner
CFO Programme Leader
Deloitte

Mikko Mäkinen
Partner
Finance Transformation Leader
Deloitte

Sakari Järvelä
Head of Financial Strategy
Corporate Coverage
SEB

Jukka Honkaniemi
Head of Corporate Coverage
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Summary – Living with uncertainty
Uncertainty about the economic environment
has persistently overshadowed the European
economies, but the CFOs are not overly
concerned. However, Finnish companies are
walking on thin ice, as GDP is expected to remain
unchanged. Still, there are signs of more vigorous
actions for growth and profitability. While almost
one-fourth of surveyed CFOs would spend their
cash surpluses on reducing debt in the next six
months, 41% would focus on strategic investments in Finland and abroad. This is a signal to
be reckoned with.
Rising optimism and expectations for increased cash
flows will have little impact on the GDP growth – on a
short-term basis. Fortunately, companies have readjusted
their business models to better suit the stalled economy
in 2013. Recent macro data has led to downside
surprises. Finnish GDP growth turned negative again in
the fourth quarter of 2012. Both indicators and hard
data point towards a weak start in 2013. Two quarters
of negative growth caused the GDP to fall by 0.2% in
2012. We expect a zero growth in the second quarter
and only a weak recovery after that, and we are revising
our forecast downwards. We expect no change in the
GDP in 2013 compared to 2012 and a growth of 1.6%
in 2014.
Corporate tax decrease came at the right time.
The survey was conducted before the Finnish government announced its new plan on lowering corporate
taxes and making adjustments to taxes on dividends.
It seems that the decision of the Finnish government
came at the right time, as it could reinforce the development that is already in place. While business strategies
are mostly defensive, CFOs argue that their companies
are grasping at possibilities to significantly grow their
businesses organically and expansively. As attitudes of
financial institutions towards the companies are positive,
expectations for increased cash flows are high and
corporate bond issuing is ever more attractive, there is
no worry that Finnish companies would not be able to
finance their growth.
Employment will not directly follow the strategic
investments. Investments could lead to employment of
new talent, but the net employment rate is expected to
go down in Finland, as 18% of CFOs indicated that the
number of employees working for them in Finland will
decline. On the other hand, 12% of CFOs indicated that
the international employment rate is going to climb. This
is how Finnish companies are going to operate, at least
on a short term basis.
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Key points
•
•
•
•
•
•
•
•
•
•
•

Companies defend the baseline and grasp to new growth opportunities
Defensive strategies are finally working – balance sheet risks are decreasing
Defensive strategies encourage seeking for strategic growth opportunities
Raising capital with corporate bonds – issuing new shares draws little
attention
Bank credit is well available for Finnish companies – financial institutions’
general attitude is positive towards Finnish companies
Number of employees expected to decrease in Finland – grow globally
Weakening demand is the single biggest concern of Finnish companies
Majority of companies are likely to renegotiate their loan agreements
Finnish companies are no longer undervalued
Zero growth in 2013 – yet many growth opportunities ahead
Patience is required to see changes in unemployment

Finnish government has now encouraged the strategic
investments, but the public must acknowledge that the
investments do not translate into immediate growth in
GDP nor employment. As a matter of fact, our research
findings indicate that CFOs are investing in the most
productive areas – that require less manpower. We
believe that employment might follow, but it is not the
primary goal for majority of the companies. Growth in
employment rates will be in sight as we first witness a
turn for the better in the macroeconomic environment.
Deloitte and SEB feel that the rise of optimism
should not lead to unrealistically high expectations of fast changes in unemployment, as employment will incrementally improve after corporate taxation
is changed and investments have taken effect. Patience
is the key, no matter how politically flammable the
subject is.
High risk appetite despite fluctuating optimism.
For the past couple of years, Finland has either topped
or scored even with the UK’s results in terms of
optimism on financial prospects. The last survey (Deloitte
CFO Survey, fall 2012) was the first time Finland lost
the lead in this area. While the net optimism in Finland
has increased significantly by 34 percentage points,
UK has experienced the same level of growth leaving
Finland still behind. It is still too early to say if the
increase is going to become a trend. While optimism
fluctuates, one message is clear: Finnish companies
have an appetite for risk. They are looking to increase
their cash flows and expected to make strategic investments both in Finland and abroad, which was not the
case for instance in Sweden, where willingness to make
domestic investments was rather low.

How would you rate the general level of external financial and economic uncertainty facing your business?
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Manufacturing is a key industry driving uncertainty levels higher. The battle with weakening
demand and increased competition has also been
overshadowed by the strong euro. Finnish exporting
industries are not backed by an independent currency as
in the UK and Sweden. Manufacturing production fell
in both January and February, and exports were roughly
unchanged in current prices. Confidence in industry,
although better in February and March than during the
seven months before that, is weak and does not hint at
an imminent recovery. Weak growth and demand from
major export partners support a forecast of sluggish
growth in manufacturing production and exports in
2013. Also, CFOs are worried about demand. 85% of
respondents replied that demand is the largest concern
for them – far ahead of any other concern. Their
concern is grounded in solid evidence that GDP growth
will remain close to zero and consumption is showing
signs of weakening.
Stress levels remain high. In contrast to the
decreasing financial uncertainty in UK, where the
amount of CFOs evaluating the uncertainty above
normal levels has dropped from 90% (Q3/2012) to 77%,
the concerns over financial and economic uncertainty
remain high and virtually unchanged in Finland. This
means that the positive tone has not reached Finland
yet. For the past three quarters, a minimum of 80% of
respondents reported uncertainty to be above normal
levels.

5 = Below normal
level of uncertainty

has been significantly weaker since 2008. This is largely
connected to a sharp fall in production and exports
of information and communications technology (ICT)
products, and there are no-improvements expected. This
trend, together with a faster increase in unit labour cost,
has hurt productivity and competitiveness. All these
factors contribute to a weakening current account that
is now stuck in deficit. Due to deficit issues, companies
with international presence are strategically aligning
their business models with global demand and distribution structures. This is leading to a decrease in the
number of employees working for them in Finland while
the number of employees working for them abroad
increases. Although Finns are more eager to make
strategic investments in Finland, the investments will
take effect no sooner than 2014, playing little role in
employment development on a short-term basis.
Low interest rates encourage loan renegotiations
and corporate bond issuance. As financial risks on
balance sheets are indicated to fall, corporations have
more courage to enter loan renegotiations in the lowinterest-rate environment. In addition to low central
bank interest rates, interest rates on corporate bonds
have remained notably low for a long period of time,
and are below the European average. Corporations are
shifting focus from issuing shares to issuing syndicated
corporate bonds. This is not an option for smaller
companies, which is why they seem more negative in
the eyes of financial institutions.

Employment rates to decrease. In comparison to
Sweden's employment rates, Finland’s performance
7

Business confidence
Chart 1.
Compared to six months ago how do you feel about the financial prospects for your company?
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Fluctuation of business confidence continues. The fiscal
crisis of some euro area member states, combined with
the strong euro due to the thriving German economy,
generally creates an unpredictable business environment where good news can be immediately followed
by a stream of bad news. The strong euro is casting a
shadow over Finnish exports, while Sweden at the same
time is still capable of utilising its krona to favour their
industries.
Some industries are affected more than others. Results
exhibit a change in attitudes for instance in Finnish
banking and manufacturing industries, which both have
gone through an exhaustive restructuring within the
past few years. All in all, net optimism has climbed from
-34% to 2% due to better financial status of one-third
of the manufacturing companies.
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2012Q3

2013Q1

CFO viewpoints on the financial prospects of their
companies have risen for three consecutive quarters in
the UK. Traditionally, net optimism has been on similar
levels in Finland and the UK, but now Finland is trying to
catch up to the speed of the UK.

Chart 2.
Percentage of CFOs who rate the level of external financial and economic uncertainty facing their business
as above normal, high or very high
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Overall, uncertainty remains high (84%), but it is a good
sign that fewer believe that the uncertainty level is high
or very high. Numbers are similar to those we encountered just a year ago, when optimism was really picking
up before turning downward. Hopefully this spring will
not prove to be yet another one with a lot of promise
but no delivery.

2013Q1

More respondents believe that uncertainty is normalising. More than 50% of the CFOs believe that uncertainty is at least close to normal levels. In the Q3/2012
survey, overall uncertainty was higher (87%) and less
than half believed that it was even close to normal.
In the UK, the latest numbers are notably different.
Uncertainty has dropped from 90% in Q3/2012 to 77%
in Q1/2013.

Companies have had to
adapt to high levels of
uncertainty
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Prospects and concerns
Chart 3.
What are the greatest concerns for your company in 2013?
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Demand is the single greatest
concern for the CFOs in 2013. CFOs
have not determined whether their
expectations of higher revenues
will be realised due to unexpected
changes in demand.
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CFOs have an ambiguous relationship with demand. The majority of
respondents have indicated that
revenues of Finnish companies
are expected to increase, but on
the other hand they are highly
concerned with the sufficiency of
demand to fuel growth. 85% of
CFOs stressed that demand is their
number one concern.

Chart 4.
Assume a current cash surplus position. How would you prefer to use the money in the next 6 months?
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Strategic
investment
abroad

Strategic
investment
in Finland

Financial
investment
abroad

Blaming Finnish CFOs for being
conservative and defensive in the
current economic environment
would sound reasonable, but that
is not the case. Interestingly, Finnish
CFOs report a higher appetite for
risk. The 25%, who would prefer
most to use their surpluses to pay
down debt, is closely followed by
the preference to make strategic
investments in Finland (18%) and
abroad (23%).

Chart 5.
How do you expect operating cash flow in your company to change over the next 12 months?
38%
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As companies are struggling with
weak demand, CFOs are making
necessary adjustments to maintain
the level of operating cash flows.
They are looking to other sources
than revenue to secure the cash
flow, albeit more than half of the
respondents are expecting revenues
to increase slightly. Still, cutting
costs is the most popular strategy
to tackle concerns over unexpected
fluctuations of demand.
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Chart 6.
To what extent is each of the following business strategies likely to be a priority for your business over
the 12 months?
Reducing costs
Increasing of cashflow
Expanding organically
Introducing new products/
services or expanding into new markets
Reducing leverage
Expanding by acquisition
Disposing of assets
Increasing capital expenditure
Raising dividends or share buybacks
0%

20%

40%

Somewhat of a priority

Strong priority

CFOs are battling the faltering economy with defensive
strategies. The manufacturing industry, in particular, is
looking to increase cash flows (69%).
While CFOs in the Q3/2012 survey were almost
solely focusing on cost controlling and securing cash
flows, the Q1 2013 survey interestingly shows signs
of increased willingness to take some risks alongside
vigorous defensive strategies. The percentage of
respondents leaning towards product innovation,
market expansion and organic growth has almost
doubled from last fall.

60%

45%
40%
35%
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20%
15%
10%
5%
0%

Defensive
12

Not a priority

In particular, manufacturing (59%), media and telecommunications (60%) and medical care (67%) industries
are looking for opportunities to grow by expanding their
existing markets with new products.

50%

2012Q1

100%

Even expansion through acquisition is regarded as an
opportunity by one-quarter of respondents compared to
a low point last fall (only 9% saw it a priority). Still, it is
not as high of a priority as organic growth.

Chart 7.
Corporate priorities: Expansionary vs. defensive strategies
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Chart 8.
Expectations of the number of employees working for your company in the next 6 months
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Finland
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Harmonisation of organisational operative models
continues in accordance with global demand and
distribution structures. This change is highlighted by
the fact that none of the largest companies (more than
5,000 employees) expected to make any investments to
hire new employees in Finland. This finding supports the
popular notion that the Finnish labour market is fueled
by SMEs. However, 80% of the largest companies are
eager to make labour investments, albeit abroad.

32% of respondents assume that their workforce will
grow faster abroad, while 16% assume the workforce
will grow faster in Finland. Similarly, the number of
employees in Finland is expected to decrease rather than
increase. Areas with the biggest job cut plans in Finland
are the banking and manufacturing industries and the
public sector.
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Chart 9.
The number of employees working in Finland/Sweden for your company is, in the next 6
months, expected to:

60%

Half of respondents expect
employee levels to remain the same.
For the rest, most expect employee
levels to go down.
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Be unchanged

Decline

Finance
Chart 10.
How do you currently rate valuation of Finnish companies?
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29% of the CFOs in the survey think that the valuation
level of Finnish companies is somewhat undervalued.
The figure was significantly higher, around 60%, in
the past three quarterly surveys. The banking sector
unanimously responded that Finnish companies are not
undervalued. The increase in valuation levels has raised
some interest in issuing new shares among the CFOs in
the survey.

Chart 11.
Is now a good time for Finnish companies to perform a new share issue?
Generally, the interest to issue new
shares remains very low. Only 17%
believe that now is a good time to
issue new shares. The results are
consistent across industries.
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Chart 12.
Sum of CFO's perceiveing corporate bonds as an attractive source of external funding for Finnish companies

Attractiveness of corporate bond
issuance has increased systematically
from late 2011. Today, 72% of CFOs
believe that it is a good time to issue
corporate bonds.
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Chart 13.
The lending attitude of financial institutions toward your company is seen as
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2 = Favourable

3 = Average

4 = Not so
favourable

5 = Very
unfavourable

Generally, the availability of financing
and attitudes towards CFOs’
companies are perceived favorable.
55% of respondents evaluate the
attitudes above average. Still, not
every company enjoys the same
access to financing markets, causing
some of the respondents to return
negative values. The smaller the
company, the greater the deviation
in responses, and the larger amount
of respondents assessing attitudes
as not so favourable or very
unfavourable.

Chart 14.
How has the level of financial risk on your balance sheet changed over the last 12 months? (Financial risk
could include, for instance, levels of gearing, uncertainty about the valuation of assets, and interest rate
and exchange rate sensitivity.)
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De-risking of balance sheets has been ongoing for the
last 2 years. Combined with good access to lending this
creates a positive environment for strategic actions.

Chart 15.
Sum of the most likely to renogetiate loan agreement
60%

As attitudes of financial institutions
are considered favourable by more
than half of the CFOs, there is an
increased likeliness to renegotiate
loan agreements in good spirit. Low
interest rates (12 month euribor AT
approximately 0.5%) have increased
interest to reassess loan portfolios.
The amount of CFOs who are very
likely negotiate loan agreements has
rapidly increased from 6% to 27%.
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Chart 16.
Over the next 12 months how do you expect levels of corporate acquisitions and divestments in Finland to
change?
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Negative sentiment regarding M&A activity has likely reached a trough.
Expectations for M&A market activity to decrease are lower than any
other time the last two years. 58% expect the activity to increase within
the next 12 months.

M&A market activity
can only increase
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Macroeconomic context
Zero growth 2013 - SEB macro outlook for
Finland. The mood of slightly increasing optimism that
came from the survey is not yet reflected in macroeconomic variables. However, SEB’s baseline forecast at the
beginning of the year was slow but positive growth for
Finland, but the recent macro data has surprised on the
downside. This has led us to revise our growth forecast
downwards. Finnish GDP growth turned negative in
the fourth quarter of 2012, resulting in a GDP fall by
0.2% in full-year 2012. Now, both leading indicators
and hard data point towards a weak start in 2013. In
light of the current data, we expect zero growth in the
second quarter of 2013 and only a weak recovery after
that. SEB expects that GDP will be unchanged in 2013
compared to 2012, and will grow by 1.6% in 2014.
Manufacturing production fell in both January and
February, and exports were roughly unchanged in

current prices. Confidence in industry, although better
in February and March than during the seven months
before that, is weak and does not hint at an imminent
recovery. Weak growth and demand from major export
partners support a forecast of sluggish growth in manufacturing production and exports in 2013.
Compared to Sweden, Finland’s performance since
2008 has been much weaker and a catch-up is still far
away. This is largely connected to a sharp fall in production and exports of information and communications
technology (ICT) products, with no rebound expected.
This trend has hurt productivity and, together with a
faster increase in unit labour cost, hurt competitiveness.
Terms of trade have also been weak. All these factors
contribute to a weakening current account that is now
stuck in deficit.

Lack of export recovery part of weak GDP growth
Index 2008=100

Source: Macrobond

Leading indicators falling

Source: DG Ecfin
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Weak production and exports ahead

Source: DG Ecfin Statistics Finland

Labour market weakening, consumers getting
more worried. Capital spending fell in 2012 by 2.9%.
Capacity utilisation improved somewhat (surprisingly,
given production and export trends) in Q1 2013 but is
still at a low level. Weak sentiment in industry, uncertainty in the euro zone and sub-trend growth by major
trading partners will make companies put spending on
hold.
At the same time, lending to non-financial corporations increased by 7.8% in February and has increased
between 7-8% during the past year, which is an indication that investments are not falling. We expect
investments to stay unchanged in 2013.
Domestic demand was fairly resilient in 2012, though
not only investments but also consumption is
showing signs of weakness. Real income will rise,
but only slowly, dampened by rising unemployment and
a slowdown in wage and salary increases. Retail sales
are volatile but were roughly unchanged on average in
January and February. New car registrations are down
25% so far this year. Household consumption will add
a positive contribution to economic growth, but clearly
less than in 2010–2012.
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Unemployment has risen by almost 1 percentage point
since last summer and stood at 8.3% in February.
The increase is partly driven by growth in the labour
force, but employment is also falling at present.
Unemployment will continue to rise during 2013,
averaging 8.5%.
Inflation has fallen, buoying real income. In February,
inflation according to the Harmonised Index of
Consumer Prices (HICP) was 2.5%, down from 3.5% in
December 2012. Inflation will continue to fall slightly
this year, averaging 2.3% in 2013 and 2.1% in
2014.
Government finances are sound, but under pressure
from poorer economic performance in the short term
and from demographics in the longer term. Fiscal
policy is contractive, but the impact of government
efforts to improve the public budget balance is being
reduced by sub-par economic performance. The public
budget balance is expected to be -2% of GDP in 2013
and -1% in 2014, below the Maastricht limit of -3% of
GDP, but the deficit situation will have to be improved in
order to keep public finances on a sustainable footing.
General government debt will continue to increase until
2014, when it will reach 53% of GDP.

Capacity utilisation and capital spending

Source: Statistics Finland, OECD

Household consumption, income and confidence indicator

Source: Macrobond
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Rising unemployment and decreasing number of vacancies
Per cent, thousands

Source: Macrobond

Inflation is continuing to fall
Year-on-year percentage change

Source: Statistics Finland
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About the survey
This is the first-quarter edition survey of Chief Financial Officers and Groups Finance
Directors in Finland. The survey is published twice a year – soon after the first and
third quarter. It is the only survey that reflects CFO attitudes to operating environment,
valuation, risks, funding and expectations.
The survey is carried out as a web-based questionnaire. The first-quarter survey took place
between 26th of March and 16th of April. 63 CFOs participated, including a good mix of
privately held and publicly listed medium, large and multinational companies across industries. This quarter, manufacturing, retail and service industries were in the majority. More
than half of the companies have an annual turnover of more than 200 million euro. 25%
have an annual turnover more than 1.5 billion euro.
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