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.
FINNISH BANKING PROBLEMS: HANDLING AND PROSPECTS

by Peter Nyberg, Adviser

and Vesa Vihriéla, Head of Office

Financial Markets Department
Bank of Finland

RECESSION

PRECIPITATES

BANK PROBLEMS

After an extended period of
rapid economic growth in the
1980s, the Finnish economy
stagnated in 1990 and activity
declined in the course of 1991.
An important external factor
contributing to these develop-
ments was the collapse of trade
with the Soviet Union in 1991.
Although exports started to re-
coverin 1991 and grew by about
9 per cent on average in 1992,
this was not enough to offset a
sharp decline in domestic de-
mand. Real GDP contracted by
62 per cent in 1991 and by a
further 3Y2per cent in 1992, This
unprecedented economic down-
turn led to a rapid decline in prof-
itability, investment and employ-
ment. At the same time debt ser-
vicing grew burdensome, partic-
ularly in the domestic sector of
the economy.

interest rates remained high
throughout the early 1990s. This
partly reflected the high level of
European interest rates in gen-
eral. More significant, however,
was speculation against the
markka triggered by expecta-
tions of a devaluation, which
kept interest rate differentials at
a high level. In November 1991,
the markka was devalued by
12.3 per cent. The effects on
interest rates were short-lived,
however, since expectations of
afurther devaluation soon reap-
peared and interest differentials
widened again. By early Sep-
tember 1992, the pressure had
become so intense that the
Bank of Finland had to abandon
the markka's fixed peg against
the ECU and letthe markka float.
The markka immediately depre-
ciated by some 12 per cent. By
March 1993, the markka had
lost nearly 30 per cent of its

value against the ECU, as com-
pared with the situation prior to
the November 1991 devalua-
tion. This further weakened the
financial position of the domes-
tic sector of the economy.

Assetvalues already started
to fall in 1989 under the impact
of gradually tightening mone-
tary conditions, contracting in-
comes and rising debt servicing
levels. This was particularly evi-
dent in the real estate market.
Subdued demand kept inflation
down and asset prices falling
in 1992 as well, despite the de-
preciation of the markka. Con-
sequently, real rates of interest
continued to rise and collateral
valuestofall.

PROBLEM ASSETS AND

CREDIT LOSSES MOUNT

Together with plummeting
profits and decelerating house-
hold incomes, the rising bur-
den of debt service payments
turned a steadily increasing
share of banks' loan portfolios
into non-performing assets. In
1991, some 1.5 per cent of out-
standing bank loans had to
be booked as losses. Banks'
aggregate profit before extra-
ordinary items became nega-
tive for the first time in the post-
war period. These develop-
ments, as well as the basic rea-

sons underlying them, are not
unlike those in, for example, the
other Nordic countries.

Reflecting the economic
deveiopments, banks' perfor-
mance deteriorated further in
1992. The stock of banks' non-
performing loans grew during
1992 from FIM 42 billion to as
high as FIM 75 billion by the end
of the year.' Of this amount,
some FIM 22 billion (4.8 per cent
of total lending) was booked as
credit losses. Non-performing
loans caused a sharp decline
in banks' net interest income, -
which was also squeezed by
shifts of deposits out of low-cost,
tax-exempt accounts into high-
er yielding accounts. Given the
relatively low level of the Bank
of Finland's base rate, to which
almost half of all outstanding
markka loans were linked, such
shifts could not be offset by cor-
responding increasesinlending
rates. Consequently, banks'los-
ses before extraordinary items
increased from almost FIM 5 bil-
lion in 1991 to nearly FIM 22 bil-
lionin 1992 (Table 1).

A loan is recorded as non-performing
when the payment of interest or repay-
ment of principal is in arrears by more
than three months. Similarly, a bank
guarantee is included in the stock of
non-performing assets if the under-
lying liability arises.

TABLE 1. FINANCIAL RESULTS OF THE FINNISH DEPOSIT
BANKS, 1988-1992, BILLION FIM

All deposit banks

Income from financial operations
Other income

Total income

Expenses

— staff costs

Credit and guarantee losses
Operating profit

Depreciation

Profit before extraordinary items,
appropriations and taxes

1988 1989 1990 1991 1992
132 140 165 152 119
93 104 100 103 125
225 244 265 255 244
141 165 179 187 193
73 84 91 89 85
11 18 25 76 220
73 61 61 -08 -169
25 29 37 40 48
48 32 24 -48 -217 3
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Reflecting the allocation of
lending during the boom years
of the late 1980s, some 40 per
cent of non-performing assets
relate to construction, real es-
tate and retail trade. House-
holds account for some 20 per
cent of the total and foreign en-
gagements for some 15 per
cent. Manufacturing is relatively
unimportant, accounting for on-
ly 8 per cent of problem assets.

Worst hit were the savings
banks, accounting for about
half of the aggregate loss. This
was because the savings banks
had expanded their lending
more than other banks during
the boom years, which made for
weaker-than-average loan quail-
ity. In addition, a significant part
of savings banks' lending to the
sectors mentioned above was
denominated in foreign curren-
cies, thus making many clients
vulnerable to the depreciation of
the markka. -

SUPPORT OPERATIONS

The authorities took several
steps to safeguard the stability
of the banking system. Since
they have already been de-
scribed in some detail in a pre-
vious issue of the Bulletin® they
will only be briefly summarized
here. More attention will be paid
to the steps that have been tak-
ensince then.

In March 1992, the Govern-
ment decided to offer to provide
the banking sector with a capital
injection — in the form of pre-
ferred capital certificates —total-
ling FIM 8 billion in order to sup-
port the supply of bank credit to
customers. At the same time,
the capital injection was intend-
ed to help banks avoid seeking
emergency support. This offer
was taken up practically in full
by the banks.

In April 1992, the Govern-
ment Guarantee Fund was es-
tablished to help ensure the sta-
bility of the banking system and
secure the claims of both do-
mestic and foreign depositors.
The Fund was authorized to use
up to FIM 20 billion for these pur-

z See the article by Peter Nyberg in the
November 1992 issue of the Bulletin.
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poses. Some FIM 3 billion was
used to support Skopbank in
1992. In addition, the Savings
Bank of Finland (SBF) was pro-
vided with a capital injection of
almost FIM 12 billion during the
same year.

In September 1992, STS-
Bank asked the Government
Guarantee Fund for support
since its assets posed a consid-
erable risk to the solvency of
the bank. STS-Bank was a rela-
tively small commercial bank
whose status had recently been
changed from that of a savings
bank. Like many savings banks
it was encountering serious
profitability problems related to
credit losses and reductions in
the value of real estate holdings.

As the owners of STS-Bank
were unable to provide addition-
al capital and the bank func-
tioned in areas where excess
banking capacity existed, it
seemed to be unviable as an
independent entity. The Fund
therefore encouraged negotia-
tions on a merger between
STS-Bank and Kansallis-Osake-
Pankki (KOP), a major commer-
cial bank. In November, STS-
Bank announced that it was go-
ing to merge with KOP. In the
same context, KOP bought the
majority of STS-Bank shares at
a price close to the going mar-

. ket rate, but substantially below

their nominal value.

The merger was negotiated
in very close cooperation with
the Government Guarantee
Fund and under its auspices.
The Fund assumed responsibil-
ity for a substantial part of the
problem assets of STS-Bank,
subject to subsequent parlia-
mentary approval. The bank's
bad assets were to be trans-
ferred for eventual disposal to
a separate asset management
company ("bad bank"), in which
the Fund was to have a large
majority holding while KOP was
to provide administrative exper-
tise.

In the event (see below),
Parliament did not approve the
creation of such a company,
which meant that the provisiona!
agreement could not be final-
ized as planned. The merger

has nevertheless taken place,
though the exact terms of Fund
involvement are currently being
renegotiated. Results are ex-
pected very soon.

The immediate financial con-
sequences of this merger for the
Fund are fairly minor; the effects
will be felt only gradually as loss-
es from the problem assets tak-
en over startto accumulate. The
estimated final costs have not
been included in the figures giv-
en here, since they depend cru-
cially on the future development
of asset prices.

RESOURCES USED

By the end of 1992, the Fund
had used a total of some FIM 15
billion in various types of sup-
portto keep banks' capitalratios
above the 8 per cent minimum
set by the BIS. Together with
the Government's nearly FIM 8
billion capital injection into the
banking sector and the loss of
FIM 5% billion incurred by the
Bank of Finland in connection
with the Skopbank operation
(including about FIM 1 biltion in
lost interest earnings), a total of
some FIM 28 billion had been
provided to the banks by the
end of 1992 in the form of capital
and booked losses.

Most of the capital provided
has taken the form of invest-
ments that can be counted to-
wards Tier 1 capital (preferred
capital certificates, shares). In
addition, the Bank of Finland has
loan claims of FIM 9% billion
outstanding from the Skopbank
operation (Table 2). Thus, the to-
tal amount of funds tied up in
bank supportis about FIM 38 bil-
lion, almost 8 per cent of GDP.

REPRIVATIZATION

EFFORTS

As a consequence of the
need to provide bank supportin
a fair and effective manner, the
authorities had acquired owner-
ship of two banks of moderate
size (Skopbank and SBF) by the
end of 1992, Bank ownership is,
of course, only incidental to any
support programme, and the
authorities seek to return owner-
ship to private hands as soon as
possible. Accordingly, a major



TABLE 2. DISBURSEMENT OF PUBLIC BANK SUPPORT,
1991-1992, MILLION FIM

Pre- Bankof Government Guarantee Fund Total
ferred  Finland
capital Loans Sub- Pre- Share
certifi- ordi- ferred capital
cates nated capital
loans certifi-
cates
1991 Skopbank 3900 3900
1992 Skopbank 580 99002 1500 1000° 12980
Savings Banks 1254 500 1400 7100 2900 13154
OKOBANK 422 422
Cooperative Banks 1108 1108
Postipankki 903 903
UBF 1749 1749
KOP 1726 1726
STS-Bank 170 170
Total 7912 13800 500 1400 8600 3900 36112

!t Comprises a capital injection of FIM 2000 million and loans forgiven totalling FIM

1900 million.

2 Comprises loans totalling FIM 9 500 million to Skopbank for transferring risks to the
Bank of Finland's asset management companies Sponda and Scopulus (effect on
capital adequacy FIM 760 million) plus a capital injection of FIM 400 million to
Sponda and Scopulus. Exciudes lost interest earnings totalling about FIM 1 biifion

by the end of 1992.

part of Fund activity in 1992
centred on negotiations aimed
at selling off all or parts of these
banks.

Talks to this end had already
been initiated while Skopbank
was in the hands of the Bank
of Finland and those with the
Union Bank of Finiand (UBF)
had reached quite an advanc-
ed stage. A deal, had it been
struck, would have rendered
possible cost reductions and
a substantial pruning of the
banks' joint branch network.
However, in October 1992, the
negotiatioris between the Fund
and the UBF broke down owing
to differences over price, risk-
sharing and other considera-
tions. More recently, exploratory
talks have been under way con-
cerning the possibility of merg-
ing both Skopbank and the SBF
with KOP.

Some banks have proposed
in public that the banks in gov-
ernment hands should be divid-
ed up among the rest of the
banking sector. This idea has
not been taken seriously by the
authorities as the banks have
not come up with any concrete
proposals as to how this might
be implemented. The debate
did, however, lead to some leak-
age of deposits from the SBF.

NEW RESOURCES FOR
BANK SUPPORT
Problem greater than
expected

The amount of funds the
Government Guarantee Fund
had to use to support the sav-
ings bank group in 1992 ex-
ceeded the projections made in
the spring of 1992 by a substan-
tial margin. Moreover, the per-
formance of the economy was
worse than anticipated as defla-
tionary forces were stronger and
growth in export markets weak-
er than expected. it was there-
fore considered prudent to in-
crease the resources at the
Fund's disposal, particularly as
all but FIM 5 billion of the funds
had been used or earmarked by
the end of the year.

Alsg, the administration of
bank support proved inade-
quate. According to its original
charter, the Government Guar-
antee Fund had no full-time staff
of its own. Staff was assigned
from the Bank of Finland and
the Banking Supervision Office
to the extent needed. Further-
more, a very substantial amount
of analytical work was done by
staff not permanently assigned
to Fund duties. As the number
and complexity of bank prob-
lems increased it became ap-

parent that the Fund needed a
stronger organization. Full-time
staff would be necessary, even
though staff from the Bank of
Finland and the Banking Super-
vision Office continued to assist
the Fund.

The original organization
proved problematic in two other
respects as well. First, repre-
sentatives of the Bank of Finland
and the Banking Supervision
Office could not simultaneously
act as owners of the troubled
banks and perform their super-
visory duties without a conflict of
interest. Furthermore, the sheer
scale of the support operations
implied that the funds should be
controlied by a body politically
accountable to Parliament, ie by
the Government.

Comprehensive reform
proposed by the
Government

To redress these shortcom-
ings, the Government introduc-
ed a bill in Parliament in Jan-
uary 1993 providing for a com-
prehensive reform of the ex-
isting Act on the Government
Guarantee Fund. The bill con-
tained three main elements.
First, the authorization of the
Fund to grant support was to be
raised from FIM 20 billion to FIM
50 billion. Second, the Fund was
to be subordinated to the Gov-
ernment instead of Parliament
and given permanent staff. Fi-
nally, the Fund was to be author-
ized to set up and own shares in
asset management companies
("bad banks"), into which prob-
lem assets of banks in distress
could be hived off.

Although there was a broad
consensus in Parliament on the
need to increase resources ear-
marked for bank support and
the adminisirative reform also
received wide support; the bil
failed to obtain the required /6
majority.’ In fact, the main parlia-

According to the Finnish constitution,

the transfer of budgetary authotity

away from Parliament must be passed
in the same manner as an amend-
ment to the constitution. immediate
(‘urgent’) enactment of a constitutional
amendment, in turn, requires a quali-
fied majority of 5/6 of all votes.

5
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mentary groups agreed on the
contents of the banking pack-
age after the idea of asset man-
agement companies had been
dropped. However, the opposi-
tion refused to support the im-
mediate enactment of the pro-
posed amendment, as the Gov-
ernment was unwilling to com-
mit itself to the expansionary
fiscal policies being demanded
by the opposition.

More funds avthorized
in a supplementary
budget

After the rejection of the com-
prehensive bank support pack-
age, the Government asked
Parliament to authorize an in-
crease of FIM 20 billion in the
amount available for bank sup-
port through a supplementary
budget, which can be passed
by a simple majority. Of the total,
FIM 5 billion was earmarked for
guarantees.

The amount was limited to
FIM 20 billion because under
supplementary budget proce-
dure no more funds can be ap-
propriated tham can reasonably
be expected to be used during
the fiscal year. The actual need
forfunds in 1993 may;, infact, fall
short of FIM 20 billion, as the
authorization makes allowance
for a number of worst-case as-
sumptions about bank perfor-
mance and the timing of support
actions.

An important aspect of the
new bill is that future support
measures are to be decided up-
on by the Government, not by
the Fund. In the budget bill, the
Government nevertheless com-
mitted itself to apply the prin-
ciples adopted by the Fund's
Supervisory Board in October
1992. The bill was passed on
2February.

New bhill on

administrative

reform

In February 1993, the Gov-
ernment proposed an amend-
ment to the Act on the Govern-
ment Guarantee Fund that pro-
vided for a reform of the admin-
istration of bank support much

6 along the lines of the more com-
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prehensive reform bill rejected
inJanuary. The amendment was
approved on 23 February. Un-
derthe amendment, the number
of board members has been re-
duced to five, only one of whom
is arepresentative of a specified
organization, the Ministry of Fi-
nance. The Bank of Finland and
the Banking Supervision Office
are no longer formally repre-
sented onthe board. Thelinks to
the latter bodies have, however,
been maintained by appoint-
ing permanent advisers to the
board from both organizations.
In addition, the Bank of Finland
and the Banking Supervision
Office will continue to assist
the Fund.

As before, the board will be
appointed by the Parliamentary
Supervisory Board, which al-
s0 retains its other supervisory
functions. A manager and as-
sistant manager will head a stalf
of some 20 persons. The new
board was appointed in mid-
March 1993.*

PARLIAMENT CLARIFIES

COMMITMENT TO

SUPPORT

In August 1992, the Govern-
ment issued a statement in
which it asserted that the stabili-
ty of the Finnish banking system
would be secured under all cir-
cumstances. This exceptionally
strong and comprehensive dec-
laration embodied the basic
principie of the Finnish banking
safety net: no systemic problem
would be allowed to materialize.

When passing the amend-
ment to the Act on the Govern-
ment Guarantee Fund on 23
February 1993, Parliament un-
animously approved a resolu-
tion endorsing and reaffirming
the commitment of the Finnish
authorities to safeguarding the
stability of the banking system.
The resolution reads as follows:
"Parliament requires the state to
guarantee that Finnish banks
are able to meet their commit-
ments on time under all circum-
stances. Whenever necessary,
Parliament shall grant sufficient

¢ See the item in the March 1993 issue of
the Bulletin.

appropriations and powers to
be used by the Government for
meeting such commitments."

The resolution is more ex-
plicit than the Government's
declaration of 6 August 1992. It
stresses that the entire political
system stands behind the com-
mitments made by the Finnish
banks. It further asserts that,
even though Parliament wishes
to exercise control over the use
of public funds through the nor-
mal budgetary procedure, it un-
dertakes to grant all funds that
might be needed to guarantee
that banks can fulfil their com-
mitments. The resolution is quite
exceptional in Finnish parlia-
mentary history.

OUTLOOK

Near-term prospecis

for the banking secior

Macroeconomic performan-
ce continues to be character-
ized by highly disparate devel-
opments. Activity in many key
domestic sectors remains se-
verely depressed. This applies
particularly to construction, real
estate and retail tfrade. By con-
trast, manufacturing output in-
creasedrapidlyin 1992, ledbya
strong rebound in exports. Al-
though output data indicate that
the economic recession may
have started to bottom out, a
clear turnaround is not evident
yet. With the contraction in do-
mestic demand, the external
balance has been improving
rapidly. Interest rates have de-
clined and share prices have
risen rapidly in the early months
of 1993.

Given the depressed state
of domestic demand and in-
creased debt service burden of
many firms with foreign-curren-
cy debt, the recent decline inin-
terest rates will be insufficient to
bring about any significant im-
provement in bank profitability
in 1993. Credit losses will re-
main substantial and net inter-
est income will continue to be
sgueezed. Consequently, banks
will post very significant losses
in 1993 as well.

In 1994, the banks' perfor-
mance should improve marked-
ly, though further losses are like-



ly. A substantial share of bad
debts will have been written off
by then, and net interest income
should have started to recover
as a result of lower money mar-
ket rates and — probably — high-
er margins. In addition, the
rationalization measures now
under way will show up in full
in operating costs by 1994.

The degree of improvement
will, however, depend very
much on macroeconomic per-
formance. A faster-than-expect-
ed recovery in the main export
markets could provide a signifi-
cant boost to overall activity
in Finland, thereby improving
the debt-servicing capacity of
banks' customers. On the other
hand, investment activity could
be inhibited by insufficient cred-
it supply. Although weak de-
mand for credit has probably so
far prevented a 'credit crunch'
fromunduly constraining invest-
ment, credit availability may be-
come a significant factor when
demand for credit starts to in-
crease.

Structural issves

The present problems should
encourage banks to speed up
their rationalization efforts. Al-
though the banks have already
slashed the number of employ-
ees and the number of branches
is also on the decline, more
needs to be done. While it is im-
possible to determine precisely
the size of a viable banking sys-
tem in terms of the numbers
of personnel and branches, a

comparison with some other
countries suggests that Finland
could cope with about one-third
fewer banking resources than
in1991.

However, it is not entirely
clear how this streamlining
should and could be carried out.
Clearly, given the overriding im-
portance of maintaining the sta-
bility of the banking system, a
laissez faire policy of letting
the weakest banks exit through
bankruptcy is precluded. The
costs of bankruptcy are further
raised by the lack of any upper
limit on the size of insured do-
mestic and foreign deposits in
Finland. The undertaking made
bythe Finnish state to guarantee
that all the banks' commitments
will be met implies that only or-
derly restructurings can be ac-
cepted.

But even then, a large num-
ber of options exists. One is
simply to cut the number of
branches and personnel with-
out changing the number of in-
dependent banks. This might
be difficult to do sufficiently
quickly. Alternatively, an unvi-
able bank could be merged
with a competitor or wound up
by selling its assets to several
banks and even non-banks.
However, studies on economies
of scale in banking do not sug-
gest that this would necessarily
result in the most efficient bank-
ing system.

Furthermore, the disappear-
ance of major banks could sig-
nificantly reduce competition ei-

ther nationally or locally or both.
Increased market power would
most likely show up in higher
margins, and in the longer runin
lesser efficiency. Competition
from abroad and from other fi-
nancial institutions could miti-
gate these effects somewhat,
however.

Of course, the authorities
have the power to decide on the
fate of the institutions that have
come to depend on the support
of the Government Guarantee
Fund. But other banks need to
be persuaded to agree on the
restructuring plans involving
them. This has proved to be a
matter of some importance in
the practical work of the authori-
ties, as reaching a solution that
satisfies all the parties con-
cerned is difficult and time-con-
suming.

These considerations have
led to the decision not to rule out
any restructuring alternative a
priori. Thus, in addition to the
aforementioned options, selling
aninstitution dependenton sup-
port to a foreign buyer or keep-
ing it inthe hands of the Govern-
ment for as long as it takes to ef-
fect a satisfactory privatization
remain viable options.

7 April 1993
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LARGE-VALUE INTERBANK PAYMENTS AND THE CENTRAL BANK

by Harri Hasko, Lic Pol Sc
Financial Markets Department
and Harri Lahdenpera, M Pol Sc
Central Bank Policy Department

Bank of Finland

ness of large-value inter-

bank payment systems has
become a key public policy is-
sue. Among the factors behind
this development are the in-
creased daily value of payment
flows, the growing sophistica-
tion and turnover of financial
products and opportunity costs
associated with holding non-in-
terest-earning demand deposits.

The payment process has
also become more complex be-
cause of technological advanc-
es and increased emphasis on
the efficient processing of pay-
ments and their underlying
transactions. Furthermore, par-
ticipants in the payment sys-
tem have become increasingly
aware of the credit and liquidity
risks associated with the clear-
ing and settling of large-value
payments.

This article first examines
the role of the central bank in
the payment and settlement pro-
cess of large-value interbank
payments. It then goes on to
explore the role of the central
bank's reserve requirements in
the conduct of monetary policy.
Finally, the compatibility of the
large-value interbank payment
system with the monetary policy
regime of the central bank is
considered.

In recent years, the sound-

THE ROLE OF

THE CENTRAL BANK

IN THE LARGE-VALUE

PAYMENT SYSTEM

The deposits held with
banks by their customers are,
together with bank deposits at
the central bank, the monetary
assets most frequently used to
discharge payment obligations.
The many thousands of pay-
ments that bank customers

8 make each day result in trans-
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fers of balances between banks
andtherefore affect banks' posi-
tions with each other and with
the central bank.

Banks also make their own
payments in connection with
carrying on the business of
banking. These are often major
sources of daily payment flows
among banks. Banks can set-
tle these interbank payments
through accounts that they hold
with each other. However, many
interbank payments, especially
large-value payments', are made
through the transfer of balances
onthe books of the central bank.

The balances held with the
central bank have special sig-
nificance when used by com-
mercial banks to settle their pay-
ments. Settlement—the finaland
unconditional transfer of value
specified in the payment in-
struction — in central bank mon-
ey is universally acceptable
sincethe resulting deposit claim
is free of default and liquidity risk
(because of the central bank's
status as a government institu-
tion).

Interbank funds transfers
usually take place by debiting
the remitting bank's current ac-
count with the central bank and
crediting the current account of
the receiving bank. However,
the remitting bank is not usually
required to have funds in its cur-

1 Today's modern payment systems are
characterized by high volumes of
large-value transactions, which arise,
eg, from trading in financial instru-
ments and their derivative products.
The size of these individual transac-
tions may be very large, often several
hundred millions of markkaa, and the
originators are banks and the big com-
panies.

Although a precise distinction can-
not be drawn between retail and large-
value transfers, it has been estimated
that the latter represent less than 1 per
cent of the total volume and well over
50 per cent of the total value of fund
transfers in OECD countries.

rent account sufficient to cover
thetransfer atthetime itismade.
Rather, the transfer must be cov-
ered by the end of the day.

If the central bank allows re-
serve balances to become neg-
ative during the day this gives
rise to 'daylight overdrafts’, and
it is these daylight overdrafts
that have become a major con-
cern for central banks running
large-value interbank payment
systems on behalf of the banks
of their country.

DAYLIGHT

OVERDRAFTS

In most cases the daylight
overdraft is covered by incom-
ing electronic funds from some
other institution by the close
of the day's business. But for a
few minutes, or even hours, the
bank's account is overdrawn.
The daylight overdrafts of a
single institution can amount
to thousands of millions of
markkaa during a business day
(Chart 1).

Since the transfer of funds
from a bank's current account
with the central bank becomes
final when the receiving institu-
tion is notified of the transfer, the
central bank could not revoke
the transfer if the remitting insti-
tution failed to cover its overdraft
by the end of the day.

Thus the receiving institution
would have its funds while the
central bank would be left with
the task of collecting the pay-
ment from the defaulting remit-
ting bank. Creditrisk inthis case
is borne by the central bank and
possibly by the public.

2The overdraft occurs when funds
transferred electronically from a bank's
reserve account with the central bank
exceed the existing balance in the ac-
count, ie the balance falls below zero
during the business day.



However, the practice of
providing intraday credit as part
of the payment process is now-
adays recognized as a core
banking function. Moreover, the
availability of a final settlement
vehicle that minimizes the time
delay between the initiation of a
payment instruction and its final
settlement is becoming increas-
ingly important.

It is now widely accepted
that there is no substitute for a
central bank's participating in or
even operating such a mecha-
nism. Yet, caution must be exer-
cised to ensure that the central
bank does not become the pri-
mary source of the intraday li-
quidity needed for a smoothly
functioning payment system.

Payment system participants
value intraday credit on elec-
tronic funds transfer networks
because wire transfer payments
and receipts are not perfectly
synchronized. Intraday credit is
an alternative to delaying pay-
ments until they are funded by
receipts. In addition, it elimi-
nates the necessity of holding
clearing balances (bank reserv-
es) large enough to cover all the
expected outflows of funds.

Until recently, most central
banks provided this liquidity at
no explicit cost.? If something
has value but is not priced, then
it tends to be overused. Any
lessening of the intraday credit
risk will depend on the responsi-
bility for the risk being shifted
more onto the shoulders of the
private sector or on increasing
the costs to users of such credit.
In both cases, private partici-
pants in the payment system
would then have a greater in-
centive to reduce these risks.

Ideally, voluntary coopera-
tion between banks aimed at
modifying the timing of payment
operations might be the best
way to curb these risks. One se-
rious risk that both bankers and

3In Switzerland, however, the central
bank does not permit daylight over-
drafts; a queuing facility defers execu-
tion of payments when no funds are
available in the settlement accounts.
This mechanism can be regarded as
the equivalent of a zero limit on day-
light overdrafts.

CHART 1.

DAYLIGHT OVERDRAFTS

IN A SELECTED BANK'S CURRENT ACCOUNT
WITH THE BANK OF FINLAND, 30 MARCH -

3 APRIL 1992, HOURLY OBSERVATIONS
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regulators wish to avoid is hav-
ing all banks delay releasing
payments to each other until in-
coming funds have been re-
ceived. The result of such a re-
sponse would be a ‘gridlock’ in
which no payments move until
late inthe day.

Central banks have adopted
various risk-reduction policies
for limiting the number of cases
in which liquidity or solvency
problems involving one of the
participants in a large-value
payment system might create
system-wide risks. These in-
clude control of access, intra-
day credit limits, provision of
collateral and pricing of intraday
credit.*

BANK OF FINLAND'S

INTERBANK FUNDS

TRANSFER SYSTEM

The Bank of Finland's inter-
bank funds transfer system has
been operational since March
1991 and is used mainly for
large-value interbank transac-
tions and clearings as well as for
transactions between the banks
and the Bank of Finland. It is
based on the final settlement of

* Fees will be charged for daylight over-
drafts in the accounts of the Federal
l?gggrve from the beginning of April

individual (irrevocable) transac-
tions on a gross basis in central
bank money throughout the
day.®

At the moment, 16 banks
and five other institutions main-
tain current accounts at the
Bank of Finland. The number
of transactions in the current
accounts amounts to approxi-
mately 1 000 per day, of which
300-350 are transactions be-
tween banks and the Bank of
Finland. The average total value
of currentaccount entries result-
ing from interbank transactions
amounts to FIM 20 billion per
day. During the speculative at-
tack against the markka in au-
tumn 1991, the maximum total
value rose to FIM 56 billion per
day.6

Whenthe new interbank sys-
tem was established in 1991,
the banks participating in the
system had unlimited, uncollat-
eralized daylight overdraft facil-
ities. However, for a six-month

5See also the article by Markku Mal-
kaméki in the September 1991 issue of
the Bulletin.

6Marianne Palva (1992), "Suomen Pan-
kin sekkijariestelma ja maksuliike-
clearing" (The Bank of Finland's
interbank funds transfer system and
clearing system), in Suomen maksu-
ja selvitysjérjestelmét (Payment and
Clearing Systems in Finland), Suomen
Pankki A:84; English edition forthcom-
ing.

9
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trial period beginning 1 March
1993, the banks' accounts at the
Bank of Finland are subject to
daylight overdraft limits.

Banks with accessto central
bank liquidity credit are required
to put up collateral equivalent to
25 per cent of their overdraft lim-
its. Financial institutions whose
risks are not closely monitored
by the central bank are subject
to more stringent collateral re-
quirements.”

The justification for the par-
tial collateral requirement is that
banks generally use only a small
portion of their overdraft facility.
Furthermore, itis judged that the
efficient operation of the pay-
ment system requires the cen-
tral bank to carry a share of the
creditrisk.

In accordance with the
banks' own wishes, the com-
bined daylight credit limits
amount to FIM 18 billion. Prior to
the commencement of the trial
period, individual banks' day-
light overdrafts amounted to no
more than FIM 1-2.5 billion a
day on average. The largest in-
dividual overdrafts were FIM
5-7 billion.

Although it is still too early to
drawfinal conclusions about the
effects of the new limits and col-
lateral requirements on banks'
use of daylight credit, it seems
clear that there has been a re-
duction in the volume of daylight
overdrafts. Furthermore, the lim-
its have not caused any major
problems for the smooth flow of
payments.

RESERVE

REQUIREMENTS AND

MONETARY POLICY

In many countries banks are
required to keep a certain mini-
mum amount of reserves at the
central bank. Originally, such
reserve requirements were in-
tendedtoensurethat banks had
adequate liquidity, but they

In Germany, ltaly and Netherlands
overdraft facilities have to be fully col-
lateralized. in the new French system,
a limited part of the overdraft facility
will be uncollateralized. In Denmark,
the central bank offers some uncollat-

10 eralized intraday debt facilities.
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soon began to assume increas-
ing importance as a means of
regulating bank liquidity and
interest rates. The reserve re-
quirements became a tool
which could be used whenever
necessary for tightening or eas-
ing monetary conditions.

Nowadays, however, bank
liquidity can be regulated more
flexibly by means of open mar-
ket operations, so that mandato-
ry reserve requirements are no
longer necessary from this point
of view.

As a result of these develop-
ments, central banks have been
reducing or eliminating reserve
requirements in an effort tg
make banks more competitive.8
However, most central banks
stili consider minimum reserve
requirements to be an essential
part of their monetary operating
procedures. Although reserve
requirements are no longer seen
as a vehicle for directly control-
ling the money stock, they still
have a role to play as a vehicle
for facilitating control over short-
term interest rates.

The interbank overnight in-
terest rate, which is determined
by the supply of and demand for
reserves, is often used by cen-
tral banks as an immediate
(proximate) target for monetary
policy.

In order to employ the inter-
bank overnight rate as a proxi-
mate target, the central bank
must be able to foresee and off-
set unwanted changes in short-
term interest rates. This re-
quires, first of all, that the central
bank be able to strictly control
the interbank supply of reserves
over the short term, preferably
on a daily basis.

Secondly, it must be possi-
ble to forecast banks' demand
for reserves with great pre-
cision.” Reserve requirements
can be used to stabilize the de-
mand for reserves in the inter-
bank market and in this way

aFor example, the Federal Reserve has
lowered requirements on transactions
deposits and eliminated requirements
on time deposits. The central banks of
Switzerland, New Zealand, Australia
and Canada have eliminated their re-
quirements.

strengthen the impact of mone-
tary policy on short-term interest
rates. 0

In order to ensure the effi-
cacy of monetary control, the
terms applied to central bank
credit generally stipulate that ei-
ther no interest or only very low
interest be paid on bank re-
serves held at the central bank.
In contrast, the rate of interest
which banks have to pay on re-
serves borrowed from the cen-
tral bank is normally higher than
market rates and binding limits
are often placed on such bor-
rowing.

These restrictions are aim-
ed at preventing banks from us-
ing central bank credit for pur-
poses other than the temporary
smoothing of fluctuations in li-
quidity. Thus, the possibility of
banks to borrow from the central
bank does not nullify the latter's
ability to affect the money sup-
ply through open market opera-
tions.

RESERVE

REQUIREMENTS

AND THE PAYMENT

SYSTEM

Aslarge-value payment sys-
tems are the key mechanism for
the rapid transfer of bank re-
serves, it is important that the
monetary regime and the de-
sign of payment systems are
compatible with each other.

If the central bank imposes
no reserve requirements on the
banking system and pays no
interest on reserves, privately
determined clearing balances
(bank reserves) held in ac-
counts at the central bank tend
to be close to zero.

® These requirements are much easier to
satisfy in a floating exchange rate re-
gime than in a fixed exchange rate
one. Under fixed exchange rates, the
central bank's intervention in the for-
eign exchange market can cause un-
expected changes in the demand for
reserves.

10, . . . . )
This is especially true in systems which
permit some flexibility in meeting mini-
mum requirements. For example, in the
USA the requirements do not have to
be met daily; rather, a complicated
‘two-week'’ rule is applied.



In order to be able to run
a large-value payment system
smoothly, the central bank
would have to offer extensive
daylight overdraft facilities for
participants in the payment sys-
tem. If there are strict limits on
such overdrafts or if they have to
be fully collateralized, a large-
value payment system, in con-
junction with a zero interest rate
paid on reserves, could compli-
cate the execution of monetary
policy.

On the other hand, if the
central bank pays interest on
excess reserve balances, this
could lead to a much larger re-
serve base being held voluntar-
ily at the central bank. In that
case, the central bank might run
a large-value system for trans-
ferring these balances with little
or no provision of central bank
credit. An effective monetary re-
gime and an efficient large-val-
ue system would then be com-
patible with each other.

The general trend in reserve
systems has been to attempt to
increase the banks' holdings of
free reserves so as to reduce li-
quidity risk and dampen interest
rate fluctuations. The means
used to achieve this, in addition
to paying interest on excess
reserves, has been to limit
access to borrowed reserves
through quotas, administrative
sanctions, penalty interest rates
and collateral requirements.

THE BANK OF
FINLAND'S LIQUIDITY
SYSTEM

The Bank of Finland's call
money facility wasreplaced by a
new liquidity system on 3 July
1992. The liquidity system com-
prises call money deposits and
liquidity credits. Under the ar-
rangement, banks can make
call money deposits at the Bank
of Finfand or obtain liquidity
credit, the maturity of which can
be alternatively 1,7, 14,210r 28
days.

Interest rates on both call
money deposits and liquidity
credits are tied to the Bank of
Finland's tenderrate. The tender
rate is determined in the Bank's

variable- or fixed-rate tenders
for one-month instruments

In a variable-rate tender, the
banks make bids or offers in
terms of both the interest rate
and amounts of liquidity. The
tender rate is then determined
as the weighted average of the
accepted bids or offers. In fixed-
rate tenders, the Bank of Finland
sets the tender rate in advance
and the banks make bids or of-
fers for amounts only. So far, the
Bank of Finland has made use
primarily of variable-rate tenders.

One of the basic ideas un-
derlying the new liquidity sys-
tem is to induce banks to keep
free reserves, ie call money de-
posits, at the Bank of Finland in
sufficient quantities for them to
be used to dampen interest rate
fluctuations and reduce liquidity
risk. The first step taken to fur-
ther the attainment of this goal
was to raise the call money de-
posit rate closer to the level of
market rates.

Even more important, ac-
cess to the borrowing facility
was tightened by lengthening
the maturity of liquidity credit, as
compared to the former call
money facility. In principle, the
cost of liquidity credit can be
made so expensive as toinduce
banks to eliminate their intraday
credit by the end of the day. Fail-
ure to do so would mean that the
remaining debt would be con-
verted into expensive liquidity
credit.

The maturity of liquidity
credit is not, however, inde-
pendent of the prevailing envi-
ronment. For example, in a float-
ing exchange rate regime, ma-
turities can be shorter than in a
fixed exchange rate regime be-
cause the necessary automatic
responses of short-term interest
rates to currency flows are of a
smaller magnitude in the former
case.

Although from the viewpoint
of effective interest rate policy
short maturities could be ap-
plied to liquidity credit in a float-
ing exchange rate environment,
this might not necessarily be ex-
pedient. If the interest rate mar-
gin on liquidity credit is not wid-
ened substantially at the same
time as maturities are length-
ened, banks will have less in-
centive to hold sufficient call
money deposits. A fall in the av-
erage amount of free reserves
would reduce the stability of the
demand for reserves and in-
crease both the fluctuation of
the overnight interest rate and li-
quidity risk.

The parameters ofthe liquid-
ity system must be adjusted not
only from the standpoint of ef-
fective interest rate policy but al-
so in the light of the quantity of
reserves held by banks and the
behaviour of the overnight mar-
ket. The new liquidity system, in
which the call money deposit
rate is higher and the maturity of
liquidity credit longer than be-

CHART 2.

BANKS' CALL MONEY DEPOSITS AT
THE BANK OF FINLAND, MONTHLY AVERAGES
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CHART 3.

INTERBANK OVERNIGHT RATE,
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fore, has significantly increased
the level of free reserves in
banks' currentaccounts withthe
Bank of Finland (Chart 2). In the
period fromthe start of the mark-
ka's float to the end of February
1993, the banks' average call
money deposits have amounted
to FIM 1-1.5 billion.

This can be compared with
the old system, where, forexam-
ple, in the period January-June
1992, the corresponding figure
was only some FIM 700 million.
Furthermore, the degree of fluc-
tuation in the interbank over-
night interest rate appears to
have subsided since the new
system was put into operation
(Chart 3).

CONCLUSIONS

The Bank of Finland has tak-
enthefirst stepstoreduceriskin
its interbank funds transfer sys-

lateral requirements on intraday
credit. The future of the system
depends now on the willingness
of commercial banks to incur
these costs. The central bank
will, however, have to bear a
share of the burden by supply-
ing intraday credit on reason-
ableterms.

One aim in modifying the
Bank of Finland's liquidity sys-
tem was to induce banks to
hold larger amounts of free re-
serves in their current accounts
at the Bank of Finland. This
would help the Bank to run the
interbank funds transfer system
more safely. The results so farin
this respect have been largely
positive.

5 April 1993

tem by imposing limits and col-
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ITEMS

I
DECISION ON
STS-BANK
On 8 April 1993, the Govern-

ment Guarantee Fund approv-
ed the principles in accordance
with which STS-Bank's problem
loans, totalling approximately
FiM 3430 million, will be man-
aged. These loans willremainon
the books of STS-Bank while
its other business operations
will be transferred to Kansallis-
Osake-Pankki (KOP). The Fund
will be responsible for 90 per
cent and KOP for 10 per cent of
the credit losses and manage-
ment costs arising in connection
with the problem loans. Credit
losses are estimated to amount
to almost FIM 2 500 million.

As the amount of STS-
Bank's problem assets has turn-
ed out to be substantially great-
er than previously estimated,
KOP will pay a sum of FIM 75
million to the Fund as part of
the risk distribution related to
the arrangement.

STS-Bank will pay back the
state capital support of FIM 170
million it received earlier and
the security fund of the commer-
cial banks and Postipankki Oy
will transfer its assets, totalling
approximately FIM 342 million,
to the Government Guarantee
Fund.

STS-Bank will continue to
function as a commercial bank
but will focus exclusively on the
management of the problem
loans. All other assets will be
transferred to KOP. KOP will
retain ownership of STS-Bank
but the Government Guarantee
Fund will exercise actual control
of the bank under a separate
agreement. The aim is to imple-
ment the arrangement in May
1993. In this context, the name
of the bank and its articles of as-
sociation will be changed to cor-
respond to the change in the
bank's activities.



e ————————————————————
MONETARY AND FOREIGN EXCHANGE POLICY MEASURES FROM
APRIL 1992 TO MARCH 1993

1992

APRIL

Interest on cash reserve
deposits. As part of the
financial support package for
the banking sector, the
Parliamentary Supervisory
Board raises the rate of interest
payable on the banks' cash
reserve deposits at the Bank of
Finland by one percentage point
with effect from 1 April. The new
rate is 3-month HELIBOR less
two percentage points, not
however less than 8 per cent.
Call money credit rate. On

5 April, the Parliamentary
Supervisory Board extends the
powers of the Bank of Finland to
set interest rates. The maximum
call money credit rate is raised
from 50 per cent to 80 per cent.
The Government Guarantee
Fund. The law establishing the
Government Guarantee Fund is
approved by Parliament on 30
April. The purpose of the fund is
to help ensure the stability of
deposit banking and secure
depositors' claims. The fund is
authorized to use up to FIM 20
billion for these purposes.
Decisions on possible support
measures by the fund are taken
by the representatives of the
Ministry of Finance, the Banking
Supervision Office and the Bank
of Finland on the board of the
fund.

MAY

Base rate. As part of the
financial support package for
the banking sector, the
Parliamentary Supervisory
Board raises the Bank of
Finland's base rate by one
percentage point to 9.5 per cent
with effect from 1 May. As a

result of this decision, the banks
are allowed to raise the rate of
interest on loans that are tied to
the base rate by one percentage
point, but the Bank of Finland
recommends that the rise
should not be applied to rates
that are already 12 per cent or
more. Owing to an amend-
ment to the law on the tax relief
of deposits and bonds, the
base-rate rise does not apply to
interest rates on tax-exempt
deposits.

JUNE

Government Guarantee
Fund becomes new owner
of Skopbank. On 12 June, the
Parliamentary Supervisory
Board approves a deal whereby
Scopulus Oy, owned by the Bank
of Finland, sells its holdings of
Skopbank shares and preferred
capital certificates to the
Government Guarantee Fund.
Government offer of capital
for banks. Based on the
decision by the Government in
March to make available FIM 8
billion for investment in banks'
core capital, the Government
makes a formal offer of invest-
ment to the banks on 17 June.
Capital will be offered to Finnish
deposit banks according to their
size, as measured by risk-
weighted assets and off-
balance-sheet commitments
calculated according to BIS
standards. The capital will be
available at two dates, either in
August or in December,
depending on the preference of
the bank.

Government Guarantee
Fund supports the Savings
Bank of Finland. On 26 June,
the Government Guarantee
Fund decides to grant capital
support amounting to FIM 5.5

billion and a guarantee of FIM
1.7 billion to the Savings Bank of
Finland. The latter will be
established in autumn 1992 by
merging 41 savings banks.

JULY

The system for regulating
bank liquidity changes. The
Bank of Finland decides to
replace the existing call money
facility by a new system for
regulating the supply of bank
liquidity with effect from 1 July.
The new system differs from that
applied hitherto in that deposit
and borrowing rates are closer
to market interest rates and
move in line with changes in
market rates. In addition, the
Bank of Finland may, at its
discretion, extend the maturity of
liquidity credit from one day up
to four weeks.

Central banks of Finland
and EC countries
strengthen cooperation. The
central banks of the European
Communities and the Bank of
Finland decide on 15 July to
strengthen their monetary
cooperation. The primary means
of achieving this is a network of
credits available whenever
necessary to support the
foreign exchange reserves.

AUGUST

Government offer of capital.
Fifty-three savings banks and
four commercial banks
(Kansallis-Osake-Pankki,
Postipankki, Skopbank and
STS-Bank) accept, by 14
August, the offer of capital made
by the Government. The total
amount of capital raised is FIM
4.6 billion.
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SEPTEMBER

Floating of the markka. On 8
September, the Bank of Finland
decides to temporarily float the
markka because of continuing
pressure against the currency in
the foreign exchange market.
The decision is taken with the
consent of the Govern-

ment in accordance with the
Currency Act.

OCTOBER |

Tax-exempt deposits. On 16
October, the law on the tax relief
of deposits and bonds is
amended to grant tax-exempt
status to 36-month fixed-rate
deposits providing the interest
rate on them is not more than the
Bank of Finland's base rate less
one percentage point and they
are made between 1 September
1992 and 31 December 1993.
The tax-exempt status of
24-month deposits is extended
to apply to deposits made up to
the end of 1994,

Cash reserve requirement.
The Bank of Finland raises the
banks' cash reserve requirement
from 3.7 per cent to 4.0 per cent
of the cash reserve base at
end-September.

Termination of payments
agreement. The payments
agreement between Finland and
Bulgaria is terminated on 16
October. iImmediately after this,
the effecting of clearing
payments is discontinued, the
clearing accounts are closed
and there is a changeover to the
use of convertible currencies in
trade between the two countries.

NOVEMBER

Amendment to the Currency
Act. On 13 November, section 2
of the Currency Act is amended
s0 as to enable the Government,
on the basis of a proposal of the
Bank of Finland, to authorize the
Bank to abandon the limits on
the markka's range of fluctuation
for an indefinite period. In
addition, the Government can
cancel such authorization, after
14 taking into consideration the
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conditions prevailing in the
money and foreign exchange
markets. Prior to making the
decision, the Government must
request the opinion of the Bank
of Finland on the matter.
Decision to continue the
floating of the markka. On
13 November, the Government,
in accordance with the
amendment to the Currency Act,
decides to authorize the Bank of
Finland to continue the floating
of the markka.

Letter of intent between the
Government Guarantee
Fund and Kansallis-Osake-
Pankki. On 24 November,
Kansallis-Osake-Pankki buys
the majority shareholding in
STS-Bank Lid from the STS
Foundation. On the same date,
the Government Guarantee
Fund and Kansallis-Osake-
Pankki sign a letter of intent on
the establishment of an asset
management company ("bad
bank") for the management of
STS-Bank's bad loans. The
agreement is conditional on the
Act on the Government
Guarantee Fund being amended
to permit the establishment of
such a company.

Cash reserve requirement.
The Bank of Finland raises the
banks' cash reserve requirement
from 4.0 per cent to 4.5 per cent
of the cash reserve base at
end-October.

Till-money credits. The Bank
of Finland revises the base
amounts, the share of banks'
till-money holdings which is not
financed by the Bank of Finland
under the till-money credit
arrangement. The combined
total of base amounts is raised
to 20 per cent of currency in
circulation with the public. The
combined total of the banks'
base amounts rises by FIM 597
million and amounts to FIM 1 791
million as from the last business
day in November.

DECEMBER

Government offer of capital
to banks. Two commercial
banks (Union Bank of Finland
and Okobank), 14 savings

banks and 57 cooperative banks
accept, by 16 December, the
offer of capital made by the
Government. The total amount
of capital raised in this context if
FIM 3.3 biliion.

Government Guarantee
Fund grants support to
Skopbank and the Savings
Bank of Finland. The
Government Guarantee Fund
decides, on 22 December, to
grant capital support totalling
FIM 1.5 billion to Skopbank and,
on 30 December, to grant capital
support totalling FIM 4.7 billion
to the Savings Bank of Finland.
Cash reserve requirement.
The Bank of Finland raises the
banks' cash reserve requirement
from 4.5 per cent to 5.0 per cent
of the cash reserve base at
end-November.

1993

JANUARY

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
9.5 per cent to 8.5 per cent with
effect from 1 January.

Cash reserve requirement.
The Bank of Finland raises the
banks' cash reserve requirement
from 5.0 per cent to 5.5 per cent
of the cash reserve base at
end-December.

Interest on cash reserve
deposits. The Bank of Finland
decides to lower the rate of
interest paid on cash reserve
deposits as from 1 January in
accordance with the current
cash reserve agreement. The
new interest rate will be 3
percentage points below
three-month HELIBOR, however
not less than 8 per cent.

Swap agreement between
the Nordic central banks.
The Nordic central banks decide
to revise and substantially
enlarge their agreement on
shori-term currency support,
which has been in force since

1 January 1984. The revised
agreement enters into force on

1 January for an indefinite
period.



New legislation on foreign
ownership. The 1939
Restriction Act is repealed at the
end of December, and new
legislation lifting the restrictions
on foreign ownership of Finnish
companies enters into force on
1 January. The new legislation
also liberalizes the acquisition of
real estate by foreigners.

FEBRUARY

Monetary policy. The Bank of
Finland specifies the guidelines
in accordance with which
monetary policy will be
conducted over the next few
years. The aim is to stabilize the
rate of inflation, measured by the
annual rise in consumer prices,
permanently at two per cent by
1995. Inflation will be measured
by the consumer price index;
however, changes due to public
charges, taxes and develop-
ments in housing prices will

not be taken into account in
monetary policy.

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
8.5 per centto 7.5 per cent with
effect from15 February.

Finnish State guarantees
banks” operations. On 23
February, Parliament
unanimously approves a
resolution requiring the Finnish
State to guarantee that Finnish
banks meet their commitments
under all circumstances. At the
same time, Parliament
undertakes to grant the
Government whatever funds and
powers might be necessary for
this purpose.

MARCH

Organization of the Govern-
ment Guarantee Fund. The
internal organization of the
Government Guarantee Fund is
changed on 11 March. The
changes are designed to
improve the Fund's prerequisites
for providing bank support. The

main changes are: (1) the board
of management of the Fund
comprises at most five
members, at least one of whom
represents the Ministry of
Finance; the Parliamentary
Supervisory Board of the Bank of
Finland continues to function as
the Fund's supervisory body and
eg appoints the members of the
board; (2) the Fund has a
full-time manager and other
necessary full-time staff; and (3)
the Fund assists the Ministry of
Finance in the preparation of
decisions concerning the use of
funds set aside for bank support
in the state budget; the
Government makes decisions
on support measures.
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LAND, CLIMATE AND

POPULATION

Finland covers an area of more
than 338 000 square kilometres. The
total area is slowly increasing because
of the steady uplift of the land since
the last glacial era. The country shares
frontiers with Sweden in the west, Nor-
way in the north and Russia in the east
and has a coastline bordered by the
Baltic Sea in the south and west. Agri-
cultural land accounts for 8 % of the
total area, forest and other wooded
land for 69 % and inland waters for
10%. Located between latitudes 60°
and 70° north, Finland has warm sum-
mers and cold winters. Helsinki on the
south coast has an average maximum
temperature of 22° C (72° F) in July and
—4°C (25° F) in February.

Finland has a population of
5055 700 (1 January 1993) and an aver-
age population density of 16.6 per
square kilometre. The largest towns are
Heisinki (Helsingfors), the capital, with
502000 inhabitants, Espoo (Esbo)
178850, Tampere  (Tammerfors)
175 300, Turku (Abo)160200 and Van-
taa (Vanda) 159 300.

There are two official languages:
93.4 % of the population speaks Finn-
ish as its mother tongue and 5.9 %
Swedish. There is a small Lapp popu-
lation in the north. Finnish is a member
of the small Finno-Ugrian group of lan-
guages, which also includes Estonian
and Hungarian.

FORM OF

GOVERNMENT

Finland is a parliamentary democ-
racy with a republican constitution.
From the twelfth century to 1802 Fin-
land was part of the Kingdom of Swe-
den. In 1809, Finland was annexed to
Russia as an autonomous Grand
Duchy with the Tsar as Grand Duke. On
6 December 1917 Finland declared her
independence. The republican consti-
tution adopted in 1919 remains essen-
tially unchanged today.

The legislative power of the coun-
try is exercised by Parliament and the
President of the Republic. The su-
preme executive power is vested in the
President, who is elected for a period
of six years. The President for the cur-
rent term, 1 March 1988 to 1 March
1994, is Dr Mauno Koivisto.

Parliament, comprising 200 mem-
bers, is elected by universal suffrage
for a period of four years. Foilowing the
parliamentary elections of 1991, the
seats of the various parties in Parlia-
ment are distributed as follows:

Centre Party 55; Social Demo-
cratic Party 48; National Coalition Party
40; Left-Wing Alliance 19; Swedish Peo-

16 ple's Party 12; The Greens 10; Christian
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League 8; Rural Party 7; and Liberal
Party of Finland 1.

Of the 17 ministerial posts in the
present Government appointed in April
1991, 8 are held by the Centre Party, 6
by the National Coalition Party, 2 by the
Swedish People's Party and 1 by the
Christian League. The Prime Minister is
Mr Esko Aho of the Centre Party.

Finland is divided into 461 self-
governing municipalities. Members of
the municipal council are elected by
universal suffrage for a period of four
years.

INTERNATIONAL

RELATIONS

Finland became a member of the
BIS in 1930, the IMF in 1948, the IBRD
in 1948, GATT in 1950, the UN in 1955,
the Nordic Council in 1955, the IFC in
1956, IDA in 1960, EFTA in 1961, the
ADB in 1966, the OECD in 1969, the IDB
in 1977, the AfDB in 1982, the MIGA in
1988 and the Council of Europe in
1989.

Having abolished most quantita-
tive restrictions on foreign trade in
1957, Finland first took part in Euro-
pean free trade arrangements under
the auspices of EFTA in 1961. Imports
from the USSR were also progressively
freed from customs duties. Finland's
free trade agreement with the EEC
entered into force in 1974 and agree-
ments for the removal of trade barriers
were concluded with several eastern
European countries as well. In spring
1992, Finland signed the agreement on
the European Economic Area (EEA)
between the member countries of EFTA
and the European Community, and
submitted her application for member-
ship of the European Community. Citi-
zens of the five Nordic countries,
Denmark, Finland, Iceland, Norway
and Sweden, have enjoyed a common
labour market, a passport union and
reciprocal social security benefits since
the mid-1950s.

Finland's development co-
operation programmes channe! assis-
tance via international organizations
and, bilaterally, to a number of African,
Asian and Latin American countries.

THE ECONOMY

Output and employment. Of the
gross domestic product of FIM 440 bil-
lion in basic values in 1991, 3 % was
generated in agriculture and fishing,
2% in forestry, 21 % in industry, 8 % in
construction, 10 % in trade, restaurants
and hotels, 8 % in transport and com-
munications, 4 % in finance and insur-
ance, 22 % in other private services
and 21 % by producers of government
services. Of total employment of 2.3
million persons in 1991, 8 % were

engaged in primary production, 29 %
in industry and construction and 63%
in services,

In 1991, expenditure on the gross
domestic product in purchasers' values
amounted to FIM 503 billion and was
distributed as follows: net exports
-06 % (exports 21.8 %, imports
-22.4 %), gross fixed capital formation
23 %, private consumption 55% and
government consumption 24%. Fin-
land's gross tax ratio (gross taxes in
relation to GDP) was 37 % and the net
{ax ratio (net taxes in relation to GDP)
20 %, which is about the average for
OECD countries.

Average annual (compounded)
growth of real GDP was 4.7 % in the
period 1950-59, 5.0 % in 1960-69,
3.7 % in 197079, 3.7 % in 1980-89 and
4.0 % in 1950-91. Finland's GDP per
capita in 1991 was USD
24 800.

Foreign trade. OECD countries
absorb the bulk of Finnish merchan-
dise exports. In 1988-92, their share
was, on average, 78.1 per cent, of
which the share of EC countries was
47.7 percentage points and that of
EFTA countries 20.2 percentage points.
Over the same period, Finland's
exports to East European countries
(including the Soviet Union) accounted
for 14.4 per cent and the rest of the
world for 9.6 per cent. The regional dis-
tribution of Finland's merchandise
imports has been quite similar to that
of exports.

In 1992, the share of forest industry
products In total merchandise exports
was 38 %, the share of metal and engi-
neering products 43% and the share
of other goods 19 %. Raw materials
and intermediate goods (incl. crude oil)
accounted for 62% of merchandise
imports, fuels for 4 %, investment
goods for 14 % and consumption
goods for 22 %.

Forest resources. Finland has
fairly abundant forest resources, but
only limited amounts of other raw mate-
rials. The growing stock comprises
1880 million cubic metres, of which
45 % is pine, 37 % spruce and 18 %
broad-leaved species, chiefly birch.

The annual growth increment
totals 79 million cubic metres and the
total drain calculated on the basis of
commercial felings was 43 million
cubic metres in 1991.

Energy. In 1991, gross consump-
tion of primary energy amounted to 30
Mtoe, of which industry accounted for
44.%, heating for 22 %, transportation
for 14 % and other purposes for 20 %.
The sources of primary energy in 1991
were as follows: ail 29 %, coal 12 %,
nuclear power 15 %, hydro-electric
power, peat and other indigenous



sources 30 %, others 14 %. Compared
internationally (1990), Finland's con-
sumption of 5.8 toe (OECD definition)
per capita was 1.8 times higher than
the average in European OECD coun-
tries. The self-sufficiency rate (includ-
ing nuclear power) in Finland was
39 %, as compared with 60 % in west-
ern Europe on average.

FINANCE AND BANKING

Currency. Finland has had its own
monetary system since 1865. The cur-
rency unit is the markka (plural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennié (singular: penni). From
1 November 1977 to 7 June 1991 the
external value of the markka was offi-
cially expressed in terms of a trade-
weighted currency index, which was
permitted to fluctuate within a pre-
scribed range (from 30 November 1988
the range was 6 percentage points).
From 7 June 1991 to 7 September 1992,
the markka was pegged to the Euro-
pean Currency Unit, the ECU. The fluc-
tuation margins and the midpoint were
set so as to correspond to the fluctua-
tion margins and midpoint of the old
currency index. The midpoint was first
487580 (FIM/ECU). Owing to the
devaluation of the markka on 15
November 1991, the midpoint was
increased to 5.55841 and the fluctua-
tion limits to 5.39166 and 5.72516. On
8 September 1992, the Bank of Finland
decided to temporarily abandon the
limits of the fluctuation range and allow
the markka to float. On 13 November
1992, the Government, on the basis of
the amended Currency Act, authorized
the Bank of Finland to float the markka
for an indefinite period.

The Central Bank. The Bank of Fin-
land (Suomen Pankki - Finlands Bank),
founded in 1811, operates under the
supervision of the Parliamentary Super-
visory Board, the nine members of which
are entrusted with overall supervision of
the Bank and certain specific decisions
such as fixing the Bank's base rate and
the limits for other rates. The Governor
and a maximum of five other Members
of the Board of Management are
appointed by the President of the
Republic. The Board manages all affairs
not expressly entrusted to the Parlia-
mentary Supervisory Board, including
the terms of banks' central bank finance,
open market operations, intervention in
the foreign exchange market and deter-
mination of the external value of the cur-
rency within the fluctuation limits. The
powers vested in the Bank and its inde-
pendence of the Government make the
Bank of Finland one of the world's
stronger central banks. In practice, the
Bank lizises closely with the Govern-
ment, so as to coordinate economic pol-
icy. The Bank of Finland has a head
office in Helsinki and 8 branch offices in
other towns.

Other banks (31 December 1992).
Finland has three major groups of
deposit banks with a total of about 2 700
offices. There are three big commercial
banks with national branch networks
and ten smaller ones, two of which are
foreign-owned. The commercial banks
have a total of 29 foreign branches, sub-
sidiaries and associate banks and 31
representative offices abroad. There are
41 savings banks and 310 cooperative
banks with their own extensive branch
networks. In addition, foreign banks
have three branches and eight repre-
sentative offices in Finland.

Financial market. Of the total
stock of FIM 776 billion in outstanding
domestic credit at the end of 1991,
62 % was provided by deposit banks
3 % by private mortgage banks, 17 %
by insurance companies, 4 % by other
private credit institutions, 4 % by public
financial institutions and 9 % by the
state, local authorities and social
security funds. There are no quantita-
tive restrictions or interest rate limita-
tions on lending. Regulation of bank
lending rates was progressively
relaxed earlier in the 1980s and finally
abolished in 1986.

In the money market, 75 % of the
instruments, which totalled approxi-
mately FIM 158 billion at end-1992,
were negotiable instruments such as
bank certificates of deposit, commer-
cial paper, Treasury notes and local
authority paper. Funds raised through
bank trust departments and non-nego-
tiable bank debt instruments make up
the bulk of non-negotiable instruments.
In its open market operations, the Bank
of Finland deals in bank certificates of
deposit and also issues its own certifi-
cates of deposit.

There are 63 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 64
billion (at end-1992). Two foreign com-
panies are also quoted. Domestic
bonds and debentures in circulation at
end-1992 totalled FIM 162 biltion; gov-
emnment bonds made up 27 % of the
total. Turnover on the Stock Exchange
in 1992 amounted to FIM 26 billion; the
share of shares and subscription rights
in the total was approximately 40 %.
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1. THE BALANCE SHEET OF THE BANK OF FINLAND
1.1 THE BALANCE SHEET OF THE BANK OF FINLAND,

MILL FIM
1992 1993
31 Dec. 8 March 15 March 23 March 31 March
ASSETS
Gold and foreign currency daims 29517 27 993 26784 28 001 27 534
Gold 2180 2180 2180 2180 2180
Special drawing rights 564 660 663 658 655
IMF reserve tranche 1732 1989 1997 1981 1974
Convertible currencies 25041 23164 21944 23182 22725
Other foreign daims 4867 4927 4930 4918 4916
Markka subscription to Finland's IMF quota 4 464 4 464 4464 4464 4 464
Term credit 404 463 467 455 452
Claims on finemdial institutions 14 595 13761 15833 12 390 12 861
Liquidity credits 1585 1687 1298 890 171
Certificates of deposit 3930 2144 1651 1103 898
Securifies with repurchase commitments 4 408 4785 7745 5259 6671
Term credits 100 - - - 500
Till-money credits 2872 3511 3511 3511 2994
Bonds 1462 1396 1389 1389 1389
Other claims on financial institutions 238 238 238 238 238
Claims on the public seclor 2 446 2121 2121 1954 1954
Loans to the Government Guarantee Fund 1000 668 668 500 500
Total coinage 1446 1453 1453 1454 1454
Claims on corporutions 1458 1416 1 406 1 405 1397
Financing of domestic deliveries (KTR) 747 705 695 694 686
Other claims on corporations 711 711 71 711 711
Other Assets 10925 9617 9617 92619 9618
Loans for stabilizing the money market 9474 9474 9474 9474 9474
Accrued items 1298 - - - -
Other assets 153 143 143 145 144
Capitalized expendiiures and losses due fo
safeguarding the stability of the money
market 1700 1700 1700 1700 1700
Total 65 509 61535 62 392 59 987 59 979
LIABILITIES
Foreign currency liabilities 101 206 227 203 204
Convertible currencies 101 206 227 203 204
foreign liahilities 7764 5641 5646 5637 5632
IMF markka accounts 4 464 4464 4 464 4464 4 464
Allocations of special drawing rights 1026 1178 1183 1173 1169
Other foreign liabilities 2274 - - - -
Notes and coin in circulation 14 508 13 860 13769 13 666 13720
Nofes 13209 12573 12 485 12 381 12436
Coin 1299 1286 1284 1285 1284
Ceriificutes of deposit 4 880 10290 11 500 9010 10270
Liabilities fo finandal instiivtions 20 000 14 839 15159 15775 14728
Call money deposits 2135 32 352 968 29
Term deposits 4700 - - - -
Cash reserve deposits 13165 14 806 14 806 14 806 14 698
Other liabilities to financial institutions - 1 1 1 1
Liabilities fo the public sector 90 91 91 102 102
Cheque accounts 72 4 4 15 1
Deposits of the Government Guarantee Fund 18 87 87 87 101
Other liobilities to the public sector - - - - -
Liabilities fo corporations 3362 2613 2 603 2559 2519
Deposits for investment and ship purchase 3362 2613 2 603 2 559 2519
Other liabilities 4399 164 157 157 157
Accrued items 4242 - - - -
Other liabilities 156 164 157 157 157
Valeation account and reserves 4 642 8067 7 475 7114 6 883
Capltal accounts 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
Profit/loss for the accounting year - - - - -
S2 Totul 65 509 61535 62 392 59987 59979
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL, FIM
::‘ﬂ:'d Forelgm sector P ublic sector
Gold  Special LMF Convert- Comveri- Tied Foreign Othor Ne? Clalms Liabil- Net
drawing reserve ible ible corren- oxchauge daims, cdaims ities claims
rights franche curren- resorves, cles, not reserves, net ({7+8) {10-11)
des, net tofal fofal
{(1+2+3+4) (5+6)
1 2 3 4 5 6 7 8 9 10 11 12

1988 2128 1120 940 24373 28561 945 29506 1117 30623 1128 1903 -775
1989 2179 966 950 18780 22875 -564 22312 440 22752 1137 5325-4188

1990 2180 791 783 33451 37205 -882 36324 -364 35960 1314 1321 -7
1991 2180 932 1136 29336 33584 33 33616 -412 33204 1375 3 1372
1992 2180 564 1732 24940 29416 -7 29416 -2897 26519 2446 90 2356
1992

March 2180 1198 1201 28522 33101 24 33124 -532 32592 1383 4 1379
April 2180 1199 1242 22981 27602 21 27622 -540 27082 1387 4 1383
May 2180 1045 1235 27547 32007 17 32025 -545 31480 1397 4 1393
June 2180 1007 1200 26724 31111 14 31125 -538 30587 2920 4 2916

July 2180 942 1280 27033 31435 8 31443 -526 30917 2904 4 2900
Avg. 2180 861 1195 18830 23066 0 23066 —2449 20617 4404 4 4400
Sept. 2180 1001 1328 22470 26979 -7 26970-11206 15764 8480 38 8442
Oct. 2180 1025 1360 29610 34175 - 34175-11797 22378 8507 51 8456
Neov. 2180 552 1908 33474 38114 - 38114 ~-2858 35256 1466 6173 -4707
Dec. 2180 564 1732 24940 29416 - 29416 —2897 26519 2446 90 2356
1993
Jan. 2180 595 1829 27247 31851 - 31852 -661 31191 2449 92 2357
Feb. 2180 655 1972 23778 28585 - 28585 -710 27875 2121 90 2031
March 2180 655 1974 22521 27330 - 27330 -716 26614 1954 102 1852
::‘.1 :I‘ Domestic finuncial sector Corporate sector
Torm Liquidity Cash Till-money Other Net Claims  Special Net Notes Oul-
cl:l-lo- on reserve -"o.dllllo claimson calms inthe d Hs claims and llﬂlh‘."ll..‘

loposit ¢ d:"p:c“ll .d':ulls b:n.k'll' f}-ulnl (:::I':: lomo: and other (19+20) :Ini- ¢D|l. swed
anl J posit nstie- sped Homs, -
" banks tHons, net 17) ﬁl.nl.ng ] I-ll'lﬂo'n bv’l H:I--nd

13 14 15 16 17 18 19 20 2 22 23
1988 7187 335 -19039 2920 3733 -4864 2823 -6579 -3756 11550 1130
1989 33230 -531 -25506 3310 2248 12751 2000-10604 -8604 13129 -
1990 9411 -418 - 17401 3427 2317 -2664 1477 -9724 -8247 14555 -
1991 11882 -2206 -10361 3528 2003 4846 1086 -6854 —-5768 14528 8880
1992 3738 -550 -13165 2872 1700 -5405 747 -2651 -1904 14508 4880

1992

March 3508 -219 -9783 3521 1925 - 1048 995 -5287 -4292 14243 13030
Aprll 11306 -1997 -985 3917 1899 5269 967 — 4513 -3546 13822 16450
May 8562 -750 -9851 3709 1923 3593 946 -3775 —-282%9 13787 20600
June 10380 -152 -9773 3483 1882 5820 904 -4022 -3118 13896 21790
July 14304 -7507 -9812 3654 1818 2457 882 -3851 -296%9 13790 19350
Aug. 15914-13405 -9772 3534 1794 -1935 861 —3527 -2666 13562 6930
Sepk. 13354 -—811 -9762 3450 1758 7989 832 -3412 -2580 13459 13720
Oct. 5520 -219 -10421 3432 1748 60 807 —-3315 -2508 13493 12540
Nev. 9211 1875 -11900 2778 1737 3701 787 3238 -2451 14062 14885
Dec. 3738 -550 -13165 2872 1700 -5405 747 -2651 -1904 14508 4880

1993

Jun. 6804 -3732 -14734 3023 1665 —-6974 728 -2072 -1344 14906 6710
Feb. 7448 -690 -14806 3511 1639 -2898 710 -1915 -1205 13840 7220
March 8069 142 -14698 2994 1626 -1867 686 -1808 -1122 13720 10270

! Call money claims on deposit banks, net, until 2 July 1992.
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2. THEBANK OF FINLAND'S OPERATIONS IN THE MONEY AND
FOREIGN EXCHANGE MARKETS AND THE BANKS' FORWARD
EXCHANGE POSITION

2.1 BANKS' LIQUIDITY POSITION 2.2 THE BANK OF FINLANDS
AT THE BANK OF FINLAND, MmiLL. Fim CASH RESERVE SYSTEM
Average of Call Liquidity Liquidity End of Cash Ordinary Additional
dally money credits’ pesition, perled reserve ofwhich: cash roquirement
observations  depesits nef' deposits additienal reserve
(1-2) deposiis requl
mill. FIM %
1 2 3 1 2 3 4
1988 621 127 494 1988 19039 . 7.6 .
1989 46 369 47 1989 25506 3159 8.0 1.1
1990 806 132 674 1990 17401 . 7.0 .
1991 881 985 ~103 1991 10361 . 4.0
1992 2103 437 1666 1992 13165 . 5.0
1992 1992
March 327 102 225 April 9856 3.7
April 1008 1323 -315 May 9851 3.7
May 486 141 345 June 9773 3.7
June 715 45 669 July 92812 3.7
July 3540 26 3514 Avg. 9772 37
Avg. 8895 0 8 894 Sept. 9762 3.7
Sept. 3974 1687 2287 Oct. 10421 4.0
Oct. 2191 876 1314 Nev. 11900 45
Novwv. 1512 296 1215 Dec. 13165 5.0
Dec. 1193 640 553
1993
1993 Jan. 14734 55
Jan. 1511 594 917 Feb. 14806 55
Feb. 1305 23 1282 March 14698 55
March 416 1008 -592 April . 55
' Call money credits and call money position until 2 July 1992.
2.3 THE BANK OF FINLAND'S MONEY MARKET TRANSACTIONS, miiL. Fim
During Perchuases Sales Matered Money market
period of money of money money transactions, net
market market market {1-2-3)
imstruments instruments instruments,
net
1 2 3 4
1988 13 840 19190 -16850 11500
1989 131110 3855 99 245 28010
1990 163 326 26 379 160797 -23850
1991 109 568 30380 81 969 -2781
1992 76 230 137 940 —49 457 -12253
1992
March 2000 9420 ~-5290 -2130
April 11310 17 310 -9200 3200
May 6630 15240 1930 -10540
June 8200 14 860 -6 600 -60
July 11700 13300 -9798 8198
Avg. 6520 7 650 —14 659 13529
Sept. 4300 19 920 -5930 -9690
Ocl. 1760 10740 -2 060 -6920
Nov. 8030 7570 -1980 2 440
Dec. 12070 5680 3040 3350
1993
Jan. 5490 5400 3890 -3800
Feb. 6 500 8 340 -260 -1580
S4 March 10470 12750 4 660 -6940

Bulletin 4+ 93



2.4 THE BANK OF FINLAND'S TRANSACTIONS IN CONVERTIBLE CURRENCIES, MiLL. Fim

Intervention in the foreign exchange market Spot Contral
frunsactions government’s
Derd Spot Forward exchange related foreign
porla p-r’er'um sales intervention= toforward exchange
change in forward coniracts, fransactions,
exchange position net net
1 2 3 4 5
1991 35120 -69 940 -14820 12820 12 260
1992 20 050 -70640 ~1650 390 45060
1992
Feb. - -4000 4280 —4240 7150
March 50 -250 1200 -1200 1250
April 2960 -16 650 -279%90 1 650 6 040
May 3870 - 500 -320 930
June 1480 -2380 2530 3390 5370
July 470 -5790 1450 -1590 3760
Avug. 110 -17700 -6110 6 350 3170
Sept. - —20880 ~14 860 11610 2 800
Oct. 5870 - 670 -2210 3510
Novw. 4530 - 6190 -6610 13020
Dec. - -2990 5100 -5710 -1200
1993
Jan. - -9390 -440 -580 12 660
Feb. - -8830 3600 -2000 7870
2.5 FORWARD EXCHANGE MARKET, miLL.Fim
End of Banks' forward positions with
il Domestic companies Foreign Bank Total, net
bunks, net of Finland, net (3+4+5)
Forward exchange Forward exchange Net
bowghtbybawks  sold by banks (1-2)
1 2 3 4 5 6
1988 16 488 1543 14 946 2086 -377 23 654
1989 10531 3563 6967 8031 205 15204
1990 11 609 4979 6631 10100 -6098 10633
1991 33004 36 352 -3348 2 550 8953 8155
1992 39195 32939 6256 -11197 7133 2192
1992
Feb. 31502 25516 5987 2 441 3774 12202
March 27 850 22720 5130 5216 2937 13283
April 29812 27 586 2227 —-423 5815 7619
May 29 457 24 458 4999 408 5531 10938
June 28 942 28750 192 4412 807 5411
July 27 567 29 494 - 1927 4013 1328 3414
Avug. 25 399 34767 -9 368 421 7933 -1014
Sopt. 34168 45232 -11065 -9827 20158 -734
Oct. 37048 38 820 177 -10681 17 921 5469
Novw. 40986 35550 5436 -11623 11617 5430
Dec. 39195 32939 6256 -11197 7133 2192
1993
Jan. 35125 32711 2414 -9056 6433 -209
Feb. 33968 32896 1072 -8308 2 585 —4 651 S5
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3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED

BY THE BANK OF FINLAND, per CENT

Average of Infer-bank Bank of Finland
::'i'lv-'oh . M;l.llﬂ HELIBOR rates
3 6 12 Liquidity Call Base
month months months m crodit mol rafe
rate’ doposht
rute
1 3 4q 5 6 7 8
1988 8.47 9.77 9.97 10.16 10.50 11.50 7.04 7.63
1989 10.21 12.32 12.53 12.61 12.72 13.40 4.00 7.67
1990 10.57 13.63 13.99 14.16 14.39 15.00 4.00 8.50
1991 14.89 13.64 13.07 12.69 12.53 15.48 4.00 8.50
1992 13.32 13.49 13.27 13.08 12.96 14.90 7.41 917
1992
March 14.27 12.95 12.38 12.08 11.99 15.00 4.00 8.50
April 17.24 15.94 14.21 13.38 13.04 15.00 4.00 8.50
May 14.39 14.05 13.73 13.28 13.10 15.00 4.00 9.50
June 13.58 13.58 13.70 13.83 13.76 15.00 4.00 9.50
July 13.47 13.45 13.96 14.19 14.07 14.37 12.13 9.50
Avg. 15.02 15.25 15.09 14.97 14.69 16.84 14.65 9.50
Sepi. 16.65 17.79 16.41 15.29 14.71 19.15 13.43 9.50
Oct. 12.23 13.34 13.37 13.32 13.39 14.69 8.96 9.50
Nov. 10.66 11.04 11.50 11.63 11.72 12.03 8.03 9.50
Dec¢. 10.20 10.55 10.68 10.70 10.70 11.69 7.69 9.50
1993
Jan. 10.20 10.53 10.64 10.63 10.57 11.49 7.49 8.50
Feb. 8.47 9.16 9.19 9.22 9.30 10.34 6.34 8.00
March 9.13 8.99 8.90 8.69 8.62 9.96 5.96 7.50
! Call money credit rate unfil 2 July 1992,
3.2 THE BANK OF FINLAND'S 3.3 WEIGHTED EURORATES
LIQUIDITY FACILITY AND COMMERCIAL
ECU INTEREST RATE, PR CENT
The Bank l.irld- id- Call Avera, ECU 3 Commercial
of wo.l money ofdull'y. curroncies [ (1]
Finland s L] s do.zc- obser-
tonder Infor- mator- vations 3 months
rate, % estrate ity, infer-
margin,  days ost 1 2 3
Hopslu morgin, 1988 6.9 6.0 6.9
%-pelnts 1989 9.3 8.4 9.3
1 2 3 4 1990 10.5 9.1 10.4
1991 10.1 8.5 9.9
1992 1992 10.4 7.8 10.6
July 13.37 July +1.00 7 -1.00 1992
Avg. 1584 | Awg. +1.00 14 ~2.00 10.3 8.2 10.2
Sept. 18.15 Sept. +1.00 14 -5.00 April 103 8.2 10.2
Oct. 13.69 Ocl. +1.00 7 -3.00 May 102 81 ]0:2
Nov. 11.03 | New.  +1.00 7 -300 jyme 10.4 8.0 10.5
Dec. 10.69 Dec. +1.00 7 -3.00 July 10.7 7.9 10.8
Avg. 10.9 8.0 11.1
1993 Sept. 11.0 7.5 11.6
Jan. 10.49 Jan, +1.00 7 —-3.00 Oet. 10.3 7.2 11.1
Feb. 9.34 Feh. +1.00 7 -3.00 Now. 9.9 7.3 10.4
March 8.96 March +1.00 7 -3.00 Dec. 10.3 7.2 10.9
1993
8March  8.95 Jan. 9.9 6.8 10.1
22 March 8.97 Feb. 9.9 6.6 9.6
25 March 8.98 March 9.3 6.4 9.2
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3.4 RATES OF INTEREST APPLIED BY BANKS, perCENT

'A.v:r-go Lending Markka deposiis and other markka fending
Fed New crodits londiey Ofwhich: menth momth  func”  reteol” roreel reteol
Cheque BDillsof Loans Noew rate  Com- fax-  tex i i i
account  ex- lending, mer- oxempt exem deposits, on omother onmarkka
and change total clal deposits’ ! max. deposits fonding funding
algl hanks rate of
crodits interest’
1 2 3 4 5 & 7 8 9 10 11 12
1988 1022 1227 10.50 10.72 9.88 9.74 8.00 . 3.75 5.24 980 6.20
1989 12.97 13.47 11.58 12.07 10.56 10.40 7.50 . 4.50 5.67 11.92 7.37
1990 1324 1562 13.33 13.85 11.84 11.61 7.50 . 4.50 6.43 13.55 8.41
1991 13463 1588 1340 13.84 12.08 11.80 7.50 . 4.50 7.10 13.22 8.97
1992 14.04 1586 13.32 13.75 1246 12.13 7.50 8.50 4.50 7.41 12.84 9.14
1992
Feb. 13.79 1558 12.96 13.47 12.00 11.76 7.50 . 4.50 7.21 12.15 8.67
March 1421 1573 13.36 13.81 11.97 11.70 7.50 . 4,50 7.23 12.32 8.77
April 1231 1624 13.75 14.06 12.08 11.76 7.50 . 4.50 733 13.09 9.16
May 1534 1559 13.82 1422 1250 1221 7.50 . 4.50 7.42 12.95 9.12
Jume 15.17 1547 14.04 1439 12.61 1229 7.50 . 4.50 7.42 12.94 9.15
July 1596 16.19 14.06 1456 12.63 12.29 7.50 . 4.50 7.55 12.94 9.26
Avg. 1621 16.56 1433 1481 12.81 12.52 7.50 4.50 7.71 13.64 9.68

Sept. 1656 16.94 1452 1500 13.01 1272 750 8.50 4.50 7.80 1439 1003
Ocl. 1670 1629 13.76 1429 1287 1243 7.50 8.50 4.50 7.66 13.1] 9.4]
Nowv. 1418 1574 13.10 13.47 1270 1226 750 850 4.50 7.41 1226 899
Dec. 12463 1499 11.64 11.98 1234 1193 750 8.50 4.50 7.06 11.78 8.62

1993 2 2 9 2
Jan.* 12.06° 15.36" 12.2512.38" 11.89 11.68 6.50 7.50 4.50 656 11.18 8.04
Feb.* 760 1478 11.34 11.32 11.33 11.15 550 6.50 4.50 6.05 10.51 7.53

End of period.
2The January 1993 figures for new credits are affected by the fact that loans transferred from STS-Bank Lid fo Kansallis-Osake-Pankki
were booked as new lending.

3.5 YIELDS ON BONDS AND DEBENTURES, per cent

Period m‘d l-l.d'-'“ Taxable Taxuble 'lhxlnoul

the Bamk of Fintand e e [aces

3 5 [ 1o

years years yeurs yours

1 2 3 4 5 [
1988 10.7 10.8 10.6 . 10.6 7.8
1989 12.2 12.0 121 . 11.9 8.1
1990 13.7 13.5 13.2 . 13.3 9.2
1991 12.3 12.2 11.9 . 12.6 10.0
1992 13.1 13.0 12.1 11.5' 13.8 9.9
1992
Feb. 12.1 12.0 11.2 . 12.7 9.8
March 12.1 12.1 11.3 . 12.4 9.8
April 12.8 12.7 11.9 . 12.8 9.8
May 13.0 12.9 11.8 . 13.0 9.8
June 13.3 13.2 12.2 . 14.2 10.2
July 13.6 13.3 12.1 . 14.1 10.5
Avg. 14.3 14.0 12.8 . 14.5 10.4
Sept. 15.0 14.7 13.3 . 15.3 10.1
Oct. 14.3 14.2 13.0 . 153 9.9
Nov. 12.8 12.9 12.0 12.0 14.7 9.4
Dec. 1.7 11.8 10.9 11.0 13.2 9.5
1993
Jan. 11.4 11.6 10.7 10.9 12.2 8.6
Feb. 10.5 10.7 9.9 10.3 12.1 8.0
" November and December only. S7
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4. RATES OF EXCHANGE
4.1 MIDDLE RATES, fim

Averuge New Monireal London Deblin Siockiolm Oslo Copen- Frankfurt Amsier- Brussels Zurich Parls
ofddaily Yerk hagen aM dam

quo-

tations 1USD 1CAD 16BP 11EP 1 SEK 1 NOK 1DKK 1DEM 1NLG 1BEF 1CHF 1FRF

1 2 3 4 5 6 7 8 9 10 1 12
1988 4.187 3.405 7.446 6.377 0.6829 0.6424 0.6220 2.3842 2.1185 0.11390 2.8631 0.7029
1989 4290 3.624 7.032 6.082 0.6654 0.6213 0.5869 2.2818 2.0226 0.10890 2.6243 0.6725
1990 3823 3277 6808 6.325 0.6459 06110 0.6181 2.3664 2.1002 0.11447 2.7576 0.7024
1991 4.046 3.533 7.131 6.511 0.6684 0.6236 0.6322 2.4380 2.1634 0.11841 2.8208 0.7169
1992 4483 3.706 7.875 7.636 0.7714 0.7222 0.7444 2.8769 2.5552 0.13973 3.2000 0.8486

1992

March 4533 3.802 7814 7.278 0.7522 0.6954 0.7032 2.7279 2.4236 0.13256 3.0051 0.8036
April 4495 3.783 7.895 7.270 0.7538 0.6962 0.7039 2.7280 2.4233 0.13258 2.9655 0.8066
May 4.402 3.672 7975 7.256 0.7540 0.6962 0.7033 2.7162 2.4129 0.13196 2.9529 0.8079
Jume 4290 3.587 7.945 7.269 0.7544 0.6967 0.7069 2.7238 2.4178 0.13235 3.0051 0.8091
July 4.077 3.420 7.824 7.292 0.7545 0.6966 0.7107 2.7356 2.4261 0.13279 3.0576 0.8106
Awg. 3985 3350 7.734 7.289 0.7540 0.6962 0.7120 2.7462 2.4358 0.13328 3.0659 0.8096
Sept. 4439 3.635 8.209 8.066 0.8271 0.7653 0.7904 3.0602 2.7170 0.14848 3.4724 0.8993
Och. 4.695 3.771 7.791 8.340 0.8410 0.7774 0.8218 3.1725 2.8180 0.15398 3.5775 0.9350
Nov. 5.048 3.982 7.714 8394 0.8140 0.7805 0.8263 3.1812 2.8281 0.15465 3.5330 0.9404
Dec. 5.136 4.034 7.969 8.570 0.7457 0.7710 0.8395 3.2477 2.8890 0.15784 3.6137 0.9526

1993

Jan. 5419 4242 8304 8.863 0.7475 0.7885 0.8699 3.3561 2.9850 0.16307 3.6685 0.9899
Feb. 5830 4.622 8.387 8.641 0.7747 0.8352 0.9247 3.5526 3.1565 0.17228 3.8416 1.0488
March 5972 4790 8.716 8.810 0.7720 0.8527 0.9441 3.6258 3.2254 0.17604 3.9274 1.0673

Averuge Rome Viemna Lishon Reykijavik Madrid Athens Tallinn Tokyo Mel- ECU SDR
of daily beuwrne Coln'nlor-
wo- clal
:-IIOII 1ML 1ATS 1PTE 1I1SK 1ESP 1GRD 1 EEK 1JPY 1AUD 1XEU 1XDR
13 14 15 16 17 18 19 20 21 22 23
1988 0.00322 0.3391 0.0291 0.0980 0.0359 . . 0.03266 3.288 4.944 5.61826
1989 0.00313 0.3242 0.0273 0.0758 0.0362 . . 0.03116 3.398 4.719 5.49375
1990 0.00319 0.3363 0.0268 0.0656 0.0375 . . 0.02647 2.988 4.864 5.18345
1991 0.00326 0.3464 0.0280 0.0684 0.0389 0.0224 . 0.03008 3.152 5.003 5.53082
1992 0.00364 0.4088 0.0332 0.0778 0.0438 0.0235 0.4060 0.03546 3.289 5.798 6.31247
1992
March 0.00363 0.3877 0.0317 0.0760 0.0432 0.0239 . 0.03412 3.438 5.580 6.19184
Aprll  0.00362 0.3875 0.0320 0.0759 0.0433 0.0231 . 0.03368 3.428 5.586 6.16396
May 0.00361 0.3860 0.0326 0.0755 0.0434 0.0230 . 0.03369 3.328 5.581 6.11371
Jume 0.00360 0.3869 0.0328 0.0752 0.0433 0.0224 . 0.03381 3.246 5.583 6.05642
July 0.00361 0.3888 0.0323 0.0744 0.0430 0.0220 .. 0.03245 3.039 5.585 5.88609
Awg. 0.00362 0.3901 0.0318 0.0739 0.0428 0.0220 .. 0.03155 2.890 5.582 5.80390
Sept. 0.00380 0.4346 0.0348 0.0819 0.0455 0.0244 .. 0.03620 3.208 6.092 6.46534
Oct. 0.00358 0.4509 0.0356 0.0838 0.0446 0.0243 .. 0.03876 3.359 6.197 6.73373
Nov. 0.00370 0.4522 0.0357 0.0840 0.0444 0.0244 0.04075 3.483 6.247 7.00171

Dec. 0.00364 0.4615 0.0362 0.0817 0.0455 0.0246 0.4060 0.04141 3.542 6.359 7.13363

1993

Jan. 0.00364 0.4771 0.0373 0.0849 0.0473 0.0251 0.4195 0.04333 3.652 6.576 7.46369

Feb. 0.00377 0.5049 0.0390 0.0898 0.0497 0.0267 0.4441 0.04824 3.970 6.904 7.99711
S8 March 0.00375 0.5153 0.0392 0.0918 0.0507 0.0270 0.4532 0.05103 4.225 7.034 8.24353
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4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

Average Maridca value of the ECU Currency indices, 1982=100
of daily FIM/ECU Trade-weig Paymenis MERM
ohserva- currency index currency Index
tions Index

1 2 3 4
1988 4.96108 102.0 101.7 104.7
1989 4.73670 98.4 99.1 102.8
1990 4.85697 97.3 96.8 97.3
1991 5.00580 101.4 101.4 102.8
1992 5.80140 116.4 115.7 117.3
1992
March 5.57515 112.9 113.2 115.0
April 5.58563 112.9 113.0 114.5
May 5.58167 112.7 112.2 113.6
June 5.58600 112.6 111.4 112.8
July 5.58744 111.9 109.6 110.3
Avg. 5.58723 111.5 108.8 109.1
Sept. 6.13433 122.6 120.0 120.8
Oct. 6.22713 124.6 123.6 125.3
Nov. 6.25533 125.2 126.2 129.2
Dec. 6.36242 125.0 126.8 129.8
1993
Jan. 6.57212 128.9 131.3 134.7
Feb. 6.89952 135.6 138.8 143.9
March 7.03656 138.2 141.6 147.4

S9
Bulletin 4+ 93



5. OTHERDOMESTIC FINANCING
5.1 BANK FUNDING FROM THE PUBLIC, miLL. Fim

End of Cheque Trams- Time Other Markka Foreign Tetal Other Total
poriod and action pesiis depesits doposiis, Y deposiis fonding funding
gire deposits total depeshis {5+6) (7+8)
deposhis (1+2+3+4)
1 2 3 4q 5 6 7 8 4
1988 25473 76 958 121 670 224102 4643 228745 28844 257589
1989 28 942 85396 125748 240085 7358 247 444 35298 282742
1990 30953 96176 124 930 252058 6818 258876 38835 297711
1991 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992 34832 88526 114771 21218 259347 14626 273973 65557 339530
1991
Dec. 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992
Jan. 32780 84701 123513 19094 260087 12274 272 361 54706 327068
Feb. 29 417 86 031 123 652 18666 257767 12350 270117 56202 326319
March 30899 87563 123296 18185 259943 11805 271748 54436 326184
April 30762 86090 124087 18119 259058 12665 271722 59353 331076
May 30791 84805 123555 17922 257073 11441 268514 60635 329148
Jume 33330 84552 122504 17714 258101 10418 268519 62836 331355
July 32419 83953 122788 18003 257163 10665 267828 62293 330121
Avg. 33067 83283 122056 17976 256 381 11525 267906 60054 327 961
Sept. 30779 82078 120918 18662 252436 15698 268134 61377 329510
Oct. 34 447 82734 119726 19659 256 566 15429 271995 59666 331661
Nov. 34 675 82763 118536 19613 255587 14807 270394 61800 332194
Dec. 34832 88526 114771 21218 259347 14626 273973 65557 339530
5.2 BANKLENDING TO THE PUBLIC, miLL. Fim
End of Cheque Bills of Loans Markia Foreign Total
period accownt exchange lending, currency lending
and pestal total aredils (4+5)
gire credits (1+2+3)
1 2 3 4 5 ~ 6
1988 11358 5920 234268 251 545 50235 301780
1989 15270 5650 257 768 278 688 73176 351 864
1990 19152 5777 260790 285720 103 134 388853
1991 18037 4712 262 859 285 609 107714 393323
1992 16 045 3335 252163 271 544 95168 366712
1991
Dec. 18037 4712 262 859 285 609 107714 393323
1992
Jan. 17 450 4167 262 309 283 926 107 075 391001
Feb. 17 650 4099 262813 284 563 105703 390266
March 17215 3996 260983 282194 102701 384 895
April 17 407 3927 259782 281116 101 104 382220
May 17 403 3916 259295 280613 99 035 379 649
June 17 344 3899 257 990 279234 96 635 375869
July 16 959 3848 257777 278 583 95 334 373917
Avg. 17 249 3719 256 976 277 944 92 605 370550
Sept. 17 366 3610 256 359 277 335 103 654 380 989
Oct. 16738 3538 255133 275 409 100976 376 385
Now. 16 545 3449 254 411 274 405 101 162 375567
S10 Dee. 16 045 3335 252163 271 544 95168 366712
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5.3 MONEY SUPPLY AND MONETARY AGGREGATES, miLLFiM

Indl:l‘ Foreign Domestic credit ::lle_r' " »
por assefs, M,
met el Icil:|::b:l-e (';':al) net (1+4+85)
government
1 2 3 4 5 6 7 8
1988 -40670 -15356 353 681 338 325 -63387 111259 234 268 256 947
1989 -59049 -18691 408 344 389 653 —-79084 124295 251519 272 603
1990 -82881 -19072 453720 434 648 -85385 141524 266 383 291 045
1991 - 86 555 -6516 470852 464336 102540 130644 275241 310924
1992* . . . . .. 134829 274011 310733
1992*
Fob. - 86492 -4 895 470980 466085 -108021 125875 271572 306 696
March -87 007 -5201 467 987 462785 -102093 128701 273 685 311738
April -83331 -4726 465 590 460864 104416 127554 273117 315983
May -83053 -4327 463477 459151 -104706 126652 271 391 311877
June -75847 -2899 459 867 456968 108783 128496 272 338 314 149
July -70776 -3718 457 463 453745 -111703 127189 271265 314 330
Avg. -65517 -1835 456 178 454342 118708 126771 270118 311 644
Sept. -70526 4256 454777 459032 -122318 123157 266 188 307 307
Oct. - 66 406 5737 451 432 457170 -119914 128012 270850 313 340
Nov. -65532 -8253 448726 440473 -105066 128610 269 875 312343
Dec. . . . . .. 134829 274011 310733
1993*
Jamn. 138 846 275995 315224
Feb. 136 775 273288 307 345
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, MiLL. Fim
End of Foreign corrency-denominated debt Markka-denominated debt Total Out- Cash
period I stand- funds
Bonds Other Leng- Tolal Public Other Treasury Tetal govern- In|
bonds form {(1+2+3) bonds long- motes (5+6+7) ment I ng
and promis- form [ debt
deben- sery Habil- bllls (4+8)
teres nefes Hles
1 2 3 4 5 6 7 8 9 10 11

1988 20202 1804 4273 26279 24243 5272 2290 31805 58084 41011 15858
1989 18 505 852 3429 22786 24126 5750 250 30126 52912 43499 21248
1990 20917 732 3144 24793 23982 8263 — 32245 57038 48121 23114
1991 38703 2437 2506 43646 31018 12208 5180 48406 92052 55165 15956
1992 100244 3669 2474 106387 40578 13555 14762 68895 175282 . .
1992
Feb. 45885 2904 2466 51255 32232 12205 6430 50867 102122 56567 17967
March 47575 2843 2401 52819 32629 12199 7201 52029 104848 57571 18423
April 53972 2837 2383 59192 32814 11614 7257 51685 110877 58103 17029
May 55006 2861 2376 60243 33881 11460 8257 53598 113841 58649 21068
June 60146 3099 2166 65411 34316 11460 10384 56160 121571 59244 20284
July 63957 3063 1641 68661 35193 11460 10658 57311 125972 59810 22293
Aug. 66790 3050 1630 71470 34862 11460 11901 58223 129693 60172 20510
Sept. 79848 3579 2209 85636 36152 11460 12193 59805 145441 60940 21269
Oct. 84008 3599 2549 90156 37427 11460 14533 63420 153576 61672 22952
Nev. 85971 3704 2599 92274 38928 11460 14716 65104 157378 61743 22448
Dec. 100244 3669 2474 106387 40578 13555 14762 68895 175282 . .
1993
Jan, 116428 7343 2607 126378 41597 13555 16900 72052 198 430
Feb. 130937 8155 4440 143532 44537 13598 20397 78532 222064 S11
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5.5 MARKKA BOND MARKET
A)  ISSUES, miLL. Fim

D
..l':n'l'.’u' e "M:' By type of loan — « +zmla+s)
rpo- m Cenira ] =
'0:“:0“ Inll:ull:nl government '.'::::I.Iﬂ Othors Publiclssues :I'-clngl (6+7+8)
Taxable Taxfree
1 2 3 4 5 6 7 8 9

1988 3027 8418 6 889 268 61 7 861 6522 4280 18 663
1989 4204 11022 5717 233 13 11146 2 997 7 046 21189
1990 4 640 17 891 4420 490 1007 17 234 607 10607 28 447
1991 7277 25737 11073 1320 - 30160 - 15247 45 407
1992+ 6984 15122 12 965 2674 4 23936 - 13812 37749
1992+
Feb. 770 1455 - 450 - 1405 - 1270 2675
March 442 953 235 310 - 1445 - 494 1940
April 53 1318 - 570 4 144 - 1801 1945
May 1087 598 3724 121 - 4565 - 966 5531
June 1242 726 215 42 - 1071 - 1154 2225
July 399 10 - 86 - 50 - 445 495
Avg. 18 1445 175 20 - 1620 - 38 1657
Sept. 2 964 190 77 - 231 - 1002 1233
Oct. 1371 692 2 966 208 - 3307 - 1930 5237
Nov. 140 1556 430 120 - 1996 - 250 2246
Dec. 1065 4 559 - 600 - 2178 - 4046 6224
1993*
Jun. 624 1 050 1766 276 - 2776 - 940 3716
Feh. 471 1178 3480 283 - 4760 - 652 5412

B) STOCK, miLL. Fim

End of seclol Totul
period By r By type ofloen (1+2+3+4+85)
Corpo- Fimancial  Cemiral Local Others Publicissues Private =
rations  instilvtions govermment government placings (6+7+8)
Taxable Taxfree
1 2 3 s 5 6 7 8 °
1988 19195 42 892 28 953 1413~ 292 32028 30054 30663 92 745
1989 21463 50216 29 381 1555 290 41162 27742 34001 102 906

1990 23522 59756 28812 1756 1298 52273 22970 39902 115145
1991 26 632 76 701 35195 2766 3726 76346 18096 50578 145020
1992* 26 617 82319 44005 5237 3358 89534 13917 58085 161536

1991

v 26 632 76 701 35195 2766 3726 76346 18096 50578 145020
1992*

1 26 650 77.864 36796 3555 3724 80892 15977 51720 148589
n 26 383 80295 37744 4306 3721 83427 15314 53707 152449
m 26079 80658 39579 4 457 3720 86058 14329 54106 154493
v 26 617 82319 44005 5237 3358 89534 13917 58085 161536

S12
Bulletin 4 » 93



C) TURNOVER, MILL.FiM

DII"I’ Interbunk Belween bunks Primury dealers’ iransactionsin
perio and cusiomers benchmark government honds

Purchases Purchases Sales

from other from othors to others

primary

dealers
1988 1 . 2.. 3. 4. 5 .
1989 6 500 9 660
1990 5401 6058
1991 3343 29134 . . .
1992 18 221 58 594" 10744 12 156 13 354"
1992
March 636 3608
April 2 480 2 493
May 360 1618
June 846 1848
July 859 2 604 . . .
Avg. 3756 5058 3574 2130 1798
Sept. 3272 7 360 2930 2 566 2218
Ocl. 1918 89347 1600 2059 3171"
Nov. 1481 86427 1270 2469 3201"
Deec. 1460 8073 1370 2932 2966
1993
Jan. 2 566 10760 2350 3889 4923
Feb. 2762 14 290 2690 4909 7933
March 3760 15 481 3400 5482 8 300
5.6 HELSINKI STOCK EXCHANGE
lvon':e Share prices Tormover', mill. FIM
of dall
;"_:‘0."_ MEX index (28 Dec., 1990=1000) :"_"'.'“ :::l"' Total

shure By ownership By industry bor S ool
Index Re- Non- Banks Insur- Manu- tion
stricted re- and ance facter- Of which: rights
siricted finance ond ing
] Forest Metal Con-
ment Indus- amd glom-
tries engl- orutes
neer-
ing
1 2 3 4 5 6 7 8 9 10 11 12

1988 1692 1727 1473 1825 1371 1705 1591 1629 2013 31734 5718 37452
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536
1990 1330 1322 1393 1260 1182 1374 1435 1281 1472 15521 4550 20071
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7 655
1992 772 759 868 425 467 942 1123 1206 890 10277 15377 25654
1992
March 858 845 959 595 612 991 1159 1204 941 581 41 622
April 805 791 907 530 552 941 1124 1171 878 418 23 441
May 849 838 929 542 538 1014 1202 1317 950 674 104 778
Jume 788 776 877 411 474 972 1182 1298 904 606 511 1118
July 722 710 811 345 425 901 1082 1210 835 406 902 1308
Avg. 639 628 719 286 343 803 969 1120 728 313 898 1211
Sept. 576 564 667 205 250 750 944 1085 653 614 1449 2062
Oct. 651 637 747 227 289 852 1017 1184 791 1233 2208 3441
Nov. 809 796 905 344 429 1033 1184 1311 1012 1474 2562 4037
Dec. 845 829 959 329 424 1096 1203 1296 1127 2521 6543 9 064
1993
Jan. 875 314 422 1143 1158 1331 1214 1803 4114 5917
Feb. 913 348 449 1187 1246 1378 1250 2268 4461 6730
Maorch 994 429 483 1295 1437 1417 1371 3019 5354 8374

! During period.
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS
6.1 CURRENT ACCOUNT, MiLL.Fim

Durin
per

Trans-

ris
;-i'.poﬂ

S

Travel Services Expeorts
roceipis services receipts, ol oods ment
recelpis

(2+3+4) urvlul
(1+8)

Invest- Trams-
hn and

Current I-poﬂs 'I'r-ls-
ﬁoﬁ, dl
Inu-o (C-I- 1+l) ”n

Travel Other
OX=

ponil- ex-

7026
7662
8347
7508
8402

91313
1989 98265
1990 99750
1991* 91100
1992* 105 583

2189
2078

22902
26010

1991*

1 21947
n 21204
m 22749
v 25199

1759
1850
2030
1869

1992*

1 24738
]| 26 409
m 24 804
v 29632

1902
21
2319
2070

4280
4497
4650
5044
5894

1598
1188

915
1256
1629
1244

1136
1470
1937
1351

6132
6277
6081
5636
7268

1186
1728

1462
1282
1274
1618

1718
1595
1744
2212

17 438
18436
19077
18189
21 564

4973
4994

4136
4389
4932
4731

4756
5175
6001
5633

108 750
116 701
118 827
109 289
127147

27875
31004

26 084
25593
27 681
29931

29 494
31585
30805
35265

4415
3652
4 461

9377
10212
12739
10003

6771

2607
3642

1104
1130

3022
2376
2557
2047

1242
1323
1233
1322

2494
1487
1375
1415

1305
1329
1423
1549

31587
35776

30348
29293
31471
33300

33293
34 400
33603
38229

122543 91232
130565 104 400
136027 101967 4363
5120 124412 86348
5606 139525 93422

23063
26765

22015
20895
20526
22912

22755
24222
20755
25690

3338
3869

3974
4217

1054
1277

968
1019
1020

967

1045
1078
1063
1031

7907
8969
10766
11089
10772

7390
8759
9503
11011
13 044

2912
2760

2089
2974

2592
2583
2899
3014

2833
2599
2439
3139

2703
2793
2835
2441

3400
2966
3148
3529

Servicos Impo
perlo

expendl- of
Iun-dl goods
total  and
(11412

+13)

e -oni forsand -uo-nl uu-nl
- (1-10)

services
(10+14)

pendi- ex-
tore

other

ditere
{15416
+17)

rade

Trans- I'r-vol
ort  (3-1
B

Other lorvlm Goods
services accou
{4-13)

(20+2| :.-I'"i
22) ces

account
(19+23)

Invest-
ment

net
(7-16)

Trans-
fers

Current
accownt
(24+25

m (9-&)

1988 18634 109866
1989 21596 125996
1990 24632 126599
1991* 26074 112421
1992* 28033 121455

29117
33776

6054
7011

1991*

1 6394
] 6201
m 6358
v 7121

28 408
27096
26884
30033

1992*

1 7148
n 6837
m 7046
N 7001

29 904
31059
27 801
32691
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17033
21882
26973
28674
30582

6415
7141

7642
7805
6716
6510

8357
7 661
6909
7654

17

6975
7 561
8967
10013
10265

2132
2289

2973
2161
2190
2689

3164
2417
2420
2264

133874
1585 439
162 540
151108
162302

37 665
43206

39023
37063
35790
39232

41425
41136
37130
42610

19
80

-6134
-2218

4752
12161

- 161
- 755

- 67
309
2223
2288

1982
2188
4049
3942

3689 -3627 -1258
3793 - 4471 -2482
3984 - 6117 -3422
3534 -6044 - 5374
4185 -4878 -5775

1136 -1314 -903
801 - 1572 - 1246

791 1677 -1371
831 -1326 -1317
1010-1270-1165
902 -1770 - 1521

857 - 1567 - 1682
1033 -1323-1372
1256 -898 - 1404
1039 -1090-1318

-119% -1116
-3160 - 9294
-5556 -7772
-7885-3132
-6468 5693

-1082 -1243
-2017 -2772

-2257 -2325
-1812-1503
-1425 797
-2389 -102

-2393 -410
-1662 526
-1045 3004
-1368 2573

-7656
-11670
-14234
-18671
-23810

-3808
- 3499

-4620
-5429
-4159
-4463

-5864
-6174
-5534
-6239

26 27

-2560-11331
-3910-24874
-4506-26513
~4893-26696
- 4659-22777

-1028 -6078
-1159 -7430

-1731 -8676
~-838 -7771
-957 -4319

-1367 -5931

- 1859
-1088
-997
-715

-8133
-6736
-3528
-4381



|
6.2 CAPITAL ACCOUNT', miL Fim

Der Imporis of leng-term capital Exports of long-torm capiial Long- Basic
|
por Diret  Portfolic Leans Ofher Total Direct  Porifolle Loons Ofker Total  caphal olomce
invest- invest- jong- {1+2 Invest- Invest- long- {6+7 accownt
mentin _ mentin torm +3+4) ment meont ferm +8+9) (5-10)
Finland Finland caplital abroad abroud capiial

1 2 3 4 s 6 7 8 9 10 11 12

1988 2218 14355 3062 85 19720 10919 1248 3931 292 163%0 3331 -8001
1989 2095 14756 84608 79 25538 13327 180 5323 273 19103 6435 -18439
1990 3010 22656 19674 169 45509 12471 577 - 499 294 12843 32666 6153
1991* -997 38004 12945 561 50512 4303 -371 838 101 4871 45641 18945
1992+ 807 36954 4333 -157 41937 4369 189 2065 344 6967 34970 12193

1990

m 85 6702 2518 -26 9279 2640 284 -2963 10 -29 9308 3230
v 2024 6330 3261 103 11718 5054 416 -1348 128 4250 7468 38
1991*

1 16 7776 3602 -267 11228 1199 -16 17 165 1365 9863 1188
n 99 16668 3779 484 21030 11717 -434 589 -19 1307 19723 11952
m - 435 10402 2775 -61 12681 1330 434 -520 -2 1242 11440 7121
v -777 3157 2788 404 5573 603 -354 753 -4 957 4615 -1316
1992*

1 464 3923 979 794 4202 1613 186 302 273 2374 1829 -6304
]| 35 12917 487 -392 13047 156 1144 -266 29 1062 11985 5249
m -49 5336 771 -1 6056 1018 -997 1008 80 1109 4947 1419
v 357 14777 4054 -557 18631 1582 -143 1020 -36 2422 16209 11829

of -

:::ilu Imports of shori-term capltal Exporis of shori-term capital :I-I':Il '.li:-rl- B:I.::: f:llgo

Shori- Trade Other TYotal Shorl- Trade Other Total emis- capital excl. bank’s
form credits  short- ('I‘l'-l)-ll form credifs  shork (I|1,-|,-Il slons account reserve foreign
+ +

caupltal torm capital form {16-20 meve- ocxthomge
Imports caplial exporis capltal +21) monis reserves
of au- of ou- {12+22)

therized thorized

banks bhanks

13 14 15 16 17 18 19 20 21 22 23 24

1988 10950 -399 811 9740 2331 644 1995 4971 3415 8183 183 -183
1989 4285 1627 3679 9592 1462 475 710 2647 5533 12478 -5961 5961
1990 16258 1119 -1357 16020 -2290-1254 1244 -2300 -9381 8939 15092 -15092
1991* - 13133 817 -1301-13617 6261 957 3285 10503 -1229 -25349 -6404 6404
1992* 28341 8967 11116 -8259  -504 4362 5665 9524 -3659 -21442 -9249 9249

1990

11 ~-1155  -201 517 -838 -729 -34 238 -525 -857 -1170 2059 -2059
v -1119%96 -6 -1088-12290 -13404 -34 -467 -13905 -241 1374 1412 -1412
1991*

1 18038 -1035 2367 19370 22472 -602 3978 25847 2187 -4290 -3102 3102
n -10815 3  -605-11416 515 -516 1972 19717 -786 -14173 -2221 2221
m -16261 392 -583 -16453 -3091 1048 1869 -174 2252 -14026 -6905 6905
v -4094 1456 -2481 -5118 -13635 1027 -4534 -17141 - 4883 7140 5824 -5824
1992*

1 -2010 306 3490 1786 -4134 959 1720 -1455 1422 4663 - 1641 1641
n -9527 4056 416 -5056 -1612 1198 -3259 -3674 -4916 -6298 -1049 1049
1] -11092 1556 12295 2759 6064 336 322 6722 -3621 -7585 -6165 6165
v -5712 3049 -5085 -7748 -822 1870 6881 7930 3456 -12222 -394 394

! Capital account data are based on surveys as from the beginning of 1991. The resulting figures conform more closely to the IMF's
recommendations. S15
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S16

6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, miLL. Fim

Endof Long-term liabillties Leng-term assels Lomg-
period form
Direct Pork- Loans Other Total Direct Port- Loans Other Total debt,
invest-  folio long- 1+2+ invest- felio long- 6+7+ met
montin  invest- form +4) ment invest- form +9) {5-10)
Finland mentin capltal abroud ment capital
Finland obroud
1 2 3 4 5 6 7 8 9 10 11

1988 12673 68957 33117 915 115662 24199 8223 19417
1989 16093 82313 40110 994 139510 33234 7680 24572
1990 18651 98399 51744 4630 173424 43931 7184 25595
1991* 17443 148446 69681 5427 240997 53285 7561 27707
1992* 18250 214180 85050 6347 323827 65840 9108 33400

1990
m 16741 90866 54362 1060 163029 39321 7330 24996
v 18651 98399 51744 4630 173424 43931 7184 25595

1991*
] 18714 113555 56270 4234 192773 45383 7307 25856
H 18760 130670 61363 4741 215534 46808 6917 26904

m 18273 136365 63708 4718 223064 48391 7385 25837

v 17443 148446 69681 5427 240997 53285 7561 27707

1992+
1 17907 155836 70591 6513 250847 54898 8053 28992
n 17942 164855 69038 6061 257896 55054 9242 27836

m 17893 188562 77476 6652 290584 64258 8654 30798
v 18250 214180 85050 6347 323827 65840 9108 33400

2484 54323 61339
2757 68243 71267
5487 82196 91228
6161 94713 146283

7629 115976 207 851

2923 74570 88459
5487 82196 91228

5914 84459 108313
6061 86690 128 844
5934 87547 135517
6161 94713 146283

6738 98681 152166
6503 98635 159261
7109 110818 179765
7629 115976 207 851

End of Short-torm liabilities Shorl-ferm assels M Debt,
Bonkof Shori- Trade Other Tolal Bankef Sheri- Trade Other Totul II-biI-

Finland's ferm cedits sherl- (12413 HFuland's ferm credils shori- (17418 ites,
llloﬂ- labil- form +l4+l!)iorl- assels term +19+20) net

net
({11+22)| estand and
divi:

itlesof labil- of assols (16-21) ex- torein
Il-bll- awther- Hies -l.ll avther- - rol
Itles ixed ized fure focurvent
banks bonks account
12 13 14 15 16 17 18 19 20 21 22 23 24 25

1988 3341 83828 11070 9039 107278 32037 32108 16041 4789 84975 22303 83642 7933 65
1989 3558 88751 12697 12883 117889 25113 33569 16516 5666 80864 37024 108291 10453 80
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 13130 9.7
1991* 3149 100837 14233 14703 132921 35922 36727 15845 10578 99072 33849 180132 15734 127
1992* 7849 86864 23207 22653 140573 33966 43603 20717 15464 113751 26822 234673 20210 145
1990
m 4071 117679 13468 12544 147763 38454 44683 15297 7325105759 42004 130463 3532 112
v 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 3223 90
1991+
1 3399 127305 12323 17232 160259 37748 48792 13766 11366 111672 48587 156901 3886 128
n 2889 117997 12318 17498 150702 36023 50406 13271 13753 113453 37249 166092 44695 160
m 2826 100908 12710 16703 133147 29006 47064 14326 15153 105549 27599 163116 3424 109
v 3149 100837 14233 14703 132921 35922 36727 15845 10578 99072 33849 180132 3729 112
1992+
1 3185 102919 14506 18439 139048 35429 32960 16974 12796 98158 40890 193056 4964 149
n 3242 91661 18587 18157 131646 33516 32786 18120 9106 93528 38118 197379 5274 153
m 14067 88898 20166 21248 144379 29484 43316 18946 9907 101652 42727 222492 4634 138
v 7849 86864 23207 22653 140573 33966 43603 20717 15464 113751 26822 234673 5339 140
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6.4 FINLANDS LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, MiLL. Fim

i-‘i:'d Long-ferm liabilities Lomg-ferm assels l;::
Cor- Banks Other Ceniral Other Total Cor- Banks Other Ceniral Other Tetal liabil-
porate fimancial govern- {(1+2+ porale financial goverm- (7+8+9 ities, mot
sector instite- ment 3+4+5) sector instite- ment +10+11) (6-12)
tioms tioms
1 2 3 4 5 6 7 8 9 10 11 12 13

1988 46471 27427 14339 26926 499 115662 25093 21607 3573 3101 949 54323 61339
1989 58009 40199 17665 23063 574 139510 34828 26048 2313 3517 1537 68243 71267
1990 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228
1991* 79266 69014 35626 56377 713 240997 57457 27619 2092 4752 2794 94713 146283
1992* 87108 68054 48523118081 2061 323827 72817 30708 3122 6034 3296 115976 207851

1990
m 62837 54562 21377 23580 673 163029 39882 27193 1763 3772 1960 74570 88459
v 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228

1991*
1 71346 58048 26532 36123 724 192773 47427 28015 2114 4651 2252 84459 108313
n 77127 65685 33213 38814 696 215534 49671 27523 2093 5040 2362 86690 128844

m 77071 66742 34196 44332 723 223064 51407 26843 2109 4655 2534 87547 135517
w 79266 69014 35626 56377 713 240997 57457 27619 2092 4752 2794 94713 146283

1992*
1 80395 67432 36032 65370 1617 250847 59636 28516 2271 5367 2890 98681 152166
n 78074 61908 37685 78534 1695 257896 60153 28119 2265 5147 2951 98635 159261

m 84246 66370 39131 98824 2012 290584 69216 30385 2422 5528 3268 110818 179765
v 87108 68054 48523118081 2061 323827 72817 30708 3122 6034 3296 115976 207851

S17
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7. FOREIGN TRADE
7.1 EXPORTS, IMPORTS AND

7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT

THE TRADE BALANCE, miLL.FiM VALUE AND TERMS OF TRADE, 1980=100
Perlod Volume Unitvaluve Torms of
:l.-:lin Exnrll. I-:r'rll. l-(l:-;r Exporis lmporis Exporis Imports wrade
1 2 3 1 2 3 4 5
1988 92 902 92118 784 1988 121 130 145 122 119
1989 99784 105516 5732 1989 121 144 156 126 123
1990 101327 103027 -1700 1990 125 138 154 128 120
1991* 92 842 87 744 5098 1991* 114 115 154 131 118
1992+ 107 471 94 988 12 483 1992* 124 112 164 145 113
1992+ 1990
Feb. 8282 7769 513 m 114 124 155 129 120
March 9327 8155 1172 v 130 139 154 133 116
April 8742 8432 310
May 9098 8 094 1 004 1991*
June 9019 8097 922 1 110 117 154 131 118
July 7972 6754 1218 n 107 112 153 130 118
Avg. 7615 6871 744 m 113 109 156 132 119
Sept. 9 658 7 489 2169 v 124 118 157 135 116
Oct. 10200 8756 1444
Now. 10532 8740 1792 1992*
Dec. 9 441 8613 828 1 118 112 162 142 114
n 125 118 162 143 113
1993+ m 117 102 163 142 115
Jan, 9242 6566 2676 v 133 116 171 154 111
Feb. 10243 9033 1210
7.3 FOREIGN TRADE BY MAIN GROUPS, MILL. Fim
Duﬁ: Exporis by industries, fob Imperis by use of goods, cif
port Wood Paper Chomical Metaland Other Raw Credeoll, Finished goods Other
indusivy induwsiry indusivy o-lglloorh. goods materials fuelsand geod
P pr pr ndestry {oxel. lvbricanis Invesiment Consumer
products crude oil) goods goods
1 2 3 4 5 6 7 8 9 10
1988 7567 30474 8450 29225 17186 45791 7533 17274 20 828 692
1989 7416 32513 8844 32682 18329 51786 8310 20606 24055 759
1990 7 811 31658 9540 35493 16825 49210 9829 19364 23888 736
1991* 6984 29695 10539 29188 16436 42505 9399 13973 21195 672
1992+ 7892 32587 12172 35741 19079 49514 9745 13348 20826 1555
1992*
Feb. 641 2589 1089 2302 1661 3864 608 1285 1894 118
March 654 2756 1179 3091 1647 4265 660 1055 2077 98
April 746 2798 1068 2571 1559 4300 710 1401 1902 119
May 712 2567 1074 3183 1562 4118 909 1429 1610 28
June 679 2 643 967 3155 1575 4548 742 1162 1538 107
July 504 2393 761 3122 1192 3463 776 907 1538 70
Avg. 530 2336 919 2335 1495 3660 690 752 1552 217
Sept. 687 2914 1026 3244 1787 4129 546 903 1789 122
Oct. 797 3186 1027 3331 1859 4498 1064 1199 1890 105
Nov. 770 3010 1205 3789 1758 4809 1058 1039 1755 79
Dec. 644 2949 870 3421 1557 4280 1300 1122 1534 377
1993*
Jan. 706 2677 1048 3253 1558 3683 547 884 1390 62
S18 Feb. 776 3069 1134 3259 2005 4 347 1095 1661 1850 80
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7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Exports, fob Imports, cif
Reglon and
couniry 1992* 1993+ 1992 1993 *
Janwary Janwary
Mmin. . .
FIM Pomnl-ge Mill. Im ‘m Mill. M Por:llonlnge Mill. FIm mm
S s
spon
fod d
Ih':;nviolu ".p:ﬂmo us
year year
1 2 3 4 5 6 7 8
All OECD countries 88347 82.2 6 853 10.2 75180 79.1 4961 -13.0
OECD Europe 78 566 73.1 6010 7.1 62972 66.3 3919 -15.9
Of which:
Austria 1368 1.3 98 -3.0 1162 1.2 49 -38.3
Belgium and
Luxembourg 2785 2.6 213 -15 2 688 2.8 170 -14.9
Denmark 3858 3.6 324 3.2 3192 3.4 189 ~-24.5
France 7 204 6.7 508 1.5 4382 4.6 303 -4.0
Germany 16 806 15.6 1282 3.3 16 085 16.9 882 -20.6
ltalyy 4302 4.0 321 12.1 3425 3.6 233 -89
Netherlands 5628 5.2 466 9.7 3458 3.6 243 -12.7
Norway 3775 3.5 287 23.6 3825 4.0 287 -14.1
Spain 2842 2.6 209 -1.1 1167 1.2 94 -32.4
Sweden 13771 12.8 1049 4.9 11133 1.7 670 -17.4
Switzerland 1921 1.8 137 -11.0 1842 1.9 119 -82
United Kingdom 11519 10.7 863 14.3 8213 8.6 486 -15.8
Other OECD 9781 9.1 843 38.9 12 209 12.9 1041 0.0
Of which:
Canada 751 0.7 84 129.8 616 0.6 56 44 4
Japan 1370 1.3 109 -158 5202 55 457 4.4
United States 6 365 59 519 45.7 5792 6.1 485 -9.9
Non- OECD Evropean
countiries 7310 6.8 702 13.1 9 681 10.2 878 16.3
Of Which:
Russia 3020 2.8 368 . 6725 7.1 676
Other ¢countries 11814 11.0 1687 126.4 10127 10.7 728 -4.8

Of which:

OPEC countries 1927 1.8 189 88.7 1497 1.6 22 -82.6
TOTAL 107 471 100.0 9242 21.8 94 988 100.0 6566 -90
Of which:

EC couniries 57150 53.2 4352 6.5 44 801 47.2 2781 -15.6
EFTA countries 20 959 19.5 1579 5.7 18033 19.0 1128 -16.8
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8. DOMESTICECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MILL. FIM, 1985 PRICES

(seasonally adjusted figures)

Fixed

Consumption

Porled expenditure investmont I:l:l.:e'k:, :..:::‘ Exports  Imports u::-’s)
incl. statistical (1+2+3+4+8)
Private Public Private Publlc discrepancy
1 2 3 4 s 6 7 8 9
1988 209956 75190 81839 11446 9 062 387493 105897 118405 374985
1989 218775 77117 95178 11234 14 056 416360 107552 128834 395078
1990 219293 80525 88429 12720 13992 414959 109236 127735 396460
1991* 211181 82338 68465 12701 6723 381408 101932 112277 371063
1992* 199052 82250 57944 11533 8486 359265 111186 112755 357 696
1990
m 54798 20203 21081 3123 3569 102774 26534 30373 98 935
v 54187 20314 21187 3183 3409 102 281 26327 30909 97699
1991*
1 53328 20426 19487 3150 2829 99220 25261 29529 94 951
n 52957 20540 17089 3526 1685 95796 24272 27117 92 951
m 52830 20637 16181 3181 784 93613 26721 28182 92152
v 52067 20735 15708 2845 1424 92778 25678 27 448 91 009
1992+
1 51229 20444 15375 2995 1557 91 601 27243 28675 90170
n 49790 20533 15203 2995 2132 90653 28296 29126 89822
1] 49442 20600 14411 2746 2232 89 430 27 406 27 392 89 443
v 48591 20674 12955 2797 2565 87 582 28241 27562 88261
8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1985=100
(seasonally adjusted figures)
Period Total Mining and Mane- Wood and Motal and Other Energy
industry quarrying factoring paper engineering mane- and wuler
Industrios indusiries factering sopply
{100.0) (1.6) (87.9) (16.5) (30.0) (41.4) (10.3)
1 2 3 4 5 6 7
1988 110.9 108.8 111.0 113.1 114.5 107.6 110.1
1989 114.6 117.9 115.0 116.6 121.5 109.6 110.5
1990 114.2 115.7 114.4 114.6 122.0 108.7 112.9
1991* 104.1 106.4 102.4 104.7 104.9 99.7 117.6
1992+ 107.5 115.9 106.1 109.6 115.7 97.7 117.4
1992+
Jan. 103.1 109.0 101.2 105.0 104.6 96.7 116.1
Feb. 104.5 112.3 103.3 110.8 108.4 95.8 114.7
March 106.3 120.9 105.2 108.9 114.2 97.1 115.9
April 108.0 114.4 106.7 107.3 117.6 99.0 118.2
May 108.0 139.7 106.9 110.5 116.4 98.4 112.9
June 110.5 173.2 108.9 109.2 119.1 99.1 111.4
July 108.7 117.3 108.1 103.6 123.2 100.8 109.8
Avug. 109.3 106.3 108.6 110.4 123.1 97.9 112.6
Sept. 105.6 106.8 105.7 112.2 113.2 96.3 115.3
Oct. 109.6 91.6 107.3 112.8 117.1 98.6 127.8
Nov. 108.9 106.7 106.1 112.9 116.0 96.5 129.4
Dec. 107.4 92.8 105.5 111.7 115.8 96.2 124.7
1993
S20 Jan. 109.4 105.3 107.9 119.2 118.6 949 120.6
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8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

{seasonally adjusted figures)

Period Volumeof Volumeeof Volumeof Of which: lmports of Monthly

whelesale refall tion i Indicator

frade frade of buildings Residential Industrial Other goods of GDP
bulldings buildings buildings
1 2 3 q 5 6 7 8

1988 116.7 113.0 108.6 106.0 113.4 110.6 135.0 110.6
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 115.3
1990 119.9 111.7 127.3 124.8 161.7 122.1 144.6 116.5
1991* 101.2 103.9 103.9 94.4 127.7 109.9 102.1 110.9
1992+ 87.9 93.8 79.5 72.9 76.9 86.6 84.3 108.9
1991*
Dec. 94.8 100.2 108.9
v 95.3 101.9 89.9 78.2 97.7 100.8 110.6 108.9
1992*
Jan. 97.0 104.4 107.8
Feb. 88.6 98.9 108.4
March 91.9 97.2 109.9
April 89.4 96.4 108.8
May 83.5 93.2 108.1
June 95.3 94.4 109.6
July 89.9 92.0 110.0
Avug. 83.1 89.5 108.8
Sept. 87.2 93.4 109.1
Oct. 84.8 91.2 108.6
Neovw. 81.4 85.8 108.6
Dec. 82.2 89.3 108.8
1 92.5 100.2 88.2 82.9 92.5 96.5 87.4 108.7
n 89.4 94.7 83.9 81.7 78.1 91.6 106.2 108.8
m 86.7 91.6 82.0 75.0 85.0 83.5 63.9 109.3
v 82.8 88.8 67.9 53.9 52.3 74.7 79.6 108.7

521
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8.4 WAGES AND PRICES, 1985=100

Period Index Con- Basic Produc- Bymarketing Building
of wage By sectors sumer price By origin or price area cost
and price index ———— index — Imdex
salury Private Contral Local Non- index for Domes- Impori- for Expori- Home
ournings Tolal Ofwhich: gov- gov- profit domestic e od mane- eod market
Manwfac- erm- orm- inst- supply goods goods fac- goods goods
furing ment ment twtions turing
{sIC3)
1 2 3 q 5 6 7 8 L 4 10 11 12 13 14

1988 1247 1246 1227 1288 1220 1280 1126 1015 1049 891 101.7 1038 100.7 1163
1989 1357 1365 1338 1374 1321 1371 1200 1073 1113 926 1078 1105 1064 1255
1990 1482 1488 1468 149.8 1447 1500 1273 1109 1157 936 1100 1104 1098 1345
1991' 1576 1583 1562 1579 1548 1589 1326 111.2 1158 942 1099 1087 1104 1373
1992' 1405 1608 159.7 161.1 1586 1624 1360 1124 1156 1009 1126 1134 1123 1349

1991'

v 159.6 160.1 1583 1599 1573 1614 1336 111.1 1154 956 1103 1090 1108 1373
1992'

Feb. . - . . . . 1350 1120 1156 990 1114 1116 1113 1365
March - . . . . . 1354 1121 1156 992 1115 1117 1114 1365
April . . - - . . 1359 1123 1158 998 1120 1120 1120 1355
May . . . . . . 1360 1123 1157 999 1125 1126 1124 1348
June - . - . - . 1363 1123 1157 1000 1128 1132 1126 1337
July . - - . . . 1361 1122 1159 990 1129 1132 1128 1340
Aug. - . . . . . 1359 1120 1157 986 1124 1118 1127 1337
Sepi. . . . . . . 1364 1122 1152 1013 1132 1150 1123 1345
Oct. . - . . . . 1369 1133 1157 1043 1138 1159 1128 1347
Nowv. . . - . . . 13771 1134 1155 1055 1141 1167 1128 1344
Dec. . . . . - . 1368 1134 1155 1059 1140 1159 113.0 1340
I 160.0 1605 159.3 160.5 158.0 1618 1350 1119 1155 989 1113 1116 1112 1365

n 160.6 161.1 1602 1609 1584 1623 1361 1123 1157 99.9 1124 1126 1123 1347
m 1603 160.6 159.2 161.3 158.6 1626 1362 1122 1156 996 1128 1133 1126 1340
v 160.9 161.1 1600 161.6 159.5 163.0 1369 1134 1156 1052 1139 1162 1129 1343

1993’
Jan. - - . . . . 1382 1139 1158 1071 1144 1165 1134 1349
Feb. . . - - - . 1386 1153 1166 1098 1159 1189 1145 1348

! Preliminary figures for columns 1—6.

522
Bulletin 4 « 93



|
8.5 LABOU R, EMPLOYMENT AND UNEMPLOYMENT (seasonally adjusted figures)

Poriod Lybowr  Lobeur .:"'l".',_ By indwstrial status By indwstry :'."'f,"“'l ..‘:‘,’_':;.

e (478)  Self- Wageand v~ Ind Co Service rate

':“-I:. ¢ = employed  sal ﬂ‘lﬁll'. -y -h-el:l-on industrios

among (6+7+8+9) eamers and

15-74 foresiry

year olds
% 1000 persons %
1 2 3 4 5 6 7 8 9 10 11

1988 68.4 2546 2431 368 2062 238 553 188 1452 116 4.6
1989 48.7 2 559 2470 367 2104 218 561 199 1492 89 3.5
1990 684 2 556 2467 360 2108 207 556 205 1500 88 3.4
1991 67.4 2533 2 340 340 2 000 197 502 179 1461 193 7.6
1992 66.1 2502 2174 325 1849 188 454 150 1382 328 13.1
1992
Feh. 66.5 2513 2226 324 1901 196 469 179 1382 287 11.4
March 66.6 2516 2222 329 1893 197 461 154 1410 294 1.7
April 658 2 486 2193 327 1866 186 457 150 1399 294 11.8
May 66.1 2 501 2192 332 1860 189 453 154 1395 310 12.4
June 66.3 2508 2188 331 1857 191 454 156 1387 321 12.8
July 65.8 2 491 2164 326 1838 185 453 146 1380 327 13.1
Aug. 66.5 2518 2163 330 1833 187 446 150 1380 355 14.1
Sept. 657 2 489 2145 321 1825 186 456 150 1354 344 13.8
Oct. 66.0 2 501 2135 320 1815 181 454 132 1368 366 14.6
Nowv. 66.2 2510 2125 315 1810 176 441 141 1367 385 15.3
Deec. 654 2478 2095 310 1784 181 435 135 1345 384 15.5
1993
Jan. 65.7 2 493 2091 304 1786 177 436 125 1353 402 16.1
Feb. 657 2493 2075 313 1761 170 420 127 1357 418 16.8
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, MLL. FIM, CASH FLOW BASIS

Dlll':u Revenve Expenditure
per
Direct Indirect Other Other Rev- Redemp- Revemnuve Consemp- Trams-
faxes faxes ftaxesand revenwe enve tions before fion fersand Of which:
similar hofore of borrowing sub- _—
revenue fimancial loans {5+6) sidies Local Otherdo-
frans- ranted govern- mestic

actions the ment  sectors
(142+3+4) siate .

1 2 3 4 5 6 7 8 4 10 11

1987 29454 57312 491 12391 99648 2482 102129 29419 59498 26456 30964
1988 35339 66348 473 13629 115789 2557 118346 32266 65502 29757 33108
1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715
1990 42611 77364 953 18423 139351 4260 143611 41535 81190 37646 40313
1991 41054 73251 1136 19182 134624 4442 139069 45085 101220 42297 55160

1991
Now. 3296 6173 229 1763 11461 711 12172 3728 10423 4263 5979
Dec. 3876 6691 66 2636 13270 418 13688 3927 10463 3857 5844

1992
Jan. 2963 5805 98 867 9733 10 9743 4311 8447 3360 4963
Feb. 2854 6461 84 1098 10497 7 10504 4000 8004 3387 4449

March -420 5048 227 2355 7210 2041 9251 3889 9055 3808 4542
April 4629 5583 119 2373 12704 83 12787 4022 9590 3818 53%4
May 3068 5722 131 2012 10933 32 10965 3782 9010 3658 5183
June 4310 5615 135 2097 12157 339 12496 4390 8760 4005 4514
July 3662 6074 275 1234 11245 78 11323 5073 7975 3469 4319
Avg. 3422 5938 130 1528 11018 393 11411 3483 8170 3413 4553
Sept. 3091 5663 117 1510 10381 137 10517 3887 8179 3440 4575
Oct. 2896 5336 136 1448 9816 187 10003 4169 9599 3498 5933
Nov. 2984 5925 110 1751 10770 704 11474 3806 9072 3463 5492

:::::I Expenditure Finundial balance
ol St tTuine Lpibe e b e o o
ment tore financial fimandal redemptions sur= rowing rowing :lu
fransactions investment of state debt ples wirement (18+19)
{8+9+ (14+18) {5-14) 7-16)
12+13)
12 13 14 15 16 17 18 19 20

1987 7 089 4732 100738 5672 106 410 - 1090 - 4280 7 604 3324
1988 7 565 5614 110946 6529 117 476 4842 870 2417 3287
1989 8393 5343 120 826 7 566 128 390 11 490 7 851 - 4009 3842
1990 5962 4927 133614 9319 142 934 5737 678 1201 1879
1991 5370 6 368 158044 13328 171372 -23420 -32304 25659 6645
1991

Nov. 458 327 14936 1012 15947 -3475 -3775 5865 2089
Dec. 526 892 15809 798 16 607 -2539 -2920 -211 -3131
1992

Jan. 340 846 13944 792 14737 - 4211 - 4994 1161 -3833
Feb. 314 168 12 486 839 13324 - 1989 -2820 7 885 5065
March 378 1355 14 677 3305 17 981 -7 467 -8730 3545 -5185
April 394 684 14 690 683 15374 - 1986 - 2587 5474 2887
May 400 366 13558 826 14 385 -2625 -3420 3216 - 203
June 476 1 006 14 632 2574 17 205 - 2475 - 4709 8162 3453
July 398 479 13925 683 14 608 - 2680 -3285 5185 1900
Avg. 387 331 12 371 7 005 19 375 -1353 - 7964 4133 -3831
Sept. 442 816 13324 4950 18275 -2943 - 7758 5267 -2491
Oct. 439 1229 15436 937 16373 -5620 -6370 8 365 1995
Nov. 410 102 13390 1010 14 400 -2620 -2926 15124 12199
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NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

Unless otherwise stated, the source
or compiler of figures is the Bank of
Finland.

Symbols used

* Preliminary

Revised

Less than half the final digit shown
Logically impossible

Data not available

- on

wl:

Nil
Affected by strike
_ Breakin series

Owing to rounding of figures, the
sum of the individual items in the tables
may differ from the total shown.

NOTES AND EXPLANATIONS
TO TABLES

1 THE BALANCE SHEET OF THE
BANK OF FINLAND .

Table 1.2 Domestic financial sector.
Term claims on deposit banks (Column
13) = bank certificates of deposit held
by the Bank of Finland + securities with
repurchase commitments. Liquidity
position of deposit banks, net (Column
14): see explanation to Table 2.1. Other
claims on financial institutions, net
(Column 17) = bonds + other claims
on financial institutions ~ other liabilities
to financial institutions. Corporate sec-
tor. Special deposits and other items,
net (golumn 20) = bonds: other +
other claims on corporations —deposits
for investment and ship purchase —
other liabilities to corporations.

2 THE BANK OF FINLAND'S
OPERATIONS IN THE MONEY
AND FOREIGN EXCHANGE
MARKETS AND THE BANKS’
FORWARD EXCHANGE
POSITION

Table 2.1 Banks with access to cen-
tral bank financing can make call
money deposits with the Bank of Fin-
land without limit. They can also obtain
liquidity credit with a maturity of 1 day,
7 days, 14 days, 21 days or 28 days.
The maturity is determined by the Bank
of Finland.

Table 2.2 The cash reserve require-
ment is reported for the month by the
end of which the deposit must be made
with the Bank of Finland. The require-
ment is announced at the end of the
previous month and is determined on
the basis of the cash reserve base for
that month. The rate of interest paid on
cash reserve deposits is 3 percentage
points less than three-month HELIBOR
(from April to December 1992 2 per-
centage points) but at least 8 per cent.
A supplementary cash reserve agree-
ment was applied from April 1989 to
end- 1990. The (non-interest-bearing)
additional deposits made under this
agreement varied according to the
bank or group of banks concerned, the
amounts being based on the rate of
growth in lending.

Table 2.3 Money market instruments
are the instruments used by the Bank
of Finland in its money market opera-

tions. Matured money market instru-
ments, net, comprise both instruments
purchased and sold. Money market
transactions are recorded according to
trade dates.

Table 2.4 Foreign exchange trans-
actions are recorded according to
trade dates. In addition to spot trans-
actions (Columns 1, 2, 4 and 5) the
Bank of Finland's foreign exchange
reserves are affected by interest pay-
ments and by changes in both the
prices of securities and exchange
rates. Spot transactions related to for-
ward coniracts (Column 4) refer to the

. combined effects on the foreign ex

change reserves of forward frans-
actions in the form of swaps and matur-
ing forward transactions. The central
government's foreign exchange trans-
actions (Column 5) comprise trans-
actions related to drawings and re-
demptions of government loans and
associated interest payments.

Table 2.5 As from the beginning of
1990, the statistics on the forward
exchange market are based on data on
individual contracts against the Finnish
markka as reported by banks (exclud-
ing Columns 5 and 6). The statistics
cover all authorized banks and con-
tracts. The rates of exchange used in
the statistics are the forward rates on
the contract date.

3 RATES OF INTEREST

Table 3.1 HELIBOR (Helsinki
Interbank QOffered Rate) (Columns 2-5):
The HELIBOR rate for each maturity is
calculated by the Bank of Finiand as the
average of the offered rates for cer-
tificates of deposit quoted daily at 1
p.m. by the five largest banks.

Table 3.2 The Bank of Finland's ten-
der rate (column 1) is determined in
tenders held by the Bank of Finland, in
which the banks are asked to make
bids or offers for money market instru-
ments with a maturity of one month.
The tender rate is the weighted average
of accepted bids or offers, expressed
as a simple annual interest rate. If,
when requesting bids or offers, the
Bank of Finland announces an accept-
able interest rate (fixed-rate tender),
the tender rate is the same as the rate
announced by the Bank. The monthly
figure for the tender rate Is the arithme-
tic average of calendar day figures.

Banks with access to central bank
financing can make call money depos-
its with the Bank of Finland without
limit. In addition, they can obtain liquid-
ity credit from the Bank of Finland with
a maturity of 1 day, 7 days, 14 days, 21
days or 28 days. The maturity of liquid-
ity credit is determined by the Bank of
Finland. The rate of interest on liquidity
credit is obtained by adding together
the Bank of Finland's tender rate and
the interest rate margin for liquidity
credit. The call money deposit rate is
obtained by subtracting the interest
rate margin for call money deposits
from the Bank of Finland's tender rate.
The monthly figures for maturity and
interest rate margins are those prevail-
ing at the end of the month.

Table 3.3 The rates shown are
based onrthe lending rates quoted for

the respective currencies in the Euro-
market. ECU (Column 1): the weights
of the ECU basket. 3 currencies (Col-
umn 2): DEM 60, USD 30 and GBP 10
per cent.

Table 3.4 Lending. New credits
(Columns 1-4): rates of interest on new
credits drawn during the month are
average monthly rates weighted by
loan amounts. Annual rates are arith-
metic averages of monthly observa-
tions until 1987 after which they are
weighted by loan amounts. Average
lending rates (Columns 5 and 6) are all
weighted by loan amounts. As from
January 1989, the loans of Postipankki
Ltd have been included in the commer-
cial banks' outstanding stock of loans.
Deposits. 24-month and 36-month tax-
exempt deposits (Columns 7 and 8):
from May (September) 1992, 24-month
(36-month) deposits are taxexempt if
they carry a rate of interest which is at
most the Bank of Finland's base rate
less two percentage points (one per-
centage point). In the period from Jan-
uary 1989 to April 1992, 24-month
deposits (Column 7) were tax-exempt if
they carried a rate of interest which was
at most the Bank of Finland's base rate
less one percentage point. Other tax
exempt deposits (Column 9): from May
1992, deposits other than 24-month or
36-month deposits are taxexempt if
they carry a maximum rate of interest
as prescribed by law. The maximum
rate was set at 4.5 per cent. In the
period from January 1989 to April 1992,
deposits other than 24-month deposits
were tax-exempt if they carried a rate of
interest which was at most the Bank of
Finland's base rate less 4 percentage
points. All markka deposits(Column 10):
the stock of deposits comprises all
markka deposits by the public. The
monthly and annual average rates of
interest are weighted by deposit
amounts. Other funding (Column 11}:
CDs outstanding + promissory notes
+ bonds. The average rate of interest
is weighted by amounts. Total markka
funding (Column 12); markka deposits
by the public + banks' other markka
funding. The rate of interest is weighted
by amounts.

Table 3.5 Reference rates (Columns
1 and 2) are calculated by the Bank of
Finland as the monthly averages of the
offered rates for taxable, fixed-rate
bonds quoted daily by the five largest
banks. Yields on taxable government
bonds (Columns 3 and 4) are calcu-
lated by the Bank of Finland in a similar
fashion. Until January 1992, the yield on
5-year taxable government bonds (Col-
umn 3) was calculated on a bullet bond
due on 15 March 1994 with a coupon
rate of 13 per cent. From February 1992
onwards the vield is calculated on a
buflet bond due on 15 January 1999
with a coupon rate of 11 per cent. The
yield on 10-year taxable government
bonds (Column 4? is calculated on a
housing bond (bullet) due on 15 March
2002 with a coupon rate of
10.75 per cent. The yield on taxable
public issues (Column 5} is calculated
as the arithmetic mean of yields on
fixed-rate ordinary bonds, debentures

and other bonds (excl. zero coupon $25
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loans, bonds with equity warrants and
convertible debentures) issued by all
issuers except the central government
with a remaining maturity of between
3 and 6 years. The yield on taxfree pub-
lic issues (Column®) is calculated as
the arithmetic mean of vields on fixed-
rate public bonds with a remaining
maturity of between 4 and 5 years. The
Bank of Finland calculates the yields
for columns 5 and 6 once a week on
the basis of the trading quotations of
the Helsinki Stock Exchange. Monthly
observations are the averages of
weekly observations and annual obser-
vations the averages of monthly obser-
vations.

4 RATES OF EXCHANGE

Table 4.2 FIM/ECU (Column 1): The
markka value of the ECU is calculated
as the sum of the dollar amounts of the
currencies in the ECU valued at current
market rates, for which daily quotations
at noon Finnish time are used. The mid-
point was FIM 4.87580 from 7 June to
14 November 1991, and FIM 5.55841
from 15 November 1991 to 7 Septem-
ber 1992, and the fluctuation limits were
3 per cent around the midpoint. Since
8 September 1992 the markka has
been floating. Trade-weighted currency
index (Column 2): The weights are
moving averages of the shares of (cur-
rently) 14 countries in Finland's foreign
merchandise trade (only convertible
currencies are included). The pay-
ments currency index (Column 3): The
weights are moving averages of shares
of payments currencies (14 convertible
currencies) in Finland's foreign trade.
The MERM index (Column 4): The
weights are fixed 1977 weights com-
puted on the basis of the IMF's world
trade model; 14 currencies are
included in this index.

5 OTHER DOMESTIC
FINANCING

Table 5.1 Source: Statistics Finland.
The public comprises households and
non-profit institutions, enterprises (excl.
financial institutions) and the local gov-
ernment sector. The table is based on
new classifications of Statistics Finland
applied since March 1991. Series before
March 1991 have been reclassified by
the Bank of Finland to conform with the
present table, except for columns 3 and
4 where disaggregation was not possi-
ble and combined figures are shown.
Time deposits (Column 3) consist of all
fixed-term deposits. Other deposits
(Column 4) include mainly investment
accounts with no specific time-period.
Other funding (Column 8) comprises
CDs, promissory notes and bonds. The
figures for banks' holdings of CDs
issued by other banks, as well as the
CD holdings of the Bank-of Finland and
the central government have been net-
ted out; netting out is done by the Bank
of Finland. Hence, this column includes
some liabilites held by entities not
covered by the above definition of the
pubtic.

Table 5.2 Source: Statistics Finland.
The public comprises households and
non-profit institutions, enterprises(excl.
financial institutions) and local govern-
ment. Foreign currency credits (Col-
umn 5? are mainly granted by com-
banks and Postipankki.
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Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland's foreign
claims + banks' foreign claims (incl.
foreign claims of banks' foreign
branches) - the Bank of Finland's for-
eign liabilities — banks' foreign liabilities
(incl. foreign liabilities of banks' foreign
branches). Domestic credit. Claims on
the central government, net (Column 2)
= the Bank of Finland's claims on the
central government + banks' claims on
the central government — the central
government's deposits with the Bank of
Finland and stipankki - loans
granted from state funds through
banks. Claims on the public (incl. local
government), (Column 3) = the Bank
of Finland's claims on the private sec-
tor + banks' claims on the private sec-
tor (loans to the public, bonds and
debentures (excl. government bonds
and bank debentures), claims on other
financial institutions, shares held by
banks). Other items, net (Column 5) =
capital accounts and other items of the
Bank of Finland (incl. private sector
time deposits with the Bank of Finland)
+ capital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CDs held by the public, other
market funding and foreign currenc,
deposits by the public). M, (Column 6
= currency in circulation — banks' till
money + markka cheque and postal
giro account deposits and transactions
account deposits held by the public. M,
(Column 7) = M, + quasi-money
(markka time deposits held by the pub-
lic, excl. deposits with the Bank of Fin-
land). M, (Column 8) = M, + bank CDs
held by the public.

Table 5.4 Source: State Treasury
Office. Other bonds and debentures
(Column 2) are so-called private plac-
ings. Long-term promissory notes (Cot-
umn 3) are bank loans. Ouistanding
lending (Column 10) comprises the
stock of loans granted from the central
government budget and from extra-
budgetary funds. Cash funds (Column
11) comprise the cash funds heid in
central government accounting offices,
funds held in cheque and postal giro
accounts, as well as placements of
central government cash funds. The
main part of the latter is reserved for
covering transferable allocations budg-
eted in previous years (for details, see
the article "State Borrowing and Cash
Management" by Pekka Laajanen and
Pekka Saarinen in the August 1987
issue of the Bulletin). Transferable allo-
cations amounted to FIM 8.1 billion at
the end of 1988.

Table 5.5 Source: Table B: Statistics
Finland from the beginning of 1991.
Tables A and B include markka-denom-
inated bonds issued by Finnish issuers
in Finland and abroad as well as those
issued by foreign issuers in Finland.
Table C includes transactions in mark-
ka-denominated bonds outside the
Helsinki Stock Exchange. Interbank
transactions (Column 1) and transac-
tions (purchases and sales) between
banks and customers (Column 2) are
transactions by the banks entitied to
central bank financing. The State
Treasury and, at this stage, the five
largest banks (Kansallis-Osake-Pankki,
Okobank, Postipankki, Skopbank and
Union Bank of Finland have agreed on
a market making arrangement for

benchmark government bonds with
effect from 1 August 1992. Transactions
(purchases) between primary dealers
(Column 3) comprise transactions in
benchmark government bonds be-
tween the banks that have signed the
market making agreement. Purchases
and sales between banks and others
(Columns 4 and 5) consist of trans-
actions in benchmark government
bonds between primary dealers and
other parties. Other parties refer to all
parties that are not primary dealers.

Table 5.6 Source: The Helsinki
Stock Exchange.

6 BALANCE OF PAYMENTS,
FOREIGN LIABILITIES AND
ASSETS

Table 6.1 The figures for the trade
and goods and services accounts are
compiled in accordance with the Sys-
tem of National Accounts. The figures
for investment income and expenditure
(Columns 7 and 16) include reinvested
earnings on direct investment. Prelimi-
nary data on reinvested earnings in the
previous year have been included in
the current account figures annually
from the September issue of the Bulle-
tin. (The annual figure is divided evenly
between quarterly figures.)

Table 6.2 Columns 1-5: Net change
in long-term liabilities. Columns 6-10:
Net change in long-term assets. Port-
folio investment in Finland (Column 2)
and abroad (Column 7) (marketable
instruments): Primary and secondary
market transactions in securities.
Loans (Column 3) (non-marketable
instruments): Financial loans, import
credits, prepayments related to exports
and leasing credits. Other long-term
capital (Column 4): Finland's subscrip-
tions to international financial institu-
tions paid in the form of promissory
notes + long-term deposit liabilities of
banks + other long-term liabilities of
central government, banks and other
financial institutions. Loans (Column 8):
Financial loans, development credits,
export credits, prepayments related to
imports and leasing credits. Other
long-term capital (Column 9): Finland's
subscriptions to international financial
institutions + long-term deposits of
banks + other long-term assets of cen-
tral government, banks and other
financial institutions.

Table 6.3 Net foreign debt (Columns
1-23) at the end of a period is classified
in the same way as the corresponding
data on changes in the capital account
(Table 6.2). The items included in net
foreign debt have been translated into
markkaa using the spot rates for each
date. Thus the figures include the
impact of changes in exchange rates.

Table 6.4 The sectoral figures for
short-term foreign liabilities and assets
correspond to the figures shown in Col-
umns 12-22 of Table 6.3.

7 FOREIGN TRADE

Source: The National Board of Cus-
toms. All tables refer to foreign trade in
goods.

Table 7.2 The volume indices (Col-
umns 1 and 2) are calculated accord-
ing to the Paasche formula and the unit
value indices (Columns 3 and 4)
according to the Laspeyres formula.
The terms of trade (Column 5) is the
ratio of the export unit value index to



the import unit value index multiplied
by one hundred.

Table 7.4 The regional and country
grouping is based on the classification
according to Finnish Official Statistics
IA.

8 DOMESTIC ECONOMIC
DEVELOPMENTS

Tables 8.1-8.5 Source: Statistics
Finland. Seasonal adjustment is car-
ried out by the Bank of Finland.

Table 8.3 The monthIK indicator of
GDP (Column 8) is weighted together
from 11 readily available indicators of
developments in output in various
industries.

Table 8.4 The consumer price index
(Column 7) was revised as from Janu-
ary 1988. Both the welghts and the
methods of calculation were changed
(see the item in the March 1988 issue
of the Bulletin). The base year is 1985.

Table 8.6 Source: Ministry of
Finance.
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1.

LONG-TERM INDICATORS

1955

60 65 70

75

80

85

GDP change in volume
from the previous year, per
cent

. Consumer prices, change

from the previous year, per
cent

. Unemployment rate, per

cent

. Current account, as a

percentage of GDP
Fixed investment, as a

. percentage of GDP
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES AND FORWARD POSITION

1. Foreign exchange
reserves plus forward
position

2. Foreign exchange

= reserves
=
&
1988 1989 1990 1991 1992 1993
3. FORWARD MARKET
20 1. Forward exchange
HHHHH”H”””[ . 3 purchased by the Bank
10 [ : of Finland from banks
E L. 2. Forward exchange sold
0 I by domestic companies
% 1 to banks
= -10 o U 3. Forward exchange sold
@ by foreign banks to
-20 - banks
-30
_40 IR NN AN AN NN SN NN R AN AN NN
1988 1989 1990 1891 1992 1983
4. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND
20 1. Liquidity credit rate (up
to 2 July 1992 call money
credit rate)
15 e 2. Call money deposit rate
1 3. Baserate
| \
% 10 Y, \: End-of-month observations
5
0 RN NN AN AN N ISR IREEE RN RSN RN
1988 1989 1990 1991 1992 1993

S29
Bulletin 4+ 93




Mill. FIM

5. BANKS' LIQUIDITY POSITION WITH THE BANK OF FINLAND

6,000 1. Liquidity credits ()
5,000 2. Call money deposits
4,m0 3- Net
s | -
1,000 8 %M W
0 1
-1,000
-2,000
-3,000
JAN FEB MARCH APRIL
1993
6. LIQUIDITY MANAGEMENT INTEREST RATES
14 1. Interbank overnight rate
2. Liquidity credit rate
12 3. Call money deposit rate
Daily observations
10
%
8
6
4
JAN FEB MARCH APRIL
1993
7. HELIBOR RATES OF INTEREST, DAILY
12 1. 1-month HELIBOR
2. 3-month HELIBOR
11 3. 12-month HELIBOR
% 10
9
8
JAN FEB MARCH APRIL
1993
$30
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8. HELIBOR RATES OF INTEREST, MONTHLY
18 1. 1-month HELIBOR

2. 3-month HELIBOR
16 j X A 3. 12-month HELIBOR
14
12

%

10

8 NN NN NN NN NI NN AN AN NN

1988 1989 1990 1991 1992 1993

9. DIFFERENTIAL BETWEEN FINNISH AND GERMAN INTEREST RATES

8 N 1. 3-monthHELIBORminus
7 A 3-month DEM eurorate
j j 1 2. 5-year Finnish

6 government bond yield

5 A minus 5-year German
% 4 d T government bond yield

2

3

2 kL

1 L

0 1 peidr e et eyl [EREENE ITNER NN

1988 1989 1990 1991 1992 1993

10. YIELDS ON BONDS

16 1. Bank of Finland's 5-year
reference rate
14 A 2. UntilApri 1991, yieldon
(4-5 year) taxable
12 o, government bonds
% 1 Since May 1991, yield on
L.\\b 1R government bond due
10 [Somet A on 15 March 1996,
2 ‘_v_/ ™M coupon rate 11.75 per
8 pd cent
“‘;MW * 3. Yield on (4-5 year) tax-
free government bonds
6 [AREEEN] AN NN NN NN NN AN LIty IANNENN]
1988 1989 1990 1991 1992 1993
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11. BANK OF FINLAND CURRENCY INDEX AND THE MARKKA VALUE OF THE ECU

144 71 Until 7 June 1991, the Bank of
Finland currency index. From 7
136 , 6.7 June 1991, the markka's ex-
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12. DAILY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR
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14, MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR

6.0 3.8 DEM = right scale
/ USD = left scale
5.5 3.65
5.0 } 3.32
‘% uUsD E
§ 45 ~ 299 Q
RVAY N ;
[TH
4.0 ~ u 2.66
35 e 2.33
DEM
30 NI AN NN AR NN R RN RN NN N EN NN RN N RN NEEEN) 200
1988 1989 1990 1991 1992 1993
15. MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE POUND STERLING
AND THE SWEDISH KRONA
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16. BANKS' MARKKA LENDING RATES AND MARKKA FUNDING RATES
20 1. Average rate on new
markka lending
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17. BANK FUNDING FROM THE PUBLIC

1. Markka deposits
2. Total funding

Change from the correspond-
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18. BANK LENDING TO THE PUBLIC
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19. MONEY SUPPLY
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20. CURRENT ACCOUNT

1 . Trade account
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21. NET INTEREST AND DIVIDEND EXPENDITURE

18 As a percentage of current
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Mill. FIM

22. BALANCE OF PAYMENTS

5,000 . Current account
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23. FOREIGN DEBT
50 . Total foreign net debt
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24. FOREIGN TRADE
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25. FOREIGN TRADE: PRICES AND TERMS OF TRADE
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26. FINLAND'S EXPORT PERFORMANGCE
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27. PRODUCTION
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28. FIXED INVESTMENT
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29. EMPLOYMENT AND THE UNEMPLOYMENT RATE
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30. PRICES AND WAGES
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31. CENTRAL GOVERNMENT FINANCES

25 1. Revenue excl. borrowing
2. Expenditure excl.
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32. CENTRAL GOVERNMENT DEBT
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