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ECONOMIC DEVELOPMENTS AND ECONOMIC POLICY 
by Kari Puumanen, Head of Department 
Economics Department 
Bank of Finland 

T he divergent trends in 
economic developments 
in Finland were further 

accentuated during the first 
months of 1993. An upturn in to­
tal output has been delayed and 
unemployment has risen more 
sharply than expected. Exports 
have, however, continued to ex­
pand at a rapid pace and the 
trade balance has strengthened 
despite slackening demand in 
Finland's export markets. The fi­
nancial balance ofthe economy 
has improved only slowly, how­
ever. 

The markka's exchange rate 
weakened further during the 
winter months. This increased 
the costs of servicing foreign 
debt, thus slowing the elimina­
tion of the current account defi­
cit and aggravating domestic 
debt problems. As this was ac­
companied by the continued 
deterioration in the terms of 
trade, there has been only a 
slow improvement in profitability 
and the financial position of ex­
porters. At the same time, heavy 
unemployment, the erosion of 
the tax base and the banking 
crisis have sustained the rapid 
growth of public debt, thereby 
undermining confidence in eco­
nomic policy and slowing the fall 
in interest rates. On the other 
hand, the recession has kept 
inflation low and prevented cost 
pressures generated by the 
depreciation of the markka 
from being passed through into 
prices. 

In April-May, the weakening 
of the markka's exchange rate 
was reversed while market inter­
est rates continued to fall. These 
developments, together with a 
marked rise in share prices dur­
ing the spring, point to a grad­
ual improvement in expectations 
concerning economic prospects. 
Economic developments in the 

near term are, however, still sub­
ject to uncertainty. 

PAINFUL START TO 
EXPORT. LED GROWTH 
Compared with the behav-

iour of the economy in the 
past, some features of Finland's 
recent economic performance 
have been surprising. First, al­
though the volume of exports 
per se has developed quite fa­
vourably, the strengthening of 
the trade account has so far 
been less than expected. De­
velopments in the trade balance 
have been supported by the 
simultaneous effects of both a 
significant improvement in price 
competitiveness and a sharp 
change in Finland's relative cy­
clical position due to the fact 

CHART 1. 

that the decline in the level of 
economic activity in Finland has 
been far greater than in other 
countries. On the basis of the 
interdependencies that previ­
ously prevailed in the economy, 
the expansion of net exports 
should have been appreciably 
stronger than has actually been 
the case (Chart 1). 

The strengthening of the 
trade account has been partly 
hampered by the sharpening of 
competition caused by the inter­
national recession, which has 
made it difficult for Finland to 
gain new market shares both as 
regards exports and domestic 
production competing with im­
ports. In fact, growth in the vol­
ume of market shares and net 
exports has been achieved only 
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at the expense of a substantial 
deterioration in the terms of 
trade, which, in turn, has slowed 
the improvement of the trade ac­
count and impeded the recov­
ery of the profitability of domes­
tic production and purchasing 
power in the domestic market. 

Structural factors have also 
hindered the shift from the ser­
vice-led growth of the 1980s to 
export- and manufacturing-led 
growth. In recents years, the 
commodity composition of Finn­
ish exports has been unfavour­
able. The global overcapacity of 
the forest industries has slowed 
the recovery of forest product 
exports and of the engineering 
industries that manufacture ma­
chinery for the forest industries. 
The chemicals industry has like­
wise suffered from oversupply 
and consequently poor profit­
ability. The regional distribution 
of world trade has also hindered 
the recovery of Finnish exports. 
Sluggish demand in Europe has 
forced Finnish exporters to look 
for new markets further afield. 
Thus, while the value of mer­
chandise exports grew by a 
quarter altogether in the first 

CHART 2. 

three months of this year, ex­
ports to EC countries increased 
by 10 per cent and exports to 
EFTA countries by only 4 per 
cent. 

Structural problems have al­
so been encountered in domes­
tic production substituting for 
imports. The propensity to im­
port has remained surprisingly 
high despite the starp decline in 
domestic demand. Because of 
the narrow base of domestic 
production, it is often impossible 
to find Finnish substitutes for 
increasingly more expensive 
imported goods. Unfortunately, 
it seems that the fall in price 
competitiveness caused by the 
overheated economic condi­
tions of the 1980s, together with 
the collapse of trade with the 
Soviet Union, has destroyed 
much of the productive capacity 
in Finland that would now be 
able to compete successfully 
and would be needed to main­
tain employment and quickly 
rectify the imbalance in the cur­
rent account. 

If the expansion of exports 
over the next few years is to be 
converted into a full-blown ex-

FOREIGN TRADE PRICES 
AND CURRENCY INDEX 

135 

125 

~ 115 
.5 

105 

95 
1991 

October 1991 = 100 

1. Export prices 
2. Import prices 

3 

2 

1992 1993 

3. Bank of Finland's trade-weighted currency index 

Bulletin 6-7·93 

port-led recovery that would al­
so create new jobs in sufficient 
numbers, the open sector will 
have to diversify its production 
structure. This calls for invest­
ments in new products and new 
branches, and requires good 
international competitiveness 
over the long term. 

INFLATION HAS 
REMAINED STABLE 
Another surprising - albeit 

positive - feature of economic 
performance has been that the 
sharp weakening of the ex­
change rate has had only a mi­
nor inflationary effect. On the 
basis of past experience with 
devaluations in Finland, it was to 
be expected that the weakening 
of the external value of the mark­
ka would inevitably lead to an 
acceleration in inflation. 

The slump in demand and 
the heightening of competition 
have, however, led to a situation 
where the cost pressures gener­
ated by the rise in the value of 
foreign currencies in relation to 
the markka have not even been 
passed through in full into im­
port prices; rather, both foreign 
manufacturers of goods and 
Finnish importers have had to 
lower their prices. While the val­
ue of foreign currencies in rela­
tion to the markka rose on aver­
age by just over 30 per cent from 
October 1991 to April 1993, 
import prices rose by only 20 
per cent in markka terms over 
the same period (Chart 2). The 
marked fall in foreign-currency 
prices of imports has, for its part, 
curbed the rise in prices of com­
peting domestic products. As 
the growth of labour costs has at 
the same time remained mod­
est, the overall rise in consumer 
prices has been small. 

In the longer term, part ofthe 
pent-up pressure to raise import 
prices is bound to be released, 
but it is unlikely that sales mar­
gins on imported goods will re­
turn to the level that prevailed in 
the overheated economic con­
ditions of past years. A rise in im­
port prices will help to shift de­
mand towards domestic prod­
ucts and improve employment. 
Essentially, the maintenance of 



low inflation only requires that 
domestic cost developments 
remain moderate.' 

THE DEBT PROBLEM 
The room for manoeuvre in 

Finnish economic policy over 
the past few years has been 
severely restricted by the coun­
try's excessive foreign debt 
and, in particular, by the rapid 
growth of public debt. Foreign 
debt constitutes a stricter con­
straint on economic recovery as 
it reduces the opportunities for 
increasing domestic demand 
in general. The indebtedness of 
the central government, on the 
other hand, limits particularly 
the scope for stimulating the 
economy through fiscal policy. 
These constraints are, however, 
interdependent in many ways. 
The financial deficit of the gen­
eral government sector is part of 
the financial deficit of the whole 
economy, ie the current account 
deficit, which, in turn, measures 
the rate of growth in Finland's 
foreign debt. If Finland had a 
small foreign debt and a current 
accountthatwas in balance or in 
surplus, the room for manoeuvre 
in counter-cyclical policy would 
be greater in terms of central 
government indebtedness than 
it is judged to be at present. 

In relation to debt servicing 
capacity, measured in terms of 
export earnings, Finland's net 
foreign debt is larger than in al­
most any other industrialized 
country. Net foreign debt is the 
sum of the net debts of the do­
mestic sectors, ie companies, 
households and the public sec­
tor. 

With the deepening and pro­
longation of the recession, the 
significance of indebtedness as 
one of the major reasons for Fin­
land's economic problems has 
become increasingly evident. 
Both companies and house­
holds have reacted in a natural 
way to their debt problems: 
companies by sharply cutting 

The inflation outlook for the next few 
years and the Bank of Finland's infla­
tion target are discussed in the article 
by Pentti Pikkarainen and Timo Tyrv1l.i­
nen in this issue of the Bulletin. 

CHART 3. 
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back their investments and 
households by increasing sav­
ing and postponing home and 
other purchases (Chart 3). 
Since most companies and 
households have simultaneous­
ly tried to reduce their debt lev­
els by cutting spending, the 
consequence has been a fall in 
the general level of income. The 
economy now finds itself in a de­
flationary spiral, where efforts to 
reduce debts have succeeded 
only partly owing to a collapse in 
debt servicing capacity. This 
has been accompanied by a de­
crease in the level of economic 
activity and a sharp rise in un­
employment and business fail­
ures. 

THE DILEMMA 
IN CENTRAL 
GOVERNMENT 
FINANCES 
At the same time as the ac­

cumulation of debt in the econo­
my as a whole has gradually 
slowed along with the narrowing 
in the current account deficit, 
there has been a sharp shift in 
the structure of debt between 
the private and public sectors. 
Whereas the public sector defi-

1988 1990 1992 

cit amounted to 9 per cent of 
GDP in 1992, the private sec­
tor's financial surplus, exclud­
ing exchange rate and other 
capital losses, amounted to 
more than 4 per cent of GOP. 
This year, the shift in the total 
debt of the economy from pri­
vate to public debt - especially 
central government debt - has 
been even faster. 

The central government def­
icit is due to the working of auto­
matic stabilizers. While the re­
cession has reduced the central 
government's tax revenue, out­
lays related to the management 
of unemployment have soared. 
The growth of central govern­
ment debt during a recession is 
acceptable as such, because it 
helps to maintain the purchas­
ing power of households and 
companies and thus alleviate 
the worst effects of recession. 
The steepness of the rise in cen­
tral government debt has, how­
ever, become a problem in Fin­
land. 

Partly because of the depth 
of the recession and partly be­
cause of the comprehensive so­
cial security schemes that were 
introduced during prosperous 5 
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times in the past, the weakening 
effect on the central govern­
ment's financial position caused 
by the operation of automatic 
stabilizers has been exception­
ally strong. A totally new factor 
adding to the government's net 
financing requirement is the 
expenditure arising from safe­
guarding the solvency of the 
banking sector. The debt crisis 
in the economy also places oth­
er burdens on central govern­
ment finances in the form, for in­
stance, of delays in tax receipts 
due to payment disturbances 
and tax receipts lost because of 
bankruptcies. 

The unprecedentedly rapid 
growth of Finland's central gov­
ernment debt - the debt 
amounted to 12 per cent of GOP 
atthe end of 1990 and is estimat­
ed to rise to over 50 per cent by 
the end of this year - has in a 
short space of time eroded the 
scope for fostering economic 
recovery that had been created 
by the rapid economic growth 
and prudent government bor­
rowing policy of the past dec­
ades. The debt spiral that now 
threatens central governmentfi­
nances has ruled out the active 
pursuit of counter-cyclical poli­
cy that would stimulate econom­
ic activity more effectively than 
the mere operation of automatic 
stabilizers. As, moreover, esti­
mates of the economic outlook 
over the medium term indicate 
that economic growth and un­
employment will not recover 
quickly even in the most fa­
vourable of circumstances and 
hence that the public sector 
deficit will become increasingly 
structural, special measures 
have had to be taken by the Gov­
ernment to improve the central 
government's financial position 
and thereby contain the growth 
of central government indebt­
edness. 

The measures aimed at a 
permanent lowering of public 
expenditure are focused on the 
coming years, when it is as­
sumed employment will be im­
proving. But weaker-than-fore­
cast developments in central 
government finances have also 

6 forced the Government to intro-
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duce certain quick-acting sav­
ings measures whose immedi­
ate impact has been to reduce 
domestic demand. The fiscal 
policy pursued has, however, 
increased the confidence of 
the financial markets and thus 
helped to bring down interest 
rates. Indeed, the specific aim 
of the authorities has been that 
demand management policy -
ie the combined effect of fiscal 
and monetary policy - should 
not deepen the recession any 
further but rather promote faster 
economic recovery. Failure to 
take steps to curb the growth of 
central government debt could, 
in the worst case, have led to 
a situation where any disturb­
ances in the supply of foreign 
financing would have caused 
a sharp tightening in monetary 
conditions, which, in turn, would 
have rapidly corrected the cur­
rent account imbalance through 
an even deeper recession. 

DIFFICULT CHOICES IN 
MONITARY POLICY 
Last autumn, when Finland 

had to abandon the markka's 
fixed exchange rate as an inter­
mediate target of monetary poli­
cy, there was a danger that infla­
tion expectations and inflation­
ary sentiment would emerge in 
the markets. To prevent this, the 
stance of monetary policy was 
kept unchanged after the mark­
ka's float, and the Bank of Fin­
land announced that low infla­
tion continued to be the ultimate 
objective of monetary policy. 
In February, the inflation target 
was made more explicit by an­
nouncing thatthe aim was to sta­
bilize underlying inflation at the 
2 per cent level by 1995. 

As it has become increasingly 
certain that inflation will remain 
subdued, so the room for coun­
ter-cyclical action in monetary 
policy has expanded. At the 
same time, the deepening of the 
recession and the diminution in 
the scope for expansionary fis­
cal policy have served to under­
line the importance of bringing 
down interest rates. 

Reflecting the combined ef­
fect of the fall in interest rates 
abroad, the Government's sav-

ing measures, the 'zero" in­
comes agreement and the mon­
etary policy pursued, interest 
rates have, in fact, declined 
significantly since last autumn. 
Short-term market interest rates 
are now at the average Europe­
an level, which itself has come 
down with the easing of inflation­
ary pressures in Europe, and, 
following the fall in market inter­
est rates, the Bank of Finland's 
base rate has been cut three 
times by a total of 2.5 percent­
age points. Of course, a neces­
sary condition for the fall in mar­
ket rates has been that the re­
covery of exports and the nar­
rowing in the current account 
deficit have maintained confi­
dence that the growth of Fin­
land's external indebtedness 
is slowing. On the other hand, 
while long-term rates have also 
declined, they are still above the 
average European level. This at 
least partly reflects uncertainty 
in the markets about future de­
velopments in the Finnish econ­
omy and the value of the mark­
ka. 

In principle, under a floating 
exchange rate regime, mone­
tary policy has more autonomy, 
with respect to the policies of 
other countries, for the pursuit of 
counter-cyclical goals than un­
der a fixed exchange rate re­
gime. Though the floating of the 
markka paved the way for a fall 
in interest rates from their earlier, 
excessively high level, which 
had been maintained by curren­
cy speculation, it has proved to 
be very difficult to pursue mone­
tary and interest rate policy sup­
porting economic recovery. 

In Finland, the debt crisis 
and the markka's weakening 
became special factors limiting 
the efficacy of monetary policy. 
On the one hand, the high debt 
levels of the corporate and 
household sectors have attenu­
ated and delayed the stimula­
tive effect of lower interest rates 
on fixed investment and resi­
dential construction. On the oth­
er hand, the credit crunch and 
slump in investment activity of 
expecially firms operating in the 
domestic sector has been exac­
erbated by the fact thattheir for-



eign debt is denominated in for­
eign currencies. The rise in the 
value of foreign currencies has 
thus caused companies capital 
losses and increased their cur­
rent financing costs. 

Attempts have been made 
to link monetary policy aimed at 
bringing down interest rates to 
fiscal and incomes policy meas­
ures supporting the value of the 
markka. However, a further de­
preciation of the markka during 
the winter could not be avoided, 
and hence monetary policy has 
probably had only a minor influ­
ence on domestic demand so 
far. The fall in interest rates has 

nevertheless been a welcome 
development both as regards 
containing the financial crisis 
beleaguering the economy, and 
as a necessary precondition for 
the recovery of investment. 

The appreciation of the 
markka in April and again in May 
after a dispute between the 
Government and the unions had 
been resolved, points to some 
degree of improvement in mar­
ket expectations. If these more 
favourable trends are main­
tained, there will also be more 
room in central bank policy to 
promote recovery. A force oper­
ating in the same direction will 

be the probable easing of eco­
nomic policies in other Europe­
an countries, given that eco­
nomic activity in most countries 
has been weaker than expect­
ed. The outlook for the rest of the 
year nonetheless remains very 
difficult both as concerns unem­
ployment and the funding of 
central government finances. 

7 June 1993 
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THE BANK OF FINLAND'S INFLATION TARGET AND THE OUTLOOK 
FOR INFLATION OVER THE NEXT FEWYEARS 

by Pentti Pikkarainen, PhD 
Central Bank Policy Department 
and Timo Tyrvainen, Lic Pol Sc 
Economics Department 
Bank of Finland 

I rrespective of the exchange 
rate regime, the objective 
of monetary policy is the 

attainment of stable monetary 
conditions, an intrinsic part of 
which is a low and stable rate of 
inflation. An inflation target sup­
ports the goal of a low and stable 
level of interest rates. By com­
mitting itself to an inflation target 
the central bank seeks to pro­
mote the favourable develop­
ment of the real economy, in­
cluding the external balance. 
In connection with the lowering 
of the base rate in February 
the Bank of Finland announced 
an inflation target according to 
which the aim is to stabilize the 
'underlying' rate of inflation at 
the level of two per cent by 1995. 
Given the bias present in price 
indices due to, for example, 
changes in the quality of com­
modities, the two per cent target 
is very close to zero inflation. On 
31 March, the Government an­
nounced that it would support 
efforts to achieve the Bank of 
Finland's inflation target. 

Central banks make use of 
various intermediate targets in 
endeavouring to attain the ulti­
mate objective. The role of these 
intermediate targets is to indi­
cate whether progress is being 
made towards the achievement 
of the ultimate objective. Under 
a fixed exchange rate regime 
the exchange rate itself is an 
intermediate target of mon­
etary policy; in this case a link is 
sought with an environment of 
stable monetary conditions and 
low inflation. 

By contrast, under a floating 
exchange rate regime the defi­
nition of intermediate targets 
is more difficult. Accordingly, 
many central banks do not pub­
lish intermediate targets but 
instead use (internally) various 

8 monetary policy indicators, 
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such as monetary aggregates, 
credit expansion, interest rates 
and exchange rates, for this 
purpose. In addition, of course, 
central banks monitor exten­
sively developments in the real 
economy as well as in prices 
and wages. This is also the poli­
cy that has been applied by the 
Bank of Finland during the time 
the markka has been floating. 
By announcing an inflation tar­
get in February the Bank of Fin­
land decided to state its objec­
tives explicitly. In doing so, the 
Bank also sought to support the 
credibility of monetary policy 
and to create room for the lower­
ing of interest rates. 

CHART 1. 

COMMITMENT TO AN 
INFLATION TARGET IS 
AIMED AT ACHIMNG 
A LOW LEVEL OF 
INTEREST RATES 
In comparison with past ex­

perience in the post-war period, 
Finland's relative price competi­
tiveness is now exceptionally 
good as result of the major im­
provement that has occurred in 
the past two years (Chart 1 ).' 
This is due to a sharp decline in 
the external value of the markka 
- ie depreciation of the nominal 
exchange rate - and moderate 
pay agreements. Competitive-

1 Relative price competitiveness is also 
called the real exchange rate. When 
relative price competitiveness is said 
to weaken (improve). this means that 
the real exchange rate strengthens 
(weakens). 
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ness has also been boosted by 
improved productivity. 

When, however, economic 
recovery gets under way and 
domestic demand starts to pick 
up, it will be difficult to main­
tain price competitiveness at its 
present level. This is because 
the real exchange rate is likely to 
strengthen (ie price competi­
tiveness to weaken) as eco­
nomic conditions improve. The 
strengthening of the real ex­
change rate can take place in 
two ways: either through an ap­
preciation of the nominal ex­
change rate or through domes­
tic costs increasing at a faster 
pace than the corresponding 
costs of competitor countries. 

When the markka is floating, 
economic policy measures can 
be used to influence the way in 
which the real exchange rate 
strengthens, ie whether through 
an appreciation of the nominal 
exchange rate or through infla­
tion. The aim of the Bank of Fin­
land is to maintain price and 
cost stability as the economy re­
covers, thus allowing the nomi­
nal exchange rate to strengthen. 

When expectations of a 
strengthening in the external 
value of the markka emerge, the 
interest rate differential in rela­
tion to other countries tends to 
narrow.2 If, at the same time, 
there is a general commitment in 
economic policy to an inflation 
target, uncertainty about the 
economic policy stance dimin­
ishes. This, in turn, reduces the 
risk premium associated with 
Finland. Thus both expectations 
of an appreciation of the curren­
cy and a decrease in the risk 
premium help to pave the way 
for lower interest rates. 

According to the interest rate parity of 
an open economy, domestic (nominal) 
interest rates are determined by the lev­
el of interest rates abroad, expected 
changes in the exchange rate and the 
risk premium. When the exchange rate 
is expected to appreciate (depreciate), 
the interest rate differential in relation to 
other countries tends to narrow (widen). 
When the risk premium grows, the inter­
est rate differential tends to widen. 

INDICATOR OF 
THE UNDERLYING 
RATE OF INFLATION 
Consumer price inflation is 

often used for measuring the 
progress made in attaining the 
ultimate monetary policy objec­
tive. For instance, the United 
Kingdom and Sweden have 
linked their inflation targets to 
developments in the consumer 
price index (CPI). But price in­
dices may include elements 
which under certain conditions 
can obscure underlying inflation 
trends; this applies particularly 
to the Finnish CPl. The way in 
which public sector measures 
and the effect of house prices 
are reflected in the index are 
cases in point. In order to in­
crease transparency and inter­
national comparability, the Bank 
of Finland has therefore con­
structed an indicator of the un­
derlying rate of inflation which 
describes the underlying infla­
tion in the economy 'better' than 
the CPI. This indicator is the CPI 
from which the effect of taxes, 
subsidies and housing-related 
capital costs (house prices and 
mortgage interest payments) 
has been removed. Although 
the indicator of underlying infla­
tion pJays a key role in the Bank 
of Finland's inflation monitoring, 
price developments, including 
asset prices and wages, in dif­
ferent sectors are also moni­
tored extensively by the Bank. 

The treatment of house pric­
es in the CPI in Finland differs 
from the international practice. 
House prices affect the CPI 
through imputed depreciation 
included in housing costs. De­
preciation is based on the value 
of the dwelling, which is related 
to its market price. This method 
places more emphasis on dwell­
ings as investments rather than 
as a source of housing services. 
In addition, widely fluctuating 
house prices hamper interna­
tional comparison. For these 
reasons, the item 'depreciation', 
which includes house prices, is 
excluded from the indicator of 
the underlying rate of inflation. 

Mortgage interest payments 
also have an effect on the CPI as 
one element of housing costs. 

Interest costs are measured 
by the average interest rate on 
outstanding housing loans, on 
which the Bank of Finland's 
measures have a strong and im­
mediate impact. For example, 
reflecting developments in the 
base rate, the decline in interest 
rates on housing loans will re­
duce the rise in the CPI by over 
half a percentage point during 
the first six months of the current 
year. 

If accelerating inflation 
makes it necessary to tighten 
monetary policy, the ensuing 
rise in interest rates will result in 
a rise in the CPI. This, however, 
is not a cogent argument for a 
further tightening of monetary 
policy. Thus there have been 
judged to be good grounds for 
excluding the item 'interest pay­
ments' contained in housing­
related capital costs from the in­
dicator of the underlying rate of 
inflation. 

The government influences 
price developments through 
both indirect taxation and sub­
sidies. The latter have been 
and continue to be a com­
ponent subject to quite consid­
erable changes. Changes in 
taxation also fall into the cate­
gory of economic policy meas­
ures whose effects on prices do 
not warrant monetary measures 
in response. The indicator of the 
underlying inflation rate is calcu­
lated with the aid of the tax-rate 
index and the net price index 
(NPI). The effect of government 
measures on consumer prices 
is measured by the tax rate in­
dex, the various items of which 
are listed in Table 1. In the calcu­
lation of the tax rate index it is 
sometimes necessary to esti­
mate how long it will take for a tax 
change, for which there is an es­
timate of its effect on annual rev­
enue, to be passed through into 
consumer prices. For this rea­
son, the indicator of the under­
lying rate of inflation seems to 
be rather susceptible to fluc­
tuations. Consequently, monthly 
changes in the indicator can 
sometimes be difficult to inter­
pret. 

The NPI has been published 
since 1977, though it has not 9 
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TABLE 1. TAXES AND SUBSIDIES IN THE TAX RATE INDEX 
(1985=100) 

Tax 

Sales tax 
Surplus of Alko Ltd 
Car tax 
Tobacco tax 
Fuel tax 
Charges comparable to taxes in the CPI 
Government's share of revenue from 

gambling games 
Customs duties, import charges 
Other taxes 
TOTAL 

SubSidy 

Primary product deduction 
SubSidy to the State Railways 
Farmers' holiday support 
Milk price supplement 
Farm-size supplement 
Public transport services deficit 
Other subsidies to industry 
Subsidies for balancing agricultural 

production 
Direct income subsidies to agriculture 
Other subsidies 
TOTAL 

105 

100 

j 95 

90 

85 

CHART 2. 

PRICE INDICES FOR DOMESTIC 
MARKET COMMODITIES, 1990 = 100 

Percentage of 
total taxes, % 

55.7 
13.5 
7.4 
4.8 
4.3 
2.9 

2.9 
2.4 
6.1 

100.0 

Percentage of total 
subsidies, % 

34.6 
9.1 
6.2 
6.2 
5.4 
5.4 
3.5 

3.4 
5.3 

20.9 
100.0 

1988 1989 1990 1991 1992 1993 

1. Wholesale price index, domestic goods 
2. Basic price index for domestic supply, domestic goods 
3. Producer prices in manufacturing, domestic market goods 
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been widely used. It is calculat­
ed by combining the CPI and 
the tax rate index.3 The differ­
ence between the indicator of 
underlying inflation and the NPI 
is that housing-related capital 
costs do not affect the former. 

It has turned out to be quite 
difficult to totally exclude public 
sector charges from the CPI. 
For instance, the health centre 
charge and the real estate tax, 
which were introduced at the 
beginning of this year, will be re­
flected in both the CPI and the 
NPI. The former is expected to 
cause only a minor rise in con­
sumer prices; the latter influ­
ences the indices through hous­
ing maintenance charges and it 
is difficult to disentangle it from 
other factors affecting the main­
tenance charge. The level and 
yield of the tax will only become 
apparent after a long lag. By 
contrast, the electricity tax, 
which was introduced at the be­
ginning of this year, is visible in 
the tax rate index and thus its 
effect is excluded from the NPI. 

In the calculation of the indi­
cator of the underlying rate of in­
flation, taxes and subsidies are 
treated according to the same 
principle as in the NPI. So, an 
analysis of the effects of, for ex­
ample, the public sector factors 
presented above will still be 
required in the future in articles 
like the present one. 

Statistics Finland calculates 
developments in the indicator of 
the underlying rate of inflation 
and publishes them in connec­
tion with the CPI on the 15th of 
every month. The CPI describes 
prices in the previous month and 
the indicator of the underlying 
rate of inflation the situation a 
month earlier. The additional 
time lag is due to the calculation 
of the tax rate index. Develop­
ments in the index of the indica­
tor of the underlying rate of infla­
tion from the beginning of 1988 

3 At present, this is done by combining 
the 'new' CPI (1990=100) and the 'old' 
tax rate index (1985=100). Next au­
tumn, Statistics Finland will complete 
the revision of the weight structure of 
the tax rate index to comply with the 
year 1990. Any inaccuracies in the cal­
culation of the index during the transi­
tion phase are likely to be only minor. 



until the present time are shown 
in Chart 3 and monthly index fig­
ures will henceforth be pub­
lished by Statistics Finland. 

DOMESTICALLY· 
GENERATED INFLATION 
IN '990-92 
As discussed above, the in­

flation target applies to the rise 
in the price level that results from 
domestic economic activity. As 
monetary policy is not - indeed 
cannot be - designed to influ­
ence fluctuations in internation­
al inflation, it is important to ex­
amine both imported and do­
mestically produced commodi­
ties.ln the CPI they are nottaken 
into account separately, where­
as in the producer price indices 
(wholesale price index, basic 
price index for domestic supply 
and producer price index for 
manufactured products4) this 
distinction is made. 

Chart 2 shows that prices of 
domestic commodities already 
began to fall in the second half of 
1990. The domestic component 
of the basic price index for do­
mestic supply is still at a lower 
level than it was in autumn 1990, 
mainly because of the poor 
price developments for con­
struction and related materials. 
The construction sector is not, 
however, included in the whole­
sale price index, which re­
gained its autumn 1990 level at 
the end of last year. Wholesale 
prices have risen because of the 
tightening of indirect taxation, 
which does not affect the basic 
price index for domestic supply. 
On the other hand, the autumn 
1991 devaluation raised the 
prices of imported inputs. This, 
together with public sector 
measures, is probably the rea-
4 

The producer price index for manufac­
tured products describes develop­
ments in producer prices of products 
manufactured in Finland; taxes are not 
reflected in this index. The wholesale 
price index shows developments in 
purchase prices of products used in 
Finland inclusive of taxes by means of 
an index basket that includes agricul­
tural and forestry products in addition 
to manufactured products. The basic 
price index for domestic supply meas­
ures purchase prices of products used 
in Finland exclusive of taxes. This in­
dex includes construction in addition 
to manufactured, agricultural and for­
estry products. 

CHART 3. 

UNDERLYING INFLATION, PERCENTAGE 
CHANGE FROM CORRESPONDING MONTH 
OF PREVIOUS YEAR 

8 

6 

% 4 

2 

o 
1988 1989 1990 1991 1992 1993 

1. Consumer prices 
2. Indicator of underlying rate of inflation" 
3. 3-month moving average for indicator of underlying 

rate of inflation 

• Consumer price index, excl. effect of laxes, 
subsidies and housing-related capital costs 
(house prices plus mortgage interest payments) 

son for the distinct upturn in the 
domestic components of manu­
factured products and the 
wholesale price index in early 
1992. 

INFLATION IN '993 
During the first months of 

this year, the CPI has risen at an 
annual rate of just under 3 per 
cent. In April, the index rose by 
0.4 per cent from the previous 
month and the 12-month rate of 
change slowed to 2.6 per cent. 
In March, the indicator of the un­
derlying rate of inflation was still 
1.8 percentage points5 higher 
than a year earlier (Chart 3). As 
import prices have raised the 
price level by just over one per 
cent in the last twelve months, 
domestic 'private sector prices' 
have risen only slightly in the 
CPI. 

Wage inflation has remained 
subdued. Wage drift is likely to 
stay at last year's level, ie at 
about one per cent. Wage drift is 
quite significant in the export 

5 
In March. house prices and mortgage 
interest payments lowered the 12-
month change in the CPI by some 1.2 
percentage points while indirect taxes 
and subsidies increased it by some 2 
percentage pOints. 

industries, whereas in sectors 
manufacturing products for the 
domestic market and in the ser­
vice sectors it is negligible. In 
some sectors wage drift is nega­
tive. Even though indirect labour 
costs are rising, the rise in unit 
labour costs will remain modest 
this year. 

Developments in producer 
prices partly predict changes in 
the CPI. The rise in the prices of 
domestic commodities that has 
taken place during the spring 
(Chart 2) is probably a conse­
quence of the depreciation of 
the markka. The indirect effects 
of more expensive imported in­
puts have also begun to show 
up in producer prices of com­
modities manufactured in Fin­
land and they will show up in 
consumer prices a little later, 
most probably in early autumn. 

During the last few months, 
the 12-month rise in the indica­
tor of the underlying rate of infla­
tion has stayed atthe level of 1--2 
per cent. In July, the rate of in­
crease will accelerate consider­
ably. This is due to the fact that 
the effect of certain changes in 
subsidies that became effective 
at the beginning of 1992 and en­
tered the tax rate index in July 11 

Bulletin 6-7· 93 



TABLE 2. CONSUMER PRICES IN FINLAND, 1992-93 

1992 1993 

Consumer price index, 
annual percentage change 2.9 3 

Consumer price index, percentage points, 
December-to-December 2.3 31/4 
of which: 
- import prices ("passed-through") 13/4 2 
- indirect taxes and subsidies ("pressure") 21/2 11/2 
- house prices 
- mortgage interest payments 
- other 

12 

Memorandum items: 
Level of earnings 
Unit labour costs 

1992 will drop out of the 12-
month comparison. Indeed, it 
seems that the indicator under­
estimated underlying inflation in 
the second half of 1992 and for 
the same reason it will over­
estimate developments in the 
second half of the current year. 
There will also be some variation 
in consumer prices as a result 
of fluctuations in relative im­
port prices associated with ex­
change rate changes, even in 
circumstances where domesti­
cally-generated inflation will re­
main broadly unchanged. 

The depressed state of do­
mestic demand has suppress­
ed the passthrough of import 
prices and public sector meas­
ures into consumer prices. How­
ever, as companies' profit mar­
gins were exceptionally large in 
1990, their return to a more nor­
mal level does not require that 
the increase in import prices 
and indirect taxes be passed 
through in full into consumer 
prices. 

House prices are expected 
to continue falling, though at a 
considerably slower pace. In 
addition, mortgage interest 
payments have started to fall 
along with the decline in interest 
rates. Consumer prices are ex­
pected to rise by 3 per cent on 
average this year and perhaps 
by slightly more in the course of 
the year. The forecast develop­
ments are shown in Table 2. 
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-1 -1/2 
+ 1/4 -1/4 
-1 1/2 

1.8 
-2.9 1/4 

INFLATION IN 1994-95 
If the external value of the 

markka remains close to its 
present level, the rise in import 
prices in the period from the au­
tumn 1991 devaluation to the 
end of the current year will be of 
the order of some 20 per cent. 
The direct effect of this on con­
sumer prices is some 4 per cent. 
If inflation evolves in the current 
year as forecast in Table 2, the 
pressure related to the direct ef­
fects of past increases in import 
prices is unlikely to be shifted to 
1994 to any significant extent. 

The indirect effects of the 
rise in import prices will be grad­
ually reflected in the price level. 
Even if this is taken into account, 
import prices are hardly likely 
to generate any major inflation­
ary impulses in 1994-95. The 
planned VAT reform, on the oth­
er hand, would raise consumer 
prices by just over 11/2 percent­
age points in 1994, which would 
cause the rate of increase in 
consumer prices to accelerate 
to over 4 per cent. Nonetheless, 
'underlying inflation' - when the 
effect of changes in relative im­
port prices is also taken into 
account - would not signifi­
cantly exceed the 2 per cent 
level in 1994. 

The rise in the level of earn­
ings is likely to accelerate some­
what in 1994. This will increase 
price pressures to some extent. 
Companies' profit margins can 
also be expected to increase. 
On the other hand, the fall in in­
terest rates will boost compa-

nies' profitability and help to 
ease price pressures. 

There is nothing on the hori­
zon to suggest that the Finnish 
economy will recover to the ex­
tent that it would lead to a rapid 
increase in inflationary pres­
sures. The slump in domestic 
demand is so deep and the con­
sequent underutilization of ca­
pacity so extensive that pres­
sures for wage increases are 
likely to remain subdued for 
quite some time, unless the 
situation in the area of labour 
relations changes. A return to 
wage-wage competition would 
require a very rapid improve­
ment in the macroeconomic sit­
uation. If continuing-high unem­
ployment does not dampen the 
wage demands of those who still 
have jobs, the chances of re­
ducing unemployment will re­
main limited. In a polarized la­
bour market, differential wage 
developments are quite likely to 
be the outcome in the longer 
run. However, the overall room 
for pay increases will be limited 
by the fact that unemployment 
will raise indirect labour costs as 
a result of higher unemployment 
and pension insurance contri­
butions. 

Developments in productiv­
ity affect wage and price pres­
sures in many ways. If produc­
tivity improves sharply, demand 
for labour will grow only slightly. 
Wage pressures will remain low 
and there will be only minor in­
creases in unit labour costs. If in­
terest rates continue to fall, price 
pressures emanating from capi­
tal costs will decrease. 

In the light of the above, Fin­
land should have good chances 
to rebuild its economy in the 
coming years without the uncer­
tainties caused by accelerating 
inflation, high interest rates and 
fluctuations in exchange rates. 
In conditions of low price infla­
tion, even modest pay increases 
will reverse the decline in pur­
chasing power. 

7 June 1993 



ITEMS 

BANK OF FINLAND 
RETURNS BANKS' CASH 
RESERVE DEPOSITS 
The Bank of Finland decided 

to return the banks' cash reserve 
deposits on 1 June 1993. 

The current cash reserve 
agreement, which was conclud­
ed on 26 April 1990, has given 
rise to problems with the fall in in­
terest rates in recent months. 
Under the agreement, the Bank 
of Finland pays interest on cash 
reserve deposits at a rate which 
is 3 percentage points below 3-
month HEUBOR, but not less 
than 8 per cent. When short­
term money market rates moved 
below 8 per cent, the cash re­
serve system started to function 
in a way which was contrary to 
the original purpose of the ar­
rangement. 

The decision to return the 
cash reserve deposits does not 
signify any change in monetary 
policy stance. As before, the 
Bank of Finland will use money 
market operations to regulate 
the liquidity of the banking sys­
tem in line with monetary objec­
tives. 

Inthe spring, the Bankof Fin­
land had discussions with the 
banks aimed at replacing the 
current cash reserve agreement 
with a more efficient minimum 
reserve system under which no 
interest would be paid on the 
banks' deposits. These negotia­
tions did not, however, lead to an 
agreement. 

A Government bill providing 
for the amendment of the Regu­
lations for the Bank of Finland to 
this end is currently before Par­
liament. 

TE .. INATION OF 
TILL.MONEY CREDIT 
FACILITY 
The Bank of Finland has de­

cided to terminate its till-money 
credit agreements with the 
banks with effect from 30 June, 
when the till-money credits cur­
rently extended to the banks 
mature. 

The facility was introduced 
in 1980 with the aim of reducing 
the transportation of cash to and 
fro between the banks and the 
Bank of Finland. Today, the dis­
tribution of currency to the 
banks is handled predominantly 
through the regional currency 
distribution system. This has ra­
tionalized currency distribution 
operations and averted the 
need for the unnecessary trans­
portation of cash. Consequent­
ly, the till-money credit facility 
has lost its original meaning. 

PUBLICATION OF THE 
BANK OF FINLAND 
The following publication 

has appeared in series B:48: 
Markku Malkamaki, Essays on 
Conditional Pricing of Finnish 
Stocks, doctoral dissertation 
presented to the Faculty of Ac­
counting and Industrial Man­
agement of the University 
of Va as a, Helsinki 1993,168 pp. 
ISBN 951-686-353-1, ISSN 
0357-4776. 

This doctoral dissertation, 
consisting of four articles, ex­
amines the pricing of Finnish 
shares, using dynamic estima­
tion techniques, over the period 
1972-1989. The author finds 
that the Capital Asset Pricing 
Model (CAPM), the most widely 
used intheworld, is a useful tool 
to the investor in the Finnish 
stock market as well. Empirical 
findings to date, which have 
been based on share-specific 
estimation of (constant) risk 
over long periods of time, have 
generally resulted in a clear re-

jection of the model. Test results, 
however, are found to become 
favourable to the model when 
share-specific risk is modelled 
so as to allow for monthly vari­
ation in response to changes in 
the difference between share 
and market returns. The study 
also shows that the generally 
applied assumption of constant 
share-specific risk leads to loss 
of wealth when applied to the 
Finnish stock market. Dynamic 
risk estimates should be applied 
when programmes based on 
portfolio theory are used in the 
management of stock portfolios. 

The dissertation also exam­
ines the dependencies between 
the stock markets of Finland, 
Sweden, Germany, the United 
Kingdom and the United States. 
In the long term these markets 
tend to move in the same direc­
tion, which reduces the benefits 
of diversification in a stock port­
folio, assuming the investment 
horizon is long. For the short 
term, the Finnish stock market is 
predicted best on the basis of 
share returns in the German and 
UK markets. The Swedish stock 
market, in constrast to earlier 
claims, is not found to be very 
helpful in predicting the Finnish 
market. 

In the final article of the dis­
sertation, it is shown that about 
half of the predictability of vola­
tility in returns on Finnish shares 
is attributable to rational causes, 
ie to predictable changes in 
CAPM risk parameters. In prac­
tical terms, this means that the 

. Finnish stock market functions 
in a rational manner, despite the 
predictability of returns. On the 
other hand, the study shows that 
investors can benefit from the 
predictability of share returns to 
a greater extent in the Finnish 
stock market than, for example, 
in the US market. This result is 
not surprising given the fact that 
the US market is clearly more 
competitive than the Finnish 
market. 

13 
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES FROM 
JULY 1992 TO JUNE 1993 

1992 

JULY 
The system for regulating 
bank liquidity changes. The 
Bank of Finland decides to 
replace the existing call money 
facility by a new system for 
regulating the supply of bank 
liquidity with effect from 1 July. 
The new system differs from that 
applied hitherto in that deposit 
and borrowing rates are closer 
to market interest rates and 
move in line with changes in 
market rates. In addition, the 
Bank of Finland may, at its 
discretion, extend the maturity of 
liquidity credit from one day up 
to four weeks. 
Central banks of Finland 
and EC countries 
strengthen cooperation. The 
central banks of the European 
Communities and the Bank of 
Finland decide on 15 July to 
strengthen their monetary 
cooperation. The primary means 
of achieving this is a network of 
credits available whenever 
necessary to support the 
foreign exchange reserves. 

AUGUST 
Government offer of capital. 
Fifty-three savings banks and 
four commercial banks 
(Kansallis-Osake-Pankki, 
Postipankki, Skopbank and 
STS-Bank) accept, by 14 
August, the offer of capital made 
by the Government. The total 
amount of capital raised is FIM 
4.6 billion. 

SEPTEMBER 
Floating of the markka. On 8 

14 September, the Bank of Finland 
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decides to temporarily float the 
markka because of continuing 
pressure against the currency in 
the foreign exchange market. 
The decision is taken with the 
consent of the Govern-
ment in accordance with the 
Currency Act. 

OCTOBER 
Tax-exempt deposits. On 16 
October, the law on the tax relief 
of deposits and bonds is 
amended to grant tax-exempt 
status to 36-month fixed-rate 
deposits providing the interest 
rate on them is not more than the 
Bank of Finland's base rate less 
one percentage point and they 
are made between 1 September 
1992 and 31 December 1993. 
The tax-exempt status of 
24-month deposits is extended 
to apply to deposits made up to 
the end of 1994. 
Cash reserve requirement. 
The Bank of Finland raises the 
banks' cash reserve requirement 
from 3.7 per cent to 4.0 per cent 
of the cash reserve base at 
end-September. 
Termination of payments 
agreement. The payments 
agreement between Finland and 
Bulgaria is terminated on 16 
October. Immediately after this, 
the effecting of clearing 
payments is discontinued, the 
clearing accounts are closed 
and there is a changeover to the 
use of convertible currencies in 
trade between the two countries. 

NOVEMBER 
Amendment to the Currency 
Act. On 13 November, section 2 
of the Currency Act is amended 
so as to enable the Government, 

on the basis of a proposal of the 
Bank of Finland, to authorize the 
Bank to abandon the limits on 
the markka's range of fluctuation 
for an indefinite period. In 
addition, the Govemment can 
cancel such authorization, after 
taking into consideration the 
conditions prevailing in the 
money and foreign exchange 
markets. Prior to making the 
decision, the Govemment must 
request the opinion of the Bank 
of Finland on the matter. 
Decision to continue the 
floating of the markka. On 
13 November, the Government, 
in accordance with the 
amendment to the Currency Act, 
decides to authorize the Bank of 
Finland to continue the floating 
of the markka. 
Letter of intent between the 
Government Guarantee 
Fund and Kansallis-Osake­
Pankki. On 24 November, 
Kansallis-Osake-Pankki buys 
the majority shareholding in 
ST8-Bank Ltd from the STS 
Foundation. On the same date, 
the Government Guarantee 
Fund and Kansallis-Osake­
Pankki sign a letter of intent on 
the establishment of an asset 
management company ("bad 
bank") for the management of 
STS-Bank's bad loans. The 
agreement is conditional on the 
Act on the Government 
Guarantee Fund being amended 
to permit the establishment of 
such a company. 
Cash reserve requirement. 
The Bank of Finland raises the 
banks' cash reserve requirement 
from 4.0 per cent to 4.5 per cent 
of the cash reserve base at 
end-October. 
Till-money credits. The Bank 
of Finland revises the base 
amounts, the share of banks' 
till-money holdings which is not 



financed by the Bank of Finland 
under the till-money credit 
arrangement. The combined 
total of base amounts is raised 
to 20 per cent of currency in 
circulation with the public. The 
combined total of the banks' 
base amounts rises by FIM 597 
million and amounts to FIM 1 791 
million as from the last business 
day in November. 

DECEMBER 
Govemment offer of capital 
to banks. Two commercial 
banks (Union Bank of Finland 
and Okobank), 14 savings 
banks and 57 cooperative banks 
accept, by 16 December, the 
offer of capital made by the 
Government. The total amount 
of capital raised in this context if 
FIM 3.3 billion. 
Govemment Guarantee 
Fund grants support to 
Skopbank and the Savings 
Bank of Finland. The 
Government Guarantee Fund 
decides, on 22 December, to 
grant capital support totalling 
FIM 1.5 billion to Skopbank and, 
on 30 December, to grant capital 
support totalling FIM 4.7 billion 
to the Savings Bank of Finland. 
Cash reserve requirement. 
The Bank of Finland raises the 
banks' cash reserve requirement 
from 4.5 per cent to 5.0 per cent 
of the cash reserve base at 
end-November. 

1993 

JANUARY 
Base rate. The Parliamentary 
Supervisory Board lowers the 
Bank of Finland's base rate from 
9.5 per cent to 8.5 per cent with 
effect from 1 January. 
Cash reserve requirement. 
The Bank of Finland raises the 
banks' cash reserve requirement 
from 5.0 per cent to 5.5 per cent 
of the cash reserve base at 
end-December. 
Interest on cash reserve 
deposits. The Bank of Finland 
decides to lower the rate of 
interest paid on cash reserve 
deposits as from 1 January in 

accordance with the current 
cash reserve agreement. The 
new interest rate will be 3 
percentage points below 
three-month HELIBOR, however 
not less than 8 per cent. 
Swap agreement between 
the Nordic central banks. 
The Nordic central banks decide 
to revise and substantially 
enlarge their agreement on 
short-term currency support, 
which has been in force since 
1 January 1984. The revised 
agreement enters into force on 
1 January for an indefinite 
period. 
New legislation on foreign 
ownership. The 1939 
Restriction Act is repealed at the 
end of December, and new 
legislation lifting the restrictions 
on foreign ownership of Finnish 
companies enters into force on 
1 January. The new legislation 
also liberalizes the acquisition of 
real estate by foreigners. 

FEBRUARY 
Monetary policy. The Bank of 
Finland specifies the guidelines 
in accordance with which 
monetary policy will be 
conducted over the next few 
years. The aim is to stabilize the 
rate of inflation, measured by the 
annual rise in consumer prices, 
permanently at two per cent by 
1995. Inflation will be measured 
by the consumer price index; 
however, changes due to public 
charges, taxes and develop­
ments in housing prices will 
not be taken into account in 
monetary policy. 
Base rate. The Parliamentary 
Supervisory Board lowers the 
Bank of Finland's base rate from 
8.5 per cent to 7.5 per cent with 
effect from15 February. 
Finnish State guarantees 
banks' operations. On 23 
February, Parliament 
unanimously approves a 
resolution requiring the Finnish 
State to guarantee that Finnish 
banks meet their commitments 
under all circumstances. At the 
same time, Parliament 
undertakes to grant the 
Government whatever funds and 

powers might be necessary for 
this purpose. 

MARCH 
Organization of the Govern­
ment Guarantee Fund. The 
internal organization of the 
Government Guarantee Fund is 
changed on 11 March. The 
changes are designed to 
improve the Fund's prerequisites 
for providing bank support. The 
main changes are: (1) the board 
of management of the Fund 
comprises at most five 
members, at least one of whom 
represents the Ministry of 
Finance; the Parliamentary 
Supervisory Board of the Bank of 
Finland continues to function as 
the Fund's supervisory body and 
eg appoints the members of the 
board; (2) the Fund has a 
full-time manager and other 
necessary full-time staff; and (3) 
the Fund assists the Ministry of 
Finance in the preparation of 
decisions concerning the use of 
funds set aside for bank support 
in the state budget; the 
Government makes decisions 
on support measures. 

Base rate. The Parliamentary 
Supervisory Board lowers the 
Bank of Finland's base rate from 
7.5 per cent to 7.0 per cent with 
effect from 17 May. 
Cash reserve requirement. 
The Bank of Finland lowers the 
banks' cash reserve requirement 
from 5.5 per cent to 4.5 per cent 
of the cash reserve base at 
end-April. 
Maximum interest rate on 
transaction accounts. Under 
the amendment to the law on 
income and wealth taxation, the 
maximum annual rate of interest 
payable on tax-exempt 
transaction accounts is lowered 
from 4.5 per cent to 2.5 per cent 
with effect from 6 May. 

15 

Bulletin 6-7·93 



16 

JUNE 
Cash reserve requirement. 
The Bank of Finland lowers the 
banks' cash reserve requirement 
from 4.5 per cent to zero (0) per 
cent of the cash reserve base at 
end-May and returns the banks' 
cash reserve deposits on 1 June 
1993. 
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Termination of till-money 
credit facility. The Bank of 
Finland decides to terminate its 
till-money agreements with the 
banks with effect from 30 June, 
when the till-money credits 
currently extended to the banks 
mature. 





FINLAND IN BRIEF 

LAND, CLIMATE AND 
POPULATION 
Finland covers an area of more 

than 338 000 square kilometres. The 
total area is slowly increasing because 
of the steady uplift of the land since 
the last glacial era. The country shares 
frontiers with Sweden in the west, Nor­
way in the north and Russia in the east 
and has a coastline bordered by the 
Baltic Sea in the south and west. Agri­
cultural land accounts for 8 % of the 
total area, forest and other wooded 
land for 69 % and inland waters for 
10%. Located between latitudes 50' 
and 70' north, Finland has warm sum­
mers and cold winters. Helsinki on the 
south coast has an average maximum 
temperature of 22' C (72' F) in July and 
-4' C (25' F) in February. 

Finland has a population of 
5055700 (1 January 1993) and an aver­
age population density of 16.6 per 
square kilometre. The largest towns are 
Helsinki (Helsingfors), the capital, with 
502000 inhabitants, Espoo (Esbo) 
178850, Tampere (fammerfors) 
175300, Turku (Abo)160200 and Van­
taa (Vcmda) 159 300. 

There are two official languages: 
93.4 % of the population speaks Finn­
ish as its mother tongue and 5.9 % 
Swedish. There is a small Lapp popu­
lation in the north. Finnish is a member 
of the small Finno-Ugrian group of lan­
guages, which also includes Estonian 
and Hungarian. 

FORM OF 
GOVEIINMINT 
Finland is a parliamentary democ­

racy with a republican constitution. 
From the twelfth century to 1809 Fin­
land was part of the Kingdom of Swe­
den. In 1809, Finland was annexed to 
Russia as an autonomous Grand 
Duchy with the Tsar as Grand Duke. On 
6 December 1917 Finland declared her 
independence. The republican consti­
tution adopted in 1919 remains essen­
tially unchanged today. 

The legislative power of the coun­
try is exercised by Parliament and the 
President of the Republic. The su­
preme executive power is vested in the 
President, who is elected for a period 
of six years. The President for the cur­
rent term, 1 March 1988 to 1 March 
1994, is Dr Mauno Koivisto. 

Parliament, comprising 200 mem­
bers, is elected by universal suffrage 
for a period of four years. Following the 
parliamentary elections of 1991, the 
seats of the various parties in Parlia­
ment are distributed as follows: 

Centre Party 55; Social Demo­
cratic Party 48; National Coalition Party 
40; Left-Wing Alliance 19; Swedish Peo-

18 pie's Party 12; The Greens 10; Christian 
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League 8; Rural Party 7; and Liberal 
Party of Finland 1. 

Of the 17 ministerial posts in the 
present Government appointed in April 
1991, 8 are held by the Centre Party, 6 
by the National Coalition Party, 2 by the 
Swedish People's Party and 1 by the 
Christian League. The Prime Minister is 
Mr Esko Aho of the Centre Party. 

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

INTERNATIONAL 
RELATIONS 
Finland became a member of the 

BIS in 1930, the IMF in 1948, the IBRD 
in 1948, GATI in 1950, the UN in 1955, 
the Nordic Council in 1955, the IFC in 
1956, IDA in 1960, EFTA in 1961, the 
ADB in 1966, the DECO in 1969, the lOB 
in 1977, the AfDB in 1982, the MIGA in 
1988 and the Council of Europe in 
1989. 

Having abolished most quantita­
tive restrictions on foreign trade in 
1957, Finland first took part in Euro­
pean free trade arrangements under 
the auspices of EFTA in 1961. Imports 
from the USSR were also progressively 
freed from customs duties. Finland's 
free trade agreement with the EEC 
entered into force in 1974 and agree­
ments for the removal of trade barriers 
were concluded with several eastern 
European countries as well. In spring 
1992, Finland signed the agreement on 
the European Economic Area (EEA) 
between the member countries of EFTA 
and the European Community, and 
submitted her application for member­
ship of the European Community. Citi­
zens of the five Nordic countries, 
Denmark, Finland, Iceland, Norway 
and Sweden, have enjoyed a common 
labour market, a passport union and 
reciprocal social security benefits since 
the mid-1950s. 

Finland's development co-
operation programmes channel assis­
tance via international organizations 
and, bilaterally, to a number of African, 
Asian and Latin American countries. 

TMEECONOMY 
Output and employment. Of the 

gross domestic product of FIM 440 bil­
lion in basic values in 1991, 3 % was 
generated in agriculture and fishing, 
2 % in forestry, 21 % in industry, 8 % in 
construction, 10 % in trade, restaurants 
and hotels, 8 % in transport and com­
munications, 4 % in finance and insur­
ance, 22 % in other private services 
and 21 % by producers of government 
services. Of total employment of 2.3 
million persons in 1991, 8 % were 

engaged in primary production, 29 % 
in industry and construction and 63% 
in services. 

In 1991, expenditure on the gross 
domestic product in purchasers' values 
amounted to FIM 503 billion and was 
distributed as follows: net exports 
-0.6 % (exports 21.8 %, imports 
-22.4 %), gross fixed capital formation 
23 %, private consumption 55 % and 
government consumption 24 %. Fin­
land's gross tax ratio (gross taxes in 
relation to GOP) was 37 % and the net 
tax ratio (net taxes in relation to GOP) 
20 %, which is about the average for 
DECO countries. 

A/erage annual (compounded) 
growth of real GOP was 4.7 % in the 
period 1950-59, 5.0 % in 1960-59, 
3.7% in 1970-79, 3.7 % in 1980-89 and 
4.0 % in 1950-91. Finland's GOP per 
capita in 1991 was USD 
24800. 

Foreign trade. DECO countries 
absorb the bulk of Finnish merchan­
dise exports. In 1988-92, their share 
was, on average, 78.1 per cent, of 
which the share of EC countries was 
47.7 percentage points and that of 
EFTA countries 20.2 percentage points. 
Over the same period, Finland's 
exports to East European countries 
(including the Soviet Union) accounted 
for 14.4 per cent and the rest of the 
world for 9.6 per cent. The regional dis­
tribution of Finland's merchandise 
imports has been quite similar to that 
of exports. 

In 1992, the share of forest industry 
products in total merchandise exports 
was 38 %, the share of metal and engi­
neering products 43 % and the share 
of other goods 19 %. Raw materials 
and intermediate goods (inc!. crude oil) 
accounted for 62 % of merchandise 
imports, fuels for 4 %, investment 
goods for 14 % and consumption 
goods for 22 %. 

Forest resources. Finland has 
fairly abundant forest resources, but 
only limited amounts of other raw mate­
rials. The growing stock comprises 
1880 million cubic metres, of which 
45 % is pine, 37 % spruce and 18 % 
broad-leaved species, chiefly birch. 

The annual growth increment 
totals 79 million cubic metres and the 
total drain calculated on the basis of 
commercial fellings was 38 million 
cubic metres in 1992. 

Energy. In 1991, gross consump­
tion of primary energy amounted to 30 
Mtoe, of which industry accounted for 
44 %, heating for 22 %, transportation 
for 14 % and other purposes for 20 %. 
The sources of primary energy in 1991 
were as follows: oil 29 %, coal 12 %, 
nuclear power 15 %, hydro-electric 
power, peat and other indigenous 



sources 30 %, others 14 %. Compared 
internationally (1990), Finland's con­
sumption of 5.8 toe (OECD definition) 
per capita was 1.8 times higher than 
the average in European OECD coun­
tries. The self-sufficiency rate (includ­
ing nuclear power) in Finland was 
39 %, as compared with 60 % in west­
ern Europe on average. 

FINANCE AND BANKING 
Currency. Finland has had its own 

monetary system since 1865. The cur­
rency unit is the markka (plural: mark­
kaa), abbreviation FIM, which is divided 
into 100 pennia (singular: penni). From 
1 November 1977 to 7 June 1991 the 
external value of the markka was offi­
cially expressed in terms of a trade­
weighted currency index, which was 
permitted to fluctuate within a pre­
scribed range (from 30 November 1988 
the range was 6 percentage points). 
From 7 June 1991 to 7 September 1992, 
the markka was pegged to the Euro­
pean Currency Unit, the ECU. The fluc­
tuation margins and the midpoint were 
set so as to correspond to the fluctua­
tion margins and midpoint of the old 
currency index. The midpoint was first 
4.87580 (FIM/ECU). Owing to the 
devaluation of the markka on 15 
November 1991, the midpoint was 
increased to 5.55841 and the fluctua­
tion limits to 5.39166 and 5.72516. On 
8 September 1992, the Bank of Finland 
decided to temporarily abandon the 
limits of the fluctuation range and allow 
the markka to float. On 13 November 
1992, the Government, on the basis of 
the amended Currency Act, authorized 
the Bank of Finland to float the markka 
for an indefinite period. 

The Central Bank. The Bank of Fin­
land (Suomen Pankki - Finlands Bank), 
founded in 1811, operates under the 
supervision of the Parliamentary Super­
visory Board, the nine members of which 
are entrusted with overall supervision of 
the Bank and certain specific decisions 
such as fixing the Bank's base rate and 
the limits for other rates. The Governor 
and a maximum of five other Members 
of the Board of Management are 
appointed by the President of the 
Republic. The Board manages all affairs 
not expressly entrusted to the Parlia­
mentary Supervisory Board, including 
the terms of banks' central bank finance, 
open market operations, intervention in 
the foreign exchange market and deter­
mination of the external value of the cur­
rency within the fluctuation limits. The 
powers vested in the Bank and its inde­
pendence of the Government make the 
Bank of Finland one of the world's 
stronger central banks. In practice, the 
Bank liaises closely with the Govern­
ment, so as to coordinate economic pol­
icy. The Bank of Finland has a head 
office in Helsinki and 7 branch offices in 
other towns. 

Other banks (31 December 1992). 
Finland has three major groups of 
deposit banks with a total of about 2 700 
offices. There are three big commercial 
banks with national branch networks 
and ten smaller ones, two of which are 
foreign-owned. The commercial banks 
have a total of 29 foreign branches, sub­
sidiaries and associate banks and 31 
representative offices abroad. There are 
41 savings banks and 310 cooperative 
banks with their own extensive branch 
networks. In addition, foreign banks 
have three branches and eight repre­
sentative offices in Finland. 

Financial market. Of the total 
stock of FIM 776 billion in outstanding 
domestic credit at the end of 1991, 
62 % was provided by deposit banks 
3 % by private mortgage banks, 17 % 
by insurance companies, 4 % by other 
private credit institutions, 4 % by public 
financial institutions and 9 % by the 
state, local authorities and social 
security funds. There are no quantita­
tive restrictions or interest rate limita­
tions on lending. Regulation of bank 
lending rates was progressively 
relaxed earlier in the 1980s and finally 
abolished in 1986. 

In the money market, 75 % of the 
instruments, which totalled approxi­
mately FIM 158 billion at end-1992, 
were negotiable instruments such as 
bank certificates of deposit, commer­
cial paper, Treasury notes and local 
authority paper. Funds raised through 
bank trust departments and non-nego­
tiable bank debt instruments make up 
the bulk of non-negotiable instruments. 
In its open market operations, the Bank 
of Finland deals in bank certificates of 
deposit and also issues its own certifi­
cates of deposit. 

There are 63 listed companies on 
the Helsinki Stock Exchange, with a 
market capitalization value of FIM 64 
billion (at end-1992). Two foreign com­
panies are also quoted. Domestic 
bonds and debentures in circulation at 
end-1992 totalled FIM 162 billion; gov­
ernment bonds made up 27 % of the 
total. Turnover on the Stock Exchange 
in 1992 amounted to FIM 26 billion; the 
share of shares and subscription rights 
in the total was approximately 40 %. 
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1. THE BALANCE SHEET OF THE BANK OF FINLAND 
1 .1 THE BALANCE SHEET OF THE BANK OF FINLAND, 

MILL. FIM 
1992 1"3 

31D_ 7~ 14~ 21~ 31'" 

ASSEIS 
...... nd ......... CW'I'eI1CYd.l- 29517 32023 32308 30487 34608 
Gold 2180 2180 2180 2180 2180 
Speciol drawing rights 564 616 625 620 634 
IMF reserve tranche 1732 1806 1830 1817 1819 
Convertible currencies 25041 27421 27673 25870 29976 
Other ........ d ..... 4867 4930 4942 4937 5277 
Markko subscription to Finland's IMF quota 4464 4515 4515 4515 4862 
Term credit 404 415 427 422 415 
Clal __ R_nciallllllllluti_ 14595 9314 10370 11075 9700 
liquidity credits 1585 317 213 182 
Certificates of deposit 3930 2266 3289 4033 2836 
Securities with repurchase commitments 4408 2385 2523 2523 2523 
Term credits 100 
Till-money credits 2872 2747 2747 2747 2750 
Bonds 1462 1361 1361 1353 1353 
Other claims on financial institutions 238 238 238 238 238 
C .. I __ the pu ........... 2446 2639 2660 2660 2416 
Treasury notes and billis 20 20 20 
Loans to the Government Guarantee Fund 1000 1200 1200 1200 957 
Total coinage 1446 1439 1440 1440 1440 CIaI __ ........... _ 

1458 3468 3462 3454 3451 
Financing of domestic deliveries (KTR) 747 661 654 647 643 
Other claims on corporations 711 2807 2807 2807 2807 
Other ..... 10925 8447 8447 8446 7951 
Loans for stobilizing tire money morket 9474 8306 8306 8306 7806 
Accrued items 1298 
Other assets 153 141 141 140 145 
Cap ......... apendIIu ..... nd ..... .......................... ..., 
.. the_..., ........ 1700 1 700 1700 1700 1700 

ToIaII 65509 62520 63889 62759 65103 

UABlunu ............................ 101 272 272 189 198 
Convertible currencies lOT 272 272 189 198 
OIIIer ....... nl .......... 7764 5615 5630 5622 5969 
IMF markka accounts 4464 4515 4515 4515 4862 
Allocations of special drawing rights 1026 1099 1 114 1 106 1108 
Other foreign liabilities 2274 
N .... and coin In dnu .... _ 14508 13805 13680 13810 13870 
Notes 13209 12516 12392 12521 12576 
Coin 1299 1289 1289 1289 1293 
CerIIficaIws ........... 4880 13900 14170 13800 16190 
U .... IitIea .. R_"'llwlllwl"" 20000 15359 15284 15380 15185 
Coli money deposits 2135 759 685 781 3395 
Term deposits 4700 
Cash reserve deposits 13165 14599 14599 14599 11790 
Other liabilities to finClll1cial institutions 1 1 1 0 
LWtII ................. MCIOr 90 59 469 64 64 
Cheque accounts 72 3 413 9 9 
Deposits ofthe Government Guarantee Fund 18 56 56 55 55 
Other liabilities to the public sector 
U. ... I ..................... 3362 2458 2445 2438 2415 
Deposits for investment and ship purchase 3362 2458 2445 2438 2415 
Other Iiallilll .. 4399 158 153 152 153 
Accrued items 4242 
Other liabilities 156 158 153 152 153 
Valuallon _at and _rwea 4642 5130 6021 5540 5296 
CapItaI-.ta 5764 5764 5764 5764 5764 
Primary capital 5000 5000 5000 5000 5000 
Reserve fund 764 764 764 764 764 
Profit/loss for the acccunting year 

52 'IoIa1 65509 62520 63889 62759 65103 
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND, 
MILL.FIM 

...... ..... ... _. Pu.IIc_. 
p.~- --~----~----------------------~----~--~-------~~--~~~-

1988 
1989 
1990 
1991 
1"2 

1992 
May 
June 
July 
Aug. 
Sept. 
Oct. 
HOY. 
Dec. 

1"3 

..... SpecI.1 IMF c......... c.......... n... :::....... CHloe. N.. CI.I... U •• II- N .. 
................. 1.1e 1.1. c ...... - cI.l... clel... HI.. cI.l ... 
~..... In.c •• c~= --=-- c ....... ro:...rvr- - (7+8, (10-11' 

1 

2128 
2179 
2180 
2180 
2180 

2180 
2180 
2180 
2180 
2180 
2180 
2180 
2180 

2 

1 120 
966 
791 
932 
564 

1045 
1007 

942 
861 

1001 
1025 

552 
564 

3 

940 
950 
7B3 

1136 
1732 

1235 
1200 
1280 
1 195 
1328 
1360 
190B 
1732 

4 

24373 
1B 780 
33451 
29336 
24940 

27547 
26724 
27033 
1BB30 
22470 
29610 
33474 
24940 

(I +2+a+4, (5+6' 

• 
2B561 
22875 
37205 
335B4 
29416 

32007 
31111 
31435 
23066 
26979 
34175 
38114 
29416 

• 
945 

-564 
- BB2 

33 

17 
14 
B 
o 

-7 

7 8 9 10 " 12 

29506 1 117 30623 1 128 1 903 - 775 
22312 440 22752 11375325-4188 
36324 -364 35960 1314 1321 -7 
33 616 - 412 33204 1 375 3 1 372 
29 416 - 2 897 26 519 2 446 90 2 356 

32025 - 545 31 4BO 1 397 4 1 393 
31125 -53B 30587 2920 4 2916 
31443 -526 30917 2904 4 2900 
23 066 - 2 449 20 61 7 4 404 4 4 400 
26970- 11 206 15764 B 4BO 3B 8442 
34175-11797 2237B B507 51 8456 
3B 114 - 2 B5B 35 256 1 466 6 1 73 - 4 707 
29 416 - 2 897 26 519 2 446 90 2 356 

Jan. 2180 595 1 B29 
655 1972 
655 1974 
615 1842 
634 1 B19 

27247 
23778 
22521 
29986 
29778 

31851 
28585 
27330 
34623 
34411 

31852 
28585 
27330 
34624 
34410 

-661311912449 92 2357 
90 2031 

102 1 B52 
59 25BO 
64, 2352 

Felt. 2180 
March 2180 
april 2180 
May 2180 

-710 27875 2121 
- 716 26 614 1 954 
- 67B 33 946 2 639 
-692 33718 2416 

..... .. ...... cfl ...... I...... c ................ 
~1etI ~~ __ ~~~ __ ~~~~ ____ ~ ____ -=~ ----------

Tor. U ... I .. ..,. Cull nll-_ey Oth.. N.. CI.I.. SpecI.1 Net N_ Oat-

19. 
1989 
1990 
1"1 
1992 

1"2 
May 
Ju_ 
J.1y 
Aug. 
Sept. 
Oct. 
HOY. 
Dec. 

1"3 
~. 

F .... 
March 
april 
May 

cI.t.._........ ....... ......... dal__ clel_ I.... .......... cI.l.. .noI ... noIl •• 
........ 01......... .......... ......... fI .... 1 (la+l4+ __ .. • ........ (19+20' col... CIh ....... 
_.... ........... ............ ...... 1 ...... - 15+16+ ....... 1...... clrw- 1Iy1h .... .. ...... ,11_." 17) fI ••• cl..... I..... ..Fl ... ... 

13 
7187 

33230 
9411 

11882 
3738 

14 1. 
335 - 19039 

- 531 - 25 506 
-418 -17401 

- 2 206 - 10361 
- 550 - 13 165 

8562 -750 
10380 - 152 
14304 - 7507 
15914 - 13405 
13354 - B11 
5520 - 219 
9211 1875 
3738 - 550 

6804 
7448 
8069 
2688 
5359 

-3732 
- 690 

142 
- 815 

- 3 395 

- 9 851 
- 9 773 
- 9812 
- 9772 
- 9762 

- 10421 
- 11 900 
-13165 

- 14734 
- 14806 
- 14698 
- 14599 
- 11 790 

1. 
2920 
3310 
3427 
3528 
2872 

3709 
3483 
3654 
3534 
3450 
3432 
2778 
2872 

3023 
3511 
2994 
2747 
2750 

17 18 
3733 - 4 864 
2248 12751 
2317 - 2 664 
2003 4846 
1700 - 5 405 

1923 
1882 
1818 
1794 
175B 
1748 
1737 
1700 

1665 
1639 
1626 
1608 
1591 

3593 
5820 
2457 

- 1935 
79B9 

60 
3701 

- 5 405 

- 6 974 
- 2 898 
- 1867 
- 8371 
- 5 485 

19 20 
2823 - 6 579 
2000-10604 
1477 - 9 724 
1086 - 6 854 

747 -2651 

946 - 3 775 
904 - 4 022 
882 - 3 851 
861 -3527 
B32 - 3 412 
807 -3315 
787 - 3 238 
747 -2651 

728 - 2072 
710 - 1915 
686 - 1 808 
662 - 1744 
643 392 

21 
- 3 756 
-8604 
- 8247 
- 5 768 
-1904 

- 2 829 
- 3118 
- 2 969 
- 2 666 
-2580 
- 2 508 
- 2 451 
- 1904 

- 1 344 
-1205 
-1122 
-1082 

1035 

22 
11550 
13129 
14555 
14528 
14508 

13787 
13896 
13790 
13562 
13459 
13493 
14062 
14508 

14906 
13840 
13720 
13834 
13870 

'23 
1 130 

8880 
4880 

20600 
21790 
19350 
6930 

13720 
12540 
14885 
4880 

6710 
7220 

10270 
13490 
16190 

I Call money claims on deposit bonks, net, until 2 July 1992. 53 
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2. THE BANK OF FINLANDIS OPERATIONS IN THE MONEY AND 
FOREIGN EXCHANGE MARKETS AND THE BANKSI FORWARD 
EXCHANGE POSITION 

2.1 BANKS' LIQUIDITY POSITION 2.2 THE BANK OF FINLAND'S 
ATTHE BANK OF FINLAND, MILL. FIM CASH RESERVE SYSTEM 

A ........... Ca •• LI ....... 1Iy LI ........ '" In .... c..h .......... ........ .... 
... 11y • ..-y _ ...... ...... 1- perl ... ......... .. I.LFI. ..1-.... ................ .......... • eI· .. ................ . ............ 

(1.2) % ........ p ....... 
% 

1 2 3 1 2 3 
1988 621 127 494 1988 7.6 19039 7.38 
1989 416 369 47 1989 9.1 25506 7.00 
1990 806 132 674 1990 7.0 17401 8.73 
1991 881 985 -103 1991 4.0 10361 10.11 
1992 2103 437 1666 1992 5.0 13165 11.00 

1992 1992 
May 486 141 345 Jun. 3.7 9773 11.74 
June 715 45 669 July 3.7 9812 11.92 
July 3540 26 3514 Au .. 3.7 9772 13.09 
Au .. 8895 0 8894 Sept. 3.7 9762 14.43 
Sept. 3974 1687 2287 Oct. 4.0 10421 11.38 
Oct. 2191 876 1314 Nov. 4.5 11900 9.47 
Nov. 1512 296 1215 Dec. 5.0 13165 8.66 
Dec. 1 193 640 553 

1993 
1993 Jan. 5.5 14734 8.00 
Jan. 1511 594 917 Felt. 5.5 14806 8.00 
F .... 1305 23 1282 March 5.5 14698 8.00 
March 416 1008 -592 April 5.5 14599 8.00 
April 629 390 239 May 4.5 11790 8.00 
May 763 186 577 June 

I Call money credits and coli money position until 2 July 1992. 

2.3 THE BANK OF FINLAND'S MONEY MARKET TRANSACTIONS, MILL. FIM 

... rI .. P .... h .... .. ... ........ M..-y-al 
perl ... ... ...,. .. .....,. ...-y . ............ _ .... ....... ...... (1.2.a) 

1 ..... - I ......... I_Ii ....... -1 2 3 4 
1988 13840 19190 -16850 11500 
1989 131 110 3855 99245 28010 
1990 163326 26379 160797 -23850 
1991 109568 30380 81969 -2781 
1992 76230 137940 -49457 -12253 

1992 
May 6630 15240 1930 -10540 
June 8200 14860 -6600 -60 
July 11700 13300 -9798 8198 
Aug. 6520 7650 -14659 13529 
Sept. 4300 19920 -5930 -9690 
Oct. 1760 10740 -2060 -6920 
Nev. 8030 7570 -1980 2440 
Dec. 12070 5680 3040 3350 

1993 
Jan. 5490 5400 3890 -3800 
Fe ... 6500 8340 -260 -1580 
March 10470 12750 4660 -6940 
April 5870 11 310 8550 -13990 

S4 May 4250 21 140 -775 -16115 
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2.4 THE BANK OF FINLAND'S TRANSACTIONS IN CONVERTIBLE CURRENCIES, MILL. FIM 

1 ........... I •• h ................... _ .... -=.- c-I .-._" . 
DUrI:J ... ::... ..... '-rtl .......... ........ ........ 
..... 1. ..Ies 1 ........... = .. t-artl ..... .•. 

....... I. t-artl .. ntructs, ----.... ....ha ............ .et -, 2 3 4 5 

'99' 35120 -69940 -14820 12820 12260 
'992 20870 -70640 -1650 390 45060 

'992 
April 2960 -16650 -2790 1650 6040 
May 4690 500 -320 930 
Jun. 1480 -2380 2530 3390 5370 
July 470 -5790 1450 -1590 3760 
Aug. 110 - 17700 -6110 6350 3170 
Sept. -20880 -14860 11610 2800 
Oct. 5870 670 -2210 3510 
Nov. 4530 6190 -6610 13020 
Dec. -2990 5100 -5710 -1200 

'993 
Jan • -9390 -440 -580 12660 .... -8830 3600 -2000 7870 
March -7470 -3920 4030 2690 
April 3610 -3010 4510 -1650 10820 

2.5 FORWARD EXCHANGE MARKET, MILL.FIM ..... .. ..... t-artl ........ _wIth 
per ... 

D .................. ....... .. ... .. hIII".et ........ - ..... 1 ... ,_ (3+4+5' 
'-rtl .......... '-rtl .......... Net ..... hI..,.... ......,. ..... (1-2' , 2 3 4 5 6 

'988 16488 1543 14946 9086 -377 23654 
'989 10531 3563 6967 8031 205 15204 
'990 11609 4979 6631 10100 -6098 10633 

'99' 33004 36352 -3348 2550 8953 8155 
'992 39195 32939 6256 -11 197 7133 2192 

'992 
April 29812 27586 2227 -423 5815 7619 
May 29457 24458 4999 408 5531 10938 
Jun. 28942 28750 192 4412 807 5411 
July 27567 29494 -1927 4013 1328 3414 
Aug. 25399 34767 -9368 421 7933 -1014 
Sept. 34168 45232 -11 065 -9827 20158 -734 
Oct. 37048 38820 -1771 -10681 17921 5469 
Nov. 40986 35550 5436 -11623 11 617 5430 
Dec. 39195 32939 6256 -11 197 7133 2192 

'993 
Jan. 35125 32711 2414 -9056 6433 -209 
F .... 33968 32896 1072 -8308 2585 -4651 
March 33115 34059 -944 -10187 9815 -1316 
april 36298 33616 2682 -11158 7460 -1016 55 
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3. RATU OF INTIRUT 
3.1 MONEY MARKET RATES AND RATES APPLIED 

BYTHE BANK OF FINLAND, PERCENT 

A:;;:S:" I ............ .. ........ 1 .... .. ..,.. - nwnl.ht MELIllO. -....... - .... 
1 a 6 12 u::?~ Colli .... ..... _ntu ....... ....... .i!';: .... ..... .... 

I 2 3 4 5 6 7 8 
1988 8047 9.77 9.97 10.16 10.50 11.50 7.04 7.63 
1989 10.21 12.32 12.53 12.61 12.72 13040 4.00 7.67 
1990 10.57 13.63 13.99 14.16 14.39 15.00 4.00 8.50 
1991 14.89 13.64 13.07 12.69 12.53 15.48 4.00 8.50 
1992 13.32 13.49 13.27 13.08 12.96 14.90 7.41 9.17 

1992 
May 14.39 14.05 13.73 13.28 13.10 15.00 4.00 9.50 
JUII. 13.58 13.58 13.70 13.83 13.76 15.00 4.00 9.50 
July 13.47 13.45 13.96 14.19 14.07 14.37 12.13 9.50 
Aug. 15.02 15.25 15.09 14.97 14.69 16.84 14.65 9.50 
Sept_ 16.65 17.79 16.41 15.29 14.71 19.15 13.43 9.50 
Oct. 12.23 13.34 13.37 13.32 13.39 14.69 8.96 9.50 
Nev. 10.66 11.04 11.50 11.63 11.72 12.03 8.03 9.50 
Dec. 10.20 10.55 10.68 10.70 10.70 11.69 7.69 9.50 

1993 
Jail • 10.20 10.53 10.64 10.63 10.57 11.49 7.49 8.50 ..... 8047 9.16 9.19 9.22 9.30 10.34 6.34 8.00 
March 9.13 8.99 8.90 8.69 8.62 9.96 5.96 7.50 
april 8.93 8.85 8.73 8.57 8.44 9.85 5.85 7.50 
May 8.48 8.41 8.25 8.14 7.97 9.42 5.42 7.26 
I Call money credit rate until 2 July 1992. 

3.2 THE BANK OF FINLAND'S 3.3 WEIGHTED EURORATES 
LIQUIDITY FACILITY AND COMMERCIAL 

ECU INTEREST RATE, PERCENT 

,.. ..... ::s: ::s: Colli =z· ICU a CoI._ ..... 1 .. -.ey ........... leu 
FI ....... ·• 11-,:- ...... 

ten .... I ....... ..-.. ........ a_ ..... 
.... ,% ....... ~, I ..... -:. ... , II.,. ... I 2 3 

%-..... .... -:.1., 1988 6.9 6.0 6.9 
%-.. - 1989 9.3 8.4 9.3 

I 2 3 4 1990 10.5 9.1 lOA 

1992 1991 10.1 8.5 9.9 

July 13.37 July +1.00 7 -1.00 1992 lOA 7.8 10.6 

Aug. 15.84 Aug. +1.00 14 -2.00 1992 
Sept. 18.15 Sept. +1.00 14 -5.00 May 10.2 8.1 10.2 
Oct. 13.69 Oct. +1.00 7 -3.00 JUlie lOA 8.0 10.5 
NOY. 11.03 New. +1.00 7 -3.00 July 10.7 7.9 10.8 
Dec. 10.69 Dec. +1.00 7 -3.00 Aug. 10.9 8.0 11.1 

1993 Sept. 11.0 7.5 11.6 

Jan. 10049 Jail. +1.00 7 -3.00 Oct. 10.3 7.2 11.1 
F .... 9.34 F .... +1.00 7 -3.00 Nev. 9.9 7.3 10.4 
March 8.96 March +1.00 7 -3.00 Dec. 10.3 7.2 10.9 
Ap.11 8.85 april +1.00 7 -3.00 1993 
May 8.42 May +1.00 7 -3.00 Jail. 9.9 6.8 10.1 

12May 8.59 F .... 9.9 6.6 9.6 
21 May 8.37 March 9.3 6.4 9.2 
24 May 8.30 Ap.11 8.6 6.3 8.9 
28 May 7.87 May 7.9 6.1 7.9 
31 May 7.88 

S6 
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3.4 RATES OF INTEREST APPLIED BY BANKS, PERCENT 
A_ •• 
for 

Len"' •• ........................... r_ ...... n ..... 

:.e.;. N_ ......... A_ •• 24- M- OIlIer =-r :.r:r :-r ........ Ofwldch: ...... _Ih ... -
C ..... ....... ...... New ..... ee.- ...- - ::;::;: ................ 1 ...... . _.1 .. - • _ .. 1 .. - ;:..:-.:. . .. ..... _ .... r ......... 
.... :;-t" ch .... ..... cl •• .... ... ....... fund'n. "n .. l .. 

:::.. ... ...... ..... .. 
1-....1· 

1 2 3 4 5 6 7 8 9 10 " 12 
1988 10.22 12.27 10.50 10.72 9.88 9.74 8.00 3.75 5.24 9.80 6.20 
1989 12.97 13.47 11.58 12.07 10.56 10.40 7.50 4.50 5.67 11.92 7.37 
1990 13.24 15.62 13.33 13.85 11.84 11.61 7.50 4.50 6.43 13.55 8.41 
1991 13.63 15.88 13.40 13.84 12.08 11.80 7.50 4.50 7.10 13.22 8.97 
1992 14.04 15.86 13.32 13.75 12.46 12.13 7.50 8.50 4.50 7.41 12.84 9.14 

1992 
April 12.31 16.24 13.75 14.06 12.08 11.76 7.50 4.50 7.33 13.09 9.16 
May 15.34 15.59 13.82 14.22 12.50 12.21 7.50 4.50 7.42 12.95 9.12 
.Iun. 15.17 15.47 14.04 14.39 12.61 12.29 7.50 4.50 7.42 12.94 9.15 
.Iuly 15.96 16.19 14.06 14.56 12.63 12.29 7.50 4.50 7.55 12.94 9.26 
Aug. 16.21 16.56 14.33 14.81 12.81 12.52 7.50 4.50 7.71 13.64 9.68 
Sept. 16.56 16.94 14.52 15.00 13.01 12.72 7.50 8.50 4.50 7.80 14.39 10.03 
Oct. 16.70 16.29 13.76 14.29 12.87 12.43 7.50 8.50 4.50 7.66 13.11 9.41 
Mev. 14.18 15.74 13.10 13.47 12.70 12.26 7.50 8.50 4.50 7.41 12.26 8.99 
Dec. 12.63 14.99 11.64 11.98 12.34 11.93 7.50 8.50 4.50 7.06 11.78 8.62 

1993 
.I.n. 11.87 15.36 12.32 12.53 11.89 11.68 6.50 7.50 4.50 6.56 11.18 8.04 
F .... 12.07 14.78 11.34 11.68 11.33 11.15 5.50 6.50 4.50 6.05 10.51 7.53 
March 11.35 14.50 10.93 11.29 11.07 10.84 5.50 6.50 4.50 5.87 10.04 7.30 
April 10.82 14.23 10.29 10.60 10.89 10.62 5.50 6.50 4.50 5.74 9.72 7.11 

1 End of period. 

3.5 YIELDS ON BONDS AND DEBENTURES, PERCENT 

Perled ................ TaxaItIe I'nxahle Tmlfree 

--· ..... 2 Ih ........ FI ..... ........ -....... C-.:: c~~ 
3 • • .0 

yea ... yea ... yea ... yea ... 

1 2 3 4 5 6 
1988 10.7 10.8 10.6 10.6 7.8 
1989 12.2 12.0 12.1 11.9 8.1 
1990 13.7 13.5 13.2 13.3 9.2 
1991 12.3 12.2 11.9 

11.5 1 
12.6 10.0 

1992 13.1 13.0 12.1 13.8 9.9 

1992 
April 12.8 12.7 11.9 12.8 9.8 
May 13.0 12.9 11.8 13.0 9.8 
.Iune 13.3 13.2 12.2 14.2 10.2 
.Iuly 13.6 13.3 12.1 14.1 10.5 
Aug. 14.3 14.0 12.8 14.5 10.4 
Sept. 15.0 14.7 13.3 15.3 10.1 
Oct. 14.3 14.2 13.0 15.3 9.9 
Mev. 12.8 12.9 12.0 12.0 14.7 9.4 
Dec. 11.7 11.8 10.9 11.0 13.2 9.5 

1993 
.I ... 11.4 11.6 10.7 10.9 12.2 8.6 
Fe ... 10.5 10.7 9.9 10.3 12.1 8.0 
March 9.7 10.0 9.4 9.9 11.4 7.6 
April 9.6 10.0 9.3 9.8 11.0 7.8 

1 November and December only. 57 
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4. RATU OF EXCHANGE 
4.1 MIDDLE RATES, FIM 

A ....... N_ .....-. .......... ....... ........... 0.1 • Cepen. ..... Idwt ~ .. a-b z. ..... ...... 
...... Iy Yett: ...... aM .... .u.· ....... IU. I CAD I.ap IIIP 1111l I NOll I DIlIl ID_ INLa lal. leH. I ... 

1 2 3 4 • • 7 8 9 1. " 12 
1988 4.187 3.405 7.446 6.377 0.6829 0.6424 0.6220 2.3842 2.1185 0.11390 2.8631 0.7029 
1989 4.290 3.624 7.032 6.082 0.6654 0.6213 0.5869 2.2818 2.0226 0.10890 2.6243 0.6725 
1 ... 3.823 3.277 6.808 6.325 0.6459 0.6110 0.6181 2.3664 2.1002 0.11447 2.7576 0.7024 
1991 4.046 3.533 7.131 6.511 0.6684 0.6236 0.6322 2.4380 2.1634 0.11841 2.8208 0.7169 
1992 4.483 3.706 7.875 7.636 0.7714 0.7222 0.7444 2.8769 2.5552 0.13973 3.2000 0.8486 

1992 
May 4.402 3.672 7.975 7.256 0.7540 0.6962 0.7033 2.7162 2.4129 0.13196 2.9529 0.8079 
June 4.290 3.587 7.945 7.269 0.7544 0.6967 0.7069 2.7238 2.4178 0.13235 3.0051 0.8091 
July 4.077 3.420 7.824 7.292 0.7545 0.6966 0.7107 2.7356 2.4261 0.13279 3.0576 0.8106 
Au .. 3.985 3.350 7.734 7.289 0.7540 0.6962 0.7120 2.7462 2.4358 0.13328 3.0659 0.8096 
Sept. 4.439 3.635 8.209 8.066 0.8271 0.7653 0.7904 3.0602 2.7170 0.14848 3.4724 0.8993 
Oct. 4.695 3.771 7.791 8.340 0.8410 0.7774 0.8218 3.1725 2.8180 0.15398 3.5775 0.9350 
Nov. 5.048 3.982 7.714 8.394 0.8140 0.7805 0.8263 3.1812 2.8281 0.15465 3.5330 0.9404 
Dec. 5.136 4.034 7.969 8.570 0.7457 0.7710 0.8395 3.2477 2.8890 0.15784 3.6137 0.9526 

1993 
Jan. 5.419 4.242 8.304 8.863 0.7475 0.7885 0.8699 3.3561 2.9850 0.16307 3.6685 0.9899 
F .... 5.830 4.622 8.387 8.641 0.7747 0.8352 0.9247 3.5526 3.1565 0.17228 3.8416 1.0488 
March 5.972 4.790 8.716 8.810 0.7720 0.8527 0.9441 3.6258 3.2254 0.17604 3.9274 1.0673 
April 5.597 4.435 8.646 8.551 0.7519 0.8268 0.9131 3.5076 3.1212 0.17038 3.8346 1.0371 
May 5.479 4.317 8.493 8.321 0.7484 0.8067 0.8888 3.4137 3.0432 0.16604 3.7865 1.0126 

a-a· .... VI __ 
L ...... ..,... .......... 1 .. AIIIeu 1'1101 •• r.!lye Mel· ICU .a 

...... Iy ....... c.. .... 
•••• .... ....... IIIL IATI I Pli 

11_ 
IISP 18. 1111( IIPI' lAUD IXIU IDa 

13 14 1. 1. 17 18 19 2. 21 22 23 

1988 0.00322 0.3391 0.0291 0.0980 0.0359 0.03266 3.288 4.944 5.61826 
1989 0.00313 0.3242 0.0273 0.0758 0.0362 0.03116 3.398 4.719 5.49375 
1990 0.00319 0.3363 0.0268 0.0656 0.0375 0.02647 2.988 4.864 5.18345 
1991 0.00326 0.3464 0.0280 0.0684 0.0389 0.0224 0.03008 3.152. 5.003 5.53082 
1992 0.00364 0.4088 0.0332 0.0778 0.0438 0.0235 0.4060 0.03546 3.289 5.798 6.31247 

1992 
May 0.00361 0.3860 0.0326 0.0755 0.0434 0.0230 0.03369 3.328 5.581 6.11371 
June 0.00360 0.3869 0.0328 0.0752 0.0433 0.0224 0.03381 3.246 5.583 6.05642 
July 0.00361 0.3888 0.0323 0.0744 0.0430 0.0220 .. 0.03245 3.039 5.585 5.88609 
Au .. 0.00362 0.3901 0.0318 0.0739 0.0428 0.0220 .. 0.03155 2.890 5.582 5.80390 

. Sept. 0.00380 0.4346 0.0348 0.0819 0.0455 0.0244 .. 0.03620 3.208 6.092 6.46534 
Oct. 0.00358 0.4509 0.0356 0.0838 0.0446 0.0243 .. 0.03876 3.359 6.197 6.73373 
Nov. 0.00370 0.4522 0.0357 0.0840 0.0444 0.0244 .. 0.04075 3.483 6.247 7.00171 
Dec. 0.00364 0.4615 0.0362 0.0817 0.0455 0.0246 0.4060 0.04141 3.542 6.359 7.13363 

1993 
Jan. 0.00364 0.4771 0.0373 0.0849 0.0473 0.Q251 0.4195 0.04333 3.652 6.576 7.46369 ..... 0.00377 0.5049 0.0390 0.0898 0.0497 0.0267 0.4441 0.04824 3.970' 6.904 7.99711 
March 0.00375 0.5153 0.0392 0.0918 0.0507 0.0270 0.4532 0.05103 4.225 7.034 8.24353, 
April 0.00364 0.4985 0.0378 0.0886 0.0484 0.0256 0.4384 0.04982 3.985 6.830 7.90874 

58 May 0.00371 0.4851 0.0362 0.0868 0.0453 0.0250 0.4267 0.04970 3.826 6.672 7.76351 
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4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES 
AveNge ......... _I_ .. tIoeICU CWreIl."I ........ 1 .. 2=1 •• 
.. dally FIM/ICU Trade-.......... ...,..... ME8M ..... ""- ........ .,,1 ...... CWI'OIICJ' III .... 
H •• I ...... 

1 2 3 4 
1988 4.96108 102.0 101.7 104.7 
1989 4.73670 98.4 99.1 102.8 
1990 4.85697 97.3 96.8 97.3 
1991 5.00580 101.4 101.4 102.8 
1992 5.80140 116.4 115.7 117.3 

1992 
May 5.58167 112.7 112.2 113.6 
June 5.58600 112.6 111.4 112.8 
July 5.58744 111.9 109.6 110.3 
Au .. 5.58723 111.5 108.8 109.1 
Sept- 6.13433 122.6 120.0 120.8 
Oct. 6.22713 124.6 123.6 125.3 
New. 6.25533 125.2 126.2 129.2 
Dec. 6.36242 125.0 126.8 129.8 

1993 
J ••• 6.57212 128.9 131.3 134.7 ..... 6.89952 135.6 138.8 143.9 
March 7.03656 138.2 141.6 147.4 
April 6.83031 134.0 136.2 141.6 
May 6.67350 131.7 133.5 139.3 

59 

Bulletin 6--7·93 



5. OTHER DOMESTIC FINANCING 
5.1 BANK FUNDING FROM THE PUBLIC, MILL.FIM 

E •• " Chell·· TNu· TI •• 0tII •• .. rIdao ....... Tela' Other Tela. ........ ... ...... ......... ......... . ......... • ....... cy . ........ " .. '" .. ...... 
.'" ........ _ . ......... (S+6, (7+., ......... (1+2+3+4' 

1 2 3 4 5 6 7 8 9 
1988 25473 76958 121670 224102 4643 228745 28844 257589 
1989 28942 85396 125748 240085 7358 247444 35298 282742 
1990 30953 96176 124930 252058 6818 258876 38835 297711 
1991 33619 86442 122126 19615 261802 13151 274953 52760 327713 
'"2 34832 88526 114771 21218 259347 14626 273973 65557 339530 

'"2 
F .... 29417 86031 123652 18666 257767 12350 270117 56202 326319 
Manh 30899 87563 123296 18185 259943 11805 271 748 54436 326184 
april 30762 86090 124087 18119 259058 12665 271 722 59353 331076 
May 30791 84805 123555 17922 257073 11441 268514 60635 329148 
.Iune 33330 84552 122504 17714 258101 10418 268519 62836 331355 
.Iuly 32419 83953 122788 18003 257163 10665 267828 62293 330121 
Au. 33067 83283 122056 17976 256381 11525 267906 60054 327961 
Sept. 30779 82078 120918 18662 252436 15698 268134 61377 329510 
Oct. 34447 82734 119726 19659 256566 15429 271995 59666 331661 
Mev. 34675 82763 118536 19613 255587 14807 270394 61800 332194 
Dec. 34832 88526 114771 21218 259347 14626 273973 65557 339530 

'"3 
.Ian. 36386 90643 112861 21500 261390 15643 277 033 62732' 339766 
F .... 34514 90871 111873 21643 258901 16995 275896 67225 343122 

5.2 BANK LENDING TO THE PUBLIC, MILL. FIM 

..... c .... _ ....... ..... ....... ....... Tela • 
pont .. .--- .... .... ' ... '" -"Boy .. ..... ... .,.... _ . ... ... (4+5' ........... (1+2+3, 

1 2 3 4 5 6 

1988 11358 5920 234268 251545 50235 301 780 
1989 15270 5650 257768 278688 73176 351864 

'"0 19152 5777 260790 285720 103134 388853 

'"' 18037 4712 262859 285609 107714 393323 
1992 16045 3335 252163 271544 95168 366712 

1992 
F .... 17650 4099 262813 284563 105703 390266 
March 17215 3996 260983 282194 102701 384895 
april 17407 3927 259782 281116 101 104 382220 
May 17403 3916 259295 280613 99035 379649 
.Iune 17344 3899 257990 279234 96635 375869 
.Iuly 16959 3848 257777 278583 95334 373917 
Au. 17249 3719 256976 277944 92605 370550 
Sept. 17366 3610 256359 277 335 103654 380989 
Oct. 16738 3538 255133 275409 100976 376385 
Mev. 16545 3449 254411 274405 101 162 375567 
Dec. 16045 3335 252163 271544 95168 366712 

'"3 .Ian. 15948 3017 251227 270192 96543 366735 
510 ..... 16086 2944 251618 270647 97973 368621 
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5.3 MONEY SUPPLY AND MONETARY AGGREGATES, Mlll.FIM 

En .... Forel •• D_ ........ OtIoer pe.'." ..-. CI .... _ CIa ..... r.tal 110- M, M, M, - ......... 1 "'pal •• (2+3, net (1+4+., .-.... 
1 2 3 4 5 6 7 8 

1988 -40670 - 15 356 353681 338325 -63387 111259 234268 256947 
1989 -59049 -18691 408344 389653 -79084 124295 251519 272 603 
1"0 -82881 -19072 453720 434648 -85385 141524 266383 291045 
1"1 -86555 -6516 470852 464336 - 102 540 130644 275241 310924 
1992* -68099 81 439937 440018 -97909 134829 274011 310733 

1992-
april -83331 -4726 465590 460864 -104416 127554 273117 315983 
May -83053 -4327 463477 459151 -104706 126652 271391 311877 
June -75847 -2899 459867 456968 -108783 128496 272 338 314149 
luly -70776 -3718 457463 453745 -111703 127189 271 265 314330 
AutIo -65517 -1835 456178 454342 -118708 126771 270118 311644 
Sepl. -70526 4256 454777 459032 -122318 123157 266188 307307 
Oct. -66406 5737 451432 457170 -119914 128012 270850 313340 
Nov. -65532 -8253 448726 440473 -105066 128610 269875 312343 
Dec. -68099 81 439937 440018 -97909 134829 274011 310733 

1"3* 
Ian. -58784 -103 441263 441160 -106350 138722 276026 315321 
F .... -55354 -997 443883 442886 -114185 136779 273346 307399 
March -52886 -179 447110 446931 -123051 135990 270994 311305 
april .. 134025 268614 308393 

5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, Mill. FIM 

...... ................... _ ............ .. ...... --.. ........... r.tal ..... c.Io 
per.od ...... 1 _ .... .... 

Bon. Other ...... r.ta. ..... ... OIlIer rr-. r.taI ...... 1"= .. ..... - (1+2+3, ...... 1_ •. ..... (.+6+7) . ... .... ~. to_ . ... ... .. ....... ..,. 1'_' •. .. I .. (4+., 
Iu ... ..... ..... 

1 2 3 4 5 6 7 8 9 10 " 1988 20202 1804 4273 26279 24243 5272 2290 31805 58084 41011 15858 
1989 18505 852 3429 22786 24126 5750 250 30126 52912 43499 21248 
1990 20917 732 3144 24793 23982 8263 32245 57038 48121 23114 
1"1 38703 2437 2506 43646 31018 12208 5180 48406 92052 55165 15956 
1992 100244 3669 2474 106387 40578 13555 14762 68895 175282 63517 19781 

1992 
april 53972 2837 2383 59192 32814 11614 7257 51685 110877 58103 17029 
May 55006 2861 2376 60243 33881 11460 8257 53 598 113 841 58649 21068 
June 60146 3099 2166 65411 34316 11460 10384 56160 121571 59244 20284 
July 63957 3063 1641 68661 35193 11460 10658 57311 125972 59810 22293 
Aug. 66790 3050 1630 71470 34862 11460 11901 58 223 129 693 60172 20510 
Sepl. 79848 3579 2209 85636 36152 11460 12193 59 805 145 441 60940 21269 
Oct. 84008 3599 2549 90156 37427 11460 14533 63420 153576 61672 22952 
Nov. 85971 3704 2599 92274 38928 11460 14716 65104157378 61743 22448 
Dec. 100244 3669 2474 106387 40578 13555 14762 68895 175282 63517 19781 

1993 
Ian. 116428 7343 2607 126378 41597 13555 16900 72 052 198 430 55762 22958 ..... 130937 8155 4440 143532 44537 13598 20397 78 532 222 064 56236 16444 
March 135192 8185 4422 147799 47824 13593 22315 83732 231531 57126 39402 
April 139909 7834 4221 151964 49146 12897 22570 84613236577 .. 45211 511 
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5.5 MARKKA BOND MARKET 
A) ISSUES, MILL. FIM 

De.I •• By ...... By.,... ... _n I'11III1 
pe.lod 'I +2+2+4+5, 

Coope- PI_I.I ~ . ....... Oth ... ..... lcl_ PrInte = .... - 1_'-1 ... .-rn_" ._ ... _ p ....... ,6+7+., 

,,",",""'e ......... 
1 2 3 4 5 6 7 8 9 

1988 3027 8418 6889 268 61 7861 6522 4280 18663 
1989 4204 11 022 5717 233 13 11 146 2997 7046 21 189 
199O 4640 17891 4420 490 1007 17234 607 10607 28447 
1991 7277 25737 11073 1320 30160 15247 45407 
1992- 6984 15122 12965 2674 4 23936 13812 37749 

1992-
April 53 1318 570 4 144 1801 1945 
May 1087 598 3724 121 4565 966 5531 
June 1242 726 215 42 1071 1 154 2225 
July 399 10 86 50 445 495 
Au. 18 1445 175 20 1620 38 1657 
Sept. 2 964 190 77 231 1002 1233 
Oct. 1371 692 2966 208 3307 1930 5237 
Nov. 140 1556 430 120 1996 250 2246 
Dec. 1065 4559 600 2178 4046 6224 

1993· 
Jan. 624 747 1766 276 2473 940 3412 
F.Ia. 471 1 178 3480 283 4760 652 5412 
Marcia 871 944 3944 656 13 5278 1 149 6427 
April 504 230 1835 89 2148 509 2658 

B) STOCK, MILL. FIM 

....... By ...... By.,.... ...... I'11III' ......... 'I +2+2+4+5' 
Coope- FI .... Ie. C-. ....... CHloe .. .. ... Ie ....... lira- = _ I ... ............. _n_.-... _ p ....... ,6+7+., 

""'"'" .... Tndree 

1 2 3 4 5 6 7 8 9 

1988 19195 42892 28953 1413 292 32028 30054 30663 92745 
1989 21463 50216 29381 1555 290 41 162 27742 34001 102906 
199O 23522 59756 28812 1756 1298 52273 22970 39902 115145 
1991 26632 76701 35195 2766 3726 76346 18096 50578 145020 
1992- 26617 82319 44005 5237 3358 89534 13917 58085 161536 

1992-
I 26650 77 864 36796 3555 3724 80892 15977 51720 148589 
II 26383 80295 37744 4306 3721 83427 15314 53707 152449 
III 26079 80658 39579 4457 3720 86058 14329 54106 154493 
IV 26617 82319 44005 5237 3358 89534 13917 58085 161536 

1993-
I 27751 82188 51244 6092 3029 98524 12097 59683 170304 

512 
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C) TURNOVER, MILL. FIM 

.... l:J ............ a.-....... 1'11..,. ........ ·_ ..... 1_1 • 
per .... _- ..... h_ ..................... 

P .... - ....... ..... 
tre ..... ............ ........ 
II"··'" ... 1 ... 

1 2 3 4 5 
1988 .. .. 
1989 6500 9660 
199. 5401 6058 
1991 3343 29134 
1992 18221 58594 10744 12156 13354 

1992 
May 360 1618 
June 846 1848 
July 859 2604 
Aug. 3756 5058 3574 2130 1798 
Sept. 3272 7360 2930 2566 2218 
Oct. 1918 8934 1600 2059 3171 
Now. 1481 8642 1270 2469 3201 
Dec. 1460 8073 1370 2932 2966 

1993 
Jan. 2566 10760 2350 3889 4923 ..... 2762 14290 2690 4909 7933 
March 3760 15481 3400 5482 8300 
April 2073 12289 1840 4409 7048 
May 2165 14069 2114 4977 8328 

5.6 HELSINKI STOCK EXCHANGE 

a ... Z· • h .......... ' •• _',.111 .... 
..... 1 
.~ HII:I ..... '_ .... I."=I ... ' .ha ... ...... ~I ....... .... . ... 

All. 1Iy ........ lp 1Iy1 ... .....,. ..... .. ...... ...... '-p • ..... 
I ..... ... N_ • ...... 1_ .. .. ... tl •• ............ .... .... ....... Ofwhl.h • rI ..... ......... fl ..... . ... I·a 

1- ...... .... 1 c-. 
.. e .. I .... · .... .1_ • . .... -a!· ...... . -I .. 

1 2 3 4 5 6 7 8 9 1. " 12 
1988 1692 1727 1473 1825 1371 1705 1591 1629 2013 31734 5718 37452 
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536 
199. 1330 1322 1393 1260 1 182 1374 1435 1281 1472 15521 4550 20071 
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7655 
1992 772 759 868 425 467 942 1 123 1206 890 10277 15377 25654 

1992 
May 849 838 929 542 538 1014 1202 1317 950 674 104 778 
Jane 788 776 877 411 474 972 1182 1298 904 606 511 1 118 
Jaly 722 710 811 345 425 901 1082 1210 835 406 902 1308 
Aug. 639 628 719 286 343 803 969 1 120 728 313 898 1211 

SePt· 576 564 667 205 250 750 944 1085 653 614 1449 2062 
Oct. 651 637 747 227 289 852 1017 1 184 791 1233 2208 3441 
Now. 809 796 905 344 429 1033 1 184 1311 1012 1474 2562 4037 
Dec. 845 829 959 329 424 1096 1203 1296 1127 2521 6543 9064 

1993 
Jan. 875 314 422 1 143 1158 1331 1214 1803 4114 5917 
Fa. 913 348 449 1187 1246 1378 1250 2268 4461 6730 
March 994 429 483 1295 1437 1417 1371 3019 5354 8374 
April 1091 464 551 1419 1478 1566 1535 3019 3260 6279 
May 1200 575 602 1542 1637 1748 1644 4451 4805 9257 

I During period. 513 
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514 

6. BALANCE OF PAYMENTS, FOREIGN LIARILITIESAND ASSETS 
6.1 CURRENT ACCOUNT, Mlll.FIM 

D ... I:J Expo .... Ira .. • TraweI OIlIer ...... _ ~ 1_ Ira .. • c......... I ........ Ira... '-I Other 
... " of ..... .....1 ........................ of5 ..... _at ......... _u" of ........... .. .... -e:-- ......... ..... .... _I.. I __ ... er .... 1 .... r ............. dI. ... 

(2+3+4, ...... _ 1_ (6+7+8, c tun_ ...... 1. 
(1+5, tun 

1 2 3 4 5 6 7 8 • 10 " 12 13 

1988 91313 7026 4280 6132 17438 108750 9377 4415 122543 91232 3338 7907 7390 
I'" 98265 7662 4497 6277 18436 116701 10212 3652 130565 104400 3869 8969 8759 
IHO 99750 8347 4650 6081 19077 118827 12739 4461 136027 101967 4363 10766 9503 
1991° 91100 7508 5044 5636 18189 109289 10003 5120 124412 86348 3974 11089 11011 
1992° 105627 8134 6087 7735 21956 127583 6994 5640 140217 93478 4173 10962 13325 

IHO 
IV 26010 2078 1188 1728 4994 31004 3642 1130 35776 26765 1277 2760 2974 

1991" 
I 21947 1759 915 1462 4136 26084 3022 1242 30348 22015 968 2592 2833 
II 21204 1850 1256 1282 4389 25593 2376 1323 29293 20895 1019 2583 2599 
III 22749 2030 1629 1274 4932 27681 2557 1233 31471 20526 1020 2899 2439 
IV 25199 1869 1244 1618 4731 29931 2047 1322 33300 22912 967 3014 3139 

1992-
I 24736 1836 1159 1791 4786 29522 2494 1329 33345 22760 1000 2725 3427 
II 26404 2045 1492 1782 5319 31723 1484 1332 34539 24239 1033 2813 3027 
III 24774 2253 1957 1873 6083 30857 1405 1427 33689 20736 1069 2853 3223 
IV 29713 2000 1479 2290 5769 35482 1611 1552 38645 25743 1071 2571 3648 

1993" 
I 30844 2007 1211 2502 5720 36564 2098 1597 40259 25569 1018 2198 4195 

................ I ........ I ....... Ira_ CwnBI Ira_ Ira .. • TraweI 

........ ........ 1. of .......... IId_ .. _ .. ~.. (3.12, 
OIlIer ............. I ....... lrau· eu ........ ...... __ .............. _ ... 

1990 

_. ......... ....er ......... (1.10, (2.11' ..... .......... - ..... (4-13, (20+21 ....... 1._. .... (24+2' 
+22, _ ... ......... +26)= 

(11+12 ........ tun ........ (15+1. 
+13' (10+14, .... +17) 

14 15 

18634 109866 
21596 125996 
24632 126599 
26074 112421 
28459 121938 

16 17 

17033 6975 
21882 7561 
26973 8967 
28674 10013 
30763 10 292 

18 1. 

133874 80 
155439 - 6134 
162540 - 2 218 
151108 4752 
162994 12149 

........ (7.1.'." (".111, 
(1"+23, (8.17) 

20 21 22 23 24 25 26 27 

3689-3627-1258 -1196-1116 -7656 -2560-11331 
3793-4471-2482 -3160-9294 -11670 -3910-24874 
3984-6117-3422 -5555-7772 -14234 -4506-26513 
3534-6044-5374 -7885-3132 -18671 -4893-26696 
3 961 - 4 875 - 5 590 - 6 503 5 646 - 23 770 - 4 653 - 22 777 

IV 7011 33776 7141 2289 43206 -755 801-1572-1246 -2017-2772 -3499 -1159 -7430 

1991-
I 6394 28408 7642 2973 39023 -67 791 -1677 -1371 -2257 -2325 -4620 -1731 -8676 
II 6201 27096 7805 2161 37063 309 831-1326-1317 -1812-1503 -5429 -838 -7771 
III 635826884 67162190 35790 22231010-1270-1165 -1425 797 -4159 -957 -4319 
IV 7121 30033 6510 2689 39232 2288 902-1770-1521 -2389 -102 -4463 -1367 -5931 

1992° 
I 715229912 83573167 41437 1975 836-1566-1636 -2366 -391 -5864 -1837 -8092 
II 6872 31111 76612418 41190 21661012-1320-1245 -1553 612 -6177 -1086 -6651 
III 714527881 69142421 37215 40381184 -896-1350 -10622976 -5508 -994 -3526 
IV 7290 33034 78312288 43152 3970 929-1092-1359 -1521 2448 -6220 -736 -4508 

1993° 
I 741232981103263167 46475 5275 989 -988-1693 -1692 3583 -8228 -1570 -6216 
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6.2 CAPITAL ACCOUNTl, MILL. FIM 

D.rllIII ..................... p .... bpom ............. pl ... ...... ..... 
..... 1 ... :;L • ....... 

DI_ ........ 1. ...... 0lIl •• ,..... D._ ........ 1 ....... 0lIl •• ,.... . 
I ....... 1- ...... (1+2 I- I ....... • •••• (6+7 

_ ... 
_ .. I. _ .... .... +3+4, ..... ..... .... +0+., ,5.'0, 
• 1 ...... ........ ........ .. ..... . ...... ... .... 

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

1988 2218 14355 3062 85 19720 10919 1248 3931 292 16390 3331 -8001 
1989 2095 14756 8608 79 25538 13327 180 5323 273 19103 6435 -18439 
1990 3010 22656 19674 169 45509 12471 577 -499 294 12843 32666 6153 
1991* - 997 37285 14883 521 51692 4303 -372 815 101 4847 46846 20149 
1992- 807 36618 5951 -233 43143 4369 221 3472 304 8366 34777 12000 

199. 
IV 2024 6330 3261 103 11718 5054 416 - 1348 128 4250 7468 38 

199 .. 
I 116 7883 3994 - 258 11735 1199 -16 33 165 1380 10355 1679 
II 99 16050 4888 481 21518 1171 - 433 556 -19 1275 20243 12472 
III - 435 10416 2747 - 32 12697 1330 434 - 521 -2 1242 11455 7136 
IV -777 2937 3253 330 5743 603 - 356 747 - 44 950 4793 -1138 

1992-
I 464 4023 -160 263 4590 1613 182 615 273 2683 1907 -6185 
II 35 12934 428 -321 13076 156 1142 123 187 1608 11468 4817 
III - 49 5306 726 139 6122 1018 -968 1121 182 1353 4770 1243 
IV 357 14354 4957 - 314 19354 1582 -134 1612 - 337 2722 16632 12124 

1993-
I 151 16270 9232 - 384 25269 1497 2915 - 692 -106 3614 21655 15439 

::J:J .............................. ....-. ..... - ..... p .... ........ ...... ......... 1 c ..... 
••• .... ........ I ......... 

8INtIto , ..... 0III0r ,....1 8INtIto , ..... 0III0r ,...., _ ... ........ -'- ....... .... ....... .. -. ('3+'4 .... ....... ... ... ('7+'0 ..... -_ .. - .. ..... 
.p"" .... +'5, .p .... .... +,., ('6-20 _. ......... 
I ........ .. ...... ==- ..p ... 1 +2', ....... -..... ('2+0, .......... ......... ...... ... .... 

13 14 IS 16 17 18 19 2. 21 22 23 24 
1988 10950 - 399 -811 9740 2331 644 1995 4971 3415 8183 183 - 183 
1989 4285 1627 3679 9592 1462 475 710 2647 5533 12478 - 5 961 5961 
1990 16258 1119 - 1 357 16020 - 2 290 - 1 254 1244 -2300 -9381 8939 15092 -15092 
1991- - 13133 817 -1301 -13617 6261 981 3285 10527 -2410 - 26 553 - 6404 6404 
1992* -28310 8198 10454 - 9659 - 567 4232 6593 10258 -1332 - 21249 -9249 9249 

199. 
IV - 11196 -6 - 1 088 - 12 290 - 13 404 -34 -467 -13905 - 241 1374 1412 -1412 

1991-
I 18038 - 1035 2367 19370 22472 - 618 3978 25831 1680 -4781 -3102 3102 
II -10815 3 -605 -11416 515 - 482 1970 2003 -1274 - 14693 -2221 2221 
III - 16261 392 - 583 - 16453 - 3091 1049 1869 -174 2237 - 14042 - 6 905 6905 
IV -4094 1456 - 2481 - 5 118 - 13 635 1033 - 4 531 - 17 133 - 5 053 6962 5824 - 5824 

1992-
I -2010 306 3490 1786 - 4134 975 1723 -1435 1323 4543 -1641 1641 
II - 9527 4056 416 - 5056 -1612 1192 -3403 - 3 823 - 4 634 -5866 -1049 1049 
III -11092 1537 12295 2740 6064 305 176 6545 - 3 603 -7409 -6165 6165 
IV -5681 2299 - 5 747 - 9129 - 885 1761 8096 8972 5583 -12518 - 394 394 

1993-
I - 3922 265 - 5922 - 9 579 18341 1376 -1256 18461 6907 - 21 133 -5694 5694 

, Capital account data are based on surveys as from the beginning of 1991. The resulting figures conform more closely to the IMF's 
recommendations. S15 
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, MILL. FIM 

In .... Lo ...... _II .... I ..... Lon.-.. _ ...... La-.-
petI ... --Dlrod ........ Loa .. OlIo ... ~I Direct ........ Loa .. Other ~I ..... , 

1- foil. 1 ... - ,1+2+ 1-- foil. .... - (6+7+ not _tl. 1-- -- +4) .... 1-- -- 8+9) (5-10) 
FI.lnn" ._1. eapltal . ....... .... eapltal 

1PIn1 .... ..-.. 
I 2 3 4 5 6 7 8 9 10 II 

1988 12673 68957 33117 915 115662 24199 8223 19417 2484 54323 61339 
1989 16093 82313 40110 994 139510 33234 7680 24572 2757 68243 71267 
1990 18651 98399 51 744 4630 173424 43931 7184 25595 5487 82196 91228 
1991- 1 7 443 143 668 75794 4492 241398 53285 7451 27612 6161 94 509 146 889 
1992- 18 250 209 627 94948 5277 328101 65840 9050 33754 7649 116293 211 808 

1990 
IV 18651 98399 51 744 4630 173424 43931 7184 25595 5487 82196 91228 

1991-
I 18714 110275 60239 3411 192639 45383 7333 25798 5914 84428 108211 
II 18760 126771 66420 3916 215867 46808 6945 26813 6061 86 628 129 239 
III 18 273 132 480 68747 3922 223422 48391 7414 25747 5934 87486 135935 
IV 1 7 443 143 668 75794 4492 241398 53285 7451 27612 6161 94 509 146 889 

1992-
I 17907 150914 77 893 4810 251 524 54898 7922 28885 6738 98,444 153080 
II 17942 160361 761514427 258880 55054 9110 27736 6648 98 548 160 333 
III 17893183761 85221 5039 291913 64258 8553 30709 7397 110917 180996 
IV 18 250 209 627 94948 5277 328101 65840 9050 33754 7649 116293 211 808 

1993-
I 18401 252938 114726 5277 391342 73981 12295 35310 8323 129 909 261 433 

...... ... ~II •• II ..... ..._ ...... ........ .... , .ot .otl.-......... - ... 1_ ....... .. n"" ........ 'haole OlIo ... ~I ............... 'IraoIo OlIo ... ~I ..... 1- (II+U) -_ ...... 
FI ... n .... _ ............ _- (12+13 .......... _ ....... ~ (17+18 ...... .. .... - ........ _ .. 
~ 1 .... 1- _ +14+15) ~...... .._ +l9+20).ot ...... ........ 1-- ....... 11 •• 11- _.. ...... (16-21) .. - ..... 1. 
11 .... 1- ...... r- I .................. ..... 1- ........ ..... ...... ...... ....... _ .. 

•• n'" ...... _at ........ 
12 13 14 15 16 17 18 19 20 21 22 23 24 25 

1988 3341 83828 11070 9039 107278 32037 32108 16041 4789 84975 22303 83642 7933 6.5 
1989 3558 88751 12697 12883 117889 25113 33569 16516 5666 80864 37024 108291 10453 8.0 
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 13130 9.7 
1991- 3149 100837 14233 14703 132921 35922 36 727 15 940 10 545 99 134 33787 180675 ,15734 12.7 
1992- 7 849 86 895 22 549 22 254 139546 33966 43534 2122916698115427 24119 235926 20170 14.4 

1990 
IV 3922 106548 13466 13864 137801 39506 2719014372 6608 87676 50125 141353 3223 9.0 

1991-
I 3399 127305 12323 17232 160259 37748 48792 13824 11 336 111 700 48559 156770 3886 12.8 
II 2889 117 997 12318 17498 150702 36023 50406 1336213721113513 37189 166429 4695 16.0 
III 2826 100908 12710 16703 133147 29006 47064 1441615121105606 27541 163477 3424 10.9 
IV 3149100837 14233 14703 132921 35922 36727 15940 10545 99134 33787 180675 3729 11.2 

1992-
I 3185 102919 14506 18439 139048 35429 32960 1708012765 98234 40814 193894 4964 14.9 
II 3242 91661 18587 18157 131646 33516 32786 18221 8932 93455 38192 198524 5277 15.3 
III 14067 888982014721248 144360 29484 43316 19015 9585 101 400 42959 223956 4608 13.7 
IV 7 849 86 895 22 549 22 254 139546 33966 43534 21 229 16698 115 427 24119 235926 5320 13.8 

1993-
S16 I 5836 88 666 22 791 19 607 136901 31998 63 292 23 282 16 337 134 909 1992 263425 7328 18.2 
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6.4 FINLAND'S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, MILL. FIM ...... 1.0 .................... 
1.0 ••• __ La-.' 

pe .... Ie •• 
Cor- ... Ira OllIe • C ...... Other ,..... en .. ... Ira OllIe. C-. OllIe. ,.... • ..... 1 •• ......... R ....... .-•• (1+2+ ......... fl ••• d •• .-n' (7+0+9 itl ...... ...... ......... .... 3+4+5) ...... I ....... ... t +10+11) (6.12) 

t'_ ti_ 

1 2 3 4 5 6 7 8 9 10 " 12 13 

1988 46471 27427 14339 26926 499 115662 25093 21607 3573 3101 949 54323 61339 
1989 58009 40199 17665 23063 574 139510 34828 26048 2313 3517 1537 68243 71267 
1990 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228 
1991- 79217 69460 35623 56377 721 241398 57223 27619 2121 4752 2794 94 509 146 889 
1992- 90956 67611 491351180812319 328101 73583 30708 3079 5627 3296 116 293 211 808 

1990 
IV 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228 

1991-
I 71192 58071 26529 36123 724 192639 47370 28015 2140 4651 2252 84428 108211 
II 76952 66196 33210 38814 696 215867 49580 27523 2122 5040 2362 86628 129239 
III 76907 67268 34193 44332 723 223422 51317 26843 2138 4655 2534 87486 135935 
IV 79217 69460 35623 56377 721 241398 57223 27619 2121 4752 2794 94509 146889 

1992-
I 80758 67742 36029 65370 1624 251524 59372 28516 2298 5367 2890 98444 153080 
II 78744 62218 37681 78534 1703 258880 60041 28119 2290 5147 2951 98548 160333 
III 85291 66652 39127 98824 2020 291913 69286 30385 2451 5528 3268 11 0 917 180 996 
IV 90956 67611 491351180812319 328101 73583 30708 3079 5627 3296 116293 211808 

1993-
I 101 643 70232 54493 162000 2974 391342 81592 35165 3179 6259 3714 129909 261433 

517 
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7. FOREIGN TRADE 
7.1 EXPORTS,IMPORTSAND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT 

THE TRADE BALANCE, MILL. FIM VALUE AND TERMS OFTRADE,1980=lOO 
......... Vol .... UnN_lue Ter_" 

Durl:.y ..,.-:-- I.~"'" .... n .. 
....... 

,.rI • If '1.2, ..... ... I.,. ... ..... ... I.p .... 

1 2 3 1 2 3 4 .5 

1988 92 902 92118 784 1988 121 130 145 122 119 
1989 99784 105516 - 5 732 1989 121 144 156 126 123 
199. 101327 103027 - 1700 199. 125 138 154 128 120 
1991 92842 87744 5098 1991 114 115 154 131 118 
1992- 107471 94988 12483 1992- 124 112 164 145 113 

1992- 199. 
April 8741 8430 311 III 114 124 155 129 120 
May 9098 8094 1004 IV 130 139 154 133 116 
.Iune 9019 8097 922 
.Iuly 7972 6754 1218 1991 
au .. 7615 6871 744 I 110 117 154 131 118 
Sept. 9658 7489 2169 II 107 112 153 130 118 
Oel. 10200 8756 1444 III 113 109 156 132 119 
Nev. 10532 8740 1792 IV 124 118 157 135 116 
Dec. 9441 8613 828 

1992-
1993- I 118 112 162 142 114 
.Ian. 9433 6564 2870 II 125 118 162 143 113 
F". 10434 9 031 1 404 III 117 102 163 142 115 
March 1 1 445 10368 1 077 IV 133 116 171 154 111 
April 1 1 350 9658 1 692 

7.3 FOREIGN TRADE BY MAIN GROUPS, MILL. FIM 

Da.I:.7 ........ 1Iy1 ................ I.,emlly-............ 
,..1 

Weed CIo ..... 1 .... 1 .... Ot .... -=r. ... ==.-.~ ................ OIlIer Pa,.. 
In • ......,. In • ......,. I~ .,.~-::~~ .. ...... . ..... 
pre ..... ......... p ........ , .... lu ......... I ............ 

Ce __ 

p ........ .... 11' ...... ...... 
1 2 3 4 5 6 7 8 9 1. 

1988 7567 30474 8450 29225 17186 45791 7533 17274 20828 692 
1989 7416 32513 8844 32682 18329 51786 8310 20606 24055 759 
199. 7811 31658 9540 35493 16825 49210 9829 19364 23888 736 
1991 6984 29695 10539 29188 16436 42505 9399 13973 21 195 672 
1992- 7892 32587 12172 35741 19079 49514 9745 13348 20826 1555 

1992-
April 746 2798 1068 2571 1558 4300 710 1401 1902 117 
May 712 2567 1074 3183 1562 4118 909 1429 1610 28 
.Iune 679 2643 967 3155 1575 4548 742 1 162 1538 107 
.Iuly 504 2393 761 3122 1 192 3463 776 907 1538 70 
au .. 530 2336 919 2335 1495 3660 690 752 1552 217 
Sept. 687 2914 1026 3244 1787 4129 546 903 1789 122 
Oel. 797 3186 1027 3331 1859 4498 1064 1 199 1890 lOS 
Nev. 770 3010 1205 3789 1758 4809 1058 1039 1755 79 
Dec. 644 2949 870 3421 1557 4280 1300 1 122 1534 377 

1993· 
.Ian. 706 2677 1048 3253 1749 3683 547 884 1390 60 
Feb. 776 3069 1 134 3259 2196 4347 1095 1661 1850 78 
March 898 3438 1213 3914 1982 4650 889 2841 1917 71 

518 April 964 3403 1306 3747 1930 5438 705 1345 2065 lOS 
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7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES 
.............. I .......... 

... 1_ .... 
1992" lMa" 1M2" lMa· -1liiy 

... nu.oy- ...... ...n_oy- ...... 

MIlL Fl. ............ MIII.FI ............... MIII.FIM Pe ......... Mill.". ........ .. ...... ... ......... ...... .. ......... ....-. ....-. 
:'-d".1 11Ii ......... _ =.t1 

.... p ....... 
y.- year 

1 2 3 4 5 6 7 • 
All OECD countrl .. 88347 82.2 23680 12.9 75180 79.1 20943 11.8 

OECDEuropo 78566 73.1 20663 8.8 62972 66.3 17081 9.1 
Of which: 

Austria 1368 1.3 347 5.1 1 162 1.2 257 -3.1 
Belgium and 
Luxembourg 2785 2.6 764 8.2 2688 2.8 625 -5.9 
Denmark 3858 3.6 1065 10.9 3192 3.4 740 - 5.3 
France 7204 6.7 1684 - 14.5 4382 4.6 1062 - 0.1 
Germany 16806 15.6 4376 5.5 16085 16.9 5342 38.4 
Italy 4302 4.0 1217 20.5 3425 3.6 868 -4.4 
Netherlands 5628 5.2 1674 27.0 3458 3.6 927 9.3 
Norway 3775 3.5 913 1.3 3825 4.0 1424 74.4 
Spain 2842 2.6 721 7.5 1 167 1.2 324 -12,5 
Sweden 13771 12.8 3464 5.0 11 133 11.7 2364 -14.3 
Switzerland 1921 1.8 478 -0.4 1842 1.9 455 - 4.B 
United Kingdom 11519 10.7 3144 22.1 8213 8.6 2075 - 5.3 

OtherOECD 9781 9.1 3017 52.9 12209 12.9 3862 25.6 
Of which: 

Canada 751 0.7 257 86.0 616 0.6 141 2.9 
Japan 1370 1.3 409 7.8 5202 5.5 1432 8.6 
United States 6365 5.9 1947 63.2 5792 6.1 2208 48.5 

Non-OECD Europ .. n 
counlrl .. 7310 6.8 2391 31.8 9681 10.2 2622 29.6 

Of which: 
Russia 3020 2.8 1099 6725 7.1 1962 

Othor counlri .. 11814 11.0 5241 117.3 10127 10.7 2397 0.2 

Of which: 
OPEC eountrl .. 1927 1.8 593 60.1 1497 1.6 67 - 63.0 

lOlAL 107471 100.0 31312 24.3 94988 100.0 25962 12.2 

Of which: 
ECeouDlrlo. 57150 53.2 15201 9.7 44801 47.2 12528 11.0 
.FTAeou ........ 20959 19.5 5227 3.9 18033 19.0 4517 4.1 
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8. DOMESTIC ECONOMIC DEVELOPMENTS 
8.1 SUPPLY AND USE OF RESOURCES, MILL. FIM, 1985 PRICES 

(seasanally adjusted figures) 

Pe ..... C._ .. plle. ,bred Ch •••• De_.e ......rfII ._perfll GDP 
........ ltare ._1 

i ........... ......... (6+7-8, 
IIICII.--"Ica. (I +2+3+4+5' 

~ Puh.1c Pm.- ...... Ic dIac ........ ..,. , 2 3 4 5 6 7 8 9 

'988 209956 75190 81839 11446 9062 387493 105897 118405 374985 
'989 218775 77117 95178 11234 14056 416360 107552 128834 395078 
'9M 219293 80525 88429 12720 13992 414959 109236 127735 396460 
'99'- 211 181 82338 68465 12701 6723 381 408 101932 112277 371063 
'992· 199052 82250 57944 11533 8486 359265 111 186 112755 357696 

'9M 
III 54798 20203 21081 3123 3569 102774 26534 30373 98935 
IV 54187 20314 21 187 3183 3409 102281 26327 30909 97699 

'99'-
I 53328 20426 19487 3150 2829 99220 25261 29529 94951 
II 52957 20540 17089 3526 1685 95796 24272 27117 92951 
III 52830 20637 16181 3181 784 93613 26721 28182 92152 
IV 52067 20735 15708 2845 1424 92778 25678 27448 91009 

'992· 
I 51229 20444 15375 2995 1557 91601 27243 28675 90170 
II 49790 20533 15203 2995 2132 90653 28296 29126 89822 
III 49442 20600 14411 2746 2232 89430 27406 27392 89443 
IV 48591 20674 12955 2797 2565 87582 28241 27562 88261 

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1990=100 
(seasonally adjusted figures) 

........ IeIaI ............ ....- ......... .......... 0II0eIr ....... .... .....,. .... nyI •• ..... rt .. .. per -........... __ u- . ... -.......... .... _- hclart •• alP"'" 
CI .... ' CI.3' C···6, CI6.8, C31.3' C41.5, C··I, , 2 3 4 5 6 7 

'988 97.1 94.1 97.1 98.7 93.8 99.0 97.5 
'989 100.3 101.9 100.5 102.3 99.6 100.8 97.9 

'"0 100.2 99.8 100.2 100.1 100.4 100.1 100.0 ,",- 90.4 90.6 89.1 90.6 85.0 91.5 103.7 
'"2- 92.5 100.9 91.2 94.3 91.0 90.1 103.6 

'992-
March 92.2 99.0 89.7 94.7 91.6 89.3 102.7 
april 93.1 96.4 89.9 91.8 92.9 90.9 104.3 
May 93.4 124.6 90.8 96.7 90.9 91.4 97.2 
Ju •• 95.6 168.7 91.6 95.4 94.3 91.4 99.8 
July 93.6 103.0 100.5 90.8 97.5 92.8 97.4 
Au .. 93.7 89.6 93.0 96.3 95.7 90.2 99.8 
Sepl. 92.2 96.2 91.6 96.5 89.8 89.3 102.3 
Oct. 93.1 80.7 91.5 95.4 89.7 91.6 112.4 
Nov. 93.0 88.3 92.5 96.8 89.2 89.5 113.8 
Dec. 90.3 77.5 87.9 94.9 87.6 87.8 110.8 

'993-
Ja •• 93.6 88.8 92.6 105.4 93.4 86.9 105.2 
F .... 95.1 86.0 92.7 97.5 96.9 88.9 105.0 

520 March 95.1 89.3 91.9 99.5 98.6 87.4 111.7 
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8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND,1985=lOO 
(seasonally adjusfed figures) 

Pell ... vo.u .... Vo'u_" Vo'u_" Of ........ ......... _lilly ..... _ .. .... u .. -....., .. i_nt '.011 .... r 
tr .... Irud. ..... , ....... .... ... ntI •• .......... , .. OIlIer . ..... ..GDP 

'ul.oII ... .... oil ... 'uUoll ... 

1 2 3 4 5 6 7 8 

1988 116.7 113.0 108.6 106.0 113.4 110.6 135.0 110.6 
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 115.3 
1990 119.9 111.7 127.3 124.8 161.7 122.1 144.6 116.5 
1991· 101.2 103.9 103.9 94.4 127.7 109.9 102.1 110.7 
1992· 87.9 93.8 79.5 72.9 76.9 86.6 84.3 108.1 

1991· 
IV 95.3 101.9 89.9 78.2 97.7 100.8 110.6 108.8 

1992-
F .... 88.6 98.9 108.2 
March 91.9 97.2 109.5 
april 89.4 96.4 108.2 
May 83.5 93.2 107.5 
.Iun. 95.3 94.4 108.9 
.Iuly 89.9 92.0 109.0 
Aug. 83.1 89.5 107.3 
Sept. 87.2 93.4 107.8 
Oct. 84.8 91.2 107.0 
Nov. 81.4 85.8 107.6 
Dec. 82.2 89.3 107.5 

I 92.5 100.2 88.2 82.9 92.5 96.5 87.4 108.6 
II 89.4 94.7 83.9 81.7 78.1 91.6 106.2 108.2 
III 86.7 91.6 81.9 75.0 85.0 83.5 63.9 108.0 
IV 82.8 88.8 67.9 53.9 52.3 74.7 79.6 107.4 

1993-
.I.n. 74.5 86.6 107.4 
Fe". 82.3 94.0 108.6 
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8.4 WAGES AND PRICES, 1985=100 

Pe .... ... - Con- IIuIc P...... By.......... .., .• , .• 
"-sa By_n .. - p.'ce .,. ...... orprico .... -••• p.'ce ,.~ I.~ , .. -... .,. P ....... Cen .......... Non- 'n~ fo. D_· '.porI- ... IJqMtrt- H .... 
_"'''' ,..... Of_lch •• _- .-. profit .. _I. tic .. ---- .. ...... 

Man"'.- ora- .... I_I. • pply .... ..... .... . .... . ... 
In .... .. ont _aI hili ... tu,'n • 
,S'C3) 

1 2 3 4 5 6 7 8 9 10 " 12 13 14 

1988 124.7 124.6 122.7 128.8 122.0 128.0 112.6 101.5 104.9 89.1 101.7 103.8 100.7 116.3 
1989 135.7 136.5 133.8 137.4 132.1 137.1 120.0 107.3 111.3 92.6 107.8 110.5 106.4 125.5 
1990 148.2 148.8 146.8 149.8 144.7 150.0 127.3 110.9 115.7 93.6 110.0 110.4 109.8 134.5 
1"1' 157.6 158.3 156.2 157.9 154.8 158.9 132.6 111.2 115.8 94.2 109.9 108.7 110.4 137.3 
1992' 160.5 160.8 159.7 161.1 158.6 162.4 136.0 112.4 115.6 100.9 112.6 113.4 112.3 134.9 

1"1' 
IV 159.6 160.1 158.3 159.9 157.3 161.4 133.6 111.1 115.4 95.6 110.3 109.0 110.8 137.3 

1992' 
AprIl .. 135.9 112.3 115.8 99.8 112.0 112.0 112.0 135.5 
May .. 136.0 112.3 115.7 99.9 112.5 112.6 112.4 134.8 
June .. 136.3 112.3 115.7 100.0 112.8 113.2 112.6 133.7 
July .. 136.1 112.2 115.9 99.0 112.9 113.2 112.8 134.0 ..... .. 135.9 112.0 115.7 98.6 112.4 111.8 112.7 133.7 ...... .. 136.4 112.2 115.2 101.3 113.2 115.0 112.3 134.5 
Oct. 136.9 113.3 115.7 104.3 113.8 115.9 112.8 134.7 
Nov. .. 137.1 113.4 115.5 105.5 114.1 116.7 112.8 134.4 
Dec. .. 136.8 113.4 115.5 105.9 114.0 115.9 113.0 134.0 

I 160.0 160.5 159.3 160.5 158.0 161.8 135.0 111.9 115.5 98.9 111.3 111.6 111.2 136.5 
II 160.6 161.1 160.2 160.9 158.4 162.3 136.1 112.3 115.7 99.9 112.4 112.6 112.3 134.7 
III 160.3 160.6 159.2 161.3 158.6 162.6 136.2 112.2 115.6 99.6 112.8 113.3 112.6 134.0 
IV 160.9 161.1 160.0 161.6 159.5 163.0 136.9 113.4 115.6 105.2 113.9 116.2 112.9 134.3 

1993' 
Jan. .. 138.2 113.9 115.8 107.1 114.4 116.5 113.4 134.7 
Felt. .. 138.6 115.3 116.6 109.8 115.9 118.9 114.5 134.8 ...... .. 138.8 116.2 117.1 112.4 116.9 120.5 115.2 134.7 
AprIl .. 139.3 116.4 117.3 112.4 117.4 121.0 115.7 135.2 

1 Preliminary figures for columns 1---6. 
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8.5 LABOUR, EMPLOYMENT AND UNEMPLOYMENT (seasonally adjusted figures) 

......... ........ ........ Tola' By, .......... , ...... By, ...... ry u_· u_· .. - .. - • .. p'or played pI.,.-
peltlc'· ..... .... 
peM ... (4+8, Ie," w;.-c:d !r.'. , .. -" C_· SenIce .... = ... pI.,.... .. .. .-cH.n i ......... 
a_. (6+7+8+9' -..... and 
'5·74 '-try 
~ .... ---

'II. , ... !!! ...... 'II. 

1 2 3 4 • 6 7 • 9 10 11 

19 •• 68.4 2546 2431 368 2062 238 553 188 1452 116 4.6 
19.9 68.7 2559 2470 367 2104 218 561 199 1492 89 3.5 
1990 68.4 2556 2467 360 2108 207 556 205 1500 88 3.4 
1991 67.4 2533 2340 340 2000 197 502 179 1461 193 7.6 
1992 66.1 2502 2174 325 1849 188 454 150 1382 328 13.1 

1992 
april 65.8 2487 2192 325 1868 185 456 151 1401 294 11.8 
May 66.1 2501 2192 332 1859 189 453 154 1396 310 12.4 
June 66.3 2508 2188 331 1857 191 454 156 1387 321 12.8 
July 65.8 2491 2164 326 1838 186 453 146 1380 327 13.1 
Aug. 66.5 2518 2164 330 1834 187 445 151 1381 354 14.0 
Sept. 65.6 2488 2145 320 1825 186 455 150 1355 343 13.8 
Oct. 66.0 2499 2134 319 1815 181 453 132 1367 365 14.6 
Noy. 66.2 2508 2123 314 ;1809 177 440 141 1365 384 15.3 
Dec. 65.3 2477 2093 310 1783 181 435 135 1342 384 15.5 

1993 
Jan. 65.7 2493 2089 305 1784 178 436 125 1349 404 16.2 , .... 65.8 2493 2073 315 1758 171 423 129 1351 420 16.8 
March 65.2 2475 2049 311 1738 181 429 131 1308 426 17.2 
April 65.4 2487 2053 320 1733 180 425 129 1318 434 17.5 
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE 
AND FINANCIAL BALANCE, MILL. FIM,CASH FLOW BASIS 

Duri:J ...... u. ........ lture 
perl 

1 •• llrllCl Direct Other OIlIer Rev· lletIe .. p. Reve ... c-.._p. TraM· - - _ •• d_ ... _u • tI._ ..... re tI_ .......... Ofwhl .... 
• 1 .. llnr ...... .. Ioorrowl •• .. ... -- R._I.I 1__ ,5+6, ..dl .. ..... 1 OIlIer d.· ....... -.; ..... . ........ __ I. 

_I... .... _nt ---,1+2+3+4, ..... 

I 2 3 4 5 6 7 • • I • II 

1.88 35339 66348 473 13629 115789 2557 118346 32266 65502 29757 33108 
1.8. 39397 76458 471 15990 132316 3926 136241 35082 72 008 33244 35715 
1 •• 0 42611 77 364 953 18423 139351 4260 143611 41535 81 190 37646 40313 
1991 41054 73251 1 136 19182 134624 4442 139069 45085 101 220 42297 55160 
1992 34312 69541 1512 21251 126616 5054 131669 49207105184 42990 59180 

IH2 
March - 420 5048 227 2355 7210 2041 9251 3889 9055 3808 4542 
April 4629 5583 119 2373 12704 83 12787 4022 9590 3818 5394 
May 3068 5722 131 2012 10933 32 10965 3782 9010 3658 5183 
June 4310 5615 135 2097 12157 339 12496 4390 8760 4005 4514 
July 3662 6074 275 1234 11245 78 11323 5073 7975 3469 4319 
Aug. 3422 5938 130 1528 11018 393 11411 3483 8170 3413 4553 
Sept. 3091 5663 117 1510 10381 137 10517 3887 8179 3440 4575 
Oct. 2896 5336 136 1448 9816 187 10003 4169 9599 3498 5933 
Nov. 2984 5925 110 1751 10770 704 11 474 3806 9072 3463 5492 
Dec. 853 6371 - 50 2978 10152 1043 11 195 4395 9323 3671 5263 

IH3 
Jan. - 560 6049 70 919 6478 15 6493 4129 9084 3230 5701 
Fell. 3730 4594 240 1257 9821 113 9934 3869 7807 3347 4273 
March 2456 6354 127 3496 12433 2119 14552 4145 9295 3698 5440 

Durl::J ........... re FI ...... I ... I .... 
perl. ...... Other --c: ... re Le.dl •• ~:-re Rev· Net N .. c..h 1_· ........ 1. re ...... her .... Joor. II .. ..r-

_nt fern .1_ .... 1 R ...... I red_pII ... .. r- ....... ....... sin --" ... I __ nt ............. rl .. re,.I_.t " +'9, ,.+9+ ,'4+'5, , .'4, 7·'6' 
'2+13, 

12 13 14 IS 16 17 18 19 20 

1988 7565 5614 110946 6529 117476 4842 870 2417 3287 
1989 8393 5343 120826 7566 128390 11490 7851 - 4 009 3842 
IHO 5962 4927 133614 9319 142934 5737 678 1201 1879 
IHI 5370 6368 158044 13328 171372 - 23 420 - 32 304 25659 - 6645 
IH2 5042 8499 167932 35501 203433 -41316 - 71 764 70691 -1071 

IH2 
March 378 1355 14676 3305 17981 - 7466 - 8 730 3545 - 5185 
April 394 684 14690 683 15374 - 1986 - 2 587 5474 2887 
May 400 366 13558 826 14385 - 2 625 - 3 420 3216 - 203 
June 476 1006 14632 2574 17205 - 2 475 - 4709 8162 3453 
July 398 479 13925 683 14608 - 2 680 - 3 285 5185 1900 
Aug. 387 331 12371 7005 19375 - 1 353 - 7964 4133 - 3 831 
Sept. 442 816 13324 4950 18275 - 2 943 - 7758 5267 - 2491 
Oct. 439 1229 15436 937 16373 - 5 620 - 6 370 8365 1995 
Nov. 410 102 13390 1010 14400 - 2 620 - 2 926 15124 12199 
Dec. 664 1 117 15499 11897 27396 - 5 347 - 16201 3174 - 13027 

1993 
Jan. 261 1691 15165 662 15826 - 8 687 - 9 333 16891 7558 
Fell. 290 842 12808 1289 14097 - 2 987 - 4163 15636 11473 
March 313 2248 16001 3211 19211 - 3 568 - 4 659 9245 4586 
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NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION 

GENERAL 

Source 
Unless otherwise stated, the source 

or compiler of figures is the Bank of 
Finland. 

Symbols used 
* Preliminary 
r Revised 
o Less than half the final digit shown 
. Logically impossible 
.. Data not available 
- Nil 
S Affected by strike 

Break in series 

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

NOTES AND EXPLANATIONS 
TOTABLES 
1 THE BALANCE SHEEI OF THE 
BANK OF RNLAND 

Table 1.2 Domestic financial sector. 
Term claims on deposit banks (Column 
13) = bank certificates of deposit held 
by the Bank of Finland + securities with 
repurchase commitments. Liquidity 
position of deposit banks, net (Column 
14): see explanation to Table 2.1. Other 
claims on financial institutions, net 
(Column 1!1 = bonds + other claims 
on financial Institutions -other liabilities 
to financial institutions. Corporate sec­
tor. Special deposits and other items, 
net (Column 20) = bonds: other + 
other claims on corporations -deposits 
for investment and ship purchase -
other liabilities to corporations. 

2 THE BANK OF FINLAND'S 
OPERATIONS IN THE MONEY 
AND FOUIGN EXCHANGE 
MARKElSAND THE BANKS' 
FORWARD EXCHANGE 
POSIlION 

Table 2.1 Banks with access to cen­
tral bank financing can make call 
money deposits with the Bank of Fin­
land without limit. They can also obtain 
liquidity credit with a maturity of 1 day, 
7 days, 14 days, 21 days or 28 days. 
The maturity is determined by the Bank 
of Finland. 

Table 2.2 The cash reserve require­
ment is reported for the month by the 
end of which the deposit must be made 
with the Bank of Finland. The require­
ment is announced at the end of the 
previous month and is determined on 
the basis of the cash reserve base for 
that month. The rate of interest paid on 
cash reselVe deposits is 3 percentage 
points less than three-month HEUBOR 
(from April to December 1992 2 per­
centage points) but at least 8 per cent. 
The figures for 1989 include the addi­
tional deposit requirement of 1.1 per 
cent under the supplementary cash 
reserve agreement in force at the time, 
together with the corresponding non­
interest-bearing deposits of FIM 3 159 
million. 

Table 2.3 Money market instruments 
are the instruments used by the Bank 
of Finland in its money market opera-

tions. Matured money market instru­
ments, net, comprise both instruments 
purchased and sold. Money market 
transactions are recorded according to 
trade dates. 

Table 2.4 Foreign exchange trans­
actions are recorded according to 
trade dates. In addition to spot trans­
actions (Columns 1, 2, 4 and 5) the 
Bank of Finland's foreign exchange 
reserves are affected by interest pay­
ments and by changes in both the 
prices of securities and exchange 
rates. Spot transactions related to for­
ward contracts (Column 4) refer to the 
combined effects on the foreign ex­
change reselVes of forward trans­
actions in the form of swaps and matur­
ing forward transactions. The central 
govemment's foreign exchange trans­
actions (Column 5) comprise trans­
actions related to drawings and re­
demptions of govemment loans and 
associated interest payments. 

Table 2.5 As from the beginning of 
1990, the statistics on the forward 
exchange market are based on data on 
individual contracts against the Finnish 
markka as reported by banks (exclud­
ing Columns 5 and 6). The statistics 
cover all authorized banks and con­
tracts. The rates of exchange used in 
the statistics are the forward rates on 
the contract date. 

3 RAftS OF INTEREST 
Table 3.1 HEUBOR (Helsinki 

InterbankQffered Bate) (Columns 2-5): 
The HEUBOR rate for each maturity is 
calculated by the Bank of Finland as the 
average of the offered rates for cer­
tificates of deposit quoted daily at 1 
p.rn. by the five largest banks. 

Table 3.2 The Bank of Finland's ten­
der rate (column 1) is determined in 
tenders held by the Bank of Finland, in 
which the banks are asked to make 
bids or offers for money market instru­
ments with a maturity of one month. 
The tender rate is the weighted average 
of accepted bids or offers, expressed 
as a Simple annual interest rate. If, 
when requesting bids or offers, the 
Bank of Finland announces an accept­
able interest rate (fixed-rate tender), 
the tender rate is the same as the rate 
announced by the Bank. The monthly 
figure for the tender rate is the arithme­
tic average of calendar day figures. 

Banks with access to central bank 
financing can make call money depos­
its with the Bank of Finland without 
limit. In addition, they can obtain liquid­
ity credit from the Bank of Finland with 
a maturity of 1 day, 7 days, 14 days, 21 
days or 28 days. The maturity of fiquid­
ity credit is determined by the Bank of 
Finland. The rate of interest on liquidity 
credit is obtained by adding together 
the Bank of Finland's tender rate and 
the interest rate margin for liquidity 
credit. The call money deposit rate is 
obtained by subtracting the interest 
rate margin for call money deposits 
from the Bank of Finland's tender rate. 
The monthly figures for maturity and 
interest rate margins are those prevail­
ing at the end of the month. 

Table 3.3 The rates shown are 
based on the lending rates quoted for 

the respective currencies in the Euro­
market. ECU (Column 1): the weights 
of the ECU basket. 3 currencies (Col­
umn 2): OEM 60, USD 30 and GBP 10 
percent. 

Table 3.4 Lending. New credits 
(Columns 1-4): rates of interest on new 
credits drawn during the month are 
average monthly rates weighted by 
loan amounts. Annual rates are arith­
metic averages of monthly observa­
tions until 1987 after which they are 
weighted by loan amounts. Alerage 
lending rates (Columns 5 and 6) are all 
weighted by loan amounts. As from 
January 1989, the loans of Postipankki 
Ltd have been included in the commer­
cial banks' outstanding stock of loans. 
DepoSits. 24-month and 36-month tax­
exempt deposits (Columns 7 and 8): 
from May (September) 1992, 24-month 
(36-month) deposits are tax-exempt if 
they carry a rate of interest which is at 
most the Bank of Finland's base rate 
less two percentage points (one per­
centage point). In the period from Jan­
uary 1989 to April 1992, 24-month 
deposits (Column 7) were tax-exempt if 
they carried a rate of interest which was 
at most the Bank of Finland's base rate 
less one percentage point. Other tax­
exempt deposits (Column 9): in the 
period from January 1989 to April 1992, 
deposits other than 24-month deposits 
were tax-exempt if they carried a rate of 
interest which was at most the Bank of 
Finland's base rate less 4 percentage 
points. From May 1992, deposits other 
than 24-month or 36-month deposits 
are tax-exempt if they carry a maximum 
rate of interest as prescribed by law. 
The maximum rate was first set at 
4.5 per cent. From 6 May 1993 it has 
been 2.5 per cent. All markka deposits 
(Column 10): the stock of deposits 
comprises all markka depOSits by the 
public. The monthly and annual 
average rates of interest are weighted 
by deposit amounts. Other funding 
(Column 11): CDs outstanding + 
promissory notes + bonds. The aver­
age rate of interest is weighted by 
amounts. Total markka funding (Col­
umn 12); markka deposits by the pub­
lic + banks' other markka funding. The 
rate of interest is weighted by amounts. 

Table 3.5 Reference rates (Columns 
1 and 2) are calculated by the Bank of 
Finland as the monthly averages of the 
offered rates for taxable, fixed-rate 
bonds quoted daily by the five largest 
banks. Yields on taxable government 
bonds (Columns 3 and 4) are calcu­
lated by the Bank of Finland in a similar 
fashion. Until January 1992, the yield on 
5-year taxable government bonds (Col-
umn 3) was calculated on a bullet bond 
due on 15 March 1994 with a coupon 
rate of 13 per cent. From February 1992 
onwards the yield is calculated on a 
bullet bond due on 15 January 1999 
with a coupon rate of 11 per cent. The 
yield on 10-year taxable government 
bonds (Column 4) is calculated on a 
housing bond (bullet) due on 15 March 
2002 with a coupon rate of 
10.75 per cent. The yield on taxable 
public issues (Column 5) is calculated 
as the arithmetic mean of yields on 
fixed-rate ordinary bonds, debentures 525 
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and other bonds (excl. zero coupon 
loans, bonds with equity warrants and 
convertible debentures) issued by all 
issuers except the central government 
with a remaining maturity of between 
3 and 6 years. The yield on taxfree pub­
lic issues (Column 6) is calculated as 
the arithmetic mean of yields on fixed­
rate public bonds with a remaining 
maturity of between 4 and 5 years. The 
Bank of Finland calculates the yields 
for columns 5 and 6 once a week on 
the basis of the trading quotations of 
the Helsinki Stock Exchange. Monthly 
observations are the averages of 
weekly observations and annual obser­
vations the averages of monthly obser­
vations. 

4 RATES OF EXCHANGE 
Table 4.2 FIM/ECU (Column 1): The 

markka value of the ECU is calculated 
as the sum of the dollar amounts of the 
currencies in the ECU valued at current 
market rates, for which daily quotations 
at noon Finnish time are used. The mid­
point was FIM 4.87580 from 7 June to 
14 November 1991, and FIM 5.55841 
from 15 November 1991 to 7 Septem­
ber 1992, and the fluctuation limits were 
13 per cent around the midpoint. Since 
8 September 1992 the markka has 
been floating. Trade-weighted currency 
index (Column 2): The weights are 
moving averages of the shares of (cur­
rently) 14 countries in Finland's foreign 
merchandise trade (only convertible 
currencies are included). The pay­
ments currency index (Column 3): The 
weights are moving averages of shares 
of payments currencies (14 convertible 
currencies) in Finland's foreign trade. 
The MERM index (Column 4): The 
weights are fixed 1977 weights com­
puted on the basis of the IMF's world 
trade model; 14 currencies are 
included in this index. 

5 OTHER DOMES'IIC 
FINANCING 

Table 5.1 Source: Statistics Finland. 
The public comprises households and 
non-profit institutions, enterprises (excl. 
financial institutions) and the local gov­
ernment sector. The table is based on 
new classifications of Statistics Finland 
applied since March 1991. Series before 
March 1991 have been reclassified by 
the Bank of Finland to conform with the 
present table, except for columns 3 and 
4 where disaggregation was not possi­
ble and combined figures are shown. 
Time deposits (Column 3) consist of all 
fixed-term deposits. Other deposits 
(Column 4) include mainly investment 
accounts with no specific time-period. 
Other funding (Column 8) comprises 
CDs, promissory notes and bonds. The 
figures for banks' holdings of CDs 
issued by other banks, as well as the 
CD holdings of the Bank of Finland and 
the central government have been net­
ted out; netting out is done by the Bank 
of Finland. Hence. this column includes 
some liabilities held by entities not 
·covered by the above definition of the 
public. 

Table 5.2 Source: Statistics Finland. 
The public comprises households and 
non-profit institutions, enterprises(excl. 
financial institutions) and local govern-

526 ment. Foreign currency credits (Col-
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umn 5) are mainly granted by com­
mercial banks and Postipankki. 

Table 5.3 Foreign assets, net (Col­
umn 1) = the Bank of Finland's foreign 
claims + banks' foreign claims (incl. 
foreign claims of banks' foreign 
branches) - the Bank of Finland's for­
eign liabilities - banks' foreign liabilities 
(incl. foreign liabilities of banks' foreign 
branches). Domestic credit. Claims on 
the central government, net (Column 2) 
= the Bank of Finland's claims on the 
central government + banks' claims on 
the central government - the central 
government's deposits with the Bank of 
Finland and Postipankki - loans 
granted from state funds through 
banks. Claims on the public (incl. local 
government), (Column 3) = the Bank 
of Finland's claims on the private 
sector + banks' claims on the private 
sector (loans to the public, bonds and 
debentures (excl. government bonds 
and bank debentures), claims on other 
financial institutions, shares held by 
banks). Other items, net (Column 5) = 
capital accounts and other items of the 
Bank of Finland (incl. private sector 
time deposits with the Bank of Finland) 
+ capital accounts of deposit banks + 
unclassified assets and liabilities of 
deposit banks, net (bank debentures, 
bank CDs held by the public, other 
market funding and foreign currency 
deposits by the public). M, (Column 6) 
= currency in circulation - banks' till 
money + markka cheque and postal 
giro account deposits and transactions 
account deposits held by the public. M, 
(Column 7) = M, + quasi-money 
(markka time deposits held by the pub­
lic, excl. deposits with the Bank of Fin­
land). M3 (Column 8) = M, + bank CDs 
held by the public. 

Table 5.4 Source: State Treasury 
Office. Other bonds and debentures 
(Column 2) are so-called private plac­
ings. Long-term promissory notes (Col­
umn 3) are bank loans. Outstanding 
lending (Column 10) comprises the 
stock of loans granted from the central 
government budget and from extra­
budgetary funds. Cash funds (Column 
11) comprise the cash funds held in 
central government accounting offices, 
funds held in cheque and postal giro 
accounts, as well as placements of 
central government cash funds. The 
main part of the latter is reserved for 
covering transferable allocations budg­
eted in previous years (for details, see 
the article "State Borrowing and Cash 
Management" by Pekka Laajanen and 
Pekka Saarinen in the August 1987 
issue of the Bulletin). Transferable allo­
cations amounted to FIM 8.1 billion at 
the end of 1988. 

Table 5.5 Source: Table B: Statistics 
Finland from the beginning of 1991. 
Tables A and B include markka-denom­
inated bonds issued by Finnish issuers 
in Finland and abroad as well as those 
issued by foreign issuers in Finland. 
Table C includes transactions in mark­
ka-denominated bonds outside the 
Helsinki Stock Exchange. Interbank 
transactions (Column 1) and trans­
actions (purchases and sales) between 
banks and customers (Column 2) are 
transactions by the banks entitled to 
central bank financing. The State 
Treasury and the five largest banks 
(KOP, Okobank, Postipankki, Skop­
bank and Union Bank of Finland) 

agreed on a market making arrange­
ment for benchmark government 
bonds with effect from 1 August 1992. 
Evli Securities Ltd was accepted as 
primary dealer with effect from 1 May 
1993. The primary dealers' quotes are 
published daily (page JVKD on Reu­
ters). Purchases from and sales to 
others (Columns 4 and 5) consist of 
transactions in benchmark government 
bonds between primary dealers and 
other parties. Other parties refer to all 
parties that are not primary dealers. 

Table 5.6 Source: The Helsinki 
Stock Exchange. 

• BALANCE OF PAYMENTS, 
FOREIGN LIABILlTlII AND 
ASSETS 

Table 6.1 The figures for the trade 
and goods and services accounts are 
compiled in accordance with the Sys­
tem of National Accounts. The figures 
for investment income and expenditure 
(Columns 7 and 16) include reinvested 
earnings on direct investment. Prelimi­
nary data on reinvested earnings in the 
previous year have been included in 
the current account figures annually 
from the September issue of the Bulle­
tin. (The annual figure is divided evenly 
between quarterly figures.) 

Table 6.2 Columns 1-0: Net change 
in long-term liabilities. Columns 6-10: 
Net change in long-term assets. Port­
folio investment in Finland (Column 2) 
and abroad (Column 7) (marketable 
instruments): Primary and secondary 
market transactions in securities. 
Loans (Column 3) (non-marketable 
instruments): Financial loans, import 
credits, prepayments related to exports 
and leasing credits. Other long-term 
capital (Column 4): Finland's subscrip­
tions to international financial institu­
tions paid in the form of promissory 
notes + long-term deposit liabilities of 
banks + other long-term liabilities of 
central government, banks and other 
financial institutions. Loans (Column 8): 
Financial loans, development credits, 
export credits, prepayments related to 
imports and leasing credits. Other 
long-term capital (Column 9): Finland's 
subscriptions to international financial 
institutions + long-term deposits of 
banks + other long-term assets of cen­
tral government, banks and other 
financial institutions. 

Table 6.3 Net foreign debt (Columns 
1-23) at the end of a period is classified 
in the same way as the corresponding 
data on changes in the capital account 
(Table 6.2). The items included in net 
foreign debt have been translated into 
marKkaa. using the spot rates for each 
date. Thus the figures include the 
impact of changes in exchange rates. 

Table 6.4 The sectoral figures for 
short-term foreign liabilities and assets 
correspond to the figures shown in Col­
umns 12-22 of Table 6.3. 

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

Table 7.2 The volume indices (Col­
umns 1 and 2) are calculated accord­
ing to the Paasche formula and the unit 
value indices (Columns 3 and 4) 
according to the Laspeyres formula. 



The terms of trade (Column 5) is the 
ratio of the export unit value index to 
the import unit value index multiplied 
by one hundred. 

Table 7.4 The regional and country 
grouping is based on the classification 
according to Finnish Official Statistics 
IA. 

8 DOMESTIC ECONOMIC 
DEVELOPMENTS 

Tables 8.1-8.5 Source: Statistics 
Finland. Seasonal adjustment is car· 
ried out by the Bank of Finland. 

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

Table 8.4 The consumer price index 
(Column 7) was revised as from Janu­
ary 1988. Both the weights and the 
methods of calculation were changed 
(see the item in the March 1988 issue 
of the Bulletin). The base year is 1985. 

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

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

3. Unemployment rate, per 
cent 

4. Current account, as a 
percentage of GOP 

5. Fixed investment, as a 
percentage of GOP 
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES AND FORWARD POSITION 

1988 1989 1990 1991 1992 1993 

3. FORWARD MARKET 

1988 1989 1990 1991 1992 1993 

4. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND 
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1992 1993 

1. Foreign exchange 
reserves plus forward 
position 

2. Foreign exchange 
reserves 

1. Forward exchange 
purchased by the Bank 
of Finland from banks 

2. Forward exchange sold 
by domestic companies 
to banks 

3. Forward exchange sold 
by foreign banks to 
banks 

1. Liquidity credit rate (up 
to 2 July 1992 call money 
credit rate) 

2. Call money deposit rate 
3. Base rate 

End-of-month observations 
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5. BANKS' UQUIDI1Y POSITION WITH THE BANK OF FINLAND 

MARCH APRIL MAY 
1993 

6. UQUIDI1Y MANAGEMENT INTEREST RATES 

2 

MARCH APRIL MAY 
1993 
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1. Liquidity credits (-) 
2. Call money deposits 
3. Net 

1. Inter-bank overnight rate 
2. Liquidity credit rate 
3. Call money deposit rate 
Daily observations 

1. 1-month HEUBOR 
2. 3-month HEUBOR 
3. 12-month HEUBOR 
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8. HELIBOR RATES OF INTEREST, MONTHLY 

1. 1-month HELIBOR 
2. 3-month HELIBOR 
3. 12-month HELIBOR 

1988 1989 1990 1991 1992 1993 

9. DIFFERENTIAL BETWEEN FINNISH AND GERMAN INTEREST RATES 

1988 1989 1990 1991 

10. YIELDS ON BONDS 

1988 1989 1990 1991 

1992 1993 

1992 1993 

1. 3-month HELIBORminus 
3-month OEM eurorate 

2. 5-year Finnish 
government bond yield 
minus 5-year German 
government bond yield 

1. Bank of Finland's 5-year 
reference rate 

2. Until April 1991 ,yield on 
(4-5 year) taxable 
government bonds 
Since May 1991, yield on 
government bond due 
on 15 March 1996, 
coupon rate 11.75 per 
cent 

3. Yield on (4-5 year) tax­
free government bonds 
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14. MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK 
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16. BANKS' MARKKA LENDING RATES AND MARKKA FUNDING RATES 

4 
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1. Average rate on new 
markka lending 

2. Average rate on out­
standing markka lending 

3. Average rate on total 
markka funding 
(deposits + 
other funding) 

4. Average markka deposit 
rate 
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1992 1993 

~ 
" 

1992 1993 

1992 1993 

1. Markka deposits 
2. Total funding 

Change from the correspond­
ing month ofthe previous year, 
percent 

1. Markka lending 
2. Totallending 

Change from the correspond­
ing month of the previous year, 
percent 

1. Narrow money (M 1 ) 
2. Broad money (M2) 
3. M2 + bank CDs held by the 

public (M3) 

Change from the correspond­
ing month of the previous year, 
percent 
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20. CURRENT ACCOUNT 
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21. NET INTEREST AND DIVIDEND EXPENDITURE 
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1. Trade account 
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22. BALANCE OF PAYMENTS 
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23. FOREIGN DEBT 
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1. Current account 
2. Direct investment 
3. Other long-term capital 

account 
4. Short-term capital account 
5. Overall balance = change 

in the foreign exchange 
reserves of the Bank of 
Finland 

1. Total foreign net debt 
2. Short-term net debt 
3. Long-term net debt 

As a percentage of GOP 
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24. FOREIGN TRADE 
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25. FOREIGN TRADE: PRICES AND TERMS OF TRADE 
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four-quarter moving average 
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3. Terms of trade 
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1990 1991 1992 1993 

1990 1991 1992 1993 

1. Industrial production, 
change in volume from the 
corresponding month of 
the previous year, per cent 

2. GOP, change in volume 
from the corresponding 
quarter of the previous 
year, per cent 

1. Total fixed investment 
2. Investment in machinery 

and equipment 
3. Building investment, excl. 

residential buildings 
4. Residential buildings 

\k)lume changes calculated 
from four-quarter moving totals 
and plotted at the last quarter, 
percent 



29. EMPLOYMENT AND THE UNEMPLOYMENT RATE 
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31. CENTRAL GOVERNMENT FINANCES 
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1. Revenue excl. borrowing 
2. Expenditure excl. 

redemptions of central 
government debt 

12-month changes calculated 
from 12-month moving totals 
and plotted at the last month, 
percent 

1. Revenue surplus (revenue 
less expenditure excl. 
financial transactions) 
(surplus = +) 

2. Net borrowing requirement 
(net borrowing = - ) 

12-month moving total as a 
percentage of GOP, plotted at 
the last month 

1. Total debt 
2. Of which: foreign 

currency-denominated 
debt 

As a percentage of GOP 



BANK OF FINLAND 
1 June 1993 

THE PARLIAMENTARY SUPERVISORY BOARD 

PENni MAKI-HAKOLA, Chairman 
JUSSI RANTA, Vice Chairman 
SEPPO KAARIAINEN 

ANNELI JAATTEENMAKI 
TUULlKKI HAMALAINEN 

ESKO SEPpANEN 
MAURI MIETTINEN 

JORN DONNER 
KALEVI MAniLA 

THE BOARD OF MANAGEMENT 

SIRKKA HAMALAINEN, Chairman 

HARRI HOLKERI 

ESKO OLLILA 

DIRECTOR 

PENTII KOIVIKKO 

UNITS 

KALEVI SORSA 

MATTI VANHALA 

Accounting Deportment OSSI LEPpANEN 

Administration Deportment URPO LEVO, 
Building Manager BENGT PALMROOS 

Centro I Bonk Policy Deportment JOHNNY AKERHOLM 

Data Processing Deportment JUHANI RAPELI 
(ad interim) 

Economics Deportment KARl PUUMANEN 

Financial Markets Deportment 
KAIJU KALLIO (ad interim), 
Advisers: PETER NYBERG, RALF PAULI 

Information ANni JUUSELA 

Internal Audit Deportment TIMO MANNISTO 

Legal Affairs ARNO LINDGREN 

Market Operations Deportment MARKUS FOGELHOLM 

Payments and Settlement Deportment RAIMO HYVARINEN 

Payment Instruments Deportment ANTII HEINONEN 

Personnel Deportment ANTON MAKELA, 
Project Manager ANNELI SOINI 

Publication Services ANTERO ARIMO (acting head) 

Research Deportment HEIKKI KOSKENKYLA 

Security JYRKI AHVONEN 

Statistical Services Deportment ESA OJANEN 

Unit for Eastern European Economies KARl PEKONEN 

Management Secretarial Stoff HEIKKI T. HAMALAINEN, 
Secretory to the Parliamentary Supervisory 
Boord and the Boord of Management 

BRANCH OFFICES 

Jyvaskyla, Kuopio, Lahti, Oulu, Tampere, Turku, Vaasa 

SnECOY 

VELI TARVAINEN, Managing Director 

Bulletin 6-7 ·93 


