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RECENI ECONOMIC AND FINANCIAL MARKEl DEVELOPMENTS 
by Esko Aurikko 
Central Bank Policy Department 
Bank of Finland 

RAPID ECONOMIC 
GROWTH CONTINUES 

The Finnish economy con­
tinued to grow at a rapid 
pace during the first half 

of 1989. Preliminary figures in­
dicatethat in real terms GDP for 
the first quarter was 4.3 per cent 
higher than over the same three 
months of the previous year. 
Economic growth was boosted 
by large increases in exports 
and investment. Particularly 
vigorous growth of 26 per cent 
was recorded for residential 
construction. The rate of growth 
of consumer spending deceler­
ated somewhat, although 
spending on consumer dura­
bles increased by 8 per cent in 
volume terms. 

Available indicators suggest 
that economic growth re­
mained strong in the second 
quarter of the current year as 
well. Industrial production rose 
by some 4 per cent in April­
May, and employment has also 
been rising since the beginning 
of the year. The seasonally ad­
justed rate of unemployment 
remained at a level of 3.4 per 
cent during the first five months 
of the current year - the lowest 
level recorded since 1975. 

According to the survey of 
business investment intentions 
carried out by the Bank of 
Finland in May-June, industrial 
investment will maintain its 
upward trend throughout 1989. 
Given the rapid growth of 
demand, the rate of capacity 
utilization is also expected to 
remain at a high level during the 
latter part of the year. 1 

The survey of business con­
fidence published by the Con-

1 See also the item in this issue of the 
Bulletin. 

federation of Finnish Industries 
in July indicates that, on the 
whole, business expectations 
remain optimistic, although 
some weakening is anticipated 
by the forest industries. Higher 
levels of output are becoming 
increasingly difficult to attain 
owing to shortages of capacity 
and labour. 

Despite vigorous interna­
tional demand and a relatively 
rapid rise in exports, the visible 
trade surplus of FIM 0.6 billion 
for the first half of last year 
turned into a FIM 0.5 billion defi­
cit forthe corresponding period 
in 1989. This decline was dueto 
the rapid growth of imports, 
which was boosted by the 
buoyancy of domestic de­
mand. The main contribution to 
the growth of imports came 
from imports of consumer and 
investment goods. According 
to preliminary statistics, the cur­
rent account deficit amounted 
to FIM 3.5 billion inthefirstquar­
ter of 1989, which is about FIM 
0.5 billion more than in the first 
three months of 1988. 

In addition to the deteriora­
tion in the external balance, the 
overheating of the economy 
has increased inflationary pres­
sures. The rate of inflation con­
tinued to rise throughout the 
spring and early summer. The 
consumer price index rose by 
0.9 per cent in Apri I, 0.4 per cent 
in May and 0.9 per cent in June. 
Prices rose by 6.8 per cent in 
the 12 months to June. The in­
crease in June was largely a re­
sult of the rise in house prices 
during the last quarter of 1988, 
which affected the consumer 
price index with a six-month 
lag. The rise in house prices 
slowed down in the early 
months of the year, and in the 
spring and summer prices ac­
tually declined in some seg-

ments of the housing market. 
Because of the lag, this will not 
exert downward pressure on 
the measured rate of inflation 
until the latter part of the year. 

The stabilization agreement 
concluded contains an index 
clause providing for additional 
pay increases should con­
sumer prices rise by more than 
4 per cent in the 12 months to 
December 1989. As the con­
sumer price index has already 
increased by 4.5 per cent dur­
ing the first half ofthe year, addi­
tional pay increases based on 
the agreement can be ex­
pected early next year for those 
unions which were a party to 
the agreement. 

FISCAL POLICY 
STANCE . 
The primary objective of the 

Government's economic policy 
has been to restrict the over­
heating of the economy and to 
mitigate inflation and current 
account problems. The 
Government's room for ma­
noeuvre in fiscal policy is 
largely determined by the 1989 
budget. This was designed to 
be mildly expansionary, be­
cause of the expectation of 
weakening economic activity 
towards the end of 1989. Some 
restrictive measures have been 
taken during course of the year. 
In connection with the adjust­
ment of the fluctuation band of 
the currency index in March, 
sales tax was raised by half a 
percentage point for the period 
between June and November 
1989, and employers' national 
insurance contributions were 
increased by one-quarter of a 
percentage point for the period 
between May and December. 

The combined effect of 
these measures is rather limit-
ed. However, thanks to rapid 3 



income growth and increased 
taxable values of fringe 
benefits, tax revenue has been 
rising at a faster rate than orig­
inally estimated. Thus, the ratio 
of taxes to GDP will rise some­
what in 1989, thereby reversing 
the slight expansionary impact 
planned a year ago. 

INTEREST RATES 
FAIRLYFIRM 
Within two weeks of the 

markka's band being adjusted 
in March, the Bank of Finland's 
currency index strengthened 
close to its new lower limit, 
where it has since remained. 
From mid-March to the end of 
July the Bank of Finland did not 
intervene in the foreign ex­
change market,with the excep­
tion of some minor operations 
in June. The Bank of Finland's 
convertible foreign exchange 
reserves remained relatively 
stable at a level of FIM 29 billion. 
Twelve-month interest rates 
remained fairly firm at around 
12 per cent, whereas shorter 
rates showed wider fluctua­
tions. 

In the absence offoreign ex­
change intervention, changes 
in the liquidity of the banking 
system originated from domes­
tic sou rces, most notably from 
money market operations by 
the Bank of Finland. In addition, 
investment deposits made with 
the Bank of Finland by firms in­
creased by morethan FIM 3 bil­
lion in May-July, and the banks 
paid supplementary cash 
reserves of FIM 1.5 billion in the 
same period. 

In accordance with the sup­
plementary cash reserve 
agreement between the Bank 
of Finland and the banks, the 
cash reserve requirement was 
raised on average by more than 
0.1 percentage point each 
month in the period May-July. 
The increments were due to ex­
cessive growth of the banks' 
personal lending while the in­
crease in total lending fell short 
ofthe growth allowed under the 
supplementary agreement. To­
gether with the existing require­
ment under the original agree-

4 ment, the cash reserve require-

ment stood at 8.4 per cent at the 
end of July. 

The Bank of Finland's mon­
ey market operations were 
aimed at keeping interest rates 
atthe higher level established in 
mid-March, subject to the con­
straint that there was only limit­
ed scope for the exchange rate 
index to strengthen, as it re­
mained close to the lower limit 
of new band. 

In April-July the Bank of Fin­
land bought bank certificates of 
deposit in net terms in the 
amountofFIM 11.5 billion. Rela­
tively minor transactions were 
undertaken in April-May, and 
interest rates declined some­
whattowardsthe end of May. As 
shorter rates fell more sharply, 
the yield curve for the markka, 
which became negative follow­
ing the March measures, again 
became upward sloping. 
Markedly tighter liquidity, 
heavy borrowing by the banks 
in the call money market and a 
rise in the shortest interest rates 
had combined to make the 
yield curve negative for a few 
days. The FIM 8 billion of liquid i­
ty offered in June made the 
banks' call money position 
clearly positive on June 16, 
when the Bank of Finland's call 
money window arrangement 
was reorganized. Again the 
reaction of the shortest rates 
was more pronounced. 

The call money window has 
served as a residual source of 
central bank financing and as 
an overnight deposit facility for 
banks. Access to call money 
credit was limited in 1987 by 
bank-specific quotas and the 
imposition of penalty interest on 
borrowing in excess of quota. 

On June 16, 1989, the quo­
tas and penalty interest rate 
were abolished. The call money 
lending rate was increased 
from 13 to 15 per cent, while 
the deposit rate was kept 
unchanged at 4 per cent.2 

In late June and throughout 
July, the Bank of Finland con­
ducted its money market ope­
rations in such a way that the 
banks on aggregate had call 
money deposits in the Bank of 
Finland. Only on one occasion 

was the aggregate position al­
lowed to become slightly nega­
tive. As it took some time for the 
banks to adjust to the new rules 
regarding their recourse to the 
call money window, overnight 
interest rates in the interbank 
market showed wider fluctua­
tions than they had previously. 

The interest rate differential 
in relation to the weighted rate 
on a basket of 14 foreign cur­
rencies was relatively stable at 
around 2 percentage points in 
April-July. Despite the wider in­
terest rate differential, net capi­
tal inflows remained atthesame 
level in the second quarter of 
1989 as in the first quarter. In 
April-June net imports of long­
term financing by companies 
totalled some FIM 3 billion. In 
the forward exchange market, 
the outstanding contracts of 
Finnish firms decreased by FIM 
3 billion, while the forward ex­
change position of foreign 
banks increased by more than 
FIM 2 billion, regaining its level 
at the start of the year. 

In June, the Bank of Finland 
announced a relaxation of cap i­
tal controls on foreign invest­
ment and capital imports. For­
eign investments by non­
financial companies will be 
liberalized completely as of 
September 1,1989. It was also 
decided to free foreign invest­
ment by private individuals with 
effect from a date yet to be 
specified, however, not later 
than the beginning of the third 
quarter of 1990. The minimum 
maturity of foreign currency 
loans was shortened from five 
years to one year. 3 

CREDIT EXPANSION 
SLOWING DOWN 
Domestic credit expansion 

has slowed down considerably 
during 1989. This reduction is 
largely due to the banks having 
raised lending rates in re­
sponse to the supplementary 
cash reserve agreement. Bank 
lending to the public grew at an 

2 See also the item in this issue of the 
Bulletin. 

3 See also the item in this issue of the 
Bulletin. 



annual rate of over 30 per cent 
in December 1988, while the 
corresponding rate was 16 per 
cent in June this year. This is 
somewhat below the lower limit 
of the supplementary agree­
ment. However, personal lend­
ing by most groups of banks ex­
ceeded the limit, and this has 
led to an increase in the aver­
age cash reserve requirement. 

Interest rates on new 
markka-denominated bank 

loans went up by 0.7 percent­
age point in March - May. 
However, the increase in May 
was only 0.1 percentage point 
indicating that the current level 
of interest rates is affecting the 
demand for credit. 

According to the Unitas in­
dex, prices of securities traded 
on the Helsinki Stock Ex­
change rose by 7.3 per cent in 
January - July 1989. The 
share price rise of the first four 

months turned into a slight de­
cline thereafter. Turnover 
amounted to FIM 25.1 billion 
during the first seven months, 
representing a rise of 14 per 
cent over the corresponding 
period of last year. 

August 7, 1989 
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PUBLIC FINANCE AND FISCAL POLICY 
by Immo Pohiola, Financial Counsellor 
Economics Department 
Ministry of Finance 

PUBLIC FINANCE 

nder the current Gov­
ernment programme, 
the growth of public 

expenditure in the medium 
term has to be confined to the 
limits set by a stable tax ratio 
and output growth. Since cost 
pressures are stronger in the 
public sector than in the private 
sector on average, special at­
tention is being paid to the effi­
ciency of administration and 
working procedures. Efforts 
are also being made to restrict 
the volume growth of expendi­
ture by reallocating funds 
among various administrative 
branches in accordance with 
changing needs. 

This aim is considered 
necessary because the growth 
of public expenditure has con­
sistently exceeded that of GOP 
during the 1980s. However, at 
the same time the tax burden 
has increased; the financial sur­
plus of the public sector in rela­
tion to GOP has fluctuated 
around zero. Because of active 
fiscal policy, financial surpluses 
have varied substantially from 
year to year; overall, fiscal poli­
cy has on average been slightly 
expansionary. 

In 1987, the rise in the ratio of 
public expenditure to GOP 
came to a halt and last year it 
turned down clearly (Table 1). 
The fall in the ratio was intensi­
fied by exceptionally rapid 
growth of GOP. The trend in Fin­
land conforms with internation­
al developments; in some other 
countries, e.g. Sweden, Den­
mark and the Federal Republic 
of Germany, the downturn took 
place a few years earlier. 
Generally speaking, restricting 
the growth of public expendi­
ture has been regarded as 

6 necessary because of the high 

TABLE 1. PUBLIC SECTOR INDICATORS, per cent of GOP 

1970 1980 1985 1986 1987 1988' 
-79 -84 

annual average 
Public consumption 
and investment 20.0 22.4 
Transfers to the 
private sector 11.3 12.4 
Total public expenditure 34.3 38.1 
Taxes, net 22.8 21.7 
Taxes, gross 34.1 34.0 
Financial surplus 3.5 

• Preliminary 

level of the tax ratio and public 
debt. In Finland, the share of 
the public sector in GOP is 
close to the international aver­
age while public debt is low by 
international standards. 

Since the tax ratio rose and 
the ratio of public expenditure 
to GDP fell in 1988, the financial 
balance of the general govern­
ment sector improved con­
siderably. Half of the rise in the 
tax ratio was, however, techni­
cal, reflecting the postpone­
ment of tax refunds for 1986 to 
1987, while part of the fall in the 
expenditure ratio was due to 
changes in the method of com­
piling statistics (see footnote to 
Table 2). However, growth of ex­
penditure slowed down ap-

0.1 

23.5 23.8 24.3 23.7 

13.4 13.7 13.5 12.6 
41.4 41.9 41.9 39.8 
23.2 24.1 22.3 25.1 
36.6 37.8 35.8 37.6 

0.1 0.8 -1.2 0.9 

preciably in practically all cate­
gories of expenditure both by 
type of outlay and purpose. 

Of the various subsectors of 
general government, the finan­
cial position of the central 
government improved by FIM 8 
billion, while that of local 
government and social security 
funds improved by only a few 
hundred million markkaa. The 
financial position of local 
authorities remained rather 
tight. 

The growth in the relative 
share of the public sector in the 
economy has mainly concen­
trated on the local government 
sector. In 1988, the expenditure 
of local authorities and munici­
pal federations amounted to 

TABLE 2. PUBLIC CONSUMPTION, INVESTMENT AND TRANSFERS TO 
THE PRIVATE SECTOR, change in volume, %. 

CONSUMPTION INVESTMENT TRANSFERS1 TOTAL 
central local central local 

government government government government 

1982 6.0 2.3 5.9 9.4 8.6 5.7 
1983 5.3 3.0 8.0 1.2 8.5 5.5 
1984 -1.0 4.7 -3.6 -1.5 3.6 2.7 
1985 4.8 4.8 0.5 4.0 6.3 5.1 
1986 1.1 4.3 4.1 0.9 5.3 4.0 
1987 4.3 4.7 11.7 7.4 3.5 4.6 
1988' 1.9 3.1 -0.2 5.5 2.3 2.6 

1 Transfers have been deflated by the consumer price index. and transfers for 1988 are 
shown in a comparable way (in the national accounts the Municipal Pensions Institution 
was transferred from general government to financial institutions). 

• Preliminary 



TABLE 3. FINANCIAL SURPLUSES OF GENERAL GOVERNMENT, 
FIMmiliion 

CENTRAL LOCAL SOCIAL TOTAL, 
GOVERNMENT GOVERNMENT SECURITY FUNDS %ofGDP 

1982 -882 162 
1983 -4359 423 
1984 107 1233 
1985 390 176 
1986 3312 79 
1987 -2448 -2103 
1988* 5567 -1925 

* Preliminary 

FIM 78 1/2 billion, or 18 per cent 
of GOP as opposed to 16 per 
cent in 1980. The number of 
employees in the local govern­
ment sector has increased on 
average by 4 per cent annually. 

The growth of local govern­
ment finances has largely been 
sustained by statutory develop­
ment programmes in various 
administrative branches. How­
ever, the state aid system has 
also contributed to the rise in lo­
cal government expenditure by 
providing compensation for a 
fairly large, fixed share of the 
value of expenditure. Local 
authorities decide themselves 
on their own expenditure. Since 
the mid-1970s, annual negotia­
tions have taken place between 
the central government and the 
central organizations of munici­
palities aimed at restricting the 
growth of local government ex­
penditure and personnel but 
the agreed limits have almost 
invariably been exceeded. 

In 1988, the growth inthevol­
ume of local government ex­
penditure slowed because of 
the tighter financial position of 
local authorities and the aver­
age local tax rate rose by 0.16 
percentage point to 16.33 per 
cent. Increases in local tax rates 
tended to focus on the wealthier 
municipalities, thus slightly 
reducing on average the differ­
ences between local tax rates. 
Transfers from the local govern­
ment sector to the private sector 
continued to grow rapidly, at a 
rate of 15 per cent, partly be­
cause ofthe new income main­
tenance subsidy scheme. In 
spite of the relatively tight finan­
cial position of local authorities, 
investment activity remained 

-739 -0.6 
-618 -1.7 
-195 0.4 
-120 0.1 
-608 0.8 
-86 -1.2 
464 0.9 

buoyant since the supply of 
domestic financing increased 
substantially. Local govern­
ment debt rose by one-fifth, to­
talling FIM 19 billion or 41/2 per 
cent of GOP at the end of 1988. 

Expenditure of social securi­
ty funds consists mainly of na­
tional pensions, sickness insur­
ance allowances and unem­
ployment benefits and totalled 
FIM 30.4 billion in 1988. The 
financial balance of this sector 
improved slightly in 1988 be­
cause the sickness insurance 
contribution rate of private em­
ployers was raised by 0.25 per­
centage point. Expenditure on 
national pensions and unem­
ployment benefits showed only 
minimal growth. Compensa­
tory payments by the central 
government to national pen­
sion and sickness insurance 
funds fell considerably. 

In 1988, central government 
cash expenditure (incl. trans­
fers to local authorities and so­
cial security funds) amounted 
to FIM 115 billion. In real terms, 
the growth of expenditure 
slowed to just under 4 per cent, 
of which, however, one percent­
age point was due to the ac­
counting methods related to 
the newly established nuclear 
waste management fund. The 
main contribution to the growth 
of total expenditure came from 
state aid to local authorities, 
which grew by 5.6 per cent in 
volume terms. The real growth 
of consumption expenditure 
was 1.3 per cent. 

Central government rev­
enue increased by 16 per cent 
last year, i.e. by 5 percentage 
points faster than expenditure. 
Though the rapid increase in 

tax receipts was partly attribut­
able to the exceptional timing of 
tax refunds in the previous year 
the main factor behind the in­
crease was the strong growth of 
domestic income and demand. 
In addition to fiscal drag, tax 
revenue rose because of dis­
cretionary tax increases. 

Thanks to relative restraint 
on the expenditure side and the 
strong growth of tax revenue, 
the central government's finan­
cial position improved signifi­
cantly, and the netfinancing re­
quirement turned out to be 
negative. Even though net bor­
rowing amounted to FIM 0.3 bil­
lion, the markka value of central 
government debt fell to FIM 58 
billion (13.2 per cent of GOP 
compared with 14.9 per cent in 
1987) as a result of exchange 
rate changes. 

1989 has witnessed con­
tinued rapid growth of central 
government revenue and slow 
real growth of expenditure, with 
a further increase in the finan­
cial surplus of the central 
government sector. Central 
government debt has declined, 
even in nominal terms, and is 
estimated to amount to 111/2 
per cent of GOP at the end of 
the year. This development de­
rives partly from strong eco­
nomic growth, partly from 
longer-term goals designed to 
restore equilibrium to the econ­
omy. 

FISCAL POLICY IN 
1988 
The 1988 budget proposal 

was completed in summer 
1987. The short-term growth 
prospects for the economy 
were fairly good at that time but 
the external imbalance and in­
flationary pressures threatened 
the longer-term prospects. 
Lower oil prices called for sub­
stantial cutbacks in exports to 
the Soviet Union, while the 
scope for increasing exports to 
western markets was ham­
pered by lack of capacity, 
weakening price competitive­
ness and a forecast slowdown 
in the growth of western mar­
kets. In contrast, the growth 
potential of domestic demand 7 
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was very strong and the 
buoyancy of production boost­
ed real incomes, which were 
further augmented by im­
proved terms of trade. The 
liberalization of financial mar­
kets also enabled increased 
use of borrowed funds. 

The budget proposal was 
designed to support balanced 
growth over the longer term. 
Since fiscal policy in 1987 had 
turned out to be clearly expan­
sionary and the economy was 
coming up against capacity 
constraints, it was essential that 
the expansionary impact be 
checked in 1988. Furthermore, 
account had to be taken of the 
fact that economic growth was 
forecast to slow down after the 
budget year and that the tax re­
form was due to be introduced 
in 1989.1 

In the budget proposal, fis­
cal policy was designed to have 
a slightly expansionary effect 
on growth in order to reduce u n­
employment. At the same time, 
however, the budget was drawn 
up on the basis of a 2 per cent 
inflation target. Income tax 
shedules were adjusted for in­
flation in accordance with this 
target while tax deductions 
were kept unchanged because 
of the impending tax reform. 
Budgeted growth in the volume 
of central government expendi­
ture was reduced considerably. 

The international stock mar­
ket crash in October 1987 
strengthened expectations of a 
slowdown in activity in western 
markets. However, in the final 
months of the year domestic 
demand was clearly overheat­
ed, particularly in the Greater 
Helsinki area. Contributing to 
the buoyancy of demand were 
the liberalization of financial 
markets and the restoration of 
confidence in the Finnish mark­
ka. The domestic situation re­
quired measures aimed at 
curbing demand. Consequent­
ly, at the beginning of 1988 a 
decision was taken on levying a 
temporary, regionally differen-

1 For a discussion of the reform see the 
October 1988 and January 1989 issues 
olthe Bulletin. 

tiated investment tax and the 
collection of counter-cyclical 
deposits. 

The labour market settle­
ments concluded in winter 
1988 clearly exceeded the level 
aimed for by the Government. 
The Government's offer to pro­
mote incomes settlements by 
concessions in taxation for the 
following year was rejected. 
Since rising incomes threat­
ened to further exacerbate the 
existing economic imbalances, 
economic policy had to be 
tightened. A decision in princi­
ple had already been taken at 
the beginning of the year to 
freeze the retail prices of trans­
port fuels by raising excise duty 
in spite of lower world market 
prices. In connection with the 
spring supplementary budget 
the taxation and prices of 
cigarettes and alcoholic bever­
ages were also increased with a 
view to checking excessive 
growth of real purchasing pow­
er. The decisions resulted in a 
marked tightening of fiscal poli­
cy but also in stronger cost 
pressures and a slight accel­
eration of inflation. The Bank of 
Finland raised the base rate in 
May. 

In addition to discretionary 
fiscal measures, economic poli­
cy was tightened by fiscal drag 
in 1988. Inflationary incomes 
settlements combined with 
progressive tax schedules in­
creased income and wealth tax 
revenue by FIM 2.1 billion (6 per 
cent) over the figure originally 
budgeted. The substantially 

higher-than-expected value of 
domestic demand increased 
turnover tax revenue by FIM 3.1 
billion (9 per cent) over the 
budgeted figure. Revenue from 
stamp duty increased by FIM 
0.9 billion, exceeding the budg­
eted figure by as much as 21 
per cent. This was mainly at­
tributable to brisker property 
sales and a rise in property 
prices as well as to a sharp in­
crease in bank loans subject to 
stamp duty. 

In the budget proposal, fis­
cal policy was originally 
designed to have a slightly ex­
pansionary impact on the 
economy but when the effect of 
fiscal drag and the discretion­
ary measures are taken into ac­
count its imputed effect was to 
reduce economic growth by 
just over one percentage point. 
However, the expansive fiscal 
policy of the previous year still 
exerted an expansionary im­
pact on growth through various 
lagged effects. 

In spite ofthe dampening ef­
fect offiscal policy the growth of 
domestic demand was exces­
sive in 1988. Private consump­
tion increased by a further 5 per 
cent even though the real 
growth of household dispos­
able income amounted to only 
1 per cent. The additional pur­
chasing power was financed by 
borrowing; total household 
debt increased·by one-quarter 
and consumer credit rose by 
over one-third. The bulk of 
household credit was chan­
nelled to housing with the real 

TABLE 4. SHORT-rERM ECONOMIC PROSPECTS 

1987 1988* 1989** 
volume change, % 

GDP 4.0 5.2 3.5 
Imports 9.0 11.5 6.5 
Exports 2.6 3.9 2.5 
Private consumption 5.7 5.0 3.5 
Public consumption 4.5 2.7 3 
Private investment 5.0 9.7 9.5 
Public investment 8.5 3.4 0 
Domestic demand 5.8 7.4 4.5 

Current account, FIM billion -7.9 -12.6 -16.5 
Index of wage and salary earnings, change % 7.1 8.9 8 
Consumer prices, change % 3.7 5.1 6 
Unemployment rate, % 5.1 4.5 3.8 
• Preliminary 

•• Forecast May 1989 



growth of housing investment 
reaching 17 per cent. Business 
fixed capital formation also ex­
panded rapidly reflecting the 
high level of capacity utilization, 
good profitability and financial 
liberalization. Furthermore, 
business expectations im­
proved considerably in the 
course of the year as the threat 
of an international recession 
receded. 

Total demand also rose be­
cause of better-than-forecast 
developments in exports. Ad­
mittedly, the increase in exports 
to western markets was distinct­
ly lower than the growth of mar­
kets because of weakened 
price competitiveness and lack 
of capacity. Thanks to tem­
porary credit arrangements 
aimed at facilitating deliveries, 
exports to the Soviet Union 
turned out to be substantially 
stronger than forecast in the 
budget proposal. 

Buoyant demand and pro­
duction bottlenecks, particu­
larly as regards the availability 
of labour, boosted imports and 
the rise in domestic prices. De­
velopments in relative prices 
also continued to favour import­
ed goods at the expense of 
domestic commodities. 

Since the current account 
had already shown a sizeable 
deficit in 1987, the strong 
growth of imports widened the 
deficit further in 1988 in spite of 
aslight increase in the growth of 
exports. The trade account de­
teriorated by FIM 1.9 billion, the 
services account by FIM 1.5 bil­
lion and the transfers and in­
vestment income accounts by a 
total of FIM 1.2 billion. The FIM 
12.6 billion deficit on current ac­
count amounted to 2.9 per cent 
and foreign net debt to 16 per 
cent of GOP. 

Because of demand pres­
sures, inflation accelerated 
markedly in 1988. The spring 
incomes settlements, the sharp 
rise in house prices and the in­
crease in the prices of alcohol 
and cigarettes were the direct 
causes of the acceleration of in­
flation. By contrast, import 
prices did not raise the cost 
level. 

TABLE 5. THE EFFECTS OF FISCAL POLICY 

1986 1987 1988* 1989** 
GOP percentage1 

Central government 
Local government 
Social security funds 
TOTAL 

-0.5 
0.6 
0.1 
0.2 

0.8 
0.7 

-0.1 
1.4 

-1.7 
0.4 
0.0 

-1.4 

-0.2 
0.2 
0.1 
0.1 

1 The effects have been calculated by the Ministry of Finance using a simple coefficient 
model. The figures include the effects of both discretionary measures and built-in stabili­
zers and have been calibrated to correspond to the real growth of GDP. 

* Preliminary 
* * Forecast May 1989 

The liberalization of financial 
markets was a key factor be­
hind the surge in domestic de­
mand. Deregulation had got 
under way earlier but the in­
creased supply of finance in 
1988, together with competition 
between banks and the prolifer­
ation of various types of credit, 
made it possible for household 
indebtedness to rise to a new 
level. During the era of credit ra­
tioning, the household sector 
had accumulated pent-up pur­
chasing needs, which could be 
satisfied following deregula­
tion. Contributing to house­
holds' willingness to take on 
more debt has been the 
marked increase in the value of 
household wealth in recent 
years. Moreover, the deductibil­
ity of interest payments in in­
come taxation has kept real in­
terest rates at a very low level, 
indeed they have even 
declined on average. 

In 1988, general govern­
ment operations slowed the 
growth of real GOP by one and 
one half percentage point in im­
puted terms. The tightening of 
fiscal policy derived mainly 
from the central government 
sector. The discretionary fiscal 
changes - mainly the low 
inflation adjustment of income 
tax schedules, the increase in 
the rate of employers' sickness 
insurance contributions, the 
increases in excise duties in the 
spring and the slower real 
growth of central government 
expenditure - had a contrac­
tionary effect on growth. How­
ever, the major contribution to 
the tightening came from fiscal 

drag as both the income tax 
and indirect tax bases expand­
ed substantially more than esti­
mated. 

FISCAL POLICY 
OUTLOOK 
In conjunction with the 1989 

budget proposal an agreement 
was concluded between the 
Government and the central 
labour market organizations on 
a combined economic and in­
comes policy settlement. To 
compensate for relatively low 
nominal pay increases, a satis­
factory increase in real income 
in 1989 was ensured for those 
signing the agreement by link­
ing the increases to the tax re­
form and by the inclusion of an 
index clause in the agreement. 
Since one of the main aims of 
the tax reform was to lower mar­
ginal tax rates and to weaken 
structural inflationary pres­
sures, the settlement support­
ed the anti-inflationary thrust of 
this policy. 

All unions did not, however, 
join the stabilization settlement, 
and inflationary pressures in 
the economy are still strong. Al­
though the rise in prices is ex­
pected to decelerate towards 
the end of the year, the average 
rate of inflation this year will ex­
ceed that in 1988. The econo­
my is also growing faster in real 
terms than estimated in the 
budget, with international trade 
and domestic investment 
showing particularly strong 
growth. Thus the effects of built­
in stabilizers will render fiscal 
policy more restrictive in 1989 
than in the previous year. When 9 
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the effects of automatic tighten­
ing are taken into account, the 
overall impact of fiscal policy is 
expected to be neutral. 

The excessively rapid 
growth of domestic demand re­
mains the key problem for eco­
nomic policy. An agreement 
signed between the Bank of 
Finland and the banks earlier 
this year should helpto alleviate 
the overheated market situation 
somewhat. However, a further 
tightening of fiscal policy will be 
necessary if a tenable incomes 
policy agreement cannot be 
reached for next year. 

Other major problems fac­
ing economic policy are infla­
tion and the current account 
deficit. Both are essentially due 
to excessive domestic demand 
and insufficient domestic sav­
ing. The household savings ra­
tio has plummeted and indebt­
edness increased in Finland as 
in many other countries where 
the deregulation of financial 
markets has proceeded at a 
rapid pace. Fiscal policy will 
have to be kept on atight rein for 
many years to come to offsetthe 
lack of private saving. This 
means that the growth of public 
expenditure will have to be 
slowed and that there will be 
very little scope for reducing the 
tax burden even though the 
structure of taxation may 
change during the ensuing 
stages ofthe tax reform. 

August 7, 1989 

.'EMS 

BANK OF FINLAND'S 
CALL MONEY CREDIT 
QUOTAS ABOLISHED 
By a decision of the Board of 

Management of the Bank of 
Finland, the call money credit 
quotas of banks entitled to cen­
tral bank financing were abol­
ished with effect from June 16, 
1989. At the same time the pen­
alty rate of interest charged on 
borrowing in excess of quota 
was rescinded. These changes 
were taken in order to simplify 
the call money window system. 

Though the quota system 
worked relatively well, some 
technical and administrative 
problems were associated with 
it. Each bank's access to call 
money credit was determined 
on the basis of individual quo­
tas, on which no penalty in­
terest was charged. However, 
setting the quotas proved diffi­
cult and, to a certain degree, 
limited competition between 
banks. 

Since June 16, banks have, 
in principle, been able to tem­
porarily borrow without limit in 
the Bank of Finland's call mon­
ey market. On that date, the call 
money credit rate was raised 
from 13 per centto 15 per cent, 
while the call money deposit 
was kept unchanged at 4 per 
cent. Any bank entitled to cen­
tral bank financing which bor­
rows in the call money market to 
the extent that the moving aver­
age of its daily position calculat­
ed for the last 5 banking days 
becomes negative will be invit­
ed to enter into confidential dis­
cussions with the Bank of Fin­
land. This procedure is similar 
to that previously applied when 
a bank's call money borrowing 
exceeded the penalty-free 
quota. 

The changes were de­
signed to encourage banks to 
have recourse to call money 
credit only in exceptional cir­
cumstances. To manage fluctu­
ations in their liquidity banks 
must, as a rule, resort to the in­
terbank market, though they 
also hold call money deposits 
with the Bank of Finland. The 
changes are expected to fur­
ther promote the development 
of the interbank market and to 
sharpen competition. Above 
all, however, it should increase 
the transparency of the effects 
of the Bank of Finland's inter­
vention policy on interest rates. 

All in all, these changes con­
stitute a technical modification 
of the call money window sys­
tem and they are not aimed at 
changing interest rates. 

EXCHANGE 
CONTROLS TO BE 
LIBERALIZED 
The Bank of Finland has 

decided to relax the foreign ex­
change regulations governing 
foreign investment and capital 
imports. The most important 
changes concern foreign in­
vestment by non-financial com­
panies and private individuals. 
The rights of companies en­
gaged in financial and insur­
ance business will remain un­
changed for the time being. 

Foreign investments include 
the purchase of foreign dwell­
ings, real estate and securities, 
the purchase of merchandise 
that remains abroad, the grant­
ing of credit to non-residents 
and the placing of funds in ac­
counts with financial institutions 
abroad. Deposits held in con­
vertible accounts with Finnish 
banks are also regarded as for­
eign investments. 



The amendments mark a 
further step in the gradual 
deregu lation of capital controls, 
and will increase competition in 
the domestic financial markets 
and promote Finland's adjust­
ment to developments in the in­
ternational financial markets. 
However, to ensure the con­
tinued supply of data for com­
piling balance-of-payments 
statistics, it will still be neces­
sary for investors to notify the 
Bank of Finland of investments 
made abroad. 

The decisions concerning 
companies will take effect on 
September1, 1989. For tax con­
trol reasons, the decisions 
regarding private individuals 
will enter into force on a date to 
be determined later, however, 
not later than July 1, 1990. 

Capital exports. Authori­
zation will no longer be needed 
for the purchase abroad of 
dwellings and real estate; previ­
ously, permission was required 
for purchases exceeding FIM 1 
million. 

Foreign investments in the 
form of securities, deposits or 
merchandise may be made 
without the Bank of Finland's 
authorization or quantitative 
restrictions. Previously, invest­
ments in securities were limited 
to publicly quoted securities 
and the maximum amount of 
such investments which could 
be made without special per­
missionwasFIM 300000.lnad­
dition, credit of more than one 
year's maturity may be granted 
to non-residents without the 
Bank of Finland's permission. 
As before, the acquisition of 
derivative instruments (options, 
futures etc.) abroad will only be 
permitted for the purpose of 
hedging risks. 

Capital imports. In addi­
tiontothe measures supporting 
capital exports, the Bank of Fin­
land has decided that non­
financial companies, except 
housing and real estate compa­
nies, may raise foreign credit of 
over one year's maturity; previ­
ously, only loans of more than 
five years' maturity were permit­
ted. If a company raises credit 
directly from a foreign lender, 

the prior approval ofthe Bank of 
Finland will still be required. 

Suppliers' credits and 
prepayments in respect of im­
ports have been entirely freed 
fromauthorization. 

The Bank of Finland has also 
decided to free most foreign di­
rect investments made in Fin­
land from the obligation to ob­
tain advance approval. This is a 
largely technical change and 
reflects the liberal authorization 
procedure applied in recent 
years. 

THE BANK OF 
FINLAND'S 
INVESTMENT 
INQUIRY 
Accordingtothe survey of in­

vestment intentions carried out 
by the Bank of Finland in May­
June 1989, industrial fixed in­
vestment is setto grow su bstan­
tially this year. Companies' 
plans also point to continued 
buoyancy of investment activity 
in 1990. In other respects, too, 
busi ness expectations are fairly 
positive and companies expect 
their capacity utilization rates to 
remain at a high level both this 
year and next. In contrast with 
previous trends, the growth of 
outlays on research and de­
velopment seems to be slow­
ing, at least temporarily. 

Fixed investment. The 
volume of fixed investment in in-

dustry is now expected to grow 
by 13 per cent in 1989. In 
manufacturing, the increase is 
likely to be as high as 16 per 
cent. The growth of investment 
is forecast to accelerate in near­
ly all industrial sectors. In the 
forest industries and metal and 
engineering industries, com­
panies' plans point to an in­
crease of about one-fifth. In oth­
er sectors, growth is expected 
to be generally slower, and in 
the textiles and clothing indus­
tries the indications are that in­
vestment will decrease further, 
albeit by less than in the previ­
ous year. In energy and water 
supply, investment is estimated 
to increase by 7 per cent this 
year. Analyzed by size catego­
ry, growth is fairly even, though 
somewhat higher than average 
among small and medium­
sized companies. After a short 
period of decline, investment by 
state-owned companies is now 
expanding more rapidly than 
that of private industry, but the 
difference in growth rates is not 
big. 

As before, the main empha­
sis in industrial investment is on 
acquisitions of machinery and 
equipment, the volume of 
which has grown almost con­
tinually throughout the 1980s 
so far. However, construction is 
also forecastto increase, partic­
ularly in the metal and en­
gineering industries and ener­
gy supply. 

TABLE 1. ANNUAL CHANGE IN THE VOLUME OF INDUSTRIAL FIXED 
INVESTMENT IN 1988 - 1990, PER CENT 

By sector 

Forest industries 
Metal and engineering industries 
Other manufacturing 

MANUFACTURING 

ENERGY AND WATER SUPPLY 

TOTAL INDUSTRY 
(incl. mining) 

By type of investment 

Construction 
Machinery and equipment 

1988 

1 
1 

-8 

-2 

6 

o 

-1 
o 

1989 

20 
19 
10 

16 

7 

13 

5 
17 

Plans 
1990 

-16 
-9 
-9 

-12 

-5 

-11 

-8 
-12 11 
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In recent years, the inquiries 
carried out in the spring have 
tended to slightly overestimate 
the growth of investment for the 
same year. However, even 
when this is taken into account, 
the actual growth of industrial 
investment in 1989 is expected 
to be close to 10 per cent. This 
estimate is now slightly higher 
than that made in connection 
with the previous inquiry 
conducted in November­
December 1988. 

TABLE 3. CAPACITY UTILIZATION RATE IN MANUFACTURING 
IN 1989 -1990, SEMIANNUAL, PER CENT 

At this stage, companies' in­
vestment intentions concern­
ing 1990 point to a fall of about 
10 per cent in volume com­
pared with the current year. 
However, estimates of the vol­
ume of investment for the fol­
lowing year in the spring survey 
have consistently been smaller 
than actual volumes. In the 
1980s, the underestimation has 
on average been 10 per cent. 
On the basis of companies' 
plans, it can therefore be as­
sumed that investment activity 
in manufacturing and energy 
and water supply will continue 
buoyant in 1990, especially as 
companies' profitability has 
been good and capacity utiliza­
tion rates are expected to re­
main high. 

Intangible investment. 
The slowdown in the growth of 
intangible investment in the cur­
rent year marks a deviation 
from previous trends. Since the 
second half of the 1970s, indus­
try's outlays on research and 
development have grown by 
about 10 per cent annually in 
real terms, which is rapid even 
by international standards. In 
1988, the value of companies' 
outlays on research and de­
velopment increased by 18 per 
cent according to the results of 

Forest industries 
Metal and engineering industries 
Other manufacturing 

MANUFACTURING 

the investment inquiry, but this 
year the nominal increase is es­
timated at 2 per cent. The halt in 
real growth nevertheless 
seems likely to prove tem­
porary. In 1990, the value of 
companies' outlays on re­
search and development is 
forecastto again increase by 12 
percent. 

Capacity utilization. The 
capacity utilization rate in 
manufacturing is estimated to 
remain at 89 per cent on aver­
age in the current year and the 
first half of 1990. In the second 
half of 1990, companies expect 
their capacity utilization rates to 
fall, but only marginally. 
Production has been running at 
full capacity for eighteen 
months. In the 1980s, capacity 
utilization was last higher than 
at presentfor a brief period dur­
ing the boom at the beginning 
of the decade. Capacity short­
ages are acting as a constraint 
on the growth of production in a 
number of sectors. The main 
exception is the textiles and 
clothing industries, where the 
average capacity utilization rate 
fell by several percentage 
points inthefirst half of this year. 

TABLE 2. OUTLAYS ON RESEARCH AND DEVELOPMENT IN 
MANUFACTURING IN 1988 -1990, MILLION FIM 

Plans 
1988 1989 1990 

Forest industries 207 234 259 
Metal and engineering industries 1607 1675 1741 
Other manufacturing 1267 1244 1529 

MANUFACTURING 3081 3153 3528 

94 
91 
83 

89 

1989 

94 
91 
84 

89 

93 
90 
84 

89 

1990 
II 

92 
90 
84 

88 

PUBLICATIONS OF THE 
BANK OF FINLAND 
The following publication 

has appeared in series 0:70: 
Urho Lempinen - Reija Lilja, 
Payment Systems and the 
Central Bank, Helsinki 1989, 
210 pp. ISBN 951-686-2063, 
ISSN 0355-6042. 

The book contains four es­
says dealing with different 
aspects of monetary and pay­
ment systems. The first essay 
reviews the discussion on the 
properties of commodity mon­
ey, fiat money and accounting 
systems of exchange. The main 
conclusion is that, owing to its 
inherent instability, the fiat mon­
ey system should be organized 
as a government monopoly 
while the commodity money 
and accounting systems of ex­
change can in principle oper­
ate as efficient private institu­
tions. This essay also includes 
an international comparison of 
payment systems actually in 
use. 

In the second essay, de­
mand for money and liquidity 
are analyzed in different 
models. The underlying idea is 
that in modern payment sys­
tems money is no longer a 
unique means of payment as 
most assets are liquid to some 
degree or at some cost. Econo­
metric models of the demand 
for notes and coin in Finland are 
also reported in this essay. 

In the third essay, different 
externalities associated with 
monetary systems are inves­
tigated. Externalities typically 
favour some kind of public inter­
vention in the provision of li­
quidity services. 

In the last essay, some mac­
roeconomic and policy implica-



tions of developments in the 
payment system are studied. 
The broad conclusion is that 
technical progress in the mone­
tary system weakens the effects 
of monetary policy. 

The following publication 
has appeared in the series of 
Studies on Finland's Economic 
Growth: Riitta Hjerppe, The 
Finnish Economy, 1860-1985, 
Growth and Structural Change. 
Helsinki 1989, 295 pp. ISBN 
951-861-290-0, ISSN 0355-
6050. In English. 

The publication appears as 
volume XIII in the series of 
Studies on Finland's Economic 
Growth and it concludes an ex­
tensive research project which 

has been under way since the 
early 1960s. The book can be 
ordered from the publisher at 
the following address: Govern­
ment Printing Centre, Publish­
ing Division, P'O.Box 516, SP-
00101 Helsinki, Finland, or by 
telex 123458 vapk sf or by tele­
fax Int +358 05660396 (it 
cannot be ordered through the 
Bank of Finland). 

The publication describes 
and analyzes developments in 
the Finnish economy over a 
period of 125 years and relates 
how the change from an agrar­
ian society to a post-industrial 
society has taken place. A con­
sistent method of analysis is 
made possible by the applica-

tion ofthe system of national ac­
counts to historical statistics 
and documentary material ob­
tained from the literature and ar­
chives. The text is profusely il­
lustrated with charts and tables 
and there is an extensive 
statistical appendix containing 
time series on aggregate de­
mand and supply, GOP by kind 
of economic activity, consump­
tion, investment, foreign trade, 
wages and prices. The main 
results of the study have previ­
ously been presented in an arti­
cle by Riitta Hjerppe in volume 
12/1987 of the Bank of Finland 
Monthly Bulletin. 
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES 
FROM OC1'OBER 1988 TO SEPTEMBER 1989 

1988 

Call money market The 
differential between the 
call money deposit rate 
and the call money credit 
rate is widened with effect 
from October 6, 1988. The 
rate on call money credits 
is raised from 11 per cent 
to 13 per cent while the 
rate on call money deposits 
is lowered from 7.5 per 
cent to 4 per cent. 
Cash reserve requirement 
The Bank of Finland raises 
the cash reserve requirement 
from 7.0 per cent to 7.3 
per cent of the cash reserve 
base in October. 

NOVEMBER 
Cash reserve requirement 
The Bank of Finland raises 
the cash reserve requirement 
from 7.3 per cent to 7.6 
per cent of the cash reserve 
base in November. 
Currency index. On the 
proposal of the Parliamentary 
Supervisory Board, the 
Government decides to 
widen the fluctuation range 
of the Bank of Finland's 
currency index from 
approximately 4.5 per cent 
to about 6 per cent while 
keeping the middle point 
unchanged. Effective as 
from 30 November, the 
new fluctuation limits are 
1 00.5 and 1 06.8. 

DECEMBER 
Cash reserve requirement 
The Bank of Finland raises 

14 the cash reserve requirement 

from 7.6 per cent to 7.8 
per cent of the cash reserve 
base in December. 

1989 
JANUARY 

Base raIe. The Bank of 
Finland's base rate is lowered 
from 8 to 7.5 per cent as 
from January 1. 
Special financing 
arrangements. As from 
the beginning of 1989, the 
Bank of Finland abolishes 
the financing arrangements 
for new-export credits and 
short-term export credits. 
The Bank of Finland 
abandons the financing 
of KTR credits with effect 
from the beginning of 1989. 
(KTR = financing arrangement 
for domestic suppliers' 
credits.) 

FEBRUARY 
Export deposils. The 
Government decides to 
levy export deposits of 3 per 
cent on wood-free printing 
paper exported during the 
period February 1, 1989 
and" January 31, 1990. 
Cash reserve requirement 
The Bank of Finland raises 
the cash reserve requirement 
from 7.8 per cent to 8 per 
cent of the cash reserve 
base in February. 

MARCH 
Supplementary cash 
reserve agreement An 
agreement supplementing 
the cash reserve agreement 
between the Bank of Finland 

and the banks is signed 
on March 13, 1989. The 
supplementary agreement, 
which is effective until the 
end of 1990, enables the 
Bank of Finland to raise 
the cash reserve requirement 
to a maximum of 12 per 
cent. The application of 
the additional requirement 
is linked to developments 
in bank lending (see the 
item in the April 1989 
Bulletin). 
Fluctuation limits of the 
currency index. On March 
17, 1989, the Government, 
on the basis of a proposal 
by the Parliamentary Super­
visory Board, decides to 
lower the fluctuation limits 
(range) of the currency index 
by about 4 per cent, thus 
making possible a revaluation 
of the markka of correspond­
ing magnitude. The new 
upper limit of the fluctuation 
range of the currency index 
is 1 02.5 and the new lower 
limit 96.5. 

APRIL 
Till-money credits. The 
Bank of Finland raises the 
base amount - the share 
of banks' till-money holdings 
which is not financed by 
the Bank of Finland - by 
over FIM 60 million as from 
the beginning of April. The 
new base amount is effective 
until the end of March 1990. 
Amendments to the cash 
reserve agreement and 
the terms of central bank 
financing. The Bank of 
Finland grants Interbank 
Ltd. the right to central bank 
financing with effect from 



the beginning of April. The 
bank joins the cash reserve 
agreement between the Bank 
of Rnland and the'banks on 
February 16, 1989. 

Export deposits. The 
Government decides to 
terminate the temporary 
export deposits levied on 
wood-free printing paper 
since the beginning of 
February 1, 1989 with effect 
from the beginning of May. 
Cash reserve requirement 
The Bank of Rnland raises 
the cash reserve requirement 
for certain banks. Together 
with the 8 per cent ratio 
in force hitherto, the banks' 
average deposit requirement 
now amounts to just under 
8.2 per cent of the cash 
reserve base in April. 

JUNE 
Foreign Exchange 
Regulations. The Bank 
of Rnland relaxes the foreign 
exchange regulations 
cGncerning direct 
investments by enterprises 
in the financial and insurance 
sector as from June 1, 1989. 
After this date, only direct 
investments by private 
individuals and direct 
investments in countries 
with which Rnland maintains 
payments agreements 
require the Bank of Rnland's 
authorization. 
Call money market With 
effect from June 16, 1989, 
the Board of Management 
of the Bank of Rnland 
decides to abolish the bank­
specific quotas for call money 
credit of the banks entitled 
to central bank financing. 
At the same time, the penalty 
interest charged on 
borrowing in excess of quota, 
which last stood at 19 per 
cent, is abolished. 
In addition, the call money 
credit rate is raised from 
13 per cent to 15 per cent; 
the call money deposit rate 
remains at 4 per cent 

Cash reserve requirement 
The Bank of Rnland raises 
the cash reserve requirement 
for certain banks and groups 
of bank. Together with the 
8 per cent ratio in force 
hitherto, the banks' average 
deposit requirement now 
amounts to about 8.3 per 
cent of the cash reserve 
base in May. 

Cash reserve requirement 
The Bank of Rnland adjusts 
the cash reserve requirement 
for certain banks and groups 
of bank. Together with the 
8 per cent ratio in force 
hitherto, the banks' average 
deposit requirement now 
amounts to about 8.4 per 
cent of the cash reserve 
base in June. 

Foreign Exchange 
Regulations. The Bank 
of Rnland relaxes the foreign 
exchange regulations 
concerning foreign 
investments and capital 
imports. The amendments 
enter into force on September 
1, 1989, except for those 
applying to private individuals. 
For tax control reasons, 
the decisions regarding 
capital exports by private 
individuals will enter into 
force on a later date, however 
not later than July 1, 1990. 
Capital exports. Acquisitions 
of dwellings and real estate 
abroad no longer require 
authorization; previously, 
permission was necessary 
if the purchase price 
exceeded FIM 1 million. 
Investments in the form 
of foreign securities, deposits 
held in accounts with foreign 
monetary institutions and 
merchandise held abroad 
are permitted without the 
permission of the Bank 
of Rnland or quantitative 
restrictions. In addition, 
credit of more than one 
year may be granted to 
non-residents without the 

Bank of Rnland's permission. 
Capital imports. Non-financial 
companies, except housing 
and real estate companies, 
are permitted to raise foreign 
credit of more than one 
year's maturity; previously, 
only loans of more than 
five years' maturity were 
permitted. The authorization 
of the Bank of Finland is 
still required if a company 
borrows directly from a 
foreign lender. 
Suppliers' credits and 
prepayments in respect 
of imports are entirely freed 
from authorization. In addition, 
most direct investments 
in Rnland no longer require 
authorization. 

15 
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FINLAND IN BRIEF 

LAND, G.IMATE AND 
POPULAtION 
Finland covers an area of more than 

338000 square kilometres. The total 
area is slowly increasing because of 
the steady uplift of the land since the 
last glacial era. The country shares 
frontiers with Sweden in the west, Nor­
way in the north and the Soviet Union 
in the east and has a coastline bor­
dered 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 wa­
ters for 10 %. Located between lati­
tudes 600 and 700 north, Finland has 
warm summers and cold winters. Hel­
sinki on the south coast has an average 
maximum temperature of 220 C (720 F) 
in July and -40 C (250 F) in February. 

Rnland has a population of 
4954400 (Dec. 31, 1988) and an 
average population density of 16.3 per 
square kilometre. The largest towns are 
Helsinki (Helsingfors), the capital, with 
491 800 inhabitants, Tampere (Tam­
merfors) 171 000, Espoo (Esbo) 
168100, Turku (Abo) 159400 and 
Vantaa (Vanda) 151400. 

There are two official languages: 
93.6 % of the population speaks Rnn­
ish as its mother tongue and 6.0 % 
Swedish. There is a small Lapp popu­
lation in the north. Rnnish is a member 
of the small Finno-Ugrian group of 
languages, which also includes Esto­
nian and Hungarian. 

FORM OF GOVIRNMENI' 
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, Rnland was annexed to 
Russia as an autonomous Grand 
Duchy with the Tsar as Grand Duke. On 
December 6, 1917 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 
Parliament are distributed as follows: 

Social Democratic Party 56; National 
Coalition Party 53; Centre Party 40; 
People's Democratic League 16; 
Swedish People's Party 13; Rural Party 
9; Christian League 5; the Greens 4; 
and the Democratic 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. Harri Holkeri of the National Coali­
tion Party. 

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

INIERNA'IIONAL 
RELAIIONS 
Finland 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, to a 
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 UN in 1955, 
the Nordic Council in 1955, the IFC in 
1956, IDA in 1960, EFTA in 1961, the 
ADB in 1966, the OECD in 1969, the 
IDB in 1977 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 aus­
pices 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 
concluded with several eastern Euro­
pean countries as well. Citizens of the 
five Nordic countries, Denmark, fin­
land, Iceland, Norway and Sweden, 
have enjoyed a common labour 
market, a passport union and recipro­
cal social security benefits since the 
mid-1950s. 

1HEECONOMY 
Output and employment. The 

Finnish economy is essentially based 
on private enterprise, with over 80 % of 
manufacturing output and some 90 % 
of banking services produced by pri-

vate companies. Of the gross domestic 
product of FIM 383 billion in basic 
values in 1988, 3 % was generated in 
agriculture and fishing, 3 % in forestry, 
27 % in industry, 9 % in construction, 
12 % in trade, restaurants and hotels, 
8 % in transport and communications, 
5 % in finance and insurance, 16 % in 
other private services and 17 % by 
producers of government services. Of 
total employment of 2.3 million per­
sons, 1 0 % were engaged in primary 
production, 31 % in industry and con­
struction and 59 % in services. 

In 1988, expenditure on the gross 
domestic product in purchasers' 
values amounted to FIM 440 billion and 
was distributed as follows: net exports 
-0.3 % (exports 24.8 %, imports -
25.1 %), gross fixed capital formation 
25 %, private consumption 53% and 
government consumption 20%. fin­
land's gross tax ratio (gross taxes in 
relation to GDP) was 38 % and the net 
tax ratio (net taxes in relation to GDP) 
25 %, which is about the average for 
OECD countries. 

Average annual (compounded) 
growth of real GDP was 4.9 % in the 
period 1950-60, 4.8 % in 1960-70, 
3.5 % in 1970-80, 3.2 % in 1980-88 
and 4.2 % in 1950-88. Finland's GDP 
per capita in 1988 was USD 21 200; 
this put Finland in fifth place among the 
24 member countries of the OECD, 
preceded by Switzerland, Iceland, 
Japan and Norway. 

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 ex­
ports consist primarily of manufactured 
goods. 

In 1988, the share of forest industry 
products in total merchandise exports 
was 42 %, the share of metal and 
engineering products 39 % and the 
share of other goods 19 %. Raw mate­
rials and intermediate goods (inc/. 
crude oil) accounted for 55 % of mer­
chandise imports, fuels for 3 %, invest­
ment goods for 19 % and consumption 
goods for 23 %. 

Forest resources. Rnland has 
fairly abundant forest resources, but 
only limited amounts of other raw mate-



rials. The growing stock comprises 1 660 
million cubic metres, of which 45 % is pine, 
37 % spruce and 18 % brood-leaved spe­
cies, chiefly birch. The annual growth incre­
menttdals 68 million cubic metres and the 
total drain calculated on the basis of com­
mercial fellings was 58 million cubic metres 
in 1988. 

Energy. In 1987, gross consump­
tion of primary energy amounted to 29 
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 33 %, coal 12 %, 
nuclear power 16 %, hydro-electric 
power, peat and other indigenous 
sources 30 %, others 9 %. Compared 
internationally (1985), Rnland's con­
sumption of 5.5 toe per capita was 1.8 
times higher than the average in Euro­
pean OECD countries. The self-suffi­
ciency rate (OECD definition) in Rnland 
was 42 %, as compared with 62 % in 
western Europe on average. 

FINANCE AND BANKING 
Currency. Since 1865 Rnland 

has had its own monetary system. The 
currency unit is the markka (plural: 
markkaa), abbreviation FIM, which is 
divided into 100 pennia (singular: pen­
ni). 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 convertible currencies have been 
included in the index. Since November 
30, 1988, the index has been permitted 
to fluctuate within a range of 6 percent­
age points (previously 4.5). The range 
is defined by fluctuation limits which 
are set by the Government at the 
proposal of the Bank of Rnland. Sin.ce 
March 17, 1989, the fluctuation limits 
have been 96.5 and 102.5 (1982 = 
100), where the lower limit means the 
highest permissible value for the mark­
ka and the upper limit the lowest 
permissible value. 

International payments. The 
use of the markka in foreign trade and 
as a eurocurrency has increased, but 
most international payments are effect­
ed in other currencies. Rnland adopted 
Article VIII 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. The remaining exchange controls 
apply mainly to financial transactions. 

Outward direct investment is per­
mitted without the Bank of Rnland's 
authorization except for direct invest­
ments in countries with which Rnland 
maintains payments agreements. Sim­
ilarly, inward direct investment is per­
mitted without the Bank of Rnland's 
authorization except for direct invest­
ments in enterprises in the financial 
sector and direct investments by coun­
tries with which Rnland maintains pay­
ments agreements. Foreign investors 
mav also buv shares of listed Rnnish 

companies; however, foreign invest­
ment in markka-denominated bonds is 
normally prohibited for the present. 
Rnnish companies may freely raise 
foreign credits and extend loans 
abroad of over one year's maturity. 
Rnnish reSidents, except enterprises in 
the financial sector, may invest freely in 
foreign securities and real estate. The 
unlimited right to make foreign invest­
ments also applies to private individu­
als, but the date of its entry into force is 
to be determined separately. The date 
will not, however, be later than July 1, 
1990. 

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 
Rnland (Suomen Pankki - Rnlands 
Bank), founded in 1811, operates un­
der the supervision of the Parliamen­
tary Supervisory Board, the nine 
members of which are entrusted with 
overall supervision of the Bank and 
certain specific decisions such as fix­
ing the Bank's base rate and the limits 
for other rates. The Governor and a 
maximum of five other Members of the 
Board of Management are appointed 
by the President of the Republic. The 
Board manages all affairs not expressly 
entrusted to the Parliamentary Supervi­
sory Board, including the terms of 
banks' central bank finance, open 
market operations, intervention in the 
foreign exchange market, determina­
tion of the external value of the curren­
cy within the fluctuation limits, direct 
lending and permits for international 
capital transactions. The powers vest­
ed in the Bank and its independence of 
the Government make the Bank of 
Rnland 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 Rnland has a head office in 
Helsinki and 12 branch offices in other 
towns. 

Other banks (Dec. 31, 1988). 
Rnland has four major groups of dep­
osit banks with a total of more than 
3550 offices. There are two big com­
mercial banks with national branch 
networks and eight smaller ones, four 
of which are foreign-owned. The com­
mercial banks have a total of 29 foreign 
branches, subsidiaries and associate 
banks and 29 representative offices 
abroad. There are 211 savings banks 
and 267 cooperative banks with their 
own extensive 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 487 billion in outstanding 
domestic credit at the end of 1987, 
60 % was provided by deposit banks, 
4 % bv mortaaae banks, 17 % bv 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, 69 % of the 
instruments, which totalled approxi­
mately FIM 108 billion at end 1988, 
were negotiable instruments such as 
bank certificates of deposit, commer­
cial paper, Treasury notes and local 
authority paper. Funds intermediated 
through bank trust departments and 
non-negotiable bank debt instruments 
make up the bulk of non-negotiable 
instruments. In its open market opera­
tions, the Bank of Rnland deals in bank 
certificates of deposit and also issues 
its own certificates of deposit. 

There are 69 listed companies on 
the Helsinki Stock Exchange, with a 
market capitalization value of FIM 127 
billion (at end-1988). Three foreign 
companies are also quoted. Domestic 
bonds and debentures in circulation at 
end-1988 totalled FIM 93.6 billion; 
government bonds made up 33 % of 
the total. Turnover on the Stock Ex­
change in 1988 amounted to FIM 37 
billion; the share of shares and sub­
scription rights in the total was approxi­
mately85%. 
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,. THE BALANCE SHEET OF THE BANK OF FINLAND 
1.1 THE BALANCE SHEET OF THE BANK OF FINLAND, 

MILl.FIM 

1.88 1.8. 

luly2. Dec. 31 lu ... 3. luly14 luly21 luly31 

USIIS 
Gold and foreign currency clal ... 36290 29753 29969 29964 30101 30100 

Gold 2128 2128 2128 2128 2128 2128 
Special drawing rights 923 1120 858 860 864 854 
IMF reserve tranche 964 940 961 947 924 919 
Convertible currencies 29282 24492 25528 25294 25339 25345 
Tied currencies 2993 1073 494 735 845 854 

Oth.r foreign claims 4221 4199 4063 4039 4069 4061 
Markka subscription to Finland's IMF quota 2241 2283 2167 2167 2195 2195 
Term credit 1980 1916 1897 1872 1874 1866 

Claims .n flnanelalln.tItu.l.n. 7957 14384 22334 22554 22964 23721 
Call money credits 0 463 5 84 3 12 
Certificates of deposit 1525 7187 15351 14496 15628 17332 
Term credits 1250 2300 1525 250 
Till-money credits 2875 2920 2518 2476 2616 2936 
Financing of crap failure loans 1222 1222 611 611 611 611 
Bonds 2072 2325 2361 2349 2343 2343 
Other claims on financial institutions 263 267 238 238 238 238 

CIa ..... n.he pullilc .. etar 997 1128 1136 1114 1114 1113 
Treasury nates and bills 88 10 10 10 10 
Bonds 0 20 52 30 30 29 
Total coinage 
Other claims an the public sector 

996 1020 1074 1074 1074 1074 

Claims on corpora.lo. 3353 3041 2454 2454 2478 2466 
Financing of exports 606 400 40 38 37 36 
Financing of domestic deliveries (KTR) 2402 2205 1932 1918 1943 1935 
Bonds: KTR-credits 123 218 267 284 284 281 
Bonds: Other 39 35 28 28 28 28 
Other claims on corporations 183 183 187 187 187 187 

Other a ..... 112 787 100 94 94 100 
Accrued items 668 
Other assets 112 118 100 94 94 100 

1"ohd 52931 53291 60056 60219 60820 61562 

LIABILITIES 
Foreign currency Ilallllltl •• 139 247 168 179 177 164 

Convertible currencies 22 119 27 28 34 27 
Tied currencies 118 128 141 151 143 137 

O.h.r foreign Ilallllllle. 3058 3082 2950 2939 2971 2967 
IMF markka accounts 2242 2283 2167 2167 2195 2195 
Allocations of special drawing rights 817 800 783 772 776 772 

N .... ami coin In clrcula.lon 10444 11550 11737 11836 11 850 11774 
Nates 9536 10601 10747 10841 10854 10775 
Coin 907 949 990 996 996 999 

C.rtiflc .... of d.posl. 4810 1130 160 160 160 160 
Llallilltl •• toll_nclallnstllu.lo. 18221 19248 24467 23997 24551 25229 

Call money deposits 661 128 573 119 677 739 
Term deposits 
Cash reserve deposits 17487 19039 23500 23500 23500 24116 
Capital impart deposits 360 340 340 340 
Other liabilities to financial institutions 73 81 34 38 35 35 

LIa ... IItI •• to .h. pullilc .. etar 1246 1903 1458 1459 1473 1472 
Cheque accounts 1 1 1 0 1 0 
Counter-cyclical fund deposit 900 900 
Counter-cyclical deposits 345 981 1319 1319 1319 1319 
Export deposits 20 137 138 152 152 
Capital import deposits 
Other liabilities to the public sector 0 1 1 1 1 1 

Llalllll.I •• 10 corporallo. 6425 6797 9773 10627 10616 10654 
Deposits for investment and ship purchase 6086 6447 9289 10144 10133 10137 
Capital import deposits 329 349 483 483 483 517 
Other liabilities to corporations 10 1 0 0 0 0 

Other 1IaItiU .... 42 1107 52 94 54 55 
Accrued items 1064 
Other liabilities 42 43 52 94 54 55 

Valuation account and reserve. 3057 2391 3455 3093 3131 3250 
SITRA'. _pltal 400 400 400 400 400 400 
Capllal account. 5088 5436 5436 5436 5436 5436 

Primary capital 5000 5000 5000 5000 5000 5000 

S2 Reserve fund 88 88 436 436 436 436 
Profitlloss for the accounting year 348 

Total 52931 53291 60056 60219 60820 61562 



1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND, 
Mlll.FIM 

In ... f ............. r Pulollc suelor 
port-

..... _po .. aI IMF co_ ..... c-rt- lied ._Ign Othe. N.I Clal_ LI .... I· N.I ................... I .... I .... curron· .xchang. claims, c ...... iii •• 11 .... 1· ....... _nche curron· curren- cl •• , ............ , ... (7+8) IIi •• 
cl •• ,nol cl •• , .... 1 _I (11-10) 

(1+2+3+4) (5+6) 

I 2 3 4 5 6 7 8 9 10 II 12 

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 
1988 2128 1120 940 24373 28561 945 29506 1117 30623 1128 1903 775 

1988 
.Iuly 2128 923 964 29260 33275 2875 36150 1163 37313 997 1246 249 
Aug. 2128 1025 947 25057 29157 2733 31890 1158 33048 999 1249 250 
Sapt. 2128 1022 945 24270 28365 1675 30040 1149 31189 1011 1566 555 
Oct. 2128 1008 922 23638 27696 1818 29514 1134 30648 1044 1575 531 
Nov. 2128 1011 939 23754 27832 1340 29172 1111 30283 1064 1581 517 
Dec. 2128 1120 940 24373 28561 945 29506 1117 30623 1128 1903 775 

1989 
.I.n. 2128 1066 945 26514 30653 2296 32949 1129 34078 1114 2016 902 
Felt. 2128 878 959 28919 32884 2332 35216 1131 36347 1119 2017 898 
March 2128 853 901 25659 29541 1352 30893 1097 31990 1079 1368 289 
April 2128 832 890 24628 28478 1725 30203 1085 31288 1103 1404 301 
M.y 2128 861 1004 25028 29021 1580 30601 1103 31704 1113 1433 320 
.Iun. 2128 858 961 25501 29448 353 29801 1113 30914 1136 1458 322 
.Iuly 2128 854 919 25318 29219 717 29936 1094 31030 1"113 1472 359 

En"" D ..... lic fin.ncl'" ... _ Corpo ...... c_ 
pori ... 

Tonn Call Cash 1I11_oy Oth.r n •• N .. CI ...... Spacl.1 N .. N.I •• Out-
clal_.n -nay ....... c .. dil... ...1Il10 ... cl.l_ in tho ...... 11. clal_ .... stanolln. 
...... 11 clal .... n .......... ...... 11 fi_nclal (13+14-15+ form.. .n" .Iher (19-20) coin in CD. i ...... 
".n'" "'pull .. ",p." loa .... i ... lltu· 16-17) spucl ... ite ... , clreu· loy th. B.nk 

....... ,n .. loan'" Ii .... ,nol fin_cln. . .. laIi.n .f Flnl .... 

13 14 15 16 17 18 19 20 21 22 23 

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 
1988 7187 335 19039 2920 -3733 -4864 2823 6579 -3756 11550 1130 

1988 
.Iuly 1525 -661 17487 2875 -3484 -10264 3131 6203 -3072 10443 4810 
Aug. 4399 421 17612 2042 -3496 -7254 3047 6320 -3273 10253 3450 
Sapt. 5506 -48 17464 2170 -3591 -6245 2965 6385 -3420 10617 1790 
Ocl. 5605 -394 17328 2559 -3569 -5989 2908 6471 -3563 10513 1930 
Nav. 5907 165 18112 2516 -3554 -5970 2844 6474 -3630 10563 1690 
Dec. 7187 335 19039 2920 -3733 -4864 2823 6579 -3756 11550 1130 

1989 
.I.n. 5291 632 20389 2733 -3447 -8286 2681 6622 -3941 10755 1440 
.elt. 5195 -101 21328 2657 -3481 -10096 2555 6706 -4151 10769 1460 
March 7917 1735 22120 2481 -3017 -6970 2455 6700 -4245 10996 980 
April 10166 256 22195 2342 -2952 -6479 2386 6935 -4549 11190 580 
May 7597 3803 22820 2843 -2716 -5861 2335 7168 -4833 11385 180 
.Iune 16601 -568 23500 2518 -2816 -2133 2239 9557 -7318 11737 160 
.Iuly 17582 -727 24116 2936 -2817 -1508 2252 10439 -8187 11774 160 S3 



2. IHE BANK OF FINLAND'S MONEY MARKEl OPERA liONS 
AND IHE FORWARD MARKEl 

2.1 THE BANK OF FINLAND'S MONEY MARKET OPERATIONS AND 
THE CALL MONEY MARKET, MILL. FIM 

Durin. Pure ........ ..I .... ..-.... Impac ... C.Um .. ey Cullm .. ey TeIaII 
p.ri ... _eym..tcel m .. ey •• ney_ ...... n ...... lty c ..... ... pe .... nelch_ .. 

m.--.. ...... ............ , ,1-2-3) '4+5-6) 
Inshu_nla nel 

, 2 3 4 5 6 7 

'984 -767 1606 -2373 
'985 201 -1011 1212 
1986 1599 -1074 2673 
1987 1263 23658 -17520 -4875 -6818 626 -12319 
1988 13840 19190 -16850 11500 463 -629 12592 

1988 
July 1560 -2205 3765 -1201 554 2010 
Aug. 3520 -1190 4710 457 -625 5792 
S.pt. 1160 210 -1810 2760 -415 54 2291 
Oct. 1470 470 1000 -32 314 -346 
N_. 2970 2380 590 212 -347 1149 
Dec. 3000 1100 1900 241 71 2070 

1989 
"an. 260 1190 1370 -2300 252 -45 -2003 
F .... 3260 1125 2125 10 -656 77 -723 
Mareh 8695 170 5095 3430 1785 -51 5266 
April 4710 2370 2340 -1548 -69 861 
May 6490 7880 -1390 3507 -40 2157 
June 16295 250 7875 8170 -3798 573 3799 
July 16790 240 15170 1380 7 166 1221 

S4 



2.2 FORWARD 
EXCHANGE MARKET, MILL. FIM 

End 01 Banks' lorward positions with 
period ----D-o-m-e-s-ti-c-co-m-p-a-n-ie-s------------..,F"""o-re'i.-g--:-n-----;;B:-a-n"k-----;l'''""o-=-ta"I-, n-e:-:t--

banks, net 01 Finland, net (3+4+5) 
Forward exchange Forward exchange Net 

(1-2) bought by banks sold by banks 

1984 
1985 
1986 
19B7 
1988 

1988 
June 

July 

Aug. 
Sept. 

Oct. 
Nov. 

Dec. 

1989 
Jan. 

Feb. 

March 

April 

May 

June 

1 2 

22921 
16982 
11446 
21671 
16488' 

18669 
18309 
19248 
19282 
18420 
17447 
16488' 

15710 
15495 
14614 
13536 
13248 
12859 

1394 
1733 
1319 
1158 
1543 

1474 
1505 
1479 
1847 
1998 
1894 
1543 

1058 
857 
871 

1044 
1535 
1408 

3 

21527 
15249 
10127 
20513 
14946' 

17195 
16805 
17769 
17435 
16422 
15553 
14946' 

14652 
14638 
13742 
12492 
11714 
11451 

2.3 BANKS' CENTRAL BANK POSITION, MILl. FIM 

Average 01 
daily 
observations 

1984 
1985 
1986 
1987 
1988 

1988 
July 

Aug. 

Sept. 

Oct. 
Nov. 

Dec. 

1989 
Jan. 

Feb. 
March 

April 

May 

June 

July 

Call money Bank CDs 
credits held by 

3176 
5812 
7117 

481 
128 

373 
377 
101 
52 

120 
221 

III 
129 
711 
689 

I 176 
779 

46 

the Bank 
01 Finland 

2 

120 
1581 
2190 

617 
2804 
5006 
5543 
5677 
6633 

6203 
4612 
5175 
8697 
8908 

11264 
17049 

Grossdebt 
tothe Bank 
01 Finland 

(1+2) 

3 

3176 
5812 
7237 
2062 
2319 

990 
3181 
5107 
5594 
5796 
6854 

6314 
4741 
5886 
9386 

10083 
12042 
17095 

Call money 
deposits 

4 

3215 
4527 
1256 

703 
621 

411 
196 
483 
371 
346 
306 

611 
501 
177 
129 
127 
321 
714 

4 

2002 
708 

-2461 
-233 
9086' 

4557 
4678 
2147 
6712 
7072 
8224 
9086' 

9284 
7706 
7221 
7003 
9024 
9781 

Holdings 01 
CDs issued 

by the Bank 
01 Finland 

5 

4705 
5044 

5883 
3955 
2389 
1851 
1846 
1287 

1252 
1568 
1202 

774 
330 
118 
160 

5 

-19962 
-9005 

-92 
-1287 

-377 

-606 
-201 

-1216 
-958 
-863 
-377 

-62 
-273 
-168 
-63 

-306 

Cash reserve 
deposits 

6 

6324 
9578 
9189 

10092 
15159 

17083 
17491 
17607 
17459 
17354 
18172 

19083 
20423 
21352 
22128 
22214 
22842 
23520 

6 

3566 
6951 
7574 

18994 
23654' 

21146 
21282 
19916 
22930 
22536 
22914 
23654' 

23874 
22071 
20795 
19432 
20737 
20926 

Gross claim 
on the Bank 
01 Finland 
(4+5+6) 

Net 
position 
(3-7) 

7 

9539 
14105 
10445 
15501 
20824 

23377 
21642 
20479 
19681 
19545 
19765 

20946 
22491 
22731 
23031 
22671 
23282 
24394 

8 

-6364 
-8293 
-3208 

-13439 
-18505 

-22387 
-18462 
-15372 
-14087 
-13749 
-12911 

-14632 
-17750 
-16845 
-13644 
-12588 
-11240 
-7299 S5 



3. RATES OF INTEREST 
3.1 MONEY MARKET RATES AND RATES APPLIED 

BY THE BANK OF FINLAND PERCENT 

A_ •••• ln ............ HILI.OR .ank" FInland Ctuhre ....... 
dally ............... 

_ . 
....uire_nt ............. ..... 

I 3 6 12 WI Call .... Ordinary .... I.n ... 
... nIh .... ths _nih • _nth. ... ney moooey - C-... ·, ...... ... p .... - -

2 3 4 • 6 7 8 9 10 

1984 16.53 16.53 9.50 5.4 
1985 13.37 13.37 9.04 5.6 
198. 11.87 13.43 11.34 7.46 4.8 
1987 9.16 9.90 10.02 10.14 10.40 11.71 7.78 7.00 4.8 
1988 8.47 9.77 9.97 10.16 10.50 11.50 7.04 7.63 6.5 

1988 
July 9.05 9.38 9.47 9.64 10.00 11.00 7.50 8.00 7.0 
Aug. 9.97 9.96 10.00 10.13 10.42 11.00 7.50 8.00 7.0 
Sapt. 8.51 10.34 10.48 10.58 10.68 11.00 7.50 8.00 7.0 
Oct. 7.88 10.34 10.68 10.96 11.31 12.83 4.34 8.00 7.0 
N_. 8.24 10.85 11.26 11.56 11.93 13.00 4.00 8.00 7.3 
D.c. 8.41 11.21 11.55 11.85 12.14 13.00 4.00 8.00 7.6 

1989 
Jan. 7.46 10.60 11.19 11.42 11.80 13.00 4.00 7.50 7.8 .... 7.91 10.12 10.78 11.10 11.53 13.00 4.00 7.50 7.8 
March 9.09 10.85 11.09 11.34 11.66 13.00 4.00 7.50 8.0 
April 11.37 12.08 12.11 12.11 12.15 13.00 4.00 7.50 8.0 
May 11.43 11.70 11.75 11.79 11.90 13.00 4.00 7.50 8.0 0.2 
Jun. 9.79 11.62 11.78 11.93 12.13 13.00 4.00 7.50 8.0 0.4 
July 10.56 11.64 11.79 11.94 12.11 15.00 4.00 7.50 8.0 0.5 

3.2 WEIGHTED EURORATE 3.3 COVERED EURO-
(3 AND 12 CURRENCIESL PERCENT DOLLAR RATEl PERCENT 

Av ..... 3c_cl •• ' 12cu ..... ci .. 2 Averase 
...... Iy .. .... Iy ........ 1 3 6 12 1 3 6 12 ......... 1 3 6 12 
vali ... ... nIh ... nth • _nths _nih. ... nIh - ...... ......... ......... valle .. Menth .................... _ths 

1 2 3 4 5 6 7 8 2 3 4 

1984 7.5 7.7 8.0 8.2 1984 
198. 6.8 6.9 7.0 7.2 198. 12.9 12.8 12.8 12.6 
198. 5.9 5.9 5.9 5.8 198. 12.1 11.7 11.5 11.1 
1987 5.4 5.6 5.7 5.8 7.9 8.0 8.1 8.2 1987 9.8 9.9 9.9 10.1 
1988 5.9 6.0 6.2 6.4 7.8 8.0 8.1 8.3 1988 9.6 9.8 10.0 10.3 

1988 1988 
July 6.2 6.5 6.7 6.8 7.9 8.2 8.3 B.5 luly 9.3 9.4 9.6 9.9 
Aug. 6.7 6.9 7.2 7.3 8.2 8.5 8.8 8.9 Aug. 9.9 9.9 10.1 10.4 
S.pt. 6.6 6.8 7.0 7.1 8.4 8.5 8.7 8.8 Sapt. 10.2 10.4 10.4 10.6 
Oct. 6.6 6.8 6.9 6.9 8.3 8.5 8.6 8.6 Oct. 10.2 10.5 10.8 11.0 
N_. 6.7 6.9 7.0 7.0 8.5 8.6 8.7 8.7 N_. 10.6 11.0 11.3 11.6 
Dec. 7.4 7.4 7.4 7.5 8.8 8.8 8.9 8.9 Dec. 10.8 11.2 11.4 11.7 

1989 1989 
Ian. 7.4 7.6 7.7 7.8 8.8 8.9 8.9 9.0 Ian. 10.2 10.8 11.0 11.3 
F .... 8.0 8.2 8.4 8.4 9.2 9.3 9.3 9.4 ..... 10.0 10.5 10.7 11.1 
March B.O B.3 8.6 B.B 9.3 9.5 9.7 9.8 March 10.6 10.9 11. 1 11.3 
April 8.0 8.2 8.4 8.6 9.2 9.5 9.6 9.7 April 11.9 11.8 11.8 11.7 
May 8.3 8.4 8.6 8.7 9.5 9.7 9.7 9.8 May 11.1 11.2 11.2 11.3 
Jun. 8.3 8.4 8.5 8.5 9.7 9.8 9.8 9.9 Jun. 11.2 11.3 11.4 11.5 
luly 8.3 8.2 8.2 8.1 9.8 9.8 9.7 9.7 luly 11.1 11.3 11.5 11.5 

IDEM 60 per cent, USD 30 per cent, GBP 10 per cent. 

56 
2 Weighted according to their relative shares in the Bank of Finland currency index. 

Since March 1989, the index has consisted of 14 currencies. 



3.4 RATES OF INTEREST APPLIED BY BANKS, PERCENT 
E.d ...... 1 •• !tepul .. 
of N __ dllal A_ ...... 12· 24- A_ A ..... A ..... 
po· 

BlUs N_ ... Of_"h: I ... lIIonlh 1II •• 1h ... ••• ... ri.d Cho4uo ....... londo Coon." .... • c· tI_ tllII • ..... ..... ..... ... • f •• • I •• d • I .. cl.1 •• u.l. .... .... .fl .. ofl •• ofln· _ .. ........ I .. , ... to ........ •• d pu. pu. ...... 1 ton.1 to .... 1 _d tolol ..... 1- It • It. •• .n •• p .... 1 -,. ::; -::= 10loi 
giro "'poso .... _lilt. It ... ... . .... posits 

co ...... pull. pull. 

2 3 4 5 6 7 8 9 10 II 12 

1984 10.67 10.68 5.25 8.00 9.25 6.22 15.43 7.30 
198. 12.04 12.94 10.62 11.55 10.37 10.37 4.75 7.50 8.75 5.91 13.24 6.81 
1986 10.89 12.30 9.76 10.64 8.82 8.81 2.75 5.75 7.00 4.43 11.84 5.35 
1987 10.50 12.31 10.01 10.62 9.12 8.99 2.75 5.75 7.00 4.56 10.13 5.29 
1988 10.22 12.27 10.50 10.72 10.37 10.25 3.75 6.75 8.00 5.87 9.80 6.20 

1988 
Ju_ 10.28 12.50 10.55 10.78 10.07 9.89 3.75 6.75 8.00 5.37 9.46 6.20 
July 11.29 12.60 10.72 11.08 10.08 9.91 3.75 6.75 8.00 5.45 9.44 6.30 
AutI· 11.04 12.55 10.75 11.07 10.12 9.95 3.75 6.75 8.00 5.48 9.63 6.42 
"pl. 12.24 12.53 10.81 11.14 10.19 10.06 3.75 6.75 8.00 5.56 9.83 6.56 
Oct. 11.97 12.53 10.82 11.16 10.29 10.15 3.75 6.75 8.00 5.59 10.09 6.63 
Noy. 12.08 12.62 11.02 11.33 10.33 10.21 3.75 6.75 8.00 5.66 10.39 6.77 
Doc. 10.02 11.68 10.33 10.48 10.37 10.25 3.75 6.75 8.00 5.87 10.62 6.92 

1989 
J.n. 11.63 12.37 10.58 10.95 10.09 9.90 3.50 5.50 
F .... 11.63 12.23 10.85 11.18 10.09 9.92 3.50 5.50 
Manh 12.04 12.69 11.04 11.45 10.11 9.94 3.50 5.50 
Aplil 12.73 13.10 11.35 11.80 10.23 10.06 3.50 5.50 
May 12.75 13.11 11.48 11.91 10.31 10.13 3.50 5.50 
Jun. 12.46 13.12 11.43 11.83 10.35 10.18 3.50 5.50 

I Average rate of interest for period 

3.5 RATES OF INTEREST ON BONDS AND DEBENTURES, PERCENT 

......... .. condory 1IHII'ko1 ...... ......I ... u • 
...... to_u.ro ... To .... I • .......... Toxfro. To ...... Iax'ro • 
...... 111 .... 1 ..... .-ro· pu"" O'_hich. =.:: pulll .. puIIllc 

3 • ..... inu_ FI_I.I eo ... • ... - I ..... 
~. yea •• ... .... I ........ ...tlon. 

Hon. 

2 3 4 • 6 7 8 9 

1984 14.0 10.6 13.6 11.1 
198. 12.7 10.1 12.7 10.6 
1986 11.7 8.3 11.3 8.8 
1987 11.2 11.1 11.2 8.1 10.7 7.9 
1988 10.7 10.8 10.6 10.6 10.6 10.6 7.8' 10.4 7.3 

1988 
Jun. 10.3 10.5 10.3 10.4 10.3 10.5 7.9' 10.4 7.2 
July 10.3 10.5 10.6 10.4 10.4 10.6 7.9' 9.8 7.2 
Aug. 10.5 10.7 10.7 10.6 10.5 10.7 8.0 10.5 7.2 
Sepl. 10.7 10.8 10.6 10.7 10.8 10.5 8.0' 10.7 7.2 
Ocl. 11.2 11.3 10.6 10.6 10.6 10.6 7.8 10.3 7.2 
NOY. 11.6 11.6 11.6 11.0 11.0 11.3 7.8' 10.7 7.2 
Doc. 11.8 11.7 11.6 11.3 11.3 11.1 7.5' 11.3 7.2 

1989 
J.n. 11.8 11.7 11.6 11.8 11.7 12.0 7.4' 11.1 6.5 
F .... 11.5 11.4 11.7 11.5 11.8 11.3 7.5' 11.5 6.5 
Manh 11.6 11.6 11.8 11.8 11.5 11.8 7.7' 11.5 6.5 
Aplil 11.9 11.8 11.8 11.8 11.9 11.7 7.6' 11.6 6.5 
May 11.8 11.7 11.8 11.8 11.9 11.8 7.9 11.6 6.5 
Jun. 11.9 11.7 12.3 11.8 11.8 11.7 8.1 11.5 6.5 57 



4. RATES OF EXCHANGE 
4.1 AVERAGE SPOT SELLING RATES, FIM 

A_ .... N_ y.,rIc MllIIIn.1 ......... DuMi ............. 0.1. Cepen. ... .... rt .... .. r· ......... 
..... ily h ..... •• M. .. ... 
IIU" ....... 1 USD 1 CAD 1 Gap 1IIP ISIK 1 NOK 1 DKK 1 DIM 1 NLG 1 alc 1 aiL 

I 2 3 4 • 6 7 8 9 10 11 

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 
1988 4.191 3.412 7.466 6.397 0.6848 0.6444 0.6235 2.3895 2.1233 0.11421 0.11345 

1988 
.Iuly 4.383 3.634 7.489 6.403 0.6925 0.6548 0.6263 2.3806 2.1111 0.11378 0.11273 
Au •• 4.469 3.660 7.601 6.369 0.6910 0.6498 0.6198 2.3692 2.0986 0.11314 0.11162 
Sept. 4.427 3.611 7.462 6.371 0.6885 0.6419 0.6183 2.3732 2.1034 0.11325 0.11181 
Oct. 4.315 3.582 7.492 6.349 0.6883 0.6401 0.6153 2.3699 2.1019 0.11311 0.11197 
N_. 4.151 3.416 7.512 6.350 0.6827 0.6328 0.6154 2.3737 2.1049 0.11333 0.11250 
Dac. 4.140 3.466 7.565 6.319 0.6816 0.6365 0.6112 2.3590 2.0902 0.11262 0.11212 

1989 
.I.n. 4.247 3.568 7.561 6.223 0.6804 0.6385 0.6003 2.3234 2.0583 0.11098 0.11048 ..... 4.299 3.623 7.550 6.206 0.6814 0.6411 0.5974 2.3231 2.0578 0.11091 0.11045 
March 4.302 3.604 7.393 6.170 0.6756 0.6347 0.5925 2.3084 2.0459 0.11026 0.10982 
April 4.197 3.534 7.149 6.001 0.6605 0.6190 0.5776 2.2465 1.9913 0.10737 0.10691 
May 4.347 3.650 7.090 5.975 0.6618 0.6187 0.5737 2.2325 1.9805 0.10672 0.10639 
.Iun. 4.437 3.706 6.899 5.985 0.6643 0.6183 0.5757 2.2397 1.9884 0.10708 0.10681 
My 4.278 3.602 6.947 6.043 0.6622 0.6164 0.5818 2.2601 2.0043 0.10803 0.10786 

A_ .... Zurich Peri. ..... V"' __ 
u. .... ReykJ_1k MIIdri .. "'Icye M_ M.I· ICU SDR 

..... lly lleu_ ..... ....... 1 ca. 1 PRJ 1I1L 1 AIS 1 Prl IISK lUP I.1PY 1 SUR lAUD 1 XIU 1 XDR 

12 13 14 IS 16 17 18 19 20 21 22 23 

1984 2.5642 0.6907 0.00344 0.3013 0.0414 0.1939 0.0375 0.02534 7.357 6.14739 
198. 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 3.106 5.075 5.68010 
1988 2.8700 0.7060 0.00324 0.3401 0.0294 0.1006 0.0361 0.03273 6.891 3.309 4.954 5.61826 

1988 
.Iuly 2.8657 0.7077 0.00323 0.3388 0.0295 0.0977 0.0360 0.03296 7.026 3.523 4.947 5.70985 
Aug. 2.8246 0.7014 0.00321 0.3373 0.0294 0.0981 0.0362 0.03344 7.091 3.620 4.931 5.76379 
Sept. 2.8112 0.6992 0.00320 0.3377 0.0291 0.0971 0.0358 0.03295 7.038 3.527 4.917 5.71616 
Oct. 2.7995 0.6963 0.00319 0.3374 0.0290 0.0940 0.0360 0.03347 6.998 3.509 4.911 5.68200 
N_. 2.8293 0.6965 0.00321 0.3378 0.0288 0.0931 0.0362 0.03372 6.890 3.548 4.918 5.62011 
Dec. 2.8009 0.6921 0.00321 0.3357 0.0288 0.0929 0.0366 0.03349 6.862 3.573 4.899 5.59952 

1989 
.I.n. 2.7332 0.6831 0.00318 0.3308 0.0286 0.0887 0.0372 0.03346 6.896 3.712 4.840 5.61726 ..... 2.7314 0.6838 0.00319 0.3305 0.0286 0.0870 0.0373 0.03369 6.943 3.704 4.838 5.64865 
March 2.6830 0.6824 0.00316 0.3284 0.0283 0.0842 0.0372 0.03305 6.896 3.530 4.801 5.60538 
april 2.5518 0.6659 0.00308 0.3195 0.0275 0.0819 0.0363 0.03181 6.702 3.395 4.672 5.44433 
May 2.5138 0.6615 0.00308 0.3176 0.0273 0.0814 0.0359 0.03151 6.770 3.374 4.644 5.48599 
.Iune 2.5942 0.6616 0.00310 0.3185 0.0271 0.0789 0.0351 0.03079 6.831 3.367 4.639 5.49166 

S8 .Iuly 2.6243 0.6679 0.00314 0.3214 0.0273 0.0762 0.0361 0.03047 6.759 3.260 4.678 5.42928 



4.2. CURRENCY INDICES,1982~loo 
A_ •• Other c.........., hHIIc .. Cu ..... cy ...ht ... the B •• k .. 
....... Iy __ k .... aI .... 

Pay ...... MlRM PlnI_ .. cu ..... cy ........ 
..... rva· CUlNllcyi ... _ cull'8acy ........ .. ....... ' .... 30. II ... .neI_ 1989 

I 2 3 4 

1984 102.8 108.5 111.6 UID 7.8 
1985 102.5 109.4 112.5 Gap 13.4 
1986· 103.9 106.3 110.4 11K 19.3 
1987 103.3 103.2 106.1 NOK 4.4 
1988 102.0 101.0 104.7 DKK 4.6 

DIM 19.4 
198. NLG 4..7 
July 102.7 102.3 106.6 BEC 3.1 
Aug. 102.7 102.7 107.2 CN. 2.5 
Sap'. 102.2 102.1 106.4 FR. 6.5 
Oe •• 102.0 101.5 105.8 tTL 4.9 
Nov. 101.6 100.5 104.5 ATS 1.6 
Dec. 101.4 100.2 104.2 UP 1.8 

JPY 6.0 
1989 
.Ian. 100.9 100.2 104.6 ..... 101.0 100.5 105.2 
March 100.1 99.8 104.4 
April 97.4 97.1 101.6 
May 97.3 97.6 102.4 
Jun. 97.2 97.9 102.8 
July 97.4 97.5 101.7 

59 



5. OTHER DOMESTIC FINANCING 
5.1 BANK DEPOSITS BY THE PUBLIC, Mlll.FIM 

I.".' ..... nd TI ... I_ .... ant ......... .... I •• u ............ Total 
perl ... ".pe.I •• "apesi .. • e_nt. -pea"', c .... .., ".p .. ll. ...pe .... 

.... I _peall. (4+5+6) 
(1+2+3) 

2 3 4 5 6 7 

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 
1988· 24831 194181 5089 224101 4643 41028 269772 

1988· 
april 22028 159921 5850 187799 4870 32965 225634 
May 23753 161340 5835 190928 4280 32383 227592 
lu_ 26163 164253 5900 196317 4169 27307 227793 
luly 24369 166174 5910 196454 4362 37097 237913 
Aug. 24438 167010 5904 197352 4406 39645 241402 
Sept. 23358 168233 6211 197801 4310 39761 241872 
Oc •• 25168 170139 6530 201837 4783 42652 249271 
N_. 23389 171714 6602 201706 5028 44564 251298 
Dec. 24831 194181 5089 224101 4643 41028 269772 

1989· 
I ••. 24190 194308 5842 224339 4647 48256 277243 
.elt. 26235 194929 6433 227597 5022 48346 280965 
March 25618 193825 6932 226375 4754 51153 282281 
April 25872 196936 7408 230216 5430 55898 291543 

5.2 BANK LENDING TO THE PUBLIC, Mill. FIM 

I.".' Chell_ .11 .... ...... . ....... ....... Telal 
perl ... • caunt ...... ..... I ........ , eu .... cy 1_ ..... 

.... p .... 1 .... 1 e ..... (4+5) ........... (1+2+3) 

2 3 4 5 6 

1984 5233 7644 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 
1988· 11358 5920 234268 251545 50267 301812 

1988· 
april 9298 4796 192940 207033 42291 249324 
May 9300 4756 196938 210994 44725 255718 
lune 9643 4809 200832 215283 47807 263090 
luly 9436 4722 203911 218068 47301 265370 .... 9907 4767 207885 222560 47085 269644 
Sept. 10634 4755 212246 227635 47583 275218 
Oct~ 10647 4796 216684 232127 47913 280040 
N_. 10898 4902 221029 236830 48558 285388 
Dee. 11358 5920 234268 251545 50267 301812 

1989· 
Ian. 11765 5334 237080 254179 53142 307320 
hit. 11783 5044 239508 256335 56542 312877 
March 12595 5122 241505 259223 56288 315511 

510 april 12836 5129 240936 258901 57559 316460 



5.3 MONEY SUPPLY AND MONETARY AGGREGATES, Mlll.FIM 

En .... '-:= .. ........ lce ..... I. Oth.r ......... . ., CI.I ....... CI.I ....... Telal 
......., 

MI Ms .... .h.e ....... 1 th.pultlle 12+3, .. .. 11+4+5' 
.-MIII .... 

2 3 4 5 6 7 

1984 -2575 -5483 176694 171211 -26978 24945 141658 
1985 -6641 -8694 209231 200537 -27244 27694 166652 
1986 -16784 -13884 237514 223630 -27522 27838 179324 
1987 -25484 -14977 277068 262090 -36145 30342 200461 
1988· -40670 -15691 351266 335574 -48866 35232 246039 

1988· 
AprIl -26376 -14601 295527 280926 -44961 32144 209589 
May -29452 -13068 302073 289005 -47122 34237 212432 
.Iu ... -31339 -14240 308714 294474 -44552 36824 218583 
.Iuly -31862 -13831 312650 298819 -47602 35182 219356 
Aug. -33160 -14690 317063 302373 -49570 34831 219644 
5.pt. -37256 -15307 322509 307202 -49841 34097 220105 
Oc •• -38414 -15174 327518 312344 -50503 35538 223428 
N_. -38919 -16343 333845 317502 -54941 33856 223642 
Dec. -40670 -15691 351266 335574 -48866 35232 246039 

1989· ...... -40982 -13442 357990 344548 -57430 34954 246137 ,.It. -41631 -13958 364157 350199 -58568 37294 250000 
March -43785 -16112 368215 352103 -59371 36810 248947 
april -45413 -13377 372459 359082 -61635 37559 252034 

5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, Mill. FIM ....... ............. D_allc ...... 10tal Oul· Ctuh 
p.rI .... ....... Olher ...... 10teI Pullle Other TN_ry 10tal 

_I ale .... • ...... .-... I." ........ lenn (1+2+3' ... ..... ... .. .-. (5+6+7' ...... I ....... ..... pre ...... lenn 
_ .. ..... ......... nry HaIIII· ...... (4+8, lure. ...... , .... 

I 2 3 4 5 6 7 8 9 10 II 

1984 16513 2666 5767 24946 12037 4520 2766 19323 44269 33816 6300 
1985 17316 2703 5658 25677 14994 4107 2203 21304 46981 36032 6383 
1986 17905 3038 6038 26981 18059 4481 2474 25013 51994 38028 11686 
1987 20407 2697 5576 28680 22121 4692 3018 29831 58511 40035 11553 
1988 20202 1804 4273 26279 24243 5272 2290 31805 58084 42990 15858 

1988 
.Iu .. e 21356 2244 5135 28735 23833 4871 4035 32739 61474 41461 11713 
.Iuly 20860 2236 5156 28252 23838 4969 3910 32717 60969 41781 11993 
Aug. 20652 1865 5129 27646 23834 4983 3850 32667 60313 41693 12504 
Sept. 20200 1847 5098 27145 23767 4979 3580 32326 59471 43141 13073 
Oc •• 20015 1833 5100 26948 24056 4980 3310 32346 59294 43357 13886 
N_. 19643 1814 4324 25781 24079 4984 2980 32043 57824 43349 15683 
Dec. 20202 1804 4273 26279 24243 5272 2290 31805 58084 42990 15858 

1989 
.Ia ... 20208 1790 4216 26214 23563 5261 2130 30954 57168 43531 13022 ,.It. 19999 1486 4158 25643 23877 5225 1930 31032 56675 43990 13926 
March 19285 1234 3893 24412 24399 5219 1630 31248 55660 44071 17893 
April 18236 1219 3678 23133 24508 4975 1280 30763 53896 44371 15128 
May 19333 1239 3564 24136 24351 4806 980 30137 54273 14374 
.lun. 18759 1249 3400 23408 24539 4810 780 30129 53537 Sl1 



5.5 DOMESTIC BOND MARKET 
AlISSUES! MILL. FIM 

Durin: By .. ctor Bylyp.efl._ ,.taI 
perl. 11+2+3+4+5' 

C.rpe- F1_ncial C._I Lecal Other. PuIoOel ..... Prlvat. 
rall.ns in.tftuti ... a·v• m ..... •• v ....... 1 , ....... , ........ pI.eln .. 16+7+8, 

2 3 4 5 6 7 8 9 

1984 2528 6167 5073 112 32 1947 5336 6629 13912 
1985 4799 9112 5994 435 33 8070 6394 5909 20373 
1986 4976 10638 6532 422 105 5987 7487 9199 22674 
1987 4477 9510 8119 206 69 9409 8830 4142 22380 
1988 3027 8418 6889 268 61 7861 6522 4280 18663 

1988 
June 113 832 40 13 756 40 202 998 
July 523 360 10 74 445 10 512 967 
aua- 314 474 576 100 772 576 116 1463 
S.pt. 13 903 127 378 482 183 1042 
Oel. 324 706 656 15 930 656 115 1701 
Nev. 14 1240 183 873 183 381 1437 
Dec. 838 808 174 3 50 638 174 1062 1874 

1989 
Jan. 738 1451 1075 47 1284 1293 734 3311 
Felt. 153 1403 1800 7 2683 400 280 3362 
March 391 1785 6 1234 381 566 2181 
April 274 345 982 13 375 1239 1614 
May 353 458 450 56 495 450 371 1316 
June 502 2602 15 1111 2008 3119 

Bl STOCK! MILl.FIM 

Enol.' Bysecler Bytypeefl_ , ... 1 
perl ... 11+2+3+4+5' 

c.rpa- FI_MI.I Central Lecal Oth.rs Pu ... lcl ..... Private 
rati ... In.tIIuH ... .. _m .... 1 •• _m ... " 

' ...... 1. , ........ pinel ... 16+7+8, 

I 2 3 4 5 6 7 8 9 

1984 6766 19960 14904 247 43 3531 15148 23242 41921 
1985 10482 26173 18575 661 56 10967 19002 25977 55947 
1986 14075 31902 22091 1042 177 16432 23314 29541 69287 
1987 17509 36773 26518 1200 232 24831 28229 29172 82232 
1988' 19222 42927 28953 1412 292 31970 30064 30771 92805 

1988' 
II 17901 39712 28428 1250 246 28457 29627 29453 87537 
III 18407 40650 28478 1416 246 29804 29588 29805 89197 
IV 19222 42927 28953 1412 292 31970 30064 30771 92805 

1989' 
I 20237 46069 28907 1417 392 35733 29416 31874 97023 
II 20675 49118 28907 1473 384 37747 29384 33426 100557 
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5.6 HELSINKI STOCK EXCHANGE 
Dul'ln: 'um.v.r. 111111. FlM ...... pllc •• 
poll. Unl ... I ...... 1.1975= 100 ....... _ .. .......... '_I ._a I ...... try Oworoll 

..... scrtptioa 
ript. 

.......... ,.. (1+2) I ..... 

I 2 3 4 • 6 

1984 2508 5007 7515 193 273 259 
198. 3114 9046 12160 184 234 229 
1986 9488 6479 15968 254 357 350 
1987 26641 4604 31245 319 603 546 
1988 31734 5718 37452 404 734 677 

1988 
Apl'l' 2527 357 2884 373 707 645 
May 2618 649 3266 386 738 672 
.Iun. 4134 1689 5823 429 784 720 
.Iuly 3765 353 4117 453 806 747 
Aug. 3614 298 3911 458 809 752 
Sepl. 2149 270 2419 432 763 704 
Oct. 1979 191 2170 421 751 696 
N_. 2271 205 2475 445 787 731 
Dec. 3475 966 4441 443 786 732 

1989 
.Ian. 2622 314 2936 439 792 736 
F.1t. 5491 883 6373 447 829 771 
March 4530 463 4993 467 838 784 
Apl'l' 3520 171 3691 489 854 807 

I Average af daily observations 
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6. BALANCE OF PAYMENTS, FOREIGN LIABILIIIES AND ASSETS 
6.1 CURRENT ACCOUNT, Mlll.FIM 

Durin. ........ EJlpIII'Is rr-.. Tra_1 OlIo... Servi ... IJlp..... 1_'" Trans. 
., perl .... ipts .. nlc ...... Ipts," ..... ..... 

..... .... celpt. .. .. Ipt. ...... ...... i__ .... 
,...... (2+3+4' _.. • ...... .. rvI... 1_ ... 

(1+5' 

2 3 4 5 • 7 8 

C-m I ... perfs Trans· ~I Oth.r 
.ce.... .. perl _ "",Ie •• 
receipt. ....... _. p....... _ 
(6+7+8' c.l.I. penoll. ture pendi • 

lure ture 

9 10 II 12 13 

1984 78961 6580 3039 5610 15229 94190 4537 3624 102351 73496 2572 4250 5819 
1985 82475 6216 3258 6224 15698 98173 5847 3791 107811 80764 2545 5031 6554 
198. 81066 5757 3195 5616 14568 95634 4510 3609 103752 76736 2160 5587 5415 
1987· 83826 6370 3736 6099 16204 100030 5075 3231 108336 81867 2610 6811 6488 
1988· 91299 7146 4257 6333 17736 109035 7752 3396 120183 91234 3576 7913 7500 

198. 
IV 22652 1394 726 2319 4439 27091 1241 926 29258 19995 588 1 367 1 555 

1987· 
I 
II 
III 
IV 

1988· 
I 
II 
III 
IV 

1989· 

20038 
21302 
20849 
21638 

20513 
22565 
21617 
26603 

1474 
1644 
1698 
1554 

1663 
1828 
1913 
1743 

660 
929 

1339 
808 

777 
1041 
1486 

954 

1253 
1382 
1573 
1890 

1511 
1456 
1518 
1848 

3387 23425 1127 
3955 25257 1175 
4610 25459 1115 
4252 25890 1 659 

3951 24464 1804 
4325 26890 1781 
4916 26533 1944 
4544 31148 2223 

876 25427 
797 27229 
781 27355 
777 28325 

818 27086 
864 29535 
883 29361 
831 34201 

19528 
20508 
20258 
21573 

19684 
23185 
23769 
24597 

572 
673 
670 
694 

715 
831 

1013 
1017 

1467 
1688 
1915 
1741 

1830 
1917 
2210 
1956 

1473 
1529 
1467 
2019 

2041 
1760 
1813 
1886 

I 24909 1884 865 1678 4427 29336 2164 866 32365 24277 753 2081 2147 

Durin. .. rvlcesl .... rI. I........ Trans. CWrreni Tra... Tra... Tra_ Other .. rvI......... I ........ Trans- Currenl 
p .... ~."I." _nl ...... _unt __ nt perl (3-12' .... __ I.... ..._ .. r ....... c_ 

lure. .. .... ~ .. I..... ~ •• (1-10, (2-11' vl_ (20+ .ervI- I.· eth.n, (24+2S 
..... .... ture .... r .ture (4-13, 21 +22, ces _. ... +26, 

(11+12 nnIcu _ (IS+16 _unt ... (8-17, = 
+13, (10+14' pnndi. +17' (19+23)(7-16, (9-18, 

turn 

14 15 I. 17 18 19 20 21 22 23 24 2S 2. 27 

1984 12641 8613711298 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 
198. 13162 89898 11719 5964 107580 4329 3597 -2392 201 1406 5735 -7209 -2355 -3828 
1987· 15909 97775 12617 5860 116251 1960 3760 -3075 -390 296 2255 -7542 -2629 -7915 
1988· 18989110223 15769 6771 132763 64 3570 -3656-1167-1252 -1188 -8017 -3375 -12580 

198. 
IV 3510 23504 2982 1711 28198 2657 806 -641 764 929 3586 -1741 -785 1060 

1987· 
I 3512 23040 2901 1745 27686 509 901 -806 -220 -125 385 -1 774 -869 -2259 
II 3890 24398 3624 1288 29309 794 971 -759 -147 65 859 -2450 -490 -2081 
III 4052 24310 2660 1303 28274 591 1028 -576 106 558 1149 -1545 -522 -919 
IV 4455 26027 3431 1523 30982 65 860 -933 -129 -203 -138 -1773 -747 -2657 

1988· 
I 4585 24269 3882 1919 30070 828 948 -1053 -529 -634 194 -2077 -1100 -2983 
II 4508 27692 3863 1501 33056 -619 997 -876 -304 -183 -802 -2082 -637 -3521 
III 5037 28805 3511 1503 33819 -2151 900 -725 -296 -120 -2272 -1567 -620 -4459 
IV 4859 29456 4514 1848 35818 2007 725 -1003 -38 -315 1692 -2291 -1017 -1617 

1989· 
I 4982 29259 4375 2182 35815 632 1130 -1216 -469 -555 77 -2211 -1316 -3450 



6.2 CAPITAL ACCOUNT! Mill. FIM 

D"'ng DI ..... .-.. Long _ __at. t .......... ' ....... DI ..... ~ Lon.. _............. Long • 
pe"''' .......... .. II • •• .. I ......... ..... .. .. .. -

_ntln I_at- CoIoIraI ......... Othon ToIaII other 10.... ..... I........... ....... Ion .. capital 
.................. _1 .... (3+4 ..... ..na ......... _nI ....... 10... ..na _unl ................... +., .. _ ...... 1 ........ len. capital (.-13, 

capital (1+2+ capital (9+ 10+ 
6+7' 11+12, 

1 2 3 4 S • 7 8 9 10 11 12 13 14 

1984 324 1492 2598 2861 1090 6549 68 8433 2479 408 1682 -1960 2609 5824 
1985 392 4264 1556 1489 442 3487 140 8283 2073 1329 -1313 1026 3115 5168 
1986 1627 646 -63 5935 -482 5390 87 7750 3641 2347 -381 702 6309 1441 
19.7" 424 1429 2284 5700 2526 10510 91 12454 3741 3294 158 3103 10296 2158 
1988" 835 -182 -1690 9796 9076 17182 85 17920 7845 1 307 675 1899 11726 6194 

198. 
IV 1212 48 47 2237 -245 2039 52 3351 1207 -82 -141 170 1154 2179 

1987" 
I 134 357 1638 1755 874 4267 79 4837 779 1076 261 2486 4602 236 
II 215 357 -443 1529 1260 2346 -55 2863 934 1 339 -144 55 2184 680 
III 24 357 -1019 945 549 475 12 868 682 519 106 82 1389 -520 
IV 51 358 2108 1471 -157 3422 55 3886 1346 360 -65 482 2123 1764 

198." 
I 64 6 -857 361 3230 2734 89 2893 997 245 6 572 1820 1073 
II 301 -212 1171 2356 1599 5126 -42 5173 2996 344 180 431 3951 1222 
III 88 -43 -1571 3011 885 2325 -19 2351 1661 375 89 380 2505 -154 
IV 382 67 -433 4068 3362 6997 57 7503 2191 343 400 515 3449 4054 

1989" 
I -171 713 -141 5951 2199 8009 42 8593 1442 1680 1395 1057 5574 3019 

... ........ ......................... .............. Other ....... o-nII a..,.. 
........ ..... 1 ..... 1............... roceI.... ................ len. ....... 1 ......... 1 Of which. 

................ ..na ....... ................ .._ capital _I. ....k'. 
I ......... propay- capital ........ ........,.. ... ltal ca ...... acco.nt _ forol .. c:.-rt- 11 ... 
..... ....... 0(16+17' .. _. ...... (19+20, .... ) ..... (18-21+ _ .... I.... .._. 

.......... ........ ................ .......... 22, ............. _ ..... 
............... ......... ........... (1.+23'_ .... . 

I......... (26+27' 

IS I. 17 18 19 20 21 22 23 24 2. 2. 27 

1984 5730 16080 944 17024 13614 -2811 10803 -2676 3545 9275 -9275-10142 867 
1985 651 6890 350 7240 323 1732 2055 -2092 3093 3744 -3744 -3729 -15 
198. -2387 6019 -3796 2222 9933 -92 9841 2075 -5544 -7930 7930 11 678 -3748 
1987" -5757 19324 -665 18659 -7343 -183 -7526 -4692 21493 15736 -15736 -17817 2081 
1988" -6386 10695 -1161 9535 5970 453 6423 3457 6569 183 -183 -517 334 

198. 
IV 3257 1571 -1609 -38 230 -31 199 -2339 -2576 681 -681 117 -798 

1987" 
I -2023 3682 1076 4757 -5911 -118 -6029 -2527 8259 6236 -6236 -7020 785 
II -1401 7667 82 7748 1510 -118 1392 1281 7638 6237 -6237 -5569 -667 
III -1439 8738 -355 8383 3494 27 3521 -2787 2076 637 -637 -2407 1771 
IV -893 -763 -1468 -2230 -6436 27 -6410 -659 3520 2627 -2627 -2820 193 

198." 
I -1911 6501 -1602 4899 2966 -802 2164 1516 4251 2341 -2341 -1295 -1046 
II -2300 11731 539 12270 4363 -802 3561 -1692 7018 4718 -4718 -4662 -57 
III -4613 -547 803 256 3405 1029 4434 1703 -2475 -7088 7088 6337 751 
IV 2438 -6990 -901 -7890 -4764 1029 -3735 1929 -2226 212 -212 -897 685 

1989" 
I -431 8165 -52 8113 4016 -540 3476 -2386 2251 1820 -1820 -1372 -449 S15 



6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS I Mill. FIM 

End.1 Lo ......... n ... lnll .. LoIItI---· Lo .... 
pori ... Ionn 

DIroct ....... L ... I0_ ....... 0tII0r Total DIroct ...... ...... 0 ...... Total ...... 
I_do fon. ..... (1+2+ Iftftd- 10lio ..... I_s. (9+10+ not 
....... 1 .. ~ ... eo-.li .......... Oth.... IoItII Ionn .+7, _ I_do _pori ...... 11+12, (8-13, 
.... 1 ........... .- I .... (3+4+.' ........ , ......... _ ........... pI .... 

.......... ... _1 ....... ..... .. 
1 2 3 4. S • 7 8 9 10 II 12 13 14 

1984 2905 2013 24928 5960 37227 68116 512 73546 8689 1021' 8920 2097 20727' 52819' 
1985 3274 6313 25678 6410 34276 66364 652 76603 10524 2350' 6539 3053 22466' 54137' 
198. 4892 7420' 26292 11 992 32044 70330 739 83381' 13727 4697' 5649 3685 27758' 55623' 
1987· 5285 7099 27861 17365 33088 78314 830 91527 16651 7991 5240 6618 36500 55027 
1988· 6424 7251 26011 27427 41787 95227 915 10981724429 9298 6688 8555 48970 60847 

198. 
IV 4892 7420 26292 11992 32044 70330 739 83381 13727 4697 5649 3685 27758 55623 

1987· 
I 5018 7777 27391 13472 32074 72939 818 86552 14191 5773 5648 6105 31717 54835 .. 5229 8134 26862 14991 33280 75132 763 89258 15098 7112 5513 6164 33887 55371 
III 5243 8491 25627 15825 33511 74963 775 89472 15633 7631 5571 6229 35064 54408 
IV 5285 7099 27861 17365 33088 78314 830 91527 16651 7991 5240 6618 36500 55027 

1988· 
I 5308 7105 26637175943588480114 919 93446 17538 8236 5250 7183 38207 55239 
II 5410 6893 28390 20464 38230 87083 877 10026320928 8580 5629 7712 42849 57414 
III 5521 6850 27007 23707 39278 89993 858 10322222521 8955 5752 8122 45350 57872 
IV 6424 7251 26011 27427 41787 95227 915 10981724429 9298 6688 8555 48970 60847 

1989· 
I 6233 7945 25357 32799 43289101448 957 11658325355 10978 8025 9590 53948 62635 

...... • he,........, ..... 111 .. 
__ nn_' • 

Short· ...... D .... D .... 
pori'" Ba.k .. Short- 'IN'" Totol Bank 01 Short· 'INdo ToIoI 

..... not .... Ie. 01 .. .. Ic. 
.... 1,· (14+23' pay- which • ..... .......... · ...... n.. • ..... (15+1 .......... ·.lonn ............ (19+20 III ... ..._ •• repay-

... _ WIIIo. _.. +17' .~ ...... .... +21' not ....... 
Ionn II .............. 1iIor I.. 10_ .uIiIo ....... !hor (18-22, 
Io8ItIu ............ 1oIIItI .. ............... --. 

15 I. 17 18 19 20 21 22 23 24 2S 2. 27 

1984 4562 55695 17988 78245 22912 42068' 13083' 78063' 182' 53001' 11586 4613 11.3 
1985 4070 51374 17474' 72918' 25183 36208' 18450' 79841' -6922' 47215' 11287 4808 10.5 
198. 3455 56881 14483' 74819' 16613 46141' 19279' 82034' _7215' 48408' 13462 6018 13.0 
1987· 3362 73132 16898 93392 31134 38798 18060 87993 5400 60427 14203 6516 13.1 
1988· 3341 83828 15157 1 02 327 32037 44768 20691 97497 4830 65677 14573 6479 12.6 

198. 
IV 3455 56881 14483 74819 16613 46141 19279 82034 -7215 48408 3737 1890 12.8 

1987· 
I 3521 59536 17323 80380 22482 40231 19092 81 805 -1425 53410 3203 1411 12.6 .. 3490 67208 17719 88417 28680 41741 19700 90121 -1704 53667 3994 1496 14.7 
III 3607 75547 18654 97808 29291 45235 19478 94004 3804 58212 2771 1217 10.1 
IV 3362 73132 16898 93392 31134 38798 18060 87993 5400 60427 4236 2392 15.0 

1988· 
I 3467 79633 14073 97173 33515 41764 18491 93770 3403 58642 3870 1773 14.3 
II 3177 91364 14651 109193 39025 46127 17439102591 6602 64016 3390 1289 11.5 
III 3539 90817 16765 111118 32750 49532 20292102573 8545 66417 3816 2230 13.0 
IV 3341 83828 15157 102327 32037 44768 20691 97497 4830 65677 3497 1187 10.2 

1989· 
516 I 3278 91992 15940 111211 33376 48 784 20 11 0 1 02 270 8940 71575 3467 1232 10.7 



6.4 FINLAND'S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, MllLFIM ....... Lollplenn n.1IIIIIIu ...... ... nn_l. Lons· ........ ..nn 
eo .......... n •• cI .. eon .... 1 Loc .. Total eo ........ ""-1.1 eo ..... 1 0Ih ... Total H.IoII. __ I ...... • 

a- s- 11+2+3+4' ..... , 1 .... - s- 16+7+_ IH •• ,not ..... ... nt .... I ..... .... I +9, 15-10, 

2 3 4 5 6 7 8 9 10 II 

1984 34012 13366 25440 728 73546 17624 1243' 1678 182 20727' 52819' 
1985 35709 13980 26330 585 76603 17102 3131' 1955 279 22466' 54137' 
1986 35671' 20169 27031 509 83381' 19209 5721' 2309 520 27758' 55623' 
1987· 35593 26734 28691 511 91527 23377 9740 2653 730 36500 55027 
1988· 41263 41128 26926 499 109817 31037 12977 3101 1855 48970 60847 

1986 
IV 35671 20169 27031 509 83381 19209 5721 2309 520 27758 55623 

1987· 
I 36001 21860 28209 481 86552 19729 8958 2458 572 31717 54835 
II 37201 23960 27625 474 89258 21371 9431 2465 621 33887 55371 
III 37293 25240 26402 538 89472 22571 9297 2519 677 35064 54408 
IV 35593 26734 28691 511 91527 23377 9740 2653 730 36500 55027 

'988· 
I 37289 28097 27556 506 93446 23616 10717 2851 1023 38207 55239 
II 39035 31460 29267 503 100263 27172 11469 2887 1322 42849 57414 
III 39381 35469 27865 506 103222 28974 11845 2938 1594 45350 57872 
IV 41263 41128 26926 499 109817 31037 12977 3101 1855 48970 60847 

'989· 
I 41774 47978 26314 515 116583 32275 16375 3299 1999 53948 62635 
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7. FOREIGN TRADEl 
7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT 

THE TRADE BALANCE, Mill. FIM VALUE AND TERMS OF TRADE, 1980-100 

......... Velu_ U.lt_lu. ,..-.et 
Du ... n. .......... I ......... .... - tra". ........ ....... c.I.' • (1-2) Ixp .... I ..... rt. Ix ...... I ..... rt. 

I 2 3 I 2 3 4 • 
1984 80904 74682 6222 1984 114 98 134 131 102 
1985 84028 81520 2508 198. 115 104 138 135 102 
1986 82579 77601 4978 1986 116 110 135 121 111 
1987 85516 82807 2709 1987 117 119 138 119 116 
1988' 92902 92118 784 1988' 121 130 145 122 119 

1988' 1986 
lune 6709 7657 -948 IV 128 115 136 121 112 
luly 6404 7014 -610 

Auw· 7198 8332 -1134 1987 

Sept. 8406 8645 -239 114 113 136 120 113 

Oct. 8587 8351 236 II 120 120 137 119 115 

N_. 9904 8113 1791 III 116 116 140 121 115 

Dec. 8514 8354 160 IV 119 126 140 119 117 

1988' 
1989' I 113 114 140 120 117 
I.n. 8261 8248 13 II 123 133 141 121 117 ..... 8251 7598 653 III 113 134 147 123 119 
March 8803 8699 104 IV 136 137 150 124 121 
April 8931 8344 587 
May 7678 8647 -969 1989' 
lune 7148 8037 -889 I 123 132 156 128 122 

7.3 FOREIGN TRADE BY MAIN GROUPS, Mlll.FIM 

D ........ ........ lty In ......... '.e.lt. Imp .... lty use et ....... c.I.' • ......... -_ .. P .... r Che .. lc.1 Metal ..... 0 ...... -- C ......... I. .. .... he ........ Oth.r 
I ... ulry 1 ..... 1ry I ... ustry _ •• _ ... ng ...... ............ ......... .. .... 
preduct • ....... u ... ....... uct. Inlluslly ,exd. Iultricanl. Inv •• tm_ 

Ce __ r 

....... uc .. cru ..... ) ...... ...... 
2 3 4 • 6 7 8 9 10 

1984 7145 23573 10176 22998 17012 35162 16900 10993 11454 173 
1985 6728 25030 9803 24412 18055 38676 17770 11675 12967 432 
1986 6947 24600 7858 26115 17059 39292 10070 12898 15069 272 
1987 7470 27058 7770 26230 16988 40961 9619 14138 17478 611 
1988' 7567 30474 8450 29225 17186 45934 7389 17274 20828 693 

1988' 
lune 626 2270 599 1889 1325 3734 729 1588 1578 28 
luly 537 2340 628 1758 1141 3385 643 1334 1576 76 
Auw· 545 2649 647 1920 1437 4120 732 1457 1954 69 
Sept. 611 2865 781 2503 1646 3990 852 1939 1853 11 
Ocl. 690 2751 800 2749 1597 4168 632 1577 1922 52 
N_. 686 2851 730 3972 1665 4227 492 1369 1858 167 
Dec. 751 2788 799 2673 1503 4154 586 1704 1701 209 

1989' 
I.n 600 2578 810 2645 1628 4348 408 1519 1893 80 ..... 604 2621 832 2704 1490 3830 515 1315 1912 26 
March 624 2953 760 2775 1691 4363 569 1496 2248 23 
april 661 2728 673 3309 1560 4095 532 1624 1962 131 
M.y 669 2714 634 2198 1463 4162 689 1829 1840 127 

518 lune 598 2519 587 1993 1451 3931 602 1784 1706 14 



7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES 
",1.n_oI Ix..-., I ...... I .. po"', c.i.l. 
counlrJ' 

1988 1989" 1988 1989" 
.. _u.ry-May ".nu.ry-May 

MHI."M Porc_ .... Mill. PlM Porc_ .... ... - ............. 
tho_ 

MIII.FlM Pore ........ MID. FIM Porco_ .. ... - ..... ........ 
th.c ...... ........ 

p ........ th. prowI-,. .... 
........ 

""",., tho 
prowl ... ,... 

I 2 3 4 5 6 7 8 

All OECD c.untri •• 69766 75.1 31658 13.0 71 296 77.4 32788 15.9 

OECDEurape 60456 65.1 27163 10.4 57589 62.5 26459 16.0 

Of which: 

Austria 940 1.0 457 22.2 1140 1.2 491 11.8 

Belgium 
and Luxembourg 1830 2.0 869 8.5 2332 2.5 1180 30.1 

Denmark 3292 3.5 1407 0.6 2699 2.9 1215 13.0 

France 4954 5.3 2289 5.5 3757 4.1 1633 7.3 

Federal Republic 
of Germany 10089 10.9 4441 8.2 15540 16.9 7294 16.6 

Italy 2520 2.7 1314 24.6 4095 4.4 1929 17.4 

Netherlands 3394 3.7 1652 18.2 2988 3.2 1329 8.0 

Norway 3243 3.5 1198 -14.1 2182 2.4 986 13.0 

Spain 1447 1.6 749 30.1 1023 1.1 467 12.3 

Sweden 13172 14.2 5996 16.8 12269 13.3 5666 20.5 

Switzerland 1594 1.7 675 -3.1 1718 1.9 725 10.9 

United Kingdom 12120 13.0 5313 12.5 6220 6.8 2754 13.9 

OIh •• OECD 9310 10.0 4495 31.3 13707 ·14.9 6330 15.4 

Of which: 

Canada 1125 1.2 601 58.2 658 0.7 357 53.9 

Japan 1681 1.8 855 33.5 6799 7.4 3175 11.4 

United States 5361 5.8 2473 23.8 5820 6.3 2643 16.0 

CMEAc.u ....... 15408 16.6 7167 11.5 13553 14.7 5657 18.3 

Of which: 

Soviet Union 13910 15.0 6457 9.1 11153 12.1 4541 15.7 

o.v.Iopln. c.untrl •• 6990 7.5 2741 5.4 6068 6.6 2693 22.4 

OPEC countrl .. 1486 1.6 602 13.2 589 0.6 177 -21.0 

0Ih0r 5504 5.9 2138 3.3 5479 5.9 2516 27.3 

OIhor •• untrl •• 738 0.8 359 183.4 1201 1.3 398 7.7 

TOTAL 92902 100.0 41924 12.8 92118 100.0 41536 16.5 

Of which: 

IICeou ...... 41117 44.3 18687 11.1 40103 43.5 18473 15.0 

EnA •• u ....... 19088 20.5 8373 9.2 17397 18.9 7940 18.2 

IThe 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, MILl. FIM. 1985 PRICES 

(seasonally adjusted figures) 

P ...... ::=::: FI ..... ella .... De_dc l"Port• Import • GDP 
........... nt Instoclrs. --.. (6+7-8' 

Incl ............. (1+2+3+4+5' 
PIIv ... Public Prlv'" Public .. ....-cy 

2 3 4 • • 7 8 9 

1984 176038 64872 67584 10202 -2647' 316049' 96993 88857 324185' 
1985 181664 68218 69599 10453 1772' 331706' 98173 94893 334986' 
198. 189113 70325 69328 10738 810' 340314' 99498 97795 342017' 
1.87" 199981 73458 72761 11654 2246 360100 102127 106568 355659 
1.88" 210071 75453 79850 12049 9301 386724 106124 118772 374076 

1.8. 
IV 47709 17902 17540 2764 -1338 84577 27060 24740 86897 

1.87" 
I 48801 18078 17794 2860 618 88151 25249 26313 87087 
II 49839 18284 18343 2765 671 89902 25452 25943 89411 
III 50046 18484 17989 3072 -216 89376 26130 26755 88751 
IV 51295 18612 18635 2957 1173 92671 25296 27557 90410 

1.88" 
I 51773 18618 19099 2924 1040 93453 25948 27697 91705 .. 51982 18784 19578 2917 2942 96204 25974 29363 92815 
III 52988 18960 20560 3145 3090 98743 25835 31171 93407 
IV 53328 19090 20613 3063 2228 98323 28367 30542 96149 

1.8." 
I 53277 19173 20604 2933 2941 98928 28648 31617 95959 

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1985-100 
(seasonally adjusted figures) 

Po ..... 
Iotal MInIng .... M .............. .....-.. M ........ Other ... ...,. .... 

In .... t..,. 'Iua...,.. ... po ..... _ •• _rlng _nulaclerlne ........ pply 
In"ustrlo. i ............ 

(100.0, (I •• , (87.9, (1 •• 5, (30.0, (41.4, (10.5, 

2 3 4 • 6 7 

1984 96.1 118.7 96.6 101.7 92.5 97.5 111.2 
1.8. 100.4 99.8 100.4 100.1 100.6 100.3 100.2 
1.8. 101.9 102.8 102.0 102.3 103.0 101.2 100.4 
1.87' 107.2 99.9 107.2 106.5 110.2 105.4 107.8 
1.88" 111.1 110.6 111.2 114.5 114.8 107.3 110.3 

1.88" 
MIIy 110.4 127.2 110.6 109.5 113.3 109.1 106.4 
.lu_ 111.8 134.0 111.5 113.0 115.8 107.8 110.3 
.luIy 108.9 108.0 110.8 110.9 119.6 105.3 96.5 
Aug. 110.0 98.6 109.9 113.0 113.6 106.0 112.3 ...... 112.8 106.9 112.9 116.9 118.3 107.5 111.2 
Oct. 113.4 105.0 113.3 118.3 118.3 107.6 114.5 
Nov. 114.8 116.4 113.9 120.9 119.6 106.7 120.5 
Dec. 113.7 120.8 112.1 120.6 116.2 105.1 123.4 

1.8." 
.Ian. 113.0 119.8 114.6 121.3 121.5 106.5 102.9 ..... 114.5 114.6 115.9 120.0 120.5 111.1 103.9 
March 115.0 119.2 116.1 120.6 122.3 108.5 106.2 
April 112.9 113.6 113.0 123.6 119.7 104.3 112.9 

S20 May 116.2 127.1 116.3 121.6 121.5 110.7 112.9 



8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100 
iseasonally adjusted figures) 

Perl.d VoIu •• " VoIu ... " VoI_ .. 01 which: I .. polts" M.nthly 
whol._I. ....... 1 c ............. I.v.at_nt I ....... ....... ....... .lloulldln .. • N .... ntlal InII ......... Othor ...... ..GDP 

Ioulldln •• .. ull ...... Ioull .... 

1 2 3 4 • 6 7 • 
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 95.6 89.0 101.0 102.6 114.3 106.3 
1988· 117.0 113.2 108.6 106.0 113.4 110.6 135.0 110.1 

1988· 
April 116.3 108.7 107.9 
May 111.8 114.7 109.6 
.I_e 115.8 111.1 109.7 
.Iuly 117.2 110.5 110.0 
Au •• 118.3 116.6 110.9 
Sept. 122.4 111.2 111.6 
0.1. 120.0 115.3 111.3 
N_. 118.5 117.6 112.9 
Dec. 122.5 114.7 112.2 

113.7 112.5 105.7 92.6 115.3 116.2 111.6 108.4 
II 114.6 111.5 105.2 102.2 106.8 112.6 140.7 109.1 
III 119.3 112.8 108.7 110.3 107.4 103.3 142.6 110.8 
IV 120.3 115.9 114.9 118.9 123.8 110.5 146.5 112.1 

1989· 
.Ian. 116.7 121.6 113.1 ..... 124.1 118.4 112.6 
Manh 124.6 121.8 113.0 
April 118.1 117.5 113.1 

121.8 120.6 121.0 120.8 134.7 106.0 133.9 112.9 
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8.4 WAGES AND PRICES, 1985=100 

... "'.d I __ Con- Bule P .... • Build· 
01-•• ByHClon .u_. pII .. By .... ln "'P"''' By_ikotin. I .. ..... pII .. 1 .... - I ....... .... ... 1 _ony PIhaIo 

ConIMI ...... 1 N ... Indo. for D_ .. lmperlo for Indo. -. Total Of wloi.ha.-m • .-m· c:,1 do ....... tic .d .. •• u· ........ H._ 
I ... Ma ....... • mont _nt _II. -pply ...... ... ....... "'n. .d _r-

Iu"'n. lution. .-. kot 
(5IC3, .... 

I 2 3 4 • • 7 8 9 10 II 12 13 14 

1984 92.4 92.0 92.9 92.7 93.0 92.0 95.1 95.3 94 . .8 97.1 96.0 9.8.1 95.1 94.6 
198. 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 
198. 106.9 106.6 106.2 106.6 107 . .8 107.2 102.9 97.0 9.8.6 91.0 96.5 96.7 96.4 104.3 
1987' 114.4 114.5 113.4 115.7 113.3 115.2 107.2 97.9 100.2 .89.3 97.3 9.8.1 96 . .8 109.1 
1988' 124.7 124.5 122.7 12.8 . .8 122.5 127 . .8 112.6 101.5 104.9 .89.1 101.7 103 . .8 100.7 116.3 

1988' 
.Iuno 112.9 101.3 104.7 .89.1 101.1 103.1 100.2 116.6 
.Iuly 112.9 102.0 105.4 89.6 102.1 104.3 101.1 117.0 .... 113.1 102.4 105.8 90.3 102.7 105.5 101.4 117.5 
Sopt. 114.2 102.4 105.7 90.0 102.9 105.7 101.5 118.7 
Oct. 114.3 103.2 106.9 89.7 103.8 107.0 102.3 119.2 
N_. 114.5 103.5 107.2 .89 . .8 103.9 106.9 102.5 119.8 
Dec. 115.4 104.0 107.7 90.5 104.3 107.4 102.8 119.9 

118.8 118.4 116.9 122.7 117.1 121.8 110.1 99.5 102.7 87.7 99.5 100.4 99.1 112.0 
II 125.3 125.1 123.4 130.1 122.7 129.1 112.2 100.7 104.0 88.9 100.7 102.4 99.9 115.9 
III 126.2 126.1 124.0 130.2 124.0 129.2 113.4 102.3 105.6 90.0 102.6 105.2 101.3 117.7 
IV 128.4 128.4 126.5 132.0 126.0 131.1 114.7 103.6 107.3 90.0 104.0 107.1 102.5 119.6 

1989' 
.I.n. 116.0 104.8 108.4 91.7 105.2 108.4 103.6 121.6 ..... 116.6 105.5 109.0 92.4 105.8 109.6 103.9 121.9 
March .. 117.9 105.9 109.3 93.4 106.3 110.2 104.4 123.4 
April 119.1 107.0 110.6 93.6 107.1 109.9 105.8 124.3 
May 119.5 107.4 111.3 93.2 107.8 110.1 106.6 124.9 
.Iune 120.6 107.4 111.4 92.6 107.9 110.4 106.8 124.6 

131.3 131.0 130.1 134.8 130.0 133.9 116.8 105.4 108.9 92.5 105.8 109.4 104.0 122.3 

I Preliminary figures for columns 1-6. 
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8.5 LABOUR, EMPLOYMENT AND UNEMPLOYMENT IseasonallyadiustedfiguresJ 

Period ....... ur Labour ToMI 
U __ • 

U_· 
Ioreo fereo o .. pIoy- .y Indoo.tIiaI sta ... .yl .... 1Ptry pIoyod ~I 

partiel. - ralo 
pall- (4+5. Solf- .... .. ri· Industry Con. Someo 

raID = -ployod .... cui ... .tructlon In ... 
_0"11 16+7+8+9. .. ...,. ..... trios 
15-74 •• .,..n ferostry 

year 0"" 
'110 1000l!!r .... '110 

2 3 4 5 6 7 8 9 10 II 

1984 68.9 2546 2414 378 2035 294 600 183 1337 132 5.2 
1985 69.2 2566 2437 361 2076 280 597 178 1380 129 5.0 
1986 69.1 2574 2431 359 2071 266 589 185 1391 138 5.4 
1987 68.6 2554 2423 372 2051 251 569 184 1419 130 5.1 
1988 68.4 2546 2431 368 2062 238 553 188 1452 116 4.5 

1988 
M.y 68.3 2540 2415 369 2046 243 546 178 1449 125 4.9 
.Iune 68.7 2557 2440 368 2072 232 552 195 1462 117 4.6 
.Iuly 68.5 2547 2431 366 2065 229 552 200 1450 115 4.5 
Aug. 68.0 2531 2409 354 2055 245 562 174 1428 121 4.8 
Sept. 68.4 2545 2438 368 2070 231 538 201 1468 107 4.2 
04t. 68.7 2554 2448 375 2072 225 544 201 1478 106 4.1 
N_. 68.6 2553 2438 360 2077 231 559 166 1481 115 4.5 
Dec. 68.2 2539 2436 370 2065 234 550 196 1456 103 4.1 

1989 
.I.n. 69.0 2567 2479 370 2109 224 553 204 1497 88 3.4 
.elt. 69.1 2573 2483 368 2115 236 548 182 1517 90 3.5 
M.rch 68.0 2530 2444 364 2081 232 553 215 1444 86 3.4 
April 69.2 2579 2487 377 2110 234 544 207 1503 91 3.5 
May 69.6 2592 2505 361 2145 224 585 188 1508 86 3.3 
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE 
AND FINANCIAL BALANCE,Mlll. FIM, CASH FION BASIS 

DU .. :: ..... nu. Expe.dlture ..... 
Direct In ..... ct Oth ... O .... r ........ ... ...... .... ...... Tolal Cen· TrIo .. • _. _. Ia_. _n .. ........ II ... - ..... .. -.- _ ...... n Of which • 

_d a_ ..... 1 ............... ('7+8' .1 .. ..od 
.Imllar ......... .. _d ....... ..... 1 ..... Loc.1 Oth.r ...... - actI-. .,. ... ........ .- .... 

(1+2+3+4' ..... (5+6, m.n. m_lc 
•• ct.r. 

2 3 4 S • 7 8 9 10 11 12 13 

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 
198. 28079 51733 323 11640 91774 2209 93983 14744108727 26354 52845 23215 28 1 31 
1987 29454 57312 455 12437 99658 2482 102139 17484 119623 29419 59498 26456 30964 
1988 35339 66348 473 13629 115789 2557 118346 12809131154 32266 655022975733108 

1988 
april 3203 4517 44 1122 8886 85 8971 2089 11060 2341 4958 2682 2141 
May 2659 5470 21 1787 9936 302 10238 834 11072 2760 6409 2640 3405 
Jun. 2994 5733 46 1012 9785 132 9917 1490 11407 2842 5368 2755 2376 
July 3488 5896 35 871 10290 70 10360 109 10469 3191 4617 2370 2090 
Aug. 3333 6295 62 1022 10712 488 11200 589 11789 2607 5279 2361 2801 
Sopt. 2811 5242 23 896 8972 145 9117 1667 10784 2665 4689 2359 2211 
Oc •• 3052 5247 41 1294 9634 234 9868 657 10525 2759 5088 2487 2451 
N_. 2900 6315 45 1277 10536 394 10931 355 11286- 2753 6717 2711 3846 
D.c. 3116 7486 57 1555 12214 537 12751 1031 13781 3012 5193 2542 2142 

1989 
.I.n. 3090 5482 1 1180 9754 6 9760 2764 5635 2433 3066 ..... 2792 6185 86 824 9887 67 9953 2708 6177 2464 3446 
March 3375 5613 37 1014 10040 1713 11754 2736 5297 2589 2413 
Ap .. 1 3881 6221 36 1266 11405 63 11468 2911 6055 3337 2532 

Duri:: Ixpendllure FI __ I.I ........ 
p.ri 

Fixed Oth.r l ..... ndI ........ E ..... ndl. ... Total ...... .... Nel ea ... 
I ........ ...... ndl. lure ..d lure d_ .... ............ en •• ....... ....... -m ... lure ........ ....... ..... re .1 ..... lure, ...... _I ... _In. plu • 

R_n- a._· red_po - (18+19, phi. ...... Ire· ...... Ire • (9-20, 
.i .. cia, II ... d .... (5-16, m.n. _ .. 

......... Jan., . .. - (7-1., (7-20, 
•• 11 ... _. d .... 

(10+11+ (16+17' 
14+15, 

14 IS I. 17 18 19 20 21 22 23 24 

1984 5455 4220 76162 4717 80878 5552 86430 -590 -3412 -8964 1788 
1985 5700 4936 84739 4982 89722 7682 97404 -449 -3361 -11043 145 
198. 6111 5058 90368 4913 95281 10541 105822 1406 -1298 -11839 2905 
1987 7089 4732 100738 5672 106410 9880 116289 -1080 -4270 -14150 3334 
198. 7565 5614 110946 6529 117476 10956 128432 4842 870 -10086 2723 

1988 
april 492 617 8407 341 8747 674 9421 479 224 -450 1639 
May 690 760 10619 623 11242 1044 12286 -684 -1004 -2048 -1214 
.Iu_ 660 317 9186 603 9789 818 10607 598 128 -690 800 
July 568 112 8487 467 8954 787 9741 1803 1406 619 728 
Aug. 609 478 8972 450 9422 1177 10599 1740 1778 601 1190 
Sept. 772 445 8570 1623 10193 866 11059 402 -1076 -1942 -275 
Ocl. 642 558 9047 483 9531 672 10203 587 337 -335 322 
N_. 645 199 10313 428 10741 1594 12335 223 190 -1404 -1049 
Doc. 811 208 9224 316 9540 708 10248 2990 3211 2503 3533 

1989 
.I.n. 580 743 9722 681 10403 32 -643 -1524 
F .... 501 288 9675 557 10232 212 -278 -912 
March 620 645 9299 1845 11143 742 610 748 

524 Ap .. 1 544 941 10451 379 10830 954 638 -875 



NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION 

GENERAL 

Source 
Unless otherwise stated, the source 

or compiler of figures is the Bank of 
Rnland. 

Symbols used 
• Preliminary 
r Revised 
o 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. 

NOlES AND IEXPLANAIIONS 10 
'ABLES 

I tHE BALANCE SHEET OF tHE 
BANK OF FINLAND 

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 Rnland (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 depos­
its + export deposits + other liabilities to 
corporations - bonds - other claims on 
corporations. 

2 ..... U. OF IWAAIID'5 
~ MARKET OPERATIONS 
AND ..... FORWARD 
EXCHANGE MARKET 

TallIe 2.1 Money market instru­
ments (Columns 1-3) denote bank cer­
tificates of deposit, Treasury bills and 
banks' fixed-term deposits with the 
Bank of Rnland. Matured money 
market instruments, net, comprise both 
purchased and sold instruments. 

TaWe 2.3 Bank CDs held by the 
Bank of Rnland (Column 2) include 
term credits. Holdings of CDs issued by 
the Bank of Rnland (Column 5) include 
term liabilities. 

3 RA1IS OF INIIREST 
,...... 3.1 HEUBOR (Helsinki 

Interbank Offered Rate) (Columns 2-5): 
The HELIOOR rate for each maturity is 
calculated by the Bank of Rnland as the 
average of the offered rates for certifi­
cates of deposit quoted daily at 1 p.m. 
by the five largest banks. 

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

TallIe 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. 

TallIe 3A Lending. 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 arithmetic averages of monthly ob­
servations. As from January 1989, Pos­
tipankki Oy has been included in the 
calculation of the average rate on the 
commercial banks' outstanding stock 
of 10ansDeposits. The rates of interest 
applied to deposit accounts (Columns 
7-9) are the rates of interest applied to 
standard tax-exempt deposit accounts 
as agreed upon between banks. The 
average rate of interest on the stock of 
regulated deposits (Column 10) 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 ac­
counts, deposit accounts with a 
cheque faCility, savings and ordinary 
deposit accounts, other time deposit 
accounts and taxable investment ac­
counts. The average rate of interest on 
unregulated deposits (Column 11) 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. 

TaItIe 3.5 Secondary market 
rates. The long-term unregulated 
market rate (Columns 1 and 2) is calcu­
lated by the Bank of Rnland 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 govemment bonds (Column 
3) is the effective annual yield, calculat­
ed as the arithmetic mean, on fixed­
rate government bonds with a remain-

ing maturity of between 4 and 5 years. 
The rate of interest for taxable public 
issues (Column 4) is the effective annu­
al yield, calculated as the arithmetic 
mean, on fixed-rate ordinary bonds, 
debentures or other bonds (excl. zero 
coupon loans, bonds with equity war­
rants and convertible debentures) 
issued by all issuers except the central 
government with a remaining maturity 
of between 3 and 6 years. Rnancial 
institutions (Column 5): as in Column 4 
for issues by financial institutions incl. 
banks. Corporations (Column 6): as in 
Column 4 for issues by non-financial 
corporations. The rate of interest 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 Rnland calculates 
the yields for columns 3-7 once a week 
on the basis of the trading quotations of 
the Helsinki Stock Exchange. Monthly 
observations are the averages of week­
ly observations and annual observa­
tions the averages of monthly observa­
tions. 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. 

4 RATES OF EXCHANGE 
TaWe 4.2 The weights of the Bank 

of Rnland currency index (Column 1) 
are moving averages of the shares of 
countries in Rnland's merchandise ex­
port and import trade. The index com­
prises 14 convertible currencies. The 
index values are based on the Bank of 
Rnland'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 
Rnland's trade. The index comprises 
14 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. 

5 OIHER DOMESTIC FINANCING 
Ta.... 5.1 Source: The Central 

Statistical Office of Rnland. 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 S25 



(Column 2) consist of lax-exempt time 
deposils held by the public. Investment 
accounts (Column 3) are 1axabIe time 
deposits held by the public. For the defini­
tion of unregulared deposils (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 Netting out is done by the Bank of 
Rnland. 

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. 

TallIe 5.3 Foreign assets, net 
(Column 1) = the Bank of Finland's 
foreign claims + banks' foreign claims 
(incl. claims on banks' foreign 
branches) - the Bank of Finland's for­
eign liabilities - banks' foreign liabilities 
(incl. liabilities to banks' foreign 
branches). Domestic credit Claims on 
the central government, net (Column 2) 
= the Bank of Finland's claims on the 
central government + banks' claims on 
the central government - the central 
government's deposits with the Bank of 
Finland and Postipankki - loans inter­
mediated by banks from state funds. 
Claims on the public (incl. local govern­
ment), (Column 3) - the Bank of fin­
land's claims on the private sector + 
banks' claims on the private sector 
(loans to the public, bonds and deben­
tures (excl. government bonds and 
bank debentures), claims on other fi­
nancial 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 circulation - till mon­
ey held by banks + cheque and postal 
giro account deposits held by the pub­
lic. M2 (Column 7) = M, + quasi-money 
(time deposits held by the public, incl. 
deposits with the Bank of Finland). 

,..... 5.4 Source: State Treasury 
Office. Foreign debt Other bonds and 
debentures (Column 2) are so-called 
private placings. Long-term promisso­
ry notes (Column 3) are bank loans. 
Outstanding lending (Column 10) 
comprises the stock of central loans 
granted from the central government 
budget and from extra-budgetary 
funds. Cash funds (Column 11) com­
prise the cash funds held in central 
government accounting offices, funds 
held in cheque and postal giro ac­
counts, as well as placements of cen­
tral government cash funds. The main 
part of the lalter is reserved for covering 
transferable allocations budgeted in 
previous years (for details, see the 
article "State Borrowing and Cash 

526 ManaQement" bv Pekka Laajanen and 

Pekka Saarinen in the August 1987 
issue of the Bulletin). Transferable allo­
cations amounted to RM 8.1 billion at 
the end of 1988. 

, .... 5.6 Turnover. Source: The 
Helsinki Stock Exchange. Share prices. 
Source: Union Bank of Finland Ltd. 

611A1.A11a OF PAYMEIIIS, 
FOREIGN UABWIIES AND 
A&TS 

, .... 6., The figures for the trade 
and goods and services accounts are 
compiled in accordance with the Sys­
tem of National Accounts. 

TallIe 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. As from the 
June-July 1989 issue of the Bulletin, 
portfolio investment abroad (Column 
10) also includes investments in long­
term bonds and shares by Finnish 
authorized banks. These were pre­
viously included in short-term capital 
exports of authorized banks. Long­
term credits (Columns 3-6): Financial 
loans, import credits and leasing cred­
its. Others (Column 5): Long-term cred­
its of enterprises, financial institutions 
other than authorized banks and local 
government. 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 + pur­
chases of real estate and other acqui­
sitions by private persons + Finland's 
subscriptions 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 corre­
sponding data on changes in the cap­
ital account (Table 6.2). The items in­
cluded 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 6A All 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 mADE 
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. 

TallIe 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 olthe 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 I A. 

8 DOMESTIC ECONOMIC 
DEVB.OPMEtnS 

...... L ' ... 5 Source: Central 
Statistical Office of Finland. Seasonal 
adjustment is carried out by the Bank of 
Finland. 

Table 8.3 The monthly indicator of 
GOP (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 CPI is 1985, while the 
base year of the index shown until end-
1984 is 1981. 

Table 8.6 Source: Ministry of 
Finance. 
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1. GOP, change in volume 
from the previous year, per 
cent 

2. Consumer prices, change 
from the previous year, per 
cent 

3. Unemployment rate, per 
cent 

4. Current account, as a per­
centage of GOP 

5. Fixed investment, as a per­
centage of GOP 



2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES 
AND FORWARD POSITION 
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4. BANKS' CENTRAL BANK POSITION 
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1988 1989 

1. Convertible foreign ex­
change reserves plus for­
ward position 

2. Convertible foreign ex­
change reserves 

3. Tied currencies 

1. Forward exchange pur­
chased by the Bank of Fin­
land from banks 

2. Forward exchange sold 
by companies to banks 

3. Forward exchange sold 
by foreign banks to banks 

1. Gross debt to the Bank of 
Finland 

2. Net debt to the Bank of 
Finland (excl. cash re­
serve deposits) 
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5. OVERNIGHT RATES 
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8. 3-MONTH COVERED EURODOLLAR RATE AND 3-MONTH 
CURRENCY BASKET RATES 
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11. BANK OF FINLAND CURRENCY INDEX 
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14. CHANGES IN THE EXCHANGE RATES OF SELECTED MAJOR 
CURRENCIES 
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15. BANK DEPOSITS FROM THE PUBLIC 
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Monthly changes in markka 
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1. Markka lending 
2. Total lending 
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ous year, per cent 
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17. MONEY SUPPLY 

18. DIRECT INVESTMENT 2837 3144 
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19. CENTRAL GOVERNMENT DEBT 
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20. CURRENT ACCOUNT 
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23. DEBT SERVICE RATIO 
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1. Current account 
2. Long-term capital account 
3. Short-term capital account 
4. Overall balance = change 

in the foreign exchange 
reserves of the Bank of 
Finland 

1. Interest payments 
2. Redemptions 
As a percentage of current 
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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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34. CENTRAL GOVERNMENT FINANCES 
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