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RECENT ECONOMIC AND FINANCIAL
MARKET DEVELOPMENTS

by Hamnele Kuesmanen, M.Sc. (Econ.)
Central Bank Policy Department

Bank of Finland

DEMAND CONTINUES
BUOYANT

conomic developments

inFinlandinthefirst half of

1988 were characterized
by rapid growth and some
deterioration of the overall
economic balance. Strong de-
mand both at home and in
western markets boosted GDP
growth in the first quarter to
some 5 per centcompared with
the same period last year. Re-
cent information suggests that
this development was maintain-
ed in the spring; industrial pro-
duction in May was up 3 per
cent on May 1987 The
unemployment rate fell by halfa
percentage point in the first
quarter of the year and was 5.1
per cent in May. Based on pre-
sent indications, the prospects
are for continued economic
growth in the second half of the
year, albeit at a slightly
decelerating pace.

The survey of business in-
vestment intentions carried out
by the Bank of Finland in May
points to a levelling off in in-
dustrial investment this year;
however, total investment is
forecast to grow slightiy. Private
consumption has been buoy-
ant reflecting the generous in-
comes agreements concluded
in the spring and rapid credit
expansion. There have been
particularly sharp increases
in consumer spending on
durables — up some 13 per
cent in volume terms in the first
quarter from the same period in
1987— and foreign travel. As a
result, imports of consumer
goods have soared and the def-
icit on the travel account has
widened.

Despite a strengthening in
the terms of trade, there has

been noimprovement in the ex-
ternal balance. Though the
trade balance stayed in surplus
in the first five months of the
year, it swung into the red in
June and the current account
deficit was of the same
magnitude as in the corre-
sponding period a year ago. As
the improvement in the terms
of trade has decelerated and
exports to the Soviet Union are
being cut back, the current
account will continue to stay in
deficit.

Inflation has also been gain-
ing momentum in the wake of
the incomes settlements. In
June the consumer price index
rose by 0.5 per cent and the 12-
month increase in consumer
prices accelerated to 5.3 per
cent. Further accelerationis ex-
pected during the rest of the
summer. To a large extent this
reflects the policy measures
undertaken in response to the
wage increases and designed
to check the growth of real in-
comes.

FISCAL POLICY

TIGHTENED

The buoyancy of domestic
demand has prompted a
tightening of fiscal policy, which
was originally planned to be
broadly neutral in 1988. Several
measures curbing the growth
of demand have been im-
plemented, the effects of which
are being felt this summer. The
tax measures undertaken or
decided on in the spring are
estimated to increase central
government revenue by about
FIM 1 billion. In addition, the
measures will contribute about
one percentage pointtotherise
in consumer prices in 1988,

It is now estimated that fiscal
policy will have a mildly con-

tractionary impact on the
economy this year. This will,
however, be mainly due to
automatic effects arising from
the rapid growth of demand
and nominal incomes.
Receipts from income tax and
turnover tax will increase by
more than originally projected.
The central government -net
borrowing requirement is ex-
pected to decrease.

CENTRAL BANK

POLICY KEPTON A

RESTRICTIVE TACK

The primary objective of
central bank policy in the first
half of the year has been to
dampen domestic demand in
order to curb inflationary
pressures and prevent a further
wideninginthe currentaccount
deficit. However, the differential
between domestic and foreign
interest rates has continued to
attractinflows of foreign capital.
The markka has remained
strong and the Bank of Finland
currency index has remained
close tothe lower limit of its fluc-
tuation range. The chances of
keeping domestic interest rates
atahigh level have been limited
by the inflow of capital, as a re-
sult of which intervention in the
spot exchange market has
been necessary from time to
time. The foreign exchange
reserves have increased. In
these circumstances, the aim of
the central bank policy has
been to keep interest rates as
high as possible without
generating heavy capital in-
flows and a need for large-scale
intervention in the foreign ex-
change market.

The capital inflow has re-
quired continued sterilization of
liquidity in order to prevent
domestic interest rates from fall-

3



ing. This has been carried out
both through open market
operations and by raising the
banks’ cash reserve require-
ment. The Bank has sold its
own certificates of deposit to
the banks, and during the sec-
ond quarter of 1988 the value of
outstanding certificates of de-
posit issued by the Bank of
Finland averaged FIM 75
billion. Forward market opera-
tions have been negligible dur-
ing recent months.

In May the cash reserveratio
was raised by 0.6 percentage
point to 7.0 per cent of the cash
reserve base while in June and
July the ratioc was kept un-
changed. At the end of June
cash reserves at the Bank of
Finland amounted to some FIM
17 bitlion.

A new system under which
banks have to fund part of their
til-money holdings themselves
was adopted as from August 1.
The new system reduces the
total amount of interest-free fill-
money credits by approximate-
ly FIM 1 billion.

In order to maintain the level
of real interest rates against ris-
ing inflation and to encourage
saving, the Bank of Finland's
base rate was raised by one
percentage point to 8 per cent
in May, after the incomes set-
tiements had been reached. Al-
though the base rate has lost
some of its former effectiveness
as an instrument of monetary
policy, it still plays quite an im-
portant role in determining in-
terest rates faced by
households. Interest rates on
most household deposits and
loans, especially housing
loans, are still linked to the base
rate.

DEREGULATION OF

CAPITAL EXPORTS

Financial market deregula-
tion took an important step for-
ward in June when the Bank
of Finland announced that
regulations concerning capital
exports were to be eased with
effect from August 1, 1988. The
controls oncapitalimports have
already been relaxed to a large

4 extentin recent years.

The most important amend-
ments to the foreign exchange
regulations concern direct in-
vestment abroad and pur-
chases of foreign securities,
other movables and dwellings.
These measures allow more in-
vestment abroad by increasing
both the range of investment
outlets and the amounts that
can be invested.

On the same occasion, the
Bank of Finland extended the
right to raise foreign loans, with
certain limitations, to local
authorities, and issued more
specific regulations concern-
ing the intermediation of foreign
loans. Under the revised
regulations, the banks are ex-
plicitly forbidden to in-
termediate "NOVA” loans.
These are foreign-currency
loans intermediated by banks
as off-balance sheet items
through their trust departments
to firms, private individuals and
other borrowers who are not
authorized to raise funds
abroad.

The relaxation of the ex
change controls is expected to
have only a minor directimpact
on capital exports, since the
flows concerned are small in
relation to trade-related capital
flows.

MONEY AND CREDIT

MARKETS

The actions taken by the
Bank of Finland to tighten the
monetary stance eased the
downward pressure on interest
rates in the money market.
Shortterm  market  rates
(HELIBOR) were stable in April
and May. In early June, how-
ever, the banks’ ample liquidity,
swelled by currency inflows,
stated to push rates
downwards. Both interest rates
and the interest rate differential
vis — a — vis foreign interest
rates were allowed to come
down in order to reduce foreign
currency inflows. The 3-month
HELIBOR decreased by three-
quarters of a percentage point
to 8.7 per cent, and the differen-
tial between the computed 3-
month eurorate for the markka
and the weighted eurorate of

the twelve currencies included
inthe currency index was about
15 percentage points in mid-
June.

In the second half of June
this process was largely revers-
ed; HELIBOR rates started to
rise in response to tighter bank
liquidity, caused inter alia by
payments of counter-cyclical
and investment deposits and
the anticipatory effects of fur-
ther cash reserve payments
due by the end of June. In addi-
tion, the Bank of Finland's deci-
sion to prohibit "NOVA” loans
may have changed expecta-
tions concerning liquidity and
interest rates. At the end of
June, call money credits
jumped to FIM 1.7 billion and
the 3-month HELIBOR rose to
95 per cent at the beginning of
July. The interbank overnight
rate, which had stayed at
around 8 per cent during the
second quarter, jumped to over
10 per centin early July, thus al-
most reaching the call money
credit rate.

In the second quarter of
1988 the inflow of capital con-
tinued through the forward
market. In particular, the
markka forward position of
foreign banks increased while
the forward position of firms
decreased. By the end of June,
the forward markka position of
foreign banks amounted to al-
most FIM 5 billion. Another im-
portant component of the net
capital inflow has been the cor-
porate sector's long-term
foreign loans, which peaked at
FIM 2.7 billionin March. in April
they amountedto FIM 1.4 billion
and in May FIM 1.6 billion.

The Bank of Finland curren-
cy index, which had been
gradually strengthening since
January, weakened by one per
cent at the end of June, but
nevertheless remained well
within the lower half of its fluc-
tuation range.

In May, the average interest
rate on new bank loans rose
clearly to around 11 per cent.
This reflected both the strong
demand for credit and a shift in
the structure of credit towards
consumer loans. Therise inthe



base rate, which increased the
cost of funding, contributed to
the increase in lending rates.
Despite the still relatively
high level of real interest rates,
bank lending has accelerated
further; the rise in interest rates
on bank loans has not so far
been sufficient to stem the de-
mand for credit. The tweive-
month growth of markka lend-
ing by the local (savings and
cooperative) banks was 25 per
cent in January-May. The lend-
ing of the local banks was main-
ly funded by their central banks

with  market-priced credit.
These funds were further in-
termediated to the public as
HELIBOR-based consumer
loans.

Reflecting rapid credit ex-
pansion and a still favourable
economic outlook, both share
prices and turnover on the
Helsinki Stock Exchange have
been on an upward trend in re-
cent months. The general
share price index increased by
some 30 per cent in the course
ofthe first six months of the year
and exceeded the pre-crash

peak of October 1987 by 7.3 per
cent at the end of June. Price
developments in the OTC
markets have been even more
spectacular  After  some
legislative delay the options
market started to operate on a
larger scale in May.

August 1, 1988



PUBLIC FINANCE AND FISCAL POLICY

by Imme Pohjela, Financial Counselior

Economics Department
Ministry of Finance

uringthe pasttenyears,

the ratio of public ex-

penditure to GDP has
risen practically every year, to-
talling 42 per cent in 1987. The
tax ratio — the ratio of taxes to
GDP — has also risen during
this decade; it fell markedly in
the late 1970s thanks to the
supply-side policies pursued at
that time, and as a result the
large financial surplus of the
public sector quickly disap-
peared. Overall, fiscal policy
has been slightly expansionary
in the 1980s, albeit clearly less
so than earlier. Though fiscal
policy is still actively used for
countercyclical purposes and
its role in stabilization policy has
even been enhanced because
of financial market deregula-
tion, fiscal policy focuses in-
creasingly on structural and
growth policy targets.

The current Government
programme announced in
1987 underlines the impor-
tance of long-term coordinated
economic policy, in which the
various labour market parties
are expected to bear a due

share of the responsibility. In

TABLE 1. PUBLIC FINANCE

Consumption expenditure
Transfers

Other current expenditure
investment

Total expenditure

Taxes and other compulsory payments

Other current revenue
Depreciation and capital transfers (net)

Financial surplus
— central government
— local government

Central government debt

6 Local government debt

addition to the traditional
targets of stabilization policy —
employment, low inflation, a
stable markka — the pro-
gramme stresses the need to
increase the flexibility and
adaptability of productive ac-
tivities and the labour market.
The growth of public expendi-
ture is confined to the limits
set by the tax ratio and the
growth of total output, with the
emphasis in spending on
employment, research, educa-
tion and housing as well as on
families with children and ser-
vices for old people.

Fiscal policy in 1987

The plans and budgets for
public finance in 1987 were
drawn up as early as autumn
1986, ie. before the present
Government had taken office.
They were preparedinthe after-
math of a short recession in
western markets, a major fall in
oit prices and in the exchange
rate of the US dollar and the
conclusion of a 2-year labour
market agreement following
strikes in the spring. As fiscal
policy was designed to have a

1985 1986* 1987* 1988**

per cent of GDP
20.3 205 206 20.7
13.7 139 139 133
37 37 37 37
35 36 35 35
412 418 417 414
366 378 357 375
37 37 37 35
1.0 141 11 09
0.1 08 —08 0.6
0.1 10 —05 05
01 —02 —03 041
140 144 149 145
35 36 40 40

slightly expansionary impact
on domestic demand, the
growth of GDP was estimated
to accelerate to 3 per cent in
1987. However, export expecta-
tions remained weak because
the lower oil price substantially
reduced the scope for exports
to the Soviet Union, in spite of
the fact that exports to western
markets were clearly on the in-
crease.

Because of the uncertainty
clouding the prospects for
foreign trade, it was considered
necessary to counter the effect
of the inflationary pay set
tements on price com-
petitiveness after the budget
proposal had been submitted
to Parliament, and therefore the
last supplementary budget for
1986 included measures aim-
ed atreducing labour costs and
increasing investment. The
lowering of private employers’
social security contributions
significantly increased the cen-
tral government's compen-
satory payments to the Social
Insurance Institution. The cen-
tral government also undertook
to bring forward its own in-
vestments.

While central government
expenditure was originally pro-
jected to grow by 3 per cent in
realterms, the actual growth fig-
ure was 6 1/2 per cent. The
magnitude of the increase was
due to exceptional factors: cur-
rent transfers, which make up
half of total spending, rose by 8
per cent; the central govern-
ment’s share of expenditure on
sickness insurance and na-
tional pensions increased
because of the discretionary
measure mentioned above and
in addition there was an
unusually large increase in
transfers to local authorities.



Central government con-
sumption expenditure grew by
5 per centin real terms. The in-
crease was largely due to the
timing of equipment purchases
for the defence forces. Real
earnings of state employees
rose by 31/2 per cent but
nominal earnings rose mark-
edly after the strikes in the
previous year.

In relation to the Govern-
ment programme, the total
growth of central government
expenditure was clearly too
rapid in 1987. Some of the prior-
ity areas in structural policy —
such as housing and expend-
iture on research and higher
education promoting real com-
petitiveness — received sub-
stantially more funding. The
most rapid growth was,
however, recorded by certain
items serving cyclical policy
purposes, such as part of
transferstolocal authorities and
the central government’s own
construction activity.

Besides the rapid growth of
public expenditure, domestic
demand was boosted in 1987
by the lowering of the tax ratio.
The gross tax ratio fell by a full 2
percentage points according to
official statistics. This waslarge-
ly duetothe rescheduling of the
payment of tax refunds from
December 1986 to January
1987, which is not considered to
have had any significant real ef-
fects as recipients were notified
well before Christmas. The
lowering of private employers’
social security contributions,
the adjustment of income and
wealth tax brackets and deduc-
tions for inflation and the ap-
plication of the lower corporate
income tax rate, which had
been cut by 10 percentage
points in the previous year, also
served to lower the tax ratio.

It is estimated that fiscal
policy boosted the growth of
total output by 1.1 percentage
points in 1987, i.e. notably more
than originally planned. The ex-
pansionary effect focused on
domestic demand, which
becametoo vigorousin relation
to output. Consumption and in-
vestment each increased by 5

per cent and imports by 9 per
cent, while the growth of total
output amounted to 4 per cent.
At the end of the year, capacity
was fully utilized in many
sectors, even though it was
expanding as a result of invest-
ment, and there was a shortage
of skilled labour. Inflationary
pressures increased slightly
towardsthe end of 1987 and the
current account deficit widen-
ed rapidly inthe closingmonths
of the year.

Fiscal policy in 1988

The main objective in plan-
ning fiscal policy for 1988 wasto
bring downinflationand to safe-
guard price competitiveness.
This was considered the best
way to achieve balanced
growth of the economy at full
employment. While price com-
petitiveness had been partly
safeguarded by fiscal policy
measures in 1986 and 1987, it
was now hoped that the labour
market organizations would
assume some of the respon-
sibility when the new labour
market agreements were
negotiated inthe winter of 1988,

The 1988 central govern-
ment budget proposal was
based on the assumption of
satisfactory growth prospects
for the economy in 1988, even
though the external balance
was expected to experience a
further slight weakeningas are-
sult of buoyant domestic de-
mand. Growth was expected to
slow down markedly in 1989.
Theinflationtarget for 1988 was
set at 2 per cent, and most of
the inflation adjustments of
taxes and public tariffs were fix-
ed accordingly.

The overall stance of fiscal
policy was designed to be
slightly expansionary provided
thatthe inflation target was met.
However, progressive income
taxation meant there would be
an automatictightening of fiscal
policy should nominal income
developments turn out to be
faster than forecast.

Growth of real central
government expenditure in
1988 was budgeted at 2 per
cent. The growth in local

government expenditure was
estimatedto decelerate and the
ratio of public expenditure to
GDP to remain unchanged.
The tax ratio, adjusted for the
rescheduling of tax refunds,
was also estimated to remain
unchanged.

The international equity
market crash in October 1987
strengthened expectations of
an economic slowdown start-
ing in autumn 1988. But actual
developments and short-term
expectations at the turn of the
year clearly indicated that there
was regional and sectoral
overheating, thus calling for
measures dampening econ-
omic activity. Accordingly, the
Government  decided in
January 1988 to collect
countercyclical deposits from
corporations on a regionally
differentiated base, to levy an
investrent tax in the Greater
Helsinki area, to lengthen the
period in which investment
reserve deposits could be used
and to raise the fuel tax on
transport fuels. The measures
absorbed some of the excess
liquidity from the corporate
sector and were designed to
prevent an expansion of activity
fuelling inflation just prior to the
expected recession.

The rapid growth of output
and gradual improvement in
employment continued in the
early months of the year A
general incomes and price
policy agreement was not
reached although the Govern-
ment attempted to promote a
settiement by offering conces-
sionsinthetax reform dueto be
introduced in 1989. Union level
agreements were reached al-
most without any labour
disputes but the negotiated pay
increases were rather large.
Average earnings are
estimated to rise by 9 per cent
this year.

The incomes policy deci-
sions implied an even greater
risk of excessive domestic
demand although built-in
stabilizers siphoned off a
substantial part of the increase
inincome to the public sectorin
the form of taxes. The sup-
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TABLE 2. THE EFFECTS OF FISCAL POLICY

Expansionary effect’, per cent of GDP

— central government
— local government

Inflationary effect, per cent

1985 1986* 1987 1988*"
04 0.4 1.1 —0.8
—02 -—06 0.9 —1.0
0.6 0.8 0.2 0.2
0.8 1.0 0.6 2.0

1 The exceptional postponement of the payment of tax refunds from December 1986 to
January 1987 has been adjusted to comply with normal practice.

plementary budget passed in
June provided for increases in
some indirecttaxes, such asthe
excise duty on tobacco and
alcohol, which were also
motivated by health reasons.

As a result of the measures
taken in the winter and spring,
fiscal policy is now estimated to
reduce growth by 0.8 percent-
age point. In addition, the Bank
of Finland tightened monetary
policy and raised the base rate.
After the tightening of the
economic policy stance, the in-
flationary incomes settlements
are not estimated to increase
real household disposable in-
come by any more than zero
agreements would have done.

In spite of the shiftto atighter
economic policy stance, the
growth prospects of the
economy improved during the
spring of 1988. This is at-
tributable both to stronger-
than-expected domestic per-
formance and international
business expectations. At the
same time, the inflation rate is
accelerating and may tem-
porarily go as high as 6 per
cent, due in part to the in-
creases in central government
taxation. The financial position
ofthe central governmentis im-
proving significantly. in 1988,
the tax ratio will rise by almost
one percentage point more
than originally planned.

The fiscal policy setting for
1989 poses somewhat of a
dilemma. In spite of anincrease
in productivity, price com-
petitiveness is estimated to
weaken by 5 per cent this year
and further nextyear, unlessthe
next incomes agreements are
very moderate. At the same
time, international economic
developments are expected to
weaken, at least slightly, and

8 there is an obvious risk of a

substantial tightening of com-
petition in European markets.
Because of the need to restore
balance to trade with the Soviet
Union, total exports are
forecasttoremain virtually flatin
1989. The growth of total output
is expected to slow down
markedly at the same time as
the current account deficit may
widen further. Thus, correcting
the imbalances in the economy
seems to require a tight
economic policy, whereas the
deteriorating growth prospects
calls for an expansionary
economic policy.

The most obvious way out of
the economic policy impasse
would be to reach an incomes
policy agreement for 1989
securing competitiveness, and
this, in fact, will be attempted
during the course of this sum-
mer. The directors of Finland’s
leading economic research in-
stitutes and the government ar-
bitrator have looked into the
feasibility of implementing a
comprehensive economic
policy settlement along these
lines. The Government, for its
part, can pave the way for such
an agreement by designing the
tax reformin such a way that the
real disposable incomes of
wage and salary earners and
households develop satisfac-

. terily with low nominal pay in-

creases. If an agreement of this
kind cannot be reached, then
the disequilibria in the
economy will have to be dealt
with by tight economic policy,
regardless of the negative
short-term effects on growth
and employment.

Coordinrlioliio'l d
economic policy an
rrowing
The division of labour be-
tween the various sectors of

economic policy has changed
during the past few years. The
autonomy of monetary policy
has rapidly diminished be-
cause of deregulation of in-
terest rates and the relaxation of
exchange control and this has
enhanced the role of fiscal
policy in growth and employ-
ment policy. Fiscal policy has
also been used to influence
the outcome of incomes
agreements in advance, while
both fiscal and monetary policy
measures have been em-
ployed subsequently to adjust
the economy to excessive pay
increases.

Central government borrow-
ing is the point where fiscal and
monetary policies intersect.
The central government bor-
rowing requirement directly
reflects the fiscal policy stance
andthis, as well asthe structure
of borrowing, exerts a signifi-
cant impact on domestic mon-
ey supply, which the central
bank takes into account in
monetary policy. The size of the
central government borrowing
requirement and state debt
have been kept well under con-
trol in Finland. The borrowing
strategy applied by the central
government has been to pro-
mote the development of
domestic forms of borrowing
and decrease dependence on
foreign borrowing. Atthe end of
1987, the share of foreign debt
intotal debt had fallen below 50
per cent.

The forms of central govern-
ment borrowinginthe domestic
market have diversified rapidly
with the development of the
money market. Non-taxable
bonds, which so far have been
the central government’s main
domestic debt instrument, will
be replaced by taxable bonds
when the tax reform is im-
plemented in 1989. The rate of
interest onthefirst taxable loans
issued has settled below that of
comparable private loans. At
the beginning of 1988, the cen-
tral government also introduc-
ed treasury bills of less than 12-
months' maturity.



Structural

development

prospecis

The implementation of the
tax reform is due to commence
in 1989. The tax reform is
primarily  concerned  with
longer-term structural develop-
ment of the economy. Other
major structural reform targets
relating to fiscal policy are the
working life reform and the new
employment act, which have

partly been introduced already-

and willimprovethe functioning
of the labour market.

The room for manoeuvre of
fiscal policy has for long been
reduced by the rapid growth of
public expenditure, which has
also been allocated in an ineffi-
cient way with respect to
economic objectives. Several
projects have been launched
with the aim of ensuring better
allocation of government ex-
penditure and an improvement
in both external resulis and in-
ternal efficiency. These include,

in particular, an experiment with
performance-related pay, a
project for measuring perfor-
mance and the development of
the budgeting of operational
expenditure, all of which have
been initiated this year.

The pressure on the expendi-
ture side will mount over the
nexttwo orthree years because
ofthe taxreform. One of its aims
is to eliminate some of the hid-
den tax supports in the tax
system. The reduction of tax
support will require anincrease
indirect supportin many cases,
but this will be allocated more
efficiently thantax support, thus
alleviating the overall strain on
central government finances.
The tax reform may, however,
entail a technical rise in the
gross tax ratio and also in the
ratio of public expenditure to
GDP

However, a central issue in
controlling the rise in public ex-
penditure and the tax ratio will

be prudence in launching new
development programmes. At-
tempts to enhance the efficien-
cy of administration and the tax
reform may create scope for
some new programmes in-
creasing expenditure. Ac-
cording to medium-term sce-
narios, the current legislation
will, however, lead to an
automatic increasein public ex-
penditure at aimost the same
pace as projected economic
growth. In the coming years,
the scope for expansionary
fiscal policy will lie in the
development of tax and ex-
penditure structures, and not
so0 much in raising the ratio of
public finance to GDP.

August 1, 1988



FINLAND’S TRADE AND ECONOMIC COOPERATION

WITH THE CMEA COUNTRIES
by Terhi Kivilah#i, Head of Office

Bilateral Trade Department
Bank of Finland

inland has consistently

sought to increase trade

and promote economic
cooperation with all countries
regardless of their economic
and social systems. Fifteen
years ago, Finland was the first
market economy to sign an
agreement on cooperation with
the CMEA. Finland’s trade with
CMEA countries experienced
exceptionally rapid growth in
the 1970s and early 1980s,
which was largely attributabie
to the increase in oil prices and
the bilateral trade system. At its
peak, trade with the CMEA
countries accounted for over
one-quarter of Finland’s total
foreign trade. The Soviet Union
accounts for the bulk of this
trade, and has, in fact, almost
invariably been  Finland's
largest single trading partner
during the last 15 years. Now
that the price of oil has fallen,
the share of trade with the
CMEA countries has returned
to the average level of the
1970s.

Exports to the Soviet Union
are important for Finland
because of their high degree of
processing and labour intensi-
ty. Imports from the Soviet
Union play a key role in Finnish
energy supply. During the
1980s, the clearing account
has shown an almost perma-
nent claim in Finland’s favour
and a number of special ar-
rangements have been in-
troduced both to maintain a
high level of trade and to bal-
ance trade.

TRADE AGREEMENT

SYSTEM

The year 1973 was a signifi-
cant one for major trade policy

10 decisions. In connection with

the free trade arrangements
withthe EEC, Finland proposed
negotiations to the Eastern
European CMEA countries
(excl. the Soviet Union) on the
reciprocal removal of the re-
maining trade barriers. The So-
viet Union had been
guaranteed the same benefits
inacustoms agreement as ear-
ly as 1961 in connection with
the EFTA  arrangements.
Agreements on the reciprocal
removal of barriers to trade
were concluded in 1974 — 78,
Those socialist countries with
no effective tariffs made cor-
responding concessions within
their own systems in order to
safeguard the development of
Finnish exports in their own
markets. In the same context,
the use of annual trade pro-
tocols on the exchange of
goods, which are one of the
main ways of regulating balanc-
ed bilateral trade, was discon-
tinued.

The CMEA charter provides
for cooperation between the
organization and countries
representing different eco-
nomic systems. Finland’s
agreement with the CMEA was
alsosignedin 1973 anditis bas-
ed on the principle of coopera-
tion as Finland is not a member
of the CMEA, and does not
participate in the activities of its
agencies or monitor their
operations as an observer.
CMEA cooperation seeks to
chart the potential for coopera-
tion, issue recommendations
and monitor their implementa-
tion. Some one hundred
economic or scientific-techno-
logical agreements aimed at
multilateral cooperation have
been signed on the basis of
the recommendations of the
Finnish CMEA commission.

has

Finland
bilateral trade and payments
arrangements only with the So-

Currently

viet Union, the German
Democratic Republic and
Bulgaria. In the early 1970s,
Finland’s trade and payments
with the other socialist coun-
tries were also based on
the clearing system regulated
by bilateral payments agree-
ments. During the 1970s, the
clearing payments arrange-
ments were discontinued with
those CMEA countries which
joined the IMF, in compliance
with the Fund’s requirements.
Under the clearing system,
the parties to the clearing
agreement are committed to
spend their export earnings
only on the goods of the other
party. Payments are effected
through centralized clearing
accountsinthe agreedclearing
currency and the balance on
the account may not be used
for purchases from third coun-
tries. This kind of a bilateral
payments system usually com-
prises a payments agreement
and annual protocols on the ex-
change of goods, which are
designed to keep reciprocal
trade at a level maintaining bal-
ance on the clearing account.
Anocther way of maintaining bal-
ance onthe clearing account is
to agree on certain credit limits.
Should the balance on the
clearing account exceed the
limits, the parties take the steps
required under the payments
agreement to redress the im-
balance. For instance, the
payments agreement between
Finland and the Soviet Union
provides for negotiations on an
increase in exports by the debt-
or country if the clearing ac-
count balance exceeds the
credit limit for three months run-



TABLE. AGREEMENTS AND PAYMENTS ARRANGEMENTS IN FINLAND'S TRADE WITH THE

CMEA COUNTRIES

USSR POLAND CZECHO- GDR HUNGARY ROMANIA BULGARIA
SLOVAKIA

TRADE Agreementon Trade Long-term trade Trade Trade Long-term trade

AGREEMENT Exchangeof  agreement agreement 1974 agreement agreement agreement
Goods and 1971—1975 still  still in force 1973 (1983) in 1982—1992 1973 (1981)
Payments in force force until partly in force
19861990 19881

PAYMENTS Clearing USD since 1970 Convertible Clearing (FIM)  Convertible Convertible Clearing (FIM)

SYSTEM (Rouble) FIM since 1986 currencies, Credit limit currencies currencies Credit limit
Credit limit since 1984 FIM 70 million  since 1985 since 1982 FIM 25 million
SUR 300 million

COOPER- Scientificand  Economic, Economic, Economic, Economic, Economic, Economic,

ATION technical industrial, technicaland  industrial, industrial, technicaland  industrial,
cooperation  scientificand  industrial scientificand  scientificand  industrial scientific and

technical cooperation  technical technical cooperation  technical
Economic, cooperation cooperation  cooperation cooperation
technical and Long-term
industrial programme Long-term
cooperation onthe programme on
development of the develop-

Agreement economic, ment of
onthe industrial, economic,
Establishment scientific and industrial,
of a Standing technical scientific and
Intergovern- cooperation technical
mental cooperation
Commission for
Economic
Cooperation

OTHER Customs
agreement Agreementon Agreementon Agreementon Agreement on Agreement on

the Reciprocal the Reciprocal the Reciprocal the Reciprocal the Reciprocall

Long-term Removal of Removal of Removal of Removal of Removal of
programme up Barriers to Barriers to Barriers to Barriers to Barriers to
to 2000 Tradein 1978  Tradein 1974 Tradein 1975  Tradein 1974 Trade in 1974

1 Atter 1988, the agreement will continue automatically for one year at a time unless it is cancelled.

ning. Should this not be suffi-
cient to settle the liability, the
creditor country is entitled to
discontinue its export deliveries
or require that the liability in ex-
cess of the credit limit be paid in
convertible currencies.
Finland’s trade with the Sovi-
et Union is planned and
regulated by means of 5-year
agreements on the exchange
of goods and paymentsand an-
nual protocols onthe exchange
ofgoods. The 5-year framework
agreement lists in broad outline
the goods to be exchanged
and defines the payments ar-
rangements. Detailed quotas
for imports and exports are
agreed on in annual trade pro-
tocols. When drawing up the
protocols the clearing account
position is taken into account
and efforts are made to set the
total values of exports and im-
ports so that balance can be
achieved on the clearing ac-

count.

DEVELOPMENTS IN

FINLAND'’S TRADE

WITH THE CMEA

COUNTRIES

In 1970-87, Finland’s trade
with the CMEA countries ac-
counted for about 20 per cent
on average of Finland’s total
foreign trade. The Soviet Union
dominates trade with the
CMEA countries, with a share
of 85 per cent on average. The
other Eastern European CMEA
countries are of minor impor-
tance for Finnish foreign trade,
accounting for only some two
per cent annually on average.
The scope for increasing trade
has diminished in the 1980s as
some CMEA countries have
become heavily indebted and
their weakened international
competitiveness has hamper-
ed the growth of their trade with
western countries. In 1965,
exports to the CMEA countries
other than the Soviet Union still
accounted for 4—5 per cent of

Finland’s total exports.
Although the share of the
other CMEA countries in
Finland's foreign trade has
declined in the years following
the signing of the agreements
on the reciprocal removal of
barrierstotrade, Finland seems
to have been ableto maintainits
position in CMEA markets fairly
well. Inthe early 1970s, Finland
accounted for just over one per
cent of CMEA imports from
western markets, whereas its
share has averaged some 2 per
cent during the past five years.
From the 1950s to the mid-
1970s, trade with the Soviet
Union made up some 15 per
cent of Finland’s total foreign
trade on average. In the latter
half of the 1970s, it grew to just
under 20 per cent and in the
first half of this decade it
amountedto almost 25 per cent
as a result of the oil price rises;
with the fall in the oil price the
level has dropped to the



CHART 1.

PERCENTAGE SHARES OF THE CMEA COUNTRIES
IN FINLAND'S FOREIGN TRADE (1971 - 1987)
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average level for the period
from the 1950s to the 1970s.
Finland has also been able to
maintain its position in the Sovi-

12 et market, with a share of some

15 per cent of the Soviet Union's
western trade in the last five
years.

In 1970—85, Finnish exports
to the Soviet Union grew at an

annual average rate of 7 per
cent, i.e. twice as fast as exports
to western markets. The rapid
growth was due both to the
surge in oil prices over the
same period and to the bilateral
trade system. The structure of
exports to the Soviet Union dif-
fers from that of western ex-
ports; in exports to the Soviet
Union, the metal and engineer-
ing industries, the forest in-
dustries and the textile,
clothing, leather and footwear
industries have large shares,
whereas exports to western
markets are dominated by for-
est industry products.

Changes in oil prices have
influenced the growth of trade
and developments in the cur-
rent account. Exports have var-
ied mainly as a result of
changesinthe value ofimports.
While fluctuations in exports to
the Soviet Union have been
large compared with those in
exports to other countries, in
the 1970s, in particular, they
have served to cushion
economic activity in Finland
against the effects of interna-
tional business cycle fluctua-
tions resulting from the in-
crease in oil prices. The
weakening of the terms of trade
did not lead to lower employ-
ment or output as the increase
in import prices focused on the
trade with the Soviet Union,
which it was possible to in-
crease because of the balanc-
ing mechanism provided for
under the bilateral ar-
rangements.

Because of the increases in
energy prices, the value of
bilateral trade between Finland
and the Soviet Union reached
its highest levels in 1982 and
1985, since when the value of
trade has fallen. In 1986, the
sharp fall in the world market
price of crude oil decreasedthe
value of Finnish imports by al-
most one-third. The fallin the oil
price has created a new situa-
tion for the trading partners,
and as a result some new
features have emerged in the
trade.

The Soviet Union has deliv-
ered ail for trading with third



countries to pay for an average CHART 2.
of 10 percent of Einnish exports EXPORTS, IMPORTS AND TRADE ACCOUNTS BE-
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last five years. In 1981—86,
clearingimports fromthe Soviet
Union based on Finland’s own
demand covered 89 per cent of
Finland’s clearing exports. In
addition, the Soviet Union has
paid for just over 3 per cent of
the commodities bought from
Finland in convertible curren-
cies in the 1980s. At the end of
1987, Finland's clearing ac-
countclaim on the Soviet Union
was about one-fourth of the val-
ue of exports in the same year.

Raw materials and energy
have made up over 90 per cent
on average of Finland'simports
from the Soviet Union in the
1970s and 1980s. Energy im-
ports have accounted for over
80 per cent of Finland's total im-
ports from the Soviet Union in
the 1980s as the share of
energy purchased from the So-
viet Union in Finland's total pur-
chases of energy abroad was
raised in order to restore bal-
ance to the trade. Finland im-
ports practically all the crude oil
and all the natural gas it needs
and substantial amounts of
coal, electricity and nuclear fuel
from the Soviet Union.

Efforts have been made to
diversify imports and especially
toincreasethe share of machin-
ery and equipment. At present,
they account for some 10 per
cent of imports and Finland is,
in fact, the main western buyer
of Soviet machinery and equip-
ment.

IMPORTANCE OF

TRADE WITH THE

SOVIET UNION FOR

THE FINNISH

ECONOMY

Trade with the Soviet Union
is of great importance for the
Finnish economy. First, exports
to the Soviet Union are more
labour intensive and involve a
higher degree of processing
than other exports, and
therefore the effect of exports to
the Soviet Union on employ-
ment is significant. In the early
1980s, when exports were at
their peak, they were estimated

THE OTHER SOCIALIST. COUNTRIES (1971 - 1987)
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to have provided employment
for some 140,000 people (incl.
the multiplier effect). Now
the employment impact has
reverted to the level of the early
1970s, ie. to some 70,000
people. A substantial part of
the exports and production of
several manufacturing sectors
is delivered to the Soviet Union
and these industries are
specialized in deliveries to the
Soviet market.

The sectors specializing in
exports to the Soviet Union are

the metal and engineering in-
dustries, the food industry and
the textile, clothing, leather and
footwear industries. Hence,
these sectors, in particular,
have been affected by the ad-
justment problems caused by
the cutback in exports. About
one-third of metal and
engineering industry exports
goes to the Soviet Union. In
1980—85, the Soviet Union
bought over half of all the
vessels built in Finland. Over
the same period, almost 20 per




CHART 3.

STRUCTURE OF FINLAND'S TRADE WITH THE SOVIET

UNION (1971 - 1987)
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cent of the production of the
textile, clothing, leather and
footwear industries also went to
the Soviet Union. The vigorous
growthinthe exports of the food
industry inthe 1970s and 1980s
was attributable to exports to
the Soviet Union; in the first half
of the 1980s, some 50 per cent
ofthe food industry’s exports on

14 average went to the Soviet

Union.

The Soviet Union's share in
the total exports of the forest in-
dustries has varied between 10
and 20 per cent. The share of
forest industry products in
Finland’s exports to the Soviet
Union has been significant.
However, it has fallen during the
1970s and 1980s and now ac-
counts for about one-fifth.

FINANCING AND

SPECIAL ISSUES

In the 1980s, fluctuations in
trade and payments flows have
been sharper than before.
Finland has had protracted and
increasingly large claims onthe
clearing account because it
has not been possible to adjust
exports rapidly enough when
the value of imports has not
reached the level set for it
becauseofafallin oilpricesora
lower dollar exchange rate or
both.

Inthe 1970s, the clearing ac-
count was in balance on
average. But during the current
decade, the situation has
changed; Finland has had an
almost permanent claim
averaging FIM 1.5 billion an-
nually. The imbalances on the
current account and clearing
account have highlighted the
importance of various financ-
ing arrangements in the 1980s
inmaintaining a measure of bal-
ance and a high level of trade.

On two occasions in the
1980s, Finland’s claim exceed-
ed the agreed credit limit to
such an extentthat the following
financing and special
measures had to be taken. In
1982 and 1987, some FIM 2.2
bilion (SUR 300 million) was
transferred as a credit from the
non-interest bearing clearing
account to a special interest-
bearing account. In 1982—87,
the Soviet Union delivered a
total of over 10 million tonnes of
crude to Finland for sale to third
countries. These deliveries
were paid for to the Soviet
Union through the clearing ac-
count while the earnings from
their resale were in convertible
currencies. The advance pay-
ment system applied to vessels
to be delivered to the Soviet
Union has been gradually
changed so that now vessels
are paid for in full on delivery.
This has made it possible to re-
duce Finland'’s claim and thus
allow more time for the adjust-
ment of Finnish exports. In spite
ofthese measures, the clearing
account balance has almost
without exception remained
above the agreed credit limit.



However, special measures
may hamper the development
of trade as in many cases they
imply postponing the problem
of the imbalance on the ac-
countuntilthe future. The use of
the rouble as the accounting
and payment currency also
causes problems, relating to
eg. hedging the outstanding
claim against exchange rate
risks. The fact that credit cannot
be extended by individual com-
panies under the clearing
system has been felt to be a
problem, particularly by the So-
viet Union, as too, has the diffi-
culty of incorporating new
forms oftrade, such as joint ven-
tures, in the system. Indicative
of the rigidity of the clearing
payments system in recent
years has been the fact that
when Finland has had a claim
on the account Finnish exports
have had to be administratively
restricted by licensing.

OTHER COOPERATION

The 15-year comprehensive
programme for technological
development adopted by the
CMEA in 1985 comprises five
major areas of advanced
technology. Many topics re-
latedtothe programme will also
be discussed in connection
with the cooperation between
Finland and the CMEA, and
thus Finland will have ample
opportunitiesto make use ofthe
CMEA's large potential for re-
search. The CMEA is par-
ticularly interested in the
capability of Finnish industry to
quickly apply research results.

Finland has agreements on
economic, technical and scien-
tific cooperation with all Eastern
European socialist countries.
The forms of scientific-technical
cooperation with the Soviet
Union are well-established as it
has been going on for almost
20 years in 35 working groups
and under numerous separate
agreements. Theimportance of
cooperation for trade is grow-
ing as the structure of trade
changes: the reaching of new
deals increasingly requires
knowledge of the other party’s
technical level and ability to
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apply the most advanced
technology. The most impor-
tant areas of cooperation are
arctic research within the ship-
building industry and measure-
ment techniques and high-
energy physics in science.

A standing Finnish-Soviet
intergovernmental commission
on economic cooperation was
set up in 1967 to develop new
forms of cooperation extending
beyond the traditional ex-
change of goods. The commis-
sion investigates the develop-
ment of economic contacts,
draws up proposals for expand-
ing commercial and other
economic contacts, deals with
issues related to the implemen-
tation of commercial and
economic agreements, pre-
pares proposals on the im-
plementation of agreements
and coordinates economic
relations between thetwo coun-
tries. The long-term pro-
gramme signedin 1977 andthe
monitoring of its implementa-
tionare alsothe responsibility of

the commission.

Industrial cooperation aims
at expanding trade in machin-
ery and equipment between
the two countries. Its share in
the exports of the Finnish metal
and engineering industries has
risen so that almost half the ex-
ports of machinery and equip-
ment to the Soviet Union is now
based on industrial coopera-
tion. The establishment of joint
ventures aims at the joint pro-
duction of goods for sale in the
markets of third countries.
There has been keeninterest in
joint ventures but so far only a
few joint ventures involving
Finnish companies have been
registered in the Soviet Union.
They comprise both service

and manufacturing com-
panies.
FUTURE PROSPECTS

A more favourable setting
was created for the expansion
of economic cooperation be-
tween European countries with
different political systems when




in June of this year the CMEA
and the EC signed an agree-
ment on establishing diplo-
matic relations after 15 years of
negotiations. At the same time,
it was agreed that individual
CMEA countries decide on
their relations with the EC on a
bilateral basis. Thus each
CMEA country has the chance
to give diplomatic recognition
to the EC and to conclude its
own agreements, with poten-
tially significant economic im-
plications.

The economic reforms now
under way in the CMEA coun-
tries are increasing the direct
operating scope of companies
in these countries, eg. in
foreign trade. However, the im-
plementation of administrative
changes in foreign trade are
slow since they require the im-
plementation of reformsin other
areas. For instance, the aim is
that in 1988—89 all Soviet
enterprises assume full re-
sponsibility for their financial

results and that changes in eg.
the planning, pricing, financing
and wholesale trade systems
be implemented by the begin-
ning of the next five-year term,
i.e. by 1991. However, this time
horizon seems rather short and
itismore realistictoassumethat
these new forms of operation
become established only
gradually, later in the 1990s.
The bilateral clearing system
has been well-suited to the cen-
tralized and planned foreign
trade system of the Soviet
Union. Its advantages will
change substantially at the
latestinthe eventthat the rouble
becomes a convertible curren-
¢y, which may happen as a re-
sult of the reforms. If the next
five-year plan for the Soviet
economy and the foreign trade
plans, in particular, are for-
mulated in more general terms
than before, it will naturally af-
fect the structure and
detailedness of the framework
agreements between Finland

and the Soviet Union. It is pos-
sible that the framework agree-
ment will become a docu-
ment laying down general
guidelines, which in turn would
influence the nature of annual
protocols on the exchange of
goods.

Finland and the Soviet
Union have started negotia-
tions on improving the clearing
system. The most important
topics onthe agenda are hedg-
ing the clearing account claim
against exchange rate risk, the
payment of interest onthe claim
and permitting the granting of
credit under the clearing
system. In addition, the aimisto
increace trade in convertible
currencies alongside the clear-
ing system as a means of
mitigating the problems caus-
ed by the clearing system.

August 1, 1988



ITEMS

SUPPLEMENTARY

BUDGET

The first supplementary
budget for 1988 was approved
by Parliament in June. It is
designed to take into account
the changes that have occur-
red in the economic situation
since the ordinary budget for
1988 was prepared. The
outlook now is for stronger
economic growth than original-
ly anticipated, and thus it was
considered necessary to
tighten the stance of fiscal
policy to counter the prospect
of growing imbalances in the
economy. Because of this
spring’s relatively high pay set-
tlements, inflation is ac-
celerating and private con-
sumption continues to expand
atarapid pace. In particular, the
already sizeable current ac-
count deficit threatens to widen
further. The central government
net borrowing requirement for
1988 is now estimated to be
about 05 per cent of GDP as
against about 1 per cent in the
ordinary budget.

The increase in budgeted
revenue amounts to almost FIM
3.7 billion in the supplementary
budget. Discrete tax measure
are estimated to bring in about
FIM one billion in extra income
during the current year. Unfor-
tunately, higher indirect taxes
will also raise the consumer
price index, the estimated im-
pact being close to one per-
centage point for 1988 as a
whole. Therest of theincreased
revenue is due to the changed
economic outlook; income tax
revenue is estimated to in-
crease by about FIM 1.2 billion
more than initially forecast and
sales tax receipts by FIM 1
billion.

The supplementary budget
provides for a net increase in
central government expen-
diture of just over FIM 2.6 billion
on the ordinary budget for
1988. This brings total
budgeted state outlays for the
currentyearto almost FIM 116.5
billion, equivalent to about 28.
per cent of forecast GDP.

About one half of the addi-
tional expenditure is earmark-
ed for transfers to local
authorities, and is mainly
intended to compensate for
a higher-than-anticipated in-
crease in wages and salaries
in the local government sector.
Appropriations for state sup-
port for housing have been
raised by more than FIM
400 million. Just over FIM 400
million was withdrawn from the
state's share in the financing of
the Social Insurance Institution.

As the increase in revenue
exceeds that in expenditure, it
has been possible to cut plann-
ed state borrowing. The pro-
posed reduction in net borrow-
ing amounts to about FIM 1
billion, the aim being to cut
back foreign borrowing, in par-
ticular.

PUBLICATION OF THE

BANK OF FINLAND

The Bank of Finland Year
Book for 1987 has been
published. The first section
reviews the Finnish economy in
1987, and the subsequent sec-
tions examine the central
bank's monetary and foreign
exchange policy, its relations
with international organiza-
tions, the new bank note series,
the changes in the Bank's
organization and the balance
sheet and profit and loss ac-
count of the Bank of Finland. A
summary of new items relating
to monetary and foreign ex-
change policy measures taken
duringthe yearisincluded. The
Bank’s financial statements
and various banking transac-
tions during the year under re-
view are included in a statistical
appendix. Helsinki 1988. 78 pp.
ISSN 0081-9468.




MONETARY AND FOREIGN EXCHANGE POLICY MEASURES
FROM AUGUST 1987 TO AUGUST 1988
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Rewsnon of Forelgn
Exchange Regulations. The
Bank of Finland decides

to extend the right of
enterprises, previously
granted only to manufacturing
and shipping companies,

to raise foreign loans with

a maturity of at least five
years for the financing of
their operations. As from
August 1, 1987, this right
also applies to other
companies and cooperative
societies carrying on business
activity, with the exception

of financial and insurance
institutions and housing

and real estate companies.
Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 4.7 per centto 4.9

per cent of the total stock

of deposits in August.

Amendmenis to Forelgn
Exchange Regulations.
The Bank of Finland decides
to allow authorized banks

to write and purchase markka
options as from October 1,
1987. At the same time,

the Bank of Finland grants
companies and other
residents the right to
purchase such options.
Banks had previously been
allowed to write foreign
currency options but not
markka options. Markka
options entitle but do not
oblige the holder to purchase
or sell foreign currency

at an agreed markka rate
within an agreed period.
Banks’ central bank

18 financing. With effect from

October 1, 1987, savings
and cooperative banks are
allowed to deal in certificates
of deposit with the Bank
of Finland provided that
they meet with the
requirements set on trading.
As from QOctober 1, 1987,
the Bank of Finland enlarges
to some extent the right
of banks to use call money
credit which is not subject
to penalty interest.
Housing loans.
From October 16, 1987,
the Bank of Finland ceases
to issue precise guidelines
to the banks concerning
prior savings required for
housing loans and other
personal credits.

- NOVEMBER

Interest rate policy. On
November 13, 1987, the
Parliamentary Supervisory
Board decides on new
interest rate powers for the
Board of Management of
the Bank of Finland in respect
of both call money rates
and money and capital
market operations.

The call money rate
powers remain unchanged
so that the upper limit on
call money rates is still the
base rate plus 15.0
percentage points and the
lower limit the base rate.

Under the new powers,
for rates of interest longer
than one day, the Board
of Management may, at
its discretion, intervene in
the market to regulate
movements within a range
the lower limit of which is
the base rate and the upper
limit the base rate plus 5
percentage points. If, because
of market forces, interest

rates move beyond these
limits, the Board of
Management may only
undertake such operations
that reduce the gap between
market rates and these limits.
At the same time, the
new powers are extended
to include rates of interest
longer than 6 months
whereas previously they
only concerned rates of
interest up to 6 months.

[l I—

Interest rate policy. With
effect from January 1, 1988,
the Bank of Finland
commences to calculate
and publish 3-and 5-year
long-term market rates on

a monthly basis. Banks may
use these rates as reference
rates in their lending (incl.
housing loans). The long-
term reference rates are
based on market rates for
taxable, fixed-rate bonds.
Like HELIBOR rates, they
are calculated on the basis
of the offered rates quoted
by the five largest banks.
Housing loans. With effect
from the beginning of 1988,
banks may, in addition to
the base rate, use the 3- and
5-year market rates calcu-
lated and published by the
Bank of Finland as reference
rates for their new long-
term housing loans.

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 4.9 per cent to 5.3

per cent of the cash reserve
base in January.

Special financing
arrangements. The Bank
of Finland decides to amend
the terms applied to the



financing of domestic
suppliers' deliveries (KTR
credits) as from the beginning
of 1988. According to the
new terms, the rate of interest
on KTR credits is 2, per-
centage points over the

Bank of Finland'’s base rate
while the Bank of Finland's
share in the financing of

the purchase price of a
delivery is 30 per cent.

The Bank of Finland
decides to abolish the
financing arrangements
for new-export credits and
for short-term export credits
with effect from the beginning
of 1989. The present terms
are to be applied to these
financing arrangements
in 1988.

FEBRUARY

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 5.3 per centto 5.7

per cent of the cash reserve
base in February.

MARCH

Refinancing of crop failure
loans. With effect from March
1, 1988, the Bank of Finland
starts granting deposit banks
one-year loans for refinancing
their crop failure loans. The
rate of interest on the
refinancing loans, which

is tied to the base rate, is

8 per cent. These loans

can be granted up to 80

per cent of the total amount
of the crop failure loans
granted by each bank.

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 5.7 per centto0 5.9

per cent of the cash reserve
base in March.

APRIL '

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 5.9 per centto 6.5

per cent of the cash reserve
base in April.

MAY

Interest rate policy. The
Bank of Finland raises its
base rate from 7.0 per cent
to 8.0 per cent as from

May 16, 1988.

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 6.5 per centto 7.0

per cent of the cash reserve
base in May.

AUGUST

Foreign Exchange
Regulations. The Bank

of Finland relaxes the foreign
exchange regulations
concerning foreign
investments as from August 1,
1988. Private individuals
and companies may acquire
publicly quoted foreign
securities up to the total
value of FIM 300000 as
against FIM 50 000
previously. The upper limit
for investment in dwellings
and real estate will be raised
from FIM 600 000 to FIM

1 million. Direct investments
by non-financial companies
no longer require prior
authorization.

Till-money credits. The
Bank of Finland introduces
new regulations concerning
till-money credits according
to which the banks are
henceforth required to fund
part of their till-money
holdings, the base amount,
themselves. Interest-free
till-money credits are
equivalent to the banks’
markka till-money holdings
less the base amount. The
base amount is defined

on the basis of the currency
held by the public. This
amount is divided among
the banks entitled to till-
money credit in proportion
to their deposit and savings
accounts. As a result of

the measure, the bank's
liquidity position vis-a-vis
the central bank is tightened
by about FIM 1 billion.



FINLAND IN BRIEF

Finland covers an area of more than
338 000 square kilometres (1986). 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 the Soviet Union in
the east and has a coastline bordered
by the Baltic Sea in the south and west.
Agricultural 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 summers and
cold winters. Helsinki on the south
coast has an average maximum
temperature of 220 C (729 F) in July and
-4° C (250 F) in February.

Finland has a population of
4926000 (Dec. 31, 1986) and an
average population density of 16 per
square kilometre. The largest towns are
Helsinki (Helsingfors), the capital, with
488000 inhabitants, Tampere (Tam-
merfors) 170000 and Turku (Abo)
161 000.

There are two official languages:
93.6 % of the population speaks Fin-
nish as its mother tongue and 6.1 %
Swedish. There is a small Lapp popu-
lation in the north. Finnish is a member
of the small Anno-Ugrian group of
languages, which also includes Esto-
nian 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
December 6, 1817 Finland declared
her independence. The republican
constitution adopted in 1919 remains
essentially unchanged today.

The legislative power of the country
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 current
term, March 1, 1988 to March 1, 1994,
is Dr. Mauno Koivisto.

Parliament, comprising 200
members, is elected by universal suf-
frage for a period of four years. Follow-
ing the parliamentary elections of 1987,
the seats of the various parties in Parlia-
ment are distributed as follows: Social

20 Democratic Party 56; National Coalition

Party 53; Centre Party 40; People's
Democratic League 16; Swedish Peo-
ple’s Party 13; Rural Party 9; Christian
League 5;the Greens 4; and the Demo-
cratic Alternative 4.

Of the 18 ministerial posts in the
present government appointed in May
1987, 8 are held by Social Democrats,
7 by the National Coalition Party, 2 by
the Swedish People's Party and 1 by the
Rural Party. The Prime Minister is Mr.
I;aarri Holkeri of the National Coalition

rty.

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

Fnland pursues a policy of neutral-
ity in foreign affairs, and enjoys friendly
relations with all European countries
and countries elsewhere. Finland’s de-
velopment cooperation programmes
channel assistance via international or-
ganizations and, bilaterally, toa number
of African, Asian and Latin American
countries.

Finland became a member of the
BIS in 1930, the IMF in 1948, the IBRD
in 1948, GATT in 1950, the UNin 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 and the AfDB in 1982.

Having abolished most quantitative
restrictions on foreign trade in 1957,
Finland first took part in European free
trade arrangements under the auspi-
ces 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 agreements for
the removal of trade barriers were con-
cluded with several eastern European
countries as well. Citizens of the five
Nordic countries, Denmark, Finland,
lceland, Norway and Sweden, have
enjoyed a common labour market, a
passport union and reciprocal social
security benefits since the mid-1950s.

THE ECONOMY

Output and employment. The
Fnnish economy is essentially based
on private enterprise, with roughly 85 %
of manufacturing output and 90 % of
banking services produced by private
companies. Of the gross domestic
product of FIM 316 billion in basic

values in 1986, 4 % was generated in
agriculture and fishing, 3 % in forestry,
27 % in industry, 8% in construction,
12% in trade, restaurants and hotels,
8% in finance and insurance, 16 % in
other private services and 17% by
producers of government services. Of
total employment, 11 % was engaged
in primary production, 32 % in industry
and construction and 57 % in services.

In 1986, expenditure on the gross
domestic product in purchasers' values
amounted to FIM 357 billion and was
distributed as follows: net exports 1%
(exports 27 %, imports -26 %), gross
fixed capital formation 23%, private
consumption 54% and government
consumption 21%. Finland’s gross tax
ratio (gross taxes in relation to GDP)
was 37 % and the nettax ratio (net taxes
in relation to GDP) 23 %, which is about
the average for OECD countries.

Average annual (compounded)
growth of real GDP was 4.1% in the
period 1950-60, 5.0% in 1960-70,
34 % in 1970-80, 2.9% in 1980-86
and 3.9 % in 1950-86. Fnland's GDP
per capita in 1986 was USD 14 350;
this put Finland in ninth place among
the 24 member countries of the OECD,
preceded by Switzerland, the United
States, Japan, the Federal Republic of
Germany and the other Nordic coun-
tries.

Foreign trade. Over 80 % of Fin-
land’s trade is carried on with market
economies, the most important among
which are Sweden, the Federal Repub-
lic of Germany, the United Kingdom,
the United States, France and Japan.
Bilateral trade with the Soviet Union,
which is conducted at world market
prices, dominates Finland’s trade with
socialist countries. Finland imports
mainly oil and other energy products
from the Soviet Union, while her exports
consist primarily of manufactured
goods.

In 1987, the share of metal and
engineering products in total merchan-
dise exports was 38 %, the share of
forest industry products 40 % and the
share of other goods 22 %. Raw mate-
rials and intermediate goods (incl.
crude oil) accounted for 57 % of mer-
chandise imports, fuels for 5 %, invest-
ment goods for 17% and consumption
goods for 21 %.

Forest resources. Finland has
fairly abundant forest resources, but
only limited amounts of other raw mate-
rials. The growing stock comprises
1660 million cubic metres, of which
45% is pine, 37 % spruce and 18 %



broad-leaved species, chiefly birch. The
annual growth increment totals 68 million
cubic metres and the total drain calculated
on the basis of commercial felings was 54
million cubic metres in 1987.

Energy. In 1987, gross consump-
tion of primary energy amounted to 28
Mtoe, of which industry accounted for
45 %, heating for 24 %, transportation
for 13 % and other purposes for 18 %.
The sources of primary energy in 1987
were as follows: oil 32%, coal 13%,
nuclear power 16%, hydro-electric
power, peat and other indigenous
sources 30 %, others 9 %. Compared
internationally (1985), Finland's con-
sumption of 5.5 toe per capita was 1.8
times higher than the average in Euro-
pean OECD countries. The self-
sufficiency rate (OECD definition) in
Finland was 42 %, as compared with
62 % in western Europe on average.

FINANCE AND BANKING

Currency. Since 1865 Finland has
had its own monetary system. The cur-
rency unit is the markka (plural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennié (singular: penni). Since
Nov. 1, 1977 the external value of the
markka has been officially expressed in
terms of a trade-weighted currency
index. As from Jan. 1, 1984 only con-
vertible currencies have been included
in the index, which may fluctuate within

. arange of 4.5 percentage points. The
range is defined by fluctuation limits
which are set by the Government at the
proposal of the Bank of Finland. The
present fluctuations limiis are 101.3
and 106.0 (1982 = 100}, where the
lower limit means the highest permis-
sible value for the markka and the
upper limit the lowest permissible
value.

International ents. The
use of the markka in foreign trade and
as a eurocurrency has increased, but
most international payments are effect-
ed in other currencies. Finland adopted
Article VIl status at the International
Monetary Fund in 1979. There are no
restrictions concerning payments for
merchandise or invisibles, and short-
term trade finance may be acquired
whenever exporters and importers see
fit. Exchange controls apply mainly to
financial transactions.

Permission for outward and inward
direct investment is granted liberally
and foreign investors may also buy
shares of listed Fnnish companies;
however, foreign investment in markka-
denominated bonds is normally pro-
hibited at present. Finnish companies
may freely raise foreign credits of at
least five years’ duration for their own
use. Fnnish residents may invest in
foreign securities and real estate up to
specified amounts.

Transactions with the Soviet Union,
the German Democratic Republic and
Bulgaria are carried out on a bilateral
basis and payments are effected
through clearing accounts. The neces-
sary licencing of trade for maintaining
balance in bilateral trade is carried out

by the Export and Import Permits Office;
the scope for suppliers’ credits is also
limited.

The Central Bank. The Bank of
Finland (Suomen Pankki - Fnlands
Bank), founded in 1811, operates un-
der the supervision of the Parliamentary
Supervisory Board, the nine members
of which are entrusted with overall
supetrvision 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 en-
trusted to the Parliamentary Superviso-
ry Board, including the terms of banks'
central bank finance, open market op-
erations, intervention in the foreign ex-
change market, determination of the
external value of the currency within the
fluctuation limits, direct lending and
permits for international capital trans-
actions. The powers vested in the Bank
and its independence of the Govern-
ment make the Bank of Finland one of
the world's stronger central banks. In
practice, the Bank liaises closely with
the Government, so as to coordinate
economic policy. The Bank of Finland
has a head office in Helsinki and 12
branch offices in other towns.

Other banks (Dec. 31, 1987).
Finland has four major groups of dep-
osit banks with a total of more than
3500 offices. There are two big com-
mercial banks with national branch net-
works and eight smalier ones, four of
which are foreign-owned. The com-
mercial banks have a total of 30 foreign
branches, subsidiaries and, associate
banks and 30 representative offices
abroad. There are 230 savings banks
and 369 cooperative banks with their
own exiensive branch networks. The
government-owned Postipankki has 56
branches and also offers basic services
in post offices.

Financial markets. Of the total
stock of FIM 431 billion in outstanding
domestic credit at the end of 1986,
60 % was provided by deposit banks,
4 % by morigage banks, 17 % by insur-
ance companies, 8% by other credit
institutions and 11 % by the state, local
authorities and social security funds.
There are no quantitative restrictions or
interest rate limitations on lending.
Regulation of bank lending rates was
progressively relaxed earlier in the
1980s and finally abolished in 1986.

In the money market, approximately
70 % of the instruments, which totalled
approximately FIM 73 billion at end-
February 1988, were negotiable instru-
ments such as bank certificates of dep-
osit, commercial paper, Treasury notes
and local authority paper. Funds inter-
mediated through bank trust depart-
ments and non-negotiable 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 certificates of de-
posit.

There are 52 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 79
billion {at end-1987). Three foreign
companies are also quoted. Domestic
bonds and debentures in circulation at
end-1987 totalled FIM 85 billion; gov-
ernment bonds made up 35% of the
total. Turnover on the Stock Exchange
in 1987 amounted to FIM 31 billion; the
share of shares and subscription rights
in the total was approximately 85 %.
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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

1987 1988

July 31 Dec. 31 Jume 30 July 13 July 23 July 29

ASSETS
Gold and foreign currency claims 26812 28739 36781 37045 36605 36290
Gold 2081 2128 2128 2128 2128 2128
Special drawing rights 969 899 1132 1034 926 923
IMF reserve tranche 787 793 956 962 968 964
Convertible currencies 20043 23634 30078 29926 29407 29282
Tied currencies 2931 1284 2487 2995 3175 2993
Other foreign claims 4468 4357 4197 4212 4213 4221
Markka subscription to Finland’s IMF quota 2483 2427 2241 224 2241 2241
Term credit 1985 1930 1955 1971 1971 1980
Claims on financlal instiiviions 5183 5147 7773 6777 7400 7957
Call money credits 305 0 1201 143 - 0
Certificates of deposit 89 — — 323 998 1525
Till-money credits 2234 2730 3006 2762 2854 2875
Financing of crop failure loans — — 1222 1222 1222 1222
Bonds 2147 2140 2077 2063 2063 2072
Other claims on financial institutions 409 277 267 263 263 263
Claims on the public sector 954 977 997 997 997 997
Bonds 4 4 0 0 0 0
Total coinage 950 967 996 996 996 996
Other claims on the public sector — 6 — — — —
Claims on corporations 3957 3678 3353 3345 3328 3353
Financing of exports 1014 868 630 629 620 606
Financing of domestic deliveries {KTR) 2692 2568 2451 2414 2406 2402
Bonds: KTR credits — 13 48 80 80 123
Bonds: Other 58 46 39 39 39 39
Other claims on corporations 193 182 185 183 183 183
Other assets 104 592 114 114 110 112
Accrued items — 487 — — - —
Other assets 104 105 114 114 110 112
Total 41478 43489 53214 52490 52652 52931
LIABILITIES
Forelgn currency liabilities 83 135 13 128 124 139
Convertible currencies 52 63 24 25 19 22
Tied currencies 32 72 88 103 105 118
Other foreign llabllities 3295 3226 3051 3056 3061 3058
IMF markka accounts 2483 2427 2242 2242 2242 2242
Allocations of special drawing rights 813 799 810 815 820 817
Notes and coin in circulation 9029 9990 10461 10498 10465 10444
Notes 8198 9117 9564 9595 9558 9536
Coin 831 873 897 903 906 907
Certificates of deposit 5709 4970 7015 5650 5470 4810
Liabilities to financial institutions 10652 11766 17213 17232 17589 18221
Call money deposits 148 757 107 134 490 661
Cash reserve deposits 10435 10941 17040 17040 17040 17487
Capital import deposits — — — — — —
Other liabilities to financial institutions 70 67 67 58 60 73
Liabilities to the public sector 1 901 1237 1245 1246 1246
Cheque accounts 1 1 0 1 1 1
Counter-cyclical fund deposit — 200 900 900 900 900
Counter-cyclical deposits - - 337 345 345 345
Capital import deposits - — — — — —
Other liabilities fo the public sector 0 0 0 0 0 0
Liabilities to corporations 5057 5009 6152 6392 6392 6425
Deposits for investment and ship purchase 4830 4799 5828 6048 6048 6086
Capital import deposits 212 209 322 325 325 329
Other liabilities to corporations 15 2 3 19 19 10
Other liabillties 34 757 37 41 41 42
Accrued items — 733 — — — —
Other liabilities 34 24 37 41 41 42
Valuation account and reserves 1689 1247 2447 2758 2776 3057
SITRA’s copital 400 400 400 400 400 400
Capital accounts 5529 5088 5088 5088 5088 5088
Primary capital 5000 5000 5000 5000 5000 5000
Reserve fund 529 529 88 88 88 88

Profit/loss for the accounting year - —440 - — - —
S2 Total 41478 43489 53214 52490 52652  5293|
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
End of Foreigm secior Public sector
il Gold Special IMF Comveri- Converl Tied Poreign Other Net Claims Liabil- Net
d reserve ible ible curren- oxchange claims, claims Itles labil-
rights franch cios, net reserves, net (7+8) itles
cles, met cies, total tofal {11=10)
(1+2+3+4) {3+6)
1 2 3 q 5 6 7 8 [ ] 10 n 12
1983 1383 226 751 5150 7510 550 8060 —794 7266 2178 3000 822

1984 1732 936 859 15303 18830 —337 18493 —917 17576 1951 4277 2326
1985 2081 931 775 18572 22359 285 22074 —849 21225 1023 4300 3277

1986 2081 983 793 6778 10635 3421 14056 —838 13218 1002 2001 999
1987 2128 899 793 23571 27391 1212 28603 1131 29734 977 901 -76
1987

July 2081 969 787 19991 23828 2899 26727 1173 27900 954 1 —953
Awg. 2081 973 789 19744 23587 2041 25628 1164 26792 963 1 =962
sopt. 2081 970 757 21291 25099 1428 26527 1157 27684 965 0 965
Oct. 2081 964 753 22712 26510 1375 27885 1163 29048 968 0 968
Neov. 2081 961 793 23575 27410 1067 28477 1131 29608 971 1 =970
Dec. 2128 899 793 23571 27391 1212 28603 1131 29734 977 901 -76
1988

Jan. 2128 879 768 24076 27851 2195 30046 1125 31171 979 901 —78
Peb. 2128 1107 792 24059 28086 2257 30343 1123 31466 982 901 —81
March 2128 1015 779 24683 28605 2243 30848 1115 31963 986 901 —85
April 2128 1065 842 26112 30147 3023 33170 1109 34279 989 901 —88
May 2128 1078 814 27806 31826 3269 35095 1119 36214 995 901 —94

Jume 2128 1132 956 30054 34270 2399 36669 1146 37815 997 1237 240
July 2128 923 964 29260 33275 2875 36150 1163 37313 997 1246 249

End of D He fi ol sech Corporate seclor
it Term Call Cash Till-money Other lia- Net Claims Special Net  Notes Owi=
claimson money reserve crediisto bliitiesto claims inthe deposiis caims and stonding
doposit claimson deposiis deposit financal (13+14-15+ formeof andother (19=20) coinin CDsissved
banks deposit of deposit banks instite- 16=17) special  items, circu= by Hhe Bank
banks, net banks tions, net finoucing  neot lation of Finland
13 14 15 16 7 18 19 20 23 22 23
1983 . 5175 5039 942 —1998 3076 4529 1282 3247 6574
1984 . 2802 8696 1563 —1618 —2713 4646 2614 2032 7442
1985 . 4014 10222 1925 —1386 —2897 4525 4113 412 8072
1986 2381 6687 9270 2305 —2240 4343 4581 4757 =176 8668 .
1987 - =757 10941 2730 —2350 —6618 3449 4782 —1333 9990 4970
1987
July 89 157 10435 2234 2486 —5469 3706 4806 —1100 9029 5709
Avg. 258 —717 10335 2439 2486 —5869 3608 4784 1176 9012 4199
Sept. - —223 10853 2385 2446 —~6245 3567 4838 —1271 8952 4883
Oct. — —110 10984 2284 2541 —6269 3601 4790 —1182 9069 6178
Nov. - —1570 11024 2538 —2584 —7472 3561 4772 —1211 9219 5817
Dec. — —757 10941 2730 -2350 —6618 3449 4782 —1333 9990 4970
1988
Jan. - —1295 11085 2424 2364 —7592 3462 4799 —=1337 9406 6085
Feb. - 297 12084 2596 2346 —6845 3429 4799 —1370 9388 7120
March — 598 13211 2521 —3149 —6942 3350 4774 —1424 9720 7285
April - 142 13778 2608 3121 —7907 3327 5161 —1834 9794 8345
May - —720 15363 2976 —3504 —9603 3233 5333 2100 10142 7625
June - 1094 17040 3006 —3499 —944] 3129 5929 2800 10461 7015

July 1525 —661 17487 2875 3484 10264 3131 6203 3072 10443 4810
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2. THE BANK OF FINLAND'S MONEY MARKET OPERATIONS

AND THE FORWARD MARKET
2.1 THE BANK OF FINLAND'S MONEY MARKET OPERATIONS AND
THE CALL MONEY MARKET, mit. rim

Ilurln: Purchases of Sales of Matured Impact on Cadl Y Call Y Total
perio cortificatos corlificates cortificates liquidity crodits deposits nel change
of deposit of deposit of deposit, net (1=2=3) {4+5=6)
1 2 3 4 5 6 7
1983 . . . . 2659 —860 3519
1984 . . . . —~767 1606 —2373
1985 . . . . 201 —1011 1212
1986 . . . . 1599 —1074 2673
1987 1263 23658 —17520 —4875 —6818 626 —12319
1987
July 60 2585 —1595 —930 120 53 —863
Avg. 260 1380 —2835 1715 —224 650 841
Sept. — 2735 —1845 —890 —61 —555 —396
Oct. - 4240 —2900 —1340 29 —84 —1227
Nov. — 3390 —3785 395 6 1466 —1065
Dec. — 2910 —3805 895 -55 —868 1708
1988
Jan. 160 3915 —2640 —-1115 2 540 —1653
Feb. - 3955 —2920 —1035 295 —1297 557
March - 2550 —2385 —165 337 36 136
April — 3600 —2540 —1060 —217 239 —1516
May - 2280 —2820 540 —385 477 -322
Jume 2210 —2820 610 1169 —645 2424

July 1560 - —2205 3765 —1201 554 2010



2.2 FORWARD
EXCHANGE MARKET, mi. fim
Enfof Banks’ forward positions with
p— ::"" “""":':' - el ot of Finland, net m:s.)'
bouglnlwb-nnk-l. '.::l-dbyb-nlu (I-.;)
1 2 3 a 5 6
1983 7541 1227 6314 —1688 —2290 2335
1984 22921 1394 21527 2002 —19962 3566
1985 16982 1733 15249 708 —9005 6951
1986 11446 1319 10127 —2461 —92 7574
1987 21671 1158 20513 —233 —1287 18994
1987
June 18322 771 17551 —163 —287 17102
July 18596 805 17792 867 -712 17946
Avg. 20075 793 19282 630 —987 18926
Sept. 20088 718 19369 1535 —1664 19 241
Oct. 20358 1178 19181 284 —2116 17349
Nov. 20714 1632 19081 85 —1633 17533
Dec. 21671 1158 20513 —233 —1287 18994
1988
Jan. 21189 1051 20138 1145 —612 20671
Fob. 19699 1093 18606 1816 —264 20158
March 19494 1171 18323 3112 —264 21171
April 19397 1542 17855 4052 —648 21259
May 18451 1500 16952 6672 —687 22937
June 18669 1474 17195 4557 —606 21146

2.3 BANKS' CENTRAL BANK POSITION, muL. fim

Average of Colimoney BankCDs Orossdebt Callmomey Holdingsof Cashreserve Grossclaim Net
dal credif holdby to the Bamk doposits CDs isswed deposits on the Bank pesition
observations the Bank  of Finland by the Bank of Finlond {3=7)
of Finland (1+2) of Finland {4+5+6)

1 2 3 4 5 6 7 8
1983 4131 4131 1407 4337 5744 —1613
1984 3176 3176 3215 6324 9539 —6364
1985 5812 . 5812 4527 9578 14105 —8293
1986 7117 120 7237 1256 . 9189 10445 —3208
1987 481 1581 2062 703 4705 10092 15501 —13439
1987
July 145 750 895 1057 5457 10128 16643 —15748
Avg. 435 181 616 181 5589 10431 16202 —15586
Sept. 39 142 181 667 5080 10352 16099 —15918
Oct. 19 — 19 557 5244 10861 16662 —16643
Nov. 36 — 36 679 5897 10985 17561 —17524
Dec. 10 — 10 909 5101 11021 17031 —17021
1988
Jan. 9 [¢] 15 1081 5653 10955 17690 —17675
Fob. 15 - 15 546 7583 11114 19242 —19227
March 68 — 68 496 7116 12123 19735 —19668
April 122 — 122 659 7752 13248 21659 —21537
May 35 - 35 1247 7594 13887 22728 —22693
Jume 47 — 47 1306 7620 15419 24344 —24297
July 373 617 990 411 5883 17083 23377 —22387 S5



3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED
BY THE BANK OF FINLAND, per cent

Average of Inter-bank HELIBOR Bank of Finlend Cash
daily ob- overnight rafes reserve
servations rate M
. 3. s . 12 Coll Call Base ment
moi mon mont mont| n:.-;.y m rate
rate rate
1 2 3 q -] 6 7 8 9
1983 .. . . . . 15.37 14.87 9.00 4.3
1984 .. .. .. .. .. 16.53 16.53 9.50 5.4
1985 .. .. .. .. .. 13.37 13.37 9.04 5.6
1986 11.87 .. .. .. .. 13.43 11.34 7.42 4.8
1987 9.16 9.90 10.02 10.14 10.40 11.71 7.78 7.00 4.8
1987
July 8.81 9.54 9.63 9.77 10.11 11.00 7.50 7.00 4.7
Avg. 9.62 9.48 9.55 9.66 9.88 11.00 7.50 7.00 4.7
Sept. 8.12 9.37 9.48 9.62 9.92 11.00 7.50 7.00 4.9
Oct. 8.09 9.29 9.45 9.63 10.04 11.00 7.50 7.00 4.9
Nov. 8.35 9.30 9.48 9.64 10.01 11.00 7.50 7.00 49
Dec. 8.01 9.15 9.25 9.44 9.79 11.00 7.50 7.00 4.9
1988
Jam. 8.09 9.07 9.21 9.35 9.71 11.00 7.50 7.00 4.9
Feb. 8.20 9.09 9.22 9.35 9.67 11.00 7.50 7.00 53
March 8.62 9.61 9.72 9.84 10.11 11.00 7.50 7.00 5.7
April 8.26 9.35 9.47 9.64 10.03 11.00 7.50 7.00 59
May 8.13 9.26 9.47 9.68 10.10 11.00 7.50 8.00 6.5
June 8.01 8.70 9.06 9.36 9.85 11.00 7.50 8.00 7.0
July 9.05 9.38 9.47 9.64 10.00 11.00 7.50 8.00 7.0
3.2 WEIGHTED EURORATE 3.3 COVERED EURO-
(3 AND 12 CURRENCIES), per cent DOLLAR RATE, percent
1
:l';unlllr 3 currencies 12 currencies? :":-I'qlﬂ;
obser- 1 3 6 12 12 ohsor- 1 3 12
vations _month months months menths lnonlln monllu III.II"II months vations month months mnllu months
1 2 3 4 5 6 7 8 1 2 3 ]
1983 7.0 7.1 7.3 7.6 .. .. .. .. 1983 .. ..
1984 7.5 7.7 8.0 8.2 .. .. .. .. 1984 .. .. .. ..
1985 6.8 6.9 7.0 7.2 .. .. .. .. 1988 129 128 128 1246
1986 5.9 59 5.9 5.8 .. .. .. .. 1986 12.1 11.7 11.5 11.1
1987 54 5.6 57 58 7.9 8.0 8.1 8.2 1987 98 99 2.9 10.1
1987 1987
July 5.3 5.4 5.5 5.7 7.4 7.6 7.8 8.1 July 94 95 9.6 9.9
Avg. 5.4 5.5 5.8 6.0 7.7 8.0 8.2 8.5 Avg. 9.4 94 9.5 9.8
Sept. 5.7 5.8 6.2 6.4 7.9 8.0 8.4 8.6 Sept. 9.2 93 9.5 97
Oct. 5.7 6.4 6.5 6.7 7.8 8.3 8.5 8.7 Oct. 9.2 94 9.5 9.9
Nov. 5.3 5.6 5.6 5.8 7.7 7.9 8.0 8.1 Nov. 92 94 9.5 9.9
Dec. 5.5 5.5 5.5 5.7 7.7 7.8 7.9 8.1 Dec. 9.1 9.1 9.3 9.5
1988 1988
Jan. 4.9 5.1 5.2 5.5 7.2 7.5 7.7 7.9 Jan. 8.8 9.0 9.1 9.5
Feb. 5.0 5.0 5.1 5.3 7.2 7.4 7.5 7.7 Peb. 920 9.1 9.2 9.5
March 5.0 5.0 5.1 5.4 7.3 7.4 7.5 7.7 March 946 9.7 9.7 9.9
April 5.0 5.1 5.2 5.5 7.2 7.3 7.5 7.8 April 93 94 9.6 9.9
May 5.0 5.2 5.5 5.8 7.3 7.5 7.6 7.9 May 92 94 9.6 10.0
June 5.5 5.6 5.8 6.1 7.5 7.6 7.8 8.0 June 8.7 90 9.3 9.8
July 6.2 6.5 6.7 6.8 7.9 8.2 8.3 8.5 July 93 9.4 9.6 9.9

1 DEM 60 per cent, USD 30 per cent, GBP 10 per cent.
2Weighted accordlng to their relative shares in the Bank of Finland currency index.



3.4 RATES OF INTEREST APPLIED BY BANKS, rercent

End Lending Deposhis
of New crediis' Aver=- Sav- 12- 24- Aver- Aver=  Aver-
Fot Goe B e New S Jinbew lw mmh momb o e o
ac-  ofex- lond-  jug cal  coumts  de- do-  ofin- ofin- ofin-
count  change r rate banks and pos- pos- torest  terest
p::::l ordi- its its o= on on
gire dopas- loted lated  de-
credits it oc- de- de- posits
counis posils  pesiis
1 2 3 a4 5 6 7 8 [ 4 10 11 12
1983 .. 10.39  10.18 5.25 8.00 9.25 6.08 13.55 ..
1984 .. .. .. .. 10.67 10.68 5.25 8.00 9.25 6.22 15.43 7.30
1988 11.49 12461 10.34 11.08 1037 10.37 4.75 7.50 8.75 5.91 13.24 6.81
1986 10.89 1245 9.86 10.72 8.82 8.81 2.75 5.75 7.00 4.43 11.84 5.35
1987 10.68 11.95 9.81 10.23 9.12 8.99 2.75 5.75 7.00 4.56 10.13 529
1987
June 9.74 1226 10.11 10.59 8.99 8.91 2.75 5.75 7.00 4.44  10.01 5.24
July 1066 1246 1009 10.77 9.02 8.93 2.75 5.75 7.00 4.49 9.93 5.28
Awg. 9.45 1227 9.97 10.49 9.04 8.94 2.75 5.75 7.00 4.47 9.85 5.26
Sept. 10.57 1214 9.93 1047 9.06 8.95 2.75 5.75 7.00 4.48 9.77 5.29
Oct. 1065 1222 10.03 10.49 9.08 8.97 2.75 5.75 7.00 4.50 9.69 5.34
Nov. 10.58 12,15 10.01 10.54 9.12 9.02 2.75 5.75 7.00 4.50 9.64 5.36
Dec. 10.68 11.95 9.81 10.23 9.12 8.99 2.75 5.75 7.00 4.56 9.61 5.40
1988
Jan. 1027 1221 9.82 1025 9.15 9.03 2.75 5.75 7.00 4.57 9.51 5.38
Feb. 9.5 11.82 10.04 10.24 9.17 9.05 2.75 5.75 7.00 4.55 9.43 5.40
March 987 12,17 1023 10.42 9.20 9.07 2.75 5.75 7.00 4.57 9.49 5.52
aApil  9.17 1209 1027 10.16 9.25 9.12 2.75 5.75 7.00 4.59 9.54 5.56
May 12.3] 12.33 1063 11.01 10.03 9.89 3.75 6.75 8.00 5.39 9.51 6.22
Jume 10.28 1250 10.55 10.78 10.07 9.89 3.75 6.75 8.00 5.37 9.46 6.20
1Average rate of interest for period
3.5 RATES OF INTEREST ON BONDS AND DEBENTURES, rer cent
Poriod S dary market rates Rates at issve
Long-term unregeu- Taxable Taxable Taxfree Taxable Taxfree
krted market rate govern- public Of which: P-blle .publle ruble
3 5 pent issves “Hinancial  fnter-
yeors yoors institu- prises
tions
1 2 3 4 L] 6 7 8 o
1983 13.1 10.3 13.1 10.9
1984 14.0 10.6 13.6 11.1
1985 12.7 10.1 12.7 10.6
1986 11.7 8.3 11.4 8.8
1987 11.2 8.1 10.7 7.9
1987
June 11.2 11.0 11.2 8.2 10.8 7.9
July 11.0 10.7 11.2 8.7 10.8 7.9
Avg. 10.8 10.7 10.8 8.5 10.7 7.9
Sept. 10.9 10.6 11.0 8.2 10.4 8.0
Oct. . 10.9 11.0 10.9 8.1 10.4 7.8
Nov. .. .. 10.5 10.8 10.7 10.8 8.0 10.1 7.6
Dec. 10.3 10.4 10.4 10.5 10.4 10.5 7.8 10.2 7.7
1988
Jan. 10.2 10.3 10.5 10.4 10.2 10.2 7.7 10.5 7.4
Feb. 10.2 10.3 9.9 10.6 10.3 10.8 7.7 10.0 7.5
March 10.4 10.5 10.0 10.4 10.4 10.4 7.8 10.2 74
April 10.4 10.6 10.0 10.4 10.3 10.4 7.6 10.1 7.4
May 10.5 10.6 10.3 10.5 10.5 10.5 7.7 10.1 7.2
June 10.3 10.5 10.3 10.4 10.3 10.5 7.8 10.4 7.2
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4. RATES OF EXCHANGE

4.1 AVERAGE SPOT SELLING RATES, am

Average Noew York Monireal London Dublin Stockkolm Oslo Copen- Frankfurt Amster- Brussols

of dally hagen a.M. dam

“I-ﬂm 1USD 1 CAD 1GBP 1 IEP 1 SEK 1NOK 17 DKK 1 DEM 1 NLG 1 BEC 1 BEL
1 2 3 4 5 6 7 8 9 10 1

1983 5.570 4.524 8.456 6.957 0.7275 0.7644 0.6107 2.1861 1.9566 0.10934 0.10742

1984 6.010 4.645 8.023 6.533 0.7277 0.7384 0.5816 2.1165 1.8772 0.10428 0.10274
1985 6.206 4.554 8.000 6.590 0.7222 0.7231 0.5871 2.1142 1.8745 0.10483 0.10421
1986 5.077 3.659 7.459 6.816 0.7138 0.6882 0.6290 2.3454 2.0789 0.11399 0.11299
1987 4.404 3.325 7.213 6.556 0.6952 0.6547 0.6444 2.4514 2.1755 0.11806 0.11735

1987

July 4.487 3.389 7.236 6.522 0.6981  0.6652 0.6409 2.4309 2.1589 0.11730 0.11688
Avg. 4.505 3.404 7.207 6.503 0.6956 0.6645 0.6334 2.4275 2.1547 0.11695 0.11627
Sept. 4.394 3.344  7.240 6.493 0.6902 0.6624 0.6299 2.4258 2.1552 0.11686 0.11630
Oct. 4.361 3.337 7.249 6.489 0.6872 0.6591 0.6301 2.4196 2.1504 0.11629 0.11576
Nov. 4.138 3.151  7.354 6.551 0.6827 0.6462 0.6382 2.4617 2.1875 0.11772 0.11722
Dec. 4.043 3.096 7.399 6.584 0.6813 0.6352 0.6422 2.4753 2.1998 0.11837 0.11785

1988
Jan. 4.036 3.143  7.288 6.505 0.6775 0.6373 0.6369 2.4456 2.1764 0.11702 0.11669
Fob. 4.120 3.251 7.249 6.473 0.6819 0.6435 0.6355 2.4290 2.1632 0.11622 0.11597

March  4.053 3.247 7.426 6.463 0.6822 0.6410 0.6313 24160 2.1513 0.11557 0.11527
April 4.010 3.251  7.530 6.414 0.6821 0.6470 0.6250 2.3984 2.1379 0.11469 0.11409
May 4.030 3.263 7.541 6.370 0.6837 0.6530 0.6220 2.3811 2.1249 0.11406 0.11338
June 4.163 3.422 7.437 6.382 0.6853 0.6547 0.6255 2.3781 2.1157 0.11375 0.11320

July 4,383 3.634 7.489 6.403 0.6925 0.6548 0.6263 2.3806 2.1111 0.11378 0.11273
Average Zurich Paris Rome Vienna Lishon Reykjavik Madrid Tokyo Moscow Mol- ECU SDR
of daily bourne
?:I:;nl 1 CHF 1 FRE 1ML TATS 1PTE 1 I5K 1888 1JPY 1SUR T1AUD 1XEU 1XDR
12 13 14 15 16 17 18 19 20 21 22 23
1983 2.6570 0.7353 0.00369 0.3111 0.0514 2.2325 0.0391 0.02351 7.491 . .. 5.94325
1984 2.5642 0.6907 0.00344 0.3013 0.0414 0.1939 0.0375 0.02534 7.357 .. .. 6.14739
1985 2.5360 0.6940 0.00327 0.3012 0.0367 0.1520 0.0366 0.02610 7.419 .. .. 6.27879
1986 2.8349 0.7355 0.00343 0.3339 0.0343 0.1259 0.0364 0.03028 7.228 5.94432

1987 2.9563 0.7345 0.00341 0.3488 0.0315 0.1163 0.0358 0.03050 6.965 3..1.06 5.'0.75 5.68010

July 2.9246 0.7316 0.00337 0.3460 0.0314 0.1170 0.0355 0.02989 6.985 3.199 5.045 5.68463
Avg. 2.9321 0.7288 0.00337 0.3455 0.0313 0.1171 0.0360 0.03057 7.020 3.206 5.031 5.70792
Sept. 29284 0.7280 0.00337 0.3450 0.0311 0.1155 0.0364 0.03071 6.953 3.215 5.031 5.66425
Oct. 29163 0.7262 0.00336 0.3441 0.0308 0.1152 0.0369 0.03044 6.928 3.135 5.020 5.63821
Nov. 29957 0.7266 0.00336 0.3501 0.0306 0.1140 0.0367 0.03061 6.838 2.863 5.076 5.57249
Dec. 3.0403 0.7316 0.00338 0.3519 0.0305 0.1135 0.0366 0.03151 6.820 2.891 5.105 5.57906

1988

Jan. 3.0050 0.7259 0.00333 0.3479 0.0301 0.1128 0.0361 0.03170 6.786 2.894 5.048 5.54743
Feb. 2.9625 0.7204 0.00330 0.3461 0.0300 0.1130 0.0361 0.03190 6.832 2.962 5.014 5.57446
March 29243 0.7135 0.00328 0.3441 0.0298 0.1060 0.0362 0.03189 6.786 2.989 5.001 5.54669
Aprit 29001 0.7081 0.00324 0.3416 0.0296 0.1057 0.0363 0.03209 6.767 3.021 4.976 5.52717
May 2.8592 0.7045 0.00322 0.3390 0.0294 0.1006 0.0361 0.03232 6.760 3.158 4.949 5.53394
Jume 2.8577 0.7063 0.00321 0.3384 0.0294 0.0963 0.0361 0.03277 6.856 3.381 4.938 5.59796
July 2.8657 0.7077 0.00323 0.3388 0.0295 0.0977 0.0360 0.03296 7.026 3.523 4.947 5.70985



e
4.2. CURRENCY INDICES, 1982-100

Average Other currency indicos © Y Woights of the Bank of
of daily Bonk of Finland Payments MERM Finland corrency index
ohserva- currency index! currency index As from August 12, 1988
fions index?!
1 2 3 q
1983 104.1 108.3 109.9 usb 7.7
1984 102.8 108.5 111.6 GBP 13.4
1985 102.5 109.4 112.5 SEK 20.6
1986 103.9 106.3 110.4 NOK 4.9
1987 103.3 100.7 106.1 DKK 5.0
DEM 19.9
1987 NLG 4.9
July 103.3 100.8 106.3 BEC 3.2
Avg. 103.2 100.8 106.7 CHF 2.7
Sept. 102.8 100.0 105.8 FRF 6.8
Oct. 102.5 99.6 105.3 ImL 4.9
Nov. 102.7 98.6 103.9 PY 6.0
Dec. 102.9 100.4 103.7
1988
Jan. 102.2 100.3 103.4
Feb. 102.2 100.6 104.1
March 102.0 100.2 103.4
April 101.8 99.8 103.0
May 101.7 99.7 103.1
June 101.9 100.5 104.5
July 102.7 102.1 106.6

1The base 1982=100 has been applied since January 1,
1984. The figures before that date are based on

the earlier index of 1974=100, but they have been
rebased to the current base.



5. OTHER DOMESTIC FINANCING
5.1 BANK DEPOSITS BY THE PUBLIC, mi. fim

ind of Demand Time Investment Markka Poreign Unregulated Total
period depesits deposits accounts deposits, currency deposits deposits
total deposits {4+5+6)
{1+2+3)
1 2 3 q 5 6 7
1983 14337 93551 . 107888 5101 7700 120688
1984 16975 108118 . 125093 4960 11287 141340
1985 19268 125366 1781 146415 6192 13998 166605
1986 18393 137521 3423 159337 4306 17271 180914
1987* 20377 155115 5243 180735 3923 17892 202550
1987°*
May 19369 145829 4121 169318 4209 20465 193992
June 21564 146857 4289 172710 4430 19175 196315
July 20046 147725 4447 172219 4501 20063 196783
Avg. 21610 149397 4574 175581 4189 20162 199933
Sept. 21090 148720 4777 174586 4259 22539 201384
Oct. 21583 149 465 5000 176048 3794 25321 205163
Neov. 21631 149098 5194 175923 5174 22478 203575
Dec. 20377 155115 5243 180735 3923 17892 202550
1988°*
Jan. 21169 156 355 5419 182943 3646 25188 211777
Fob. 21901 157511 5531 184943 4121 25166 214230
March 21079 158431 5769 185279 5022 28512 218813
April 22028 159921 5850 187799 4870 32965 225634
May 23753 161340 5835 190928 4280 32383 227592

5.2 BANK LENDING TO THE PUBLIC, miL. rm

nd of Cheque Bills of Louns Markka Foreigm Total
period accownt exchange lending, curroncy lending
and postal total crodits {4+5)
giro credits (1+2+3)
1 2 3 q 5 6

1983 4350 7264 97 362 108977 17253 126231
1984 5233 7 644 111280 124157 20363 144520
1985 6313 7471 132668 146451 24704 171155
1986 7542 6354 152335 166231 25016 191246
1987°* 8507 5177 178698 192382 36954 229336
1987*

May 7998 5667 160769 174435 29732 204167
June 8224 5589 163290 177103 30079 207182
July 8262 5465 165436 179 164 30867 210031
Avg. 8392 5499 167896 181787 31538 213324
Sept. 8697 5453 170322 184472 33160 217632
Oct. 8739 5286 172968 186994 35895 222889
Nev. 8974 5174 175284 189431 36635 226066
Dec. 8507 5177 178 698 192382 36954 229336
1988°*

Jan. 8703 4966 182310 195979 38182 234161
Feb. 8908 5070 186023 200000 40372 240372
March 9125 4734 189554 203413 41454 244867
April 9298 4796 192940 207033 42291 249323

S10 May 9300 4756 196938 210994 44727 255720



|
5.3 MONEY SUPPLY AND MONETARY AGGREGATES, mu. fim

End of m Domestic credi? Other
period i Claims on Clafns on Total “‘n'."." M, M,

the central  the public (2+3) {1+4+5)

government

1 2 3 a 5 6 7

1983 —46081 —-3297 152199 148902 —20915 21427 121906
1984 2575 —5483 176694 171211 —26978 24945 141658
1985 6641 —8694 209231 200537 —27244 27 694 166652
1986 —16784 —13884 237514 223630 —27522 27838 179324
1987* —25484 —14993 276302 261309 —35363 30342 200461
1987*
April —17467 —9074 245599 236525 —32276 29029 186783
May —17917 —-8835 249 597 240762 —34297 28547 188548
June —18863 —8281 253240 244960 —34004 30754 192092
July —17724 —9289 255448 246159 —36373 29126 192062
Avg. —21425 —7994 258743 250749 34109 30991 195215
Sept. —23440 —-9092 263257 254165 —36404 30340 194321
Oct. —23445 —9941 268569 258628 —39961 30729 195222
Nov. —23021 —14346 271682 257337 —38052 30757 196264
Dec. —25484 —14993 276302 261309 —35363 30342 200461
1988°
Jan. —25529 —11982 280747 268765 —40870 31049 202367
Feb. —25237 —14640 285050 270410 —40354 31932 204819
March —27061 —14196 290409 276213 42620 31300 206532
April —26376 —14601 294761 280160 —44194 32144 209589

5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, mi. im

End of Forelign debt Domestc debt Total Out- Cash
poriod o Other Public  Other contral  stand-  funds

Lomg- Total Troasury  Total
bonds ferm  (1+42+43) bonds long~ nd: (3+6+7) ':::n':- h:.‘t,.

and promis- form a dobst
deben- sory Habil- bills (4+8)
fures notes ities
1 2 3 4 5 6 7 8 9 10 1

1983 14127 3391 4205 21723 9506 4377 2518 16401 38124 31187 5042
1984 16513 2666 5767 24946 12037 4520 2766 19323 44269 33816 6300
1988 17316 2703 5658 25677 14994 4107 2203 21304 46981 36033 6383
1986 17905 3038 6038 26981 18059 4481 2474 25013 51994 38028 11686
1987 20407 2697 5576 28680 22121 4692 3018 29831 58511 40328 11553

1987

June 19210 2417 6028 27655 19868 4082 2040 25990 53645 39196 6234
July 19204 2415 5942 27561 19971 4387 2146 26504 54065 39565 6795
Avug. 18279 2416 5940 26635 20426 4422 2194 27042 53677 39623 6219
sopt. 18139 2387 5858 26384 20576 4443 2216 27235 53619 39896 6750
Oct. 19136 2418 5758 27312 21328 4494 248) 28303 55615 40199 8084
Nov. 19820 2591 5711 28122 22034 4490 2731 29255 57377 40299 13109
Dec. 20407 2697 5576 28680 22121 4692 3018 29831 58511 40328 11553

1988

Jan. 19750 2645 5465 27860 22663 4678 3328 30669 58529 .. 8842
Fob. 19665 2463 5404 27532 23053 4643 3713 31409 58941 .. 10300
March 19638 2244 5390 27272 23286 4627 4163 32076 59348 .. 11116
Aprl 20395 2225 5361 27981 23778 4713 4133 32624 60605 .. 11243

May 20370 2207 5342 27919 23846 4631 4013 32490 60409 .. 10286
June 21356 2244 5135 28735 23833 487 4035 32739 61474 .. ..

Sl




5.5 DOMESTIC BOND MARKET
A) ISSUES, mu am
Dlll'_Ing By sector By type of loam Total
P 3 (1+2+3+4+5)
Corporate  Financlal Contral Local Others Publicissues Private =
sector institutions g [ —_'.! able Taxfree placings (6+7+8)
1 2 3 4 5 6 7 8 L 4
1983 2035 5602 3890 77 10 1151 3882 6581 11614
1984 2528 6167 5073 112 32 1947 5336 6629 13912
1985 4804 9112 5994 435 28 8070 6394 5909 20373
1986 4976 10639 6532 422 105 5987 7487 9200 22674
1987 4527 9415 8119 206 69 9364 8830 4142 22335
1987
June 205 63 209 55 — 210 209 113 531
July 147 153 116 — — 228 116 72 416
Aug. 440 205 941 59 — 674 941 30 1644
Sept. 685 1769 331 — — 1260 1070 455 2786
Oct. 851 1174 1083 4 — 2024 974 114 3112
Nov. 336 1005 841 — 11 1289 450 454 2193
Dec. 347 757 101 — 18 714 101 408 1222
1988
Jan. 251 5 1370 — — 108 1370 148 1626
Feb. 260 968 631 63 — 874 806 241 1922
March 203 1254 841 — 11 719 1376 215 2310
April 112 85 1487 — — 540 55 1089 1684
May 64 783 792 — — 829 792 18 1639
June 113 832 40 13 — 756 40 202 998
B) STOCK, miL. i
!ndJ ofJ By secfor By type of loan Total
P {1+2+3+4+5)
Corporate  Finemclal Central Local Others __ Publicissues Private =

seclor institutions govermment govermment placings (6+';+8)

Taxable Taxfree

1 2 3 4 5 6 7 8 9

1983 5027 15039 11869 152 11 1954 12057 18087 32098
1984 6766 19960 14904 247 43 3531 15148 23242 41920
1985 10482 26173 18575 661 56 10967 19002 25977 55947
1986 14076 31902 22090 1042 177 16432 23314 29541 69287
1987 17525 36700 26518 1200 232 24778 28223 29175 82175
1987

1 15287 32243 23087 1100 198 18109 24365 29441 71915
n 15558 33079 23623 1168 213 19178 25906 28556 73641
m 16353 33703 24707 1218 213 20674 26782 28739 76194
v 17525 36700 26518 1200 232 24778 28223 29175 82175
1988

1 18005 38323 27626 1251 243 26339 29606 29503 85448

S12



5.6 HELSINKI STOCK EXCHANGE

::m Turmover, mill. FIM Unitas .""‘n‘.x.:"i';‘,', ~100
Shares and Bonds and Total Banks Industry Overall
subseription debentures {1+2) index
rights
1 2 3 q 5 6

1983 1390 2356 3746 190 144 194
1984 2508 5007 7515 259 193 273
1985 3114 9046 12160 229 184 234
1986 9488 6479 15968 350 254 357
1987 26641 4604 31245 546 319 603
1987

June 1798 358 2156 538 296 604
July 2647 152 2799 593 317 666
Avwg. 2809 193 3002 615 335 689
Sept. 2962 172 3133 635 351 707
Oct. 4099 140 4239 643 379 708
Nov. 2275 251 2525 578 360 631
Dec. 1701 1241 2942 558 328 611
1988

Jan. 994 75 1069 547 318 600
Fob. 1485 248 1733 572 340 625
March 2726 418 3144 600 347 658
April 2527 357 2884 645 373 707
May 2618 416 3034 672 386 738
June 4134 917 5050 720 429 784

1 Average of daily observations
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS
6.1 CURRENT ACCOUNT, muL. rm

During Exporis Trams- Travel Other Services Exporis | = Tr - Imporis Trams- Travel Other
poriod of port recelpts urv!us receipts, of ment fors account of port ox= services

goods, P p folal geods imcome and recelpts goeds, ex- pendi- ex-
f.o.b. (2+3+4) and other (6+7+8) c.i.f. pendi- tuwe pondi-
services Income ture fure
{1+5)
1 2 3 q 5 6 7 8 9 10 1 12 13

1983 67960 5765 2851 6159 14775 82735 3067 3310 89112 70731 2565 3599 4467
1984 78961 6580 3039 5610 15229 94190 4537 3624 102351 73496 2572 4250 5819
1988 82475 6216 3258 6224 15698 98173 5847 3791 107811 80764 2545 5031 6554
1986 81066 5757 3195 5616 14568 95634 4510 3609 103752 76736 2160 5587 5415
1987* 83606 5819 3729 6054 15601 99208 5075 2899 107182 81941 2345 6821 6578

1985

v 20347 1542 693 1770 4004 24351 1391 959 26702 21610 727 1172 1962

1986

1 19711 1390 564 960 2914 22625 1152 887 24665 20598 439 1163 1256

n 17774 1440 780 1146 3366 21140 1209 902 23251 15507 561 1425 1306

m 20928 1533 1126 1191 3850 24778 907 894 26579 20637 572 1631 1298

w 22652 1394 724 2319 4439 27091 1241 926 29258 19995 588 1367 1555

1987°*

1 20035 1322 666 1288 3275 23311 1130 794 25234 19550 498 1477 1479

n 21300 1491 934 1435 3859 25159 1175 715 27049 20528 601 1684 1536

m 20847 1573 1333 1541 4446 25293 1115 696 27104 20278 604 1921 14469

w 21424 1433 797 1791 4021 25445 1655 694 27795 21585 642 1739 2094

1988*

1 20720 1385 703 1329 3417 24137 1410 819 26365 19719 705 1636 1583

Duwring Servicesimporis | Trans- Cu Trade Trans- Travel Other ServicosGoods Invest= Trauns- Curront

poriod expendl- of ment fors accoumtaccount port (3—12) sor~ account and ment fers and account
fure, goods expendi- and expen- (1=10) (2—11) vices (20+ servi- Im- others, (24+25
total and ture other diture (4=13) 21+22) cos come, nef +26)

{11+12 services ox=- (15+16 account met (8=17) =
+13) (10+14) pendi=- +17) ({19+23)(7~16) (9=18)
ture

14 5 16 17 18 19 20 21 22 23 24 25 26 27

1983 10631 81361 8875 4094 94331 —2771 3200 —748 1692 4144 1373 —5808 —784 —5219
1984 12641 86137 11298 5010 102445 5465 4008 —1211 —209 2588 8053 —6761 —1385 —93
1985 14130 94893 12134 5300 112327 1711 3671 —1773 —330 1568 3279 —6287 —1509 —4517
1986 13162 89898 11719 5964 107580 4329 3597 —2392 201 1406 5735 -7209 —2355 —3828
1987° 15744 97685 12563 5434 115682 1666 3473 —3092 —524 —143 1523 —7488 —2535 —8500

1985

v 3862 25472 2899 1314 296851263 814 —479 —192 143 —1121 —1508 —355 —2984
1986

1 2858 23456 2950 1466 27871 —886 951 600 —296 55 —831 —1798 —578 —3206
n 3293 18800 3291 1439 23530 2268 879 —645 —161 72 2340 —2082 —538 —280
m 3501 24138 2495 1347 27981 291 962 506 —107 349 640 —1588 —454 —1402
v 3510 23504 2982 1711 28198 2657 806 —641 764 929 3586 —1741 —785 1060
1987*

1 3454 23004 2901 1639 27544 485 824 812 —I191 —178 307 —1771 —846 —2310
n 3822 24349 3624 1182 29156 772 890 —751 -102 38 810 —2450 —468 —2107
m 3994 24272 2660 1196 28128 569 968 —588 72 452 1020 —1545 —500 —1024
w 4475 26059 3378 1416 30853 —160 791 —942 303 —454 —614 —1723 —722 —3059
1988°*

S14 3924 23643 3545 1728 28915 1001 680 —933 —253 —507 494 —2135 —910 —2550



6.2 CAPITAL ACCOUNT, mi fim

Durd Direct Pori- Long-term credits Imports imporis Direct Port- I.on.- Exporis prorll I-on'-
po invest= fello of of invest- folio of
ment in invest- Coniral Asthor- Others Total other long- ment invesi- oxporl other Io-g eqlhl
Finland ment in govern- ized (344 long- fterm abroad ment credits long- ferm
Finland ment banks +3) fterm caplial abroad ferm capital (l—lﬁ)
capltal (1+2+ copital (9+10+
6+7) 11+12)
1 2 3 q ] [ ] 7 8 [ 10 1 12 13 19
1983 88 .. 2554 323 —38 2839 652 3579 1452 —423 676 1705 1874
1984 324 1492 2598 2861 1090 6549 68 8433 2479 . 1682 —1960 2201 6232
1985 392 4264 1556 1489 442 3487 140 8283 2073 78 —1313 948 1786 6497
1986 1627 646 —63 5935 —482 5390 87 7750 3641 489 381 702 4451 3299
1987* 430 —1626 2287 5383 2843 10513 91 9408 3785 1691 181 3104 8761 647
1985
w 179 67 222 77 879 1178 43 1467 349 78 —347 588 668 799
1986
] 86 94 722 1246 62 586 —65 701 357 =15 =24 9 110 591
n 56 710 596 1040 —194 1442 17 2225 925 89 111 118 1243 982
m 273 —206 16 1412 —105 1323 83 1473 1152 279 —110 405 1726 —253
w 1212 48 47 2237 =245 2039 52 3351 1207 136 —141 170 1372 1979
1987"*
1 131 —387 1640 1756 873 4269 79 4092 778 124 265 2486 3653 440
n 199 6 —442 1530 1257 2345 —55 2495 1173 925 —145 55 2008 488
m 17 =271 —1018 974 522 478 12 236 653 637 112 83 14851248
w 83 —974 2107 1123 191 3421 55 2585 1181 5 =51 482 1617 969
1988°
1 32 71 —857 361 3230 2734 89 2926 699 421 [¢] 551 1677 1249
::r.'ll:: b::t. ferm :Iﬁlll- m'h.::l.- .Ibo.n"n- r?:o:v- m— loll'orh.l: nl.'::- bo:.l-':! Ig::.ni'rd Of which:
caplial Hiesand ferm caplial ables and ferm torm capital exd. bamk’'s —————————
Inlporh propay- capital experis prepay- capiial capital account reserve foreign Converl. Tied
of au- memisre{16+17) ofuw- menis (19+20) incl. or- (18=21+ move- ox- Ible reserves
thorized lated to thorized related rorsand 22) menis o reserves
banks experis banks fo omissions (15+23) reserves
imports (26+27)
15 16 7 18 19 20 21 22 23 24 25 26 27
1983 3344 7594 2121 9714 6328 2228 8556 24 1182 —2162 2162 1187 975
1984 6138 16080 944 17024 13994 —2811 11183 —2704 3137 9275 —9275-10142 867
1985 1980 6890 350 7240 1623 1732 3355 2121 1764 3744 —3744 —-3729 —15
1986 =529 6019 =3796 2222 1179 —92 11699 2075 —7402 —7930 7930 11678 —3748
1987* —7853 16252 476 16728 —5739 —183 —5922 939 2358915736 —15736 —17817 2081
1985
v —2185 2563 —1200 1363 15 —63 —49 1703 315 930 —930 969 39
1986
] —2616 =736 1232 496 1649 —15 1634 502 547 3162 3162 3945 —782
n 703 1999 —4636 2636 4813 —15 4798 3496 —3938 —3236 3236 4161 —925
m —1655 3185 1216 4401 5317 =31 5286 326 =559 2213 2213 3455 —1242
v 3039 1571 —1609 —-38 12 =31 —19 —-2339 —2358 681 681 n7 —798
1987*
1 —1870 2656 1065 3720 —4959 118 —5077 —692 8106 6236 —6236 —7020 785
H —1620 7672 70 7741 1924 118 1806 1921 7856 6237 —6237 —5569 —667
m —2272 8339 —404 7935 3376 27 3403 —1623 2909 637 —637 2407 1771
1w —2090 —2415 255 2669 —6081 27 —6054 1333 4717 2627 2627 -2820 193
1988°
] —1301 6495 —240 6255 5638 732 4906 2293 3642 2341 2341 1295 —1046
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, wi. fiu

In:iol‘ Long-term liabilities Long-torm assets Long-
te
porle Direct Porl- Long-term credils Other Total Direct Pori- Lomg- Other Tolal do'b'ln,
invest- folio long- (14+2+ Imvest= folic ferm lomg- {9+10+ metl
n;.ri:: innn-l Central MhI-‘r- Others (a':':;s) torm 6+7) ment invest- oxpo-'rl torm 11+12) (8=13)
Finlai =:I-'n=’::ll"- baeks capital abroad .III.I| crodits capital
1 2 3 q 5 6 7 8 9 10 11 12 13 14
1983 2317 848 21740 2419 33749 57909 444 61518 6166 6612 4051 16829 44689
1984 2905 2013 24928 5960 37227 68116 512 73546 8689 .. 8920 2097 19706 53840
1985 3274 6313 25678 6410 34276 66364 652 76603 10524 78 6539 3053 20194 56409
1986 4892 6959 26292 11992 32044 70330 739 82920 13727 567 5649 3685 23628 59292
1987* 5283 3964 27861 17365 33088 78314 830 88391 16647 2258 5242 6618 30765 57626
19853
v 3274 6313 25678 6410 34276 66364 652 76603 10524 78 6539 3053 20194 56409
1986
1 3351 6407 25126 7546 32986 65659 587 76004 10697 63 6103 3033 19896 56108
n 3414 7117 26548 8708 33159 68417 604 79552 11719 152 6158 3148 21177 58375
mn 3687 6911 26710 10063 32664 69438 687 80723 12601 431 5865 3527 22424 58299
v 4892 6959 26292 11992 32044 70330 739 82920 13727 567 5649 3685 23628 59292
1987*
1 5013 6572 27361 13447 31978 72787 818 85190 14166 691 5660 6105 26622 58568
n 5209 6578 26967 15024 33267 75259 763 87809 15347 1616 5527 6165 28655 59154
L[] 5213 6307 25679 15800 33472 74952 775 87247 15812 2253 5478 6229 29772 57475
wv 5283 3964 27861 17365 33088 78314 830 88391 16647 2258 5242 6618 30765 57626
1988"
1 5308 4035 26637 17594 35883 80114 919 90376 17255 2679 5250 7161 32345 58031
ln::: Shori-torm liabilities Shori-torm assots Short= Debt, Debt of Debt
pe form net sorvice service
Bank of Shori- Trad Total Bankof Shori- Trade - ratio
Finland’s form fia- =ndl.s {15+ 16 Finland’s term as- credits (|9+zo 1;:’ (14+23) m. which:
short- Rties and +17) shorl- setsof and 3+21) 9 monts
torm Ha- of asthor- other lia- term  authoriz- other (18-22)
bilities izedbouks billties od banks assels
15 16 17 18 19 20 21 22 23 24 25 26 27
1983 5705 39443 16181 61328 11842 29263 15915 57020 4308 48997 10875 4914 12.2
1984 4562 55695 17988 78245 22912 43319 12804 79035 —790 53050 11586 44613 11.3
1985 4070 51374 17354 72798 25183 38775 18155 82113 —9314 47095 11287 4808 10.5
1986 3455 56881 13240 73575 16613 50613 18381 85608 —12032 47260 13462 6018 13.0
1987* 3362 73132 15601 92095 31134 44874 16324 92333 —238 57388 14150 6516 13.2
1985
v 4070 51374 17354 72798 25183 38775 18155 82113 —9314 47095 2769 1197 104
1986
1 3659 50424 18671 72754 21647 40424 18037 80109 —7354 48754 3967 2118 16.1
L1} 3499 52647 14162 70308 18470 45237 18213 81921 11612 46763 3307 1176 14.2
m 3565 55602 15410 74577 16168 50554 18131 84854 —10277 48022 2452 834 9.2
w 3455 56881 13240 73575 16613 50613 18381 —12032 85608 47260 3737 1890 12.8
1987*
1 352] 59536 15714 78771 22482 45655 17829 85966 —7195 51373 3200 141 12.7
n 3490 67208 15863 86561 28680 47579 18073 94332 —7771 51383 3994 1496 14.8
m 3607 75547 16500 95654 29291 50955 17836 98081 —2427 55048 2770 1217 10.2
w 3362 73132 15601 92095 31134 44874 16324 92333 —238 57388 4186 2392 151
1988"*
S16 1 3467 79627 15552 98646 33493 50512 15583 99588 —942 57089 3932 1773 149



6.4 FINLAND'S IONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, mu. fiv

nd ot

Long-term liabilities

Long-term assels

Long-

& form
Corporate Financied Ceniral  Local Total Corporate Financial Central Ofther Yotal Habil-

socior insfilu- goverm- govemn- (1+2+3+4) seclor Instile- govern- (6+7+8 ities, net
tions ment ment tions mont +9) (5=10)
1 2 3 q 5 6 7 8 [ ] 10 1
1983 30082 8541 22184 710 61518 12791 2472 1447 119 16829 44689
1984 34012 13366 25440 728 73546 17 624 222 1678 182 19706 53840
1985 35709 13980 26330 585 76603 17102 859 1955 279 20194 56409
1986 35210 20169 27031 509 82920 19209 1591 2309 520 23628 59292
1987* 32456 26734 28691 511 88391 23375 4007 2653 730 30765 57626
1985
v 35709 13980 26330 585 76603 17102 859 1955 279 20194 56409
1986
] 34646 15090 25713 555 76004 16839 765 1970 321 19896 56108
n 35001 16847 27152 551 79552 17906 849 2056 366 21177 58375
m 34231 18554 27397 541 80723 18462 1360 2191 412 22424 58299
w 35210 20169 27031 509 82920 19209 1591 2309 520 23628 59292
1987°*
1 34716 21814 28179 481 85190 19717 3876 2458 572 26622 58568
n 35601 24004 27730 474 87809 21633 3936 2465 621 28655 59154
m 35045 25209 26454 539 87247 22656 3919 2519 677 29772 57475
v 32456 26734 28691 511 88391 23375 4007 2653 730 30765 57626
1988*

1 34218 28096 27557 506 90376 24316 4371 2851 807 32345 58031
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7. FOREIGN TRADE!'
7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT
THE TRADE BALANCE, muL. rim VALUE AND TERMS OF TRADE, 1980-100
Period Volume Unit value Torms of
Durin Exports, Imporis, Balance trade
P.I‘ks f.o.b. c.i.f. (1=2) Exporis Imports Exporis Imports
1 2 3 1 2 3 4 5
1983 69692 71528 —1836 1983 104 98 127 125 101
1984 80904 74682 6222 1984 114 98 134 131 102
1985 84028 81520 2508 1985 115 104 138 135 102
1986 82579 77 601 4978 1986 116 110 135 121 111
1987 85315 82797 2518 1987 118 119 138 119 116
1987 1985
Jume 7444 7090 354 w 117 113 135 133 101
July 6620 6458 162 1986
Avg. 6601 6943 342 13 110 134 129 103
Sept. 8042 7080 962
od. 7804 7317 577 n 104 90 133 122 109
m 116 119 138 120 116
Nov, 6966 7502 =536 128 115 136 121 112
Dec. 7009 6988 21
1987
1988 * 1 114 113 136 120 113
Jan. 6885 6883 2 n 120 120 137 119 115
Fob. 6777 6108 669 m 116 116 140 121 115
March 7542 7004 538 v 119 126 140 119 117
April 7586 7525 6]
May 8687 8285 402 1988*
June 6726 7728 —1002 1 102 92 140 119 17

7.3 FOREIGN TRADE BY MAIN GROUPS, mu. fim

Il:'iln' Exporis by industries, f.0.b. Imporis by use of goods, c.i.f.

Poried T eod  Papor Chomical Metdland  Other Row  Credeoll, Finished goods  Other
industry industry indusiry engineering goods materials fuelsand — — goods
prod: products products indusiry {oxcl. lubricants

products crude oll) goods goods
1 2 3 aq 5 6 7 8 [ 4 10

1983 6944 19327 8524 20211 14686 32209 17554 10860 10572 333

1984 7145 23573 10176 22998 17012 35162 16900 10993 11454 173

1983 6728 25030 9803 24412 18055 38676 17770 11675 12967 432

1986 6947 24600 7858 26115 17059 39292 10070 12898 15069 272
1987 7449 26691 7823 26347 17005 41066 9623 14074 17412 622

1987

June 732 2097 599 2526 1490 3538 915 1151 1327 159
July 526 2271 660 1983 1180 3125 796 1197 1317 23
Avg. 545 2191 669 1849 1347 3292 1137 1012 1471 31
Sept. 666 2496 688 2629 1563 3503 964 1047 1547 19
Oct. 670 2500 624 2493 1607 3634 845 1151 1579 108
Nov. 664 2168 563 2077 1494 3713 720 1436 1622 11
Dec. 569 2059 754 2339 1288 3407 994 1197 1374 16
1988*

Jan, 569 2472 623 2021 1200 3486 780 1270 1340 7
Fob. 544 2309 709 1631 1584 3214 405 960 1490 39
March 630 2749 692 2108 1363 3472 408 1285 1828 11
April 672 2373 639 2652 1250 3710 587 1321 1901 6
May 735 2466 736 3242 1508 4131 720 1464 1959 11

S18  sune 626 2281 599 1892 1328 3715 820 1584 1580 29



7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Region and Exports, f.0.b. Imports, c.i.f.
country 1987 1988" 1987 1988°
Jonuvary-May Janvary-May
MIH. M Pon:::go Mill. Fim ‘:.-l:;l.ll'l:'g. Mil. FIM '."I::.-’. Mill. FIm '.:;I.“l:';n
the corre- the corve-
sponding sponding
poriod on the poriod of the
previous year previous year
1 2 3 4 5 6 7 8
All OECD countries 63184 74.1 28030 8.1 63079 76.2 28250 10.0
OECD Europe 55667 65.2 24758 8.1 52212 63.1 22794 7.3
Of which:
Austria 951 1.1 374 —0.1 1066 1.3 440 1.9
Belgium
and Luxembourg 1526 1.8 801 31.2 2134 2.6 906 1.0
Denmark 3320 3.9 1399 —3.4 2343 2.8 1075 12.8
France 4497 5.3 2171 8.0 3552 4.3 152] —4.9
Federal Republic
of Germany 9335 10.9 4103 10.1 14450 17.5 6250 5.3
Italy 2182 2.6 1055 17.5 3619 4.4 1645 10.9
Netherlands 3060 3.6 1399 2.2 2555 3.1 1217 19.7
Norway 4026 4.7 1393 —18.3 1819 2.2 870 18.8
Spain 1090 1.3 576 29.9 920 1.1 416 13.7
Sweden 12754 14.9 5321 5.4 10702 12.9 4703 8.1
Switzerland 1525 1.8 697 3.4 1665 2.0 654 —0.7
United Kingdom 9734 1.4 4697 20.1 5914 7.1 2417 11.7
Other OECD 7517 8.8 3272 8.8 10867 13.1 5456 23.0
Of which:
Canada 971 1.1 380 -3.0 429 0.5 231 76.5
Japan 1206 1.4 639 33.8 5861 7.1 2847 14.7
United States 4407 5.2 1847 2.9 4335 5.2 2278 32.0
CMEA countries 14620 17.1 6430 1.3 14088 17.0 4831 —-8.0
Of which:
Soviet Union 13175 15.4 5921 13.7 11901 14.4 3971 —11.4
Developing countries 6199 7.3 2601 8.0 4938 6.0 2197 0.2
OPIC countries 1527 1.8 532 —1.4 805 1.0 219 -51.7
Other 4672 5.5 2069 10.7 4133 5.0 1978 13.7
Other countries 1312 1.5 416 ~34.4 692 0.8 527 75.1
TOTAL 85315 100.0 37477 7.9 82797 100.0 35805 7.1
Of which:
EEC countries 35966 42.2 16798 12.4 36788 44.4 16050 7.0
EFTA countries 19396 22.7 7851 —0.1 15356 18.5 6718 7.9

1The trade values and volumes for December 1987 and January 1988 differ from those in the official statistics. For details,
see Notes and Explanations on page S26.
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, miL. fim, 1985 prICES

{seasonally adjusted figures)

Period Consumption * Fixed Chal Domestic Exports Imports GDP
expeonditure investment in demand {6+7=8)
inel. shlldlul (1+2+3+4+5)
Private Public Private Public discrepancy
1 2 3 a4 5 6 7 8 9
1983 171330 63113 69001 10467 —2704 311207 92001 87959 315249
1984 176038 64872 67584 10202 —1327 317369 96993 88857 325505
1985 181 664 68218 69599 10453 3610 333544 98173 94893 336824
1986* 189113 70325 69329 10738 3255 342760 99498 97795 344463
1987* 198837 73087 72388 11344 7315 362971 101181 106569 357583
1985
w 46111 17328 17730 2625 2291 86085 23962 24688 85358
1986*
1 46427 17389 17292 2639 3116 86863 24613 26101 85376
n 47215 17664 16689 3191 —1517 83241 21766 20023 84984
m 47 668 17718 17810 2200 2633 88029 25838 27129 86738
1w 47803 17554 17538 2708 —977 84626 27281 24542 87365
1987*
1 48 664 18005 17622 2766 1256 88313 25092 26220 87185
n 49374 18178 18247 2551 1910 90260 25432 26037 89655
m 49827 18346 17926 3161 2517 91777 25510 27037 90250
w 50972 18558 18593 2866 1633 92621 25148 27276 90494
1988°
1 51292 18564 18969 2760 1658 93242 25445 26733 91954
8.2 VOLIUME OF INDUSTRIAL PRODUCTION, 1985=100 1980 WEIGHTS)
{seasonally adjusted figures)
Industry (SIC):
Period 2=4 2 3 331,341 37,38 4
Total Miningond Manufacturing Wood and Metal --d Other Electricity,
industry quarrying paper eongl f ing gas and
industries Indullrlu weler
{100.0) (1.5) (89.5) (20.5) (28.3) {40.7) (9.0)
1 2 3 q 5 6 7
1983 91.9 92.8 92.5 94.2 87.8 95.5 86.0
1984 96.1 96.3 96.6 101.7 92.5 97.6 91.8
1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1986° 100.8 101.7 100.8 101.8 101.3 99.9 100.1
1987°* 105.0 79.0 105.2 107.9 106.1 103.0 108.0
1987*
May 107.6 74.7 105.8 108.7 106.8 105.9 108.1
June 107.0 52.4 106.4 106.0 105.9 106.0 109.2
July 109.1 74.6 107.7 107.7 106.5 105.7 107.7
Avg. 105.6 81.8 105.7 108.4 108.4 104.9 108.9
Sept. 103.7 77.8 104.6 110.1 108.2 103.7 109.0
Oect. 102.8 69.4 106.0 109.8 107.2 102.8 107.5
Nov. 100.8 72.5 103.6 108.4 107.4 100.5 109.5
Dec. 102.7 67.3 105.5 105.4 108.4 100.1 108.4
1988*
Jan, 107.7 64.7 110.9 114.8 111.6 106.7 94.5
Freb. 107.8 70.4 109.5 112.9 111.2 103.9 102.6
March 105.5 74.0 106.5 110.1 104.5 103.0 105.7
April 108.9 88.9 107.8 114.6 111.5 103.0 110.2
May 109.8 102.5 109.3 109.8 115.5 107.2 103.6



8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 198s-100

{seasonally adjusted figures)

Period Volume of Volume of Veolume of Of which: Imports of Monthly
whelesale retall construction investment ndicator
trade trade of bulldings Residential  Industrial Other goods of GDP
buildings buildings buildings
1 2 3 4 5 6 7 8

1983 97.6 94.4 108.2 107.7 123.0 105.1 100.9 94.2
1984 97.2 96.8 101.8 104.1 112.8 96.2 98.6 96.9
1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1986* 104.7 102.5 94.0 88.4 99.9 99.5 105.2 101.8
1987+ 111.3 107.7 94.6 89.0 101.0 102.6 113.8 106.0
1987*
April 115.1 110.3 105.9
May 110.2 105.6 106.6
June 113.0 110.5 105.9
July 110.7 107.6 106.6
Avug. 111.0 107.2 106.7
Sept. 111.1 109.3 106.6
Oct. 114.5 107.7 106.5
Nov. 113.8 109.7 106.9
Dec. 111.0 110.6 107.4
1 108.4 104.8 90.9 88.6 95.6 93.3 112.4 104.2
n 112.7 108.8 98.9 94.5 103.1 105.1 121.6 106.2
m 110.9 108.0 96.2 86.4 105.8 106.0 100.2 106.6
1\ 4 113.1 109.3 96.4 86.6 99.5 105.8 121.3 106.9
1988*
Jan. 115.8 113.4 107.8
Feb. 113.7 110.7 108.3
March 110.7 115.5 108.1
April 120.1 108.2 108.2
] 113.4 113.2 104.6 92.0 121.4 112.5 112.3 108.1
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8.4 WAGES AND PRICES, 1985-100

Poriod .:-dox Con- :;.lc ’"‘“rl c= Build-
wa By seciors sumer co By origin erprice By marketing
II‘.. y ;lu index # imdex v area —
salary Private Contval Local Non- dex for Dowmes-Imports for ——— index
eam= Total Of which:g 9 profit domestic f#ic od manv- Export- Home
ings Manufac- ment ment  inst- supply goods goods facturing od men
turing tutions goods ket
(sic3)
1 2 3 4 5 [ 7 8 [ 4 10 n 12 13 14

1983 843 840 852 864 840 858 888 904 898 927 908 915 90.5 89.2
1984 922 920 929 926 928 921 951 953 948 97.1 96.0 981 951 946
1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1986" 107.0 106.7 106.2 106.9 108.1 107.0 1029 970 98.6 91.0 965 967 964 1043
1987" 114.6 1145 1134 1159 114.0 1162 1072 979 1002 893 973 981 96.8 109.1

1987

June .. .. .. . .. .. 1073 977 1000 892 969 978 964 109.1
July .. . .. .. .. .. 1072 982 1004 903 974 982 97.0 109.4
Avg. .. .. .. . .. .. 1075 982 1005 899 974 982 97.0 109.6
Sept. .. .. .. .. .. .. 108.1 984 1008 894 979 98.7 975 109.9
Oct. . .. .. .. . .. 1083 987 101.3 892 982 99.0 978 1100
Nov. .. .. .. .. . .. 108.1 98.7 101.6 883 984 994 979 1108
Dec. .. .. .. .. .. .. 1084 989 1020 877 986 99.2 983 1109
n 1153 1151 1143 117.1 1146 117.4 1070 975 998 89.2 968 977 963 108.9
m 1150 1147 113.7 1171 1147 117.5 1076 983 1006 89.9 976 984 97.2 109.7
v 116.6 1168 1152 117.3 1150 1178 108.3 988 101.6 884 984 992 98.0 110.6
1988’

Jan. .. .. .. . .. .. 1097 993 1024 878 99.1 99.9 988 111.8
Feb. .. . .. . .. .. 1100 996 1027 879 995 100.1 992 111.9
March .. .. .. .. .. .. 1106 99.7 103.0 87.5 100.0 101.1 99.4 1123
Aprl .. . .. .. .. .. 1114 999 103.1 883 100.1 101.5 99.4 1150
May .. .. .. .. .. .. 1123 100.9 1041 89.3 1008 1026 100.0 116.2
June .. . .. .. . .. 1129 101.3 1047 89%.1 101.1 103.1 100.2 116.6

1 119.0 1185 1175 123.0 117.8 123.2 110.1 995 1027 87.7 99.5 1004 9%9.1 1120
n .. .. .. .. .. .. 1122 100.7 1040 88.9 100.7 1024 99.9 1159

1Preliminary figures for columns 1—6.
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85 LABOUR, EMPLOYMENT AND UNEMPLOYMENT {seasonally adjusted figures)

Poriod Labour Labour Total Unem- Umem-
force force oemploy- By indusirial stalus By indusiry ployed ployment
portici- ment rate
pation {4+3) Solf- Wage Agri- Industry Com= Service
rafe = employed and culture strucHon indus-
among (6+7+8+9) salary ond tries
15=-74 esarners forestry
year olds
% 1000 persons %
1 2 3 4 5 6 7 8 9 10 L b
1983 68.7 2527 2390 386 2004 303 606 183 1298 138 5.5
1984 68.8 2546 2414 378 2035 294 600 183 1337 133 5.2
1985 69.2 2567 2437 361 2076 280 597 178 1380 130 5.0
1986 69.1 2568 2431 359 2071 266 589 185 1391 138 5.4
1987 68.6 2554 2423 372 2051 251 569 184 1419 130 5.1
1987
May 68.4 2543 2410 360 2050 243 561 181 1424 133 52
June 68.4 2544 2418 370 2048 250 567 189 1412 126 5.0
July 68.5 2548 2422 370 2052 245 585 182 1410 126 4.9
Avg. 69.1 2569 244] 366 2075 247 571 183 1440 128 5.0
Sept. 68.5 2548 2420 365 2055 240 573 176 1430 129 5.1
Oct. 68.5 2551 2422 378 2045 254 575 184 1408 128 5.0
Nov. 68.4 2548 2418 382 2035 251 557 180 1430 130 5.1
Dec. 68.3 2545 2414 382 2032 249 557 182 1425 131 5.1
1988
Jan. 68.7 2559 2439 388 2051 252 578 195 1414 120 4.7
Feb. 68.3 2544 2431 374 2057 255 546 172 1458 113 4.5
March 68.6 2550 2430 371 2059 239 558 180 1453 121 4.7
April 68.3 2541 2430 367 2063 243 551 198 1438 111 4.4
May 68.1 2533 2403 362 2041 243 538 171 1452 130 5.1
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, miLL. fim, casH riow Basis

Du:ln! Revenve Expenditure
i Direct Indirect Other Other Revenve Redemp- Reov- Bor- Total Con= Troms-
taxes faxes faxes revenue before tions onwe ving p=- fors Of which:
and financial ofloans before (7+8) tiom eod —m7—
similar frans- gramied bor- subsidies Local Other
revemve aclions by the rowing govern= do-=
(142+3+4) state (5+6) ment mestic
sectors
3 2 3 q 5 6 7 8 9 10 1 12 13

1983 19565 36183 531 8284 64563 1854 66416 11378 77794 20984 39411 15717 22817
1984 22526 42737 598 9711 75572 1894 77466 10752 88218 22155 44333 18444 24836
1985 25750 47578 546 10415 84290 2071 86361 11189 97550 24835 49269 21183 26866
1986 28079 51733 323 11640 91774 2209 93983 14744 108727 26354 52845 2321528131
1987 29454 57312 455 12437 99658 2482 102139 17484 119623 29419 59498 26456 30964

1987

March 2671 4132 17 1172 7993 79 8072 2530 10601 2268 4555 2196 2141
Aprdl 2957 4632 15 1289 8893 59 8952 335 9288 2313 5172 2464 2476
May 2450 3390 84 1014 6938 372 7310 2482 9792 2440 5763 2131 3441
June 2561 5243 28 1092 8925 191 2115 455 9570 2468 4636 2630 1910
July 2941 5335 49 603 8929 95 9023 619 9642 2923 4775 2148 2434
Avg. 2935 4880 37 1098 8949 343 9292 1143 10435 2331 4892 2138 2618
Sept. 2461 4237 40 968 7706 144 7850 619 8470 2424 4341 2131 2102
Oct. 2480 4360 38 1.025 7904 119 8023 2295 10318 2505 4713 2227 2296

Nov. 2545 5465 29 1024 9062 266 9329 2397 11726 2366 5746 2336 3306
Dec. 1995 7294 65 1454 10809 680 11488 1496 12984 2731 5271 2239 2720

1988
Jan. 2495 3188 12 958 6654 21 6674 1680 8354 2367 5489 2221 3140
Feb. 2203 6490 38 837 9568 53 9622 1017 10639 2449 6390 2304 3948
March 3181 4470 49 998 8698 96 8794 1291 10085 2520 5301 2325 2552
During Ixpenditure Finemcial balance
Poriod eed  Other Expond- Londing Expond- Mo Yoral Rev- Net  GOross  Cash
invest= expendi- fure and ture demp- expendl- onwe bor- bor- sur=
ment fure before other before Honsof fure, sr= rowing rowing plus
finan- finon- redemp- siate (18+19) plus require- require- (9-20)
dal tions debt {3=16) mont ment
trans-  invest- of state (7-18) (7=20)
actions ment debt
(10+114+ (16+17)
14+15)
14 15 16 17 18 19 20 21 22 23 24
1983 5454 4095 69944 4999 74943 3939 78881 —5381 —8527 —12465 —1088
1984 5455 4220 76162 4717 80878 5552 86430 —590 3412 —-8964 1788
1985 5700 4936 84739 4982 89722 7682 97 404 —449 3361 —11043 145
1986 6111 5058 90368 4913 95281 10541 105822 1406 —1298 —11839 2905
1987 7089 4732 100738 5672 106410 9880 116289 —1080 —4270 —14150 3334
1987
March 597 697 8118 492 8610 1886 10497 —125 —539 —2425 104
April 526 684 8695 404 2098 871 9969 199 —146 —-1017 —682
May 534 678 9416 469 9885 820 10705 —2478 —2575 —-3395 —913
June 640 255 7999 561 8560 1314 9874 925 555 —759 —304
July 643 284 8625 752 9377 190 9566 304 —353 —543 76
Aug. 542 294 8059 479 8539 1410 9949 890 753 —657 487
Sept. 648 137 7551 552 8102 320 8423 156 —252 -572 47
Oct. 644 321 8184 446 8629 620 9249 —280 ~606 1226 1069
Nov. 550 199 8861 407 9267 252 9519 202 62 —190 2207
Dec. 878 =6 8874 483 9357 109 9466 1935 2131 2022 3528
1988
Jom. 502 764 9122 372 9494 1279 10773 —2468 —2819 —4098 —2418
Feob. 535 324 9699 397 10096 512 10608 —130 —474 —986 31
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.
NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

GENERAL

Source

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

Symbols used
* Preliminary
r Revised

0 Less than half the final digit shown
Logically impossible
Data not available

— Nil

S Affected by strike

— Break in series

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

Table 1.2 Domestic financial sec-
tor. Term claim on deposit banks (Col-
umn 13) = term credits (from De-
cember 1986 to July 1987) + bank
certificates of deposit held by the Bank
of Finland (since March 1987). Other
liabilities to financial institutions, net
(Column 17) = capital import deposits +
other liabilities to financial institutions -
bonds and debentures - other claims
on financial institutions. Corporate sec-
tor. Claims in the form of special financ-
ing (Column 19) = export bills + new-
export credits + financing of domestic
deliveries. Special deposits, net {Col-
umn 20) = deposits for investment and
ship purchase + capital import deposits
+ export deposits + other liabilities to
corporations - bonds - other claims on
corporations.

2 THE BANK OF FINLAND’S
MONEY MARKET OPERATIONS
AND THE FORWARD EXCHANGE
MARKET

Table 2.1 Matured certificates of
deposit, net {Column 3) = matured bank
certificates of deposit held by the Bank
of Finland - matured certificates of
deposit issued by the Bank of Finland.

Table 2.3 Bank CDs heid by the
Bank of Fnland {Column 2) include
term credits from December 1986 to
July 1987. Holdings of CDs issued by
the Bank of Finland (Column 5) include
term liabilities from February to July
1987.

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 certifi-
cates of deposit quoted daily at 1 p.m.
by the five largest banks.

Table 3.2 The rates shown are
based on the lending rates quoted for
the respective currencies in the
Euromarket.

Table 3.3 The covered Eurodollar
rate is a computed rate of interest for
the markka obtained by adding the
difference between the forward selling
rate and the spot selling rate for the U.S.
dollar expressed as an annual rate of
interest to the Eurodeposit rate for the
dollar. The rates shown are based on
daily quotations at noon by two banks.

Table 3.4 [ending. New credits
{Columns 1-4): the rates of interest on
new credits drawn during the month
are average monthly rates weighted by
loan amounts, whereas annual rates
are averages of monthly observations.
Deposits. The rates of interest applied
to deposit accounts {Columns 6-8) are
the rates of interest applied to standard
tax-exempt deposit accounts as
agreed upon between banks. The aver-
age rate of interest on the stock of
regulated deposits (Column 9) is the
average rate of interest weighted by the
deposit amounts at the end of period,
where the stock of deposits comprises
cheque accounts, postal giro accounts,
deposit accounts with a cheque facility,
savings and ordinary deposit accounts,
other time deposit accounts and tax-
able investment accounts. The average
rate of interest on unregulated deposits
{Column 10) is the average rate of
interest weighted by the amounts in the
period. Unregulated deposits include,
inter alia, sales of certificates of deposit,
promissory notes and bonds as well as
corporate deposits at market rates.

Table 3.5 Secondary market
rates. The long-term unregulated
market rate (Columns 1 and 2) is calcu-
lated by the Bank of Finland as the
monthly average of the offered rates for
taxable, fixed-rate bonds quoted by the
five largest banks. The rate of interest
for taxable government bonds (Column
3) is the effective annual yield, calculat-
ed as the arithmetic mean, on fixed-rate

" government bonds with a remaining

maturity of between 4 and 5 years. The
rate of interest for taxable public issues

{Column 4) is the effective annual yield,
calculated as the arithmetic mean, on
fixed-rate ordinary bonds, debentures
or 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 3
and 6 years. Financial institutions (Col-
umn 5): as in Column 4 for issues by
financial institutions incl. banks. Enter-
prises (Column 6): as in Column 4 for
issues by enterprises. The rate of inter-
est for taxfree public issues (Column 7)
is the yield on fixed-rate public bonds
with a remaining maturity of between 4
and 5 years. The Bank of Finland calcu-
lates the yields for columns 3-7 once a
week on the basis of the trading quota-
tions of the Helsinki Stock Exchange.
Monthly observations are the averages
of weekly observations and annual ob-
servations the averages of monthly ob-
servations. Rates at issue on bonds and
debentures (Columns 8 and 9) are the
average rates of interest weighted by
issue amounts - in the case of govern-
ment bonds by sales amounts - on
ordinary bonds, debentures and other
bonds (excl. zero coupon loans, bonds
with equity warrants and convertible
debentures) issued during the period.

Table 4.2 The weights of the Bank
of Finland currency index (Column 1)
are moving averages of the shares of
countries in Finland's merchandise ex-
port and import trade. The index com-
prises 12 convertible currencies. The
index values are based on the Bank of
Finland's daily quotations at noon. The
weights of the payments currency in-
dex (Column 2) are moving averages of
the shares of payments currencies in
Finland's trade. The index comprises
12 convertible currencies. The weights
of the MERM index {Column 3) are fixed
1977 weights computed on the basis of
the IMF's world trade model. Fourteen
currencies are included in this index.

Table 5.1 Source: The Central
Statistical Office of Finland. The public
comprises households and non-profit
institutions, enterprises (excl. financial
institutions) and local government. Do-
mestic foreign-currency deposits are
included in the figures. Time deposits
{Column 2) consist of tax-exempt time
deposits held by the public. Investment
accounts {Column 3) are taxable time
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deposits held by the public. For the defini-
tion of unregulated deposits (Column 6),
see the explanation under Table 3.4. Since
the beginning of 1987, the figures for
banks' holdings of certificates of deposit
issued by other banks have been netted
out. Netfing out is done by the Bank of
Fnland.

Table 5.2 Source: The Central
Statistical Office of Finland. The public
comprises households and non-profit
institutions, enterprises {excl. financial
institutions) and local government. For-
eign currency credits (Column 5) are
mainly granted by commercial banks
and Postipankki.

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland's foreign
claims + banks' foreign claims (incl.
claims on banks' foreign branches) -
the Bank of Finland’s foreign liabilities -
banks' foreign liabilities {incl. liabilities
to banks' foreign branches). Domestic
credit. Claims on the central govern-
ment, net (Column 2) = the Bank of
Finland’s claims on the central govern-
ment + banks' claims on the central
government - the central government's
deposits with the Bank of Finland and
Postipankki - loans intermediated by
banks from state funds. Claims on the
public (incl. local government), (Col-
umn 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. gov-
ernment bonds and bank debentures),
claims on other financial institutions,
shares held by banks). Other items, net
(Column 5) = capital accounts and
other items of the Bank of Finland +
capital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CD's held by the public and other
unregulated wholesale deposits). M,
(Column 6) = notes and coin in circula-
tion - till money held by banks +
cheque and postal giro account de-
posits held by the public. M, (Column 7)
= M, + quasi-money (time deposits
held by the public, incl. deposits with
the Bank of Finland).

Table 5.4 Source: State Treasury
Office. Foreign debt. Other bonds and
debentures (Column 2) are so-called
private placings. Long-term promissory
notes (Column 3) are bank loans. Out-
standing lending (Column 10} com-
prises the stock of central loans grant-
ed from the central government budget
and from extra-budgetary funds. Cash
funds (Column 11) comprise the cash
funds held in central government ac-
counting 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 budgeted in previous years
{for details, see the article "State Bor-
rowing and Cash Management” by
Pekka Laajanen and Pekka Saarinen in
the August 1987 issue of the Bulletin).

S26 Transterable allocations amounted to

FIM 7.7 billion at the end of 1986.

Table 5.6 7urnover. Source: The
Helsinki Stock Exchange. Share prices.
Source: Union Bank of Finland Ltd.

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.

Table 6.2 Columns 1-8: Net
change in long-term liabilities. Col-
umns 9-13: Net change in long-term
assets. Portfolio investment in Finland
(Column 2} and abroad (Column 10}
Secondary market transactions in se-
curities and share issues. Long-term
credits {Columns 3-6): Financial ioans,
import credits and leasing credits. Oth-
ers (Column 5): Long-term credits of
enterprises, financial institutions other
than authorized banks and local gov-
ernment. Imports of other long-term
capital {Column 7): Finland's subscrip-
tions to international financial institu-
tions paid in the form of promissory
notes. Exports of other long-term capi-
tal {Column 12) =financial loans abroad
+ development credits + purchases of
real estate and other acquisitions by
private persons + Finland's subscrip-
tions to international financial
institutions.

Table 6.3 Net foreign debt (Col-
umns 1-24) at the end of a period is
classified in the same way as the cor-
responding 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 ex-
change rates. Debt service payments
{Column 25): the total of net payments
of interest, dividends and remunera-
tions relating to long- and short-term
foreign liabilities and assets plus net
repayments relating to long-term for-
eign liabilities and assets. Repayments
do not include early repayments of
loans, repatriations of equity capital
included under direct investment, re-
purchases of shares included under
portfolio investment {since 1986), re-
payments of the Bank of Finland's re-
serve tranche and oil facility credits, or
repayments of rouble-denominated
assets included under loan assets. The
debt-service ratio (Column 27) = ser-
vice charges on net foreign debt as a
percentage of current account
earnings.

Table 6.4 Al direct investments
have been placed under the corporate
sector {Columns 1 and 6). Other (Col-
umn 9) consists mainly of long-term
assets of private persons.

The sectoral figures for short-term
foreign liabilities and assets corre-
spond to the figures shown in Columns
15-23 of Table 6.3.

7 FOREIGN TRADE

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

On January 1, 1988, the new inter-
national harmonized commodity de-
scription and coding system was intro-
duced in the compilation of the official
foreign trade statistics. Because of the
changeover, the trade value figures in
the customs statistics are exceptionally
high for December 1987 and excep-
tionally low for January 1988 as com-
pared with the old system. For the sake
of comparability, the customs statistics
figures for December 1987 and Janu-
ary 1988 have been adjusted in the
Bulletin to comply with the old system.
For this reason the total trade values for
1987 as a whole also differ from the
customs statistics. The Bulletin follows
the same practice as in the balance of
payments statistics. Adjustments have
been made to all value and volume
figures for exports and imports. Unit
values correspond to those of the cus-
toms statistics. The adjustments have
been made by the Economics Depart-
ment of the Bank of Finland.

Table 7.2 The volume indices
{Columns 1 and 2) are calculated ac-
cording to the Paasche formula and the
unit value indices (Columns 3 and 4)
according to the Laspeyres formula.
The terms of trade {Column 5) is the
ratio of the export unit value index to the
import unit value index multiplied by
one hundred.

Table 7.4 The regional and coun-
try grouping is based on the classifica-
tion according to Finnish Official Statis-
tics | A.

Tables 8.1-8.5 Source: Central
Statistical Office of Finland. Seasonal
adjustment is carried 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 in-
dex {Column 7) was revised as from
January 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 of the
new CPl is 1985, while the base year of
the index shown until end-1984 is
1981.

Table 8.6 Source: Ministry of
Finance.




1. Long-term indicators

2. The Bank of Finland's foreign exchange reserves and

forward position
3. Forward market
4. Banks' central bank position
5. Overnight rates
6. HELIBOR rates of interest
7. Rates of interest applied by the Bank of Finland
8. 3-month covered Eurodoliar rate and 3-month
currency basket rates
9. Rates on new issues of bonds and debentures
10. Secondary market rates on bonds and debentures
11. Bank of Finland currency index (monthly!
12. Bank of Finland currency index (daily)
13. Changes in the exchange rates of selected Nordic
currencies
14. Changes in the exchange rates of selected major
currencies
15. Bank deposits from the public
16. Bank lending to the public
17. Money supply
18. Direct investment
19. Central government debt
20. Current account
21. Foreign debt
22. Balance of payments
23. Debt service ratio
24. Foreign trade
25. Western trade
26. Bilateral trade
27. Foreign trade: prices and terms of trade
28. Western trade: prices and terms of trade
29. Bilateral trade: prices and terms of trade
30. Production
31. Fixed investment
32. Employment and unemployment rate
33. Prices and wages
34. Central government finances
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES
AND FORWARD POSITION

BILL.FIM 1 1. Convertible foreign ex-
40 . change reserves plus for-
a5 AT ward position
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3. FORWARD MARKET
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4. BANKS’ CENTRAL BANK POSITION

MILL.FIMP 1. Gross debt to the Bank of
- Finland
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5. OVERNIGHT RATES

i 1. Inter-bank overnight rate
[ 2. Call money credit rate
- 3. Call money deposit rate
121 5 Daily observations
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6. HELIBOR RATES OF INTEREST
% 1. 1-month HELIBOR
- ~ 2. 3-month HELIBOR
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7. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND
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1. Call money credit rate
2. Call money deposit rate
3. Base rate

End-of-month observations




8. 3-MONTH COVERED EURODOLLAR RATE AND 3-MONTH
CURRENCY BASKET RATES

X 1. Covered Eurodollar rate
I\,\ 2. 12-currency basket rate
16 = 3. 8-currency basket rate
IV 1 4. 3-currency basket rate
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9. RATES ON NEW ISSUES OF BONDS AND DEBENTURES
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10. SECONDARY MARKET RATES ON BONDS AND DEBENTURES
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11. BANK OF FINLAND CURRENCY INDEX

INDEX
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12. BANK OF FINLAND CURRENCY INDEX
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13. CHANGES IN THE EXCHANGE RATES OF SELECTED NORDIC
CURRENCIES
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14. CHANGES IN THE EXCHANGE RATES OF SELECTED MAJOR
CURRENCIES
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15. BANK DEPOSITS FROM THE PUBLIC

y 4 N 1. Regulated deposits
e, | o 2.0 ., ) 2. Total deposits
I K BT AN » Change from the corre-
L i - . sponding month ofthe previ-
15 ‘\.\, — ous year, per cent
| . /'\_
- -\\/1/
10
s—lllllljlll Illllllllll IIIIIIH]II III_LL]IIIII IIJIlllllll [IIII]IIIII

1983 1984 1985 1986 1987 1988

16. BANK LENDING TO THE PUBLIC
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17. MONEY SUPPLY
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1. Narrow money supply
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2. Broad money supply (M2)
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18. DIRECT INVESTMENT 2837
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19. CENTRAL GOVERNMENT DEBT
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20. CURRENT ACCOUNT
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21. FOREIGN DEBT
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22. BALANCE OF PAYMENTS
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23. DEBT SERVICE RATIO
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24. FOREIGN TRADE
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27. FOREIGN TRADE: PRICES AND TERMS OF TRADE
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30. PRODUCTION
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32. EMPLOYMENT AND THE UNEMPLOYMENT RATE
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33. PRICES AND WAGES
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34. CENTRAL GOVERNMENT FINANCES

%—
20k
C\V =
[ \
SN
- \
=\ ALY
— A
10~ <77 A
n \ *. /2 !
= v 7~ Y
E_IIIIIIIIIII IIIIIIIIIII II]IIIIIIII Illlllllrll Hlll[ll 1L LI_IlLlIlJ_L
1983 1984 1985 1986 1987 1988
b4
1
o N‘Y:ﬂq‘ l-—l V.A‘
[ P N
\ r/«/. sap,’ “"\—\/
-1 HERXAN AN 7
\ ~| @ ~
-2 \ AJ\I
LA AR /
-3 \{2
-4 IIIIIIIII IIIIII]IIII IIIIIIIIIII Illllllllll Illllllllll IIIIIIIIIII
1983 1984 1985 1986 1987 1988

1. Revenue excl. borrowing

2. Expenditure excl.redemp-
tions of central govern-
ment debt

Changes caiculated from 12-
month moving totals and
shown as at the last month,
per cent

1. Revenue surplus (rev-
enue less expenditure
exclfinancialtransactions)
(surplus =+)

2. Net borrowing require-
ment (net borrowing =-)

12-month  moving total
shown as at the last month
and as a percentage of GDP

S41




A S D A A R
BANK OF FINLAND

THE PARLIAMENTARY SUPERVISORY BOARD

MAURI MIETTINEN, Chairman

PERTTI HIETALA, Vice Chairman ANTTI KALLIOMAKI ERKKI PYSTYNEN HENRIK WESTERLUND
MATTI MALJALA HEIKKI PERHO JUSSI RANTA PAAVO VAYRYNEN
THE BOARD OF MANAGEMENT

ROLF KULLBERG, Chairman ESKO OLLILA

PENTTI UUSIVIRTA KALEVI SORSA

Minister for Foreign Affairs, on leave of absence

ELE ALENIUS

MARKKU PUNTILA, Acting Member
HARRI HOLKERI

Prime Minister, on leave of absence

DIRECTORS DEPARTMENTS

PENTTI KOIVIKKO Accounfing Department OSSI LEPPANEN Payment [nstruments Department
Administration Department URPO LEVO REIJO MAKINEN L
Data Processing Department RIITTA JOKINEN Personnel Department ANTON MAKELA

Branches

SIRKKA HAMALAINEN  Central Bank Policy Department Information Department ANTTI HEINONEN
JOHNNY AKERHOLM Research Department HEIKK! KOSKENKYLA
Economics Department KARI PUUMANEN
financial Mark ets Department RALF PAUL!

MATTI VANHALA Bilateral Trade Department Payments and Settlement Department
KARI HOLOPAINEN RAIMO HYVARINEN o
Exchange Control Department ESA OJANEN Risk Monitoring Department KAARLO JANNARI

Market Operations Department KARI PEKONEN

Internal Audit Department TIMO MANNISTO

HEIKKI T. HANALAINEN,
Secretary to the Parliamentary Supervisory
Board and the Board of Management

12 branches: Joensuu, lyvéskyls, Kotka, Kuopio, Lahti, Mikkeli, Oulu, Pori, Rovaniemi, Tampere, Turku, Vaasa

SECURITY PRINTING HOUSE

TOR-LEIF HUGGARE, Managing Director




