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Baltic CFO Outlook is based on a survey 
conducted by SEB: 

• 190 largest Baltic companies participated 

• Respondents – CFOs of the companies 

• Hot topics: unlocking potential, labour costs,       
    digitalisation  

• Macroeconomic situation has improved during the last 
12 months in the Baltic States and projections for the 
development next year remain rather positive. Similar fa-
vourable tendencies were visible in this year’s CFO survey 
responses, too.

• There was an apparent improvement in how CFOs of Lat-
vian businesses assess the current financial position and 
the expected changes in business conditions in the next 
12 months. Whereas CFOs of Estonian companies became 
slightly more cautious, and the sentiments of CFOs of Lithu-
anian enterprises remained almost unchanged. 

• Concern of increasing labour costs surpassed the issue 
of the demand shortage and now stands as the greatest 
problem for the Baltic companies. The fear of recovering 
commodities prices became a more common concern for 
the Baltic entities, too.

• Increasing efficiency of their current staff is named as 
the main means the companies expect to cope with surging 
labour costs. Investments into technologies and machinery 
are also significant instruments the Baltic companies see 
for addressing labour costs issue. There are quite a lot 
of Estonian companies which are determined to accept a 
lower profit margin next year, while Lithuanian and Latvian 
companies see more potential in cutting other costs.

• Companies still prefer spending surplus cash for strate-
gic investments in local markets indicating that concen-
tration in certain sectors will continue in the Baltic States. 
Only Lithuania has a considerable number of companies 
that are contemplating strategic investments abroad. The 
pay-out of dividends remains a popular alternative for the 
companies among all countries.

• Bank borrowing is the most attractive funding alterna-
tive for Lithuanian companies, while Latvian and Estonian 
companies have a more neutral attitude. Corporate bonds 
and equity is an attractive alternative just for one out of 
five Baltic companies. 

• 9 of 10 surveyed CFOs of Baltic companies claim that 
digitalization is of medium or high priority in their compa-
ny’s strategic agenda. 

Executive 
Summary
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This year, the economic situation has improved in all three 
Baltic countries, and growth of their economies has so far 
been above all projections. Favourable conditions in export 
markets and recovered investments were the main causes 
for accelerated growth. Better current and projected eco-
nomic environment is reflected in the favourable assess-
ments of the respondents regarding the next year. 

Assessment of business conditions for 
the company in the next 12 months

Assessment of the overall financial 
position of the company

13% 15% 16% 17%

59%
46%

40% 38%

21%
33%

42% 40%

Sep-14 Sep-15 Sep-16 Sep-17

Estonia

Very favourable

Favourable

Average

Not so favourable

Very
unfavourable

11%
16% 13%

6%

45% 38% 42%

31%

42% 43% 40%

53%

Sep-14 Sep-15 Sep-16 Sep-17

Latvia

11%
8% 10% 10%

32%
35% 35% 35%

49% 55% 52% 48%

Sep-14 Sep-15 Sep-16 Sep-17

Lithuania

A significant increase in the optimism regarding business 
conditions in 2018 among the CFOs from Latvian compa-
nies was the major surprise this year. Last year, the CFOs 
of Latvian enterprises were the most depressive, and this 
year a turnaround took place. Acceleration of Latvia’s 
economy growth which is forecasted to be the stron-
gest in 2018 among the Baltic countries, more positive 

sentiment in the eastern markets and upcoming favour-
able changes in corporate income tax system might have 
been the underlying reasons for an improvement in the 
assessments. The most cautious, this-year survey shows, 
were CFOs from Estonian companies. However, the share 
of those CFOs who assessed the business conditions as 
favourable remained historically high.

23%
11%

23% 19%

65%
75%

58%
56%

10% 12% 16% 22%

Sep-14 Sep-15 Sep-16 Sep-17

Lithuania

29% 25% 21% 23%

53% 60% 58% 64%

11% 6% 9% 11%

Sep-14 Sep-15 Sep-16 Sep-17

Latvia

27% 30% 28% 40%

55% 57%
56% 38%

9% 7% 12%
21%

Sep-14 Sep-15 Sep-16 Sep-17

Estonia

Very favourable

Favourable

Average

Not so favourable

Very unfavourable

According to the results of the survey, Lithuanian com-
panies keep on having the soundest financial position as 
78 per cent of the respondents assessed the financial 
situation as favourable or very favourable. There was an 
improvement in the financial conditions of Latvian com-
panies which benefited from the recovery of economic 
growth this year, and 75 per cent of the respondents 
claimed that the financial position of the company is 

favourable or very favourable. Fewer CFOs from Estonia 
evaluated the financial soundness of their company as 
favourable or very favourable and that also points to 
some cautiousness which derives from the tendency 
that Estonia is usually some years ahead of Latvia and 
Lithuania, and Estonian companies more severely feel the 
consequences of a rapid increase in labour costs or possi-
ble threats from overheating in Nordic countries.
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The greatest concerns for the company 
for the next 12 months

56%

44%
41%

28% 28%

10% 10%
6%

24%

La
bo

ur
 c

os
t

D
em

an
d

Sk
ill

ed
 la

bo
ur

 s
ho

rt
ag

e

Co
st

 o
f r

aw
 m

at
er

ia
l/

co
m

m
od

iti
es

Fo
re

ig
n 

co
m

pe
tit

io
n

A
cc

es
s 

to
 c

ap
ita

l

In
te

re
st

 ra
te

s

Ex
ch

an
ge

 ra
te

s

ge
op

ol
iti

ca
l i

m
pa

ct

Lithuania

50%
45% 45%

34%

16%

5% 5%
0%

11%

La
bo

ur
 c

os
t

D
em

an
d

Sk
ill

ed
 la

bo
ur

 s
ho

rt
ag

e

Co
st

 o
f r

aw
 m

at
er

ia
l/

co
m

m
od

iti
es

Fo
re

ig
n 

co
m

pe
tit

io
n

A
cc

es
s 

to
 c

ap
ita

l

In
te

re
st

 ra
te

s

Ex
ch

an
ge

 ra
te

s

ge
op

ol
iti

ca
l i

m
pa

ct

Latvia

2015 2016 2017

51%

34%

38%
36%

26%

2% 2%

11%

15%
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Estonia

Increasing labour costs have become the most significant 
concern for the next year as more than half of the three 
countries’ CFOs who responded pointed out this problem 
as the greatest one. It is no surprise taking a look at the 
pace of average wage growth in the Baltic countries which 
exceed the increases in labour productivity. The lack of 
the demand dropped to the second place in the list of the 
greatest concerns in Lithuania and Latvia and to the fourth 
place in Estonia. It is a rather natural result as the econom-
ic outlook in export markets for the next year is favourable. 
However, the situation in domestic markets is different, be-
cause accelerated inflation has been putting pressure on 
real consumption growth. A lack of skilled labour remains 

in the third position of the greatest concerns and that is 
the serious issue which will keep on being very relevant if 
the education system do not prepare the right people with 
the necessary skills for the labour market. The threat of 
higher commodities prices recovered this year among the 
CFOs as the prices of fuels and metals have been going up 
recently. If the global economy continues climbing up, the 
prices of commodities will be supported by it and will have 
potential to be higher in 2018. First time the choice of the 
geopolitical impact concern was introduced and it received 
the attention from CFOs, especially in Lithuania, where a 
quarter of the respondents treated the geopolitical issues 
as a concern for their companies in 2018.    

Expected changes in cash flow of the 
company over the next 12 months

9% 11% 10% 6%

34% 31%
36%

32%

37% 49% 40%
42%

16% 9% 10% 17%

Sep-14 Sep-15 Sep-16 Sep-17

Lithuania

8%
4% 9% 2%

24%
38% 36%

28%

55%

43% 44%
58%

11% 6% 8% 9%

Sep-14 Sep-15 Sep-16 Sep-17

Latvia

13% 7% 9% 9%

39%
38% 34%

17%

34% 42% 40%
57%

11% 9% 13% 13%

Sep-14 Sep-15 Sep-16 Sep-17

Estonia

Increase by more than
10%
Increase by 0-10%

Remain unchanged from
current levels
Decline by 0-10%

Decline by more than
10%
No opinion

Contrary to the previous two questions, the share of 
optimists regarding a change in cash flow over the next 
12 months was the highest among the CFOs of Estonian 
companies. It is most likely that Estonian companies ex-
pect to exploit the economic growth by increasing sales 

revenues, at the same time undermining such threats to 
cash flow as higher labour costs by searching for inter-
nal resources for efficiency. CFOs of Latvian companies 
are also greatly positive about a change in the cash flow 
despite not so few arising concerns for the next year.
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The share of companies that expect to increase their 
staff has insignificantly dropped in Latvia and Estonia. 
In Lithuania the drop was bigger, but still more compa-
nies expect to hire than fire employees. It indicates that 
there are not so few companies which are still planning 

to expand their activities here and that requires more 
employees. The lack of both skilled and unskilled labour 
is already a great concern for the companies, therefore, 
to attract more people will require the companies to keep 
on offering higher wages.

Expected changes in the number of the 
company employees in the next 12 months

28% 29%
43% 35%

62% 52%

47%
52%

10%
18%

9% 13%

Sep-14 Sep-15 Sep-16 Sep-17

Lithuania

26% 21% 25% 24%

58% 63% 59% 63%

16% 16% 16% 13%

Sep-14 Sep-15 Sep-16 Sep-17

Latvia

23% 26% 33% 30%

64% 57%
59%

57%

13% 17%
7% 13%

Sep-14 Sep-15 Sep-16 Sep-17

Estonia

Decline

Be unchanged

Increase

The lending attitude of financial 
institutions toward the company

18%
26% 25% 24%

54%
54% 51% 53%

23%
18% 18% 19%

Sep-14 Sep-15 Sep-16 Sep-17

Lithuania

22% 25% 27% 29%

38%

57% 53% 52%

30%

9% 12% 16%

Sep-14 Sep-15 Sep-16 Sep-17

Latvia

18% 15% 23% 20%

57%
54%

51%
46%

23% 27% 22%
26%

Sep-14 Sep-15 Sep-16 Sep-17

Estonia

Very
unfavourable

Not so
favourable

Average

Favourable

Very favourable

There were no major changes in the assessments of CFOs 
regarding financial institutions’ lending attitude toward 
companies in the Baltic States. More than three quarters 
of the respondents – CFOs of Lithuanian and Latvian com-
panies believe that financial institutions have a favour-

able or very favourable attitude toward their companies. 
Meanwhile the share of Estonian CFOs who claim that 
financial institutions sceptically assess lending toward 
the companies has slightly increased this year.

The probability of counterpart’s default 
in the next 12 months

7% 6% 5% 10%

86% 86% 91% 87%

7% 8% 4% 3%

Sep-14 Sep-15 Sep-16 Sep-17

Lithuania

24%
15% 10% 8%

71% 85%
83% 86%

5% 0% 6% 6%

Sep-14 Sep-15 Sep-16 Sep-17

Latvia

11% 7% 2% 9%

84% 88% 94%
89%

5% 6% 4% 2%

Sep-14 Sep-15 Sep-16 Sep-17

Estonia

Decline

Remain unchanged

Increase

The share of CFOs who are more cautious about the 
counterpart’s default in 2018 increased in Lithuania and 
Estonia. Although the change is not very significant, it 
indicates that companies become more suspicious if part-

ners are be able to succeed in the changing environment 
when there is growth in risk taking (especially in the real 
estate market), the competition in local markets is getting 
more fierce and the costs are picking up rapidly.
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Use of surplus cash in the next 12 months

20%
29%

19%

43%
39%

39%

14% 10%
15%

5% 4% 6%

11% 17% 15%

Sep-15 Sep-16 Sep-17

Lithuania

31%
19% 19%

31%
42% 38%

18% 18% 25%

10% 4% 6%
9%

12% 2%

Sep-15 Sep-16 Sep-17

Latvia

15% 16%
6%

54%
39% 51%

10%
25% 23%

6%
10% 17%

6%

Sep-15 Sep-16 Sep-17

Estonia

Do nothing

Financial investments
abroad

Strategic investments
abroad

Financial investments in
your domicile country

Dividend to shareholders

Strategic investments in
your domicile country

Pay down debt

The first choice for surplus cash usage among Baltic com-
panies remains strategic investments in domicile countries, 
and Estonian companies are the leaders here. Whereas the 
option of strategic investments abroad has lost its popular-
ity among Latvian and Estonian companies and only in Lith-
uania its share has remained almost unchanged. Dividends 
to shareholders remain a popular alternative of using 
surplus cash and it is no surprise as dividend pay-outs were 

increasing during several recent years in the Baltic coun-
tries. Such tendencies warn that some companies still do 
not see enough investment opportunities in local markets 
and pay the profits earned back to the shareholders. There 
are still around 20 per cent of companies in Lithuania and 
Latvia which would prefer paying down the debt in case 
of excessive cash, contrary to Estonia where the share of 
such companies has dropped sharply.    

Expected change in the level of corporate acquisitions and 
divestments in domicile country in the next 12 months

52%
42%

52%

34%
45%

34%

8% 9% 9%

Sep-15 Sep-16 Sep-17

Lithuania

32% 38% 36%

44%
47% 52%

15% 11% 13%

Sep-15 Sep-16 Sep-17

Latvia

27%
37%

48%

54% 42%
37%

12% 15% 11%

Sep-15 Sep-16 Sep-17

Estonia

No opinion

Decrease
significantly

Decrease
somewhat

No change

Increase somewhat

Increase
significantly

Around half of the CFOs in Lithuania and Estonia believe 
that M&A market activities will increase while Latvian 
CFOs remain less sceptical. Such tendencies are most 
likely related with the recent trends in M&A market as 
the numbers and values of corporate acquisitions and 
divestments in Lithuania and Estonia were much higher 

compared to Latvia. Besides, the same story goes for 
investments into real estate market, and Latvia this year 
lags behind other Baltic countries. Looking forward, a 
positive trend in economic development and a higher 
supply of funds from local private equity funds should be 
beneficial for M&A market activity next year.

Sensitiveness of the company to an 
environment of gradually higher interest rates

6% 3% 9%

47%

30%
30%

38%

41%
43%

8%

27%
19%

Lithuania Latvia Estonia

not sensitive

slightly sensitive

sensitive

Very sensitive

According to the CFOs that responded, Lithuanian companies 
are the most sensitive to the most likely scenario of gradu-
ally increasing interest rates in the upcoming years. That is 
a rather challenging result and it is difficult to find one right 
explanation for this, i.e., the debt level of Lithuanian and Es-
tonian companies are very similar and even lower compared 
to Latvian companies. There are no major differences in the 
popularity of interest rates hedging practises, too. Interest 
rates for loans to enterprises are the lowest in Lithuania 
among the Baltic States. We can assume that Lithuanian 
companies are better aware of the possible effects of higher 
interest rates to companies’ financial results.
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Corporate priorities for the next year

29% 25% 19%

20% 22% 30%

18% 19% 19%

13% 16% 15%

16% 10% 13%
4% 8% 4%

Lithuania Latvia Estonia

M&A activity expanding into new geographies
increasing cash flow introducing new products/services
reducing cost operational investments to increase capacity

CFO s of Lithuanian and Latvian companies named opera-
tional investments to increase the capacity as the highest 
corporate priority for the next year, while Estonian com-
panies give the highest preference to reducing costs in 
2018. This is one of the signs that Lithuanian and Latvian 
companies will be investing more next year as they see 
opportunities to increase sales and there is a lack of oper-
ational capacity, i.e., in Lithuania the capacity utilization in 

the manufacturing sector is the highest among the Baltic 
countries. Certainly, for the companies which operate in 
services markets and mostly act in the domestic market 
the need for reducing costs in order to remain compet-
itive in the market is an obvious priority. Besides, there 
are still many companies that have key focus on new 
products and services in all Baltic countries, and that is a 
rational way to remain attractive in competitive markets.

Measures the company take to cope 
with the surging labour costs

13%

6%

13%

26%

34%

64%

17%

16%

6%

19%

34%

59%

15%

14%

10%

18%

47%

68%

We do not consider labor costs to be a problem for
our company

By cutting other costs

By hiring cheaper foreign labor

By accepting a lower profit margin

By investing in technology/machinery to reduce the
need for manual labor

By increasing efficiency of the current staff

Lithuania Latvia Estonia

Majority of the CFOs claim that they are attempting 
to increase the efficiency of current staff. However, a 
much smaller share of CFOs are planning investments in 
technology and machinery which would directly increase 
labour productivity and would weaken the impact of 
surging labour costs. Lithuanian companies are leading 
in projecting higher investments and this is a positive in-
dicator of the economy development next year. It is very 
interesting that the share of CFOs of Estonian companies 

that plan to accept a lower margin is the largest among 
the Baltic countries. It means that Lithuanian and Latvian 
enterprises still have more resources and potential for 
efficiency. This hypothesis is partly confirmed by the fact 
that just 6 per cent of Estonian companies plan to cut 
other costs. It is worth mentioning that Lithuanian and 
Estonian companies are more interested in hiring cheaper 
foreign labour compared to Latvian companies. 
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Attractiveness of the following options 
as a source of funding for the company

65%

18% 17%
29%

33%

62% 59%

60%

20% 24%
10%

bank
borrowing

corporate
debt

equity internal
financing

Lithuania

46%

14% 18%
29%

51%

65% 63%
57%

21% 19% 14%

bank
borrowing

corporate
debt

equity internal
financing

Latvia

45%

19% 13%
26%

49%

66%
63%

61%

6%
15%

24%
13%

bank
borrowing

corporate
debt

equity internal
financing

Estonia

unattractive

neither attractive
nor unattractive

very attractive

Bank borrowing is the most attractive source of financing 
in the Baltic region as in most of Europe. CFOs of Lithua-
nian companies are the most positive about the attrac-
tiveness of bank borrowing among CFOs in the Baltic 
countries. Possibly it results from the fact that average 
interest rates for corporate loans are the lowest in Lithu-
ania. Annual change in banks’ corporate loans portfolios 
was the largest in Lithuania in the end of August and 
accounted for 4.1 per cent. In Latvia, the loans portfolio 
was up by 2.2 per cent and in Estonia by 2.1 per cent 
year-on-year. Internal financing was the second alter-

native for the CFOs to think about. Meanwhile the CFOs 
remain rather sceptical about the funding attractiveness 
by issuing debt and equity instruments as more CFOs 
named these options as unattractive compared to the 
CFOs who found them attractive. Corporate debt contin-
ues to be overshadowed by traditional bank borrowing 
in the Baltics, but it is quite possible that companies in 
some sectors will be keener on issuing bonds in order to 
attract financing for riskier projects (i.e., real estate de-
veloping) as it usually happens in later economic growth 
periods.

The level of the priority of the digitalization 
on company's strategic agenda?

42% 39%
49%

46% 48%
38%

13% 13% 13%

Lithuania Latvia Estonia

Low on the agenda

Medium on the agenda

High on the agenda

Digitalization is obviously on the strategic agenda of the 
majority of the Baltic companies and just 13 per cent of 
CFOs mentioned that it is not a priority for the compa-
nies. There is just one difference between the countries 
which is in favour of Estonian companies – their CFOs put 
digitalization rather on high than on medium priority on 
companies’ agenda.
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Macroeconomic outlook 
for Baltic countries in 
the next 12 months

      2017F    2018F      2019F

Estonia      4.3       3.2        3.0

Latvia      4.1       3.7        3.2

Lithuania   3.7       3.2        3.0

GDP forecast for 2017-2019

Estonian economic growth has surpassed all the previous 
forecasts in 2017 with its GDP expanding by 5.2 per 
cent in real terms during the first half of the year. Pre-
viously household consumption was the main driver of 
the economy, whereas now strong capital spending and 
exports have also contributed. With exports making up 
80 percent of the GDP, Estonia has been positively affect-
ed by good economic fortune of its main export partners, 
including Finland, Sweden and Germany. 
Capital spending, which had been dwindling for years, 
though much of it came from increased spending on 
transport equipment. Capacity utilization rate in the 
manufacturing sector is reaching its historic highs, how-
ever the prospects of continuous investment growth are 
uncertain as corporate loan portfolio growth has signifi-
cantly decelerated. With consumer confidence standing 

high, private lending has on the contrary accelerated, yet 
its growth remains much below the growth of savings. 
As the number of vacancies is at its high since 2008 and 
the employment rate is one of the highest in the whole 
EU, employees have a strong leverage in wage nego-
tiations. This has held average wage growth above 6 
per cent since 2015. This year, however, a large part of 
wage increases has been consumed by inflation. Surging 
food and fuel prices have taken inflation above 3 per 
cent, which has also weighed down private consumption 
growth. Next year, however, due to a large hike of tax ex-
empt minimum of personal income, private consumption 
growth will again reach above 4 per cent. Looking at the 
future, we expect relatively balanced economic growth in 
2018, driven by both external and internal demand.

This year economic upturn is very pronounced. The annual 
growth in the nine months of 2017 was 4.6 per cent, reach-
ing the highest momentum over the last five years. Now, all 
factors are playing in favour of the Latvian economy. The 
global fundamentals are strengthening exports and indus-
trial performance. We expect that industrial growth will en-
dure, driven by both resilient export conditions as well as by 
domestic demand. EU funds are starting to pour in boosting 
construction and investments. This will be a significant cat-
alyst for economic activity. It will lift sentiment and sustain 
consumption growth and demand for loans accordingly. 
Next year, additional stimulus will come from the tax 
reform. Gradual upturn will hold in the real estate market. 

GDP will rise by 3.7 per cent in 2018 and 3.2 per cent in 
2019. In the coming years, due to a rising labour shortage 
and other factors, bottlenecks are emerging that may start 
limiting growth. Within the next couple of years the unem-
ployment rate will keep shrinking and causing additional 
pressure on wages. Average wages will grow by 7.9 per 
cent this year and by 8.3 per cent in 2018. Productivity 
gains are slow and costs are eating into profits that is 
why entrepreneurs will be forced to keep focus on costs. 
Inflation for this year is forecasted to be 3 per cent and next 
year it will be only marginally lower and account to 2.7 per 
cent.

The economy has been riding the positive trend and 
jumped by 3.8 per cent in the first nine months of 2017. 
The improved trade balance and the recovery of invest-
ments were the main factors which boosted the growth of 
GDP. Assuming that the economic situation in the main ex-
port markets remain favourable, GDP will increase by 3.2 
per cent and 3.0 per cent in 2018 and 2019, respectively.
It is obvious that businesses successfully exploit the fa-
vourable tendencies in the main export markets, but there 
is more cautiousness about the domestic market which 
is still shrinking due to negative net external migration. 
Besides, the recent jump in inflation is pressuring down the 

domestic market and undermining the positive effect from 
solid growth of wages and lowering unemployment level. 
We expect that average annual inflation will slightly lower 
in 2018 and account for around 2.8 per cent.  
We believe that the positive trend in economy will support 
private investments which will be driven by public invest-
ments on higher distribution of EU funds, too. Besides, a 
lack of labour force will naturally pressure companies to 
search for opportunities to increase labour productivity. 
Assuming that the bargaining power for employees will 
keep on rising, it will support growth of average wages 
which will climb by around 7 per cent in 2018. 

Estonia

Lithuania

Latvia




