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O
BUDGET PROPOSAL FOR 1994

by Chris-Marie Rasi, M Pol Sc

Economics Department
Bank of Finland

RECESSION

BOTTOMING OUT?

The performance of the
Finnish economy is highly un-
even at present: export growth,
which started in 1991, is pro-
ceeding with vigour but de-
mand in the domestic markets is
declining for the fourth year in
row. The Ministry of Finance es-
timates that GDP will decline by
2= per cent in 1993. However,
exports are expected to gradu-
ally lift the economy onto a path
of growth, so that for 1994 a
modest 1 per cent growth in
GDPisforecast.

Finland's export volume is
increasing by some 15 per cent
this year and is expected to in-
crease by more than 10 per cent
in 1994, The trade balanceisim-
proving rapidly, and the current
account will move into a surplus
of some 2 per cent of GDP in
1994. As a result, net foreign in-
debtedness will start to decline.

Households' disposable in-
come and consumption are
declining and private invest-
ment is gradually bottoming out.
The rate of unemployment has
increased dramatically and is
expected to be 19 per cent on
average in 1994. Despite the
substantial depreciation of the
markka, inflation is low, at an an-
nual rate of 2 per cent, and will
remain low in 1994.

The deep recession has had
a greater negative impact on
central government finances.
The central government's net
financing requirement (incl. ex-
tra-budgetary funds) is expect-
ed to amount to FIM 72 billion,
some FIM 22 billion above the
original budget proposal. The
growth in the deficit is mainly
due to lower tax revenue, higher
unemployment outlays and in-
terest payments. For 1994 the
government's net financing re-

quirement is forecast to decline
to FIM 67 billion (Table 1). This
includes a provision for FIM 10
billion of capital injections for
the banking system. The gener-
al government deficit, on a na-
tional accounts basis, is esti-
mated to be 9 per cent of GDP
this year and to decline to some
6 per cent next year.

BUDGETED

EXPENDITURE IN LINE

WITH THE CEILING

The primary aim of the Gov-
ernment has been to restrict the
growth of public expenditure
and to reverse the growth of
debt relative to GDP.' The aim of
fiscal policy is te promote a fur-
ther decline in interest rates and
thereby to promote growth and
employment. The aim is to re-
duce budgeted expenditure by
1995 to the 1991 level in real
terms, excluding bank support
and related interest outlays. To-
tal central government outlays
(including extra-budgetary funds)
are expected to remain at FIM
200 billion in 1994, ie roughly at
this year's level, and to decline

' See the article by Martti Lehtonen in
this issue of the Bulletin.

slightly in real terms. Budgeted
outlays for 1994 amount to FIM
188 billion, which is roughly one
per cent less than the corre-
sponding estimate for this year.
Of this amount, FIM 13.5 billion
is reserved for bank support
and related interest outlays. Ex-
penditures subject to the ceiling
are to be reduced by approxi-
mately 4 per cent.

Inordertomeet the ceiling, it
will be necessary to implement
the saving measures proposed
in the budget and to achieve fur-
ther savings in 1995.

The budget proposal in-
cludes new savings of FIM
17-18billion, of which some FIM
13 billion is to be implemented
by means of so-called 'savings
bills'. Some of these savings
have already been in effect in
1993, as one-year laws, and will
be extended to next year.
Among the expenditure cuts
included in the budget pro-
posal for 1994 are substantial
reductions in central govern-
ment transfers to local authori-
ties, curtailment of unemploy-
ment benefits (by a tightening of
entitlement rules), foregoing of
index adjustments in 1994 so-
cial transfers (including pen-

TABLE 1. CENTRAL GOVERNMENT FINANCES'

Revenue before financial transactions
Expenditure before financial transactions

Revenue surplus (+)
Financial investment, net

Net financing requirement (+)
in relation to GDP, %

1992 1993 1994
forecast budget

proposal

1266 1219 1239
1679 1780 176.6
413 -566.1 -52.6
-30.4 -16.1 -14A1
-71.8 722 -66.7
-14.6 -15.1 -13.4

' Including extra-budgetary funds. Source: budget proposal for 1994.
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TABLE 2. CENTRAL GOVERNMENT AND THE PUBLIC SECTOR'

Public expenditure in relation to GDP

Tax ratio

1992 1993 1994

forecast
611 63 61%
471 46 47 /2

Central government real cash expenditure,

percentage change

- excluding financial investment

Public debt?, billion FIM
— per cent of GDP

Central Government debt, billion FIM

— per cent of GDP

163 4 -2

41 4 4
209.3 297 362
440 62Y: 73
1656 252 316
348 53 637

' Forecast in connection to the budget proposal for 1994 by the Ministry of Finance.

2 According to EC criteria.

sions) and a 6.5 per cent reduc-
tion in wage costs.

Atotal of FIM 49.5 billion has
been allocated for consumption
purposes, 4 per centlessthanin
the original budget for 1993.
The aim is to reduce wages and
wage-related items in the gov-
ernment sector by 6.5 per cent
from the 1993 level on the basis
of negotiations with government
employees or through tempo-
rary lay-offs and reductions in
personnel.

Transfer expenditure is budg-
eted at FIM 104.7 billion, ie the
same level as originally budg-
eted for 1993. Central govern-
ment transfers to local authori-
ties are reduced by nearly FIM5
billion or by 11 per cent as com-
pared to the 1993 budget. This
is due to the desire to cut per-
sonnel cost in the government
sector.

Transfers to households are
budgeted to grow by FIM 9.5
billion or 28 per cent on the orig-
inal budget for 1993. Despite
the aim to curtail unemployment
benefits somewhat by tighten-
ing entittement rules, central
government outlays to cover un-
employment benefits are sched-
uled to increase by one-half
compared to the original 1993
budget. Part of the basic un-
employment allowance is to
be changed into so-called la-
bour market support, which
aims to support the employ-

4 ment of young people not enti-
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tled to unemployment allow-
ances and the long-term un-
employed. Special employ-
ment-promoting measures are
expected to provide employ-
ment or training for some
100000 people or 4 per cent of
the labour force.

Child allowances to house-
holds will increase by one-half
next year because of a reform of
the family support system. This
will compensate for the abolition
of child and other related de-
ductions in taxation. As another
savings measure, index adjust-
ments to social transfers, in-
cluding pensions, will not be
made in 1994. Subsidies are
slated to decline somewhat.
Central government real invest-
ment will be cut by one-third. In-
terest outlays will grow by about
45 per cent next year, to more
than FIM 20 billion.

REVENUE TO REMAIN
AT 1993 LEVEL
NEXT YEAR

Central government reve-
nue (incl. extra-budgetary funds
but excl. net borrowing) is
estimated at FIM 129 billion, ie
about FIM 1 billion more than the
estimate for 1993. Asis the case
this year, the large deficit does
not allow for tax relief in 1994,
The tax ratio is estimated to
grow from 46 to 472 per cent of
GDP. This is due mainly to tech-
nical factors. Tax refunds from

tax years 1991 and 1992 will be
paid this year; the final settle-
ment of 1993 taxes has been
postponed to spring 1995. This
is estimated to increase income
tax revenue by FIM 3.8 billion
in 1994,

No inflation adjustments are
to be made to personal income
tax schedules or deductions.
Deductions connected to family
support are abolished, both in
central and local government
taxation. It is also proposed that
a special loan to the govern-
mentin 1993 —an extra withhold-
ing from income exceeding FIM
100000 - be applied again in
1994, It is estimated that this
loan will bring in some FIM 1.5
billion of revenue to the central
government, to be paid back
with other tax refunds in 1995.

The employee's compulsory
unemployment insurance pay-
mentis to be raised from 0.2 per
cent to 1.87 per cent from the
beginning of 1994. Being de-
ductible from earned income, it
reduces central government in-
come taxes by FIM 0.9 billion,
even though it increases the
overall tax burden of employ-
ees. The remaining extra 0.25
per cent contribution of an in-
sured person to national pen-
sion and sickness insurance is
to be abolished. Total central
government income and wealth
tax revenue is budgeted at FIM
33.7 billion, some FIM 4 billion
more than in the original budget
for this year.

The withholding tax on inter-
est income will be raised from
20 per cent to 25 per cent from
the beginning of next year. This
will equalize the tax rate on all
capital income.?

The introduction of a broad-
based value-added tax (VAT)
system from 1 June 1994 is now
being discussed in Parliament.
It would involve a broader tax
base on goods and services
and is estimated to increase an-
nual budgetary revenue by FIM
3.8 billion. Part of this revenue
would come from central and lo-
cal government purchases of
goods and services covered by
the VAT. To alleviate the negative
effect on investment during the



transition period, firms are al-
lowed to make delayed deduc-
tions from sales taxes paid on
investment goods in 1993-1994,
prior to the introduction of the
new system. It is also proposed
that FIM 1.8 billion of the sales/
VAT revenue be directed to the
Social Insurance Institution. This
will in turn reduce government
transfers to the Institution. It is
estimated that FIM 35.7 billion
will be collected in sales/VAT
taxes.

The taxation of energy is to
be revised from the beginning
of 1994, The commodity tax on
fuels will be based on energy
content and (in regard to fossile
fuels) also on carbon content.
The changes are estimated to

2 See the article by Heikki Koskenkyla in
this issue of the Bulletin.

increase fuel tax revenues by
FIM 0.3 billion. A user charge is
to be applied to motor cars and
a tax on telephone and tele-
communications is to be levied
from the beginning of next year.
These will increase central gov-
ernment revenue by about FIM
1 billion. Ceteris paribus, the new
VAT system and the increase in
other indirect taxes is estimated
to raise consumer prices by 2
per centin 1994 and the first half
of 1995.

CENTRAL

GOVERNMENT DEFICIT

REMAINS LARGE

The deficit in the central
government revenue balance
has grown from zero in 1990 to
FIM 41 billion in 1992 (Table 1).
it is expected to increase to
FIM 56 billion this year. The cor-

responding net borrowing re-
quirement figures for the years
1992 and 1993 are close to FIM
72 billion. This amounts to about
15 per cent of GDP. Next year's
net borrowing requirement is
expected to fall to FIM 66.7 bil-
lion for the central government
sector (Table 1).

According to current esti-
mates central government debt
will total FIM 252 biliion at the
end of 1993, ie about 53 per
cent of GDP. By end-1994 the
ratio is projected to reach about
63 per cent and, for the whole
public sector, 73 per cent
(Table 2).

4 October 1993
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FISCAL POLICY MEASURES FOR IMPROVING

CENTRAL GOVERNMENT FINANCES
by Martti Lehtonen, Head of Office

Economics Department
Bank of Finland

he economic slump of re-

cent years has had a ma-

jor impact on public fi-
nances. The strong financial po-
sition that characterized the
central government and the rest
of the public sector during the
economic boom of the late
1980s has deteriorated rapidly
(Chart 1). The abruptness of the
change is due to both cyclical
and structural factors. In the
1980s, legislation was enacted
that provided for sharp increas-
es in public services and in-
come transfers related to social
policy resulting in a steep rise in
public spending. Moreover, the
recession swelled expenditure
related to the management of
unemployment, interest pay-
ments on central government
debt and outlays for dealing
with the banking crisis. The cen-
tral government's resuitant defi-
cit and debt problems have
been exacerbated by the con-
traction of the tax base -ie de-
cline in domestic demand and
incomes —over a period of sev-
eral years.'

The consolidation of central
government finances is a key
element of Finland's economic
policy strategy aimed at creat-
ing the preconditions for a re-
turn to sustainable economic
growth. Tight control over cen-
fral government spending is
considered essential for halting
the rise in debt and thus coun-
tering pressure for an increase
in the tax burden. The aim is to
reduce the size of the public
sector over the next few years.
Since 1992, fiscal measures af-
fecting central government fi-
nances have increasingly fo-
cused on reining in spending.

! See the article by Martti Hetemaki in
the August issue of the Bulletin.
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The scope for tightening tax-
ation is limited by tax rates that
are - if anything — already high
as well as by the adverse effects
on economic activity. In addi-
tion, the integration process is
adding to pressure for lowering
taxes over the coming years.
The tax reforms that have been
implemented in recent years as
well as those currently under
preparation are designed to re-
duce the distortive effects of the
tax system and to bring about
the harmonization of tax sys-
tems implied by integration.
These reforms are largely struc-
tural in nature and on the whole
will not have significant effects
on tax revenue in the short term.

CONTROL OF

PUBLIC SPENDING

The adjustment of the public
sector to the changes tlat have
taken place in the economic en-
vironment has required exten-
sive changes in legislation and
other forms of regulation. The
measures aimed at stabilizing
central government finances
have wide-ranging effects on
the rest of the public sector and,
of course, on the private sector
aswell.

Passage of spending
cuis through
Parliament simplified
In'June 1992 a constitutional
amendment was passed which
makes it easier to pass legisla-
tion involving central govern-
ment spending. With the entry
into force of the amendment,
laws can now for the most part
be passed by a simple majority.
Previously, just one-third of the
votes was enough to postpone
the passage of such laws until
after the following parliamen-
tary session (ie for at least a full

year). The two-thirds majority
rule meant that it was virtually
impossible to pass laws cutting
spending or to reallocate it with-
out raising the overall level of
spending. Since the constitu-
tional amendment came into
force, numerous laws providing
for cuts in central government
spending have been enacted.
Normal majority parliamen-
tarianism also makes it possible
to clarify the borders of respon-
sibility between the different ar-
eas of economic policy. In ac-
cordance with newly defined
priorities, fiscal measures have
been directed at 'halting the
growth of central government
debt. The qualified majority re-
quirement often resulted in polit-
ical compromises, which tend-
ed to blur the division of respon-
sibilities between fiscal and in-
comes paolicy, in particular.

Greater flexibility and

efficiency through

net budgeting

The main principle applied
in planning the central govern-
ment budget is the budgeting of
revenue and expenditure as
gross amounts. The fact that
Parliament considers estimated
revenue separately from spend-
ing appropriations and not in net
terms underscores its extensive
power in the budgeting pro-
cess. However, the increasing
extent and diversity of the
state's administrative responsi-
bilities and efficiency require-
ments have increased the need
of government agencies to
manage their own finances
more flexibly. As concerns the
central government's commer-
cial operations and provision of
other fee-based services, net
budgeting has been applied in-
creasingly since the latter part



of the 1980s. Under net budget-
ing, revenue and expenditure
that are directly linked together
are combined and only their
difference, net revenue or ex-
penditure, is entered in the
budget.

The application of net budg-
eting has improved manage-
ment by results and efficiency in
the provision of services. Mak-
ing government agencies ac-
countable for their financial re-
sults has resulted in an increase
in the proportion of outlays that
is covered by fees for services
rendered.

Budget-cutting

measures

A key fiscal policy objective
set by the present Government
when it took office in 1991 was to
halt the growth of public spend-
ing. The recent rise in central
government debt has served
to highlight the importance of
achieving this objective. The
Government made the objec-
tive more explicit in February
1992 by setting a ceiling on cen-
tral government spending for
the period 1993-1995 (Table).
The target was to reduce budg-
etary expenditure by 1995to the
level of 1991 in real terms. The
target was reaffirmed in March
1993, but capital support for
banks and related interest
costs, whichhad cometoforma
significant item of expenditure,
were not covered by the ceiling.

To meet the targets setin its
programme and specified in the
ceiling on expenditure, the Gov-
ernment has announced com-
prehensive spending cuts ex-
tended over a period of several
years. As the recession has
proved to be longer and deeper
than expected, particularly out-
lays related to the management
of unemployment and interest
payments on growing central
government debt have risen
sharply, necessitating addition-
al cuts in order for spending to
be kept within the ceiling. Al-
though the saving measures so
far implemented have included
many spending cuts that are in
effect for one year only, the

% of GDP

% of GDP

% of GDP

40

25 ———"<;

CHART 1.

CENTRAL GOVERNMENT FINANCES 1985 - 1993

REVENUE AND EXPENDITURE
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60

50

40

30

20

10

0
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1. Revenue excl. financial transactions
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FINANCIAL BALANCE

7
/
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p = projection

Source: Ministry of Finance
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TABLE. BUDGETED CENTRAL GOVERNMENT
EXPENDITURES, BILL.FIM, 1992 PRICES

1991 1992 1993p 1994p 1995p
Budgetary ceiling'-? . . 174.2 1712  169.7
Total expenditure’ 171.0 1769 1794 172.0

' Expenditure before repayments on central government debt, excluding bank

support and related interest payments.

2 Allowing for changes in budget coverage, the 1995 ceiling corresponds to

the 1991 level of real expenditure.

Sources: Ministry of Finance, budget proposal for 1994,

share of permanent measures is
growing.

The reduction in statutory
outlays or outlays that were oth-
erwise already decided was be-
gunin 1991. The spending cuts,
amounting to ¥z per cent of GDP
(over FIM 2 billion), were mod-
est in the light of the rate at
which real spending was grow-
ing. The amendmentsto legisla-
tion included in the budget pro-
posal for 1992 were designed to
reduce spending by nearly 2
per cent (over FIM 8 billion) of
GDP. For various reasons, in-
cluding the qualified majority re-
quirement, less than half of the
targeted savings were achieved.

After the constitutional amend-
ment noted above, some
spending cuts were implement-
ed through a supplementary
budget in 1992. Including cuts
in discretionary spending, ex-
penditure was reduced by a to-
tal of 13/ per cent of GDP (about
FIM 8 billion) in 1992,

Despite the cuts, central
government expenditure con-
tinued to grow rapidly in 1992 in
real terms. As this was accom-
panied by a sharp increase in
the central government deficit, it
threatened to undermine the
credibility of economic policy.
This was reflected, for example,
in a rise in domestic interest

CHART 2.

REDUCTIONS IN CENTRAL GOVERNMENT

OUTLAYS 1991 - 1995

% of GDP

1991 1982

Impact in per cent of GDP

1. Implemented in 1991
2. Implemented in 1992
3. Implemented in 1993

1993

1994 1995

4. Proposed in 1994 budget

Source: Ministry of Finance
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rates and pressures on the
markka. In response to the ner-
vousness in the financial mar-
kets, the Government, in April
1992, announced new meas-
ures for cutting expenditure to
be included in the 1993 budget
proposal. The package also en-
tailed measures aimed at cumu-
lative savings in the foilowing
years.

in autumn 1992, projections
of economic activity were again
revised downward substantial-
ly. The worsened economic out-
look led to a depreciation of the
markka, which had been floated
in September, and to interest
rates settling atavery highlevel.
The perception in the financial
markets was that the measures
in the Government's budget
proposal did not go far enough.
The Government reacted to this
by announcing a major new pro-
gramme of measures in Octo-
ber. The target for spending
cuts in 1993 was raised, but the
bulk of the savings related to
1994 and 1995. Greater empha-
sis was now placed on struc-
tural objectives.

All in all, spending cuts
amounting to more than 3 per
cent of GDP (FIM 17-18 billion)
were implemented in 1993, in
addition to the cuts that resulted
from prior measures that were
still in effect.

In specifying the framework
for the 1994 budget in March
1993, the Government recon-
firmed the expenditure ceiling
set earlier, but outlays related
to bank support were exclud-
ed. The Government also an-
nounced its commitment to
implement necessary saving
measures in order to achieve
the target. Moreover, the target
of stabilizing central govern-
ment indebtedness until the
year 1997 was established.

The budget proposal pre-
sented to Parliament in Septem-
ber 1993 included spending
cuts amounting to over 3'%2 per
cent of GDP (FIM 17-18 billion).
The cumulative amount of sav-
ings was estimated at 6% per
cent of GDP (Chart 2).

The need for such substan-
tial spending cuts has resulted



in a broad-ranging reduction in
central government spending.
The initial policy packages tar-
geted a great number of fairly
small expenditure items; cuts
were made across the board.
Subsequent measures have
been more clearly aimed at
structural objectives. One of the
structural objectives is the re-
moval of certain elements that
have caused ‘“automatic' in-
creases in public sector spend-
ing, ie those non-discretionary
items that have been responsi-
ble for the rising trend in public
spending.

At the beginning of 1993, a
reform of the state-aid system
for the local government sector
was effected. Under the new
system, the amount of transfers
to a municipality is determined
mainly on the basis of certain
general objective criteria, such
as size and structure of popula-
tion. Municipalities now have a
greater say in how the money is
used and more incentive to
economize in the use of re-
sources. The old practice of set-
ting government appropriations
largely in proportion to the nom-
inal markka-total of municipali-
ties' spending did not give mu-
nicipalities an incentive to re-
strain spending growth.

The objectives regarding
benefit levels under pension
and other income transfer
schemes have been re-evaluat-
ed with a view to restraining the
growthin funding needs and the
resultant cost pressures. in the
public sector pension scheme,
the target level for pension se-
curity is being lowered gradual-
ly to the level of the private sec-
tor (60 per cent of wage earn-
ings). The minimum age for ear-
ly retirementis being raised in all
schemes. In addition, the index-
ing of benefits has been tempo-
rarily suspended. One of the
long-term structural objectives
of the reform is to maintain the
incentive to work.

Support for agriculture and
the business sector is to be re-
duced. The adjustment of agri-
cultural production has been
started by increasing the farm-
er's share of the costs of market-

ing agricultural surpluses. It has
been difficult to cut subsidies
to firms during the recession.
The timing and extent of future
measures will depend, for ex-
ample, on how the process of
integration advances.

Lending by the central gov-
ernment is to be replaced by
bank lending and government
interest subsidies; at the same
time, the share of the latter is to
be reduced.

The gradual scaling down of
the public sector also implies a
reduction in staff. To avoid dis-
missals, the Government is
seeking to cut staff costs partly
through reduced wages and
benefits. The 1993 budget con-
tained a 4 per cent target for
savings in staff costs, and for
1994 another 62 per cent cut
has been targeted.

TAX REFORM

The aimoftaxreformistoes-
tablish a system that takes into
account the requirements im-
plied by free capital markets
and greater integration in Eu-
rope, is neutral inits treatment of

capital and other resources and
helps to promote cost and price
stability. Finland's overall ratio of
taxes to GDP - including man-
datory employment pension
contributions — is presently well
above the average for OECD
countries.

The rise in the tax ratio dur-
ing the recession years of
19911993 is largely attribut-
able to increases in social se-
curity contributions and chang-
es in the funding of income
transfers and pensions effected
for structural reasons. In 1993,
wage earners began paying
contributions to the employ-
ment pension scheme as well as
to the mandatory unemploy-
ment insurance scheme. More-
over, the spending cut packag-
es discussed above included
measures aimed at temporarily
increasing central government
tax revenue. Their effect on the
tax ratio is estimated at about
one percentage point in
1993-1995 (Chart 3).

However, in the light of inter-
national trends in taxation, the
reduction in public sector defi-
cits cannot be based on raising

CHART 3.
TAXRATIO

% of GDP

1985 86 87 88 89 90 O

92 93p 94p

Taxes and compulsory social security contributions

as per cent of GDP
1. Direct taxes

2. Indirect taxes and compulsory fees
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Source: Ministry of Finance
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the tax ratio over the coming
years. Infact, the changesinthe
tax system that have been
planned in recent years, and to
a large extent already imple-
mented, have been aimed pri-
marily at structural objectives
rather than increasing tax rev-
enue.

The step-wise comprehen-
sive reform of personal income
taxation implemented in Finland
over the period 1989-1991 was
part of the international trend to-
wards broader tax bases and
lower taxrates. One of the prime
objectives of the reform was to
make taxation more neutral and
thereby to enhance economic
efficiency. It was also connect-
ed with efforts to reduce mar-
ginal income tax rates in income
taxation.

The reform of capital and
corporate taxation,? which came
into force at the beginning of
1993, unified the taxation of dif-
ferent forms of capital income.
The tax rate was set at a flat 25
per cent. With the exception of

! See the article by Heikki Koskenkyid in
this issue of the Bulletin.

imputed rent on owner-occu-
pied housing and certain types
of tax-free interest, the impor-
tance of which is diminishing, all
forms of capital income will be-
come subjecttothe sameratein
1994, when the withholding tax
on interest income is raised to
that level. A key component of
the capital tax reform is the im-
putation system for dividends
intfroduced in 1991, which re-
moved the double taxation of
dividends and at the same time
ensured that all dividends
would be taxable. The unifica-
tion of dividends and interest
taxation will eliminate the pre-
ferential tax treatment of debt fi-
nancing and facilitate equity fi-
nancing. In time, this will help to
strengthen firms' capital struc-
ture.

The capital tax rate has
been set to conform with the lim-
itations implied by the mobility
of capital. In connection with the
reform of capital and corporate
taxation, the restrictions on the
right of foreigners to invest in
Finland were lifted at the begin-
ning of 1993. The change un-
derlines the authorities' positive

CHART 4.

VOLUME INDEX OF CENTRAL GOVERNMENT
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Source: Ministry of Finance, budget proposal 1994

attitude towards foreign owner-
ship of both companies and real
estate.

As regards indirect taxation,
the key feature of the current re-
form is the changeover to the
taxation of goods and services
on the basis of a value-added
tax. The tax law, which is now
being considered by Parlia-
ment, is due to come into effect
on 1 June 1994, The shift to a
value-added basis will increase
the neutrality of consumption
taxation in Finland and bring the
system into line with those in the
EC and the other Nordic coun-
tries.

The reform involves a sub-
stantial broadening of the tax
base for consumption, as it will
also cover services, which are
largely exempt from the current
sales tax. The value-added tax
will also be applied to housing
construction, although the in-
tention here is to delay the intro-
duction of the tax. In contrast,
the present burdensome sales
tax that affects business invest-
ment will be lifted from all invest-
ments aimed at productive ac-
tivities. In fact, sales taxes that
have been paid in connection
with investment projects carried
out after January 1993 will be re-
paid to firms in 1994 and 1995.
The competitiveness of Finnish
firms will also be improved by
the fact that, with the onset of
value-added taxation, there will
be much less hidden taxation
caused by the cumulative inci-
dence of taxes than there is un-
derthe current sales tax system.

FISCAL
CONSOLIDATION
MEASURES WILL HAVE
LONG-TERM IMPACT
The consolidation of central
government finances has been
taking place in an economic en-
vironment that has been marked
by prolonged recession in Fin-
land's major export markets and
a deep recession at home. Built-
in stabilizers associated with
the low level of economic activ-
ity have hampered the task of
halting the growth in central
government spending. At the



same time, the slump has re-
duced tax revenue and damp-
ened the stimulative effect of tax
reform on investment.

The spending cuts that have
been effected have resultedina
clear decline in the volume of
central government spending in
many areas. Built-in stabilizers
have, however, boosted some
items of expenditure, particular-
ly those related to the manage-
ment of unemployment and to
interest payments on govern-
ment debt (Chart4). Total cen-
tral government spending is ex-
pected to decline in real terms
in 1994. Central government

spending subject to the budge-
tary ceiling® is projected to de-
crease by 4 per cent in real
terms in 1994, If this turns out to
be the case, spending will be
close to the ceiling set for 1994
(Table). Implementation of the
spending cuts included in the
Government's policy packages
discussed above would also
enable the ceiling to be met in
1995, when spending would be
at the same level as in 1991
inrealterms.

* The budgetary ceiling applies to all ex-
penditure except capital support to
banks and related interest costs.

The effects of the legislative
changes aimed at reducing
central government spending
are largely permanent, and so
they will extend beyond 1995.
Particularly the changes made
in the pension system will have
increasingly powerful effects
over the coming decades. The
incentive effects of the reforms
on economic activity will like-
wise increase gradually in the
course of time.

4 October 1993
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FINLAND'S EW CAPITAL INCOME TAX SYSTEM

by Heikki Koskenkyld, Head of Department

Research Department
Bank of Finland

n 1 January 1993, Fin-
land introduced a sig-
nificantly revised sys-

tem of income taxation. The re-
form covers the entire scope of
capital taxation, ie the taxation
of individuals' (and death es-
tates') capital income and busi-
ness profits.

Regarding capital income,
the new tax system follows the
Nordic pattern and, particularly
the reforms that have been car-
ried out in Sweden and Norway.
The reforms were effected in
early 1991 in Sweden and in
early 1992 in Norway. The Dan-
ish capital income tax system is
also similar in structure.

Finland, Norway and Swe-
den have now adopted the so-
called dual income tax ap-
proach in which earned income
is subject to progressive tax
rates but capital income is sub-
jectto a flat rate. In fact, we can
speak of a Nordic model of cap-
ital income taxation. In contrast,
the principle generally applied
in the other industrialized coun-
tries is to add capital income to
earned income for individuals,
which means that all income is
taxed progressively.

Another key element in the
reform is the broadening of the
tax base for capital income and
business profits and a substan-
tial reduction of the corporate
tax rate to match the rate on oth-
er capital income.

These changes in the tax
system are more far-reaching
than the ones carried out be-
tween 1989 and 1991. At that
time, Finland followed the inter-
national trend, mainly the tax
reforms in the United States
and the United Kingdom, which
aimed at a broader tax base,
lower tax rates and greater neu-
trality.

Bulletin 10+93

BACKGROUND

TO THE REFORM

Personal income taxation in
Finland has been marked by
steep progressivity and margin-
al rates among the highest in
Europe. For example, in 1992
the income tax rates ranged
from zero to about 65 per cent.

Statutory tax rates have
been so high in Finland that
the actual taxation of capital
income could not be based
solely on those rates. As a re-
sult, capital income taxation
over the years came to include
a number of tax breaks that
lowered the effective tax rates.
As aresult, capital income taxa-
tion became quite incoherent,
non-neutral and non-transpar-
ent. The 1989-1991 reforms did
not essentially improve the situ-
ation. The important features of
these earlier reforms were the
intfroduction of the imputation
system of corporate taxation in
1990 and the adoption of the
withholding tax on interest in-
come in 1991.

The reform of capital income
taxation is aimed at adapting to
integration and to the develop-
ments taking place in the finan-
cial markets, as well as at a sim-
plier and more neutral tax system.

The simplification of capital
income taxation has generally
been a key objective of tax re-
form in different countries. Un-
fortunately, this has been sur-
prisingly difficult to achieve. Fin-
land failed in this respect in its
reform of 1989-1991.

Theradical tax reforms intro-
duced in the other Nordic coun-
tries in 1991-1992 and the re-

' See the articles by Lasse Aarnio in the
January 1989 issue and by Helka Joki-
nen and Heikki Solttila in the October
1991 issue of the Bulletin and the article
%glgeikki Koskenkyld in Unitas No. 3,

maining problems in the Finnish
system led to the latest major re-
form of capital income taxation
righton the heels of the previous
reform.

MAIN FEATURES

OF THE REFORM

The most important feature
of the reform is the removal of
progressivity from the taxation
of individuals' capital income.
Income taxation is now based
on the principle of "dual” income
taxation in which capital income
and earned income are treated
differently.

The main features of the new
system are as follows:

— earned income is taxed pro-
gressively

— capitalincomeistaxed ata
uniform flat rate

— thetaxrate on capital income
is substantially lower than the
highest marginal rates on
earned income

— asinterestpaymentsare de-
ducted from capital income
to a limited extent, the tax
value of interest deductions
is determined by the tax rate
on capital income

— thetaxrate onbusiness prof-
its is the same as the rate on
capital income.

Another key feature of the re-
form is that capital income and
corporate profits are now taxed
only by the central government.
The reform removes these bas-
es from local government taxa-
tion, but it also entitles local gov-
ernments to a portion of corpo-
rate tax revenues. Moreover, lo-
cal governments were given
considerably more leeway totax
real estate (see below).

The capital income tax was
set at 25 per cent in Finland,
compared with 30 per cent in
Sweden and 28 per cent in Nor-
way. The tax is applied to nomi-



nal capital income, which to a
large extent explains the low
rate. If inflation were to acceler-
ate, the real tax rates on capital
gains and interest income in
particular would increase signif-
icantly.

The new capital income tax
scheme is neutral in the sense
that an investment's current
yield and appreciation are now
taxed at the same rate. In prin-
ciple, the new capital income
tax rates are applied to almost
all capital income, ie interest
income, dividends, rental in-
come, capital gains, income
from forestry, business profits
and insurance saving. The main
exceptions include interest in-
come and capital gains from the
sale of a taxpayer's own perma-
nent residence, which remain
largely exempt from taxes. In
addition, many provisions in-
volve deviations from the basic
principle for several years dur-
ing the transition period.

TAXATION OF

DIFFERENT TYPES

OF CAPITAL INCOME

Interest income

In principle, the 25 per cent
tax rate is applied to interest in-
come of individuals. In practice,
most items of domestic interest
income are taxed on the basis of
a separate withholding tax or
are exempt from the tax. The ex-
emption of interest income is
linked to the rate of interest: de-
posits are tax-exempt if they
bear a maximum interest rate of
2.5 per cent. In addition, 24-
month and 36-month fixed-term
deposits are tax-exempt until
the end of 1996. Their interest
rates are tied to the Bank of Fin-
land's base rate (base rate less
2 percentage points or less 1
percentage point). The base
rate is now 6 per cent. The with-
holding tax was initially 10 per
cent in 1891 but has gradually
increased over the years, to 15
per centin 1992 and 20 per cent
in 1993. Beginning in 1994, the
rate, according to the budget
proposal for 1994, would be 25
per cent. The withholding (ie fi-
nal) tax is applied to domestic

bank deposits and bonds.
Fixed-term deposits will cease
to be tax-exempt after the transi-
tion period but transactions ac-
counts (maximum interest 2.5
per cent) will be permanently
tax-exempt.

Dividends

As a result of the imputation
system of corporate taxation in-
troduced in 1990, dividends are
no longer subject to double tax-
ation in Finland. Under the sys-
tem, the tax paid by a corpora-
tion is fully credited to share-
holders. The system was re-
tained almost unchanged under
the 1993 reform. Shareholders
do not pay tax on dividends be-
cause the tax rates on corporate
profits and the capital income
are equal. The overalltaxrate on
distributed profit is thus only 25
per cent.

The taxation of dividends
can be illustrated as follows:

Company:

Profit before taxes 100
Minus corporate tax (25 %) 25
Distributed profit 75
Shareholder:

Dividend 75

Plus credit for corporate tax 25

Taxable income 100
Shareholder's tax on

dividends 25
Less credit for corporate tax 25
Taxes owed 0

The new legisiation did not
directly exempt dividends from
taxation because of the in-
tfention to tax some non-corpo-
rate dividends progressively as
earned income and because it
was felt that the imputation sys-
tem in itself creates more room
for manoeuvre in the interna-
tional taxation of dividends. As a
result of the reform, the tax treat-
ment of dividends is substan-
tially more favourable than be-
fore when it was possible to tax
dividends at the highest mar-
ginalrates. In practice, the earli-
er dividend tax system also
included significant tax reliefs
both for the company and the
shareholder.

A full imputation credit can
be granted to the shareholder if
the company has paid taxes on
its distributed profits. Therefore,
the distributing company must
pay at least a minimum tax,
which is equal to the imputation
credit (presently /s of the divi-
dend). If the tax paid by the
company on the basis of the
profit is less than the minimum
tax, the company must pay a so-
called supplementary tax.

Thus dividends are now
taxed only once — at the compa-
ny level. However, undistributed
profits are in principle subject
to double taxation since they
are also taxed as capital gains
when shareholders dispose of
their shares.

Capital gains and

capital losses

Prior to the reform, the tax
treatment of capital gains was
very complicated. The tax rate
generally decreased as the pe-
riod of ownership increased.
Now the tax rate on capital gains
is 25 per cent. In calculating tax-
able capital gains, it can be as-
sumed that the acquisition cost
is at least 50 per cent of the sell-
ing price if the property was ac-
quired before 1989 and at least
30 per cent otherwise. The cap-
ital gains on the sale of a perma-
nent home are tax-exempt after
the property has been held for
two years.

The deductibility of capital
losses was expanded. Capital
losses can be offset against
capital gains arising in the same
and three following years. How-
ever, capital losses are not as a
rule deductible from capital in-
come.

Income from forestry

Under the former system in
Finland, income from forestry
was taxed according to the area
and estimated forest growth,
without taking timber sales pro-
ceeds into account. Conse-
quently, the tax on income from
forestry had tobe paid evenif no
timber was actually sold. Under
the new system, timber sales
proceeds are taxed at the regu-

lar 25 per cent rate on capital 13
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income. However, a long tran-
sition period, to 2005, was al-
lowed. In 1993 when the change
was introduced, an individual
forest owner could choose be-
tween the old and new systems.
The choice was binding for the
entire transition period.

Deduction of

interest payments

Under the dual income tax
system, income is separated in-
to capital income and earned in-
come. Deductions must also be
allocated separately for the two
categories of income. The prin-
ciple is that interest expenses
are deducted from capital in-
come. As a rule, only interest
paid on housing loans, study
loans and loans related to the
generation of taxable income
are deductible. As regards in-
terest paid on housing loans,
several rules have been given
for the transition period. Thus in-
terest paid on other loans (con-
sumer loans, second residence
loans, etc.) will no longer be de-
ductible, except to a very limit-
ed extent during the transition
period.

If capital income is less than
the permitted deductions, a
credit equal to 25 per cent of the
shortfall can be applied against
the tax payable on earned in-
come. This is to ensure that the
interest deduction also applies,
for example, to taxpayers who
acquire a permanent residence
but have no capital income. The
maximum credit is FIM 8000
for a single taxpayer and FIM
20000 for a family. A deduction
of FIM 8 000, for example, corre-
sponds to interest expenditures
of FIM 32 000 as the tax rate is
25 per cent. The capital income
shortfall can be deducted over
aperiod of ten years.

Taxation of

corporations and

small businesses

Under the reform, the corpo-
rate tax rate was lowered to 25
per cent from the previous 19
per cent central government tax
plus 17 per cent local govern-

14 ment tax, which made a total

Bulletin 10+93

of 36 per cent. Since 1989 the
central government tax rate has
been lowered almost every year.

The lowering of the tax rate
was offset by eliminating certain
deductions. The undervaluation
of inventories and the operating
reserve were eliminated, except
that the operating reserve is still
allowed for partnerships and
self-employed persons, which
are subject to some extent to
progressive taxation.

The investment reserve sys-
tem was abolished already in
1991. Now, the right to depre-
ciate buildings was also some-
what restricted. The maximum
rate of depreciation for machin-
ery and equipment was re-
tained at 30 per cent and the de-
duction of entertainment ex-
penses was restricted to 50 per
cent. Whereas it was formerly
possible to deduct losses over
the following five-year period,
the new system provides for a
ten-year period.

Under the former system,
tax breaks were allowed for cer-
tain capital gains from the sale
of fixed assets (real estate,
shares). Now all forms of capital
gains to corporations are taxed
as normal income. On the
whole, the objective of the re-
form was to reduce the differ-
ence between taxable and ac-
counting profits.

The taxation of partnerships
was changed for the third time in
just a few years. Under the for-
mer system, half of the income
was taxed as partnership in-
come and the other haif (pro-
gressively) as personal income.

Since 1993 all the income of
partnerships and self-employ-
ed persons is taxed as the part-
ners' or owner's personal in-
come. The same principle is ap-
plied to assets in determining
the wealth tax. Income is divid-
ed into capital income and
earned income, but the distinc-
tion is not obvious. Capital in-
come is assumed to be 15 per
cent of a company's net assets.
The remaining part is consid-
ered earned income and is
therefore taxed progressively.
This principle is also applied to
farmers. Dividends distributed

by listed companies, however,
are always regarded as capital
income (see above). The tax re-
form also provides for a transi-
tion period, which makes it easi-
eron the taxpayer.

Other capital tuxes

In addition to the above-
mentioned changes in taxation,
a comprehensive real estate tax
was introduced. Previously, real
estate taxes played a very mod-
est role in the tax system. Such
taxation was dispersed in that it
entailed a variety of taxes (road
charge, tax on dwelling income,
presumptive local government
tax and charge on assessed
units of land).

The former system was re-
placed by a general real estate
tax, which is determined by
Parliament and applied by local
governments within the pre-
scribed limits. The tax rate is be-
tween 0.1 and 1.8 per cent of
the assessed value of real es-
tate. Forest land and agricul-
tural land are exempted from
the real estate tax. It is expected
that the real estate taxation will
become more important in the
future.

In the Finnish system, there
is also a tax on net wealth,
which is designed to comple-
ment capital income taxation.
The tax rate is 0.9 per cent on
net assets exceeding FIM 1.1
million (about USD 186 000).
Only a few households pay this
tax, as the assessed values of
assets are below market prices.
The tax is not applied to bank
deposits or bonds. The revenue
from the wealth tax is very insig-
nificant.

The Finnish inheritance and
gift taxes were not changed in
the context of the reform. These
taxes are very low for close rela-
tives and only slightly progres-
sive. The highest tax rate for
close relatives is 14 per cent.

ASSESSMENT OF

THE TAX REFORM

Fairness _

The Nordic countries have
now widely adopted a uniform
flat tax rate for capital income.



At first sight, this may seem sur-
prising as these countries have
been among the so-called so-
cial welfare states, where in-
come distribution and there-
fore progressive taxation have
played a crucial role. Itis usually
felt that as progressiveness di-
minishes, so does fairness.

But in practice, this need not
bethe case. Inthe past, nominal
tax rates were indeed high but
many deductions, tax reliefs
and loopholes led to low (some-
times even negative) effective
tax rates. As a result, the fair-
ness of taxation suffered se-
verely. An efficient and compre-
hensive system of flat rates ac-
tually means a definite improve-
ment in the fairness of taxation.

Disparity between

tax rales

After the reform, the biggest
problem is the large disparity
between tax rates on capital in-
come and on earned income. At
its largest, the gap is about 40
percentage points (65-25). This
creates an incentive to trans-
form earned income into capital
income, which the new legis-
lation was supposed to prevent.
In Norway and Sweden, the
situation is not as bad because
the highest marginal tax rates
were lowered considerably in
the context of tax reform. These
rates are now 48.8 per cent in
Norway and 51 per cent in Swe-
den - clearly below the level in
Finland. In the future, there will
be heavy pressure for lower tax
rates on earned income in Fin-
land.

Effective tax rates

The effective level of capital
income tax rates in Finland has
been assessed before. Accord-
ing to rough estimates, the aver-
age rate was 10-15 per cent
before the 1989 reform. This
reform increased the average
tax rate somewhat. The deduct-
ibility of interest costs is not in-
cluded in these figures. This
would further reduce the effec-
tive rates.

A 25 per cent flat tax rate im-
plies a slight increase in the ef-
fective tax rate. The effective tax

rate is now close to the 25 per
cent level because most of the
deductions have been eliminat-
ed. However, the change in the
effective rate varies for different
forms of capital income.

Tax revenuves

The tax reform is expected
to have an almost neutral effect
on tax revenues inthe shortterm
but to increase them somewhat
in the longer term. Extreme cy-
clical fluctuations make assess-
ments of the impact on reve-
nues tenuous. Animmediate and
significant increase in taxes on
real estate is expected.

Sensitivity to inflation

As mentioned earlier, infla-
tion is one of the arguments for
fairly low tax rates. Nominal tax-
ation readily leads to tighter real
taxation if inflation accelerates.
The greatestimpact of higher in-
flation would be on real tax rates
on capital gains and interest in-
come. Thus the new tax system
is not neutral regarding inflation,
butthis does not present a prob-
lem when inflation rates are iow.

Nevtrality as regards
financing modes

One of the main objectives
of the reformwas to increase the
neutrality in relation to different
forms of finance available to
companies. This was achieved
in part.

The following calculation
compares costs of different fi-
nancing modes before and after
capital income tax reform. A
market rate of 10 per cent is as-
sumed in the calculations.

Costs of various modes of fi-
nance under the former and
new capital income tax system,
or return requirement after tax-
es are as follows (per cent):

Old New
taxation taxation
Debt financing 6 7.5

Retained profits 12 10
Share financing 12.8 7.5

After the reform, the return
requirements concerning differ-
ent modes of finance have

come closer together. Neutrality
has thus beenincreased, butre-
tained profits are now the most
expensive mode of finance.
This is because they are dou-
ble-taxed (as corporate income
and as capital gain). It is quite
difficult to assess the impact of
the reform on the average cost
of financing. Changes in the av-
erage cost depend more on the
market rate of interest than on
the tax reform.

CONCLUSIONS

In principle, if the new capi-
tal income tax system is imple-
mented in full, it could be fairly
simple. Presently, it is complicat-
ed to some extent due to the
(partly long) transition periods.
It seems that in every country
political factors make the simpli-
fication of capital taxation diffi-
culi.

One of the primary objec-
tives of the reform was to create
a competitive tax system. This
objective was achieved, at least
in view of the current situation.
The taxation of dividends in par-
ticular is now more favourable
in Finland than elsewhere. Dou-
ble taxation has not nearly been
eliminated in all countries, even
though the issue is often dis-
cussed. On the other hand, the
25 per cent rate on interest in-
come and capital gains is not
particularly low. Other countries
grant many reliefs in the tax-
ation of interest income. Be-
sides, long-term capital gains
are commonly subject to low
taxes. Finnish corporate tax
rates are competitive by Euro-
pean standards, even after the
reform.

The neutrality of capital in-
come and corporate taxes has
increased considerably, which,
in the long term, should improve
resource allocation in Finland.
The taxation of self-employed
persons is fairly complicated
and so this is an area for possi-
ble change in the future.

8 October 1993
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ITEMS

EXPANSION OF

THE PRIMARY DEALER

SYSTEM FOR

BENCHMARK

GOVERNMENT BONDS

Agreements on benchmark
government bond issues and
the maintenance of a secondary
market were signed by the State
Treasury, the Bank of Finland
and Unibdrs Securities, a Dan-
ish broker, in September.

Unibdrs Securities is the first
foreign dealer to join the prima-
ry dealer system for Finnish
benchmark bonds and the first
foreign securities broking firm
accepted as a market maker in
the domestic bond market with-
out the establishment require-
ment.

Although Unibérs Securities
deals mainly in Scandinavian
bonds, it has been trading in
Finnish Eurobonds for several
years and in markka bonds
since the market was reopened.

The introduction of Unibors
Securities as a primary dealer is
expected to further improve the
liquidity of benchmark govern-
ment bonds and to attract great-
er numbers of investors.

Unibdrs Securities began
acting as a primary dealer on
1 October 1993.
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PUBLICATION OF

THE BANK OF FINLAND

The publication "Retail Bank-
ing in European Financial Inte-
gration" by Jukka Vesala has
appeared in the Bank of Finland
Publication Series D (D:77).

This study surveys the struc-
tural and competitive effects of
European financial integration
on retail banking in the forth-
coming European Economic Ar-
ea, and comments on potential
industry-specific efficiency and
welfare gains. The banking
deregulation that took place in
most European countries for
the most part in the 1980s and
EC banking legislation (largely
post-White Paper) are over-
viewed in an attempt to depict
recent changes in banks' legal
environment and their effects on
the evolution of banking. The
study is both descriptive and
analytical, as it contains com-
parative data for the period
1980-1990 (2) and employs the
analytical concepts of industrial
economics. Structural effects of
integration are evaluated by in-
vestigating banks' strategic re-
actions to changes in their legal
and competitive environment.

The data indicates marked
heterogeneity in the European

banking industry. The British,
Swiss and German banks ap-
pear to be the most competitive
and the ltalian, Spanish, and
Finnish banks the least compet-
itive at the onset of the Single
Market, as measured by level of
competition and operating effi-
ciency. In retail banking, the
sub-markets for wealthy con-
sumers and medium-sized
firms are expected to experi-
ence a significant increase in
competition and io possess
contestable properties, where-
as the "'mass retail markets" are
expected to remain segmented,
at least in the short run, due to
significant barriers to entry. In
the long run explicit coopera-
tion, which appears to have in-
creased of late (even among
banks from different countries),
and tacit collusion constitute the
most serious threats to competi-
tion. Thus, an active competi-
tion policy is required to ensure
the efficient operation of the Sin-
gle Market for banking services.
Helsinki 1993. pp. 222.

ISBN 951-686-378-7.

ISSN 0355-6042.
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES
FROM SEPTEMBER 1992 TO AUGUST 1993

1992

- 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. Immediately 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.

L 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
taking into consideration the
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 Ltd 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.

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 billion.

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.
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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
short-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

18 by the consumer price index;
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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 percentto 7.5 percent 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

(8) 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.

MAY

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
7.5 per cent to 7.0 per cent with
effect from 17 May.

Cash reserve requirement.
The Bank of Finland lowers the
banks' cash reserve requirement
from 5.5 per cent to 4.5 per cent
of the cash reserve base at
end-April.

Maximum Interest rate on
transaction accounts. Under
the amendment to the law on
income and wealth taxation, the
maximum annual rate of interest
payable on tax-exempt
transaction accounts is lowered
from 4.5 per cent to 2.5 per cent
with effect from 6 May.

JUNE

Cash reserve requirement.
The Bank of Finland lowers the
banks' cash reserve requirement
from 4.5 per cent to zero (0) per
cent of the cash reserve base at
end-May and returns the banks'
cash reserve deposits on 1 June
1993.

Termination of till-money
credit facility. The Bank of
Finland decides to terminate its
till-money agreements with the
banks with effect from 30 June,
when the till-money credits
currently extended to the banks
mature.

Market in government
securities. On 15 June, the
Bank of Finland announces
measures designed to promote
the functioning of the market in
government securities by
improving the operating
conditions of primary dealers.
Among other things, the Bank
starts to hold weekly repo
auctions in government and
Bank of Finland securities for the
primary dealers. In addition, the
Bank may, at its discretion, grant
intraday credit to primary dealers
and special short-term financing
to non-bank primary dealers.

Introduction of minimum
reserve system. In June, an
amendment to the Regulations
for the Bank of Finland enters
into force providing for a
mandatory minimum reserve
system. On 30 June, the Bank
decides to terminate the existing



cash reserve agreement with the
banks and replace it by the
minimum reserve system.
Deposit banks and branches of
foreign credit institutions are
required to hold 2.0 per cent of
their liquid deposits, 1.5 per cent
of their other deposits and 1.0
per cent of their other domestic
liabilities as non-interest-bearing
minimum reserves at the Bank of
Finland. The system is applied
for the first time to the reserve
base for June and the
corresponding deposits are to
be made by the end of July.
Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
7.0 per cent to 6.5 per cent with
effect from 15 July.

AUGUST

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
6.5 per cent to 6.0 per cent with
effect from 16 August.

Guarantee to the Union
Bank of Finland and
Kansallis-Osake-Pankki.

On 19 August, the Government
makes a decision in principle to
guarantee the acquisition of new
equity capital by the Union Bank
of Finland (UBF) and
Kansallis-Osake-Pankki (KOP).
The final decision is subject to
approval by Parliament of the
necessary revisions to the
budgetary powers.

The guarantee to be given to the
UBF covers the issue of
preferred capital certificates up
to FIM 1 billion and that to KOP
the issue of preferred capital
certificates and subordinated
debentures up to a total of FIM
1.8 billion. In the case of
preferred capital certificates, the
guarantee applies to both
interest and principal and will
remain in force for a maximum
of 10 years.

The state will receive
consideration against the
guarantees, the probable value
of which will cover the probable

amount of expenses incurred by
the state.

Support to the Savings Bank
of Finland. On 19 August,

the Government grants capital
support totalling FIM 1 billion to
the Savings Bank of Finland. Of
this amount, FIM 250 million is
used to increase the bank's
share capital and FIM 750 million
to purchase the bank's preferred
capital certificates. As a result,
the state's holding in the Savings
Bank of Finland rises to 99 per
cent.
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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
Helsinki (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 1809 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. Following 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-

20 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 gquantita-
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 channel 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 414 bil-
lion in basic values in 1992, 3 % was
generated in agriculture and fishing,
2% in forestry, 22 % in industry, 6 % in
construction, 12 % in trade, restaurants
and hotels, 9 % in transport and com-
munications, 3 % in finance and insur-
ance, 18 % in other private services
and 22 % by producers of government
services. Of total employment of 2.1

million persons in 1992, 9 % were
engaged in primary production, 27 %
in industry and construction and 64 %
in services.

In 1892, expenditure on the gross
domestic product in purchasers' values
amounted to FIM 476 billion and was
distributed as follows: net exports
1.2 % (exports 26.8 %, imports
-25.6 %), gross fixed capital formation
18 %, private consumption 57 % and
government consumption 25%. Fin-
land's tax ratio (gross taxes including
compulsory employment pension con-
tributions relative to GDP) was 47 per
cent, which is somewhat below the
average for the Nordic countries.

Average annual (compounded)
growth of real GDP was 4.7 % in the
period 1950-59, 5.0 % in 1960-69,
3.7% in 1970-79, 3.7 % in 1980-89 and
3.7 % in 1950-92. Finland's GDP per
capita in 1992 was USD 21 000.

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 fellings was 38 miliion
cubic metres in 1992.

Energy. in 1992, gross consump-
tion of primary energy amounted to 30
Mtoe, of which industry accounted for
45%, heating for 22 %, transportation
for 14 % and other purposes for 19 %.
The sources of primary energy in 1992
were as follows: oil 29 %, coal 9 %,
nuclear power 15 %, hydro-electric
power, peat and other indigenous



sources 31 %, others 16 %. 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 ANDBANKING

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
4.87580 (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
Finland (Suomen Pankki — Finlands

Bank), founded in 1811, operates under
the supervision of the Parliamentary
Supervisory Board, the nine members of
which are entrusted with overall supervi-
sion 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 liaises closely with the Govern-
ment, so as to coordinate economic pol-
icy. The Bank of Finland has a head
office in Helsinki and 7 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 758 billion in outstanding
domestic credit at the end of 1992,
58 % was provided by deposit banks

3 % by private mortgage banks, 19 %
by insurance companies, 3 % by other
private credit institutions, 6 % by public
financial institutions and 10 % by the
state, focal 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 alsc quoted. Domestic
bonds and debentures in circulation at
end-1992 totalled FIM 162 billion; gov-
ernment 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. 8Sept. 13 Sepi. 23 Sept. 30 Sept.
ASSETS
Gold and foreign currency daims 29 517 30248 28120 27 572 27 083
Gold 2180 2180 2180 2180 2180
Special drawing rights 564 677 674 690 675
IMF reserve franche 1732 1875 1867 1911 1869
Convertible currencies 25041 25516 23 399 22791 22 359
Other foreign claims 4 867 5362 5360 5367 5364
Markka subscription to Finland's IMF quota 4 464 4904 4904 4904 4904
Term credit 404 458 455 463 460
Cluims on finuncial institutions 14 595 8186 9362 9153 9723
Liquidity credits 1585 589 168 0 1779
Certificates of deposit 3930 2130 1880 1668 925
Securities with repurchase commitments 4 408 4023 5817 6013 5549
Term credits 100 - - - -
Till-noney credits 2872 - - - -
Bonds 1462 1207 1260 1233 1233
Other claims on financial institutions 238 238 238 238 238
Claims on the public sector 2 446 1421 1408 1438 1444
Treasury notes and bills - - - - -
Loans to the Government Guarantee Fund 1000 - - - -
Total coinage 1446 1421 1408 1438 1444
Cluims on corporations 1458 3378 3372 3371 3363
Financing of domestic deliveries (KTR) 747 570 565 563 555
Other claims on corporations 711 2 807 2807 2 807 2807
Other assels 10925 7572 7572 7571 7576
Loans for stabilizing the money market 9474 7 407 7 407 7 407 7 407
Accrued items 1298 - - - -
Other assets 153 165 165 164 169
Capitalized expendiiures and losses
due fo safeguarding the stabilily
of the money market 1700 1700 1700 1700 1700
Total 65509 57 867 56 894 56172 56 253
LIABILITIES
Foreign currency liabilities 101 214 216 217 225
Convertible currencies 101 214 216 217 225
Other foreign liabliities 7764 6072 6067 6094 6 068
IMF markka occounts 4 464 4904 4904 4904 4904
Allocations of special drawing rights 1026 1167 1163 1190 1164
Other foreign liabilities 2274 - - - -
Notes and coin in circulation 14 508 13 304 13300 13299 13317
Notes 13 209 12020 12017 12016 12036
Coin 1299 1285 1283 1282 1281
Cerfificates of deposit 4 880 15 469 14 484 13185 13615
Liabilities fo finandal institutions 20 000 6701 6 505 6869 6 354
Call money deposits 2135 390 195 565 15
Term deposits 4700 - - - -
Minimum reserve deposits 13165 6310 6310 6304 6338
Other liabilities to financial institutions - 1 1 0 1
Liabilities fo the public seclor 90 150 150 149 149
Cheque accounts 72 2 2 2 2
Deposits of the Government Guarantee Fund 18 147 147 147 147
Other liabilities to the public sector - - - - -
Liabilities to corporations 3362 2266 2223 2214 2210
Deposits for investment and ship purchase 3362 2266 2223 2214 2210
Other linhilities 4 399 208 203 203 204
Accrued items 4242 - - - -
Other liabilities 156 208 203 203 204
Valuation account and reserves 4642 7719 7981 8178 8 346
Capital accounts 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
§2  Profit/loss for the accounting year - - - - -
Total 65509 57 867 56 894 56 172 56 253
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
End of Foreigm secior Publicsector
" Gold sped-l IMF  Converi- Comvert- Tied Foreign Other MNet Cluims Liabil- Net
rawing reserve ible ible corren- exchamge cluims, claims itles claims
tramche curren- reserves, cies,nef reserves, not (7+8) {10-11)
cies, met total totul
{(1+2+3+4) {5+6)
1 2 3 4 5 6 7 8 9 10 1 12
1988 2128 1120 940 24373 28561 945 29506 1117 30623 1128 1903 -775
1989 2179 966 950 18780 22875 -564 22 312 440 22752 1137 5325 -4188
1990 2180 791 783 33451 37205 -882 36324 -364 35960 1314 1321 -7
1991 2180 932 1136 29 336 33584 33 33616 -412 33204 1375 3 1372
1992 2180 564 1732 24940 29416 - 29416 -2897 26519 2446 90 2356
1992
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
Nov. 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 22 521 27 330 ~ 27330 -716 26614 1954 102 1852
April 2180 615 1842 29986 34623 ~ 34624 678 33946 2639 59 2580
May 2180 634 1819 29778 34411 ~ 34410 -692 33718 2416 64 2352
June 2180 650 1866 32156 36852 ~ 36 851 -699 36152 1396 591 805
July 2180 661 1899 30157 34897 ~ 34898 681 34217 1396 150 1246
Aug. 2180 680 1927 26834 31621 - 31 621 -707 30914 1412 149 1263
Sept. 2180 675 1869 22134 26858 ~ 26858 704 26154 1444 149 1295
Endof Domestic finandal secior Corperaie sector
el:;:on uq"‘“' mnln-- “:'55:.':? d-l-lon d.-'l':s ‘i:lld-‘ o I:I.' “.:d“ shon'dli-g
deposit ! dm deposit  financial (13+14+ formof other (19+20) coinin CDsisswed
banks blnh,lol cl t banks fnstie- 15416+ spedial cires- bytheBank
tions, net 17) financing net lation ofFinlond
13 14 15 16 17 18 19 20 21 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 -17 401 3427 2317 2664 1477 -9724 8247 14555 -
1991 11882 -2206 -10361 3528 2003 4846 1086 -6854 -5768 14528 8 880
1992 3738 -550 -13165 2872 1700 -5405 747 —2651 —1904 14508 4 880
1992
Sept. 13354 -811 -9762 3450 1758 7 989 832 -3412 -2580 13459 13720
Oct. 5520 -219 -10421 3432 1748 60 807 -3315 -2508 13493 12540
Nov. 9211 1875 11900 2778 1737 3701 787 -3238 -2451 14062 14885
Dec. 3738 -550 -13165 2872 1700 -5405 747 —2651 -1904 14508 4880
1993
Jan. 6804 -3732 -14734 3023 1665 -6974 728 -2072 -1344 14906 6710
Feb. 7 448 -690 -14806 351 1639 -2898 710 -1915 1205 13840 7220
March 8069 142 -14698 2994 1626 -1867 686 —-1808 -1122 13720 10270
April 2 688 -815 -14599 2747 1608 -8371 662 -1744 -1082 13834 13490
May 5359 -~-3395 -11790 2750 1591 -5485 643 392 1035 13870 16190
June 4275 945 - - 1556 6776 608 428 1036 13864 28367
July 4763 75 -6262 - 1488 64 592 475 1067 13553 18956
Avg. 6 953 408 -6310 - 1 459 2510 575 524 1099 13297 18259
Sept. 6474 1764 -6338 - 1470 3370 555 597 1152 13317 13615
! Call money claims on deposit banks, nei until 2 July 1992.
2 Cash reserve deposits priorto 1 July 1 S3
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2. THE BANKOF FINLAND'S OPERATIONS IN THE MONEY AND
FOREIGN EXCHANGE MARKETS AND THE BANKS' FORWARD
HANGE POSITION

EXC
2.1 BANKS' LIQUIDITY POSITION

2.2 THE BANK OF FINLAND'S MINIMUM

AT THE BANK OF FINLAND, RESERVE SYSTEM?
MILL. FIM
Average of Cail Liquidity Liquidity End Reserve requl Cash Peposits,
daily momey  credils’ position, of On [ On reserve  mill. IM
ohservations depesits net' period ""““ other “m"‘ require-
(1-2) % % _capliel,%  wment,% Total
1 2 3 1 2 3 4 5
1988 621 127 494 1988 76 19039
1989 416 369 47 1989 9.1 25506
1990 806 132 674 1990 70 17 401
1991 881 985 -103 1991 4.0 10 361
1992 2103 437 1666 1992 5.0 13165
1992 1992
Sept. 3974 1687 2287 Sept. 3.7 9762
Oct. 2191 876 1314 Oct. 4.0 10421
Now. 1512 296 1215 Nov. 45 11900
Dec. 1193 640 553 Deec. 5.0 13165
1993 1993
Jan. 1511 594 917 Jan. 55 14734
Fob. 1305 23 1282 Feb. 5.5 14 806
March 416 1008 -592 March . 5.5 14 698
April 629 390 239 April . 55 14 599
May 763 186 577 May . . . 4.5 11790
Jume 1032 387 645 Jone . . . - .
Joly 981 518 462 July 2.0 1.5 1.0 6262
Avg. 581 311 270 Avg. 20 1.5 1.0 6310
Sept. 482 480 2 Sept. 20 1.5 1.0 6338
'Call money credits and call money position until 2 July 1992. *Cash reserve system prior fo 1 July 1993
2.3 THE BANK OF FINLAND'S MONEY MARKET TRANSACTIONS, MILL FiM
During Perchases Sales Matured Monoy market
peried of money of menoy money fransactions, net
maricet maricod market 1-2-3)
Instraments insiromonts instroments,
net
1 2 3 4
1988 13840 19190 -16850 11500
1989 131110 3855 99 245 28010
1990 163 326 26 379 160797 -23850
1991 109 568 30380 81 969 -2781
1992 76230 137 940 -60417 -1293
1992
Sepi. 4300 19920 -5930 -9690
Oct. 1760 10740 -2060 -6920
Novwv. 8030 7570 -2420 2880
Dec. 12070 5680 -2560 8 950
1993
Jan. 5490 5400 3890 -3800
Feb. 6500 8 340 -260 -1580
March 10470 12750 660 -2940
April 5870 11310 1450 -6890
May 4250 21140 ~775 -16115
June 4041 22169 -19911 1783
July 7070 12260 -18 300 13110
Awg. 7240 14 950 -10660 2950
S4 Sept. 7920 7720 -6920 7120
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2.4 THE BANK OF FINLAND'S TRANSACTIONS IN CONVERTIBLE CURRENCIES, miLL. Fim

Intorvention in the foreign exchange market Spot Ceniral
fransactions governmesnt’s
Durin lm“ Spot Forward .ni--:go related foreligm
peri pere sales intervention= to forward exchange
change in forward coniracts, frumsactions,
exchange position nef net
1 2 3 4 5

1991 35120 —69 940 -14820 12820 12260
1992 20870 -70640 - 1650 390 45060
1992

Avg. 110 -17700 -6110 6 350 3170
Sept. - -20 880 -14 860 11610 2 800
Oct. 5870 - 670 -2210 3510
Nov. 4530 - 6190 -6610 13020
Dec. - -2990 5100 -5710 -1200
1993

Jan. - -9390 ~440 -580 12 660
Feb. - -8830 3600 -2000 7 870
March - -7470 -3920 4030 2 690
April 3610 -3010 4510 —-1650 10820
May 5220 -2090 2410 -2300 660
June 6040 -1010 1220 -1600 -1690
July 960 -8360 -4 800 4520 -820
Avug. 510 -3580 960 -810 —420

2.5 FORWARD EXCHANGE MARKET, L. rim

Endof Banics' forward positions with
porled Domostic companies Foreign Bank Total, net
banks, net of Finland, net {3+4+35)
Forward exchange Forward exchange Net
bought by banks sold by bunks (1-2)
1 2 3 4 5 6
1988 16 488 1543 14946 9 086 -377 23 654
1989 10531 3563 6967 8 031 205 15204
1990 11 609 4979 6 631 10100 -6098 10 633
1991 33004 36 352 -3348 2 550 8953 8155
1992 39195 32939 6256 -11197 7133 2192
1992
Avg. 25399 34767 -9368 421 7933 -1014
Sept. 34168 45232 -11 065 -9827 20158 -734
Oct. 37048 38 820 -1771 -10681 17 921 5469
Nov. 40986 35550 5436 -11623 11617 5430
Dec. 39195 32939 6256 -11197 7133 2192
1993
Jan, 35125 32711 2414 -9056 6433 -209
Feh. 33948 32896 1072 -8308 2585 —~4 651
March 33115 34 059 -944 ~-10187 9815 -1316
April 36298 33616 2 682 ~11158 7 460 -1016
May 36027 31763 4264 -6992 4144 1416
June 36 401 26 908 9 493 -5785 2204 5912
July 34287 26 687 7 600 ~13932 6718 386
Aug. 32677 26 607 6070 ~10840 5912 1142 S5
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3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED
BY THE BANK OF FINLAND, per CENT

v b e g HELIBOR Bank of Finland
servations rale
1 3 6 12 Liquidity Call Base
month months months months crodit mol rafe
rate! deposht
rafe
1 2 3 4 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 9.17
1992
Sept. 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
Novwv. 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
April 8.93 8.85 . 8.73 8.57 8.44 9.85 5.85 7.50
May 8.48 8.41 8.25 8.14 7.97 9.42 5.42 7.26
June 7.77 7.70 7.62 7.57 7.55 8.72 4.72 7.00
July 7.45 7.31 7.27 7.22 7.12 8.31 4.31 6.73
Avg. 6.18 6.70 6.65 6.56 6.52 7.74 3.74 6.24
Sepi. 6.35 6.81 6.68 6.49 6.29 7.76 3.76 6.00
! Call money credit rate until 2 July 1992,
3.2 THE BANK OF FINLAND’S 3.3 WEIGHTED EURORATES
LIQUIDITY FACILITY AND COMMERCIAL
ECU INTEREST RATE, perCENT
The Bank Liquid- wid- Call lvouf,o EVU 3 Commerdal
of n'l I.b money o!_d-l currendies ECU
Finland's eredit: ¢ 2 dma-
ftender imtor- metur- valions 3 months
rate, % eostrate ity, infer-
- days ost 1 2 3
~poinis rate
ol 1988 6.9 6.0 6.9
1989 9.3 8.4 9.3
1 2 3 4 1990 105 9.1 10.4
1992 1991 10.1 8.5 9.9
Sept. 18.15 Sept. +1.00 14 -500 1992 10.4 7.8 10.6
Oct. 13.69 Oct. +1.00 7 -300 092
Nov. 11.03 Now. +1.00 7 -3.00 Sept 1.0 75 1.6
Dec. 10.69 Dec. +1.00 7 3.00 oo 103 79 ni
1993 Neov. 9.9 7.3 10.4
Jan. 10.49 Jan. +1.00 7 -3.00 Dee. 10.3 7.2 10.9
Feb. 9.34 Feb. +1.00 7 -3.00 1993
March 8.96 March +1.00 7 -3.00 3 9.9 6.8 101
April 885 | Aprll  +1.00 7 -3.00 gam. : : -
May 842 | Mmy  +1.00 7  —3p0 Feb. 9.9 6.6 9.6
June 772 | Jume  +1.00 7 -3.00 March 9.3 6.4 9.2
July 7.31 July +1.00 7 ~3.00 April 8.6 6.3 8.9
Aug. 674 | Awg.  +1.00 7 -3.00 May 7.9 6.1 79
Sept. 6.76 Sept. +1.00 7 -3.00 Jume 7.6 6.1 7.5
July 7.7 59 7.8
85 '83'1333 2.22 Avug. 7.5 5.5 7.7
07.09.1993  6.74 Sept. 7.4 55 7.7
20.09.1993  6.75
23.09.1993  6.87
S6 30.09.1993  6.99
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3.4 RATES OF INTEREST APPLIED BY BANKS, per cent

'A.v:ugo Lending Markka deposits and other markka funding
e Newwedn B o Beun S S il ol R
Cheque Bilisof Loams New rate Com- fox- o~ I interest | st
account  ex- lending, mor- oxom oxem m on omother on markku
and post- change fotal dal d ' d.pE:-- o, depesiis funding fending
I|'|:. banks rate of
cradits interest’
1 2 3 4 5 6 7 8 9 10 11 12
1988 10.22 1227 1050 10.72 9.88 9.74 8.00 3.75 5.24 9.80 6.20
1989 12.97 13.47 11.58 12.07 1056 10.40 7.50 4.50 5.67 11.92 7.37
1990 1324 1562 13.33 1385 11.84 11.61 7.50 4.50 643 13.55 8.41
1991 13463 15.88 13.40 13.84 1208 11.80 7.50 . 4.50 710 1322 897
1992 1404 1586 1332 13.75 1246 12.13 7.50 8.50 4.50 7.41 12.84 9.14
1992
Aug. 1621 1656 14.33 14.81 1281 1252 7.50 . 4.50 7.71 13.64 9.68
Sept. 1656 16.94 1452 15.00 13.01 1272 7.50 850 4.50 7.80 1439 10.03
Oct. 1670 1629 13.76 1429 12.87 1243 7.50 8.50 4.50 7.66 13.11 9.41
Nov. 1418 15.74 13.10 13.47 1270 12.26 7.50 8.50 4.50 741 12.26 8.99
Dec. 12463 1499 11.64 11.98 1234 11.93 7.50 8.50 4.50 7.06 11.78 8.62
1993
Jan. 11.87 1536 1232 1253 11.89 11.68 6.50 7.50 4.50 656 11.18 8.04
Feb. 1207 1478 11.34 11.68 11.33 11.15 5.50 6.50 4.50 6.05 10.51 7.53
March 11.35 1450 10.93 11.29 11.07 1084 550 6.50 4.50 5.87 10.04 7.30
April 1082 1423 10.29 10.60 10.89 10.62 550 6.50 4.50 5.74 972 7.1
May 9.78 14.23 10.13 1040 10.56 1027 5.00 6.00 2.50 4.90 942  6.43
Jeme 559 1388 951 944 1035 1006 500 6.00 2.50 4.75 9.08 6.18
July 1045 13.04 899 947 10.01 9.73 450 550 2.50 4.50 8.64 588
Avg. 1067 1320 879 925 958 926 400 5.00 2.50 4.10 8.09 544
'End of period.
3.5 YIELDS ON BONDS AND DEBENTURES, Per CENT
Period mrdu 'Ih:-bl:-' m:lbll: 'lhxlr“oo
c
the Bank of H:I'nd !"..::' L-u' r:llu
3 5 s 10
years yoars yours yours
1 2 3 4 5 6
1988 10.7 10.8 10.6 10.6 7.8
1989 12.2 12.0 12.1 11.9 8.1
1990 13.7 13.5 13.2 133 9.2
1991 12.3 12.2 11.9 . 12.6 10.0
1992 13.1 13.0 12.1 115" 13.8 9.9
1992
Avg. 14.3 14.0 12.8 . 14.5 10.4
Sepi. 15.0 14.7 13.3 . 15.3 10.1
Oct. 14.3 14.2 13.0 . 15.3 9.9
Nov. 12.8 12.9 12.0 2.0 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
March 9.7 10.0 9.4 9.9 1.4 7.6
April 9.6 10.0 9.3 9.8 11.0 7.8
May 9.2 9.6 8.9 9.5 11.0 6.7
Jume 8.8 9.2 8.4 9.0 9.3 6.7
July 8.2 8.7 8.0 8.5 1.1 6.3
Avwg. 7.4 7.9 7.2 7.7 9.2 5.9
' November and December only.

S7
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4. RATES OF EXCHANGE
4.1 MIDDLE RATES, rim

Average New Monireal Lendon Dublin Stockholm Oslo Copen- Fronkfurt Amsier- Bressels Zurich Parils
ofdaily York hagen am dam

quo-

tations TUSD 1CAD 16BP 1IEP 188K 1NOK 1 DKK 1DEM 1NLG 1REF 1CHF 1FRF

1 2 3 4 L) 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 3.823 3.277 6.808 6.325 0.6459 0.6110 0.6181 2.3664 2.1002 0.11447 2.7576 0.7024
1991 4.046 3533 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 25552 0.13973 3.2000 0.8486

1992

Sept. 4.439 3.635 8.209 8.066 0.8271 0.7653 0.7904 3.0602 2.7170 0.14848 3.4724 0.8993
Oct. 4.695 3.771 7.791 8.340 0.8410 0.7774 0.8218 3.1725 2.8180 0.15398 3.5775 0.9350
Nowv. 5048 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 7969 8.570 0.7457 0.7710 0.8395 3.2477 2.8890 0.15784 3.6137 0.9526

1993

dJan. 5419 4242 8304 8.863 0.7475 0.7885 0.8699 3.3561 2.9850 0.16307 3.6685 0.9899
Feb. 5.830 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
April 5597 4.435 8.646 8.551 0.7519 0.8268 0.9131 3.5076 3.1212 0.17038 3.8346 1.0371
May 5479 4317 8493 8.321 0.7484 0.8067 0.8888 3.4137 3.0432 0.16604 3.7865 1.0126
Jume 5549 4.339 8.394 8.212 0.7489 0.7961 0.8793 3.3664 3.0017 0.16381 3.7713 1.0001
July 5778 4.506 8.638 8.150 0.7262 0.7906 0.8698 3.3682 2.9954 0.16313 3.8123 0.9897
Avg. 5831 4462 8.699 8.110 0.7237 0.7915 0.8429 3.4363 3.0540 0.16183 3.8905 0.9818
Sept. 5783 4379 8.813 8295 0.7219 0.8168 0.8707 3.5637 3.1734 0.16601 4.0737 1.0188

Average Rome Viesma Lishon Reykjavik Muadrid Athens Tallimn Tokyo Mel- ECU SDR
of daily bowrme c.:-lor-
- al

I.:ﬂ.onl 1ITL 1ATS 1PTE 18K 1088P 16RD 1 EEK 1JPY 1AUD 1 XEU 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 561826

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

Sepi. 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
Jamn. 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
March 0.00375 0.5153 0.0392 0.0918 0.0507 0.0270 0.4532 0.05103 4.225 7.034 8.24353
April 000364 0.4985 0.0378 0.0886 0.0484 0.0256 0.4384 0.04982 3.985 6.830 7.90874
May 0.00371 0.4851 0.0362 0.0868 0.0453 0.0250 0.4267 0.04970 3.826 6.672 7.76351
Jume 0.00370 0.4784 0.0354 0.0858 0.0438 0.0249 0.4208 0.05172 3.747 6.582 7.82674
July 0.00365 0.4786 0.0345 0.0806 0.0430 0.0248 0.4210 0.05365 3.913 6.564 8.03185
Awg. 0.00363 0.4884 0.0336 0.0813 0.0420 0.0245 0.4295 0.05621 3.957 6.555 8.17177
S8 Sept. 0.00369 0.5064 0.0348 0.0833 0.0442 0.0250 0.4455 0.05485 3.772 6.771 8.20308
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4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

Average Markka valve of the ECU Currency indices, 1982=100
of daily FIN/ECU Payments MERM
observa- currency Index curroncy Indeox
tioms 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
Sept. 6.13433 122.6 120.0 120.8
Octl. 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
Feh. 6.89952 135.6 138.8 143.9
March 7.03656 138.2 141.6 147.4
April 6.83031 134.0 136.2 141.6
May 6.67350 131.7 133.5 139.3
June 6.58470 130.9 133.2 140.1
July 6.57241 131.0 134.6 142.2
Avg. 6.60127 131.9 135.7 143.9
Sept. 6.81414 134.5 137.6 144.7

S9
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5. OTHERDOMESTIC FINANCING
5.1 BANKFUNDING FROM THE PUBLIC, mitL. Fim

End of Chogue Trans- Time Other Marida Foreign Yotal Other Tolal
period and action posifs deposhis deposits, ' deposiis fonding funding
gire toful depesits {3+6) (7+8)
(142434 4)
1 2 3 4 5 6 7 8 9
1988 25473 76 958 121 670 224102 4643 228745 28844 257589
1989 28 942 85 396 125748 240085 7358 247 444 35298 282742
1990 30953 96176 124 930 252 058 6818 258876 38835 297711
1991 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992 34832 88526 114771 21218 259347 14626 273973 65557 339530
1992
July 32419 83953 122788 18003 257163 10665 267828 62293 330121
Avg. 33067 83283 122056 17976 256 381 11525 267906 60054 327961
Sept. 30779 82078 120918 18662 252436 15698 268134 61377 329510
Oct. 34 447 82734 119726 19659 256 566 15429 271995 59666 331 661
Nov. 34 675 82763 118536 19613 255587 14807 270394 61800 332194
Dec. 34 832 88526 114771 21218 259347 14626 273973 65557 339530
1993
Jan. 36 386 90643 112861 21500 261390 15643 277033 62732 339766
Feb. 34514 90871 111873 21643 258901 16995 275896 67225 343122
March 36713 88594 110246 21576 257130 16498 273627 67271 340898
April 34 626 88277 109522 21839 254264 15708 269972 64776 334747
May 36 856 86814 108988 22119 254776 14 521 269 297 677147 337011
June 36 554 87629 108571 22615 255368 13402 268770 67806 336576
July 35787 87997 107 557 23582 254924 15616 270540 63737 334277
5.2 BANKLENDING TO THE PUBLIC, muLL. Fim
End of Chegque Bills of Loans Markka Foreign Total
period accownt exchange lending, currency lending
und postal total crediis {4+5)
giro aredits {1+2+3)
1 2 3 4q L) 6
1988 11358 5920 234 268 251 545 50235 301 780
1989 15270 5650 257 768 278 688 73176 351 864
1990 19 152 5777 260790 285720 103 134 388 853
1991 18037 4712 262 859 285 609 107714 393 323
1992 16 045 3335 252163 271544 95168 366712
1992
July 16 959 3848 257777 278 583 95 334 373917
Avug. 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
Nov. 16.545 3449 254 411 274 405 101 162 375567
Dec. 16 045 3335 252 163 271 544 95168 366712
1993
Jan. 15948 3017 251227 270192 96 543 366735
Feb. 16 086 2944 251618 270 647 97 973 368 621
March 15718 2894 251 528 270140 95576 365717
April 15326 2 891 251 556 269774 88 604 358 378
May 15198 2 848 251553 269 599 85075 354 675
June 15221 2812 251 305 269 339 83482 352821
S10 July 15245 2858 251610 269713 82922 352 635
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5.3 MONEY SUPPLY AND MONETARY AGGREGATES, MmiLLFiM

:::l.'d Foreign Domestic credit Ilem m ", "
o ms,
net e el (a3 net (1+4+5)
govermment
1 2 3 4 5 [ 7 8
1988 -40670 -15356 353 681 338325 -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 291045
1991 -86 555 -6516 470 852 464336 102540 130644 275241 310924
1992+ - 68 099 81 439 937 440018 -97909 134829 27401 310733
1992*
Avg. -65517 -1835 456 178 454342 -118708 126771 270118 311 644
Sept. -70526 4256 454777 459032 122318 123157 266188 307 307
Oct. —66 406 5737 451 432 457170 -119914 128012 270850 313 340
Nowv. -65532 -8253 448726 440473 -105066 128610 269 875 312343
Dec. -68 099 81 439 937 440018 -97909 134829 274011 310733
1993*
Jan. ~-58784 -103 441 263 441160 106350 138722 276 026 315321
Feb. —-55 354 -997 443 883 442886 -114185 136779 273 346 307 399
March -52886 -162 445947 445785 -121904 135990 270994 311305
April -41746 271 431 871 432142 121662 134069 268734 308 513
May -39870 687 430 307 430993 -121897 134801 269 227 307 799
June -38803 41 429 134 429175 -120187 135602 270184 307 449
July -34515 740 430774 431514 127404 135157 269 594 309 002
Aug. . . . . .. 135957 268 974 311971
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, MmiLL. Fim
End of Foreign currency-denominated debt Markkea-denominated debt Total Out- Cash
period 1] stand-  funds
Bonds  Other Long- Total Public Other Treaswry Toful govern= fi
bonds term {1+2+3) bonds long- noles (5+6+7) ment lending
and promis- ferm and debt
deben- = sory Habil-  bills (4+8)
fures notes ities
1 2 3 4 5 6 7 8 4 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 61671 19781
1992
Aug. 66790 3050 1630 71470 34862 11460 11901 58223 129693 60172 20510
Sept. 79848 3579 2209 85636 36152 11460 12193 59805 145441 60940 21269
Ocl. 84008 3599 2549 90156 37427 11460 14533 63420 153576 61672 22952
Nov. 85971 3704 2599 92274 38928 11460 14716 65104 157378 61743 22448
Dec. 100244 3669 2474 106387 40578 13555 14762 68895 175282 616717 19781
1993
Jan. 116428 7343 2607 126378 41597 13555 16900 72052 198430 62268" 22958
Feb. 130937 8155 4440 143532 44537 13598 20397 78532 222064 627427 16444
March 135192 8185 4422 147799 47824 13593 22315 83732 231531 636327 39402
April 139909 7834 4221 151964 49146 12897 22570 84613 236577 641977 45211
May 139488 8701 4209 152398 51126 12771 22014 85911 238309 64 292" 43522
Jume 139102 9018 4263 152383 57718 12770 22126 92614 244997 64 436" 43203
July 142159 9510 4409 156078 59997 12769 21459 94225 250303 647967 40718
Avg. 143148 9457 4411 157016 63086 15355 23460 101901 258917 .. 45091 S11
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5.5 MARKKA BOND MARKET
A) ISSUES, miLL. Fim

Duwrin, Total
peork H a— .".d:r By fype ofloan (142+3+4+8)

€ - ] Coniral Local Others Private =

r-ll.’::s I-I-ll.'ll:- government! govermment Public lssves pincings (6+7+8)

Taxable Taxfree
1 2 3 4 5 6 7 8 9

1988 3027 8418 6889 268 61 7 861 6 522 4280 18 663
1989 4204 11022 5717 233 13 11146 2997 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+ 6 984 15043 12965 2674 4 23 858 - 13812 37 671
1992+
Avg. 18 1445 175 20 - 1620 - 38 1657
Sept. 2 964 190 77 - 231 - 1002 1233
Oct. 1371 692 2966 208 - 3307 - 1930 5237
Nov. 140 1478 430 120 - 1918 - 250 2168
Deec. 1065 4 559 - 600 - 2178 - 4046 6224
1993*
Jan. 624 592 1766 276 - 2318 - 940 3258
Feb. 471 843 3480 283 - 4425 - 652 5078
March 871 657 3944 656 13 4991 - 1149 6140
April 504 224 1835 89 - 2143 - 509 2 652
May 3281 1262 2761 407 - 4257 - 3454 7711
June 3132 855 6 658 157 - 7 356 - 3446 10 802
July 510 165 2286 - - 2 451 - 510 2961
Avug. 465 898 1500 60 - 2908 - 15 2923
B) STOCK, MiLL.Fim
End of Total
period By secter By type ofloan {(1+2+3+4+5)

Corpo- Finandal Contral Local Others Publicisswes Private =

rations  institetions government govermment placings (6+7+8)

Taxable Toxfree
1 2 3 4 5 6 7 8 . 9

1988 19195 42892 28 953 1413 292 32028 30054 30663 92745
1989 21463 50216 29 381 1555 290 41162 27742 34001 102906
1990 23522 59 756 28812 1756 1298 52273 22970 39902 115145
1991 26 632 76 701 35195 2766 3726 76346 18096 50578 145020
1992* 26617 82319 44005 5237 3358 89534 13917 58085 161536

1992*

n 26 383 80295 37744 4306 3721 83427 15314 53707 152449
i 26079 80658 39579 4 457 3720 86058 14329 54106 154493
v 26617 82319 44005 5237 3358 89534 13917 58085 161536
1993*

1 27751 81343 51244 6092 3030 97679 12097 59684 169460
n 33614 79950 60316 6618 2369 107775 11558 63534 182867

S12
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C) TURNOVER, MiLL. Fim

D-rln’ Interbank Between hanks Primary dealors’ fransactions In
perio and cusiomers bonchmark government honds

Purchases Purchases Sales

Irolmoillor from others to ofhers

Goalers
1988 ! . ’ 3. ‘. 5 .
1989 6 500 9 660
1990 5401 6058
1991 3343 29134 . . .
1992 18 221 58 594 10744 12156 13 354
1992
Sept. 3272 7 360 2930 2 566 2218
Oct. 1918 8934 1600 2059 3171
Nov. 1481 8 642 1270 2469 3201
Dec. 1460 8073 1370 2932 2966
1993
Jan, 2 566 10760 2 350 3889 4923
Feb. 2762 14 290 2690 4909 7 933
March 3760 15481 3400 5482 8300
April 2073 12 289 1840 4 409 7048
May 2165 14 069 2114 4977 8328
Jone 2539 21079 2115 5810 7 307
July 4 886 18701 4725 7 990 10211
Awg. 4426 20776 4387 9812 10579
Sept. 5364 24 405 5124 11 436 12 459
5.6 HELSINKI STOCK EXCHANGE
m Share prices Ternover', miil. FIM
Oheor- HEX Index {28 Dec., 1990=1000) Shores  Bonds Total

Al . Byouwmenhip Ry indusiry ﬂ;_ foke
index Re- Nen- Banks Inser- Mane- tiom
stricted re- and ance facter- Of which: rights
finance and ing
Forest Metal Con-
mont indus- ond glom-
fries ongl- erates
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 1332 1324 1393 1263 1185 1376 1436 1282 1474 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
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. 213 348 449 1187 1246 1378 1250 2268 4461 6730
March 994 429 483 1295 1437 1417 1371 3019 5354 8374
April 1091 464 551 1419 1478 1566 1535 3019 3260 6279
May 1200 575 602 1542 1637 1748 1 644 4451 4805 9257
Jume 1132 508 600 1461 1569 1597 1570 1906 4118 6024
July 1241 579 631 1618 1720 1659 1808 2810 2855 5665
Awg. 1410 830 813 1782 1954 1893 1944 6081 4509 10589
Sept. 1378 790 788 1745 1887 1860 1913 4689 6036 10725
' During period. S13
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS
6.1 CURRENT ACCOUNT, miL Fim

Exporis

ity &

<y

Trans-
port
recel]

Travel Expo
receipis services n«lpll, ol oods ment

Services

receipis totul

2+3+4) servi
“”( 5

Invest~ Trams-

income other

income (6+1+l)

Current Inporll I‘r-nl-
fersand muli

5”

po-dl-

'I'r-vol Other

services

pondl- ox-

ture pendi-
ture

91313
98265
1990 99750
1991 91100
1992* 105732

1991

1 21947
n 21204
m 22749
v 25199

1992*

1 24763
n 26 431
m 24799
v 29740

1993*
1 30489
n 32863

7026
7662
8347
7508
8602

1759
1850
2030
1869

1992
2140
2316
2154

2225
2465

4280
4497
4650
5044
6089

915
1256
1629
1244

1159
1493
1958
1480

1269
1639

r

6132
6277
6081
5636
7 640

1462
1282
1274
1618

1679
1659
1900
2402

2628
2223

17 438
18436
19077
18189
22 331

4136
4389
4932
4731

4830
5291
6174
6036

6122
6326

108 750
116701
118 827
109 289
128 063

26 084
25593
27 681
29931

29593
31722
30973
35776

36610
39189

4415
3652
4461
5336
5920

9377
10212
12739
10003

5519

3022
2376
2557
2047

1289
1421
1268
1359

2119
1109
1018
1273

1367
1374
1480
1699

3015
2413

1654
1987

122 543
130 565
136 027
124 628
139 501

30395
29 391
31506
33337

33078
34 205
33470
38748

41280
43590

91232
104 400
101 967

86 348

93 561

22015
20895
20526
22912

22781
24259
20757
25764

25592
24912

3338
3869
4363
3974
4305

968
1019
1020

967

986
1048
1108
1163

1138
1113

7907
8969

10766
11089
10962

2592
2583
2899
3014

2725
2813
2853
2572

2310
2136

7390
8759
9503
1101
13 369

2833
2599
2439
3139

3422
3039
3242
3666

4392
3866

Ihll:, "

(u
+|a)

services
(10+14)

m

(u+u
+17)

lorvleu l-poﬂl Invest- Trams- Current Trade
and
{1-10) f:-n)

(4-13)

Services Goeds

rans- Travel Other
{3-12) services account and

(20+21 servi-

+22) ces

net
account (7-16)

(19+23)

18 634
21 5%
24 632
26074
28636

1991

1 6394
H 6201
m 6358
712

1992*

1 7133
n 6899
m 7203
7 400

1993

| 7839
| 7115

S14
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109 866
125 996
126 599
112421
122197

28408
27 096
26 884
30033

29914
31159
27 960
33164

33431
32027

17033
21882
26973

17

6975
7 561
8967

28674 10529
30390 10347

7642
7805
6716
6510

8456
7408
6774
7752

10387
10610

3020
2259
2524
2725

3124
2381
2402
2440

3083
2657

133 874
155439
162 540
151 624
162934

39070
37161
36124
39268

41494
40947
37136
43356

46901
45294

19
80

-6134
-2218

4752
12171

-67
309
2223
2288

1981
2172
4042
3976

4897
7951

3689 -3627 -1258
3793 -4 471 -2482
3984 -6117 ~-3422
3534 -6044 -5374
4297 -4873 -5729

791 -1677 -1371
831 -1326 -1317
1010 -1270 -1 165
902 -1770 -1521

1006 -1566 -1743
1092 -1320 1380
1208 -895 -1342

991 -1092 -1264

1087 -1041 -1763
1352 -497 -1643

-1196 -1116
-3160 -9294
-5555 -7772
-7885 -3132
-6305 5866

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

-2302
-1608
-1029
-1365

-3

563
3013
2611

-1718
-788

3179
7163

-7 656
-11670
-14234
-18671
-24871

-4 620
-5429
-4159
-4463

-6337
-6299
-5756
-6478

-7372
-8197

~2560
-3910
—4506
-5192
-4428

-1731

-838
-1257
-1367

-1758
-1007
-922
-741

-1429
-670

27

-11331
-24874

-26513
-26 996
-23432

-8676
=777
-4618
~-5931

-8416
-6742
-3 666
-4 608

-5621
-1704



6.2 CAPITAL ACCOUNT?, muL. Fim

Dorin Imporis of long-term capial Exports of long-term capital Long- Basie
porl Diret  Portfollo Loums Other Total Direct  PorMollo Lonns Other Tefal topRal —oo7®
Invest-  imvesi- long- (142  Invest- Invest- long- {6+7  account
montin  mentin form +3+4) ment ment form +8+9) (5-10)

Finland  Flnland abroad capital

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

1988 2218 14355 3062 85 19720 10919 1248 39 292 16390 3331 -8001
1989 2095 14756 8608 79 25538 13327 180 5323 273 19103 6435 -18439
1990 3010 22656 19674 169 45509 12471 577 ~-499 294 12843 32666 6153
1991 -997 37284 14840 825 51952 4240 -372 1052 101 5022 46931 19935
1992* 1007 36623 5951 479 44060 2869 317 3461 304 6951 37109 13677
1991
1 116 7881 3994 493 11499 1183 -16 184 165 1516 9983 1308
]| 99 16050 4888 585 21621 1155 -433 694 -19 1397 20224 12453
m -435 10416 2747 114 12843 1315 434 -522 -2 1225 11617 6999
v =777 2937 3211 619 5989 587 -356 697 44 883 5106 -825
1992*
1 514 4023 -160 795 5172 1238 182 621 273 2313 2859 -5557
]| 85 12934 428 -261 13186 -219 1142 121 187 1231 11955 5213
1] 1 5303 726 259 6289 643 -882 1117 182 1060 5229 1563
v 407 14362 4957 =314 19412 1207 -125 1602 -337 2347 17066 12458
1993*
1 168 15397 9340 -384 24521 1659 2981 -688 -105 3847 20674 15053
n 942 17168 1653 -402 19361 1707 -967 -293 146 593 18768 17064
I:ugln! Imporis of shori-term capltal Exporis of shori-term capiiul :l.'"‘.ll f.ll'.-ﬂ- :-'.I-'n-uli IC:--..

Shori- Trade Other TYotal Short= Trade Other TYolal omis- capltal exd. hank's

form credits shorl- (13+14 ftorm credits shork- (17418 sions account reserve foreign

caplial form +15) cuphtal form +19) {16-20 move- exchange

Imports capital exporis caphial +21) ments reserves

of aw- of uu- {12+212)

thorized the

banks

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

1988 10950 -399 -B11 9740 2331 644 1995 4971 3415 8183 183 -183
1989 4285 1627 3679 9592 1462 475 710 2647 5533 12478 -5961 596]
1990 16258 1119 -1357 16020 -2290 -1254 1244 -2300 -9381 8939 15092 -15092
1991 -13436 399 -1301 -14338 6261 882 3285 10427 -1574 -26339 -6404 6404
1992* 29022 7757 10660 -10606 -567 4115 6597 10145 -2175 -22926 -9249 9249
1991
1 18274 -1105 2367 19536 22472 -628 3978 25821 1876 -4410 -3102 3102
1] -10919 -68  -605 -11592 515 -495 1970 1990 -1092 -14674 -2221 2221
m -16 407 340 -583 -16650 -3091 1027 1869 -195 2550 -13905 -6905 6905
v -4383 1232 -2481 -5632 -13635 977 -4531 -17189 -4908 6649 5824 -5824
1992+
1 -2542 458 3694 1610 -4134 1005 1723 -1405 901 3916 1641 1641
n -9 587 3971 433 -5184 -1612 1165 -3403 -3850 -4928 -6262 -1049 1049
m -11212 1163 12280 2230 6064 222 176 6461 -3497 -7729 -6165 6165
1 4 -5681 2165 -5747 -9263 -885 1723 8100 8938 5350 -12851 -394 394
1993*
] -3202 291 -5985 -8897 14868 1442 -1311 14999 3149 -20747 -5694 5694
n -5363 2278 -463 -3548 -2909 1797 402 -711 -3522 -6359 10706 -10706

' Capital account data are based on surveys as from the beginning of 1991.

recommendations.

The resulting figures conform more closely to the IMF's
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, MiLL. Fim

End of Long-term liabllities Long-term asseis Long-
poriod torm
Direct Port- Loans Other Total Direct Pori- Louns Other Yotal debt,
invest- folio long- &'I +2+ invest- follo long- 6+7+ met
montin  invest- term +4&) ment Invest- torm +9) {5-10)
Finlend mentin capital abroad wment capital
Finland abroad
1 2 3 4 5 [ 7 8 9 10 11
1988 12673 68957 33117 915 115662 24199 8223 19417 2484 54 323 61339
1989 16093 82313 40110 994 139510 33234 7680 24572 2757 68243 71267
1990 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228
1991 17443 143685 75772 5827 242728 53560 7430 27907 6161 95057 147 671
1992* 19000 209738 94796 7919 331452 62500 9115 34072 7670 113357 218095
1991
1 18714 110303 60239 4116 193373 45453 7312 25970 5914 84 649 108723
n 18760 126800 66420 4725 216704 46947 6923 27125 6061 87 056 129 648
m 18273 132499 68747 4877 224395 48601 7392 26056 5934 87983 136412
v 17 443 143685 75772 5827 242728 53560 7430 27907 6161 95057 147 671
1992*
1 18093 150937 77762 6768 253560 54270 7900 29179 6738 98087 155473
1] 18316 160383 76021 6441 261161 53522 9089 28025 6648 97284 163877
m 18455 183866 85068 7290 294678 61822 8618 31039 7397 108876 185802
v 19000 209738 94796 7919 331452 62500 9115 34072 7670 113357 218095
1993*
1 19168 252408 114518 8233 394327 70474 12408 35615 8324 126821 267506
n 20110 258886 111909 7363 398268 68316 11426 33238 8285 121265 277003
End of Short-term llubliities Shori-torm ussois Shori- Debi, [Net  Netin-
peried - — ferm net infer- terest
Bankof Shorl- Trade Other Total Bunkof Shori- Trade Other Total llabil- (11+22) estand and
Finland's ferm  crediis shori- (12113 Finland's term credlis short- {17418 fHies, divi- ' dividend
short-  llabil- torm +14+15) shor-  usseis ferm +19+20) net dend expendi-
ferm iesof lubil. form assels {16-21) ox- furein
ligbil- awthor- ities assels awthor pendi- relation
Itles ized Ized fure focurrent
banks banks account
recelpis
12 13 14 15 16 17 18 19 20 21 22 23 24 28
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 8.0
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 13130 9.7
1991 3149 99502 13798 14703 131152 35922 36727 15840 10545 99034 32118 179788 15734 127
1992* 7849 84253 21654 22274 136030 33966 43534 21004 16732115236 20795 238890 19571 14.
1991
1 3399 126600 12237 17232 159468 37748 48792 13813 11336111690 47778 156502 3886 12.8
] 2889 117188 12160 17498 149735 36023 50406 13339 13721 113489 36245 165893 4695 160
m 2826 99953 12500 16703 131982 29006 47064 14371 15121 105561 26421 162833 3424 109
v 3149 99502 13798 14703 131152 35922 36727 15840 10545 99034 32118 179788 3729 11.2
1992+
1 3185 100961 14224 18439 136808 35429 32960 17009 12765 98163 38645 194117 5011 151
|| 3242 89647 18219 18157 129265 33516 32786 18124 8932 93358 35907 199784 4973 145
{1} 14067 86647 19406 21248 141367 29484 43316 18835 9575101210 40158 225960 4430 132
v 7849 84253 21654 22274 136030 33966 43534 21004 16732115236 20795 238890 5156 13.3
1993+
1 5836 86430 21918 19833 134018 31998 60816 23133 16377 132323 1695 269201 6472 157
[ 6173 78525 24142 17099 125939 41889 56929 24604 15532 138955 13015 263988 7297 16.7
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6.4 FINLAND'S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, miLL.Fim

:'.:lz" Long-term liabilitles Long-term assets ';::
Cor- Banks Other Central Other Total Cor- Banks Other Coniral Other Total Habil-
porate financial goverm- {1+2+ porate financdial govern- (7+8+9 Hies,net
sector Instite- ment 3+4+5) seclor Institu- ment +10+11) (6-12)
tions tions
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 79212 70795 35623 56377 721 242728 57749 27641 2121 4752 2794 95057 147671
1992* 91575 70253 49128118081 2415 331452 70609 30730 3096 5627 3296 113357 218095
1991
1 71221 58776 26529 36123 724 193373 47585 28021 2140 4651 2252 84649 108723
1] 76980 67005 33210 38814 696 216704 49995 27536 2122 5040 2362 87056 129648
m 76925 68223 34193 44332 723 224395 51794 26862 2138 4655 2534 87983 136412
v 79212 70795 35623 56377 721 242728 57749 27641 2121 4752 2794 95057 147671
1992*
1 80836 69700 36029 65370 1624 253560 58994 28538 2298 5367 2890 98087 155473
n 79011 64232 37681 78534 1703 261161 58755 28141 2290 5147 2951 97284 163877
|11} 85805 68903 39127 98824 2020 294678 67223 30407 2451 5528 3268 108876 185802
v 91575 70253 49128 118081 2415 331452 70609 30730 3096 5627 3296 113357 218095
1993*
1 102168 72685 54550162000 2925 394327 78528 35140 3180 6259 3714 126821 267506
]| 102784 69663 51382171676 2762 398268 76549 31571 3299 6535 3311 121265 277003
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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
Period Volume Unit valive Terms of
:::'I:: lxr:h. ||-:‘o'm, lﬂ!_l;r Exporis  lmporis Exporis Imports frade
1 2 3 1 2 3 4q 5
1988 92902 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 92842 87744 5098 1991 114 115 154 131 118
1992* 107 471 94 988 12483 1992+ 124 112 164 145 113
1992* 1991
Avg. 7614 6 865 749 1 110 117 154 131 118
Sept. 9 658 7 489 2169 n 107 112 153 130 118
Oct. 10200 8756 1444 m 113 109 156 132 119
Nov. 10532 8740 1792 v 124 118 157 135 116
Dec. 9 441 8613 828
1992*

1993* 1 118 112 162 142 114
Jan. 9 452 6589 2863 ]| 125 118 162 143 113
Feb. 10 453 9056 1397 []]] 117 102 163 142 115
March 11 465 10394 1071 v 133 116 171 154 m
April 11370 9 684 1686
May 11 422 7794 3628 1993+
June 10197 7755 2442 1 135 107 175 166 106
July 10793 8 064 2729 n 143 104 174 166 105
Avg. 10170 8221 1949
7.3 FOREIGN TRADE BY MAIN GROUPS, MiLL. Fim
Durin Exports by industries, fob Imports by use of goods, cH
port Weod Paper Chemical Metaland Other Raw  Cruedesll, Finished goods Other

industry  Industry industry el'-nl:eerlng goods materials feclsand - — goed.

Pr P P wstry (oxcl. lubricanis

products crude of goods goods
1 2 3 4 L] 6 7 8 [ 10
1988 7567 30474 8450 29225 17186 45791 7533 17274 20828 692
1989 7416 32513 8844 32682 18329 51786 8310 20606 24055 759
1990 7811 31658 92540 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+
Avug. 530 2 336 919 2335 1494 3660 690 752 1552 211
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 2 949 870 3421 1557 4280 1300 1122 1534 377
1993*
Jan. 706 2677 1048 3330 1691 3691 555 888 1392 63
Feh. 776 3069 1134 3336 2138 4355 1103 1665 1852 81
March 898 3438 1213 3991 1925 4 658 897 2845 1919 75
April 964 3403 1306 3824 1873 5446 713 1349 2067 109
May 1017 3120 1111 4314 1860 4 556 519 1044 1605 70
June 928 2929 966 3701 1673 4272 1029 904 1479 71
July 760 2751 1162 4295 1825 4337 921 978 1649 179
518 Aug. 667 3081 1253 3263 1906 4335 993 1143 1679 71
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7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Exporis, fob Imports, ¢if
Region and
coumiry 1992+ 1993 °* 1992°* 1993 *
Janvary- August Janeary- August
Mill. FIm Por;.e:::go Mill. Fim Jle.r:;:hhglo- - Mill. FIm Per:;:::go Ml FiM ‘:o-r:;:l'::;
Iiou‘r;a- ﬁ.g..lr;.
spom spond|
m'e.;r'.ctloln Ih'::rztiolu
year year
1 2 3 4 ] 6 7 8
All OECD countries 88 347 82.2 65186 15.6 75180 791 53633 10.3
OECD Europe 78 566 73.1 56120 11.8 62972 66.3 43 829 7.7
Of which:
Awustria 1368 1.3 937 4.6 1162 1.2 744 0.8
Belgium and
Luxembourg 2785 2.6 1939 8.9 2688 2.8 1836 6.8
Denmark 3858 3.6 2833 15.8 3192 3.4 2120 2.0
France 7204 6.7 4810 -4.4 4382 4.6 3094 13.2
Germany 16 806 15.6 11284 4.4 16 085 16.9 11 546 10.6
ltaly 4 302 4.0 2983 10.8 3425 3.6 2571 8.4
Netherlands 5628 5.2 4 366 221 3458 3.6 2496 14.4
Norway 3775 3.5 2674 18.0 3825 4.0 3212 35.3
Spain 2842 2.6 2 343 27.2 1167 1.2 782 -21
Sweden 13771 12.8 9293 6.5 11133 1.7 6697 -6.2
Switzerland 1921 1.8 1334 10.2 1842 1.9 1370 1.7
United Kingdom 11519 10.7 9127 27.0 8213 8.6 5778 11.0
Other OECD 9781 9.1 9067 46.4 12209 12.9 9 805 23.1
Of which:
Canada 751 0.7 730 40.4 616 0.6 502 38.3
Japan 1370 1.3 1312 48.6 5202 55 3930 16.3
United States 6365 5.9 5815 42.7 5792 6.1 5075 32.6
Non- OECD European
counfries 7310 6.8 7328 61.4 9 681 10.2 7372 29.3

Of which:

Russia 3020 2.8 3356 82.7 6725 7.1 5313 34.9
Other countries 11814 11.0 12 808 91.4 10127 10.7 6572 -6.7

Of which:

OPEC couniries 1927 1.8 2035 74.3 1497 1.6 256 -75.7
TOTAL 107 471 100.0 85 322 26.1 94 988 100.0 67 577 10.1
Of which:

EC couniries 57 150 53.2 41 225 12.1 44 801 47.2 31677 9.0
EFTA countries 20 959 19.5 14 317 8.6 18033 19.0 12 065 4.6
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MiLL. FIM, 1990 PRICES

(seasonally adjusted figures)

Period Consumption Flxed Change Domestic Exporis  Imporis aDP
expenditere invesiment in stocks, demand (6+7-8)

incl. statistical (1+2+3+4+35)

Private Public Private Public discrepancy

1 2 3 4 5 6 7 ] 9

1988 259533 102595 109614 17275 -712 488305 115761 116898 487168
1989 269911 105099 129905 15149 4818 524882 117241 127311 514812
1990 249588 109238 121858 17285 4 647 522616 118828 126600 514844
1991 260290 111557 93381 17232 -3186 479274 110965 111755 478484
1992* 246728 111063 75282 16326 1255 450654 121877 113299 459232
1991

I 65409 27789 26719 4 351 101 124 369 27279 29069 122579
H 65346 27929 23871 4 688 -594 121 240 26182 27106 120317
m 65180 27958 21965 4 307 -1196 118214 29175 28127 119263
v 64355 27881 20825 3886 —1496 115 450 28328 27454 116325
1992*

1 63182 27736 20272 4229 -955 114 465 29526 28284 115706
n 61963 27801 19890 4 305 229 114188 30588 29273 115503
m 61047 27799 18577 3897 1405 112724 30090 27739 115075
v 60537 27727 16543 3895 575 109 277 31674 28002 112948
1993*

1 59976 26351 16160 3395 -290 105 592 33764 28618 110737
" 58867 26386 15174 3330 50 103 807 34784 27241 111351

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1990=100

{seasonally adjusted figures)

Period Total Mining and Momu- Weed and Meilal and Other Emergy
indesiry quarrying factering paper engineering mauy- and water
indusivies industries factering supply
{100.0) (1.3) (89.6) (16.8) (31.3) (41.8) 19.1)
1 2 3 4 5 6 7
1988 97.1 941 97.1 98.7 93.8 99.0 97.5
1989 100.3 101.9 100.5 102.3 99.6 100.8 97.9
1990 100.2 99.8 100.2 100.1 100.4 100.1 100.0
1991 91.2 91.3 89.9 91.5 85.6 92.6 103.6
1992* 92.6 91.2 921.5 94.8 90.9 90.6 103.2
1992+
July 93.2 82.1 93.2 91.4 94.2 93.0 97.7
Awg. 93.6 77.4 93.3 97.1 94.9 90.5 99.6
Sepi. 92.2 90.9 91.4 97.4 90.6 89.5 101.8
Oct. 93.5 78.2 92.0 96.5 89.6 92.1 111.5
Nov. 93.8 87.6 92.1 98.0 92.0 89.9 115
Dec. 92.1 80.8 90.8 96.9 21.1 88.8 107.4
1993*
Jan. 93.5 86.3 92.1 99.1 92.4 88.4 105.6
Feb. 94.4 82.8 92.9 100.0 94.8 89.4 106.1
March 94 4 82.9 92.7 100.6 952 88.1 109.1
April 95.7 83.4 94.8 104.1 98.1 88.6 105.4
May 93.7 78.7 92.9 102.8 96.7 86.3 103.4
June 97.6 65.8 97.4 106.5 100.2 90.8 109.5
520 July 98.4 81.9 98.2 107.6 100.3 92.7 106.3
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8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

(seasonally adjusted figures)

Period Volumeof Volumeof Volume of Of which: Imports of Monthly
wholesale retall consirection invesh Indicator
frade trude ofbuildings Residential Indwsivial Other goods of GDP
boildings buildings builldings
1 2 3 4 5 [ 7 8
1988 116.7 113.0 108.6 106.0 113.4 110.6 135.0 110.7
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 115.4
1990 119.9 111.7 127.3 124.8 161.7 1221 144.6 116.7
1991 101.2 103.9 103.9 94.4 127.7 109.9 102.1 111.0
1992* 87.9 93.8 79.5 73.8 76.2 87.5 84.6 108.1
1992*
June 929 94.6 108.3
July 89.8 91.9 109.1
Avg. 82.7 89.3 107.5
Sept. 87.2 93.6 108.0
Oct. 84.8 91.7 107.2
Nov. 81.3 86.3 107.7
Dec. 82.6 89.8 107.6
n 89.3 94.8 82.9 79.3 72.1 94.8 107.3 108.3
m 86.6 91.6 78.1 73.4 80.2 82.8 64.3 108.2
v 829 89.3 67.4 59.9 53.2 74.5 80.1 107.5
1993*
Jan. 76.8 87.2 107.1
Feb. 82.4 92.3 108.2
March 84.5 91.6 107.2
April 81.0 89.7 106.8
May 81.9 88.8 106.0
June 86.5 87.3 107.3
1 81.2 90.4 57.6 60.6 43.4 61.0 117.4 107.5
1| 83.1 88.6 54.6 59.5 45.6 54.6 73.1 106.7
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8.4 WAGES AND PRICES, 1985=100

Period Index

Con~ Basic Produc- By marketing Building

of wage By sectors someor  price By origin erprice area cost

and price  index index index

salary Private Central Local Non- index for Domes- Impori- for Exporl- Home

earnings Total Ofwhich: gov- gov- prefit domestic te ed munu- ed market

Monufac- ern- ern- insti- supply goods goods fac- goods goods

foring ment ment fwtions turing
{s1€ 3)
1 2 3 4 5 6 7 8 9 10 1 12 13 14
1988 1247 1246 1227 1288 1220 1280 1126 1015 1049 891 101.7 1038 1007 116.3
1989 1357 1365 1338 1374 1321 1371 1200 1073 1113 926 1078 1105 106.4 1255
1990 1482 148.8 1468 1498 1447 1500 1273 1109 1157 936 1100 1104 1098 1345
1991 1576 1583 1562 157.9 1548 1589 1326 1112 1158 942 1099 1087 1104 1373
1992' 160.6 1609 159.9 160.6 159.1 1624 1360 1124 1156 1009 1126 1134 1123 1349
1992'
Avg. 1359 1120 1157 986 1124 1118 1127 1337
Sept. 136.4 1122 1152 1013 1132 1150 1123 1345
Oct. 1369 1133 1157 1043 1138 1159 1128 1347
Now. 1371 1134 1155 1055 1141 1167 1128 1344
Dec. 1368 1134 1155 1059 1140 1159 113.0 1340
]| 160.6 161.1 1602 1604 158.7 1621 136.1 1123 1157 999 1124 1126 1123 1347
m 1604 1605 159.3 1607 159.5 1627 1362 1122 1156 996 1128 1133 1126 1340
v 161.2 1614 1608 161.0 1603 163.0 1369 1134 1156 1052 1139 1162 1129 1343
1993’

Jan. 1382 1139 1158 107.1 1144 1165 1134 1349
Feb. 138.6 1153 1166 1098 1159 1189 1145 1348
March 1388 1162 1171 1124 1169 1205 1152 1347
April 1393 1164 117.3 1124 1174 1210 1157 1352
May 1394 1161 1168 1127 1173 121.6 1154 1353
June 139.2 1161 1171 1118 1172 1207 1156 1355
July 1388 1160 1171 1116 1167 1198 1152 1353
Avg. 138.7 1160 1168 1121 1169 1204 1152 1353
1 161.8 1620 161.8 161.6 1609 1633 1385 1151 1165 1098 1157 1186 1144 1348
H 1620 1622 1627 161.9 1612 1636 1393 1162 1171 1123 1173 1210 1156 1353

! Preliminary figures for columns 1—6.
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8.5 LABOUR, EMPLOYMENT AND UNEMPLOYMENT (seasonally adjusted figures)

Porlod Labowr  Labeur ._‘;;',“." By indusirial status By Industry :',:',:‘; p,"',';f_'_';,
partici- ment rate
pation (4+5) Solf- Wage and ‘ﬂ:ll- Industry Com- Service

rate = employed salary culture siruction indusiries
amon! (6+7+8+9) eamers and
18-7 forestry
yeur olds
% 1000 p %
1 2 3 4 5 6 7 8 9 10 11

1988 68.4 2546 2 431 368 2062 238 553 188 1452 116 4.6

1989 68.7 2 559 2 470 367 2104 218 561 199 1492 89 3.5

1990 48.4 2 556 2 467 360 2108 207 556 205 1500 88 34

1991 674 2533 2 340 340 2000 197 502 179 1461 193 7.6

1992 66.1 2502 2174 325 1849 188 454 150 1382 328 13.1

1992

Avg. 66.3 2508 2160 334 1827 188 445 149 1378 348 13.9

Sept. 657 2488 2146 320 1825 185 455 150 1356 343 13.8

Oct. 66.0 2499 2134 319 1815 181 453 132 1368 365 14.6

Nowv. 66.2 2 509 2125 315 1810 177 441 142 1365 384 15.3

Dec. 65.3 2477 2094 311 1783 182 435 136 1342 383 15.5

1993

Jan. 65.7 2491 2 091 308 1783 179 437 127 1348 400 16.1

Feb. 65.7 2493 2076 317 1759 171 424 131 1350 417 16.7

March 65.2 2475 2052 313 1739 181 430 132 1309 423 17.1

Aprll 655 2488 2056 320 1736 180 428 130 1319 432 17.4

May 65.3 2482 2052 319 1734 175 432 129 1316 429 17.3

Jone 6438 2462 2008 298 1710 166 420 128 1295 454 18.4

July 65.0 2471 2030 316 1714 171 422 123 1315 441 17.8

Avg. 655 2 492 2045 309 1736 160 423 126 1336 447 17.9
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, MILL. FiM, CASH FLOW BASIS

D-rlin Revenwe Expenditere
er!
" Direct Indirect Other  Other Rev- Redemp- Revenwe Consump- Trams-
ftaxes fuxes fuxesand revenve enwe Hons before tion fersand Of which:
sinflar hefore of borrowing sub- T
revenwe finamcial loans (5+6) sidies Local Otherdo-
frans- ranted govern- mestic
actions the moent  seclors
(1+2+3+4) stale

1 2 3 4 5 6 7 8 4 10 11

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
1992 34312 69541 1512 21251 126616 5054 131669 49207 105184 42990 59180

1992

July 3662 6074 275 1234 11245 78 11323 5073 7975 3469 4319
Aug. 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
Dec. 853 6371 -50 2978 10152 1043 11195 4395 9323 3671 5263
1993

Jan. -560 5900 70 919 6329 15 6345 4129 9084 3230 5701

Feb. 3730 4446 240 1257 9673 113 9785 3869 7807 3347 4273
March 2456 6205 127 3496 12284 2119 14403 4145 9295 3698 5440
April 3875 4926 93 2657 11551 98 11649 3835 9436 4055 5278
May 2697 5638 97 2688 11120 510 11630 3646 9115 3958 5013
June 2870 5633 86 2748 11337 591 11928 41107 8842 3958 4672
July 3208 5626 119 1759 10712 197 10909 4719 8225 3287 4696

During Expendifere Financiol balance
B S e ol Sl M M & oo
ment fure finendal finsancial redemptions sor- rowing rewing =Iu
ransactions invesimemt of siutedebt roq(-,ln-onl {18+19)
(8+9+ {(14+15) (3-14) =16)
12413)
12 13 14 15 16 17 18 19 20
1988 7 565 5614 110946 6529 117 476 4 842 870 2417 3287
1989 8393 5343 120 826 7 566 128 390 11 490 7 851 -4 009 3842
1990 5962 4927 133614 9319 142934 5737 678 1201 1879

1991 5370 6 368 158044 13328 171372 23420 -32304 25659 -6645
1992 5042 8 499 167932 35501 203433 -41316 -71764 70691 -1071

1992

July 398 479 13925 683 14608 -2680 -3285 5185 1900
Asg. 387 331 12 371 7 005 19375 -1353 -7 964 4133 -3831
Sept. 442 816 13324 4950 18275 -2943 -7758 5267 -2491
Ocl. 439 1229 15436 937 16373 -5620 -6370 8365 1995
Nov. 410 102 13 390 1010 14400 -2620 -2926 15124 12199
Dec. 664 1117 15499 11897 27396 5347 -16201 3174 -13027
1993

Jan. 261 1691 15165 662 15826 -8836 -9 481 16 891 7410
Feb. 290 842 12 808 1289 14097 -3135 -4312 15636 11324
March 313 2248 16 001 3211 19211 -3717 —-4808 9245 4 437
April 306 1554 15131 2060 17 191 -3580 -5542 12592 7050
May 318 1156 14235 1351 15586 -3115 -3956 2086 -1870
Jone 384 2650 159867 768 167537 46497 -4825T7 4424 —401r
July 406 914 14 264 3935 18200 -3552 -7291 7157 ~134
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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.

Symbois used

Preliminary

Revised

Less than half the final digit shown
Logically impossible

.. Data not available

- Ni

S Affected by strike

_ Breakin series

*

- on

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

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 ciaims
on financial institutions — other liabilities
to financial institutions. Corporate sec-
tor. Special deposits and other items,
net (Coilumn 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 minimum reserve
requirement is reported for the month
by the end of which the deposit must
be made with the Bank of Finland. The
requirement is determined on the basis
of the reserve base for the previous
month. No interest is paid on minimum
reserve deposits. The cash reserve fig-
ures for 1989 include the additional
deposit requirement of 1.1 per cent
under the supplementary cash reserve
agreement in force at the time, together
with the corresponding non-interest-
bearing deposits of FIM 3 159 million.

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 frans-
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 contracts (Column 4) refer to the
combined effects on the foreign ex
change reserves of forward trans-
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 Offered Rate) (Columns 2-5):
The HELIBOR rate for each maturity is
calculated by the Bank of Finland 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 centrai 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.

able 3.3 The rates shown are
based on the 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 tax-exempt 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): 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. From May 1992, deposits other
than 24-month or 36-month deposits
are tax-exempt if they carry a maximum
rate of interest as prescribed by law.
The maximum rate was first set at
4.5 per cent. From 6 May 1993 it has
been 2.5 per cent. 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
bg deposit amounts. Other funding
(Column 11): CDs outstanding +
promissory notes + bonds. The aver-
age rate of interest is weighted by
amounts. Total markka funding (Col-
umn 12); markka deposits by the pub-
lic + 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 dalily 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 caiculated on a bullet bond
due on 15 March 1994 with a coupon
rate of 13 per cent. From February 1992
onwards the yield is calculated on a
bullet 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
loans, bonds with equity warrants and
convertible debentures) issued by all
issuers except the central government

with a remaining maturity of between $25
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3 and 6 years. The yield on taxfree pub-
lic issues (Column®6) is calculated as
the arithmetic mean of yields 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
13 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 liabilities held by entities not
covered by the above definition of the

public.

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-
mercial banks and Postipankki.

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland's foreign

526 claims + banks' foreign claims (Incl.
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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 Postipankki - 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
sector + banks' claims on the private
sector (loans to the public, bonds and
debentures (excl. government bonds
and bank debentures), claims on other
financial institutions, shares held by
banks). Other itemns, 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 currency
deposits by the public). M, (Column 6)
= gurrency 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 (Col-
umn 3) are bank loans. Outstanding
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 held in
ceniral 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 trans-
actions (purchases and sales) between
banks and customers (Column 2) are
transactions by the banks entitled to
central bank financing. The State
Treasury and the five largest banks
(KOF, Okobank, Postipankki, Skopbank
and Union Bank of Finland) agreed on
a market making arrangement for
benchmark government bonds with
effect from 1 August 1992. Evli Securi-
ties Ltd was accepted as primary
dealer with effect from 1 May 1993. The

primary dealers' quotes are published
daily (page JVKD on Reuters). Pur-
chases from and sales to others (Col-
umns 4 and 5) consist of transactions
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 govermnment, 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-
tomns. 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.
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Table 7.4 The regional and country
grouping is based on the classification
according to Finnish Official Statistics
A

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 monthly 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 weights 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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Long-term indicators

ThegBank of Finland's foreign exchange reserves
and forward position

Forward market

Rates of interest applied by the Bank of Finland
Banks' liquidity position with the Bank of Finland
Liquidity management interest rates

HELIB R rates of interest, daily

HELIBOR rates of interest, monthly

Differential between Finnish and

German interest rates

. Yields on bonds
. Bank of Finland currency index and

the markka value of the ECU

. Daily spot rates for the markka

against the Deutschmark and the US dollar

. Daily spot rates for the markka

against the pound sterling and the Swedish krona
onthly spot rates for the markka

against the Deutschmark and the US dollar
onthly spot rates for the markka

against the pound sterling and the Swedish krona

. Banks' markka lending rates

and markka funding rates

. Bank funding from the public
. Bank lending to the public
. Money supply

Current account

. Net interest and dividend expenditure

. Balance of payments

. Foreign debt

. Foreign trade

. Foreign trade: prices and terms of trade
. Finland's export performance

. Production

. Fixed investment

. Employment and the unemployment rate
. Prices and wages

. Central government finances

. Central government debt
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1. LONG-TERM INDICATORS

15 1. GDER change in volume
10 from the previous year, per
cent
5 2. Consumer prices, change
0 from the previous year, per
cent
-5 3. Unemployment rate, per
10 cent
5 4. Current account, as a
15 percentage of GDP
10 5. Fixed investment, as a
percentage of GDP
5
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10 |2
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES AND FORWARD POSITION

45 . 1. Foreign exchange
40 reserves plus forward
35 2 Al A position
2. Foreign exchange
< 30 reserves
= 25
g 2
15 .
10
5
1988 1989 1990 1991 1992 1993
3. FORWARD MARKET
20 1. Forward exchange
| doa g purchased by the Bank
I of Finland from banks
I o H 2. Forward exchange sold
0 by domestic companies
% 4 to banks
= 10 ol bl | 3. Forward exchange sold
@ by foreign banks to
-20 banks
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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 T 2. Call money deposit rate
1 r- 3. Baserate
% 10 i \ .
- End-of-month observations
< |2 -
o IR NN N N S R N RN SN NN NN NN NN

1988 1989 1990 1991 1992 1993

529
Bulletin 10 93




5. BANKS' LIQUIDITY POSITION WITH THE BANK OF FINLAND

5,000 1. Liquidity credits (-)
4,000 |} 2. Call money deposits
3,000 | 3. Net
= 2,000
= 1,000
= 0
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-2,000
-3,000
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1993
6. LIQUIDITY MANAGEMENT INTEREST RATES
10 1. Interbank overnight rate
9 2. Liquidity credit rate
2 3. Call money deposit rate
8 e S Daily observations
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7. HELIBOR RATES OF INTEREST, DAILY
8.0 1. 1+-month HELIBOR
2. 3-month HELIBOR
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8. HELIBOR RATES OF INTEREST, MONTHLY

18 1. 1-month HELIBOR
2. 3-month HELIBOR
16 3. 12-month HELIBOR
14
% 12
10
8
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1988 1989 1990 1991 1992 1993
9. DIFFERENTIAL BETWEEN FINNISH AND GERMAN INTEREST RATES
8 N 1. 3-month HELIBORminus
7 & 3-month DEM eurorate
/ \ T 2. 5-year Finnish
6 \ J\ government bond yield
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% 4 /4 l government bond yield
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10. YIELDS ON BONDS
16 1. Bank of Finland's 5-year
A reference rate
Pzama’! ] 2. Until April 1991, yieldon
\ /L f o (4-5 year) taxable
N~ \ government bonds
M~ N 1\ Since May 1991, yield on
V4 \.‘ government bond due
on 15 March 1996,

coupon rate 11.75 per
\2 cent

- 3. Yield on (4-5 year) tax-
free government bonds
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11. BANK OF FINLAND CURRENCY INDEX AND THE MARKKA VALUE OF THE ECU

144 7.1 Until 7 June 1991, the Bank of
/\ 2 Finland currency index. From 7
136 , 7 | 67 June 1991, the markka's ex-
change rate against the ECU,
128 6.3 the fluctuation limits of which
¢ r 3 were 472953-502207 inthe
§ 120 5.9 g period 7 June — 14 November
B 60%]) :I = 1991,and 539166572516 in
112 - 5.5 the period 15 November 1991
7_"‘ — 7 September 1992. Since 8
104 [ J60% 5.1 September 1992, the limits
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26 it 1 | 11 L1110 111 il 47 doned.
1989 1990 1991 1992 1993 Monthly averages

12. DAILY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR
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13. DAILY SPOT RATES FOR THE MARKKA AGAINST THE POUND STERLING
AND THE SWEDISH KRONA
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14, MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR
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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
2. Average rate on out-
15 standing markka lending
A 3. Average rate on total
% M markka funding
10 < (deposits +
other funding)
\ 4. Average markkadeposit
5 T~ rate
0 (O i e P i e g rerqgrgt LGP LA yI i riprqeg (I LeOnI¢
1988 1989 1990 1991 1992 1993

S33

Bulletin 10 93



17. BANK FUNDING FROM THE PUBLIC

30 1. Markka deposits
25 5 2. Total funding
20 A
Change from the correspond-
15 ’ \A \m A ing month of the previous year,
o \ per cent
° 10

s 1 W
; oW

-5 ¥
10 IR N N NN AN NN ]

1988 1989 1990 1991 1992 1993

18. BANK LENDING TO THE PUBLIC

35 1. Markka lending
30 2. Total lending

e } Change from the correspond-
20 7 \\f\ ing month of the previous year,

% 1517 per cent
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19. MONEY SUPPLY
30

3 ‘ 1. Narrow money (M1)
2. Broad money (M2)
20 ———— 3. M2 +bankCDsheldbythe
2 public (M3)
10 "\
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20. CURRENT ACCOUNT
1
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21. NET INTEREST AND DIVIDEND EXPENDITURE

16 } As a percentage of current
14 account receipts
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Mill. FIM

22. BALANCE OF PAYMENTS

5,000 1 1. Current account
0 . 2. Direct investment
-5,000 3. Other long-term capital
account
-10,000 4. Short-term capital account
0 5. Overall balance = change
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23. FOREIGN DEBT

1. Total foreign net debt
2. Short-term net debt
3. Long-term net debt

As apercentage of GDP
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24. FOREIGN TRADE

150 1. Total exports
2. Total imports
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25. FOREIGN TRADE: PRICES AND TERMS OF TRADE
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26. FINLAND'S EXPORT PERFORMANCE
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27. PRODUCTION

15 1. Industrial production,
10 change in volume from the
2 I corresponding month of
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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
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32. CENTRAL GOVERNMENT DEBT
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