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RECENT ECONOMIC AND FINANCIAL MARKET DEVELOPMENTS
by Timeo Taivalahe, M. Pol. Sc.

Economics Department
Bank of Finland

STRONG ECONOMIC
EXPANSION
CONTINVUES

he Finnish economy has

continued to expand

vigorously in 1988. In the
first six months of the year, real
GDP grew by 4.3 per cent com-
pared with the corresponding
period of 1987, and much the
same rate is expected for the
year as a whole. Investment,
private consumption and pub-
lic consumption have all in-
creased at a rapid pace. Ex-
ports to western markets have
done well but, owing to a de-
cline in bilateral trade, exports
as a whole have made only a
modest contribution to total out-
put. Strong domestic demand
has been increasingly reflected
in accelerating inflation and a
widening current account defi-
cit.

In the January-August peri-
od, manufacturing production
was 3.7 per cent higher than a
year earlier. Output growth has
come up against capacity con-
straints inmany branches. Pulp
and paper mills have been run-
ning at full capacity and labour
shortages have hampered
growth in the metal and en-
gineering industry. Most seri-
ous, however, have beentheca-
pacity shortages that have
emerged in the construction
sector.

Unemployment has declined
moderately, stabilizing at about
41/2 per cent of the labour
force. However, this figure con-
ceals considerable regional
and occupational mismatches.

Consumer prices rose by
09 per cent in September,
reflecting the effect on the con-
sumer price index of the sharp
rise in dwelling prices early in
the year. In September, con-
sumer prices were 56 per cent
higher than a year earlier, and
the 12-monthrise is expected to
top 6 per cent by the end of the
year. Apart from housing costs,
consumer prices have been

boosted by higher indirect tax-
es and state charges and tariffs.
in the first six months of this
year, the current account post-
ed a deficit of FIM 6.3 billion,
and this is estimated to have in-
creased by some FIM 4 billion
in the third quarter. The bulk of
the deficit is attributable to in-
terest payments on foreign
debt, though a growing deficit
on services and increased de-
velopment assistance have
been contributory factors.

The current account has
also been weakened by the fact
that the surplus on merchan-
dise trade disappeared in the
summer, with the trade account
registering a deficit of FIM 1.3
billionfor the first nine months of
this year. However, scheduled
deliveries suggest a surplus in
the final months of the year. In
January-September, the vol-
ume of exports was virtually un-
changed from last year, where-
as imports increased by 9 per
cent. On the other hand, Fin-
land’s terms of trade improved
by 3 per cent over the same
period. Imports of consumer
and investment goods, in par-
ticular, were buoyant.

There was practically no
change in the value of bilateral
exports, while bilateral imports
fell back by a further 10 per cent
as a result of cheaper oil, Fin-
land’s main import from the So-
viet Union. The payments ar-
rangements between the two
countries were amended re-
cently to help spread the im-
pact of the lower oil price on
trade over a longer time span.?

STABILIZATION

AGREEMENTTO

CHECK COSTS

In late August, the central
labour market organizations
and the Government conclud-
ed a stabilization agreement
designed to reverse the trend of
accelerating wages and prices

1 See the item in the October 1988 issue
of the Bulletin.

and, indirectly, to improve Fin-
land’s external balance.?

Under the agreement, nomi-
nal wages andsalaries areto be
raised by just over 1 per centin
March 1989. By reducing the
personal tax burden, the
Government will ensurethatthe
purchasing power of wage and
salary earners increases by 2.5
per cent in real terms next year.
The agreement also contains
an index clause providing for
extra pay increases should
consumer prices rise by more
than 1.2 per cent from Septem-
ber to December this year or by
more than 4 per cent from De-
cember 1988 to December
1989.

The implementation of the
agreement requires approval
by individual unions. Most un-
ions responded affirmatively in
September, but the decision of
certain key industrial unions
is not expected untl mid-
November. Workers in the con-
struction sector rejected the
agreement and will not there-
fore be entitled to any pay in-
creases that might arise under
the index clause.

1989 BUDGET PRO-

POSAL PROVIDES FOR

START OF TAX

REFORM

According to the. budget
proposal for 1989 submitted to
Parliament in September, cen-
tral government expenditure
willincrease by 2 per centin vol:
ume terms next year over the
estimated outturn for 1988 and
by slightly more in comparison
with planned expenditure in
thisyear's ordinary budget. The
net borrowing requirement will
increase slightly. Since local
government expenditure is set
tocontinue expanding atafairly
rapid pace, the public sector as
awhole will boost domestic de-
mand in a fashion not entirely
compatible with the overall bal-

2 See also the item in the September
1988 issue of the Bulletin.



ance of the economy.

The budget proposal also
provides for the introduction in
1989 of the first phase of the
comprehensive tax reform. In
personal taxation, the number
of income tax bands is to be
reduced from eleven to six. At
the lower end, the minimum an-
nual income subject to state tax
will be raised by 20 per cent to
FIM 36 000. Marginal tax rates
in state taxation will vary be-
tween 11 and 44 per cent next
year, whereas the highest rate
now is 51 per cent. When local
government tax and social
security contributions are taken
into account, the highest mar-
ginalrate next year will be about
64 per cent. However, taxpay-
ers can expect only a modest
easing in the overall tax burden
as the scope for lower tax rates
has largely been created by
reducing the number of allow-
able deductions and by raising
the taxable value of fringe
benefits.

A maijor reform of corporate
taxation will be implemented in
1990 with the introduction ofthe
"avoir fiscal” system. This will
eliminate double taxation of
dividends by crediting the tax
pad by the company to
recipients of dividends. In this
context, it is proposed to lower
the corporatetaxrate (incl. local
taxes) by 5 percentage pointsto
about 45 per cent. Foreign in-
vestors will also be entitled to
tax credit on the basis of inter-
national tax treaties. Other im-
portant changes in corporate
taxation include cuts in invento-
ry, investment and other re-
serves.

CURRENT ACCOUNT

DEFICIT KEEPS

INTEREST RATES UP

Monetary policy has been
characterized by ongoing ef-
forts to curb domestic demand
as effectively as possible within
the framework of a stable ex-
changerate. Thistask wasfacili-
tated somewhatbytheriseinin-
ternational interest rates in the
late summer.

Heavy capitalinflows early in
the year gave way to a moder-

4 ate outflow in the third quarter.

Apart from a smaller interest
rate differential, this was largely
the outcome of the decision of
the Bank of Finland in June to
forbid banks from intermediat-
ing foreign currency credits
through their trust departments
to customers not authorized to
borrowininternational markets.
Furthermore, capital exports
were further liberalized fromthe
beginning of August.

With the reversal of the capi-
tal inflow, the Bank of Finland
has intervened occasionally in
the foreign exchange markets
in order to keep the exchange
rate close to the lower limit
(revaluation point) of its band.
As a result, the official convert-
ible foreign exchange reserves
declined from their peak of FIM
34 billionin early July to FIM 28
billion in late September, but
there was little change in Oc-
tober. The ensuingtightening of
markka liquidity, in turn,
brought about a gradual rise in
domiestic interest rates.

In recent months, domestic
money market rates have been
running at around 101/2 per
cent, i.e, 11/2—2 percentage
points higher than the weighted
average of the eurorates of the
12 currencies included in the
Bank of Finland currency in-
dex. After appreciating slightly
in the late summer, the external
value of the markka has re-
mained stable at just under one
percentage point above the
lower limit of its 4.5 per cent fluc-
tuation range.

In October, the banks' cash
reserve ratio was raised by 0.3
percentage pointto 7.3 per cent
of the cash reserve base in Oc-
toberandafurtherriseto 7.6 per
cent of the base was an-
nounced for November. This
contributed to the rise in money
market rates to about 11 per
centinlate October. As atechni-
cal measure, on October 6, the
call money deposit rate was
lowered to 4 per cent and the
call money credit rate raised
to 13 per cent in order to
encourage banks to balance
liquidity differences between
themselves primarily in the
interbank market.

The rapid expansion of
domestic credit started to level
off in the summer. However, in
August, banks’ total lending to
the public was still 26 per cent
higher than a year earlier;
markka-denominated lending
was up by 22 per cent while
lending in foreign currencies
had increased by nearly a half.

Companies have borrowed
abroad to take advantage of
lower foreign interest rates
while a substantial part of new
markka lending has beentaken
up by households. Though, in
part, this reflects strong pent-up
demand it also indicates the
fact that, because of the fairly
liberal provisions for the deduc-
tibility of interest payments in
taxation, households are still
rather insensitive to changesin
interestrates. The tax reform will
partially curtail the deductibility
of interest expenses next year.
The tax-exemption of house-
holds’ interest earnings on ordi-
nary bank deposits is also to be
reduced to some extent.

In connection with the
stabilization agreement, the
Bank of Finland made a prom-
ise, conditional on all the essen-
tial components of the agree-
ment being approved by the
unions, tolowerthe base rate by
half a percentage point from its
present level of 8 per cent at the
beginning of next year.

In the securities market,
share prices have drifted down-
wards during the autumn. An
all-time high was reached on
the Helsinki Stock Exchangein
early August, when prices were
13 per cent higher than at their
pre-crash peakin October 1987
and 39 per cent higher than at
the beginning of the year. Atthe
end of October, share prices
were 7 per cent lower than in
August. This may reflect not
only increased uncertainty
about the future — including
the effects of the tax reform —
but also the fact that a record
amount of new issues has been
floated in recent months.

November 1, 1988



FINLAND'’S COMMERCIAL RELATIONS WITH

DEVELOPING COUNTRIES
by Alec Aalte, Deputy Director General

Ministry for Foreign Affairs

hen examining Fin-
land’s external eco-
nomic relations, the

developing countries, or LDCs
(less developed countries), are
normally taken to be those
countries which are not mem-
bers ofthe OECD or the CMEA.
Our knowledge of the develop-
ing world is, on the whole, limit-
ed and of recent origin. Trade
and tourism are phenomena of
the last few decades, and Fin-
land has neither the historical
relationships nor the geo-
graphical proximity to create
a special awareness of any
particular developing country.

It is probably true to say that
Finland has been equally un-
known to the developing coun-
tries. The impact of Finnish
development assistance or
peacekeeping forces is rather
limited in this respect. Being a
member of EFTA or one of the
neutral countries of Europe
does not carry much weight
when trying to promote Finnish
trade in the Third World. The
Scandinavian connection may,
incidentally, have a better refer-
ence value in some parts of the
world.

There are instances when a
company from a small, non-
aligned nation is preferred to a
multinational as a supplier of
goods or know-how. But,
though a colonial pastcanbe a
political handicap for a country,
it can often be turned into a
commercial advantage for its
companies, when there is a
common language, uniform
standards and long-estab-
lished administrative and trad-
ing ties. A small, newly-inter-
nationalized country like Fin-
land has few initial advantages
when entering untried, far-off
markets.

Given the heterogeneity of
the developing world and the
fact that trade relations be-
tweenFintand and alarge num-
ber of LDCs are non-existent, it
could be argued that this as-
pect of Finland's external eco-
nomic relations is no more than
just a number of individual
cases. Our economic coopera-
tion with the developing world
lacks uniform structures such
as the OECD framework, the
free trade arrangements in
Western Europe and — though
less uniform — the trading
arrangements with the socialist
countries of Europe. However,
certain unifying features have
been emerging during the
last two decades. The system
of Generalized Specialized
Preferences (GSP), which
favours imports from develop-
ing countries, is slowly expand-
ing. Various financial mecha-
nisms for promoting Finnish
exports and investments have

recently been created. A stan-
dardtype of agreement on eco-
nomic and industrial coopera-
tion is in force between Finland
and nearly thirty developing
countries.

TRADE IN GOODS

The LDCs' share of world
trade is around 20 per cent, of
which two-thirds is carried on
with the OECD countries. Trade
with LDCs makes up about 20
per cent of the total trade of the
OECD countries. In Finland's
case, the corresponding figure
has been noticeably lower, in
recent years well below 10 per
cent (Chart 1). Imports from
LDCs peaked in 1980 at 136
per cent of total imports, while
exports have only rarely ex-
ceeded the 10 per cent level.

Taking into account the fluc-
tuations in the prices of oil and
coffee, the two single most im-
portant items in Finnish imports

CHART 1.
FINLAND'S TRADE WITH
TRIES IN 1970 - 1987
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CHART 2.

COMPOSITION OF FINLAND'S TRADE WITH DE-
VELOPING COUNTRIES IN 1980 - 1987 BY MAIN
CATEGORY OF GOODS, PERCENTAGE SHARES

EXPORTS
% 100
80| 4
60|
3
a0f
2
20
1
0

1980 B84 82 B3
1. Paper and board

84 B85 86 87

2. Other forest industry products
3. Machinery, equipment and transport equipment

4. Other goods

IMPORTS

% 100
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1. Crude oil

2. Coffee

3. Other foodstuffs
4. Textiles, clothing and footwear
5. Other goods

from developing countries,
trade both in value and particu-
larly volume terms has in fact
been rather stable over the last
decades.

Theshare of exportsto LDCs
in Finland's total exports was
around 6 per cent in the late
1960s, gradually rose to a rec-
ord high of 10 per centin 1980
andthenfell slowly to 8 per cent
in 1987. The value of annual ex-

ports has decreased only three
times over the last twenty-five
years.

The share of imports from
LDCs in Finland's total imports
has been more volatile be-
cause of sharp variations in
commodity prices. After dis-
playing a slowly rising trend in
the 1960s, it grew at an acceler-
ating pace in the 1970s and
peaked in 1980.

On the whole, it would seem
that changes in the structure
and geographical distribution
of both imports and exports in
the last decade have been
greater than those in the ag-
gregate figures for trade with
LDCs.

Exporis

Forest industry products
have traditionally dominated
Finland's exports to developing
countries in both North Africa
and Latin America. In the
1980s, however, their share has
beendeclining, andthe volume
of exports has fallen consider-
ably.

The share of metal and en-
gineering industry products
has fluctuated between one-
quarter and one-third of total ex-
ports (Chart 2). Important
products include forest indus-
try machinery and machinery
and equipment for power
generating and transmission.
Telecommunications is a rapid-
ly growing export sector.

The export figures have oc-
casionally been inflated by
sales of second-hand ships
and the transfer of Finnish ships
to open registers in certain
small developing countries.

Other exportsinclude chem-
icals, whose share has been
steadily growing, and furs, es-
pecially to Asian countries.

Iimporis

While it is difficult to discern
any clear trends in Finnish ex-
ports, suchtrends are easily ob-
servable on the import side.
The combined share of crude
oil and coffee is today less than
half of that a few years ago.
While the volume of imported
coffee has remained stable
over the years, that of oil has
declined rapidly as a result of
reduced reliance on oil as an
energy source and changes in
the supply structure (Chart 2).
Most ofthe country’s oil require-
ments are covered by imports
from the Soviet Union, trade
with which is conducted on a
bilateral basis.

Traditional imports from de-
veloping countries of tropical



fruit and other foodstuffs have
not changed much in reccent
years. On the other hand, both
textiles and footwear have been
growing rapidly, as, too, have
several other categories of
finished goods, such as office
equipment, audiovisual equip-
ment and other electronics.

The established view of
LDCs as exporters of primary
commodities with only a limited
supply of marketable industrial
goods no longer holds true in
Finland's case, if imports from
these countries are viewed as a
whole. However, the benefits of
the changes in the structure of
imports are unevenly spread. A
few newly-industrializing econ-
omies(NIEs)in Asia have estab-
lished themselves in the rapidly
expanding market for finished
consumer goods, while a grow-
ing number of countries are still
competing for a share of the
less promising market for food-
stuffs and cheap textiles.

Trading pariners

The changing pattern of
trade is strongly reflected in the
figures for individual trading
partners. The OPEC countries
accounted for 60 per cent of
Finland’s imports from the de-
veloping world in 1980, virtually
all of their share consisting of
gil. Seven years later OPEC ail,
originating entirely from Saudi
Arabia, accounted for less than
15 per cent. As Finnish compa-
nies succeeded in establishing
themselves as major suppliers
of goods and services to the
booming Arab market, the
large deficit of 1980 soon
turned into a substantial sur-
plus. Falling oil prices and the
Gulf War then sharply reduced
the overall volume of trade.
Trade balances with individual
Arab OPEC countries have
fluctuated considerably.

The expanding share of in-
dustrial goods in Finland's im-
ports from developing coun-
tries is reflected in the trade
figures for the four NIEs of Asia.
In 1980, Hong Kong, the
Republic of Korea, Singapore
and Taiwan accounted for 6 per
cent of imports from LDCs,

whilein 1987 their share had ris-
en to 28 per cent (Table 1). In
this case, trade has developed
in a fairly balanced fashion:
while Finland’s exports to these
countries were virtually nil in
1980 they had risen to one-fifth
of all of her exports to develop-
ing countries in 1987.

TABLE 1. FINLAND'S FOREIGN TRADE
WITH DEVELOPING COUNTRIES: TOP
TWELVE

IMPORTS

Share of total imports from developing
countries, per cent

1987 1980
Saudi Arabia 125 366
Republic of Korea 9.9 1.8
Brazil 8.9 5.0
Hong Kong 8.1 25
China 8.0 1.4
Taiwan 7.8 0.6
Colombia 6.3 5.6
Costa Rica 3.2 23
Singapore 2.3 0.6
Thailand 2.3 0.5
Morocco 21 0.9
Malaysia 2.1 0.8
EXPORTS

Share of total exports to developing coun-
tries, per cent

1987 1980
China 9.8 5.1
Repubiic of Korea 79 0.6
gypt 7.0 6.4
Saudi Arabia 6.0 53
Hong Kong 54 0.8
India 4.3 2.4
Algeria 41 5.8
Taiwan 35 0.3
Singapore 3.4 1.2
Brazil 34 3.6
Indonesia 3.0 16
British Territories in the
West Indies 29 0.2

The three main suppliers of
coffee to the Finnish market,
Brazil, Colombia and Costa
Rica, have each run a consis-
tent surplus in their trade with
Finland. In Latin America, only
Brazil is currently a major mar-
ket for Finnish exports.

As regards trade with other
developing countries, Finland
tends to be in surplus rather
thanin deficit. Normally Finnish
exports consist of forest indus-
try products or investment
goods, which, in practice, are
difficult to match with supplies

_of tropical agricultural prod-

ucts, textiles, leather goods and
handicrafts. As an adherent to
the principle of free trade and
with a strongly market-oriented
economy, Finland has been
neither able nor willing to
accept demands for cutting
trade surpluses through state
interference. Equally, Finland

has accepted huge deficits, eg.
with oil and coffee producers,
and called for stronger market-
ing efforts to reduce the deficits
by increasing Finnish exports.
A special trading situation is
created where trade is generat-
ed by official development as-
sistance (ODA).! Bilateral aid
accounts for 60 per cent and
multilateral aid for 40 per cent of
total Finnish ODA. The vast bulk
of Finnish bilateral aid is chan-
nelled to a number of Sub-
Saharan states and a few coun-
triesin Asia. Several ofthese are
among the least developed
countries (LLDCs). Since well
over half of all Finnish ODA is
spent on supplies of Finnish
goods and services, it is obvi-
ous that this has a significant ef-
fect onthe overall export figures
and especially on the trade bal-
ance of the main recipients of
aid. Incidentally, this also af
fects any analysis of the eco-
‘nomics of trade with LDCs.

TRADE IN SERVICES

Construction and consulting
activities played an important
role for some years in Finland's
economic relations with the de-
veloping world. The cycle was
short but intense. Construction
projects in developing coun-
tries, mainly in the Middle East,
amounted to over FIM 2.5 bil-
lionin 1982, i.e. over 60 per cent
of total exports in this sector
(Table 2). Last year, the cor-
responding figures were some
FIM 300 million and 15 per
cent. Facingincreased compe-
tition from Far Eastern countries
with cheaper labour and the
growth of a domestic construc-
tion industry in many develop-
ing countries, Finnish builders
can offer specialized tech-
niques and project manage-
ment, involving a minimum of
Finnish personnel on the spot.
Hotels and residential areas for
tourism is a potential new mar-
ket.

1 For a more detailed discussion of ODA,

see the article "Finland’s Development
Cooperation in Support of Structural
Adjustment” by Kai Helenius in the
November 1987 issue of the Bank of
Finland Monthly Bulletin.



TABLE 2. FOREIGN INVOICING OF FINNISH CONTRACTORS IN 1980 — 1967,

MILLION FIM

Total
1980 1981 1982 1983 1984 1985 1986 19871980—1987

Soviet Union 12901250160027301980 133012901514 12984

Other CMEA

countries 98 8 8 256 30 20 5 15 209

Western Europe and

USA 48 37 60 83 130 80 174 680

Middle East 776170224621085 845 650 315 144 7979

Central Africa 61 137 152 195 100 110 115 86 956

Far East 10 53 654 27 4 24 95 72 339

TOTAL (approx.) 230032004 30041003050 225019002000 23150

of which developing

countries 847 189226681307 949 784 525 302 9274
% (37) (59) (62) (32) (31) (35 (28) (1) (40)

Consulting servicesto LDCs
accounted for close to 60 per
cent of all exports in this sector
in 1981, while the correspond-
ing figure for last year was only
30 per cent (Table 3). Activities
are down to a minimum in the
Middle East and have been fall-
ing in Africa as well. The Far
East, by contrast, seems to be
an expanding market. There is
growing reliance on develop-
ment assistance programmes,
which, in fact, financed more
than half of consulting services
to LDCs last year. With the de-
cline in construction exports,
consultants are concentrating
on other sectors such as forest-
ry, energy, environmental ser-
vices and specialized services
for the public sector.

The economic importance
ofthe service sectorisdifficultto
assess for many reasons. Ex-
port figures can easily be mis-
leading, as part ofthe expenses
are local costs. Nonetheless, it
is obvious that construction
and consulting activities have
directly created export oppor-
tunities for Finnish goods, in-
creased the awareness of Fin-
land as an advanced nation

with a highly skilled workforce
and provided many Finns with
useful experience of working
abroad.

Other services play a minor
role and statistics are not readi-
ly available. Tourism is naturally
a source of growing surplus for
certain developing countries,
andthis hastobe bornein mind
when examining their deficits
on the trade side.

THE PROMOTING
AND FINANCING OF
EXPORTS

The setting of

riorities

pening up new markets in
the developing world requires
close interplay between the
business community, financial
institutions and government.
Normally, company interests
are the guiding factor, but the
assessment of commercial op-
portunities is often based on in-
formation provided by embas-
sies, The Finnish Foreign Trade
Association and official finan-
cial institutions. Sometimes the
authorities may try to stimulate
interestin a market where short-
term business prospects would

TABLE 3. EXPORTS OF CONSULTING SERVICES IN 1981 — 1987, BY REGION,

PERCENTAGE SHARES
1981 1982

Soviet Union 173 259
Other CMEA countries 0.2 0.8
Western Europe 22 19.2
Middle East 22.4 21.4
Africa 278 257
North America 24 1.0
Central and Latin America 0.7 1.2
Far East 7.0 48
TOTAL 100.0 100.0
of which developing
countries 57.9 53.1
MEMORANDUM ITEM:

8 TOTALin FIM MiLL. 364 444

1983 1984 1985 1986 1987
222 123 219 266 197
1.3 1.1 0.7 1.0 0.2
207 333 405 354 454
13.5 98 101 34 1.9
340 301 112 163 153
0.7 3.3 4.5 5.8 4.4
15 1.0 1.2 0.8 0.8
61 /91 99 107 123
100.0 100.0 1000 100.0 100.0
55.1 500 324 312 303
414 417 463 455 510

not seem a sufficient reason for
individual companies to estab-
lish or maintain a presence.

The point of departure is
whether a given country has a
market for those rather special-
ized goods and services which
Finland can competitively pro-
vide. Other factors are overall
economic performance, credit-
worthiness, payment record
and regulations relating to
trade, investments and foreign
companies.

Annual priorities are set on
the basis of economic and poli-
tical indicators and surveys
of business interests. These
are ftranslated into concrete
proposals for high level visits,
meetings of joint economic
commissions, participation in
international fairs, bilateral sym-
posia etc.

Selectivity is today’s watch-
word. With the increased inter-
nationalization of Finnish busi-
ness, there is a more realistic
and precise view of where com-
mercial opportunities lie. Ac-
cordingly, there is less need for
general exploratory missions.
Official efforts are concentrated
on fewer countries than before,
mainly in the Gulf region and
the Far East. Selectivity must
not mean neglect of those tradi-
tional markets where prospects
are temporarily less promising,
though in recents years promo-
tional activities in eg. Latin
America and Africa have, on
the whole, been less frequent
and more closely tied to con-
crete projects than before.

The debt situation

The worsening debt situa-
tion of the developing world
does not necessarily imply a
reduction in the volume of
trade. Some of the big debtors
are huge economies, in which
Finland’s share of external
trade is 0.2—03 per cent. In
markets where Finnish paper
or specialized high-tech goods
are attractive, finance need not
be a problem. In the case of
weaker economies, however,
development assistance be-
comes virtually the only source
of finance. Since Finland's as-



sistance focuses on afew coun-

tries, the debt problem
precludes trade with a large
number of LDCs.

Where economic risks are
considerable, export guaran-
tees are essential for economic
cooperation. Lessthan one-fifth
of all exports of goods to LDCs
are covered by official export
guarantees. This probably
reflects the composition of Finn-
ish exports, a large portion of
which  consists of non-
investment goods with short
terms of payment. Most invest-
ment goods and projects as
well as most exports to high-risk
countries are covered. It would
also seem that only a few of the
countries worst hit by the debt
crisis have been significant ex-
port markets for Finland.

Finland participates in the
activities of the Paris Club and
has entered into several agree-
ments on the rescheduling of
debts.

There have been relatively
few disputes concerning
receivables of individual com-
panies covered by export
guarantees and only a small
number of countries have been
involved. The problem is not
negligible, however, given the
modest size of the Finnish
companies involved and of
overall trade with LDCs.

The risk-taking capacity of
the export guarantee system is
a determining factor when try-
ing to diversify exports and
markets. More demanding
projects and potentially lucra-
tive markets may remain out of
reach, if too narrow limits are
placed on the availability of
guarantees. Some special ar-
rangements for LDCs may be
called for, especially as the
newly-created system of con-
cessional credits is likely to put
considerable strains on the
guarantee system.

Financin

Trade with geveloping coun-
tries is normally financed on
commercial terms. There are
no governmental agreements
on bilateral trade, and private
barter deals are very much the

exception. The terms of export
credits are determined on an
OECD consensus basis. Subsi-
dies cannot form alasting basis
for economically viable trade.
In spite of the view that trade
and aid are separate activities,
the Government — likeits coun-
terparts in other OECD coun-
tries — has seen the need for a
facility to support export credits
for projects and programmes
with a high development effect.
This  concessional  credit
scheme, in operation since
1987, follows the rules laid down
within the OECD. Interest in the
scheme has been consider-
able; to date there have been
over 100 applications involving
projects in 27 countries, nor-
mally low or middle-income
economies, and with a total vol-
ume of more than FIM 3 billion.
The scheme is administered by
Finnish Export Credit Ltd and
FINNIDA, while the final deci-
sion on the interest subsidy is
taken by the Government. So
far, only a few decisions have
been taken, and a large num-
ber of applications will prob-
ably never reach the commer-
cial stage, as most projects con-
cerned are internationally ten-
dered. The scheme will have to
be continuously improvedin or-
der to meet both development
and commercial requirements.
Barter deals are often advo-
cated as a means of promoting
Finnish exports where the pay-
ments situation is difficult or
where there is a serious im-
balance in trade. The official
line is that such deals have a
distorting effect on trade and
national economies in the long
run and that there is no man-
date for a governmentin a mar-
ket economy to enter into such
transactions. With these reser-
vations in mind, it can be noted
that barter trade accounts for
the bulk of one country’s trade
with Finland whiie in some oth-
er instances barter has been a
necessary condition for impor-
tant projects. On the whole,
however, the volume of barter
trade is modest, and ex
perience of it is limited.
International development

institutions and banks provide
opportunities for project ex-
ports, information on which is.
channelled to companies
through embassies and The
Finnish Foreign Trade Associa-
tion. Participation in World
Bank projects has lately been
on the increase. Contacts be-
tween companies and regional
development institutions, eg.
the Asian Development Bank,
are being actively promoted.

Contacts with national finan-
cial and investment institutions,
particularly in the Arab world,
have recently been established
with a view to exploring the pos-
sibilities of joint projects in third
countries. Both these and other
ideas for promoting coopera-
tion in third countries are fre-
quently discussed at meetings
of joint economic commissions,
but it seems difficult to find con-
crete ways of implementing
them. Some useful experience
has been gained through the
activities of the Nordic Invest-
ment Bank, which provides fi-
nance for projects with a multi-
Nordic content in developing
countries.

INVESTMENTS AND

ESTABLISHMENT

Finnish direct investment
abroad has been growing
rapidly in the 1980s. In recent
years, many important de-
veloping  countries  have
opened their economies to for-
eign investment with a view to
stimulating technology transfer
or simply providing employ-
ment through joint ventures or
wholly-owned  subsidiaries.
Some Finnish investment in
LDCs has taken place, but the
attraction is modest compared
with establishing in the EC or
the US (Table 4). Manufacturing
units are still rare, which indi-
cates that the transfer of tech-
nology is on a narrow basis
(Table 5). Only in Brazil, India,
Saudi Arabia, Singapore and
Malaysia are four or more Finn-
ish manufacturing units to be
found.

A government agency for
stimulatinginvestmentin LDCs,

FINNFUND, wassetupin1979. 9
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TABLE 4. NET INVESTMENT BY FINNISH COMPANIES IN SUBSIDIARIES AND
ASSOCIATES ABROAD IN 1980 — 1987, MILLION FIM

1980 1981 1982 1983 1984 1985 1986 1987
EFTA 76 167 263 138 1351 371 1723 686
EEC 148 256 430 598 654 817 1326 2385
North America 161 112 289 606 286 659 334 474
Developing countries 77 52 97 94 179 160 227 116
Other 25 25 46 15 9 69 31 126
TOTAL 487 612 1125 1451 2479 2076 3641 3786

At the end of last year, FINN-
FUND had investments to-
taling FIM 167 million in 23
projects in 16 countries. Partici-
pation by FINNFUND requires
a Finnish and local partner and
takes the form of equity hold-
ings and loans.

Problems encountered in
joint venture activities include
difficulties in assessing risks
and profitability, = meeting
managerial requirements and
training needs, and finding a
suitable local partner. This
is why government-to-govern-
ment discussions on the need
to promote investment seldom
lead to concrete results, unless
there are direct business in-
terests involved.

IMPORT

ARRANGEMENTS

There is a strong govern-
ment interest in promoting im-
ports from LDCs. In the Finnish
economic system, this cannot
be done through interference
in commercial activities or
through government pur-
chases. One means is the
advice and assistance provid-
ed to exporters of LDCs by
the government sponsored
PRODEC (Program for De-
velopment Cooperation). This
presupposes a willingness on
the part of the exporter to make
a marketing effort. Such a will-
ingness is often lacking in spite
of official efforts to increase
trade, mainly because Finland
is asmall and unknown market.

This, incidentally, explains why
a considerable proportion of
imports reach Finland through
third countries.

Another means of import
promotionisthe GSP system, in
force since 1972 and today
covering virtually all LDCs. All
industrial products are includ-
ed, with the exception of certain
sensitive products, e.g. textiles.
Agricultural coverage is more
testricted the aim being to
safeguard domestic farming.
The preferences have been
expanded to some extent over
the years, with special conces-
sions for the LLDCs. The rate of
utilization is high and there are
no quotas or other restrictions
involved.

The developing countries as
a group naturally benefit most
from those preferences which
give them a competitive advan-
tage in relation to industrialized
countries, i.e. in industrial
goods rather than in tropical
products. ltis not surprising that
the biggest beneficiary is the
Republic of Korea, followed by
Hong Kong.

The one notable exception
from the industrial coverage of
the GSP system is textiles. Fin-
land applies comparatively
high duties on garments and
has concluded agreements un-
der the multi-fibre arrangement
(MFA) with the most important
suppliers to the Finnish market.
These agreements are general-

ly regarded as reasonably

TABLE 5. TOTAL NUMBER OF FINNISH SUBSIDIARIES AND ASSOCIATES
ABROAD AS AT DECEMBER 31, 1987, BY SECTOR!

Manu-

facturing
EFTA 114
EEC 149
Developing countries 46
Others, total 79
GRAND TOTAL 388

12 Sector of subsidiary or associate
Incl. banks® branch offices

Financing
and

Sales insurance? Other Total
412 9 174 709
460 31 248 888
78 25 9N 240
172 17 135 403
1122 82 648 2240

liberal both in coverage and
quotas, and textile imports from
LDCs have been steadily grow-
ing. From the trade point of
view the quotas have probably
had the effect of diverting trade
from certain efficient Asian
producers to countries within
the European free trade sys-
tem. On the other hand it is
highly doubtful whether doing
away with all restrictions, in-
cluding duties, would benefit
a wider group of developing
countries. The net result might
be an increased flow of even
cheaper textiles from the big-
gest and most efficient
producers.

COOPERATION AT

GOVERNMENT LEVEL

The influence of the state is
presentat all levels of economic
activity in most developing
countries. Most forms of eco-
nomic cooperationthus require
the active or tacit support of
governmental authorities, at
least in the initial stage of open-
ing a new market. Contacts at
government level primarily
serve to explore opportunities
and identify public and private
parties interested in future
cooperation. At a later stage,
joint government efforts may be
needed to eliminate obstacles
and make shortcuts where pri-
vate business finds it difficult to
proceed. The standard vehicle
for joint action by governments
is an agreement on economic,
industrial and technological
cooperation (EIT).

An EIT agreement provides
a framework for economic
cooperation. It states the inten-
tion of the two governmenis to
initiate and pursue cooperation
in various fields and sets up a
joint commission for the im-
plementation of these inten-
tions. Depending on the role of
the administration in the other
country and on prevailing eco-
nomic conditions, such an
agreement can, from Finland’s
point of view, be a necessity, a
useful channel or a dormant re-
source. The network of EIT
agreements covers virtually all
of Finland's present or potential



TABLE 6. FINLAND'S AGREEMENTS ON ECONOMIC, INDUSTRIAL AND
TECHNOLOGICAL COOPERATION WITH DEVELOPING COUNTRIES

export markets (Table 6). Most
agreements have proved fruit-
ful. Joint commissions have
identified areas — sometimes
even concrete projects — of
common interest, cleared up
problems concerning trade
and payments and opened
doors for the business commu-
nity in both countries.

With the increased empha-
sis onthe role of the private sec-
torinmost LDCs, the traditional
type of regular meetings be-
tween high officials in joint com-
missions may have outlived its
usefulness. Increased direct in-
volvement of enterprises, per-
manent specialized working
groups and joint studies of in-
vestment opportunities are
methods that are being tried
out in order to revitalize the
work.

Special EIT grants have
been available since 1984 as
“seed money” for promising
projects of Finnish firms. The
money can be used for feasibil-
ity studies and training pur-
poses primarily within the
framework of EIT agreements.
Todate some FIM 28 million has
been made available for a total
of 90 projects in more than 20
countries. Matching funds are
provided by the Finnish firms
and their counterparts in the
country involved. The largest
number of projects have been
in China, Malaysia, Indonesia
and Colombia.

Besides the EIT network,
there are numerous agree-
ments on air transport, road
transport and taxation. A few
agreements on the protection
of investments have recently
been concluded and Finland
has sighed the convention on
the Multilateral Investment
Guarantee Agency. With the in-
creased emphasis on joint ven-
tures, this may be an important
development, and it is worth
noting that the opportunities for
foreign investment in Finnish
companies have been en-
larged as well.

PROSPECTS
Outlining the prospects for
trade with LDCs calls for

ASIA China
India

Indonesia

raq

Republic of Korea

Kuwait

Malaysia

Saudi Arabia

Thailand

United Arab Emirates
AFRICA Algeria
Egypt
Cameroon
Libya
Morocco
Nigeria
Senegal
Sudan
Tunisia
LATIN AMERICA Argentina
Brazil
Colombia
Mexico
Peru
Venezuela

Year of Number of joint
agreement commission meetings
1979/1987 6
1974 6
1987 1
1964 12
1979 4
1980 3
1980 3
1976 9
1988 -
1982 2
1982 1
1977 7
1988 —
1980 5
1979 2
1981 1
1987 —
1980 1
1965 —
1980 2
1981 2
1980 3
1975 6
1965 —
1979 1

N.B. Agreements with Iran and Jordan are under preparation

sweeping generalizations,
which will not necessarily be
applicable in any individual
case. A considerable number
of developing countries will
continue to be dependent on
ODA to finance vital imports. A
few newly-industrialized coun-
tries will be gradually integrated
into the circle of industrialized
market economies. In between
there lie small but wealthy
nations, huge economies with
low per capita income, and
middle-sized economies with
good potential. Commercial
prospects are often promising,
but, because of political and
economic  conditions, not
necessarily stable.

In Finland, the business
community and the authorities
are by now reasonably well ac-
quainted with the markets of the
developing world. Exploiting
their potential should be based
on selectivity in the choice of
markets, perseverance in mar-
keting efforts and deeper locall
involvement. The heavy costs
involved normally limit partici-
pationto the big exporting com-
panies or to smaller internation-
ally specialized firms.

Most developing econo-
mies are becoming more
market-oriented, with increas-
ing reliance on private busi-

ness. Transfer of technology, a
local partnership and direct in-
vestment may be necessary
preconditions for a long-term
presence in a market.

Local production based on
Finnish know-how and machin-
ery can resultin products better
suited to LDCs than certain
traditional Finnish exports, in
cases where the quality/price
ratio is more geared to the de-
mands of OECD markets.

Finance is readily available,
butthere is a need for more risk-
taking and for less subsidies,
if this can be agreed upon
internationally.

Raising the developing
countries’ share of our total
trade is no end in itself. Whose
share should be correspong-
ingly reduced? But a healthy,
growing commercial relation-
shipisavital elementin ourrela-
tions with the developing world
and an integral part of the inter-
nationalization of Finnish busi-
ness and industry.

November 1, 1988
]




ITEMS

I
SCHEME FOR
FINANCING
DOMESTIC SUPPLIERS’
CREDITS

KTR CREDITS)

n October, the Bank of Fin-
land announced that it would
discontinue the financing of
domestic suppliers’ credits as
from the beginning of 1989.

The purpose of the scheme
for financing domestic suppli-
ers' credits, which was in-
troduced in the 1960s, is to en-
sure competitive financing for
Finnish suppliers during times
of credit rationing. Thus the
aims ofthe arrangement mainly
relateto structural policy. Under
the scheme, the Bank of Fin-
land finances part of suppliers’
credit on certain terms while
banks grant the remaining
financing at an interest rate de-
termined by the Bank of Fin-
land.

As the availability of financ-
ing has improved substantially
and companies’ foreign bor-
rowing has been deregulated
toalarge degree, both newand
outstanding commitments un-
der the scheme have
decreased significantly. Con-
sequently, the financing of
domestic suppliers’ credits no
longer serves its original pur-
pose. In these circumstances,
the decision to discontinue the
scheme will not have any
noticeable impact on financial
markets.



MONETARY AND FOREIGN EXCHANGE POLICY MEASURES
FROM JANUARY 1988 TO NOVEMBER 1988

1988
JANUARY

interest rate policy. With
effect from January 1, 1988,
the Bank of Finland
commences to calculate
and publish 3- and 5-year
long-term market rates on
a monthly basis. Banks may
use these rates as reference
rates in their lending (incl.
housing loans). The long-
term reference rates are
based on market rates for
taxable, fixed-rate bonds.
Like HELIBOR rates, they
are calculated on the basis
of the offered rates quoted
by the five largest banks.
Housing loans. With effect
from the beginning of 1988,
banks may, in addition to
the base rate, use the 3- and
5-year market rates calcu-
lated and published by the
Bank of Finland as reference
rates for their new long-
term housing loans.
Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 4.9 per cent to 5.3
per cent of the cash reserve
base in January.
Special financing
arrangements. The Bank
of Finland decides to amend
the terms applied to the
financing of domestic
suppliers’ deliveries (KTR
credits) as from the beginning
of 1988. According to the
new terms, the rate of interest
on KTR credits is 2%, per-
centage points over the
Bank of Finland’s base rate
while the Bank of Finland’s
share in the financing of
the purchase price of a
delivery is 30 per cent.

The Bank of Finland
decides to abolish the

financing arrangements

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

in 1988.

FEBRUARY

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

per cent of the cash reserve
base in February.

MARCH

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

is tied to the base rate, is

8 per cent. These loans

can be granted up to 80

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

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

per cent of the cash reserve
base in March.

APRIL

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

per cent of the cash reserve
base in April.

MAY

interest rate policy. The
Bank of Finland raises its

base rate from 7.0 per cent
to 8.0 per cent as from

May 16, 1988.

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
from 6.5 per cent,to 7.0

per cent of the cash reserve
base in May.

AUGUST

Foreign Exchange
Regulations. The Bank

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

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

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

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

13



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

SEPTEMBER
Export deposits. The

Government decides to
levy export deposits of 4.5
per cent on semi-bleached
and bleached sulphate pulp
exported during the period
September 23, 1988 to
September 22, 1989. The
deposits are to be made
with the Bank of Finland,
which will pay interest at
the rate of 7.25 per cent
on them.

OCTOBER

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 centto 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 centto 7.6

per cent of the cash reserve
base in November.
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FINLAND IN BRIEF

Finland'covers an area of more than
338 000 square kilometres (1986). The
total area is slowly increasing because
of the steady uplift of the land since the
last glacial era. The country shares
frontiers with Sweden in the west, Nor-
way in the north and the Soviet Unionin
the east and has a coastline bordered
by the Battic Sea in the south and west.
Agricultural land accounts for 8 % of the
total area, forestand other wooded land
for 69 % and inland waters for 10 %.
Located between latitudes 60° and 70°
north, FAinland has warm summers and
cold winters. Helsinki on the south
coast has an average maximum
temperature of 22°C (72°F) in July and
-40C (25°F) in February.

Finland has a population of
4939000 (Dec. 31, 1987) and an
average population density of 16.2 per
square kilometre. The largest towns are
Helsinki {Helsingfors), the capital, with
490000 inhabitants, Tampere (Tam-
merfors) 170000 and Turku {Abo)
160 000.

There are two official languages:
93.6 % of the population speaks Fin-
nish as its mother tongue and 6.1 %
Swedish. There is a small Lapp popu-
lation in the north. Finnish is a member
of the small Finno-Ugrian group of
languages, which also includes Esto-
nian and Hungarian.

FORM OF GOVERNMENT

Finland is a parliamentary democ-
racy with a republican constitution.
From the twelfth century to 1809 Fn-
land was part of the Kingdom of Swe-
den. In 1809, Finland was annexed to
Russia as an autonomous Grand
Duchy with the Tsar as Grand Duke. On
December 6, 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, whodis 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-
ingthe parliamentary elections of 1987,
the seats of the various parties in Parlia-

ment are distributed as follows: Social
Democratic Party 56; National Coalition
Party 53; Centre Parly 40; People's
Democratic League 16; Swedish Peo-
ple's Party 13; Rural Party 9; Christian
League 5; the Greens 4; and the Demo-
cratic Alternative 4.

Of the 18 ministerial posts in the
present government appointed in May
1987, 8 are held by Social Democrats,
7 by the National Coalition Party, 2 by
the Swedish People’s Partyand 1 by the
Rural Party. The Prime Minister is Mr.
Harri Holkeri of the National Coalition
Parly.
Finland is divided into 461 self-
governing municipalities. Members of
the municipal council are elected by
universal suffrage for a period of four
years.

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, toa number
of African, Asian and Latin American
countries.

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

Having abolished most quantitative
restrictions on foreign trade in 1957,
Finland first took part in European free
trade arrangements under the auspi-
ces of EFTA in 1961. Imports from the
USSR were also progressively freed
from customs duties. Finland's free
trade agreement with the EEC entered
into force in 1974 and agreements for
the removal of frade barriers were con-
cluded with several eastern European
countries as well. Citizens of the five
Nordic countries, Denmark, Finland,
Iceland, Norway and Sweden, have
enjoyed a common labour market, a
passport union and reciprocal social
security benefits since the mid-1950s.

THE ECONOMY

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 347 billion in basic
values in 1987, 3 % was generated in
agriculture and fishing, 3 % in forestry,
27 % in industry, 8% in construction,
12 % in trade, restaurants and hotels,
8% in transport and communications,
5% in finance and insurance, 17 % in
other private services and 17 % by
producers of government services. Of
total employment, 10 % was engaged
in primary production, 31 % in industry
and construction and 59 % in services.

In 1987, expenditure on the gross
domestic product in purchasers' values
amounted to FIM 394 billion and was
distributed as follows: net exports 0.4 %
(exports 25.2%, imports -24.8%),
gross fixed capital formation 23 %, pri-
vate consumption 54% and govern-

" ment consumption 21%. Finland's

gross tax ratio (gross taxes in relation to
GDP) was 36 % and the net tax ratio
(net taxes in relation to GDP) 23 %,
which is about the average for OECD
countries.

Average annual (compounded)
growth of real GDP was 4.9% in the
period 1950-60, 4.8% in 1960-70,
3.5% in 1970-80, 3.0% in 1980-87
and 4.2% in 1950-87. Finland’s GDP
per capita in 1987 was USD 18100;
this put Finland in ninth place among
the 24 member countries of the OECD,
preceded by Switzerland, Japan, the
Federal Republic of Germany, the Unit-
ed States and the other Nordic coun-
tries.

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

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



ment goods for 17% and consumption
goods for 21 %.

Forest resources. Finland has
fairly abundant forest resources, but
only fimited amounts of other raw mate-
rials. The growing stock comprises
1660 million cubic metres, of which
45% is pine, 37 % spruce and 18 %
broad-leaved species, chiefly birch.
The annual growth increment totals 68
million cubic metres and the total drain
calculated on the basis of commercial
fellings was 54 million cubic metres in
1987.

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), Fnland’s con-
sumption of 5.5 toe per capita was 1.8
times higher than the average in Euro-
pean OECD countries. The self-
sufficiency rate (OECD definition) in
Finland was 42 %, as compared with
62 % in western Europe on average.

FINANCE AND BANKING

Currency. Since 1865 Finland has
had its own monetary system. The cur-
rency unit is the markka (plural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennié {singular: penni). Since
Nov. 1, 1977 the external value of the
markka has been officially expressed in
terms of a trade-weighted currency
index. As from Jan. 1, 1984 only con-
vertible currencies have been included
in the index, which may fluctuate within
a range of 4.5 percentage points. The
range is defined by fluctuation limits
which are set by the Government at the
proposal of the Bank of Finland. The
present fluctuations limits are 101.3
and 106.0 (1982 = 100), where the
lower limit means the highest permis-
sible value for the markka and the
upper limit the lowest permissible
value.

International 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. Finland adopted
Articie Vil status at the International
Monetary Fund in 1979. There are no
restrictions concerning payments for
merchandise or invisibles, and short-
term trade finance may be acquired
whenever exporters and importers see
fit. Exchange controls apply mainly to
financial transactions.

QOutward direct investment is per-
mitted without the Bank of Fnland’s
authorization except in the case of
direct investments by or in enterprises
in the financial sector, direct invest-
ments in countries with which Finland
maintains payments agreements and
direct investments by private individu-
als. Permission for inward direct invest-

ment is granted liberally. Foreign inves-
tors may also buy shares of listed
Fnnish companies; however, foreign
investment in markka-denominated
bonds is normally prohibited at present.
Finnish companies may freely raise
foreign credits of at least five years’
duration for their own use. Finnish res-
idents may invest in foreign securities
and real estate up to specified
amounts.

Transactions with the Soviet Union,
the German Democratic Republic and
Bulgaria are carried out on a bilateral
basis and payments are effected
through clearing accounts. The neces-
sary licencing of trade for maintaining
balance in bilateral trade is carried out
by the Export and Import Permits Office;
the scope for suppliers’ credits is also
limited.

The Central Bank. The Bank of
Fnland (Suomen Pankki - Finlands
Bankj), founded in 1811, operates un-
der the supervision of the Parliamentary
Supervisory Board, the nine members
of which are entrusted with overall
supervision of the Bank and cerfain
specific decisions such as fixing the
Bank's base rate and the limits for other
rates. The Governor and a maximum of
five other Members of the Board of
Management are appointed by the
President of the Republic. The Board
manages all affairs not expressly en-
trusted to the Parliamentary Superviso-
ry Board, including the terms of banks’
central bank finance, open market op-
erations, intervention in the foreign ex-
change market, determination of the
external value of the currency withinthe
fluctuation limits, direct lending and
permits for international capital trans-
actions. The powers vested in the Bank
and its independence of the Govern-
ment make the Bank of Finland one of
the world's stronger central banks. In
practice, the Bank liaises closely with
the Government, so as to coordinate
economic policy. The Bank of Fnland
has a head office in Helsinki and 12
branch offices in other towns.

Other banks (Dec. 31, 1987).
Finland has four major groups of dep-
osit banks with a total of more than
3500 offices. There are two big com-
mercial banks with national branch net-
works and eight smaller ones, four of
which are foreign-owned. The com-
mercial banks have a total of 30 foreign
branches, subsidiaries and associate
banks and 30 representative offices
abroad. There are 230 savings banks
and 369 cooperative banks with their
own 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 % by mortgage banks, 17 % by insur-
ance companies, 8% by other credit
institutions and 11 % by the state, local
authorities and social security funds.
There are no quantitative restrictions or

interest rate limitations on lending.
Regulation of bank lending rates was
progressively relaxed earlier in the
1980s and finally abolished in 1986.

In the money market, 72 % of the
instruments, which totalled approxi-
mately FIM 102 billion at end-
September 1988, were negotiable in-
struments such as bank certificates of
deposit, commercial paper, Treasury
notes and local authority paper. Funds
intermediated through bank trust de-
partments and non-negotiable bank
debt instruments make up the bulk of
non-negotiable instruments. In its open
market operations, the Bank of Finland
deals in bank certificates of deposit and
also issues its own certificates of de-
posit.

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

MILL. FIM
1987 1988
Oct. 31 Dec. 31 Oct. 7 Oct. 14 Oct. 21 Oct. 31
ASSETS
Gold and foreign cusrvency claims 28030 28739 30184 29933 29928 29676
Gold 2081 2128 2128 2128 2128 2128
Special drawing rights 964 899 1016 1016 1013 1008
IMF reserve tranche 753 793 939 930 927 922
Convertible currencies 22785 23634 24294 24078 23975 23687
Tied currencies 1 447 1284 1807 1781 1885 1931
Other foreign claims 4470 4357 4233 4231 4216 4210
Markka subscription to Finland’s IMF quota 2506 2427 2262 2271 2271 2271
Term credit 1964 1930 1970 1960 1945 1939
Claims on financial institutions 4921 5147 11576 11415 11428 11795
Call money credits 49 0 56 63 35 10
Certificates of deposit — — 5693 5643 5649 5605
Till-money credits 2284 2730 2207 2087 2126 2559
Financing of crop failure loans — — 1222 1222 1222 1222
Bonds 2159 2140 2133 2132 2128 2130
Other claims on financial institutions 429 277 266 267 269 270
Claims on the publc sector 968 977 1014 1022 1025 1044
Treasury nofes ond bills - — — — — 19
Bonds 4 4 4 4 4 4
Total coinage 964 967 1010 1018 1021 1021
Other claims on the public sector — 6 — — — —
Claims on corporations 3840 3678 3169 3165 3154 3123
Financing of exports 937 868 518 523 515 506
Financing of domestic deliveries (KTR) 2664 2568 2313 2306 2303 2281
Bonds: KTR-credits — 13 122 122 121 121
Bonds: Other 47 46 32 32 32 32
Other claims on corporations 191 182 182 182 182 182
Other assets 105 592 111 111 111 116
Accrued items — 487 — — — —
Other assets 105 105 1M 111 111 116
Total 42334 43489 50287 49877 49862 49963
LIABILITIES
Foreign cerrency liabilities 144 135 230 165 156 162
Convertible currencies 73 63 113 44 37 49
Tied currencies 72 72 117 121 119 113
Other foreign Habilities 3307 3226 3075 3083 3081 3076
IMF markka accounts 2506 2427 2262 2271 2271 2271
Allocations of special drawing rights 801 799 813 812 810 805
Notes and coin in circulation 9069 9990 10533 10484 10443 10513
Notes 8234 2117 9624 9574 9534 2601
Coin 835 873 908 910 910 912
Certificates of doposit 6178 4970 1760 1800 1970 1930
Liabilities to financial institwtions 11190 11766 17962 17767 17743 17785
Call money deposits 159 757 444 249 230 404
Cash reserve deposits 10984 10941 17 464 17 464 17 464 17328
Capital import deposits — - — — — —
Other liabilities to financial institutions 47 67 54 54 49 53
Liabilities to the public sector 0 201 1565 1574 1574 1575
Cheque accounts 0 1 0 0 0 1
Counter-cyclical fund deposit — 900 900 900 900 900
Counter-cyclical deposits - — 665 674 674 674
Capital import deposits — — - - — —
Other liabilities to the public sector 0 0 — — — 1
Liabilities fo corporations 5028 5009 6655 6651 6649 6685
Deposits for investment and ship purchase 4810 4799 6303 6297 6295 6337
Capital import deposits 206 209 338 338 338 332
Other liabilities to corporations 12 2 14 16 16 16
Other lichillties 36 757 46 39 39 46
Accrued items — 733 — — — —
Other liabilities 36 24 46 39 39 46
Valwation account and reserves 1453 1247 2973 2826 2719 2703
SITRA's capital 400 400 400 400 400 400
Capital accounts 5529 5088 5088 5088 5088 5088
Primary capital 5000 5000 5000 5000 5000 5000
Reserve fund 529 529 88 88 88 88

Profit/loss for the accounting year — - - - -
S2 Total 42334 43489 50287 49877 49862 49963



_____________________________________________________
1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

'15 Forelgn sector Public sector
pe Gold Speclal IMF  Comverl- Comvert=  Tod  Foroign Other Net Claims LUabil-  Net
drawing resorve ible ible curren- exchange claims, clalms Hles Habll-
rights n clos, net reserves, meot (7+8) itles
cies, mot cles, total tolal (11=10)
{(1+2+34+4) (5+6)
1 2 3 aq 5 6 7 8 9 10 11 12

1983 1383 226 751 5150 7510 550 8060 —794 7266 2178 3000 822
1984 1732 936 859 15303 18830 —337 18493 —917 17576 1951 4277 2326
1985 2081 931 775 18572 22359 285 22074 —849 21225 1023 4300 3277

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

Oct. 2081 964 753 22712 26510 1375 27885 1163 29048 968 0 968
Nov. 2081 961 793 23575 27410 1067 28477 1131 29608 971 1 -970
Dec. 2128 899 793 23571 27391 1212 28603 1131 29734 977 901 —76
1988

Jam. 2128 879 768 24076 27851 2195 30046 1125 31171 979 901 -78
Feb. 2128 1107 792 24059 28086 2257 30343 1123 371466 982 901 —81
March 2128 1015 779 24683 28605 2243 30848 1115 31963 986 901 -85
April 2128 1065 842 26112 30147 3023 33170 1109 34279 989 901 —88
May 2128 1078 814 27806 31826 3269 35095 1119 36214 995 901 —94

Jume 2128 1132 956 30054 34270 2399 36669 1146 37815 997 1237 240
Joly 2128 923 964 29260 33275 2875 36150 1163 37313 997 1246 249
Avg. 2128 1025 947 25057 29157 2733 31890 1158 33048 999 1249 250
Sept. 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

End of Domestic financial secior Corporate sector
F Torm Call Cash Till-money Other lia- Nef ~ Caims Special WNet Noles Owic
claimson momey reserve crediisio bilitiesto claims in the clalms ond stonding
deposit claimson deposits deposit finandal (13+14=15+ formof other (19=20) uh in CDsisswed
banks deposit ofdeposit bamks instite- 16-17) special Hems, circw= by the Bank
boanks, net banks tions, met financing net lation of Fimland
13 14 135 16 17 18 19 20 21 22 23

1983 . 5175 5039 942 —-1998 3076 4529 1282 3247 6574

1984 . 2802 8696 1563 —1618 —2713 4646 2614 2032 7442

1985 . 4014 10222 1925 1386 —2897 4525 4113 412 8072

1986 2381 6687 9270 2305 —2240 4343 4581 4757 —176 8668

1987 - —757 10941 2730 —2350 —6618 3449 4782 —1333 9990 4970

1987

Oct. - —110 10984 2284 2541 —6269 3601 4790 —1189 9069 6178

Nov. - —1570 11024 2538 2584 —7472 3561 4772 —1211 9219 5817

Dec. — —757 10941 2730 —2350 —6618 3449 4782 —1333 9990 4970

1988

Jon. - —-1295 11085 2424 2364 —7592 3462 4799 1337 9406 6085

Feb. — 297 12084 2596 —2346 —6845 3429 4799 —1370 9388 7120

March — 598 13211 2521 —3149 —6943 3350 4774 —1424 9720 7285

April - 142 13778 2608 =3121 —-7907 3327 5161 —1834 9794 8345

May - —720 15363 2976 —3504 —9603 3233 5333 —2100 10142 7625

Jume - 1094 17040 3006 —3499 —944] 3129 5929 2800 10461 7015

Joly 1525 —661 17487 2875 3484 —10264 3131 6203 3072 10443 4810
Avg. 4399 421 17612 2042 3496 —~7254 3047 6320 —3273 10253 3450
Sept. 5506 —48 17464 2170 —=3591 —6245 2965 6385 —3420 10617 1790
Oct. 5605 -394 17328 2559 —3569 —5989 2908 6471 —-3563 10513 1930



2. THE BANK OF FINLAND’S MONEY MARKET OPERATIONS

AND THE FORWARD MARKET
2.1 THE BANK OF FINLAND’S MONEY MARKET OPERATIONS AND
THE CALL MONEY MARKET, mu. fim

Durin( Purchases of Sales of Matured Impact on Call ) Call Y Total
perio cortificates corlificaies coriificates liquidity crodits depesits net change
of deposit of deposit of deposit, net (1=2=3) {3+5=6)
1 2 3 4 5 6 7
1983 . . . . 2659 —860 3519
1984 . . . . —767 1606 -2373
1985 . . . . 201 —1011 1212
1986 . . . . 1599 —1074 2673
1987 1263 23658 —17520 —4875 —6818 626 —12319
1987
Oct. — 4240 —2900 —1340 29 —84 —1227
Nov. - 3390 —-3785 395 6 1466 —1065
Dec. — 2910 —3805 895 —55 —868 1708
1988
Jan. 160 3915 —2640 —1115 2 540 —1653
Feb. — 3955 —2920 -1035 295 —1297 557
March — 2550 —2385 —165 337 36 136
April — 3600 -2540 —1060 ~217 239 —1516
May — 2280 —2820 540 —385 477 —322
June - 2210 —2820 610 1169 —645 2424
July 1560 — —2205 3765 —1201 554 2010
Aug. 3520 — —1190 4710 457 —625 5792
Sept. 1160 210 —1810 2760 —415 54 2291

Oct. 1470 470 1000 — —-32 314 —346



2.2 FORWARD
EXCHANGE MARKET, miL. am
Eind ri:'d Banks’ forward pesitions with
pei
Domestic companies ke oot of Finland, not '(.a';:s.)'
Forward exchenge Forward exchamge Net
bought by banks  sold by banks (1=-2) :
1 2 3 a 5 6
1983 7 541 1227 6314 —1688 —2290 2335
1984 22921 1394 21527 2002 —19962 3566
1985 16982 1733 15249 708 —92005 6951
1986 11446 1319 10127 —2461 —92 7574
1987 21671 1158 20513 —233 —1287 18994
1987
Sept. 20088 718 19369 1535 —1664 19 241
Oct. 20358 1178 19181 284 2116 17 349
Nov. 20714 1632 19081 85 —1633 17533
Dec. 21671 1158 20513 —233 —1287 18994
1988
Jan. 21189 1051 20138 1145 —612 20671
Feb. 19699 1093 18606 1816 —264 20158
March 19494 1171 18323 3112 —264 21171
April 19397 1542 17855 4052 —648 21259
May 18451 1500 16952 6672 —687 22937
June 18669 1474 17195 4557 ~606 21146
July 18309 1505 16805 4678 —201 21282
Avug. 19248 1479 17769 2147 - 19916
Sept. 19282 1847 17435 6712 —1216 22930

2.3 BANKS' CENTRAL BANK POSITION, mit. rim

::o;god Callmoney BomkCDs Grossdebt Callmoney HMoldings of

Cash reserve Gross claim Net

credits holdby totheBank deposiis  CDslssved deposits on the Bosk
observutions the Bemk  of Finland by the Bank ofFinlond  (3=7)
of Finland (1+3) of Finland {4+5+6)
1 2 3 4 5 6 7 8
1983 4131 4131 1407 4337 5744 —1613
1984 3176 3176 3215 6324 9539 —6364
1085 5812 ) 5812 4527 9578 14105 —8293
1986 7117 120 7237 1256 : 9189 10445 —3208
1987 481 1581 2062 703 4705 10092 15501 —13439
1987
Oct. 19 - 19 557 5244 10861 16662  —16643
Nov. 36 — 36 679 5897 10985 17561 —17524
Dec. 10 — 10 909 5101 11021 17031 —17021
1988
Jan. 9 6 15 1081 5653 10955 17690  —17675
Feb. 15 — 15 546 7583 11114 19242  —19227
March 68 - 68 496 7116 12123 19735  —19468
April 122 - 122 659 7752 13248 21659  —21537
May 35 - 35 1247 7594 13887 22728  —22693
June 47 - 47 1306 7620 15419 24344 24297
July 373 617 990 41 5883 17083 23377  —22387
Avg. 377 2804 3181 196 3955 17491 21642  —18462
Sept. 101 5006 5107 483 2389 17607 20479  —15372
Oct. 52 5543 5594 371 1851 17459 19681 —14087 S5



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

Average of Inter-bank HELIBOR Bank of Finland Cash
ddlyo:m m::l..m rates reserve
1 3 6 12 Call Call Base mont
month months months months money money rate
credit deposit
rafe rafe
| 2 3 q ] 6 7 8 9
1983 .. . . . . 15.37 14.87 9.00 4.3
1984 .. .. .. .. .. 16.53 16.53 9.50 5.4
1985 .. .. .. .. .. 13.37 13.37 9.04 5.6
1986 11.87 .. .. .. .. 13.43 11.34 7.42 4.8
1987 9.16 9.90 10.02 10.14 10.40 11.71 7.78 7.00 4.8
1987
Oct. 8.09 9.29 9.45 9.63 10.04 11.00 7.50 7.00 4.9
Nov. 8.35 9.30 9.48 9.64 10.01 11.00 7.50 7.00 4.9
Dec. 8.01 9.15 9.25 9.44 9.79 11.00 7.50 7.00 4.9
1988
Jan. 8.09 9.07 9.21 9.35 9.71 11.00 7.50 7.00 4.9
Feb. 8.20 9.09 9.22 9.35 9.67 11.00 7.50 7.00 53
March 8.62 9.61 9.72 9.84 10.11 11.00 7.50 7.00 5.7
April 8.26 9.35 9.47 9.64 10.03 11.00 7.50 7.00 5.9
May 8.13 9.26 9.47 9.68 10.10 11.00 7.50 7.52 6.5
June 8.01 8.70 9.06 9.36 9.85 11.00 7.50 8.00 7.0
July 9.05 9.38 9.47 9.64 10.00 11.00 7.50 8.00 7.0
Aug. 9.97 9.96 10.00 10.13 10.42 11.00 7.50 8.00 7.0
Sept. 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
3.2 WEIGHTED EURORATE 3.3 COVERED EURO-
(3 AND 12 CURRENCIES), rercent DOLLAR RATE, er cent
Average 3 currencles!? 12 crrencles2 Average
of daily of dally
ohser- 1 3 6 12 1 3 6 12 obser=- 1 3 6 12
vafions month months mounths months month months months months  vationsmonth menths months months
1 2 3 4 5 6 7 8 1 2 3 a
1983 7.0 7.1 7.3 7.6 .. .. .. .. 1983 .. ..
1984 7.5 7.7 8.0 8.2 .. .. .. .. 1984 .. .. .. ..
1985 6.8 6.9 7.0 7.2 .. .. .. .. 1985 129 128 128 1246
1986 5.9 5.9 5.9 5.8 .. .. .. .. 1986 12.1 11.7 115 11.1
1987 5.4 5.6 57 5.8 7.9 8.0 8.1 8.2 1987 98 99 9.9 10.1
1987 1987
Oct. 5.7 6.4 6.5 6.7 7.8 8.3 8.5 8.7 Oct. 92 94 95 99
Nov. 5.3 5.6 5.6 5.8 77 7.9 8.0 8.1 Nov. 92 94 95 99
Dec. 5.5 5.5 5.5 5.7 7.7 7.8 7.9 8.1 Dec. 9.1 9.1 9.3 9.5
1988 1988
Jan. 4.9 5.1 5.2 5.5 7.2 7.5 7.7 7.9 Jan. 8.8 9.0 9.1 9.5
Feb. 5.0 5.0 5.1 5.3 7.2 7.4 7.5 7.7 Feb. 2.0 9.1 9.2 9.5
March 5.0 5.0 5.1 5.4 7.3 7.4 7.5 7.7 March 96 97 97 99
April 5.0 5.1 5.2 5.5 7.2 7.3 7.5 7.8 April 93 9.4 9.6 9.9
May 50 52 55 58 73 7.5 7.6 7.9 May 92 94 96 100
June 5.5 5.6 5.8 6.1 7.5 7.6 7.7 8.0 June 87 90 93 98
July 6.2 6.5 6.7 6.8 7.9 8.2 8.3 8.5 July 93 94 96 99
Aug. 6.7 6.9 7.2 7.3 8.2 8.5 8.8 8.9 Avg. 9.9 99 10.1 104
Sept. 6.6 6.8 7.0 7.1 8.4 8.5 8.7 8.8 Sept. 102 104 104 106
Oct. 6.6 6.8 6.9 6.9 8.3 8.5 8.6 8.6 Oct. 102 105 108 11.0

1 DEM 60 per cent, USD 30 per cent, GBP 10 per cent.
S6  2Weighted according fo their relative shares in the Bank of Finland currency index.



3.4 RATES OF INTEREST APPLIED BY BANKS, er cent

End Lending Deposits
of New credits’ Aver- Sav- 12- 24- Aver- Aver- Aver
fiod Chegve Bils  Loams MNew  jobg Commer on Hme Hme  mhe  mhe  roe
ac- of ex- ing cdal  coumts  de- de- ofin- ofin-  ofim-
count chamnge ing, rafe banks and pos- pos= [} ferest
and total ordi- its its on on ':'I-
gire ::;'u- lated | latod  de-
credits i oc- de= de= posits
cownts poslis  posils
1 2 3 4 5 6 7 8 9 10 " 12
1983 .. 10.39 10.18 5.25 8.00 9.25 6.08 13.55 ..
1984 .. .. .. .. 10.67 10.68 5.25 8.00 9.25 6.22 1543 7.30
19858 11.49 12461 10.34  11.08 10.37 10.37 4,75 7.50 8.75 5.91 13.24 6.81
1986 10.89 12.45 9.86 10.72 8.82 8.81 2.75 5.75 7.00 443 11.84 535
1987 10.48 11,95 9.81 10.23 9.12 8.99 2.75 5.75 7.00 4,56 10.13 5.29
1987
Sept. 10.57 1214 993 1047 9.06 8.95 2.75 5.75 7.00 4.48 9.77 5.29
Oct. 10.65 1222 10.03 10.49 9.08 8.97 2.75 5.75 7.00 4.50 9.69 5.34
Nev. 10.58 1215 10.01 10.54 9.12 9.02 2.75 575 7.00 4.50 9.64 5.36
Dec. 1048 11.95 9.81 10.23 9.12 8.99 2,75 5.75 7.00 4.56 9.61 5.40
1988 -
Jan. 10.27 1221 9.82 10.25 9.15 2.03 2.75 5.75 7.00 4.57 9.51 5.38
Feb. 9.56 11.82 10.04 10.24 9.17 9.05 2.75 5.75 7.00 4,55 9.43 5.40
March 9.87 12,17 10.23 10.42 9.20 9.07 2.75 5.75 7.00 4.57 9.49 5.52
Aprll  9.17 1209 1027 10.16 9.25 9.12 2.75 5.75 7.00 4.59 9.54 5.56
May 1231 12.33 10463 11.01 10.03 9.89 3.75 6.75 8.00 5.39 9.51 6.22
Jume 10.28 1250 10.55 10.78 10.07 9.89 3.75 6.75 8.00 5.37 9.46 6.20
July 11.29 1260 1072 11.08 10.08 9.91 3.75 6.75 8.00 5.45 9.44 6.30
Awg. 11.04 1255 1075 11.07 10.12 9.95 3.75 6.75 8.00 5.48 9.63 6.42
Sept. 1224 1253 10.8] 11.14  10.19 10.06 3.75 6.75 8.00 5.56 9.83 6.56
1 Average rate of interest for period
3.5 RATES OF INTEREST ON BONDS AND DEBENTURES, rercent
Poriod Secondary market rales Rates af issve
Long-term unregu- Taxable Toxable Taxfree Taxable Taxfree
lated mavket rate goverm- public Of which: rublle !publle ruble
3 5 ment issues Finamclal ~ Corpo-
yours years instiw- rations
tions
1 2 3 q 5 6 7 8 9
1983 13.1 10.3 13.1 10.9
1984 14.0 . 10.6 13.6 11.1
1985 12.7 .. 10.1 12.7 10.6
1986 11.7 .. .. 8.3 11.3 8.8
1987 11.2 11.1 11.2 8.1 10.7 7.9
1987
Sept. 10.9 10.6 11.0 8.2 10.4 8.0
Oct. . 10.9 11.0 10.9 8.1 10.4 7.8
Nov. .. .. 10.5 10.8 10.7 10.8 8.0 10.1 7.6
Dec. 10.3 10.4 10.4 10.5 10.4 10.5 7.8 10.2 7.7
1988
Jan. 10.2 10.3 10.5 10.4 10.2 10.2 7.7 10.5 7.4
Feb. 10.2 10.3 9.9 10.6 10.3 10.8 7.7 10.0 7.5
March 10.4 10.5 10.0 10.4 10.4 10.4 7.8 10.2 7.4
April 10.4 10.6 10.0 10.4 10.3 10.4 7.6 10.1 7.4
May 10.5 10.6 10.3 10.5 10.5 10.5 7.7 10.1 7.2
June 10.3 10.5 10.3 10.4 10.3 10.5 7.8 10.4 7.2
July 10.3 10.5 10.6 10.4 10.4 10.6 8.1 9.8 7.2
Avg. 10.5 10.7 10.7 10.6 10.5 10.7 8.0 10.5 7.2
Sept. 10.7 10.8 10.6 10.7 10.8 10.5 8.2 10.7 7.2
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4. RATES OF EXCHANGE

4.1 AVERAGE SPOT SELLING RATES, am

:{m Now York Montroal London Dublin Stockholn  Oslo ?-p;.l:.- lrl:;l:ui Al:l-l:l‘- Brussels

m;n 1USD 1 CAD 1GBP 1P 1 SIK 1NOK 1DKK 1 DEM 1 NLG 1 BEC 1BEL
1 2 3 q 5 6 7 8 9 10 n

1983 5.570 4524 8456 6.957 0.7275 0.7644 0.6107 2.1861 1.9566 0.10934 0.10742

1984 6.010 4645 8.023 6.533 0.7277 0.7384 0.5816 2.1165 1.8772 0.10428 0.10274
1985 6.206 4554 8.000 6.590 0.7222 0.7231 0.5871 2.1142 1.8745 0.10483 0.10421
1986 5.077 3.659 7.459 6.816 0.7138 0.6882 0.6290 2.3454 2.0789 0.11399 0.11299
1987 4.404 3.325 7.213 6.556 0.6952 0.6547 0.6444 2.4514 2.1755 0.11806 0.11735

1987

Oct. 4.361 3.337 7.249 6.489 0.6872 0.6591 0.6301 2.4196 2.1504 0.11629 0.11576
Nov. 4.138 3.151  7.354 6.551 0.6827 0.6462 0.6382 2.4617 2.1875 0.11772 0.11722
Dec. 4.043 3.096 7.399 6.584 0.6813 0.6352 0.6422 2.4753 2.1998 0.11837 0.11785

1988

Jan. 4.036 3.143 7.288 6.505 0.6775 0.6373 0.6369 2.4456 2.1764 0.11702 0.11669
Fob. 4.120 3.251 7.249 6.473 0.6819 0.6435 0.6355 2.4290 2.1632 0.11622 0.11597
March  4.053 3.247 7426 6.463 0.6822 0.6410 0.6313 2.4160 2.1513 0.11557 0.11527
April 4.010 3.251 7.530 6.414 0.6821 0.6470 0.6250 2.3984 2.1379 0.11469 0.11409
May 4.030 3.263 7.541 6.370 0.6837 0.6530 0.6220 2.3811 2.1249 0.11406 0.11338
June 4.163 3.422 7.437 6.382 0.6853 0.6547 0.6255 2.3781 2.1157 0.11375 0.11320
July 4.383 3.634 7.489 6.403 0.6925 0.6548 0.6263 2.3806 2.1111 0.11378 0.11273
Avg. 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 3611 7.462 6.371 0.6885 0.6419 0.6183 2.3732 2.1034 0.11325 0.1118]
Oct. 4.315 3.582 7.492 6.349 0.6883 0.6401 0.6153 2.3699 2.1019 0.11311 0.11197

Average Zurich Paris Rome Viemna Lishon Reykjavik Madrid Tokye Moscow Mel- ECU SDR

of daily bowme

Iq:ﬁ.;lll 1 CHF 1FRF 1M TATS 1PTE 118K 1ESB 1JPY 1SUR 1TAUD 1XEU 1 XDR
12 13 14 13 16 17 18 19 20 21 22 23

1983 2.6570 0.7353 0.00369 0.3111 0.0514 2.2325 0.0391 0.02351 7.491 .. .. 5.94325

1984 25642 0.6907 0.00344 0.3013 0.0414 0.1939 0.0375 0.02534 7.357 .. .. 6.14739

19858 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 29563 0.7345 000341 0.3488 0.0315 0.1163 0.0358 0.03050 6.965 3.106 5.075 5.68010

1987

Oct. 29163 0.7262 0.00336 0.3441 0.0308 0.1152 0.0369 0.03044 6.928 3.135 5.020 5.63821
Nov. 2.9957 0.7266 0.00336 0.3501 0.0306 0.1140 0.0367 0.03061 6.838 2.863 5.076 5.57249
Dec. 3.0403 0.7316 0.00338 0.3519 0.0305 0.1135 0.0366 0.03151 6.820 2.891 5.105 5.57906

1988
Jan. 3.0050 0.7259 0.00333 0.3479 0.0301 0.1128 0.0361 0.03170 6.786 2.894 5.048 5.54743
Feb. 2.9625 0.7204 0.00330 0.3461 0.0300 0.1130 0.0361 0.03190 6.832 2.962 5.014 5.57446
March 2.9243 0.7135 0.00328 0.3441 0.0298 0.1060 0.0362 0.03189 6.786 2.989 5.001 5.54669
April 29001 0.7081 0.00324 0.3416 0.0296 0.1057 0.0363 0.03209 6.767 3.021 4.976 5.52717
May 2.8592 0.7045 0.00322 0.3390 0.0294 0.1006 0.0361 0.03232 6.760 3.158 4.949 5.53394
Jume 28577 0.7063 0.00321 0.3384 0.0294 0.0963 0.0361 0.03277 6.856 3.381 4.938 5.59796
July 28657 0.7077 0.00323 0.3388 0.0295 0.0977 0.0360 0.03296 7.026 3.523 4.947 5.70985
Awg. 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
S8 oet. 2.7995 0.6963 0.00319 0.3374 0.0290 0.0940 0.0360 0.03347 6.998 3.509 4.911 5.68200



X
4.2, CURRENCY INDICES, 1982-100

Average Other currency indices - Y Welghts of the Bank of
of dally Bank of Finland Payments MERM Finland cerrency index
:i'““'" currency index? currency index As from Seplomber 13,
ons index" 1988
1 2 3 L)
1983 104.1 108.3 109.9 usb 7.8
1984 102.8 108.5 111.6 GBP 13.4
1985 102.5 109.4 112.5 SEK 20.6
1986 103.9 106.3 110.4 NOK 4.9
1987 103.3 100.7 106.1 DKK 5.0
DEM 19.9
1987 NLG 4.9
Oct. 102.5 99.6 105.3 BEC 3.2
Nov. 102.7 98.6 103.9 CHF 2.7
Dec. 102.9 100.4 103.7 FRF 6.7
ITL 4.9
1988 pY 6.0
Jon. 102.2 100.3 103.4
Fob. 102.2 100.6 104.1
March 102.0 100.2 103.4
April 101.8 99.8 103.0
May 101.7 99.7 103.1
June 101.9 100.5 104.5
July 102.7 102.1 106.6
Awg. 102.7 102.6 107.2
Sept. 102.2 102.0 106.4
Oct. 102.0 101.4 105.8

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

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



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

End of Demand Time I t Markk Foreign Unregulated Total
period deposits deposits deposits, Y depesits deposits
fotal depoesits {4+3+6)
{1+2+3)
1 2 3 a 5 6 7
1983 14337 93551 . 107888 5101 7700 120688
1984 16975 108118 . 125093 4960 11287 141340
1983 19268 125366 1781 146415 6192 13998 166605
1986 18393 137521 3423 159337 4306 17271 180914
1987 20377 155115 5243 180735 3923 17892 202550
1987*
Avg. 21610 149397 4574 175581 4189 20162 199933
Sept. 21090 148720 4777 174586 4259 22539 201384
Oct. 21583 149465 5000 176048 3794 25321 205163
Nov., 21631 149098 5194 175923 5174 22478 203575
Dec. 20377 155115 5243 180735 3923 17892 202550
1988*
Jan. 21169 156355 5419 182943 3646 25188 211777
Feb. 21901 157511 5531 184943 4121 25166 214230
March 21079 158 431 5769 185279 5022 28512 218813
April 22028 159921 5850 187799 4870 32965 225634
May 23753 161340 5835 190928 4280 32383 227 592
June 26163 164253 5900 196317 4169 27307 227793
July 24369 166174 5910 196454 4362 37097 237913
Avug. 24438 167010 5904 197352 4406 39645 241402

5.2 BANK LENDING TO THE PUBLIC, mu. fim

End of Choque Bills of Leans Morkka Foreign Total
poriod account oxchange fending, currency londing
and postal total credits (4+5)
giro credits (1+2+3)
1 2 3 q 5 6

1983 4350 7264 97362 108977 17253 126231
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
1987°

Aug. 8392 5499 167896 181787 31538 213324
Sept. 8697 5453 170322 184472 33160 217632
Oct. 8739 5286 172968 186994 35895 222889
Nev. 8974 5174 175284 189431 36635 226066
Dec. 8507 5177 178698 192382 36954 229336
1988°

Jan. 8703 4966 182310 195979 38182 234161
Fob. 8908 5070 186023 200000 40372 240372
March 9125 4734 189554 203413 41454 244867
April 9298 4796 192940 207033 42291 249323
May 9300 4756 196938 210994 44727 255720
June 9643 4809 200832 215283 47807 263090
July 9436 4722 203911 218068 47301 265370

S10  Awg. 9907 4767 207885 222560 47085 269644



]
5.3 MONEY SUPPLY AND MONETARY AGGREGATES, mi. i

End of :mn Domestic credit Other
period ssol%:  Claimson  Claimson Total itoms, ™, M,

the central the public {2+3) {(1+44+5)

government

1 2 3 4 5 6 7

1983 —6081 —-3297 152199 148902 —20915 21427 121906
1984 —2575 —5483 176694 171211 —26978 24945 141658
1985 —6641 —8694 209231 200537 —27244 27 694 166652
1986 —16784 —13884 237514 223630 —27522 27838 179324
1987 —25484 —14977 277068 262090 —36145 30342 200461
1987
Avg. —21425 —7994 258743 250749 —34109 30991 195215
Sept. —23440 —9092 263257 254165 —36404 30360 194321
Oct. —23445 —9941 268 569 258628 —39961 30729 195222
Nov. —23021 —14346 271682 257337 —-38052 30757 196264
Dec. —25484 —14977 277068 262090 —~36145 30342 200461
1988°*
Jan, —25529 —11911 281442 269532 —41636 31049 202367
Feb. —25237 ~14698 285874 271176 —41121 31932 204819
March —27061 —14196 291175 276979 —43386 31300 206532
April —26376 —14601 295527 280926 —44 941 32144 209 589
May —29452 —13068 302073 289005 —47122 34237 212432
June —31339 —14240 308714 294474 —44 552 36824 218583
July —31862 —13831 312650 298819 —47 602 35182 219356
Avg. —33160 14690 317063 302373 —48881 35520 220332

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

End of Foreign debt Domestic debt Total Out- Cash
comiral  stand-  funds

poriod " pods  Other - TYotal Public Other Treasury Total
bonds  ferm (1:2+3) bonds long-  notes (5+6+7) Yoo | In9
and promis- form omd debt 9
deben-  sory Habil- bilis (2+8)
fures nofes ities
1 2 3 a 5 6 7 8 ° 10 n

1983 14127 3391 4205 21723 9506 4377 2518 16401 38124 31187 5042
1984 16513 2666 5767 24946 12037 4520 2766 19323 44269 33816 6300
19885 17316 2703 5658 25677 14994 4107 2203 21304 46981 36033 6383
1986 17905 3038 6038 26981 18059 4481 2474 25013 51994 38028 11686
1987 20407 2697 5576 28680 22121 4692 3018 29831 58511 40328 11553

1987

Sept. 18139 2387 5858 26384 20576 4443 2216 27235 53619 39896 6750
Oct. 19136 2418 5758 27312 21328 4494 2481 28303 55615 40199 8084
Nov. 19820 2591 5711 28122 22034 4490 2731 29255 57377 40299 13109
Dec. 20407 2697 5576 28680 22121 4692 3018 29831 58511 40078 11553

1988

Jan. 19750 2645 5465 27860 22663 4678 3328 30669 58529 40631 8842
Feb. 19665 2463 5404 27532 23053 4643 3713 31409 58941 40885 10300
March 19638 2244 5390 27272 23286 4627 4163 32076 59348 41143 11116
Aprit 20395 2225 5361 27981 23778 4713 4133 32624 60605 41360 11243
May 20370 2207 5342 27919 23846 4631 4013 32490 60409 41424 10286
June 21356 2244 5135 28735 23833 4871 4035 32739 61474 41754 11713
July 20860 2236 5156 28252 23838 4949 3910 32717 60969 42074 11993
Avg. 20652 1865 5129 27646 23834 4983 3850 32667 60313 41986 12504
Sept. 20200 1847 5098 27145 23767 4979 3580 32326 59471 .. .

Sl




5.5 DOMESTIC BOND MARKET
A) ISSUES, miu. rm
During By sector By type of loan Total
(1+2+3+44+5)
Corpo= Financial Contral Local Othors Public isswes Private =
rations  instiiutions government government _'I'-xublo _'-'!' troe placings (6+7+8)
1 2 3 q 5 6 7 8 [ ]
1983 2035 5602 3890 77 10 1151 3882 6581 11614
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
1987
Sept. 635 1819 331 — — 1260 1070 455 2786
Oct. 851 1174 1083 4 — 2024 974 114 3112
Nov. 336 1050 841 - 11 1334 450 454 2238
Dec. 347 757 101 - 18 714 101 408 1222
1988
Jan. 251 5 1370 — - 108 1370 148 1626
Feb. 260 968 631 63 — 874 806 241 1922
March 203 1254 841 - 11 719 1376 215 2310
April 112 85 1487 - — 540 55 1089 1684
May 64 783 792 - - 829 792 18 1639
June 114 832 40 13 - 756 40 202 998
July 523 360 10 74 — 445 10 512 967
Aug. 314 474 576 100 — 772 576 1é 1463
Sept. 13 903 127 — - 378 482 183 1042
B) STOCK, miL. im
ind.o!l By sector By type of loam Total
Ly (14+2+3+44+5)
Corpo- Finencial Central Local Others Publicisswes Private =
rations  institutions govermment government placings (6+7+8)
1 2 3 q 5 6 7 8 9
1983 5027 15039 11869 152 11 1954 12057 18086 32098
1984 6766 19960 14904 247 43 3531 15148 23242 41921
1985 10482 26173 18575 661 56 10967 19002 25978 55947
1986 14076 31902 22090 1042 177 16432 23314 29541 69287
1987 17524 36700 26518 1200 232 24778 28223 29173 82174
1987
] 15558 33079 23623 1168 213 19178 25906 28556 73640
m 16353 33703 24707 1218 213 20674 26781 28738 76194
v 17524 36700 26518 1200 232 24778 28223 29173 82174
1988*
1 18006 38603 27 626 1251 253 26479 29606 29654 85739
n 17915 39636 28420 1250 246 28404 29620 29443 87468
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5.6 HELSINKI STOCK EXCHANGE

:::3 Tumever, mill. FIM Unitas |'.=::.', 1975=100
Shares and Bonds emd Total Banks Indusiry Overall
subseription debentures (1+2) index
rights

1 2 3 4 5 6
1983 1390 2356 3746 144 194 190
1984 2508 5007 7515 193 273 259
1988 3114 9046 12160 184 234 229
1986 9488 6479 15968 254 357 350
1987 26641 4604 31245 319 603 546
1987
Sept. 2962 172 3133 351 707 635
Oct. 4099 138 4237 379 708 643
Nov. 2275 253 2527 340 631 578
Dec. 1701 1241 2942 328 611 558
1988
Jan. 994 75 1069 318 600 547
Pob. 1491 248 1739 340 625 572
March 2720 418 3138 347 658 600
April 2527 357 2884 373 707 645
May 2618 649 3266 386 738 672
June 4134 1689 5823 429 784 720
July 3765 353 4117 453 806 747
Avg. 3614 298 3911 458 809 752
Sept. 2149 270 2419 432 763 704

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

:::3 lxporls Trans- Travel Other Services Exporis Invest- Trans- Oumnl Imporis Trams= Travel Other

port receipis services receipts, of meont fors of port ox= services
goodl, receipts rocoipis fotal goods imcome and neolpl goods, ex- pendi~x ex-
f.o.b. {2+3+4) and other (6+7+8) cid. pendi- fure pendi-
services income fure tere
(1+5)
1 2 3 q 5 6 7 8 9 10 mn 12 13

1983 67960 5765 2851 6159 14775 82735 3067 3310 89112 70731 2565 3599 4467
1984 78961 6580 3039 5610 15229 94190 4537 3624 102351 73496 2572 4250 5819
1985 82475 6216 3258 6224 15498 98173 5847 3791 107811 80764 2545 5031 6554
1986 81066 5757 3195 5616 14568 95634 4510 3609 103752 76736 2160 5587 5415
1987* 83606 5819 3729 6054 15601 99208 5075 2899 107182 81941 2345 6821 6578

1986
] 19711 1390 564 960 2914 22625 1152 887 24665 20598 439 1163 1256
n 17774 1440 780 1146 3366 21140 1209 902 23251 15507 561 1425 1306
L] 20928 1533 1126 1191 3850 24778 907 894 26579 20637 572 1631 1298
wv 22652 1394 724 2319 4439 27091 1241 926 29258 19995 588 1367 1555
1987"*
1 20035 1322 666 1288 3275 23311 1130 794 25234 19542 498 1477 1479
n 21300 1491 934 1435 3859 25159 1175 715 27049 20522 601 1684 1536
m 20847 1573 1333 1541 4446 25293 1115 696 27104 20272 604 1921 1469
v 21424 1433 797 1791 4021 25445 1655 694 27795 21605 642 1739 2094
1988°
1 20720 1305 703 1576 3584 24304 1653 810 26767 19719 698 1616 1796
n 22581 1473 1035 1603 4111 26692 1614 838 29144 23309 794 1761 1487
During Servicesimporis | = Trems- € Trade Trans- Travel Other ServicesGoods Invest- Trams- Current
period expendl- of ment fors accountaccount port (3—12) sor- accownt and ment fors and account
fure, goods expendi- and expen- (1=10) {2—11) viees (20+ sorvi- iIm- ofhers, {24+25
total and fore olllor diture (4=13) 21+22) ceos come, net +26)
{11+12 services (15+16 account net (8=17) =
+13) (10+14) pond- +17) (19+23)(7-16) {9=-18)
fure

14 15 16 17 18 19 20 21 22 23 24 25 26 27

1083 10631 81361 8875 4094 94331 —2771 3200 —748 1692 4144 1373 —5808 —784 —5219
1984 12641 86137 11298 5010 102445 5465 4008 —~1211 —209 2588 8053 —6761 —1385 93
1985 14130 94893 12134 5300 112327 1711 3671 1773 —330 1568 3279 —6287 —1509 —4517
1986 13162 89898 11719 5964 107580 4329 3597 —2392 201 1406 5735 —7209 —2355 —3828
1987 15744 97685 12563 5434 115682 1666 3473 —3092 —524 —143 1523 —7488 —2535 —8500

1986

1 2858 23456 2950 1466 27871 —886 951 —600 —296 55 —831 —1798 —578 —3206
H 3293 18800 3291 1439 23530 2248 879 —645 —161 72 2340 —2082 —538 —280
m 3501 24138 2495 1347 27981 291 962 506 —107 349 640 —1588 —454 —1402
1) 3510 23504 2982 1711 28198 2657 806 —64) 764 929 3586 —1741 —785 1060
1987° .

1 3454 22996 2901 1639 27536 493 824 812 —191 —178 315 —1771 —846 —2302
n 3822 24343 3624 1182 29150 779 890 —751 —102 38 816 —2450 —468 —2101
m 3994 24266 2660 1196 28122 575 968 —588 72 452 1027 —1545 -—-500 —1018
v 4475 26080 3378 1416 30874 —181 791 —942 303 —454 —635 —1723 —722 —3079
1988"

1 4110 23829 4089 1729 29646 1001 606 —912 —219 —526 476 —2436 —919 —2879
n 4042 27351 3819 1395 32565 —728 480 —726 116 69 —659 —2205 —557 —3421



|
6.2 CAPITAL ACCOUNT, muiL im

During Direct Port- Long-term credils lnporn Imports Direct Porl- Long- Izp.rll lxporl- I.on.-
poriod invest- {olio of imvesi- felle fterm
ment in invest~ Ceniral Avther- Others Totul ollnr long- ment invest- export ollnr lo-.- eqlld
Finland meont in govern- ized (344 flomg- ferm obroad ment crediis lomg- ferm accownt
Finland ment bomks +5) fterm caphial abroad form capital (8~13)
capital (1224 capital (9+10+
647) 11+12)
1 2 3 q 5 6 7 8 9 10 1 12 13 14
1983 88 .. 2554 323 -38 2839 652 3579 1452 .. —423 676 1705 1874
1984 324 1492 2598 2861 1090 6549 68 8433 2479 .. 1682 —1960 2201 6232

1985 392 4264 1556 1489 442 3487 140 8283 2073 78 —1313 948 1786 6497
1986 1627 646  —63 5935 —482 5390 87 7750 3641 489 381 702 4451 3299

1987* 430 —1626 2287 5383 2843 10513 91 9408 3785 1691 181 3104 8761 647
1986

1 86 94 —722 1246 62 586 —65 701 357 15 247 9 110 59
n 56 710 596 1040 —194 1442 17 2225 925 89 i 118 1243 982
m 273 206 16 1412 —105 1323 83 1473 1152 279 110 405 1726 —253
v 1212 48 47 2237 245 2039 52 3351 1207 136 141 170 1372 1979
1987°

1 131 387 1640 1756 873 4269 79 4092 778 124 265 2486 3653 440
] 199 6 —442 1530 1257 2345 55 2495 1173 925 145 55 2008 488
m 17 =271 —1018 945 551 478 12 236 653 637 112 83 1485-1248
v 83 974 2107 1472 —158 3421 55 2585 1181 5 —51 482 1617 969
1988°

1 63 71 857 361 3230 2734 89 2957 982 421 6 532 1941 1016
n 53 —140 1171 2356 1593 5120 —42 4991 2837 83 1039 431 4390 601

During Basic Shori- Import Imports Shorl- Expert Exporis Other Sheorl=- Overall Change

poriod balonce ::n- II“Il-blll of short- Iomml .H“nuiv- .-:l short= short- :I'I-d bul-n.xd ) l::nllm Of which:
[ end ferm ca form ferm ¢« o s
imports prepay- capital experis prepay- caplial copital accownt reserve foreign Converl- Tied
of au- mentsre{16+17) ol-u- ments {19+20) incl. or- (18=21+ meve~ ox= ible reserves
thorized lated to thorized related rorsemd 22) menis change Feserves
banks exports banks o omissions {15+23) reserves
imports {26+27)

15 16 17 18 19 20 21 22 23 24 25 26 27
1983 3344 7594 2121 9714 6328 2228 8556 24 1182 2162 2162 1187 975

1984 6138 16080 944 17024 13994 —2811 11183 —2704 3137 9275 —9275-10142 867
1985 1980 6890 350 7240 1623 1732 3355 —2121 1764 3744 —3744 —-3729 15
1986 =529 6019 —3796 2222 11791 —92 11699 2075 —7402 —7930 7930 11678 —3748
1987 —7853 16252 476 16728 —5739 183 ~5922 939 23589 15736 —15736 —17817 2081
1986

1 —2616 —736 1232 496 1649 15 1634 592 547 —3162 3162 3945 -—782
n 703 1999 —4636 —2636 4813 15 4798 3496 —3938 —3236 3236 4161 925
m ~1655 3185 1216 4401 5317 31 5286 326 559 —2213 2213 3455 —1242
w 3039 1571 —1609 —38 12 -3l —19 —2339 —2358 481  —681 nz -798
1987°

1 —1862 2656 1065 3720 —4959 118 =5077 —700 8098 6236 —6236 —7020 785
[} —1614 7672 70 7741 1924 118 1806 1915 7850 6237 —6237 —5569 —667
m —2266 8339 —404 7935 3376 27 3403 —1630 2903 637 —637 —2407 1771
v =211 —2415 255 —2669 —608i 27 —6054 1353 4738 2627 —2627 —2820 193
1988°

1 —1863 6495 —1489 5005 3511 —288 3223 2421 4204 2341 —2341 —1295 —1046

] —2820 11737 1941 13678 4623 —288 4335 —1805 7538 4718 —4718 —4661 57 515
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, wiw. eim

ln‘ﬂ:'d Long-term Habliities Long-ferm assels Long-
to
pe Direct Pork- Long-term credits Other Teotal Direct Port- Long- Other Total do'b-i,
invest- _falio longs (1+2+ Invesi- follo term long- (9+10+ net
mont in Invest- Contral Avthor- Others Total  jerm 6+7) ment Invest- export term 11+12) (8-13)
Finland ment in govern- ized (3+4+5) capltal abroad ment crediis capital
Finland ment benks abroad
1 2 3 4 5 6 7 8 o 10 1 12 13 14
1983 2317 848 21740 2419 33749 57909 444 61518 6166 6612 4051 16829 44689
1984 2905 2013 24928 5960 37227 68116 512 73546 8689 .. 8920 2097 19706 53840
1985 3274 6313 25678 6410 34276 66364 652 76603 10524 78 6539 3053 20194 56409
1986 4892 6959 26292 11992 32044 70330 739 82920 13727 567 5649 3685 23628 59292
1987* 5283 3964 27861 17365 33088 78314 830 88391 16647 2258 5242 6618 30765 57626
1986
] 3351 6407 25126 7546 32986 65659 587 76004 10697 63 6103 3033 19896 56108
n 3414 7117 26548 8708 33159 68417 604 79552 11719 152 6158 3148 21177 58375
m 3687 6911 26710 10063 32664 69438 687 80723 12601 431 5865 3527 22424 58299
v 4892 6959 26292 11992 32044 70330 739 82920 13727 567 5649 3685 23628 59292
1987*
1 5013 6572 27361 13447 31978 72787 818 85190 14166 691 5660 6105 26622 58568
n 5209 6578 26967 15024 33267 75259 763 87809 15347 1616 5527 6165 28655 59154
m 5213 6307 25679 15800 33472 74952 775 87247 15812 2253 5478 6229 29772 57475
w 5283 3964 27861 17365 33088 78314 B30 8839] 16647 2258 5242 6618 30765 57626
1988°
1 5308 4035 26637 17594 35883 80114 919 90376 17538 2679 5250 7142 32609 57767
n 5410 3895 28383 20464 38230 87077 877 97259 20928 2762 6488 7671 37849 59410
End of Shori-term liabillties Shori-term assels Short= Debl, Debt of Dekt
2o ferm net service service
b Bamk of Shori- Trade Total Bankof Shori- Trade Total n
Finlund“storm lia- credits (1516 Finland’s torm as- crodits (19420 'y (19+23)|  Pov. wiieh: rutlo
short=  billties and +17) shorle seoisof amd +21) noI' ments
torm lia- of author- other lla- torm awthoriz- other (18-22)
bilities ized banks bilities od banl
15 16 17 18 19 20 21 22 23 24 25 26 27
1983 5705 39443 16181 61328 11842 29263 15915 57020 4308 48997 10875 4914 12.2
1984 4562 55695 17988 78245 22912 43319 12804 79035 —790 53050 11586 4613 11.3
1988 4070 51374 17354 72798 25183 38775 18155 82113 —9314 47095 11287 4808 10.5
1986 3455 56881 13240 73575 16613 50613 18381 85608 —12032 47260 13462 6018 13.0
1987+ 3362 73132 15601 92095 31134 44874 16324 92333 —238 57388 14150 6516 13.2
1986
] 3659 50424 18671 72754 21647 40424 18037 80109 —7354 48754 3967 2118 16.1
n 3499 52647 14162 70308 18470 45237 18213 81921 11612 46763 3307 1176 14.2
m 3565 55602 15410 74577 16168 50554 18131 84854 —10277 48022 2452 834 9.2
v 3455 56881 13240 73575 16613 50613 18381 85608 —12032 47260 3737 1890 12.8
1987*
1 3521 59536 15714 78771 22482 45655 17829 85966 —7195 51373 3200 1411 127
n 3490 67208 15863 86561 28680 47579 18073 94332 —7771 51383 3994 1496 14.8
m 3607 75547 16500 95654 29291 50955 17836 98081 —-2427 55048 2770 1217 10.2
w 3362 73132 15601 92095 31134 44874 16324 92333 —238 57388 4186 2392 151
1988*
1 3467 79627 12629 95723 33515 48385 16268 98168 —2445 55322 4233 1773 158
n 3177 91364 14417 108958 39025 53008 15974 108006 952 60362 3518 1289 121



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

Long=-term liabilities

Lomg-ferm asseis

b Long-
Corporate Financial Coenfral  Lecal Tolal Co Financial Ceniral Other Total Keabil-
soctor institu- goverm- govem=- (1+2+3+4) secior instite- govern- (6+7+8 itles, mot
tions ment ment tioms mont +9) {(5=-10)
1 2 3 q 5 6 7 8 [ 4 10 1]
1983 30082 8541 22184 710 61518 12791 2472 1447 119 16829 44689
1984 34012 13366 25440 728 73546 17624 222 1678 182 19706 53840
1985 35709 13980 26330 585 76603 17102 859 1955 279 20194 56409
1986 35210 20169 27031 509 82920 19209 1591 2309 520 23628 59292
1987* 32456 26734 28691 511 88391 23375 4007 2653 730 30765 57626
1986
1 34646 15090 25713 555 76004 16839 765 1970 321 19896 56108
n 35001 16847 27152 551 79552 17906 849 2056 366 21177 58375
m 34231 18554 27397 541 80723 18462 1360 2191 412 22424 58299
v 35210 20169 27031 509 82920 19209 1591 2309 520 23628 59292
1987°*
1 34716 21814 28179 481 85190 19717 3876 2458 572 26622 58568
n 35601 24004 27730 474 87809 21633 3936 2465 621 28655 59154
m 35045 25209 26454 539 87247 22656 3919 2519 677 29772 57475
v 32456 26734 28691 511 88321 23375 4007 2653 730 30765 57626
1988"
1 34218 28096 27556 506 90376 24599 4371 2851 788 32609 57767
n 36037 31460 29260 503 97259 29286 4784 2887 893 37849 59410
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7. FOREIGN TRADE'
7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT
THE TRADE BALANCE, miL rm VALUE AND TERMS OF TRADE, 1980-100
Period Volume Unit valwe Terms of

Durin Exporis, Imporis, Balonce trade
perio f.0. c.l.f. {(1=2) Exports Imports Exports Imports

1 2 3 1 2 3 q 5
1983 69692 71528 —1836 1983 104 98 127 125 101
1984 80904 74682 6222 1984 114 98 134 131 102
1985 84028 81520 2508 1985 115 104 138 135 102
1986 82579 77 601 4978 1986 116 110 135 121 111
1987 85306 82801 2505 1987 118 119 138 119 116
1987 1986
Sept. 8044 7081 963 1 113 110 134 129 103
Oct. 7895 7318 577 n 104 90 133 122 109
Nev. 6964 7482 —518 Hi 116 119 138 120 116
Dec. 7000 7000 — w 128 115 136 121 112
1988 ° 1987
Jan. 6879 6874 5 ] 114 113 136 120 113
Feb. 6722 6050 672 n 120 120 137 119 115
March 7532 6939 593 m 116 116 140 121 115
April 7579 7487 92 v 119 126 140 119 117
May 8683 8283 400
June 6724 7733 —1009
July 6413 7091 —678 1988°
Avg. 7254 8405 —1151 1 115 115 140 119 117
Sept. 8416 8719 —303 n 123 133 141 121 116

7.3 FOREIGN TRADE BY MAIN GROUPS, mi. im

Duril Exports by industries, §.0.b. Imporis by use of goods, c.i.f.
por Wood Paper Chemical Metaland Other Raw  Gredeoll, Finishedgeods  Other
industry industry indusiry ongineoring goods materials fuelsond — — — goods
prod prod produ Industry {oxcl. lwbricants
products crude oil) goods goods

1 2 3 4 5 6 7 8 9 10
1983 6944 19327 8524 20211 14686 32209 17554 10860 10572 333
1984 7145 23573 10176 22998 17012 35162 16900 10993 11454 173
1985 6728 25030 2803 24412 18055 38676 17770 11675 12967 432
1986 6947 24600 7858 26115 17059 39292 10070 12898 15069 272
1987 7449 26691 7823 26347 16996 41066 9623 14074 17412 626
1987
Sept. 666 2496 688 2629 1565 3503 964 1047 1547 20
Oct. 670 2500 624 2493 1608 3634 845 1151 1579 109
Nov. 664 2168 563 2077 1492 3713 720 1436 1622 -9
Dec. 569 2059 754 2339 1279 3407 994 1197 1374 28
1988*
Jan. 569 2472 623 2021 1194 3486 780 1270 1340 -2
Fob. 543 2284 707 1626 1562 3194 360 990 1466 40
March 627 2746 690 2108 1361 3470 354 1285 1820 10
April 672 2368 639 2652 1248 3673 587 1321 1900 6
May 735 2466 736 3241 1505 4130 720 1464 1959 10
June 626 2281 599 1892 1326 3721 820 1584 1580 28
July 537 2344 628 1761 1143 3369 735 1310 1604 73

Avg. 545 2657 648 1921 1483 4126 792 1455 1964 68
SI8  sept. 612 2866 780 2508 1650 3991 905 1673 2139 11



7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Region and ixports, f.0.b. Imports, c.i.f.
covntry 1987 1988° 1987 1988°
Jonvary-September January=-Sepiember
Mil. M P.l'::-ll::’. Mill. iMm cmm MIN. FIM P.I':I::::'O MIll. FIM :..-l:;zm
the corve- the corre-
poriod o the period of the
previous year previows year
1 2 3 qa 5 [ 7 8
All OECD countries 63184 74.1 50395 7.3 63079 76.2 51913 12.5
OECD Europe 55667 65.2 44116 6.8 52212 63.1 41761 9.5
Of which:
Austria 951 1.1 668 7.9 1066 1.3 799 2.8
Belgium
and Luxembourg 1526 1.8 1353 28.9 2134 2.6 1673 5.7
Denmark 3320 3.9 2412 -3.6 2343 2.8 1980 14.2
France 4497 5.3 3610 7.6 3552 4.3 2787 3.6
Federal Republic
of Germany 9335 10.9 7343 5.9 14450 17.5 11354 6.8
ftaly 2182 2.6 1838 151 3619 4.4 3052 14.7
Netherlands 3060 3.6 2448 5.3 2555 3.1 2186 17.6
Norway 4026 4.7 2426 -21.7 1819 2.2 1625 21.7
Spain 1090 1.3 1030 27.9 920 1.1 716 14.4
Sweden 12754 14.9 9684 4.4 10702 12.9 8595 11.4
Switzerland 1525 1.8 1185 3.7 1665 2.0 1218 —1.4
United Kingdom 9734 11.4 8757 20.1 5914 7.1 4538 9.0
Other OECD 7517 8.8 6279 11.4 10867 13.1 10152 26.8
Of which:
Canada 971 1.1 788 4.8 429 0.5 463 50.9
Jopan 1206 1.4 1224 327 5861 7.1 5057 14.7
United States 4407 5.2 3491 6.1 4335 5.2 4346 40.4
CMEA countries 14620 17.1 10388 —4.3 14088 17.0 10033 =59
Of which:
Soviet Union 13175 15.4 9311 —56 11901 14.4 8261 —9.9
Developing countries 6199 7.3 4612 —0.7 4938 6.0 4418 19.5
OPEC countries 1527 1.8 1039 —-2.3 805 1.0 450 —27.2
Other 4672 5.5 © 3572 —0.3 4133 5.0 3968 28.9
Other countries 1312 1.5 756 —23.9 692 0.8 1202 143.4
TOTAL 85315 100.0 66151 43 82797 100.0 67 566 10.8
Of which:
EEC couniries 35966 422 29859 11.5 36788 44.4 29392 9.1
EFTA countries 19396 22.7 14075 —-1.9 15356 18.5 12310 10.4

1The trade values and volumes for December 1987 and January 1988 differ from those in the official statistics. For detalls,

see Notes and Explanations on page $
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, miL. im, 1985 PRICES

{seasonally adjusted figures)

Period Consumption Fixed Change Domestic Exports Imports GDP
expendifure invesiment in stocks demand {6+7=8)

inel. shll:llul (1+2+3+4+5)
Private Public Private Public discrepane

1 2 3 4 5 6 7 8 1 4

1983 171330 63113 69001 10467 —2704 311207 92001 87959 315249
1984 176038 64872 67584 10202 —1327 317369 96993 88857 325505
1985 181664 68218 69 599 10453 3610 333544 98173 94893 336824
1986 189113 70325 69329 10738 3255 342760 99498 97795 344463
1987+ 198837 73087 72388 11344 7315 362971 101181 106569 357583
1986*

1 46417 17395 17289 2687 2801 86588 24627 26144 85072
] 47238 17286 16686 2375 —960 82625 21722 19893 84454
m 47 666 17740 17810 2935 2381 88532 25799 27061 87270
w 47792 17904 17545 2741 —967 85015 27350 24698 87668
1987

1 48640 18011 17623 2765 1857 88896 25140 26316 87720
] 49417 18152 18227 2615 1896 90307 25336 25771 89872
m 49824 18377 17931 3141 1233 90506 25460 26958 89009
w 50956 18547 18607 2823 2329 93262 25244 27524 90983
1988°

1 51392 18542 19129 2745 1971 93779 25710 27179 92310
n 51471 18673 19019 2671 3966 95800 25682 28493 92789

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1985-100 {1980 WEIGHTS}

{seasonally adijusted figures)

Poriod 2-4 2 3 ln‘::':",a&'lm' 37,38 P
h';lhl Miningeand Manvfacturing Wood and Metal and Other Eleciricity,
T L e ]
(100.0) (1.5) (89.5) {20.5) {28.3) (40.7) (9.0)
1 2 3 a s 6 7
1983 91.9 92.8 92.5 94.2 87.8 95.5 86.0
1984 96.1 96.3 96.6 101.7 92.5 97.6 91.8
1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1986* 100.8 101.7 100.8 101.8 101.3 99.9 100.1
1987° 105.0 79.0 105.2 107.9 106.2 103.0 108.0
1987*
Avg. 105.6 81.8 105.7 108.4 108.4 104.9 108.9
Sept. 103.7 77.8 104.6 110.1 108.2 103.7 109.0
Oct. 102.8 69.4 106.0 109.8 107.2 102.8 107.5
Nov. 100.8 72.5 103.6 108.4 107.4 100.5 109.5
Dec. 102.7 67.3 105.5 105.4 108.4 100.1 108.4
1988
Jan. 108.0 64.7 111.3 115.7 112.1 106.7 94,5
Feb. 107.7 70.4 109.5 112.4 111.2 104.0 102.6
March 105.5 74.0 106.4 109.7 104.6 103.1 105.7
April 108.8 88.9 107.8 114.5 1M11.7 102.8 110.2
May 108.9 101.5 108.3 108.8 113.4 107.2 103.6
June 112.2 107.9 109.9 116.2 110.3 106.3 110.5
July 114.2 95.4 111.0 109.6 124.0 104.5 110.8

S20 Avg. 108.5 76.1 107.9 115.5 113.6 102.4 111.9



8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985-100

{seasonally adjusted figures)

Period

Volume of

Volume of

Volume of

whelesale refall construction o indicator
trade trade of buildings Residential  Industrial Other goeds of GDP
buildings bulldings buildings
1 2 3 4 5 6 7 8

1983 97.6 94.4 108.2 107.7 123.0 105.1 100.9 942
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 89.0 101.0 102.6 113.8 106.1
1987*
July 110.8 107.5 106.6
Avg. 111.1 107.1 106.7
Sopt. 111.0 109.4 106.7
Oct. 114.7 107.8 106.6
Nov. 113.9 109.9 107.1
Dec. 111.3 111.4 107.7
1] 112.3 108.6 97.1 1.7 106.5 106.4 121.6 106.1
m 110.9 108.0 95.8 86.2 102.5 105.9 100.2 106.7
w 113.3 109.7 97.2 88.1 99.5 105.2 121.3 107.1
1988*
Jan. 115.0 113.4 108.1
Feb. 113.9 111.5 108.5
March 112.8 114.9 108.3
April 116.3 109.3 107.9
May 1.7 114.9 109.4
June 115.1 110.8 109.2
July 116.3 108.7 ..
1 113.9 113.3 103.2 92.5 113.8 113.3 113.3 108.3
n 114.4 111.7 99.7 97.5 100.0 106.0 140.0 108.8
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8.4 WAGES AND PRICES, 1985=100

Period l'-lox Cen- Basic Produc- Bulld-
of wage By sectors sumer co Byorigin  eorprice By marketin ing
aud |prlu 1'..'.:.. ———— index area » cost
solary Private Contval Local Nom=- index for Domes-Import- for ——————— index
eam- Total Of which:govern-govern- profit domestic e ed many- Expori- Home
ings Manufac- ment ment  insti- supply goods goods fucterl od mow=-
furing fetions goods ket
(sic3)
1 2 3 a -} 6 7 8 ° 10 n 12 13 14

1983 843 840 852 864 84.0 858 888 904 898 927 908 91.5 905 892
1984 922 920 929 926 928 921 951 953 948 971 960 981 951 946
1988 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1986' 107.0 106.7 106.2 106.8 108.1 107.0 102.9 97.0 986 Q1.0 965 9.7 96.4 1043
1987" 1146 1145 1134 1158 1140 1162 1072 979 1002 893 973 98.1 968 109.1

1987"

Sept. .. .. .. .. .. .. 108.1 984 1008 89.4 979 987 975 109.9
Oct. .. .. .. .. .. .. 1083 987 101.3 892 982 990 978 1100
Nov. .. .. .. .. .. .. 1081 987 101.6 883 984 994 979 1108
Dec. .. .. .. .. .. .. 1084 989 1020 877 986 992 983 1109
m 115.0 1147 1137 117.0 1147 1175 107.6 983 100.6 89.9 976 984 972 109.7
w 1166 1168 1152 1173 1150 117.8 108.3 98.8 101.6 884 984 992 98.0 110.6
1988

Jan. .. . .. .. .. .. 109.7 993 1024 87.8 99.1 99.9 98.8 111.8
Fob. .. .. .. . .. ... 1100 99.6 102.7 879 995 100.1 99.2 1119
March .. .. .. . .. ... 1106 99.7 103.0 875 1000 101.1 99.4 1123
Aprl .. .. .. .. .. ... 1114 999 1031 883 100.1 101.5 99.4 1150
May .. .. .. .. . .. 112.3 1009 1041 893 1008 1026 100.0 116.2
June .. .. .. .. . .. 1129 101.3 1047 89.1 101.1 103.1 100.2 116.6
July .. .. .. . .. ... 1129 102.0 1054 89.6 1021 1043 101.} 117.0
Avg. . . .. . . .. 1131 1024 1058 90.3 1027 1055 101.4 117.5
Sept. .. .. .. .. .. .. 1142 1024 1057 900 1029 1057 101.5 1187
] 118.9 1185 1170 1229 1178 1232 110.1- 99.5 1027 877 995 1004 99.1 1120
n 125.8 125.6 1242 130.5 123.3 130.5 1122 100.7 104.0 889 100.7 1024 999 1159
m .. .. .. .. .. .. 113.4 1023 1056 90.0 1026 1052 101.3 117.7

1Preliminary figures for columns 1—6.
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.|
85 LABOU& EMPLOYMENT AND UNEMPLOYMENT {seasonally adjusted figures}

Period Labowr Labour Total Unem- Unem-
force foreo employ- By indusiriad status By industry ployed ployment

O e Self- = Indush Con=  Service rate

'::::n (‘;’, omployed v::'d. e:if:n i struction Imdus-

among {6+7+84+9) salary and tries

15=-74 sarners fovesiry

yoor olds

% 1000 persons %
1 2 3 a 5 6 7 8 9 10 1

1983 68.7 2527 2390 386 2004 303 606 183 1298 138 5.5
1984 68.8 2546 2414 378 2035 294 600 183 1337 133 5.2
1985 69.2 2567 2437 361 2076 280 597 178 1380 130 5.0
1986 69.1 2568 2431 359 2071 266 589 185 1391 138 5.4
1987 68.6 2554 2423 372 2051 251 569 184 1419 130 5.1
1987
Avwg. 69.0 2568 244] 368 2073 248 570 183 1439 127 5.0
Sept. 68.5 2548 2418 366 2053 241 572 176 1429 130 5.1
Oct. 68.5 255] 2423 378 2045 255 575 185 1408 128 5.0
Nov. 68.5 2549 2420 381 2039 252 557 180 1432 129 5.1
Dec. 68.4 2548 2419 378 2041 247 558 183 1430 128 5.0
1988
Jon. 68.7 2558 2438 381 2057 250 573 189 1427 120 4.7
Fob. 68.4 2549 2430 374 2057 253 551 176 1451 118 4.6
March 68.5 2549 2428 371 2057 240 557 182 1450 120 4.7
April 68.3 2541 2426 367 2059 241 551 192 1442 115 4.5
May 68.3 2540 2415 366 2049 243 543 177 1451 125 4.9
Jume 68.7 2556 2439 363 2076 231 548 194 1466 117 4.6
July 68.5 2547 2430 361 2070 223 558 203 1446 117 4.6
Avg. 67.9 2527 2412 379 2032 252 572 172 1416 115 4.6
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, miLL. rim, CasH Fiow Basis

Dll: Revenve Expenditure
perio
Direct Indirect Other Other Revenue Redemp- Reov- Bor= Total Con- Trans-
faxes faxes faxes revenuve before tions enve ing p- fers Of which:
and finoncial ofloans bhefore (7+8) tlen emd ——Mm—
similar frans- granied bor- subsidies Local Other
rovenve actions bythe rowing govern- do-
(1+243+4) stale (5+6) ment mestic
soclors
1 2 3 q 5 6 7 8 [ 10 n 12 13

1983 19565 36183 531 8284 64563 1854 66416 11378 77794 20984 39411 15717 22817
1984 22526 42737 598 9711 75572 1894 77466 10752 88218 22155 44333 18444 24836
1988 25750 47578 546 10415 84290 2071 86361 11189 97550 24835 49269 21183 26866
1986 28079 51733 323 11640 91774 2209 93983 14744 108727 26354 52845 23215 28131
1987 29454 57312 455 12437 99658 2482 102139 17484 119623 29419 59498 26456 30964

1987

Avg. 2935 4880 37 1098 8949 343 9292 1143 10435 2331 4892 2138 2618
Sept. 2461 4237 40 968 7706 144 7850 619 8470 2424 4341 2131 2102
Oct. 2480 4360 38 1025 7904 119 8023 2295 10318 2505 4713 2227 2296
Nov. 2545 5465 29 1024 9062 266 9329 2397 11726 2366 5746 2336 3306
Dec. 1995 7294 65 1454 10809 680 11488 1496 12984 2731 5271 2239 2720
1988

Jan. 2495 3188 12 958 6654 2] 6674 1680 8354 2367 5494 2221 3145
Fob. 2203 6490 38 837 9568 53 9622 1017 10639 2449 6390 2304 3948
March 3084 4470 49 998 8601 96 8698 1291 9989 2520 5301 2325 2552
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
Jume 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

Avg. 3333 6295 62 1022 10712 488 11200 589 11789 2607 5279 2361 2801

Dll:lll Expenditure Financial balance
perie Fixed Other Expondi- Lending Expendi- Re= Total Rev- Net Gross Cash
invesi- expendi- fure and ture demp= expondi- onve bor- bor- sor-
ment ture before other before tionsof fure, sur= rowing rowing plus
finem= finan- redemp- stale (18+19) plus require- require- (9-20)
clal dal tions debt {5=16} meont ment
frons-  invest- of siate (7=-18) (7-20)
aclions mont debt
10411+ (16+17)
144+15)
14 15 16 17 18 19 20 21 22 23 24
1983 5454 4095 69944 4999 74943 3939 78881 —5381 —8527 —12465 —1088
1984 5455 4220 76162 4717 80878 5552 86430 —590 3412 8964 1788
1985 5700 4936 84739 4982 89722 7682 97404 —449 —3361 —11043 145
1986 6111 5058 90368 4913 95281 10541 105822 1406 —1298 —11839 2905
1987 7089 4732 100738 5672 106410 9880 116289 —1080 —4270 —14150 3334
1987
Avg. 542 294 8059 479 8539 1410 9949 890 753 —657 487
Sept. 648 137 7551 552 8102 320 8423 156 —252 —572 47
Oct. 644 321 8184 446 8629 620 9249 —280 —606 —1226 1069
Nov. 550 199 8861 407 9267 252 2519 202 62 —190 2207
Dec. 878 -6 8874 483 9357 109 9466 1935 2131 2022 3518
1988
Jan. 502 764 9127 372 9499 1279 10778 —2473 2824 —4103 2423
Fob. 535 324 9699 397 10096 512 10608 —130 —474 —986 31
March 641 833 9296 427 9723 825 10548 —694 —1025 —1850 —559
April 492 617 8407 341 8747 674 9421 479 224 —450 1639
May 690 760 10619 623 11242 1044 12286 —684 —1004 —2048 —-1214
June 660 317 9186 603 9789 818 10607 598 128 —690 800
July 568 112 8487 467 8954 787 9741 1803 1406 619 728

S24  Awg. 609 478 8972 450 9422 1177 10599 1740 1778 601 1190
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NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

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

Symbols used

* Preliminary

r Revised

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

— Nil

S Affected by strike

— Break in series

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

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

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

Table 2.7 Matured certificates of
deposit, net (Column 3) = matured bank
certificates of deposit held by the Bank
of Finland - matured certificates of
deposit issued by the Bank of Finland.

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

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

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

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

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

Table 3.5 Seccondary market
rates. The long-term unregulated
market rate {Columns 1 and 2) is calcu-
lated by the Bank of FAnland as the
monthly average of the offered rates for
taxable, fixed-rate bonds quoted by the
five largest banks. The rate of interest
for taxable government bonds (Column
3) is the effective annual yield, calculat-
ed as the arithmetic mean, on fixed-rate
government bonds with a remaining
maturity of between 4 and 5 years. The
rate of interest for taxable public issues

(Column 4] is the effective annual yield,
calculated as the arithmetic mean, on
fixed-rate ordinary bonds, debentures
or other bonds (excl. zero coupon
loans, bonds with equity warrants and
convertible debentures} issued by all
issuers except the central government
with a remaining maturity of between 3
and 6 years. FAnancial institutions (Col-
umn 5}: as in Column 4 for issues by
financial institutions incl. banks. Corpo-
rations (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 Finland 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 weekly observa-
tions and annual observations the aver-
ages of monthly observations. Rates at
issue on bonds and debentures (Col-
umns 8 and 9) are the average rates of
interest weighted by issue amounts - in
the case of government bonds by sales
amounts - on ordinary bonds, deben-
tures and cther bonds (excl. zero cou-
pon loans, bonds with equity warrants
and convertible debentures) issued
during the period.

4 RATES OF EXCHANGE

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

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

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

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland’s foreign
claims + banks' foreign claims (incl.
claims on banks' foreign branches) -
the Bank of Finland’s foreign liabilities -
banks' foreign liabilities (inc!. liabilities
to banks' foreign branches). Domestic
credit Claims on the central govern-
ment, net {Column 2) = the Bank of
Finland'’s claims on the central govern-
ment + banks' claims on the central
government - the central government's
deposits with the Bank of Finland and
Postipankki - loans intermediated by
banks from state funds. Claims on the
public {incl. local government), (Col-
umn 3) = the Bank of Finland’s claims
on the private sector + banks' claims on
the private sector (loans to the public,
bonds and debentures (excl. gov-
ernment bonds and bank debentures),
claims on other financial institutions,
shares held by banks). Other items, net
(Column 5) = capital accounts and
other items of the Bank of Finland +
capital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CD’s held by the public and other
unregulated wholesale deposits). M,
{Column 6) = notes and coin in circula-
tion - till money held by banks +
cheque and postal giro account de-
posits held by the public. M, (Column 7)
= M, + quasi-money (time deposits
held by the public, incl. deposits with
the Bank of Finland).

Table 5.4 Source: State Treasury
Office. Foreign debt Other bonds and
debentures (Column 2) are so-called
private placings. Long-term promissory
notes {Column 3} are bank loans. Out-
standing lending {Column 10) com-
prises the stock of central loans grant-
ed from the central government budget
and from extra-budgetary funds. Cash
funds (Column 11) comprise the cash
funds held in central government ac-
counting offices, funds heid in cheque
and postal giro accounts, as well as
placements of central government
cash funds. The main part of the latter
is reserved for covering transferable
allocations budgeted in previous years
{for details, see the article "State Bor-
rowing and Cash Management” by
Pekka Laajanen and Pekka Saarinen in

S26 the August 1987 issue of the Bulletin).

Transferable allocations amounted to
FIM 7.7 billion at the end of 1986.

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

6 BALANCE OF PAYMENTS,
FOREIGN LIABALITIES AND

Table 6.1 The figures for the trade
and goods and services accounts are
compiled in accordance with the Sys-
tem of National Accounts.

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

Table 6.3 Net foreign debt (Col-
umns 1-24) at the end of a period is
classified in the same way as the cor-
responding data on changes in the
capital account (Table 6.2). The items
included in net foreign debt have been
translated into markkaa using the spot
rates for each date. Thus the figures
include the impact of changes in ex-
change rates. Debt service payments
(Column 25} the total of net payments
of interest, dividends and remunera-
tions relating to long- and short-term
foreign liabilities and assets plus net
repayments relating to long-term for-
eign liabilities and assets. Repayments
do not include early repayments of
ioans, repatriations of equity capital
included under direct investment, re-
purchases of shares included under
portfolio investment (since 1986), re-
payments of the Bank of Finland’s re-
serve tranche and oil facility credits, or
repayments of rouble-denominated
assets included under loan assets. The
debt-service ratio (Column 27) = ser-
vice charges on net foreign debt as a
percentage of current account
earnings.

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

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

7

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.

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

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

8 DOMESTIC ECONOMIC
DEVELOPMENTS

Tables 8.1-8.5 Source: Central
Statistical Office of Finland. Seasonal
adjustment is carried out by the Bank of
Finland.

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

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 CP! 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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2. THE BANK OF FINLAND’S FOREIGN EXCHANGE RESERVES
AND FORWARD POSITION
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5. OVERNIGHT RATES
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8. 3-MONTH COVERED EURODOLLAR RATE AND 3-MONTH
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11. BANK OF FINLAND CURRENCY INDEX
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14. CHANGES IN THE EXCHANGE RATES OF SELECTED MAJOR
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17. MONEY SUPPLY
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19. CENTRAL GOVERNMENT DEBT
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22. BALANCE OF PAYMENTS
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24. FOREIGN TRADE
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27. FOREIGN TRADE: PRICES AND TERMS OF TRADE
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30. PRODUCTION
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32. EMPLOYMENT AND THE UNEMPLOYMENT RATE
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33. PRICES AND WAGES
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34. CENTRAL GOVERNMENT FINANCES
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tions of central govern-
ment debt
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and as a percentage of GDP
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