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Global economy



The oil price shock is significant, but smaller than
during the Gulf War in the 90's
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The war in the Middle East is shaking the outlook for
the global economy
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A peace deal would brighten the outlook for the global
economy

Global PMIs > The global economy picked up nicely at
the start of the year
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52 | > Outlook for the services sector
weakened clearly in March—April, while

confidence in manufacturing
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> So far, the global economy has
absorbed the shock well, but risks have
Increased
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Despite turbulence in trade relations, global trade
growth has been strong

World Trade volume growth
30
50 World trade
10

0

%, y-0-y, SA

-10

~20 | Baltic countries total, goods exports

15 16 17 18 19 20 21 22 23 24

Source: Macrobond, CPB, Statistics Lithuania, Statistics Estonia, CSB, OP

© OP Pohjola / OP-Public



Lower oll prices will push inflation lower

Inflation in Euro area

(NN
o O r

Inflation

Core inflation

1
P, O L, N W &~ ooy N 0

20 21 22 23 24 25 26

Sources: Macrobond, Eurostat, OP Pohjola

© OP Pohjola / OP-Julkinen

> Inflation remains elevated: Euro area
3.2% (core 2.5%)

> Recent inflation pressures are
Increasingly broad-based despite
earlier energy-driven drivers

> The reopening of the Strait of Hormuz
and lower oil prices would ease
inflationary pressures. However,
inflation’s return to normal could still be
slowed by second-round effects that
have already emerged.
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The Middle East situation keeps the ECB on alert

Market expectations for interest rates
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> ECB raised policy rates in June
> key rate at 2.25%

> Markets priced in the June hike and are
pricing further tightening (1-2 more
hikes this year)

> A possible agreement could lower
interest rate expectations, and also
actual interest rates.



OP Pohjolas World economy forecast

Share*, %
World GDP growth 2025 2025 2026f 2027f
World 100,0 3.3 2,8 3,0
United States 14,7 21 2,2 2,0
Euro area 14,1 1,5 0,9 11
Japan 3,2 1,2 0,9 0,9
United Kingdom 21 1,3 0,7 1,3
Sweden 0,4 1,5 2,0 2,5
Estonia 0,0 0,6 2,5 2,5
Advanced economies 391 1,7 1,5 1,6
China 19,6 50 4,5 4,5
India 8,5 7,6 6,0 6,5
Brazil 2.4 2.3 1,5 2,0
Emerging and developing economies 60,9 4.4 3.8 4,0

*Gross domestic product based on purchasing-power-parity (PPP) share of world total

Sources: Eurostat, IMF, and OP
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Oil prices have fallen following the announcement of a

possible peace agreement

Oil price (Brent)
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> Oil prices have remained relatively

stable (590-110 range) despite the
conflict and disruptions

If a deal is reached, oil prices could
settle back around the levels seen
before the Middle East war.

Once the situation normalizes, oil
reserves will have to be rebuilt,
keeping demand above normal levels.
If no deal is reached, reserve stocks
cannot be drawn on as before, which
would put upward pressure on prices.
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Baltic economies



Solid Q1 growth in Estonia and Latvia, weaker
momentum in Lithuania

GDP in Baltic countries
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Baltic manufacturing diverging: strong growth in
Lithuania and Latvia, weaker in Estonia

Manufacturing in the Baltic states
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Weaker consumer confidence

Consumer confidence indicator
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In all the Baltic countries there is room for a recovery in
private consumption

Private consumption in the Baltics
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Labor market is relatively stable in all Baltic countries

Unemployment rate in the Baltics
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Inflation is stabilising — the level will remaimn high

Inflation
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Forecast for Baltics



Estonias growth picks up, but headwinds emerging

Estonia > Estonia’s economic growth has picked up,
with the start of the year coming in even

GDP growth rat '
grow?th rate stronger than expected. However, looking

2025 0.6% ahead, higher energy prices driven by the
2026 25 conflict in Iran are set to weigh on the
2027 2.5% recovery

Inflation > Domestic demand strengthens this year as

private consumption picks up, supported

2025 4.9% e (0
by rising incomes and tax changes.

2026 4.0%

2027 2.5%

> Inflation will remain elevated this year due
© 0P ool 0F-Pubic to the conflict in the Middle East. )



Latvia's recovery takes a breather

> Growth at the start of the year was solid,
but the effects of the Middle East conflict
are set to increasingly weigh on the
recovery over the course of the year.

| atvia

GDP growth rate

2025 2.1%
2026 2.0%

0 > Growth continues to be supported by
2027 30 domestic demand, both private and public.

Inflation . o .
> Higher defense spending increases the fiscal

2025 3.9% deficit, but expansionary fiscal policy
2026 4.0% continues to support economic growth.
2027 2.5%

| | > The moderation of inflation will be delayed
© OF Pojola/ OP-Fublc due to the Middle East conflict.



Slight moderation in Lithuania’s economy

Lithuania ) A_weak start to the year, cpmbined
with the Middle East conflict, will
GDP growth rate weigh on economic growth this year
2025 2,9% > Growth is supported by domestic
2026 5 4 demand and a temporary boost to
5027 - private consumption from pension
o reform.
inflation > Growth in exports will moderate this
year.
2025 3.8% _ ,
> Inflation stays elevated this year.
2026 4.5%

2027 2.5%
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