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ECONOMIC SITUATION

by Pentti Forsman, M. Pol.Sc.

Economics Department
Bank of Finland

The Finnish economy is experiencing its second
successive year of virtual stagnation. This is
primarily due to the international recession,
which has lasted considerably longer than
expected. Finnish export volumes to Western
markets have been declining since the first
half of 1980. Moreover, the growth of exports
to the Soviet Union came to halt in the first
half of the current year. Domestic demand,
however, continues to show modest growth,
partly because of the expansive economic
policy stance pursued since the spring of
1981. Developments in Finland's current ac-
count have been favourable, with the account
in approximate balance. The marked decelera-
tion in international inflation has also been
reflected in Finland, even though domestic
costs have continued to rise somewhat more
sharply than in the economies of Finland's
major .competitors. Weak economic activity
has led to rising unemployment, and by late
summer 1982 the seasonally-adjusted unem-
ployment rate had climbed to about six per
cent.

Despite the fairly satisfactory overali economic
performance, the competitive position of the
open sector has deteriorated since 1980,
largely because of the strengthening of the
Finnish mark against most European cur-
rencies.' To correct this unintended apprecia-
tion, the Bank of Finland decided to lower the
external value of the mark by about four per
cent in early October, the adjustment being
made within the fluctuation limits of the index.
When, soon after, the Swedish krona was
devalued by 16 per cent, it became apparent

* The external value of the Finnish mark is expressed in terms of a
currency index calculated as a trade-weighted average of a basket
of foreign currencies. In the period from March 1980 to October
1982, the currency index was kept constant. The appreciation
of the mark against the currencies of Finland’s main European
competitors was necessary to counter the depreciation of the
mark vis-a-vis the US dollar and Russian rouble.

that — given the importance of trade between
the two countries and the fact that Sweden
is a major competitor in other markets —
Finland had no option but to seek ways of
preventing an excessive loss of competitive-
ness. Consequently, as part of an economic
policy programme, the Finnish mark was
devalued by a further six per cent (see items
in the Bulletin 10/82). The effects of these
measures will be felt in the Finnish economy
with a lag, and the full impact not until 1984.
In the meantime developments in the inter-
national environment will be the dominant
factor determining the prospects for growth
in Finland.

Exports, particularly those of forest products,
have been hampered by the depressive effect
of high real interest rates on both fixed invest-
ment and stockbuilding in Finland’'s Western
export markets. The volume of total merchan-
dise exports 1o Western countries is expected
to decrease somewhat in 1982. Exports to
Socialist countries will also decline, since the
vigorous expansion of the past two years has
led to an accumulation of Finnish receivables
on the bilateral clearing accounts in excess of
normal credit limits. Sluggish international
demand has brought the rise in export prices
to a halt, exacerbating still further the weaken-
ing profitability of the open sector.

Investment activity in the open sector has been
sustained by the continuation of work on
investment projects started earlier and the
volume of fixed investment in the open sector
in 1982 is expected to show a slight increase
on the previous year. Capacity utilization and
profitability have in generai been somewhat
higher in the sheltered corporate sector than
in the open sector. As, moreover, discretionary
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policy measures in force last year have led to
the postponement of building starts in the
service sector until the current year, investment
activity in the sheltered corporate sector is
likely to show moderate growth.

The real income of the household sector has
been supported by a slight rise in the level of
employment, a small decline in the net tax
ratio, the slowdown in the inflation rate and
an improvement in the terms of trade. As a
result, the growth of households’ real dispos-
able income this year is expected to be a little
higher than last year. The volume of private
consumption expenditure in 1982 is forecast
to expand marginally faster than last year.
Given the prevailing ease of credit markets the
main impetus to growth will come from con-
sumer durables.

The growth of final domestic demand is ex-
pected to accelerate slightly in 1982. Hence
the current year should witness a modest
revival of production in certain sheltered
sectors, such as construction and private ser-
vices. This year's good harvest will also impart
a positive contribution to GDP growth. On
the other hand, the output of the open sector
is expected to decline. Since the emphasis in
growth is on the labour-intensive branches of
production, the level of employment is likely
to rise despite forecast GDP growth of only
about one per cent. But the increased demand
for labour has induced a relatively strong ex-
pansion in the labour supply, rising participa-
tion rates and hence also higher unemploy-
ment.

The substantial deceleration in the rate of
increase of foreign trade prices and the sluggish
growth of domestic demand have led to a
rapid slowdown in the Finnish inflation rate.
The rise in consumer prices this year is ex-
pected to amount to about 9 per cent on
average, and will thus be broadly in line with
the average for the European members of the

OECD. The devaluation will have no effect on
the consumer price index in the current year
because of the two-month price freeze intro-
duced as part of the economic policy pro-
gramme.

As a result of the improvement in the terms of
trade and structural changes in demand, the
current account deficit is expected to be fairly
small this year. Despite a decline in the volume
of exports, the ratio of the current account
deficit to GDP will fall slightly. The visible
trade account with both the Western and the
Socialist countries is expected to be more or
less in balance. Capital import by the central
government together with the growth of tied
currency reserves have been factors increasing
liquidity in the economy. On the other hand,
the differences between international and
domestic interest rates, coupled with exchange
rate expectations in the late summer, have led
to capital outflows. The overall effects of
capital movements on the domestic financial
markets have been limited.

As there is unlikely to be any stronger stimulus
to the economy from abroad in the immediate
future, economic activity will probably continue
sluggish in Finland next year. The recent
devaluation of the Finnish mark and general
fiscal policy measures designed to improve
the competitiveness of the open sector will
be slow to have an effect. However, it is
possible that, given the present uncertainty
about the prospects for the world economy,
the incentives contained in the policy measures
may not be fully reflected in firms' investment
behaviour. If, as is generally assumed, an inter-
national upturn gets under way next year, the
Finnish economy should also begin to recover
in the second half of 1983. In view of the
improved competitive position of Finnish
industry, Finland should be well placed to
exploit the opportunities offered by a revival
in international demand.

October 26, 1982




BANK OF FINLAND

Mill. mk

1981 1982
QOct. 30 Dec. 31 Oct. 8 Oct. 16 Oct. 22 Oct. 29
Assets

Gold and foreign exchange receivables 8183 9463 9782 113656 11280 112568
Gold 10756 1382 1382 1382 1382 1382
Special drawing rights 676 632 569 569 569 569
IMF reserve tranche 380 394 397 397 397 397
Foreign bonds 1597 1405 828 741 631 709
Convertible currencies 2932 3686 2 340 3861 4175 4068
Tied currencies 15623 1964 4266 4415 4126 4133
Other foreign receivables 1632 1606 16156 1615 1615 16156
Mark subscription to Finland’s IMF quota 1632 1606 1615 1615 1615 1615
Receivables from financial institutions 4369 i 3690 6 261 6 681 63156 5906
Banks' cheque accounts 562 4956 462 498 399 330
Call money market advances 2443 1796 4099 4500 4203 3867
Till-money credits 666 768 739 703 743 739
Bonds 652 594 914 926 918 917
Other financial institution receivables 46 37 47 54 52 53
Receivables from the public sector 1213 1236 1009 1000 993 986
Government promissory notes 354 3b4 — —_— — .
Bonds 380 386 448 441 433 424
Total coinage 478 483 546 547 549 551
Other public sector receivables 1 13 16 12 11 1
Receivables from corporations 4081 4549 4890 5930 5111 5117
Financing of exports 1723 1754 1761 1839 1911 1915
Financing of domestic deliveries 2063 2111 2440 2490 2498 2500
Bonds 189 187 166 1656 166 166
Other corporate receivables 106 497 534 536 536 536
Other assets 87 89 97 97 97 97
Total 19565 20633 236564 25788 265411 24979

Liabilities
Foreign exchange liabilities 75 96 47 43 35 3
Convertible accounts 24 41 32 36 23 26
Tied accounts 51 55 15 7 12 5
Other foreign liabilities 2639 2 597 4739 6014 6011 6042
IMF mark accounts ) 1943 1871 1726 1726 1726 1726
Alloca'qoqs_ of special drawing rights 696 726 726 726 798 726
Term liabilities ) — —_ 2287 3562 3559 3590
Notes and coins in circulation 5131 5595 5609 5649 5617 5670
Notes 4709 5152 . 5140 5179 5146 5199
Coins o ) 422 443 469 470 471 471
Deposit certificates in circulation 760 1600 2 300 2 600 2 600 2 000
Claims of financial institutions 34560 3797 35626 3626 3266 3325
Banks' cheque accounts 1 0 1 1 0 2
Call money market deposits 780 1080 250 360 — 39
Cash reserve deposits 2469 2492 3095 3086 3085 31056
Capital import deposits 180 201 160 162 161 160
Other financial institution claims 20 24 20 17 20 19
Claims of the public sector 698 578 109 112 113 112
Cheque accounts 0 1 1 0 1 0
Counter-cyclical reserves 545 433 64 64 64 64
Counter-cyclical deposits 145 143 — —_ —_— —
Capital import deposits — — 44 48 48 48
Other public sector claims 8 1 0 0 0 0
Claims of corporations 1622 1433 1688 1693 1683 1679
Deposits for investment and ship purchase 1414 1425 1485 1477 1469 1469
Capital import deposits — — 189 205 203 201
Export deposits 202 0 — — — —_
Other corporate claims 6 8 14 1" 11 9
Other liabilities 14 15 18 17 18 18
Equalization accounts 2705 609 1307 1714 1738 1762
Capital accounts 2481 4313 4311 4320 4330 4340
Primary capital 1400 3000 3000 3000 3000 3000
Reserve fund 750 750 1032 1032 1032 1032
Undisposed profits —_— — —_ —_ — -
Net earnings 331 563 279 288 298 308
Total 195656 20633 236564 25788 25411 24979




BANK OF FINLAND Mill. mk
Foreign sector Public sector
End of Gold Comvert  gamvert-  Tied Other Net Deposit
year or SDRs,  Foreign ible ible cur- receiv- recelv- Receiv-  Liabili- liabiti-  certifi-
month re!s’\élrl\:/e bonds ~ CUF  reserves rencies,  ables, &Tgﬁ_ ables ties ties ?:iar’izeusl::
tranche net (1;)2+ net net 8) (9-8) tion
1 2 3 4 5 6 7 8 9 10 11
1976 357 397 954 1708 389 —660 1437 447 1133 686 —
1977 337 543 1212 2092 496 —2 031 557 3N 328 — 63 200
1978 728 872 3080 4 680 471 —1099 4052 633 114 —519 1090 .
1979 1728 1749 2 964 6 441 —678 —764 4999 884 387 —497 1700
1980 1850 2125 3823 7798 —757 —890 6151 1225 591 —634 1900
_1981 2408 1405 38645 7 458 1809 —9N 8 376 1236 578 —658 1600
1981
Oct. 2131 1597 2908 6636 1472 — 007 7101 1213 698 —515 750
Nov. 2090 1498 3065 6 653 1878 —970 7561 1196 699 —497 1550
Dec. 2408 1405 3645 7 458 1909 —991 8 376 1236 578 —6568 1600
1982
Jan. 2408 1381 2828 6617 2832 —9Nn 8458 1262 434 —828 1000
Feb. 2 371 1096 3617 7084 2860 —1638 8306 970 435 —b35 400
March 2343 1126 4597 8065 2718 —1627 9156 971 21 —760 2300
April 2343 1117 4267 7727 3084 —1612 9199 965 195 —770 2150
May 2305 1064 3498 6867 3456 .—1 5681 8742 964 17 —793 2000
June 2286 910 3335 _9_531 {31 4 _ —1583 9262 977 143 —834 2200
July 2286 899 3280 6 465 4909 —1583 9791 987 163 —824 2000
Aug. 2 348_ 851 2 657 5 856 o 5207 —15556 9508 9856 147 —838 1600
Sept. 2348 867 2920 6125 4306 —2537 7894 973 107 —866 2000
Oct. 2348 709 4042 7099 4128 —4427 6800 986 112 —874 2000
FOREIGN EXCHANGE POSITION Mill. mk
Net holdings, Dec. 31, 1981 Net holdings Sept. 30, 1982 Change
Bank of  Other Total Bank of  Other Total  Sept,  Jan.-Sept,
Gold 1382 — 1382 1382 — 1382 - —
Special drawing rights 632 — 632 569 — 569 — —63
IMF reserve tranche 394 — 394 397 — 397 +1 +3
Foreign bonds 1405 — 1405 857 — 857 +6 —548
Convertible currencies 3646 —7748 —4102 2920 —6014 —3094 +671 +1008
Total 7459 —7748 —289 6125 —6014 111 +678 +400
Tied currencies 1909 —122 1787 4 306 —201 4105 —802 +2318
Grand total 9368 —7870 1498 10431 —6215 4216 —224 +2718

4



BANK OF FINLAND

Mill. mk

Domestic financial sector

Corporate sector

Dis-

Demand Supply

Notes

yourof  counted  CEEL forcall  ofeal  casn e roven-  nent. Lisbill- NSt cofns. in
month e Do, deolsit  denbeir deposits Loy U frooamg net o) lation
bills net banks banks 4—6—6)  schemes
1 2 3 4 5 6 7 8 9 10 1
1976 2920 172 1204 1137 — —372 3531 1400 308 1092 2885
1977 3091 107 1804 850 — 74 4226 1416 242 1174 3167
1978 970 136 2213 2075 — 69 1175 1948 356 1592 3822
1979 — 229 3870 1131 1764 -—291 1495 2182 65 2117 4375
1980 — 480 3674 290 3317 —1064 1611 3063 642 2421 4954
1981 — 495 1796 1080 2492 —1174 —107 3865 749 3116 5595
1981
Oct. — 561 2443 780 2469 —1 164 919 3786 1327 2459 5131
Nov. — 607 3218 1430 2476 —1226 1145 3829 1124 2705 5201
Dec. — 495 1796 1080 2492 —1174 —107 3865 749 3116 5595
1982
Jan. — 521 979 1380 2605 —1119 —1366 3927 703 3224 5257
Feb. — 388 1972 2020 2638 —1071 —1227 3928 868 3060 5272
March — 379 2032 1590 2644 —1161 —662 3989 719 3270 6176
April — 306 2069 1600 2644 —1360 —510 39556 752 3203 5383
May — 511 1888 1420 2707 —1510 —218 4058 684 3374 65634
June — 429 2006 1640 2732 —1568 —369 4118 929 3189 5752
July — 290 1223 1042 2777 —1467 —839 4084 1136 2948 5706
Aug. — 435 929 1260 2783 —1461 —1218 4117 983 3134 5557
Sept. — 351 2409 290 3095 —1537 912 4156 982 3174 5616
Oct. — 328 3867 39 3105 —1530 2581 4415 977 3438 5670
INDEX
BANK OF FINLAND CURRENCY INDEX 1974 = 100
FROM THiE PREVIOUS VEAR [ -3
10 IRANGE FLUCTUATION OF THE INDEX | IS
25 0 === i pye
120 [T e J
/
11713 116.3 131
pos LAt b a vttt e g il
1979 1980 1981 1982




MONETARY POLICY INDICATORS

Total Actual Credit quotas  Cash Cash Bank of Average  Average

central central of the raserve  reserve Finland Call cost of lending
Average bank debt bank debt  commercial deposits deposits  placements Base ‘money total rate of the
for period cor?\fmtg;.cial cor?\frr}:recial baglaczl?totfhe t?epg:seit cor?'\fmtgr?:ial |nn§ro1?‘et§’all r?}ze |n::tr:st b::; téaslbt cobna\l;]nkesr(:ial

banks, banks, Finland, banks banks market, %

mill. mk mill. mk mill. mk  mill.mk  mill. mk mill. mk

1 2 3 4 5 8 7 8 9 10

1976 4000 3611 2725 — - 2392 925 26.802 1210  9.65
1976 4 001 3345 2 400 — — 79 9.26 1840 12.38 9.69
1977 3914 3094 1967 — — 149 9.00 17.20 11.82 9.54
1978 35673 2070 1476 — — 20 758 11.99 8.88 8.22
1979 2629 820 475 447 389 321 7.46 9.74 8.29 8.03
1980 4962 4097 783 2542 2220 3313 920 12.38 12.37 9.77
1981 4087 27564 595 27856 2442 2161 9.25 11.48 11.61 9.84
1981
QOct. 3544 2032 600 2469 2151 1434 9.26 1160 11.37 9.81
Nov. 3533 2092 600 2465 2157 1494 9.25 1150 11.26 9.82
Dec. 3941 2 850 600 2473 2164 2253 925 11.30 11.74 9.84
1982
Jan. 2526 1163 600 2502 2194 567 9.25 1230 10.90 9.84
Feb. 2760 1518 400 2603 2286 1121 9.25 1245 11.95 9.84
March 3069 1306 400 2630 2290 906 926 11566 11.72 9.79
April 3049 1062 400 2637 2299 664 9.25 1150 11.51 9.78
May 2 908 1429 400 2645 2313 1034 9.25 11560 11.64 9.77
June 3090 15628 400 2706 2356 1134 860 1150 11.42 9.06
July 2684 1213 400 2731 2386 814 850 1150 11.09 9.04
Aug. 2312 1010 400 2771 2418 611 850 1150 10.63 8.99
Sept. 2703 15697 400 2794 2439 1198 860 1145 11.26
Oct. 4412 4148 400 3091 2699 3750 8.60 11.70

See explanations on page 24.

' End of period.
2 1, 9.—-31.12. 1975,
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FORWARD EXCHANGE MARKETS IN FINLAND

Banks' Forward Selling

Banks' Forward Positions in miil. mk with Rates for USD
Period Domestic Firms F A Overall Dot oot o
Assets Liabilities Net Net Net Net mo1nth moaths moﬁths
1 2 3 4 5 6 7 8 9

1981 5183.0 1619.8 35632 —581.0 —2346.3 5835  —44 —41 —36
1981 )
March 37089 12924 24165 —221.3  —728.3 13121 —48 —38 —37
April 36831 11205 24626 —2727 —6893 160756 —49 —49 —4.4
May 3639.6 13456 22040 —2880  —8951 12126  —82 —82 —6.9
June 35361 14648 2071.3 —400.1 —872.8 7608 —7.6 —65 —b55
July 34818 1609.9 18719 —352.4  —883.7 686.1 —56 —50 —39
Aug. 3637.9 14936 21444 —4732 —1171.7 4246  —6.3 —57 52
Sept. 50122 19050 3107.2 —5460 —2030.9 3809  —41 —46 —44
Oct. 47766 18475 29291 —7234 —18127 3017  —22 —22 —25
Nov. 52676 17885 3479.2 —698.6 —2424.4 2917  —08 —07 —0.7
Dec. 51830 16198 35632 —581.0 —2346.3 5835 01 03 —01
1982
Jan. 49842 15812 34029 -—666.0 —22429 607.4  —13 —07 —10
Feb. 50540 16664 33876 6600 —2081.1 666.8  —2.6 —2.3 —24
March 5596.8 16935 39033 —6221 —22621 12924 —13 —16 —1.7
April 59364 1596.8 43396 —671.8 —2879.4 6665 —1.9 —1.9 —20
May 60351 19500 40851 —4864 29536 569.9 —13 —11 —11
June 59420 17034 42388 -—7045 —2797.7 637.3 —17 —17 —16
July 57815 16632 41283 —871.0 -—3004.6 322.1 —06 —09 —13
Aug. 70451 1679.3 53658 —8544 41145 309.8 2.4 1.8 1.0
Sept. 66186 22824 43361 —711.3 —3947.8 —306.9 26 26 23
See explanations on page 24,

MILL.MK] v
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FOREIGN EXCHANGE RATES

Period

Average selling rates forforeignexchange, mk

New York Montreal London  'Dublin  Stockholm Oslo Copenhagen Frankfurt "Amsterdam Brusseis
1US $ C3 1£ 1 1rf 100 Skr 100 Nkr 100 Dkr 100 DM 100 Hfl 100 FB
uso CAD GBP IEP SEK NOK DKK DEM NLG BEC BEL
1 2 3 4 5 7 8 9 10 1

1975 3.679 3.618 8.1bb 88.80 70.69 64.21 149.80 145673 10.033 9.764
1976 3.864 3.922 6,983 88.86 7095 64.04 15378 146.42 10.030 9.812
1977 4.029 3.791 7.042 90.21 75.83 67.23 174.15 164569 11.277 11.267
1978 4117 3617 7.917 91.43 7893 7506 20553 190.77 13.152 12.959
1979 3.896 3.330 8.276 9112 7722 74.38 21275 19443 13.338 12.979
1980 3.730 3194 8691 7.680 8843 76.81 6663 20558 188.02 12.818 12.635
1981 4315 3.602 8.731 6.976 86.74 75,64 60.96 191.31 173.43 11.688 11.095
1981

Aug. 4629 3787 8445 6792 87.68 7524 5923 18536 167.01 11.381 10.5663
Sept. 4504 3756 8.197 6.988 8348 7579 61.25 191.31 172561 11.729 10.762
Oct. 4424 3682 8173 7.009 8019 7519 61.61 19684 178.23 11.830 10.803
Nov. 4354 3.667 8.301 6.959 7970 7518 6111 19591 17869 11.714 10.648
Dec. 4375 3.697 8368 6.909 79.24 7596 6007 19401 17721 11.498 10.268
1982

Jan. 4409 3701 8.339 6824 7884 7655 59.24 19269 175.83 11.361 10.214
Feb. 4515 3726 8.3b2 6.739 7849 7576 58.02 191.07 17423 11.024 10.014
March 4574 3761 8275 6.761 78561 76.01 5701 19248 17493 10.334 9.346
April 4613 3772 8179 6.676 7812 7594 5666 19274 17374 10.214 9.228
May | 4612 3664 8180 6.767 7812 7572 5760 19556 176.06 10.361 9.477
June 4.678 3.681 8237 6.669 7788 7576 56.23 19317 17476 10.164 9.271
July 4736 3729 8.224 6.624 7756 7465 5557 19236 17414 10.086 9.376
Aug. 4757 3824 8.225 6.618 7760 71.36 5520 192.25 174.70 10.050 9.507
Sept. 4806 3.897 8.247 6595 77.34 69.80 5473 192.36 175.57 9.993 9.602
Oct. 4.362 19450 10.952 10.472

5.368

9.104

7.223 7518 74.80 60.21 21211

PER
CENT

10

_10 —
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Average selling rates forforeignexchange mk

Currency
Zuich  Pas  Rome  Vienna  Lisbon  Reykiavik Madid  Tokvo  Moscow  gomers 1974 = 100
100 Sfr 00 FF 100 Lit 100 OS 100 Esc 100 tkr 100 Ptas 100Y 1 Cl Rbl right
CHF FRF L ATS PTE SK ESP JPY SUR SBR
12 13 14 156 16 17 18 19 20 21 22
142.64 8600 0566 2118 1452 243 643 1244 5093  4.45230 101.1
15486 81.09 0468 2159 1289 214 580 1.307 51256  4.45099 99.9
168.70 8216 0.459 2447 10656 204 537 1512 5475  4.69556 106.1
23183 9177 0489 2845 956 157 542 1.983 6.037 5.13633 117.2
234.36 91.88 0473 2918 813 114 584 1797 5941 501678 117.3
222.87 8865 0440 2890 7.60 081 525 1.662 5741  4.84255 1136
22034 7992 0.385 2717 717 60.35 472 1967 5986  5.07140 118.1
21877 7777 0377 2642 711 61.06 467 1992 6078 518500 113.1
22242 80.18 0384 27.26  7.04 5814 473 1972 6127 513941 113.1
23486 79.05 0.376 2811 702 5781 466 1922 6.165 509412 113.1
24406 77.98 0371 2794 693 655056 461 1959 6188 506532 1131
24126 7696 0367 2767 687 53.60 456 2010  6.207  5.08306 113.1
239.40 76.09 0.364 2752 679 5006 453 1974 6215 507463 113.1
239.02 7525 0.358 27.27 658 47.75 450 1.922 6265  6.106 00 113.1
24270 7470 0365 27.43 653 4594 440  1.904  6.307 512923 1131
236.81 7409 0351 27.45 642 4499 437 1.896 6.378  6.13880 113.1
23186 75.17 0.353 27.79  6.44 42.99 439 1910 6.353 610778 113.1
22593 71.66  0.347 27.44  6.07 4220 431 1870 6.397 514787 113.1
22629 69.30 0.344 27.36  5.66 40.60 _ 4.26  1.862  6.4568 515048 113.1
226.156  68.97 0.344 2738 559 36.89  4.26 1844 6498 516027 1131
226.33  68.26  0.343 2740 553 3351  4.27 1834 6522 5.17944 1131
24728 7517 0374 3021 602 3548 467 1083 7219 572437 122.8
INDE X
MOVEMENTS OF THE MOST IMPORTANT CURRENCIES AGAINST THE FIM 1974 = 100
160
40 o, DEM —_— ’J_
R et
120 T sevste SUR “m“m:‘,Avuso
o ALY (Y FiIM R
100 T T ¥
e T ndhr Rt
80
go Lt LIttt bbb b et bt
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DEPOSITS BY THE PUBLIC Mill. mk
Demand deposits Time deposits
End of Savings 1‘40:3!
\r/:g;t%nd Commer-  banks & Posti- All . Commercial Savings Co-op. Posti- All (4+9)
cial banks Co-op. pankki deposit banks banks banks pankki deposit
banks banks banks
1 2 3 4 5 8 7 8 9 10
_1 978 3887 1676 20562 7 615 17035 14641 11 286 4900 47862 b5 477
1979 4697 2265 2714 9 666 19794 17177 13348 5599 55918 65 584
1980 5 459 2285 2631 10276 22 591 20009 159560 6366 64905 75180
1981 5791 2879 2952 11622 26094 22937 185698 7448 75077 86 699
1981
April 4562 2189 3366 10107 23119 208561 16673 6732 67375 77 482
_l_\/lay 4334 2 391 3035 9760 23800 21177 16919 6769 68665 78 425
_June 5424 2434 2956 10814 23803 21461 17 094 6863 69211 80025
__.rluly 4728 2577 3102 10407 24316 21818 17485 6957 70576 80983
Aug. 5076 2716 3194 10986 24554 22012 17596 7053 71216 82201
Sept. 5070 2 804 3226 11100 24239 22066 17723 7058 71076 82176
_pct. 4964 2 689 3245 10898 24706 22221 17749 7060 71736 82634
Nov. 5386 2689 31156 11190 24732 22280 17892 7080 71984 83174
Dec. 5791 2879 2952 11622 26094 22937 18598 7448 75077 86 699
1982*
_Jan. 5103 2641 3734 11478 26143 24721 18 870 7651 77385 88 863
_Feb. 4614 2544 3527 10685 26472 23673 19275 7779 77199 87 884
._l_\_/larch 5156 2617 3443 11216 26 601 23537 19176 7604 76918 88134
April 5098 2768 4023 11889 27175 23891 19511 7678 782556 90 144
_May 5528 2933 3593 12064 27129 24095 19700 7 961 78 885 90939
June 5992 3208 3786 12986 27406 24403 19858 8057 79724 92710
July 5573 3252 3668 12493 27395 24709 20058 8096 80258 92 751
PER
CENT CHANGE FROM CORRESPONDING MONTH OF PREVIOUS YEAR
TIME DEPOSITS
ﬂn.,o".un.,' P, Ol T LT
L g ..;—.7“"—1—"11 3 %
M1 A
5 VA
ol L LA L ULV P bbb L TP PPy
1979 1980 1981 1982

10



ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk

Advances granted by Types of advances Money Supply
End of Total -
year and Loans & Domestic (1 to 4)
month Commercial Savings Co-op. Posti- bills in  Cheque cteditsin  (5to7) M, +Quasi-

banks banks banks pankki domestic  credits foreign M, Money
currency currency
1 2 3 4 5 ] 7 8 9 10

1978 26324 14092 12181 6847 52517 1723 5204 59 444 11496 60682
1979 29844 16535 14258 8299 60971 19656 6010 68 936 14087 711567
1980 35994 19097 16760 9973 70466 2347 9011 81824 14979 81601
1981 40462 22009 20059 111356 80817 2877 997 93 665 17186 94577
1981
April 37444 19751 17421 10120 73015 2884 8837 84736 14852 84105
May 38034 20004 17704 10149 73769 2912 9210 85 891 14634 85186
June 38641 20278 18039 10502 74629 3044 9687 87 360 15763 87304
July 38494 20570 18358 10876 75599 2940 9759 88298 15465 88405
Aug. 39011 20845 18686 10474 76295 2948 9773 89016 168566 89507
Sept. 39326 21199 19079 10773 77556 3128 9692 90 376 16045 89787
Oct. 40172 21466 19363 10797 78871 3168 9759 91798 16876 90234
Nov. 41040 21732 19730 11129 80208 3495 9928 93631 16128 90514
Dec. 40462 22009 20059 11135 80817 2877 9971 93665 17186 94577
1982*
Jan, 40501 22278 20279 11064 81630 3140 9 352 94122 17114 95468
Feb. 40908 22451 20436 10966 82174 3483 9104 94 761 16205 95993
March 41214 22698 20636 10761 82807 3762 8740 95 309 163563 95919
April 41818 22974 20916 10835 83816 3821 8906 96 543 17340 98004
May 426256 23297 21293 10906 85078 3851 9190 98120 17615 98886
June 42925 23586 21628 11125 86150 3548 9566 99 264 18664 100998
July 43078 23861 21935 11290 86835 3763 9566 100164 18339 101 351

PER
CENT CHANGE FROM CORRESPONDING MONTH OF PREVIOUS YEAR
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STATE FINANCES Mill. mk
Jan.-Aug. Jan.-Aug.
Revenue o Expenditure —————e
1981 1982 1981 1982
Income and wealth tax (net) 10489 10074 Wages, salaries, pensions etc. 6 047 6 955
Gross receipts (27 255) (28042) Repair and maintenance 802 853
Refunds & local authorities (-16766) (-17 968)  Other consumption expenditure 3467 4184
Other taxes on income and Total consumption expenditure 10316 11992
wealth 168 217 State aid to local authorities 7628 8722
Employers” child allowance State aid to industries 5 341 6 250
payments 57 L of which: agric. price subsidies (2 379) (2766)
Sales tax - - 9022 9954 Child allowances 1227 1311
Customs duties ar?d import Share in national pensions and
cf)arges .and levies 938 1095 sickness insurance schemes 362 558
Excise duties 6365 7318 “Other transfer expenditure 4550 5354
Excise duty on alcoholic : -
beverages 1 949 2153 Total -transfer experfdlture 19108 22195
Excise duty on tobacco 755 886 MachmerY and equlapn.'nent 1047 1087
Excise duty on liquid fuel 1938 2257 Constsuction of buildings . 478 524
Other excise duties 1723 2017 Land and waterway construction 1243 1389
Tax on autom. and motor-cycles 11156 1291  Total real investment 2768 3000
Stamp duties 757 899  Interest on State debt 941 1516
Special diesel etc. vehicles tax 130 146  Net deficit of State enterprises 41 104
Other taxes and similar revenue 781 886  Other expenditure 23 15
Total taxes 29822 31876 Total other expenditure 1005 1635
Miscellaneous revenue 2145 2507 Increase in inventories —155 —357
Interest, dividends etc. 717 1106 Lending 2102 2466
Redemptions of loans granted 572 636  Other financial investment 328 384
Total revenue 33256 36125 Total expenditure 35472 41316
Foreign borrowing 15613 2833 Redemption of foreign loans 237 521
Domestic borrowing 1677 2740 Redemption of domestic loans 1077 1565656
Total borrowing 3090 5573 Total redemptions 1314 2076
Deficit {(+) or surplus (—) 440 1693
Total 36786 43391 Total 36786 43391
1979 1980 19811 1982
State debt — —_—
Dec. Dec. Dec. June Aug. Sept.
Foreign debt 8964 10 341 13331 16 441 15893 16 331
Long-term debt 6 051 7 585 8762 9390 9826 9955
Short-term credit 174 40 9 37 59 62
Domestic debt 6225 7 625 8771 9427 9885 10017
Total State debt 15189 17 966 22102 24 868 25778 26 348
Total debt mill. $ 4061 4642 5052 5316 5419 5482

1 Since Decembear 1981 State debt has been expressed in gross terms. As a result cash assets are no longer deducted from domestic
debt; foreign debt is unaffected by the change. The short-term debt of the State Granary is excluded from the figures.
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FOREIGN TRADE Mill. mk

Value, mill. mk Indices o1fgeé<0pc:t1so%nd imports
Pariod Surplus of Period Volume Unit value
T "R ot Trage !
() Exports Imports Exports Imports
1976 24 505 28 655 —4 050 1976 71 86 65 57 114
1977 30931 30708 +223 1977 78 79 75 67 113
1978 36 206 32 338 +2 868 1978 84 75 80 74 108
1979 43430 44 222 —792 1979 92 89 90 86 105
1980 52795 58 250 —b5 456 1980 100 100 100 100 100
1981 60 308 61269 —961 1981 103 94 111 112 99
1981
Oct. 5626 5217 +409
Nov. 5 645 5 5604 +141 1980
Dec. 4944 5712 —768 Apr.-June 95 96 99 100 99
July-Sept. 97 107 100 100 100
Oct.-Dec. 107 101 104 102 102
1982* .
Jan, 5 330 5004 +326
Feb 5472 4786 +686
March 5297 4983 +314 1981
April 5079 5379 —300 Jan.-March 102 84 107 110 97
May 5118 4918 +200 Apr.-June 106 95 110 113 98
June 5417 4982 +435 July-Sept. 95 94 113 115 99
July 4285 4 851 —b566 Oct.-Dec. 108 100 114 113 100
Aug. 4264 5 460 —1196
Jan.-Aug. 1982+
1981 38996 39554 —558 Jan-March 106 88 114 116 99
1982* 40 262 40 363 —101 Apr.-June 103 92 115 114 101
INDEX MILL. MK
UNIT VALUE INDICES 1980=100 SEASONALLY ADJUSTED AT 1980 PRICES
140 15000 orar IMPORTS.;'.A“‘
120 WPORTS CIF, - 14000 ij ‘ %, :. o
] & o
10 | EXPORTS E=.o.B. 000 ‘.-ﬂi \Y4
80 | ese™ 1 | 12000 / N
TERMS OF TRADE ; TOTAL EXPORTS
100 A’?AN___, 11000 '
goll L L+ 1 11 Lt 1 L 11 olL 1! g L1 L1
1979 1980 1981 1982 1979 1980 1981 1982
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FOREIGN TRADE BY MAIN GROUPS Mill. mk
Exports, f.o.b, Imports, c.i.f.

Period cagﬂ;“" . Wood , Paper '\gi%tea;}igrg‘- Other msﬁm’als Fuels and Fim Other
aggrr?;:\yer ;;?gc‘ijzgt\; ;I)rr‘ggtsxgtvs ,‘,';g,‘,‘jgt‘; goods pr:gucer lubricants investment Consumer goods
products goods goods goods

1976 804 2892 7 860 6 891 6 058 17 828 1581 4966 4103 77

1977 1087 3854 8798 9184 8 008 19128 2 066 4828 4603 83

1978 966 4641 10 402 9593 9 604 20431 2224 4 801 4830 52

1979 1366 6073 12992 10342 12 657 28 878 3401 5719 6133 N

1980 1403 7742 15761 11548 16 353 38 622 4088 7 989 7440 11

1981 2036 68562 17127 14858 19435 39156 5115 8877 8015 106

1981

Oct. 82 574 1589 15611 1870 3223 454 777 759 4

Nov. 70 579 1514 1513 1969 3614 474 705 707 4

Dec. 325 538 1400 1217 1464 3818 426 825 632 11

1982*

Jan, 60 460 1546 1427 1837 3163 224 901 631 5

Feb. 362 457 1438 1398 1827 3089 267 648 778 3

March 356 461 1622 1240 1618 3190 231 736 823 3

April 57 569 1453 1266 1734 3492 265 777 843 2

May 220 536 1469 1280 1613 3249 272 696 682 19

June 80 583 1446 1789 1619 3229 469 640 638 6

July 45 421 1293 1571 965 3043 457 713 611 27

Aug 58 481 1398 1029 1288 3580 499 627 728 26

Jan.-Aug.

1981 1456 4625 11064 9589 12262 25046 3200 5982 5243 83

1982* 1228 3968 11665 11000 12 401 26025 2684 5828 5735 91

MILLMK MILLMK
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
6000 2500
5000 - 2000
OIS FOB. & § BILATERAL IMPORTS C.F.
4000 Fy 1500 7
oy ?i%‘ - 'ai i

000 MULTILATERAL IMPORTS G.LF 1o ~"""".:' {F

2000 ¥ 500‘ .. ——

3 L BILATERAL EXPORTS F.0.B.
0 IR 0 L D

1979

1980

1981

1982

1979

1980

1981

1982
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FOREIGN TRADE BY COUNTRIES

Mill. mk

Area and country

Exports, f.o.b.

Imports, cif.

January—August

January—August

1981* 1982* 1981°* 1982*
% Mill. mk % Mifl. mk % Mill. mk % Mill. mk
OECD countries in Europe 66.5 22039 55.6 22388 50.4 19949 53.2 21468
Austria 0.6 219 07 269 12 464 13 631
Belgium and Luxembourg 1.3 526 1.4 570 1.7 679 1.8 711
Denmark 3.2 1236 40 1621 22 878 23 939
France 40 1579 42 1682 3.3 1319 34 1359
Federal Republic of Germany 9.4 3662 95 3843 120 4743 134 5412
Italy 1.9 743 20 793 24 935 27 1110
Netherlands 36 1385 31 1246 26 1048 27 1072
Norway 44 1729 41 1646 26 1017 21 853
Portugal 0.3 100 0.2 93 05 197 06 255
Spain 0.8 302 08 321 06 224 07 268
Sweden 130 5087 120 4825 10.9 4296 126 5083
Switzerland 14 565 14 553 17 658 17 693
United Kingdom 10.8 4194 105 4220 82 3240 7.4 2980
Other 18 712 17 706 05 251 06 232
OECD countries outside Europe 5.9 2288 58 2336 124 4898 11.8 4743
Canada 0.7 261 08 331 06 258 09 347
Japan 0.8 310 1.2 485 38 1500 41 1651
United States 35 1381 2.8 1109 7.7 3036 6.5 2618
Other 0.9 336 10 411 03 104 03 127
CMEA countries 26.4 10299 287 11562 270 10674 264 10654
Czechoslovakia 0.3 95 0.4 164 0.6 251 0.6 236
German Democratic Republic 0.6 248 0.5 214 0.6 250 0.6 256
Poland 0.1 57 0.1 56 15 590 15 617
Soviet Union 247 9611  26.4 10637 232 9177 227 9187
Other 0.7 288 1.3 501 1.1 406 10 388
Latin America 2.3 904 1.1 459 20 799 2.4 984
Argentina 0.4 158 01 60 0.2 57 0.2 69
Brazil 0.3 114 03 122 06 246 08 320
Colombia 0.1 47 0.1 49 04 173 05 222
Other 15 585 06 228 08 323 09 373
Other 8.9 3466 8.8 3517 82 3234 6.2 2514
GRAND TOTAL 100.0 38996 100.0 40262 100.0 39554 100.0 40363
of which
EFTA countries 19.9 7747 185 7447 169 6697 184 7443
EEC countries 355 13858  36.1 14520 329 13025 341 13768
624 24327 614 24724 62.8 24847 649 26211

_(__)ECD countries
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BALANCE OF PAYMENTS

. Visible Visible Visible  7ransport, Travel, Other vg:ivt}:oibalgd lrr‘r:,ee::- regjri\t-ed Other, Current

Period exports  imports trade net net  SONVICEs.  ¢rade income tansfers net  account
f.0.b. c.if. account account net net

1978 35068 32600 +2468 +2024 +141 +803 +5436 —2713 =211 +94 +2606
1979 43302 44430 -—-1128 +3010 +167 +359 +2398 —2840 —430 +111 —761
1980 52860 5683156 5465 +3064 +320 +587 —1484 —3308 —454 +91 —51565
1981* 60254 61690 —1436 +3356 +406 +1055 +3381 —4400 —447 +149 —1317
1979
Jan.-March 9683 9168 +516 +662 —112 +318 +1373 —666 —204 +24 +537
Apr-June 10847 10193 +654 +745 +13 —71 +1341 —963 —91-  +2b +312
July-Sept. 10210 11573 -1 363 +792 +251 +76 —244 —87 —51 +33 —933
Oct.-Dec. 12562 13496 —934 +821 +b +36 —72 —5560 —84 +29 —877
1980
Jan.-March 12788 13608 -—820 +878 —103 +338 +293 —787 —169 —5 —668
Apr-June 12470 14029 —1559 +567 +80 +83 —829 —723 —100 +656 —1 697
July-Sept. 12864 15643 —2779 +865 +298 +100—1526 —7656 —102 +34 —2 359
Oct.-Dec. 14738 15035 —297 +764 +45 +66 +578 —1033 —83 +7 —531
1981*
Jan.-March14 468 13622 +846 +879 —87 +92 +1730 —993 —117 +10 +630
Apr-June 15487 15804 -317 +822 +78 —163 +420 —1 260 —114 +57 —897
July-Sept. 14099 15738 —1639 +864 +443 +4056 +73 —1031 — 96 +61 —993
Oct-Dec. 16200 16526 —326 +791 —28 +721 +1168 —1 116 —120 +21 —b7
1982*
Jan-March16 000 14892 +1108 +935 —1568 +374 +2259 —1104 -—213 —2 +940
Apr-June 15697 15393 +204 +988 —98 +211 +1305 —1633 —191 +61

—458

MILL. MK

2000

SEASONALLY ADJUSTED QUARTERLY FIGURES

1000
o H& 3
-1000

~2000

~-3000

-4000 '

#) vISIBLE TRADE ACGOUNT
| EH VISIBLE AND INVISIBLE TRADE ACCOUNT

mws CURRENT ACCOUNT

1979

1980

1982
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Mill. mk

Short-

Short-

Miscella-

Miscella- Current  term term Short- neous, Over-all

Drawings  Amortiza- Long- neous Long- and import  export term | short-term sd“arf':::?: ;B:ianr;:n%f

o oS G lrglem e e, ond oeds gl Ll ST GG
loans loans credits,  jioms, account  capital prepay- prepay- authorized grors’ and re@serve exchange
net net? account ments, ments, banks, omis- ~ MOve-  [eserves

net net net siong2 ments

+9007 —5743 —774 —2256 +2265 +4871 +130 —2188 —703 +479 +2589 —2589
+6230 —4843 —b41 —337 +609 —262 +831 —834 +1211 —834 +122 —122
+5183 —4140 —433 —428 +182 —4973 +3255 —967 +3930 —250 +995 —995
+8312 —4643 —b518 —826 +2326 +1008 —1040 +437 —406 +1 804 +1803 —1803
+2202 —1626 —8 —46 +622 +10569 —19 —63 +819 —564° +1232 —1 232
+1267 —14563 —218 —174 —b78 —266 +39 —62 +1966 +423 +2100 —2100
+1258 —892 —336 +70 +100 —833 +422 —364 —1100 +880 —985 +985
+15603 —872 +21 —187 +465 —212 +389 —3565 —474 —1573 —2225 +2225
+2108 —1 113 —171 —65 +759 +91 +302 —31 +518 —7973 +83 —83
+1076 —997 —39 —86 —46 —1643 +1498 —32 +1666 —1584 —95 +95
+1126 —913 —36 —146 +31 —2328 +711 —452 +1189 +934 +54 —54
+873 —1117 —187 —131 —b62 —1093 +744 —4b2 +557 +1197 +953 —9563
+1404 —95b —227 —235 —13 +617 —473 +789 —163 —4613 +309 —309
+1948 —1213 +11 —233 +513 —384 +867 +790 —21 —822 +430 —430
+1932 —797 —91 200 +844 —149 +95 —571 —822 +2034 +587 —b87
+3028 —1678 —211 —1568 +981 +924 —1529 —571 +600 +1 053 +477 —A77
+3637 ~—-806 —114 —166 +2551 +3491 —974 +278 —1509 +26 +1312 —1 312
+2332 —15655 —60 —320 +397 —61 —60  +169 +5b6 —b59 +45 —45

Assets: increase —, decrease +. Liabilities: increase +, decrease —

! Including direct investment, net.

2 Reserve movements of other foreign exchange hoiders have been transferred to the short-term capital account. The short-term capital
of the authorized banks is shown separately. . .
3 {ncluding allocations of special drawing rights: 139 million in 1979, 133 million in 1980 and 131 million in 1981.

MILL. MK
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~2000

~-3000
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FINLAND'S FOREIGN ASSETS AND LIABILITIES

Long-term assets Long-term liabilities
N
e Sha tngiterm
h i i ial | i Total
ment GOt investment Ot (1%08) | loams.  credts investment Other  (5eog)  (9—4)
1 2 3 4 5 6 7 8 9 10
1978 2978 18560 956 5784 27716 5612 1885 231 36444 29660
1979 3389 2324 983 6 696 28194 4898 1979 300 35371 28675
1980 3872 2806 10561 7729 29730 4377 2075 340 365622 28793
1981* 4673 3426 1317 9416 35536 4444 2183 391 42554 33138
1979
June 3179 2089 1029 6 297 27763 5172 1923 226 35084 28787
Sept. 3419 2226 1066 6711 27724 4 956 1930 232 34842 28131
Dec. 3389 2324 983 6 696 28194 4 898 1979 300 36371 28675
1980
March 3625 2 456 932 7013 29122 4692 197 288 36073 29060
June 3534 2539 967 7040 28887 4517 1990 268 35662 28622
Sept. 3694 2649 972 7215 29 251 4482 2029 278 36040 28825
Dec. 3872 2806 10561 7729 29730 4377 2075 340 36522 28793
1981°*
March 4254 2945 1229 8428 30523 4 455 2138 442 37558 29130
June 4473 3161 1278 8912 32814 4 467 2180 406 39867 309556
Sept. 4559 3329 1282 9170 34414 4377 2168 392 41351 32181
Dec. 4673 3426 1317 9416 355636 4444 2183 391 42554 33138
1982*
March 4960 3616 1415 9991 38669 4623 2263 709 46264 36273
June 5361 3741 1471 10573 39847 4 456 2313 696 47 312 36739

See explanations on page 24.

MILL.MK
CENT | | ONG-TERM CREDITS BY SEGTOR LONG-TERM CREDITS
LOCAL AUTHORITIES 4000
100 o i TR ——NET DRAWINGS
—
L DRAWINGS
80 2000 - i
60 o N ™
40
/ 2000 REDEMPTIONS
20 ///7/// ////‘z// . //
%//// B RN N N
1979 1980 1981 1982 1979 1980 1981 1982
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Mill. mk

Short-term assets

Short-term liabilities

: ; Net N Deb Of which
ﬁgrﬁrllg"azgg ﬁ:rt\'llgrﬁg short-term Iiabi?ittiaa ser\?icte. amortization

Bank of other. Cor- Total Bank other Cor- Total liabilities (10+19) flow payments,

Finland  foreign  POf8te (11¢013) _ O foreign  Porfate (15¢017) (18—14) flow

exchange Sector Finland gxchange 8ector
holders holders
11 12 13 14 15 16 17 18 19 20 21 22

6 545 4731 8698 19974 1478 6379 7309 15166 —4808 248562 6623 3769

7918 6579 9970 24467 2340 9333 7816 19489 —4978 23697 6457 3472

9 895 9560 12532 31987 3089 16240 11849 31178 —809 27984 6716 3274
11362 13732 14176 39270 2427 20218 13565 36210 —3060 30078 7971 3494

9871 4053 9131 23055 1604 8404 7476 17484 —b5571 23216 2085 1082

8 601 4205 9508 22314 1579 7620 7808 17007 —b5307 22824 1315 604

7918 6579 9970 24467 2340 9333 7816 19489 —4978 23697 1087 502

8708 6936 10224 25868 3113 10179 7866 21157 —4711 24349 1756 937

9279 7133 10509 26921 3727 11970 95645 25242 —1679 26943 1518 730

9 250 7478 11469 28197 3605 13539 10567 27711 —486 28 339 1554 761

9895 9560 12532 31987 3089 16240 11849 31178 —809 27984 1888 846

9701 10149 12357 32207 2680 16543 12409 31632 5756 285655 1744 732
10126 11464 12299 33888 2437 18080 14102 34619 731 31686 2178 897
10817 12627 131562 36596 2403 18487 14690 35580 —1016 31165 1646 595
11362 13732 14176 39270 2427 20218 135656 36210 —3060 30078 2403 1270
12796 13597 13950 40342 3074 18592 12418 34084 —6258 30015 1783 600
12846 14301 13860 40997 3077 19341 12736 35154 —5843 30896 2658 994

PER %
OFc:I:‘: i NET FOREIGN LIABILITIES | 16l DEBT SERVICE RATIO |
NET LONG-TERM LIABILITIES
25l NET SHORT-TERM LIABILITIES/ASSETS |_| 1l % A PMEATMENTS 1

= NET LIABILITIES

V3
:«'/ X II

Vv
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PRICE INDICES

Basic price index for domestic supply 1975=100

Origin Purpose 980 =100

Wholesale
Period Ipn';;‘;?( T Wages

1949 = 100 otal Domestic  Imported Raw  Consumer Investment in Building

goods goods materials goods goods Total  pyilding materials
trade
1979 N 138.0 1356.0 148.7 133.1 150.7 139.2
1980 919 160.7 156.6 175.0 160.1 167.7 155.9 100.0 100.0 100.0
1981 1044 182.4 178.6 196.0 185.3 185.3 173.3 1101 109.6 1100
1982
Jan. 1095 191.4 189.3 198.7 1956.3 194.2 179.8 113.9 113.0  113.8
Feb. 1103 192.8 190.7 200.2 196.8 195.4 181.1 1141 113.0 1140
March 1103 192.8 192.0 195.7 195.4 198.0 182.2 116.7 1168 115.0
April 1106 193.3 192.5 195.9 194.7 200.3 184.0 116.8 1171 1164
May 1110 193.9 1934 195.7 194.8 201.2 185.9 117.0 1161 117.0
June 1120 195.6 194.4 199.9 197.5 201.9 186.1 1176 1161 1176
July 1120 195.8 194.4 200.7 196.8 203.7 186.8 1174 1161 117.7
Aug. 1118 195.4 1941 200.2 195.6 204.3 187.7 1181 1161  118.6
Sept. 1124 196.4 194.9 201.6 196.5 205.6 188.6 118.6 116.1 119.2
Consumer prices 1977 =100
Perioa Beverages Clothing Heating Hr?glf!e. H::Lt h Tra:r?dport Education g:gg;
Totel Food and and Rent _and g9oods  adical communi-  @nd. and
tobacco  footwear lighting and sarvices cation recreation  gonicas
services

1979 115.9 108.8 129.4 116.3 1131 1144 1144 12441 120.2 116.6 118.4
1980 129.3 122.8 140.9 131.9 1224 1411 1274 1376 136.4 1234 132.6
1981 144.8 138.9 157.4 146.6 1404 168.1 138.0 150.1 148.9 136.3 150.8
1982
Jan. 152.4 146.2 1764 148.4 147.2 1816 1423 1594 165.7 141.6 168.8
Feb. 163.1 147.5 1764  1561.1 147.2 1827 1429 161.2 166.2 141.8 159.5
March 1556.0 1524 176.5 152.9 148,56 1833 1434 163.0 167.8 141.8 160.6
April 166.1 165.3 176.b 154.8 1486 1782 1455 163.1 156.6 144.8 164.0
May 158.6 156.7 176.5 1556.3 1569.2 1784 146.0 1656.5 157.9 145.4 164.8
June 158.9 157.3 176.4 156.0 159.2 1784 1464 1671 157.6 145.8 164.9
July 160.1 161.1 1765 1547 159.2 1784 148.7 167.1 168.9  146.1 166.1
Aug. 169.7 1567.6 176.4 156.2 159.2 1788 148.3 166.3 158.5 148.2 167.7
Sept. 160.1 158.0 176.6 1694 1583 1794 1488 166.3 158.8 149.0 167.9
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WAGES

Period

Index of wage and salary earnings 19756 =100

By industries

By institutional sectors

: . All All All
Wage earners in Employ- State Miggllc- E(;gglfi.)r\{- salary wage employ-

Agri- Con- aes in employ- emmioy-  private earners  earners oes

culture  Industry  geryction services ees ees sector
1980 179.3 1704 146.3 166.0 161.9 156.8 'i69.8 166.3 167.56 166.8
1981* 201.3 1924 165.6 186.1 182.2 174.9 191.8 187.4 188.7 188.0
1981*
Apr.-June 19956 1943 163.7 1856.1 182.0 1741 192.0 186.9 189.2 188.0
July-Sept. 201.0 1937 166.9 187.7 183.6 175.8 193.9 189.3 190.5 189.9
Oct.-Dec. 210.9 19856 173.6 192.3 186.7 179.3 198.5 193.5 195.8 1941
1982*
Jan-March  215.3 206.9 176.7 196.7 191.9 183.9 203.7 197.9 200.6 199.2
Apr.-June 2240 2147 180.3 2056.5 199.9 192.9 211.4 206.0 208.2 207.1
PRODUCTION

Volume indices of production 1975 =100

Period Gross  Indus- . Construc- Land and - Transport Public

domestic trial Agri- For- tion of Waterway andcom-  Commerce sector Others

product  Pro- culture  estry  pyildings cORStuc-  munica- services

duction tion tion

1980°*
Apr.-June 114 126 84 146 79 91 112 104 123 117
July-Sept. 117 116 193 96 111 90 123 107 1256 114
Oct.-Dec. 126 136 83 168 121 92 131 114 127 120
1981*
Jan.-March 114 130 73 143 79 89 111 95 128 116
Apr.-June 118 132 89 155 76 93 119 107 128 122
July-Sept. 116 119 157 80 100 91 124 108 130 117
Oct.-Dec. 128 141 78 149 122 97 134 116 132 124
1982*
Jan.-March 114 129 69 136 74 88 113 96 133 119
Apr.-June 119 131 79 138 73 92 122 108 133 125
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PRODUCTION

Index of industrial production 1975 =100

Special indices ot manufacturing

Pariod c'llj'o::ld
Invest- Consumer Other _ adjuste
Total  ment “goods POMMCT  £ioy  wood  Paper  Chemical motalic Metal  seasgnal
goods g industry industry industry industries mineral industry varla-
industry tions
1978 107.0 86.6 108.1 111.9 1039 130.3 118.2 109.6 93.5 99.6 108.2
1979 118.3 93.7 113.7 127.0 1108 1566.6 1340 1237 1023 1103 119.0
1980 1275 1050 1229 135.7 117.2 1706 1426 1353 1176 1233 127.8 )
1981°* 131.6 1159 1271 138.0 1233 1548 1444 1442 1178 1316 131.9
1981*
July 90.3 61.8 82.5 101.8 115.6 70.6 148.6 1022 80.3 69.1 132.7
Aug. 132.3 1149 1278 139.2 1208 143.8 1588 1549 11566 126.6 136.1
Sept. 141.3 130.3 1347 147.4 1338 172.9 1464 1504 1309 147.2 132.5
Oct. 146.1 1309 1425 152.0 149.0 166.7 158.9 146.2 1274 1473 132.5
Nov. 139.1 1264 135.6 144.3 1385 151.9 15620 1325 120.7 1444 128.4
Dec. 1344 1328 1327 1356.6 125.8 1331 130.7 1244 1089 146.3 1321 _
1982*
_Jan. 130.7 1158 125.6 137.3 108.1 120.6 1458 134.8 98.2 1345 130.1
Feb. 1266 117.3 1199 1305 1009 128.2 1352 129.6 96.5 1335 1285
March 1429 1286 136.9 149.7 1228 167.3 1604 15657 118.0 1474 131.0
April 1280 1174 1235 133.0 1130 146.8 1206 1469 1098 136.2 130.4
May 135.8 1246 1275 142.8 1198 164.4 1396 1498 1175 1452 131.0
June 1346 1309 1231 141.0 1224 156.6 1249 1294 11941 144.6 139.5
July 88.0 50.6 75.9 104.0 108.8 56.5 137.1 81.1 71.6 55.0 134.0
Aug. 133.3 1074 1214 146.0 121.4 138.2 1473 1365 1285 1246 132.7
INDEX INDEX
INDEX OF INDUSTRIAL PRODUCTION 1875=100 INDEX OF INDUSTRIAL PRODUCTION 19875=100
220 |__SEASONALLY ADJUSTED MONTHLY FIGURES 180 SEASONALLY ADJUSTED MONTHLY FIGURES
swemm TOTAL INDUSTRY| i
200 |- s WOOD INDUSTRY 160
wesmse PAPER INDUSTRY
180 : 7 140
Az | CONSUMER ) A
160 et . . - 120 |_800DS b see®™ -
140 ks £ o, gZ’«M’ Y i Z ik
- CaY; A 100 &
e’ P, ¥~ INVESTMENT GOODS
120  a— 80
100 JUCCA LR L R LL g LE b e LLLegtyl 60 (TR RN RN RN NN AR R R A RN A AR NN ANAN
1979 1980 1981 1982 1979 1980 1981 1982
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE

Population Total Un- Unemploy-  Commercial Retail Whole-
Period o v;/§;l’(lng labouaégrce, Erqp(l)%ygd, err;p(l)tz)yoed, % I’c’:fe r;«t:;tm ftelmr?g; v;?l!x?rs\e \(:I?J,:\e
porsons persons porsons persons s G 197500 19752100
1978 3578 2253 2084 169 7.5 32 280r 110 120
1979 3593 2223 2134 139 6.1 44 020" 117 135
1980 3606 2 315 2203 12 4.8 47 840r 119 141
1981 3629 2 369 2244 125 5.3 44 3607 125 141
1981
Nov. 3642 2349 2223 126 54 3679 122 142
Dec. 3644 2337 2205 132 5.6 4370 160 169
1982*
Jan. 3648 2376 2204 172 7.2 3278 108 115
Feb. 3649 2378 2219 159 6.9 4260 107 126
March 3654 2336 2176 160 6.9 5781 120 148
April 3656 2363 2201 162 6.8 5243 125 142
May 3655 2406 2276 130 54 3564 125 142
June 36659 2674 2436 138 5.4 12682 131 144
July 3659 2586 2441 145 5.6 1167 136 123
Aug. 3659 2512 2 368 144 5.8 1383
CONSTRUCTION OF BUILDINGS?
Building permits granted Buildings completed Building-
- - works
Period Total Reiiiglen. Farm 'nd"u’.‘s‘gnal Public  Total Re:iiglen- Farm lnd:"s‘t’"al Public \::r:)?’e_r
buildings buildings business buildings buildings buildings business buildings struction
buildings buildings
Million cubic metres
1979 48.64 19.83 6.34 16.46 3.46 3830 17.49 439 1176 275 47.62
1980 50.63 2071 5.49 17.69 3.65 4211 18.04 482 1394 3.26 4957 )
1981* 4492 18.76 5.78 14.65 275 4108 17.20 439 1435 3.01 47.14
1981*
Jan.-March 7.25 3.07 0.94 2.31 0.46 8.65 3.82 0.58 3.06 0.80 44.44
Apr.-June 16.95 7.85 2.79 4.74 0.65 8.04 3.91 0.58 264 052 50.83 .
July-Sept. 1077 464 116 337 072 950 369 140 293 082 5371
Oct.-Dec. 9.96 3.20 0.89 423 0.92 14.89 5.78 1.83 572 0.87 4714
1982*
Jan.-March 8.63 3.16 1.27 3.01 0.69 6.80 3.1 0.69 245 027 46.13
Apr.-June 18.46 7.66 3.09 5.78 0.74 8.45 3.71 0.60 2.91 0.74

1 New series calculated by the Central Statistical Office.

50.72
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Public sector: Receivables = Government promissory
notes + Bonds + Total coinage + Other public sector receivables.
Liabilities = Cheque accounts + Counter-cyclical reserves + Coun-
teir-.cyclical deposits + Capital import deposits + Other public sector
claims,

Deposit cerificates are interest bearing, freely transferable, term
liabilities of the Bank of Finland. Their maturities range from one
week to one year.

Page 6. Domestic financial sector' Other liabilities, net = Capital
mport deposits + Other financial institution claims — Till-money
credits — Bonds — Other financial institution receivables.

Corporate sector: Permanent special financing schemes = Foreign
bills + Mew export bills + Financing of suppliers credits.
Liabilities, net = Deposits for investment and ship purchase +
Counter-cyclical withholdings + Capital import deposits + import
levy deposits + Export deposits + Other corporate claims — Bonds
— Other corporate receivables.

MONETARY POLICY INDICATORS

Page 6. All the figures except the Average lending rate of the
commercial banks are mean values of daily figures for the month
or year in question. The Average lending rate of the commercial
banks is the mean value of end of the month lending rates weighted
by credit outstanding.

Total central bank debt of the commercial banks = Discounted and
rediscounted bills (until 30. 6. 1979, subsequently the banks have
not been allowed to discount or rediscount bills) + net cheque
account receivables from the commercial banks + call money debt +
bond transactions with repurchase obligation — call money de-
posits by the commercial banks.

Actual central bank debt of the commercial banks = Total central
bank debt -~ Postipankki’s call money placements (or + Posti-
pankki’s call money overdrafts). Postipankki accounts for the bulk
of the supply of cali money from the deposit banks (supply of
call money, see column 4 on page b).

Credit quotas of the commercial banks at the Bank of Finland are
the sum of individual quotas specifying the amount each bank
eligible for central bank credit can borrow at the base rate.
Before July 1979, a progressively rising interest rate was charged
on credit in excess of the quota up to an absolute ceiling on quota-
related debt. From July 1979, no bank may exceed its quota on
average ovar the month. On any given day quota-related borrowing
may not exceed 1.3 times the quota. The interest on this borrowing
is the base rate.

Bank of Finland placements in the call money market = Demand
for call money by the deposit banks — Supply of call money by
the deposit banks. Average cost of the total central bank debt
of the commercial banks: Net costs paid to the Bank of Finland
by the commercial banks, as a percentage of their total central
bank debt, per annum.

FORWARD EXCHANGE MARKETS IN FINLAND

Page 7. The figures for columns 16 are calculated by the Bank
of Finland on the basis of monthly reports from the banks on their
outstanding forward exchange positions at the end of each month,
The figures for columns 7—9 are based on monthly averages of
daily representative quotations, as reported by the banks to the
Bank of Finland.

The banks’ foreign currency positions shown in the chart at the
bottom of bage 7 are monthly averages of daily spot and forward
positions vis-a-vis the Finnish mark as reported by the commercial
banks to the Bank of Finland. The spot position includes all foreign
currency-denominated assets and liabilities of the banks, excluding
their outstanding forward contracts.

FOREIGN EXCHANGE RATES

Pages 8—9 Exchange rates are annual and monthly averages of
the Bank of Finland’s daily quotations. Currency index is annual
and monthly average of daily index numbers. The chart at the
bottom of page 8 shows the banks’ forward selling rates for the
US dollar as deviations from the spot rate.

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

Figures for deposits and advances are supplied by the Centra
Statistical Office.

Page 10. Deposits by the public. The central government and the
financial institutions are mainly excluded from the public.

From 1974 deposits include domestic deposits denominated in
foreign currency.

Page 11. Advances to the public The central government and the
financial institutions are not included in the public.

Postipankki’s advances do not include loans granted by the State
fnvestment Fund (INRA). Domestic credits in foreign currency
are mainly granted by the commercial banks and the rest by
Postipankki.
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Money Supply M, = Finnish notes and coins in circulation —
Finnish notes and coins held by the banks + Demand deposits
held by the public (incl. Demand deposits at the Bank of Finland).
Quasi-Money = Time deposits held by the public (incl. Time
deposits at the Bank of Finland). . X

Note: Domestic_deposits in foreign currency includea in money
supply since 1974, In the money supply the public includes nor-
monetary financial institutions.

STATE FINANCES

Page 12. Official figures computed by the Economics Department of
the Ministry of Finance. Revenue and expenditure: Extra-budgetary
funds and the aggregated net current deficit of State enterprises
are included. Figures are reported on a cash payment basis. Debt:
Foreign debt includes promissory notes given to international
organizations.

FOREIGN TRADE

Pages 13——15. Figures supplied by the Board of Customs /ndices
{p. 13): The volume indices are calculated accoruing to the Paasche
formula and the unit value indices according to the Laspeyres
formula. Terms of trade: the ratio of export indices to import indices.
Foreign trade by countries: {p. 15): from January 1980 imports
by countries of origin exports by countries of consignment.

BALANCE OF PAYMENTS

Pages 16—17. Figures are calcuiated by the Bank of Finland. in
the current account, the figures for visible and invisible trade
have been revised from 1970 so that they are in accordance with
the revised System of National Accounts. In addition to the Board
of Customs figures, exports include fuel for carriers but exclude
stevedoring expenses and imports include seamen’s duty-free
imports, fuel for carriers and adjusted allowance for smuggling.
On Jan. 1. 1980, foreign bonds were included in the corvertible
foreign exchange reserves of the Bank of Finland and not in the
short-term capital account as earlier. The figures for other years
have also been revised accordingly.

FOREIGN ASSETS AND LIABILITIES

Pages 18—19. Figures calculated by the Bank of Finland.

Long-term assets: Other = financial loans development credits +
Finland’s subscriptions to international financial institutions. Long-
term liabilities; Other = Leasing credits + subscriptions to inter-
national financial institutions paid in the form of bonds. Shori-term
assets: From 1978 the Bank of Finland’s foreign bills are included
in financing of exports and reclassified under the corporate sector.

Column 21. Debt service = Net investment income of short-term
and long-term assets and liabilities + net amortisation payment of
long-term foreign assets and liabilities, excl. amortisation payments
of the Bank of Finland's reserves and oil credits.

Columns 21 and 22 during the year and the quarter.

Chart Debt service ratio: Debt service as a per cent of current
account earnings. 1978 and 1979 debt service does not include
amortisation of the Bank of Finland’s reserve and oil credits.

PRICE INDICES
Page 20. All indices calculated by the Central Statistical Office.

WAGES — PRODUCTION

Pages 21—22. Figures supplied by the Central Statistical Office.
Page 22. Index of industrial production calculated by the Central
Statistical Office. The grouping, by branches of industry is in
accordance with the Standard Industrial Classification (SI1C) which
is a version of the 1968 edition of the ISIC. The SIC facilitates inter-
national comparisons between Finnish statistics and corresponding
data from countries which use the ISIC. The seasonally adjusted
series is calculated by the Bank of Finland on the basis of the index
of industrial production per working day according to a mathod
resembling the U.S. Bureau of Census Method fl.

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

Page 23. Labour figures supplied by the Central Statistical Office.
Commercial timber fellings compiled by the Forest Research
Institute, Retailers’ and Wholesalers’ volume indices supplied by
the Central Statistical Office. Construction of buildings figures
calculated by the Central Statistical Office.

SYMBOLS USED: * Preliminary, r Revised, O Less than half the
final digit shown, . Logically impossible, .. Not available, — Nil
S affected by strike — Break in series. ’



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1 156 to 1 809 Finland formed a part of the kingdom of Sweden.
Connected from 1809 with Russia, Finland was an autonomous
country with the Emperor as Grand Duks until December 6,1917,
the date of Finland’s declaration of independence. The republican
constitution was adopted in 1919. The legislative power of the
country is vested in Parliament and the President. The highest
executive power ig held by the President, elected for a period of
6 years. The President for the current term, January 27. 1982,
to March 1, 1988, is Mauno Koivisto.

Parliament, comprising 200 members is elected by universal
suffrage for a period of 4 years. The number or seats of the different
parties in Parliament elected in 1979 is as follows: Social Demo-
cratic Party of Finland 52, National Coalition Party 47, Centre Party
36, Democratic League of the People of Finland 35, Swedish Party
10, Christian League of Finland 10 Finnish Rural Party 6 and
Liberal Party 4.

INTERNATIONAL ORGANIZATIONS

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

LAND

THE AREA is 337 000 square kilometres (Great Britain's area is
244000 sq. km and Italy’s area 301 000 sq. km). Of the total,
inland waters form 9.4 %, Of the land area (1980) 2.5 mill. ha
f(8.2 %) are cultivated and 19.7 mill. ha (64.5 %) are covered by
orests.

OWNERSHIP OF LAND (1970). The total land area was distrib-
uted among different classes of owners approximately as follows:
private 60.7 %, State 29.4 %, joint stock companies etc. 8.0%,
municipalities and parishes 1.9 %.

POPULATION

NUMBER OF INHABITANTS (1980): 4.8 million. Sweden 8,3,
Switzerland 6.4, Denmark 5.1, and Norway 4.1 million.

DENSITY OF POPULATION (1980): In South Finland 46.8, in
East and Central Finland 14.0, in North Finland 4.1 and in the
whole country an average of 15.7 inhabitants to the square kilo-
metre.

DISTRIBUTION BY AREA (1980): 40% of the population in-
habit the rural areas, 60 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors). the capital, 483 036 inhabitants,
Tampere (Tammerfors) 166 228, Turku (Abo) 163 680.

EMPLOYMENT (1981): Agriculture and forestry 11 %, industry
and construction 35 %, commerce 14 %, transport and communica-
tion 8%, financing, insurance, real estate and business services
6%, community and personal services 26 %.

LANGUAGE (1980): Finnish speaking 93.5 %, Swedish speaking
6.3 %, others 0.2 %.

EDUCATION (1981): Practically all persons over 15 years of age
are literate. There are 6 universities (the oldest founded in 1 640)
and 14 colleges of university standard.

CHANGE OF POPULATION (1980): births 13.29/,, deaths
9.39/00, change + 2.8 /4, net immigration — 0.3 %/45. Deaths in
France 10.19/5, and Great Britain 11.8 9/qc.

TRADE AND TRANSPORT

NATIONAL INCOME (1981). in million marks: Gross_ domestic
product at factor cost by industrial origin: agriculture 8 768 (4 %)
forestry and fishing 9 590 (5 %). manufacturing 60991 (33 %).
construction 13 447 (7 %). trade. restaurants and hotels 21 508
(11 %). transport and communication 15 358 (8 %). banking and
insurance 7 816 (4 %). ownership of dwellings 13 066 (‘7 %) other
services 40280 (21%). total 188 814. Index of real domestic
product 121 (1975 = 100).

FOREST RESOURCES (1980). The growing stock comprised of
1631 million m2 {solid volume with bark) of which 44% was
pine and 38% spruce the remaining 18 % being broad-leaved
trees chiefly birch. Of he growing stock 690 million m3 was
up to the standard required for logs, 56 % of these being pine.
The annual growth was 65 million m3 and the total drain cal-
culated on the basis of roundwood consumption was 59 million m3.

AGRICULTURE (1980). Cultivated land 2.3 million hectares.
Number of holdings 224 721 of which 155 277 are of more than
5 ha. Measure of self-sufficiency in bread cereals 70 %,

INDUSTRY (1981). Gross value of industrial production 193 314
mill. marks number of workers 419443, salaried employees
144 692, motive powerr 8.0 mill. kW. Index of industrial production
132 for 1981 (1975 = 100).

STATE RAILWAYS (Dec. 31, 1981): Length 6 976 km.

MERCHANT FLEET (Sept. 30, 1982): Passenger vessels 154
(261 828 gross reg. tons), tankers 45 (1093 633 gross reg. tons),
dry cargo vessels 186 (850 088 2ross reg. tons&. other vessels 97
(16101 gross reg. tons), total 482 (2 220 650 gross reg. tons).

MOTOR VEHICLES (Dec. 31, 1981): Passenger cars 1279192,
lorries and vans 165 001, buses 9.054, others 9 384, total 1 452 631.

FINNISH AIRLINES (April 1, 1982): Finnair and Kar-Air have in
use 2 DC-8, 1 DC-6-ST, 3 Super Caravelles, 9 DC-9-14/15, &
DC-9-41, 12 DC-9-61, 3 DC-10-30, 2 Fokker F-27 and 2 Empraer
Bandeirante. Companies have scheduled traffic outside of Finland
to 38 airports and to 20 domestic airports.

FINANCE AND BANKING

CURRENCY. Since 1880. Finland has had its own monetary
system. From 1877 until 1914 the country was on the gold
standard, and returned to it in 1926. In 1931, the Central Bank's
duty to redeem bank notes in gold was suspended and at the
end of 1962 was entirely cancelled. The monetary unit is the mark
(Finnish markka). The last par value of the mark was set on
Oct. 12, 1967 and was 0.21159 grams of fine gold per mark
(equivalent, at the time, to 4.20 marks per U.S. dollar). Since
Nov. 1, 1977 the external value of the mark has been officially
expressed in terms of a currency index. This index is trade-
weighted and indicates the average change in the currencies
which are important in Finnish foreign trade. The present currency
weights are Rbl 23.2, Skr 16.7, £ 13.2, DM 13.1, $ 10.0, other
currencies 23.8. The permissible range of fluctuation is about 2,26
per cent of either side of the arithmetic mean. The fluctuation
limits are 127.5 and 121.9.

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

OTHER CREDIT INSTITUTIONS (Dec. 31, 1981). There are two
big and five small commercial banks with in all 891 offices,274
savings banks, 371 co-operative banks, five mortgage banks, Posti-
pankki and three development credit institutions. The co-operative
stores accept deposits from their members. The Sacial Insurance
Insg;ution and fifty-five private insurance companies also grant
credits.

RATES OF INTEREST (June 1, 1982). The base rate applisd
by the Bank of Finland on credit extended to the banks in the
context of the quota facility is 8 % %. The range of rates for other
credits granted by the Bank of Finland is between 6% and
11 %. Other credit institutions: time deposits 4 % %: 6 month de-
postis 5% %: 12 month deposits 7 %; 24 month deposits 8 % %
and sight deposits 1 % %. The highest lending rate 12 % %.
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TRENDS IN THE FINANCING OF INVESTMENT

by Tapio Korhonen, M. Pol.Sc.,
Hannele Luukkainen, M. Pol.Sc.,
and Timo Taivalaho, M. Pol. Sc.

Economics Department
Bank of Finland

Finland’s investment ratio has long been one
of the highest in the industrialized world.
A high investment ratio has enabled rapid
structural changes in the economy and a fairly
satisfactory growth of total output. With a
gross investment ratio averaging over a quarter
of GDP over the past two or three decades,
Finland has achieved an average growth rate
of approximately 4 per cent per annum. Highly
growth-oriented economic policies have served
to support investment activity in the private
sector. The need for the intensive development
of the economy was, of course, self-evident
in view of the modest capital base which
Finland possessed in the immediate post-war
period.

By far the major part of total investment has
been financed by domestic saving.! Although
also quite high, domestic saving has not been
sufficient to finance the rate of investment
thought desirable from a structural point of
view. Consequently, foreign sources of finance
have been tapped so as to enable the realization
of the desired rate of growth. Admittedly, given
the openness and cyclical sensitivity of the
Finnish economy, foreign borrowing cannot
be said to have always been intentional or
even desirable. The tendency for domestic
demand 1o peak at times when exports are
declining has occasionally resulted in current
account deficits of such proportions that
remedial policy action has become necessary.
In recent years, however, Finland’'s external
indebtedness has declined appreciably and
at present the financial balance of the economy

1 Specific measures designed to encourage saving are described
in the Appendix to this article.
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cannot be regarded as either a problem or a
constraint for economic policy.

In the following we review the principal trends
of saving and investment in Finland by way
of sectoral analysis. In this context the chan-
nelling of finance and the operation of the
financial markets are touched upon only
lightly. Analysis by sectors stresses the inde-
pendence of saving and investment decisions
in the four sectors examined — corporations,
households, the public sector and financial
institutions. This approach was deemed appro-
priate for the present study, even if itis acknowl-
edged that in reality the behaviour of the
different sectors in respect of various assets
and liabilities is intertwined in many ways.
It could even be assumed, as is often done,
that all the assets and liabilities of the economy
ultimately belong to households. Given the
institutional setup in Finland, especially as
regards various constraints in the transmission
of finance due to tax regulations, market
deficiencies, investment habits, etc., it would
be extremely difficult to examine saving and
investment trends in the light of theories which
assume perfect markets and market information.

OVERALL TRENDS, 1961—1981

Given the high priority accorded to industry,
investment in this sector has usually accounted
for roughly a third of total investment. About a
half has been devoted to infrastructural needs,
with housing claiming a large proportion of
the available resources. Examined on a sectoral

1 For a discussion of these issues see the December 1981 and
August 1982 issues of the Bulletin.



basis, corporations have traditionally accounted
for roughly a half of all investment, whereas
the share of households has been about a
third. During the past two decades, the period
studied in this article, the share of the public
sector in total investment has been quite
stable at about 15 per cent.’

A sectoral breakdown of saving reveals a quite
different picture, since about a third of total
gross saving has been government-determined
saving (this includes not only saving by
central and local government, but also the
increase in the funds of the statutory insurance
schemes, mostly the funds of privately-oper-
ated -schemes). Households have accounted
for approximately another third of gross domes-
tic saving and firms for the remainder. With
respect to net saving, the share of the public
sector, as broadly defined above, has been as
high as two thirds.

It is perhaps worth briefly noting how the
sectoral pattern of saving necessary to ensure
an adequate rate of investment varies inter-
nationally. The distribution of saving in a
country is largely determined by the existing
institutional setting. This helps to explain, for
instance, the prominent role of public sector
saving in Finland and the Nordic region in
general. Saving by the household sector,
which is of prime importance in so many
countries, has been of only limited significance
in the Nordic area.? By international standards,
corporate income, especially in relation to
corporate investment, has been fairly low in
Finland.

Chart 1 summarizes the overall developments
in saving and investment described above.
Because of the strong external shocks of the
mid-1970s, no general trend can be observed
for the two decades taken as a whole. It is
possible, however, to discern a rising trend in
savings and investment ratios up till 1974,
The first decade and a half covered in the chart
illustrate the most expansive period in the
post-war Finnish economy, involving not only

1 The structure of investment will be examined more closely in an
article appearing in the December 1982 issue of the Bulletin.
2 See the back article of the October 1982 Bulletin.

CHART 1. SAVING, INVESTMENT AND NET
FOREIGN DEBT

PER CENT OF GDP
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high investment and growth rates but also the
increasing openness of the economy both
with respect to foreign trade and Finland's
improved access to international capital mar-
kets. The latter half of the 1970s was char-
acterized by the adjustment of the economy
to a changed international environment and
the efforts made to correct both external and
internal imbalances.

Calculated at current prices, the investment
and savings ratios illustrated in Chart 1
average about 27 and 25 per cent, respectively,
over the two decades. As the current account
deficit has, as on average, been slightly under
2 per cent of GDP, this means that well over
nine tenths of total investment has been
financed by domestic saving.

There have been marked differences in the
importance of foreign finance to the various
sectors of the economy. Traditionally, the
bulk of imported foreign capital has been
channelled directly to firms for the financing
of productive investments, However, in more
recent years, when the total external indebt-
edness of the economy has been on the decline,
the significance of government borrowing has
increased. It may be noted here that Finland's
debt ratio is approximately the same as that
of Sweden — whose foreign debt is of fairly
recent origins — but well below that of other
Nordic countries.
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THE CORPORATE SECTOR

The sharp fluctuations of corporate income
and the even more pronounced variations in
corporate investment have been largely re-
sponsible for the swings in the financial
equilibrium of the Finnish economy (Chart 2).
In general, corporate investment behaviour has
followed developments in profits, but the use
of foreign finance appears to have increased
the amplitude of fluctuations in corporate in-
vestment.

The profitability of firms has tended to weaken
sharply in recessions, when losses in inter-
national competitiveness have coincided with
reduced demand from abroad. Since tha late
1970s the government has made efforts to
curb the growth of corporate costs and provide
incentives to investment through sales tax
concessions on investment goods ! and reduc-
tions in social security contributions. Initially,
these measures were undertaken for counter-
cyclical policy purposes but some of them have
subsequently become more or less permanent.
However, the most significant improvements
in corporate profitability have been those

' Unlike most other European countries Finland does not have
a value-added tax system.

CHART 2. FINANCING OF THE CORPORATE
SECTOR
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stemming from exchange rate changes. There
were substantial devaluations of the Finnish
mark in 1957 and 1967, and more moderate
ones in 1977—1978 and 1982. The mark was
revalued in small steps in 1979—1980 so as
to ward off imported inflation. Since 1977,
the government has regularly adjusted income
and wealth tax scales downwards for inflation
as an incomes policy measure designed to
promote moderation in pay claims.

The corporate sector has been in continuous
financial deficit. Internal financing has gener-
ally covered only half of the financing require-
ments of corporate investment, resulting in a
cumulative growth of indebtedness. The low
level of domestic interest rates has encouraged
borrowing in inflationary conditions. By the
mid-1970s, the net debt of the corporate sector
had risen to over 60 per cent of GDP, and it
declined only moderately in the latter half of
the 1970s despite a marked slowdown in
investment activity. Finnish firms were heavy
borrowers on international capital markets up
to the mid-1970s, but have subsequently
cut down markedly on this form of borrowing
— which in recent years has been both ex-
pensive and subject to exchange rate risks —
and resorted increasingly to domestic credits.

HOUSEHOLDS

The share of household income in GDP has
decreased by nearly 10 percentage points
during the past twenty years (Chart 3). In
addition to the change in income distribution
between the differant sectors of the economy
— notably an increase in the tax ratio up till
1976 — there has been a shift within the
household sector away from entrepreneurial
income towards wages and salaries. The share
of household saving in GDP has, nevertheless,
remained nearly constant because the house-
hold propensity to save has been rising since
the mid-1960s.

The explanation for the higher propensity to
save of Finnish households lies in the increase



CHART 3. FINANCING OF HOUSEHOLDS
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of what is known as »tied savingy. Scarcity of
rented dwellings has induced households to
buy their own homes. Given the limited
availability of long-term housing loans from
the State, most families in medium and upper-
income categories have relied on bank loans
for financing their purchases. One of the
conditions for obtaining a mortgage has been
a fairly large downpayment financed out of
personal savings. Furthermore, repayment pe-
riods have been relatively short, often less than
10 years. Cross-section studies of household
saving behaviour all stress the importance of
home-ownership as the primary saving motive.!

The rapid increase in housing investment up to
the mid-1970s was mainly due to demographic
factors. Internal migration saw the share of
the population living in urban areas rise from
under 40 per cent in the early 1960s to nearly
60 per cent by the mid-1970s. The changing
age composition of the population, and in
particular the coming of age of the generation

1 See the front article of the September 1982 Bulletin,

born in the »baby boom» of the immediate
post-war years, has also been a factor con-
tributing to the increase in housing investment
and the saving associated with it in the 1970s.

Although the rising trend of household invest-
ment was reversed in the latter half of the
1970s, there has not been a corresponding
decline in the savings ratio. The marked ex-
pansion of the stock of real wealth up to the
mid-1970s has increased the financial deficit
of the household sector, leading to a growth
in indebtedness. The maintenance of the ratio
of debts to income at the desired level has
required some refraining from consumption in
order to maintain liquidity. The channelling of
tied savings to the banking system also partly
explains why bank deposits have increased
briskly even in inflationary times. In fact, the
real stock of deposits only decreased in the
mid-1970s when the rate of inflation was
approaching 20 per cent.

THE PUBLIC SECTOR

The public sector savings ratio has traditionally
been high in Finland, even if statutory insurance
saving, which is discussed in the following
section, is excluded. The picture has, however,
changed somewhat since the late 1970s
because of the lowering of the tax ratio (Chart
4). In particular, the formerly stable financial
position of the central government has weak-
ened, even though it is still reasonably satis-
factory when compared to most other countries:
the gross state debt is currently only 10 per
cent of GDP. Saving by central and local
government has in recent years amounted to
some 3—4 per cent of GDP, whereas it was
still twice as high in the mid-1970s. This
expansionary fiscal policy has coincided with
the virtual disappearance of Finland's current
account deficit: the conscious increase in the
deficit of the public sector can be regarded as
justified in view of the deflationary pressures
which were prevalent in the economy.

The high savings ratio of the public sector has
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CHART 4. PUBLIC FINANCE

PER CENT OF GDP
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not accentuated the position of the central
government on Finnish financial markets;
rather, the opposite has been true. The financial
surplus of the State has been used to finance
the central government's own investment as
well as to cover the major part of direct central
government lending to the private sector.
Domestic borrowing by the central govern-
ment has been on a fairly limited scale. When
central government deficits have grown, it
has not been possible to increase the sale of
bonds to a corresponding degree. The house-
hold sector has been unwilling to purchase
large quantities of government bonds, and
there are no arrangements in Finland for
obliging banks to buy government paper, as
is the case in many other countries. Nor is it
customary in Finland for the central bank to
lend to the government.

Although fiscal policy in Finland has tradition-
ally involved relatively small discretionary
changes in public sector income and ex-
penditure, over the years the government has
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become increasingly active in making policy
adjustments. Public investment has been fairly
stable, so that the government has influenced
the income, saving and investment behaviour
of the private sector through a more active in-
volvement on the income side of public
finances.

FINANCIAL INSTITUTIONS

Saving by financial institutions consists mainly
of the growth of the funds of statutory insurance
schemes and particularly those of pension
insurance; saving by financial institutions
proper accounts for but a minor proportion of
total saving in this sector (Chart 5). Only a
small part of social insurance saving is ad-
ministered by public social security funds, the
bulk of the funds being managed by private
insurance companies, which also determine
how the funds are invested. Employers con-
tributing to the schemes may borrow back
more or less automatically a considerable part
of the funds at fairly favourable terms.

From the above it can be seen that the central
government’s share in the lending of social
insurance funds has been relatively small. The

CHART 5. SAVING AND INVESTMENT BY
FINANCIAL INSTITUTIONS

PER CENT OF GDP
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central government does, however, regulate
the accumulation of all funds by setting the
rates of social security contributions. The
temporary lowering of rates has often been
used as an instrument of counter-cyclical policy
to support corporate income developments
during recessions. Although this has slowed
the accumulation of funds, the relative share
of social insurance saving has nonetheless
been constantly increasing. The insurance
funds, whose assets account at present for
over a quarter of GDP, are an important source
of finance for firms on domestic financial
markets.

PROSPECTS

Viewed from today's perspective, it seems
unlikely that the financial balance of the
Finnish economy will be subjected to any
major strains in the 1980s. The past two
decades have witnessed the completion of
large-scale investments in infrastructure. Much
undoubtedly remains to be done to secure and
enhance the productive potential of the eco-
nomy, but domestic saving should go a long
way towards satisfying these needs. Compared
with the more mature industrial countries,
Finland still has a relatively small capital stock.
On the other hand, the emphasis in industrial
investment would appear to be shifting towards
less capital-intensive, albeit high-technology.
projects. The maintenance of a sufficiently
high investment ratio is closely connected
with the problems of finding the most efficient
capital projects.

Should the fall in investment ratios in the in-
dustrialized world prove persistent, the pres-
sures for preserving a high investment ratio in
Fintand will naturally subside. But the issue
has, of course, to be viewed against the
overall growth targets of domestic economic
policy — specifically, whether these can be
set higher than warranted by developments
in the international environment — and traced
further to the provision of adequate employment
opportunities. A higher growth rate would

most likely generate a current account deficit,
but in a growing economy a certain level of

-deficit can be sustained without any increase

in the relative size of external debt (which,
as can be seen in Chart 1, has actually been
declining in Finland).

Turning to the sources of domestic saving, the
first concern must be with the outlook for
public finance, traditionally such an important
source of saving in Finland. A recent govern-
ment review of economic prospects over the
next five years did not foresee any dramatic
changes in state finances. If the central
government continues its policy of endeav-
ouring to restrain expenditure, it should not
unduly burden domestic financial markets.

Saving in the form of statutory insurance
schemes is likely to remain a rather stable
element, even if it, too, is dependent on policy
action. Growing expenditure on pensions will
necessitate an increase in the conftribution rates
if saving by pension insurance funds is to
retain its share in total saving at the present
level.

It has long been assumed that the household
propensity to save would decline along with
improved social security, a more equitable
income distribution, a decline in the number
of self-employed persons, etc. So far the
household savings ratio has not fallen. The
main reason has been the central importance
of personal savings for the acquisition of
dwellings, although more recently the poor
outlook for employment and other uncertainties
may have become additional factors. When,
in due course, the demand for new housing
falls off, the household sector could well
become a net lender in the economy. The
possibility of an increased propensity to con-
sume should not, however, be ruled out, as
so many households have been refraining
from consumption in order to pay for their
homes. The channelling of these potential
funds from households to the corporate sector
would undoubtedly call for a re-evaluation of
various forms of household assets, their tax
treatment, etc.
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The measures accompanying the October
1982 devaluation ' will help to improve the
financial position of Finnish companies. Certain
structural weaknesses nevertheless remain, not
least being the high indebtedness ratio: Tax
considerations and the relatively low cost of
domestic finance have meant that the share

? For information on the measures see the October 1982 issue
of the Bulletin and the appendix to this article.

of equity capital has remained low in the
balance sheets of many firms. The greater
vulnerability which attaches to high indebt-
edness understandably diminishes the willing-
ness to invest, especially when the prospects
for international demand are poor. In addition
to improvements in productivity and profita-
bility, the long-term soundness of Finnish
firms will also depend on an improved capital
structure.
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APPENDIX'

1. MEASURES AFFECTING CORPORATE SAVING

1.1, CORPORATE TAXATION AND DEPRECIATION
ALLOWANCES

Central government corporate income tax rates have
been unchanged since the late 1960s. Corporate wealth
taxation was reintroduced in 1976. The sales tax rate
has been 14 per cent since 1977; however, industrial
building investments have been totally exempt and
new industrial machinery and equipment partially
exempt from sales tax. Free depreciation has also been
allowed for industrial building investments. In addition,
since June 1978 special grants have been available
from the government for purchases of industrial ma-
chinery and equipment (generally up to 7.5 per cent
of the acquisition cost), The various exemptions
described here have been temporary and have been
extended by separate decisions. The following table
summarizes the major tax rates applied in 1974—1982.

Year Corpo- Wealth Sales Sales tax rates Depreciation
rate tax fax on industrial rights
income rate rate investments  (Industrial
tax Build- Ma- buildings)
rate ing chinery
and
equip-
ment
1974 43 — 11
1975 43 —_ 11
1976 43 1.5 11 Fres deprecia-
1977 43 1 14 [o) tion,
1978 43 1 14 0 72 1976—19783
1979 43 1 14 0 7 Free deprecia-
1980 43 1 14 0 9.24  tion,
1981 43 1 14 0 9.24 1978—19824
1982 43 1 14 0 9.24

(2..80 as from Nov. 1,
1982)

N.B. Corporations also pay local government income tax, in most
cases at a rate of 1616 per cent.

The act on the sales tax exemption of industrial buildings came
into force on November 1, 1977 for a limited period, but nas
subsequently been extended on several occasions.

The _special act allowing deductions of 60 per cent in sales tax
on industrial machinery and equipment investments originally
applied to investments started between April 1, 1978 and June 30,
1979, but tne gualifying period was subsequently extended until
the end of 1979. For the period 1980 to October 1982, the
deductible amount was lowered to one-third of the acquisition cost.
In June 1978, it was decided to grant free depreciation on new
industrial buildings brought into use before August 31, 1978
and an additional investment deduction of tnree per cent for
1976—1979. In December 1976, the tax relief was extended to
cover macuinery ourchased for the above-mentioned buildings.
included in tne taxation for the years 1978—1982 are allowances
for acquisition cost reserves (which allow depreciation to hegin
already in the vear in which the order is made) and free depreci-
ation.

N

w

IS

As part of the programme of measures announced in
connection with the devaluation of the mark in October
1982, it was decided to raise the sales tax rate by two
percentage points to 16 per cent as from July 1, 1983.
The sales tax concession on industrial machinery and
equipment investments will be raised from 33.3 per
cent to 80 per cent as from November 1, 1982; both
it and the total exemption from sales tax of new
industrial buildings will become permanent.

1 This appendix is a supplement to the list of measures published
in the December 1974 issue of the Bulletin. Counter-cyclical
policy legislation was examined in the November 1978 issue
of the Bulletin, when some of the acts were still at the bill stage.

1.2 SOCIAL SECURITY CONTRIBUTIONS

Since the mid-1970s, social security contributions have
been revised frequently as a means of influencing
corporate cost developments. The table below shows
the rates for certain major contributions in 1961—1982.

Years Employers’ social Employment Unemploy-
security contribution pension ment
rates contribution insurance

rate contribution
rate

1961 45

1962 4.75 5

1963 5 5

1964 approx, 5.35 5

1965 5.5 5

1966 approx. 5.8 5

1967 6.5 5

268 8.5 5

1969 6.5 5.15

1970 6.75 5.16

1971 7.25 5.65

1972 7.25 6.1

1973 approx. 7.5 6.4

1974 8 6.9

1975 approx. 8.5 7.9 0.3

1976 8.875 9.9 0.3

1977 approx. 8.6 120 0.5

1978 » 8.2156 10.0 1.0

1979 » 7.0 1.7 1.0

1980 » 6.5 133 0.9

1981 » 8.42 13.3 04

1982 » 6.62 126 0.4

1.3. THE USE OF COUNTER-CYCLICAL DEPOSITS

In recent years, three schemes have been utilized.
Starting in June 1980, export deposits totalling about
200 million marks were collected from forest industry
companies. The rate of deposit was 4 per cent of the
export price for sawngoods exports and 3 per cent
for pulp exports. These deposits were released earlier
than originally scheduled in October 1981.

Counter-cyclical deposits were collected from enter-
prises as from October 1980. Prior to their release in
January 1982, these deposits totalled 140 million marks.

The terms applied to the voluntary investment reserve
scheme were made more attractive from the beginning
of December 1979. The upper ‘limit on investment
reserve transfers was raised to 70 per cent of the net
profits for the accounting year. At least 50 per cent
of the reserve was to be deposited at the Bank of
Fintand, which, at the same time, decided to raise the
rate of interest paid on these deposits from 4.25 per cent
to 7 per cent. The Bank of Finland received a total of
nearly 1 500 million marks in investment deposits.
In December 1981, the government decided to activate
investment reserves by making the major part of in-
vestment deposits disposable, subject to certain con-
ditions, as from the beginning of 1982.

1.4. SPECIAL DEPOSITS IN BANKS

In recent years, deposit banks have, to an increasing
extent, accepted deposits from corporations at terms
different from those applied to ordinary deposits from
the public. June 1, 1982, saw the entry into force of
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an agreement concluded between the banking institu-
tions on the acquisition of short-term corporate funds.
The main forms of short-term money are corporate
deposit accounts, funds intermediated by banks’ trust
departments, corporate certificates of deposit, other
obligations, and bond repurchase transactions. Unlike
the case of households, all enterprises’ deposits and
interest earnings on them are liable to tax.

The minimum deposit which can be made on a corporate
deposit account is 300000 marks and the rate of
interest is 5.26—0.25 percentage points below the
Bank of Finland's base rate, depending on the period
of deposit (from two to twelve months). The rate of
interest payable on funds intermediated by banks’
trust departments can be fixed freely. The minimum
amount which can be placed is 300 000 marks and
the placement period not less than three months.
(In the case of sums exceeding 5 million marks, it
can be even less). The rate of interest on corporate
certificates of deposit can also be fixed freely, the
minimum deposit being 1 million marks and the deposit
period between one and twelve months. The same
lower limit and the right to freely fix the rate of interest
are also applied to other obligations and bond re-
purchase transactions. The agreement concluded
between the deposit banks does not apply to deals
between the banks and the finance companies owned
by them.

The agreement concluded in the spring of 1382 will
facilitate the monitoring of changes in the stock of
short-term funds. At present, it is estimated that the
total stock of short-term funds (which are mostly
reported in the balance sheets of banks’ finance
companies and which also include funds solely inter-
mediated by banks’ trust departments) is equivalent to
less than one-tenth of the banks’ deposits. Although
the rate of interest seems to have foliowed to some
extent movements in the marginal cost of central bank
financing, it has also been influenced by international
interest rate developments.

2. MEASURES AFFECTING HOUSEHOLD SAVING
2.1. RATES OF INTEREST AND TYPES OF ACCOUNT

Rates of interest paid on deposits in Finland have been
fairly low and have varied only little despite sharp
fluctuations in the rate of inflation. In order to reduce
the impact of high inflation, the structure of deposit
rates was altered in 1977 and 1979 by increasing the
differential between the rates paid on long-term deposits
and those paid on ordinary deposits.

Changes in the rates of interest on ordinary deposits
and 24-month term deposits in 1973—1982

Rates paid on

Rates paid on
24-month term

Date of change
ordinary

deposits, deposits,

per cent per cent
July 1, 1973 5.75 7.76
October 1, 1977 4.25 7.50
May 1, 1978 3.2 6.50
November 1, 1978 4.25 8.26
February 1, 1980 5.00 9.00
June 1, 1982 4.25 8.25

At the beginning of 1975, two new term deposit
accounts were introduced, 36-month‘savings premium
deposit and tax concession deposit accounts. The
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income from these accounts consists of interest paid
plus an interest premium of about one per cent in the
case of savings premium deposit accounts and a tax
concession of similar magnitude 'in the case of tax
concession deposit accounts,

Housing savings premium deposits were introduced
in 1981, Interest paid comprises interest paid on
ordinary deposit accounts, supplementary interest of
1.25 per cent paid by the banking institution and a
housing savings premium of 1.75 per cent paid by
the central government.

2.2, INTEREST SUBSIDIES AND PREMIUMS ON
DEPOSITS AND TAXATION

Holders of tax concession deposits accounts — intro-
duced in 1975 (see 2.1) — were entitled to tax con-
cessions in central government taxation for the years
1977—1979.

The central government pays supplementary interest
on housing savings premium deposits (see 2.1).

Deposits made by physical persons are tax-exempt,
provided that they are made on accounts normally
used in banking for depositing.

2.3. OTHER TAX MEASURES
Interest and capital on bonds are, as a rule, tax-exempt.

Dividend income is subject to tax; however, share-
holders are entitled to a special dividend income
deduction. The deductions have been increased from
time to time and in 1982 households may deduct up
to 2500 marks per family member for dividend and
certain other capital income in taxation.

At the beginning of 1975, a new act limiting the right
to deduct interest expenses on housing loans came
into force. It allowed deductions of up to 16 000 marks
for interest expenses on housing loans and up to
10000 marks for other interest expenses.

The act was amended in 1980 to aliow deductions of
up to 25000 marks for interest expenses on housing
loans. This amount may include other interast expenses
up to 10000 marks.

The following adjustments for inflation have been
made in income tax scales since 1977:

Per cent

1
1978 1
about
about
1981 }

Nomowe

2.4, CENTRAL GOVERNMENT SUPPORT FOR
HOUSEHOLD INVESTMENT

The central government supports the acquisition and
renovation of dwellings by granting long-term low-
interest loans. The law was revised in 1981, so that a
uniform loan period of 18 years was applied to all loans;
the rate of interest was changed so that it rises in the



course of the loan period from zero to the current rate.
The regulations concerning the sale of dwellings co-
financed by the state were revised, so that a dwelling
can only be sold to a buyer nominated by the munici-
pality at a price set in accordance with principles laid
down in law. The restrictions on the sale of a dwelling
apply for 27 years.

Loans and subsidies are granted to farmers for purchases
of additional land, the buying up of shares in estates,
construction and housing. The rate of interest applied
varies between 2 and 6 per cent, depending on the
location of the farm, and the repayment period for
loans is between 5 and 25 years.
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