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Bank of Finland foreign exchange reserve, 1966-1971
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RECENT DEVELOPMENTS IN FINNISH WHOLESALE AND

RETAIL TRADE

In the 1960's the share of wholesale and
retail trade in total production measured by
GNP at factor cost was 10 per cent on average.
Wholesale accounted for approximately two-
fifths of this. Trade is a labour-intensive sector
of the economy and in the last few years
about 12 per cent of the total labour force has
worked in this sector. During the 1960's the
growth rate of employment in trade was higher
than that of total employment. As a result
of an increase in the number of hours shops
are open, the share in total employment of those
working part-time in retail trade grew from
7 per cent in 1969 to 9 per cent in 1971,

Recently general interest has focused on the
profit margins and the level of earnings within
trade, which are dependent on the develop-
ment of productivity. In 1961—1970 the annual
average increase in productivity in wholesale
and retail trade was 2 % per cent. The growth
of productivity in wholesale trade was roughly
one percentage unit higher than that in retail
trade, but this was lower than that in industry.
Because the proportion of distribution costs in
price of final products tends to increase, efforts
have been made to raise productivity in trade
by expanding the size of operating units and
through rationalization. These measures do
not only cut the prices of products but allow
the level of earnings of those working in this
sector to rise. However, large operating units
require such great investments that the retail
trade is not able to finance them alone. At pres-
ent wholesalers, mainly through their central
corporations, are engaged not only in sales
promotion and training schemes but also in
the development of the retail sales network.
As a result retailers have been granted, apart
from the traditional trade credits, special long-
term credits for the enlargement or moderniza-
tion of their shops or for the improvement of

1 15129—711

their financial position. In the last few years
the distinction between wholesale and retail
trade has also become somewhat blurred.

Clear groupings within wholesale and retail
trade characterize competition within this
sector in Finland. The reason for this can be
found in the high degree of ceniralization
within wholesale trade, which expresses itself
in, for example, standard trading emblems,
sales campaigns and heavy price competition.
This is especially the case in consumer goods
trade. The present grouping was established
in the 1940's, but became more clear-cut and
evident in the 1960's as marked structural
changes in trade began to take place. There
are four groupings within the consumer goods
trade, two of which are co-operative and two
private. In addition, a separate group exists
within import trade.

Although structural changes in trade during
the 1960’s did not lead to a decline in the
number of shops, which hovered around
40 000 throughout this decade, changes took
place in the type of shops owing to evolution
in the functions of trade and the kind of
services offered. The sales of department
stores and small department stores increased
by 122 per cent from 1964 to 1970. Co-
operatives especially have favoured outlets of
this type. The share of supermarkets in the
total sales of foodstuffs will reach 6 per cent
in 1971. The first hypermarkets opened in
Finland this year. Self-service shops now
account for slightly more than one half of
total foodstuffs trade and the share is steadily
increasing. The share of mobile shops in total
retail sales (excl. the sale of alcohol) exceeded
2 per cent in 1970. Structural changes have
centred on general rationalization, such as
centralization of stocks and operations.



WHOLESALERS’ AND RETAILERS’ VOLUME
INDICES FROM 1960 to 1970, 1968 = 100
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A look at sales statistics over the last few years
reveals that the year 1968, which followed the
devaluation, was a poor one in both wholesale
and retail trade. The upswing which started
in the latter half of 1968 was felt in wholesale
and retail trade in 1969 after the usual and
expected lag. Because of the increase in in-
vestment demand, the volume of wholesale
trade went up by 17 per cent. The rapid rise
in real incomes was reflected in retail trade
where the volume increased by 8 per cent,
and sales on motor cars increased markedly.
Trade continued to develop favourably also in
1970. Wholesale trade expanded especially as
a result of significant imports of machinery
and raw materials. On the other hand profit
margins in retail trade in particular fell because
of increasing cost pressure.

In the first quarter of 1971 wholesale and
retail trade as a whole did relatively well,
although the cyclical peak had been passed.
However, the strikes of the winter were re-
flected in the wholesaling of hardware articles
and building supplies. During the second
quarter wholesale trade declined but retail
trade continued to develop favourably. The
structure of retail sales is such that retail trade
reacts more slowly to cyclical changes than
does wholesale trade where investment goods

TABLE 1. WHOLESALE TRADE SALES,
1970—I1 1971

Year and Total Change on the corresponding
quarter wholesale period in the previous year,
per cent
Mill. mk Value Volume
1970
1 4175.3 15.3 9.2
1l 4907.6 201 136
I 4961.3 15.9 111
i\ 5429.2 14.0 10.7
[—IV 19473.4 16.2 1.1
1971
| 4769.3 13.8 9.6
il 5446.0 11.0 6.9

TABLE 2. RETAIL TRADE SALES, 19701l 1971

Year and Total Change on the corresponding
quarter retail period in the previous year,
per cent
Mill. mk Value Volume
1970
l 34493 8.7 5.3
Il 4191.6 9.3 6.1
Hi 41195 10.3 6.8
v 4819.3 8.8 5.3
I—tv 16 5679.7 9.4 5.9
1971
1 3791.0 9.9 6.1
i 4 698.9 121 7.5

are more important. The imposition of a sup-
plementary turnover tax from June 6, 1971
on certain consumer durables increased retail
in May and early June especially. However, a
considerable drop in sales of consumer dura-
bles, of motor cars in particular, was recorded
in June. In the latter half of the year both
wholesale and retail trade are expected to
grow by less than the average rate, mainly
because of weak demand for consumer dura-
bles and investment goods.

September 30, 1971




BANK OF FINLAND

Mill. mk

1970

1971

Sept. 30  Dec. 31

Sept. 8 Sept. 16 Sept.23

Sept. 30

Assots
Gold and other foreign assets
Gold
" Special d'r'awing ri'gﬁts'
" IMF gold tranche
Foreign exchange
~ Foreign bills
Foreign bonds
Claims on domestic banks
Discounted bills
Rediscounted bills
Cheque accounts
Other lending
Inland bills discounted
In foreign currency
In Finnish marks
‘Loans
Other assets
Finnish bonds
“Finnish coin

Curréncy subscription to Finland's quéta"

in the IMF
‘Other claims
i ~ Total

Liabilities
Notes in circulation
Liabilities payable on demand
Forelgn exchange accounts
Mark accounts of holders abroad
Cheque accounts
Treasury

Post 61‘"f-i-<_:"e"Ban"km e e e
Private banks
Other

Other sight Ilablhtles

Term liabilities
Foreign
Domestic
IMF mark accounts
Alfocations of special drawmg nghts
Equalization accounts
Bank's own funds
Capital
""Reserve fund
""" Profits undisposed
“Earnings Tess expenses (Dec. 31, Net
profit)

Total

683 633 o

1809
189
98

1 965

98

190 281

82

686

85
Bt
839
et

5T T

g
266

e
T 119

701

335

1226
98

66
12

ot
3493 "

518
99

1 344

126

94

633

1344

iay
146
e

o

3776

2 381 2334 2 317

2056 205 205

97 e e

268 268 268
1587 1635 1518

88 89 89
36 40 40

407 421 417

573 908 -

- 76i““"“' Tos
163 C 188 161

530 530 530

6T 1s
4292 4299 4310

1273 1285 1294

e

191 207 203
153 179 166

11 11 n
1 045 1044 1044

e T e xR
530 530 530
e

ol

1737 71730 173
408 387 391

672 673 675

0 — 1

193 193 193

5 17 “g

2 311
205
197
268

1510
91
40

882

866

15
372

-
192

743

178

19

530
16
4 308

1322
208
183

600 600 600

32 32 32

42

63
3776

40 41 43
4%2""42% 4310

46
4 308



BANK OF FINLAND Mill. mk
Gold and foreign accounts Treasury
End of e
vear and Gold and on Toreign eig{ﬁ;gge Other Other foraan Claims  Lisbiliiss,  claims
foreign exchange reserve foreign foreign assots on Cheque  on the
exchange and mark (1—2) assets liabilities (3+4—5) Treasury account Treasury
accounts
1 2 3 r 5 6 7 F) 9
1964 974 85 889 76 83 882 9 5 4
1965 861 45 __816" 84 57 843 — 1 1 =2
1966 Tt e o o
1“96'-7 “”701 75 826 98 354 370 —_ 7 4 -1
1968 13563 62 1291 125 34 1382 —354 3 —357
1_96_9“ 1 268”_ 92 1 1 7.6_“. 517 360 1333  —196 4 200
1970 1844 106 1738 639 518 1859 —118 2 —120
1970
June 1586 85 1501 515 3562 1664 —163 1 —164
July 1642 83 1559 451 331 1679 T 160 2 162
A, 1 o8 28 TTeeT " as0 83T 1716 s : o
Sept 1696 78 1618 448 336 1730 —147 3 —150
Oct. 1788 74 1714 431 326 1819 —141 70—
Nov. 1737 85 1652 436 326 1762 —137 62 —199
Dec. 1844 106 1738 639 518 1859 T 118 2 —120
1971
Jan. 1992 76 1916 635 518 2033 —118 2
Feb. 2024 77 1947 631 518 2 060 —115 3
March 2137 86 2051 642 518 2175 —115 14
April 2010 87 1923 647 526 2044 —115 2
May 1888 56 1832 650 526 1956 —108 1
June 2011 B9 1952 "853 526 2079 23
July 2246 81 2165 658 530 2293 43
Aug. 2250 142 2108 652 530 2230 — 98 14
Sept. 2180 192 1988 661 530 2119 —~9%6 0
FOREIGN EXCHANGE SITUATION Mill. mk
Net holdings, Dec. 31, 1970 Net holdings, Aug. 31, 1971 Change
?:ia,:}';:; Other Total ?:mt:; Other Total Aug.  Jan—Aug.
Gold A2 /oo 206 =206 484 + 84
Special drawing rights L 98 197 - 197 - . T8
IMF gold tranche 280 = 280 268 — . 268 - =12
Convertible currencies 1302 -—103 1189 1557 66 1623 — 30 +424
Other currencies. -63 -8 —71 119 -6 126 —70 - 54
Tol 1738 111 1627 2108 60 2168 — 16 +Bd41

4



BANK OF FINLAND Mill. mk
Domestic banks Other

vearand o e Cheaue acoounts NS U o o cncuraton

bills bills accounts ! piiate Post Office (1 +2+3i4 Fnl')nar”(ssh advances ecoggmy

banks 2 Bank —5) (7+8—9)

1 2 3 4 5 6 7 8 9 10 11
1964  — 448 — 16 50 382 78 168 1003
1965 — 64— 12 8 621 76 116 1029
1966  — 915 — 14 17 884 180 193 1106
1967 — 868 — 185 3 678 197 383 524 1052
1968 — 618 107 163 16 546 186 338 1160
1969 — 550 87 93 12 632 192 436 1298
1970 827 9 3 1 4 834 137 246 528 —145 1344
1970
June 590 7 40 4 5 590 151 168 549 —230 1265
Juy 683 4 17 47 6 651 163 169 579 —247 1226
Aug. 664 12 28  — 1 703 162 161 553 —230 1238
Sept. 687 8 23 — 3 715 147 162 651 —242 1228
Oct. 737 8 13 — 3 756 150 156 663 —357 1263
Nov. 818 8 46— 45 827 134 161 674 —379 1279
Dec. 827 8 8 1.4 834 137 246 528 —145 1344
1971
Jan. 731 2 3 — 3 733 123 248 668 —297 1255
Feb. 848 7 1 - 2 854 101 224 720 —395 1280
March 785 1 6 — 18 774 95 208 732 —434 1204
April 856 1 7  — 0 864 93 155 662 —414 1259
May 893 1 4  — O 898 164 155 597 —278 1360
June 877 1 16 — 44 850 209 164 760 —387 1356
July 821 1 7 — 82 767 221 186 870 —463 1341
Aug. 785 — 15 _ 11 789 214 185 912 —B13 1307
Sept. 866 1 15 — 0 882 180 208 918 —530 1322
2 g e rastrve e
SELLING RATES FOR FOREIGN EXCHANGE' Mk

September 30, 1971

New York 1% 4,162 Frankfurt o. M. 100 DM 125.90 Vienna 100 S 17.28
Montreal 1§ 4123  Amsterdam 100 FI 124.00 Lisbon 100 Esc  15.36
London 1 £ 10.340  Brussels 100Fr 8855  Reykavik  100Kr 477
Stockholm 100 Kr  82.80 Zurich 100 Fr 105.40  Madrid 100 Pta  6.03
Oslo 100 Kr  60.70 Paris 2 100 FF Moscow 3 1 Rbl  4.6799
Copenhagen 100 Kr  57.20 Rome 100Lit O 6805 " Clearing dollars4 1 Cl § 4.212

t Rates for New York Moscow and Clearmg dollars are offlc:al others unoff|c1al
2 75.35 commercial rate; 77.25 financial rate.

3 Clearing account: alsc Bucharest.

4 Berlin, Budapest, Sofia.



DEPOSITS BY THE PUBLIC Mill. mk
Sight deposits Term deposits
E{',ga?f Cheque accounts Total
maor:gh P&?ﬁ,“' Commer-  Savings  Co-op. (; f(f,if:te Co-op. Al credit (2+3+9)
Commer- Al credit accounts Cial banks  banks banks Bank stores institutions
cial banks institutions
1 2 3 4 5 6 7 8 9 10

1963 7291 8760  250.3_ 24516 2336.6 14375 _ 6485 3107 71850 83113
1964 6972 8554 2965 28340 26147 16641 7138 _ 3314 81582 93101
1965 6769 8437 3094 31826 29544 19310 7732 3572 91986 103617
1966 639.8 8494 3180 36609 33299 22021 8636 _ 3807 10437.3 116047
1967 661.5 8340 3409 41031 36446 24173 941.2 4313 115379 127128
1968 8656.2 10876 4284 4597.8 39664 2683.1 1027.2 465.0 127398 142558
1969 10574 13739 5208 52363 43331 30216 1116.0 521.6 142287 161234
1970 11427 15077 6033 60987 48469 34584 12876 5742 162658 183768
1970
Aug. 10014 12911 5549 56419 45843 32404 11984 5392 152042 170502
Sept. 10947 14097 5226 56919 46323 32886 12109 5531 15376.8 17309.1
Oct. 1047.8 1351.0 4992 57149 46569 3319.3 12213 557.6 15470.0 17 320.2
Nov.  1101.0 1396.0 554.3 67774 47037 33724 12305 559.2 15643.2 175935
Dec. 11427 15077 603.3 60987 48469 34584 12876 5742 162658 18376.8
1971*
Jan. 11328 14371 6568 61397 49033 35141 1309.2 5807 16447.0 185409
Feb. 10603 1356.5 7044 62058 49647 35854 13293 5911 166763 18737.2
March 11527 1466.9  603.1 8 49798 35917 13409 5935 166947 187637
April 10969 13970 5707 62151 49863 3611.2 13432 5946 167504 18718.1
May 12275 15402 616.6 .3 49948 3608.6 13307 591.7 1675621 18908.9
June 12442 15838 626.2 62437 49839 35750 13388 589.0 167304 189404
July 11197 14266 5554 6277.7 50158 3593.7 13428 588.8 16818.8 18800.8
Aug. 1201.2 15426 ) 61 0_.4 6 2__8‘_1.1 5061 4 ) 3626.3 1_ 359.5 590.2 16 9215 19 074:.5

% T T
4_0 SPECIAL TERM DEPOSITS. SHARE OF TOTAL DEPOSITS, PER CENT a. 24month deposits 7.0%
— - 5 b. 12 month deposits 6.0%
100% Index-tied deposits ¢ 6month deposits 5.5 %
,..42 month deposits 6% Lr:jt:;e“stw?:)plled from
J “
30 7 0N
‘I \~
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ADVANCES TO THE PUBLIC—MONEY SUPPLY

Mill. mk

End of
year and
month

Advances granted by

Types of advances

Commer-
cial banks

Savings
banks

Co-op.

Post Office
Bank banks

Mortgage

Loans
banks &

Bills

Cheque
credits

1to 6
(g ano:l 7))

1963
1964

..3621.3
41532

1

2

23180

21346

1965
1966
1967
1968
1969
1970 .

1970
Aug.

Sept. .

Oct.
Nov.

Dec. _

1971
Jan
Fab.

March

April
June
July.

Aug.

.- 4597.4

... 52054
55889

...5865.5
6892.2

34484
3802.8

79635 43421

75225

7 867.8

79291 43213

..79635

. .80846

..81839
82475 44450
8373.9

4379.9

32477

41150 1166.5
7683.2 _4185.1
4263.9

4342112449

3 3
. 5440 16089

-.807.7 _ 18207
2609.2
29614 783.9

1165 2030.6

2261.0

_908.8

5 6
664.3 8226.2

8294 93205

7
. 3468
408.5

8 g
85730 19865
97290 = 20425

899.4  10439.6

4135

11.630.7

479.8

108531 20850
121105 22217

. 869.0 24243
940.3  2600.5

10491 29221

12449 34038

3177.7

1026.9 _ 12598.9

527.9

131268 21831

1053.0 1341956

12904 15375.0
14540 177494

..A882
.h81e

658.9

13907.7 = 26687
15956.6 31381
18408.3 3 959.6

1380.9 16661.2

.101.4

17 362.6_

11844 32371
33076

1199.6
12256 33669
3403.8

.1.380.8
14812

13781 16 964.0

703.9 _

176679 36283

1454.0 17749.4

172860
17556.6

7337
7175
658.9

18019.7 36988
182741 38291
18408.3  3959.6

12767 34385

13011 35066 15300 18309.0
44868 13240 35338

14529 179547
4417.3 12886 34721 15168  18139.5

677.9

18632.6 3939.8

709.2 188487

4016.6

156362 184978

7212
7569

180302 39369
192647 _ 3816.9

84201 45472 13400 35706 16894 187324 _ 7439 194763 40486

(84524 45441 13518
84777
8539.0

4 569.8

46047 14110

18747
3631.4

356742
36081

_1640.2
16587

1660.1 191204

188380 _
189635

(7247
(7255

1258

195627 4167.9
196890 41531
198462 42803

Mill. mk
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STATE FINANCES Mill. mk
Jan.—July Jan.—July
Revenue Expenditure
1970 1971 1970 1971
Income and property tax (net) 1832 2166 Wages, salaries, pensions etc. 1038 1166
Gross receipts (4152) (479§) Repair and maintenance 149 175
efunds & local authorities _(—2320) (—2629)  Other consumption expenditure 431 513
Ot er taxes on income and Total consur_npti_on _expend:ture 1618 ~18{;8
property R 2 44 State aid to local authorities 867 941
Employers child allowance State aid to industries 796 744
. payments 375 248 of whlch agric. price subs:dles (603) 3 (26_2_)
Sales tax . L1812 1745 cag ailowances, 161 175
Revenue from Aleohol Monopoly 367 449 Shate "'m natlonal pensmns and T
Customs dutles & import charges o _262 _230 health |nsurance 239 112
f_:_onnter—cycllcal tax R 43 Other transfer expendlture - EQ o 692
Excise duty on tobacco 231 263 Total transfer expenditure 2 682 2664
» » on liquid fuel 3842 897 T mommmmmm e
Other excise duties 151 " 1pg Machinery and ?_qu'Pm_e_'_‘} 18z 187
Tax on a om and motor cycles 212 995 House construction -
Stan_\b_ duties T 129 132 Land and waterway constructlon
Spemal dlesel etc. vehicles tax 31 34 Tot_al real investment . -
Other taxes and snmllar revenue' 76 77 Interest on State debt ___‘I 61 _ 1 62
Total taxes 5 549 6 207 Index compensatlons 2_0 N 18_
Miscellaneous revenue 274 344 Net deficit of State enterprises 33 131
Interest, dividends etc. 128 160 Otherexpenditwee - - 3. %
Sales and depreciation of property 46 5o  Total other expenditure 217 315
Redemptlons of Ioans granted 109 154 Increase__in inventories 3 44
Total revenue 6 106 6917 Lending 359 380
. T T . Other financial investment 160 312
Foreign borrowing 1 0 Total expenditure 5738 6245
Domestic borrowmg 345 314 Redempti £t | T 72 65
Total borro i 346 314 ecemption © orelgn oans . - e —-
- e e Redemptlon of domestic loans 310 252
Deficit ( +) or surplus (-—) —332 —669 Total redemptlons 382 317
Total 6120 6 562 Total 61 20 6562
1 Including supplementary turnover tax and import-equalization tax from June 1971.
1968 1969 1970 1971
State debt —_— J— N
Dec. Dec. Dec. May June July Aug.
Foreign debt 2074 1656 1557 1535 1529 1527 15633
Loans 2160 2316 2 437 2495 2 480 2 491 2494
Compensatory obhgatlons 5 4 3 2 2 2 2
Short-term  credit ' 320 158 46 48 49 49 50
Cash debt (net) — 256 — 217 —284 —482 558 —571
bomestic debt 2229 2 261 2202 2063 1 973 1 971
Total State debt 4303 3917 3759 3598 3502 3498
Total debt mill. $ 933 900 857 834 836

1028




FOREIGN TRADE Mill. mk

i Indices of exports and
Value mill. mk imports 1962 = 100

Period Surplus of Period

Exports Imports exports (+) Volume Unit value Terms of
f.o.b. c.i.f. or imports trade
— Exports imports Exports Imports
1966 4816.9 5524.4 —707.6 1966 122 136 112 104
1967 52312 657944 = —563.2 1967 129 135 116 110 105
1968 68742 67109  +1633 1968 143 129 136 132 103
1969 83447 85048 1601 1969 167 160 141 135 104
1970 96867 110714  —13847 1970 176 192 156 147 106
1970 1968
Sept. 876.0 10195 —1435 Oct-Dec. 161 145 139 132 105
e Ta T A
Nov. N " 1969
Dec. Jan-Mar. 140 147 138 134 103
Apr-June 164 1561 139 136 103
July-Sept. 174 158 142 134 106
1971° Oct-Dec. 190 187 146 138 106
March 6865 9143 1970
Aprl 6938 9540 = —. Jan-Mar. 162 162 156 144 108
May 7787 1015.8 Apr-June 178 189 166 146 107
June 8306 800.9 July-Sept. 182 186 154 147 - 105
Juy 8472 8845 Oct-Dec. 183 228 167 151 104
Jan.-July 19711
1970 5 310.0 5 885.4 —575.4 Jan-Mar. 149 167 165 154 107
1971 53304 61638  —8334  AprJune 154 179 169 158 107

1 The 1971 figures have been calculated by converting the final 1970 Fisher index with the percentage change in the 1971—
1970 Laspeyres index.

Index""lNIT VALUE INDICES 1962=100 Index [ S EASONALLY ADJUSTED VOLUME 1962 =100
160 ! 200 .
.
Exports f.0.b. = I’ ‘\
-~ ]
- 4 £y
140 — 180 C S
- 2\
lc-/—:——--_' Imports c.Li, Total exV \
¢
120 160 27
Vid
i~
ES— T o A ¥ Total imports
e ranennaens s A
100 — Terms of trade 14007 "nv 'l
AN
4N
S ISl N PO 174 < S T I
1968 1969 1970 197 1968 1969 1970 1971
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FOREIGN TRADE BY MAIN GROUPS

Mill. mk

Exports, f.o.b,

Imports, cif.

Period

Metal, en-

Raw Finished goods

Agri- Round Wood . Paper ginesring Other materials  ryels and
cultural  and hewn industry industty  Sngustry goods  &nd Pro-  jybricapts T
products timber  products products products ducer investment Consumer
goods goods goods
1966 264.0 59.0 863.b _2 29_7__(_)_ 877.2 466.2 2 459?_ 589 8 !flf_B__S 1 0_:??_6
1967 261.4 54.3 865.7 2 384. 5___ 1 080 6 584 7 2 545.9 ) 698 2 1 462 8 1__ 1_1 75
1968 327.1 55.5 1 157.7  2994.0 __1__566 4 7735 3 Ogg_‘l_ 874.0 ____1 524 2 1289 6
1969 360.2 719 14004 33739 20118 11265 36929 9486 22294 16339
1970 426.3 88 0 15440 3 7%9 4 24373 1 401 7 4_?1 8. 1____ 1_ 2435_2g9§5 g(_)gi‘r_ii
1970
Sept. 436 129 1500 3281 2026 1438 4796 1091 2437 187
Oct. 24.6 11 .0 161.5 340.6 __230.9 143 4 11_1_9_4_ 117.2 _ 245 6 i 182 6
Nov. 29.6 6.6 1456.7 3121 234.4 1213 4214 134.2 265 6 i 170 3
Dec. 5273 7.2 153, 6 326 2 _ 262.3 ‘l 12 8 6‘! 77_ 1 ?6.6
1971*
Jan, 57.9 4.3 1_ 152 3051 ) 276.9 108.5 368.9 96.5 258.7 1564.6
Feb. 29.0 1.2 82.8 303.7 1258 1132 28_5_3__2_______79 7 221. 8 145 _5_
March 55.2 2.6 92.7 308.5 62.5 135.0 344.2 77.6 301.6 190 9
April 27.1 26 1164 2966 1325 1186  361.2 828 3158  194.2
May 64.1 121 1333 2946 1639 1107 3514 1553 3528 156.3
June 28.3 137 1551  298.3 2080 127.2 3147 1215  220.8 1439
July 33.0 9.0 159.9 287.9 272.6 84.8 357.7 132.8 223 6  150. 4
Jan.~July
1970 245.4 37.9 779.0 21442 13438 759.7 26438 604.0 15104 1127.2
1971* 2946 455 85564 20947 12422 7980 23867 7462 18951 11358
Mill.mk Mill.mk
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
3-MONTH MOVING AVERAGES 180 3- MONTH MOVING AVERAGES '.
1000 ]
160 Pid ]
800 "'0-“ _ a0 Bliateral exports '._&\:b. ) "-~¢5“.'l‘ -'l
Multilateral imporls c.lf _ﬁ’ (YA 1 l’ ﬂ
500 b‘J—"NA/ 120} - .' \7 \l\
100 W B WY £
’.. 'Rllultilateral exports f.o.b. J Bliateral imports C.Lf.
400 % 80
. 60
zoollllllllllll]llllllllllllllllllll NSNS NN NN NI RN AN AN AN AN AN AN EE N EENRE NS
1968 1969 1970 1971 1968 1969 1970 1971
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FOREIGN TRADE BY C

OUNTRIES

Mill. mk

Exports, f.o.b.

Imports, c.i.f.

January—July January—July
Area and country
1970 1971 1970 1971

% Mill. mk % Mill. mk % Mill. mk % Mill. mk
OECD countries in Europe 703 37338 721 38405 744 4377.2 742 4577.2
Austria 08 447 0. 9 487 1.4 81.2 1.6 916
Belgium-Luxembourg 20 1063 1.8 955 22 1817 16 1018
Denmark 40 2133 39 2064 33 1937 33  206.2
France 41 2189 39 2081 _ 37 2168 _ 33 2017
Federal Republic of Germany 109 5791 106 5643 171 10049 169 10433
italy 25 1330 21 1127 21 1231 21 1283
Netherlands 46 2437 43 2287 36 2102 34 2121
Norway - 32 1679 42 2264 24 1391 26 1504
Potugal 04 215 03 135 08 481 06 366
Spain 11 563 09 483 03 176 0.6  88.1
Sweden 168 8375 157 8366 180 10625  18.6 1146.0
Switzerland ] 18 936 21 1091 34 2025 36 2234
United Kingdom 17.3 9205 192 10253 1568 9284 168 97256
Other 18 975 22 1189 03 174 03 162
OECD countnes outside Europe 6.2 330.4 6.2 332 2 5.5 324 9 6.9 4238
Canada 10 549 07 384 03 191 03 162
Japan 03 1568 01 80 20 1178 25 1516
United States 49 2597 b4 2858 32 1880 41  256.0
Eastern Bloc 154 8143 140 7442 160 9420 167 1027.0
Czechoslovakia 05 276 07 352 05 286 05 288
Democratic Republlc of Germany 0.7 '35.1 0.6 332 06 '33.4 05 33.6
People's Republic of China 07 31 05 263 02 117 05 295
Poland 137 678 11 569 1.3 770 1.9 1195
Soviet Union 113 6009 103 5488 126 7424 128  786.0
other 09 468 08 48 08 489 05 296
Latin America 2.9 1564.9 25 1361 22 1292 0.8 480
Argentina 07 392 08 435 02 111 02 86
Brazil ) ) 05 2563 06 333 05 309 00 20
Colombia 02 117 03 185 07 31 00 22
Other 15 787 08 448 08 481 06 352
Other 52 2766 52 2784 1.9 1121 14 87.8
GRAND TOTAL 1000 53100 1000 53304 1000 58854 1000 61638
of which
EFTA countries 434 23051 464 24739 452 26601 462 28457
EEC countries 240 12730 227 12092 287 16867  27.4 1687.1
OECD countries 765 40642 783 41727 799 47021 811 5001.0
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BALANCE OF PAYMENTS

Visible and |hvestment

isi isi Visibl Oth iovis] . Transf
Period e\/;;s):?rlti i\rg;g)rl?s tlr’ald: Trar;lse;;ort, Tr::tel. ser\t/i:ers, '“t‘f.';;‘;'e income, pa;/ar:llgnet;. accu;;:',::
f.o.b. c.if. account net account net net
1968 6832 6730  +102 +481 — 8 —25 +550 —276 — 5 + 269
1969 8296 8528 232 +579 + 4 —13 +338 --323 +72 + 87
1970 9634_ 11099 —1465 _ +716 +142  +17 —590 —397  --18 —1006
Jan.-Mar
1968 1385 1515 —130 4103 —16 +7 ~— 36 — 58 +1 —83
1969 1696 1944 —248  +128 —20 11 161 — 67  +80 128
1970 2074 2309 —235  +167 — 9 — 3 — 80 — 86 —11 —177
1971 2168 2536 —368  +198 — 13 +19 —164 —18 — 1 —300
Apr.-June
1968 1808 1829 —21 133 —12  +2 4102 —67  —1  + 34
1969 2002 2008 — 6 +140 — 17 — 6 +111 — 84 —_7 + 20
1970 2429 2721 =292 4140 + 10+ 0 142 — 96 +1 =287
1971 2288 2781 —493 +180 + 48  +20 245 —118 — 1 —364
July-Sept.
1968 1680 1600 +180 +147 + 32 + 0 +359 — 67 — 1 +291
1969 2168 2022 4146  +116  + 38 14  +286 — 80 4+ 1 = +207
1970 L2471 2690 219 +196 +109 —4  +82 110 —1 —29
Oct.-Dec.
1968 1958 1886 + 73 + 98 -12 34 +1256 — 84 — 4 + 37
1969 2430 2554 124  +195 + 3 +18 + 92 102 —2 —12
1970 2660 3379 —719 4213 +32  +24 —450 —105 — 7 —b62
Mill. mic
SEASONALLY ADJUSTED QUARTERLY FIGURES
200
0 )
Il
]
-200 ‘H
”MH visible trade account i
-400- i
@ Visible and Invisible trade account
600 A Current account
I L L1 L1

1968

1969
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Mill. mk

Short-

Short-

Miscella-

Miscella- term term neous Over-all Reserve movements
Drawings Amortiza- Long- neous Current oot export  short- surplus/
of tions of  1@M  [ongterm Long-term  and credits  credits term deficit

long-term long-term  eXport capital capital long-term .4 e, and pre-  capital excl. Other
loans loans credits, items,  @ccount  capital pay- pay- itemsincl, TeS6rve Bankof foreign
net net? account mgnts, ments, emorsand MOVE-  Finland  exchange

net net omissions ments holders

+1245 —868 —167 —81  +129  +398 +236 — 64 + 28  +597 —664 + 67
+1066 —723 —180  —51 +101  +188  +284 —311 — 6 +165  +1156 —270
+1479 —694 —263 —202  +330 —675 +761 +237 +2322 +545 —663 + 18
+ 214 140 — 564 + 4  +24 — 69 +168 +191 + 24 4314 401 + 87
+ 311 -2 -— 8 15 +87 —41 4112 +147 — 46  +172 135 — 37
+ 278 —168 —51  +1  +70 107 — 9 +226 + 482 +157 240 + 83
+ 617 —233 — 5 —-20 +359 + 569 +20 +329 — 6__62 +342 —314 — 28
+ 396 -—214 -—18 —18 4146  +180 +190 --144 — 56  +170 —233 + 63
+279 —185 —98 —39 —13 + 7 —23 —92 — 6 —114 4262 138
+ 220 91 —69 —4 —44 —281 4144 + 52 + 24 — 61 — 86 +147
+ 600 —202 —10 =31 4357 — 7 +80 + 44 —37 + 99 — 62
+ 226 212 ~—14 29 — 29  +262 —98 —27 —26 +112 — 18 — 94
+ 146 —146 —17 +6 —11 4196 + 34 —284 +19 —35 +161 -—116
+ 39 —175 —60 b8 + 66 +37 +8 — 2 -—129 — 8 116  +124
+ 409 302 —8 38 —12 +26 —26 —84 +8 + 1 —12 + 1
+ 319 —221 —567 —3 +38 +28 +161 — 82 + 27 4132 —153 + 21
+ 622 —170 — 738 141 +238 —324 4530 — 38 +289  +457 —121 —336

Assets: increase —, decrease +. Liabilities: increase +, decrease —.
t Including Direct investment, net.

2 Including Allocations of special drawing rights 88 million in 1970 and 85 million in 1971.

Mill.mk[~

400

200

=200

-400

| ‘\1 il Current and long-term chpital account

R 1 R

R

o2
S

[ S

Over-all surplus/deficit excl. reserve movements

I
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PRICE INDICES
Wholesale prices 1949 =100 Bunldln_g costs
Origin Purpose Stage of processing 964 =100
Period . . M
Total Domes-  im- Pro- M;:shéln' Con- m£2¥§,|s Sg’:g.“’ elab- Wages Buildi
tic ported  ducer yansport SUMEr andcom. cessed - Orately  Total . .n. mla“terligg
goods  goods  goods  gquipm. 990dS modities goods plgggz:ed rade 9
1968 275 280 269 271 276 281 301 264 268 126 133 115
1969 285 288 271 283 201 285 313 276 273 131 139 119
1970 297 300 286299 317 290 329 290 283 138 146 126
1970
Nov. ~ 299 301 289 299 ~ 331 = 290 333 285 287 138 146 127
Dec. 300 303 _ 291 300 33 291 334 287 289 189 146 128
1971
Jan. 805 807 = 297 305 341 280 294 | 141 148 - 130
Feb. 808 310 298 306 347 3 344 291 297 142 148 130
March ~ 308 812 ~ 297 306 848 802 345 292 297 143 148 133
April 308 811~ 298 307 842 293 299 148 164 133
May 309 312 298 307 363 300 340 294 299 149
June 310 313 300 307 369 303 339 295 303 149
July 312 315 7302 309 359 306 344 296 304 150 183
Aug ) 31 5__ 31 8 303 31 0 i} 360 ) 399 349 298 305 160 1 64 1 33
Consumer prices 1967 =100
Con-
(:I?\:tlrgf ;l:l'gee: Furniture,
Period Bever-  Clothing Heating household i Other
Oc=t 110%51 Oct95D7ec Total Food %%e; f?,r;?. Rent .:?Itg;ng oeuquipt.) Traffic Edl;%tfon 92,‘,’33

=100 tobacco  wear lighting opearr;(t’ion recreation  services
19_6_8_ 21_2__ ____1_66___ 199 m 110 106 107_____ 108 109 110 108 109
1969 217 170 112 115 111 108 111 109 110 110 110 112
1970 223 176 115 116 M5 109 116 121 115 113 118 116
1970
Nov. 228 176 116 117 114 111 115 129 114 114 114 117
Dec. 225 177 116 116 14 _ 111116 131 115 115 114 118
1971
Jar_1_. 228 179 n7 117 17 Ak 116 137 1156 117 118 122
Feb._ ] _229 1_8(_) _____118 118 117 1M 117_ 138 116 119 115 123
March 231 181 119 119 117 111 118 140 116 120 115 123
Apil 232 182 120 119 117 111 120 140 116 120 117 124
May 233 ____'_1_83 120 120 _1]7_ 3 111 12 140 16 122 117 124
June 2_37 186 _ 122 121__ 118 ) 112 127 140 118 126 _119 12_5
July 239 187 123 122____ ) 120 11__2 128__ - 140 119 126 119 - 125
Aug. 247 189 124 123_ 121 1_1_2____ 128 ) 141 122 B 128 120 125



WAGES

Index of salary and wage earnings 1964=100

By industries

By institutional sectors

Period - All Al All
Wage earners in Empl S Munic- Employ- salary wage employ-
. Manu- Con- Ml emtglt:y_ ipal ees in earners  earners ees
Agri- factur- struc- . employ- private
culture ing tion services ees ees sector
1968 1,1 142 136 147 M 149 139 142 140 4
1969 162 184 149 156 %1 188 149 183 181
Ter0t 2 70 a7 ies | as1 164 185 158 170 165
1969*
July-Sept. 162 = 154 161 156 152 158 162 149 156 153
Oct-Dec. 171 167 155 156 152 158 152 149 196 153
1970*
Jan-Mar. 181 166 167 162 160 163 160 156 164 181
Apr-dune ~ 181 169 168 163 167 164 165 157 170 164
July-Sept. 180 171 173 164 162 166 166 158 171 165
Oct-Dec. 187 175 180 164 162 166 168 160 174 167
1971*
Jan.-Mar. 206 185___ 186 170 168 - 172 ) 179 _ 166 j85 176
Apr-June 206 190 195 173 168 173 186 167 198 182
PRODUCTION
Volume indices of production 1964==100
Period Indus- House Llandand  Trans- Commerce Public
Gross trial Agri- For- con-  waterway port and banklng " Ownership  admin, .
domestic o, culture estry struc-  construc- communi-  and of dwell-  ‘gpg Services
product  gyction tion tion cations  insurance ings defence
1968 113 121 97 i 93 109 108___________114 ) 111 ) 118__ _ 119__ ) __119 )
1969 123 138 97 102__ 123 104 124 123 B _1 23 123 o127
1970* 132 1563 94 1 143 99 131 133 129 129_ 134
1870*
Jan.-Mar. 127 152 64 154 92 100 120 122 127 ______1 27 13?
131 154 76 127 125 i 100 1 _32 133 1 28_ 128 133
July-Sept 133 142 170 55 175 100 137 132 129 o 129 133
Oct.- Dec 1 36 1 63 68 106 179 94 136 145 1 3_1_____ 1 31_ _1 36_
1971
Jan.-Mar. 127 142 62 159 98 96 126 130 13? 132 139
Apr June 1356 159 73 120 128 98 137 141 1_1?4 ) 134 140
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PRODUCTION

Index of industrial production 1959 =100

Special indices of manufacturing Total,
Period adjusted
Invest- Other Consumer Non- for
Total grggr&ts pa‘:,‘i,‘f:’ goods  Fgod  Wood _Paper c':gl“i‘ metallic M tal ’f,:’r‘i’;'_"
industry industry  industry industry iwcllr:uesrt;l/ industry tions
1967 172 163 180 168 160 126 187 233 224 168 172
1968 182 175 191 164 163 132 202 263 240 177 181
1969 207 194 214 196 173 151 223 285 281 199 _ 207
970* 228 222 232 220 190 162 234 328 328 226 228
249 241 248 199 195 238 334 343 263 222
219 227 219 182 172 224 313 329 226 225
218 217 227 199 150 208 3156 333 222 229
129 192 159 198 136 247 276 314 182 239
206 227 226 193 131 247 307 338 209 233
238 239 232 188 165 242 316 347 242 230
263 250 235 222 172 __ 288 357 358 265 231 _
247 248 226 213 159 239 350 _ 337 248 _ 228
Dec. 240 242 243 230 198 167 215 374 321 245 234
1971+
Jan. 286 234 243 217 163 168 247 362 324 238 231
Feb. 196 102 202 209 162 166 231 328 315 100 197
March 208 83 212 234 180 187 266 346 318 90 184
April 234 236 233 233 184 175 218 396 296 235 232
May 233 230 236 226 186 170 229 372 319 234 230
June 226 236 221 226 204 171 203 334 322 240 233
July 137 152 184 152 175 104 222 312 247 139 234
Index| T T T ndex T T r
SEASONALLY ADJUSTED O 90190 " e or evsr ercoucrion wesnes
300|- MONTHLY FIGURES | 300 —MONTHLY FIGURES
250 Paper Industry ——. . 250 t I
}‘,v"-" ~ \ 1! ,J
200 kb ;W\N’T 200 y | 2
150 e ‘i: 150 —?ﬁﬁﬁom
s,,‘..-,“.,.k..'n..f Wood Industry ==_ Investment goods
100 i 100
50 lilQIBIs““ lIII11916l9IIII llllilgl_,{)llll Hllllsl_ll‘llll 50 Hllllglala““ Hll|lglsl9”H “”1I9I7I0H” lsl I1I9I7!|U”
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE—TRAFFIC

Total

Unem-

Unemploy-

Commercial

Retailers’

Whole-

Indicator of

persons P persons force cu, m 1968=100 1968 =100 1864=100
1967 2205 2142 63 28 30240 . 103
1968 2188 2100 88 40 31859 100 100 106
1969 2189 2127 62 2.8 35 338 108 117 118
1970* 2195 2154 41 1.9 39 267 114 130 125
1970*
June 2323 2284 39 1.7 2469 118 130 127
Juy 2347 2315 K 14 1127 115 125 130
Aug. 2300 2266 35 15 1346 109 128 137
Sept. 2180 2152 28 1.3 1894 115 146 131
oct. 217 2142 29 1.3 2689 121 142 135
Nov. 2161 2131 30 14 3308 116 138 120
Dec. 2156 2118 38 18 4719 167 156 125
1971
Jan. 2111 2 061 50 2.4 4212 96 110 116
Feb. 2115 2057 58 2.7 4932 99 124 103
March 2122 2060 "62 29 5067 110 138 120
April 2130 2073 57 27 4163 119 140 126
May 2185 2135 50 23 3157 135 149
June 2347 2308 39 17 2 408 L
Juy. 2380 2315 45 19 1002
CONSTRUCTION OF BUILDINGS
Building permits granted Buildings completed Building
works
Residen- Industrial . Residen- Industrial . ”c’:)dne_’
Period Total b tial buli:lz'}'rrnlgs bu:::ldess bEitIJcl!)ilr:%s Total tial buli:l%ri’r?gs buzpr?ess bEilljgiIAcgs struc~
uildings buildings buildings buildings tion
Million cubic metres
3158 1400 295 956 3.06 26.44 1172 258 915 1.35  34.09
38.95 1538 3.88 1529 212 3203 1285 3.15 10.95 3.32  36.40
4142 1796 372 1566 236 37.99 1692 422 1247 "'331 3598
1970*
Jan-Mar. 658 267 061 281 036 534 250 037 192 039  36.29
Apr-June 1425 604 181 526 050 729 337 053 237 066  40.85
July-Sept. 1152 512 086 425 072 1017 417 145 278 103 4147
Oct.-Dec. 907 423 044 324 078 14.086 560 172 512 119 36.5’&’
1971*
Jan.-Mar. 652 2.86 052 245 033 655 300 049 219 072  33.46
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Since Dec. 31, 1969. Gold and forsign exchange = Gold
(valued on basis of the par value of the mark) + Special drawing
rights + IMF gold tranche + Foreign exchange. Liabilities on foreign
exchange and mark accounts = Foreign exchange accounts + Mark
account of holders abroad. Other foreign assets = Foreign bills
+ Foreign bonds + Currency subscription to Finland’s quota in
the IMF. Other foreign liabilities = Foreign term liabilities + IMF
mark accounts. Claims on Treasury = Treasury bills covering certain
IMF and IBRD accounts + Advances for stand-by stocks — Export
levies (net). Foreign exchange situation: Gold holdings are vaiued
on basis of the par value of the mark. Gold tranche position measures
that part of Finland’s quota which may be drawn essentially auto-
matically in convertible exchange against payment in marks.
Page 5. Other advances = Inland bills discounted in foreign currency
+ Loans + Other claims (excl. Treasury’s IMF and IBRD bills and
Advances for stand-by stocks). Liabilities = Other cheque accounts
+ Other sight liabilities + Domestic term liabilities — Cash reserve
accounts — Export levies (net).

DEPOSITS BY THE PUBLIC —
ADVANCES TO THE PUBLIC — MONEY SUPPLY

Commercial bank and mortgage bank figures obtained from the
official bank statistics, savings bank figures from the Central
Statistical Office, other figures from the respective credit insti-
tutitons or their central banks,

Page 6. Cheque accounts in all credit institutions relates to com-
mercial banks, savings banks, co-operative banks. and mortgage
banks. Term deposits in all credit institutions includes a small
amount of deposits in mortgage banks,

Page 7. Money supply = Finnish notes and coins in circulation —
Finnish notes and coins held by the banks + Cheque accounts
of the public + Fostal giro accounts of the public.

STATE FINANCES

Page 8. Official figures computed by the Economic Department of
the Ministry of Finance. First date of publication: Bulletin No. 8,
1968, Revenue and expenditure: Extra-budgetary funds and the
aggregated net current deficit of State enterprises are included.
Figures are reported on a cash payment basis. Debt: Foreign debt
includes promissory notes given to international organizations.
Index-tied bond loans are taken at nominal values. Cash debt
(net) = net debt to the Bank of Finland plus short-term debt te
the Post Office Bank less cash holdings (net) of State depart-
ments and funds.

FOREIGN TRADE

Pages 9—11. Figures supplied by the Board of Customs. /ndices
(p. 9): The indices are calculated according to the Laspeyres
formula. At the end of the year the arithmetic mean of the Laspeyres
indices corresponds to the annual level of the Fisherindex formula.
Terms of trade: the ratio of export indices to import indices. Foreign
trade by countries (p. 11): imports by countries of purchase,
exports by countries of sale.

BALANCE OF PAYMENTS

Pages 12—13. Figures are calculated by the Bank of Finland
Institute for Economic Research. In addition to the Board of Cus-
toms figures, exports include grants in kind but exclude steve-
doring expenses and imports include seamen’s duty-frea imports,
non-monetary gold, grants in kind and adjusted allowance for
smuggling.

PRICE INDICES

Page 14. All indices calculated by the Central Statistical Office.

WAGES — PRODUCTION

Pages 15—18. Figures supplied by the Central Statistical Office.

Page 18. Index of industrial production calculated by the Central
Statistical Office. The grouping by branches of industry is in
accordance with the international nomenciature (ISIC). The
seasonally adjusted series is calculated by the Bank of Finland In-
stitute for Economic Research on the basis of the index of indus-
trial production per working day according to a method resem-
bling the U.S. Bureau of Census Method Il. Commodities accord-
ing to use: investment goods weight 14.3, other producer goods
weight 57.0 and consumer goods weight 28.7, Special manu-
facturing indices: food industry ISIC no. 20, weight 11.2, wood
industry no. 25, weight 6.6, paper industry no. 27, weight 13.1,
chemical industry no. 31, weight 5.2, non-metallic mineral industry
no. 33, weight 3.6 and metal industry nos. 34--38, weight 23.5.

LABOUR — TIMBER FELLINGS — INTERNAL TRADE —
TRAFFIC — CONSTRUCTION OF BUILDINGS

Page 17. Labour figures supplied by the Central Statistical Office.
Commercial timber fellings compiled by the Ministry of Labour.
Retailers’ and Wholesalers” volume indices supplied by the Central
Statistical Office. Indicator of traffic activity calculated by the Bank
of Finland Institute for Economic Research. Figures are weighted
averages of the sea, air, railway and road traffic. Construction of
buildings figures calculated by the Central Statistical Office.

SYMBOLS USED

* Preliminary O Less than half the final digit shown
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SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Finland formed a part of the kingdom of Sweden
and was raised in 1556 to the dignity of a Grand Duchy. Connected
from 1809 with Russia, Finland was an autonomous country with
the Emperor as Grand Duke until December 6, 1917, the date of
Finland’s daeclaration of independence. The republican constitution
was adopted in 1919. The legislative power of the country is vested
in Parliament and the President. The highest executive power is
held by the President, elected for a period of 6 years. The President
for the current period, March 1, 1968, to March 1, 1974, is Urho
Kekkonen.

Parliament, comprising 200 members, is elected by universal
suffrage for a period of 4 years. The number of seats of the different
parties in Parliament elected in 1970 were as follows: Social
Democrats 52, Conservatives 37, Centre Party 36, People’s Dem-
ocrats 36, Finnish Farmers’ Party 18, Swedish Party 12, Liberal
Party 8 and Christian League 1.

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1930, IMF 1948, IBRD 1948,
GATT 1950, UN 1955, IFC 1956. IDA 1960. EFTA 1961, ADB
1966 and OECD 1969.

LAND

THE AREA is 337 000 square kilometres {Great Britain's area is
245 000 sq. km and ltaly's area 301000 sq. km). Of the total,
inland waters form 9.4 %. On an average 15.8 % of the land in
the South of Finland is cultivated (1960), 2.3 % in the North and
9.2 % of the land as a whole. Of the land area 21.8 mill. ha (53.9
mill. acres), or 71.3 %, are covered by forests.

OWNERSHIP OF LAND (1960): The total land area was distrib-
uted among different classes of owners approximately as follows:
private 60.9 %, State 31.8 %. joint stock companies etc. 5.8 %,
municipalities and parishes 1.7 %.

POPULATION

NUMBER OF INHABITANTS (1970): 4.8 million. Sweden 8.0,
Switzerland 6.3, Denmark 4.9 and Norway 3.9 million.

DENSITY OF POPULATION (19870:) In South Finland 43.5, in
East and Central Finland 14.2, in North Finland 4.0 and in the
whole country an average of 15.1 inhabitants to the square kilometre,

DISTRIBUTION BY AREA (1970): 51 % of the population in-
habit the rural areas, 49 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors), the capital 517 000 inhabitants,
Tampere (Tammerfors) 166 400, Turku (Abo) 153 300.

EMPLOYMENT (1970): Agricuiture and forestry 23 %, industry
and construction 35 %, commerce 15 %, transport and communica-
tions 7 %, services 20 %.

LANGUAGE (1960): Finnish speaking 982.4 %, Swedish speaking
7.4 %, others 0.2 %.

EDUCATION (1970): Practically all persons over 15 years of age
are literate, There are 6 universities (the oldest founded in 1640),
8 colleges of university standard, and 2 teacher training colleges,
besides teacher training departments in two of the universities.

CHANGE OF POPULATION (1970): births 14.0 9/ deaths
9.8 9/o0. change — 3.7 9/o0. Net emigration 8.0 9/p0. Deaths in
France 10.6 9/40 and Great Britain 11.8 ©/gq.

TRADE AND TRANSPORT

NATIONAL INCOME (1970, in million marks): Gross domestic
product at factor cost by industrial origin: agriculture 2 727 (7 %).
forestry and fishing 2 683 (7 %). manufacturing 11 643 (30 %).
construction 3 667 (10%), transport and communication 3719
(10 %), commerce, banking and insurance 4 733 (12 %), public
administration 2 228 (6 %). ownership of dwellings 1 694 (4 %),
services 6 328 (14 %), total 38 422, Index of real domestic product
131 (1964 = 100).

FOREST RESOURCES (1960—1969): The growing stock com-
prised 1 450 million of solid cu. m incl. bark (51 210 million cu.ft),
of which pine 43 % and spruce 38 %, the rest 19 % being broad-
leaf-trees, chiefly birch. Of the growing stock 17 411 million cu. it,
48 % of them pine, was up to the standard required for logs The
annual growth is 47 million solid cu. m green wood excl. bark
(1 660 miil. cu. ft). The total removal in 1970 calculated accord-
ing to the use of wood was 51 million cu. m excl. bark (1768
million cu. ft).

AGRICULTURE (1970): Cultivated land 2.7 million hectares.
Number of holdings 297 300, of which 188 400 are of more than
6 ha. Measure of self-sufficiency in bread cereals 123 % in the
crop year 1969/70.

INDUSTRY (1968): Gross value of industrial production 26 033
mill. marks, number of workers 353 526, salaried employees
89 973, motive power (1968) 4.4 mill. kW. Index of industrial
production 223 for 1970 (1959 = 100).

STATE RAILWAYS (Jan. 1, 1971): Length 6874 km.

MERCHANT FLEET (Aug. 31, 1971): Steamers 43 (44 867 gross
reg. tons), motor vessels 376 (567 231 gross reg. tons), tankers
56 (705 131 gross reg. tons), sailing vessels with auxiliary engines
8 (1 208 gross reg. tons). Total 483 (1 318 437 gross reg. tons).

MOTOR VEHICLES (Dec. 31. 1970): Passenger cars 712 000,
lorries and vans 102 900, buses 8 100, others 5 000. Total 828 000.

FINNISH AIRCRAFT (June 1971): Finnish Airlines. Finnair and
Kar-Air have in use 3 DC-8-62s, 3 DC-6s, 8 Super Caravelles, 4
DC-9s and 9 Convair Metropolitans. Companies have scheduled
traffic outside of Finland to 24 airports and to 16 domestic
airports.

FINANCE AND BANKING

CURRENCY. Since 1860, Finland has had its own monetary
system. From 1877 until 1914 the country was on the gold
standard, and returned to it in 1926. In 1931, the Central Bank's
duty to redeem bank notes in gold was suspended and at the
end of 1962 was entirely cancelled. The monetary unit is the mark
{Finnish markka). Since Oct. 12. 1967, the par value of the mark
is 0.21159 grams of fine gold per mark (equivalent to 4.20
marks per U.S. dollar).

THE CENTRAL BANK. The Bank of Finland (estab. 1811) functions
under the guarantee and supervision of Parliament. its Board of
Management is appointed by the President of the Republic; the
Bank Supervisors, nine in number, are elected by Patliament. The
Bank has a head oftice in Helsinki and 12 branches in other towns.

OTHER CREDIT INSTITUTIONS (Dec. 31, 1970). There are two
big and five small commercial banks with in all 825 offices, 327
savings banks, 445 co-operative banks, six mortgage banks, and
Post Office Bank. The co-operative stores accept deposits from
their members. The National Pension [nstitute and sixty-one private
insurance companies also grant credits.

RATES OF INTEREST (June 1. 1971). Bank of Finland discount
rates 6-—9 %, the rate for discounts or rediscounts for banks 8 %; %.
Other credit institutions: term deposits 5 %, 6 month deposits
51 %, 12 month deposits 6 %, 24 month deposits 7 %: highest
lending rate 11 % from May 24, 1971.

19



THE FINNISH INSURANCE COMPANIES

by Matti L. Aho, LL.D.

Vice Managing Director of the Federation of Finnish Insurance Companies

and Yrj6 Niskanen, M.Sc. (Econ.)
The Pohjola Insurance Company Ltd

HISTORICAL BACKGROUND AND MAIN
FEATURES

Insurance activity in its modern sense began
in Finland in the 19th century. The first fire
insurance office was opened in 1816, and the
year 1832 saw the foundation of a nation-wide
fire protection society. The first life assurance
company was started in 1874. At the begin-
ning of 1971, there were 59 insurance com-
panies in Finland. There are, in addition, 294
relief funds, 78 unemployment funds and 448
pension foundations, which carry out social
personal insurance, and 324 non-life insur-
ance associations. Apart from the domestic
insurance institutions, three foreign insur-
ance companies have subsidiaries in Fin-
land. The national pension and sickness
insurance schemes are operated by the state-
owned National Pensions Institute. Pension
insurance for persons employed by private
firms and the self-employed is mainly under-
written by private insurance companies. The
Central Pensions Security Institute supervises
these companies and carries out other tasks
relating to statutory pension insurance.

Mutual and joint-stock insurance companies
are governed by the Insurance Companies Act
passed in 1952. The latter are regulated by the
Joint Stock Company Act (1895) as well. In
addition, there are stipulations concerning in-
surance activity in the Insurance Contracts Act
(1933), the Employment Accidents Insurance
Act (1948), the Motor Insurance Act (1959)
and the various laws on employment pensions
passed in the 1960’s. A law concerning the
right of foreign insurance companies to carry
out insurance business in Finland was passed
in 1933.

A licence from the government is required to
carry out insurance business in Finland. The
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financial and other requirements which must
be met before a licence is granted vary and
depend on which type of insurance will be
underwritten. Only a Finnish insurance com-
pany may issue motor insurance, employment
accidents insurance and pension insurance.

Final authority in a mutual or joint-stock
insurance company is exercised by policy-
holders or shareholders in their meeting where
the Board of Management is elected unless
this task is delegated to the Supervisory Board,
which is always elected at the annual meeting.
The members of the Supervisory Board and the
Board of Management must be Finnish citizens
living permanently in this country. The Board
of Management represents the insurance com-
pany and takes care of all the tasks which do
not devolve on the company’s other organs
on the basis of the company’'s articles of
association. The members of the Supervisory
Board and the Board of Management are
naturally responsible for the measures they
take on behalf of the company.

STRUCTURE OF THE FINNISH INSURANCE
COMPANY SYSTEM

As mentioned above, 59 insurance companies
were operating in Finland at the beginning of
1971, and since then two new companies have
been granted licences to start activities. Five
years ago there were 64 Finnish insurance
companies. The decline in the number is due
to mergers, which have come about in the
last few years as the financial climate for
insurance companies has become less favour-
able. Some companies have made collaborative
agreements without merging in order to improve
their ability to meet their obligations. It is ob-
vious that the rise of the cost level and the



increase in the amount paid in compensations
will create pressure for still closer co-operation
and possibly more mergers.

The law allows a life insurance company to
carry out only personal insurance business
(e.g. voluntary life and pension insurance), and
its reinsurance. Hence companies have formed
groups which co-operate in the underwriting
of all types of insurance. At the moment
there are five of these groupings.

The field organization of the insurance com-
panies includes the office and agency network
as well as part-time agents. The total number
of insurance company offices and agencies
exceeds 400. The employment pension scheme
has recently begun to make use of the com-
mercial banks’ branch network. The settlement
of claims requires the services of special
inspectors and other personnel, and in all
there are 9 100 full-time employees in insur-
ance in Finland.

SOURCES OF FUNDS

The major part, almost 90 per cent, of the
insurance companies’ liabilities consists of risk
liabilities arising from claims or potential claims
of policy-holders. These are presented in the
insurance reserve, which is divided between
the premium reserve and the outstanding claims
reserve. See table 1.

The relative share of the insurance reserve in
total liabilities has increased slightly during the
period under review, and within the insurance
reserve the share of the premium reserve has
increased. This can be attributed to the intro-
duction of a statutory pension scheme for
employees in 1962 on the basis of which
liabilities are recorded in the premium reserves
in order to cover future pension liabilities.

Other external capital (external funds) accounts
for about 5 per cent of the total liabilities of the
insurance companies, and fluctuations in this
share have been insignificant. Reinsurance
activity has accounted for approximately one
half of other external capital.

While the share of own funds has declined
from 7.8 per cent in 1959 to 3.8 per cent in
1969, the insurance companies’ own funds
have more than doubled in absolute terms
during the period under review. The decline in
the relative share can be partly explained by
the taxation system; the heavy taxation of
funds raised internally makes this form of
finance expensive in comparison with external
financing. This feature characterized the Finn-
ish financial market especially during the first
6—7 years of the decade under review and was
also reflected in the insurance sector. The
relative decline of own funds cannot go
beyond certain limits because there are legal
stipulations on a minimum share of own
capital for insurance companies. The size of
this share depends on the size of the company.

TABLE 1. BREAK-DOWN OF INSURANCE COMPANIES’ TOTAL LIABILITIES

Dec. 31, 1958
Pension Non-life Total
and life insur-
Iinsur- ance
ance
Liabilities
External funds 7.7 52.2 59.9
Insurance reserve
(risk liabilities)
Premium reserve 4745 15C.4 624.9
Qutstanding claims
reserve 18.8 308.0 326.8
Own funds 16.8 68.8 85.6
Other liabilities 0.7 9.6 10.3
Total 518.5 589.0 1107.5

Dec. 31, 1969
Per Pension Non-life Total Per
cent and life insur- cent
insur- ance
ance
5.4 41.7 2227 264.4 5.3
56.4 2767.4 447.2 321486 65.1
29.5 124.7 1097.3 12220 24.8
7.8 52.6 136.2 188.8 3.8
0.9 9.2 40.7 49.9 1.0
100.0 29956 19441 4.939.7 100.0
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TABLE 2. BREAK-DOWN OF THE INCREASE
IN RISK LIABILITIES BY GROUPS OF POLICY-
HOLDERS, 1966

Per cent

Manufacturing, mining and quarrying 32.6
Private persons 24.3
Trade and communications 22.2
Construction and real estate 6.2
Other policy-holders 14.7
Total 100.0

The break-down of the increase in risk liabili-
ties in 1966 among the various groups of
policy-holders is presented in table 2.

A so-called basic interest rate is used in cal-
culating the premium reserve and the out-
standing claims reserve. This rate is confirmed
by the Ministry of Social Affairs and Public
Health and varies from 4 per cent to 8 per
cent depending on the type of insurance.

ALLOCATION OF FUNDS

On the assets side of the insurance companies’
balance sheet, investments form the largest
item and account for slightly less than 80 per
cent of the total assets. See table 3.

The share of investments is higher in life
(including pension) insurance companies than
in other insurance companies.

The ligquid assets of non-life insurance com-
panies are both relatively and absolutely much
greater than those of life and pension insurance
companies. This difference can be partly
attributed to the fact that the estimation of
potential claims is more difficult for non-life
insurance companies, and they therefore have
a greater need for liquidity. In addition, the
average size of non-life insurance companies
calculated on the basis of the insurance reserve
is smaller than that of life and pension insur-
ance companies.

The relative share of both fixed and financial
assets of all insurance companies has increased
slightly during the period under review.

The following features of tables 1 and 3 can
be noted. Approximately one half of the liquid
assets consists of claims on other insurance
companies, which are entered under external
funds on the liabilities side. At the end of the
period liquid assests exceeded external funds
by about a third. The insurance reserve on the
liabilities side corresponds to investments and
a part of other assets. Own funds correspond
to all fixed assets at the beginning of the
period under review. By the end of the period,
however, the share of own funds had declined
so that they did not total more than two-thirds
of total fixed assets.

In 1959 construction and real estate formed
the most significant group of recipients of

TABLE 3. BREAK-DOWN OF INSURANCE COMPANIES’ TOTAL ASSETS

Dec. 31, 1959
Pension Non-life Total
and life insur-
insur- ance
ance
Assets
Liquid assets
Cash, bank and postal
giro accounts 6.3 53.9 60.2
Qther claims 49 737 78.6
Otherinsurance companies’
share in risk liabilities 0.2 60.1 60.3
Investments 481.5 356.7 838.2
Fixed assets 15.8 36.4 52.2
Other assets 9.8 8.2 18.0
Total 518.6 589.0 11075
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Dec. 31, 1969
Per Pension Non-life Total Per
cent and life insur- cent
insur- ance
ance
5.5 20.1 121.5 141.6 2.9
7.0 41.3 175.2 216.5 4.4
5.5 12.4 181.4 193.8 3.9
75.7 2756.0 1192.6 3948.6 79.9
47 70.6 2145 285.1 5.8
1.6 95.2 58.9 154.1 31
100.0 2 995.6 19441 4939.7 100.0



TABLE 4. BREAK-DOWN OF INSURANCE COMPANIES’ LOANS BY GROUPS OF RECIPIENTS INCL.
BONDS AND ADVANCES TO POLICY-HOLDERS (RE-LENDING)

Dec. 31, 1959
Pension Non-life Total
and life insur-
nsur- ance
ance
Construction and real
estate 150.3 103.6 253.9
Industry 91.3 46.8 138.1
Power and electricity 17.9 6.5 24.4
Trade and communications 74.9 43.8 118.7
Central and
local government 52.0 30.1 82.1
Other credits 71.5 57.0 128.b
Total 457.9 287.8 745.7

insurance company loans. However, by the
end of the 1960’s industry, and trade and com-
munications had become the greatest bor-
rowers. This development has largely been
caused by insurance company lending to
those sectors from which the funds have come.
The employment pension premiums come
mainly from industry, trade and communi-
cations and re-lending to these sectors oc-
curs almost automatically. At the same time
the share of the public sector has increased,
primarily as a result of the purchases of
bonds by insurance companies. See table 4.

The major part of the insurance companies’
investments is in the form of loans. The share
of lending in total investment decreased
slightly in spite of the considerable use of
borrowing options by policy-holders of life
and pension insurance companies. These loans

Dec. 31, 1969
Per Pension Non-life Total Per
cent and life insur- cent
insur- ance
ance
341 359.4 2563.2 612.6 17.8
18.5 961.8 2321 1193.9 34.7
3.3 72.3 20.4 92.7 2.7
15.9 507.9 197.8 705.7 20.5
11.0 378.7 163.7 542.4 15.8
17.2 202.4 89.0 291.4 8.b
100.0 24825 956.2 34387 100.0

amounted to 1071.1 million marks and ac-
counted for 35 per cent of total lending of
these insurance companies in 1969. In place
of lending insurance companies increased
their purchases of bonds from the public
sector and their investment in real estate.
During the period under review investment in
other securities trebled but total investments
increased five-fold. See table 5.

In 19569 as much as 70 per cent of lending
was granted on real-estate morigage. In 1969
the corresponding figure, excluding lending to
policy-holders, was 50 per cent. The statistics
provide no information on guarantees used for
re-lending.

The average term of loans granted by insurance
companies is 10 vyears. Life and pension
insurance companies make substantially more

TABLE 5. BREAK-DOWN OF INSURANCE COMPANIES’ INVESTMENTS

Dec. 31, 1958
Pension Non-life Total
and life insur-
insur- ance
ance
Investments
Loans 405.9 275.6 681.5
Bonds 38.6 25.6 64.2
Shares and stocks 7.8 19.5 27.3
Real estate and shares
therein 29.2 36.0 656.2
Total 481.5 356.7 838.2

Dec. 31, 1969
Per Pension Non-life Total Per
cent and life insur- cent
insur- ance
ance
81.3 2210.3 895.1 31054 78.6
7.7 257.5 75.8 333.3 8.5
3.3 26.7 48.1 74.8 1.9
7.7 261.5 173.6 435.1 11.0
100.0 2756.0 11926 3948.6 100.0
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TABLE 6. DISTRIBUTION OF INSURANCE COMPANIES’ REVENUE AND EXPENDITURE

1959
Pension Non-life Total
and life insur-
insur- ance
ance
Revenue
Premiums 79.4 271.8 351.2
Decline in risk liabilities 0.6 53 5.9
Reinsurance 0.4 87.3 87.7
Capital revenue 35.7 31.3 67.0
Other revenue 0.2 3.0 3.2
Total 116.3 398.7 515.0
Expenditure
Compensations paid 32.0 171.8 203.8
Increase in risk liabilities  54.7 41.3 96.0
Reinsurance 0.7 118.9 119.6
Operating expenses
Salaries 13.6 221 35.7
Other operating
expenses 13.7 30.6 443
Taxes and public fees —_ 5.1 5.1
Interest expenses 0.2 2.1 2.3
Other expenses — 0.2 0.2
Profit 1.4 6.6 8.0
Total 116.3 398.7 515.0
long-term loans than the non-life compa-

nies, and the loan periods may be as long
as 2b years. When housing loans are in
question loan periods exceeding the average
are granted if the borrower has obtained a
state loan for the same purpose.

Real estate is the most common guarantee.
Usually only first-class residential, office or
similar buildings are accepted as guarantees.
Guarantees by the State, municipalities or
banks are also regarded as acceptable. Loans
to central or local government are granted
without collateral.

An upper limit of 8 % per cent for interest on
insurance company loans was fixed in an agree-
ment concluded by the Bank of Finland, re-
presentatives of the Government and of in-
surance companies in 1968. The average rate
of interest on housing loans was lower,
7 % per cent. In 1971 all interest rates were
raised by 1 percentage unit. Since 1968 the
application of index linkages in lending has
not been possible.
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1969
cont A
nsur- ance
ance

68.2 490.6 889.4 1 380.0 70.4
1.2 5.1 1.7 6.8 0.4
17.0 12.0 2131 2251 11.6
13.0 207.3 131.6 338.9 17.3
0.6 0.3 9.2 9.5 04
100.0 716.3 1245.0 1960.3 100.0
39.5 246.8 580.2 827.0 42.2
18.7 374.5 163.4 537.9 27.5
23.3 4.8 286.8 291.6 14.8
7.0 39.6 81.8 121.4 6.2
8.6 35.6 93.3 128.9 6.6
1.0 4.7 9.9 14.6 0.7
0.4 7.2 16.3 235 1.2
— 0.1 2.4 25 0.1
1.5 2.0 10.9 12.9 0.7
100.0 7156.3 1245.0 1960.3 100.0

REVENUE AND EXPENSES OF FINNISH
INSURANCE COMPANIES

The greater part of the insurance companies’
revenue consists of premiums and return on
reinsurance. The largest items of expenses are
settlements. increases in insurance reserves and
the costs of reinsurance.

The most characteristic change in the structure
of insurance company revenue during the
period under review is the decline from 86 per
cent to 82 per cent in the share of the revenue
related to actual insurance activity. At the same
time the relative share of expenses due to
insurance activity proper has increased from
82 per cent to 85 per cent. See table 6.

The percentage share of capital revenue in total
revenue has increased markedly during the
decade under review. Receipts from premiums
have increased four-fold and capital revenue
five-fold. The share of management expenses,
both salaries and other operating expenses, has
declined.



Changes in the profits reflect the development
of the insurance sector during the period under
review: the deterioration of the loss ratio has
been partly compensated for through rationali-
zation and the yield from investments.

CO-OPERATION BETWEEN FINNISH
INSURANCE COMPANIES

The common interests of the Finnish insurance
companies are guarded by the Federation of
Finnish insurance Companies. It a) supervises
insurance activity in Finland, its development
and its service to society, b) follows the
development of legislation on insurance com-
panies. ¢) maintains connections with other
organizations and authorities, prepares reports
and makes proposals, d) endeavours to shed
light on the aims and significance of insurance
activity and e) aids its members in other
matters which it is able to undertake or which
are of general interest. In addition, the Federa-
tion represents Finnish insurance companies
within the Nordic countries and internationally.
Practically all the insurance companies are
members of the Federation.

The Information and Training Centres of Finn-
ish Insurance Companies operate under the
supervision of the Federation of Finnish In-

surance Companies. The insurance companies
representing different fields of insurance activ-
ity — life insurance, property insurance, em-
ployment accidents insurance, personal ac-
cident insurance, motor insurance, employment
pension insurance — have their own co-
operative organs. There is also a rehabilitation
centre run jointly by three of these organs.

The following insurance pools are in operation:
The Finnish General Insurance Pool, The Finn-
ish Atomic Insurance Pool, two pools for
employment accidents insurance, two pools
for motor insurance, The Nordic Pool of Avia-
tion Insurers, and The Finnish Pool of Aviation
Insurers.

INSURANCE COMPANY SUPERVISION

There is a department within the Ministry of
Social Affairs and Public Health, which is
charged with the supervision of insurance
companies. The Ministry has the right to
inspect these companies and require informa-
tion on their activity. If the Ministry finds that
an insurance company fails to observe the law,
the scope of its licence or its articles of
association, the Ministry may forbid the
company to underwrite new policies. In
certain cases the Government may also
restrict or revoke the licence of a company.
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ITEMS

National income. The Central Statistical vised figures for 1969. The following tables
Office has recently published the provisional indicate the developments of certain items of
figures of national income for 1970 and re- national income in the period, 1967—1970.

Table 1. Distribution of the national income, mill. mk

1967 1968 1969 1970 p
Compensation of employees 15 327 17 083 191156 21 611
income from unincorporated enterprises 3598 4063 4526 4874
income from property to households 2 947 3279 37568 4075
Income from property and entrepreneurship to general
government o7 1051 1128 1232
Corporate saving 499 839 1210 1530
Direct taxes on corporations 782 832 868 888
Less interest on the public debt 331 388 417 427
Less interest on consumers’ debt 70 89 110 135
National income 23723 26 670 30078 33648
Net factor income abroad 209 275 323 397
Net domestic product at factor cost 23932 26 945 30401 34045

Table 2. Disposable income, consumption and saving, mill. mk

1967 1968 1969 1870 p

Households:

Disposable income 19 398 21 567 24149 26 388

Consumption 17189 18 682 20998 22909

Saving 2209 2 885 31561 3479
Corporations:

Disposable income (= saving) 499 839 1210 1530
General government:

Disposable income 7 252 8 343 9124 10 406

Consumption 4 852 5693 6212 6 925

Saving 2 400 2 650 2912 3481
Total:

Disposable income 27 149 30749 34 483 38 324

Consumption 22041 24 375 27 210 29834

Saving 5108 6374 7 273 8490
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Table 3. Expenditure on gross national product, mill. mk

1967 1968 1969 1970 p
Private consumption expenditure 17189 18 682 20998 22909
General government consumption expenditure 4852 5694 6212 6925
Gross private capital formation 5682 5949 7227 9217
Gross general government capital formation 1616 18562 1945 1942
Increase in stocks and statistical error 1048 1421 2019 2 842
Exports of goods and services 6 358 8 308 10096 11 965
Less imports of goods and services 6 63b 7 758 97569 12 555
Expenditure on gross domestic product 30110 34148 38738 43 245
Net factor income from abroad — 209 — 275 — 323 — 397
Expenditure on gross national product 29 901 33873 38 415 42 848

Table 4. Annual changes in the volume of fixed capital formation, per cent

1967 1968 1969 1970 p

Construction of buildings +4 —8 +16 +17
Dwellings +1 -3 +13 +19
Other +7 —13 +18 +14
Road and waterway construction —1 +5 —8 —b5
Machinery and equipment —13 —4 +22 +15
Volume of fixed capital formation —3 —4 +12 +12

Investment capital flows in January—
June 1971. Foreign direct investment in Fin-
land, according to the permits granted by the
Bank of Finland, amounted to 37.6 million
marks in the first half of 1971. Of this, 16.1 mil-
lion marks was invested in production, 19.6
million in trade, and 1.9 million in other types
of enterprises. Investment originating in EFTA
countries totalled 14.8 million marks, and that
in EEC countries 1.0 million, while the remain-
der, 21.8 million marks, came mainly from the
Soviet Union and the United States. In addi-
tion during the first half of 1971, foreign parent
companies granted or arranged loans up to
the value of 12.1 million marks for their
subsidiaries located in Finland. Thus the total
inflow of investment capital was 49.7 million
marks in this period. Direct investment in Fin-
land in the corresponding period one year
earlier was 27.9 million marks, and subsidiary
companies’ loans 16.2 million marks, which
together totalled 44.1 million marks.

According to statistics based on the permits
granted by the central bank, Finnish direct

investment abroad was 40.0 million marks,
and loans from or arranged through Finnish
parent companies to their foreign subsidiaries
totalled 62.6 million marks. Thus the total
outflow of investment capital in the first half
of 1971 was 102.6 million marks, a significant
increase over the corresponding outflow,
23.17 million marks, of the first six months of
1970. Investment in and lending to productive
enterprises totalled 74.7 million marks, and
the remainder, 27.9 million marks, went pri-
marily to marketing enterprises. Firms in EFTA
countries received 30.4 million marks and
those in EEC countries, 9.6 million marks. The
major part of the remaining 62.6 million marks
was invested in a wood-processing project in
Canada.

Thus in the first half of 1971 the net outflow
of investment capital was 52.9 million marks.
Of this, the net outflow of direct investment
was only 2.4 million marks. while the net
outflow of loans was 50.5 million marks.
However, the direct impact of these loans on
the Finnish balance of payments was slight
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since the parent firms raised the major share
of the funds used for the financing of these
loans in foreign capital markets.

Mortgage Bank of Finland Oy. In order to
increase the effectiveness of selective credit
policy, the Bank of Finland has decided to
permit the Mortgage Bank of Finland Oy.,
which is owned by the Bank of Finland, to
increase its credit-granting. The equity capital
of the Mortgage Bank will be increased
significantly, and the Post Office Bank wiill
subscribe to one half of the new share issue.

The present aim of the Mortgage Bank of
Finland is to provide long-term finance for the
development of Finnish industry. Enterprises
which are planning to enter new branches of
industry, to introduce new production tech-
niques, to change their product-mix or to
rationalize their production will be favoured
by the Mortgage Bank when it grants credit.

In general, the Mortgage Bank will finance
investment projects of 10 million marks or
more. In addition to profit margins, the esti-
mated capital-output ratio of the project will
be considered when advances are being made.
The influence of the project on employment
and regional development will also be
weighed.

The Mortgage Bank of Finland will thus con-
centrate on the financing of rather large in-
vestment projects, which often require the
close co-operation of several financial institu-
tions. By providing a considerable part of the
finance for certain projects, the Mortgage Bank
will promote collaboration and facilitate the
raising of the additional required finance from
other sources.
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Foreign trade, 1966 — 1971
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