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The Bank of Finland’s interbank funds 
transfer system and preparations for EMU1

by Risto Herrala, Econom ist 
F inancial M arkets Departm ent 
Bank of Finland

T he Bank of F in land ’s in te rbank funds transfer 
(BOF) system , w h ich  was in troduced in 
M arch 1991, is one of the firs t real tim e gross 

settlem ent (RTGS) system s to opera te  in Europe. 
O w ing to rap id changes in the opera ting  environ­
m ent for paym ent transfer system s, the BOF sys­
tem  is abou t to undergo m ajor m odifica tions. 
F in land’s m em bersh ip  in the EU and the transition 
to S tage Three of econom ic and m onetary union 
(EMU) will require changes in the rules and tech n i­
cal features of the BOF system . In add ition , certa in 
m od ifica tions will be needed in order to facilita te  
banks ’ risk m anagem ent and prov ide  the capac ity  
for flu id  p rocessing of increasing paym ent vo l­
umes.

Future developments
W hen Stage Three of EMU starts at the beg inn ing 
of 1999, the BOF system  will becom e a part of 
the EU-w ide RTGS system  ca lled  TARGET (Trans- 
European Autom ated Real-tim e G ross-settlem ent 
Express Transfer). The Bank of F inland has d e c id ­
ed to jo in the TARGET system  as soon as it is 
launched. W hile it is not yet known w hich countries 
will in itia lly form  the euro area, ie pa rtic ipa te  in 
Stage Three from  the start, it has been agreed that 
non-partic ipa ting  EU countries will also have a c ­
cess to TARGET. M ost of the preparations for TAR- 
GET-related m od ifica tions are now in place, and the 
focus of work has shifted from  p lanning to actual 
im plem entation.

TARGET is to be a rap id (virtua lly real-tim e) 
euro-based EU-w ide paym ent system , crea ted by 
linking toge ther pa rtic ipa ting  m em ber s ta tes ’ na­
tional RTGS system s. The main ob je c t of the TAR­
GET system  will be to settle paym ents related to the 
s ing le  m onetary po licy  of m em ber states in the euro 
area. The system , w h ich  is expec ted  to prom ote 
flu id paym ent transfers w ith in the EU as a whole, 
will also be well eq u ippe d  to process custom er 
paym ents.

L inkup of the BOF system  w ith the TARGET sys­
tem  will entail a cons ide rab le  expansion of pay­
ment services that the Bank of F inland prov ides for

1 See a lso  the  a rtic le  T h e  B ank o f F in lan d  re a l-tim e  g ro s s  se ttle ­
m ent s y s te m ’ by J M arv ia la  a n d  M Pa lva, B a nk o f F in lan d  B u lle tin , 
M ay 1995.

banks. The fac t that the BOF system  will be an EU- 
w ide system  is of v ital im portance to the users. W ith 
the necessary m odifica tions, the BOF system  will 
be well adap ted  for p rocessing cus tom ers ’ cross- 
border as well as dom estic  paym ents. As the TAR­
GET system  will facilita te  cross-border paym ents in 
Europe, bank custom ers can expec t an im prove­
m ent in the security  and e ffic iency of paym ent ser­
v ices, espec ia lly  in respect of large and urgent 
paym ents.

The volum e of paym ents processed in the BOF 
system , w h ich is presently sm all com pared  to those 
of s im ilar system s in m ost European countries, is 
likely to grow  substantia lly  in the future. This will 
o ccu r not on ly because of the extension of the 
BOF system  to inc lude c ross-border paym ents but 
also because the share of dom estic  transactions 
processed in the system  will expand as dom estic  
paym ents are increasing ly  settled on a gross, 
rather than net, basis. In the future, banks will use 
the BOF system  for transferring dom estic  (espe­
c ia lly  large and urgent) paym ents. For instance, the 
settlem ent of la rge-va lue express transfers, large 
m arkka-denom ina ted foreign (loro) paym ents and 
paym ents related to securities trades will be e ffec t­
ed to an increasing extent on an RTGS basis.

The increase in transaction  volum es p laces 
higher dem ands on the functiona lity  of the BOF 
system . In order to ensure flu id process ing  of pay­
ments, the BOF system  rules and techn ica l features 
will need to be revised in acco rd  w ith the new o p ­
erating environm ent.

Table. RTGS transactions in
different EU countries in 1995

Country RTGS
trans­

actions,
thousands

RTGS
trans­

actions/
GDP

(Finland=1)

RTGS 
trans­

actions/ 
capita 

(Finland=1)

Imple­
menta­

tion
year

Austria 910 4.5 5.2 1989
Denmark 349 2.3 3.1 1981
Finland 110 1.0 1.0 1991
Germany 5 500 2.6 3.1 1988
Italy 46 0.0 0.0 1989
Netherlands 400 1.2 1.2 1985
Sweden 119 0.6 0.6 1990
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Changes in BOF system rules
W hen Finland m oves to Stage Three of EMU, 
banks ’ current accoun ts  at the Bank of F inland will 
be denom inated in euro instead of m arkkaa as will 
dom estic  in te rbank paym ent transactions. How­
ever, du ring  a transition phase (1 Jan 1 9 9 9 -3 0  Jun 
2002), the banks will also prov ide m arkka-denom i­
nated services for the ir custom ers.

Over the next few  years, extensive changes will 
be m ade in all aspects  of BOF system  rules, in line 
w ith the requirem ents of the dom estic  paym ent 
system  and European in tegration. The prim ary o b ­
jective  of the changes to increase system  flexib ility  
and transparency.

The m ost im portan t changes will a ffect the fo llow ­
ing areas:

1 A ccess cond itions
2 O pera ting  hours
3 Pricing
4 Collateral po licy
5 Lim its po licy

The centra l banks of m em ber states of the EU and 
European Econom ic Area (EEA) m ust revise a c ­
cess cond itions for the ir in te rbank funds transfer 
system s so as to ensure freedom  to offer c ross-bo r­
der services as prescribed  in the Second Banking 
D irective. The Council of the European M onetary 
Institute (EMI) has agreed on an in terpretation by 
wh ich EU cred it institu tions should be allow ed to 
pa rtic ipa te  in centra l banks' in te rbank funds trans­
fer system s in countries where they have no branch 
or subs id iary  (rem ote access). Hence, BOF system  
access cond itions m ust be revised to incorporate 
the right to rem ote access. The right to rem ote ac­
cess will lower the start-up threshold for banks ’ 
cross-border operations.

O pera ting  hours for the BOF system  will be ex­
tended to abou t 18 hours per day and will be 
am ong the longest in the EU. The need to extend 
system  opera ting  hours is currently  be ing d is ­
cussed in m any centra l banks, inc lud ing  all the EU 
centra l banks. Longer opera ting  hours for centra l 
bank system s will fac ilita te  banks ’ m anagem ent of 
paym ent transfer risks.

The centra l banks ’ RTGS system s that are 
linked to the TARGET system  will observe partly 
harm onized opera ting  hours. All system s will c lose 
at 19.00 Finnish tim e, so that euro-area m onetary 
po licy  opera tions can be effected sim ultaneously in 
all the countries on the basis of end-o f-day accoun t 
ba lances. It has been agreed that the m inim um  
overlap  of opera ting  hours will be 11 hours, but 
national centra l banks will be entitled to observe 
longer hours, as open ing  tim es will not be harm o­
nized.

It has been p lanned to extend the opera ting  
hours of the BOF system  g radua lly  so that from 
S eptem ber 1998 the c los ing  tim e will be 18.00
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Finnish tim e and from the start of 1999 19.00. The 
open ing tim e will be changed to abou t 1.00 in 
S ep tem ber 1998, at w h ich  tim e a second settle­
m ent p rocess for banks' paym ent system s will be 
in troduced. The banks and the Bank of F inland 
have agreed on the in troduction of a second  settle­
m ent for the banks ’ (net settlem ent) paym ent sys­
tem  in add ition  to the present a fternoon settlem ent 
at 15.45 Finnish time. The second settlem ent will 
be effected in the BOF system  im m edia te ly after 
it opens.

The Bank of F inland will con tinue to observe 
cost recovery p ric ing  in the provision of services 
after the changeover to the euro. However, the EU 
centra l banks are striv ing toward greater harm o­
nization of p ric ing  po lic ies, w h ich m ay affect the 
fees cha rged  by the Bank of Finland. The EU cen ­
tral banks are currently engaged in d iscuss ions on 
p ric ing  po lic ies.

P lanned changes in the Bank of F in land ’s co lla t­
eral and lim its po lic ies are in tended to facilita te  
banks ’ liqu id ity  m anagem ent. Further deve lopm ent 
of liqu id ity  m anagem ent techn iques is cruc ia l to the 
prevention of possib le  negative effects of grow ing 
transaction  vo lum es on the flu id ity  of paym ent 
transfers. The Bank of F inland has d e c id ed  to d is ­
continue the app lica tion  procedure  for banks w ish­
ing to change  the ir BOF system  in traday c red it lim ­
its. Banks will be ab le  to change the ir c red it lim its at 
any tim e du ring  the day in acco rd  w ith the ir needs. 
A bank that changes its c red it lim it w ill be required 
to post full colla te ra l w ith the Bank of Finland.

The transition to S tage Three of EMU will also 
entail an expansion in the range of assets e lig ib le  
as colla te ra l for centra l bank cred it. Not all aspects 
of the com m on colla tera l po licy  to be observed by 
the centra l banks of the euro area have yet been 
defined. In the course of preparing  for m onetary 
union, agreem ent in p rinc ip le  has been reached to 
the e ffect tha t c ross-border use of colla tera l should 
be allow ed in S tage Three. Consequently, the cen ­
tral banks of the m em ber states of the euro area will 
acce p t fore ign assets as colla te ra l for centra l bank 
cred it. The range of assets a cce p ted  as collateral 
by the Bank of F inland will thus be w ider than at 
present, and this w ill m ake it easier for fore ign 
banks (and others) to opera te in Finland. The Bank 
of F inland will in each case require full colla tera l for 
all types of cred it.

Technical modifications
The m ost im portan t techn ica l m od ifica tions in the 
BOF system  will concern  the fo llow ing areas:

1 L inkage to other centra l banks 
(In terlinking system )

2 SWIFT user in terface for dom estic  banks
3 Q ueuing system

A com m unica tions network ca lled  the Interlinking 
system  will in te rconnect the RTGS system s of the



Chart.

BOF system interfaces

national centra l banks in the euro area to form  the 
TARGET system . Because the Bank of F inland m ust 
see to it that its system  is cap ab le  of processing 
m essages sent v ia  the Interlinking system , certa in  
techn ica l m od ifica tions will need to be m ade in the 
BOF system. The p rocessing  of Interlinking m es­
sages at the Bank of F inland will be fu lly au tom at­
ed. From the v iew po in t of the Bank of F in land’s cus ­
tom ers, ie the banks, the new Interlinking system  is 
s ign ifican t m ainly in tha t it enab les banks to effect 
c ross-border paym ents v ia  the Bank of F inland.

In the future, the BOF system  will prov ide more 
d ivers ified  user in terfaces for banks. The present 
PC-based worksta tion app lica tion , w h ich  uses the 
TCP/IP pro tocol (Transport Control P rotocol/Internet 
Protocol) for com m unica tion  purposes, will be sup ­
p lem ented by a SW IFT-based (Society for W orld­
w ide  In terbank Financial Telecom m unication) user 
in terface. The banks will use the SWIFT user in ter­
face to transm it cus tom ers ’ paym ent m essages 
based on TARGET standards. The TCP/IP-based 
user in te rface prov ides banks w ith a w ide range of 
fac ilities to m onitor the ir in traday accoun t positions 
at the Bank and to m ake changes in paym ent 
queues (m ore on queu ing below).

The Bank of F inland de c id ed  to bu ild  the SWIFT 
user in te rface because notab le changes would

have been required in its current worksta tion ap p li­
cation to enab le  the p rocessing of custom er pay­
m ents based on TARGET standards. In the future, 
dom estic  and c ross-border paym ents m ay be 
transferred using paym ent m essages MT100 and 
MT202 based on SWIFT com m unica tion  standards. 
Several European centra l banks will use both 
SW IFT-based and TCP/IP-based user in terfaces.

The Bank of F inland will incorpora te  a paym ent 
queu ing p rocedure  in the BOF system . The queue­
ing p rocedure  is required in instances w here the 
send ing bank ’s current accoun t at the Bank of 
F inland does not have adequa te  funds to cover a 
paym ent. In such a case, the paym ent order w ill be 
put into a queue until suffic ient funds are m ade 
available. W hen adequa te  funds enter the sending 
b a nk ’s accoun t, the paym ents in the queue will be 
settled autom atically. In light of the expec ted  sub ­
stantial increase in transaction  volum es processed 
by the BOF system , it is im portan t that paym ents 
queu ing be arranged in o rder to ensure flu id  pay­
m ent transfers.

The banks will be ab le  to view  the paym ent 
queues and change  the o rder of paym ents v ia  their 
w orkstations. The banks will a lso be ab le to priori­
tize paym ents, spe c ify  earliest possib le  entry dates 
for them  or rem ove them  from  the queue. In o rder to
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resolve a g rid lock  situation, the system  will check 
autom atica lly  on w hether all queued paym ents can 
be effected sim ultaneously.

Concluding remarks
In the next few  years, the BOF system  will undergo 
s ign ifican t changes, re flecting both the coopera tive  
efforts of the EU centra l banks and the needs of do ­
m estic paym ent system s. Transition to S tage Three 
of EMU will require changes in the rules and tech ­
nical features of the BOF system. In order to ensure 
flu id  p rocessing of increasing transaction volum es, 
the rules m ust be m ade more flex ib le  and the level 
of techn ica l services raised. These changes in the

BOF system  are a sign of the grow ing im portance 
of the system  -  wh ich is to serve as a channel for 
dom estic  paym ents as well as c ross-border pay­
ments between Finland and other European coun­
tries.

30 April 1997

• Key words: Bank of F inland, RTGS, TARGET
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The BOF5 macroeconomic model of 
the Finnish economy

by Alpo Willman, Head of O ffice 
and Hanna-Leena Mannisto, Econom ist 
Econom ics D epartm ent 
Bank of F inland

T he Bank of Finland's BOF model is designed to 
simulate the Finnish econom y in an aggrega­
tive way and to produce quantitative inform a­

tion on responses of the econom y to various types of 
im pulses originating eg in the world econom y or in 
econom ic po licy measures. The BOF m odel is a 
m edium -sized quarterly m acroeconom etric m odel', 
used for forecasting and po licy analysis. This article 
describes the structure of the latest version of the 
m odel and provides some exam ples of its behaviour 
in simulation experiments. Expectations for a very 
large set of variables can now be treated as gen­
uinely forward-looking, which extends the model's 
app licab ility  for several types of po licy simulation.

Evolution of the BOF model
In retrospect, there have been several jum ps in the 
deve lopm ent of the theoretica l foundations of the 
BOF m odel in its m ore than 25 years of existence. 
These jum ps fa irly well reflect overall deve lopm ents 
in the art of bu ild ing  m acroeconom etric  m odels. In 
the 1970s the BOF m odel was a typ ica l Keynesian 
dem and-orien ted m odel. In the 1980s it was m od i­
fied so as to be m ore consis ten t with the ‘neoc las­
sical synthesis', w h ich stressed the im portance of 
long-run supp ly  constra in ts.

The 1980s also saw the deve lopm ent of a theo­
retical fram ew ork for m odelling the function ing  of f i­
nancia l m arkets. In the BOF3 version of 1985, d is ­
equ ilib rium  econom ic theory was app lied  to the 
Finnish financia l m arkets. This re flected the fact 
that until the m id-1980s Finnish m onetary po licy 
was based on cred it rationing. A round that time, 
the Finnish financia l m arkets were de regu la ted and 
the focus of attention shifted from  excess dem and 
for bank loans to the dem and and supp ly  of broad 
money, the determ ination of m oney m arket interest 
rates and the term  structure of interest rates. 
Hence, the BO F4’s (1990) financia l b lock was m od­
e lled w ith in a conventional fram ew ork in w h ich the 
interest rate c lears the m oney market.

New version: forward looking
The latest version of the m odel, BOF5, was recent­
ly put into operation. O ne aim of recent work on the

' The number of key behavioural equations in the model is cur­
rently about 60. In addition, there are more than 300 identities, 
input-output equations and definitional equations.

m odel has been to further deve lop the theoretica l 
founda tions and reduce the gap  between m acro­
econom etric  m odels and m ainstream  m acroeco­
nom ic theory. This gap is large ly associa ted with 
d ifficu lties in m odelling and solv ing la rge-sca le 
m acroeconom etric  m odels w ith rational (forward- 
looking) expecta tions, even though in the theoreti­
cal literature rational expecta tions has been the 
main w ork ing hypothesis for expecta tions fo rm a­
tion for som e 20 years.

With the developm ent of solution algorithms, esti­
mation software, and more powerful PC hardware, the 
treatment of expectations as being forward looking is 
no longer out of reach of model builders. Hence, in 
build ing the BOF5 the main hypothesis has been that 
expectations are rational or ‘m odel-consistent’.

In connection  w ith forecasting , however, this hy­
pothesis is still com puta tiona lly  burdensom e and 
cons idered  to reflect a rather extrem e view. For this 
reason the BOF5 also conta ins a backw ard-looking 
alte rnative for each fo rw ard-looking equation, with 
exactly  the sam e long-run properties.

In p reparing  the m edium -term  m acro forecast, 
a part of w h ich is the inflation forecast, inflation ex­
pecta tions can be treated as forw ard looking. The 
inflation fo recast ind ica tes w hether the inflation ta r­
ge t is likely to be ach ieved w ith no change in the 
stance of m onetary policy. On the other hand, in 
analysing policy, rational expecta tions entail ind is ­
pu tab le  advan tages, and the whole spectrum  of 
fo rw ard-look ingness can be utilized.

O ther im provem ents over the BOF4 concern  
the wealth and cred it channels, of w h ich the wealth 
channel is de sc rib ed  below. Because the cred it 
channel is not yet inc luded in the version norm ally 
used, we do not d iscuss it here. W ithout the cred it 
channel, the financia l b lock  of the BOF5 reflects a 
s tra igh tfo rw ard  app lica tion  of the m onetary trad i­
tion of financia l m odelling.

M ain features o f the BOF5 model

An aggregative description
We first sketch a broad p ic ture of the m odel before 
de scrib ing  m ore p rec ise ly  the w ork ings of the core 
of the m odel, ie the private sector.

In the goods and p roduction  fac to r m arkets, the 
m odel con ta ins three dom estic  behavioural sec ­
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tors: household sector, corpora te sector and govern­
m ent sector. The corpora te  secto r is d isaggrega ted  
into two production  sectors: the m anufacturing  sec ­
tor, assum ed to be exposed to fore ign com petition, 
and the rest of the private sector, assum ed to be 
sheltered from  d irect fore ign com petition.

M ainly because of the need to de term ine in­
com es and outlays, the genera l governm ent sector 
is d isaggrega ted  into centra l governm ent, local 
governm ent sector and socia l security  funds. The 
local governm ent sector is treated as a sing le inde­
pendent dec is ionm aking unit, w h ich is assum ed to 
m axim ize the utility of m un ic ipa lity  residents under 
a tigh t bu dge t constra in t. The centra l governm ent 
gu ides the behaviour of the local governm ent sec­
tor m ainly through transfer paym ents to m un ic ipa li­
ties.

In the financia l b lock of the BOF5 m odel the 
agents (decis ionm akers) are households, firms, 
banks, other financia l institutions, the governm ent 
sector, the centra l bank and fore ign investors.

A fixed exchange rate reg im e is norm ally incor­
porated, but the centra l bank dec is ion  variab le  can 
be varied in the sim ulations. This m eans tha t the 
m odel can also be solved assum ing a floa ting 
exchange rate regim e. Perfect cap ita l m obility, im ­
ply ing uncovered interest parity, is the benchm ark 
case.

In the con text of w age form ation, labour unions 
and cen tra lized ba rga in ing play an im portan t role 
in F inland. This is re flected in the structure of the 
model in that w age deve lopm ents are de com ­
posed into ‘nego tia ted ’ w age rate increases and 
‘w age d rift’ occu rring  ou ts ide  the con tractua l w age 
form ation m echanism . Inflation expectations, tax 
w edges and unem ploym ent are the main de te rm i­
nants of negotia ted wages. The w age d rift com p o ­
nent in turn is de term ined by d isequ ilib rium  factors 
in the labour market, ie the unem ploym ent rate and 
the rea l-wage gap. The latter is de term ined by the 
d iffe rence between lagged  real p roduc t w age and 
the warranted wage, g iven by the m arg ina l p roduct 
of labour.

Theoretical foundations
The theoretica l starting po in t adop ted  in cons truc t­
ing the BOF5 is that it represents the neoclassica l 
synthesis. By this, we mean that in the short run, 
ow ing to the relative rig id ity  of w ages and prices, 
production, incom e and em ploym ent are de te r­
m ined by aggrega te  dem and. The short-run p ro p ­
erties of the m odel are thus Keynesian. In the 
course of tim e, however, w ages and prices re­
spond to poss ib le  d iscrepanc ies  betw een dem and 
and supply, and consequently  the p roduc t and 
labour m arkets tend to converge  to full em p loym ent 
and purchasing power parity between dom estic  
and fore ign currency prices.

In spec ify ing  the equa tions of the BOF5 m odel, 
expecta tion  variab les ap pe ar as exp lanato ry vari­
ab les in m any of the estim ated equations: private 
8 Bulletin 5 • 97

consum ption, housing investm ent, private fixed in­
vestm ent, inventory investm ent, dem and for labour, 
price  of housing, price  of exports, p roducer prices 
and the dem and for money. System atic use of the 
‘Euler app roach ' m akes the m odel forw ard looking. 
In addition, the negotia ted w ages equation entails 
rational inflation expecta tions and the long-term  in­
terest rate is de term ined as a w e igh ted  average of 
expected  short-te rm  interest rates.

Unlike in trad itional m odels, where only the past 
values of fundam enta l exp lanato ry variab les affect 
dependen t variab les, it is now the entire expected  
future tim e paths of fundam enta l variab les which 
affect dependen t variab les. However, a lthough it is 
forw ard looking, the BOF5 also con ta ins a substan­
tial am ount of fric tion and rig id ities, m ainly resulting 
from  ad justm ent costs. Thus it is not on ly the future 
that m atters for the solution of the m odel; the past 
pe rfo rm ance of the econom y also has a strong im­
pact.

A com m on way of tak ing  into accoun t ad just­
m ent costs is to ap p ly  tw o-stage optim ization. The 
first stage, w h ich is carried  out as if there were no 
ad justm ent costs, de term ines the desired levels of 
the variab les. In the second stage, ad justm ent 
costs -  wh ich increase w ith devia tions of actua l lev­
els from  desired levels and w ith changes in actual 
values -  are m in im ized. This procedure  results in 
equations w h ich  although forw ard-looking also 
have a strong backw ard-look ing character.

In the fo llow ing, we focus on the household and 
corpora te  sectors, because both househo lds and 
firm s are m odelled to m ake in tertem pora l decis ions 
for w h ich expecta tions form ation p lays an im por­
tant role.

Household sector behaviour

Both past and future m atter
Households ga in utility from  consum ption  and ser­
v ices associa ted w ith ho ld ing  money. Via the b u d ­
get constra in t, consum ption  and investm ent d e c i­
sions affect net borrow ing and further accum ula tion  
of wealth in the household sector. As ow ner-occu­
p ied housing is part of househo ld secto r wealth, 
the housing m arket should be m odelled  in order to 
have wealth form ation fu lly determ ined.

The behaviour of the household secto r is based 
on in tertem pora l m axim ization of utility under a flow  
bu dg e t constra in t, w ith wealth com posed of hous­
ing wealth, m oney ba lances and debt. In addition, 
we fo llow  general em p irica l p rac tice  in assum ing 
that som e househo lds are liqu id ity  constra ined.

These assum ptions im ply tha t private con ­
sum ption depends on curren t-pe riod  real d isp o s ­
ab le incom e, real wealth and the present value of 
the expected  stream  of future real incom e. Hence, 
consum ption  is forward looking.

As a result of utility m axim ization, the dem and 
for real m oney ba lances is de term ined by private 
consum ption and the nominal interest rate. Because



of ad justm ent costs associa ted with m oney ba l­
ances, we end up w ith a fo rw ard-looking equation 
fo r the dem and for money, w h ich  also conta ins 
backw ard-look ing  elem ents, ie the dem and for ac­
tual real m oney ba lances depends on the w e igh ted 
averages of past and future consum ption  stream s 
and on nom inal in terest rates.

The wealth channel
The in teraction of the dem and and supp ly  of hous­
ing services p lays an im portan t role in the wealth 
channel m echan ism  and hence in the transm ission 
of m onetary po licy  to the household sector. The 
equ ilib rium  cond ition  for the dem and and supp ly  of 
housing services, w h ich  de term ines the rental price 
of housing, depends positive ly on perm anent in­
com e and nega tive ly  on the existing housing stock. 
The m arket p rice  of housing is the d iscoun ted  p re­
sent value of the determ inants of the rental p rice  of 
housing and is therefore forw ard looking. However, 
as it is assum ed that the dem and for housing ser­
v ices reacts slow ly to changes in perm anent in­
com e, th is re lationship a lso inc ludes a strong back­
w ard-looking elem ent. In th is equation, m onetary 
po licy  affects the m arket price  of housing d irectly  
through the interest rate used in d iscounting .

The m arket price  of housing affects household 
secto r wealth v ia  the value of the housing stock and 
the accum ula tion  of the housing stock. The con ­
struction of new dw ellings is a function  of the m ar­
ket p rice  of housing relative to p roduction  costs 
(Tobin’s q). In addition, changes in the interest rate 
also have a d irect e ffect on housing investm ent. 
This d irec t link is associa ted w ith the cost of financ­
ing du ring  the construction  period.

The household sector flow  bu dge t constra in t 
de fines the net borrow ing requirem ent, ie the a c c u ­
m ulated changes in ou tstand ing deb t of the house­
hold sector.

Anticipated change in future income
Charts 1 and 2, w h ich g ive the results of partia l s im ­
ulations, illustrate the w ork ing of the household 
secto r and the im p lica tions of fo rw ard-lookingness. 
These sim ulations are based on endogenous equa­
tions for consum ption, m arket p rice  of housing, 
housing investm ent, housing stock, m arket value of 
housing stock, accum ula tion  of net financia l wealth 
and total nom inal wealth. D isposab le  incom e of 
househo lds is increased perm anently  by one per 
cen t in the experim ents.

In the first case it is assum ed that househo lds 
know w ith certa in ty the perm anent increase in fu ­
ture incom e long before it occurs. In the second 
case the increase in incom e com es as a surprise, 
bu t after its occu rrence  it is known to  be pe rm a­
nent. In C hart 1, we see that consum ption  starts to 
react to an an tic ipa ted  future increase in incom e 
im m edia te ly when househo lds becom e in form ed of 
it, ie househo lds try to sm ooth the ir life -cyc le  con ­
sum ption paths.

Reaction of private consumption to 
anticipated and unanticipated permanent 
increase in real disposable income

Chart 1.

Percentage d ifference from  base

1. Consum ption, anticipated
2. Consum ption, unanticipated
3. Real disposable income

Chart 2.

Reaction of private consumption to 
anticipated permanent increase in 
real disposable income

5 10 15 20 25
years

1. Private consum ption
2. Housing stock
3. Real price o f housing
4. Wealth

C hart 2 shows how consum ption, the real price  
of dw ellings, the stock of housing and real wealth 
m ove toward the ir new long-run equ ilib rium  levels 
in the case of an an tic ipa ted  increase in incom e. 
The housing price  reacts qu ite strong ly to future in­
com e increases and is transm itted to the wealth
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variab le. As the estim ated incom e e lastic ity  of the 
dem and for housing services is greater than unity, 
the pe rcen tage increase in the housing stock is in 
the long run greater than the pe rcen tage increase 
in consum ption. The real p rice  of housing remains 
perm anently above the baseline. This is necessary 
in o rder to keep investm ent in dw ellings at the level 
required by the greater deprecia tion  associa ted 
w ith a larger housing stock.

Corporate sector behaviour

Firms m aximize future profits ...
The behaviour of firm s is based on profit m axim iza­
tion. Again, the tw o-stage optim ization approach  is 
used. Desired levels are first de term ined and then 
the ad justm ent costs are m inim ized.

In the first stage, firm s m axim ize the value of 
the ir expected  future profit stream s sub ject to their 
respective production  functions2, p roduc t dem and 
functions and ad justm ent costs associa ted w ith in­
vestm ent. The m anufacturing secto r m eets two d e ­
m and functions: the foreign dem and for expo rta ­
bles, ie the goods exports  equation; and dom estic  
dem and for im port-com pe ting  products. In line w ith 
the small open econom y hypothesis, the price  e las­
tic ity  of exportab les is high and approaches infinity 
in the long run.

Dem and in the rest of the private sector is sole­
ly dom estic  dem and. Dem and for dom estica lly  p ro­
duced  goods and serv ices is ob ta ined ind irectly  as 
the d iffe rence between total dom estic  dem and and 
im ports. As the price e lastic ity  of im ports is low, 
there is low substitu tab ility  between dom estica lly  
p roduced  and im ported goods.

As a result of profit m axim ization we obtain fo r­
w ard-looking fixed investm ent functions fo r each 
secto r so tha t investm ent depends on both future 
and past d iffe rences between the m arg ina l p roduct 
and the rental p rice  of cap ita l. The main de te rm i­
nant of the rental p rice  of cap ita l is the real interest 
rate. M arg ina l p roducts  of cap ita l are ca lcu la ted  
from  estim ated production  functions and depend 
positive ly on the ou tpu t-cap ita l ratio. Hence, a ccu ­
mulation of the cap ita l s tock decreases the m arg in­
al p roduc t of cap ita l and the incentive for ad d ition ­
al investm ent, unless the dem and for ou tput grows 
at the sam e time.

The desired dem and for labour inpu t can be 
solved from the inverted p roduction  function. The 
first stage m axim ization also defines the desired 
p rice  levels for exportab les and for com m odities 
sold in dom estic  m arkets as a m arkup over short- 
run m arg ina l costs of p roduction . M arg ina l costs 
inc lude raw m aterial costs and the ratio of nominal 
labour costs to the m arginal p roduct of labour (m eas­
ured in term s of the cap ita l-labour ratio). Hence, a

2 In manufacturing, the value-added production function is a 
Cobb-Douglas function and for the rest of the private sector the 
functional form is CES. In both sectors the input share of raw ma­
terials is assumed constant in volume terms.

positive dem and shock causes upw ard price  pres­
sure via the decreasing m arginal p roduct of labour.

It is worth noting tha t a lthough the main de te r­
m inant of export prices is the short-run m arginal 
cost of production, in the long run pu rchasing 
pow er parity m ust ho ld between export prices and 
com peting  w orld  m arket prices. For instance, if 
relative export prices are too high, the volum e of 
exports  and hence p roduction  decreases. This 
p rocess con tinues until costs are restored to a level 
consis ten t w ith com peting  w orld  m arket prices, 
m ainly through w age responses to lower dem and 
for labour.

... And minimize adjustm ent costs
The second stage of the m in im ization of ad justm ent 
cost functions produces equations for actua l export 
prices, p roducer prices and actual labour dem and, 
w ith both forw ard- and backw ard-look ing  elem ents. 
A s im ilar type of equation is also de rived for inven­
tory investm ent by assum ing increasing costs as­
socia ted w ith devia tions of inventories and p ro du c­
tion from  desired levels.

The inpu t-outpu t identity for p roduction  w ith the 
assum ption of fixed input shares is used in solving 
for va lue -added deflators. Likewise, p rices for de ­
m and com ponents are ob ta ined as w e igh ted  aver­
ages of sectora l p roducer prices, im port p rices and 
ind irect taxes. The consum er p rice  index is m od­
e lled to inc lude  the im puted housing cost term .

Simulation properties o f the model
We now illustrate som e of the main features of the 
m odel w ith the aid of sim ulation experim ents. Two 
d ifferent types of shocks are d iscussed: a go ve rn ­
m ent consum ption  shock and a real in terest rate 
shock. To dem onstra te the im portance of expec ta ­
tions m odelling, both shocks are in troduced under 
two extrem e assum ptions regard ing  expectations.

The first assum ption is that of forw ard-looking 
expecta tions. Here, rational expecta tions are incor­
porated into a w ide set of behavioural equa tions as 
d escribed  above. The second assum ption is tha t of 
backw ard-look ing  expectations. In this case e c o ­
nom ic agents look only at past deve lopm ents  in 
m aking in tertem pora l cho ices. Expectations in the 
private secto r are fo rm ed sole ly on the basis of past 
observations. For m odelling purposes, w e use ex­
trapo la tive  expecta tions in fundam enta ls  com b ined  
w ith exogenous inflation expectations.

In the forw ard-looking sim ulations, the nominal 
interest rate reacts to changes in inflation, with the 
real interest rate rem aining constant. Fixed nominal 
exchange rates are assum ed in all the experim ents.

Governm ent expenditure shock
In the expend itu re  shock, centra l governm ent con ­
sum ption is perm anently decreased by an am ount 
rough ly equa l to one per cen t of real GDP in 1997. 
C hart 3 shows tha t the m odel behaves acco rd ing  to 
the princ ip les  of the ‘neoclass ica l synthesis '. In the
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BOF5 model simulations

1. Forward looking
2. B ackw ard looking

Key variab les, d iffe rences from  base

Central governm ent consumption  
decreased by one per cent of GDP

Chart 3.

Real interest rate increased by one  
percentage point
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short run, the decrease in governm ent expenditu re 
has a con tractionary  e ffect on output. In the longer 
run, the ad justm ent of p rices and w ages works to 
ad just the econom y toward an equ ilib rium  level of 
output, w h ich is de term ined by supp ly  cons idera ­
tions such as the availab le  labour fo rce  and exoge­
nously de term ined techn ica l progress.

In the s im ulation, the resultant shift of resources 
from  the governm ent secto r to the private sector in­
creases average productivity, so that the long-run 
level of ou tput is som ewhat h igher than w ithout the 
cu t in the governm ent spend ing . However, neither 
the unem ploym ent rate nor prices are perm anently 
affected.

The ad justm ent to a shock follows a different 
tim e path, depend ing  on how expecta tions fo rm a­
tion is m odelled . W ith forw ard-looking expec ta ­
tions, the ad justm ent toward a new equilib rium  
seem s to be m uch faster.

Real interest rate shock
In the interest rate sim ulation, the real ex post short­
term  m oney m arket rate is perm anently ra ised by 
one pe rcen tage  point. The sim ulation is not in tend­
ed to be a rea listic m onetary po licy  sim ulation. 
Rather, it serves m erely to c la rify  the role of the real 
in terest rate as such in the m odel. In a more realis­
tic  m onetary po licy  sim ulation, the accom panying  
exchange rate effects w ould of course have to be 
inc luded  as well. It is also questionab le  whether 
m onetary po licy  is at all capab le  of perm anently in­
fluenc ing  the real interest rate.

The rise in the real in terest rate results in a per­
m anent decrease in production. This com es m ainly 
through ad justm ent of the cap ita l s tock to a lower 
level in response to an increase in the rental price  
of cap ita l. L ikew ise, we see that the real w age rate 
m ust dec line  in o rder to m aintain full em p loym ent in 
the new long-run equilib rium .

Ongoing work aims a t  
further improvements
The BOF5 m odel is currently  under thorough test­
ing in the Bank of Finland's E conom ics Departm ent. 
This testing will p robab ly  lead to con tinued refine­
m ents in m odel structure details. Future work on the 
BOF5 m odel will focus not on ly on practica l fo re ­
casting  app lica tions  but a lso on reporting  of the 
structure and full p roperties of the m odel.

A  pa rticu la rly  im portan t area for fu rther research 
relates to m eans of hand ling  cred ib ility  issues in 
practica l m acroeconom ic m odelling. Progress in 
this area is obviously vital to the usefulness of 
econom etric  m odels in analysing econom ic  po licy 
in general and m onetary po licy  in particular.

30 April 1997

•  Key words: m acroeconom ic m odels, econom etric 
m odelling, simulation, expectations
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Items

New 2 0  m arkka note issue 
set for 12 May
F in land ’s current 20 m arkka note was first issued in 
1993. Now a new issue (Litt. A) of the 20 m arkka 
note incorpora ting  a ho logram  for greater security 
will be released. The note will have a more blue- 
green look to m ake it easier to d is tingu ish  from  the 
100 m arkka note.

The Bank of F inland will begin issue of the new 
20 m arkka note on 12 May. O lder 20 m arkka bank­
notes will be g radua lly  w ithdraw n from  circu lation, 
though they will continue to be legal tender and 
m ay be used as before in m aking paym ents.

Publications o f the Bank o f Finland
The Bank o f Finland Annual Report 1996 has been 
pub lished. The Report inc ludes the G overnor’s re­
view, a review of m onetary po licy  and other centra l 
bank activ ities in 1996, as well as the financia l state­
ments and accom panying  notes. Various banking 
transactions undertaken by the Bank during the 
year under review are inc luded in a statistica l a p ­
pendix. Helsinki 1997. 121 pp. ISSN 1239-9345.

The Bank of F inland has released its statistica l bu l­
letin Finnish Bond Issues 1996. The bulletin con­
tains data in Finnish, Swedish and English on all 
m arkka-denom inated bonds issued by Finnish bor­
rowers in F inland during 1996. The da ta  is based 
on a bond reg ister m ainta ined by the F inancial 
Supervision Authority. The report also inc ludes data 
on foreign currency-denom inated governm ent 
bond issues in 1996 as well as sum m aries of all 
m arkka-denom inated bond issues from  1991 to 
1996, broken down by sector.

A ltogether, 81 m arkka-denom inated bond is­
sues were reg istered in 1996. Their total value was 
FIM 73.8 billion, w h ich is 2 per cen t m ore than in 
1995. Issues of m arkka-denom inated governm ent 
bonds am ounted to FIM 62.1 billion, ie som e 84 per 
cen t of the total am ount of m arkka-denom inated 
bonds issued. Issues of bonds by financia l institu­
tions to ta lled FIM 8.5 billion and issues by com p a ­
nies FIM 3.2 billion. A sing le  local authority issue 
am ounted to FIM 20 billion.

A t the end of 1996, the total am ount of out­
s tanding m arkka-denom inated bonds was about 
FIM 254 billion, of w h ich issues to the pu b lic  a c ­
counted for approxim ate ly  FIM 223 billion.

Helsinki 1997. 12 p. ISSN 0781-4437.
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Measures concerning 
monetary and foreign exchange policy 
and the financial markets

1996
FEBRUARY_______________________
Base rate. The Parliam entary Supervisory Council 
lowers the Bank of F in land ’s base rate from 4.75 
per cen t to 4.50 per cen t w ith e ffect from
1 February.

MARCH _  __  __ _________
Tender rate. On 13 M arch, the Bank of F inland 
lowers its tender rate from  4.25 per cent to 3.75 per 
cent. In addition, the interest rate on banks ’ excess 
reserves is cu t from  2.25 per cen t to 1.75 per cent.

MAY__________
The Governm ent Guarantee Fund moves to the  
Ministry of Finance. On 1 May, the G overnm ent 
G uarantee Fund ceases to opera te as a separa te 
unit and its em p loym ent con tracts  are a llow ed to 
expire. The Fund, which was previously subordinate 
to Parliament, is m ade subord ina te  to the Council 
of State, opera ting  in connection  w ith the M inistry 
of Finance. Fund personnel are also transferred to 
the Ministry.
The Governm ent takes over Sponda. On 23 May, 
the Finnish G overnm ent purchases the entire 
share cap ita l of S ponda Oy at a purchase price  of 
FIM 1 232 m illion. The Bank of F inland orig ina lly  
set up S ponda Oy in 1991 to m anage the real 
estate and equ ity  assets transferred from 
S kopbank after the bank ran into severe liqu id ity  
and so lvency problem s.

JUNE
Currency Act am ended. On 10 June, the 
am endm ents to the C urrency A c t enter into force. 
The am endm ents enab le  the jo in ing of the m arkka 
to the EU Exchange Rate M echanism  (ERM). 
Tender rate. On 14 June, the Bank of F inland 
lowers its tender rate from 3.75 per cent to 3.60 per 
cent. In addition, the interest rate on banks’ excess 
reserves is cut from 1.75 per cent to 1.60 per cent.

JULY_______________ ____  ____
Tender rate. On 5 July, the Bank of F inland lowers 
its tender rate from 3.60 per cen t to 3.50 per cent. 
In addition, the interest rate on banks ’ excess 
reserves is cut from  1.60 per cen t to 1.50 per cent.

AUGUST __  ___
Bank of Finland’s guidelines for credit 
institutions. On 1 August, the Bank of F inland 
issues its m onetary po licy-re la ted gu ide lines for 
cred it institutions as a com p le te  set. The contents 
remain essentia lly unchanged.
Tender rate. On 23 August, the Bank of F inland 
lowers its tender rate from  3.50 per cen t to 3.25 
per cent. In addition, the interest rate on banks ’ 
excess reserves is cu t from  1.50 per cen t to 1.25 
per cent.

SEPTEMBER _  _  _____
Base rate. The Parliam entary Supervisory Council 
lowers the Bank of F in land’s base rate from  4.50 
per cen t to 4.00 per cen t with effect from 
16 September.
Tender rate. On 18 Septem ber, the Bank of 
F inland lowers its tender rate from  3.25 per cen t to 
3.10 per cent. In addition, the interest rate on 
banks ’ excess reserves is cu t from 1.25 per cent 
to 1.10 per cent.

OCTOBER ___________  _____
Tender rate. On 9 October, the Bank of F inland 
lowers its tender rate from 3.10 per cen t to 3.00 
per cent. In addition, the interest rate on banks ’ 
excess reserves is cu t from  1.10 per cen t to 1.00 
per cent.
Finland joins the ERM. Finland jo ins the EU 
Exchange Rate M echanism  (ERM) as of
14 O ctobe r 1996.
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Finland in brief

Land, climate and population
Finland covers an area of more than 338 000 square kilo­
metres. 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, Norway 
in the north and Russia in the east and has a coastline 
bordered by the Baltic Sea in the south and west. 
Agricultural land accounts for 8 % of the total area, forest 
and other wooded land for 68 % and inland waters for 
10% . Located between latitudes 60° and 70° north, 
Finland has warm summers and cold winters. Helsinki on 
the south coast has an average maximum temperature of 
21° C (70" F) in July and -3° C (25° F) in February.

Finland has a population of 5 132 320 (31 December 
1996) and an average population density of 17 per square 
kilometre. The largest towns are Helsinki (Helsingfors), the 
capital, with 532 053 inhabitants, Espoo (Esbo) 196 260, 
Tampere (Tammerfors) 186 026, Vantaa (Vanda) 168 778 
and Turku (Abo) 166 929.

There are two official languages: 93 % of the popula­
tion speaks Finnish as its mother tongue and 5.7 % 
Swedish. There is a small Lapp population in the north. 
Finnish is a member of the small Finno-Ugrian group of 
languages, which also includes Estonian and Hungarian.

Form of government
Finland is a parliamentary dem ocracy with a republican 
constitution. From the twelfth century to 1809 Finland was 
part of the Kingdom of Sweden. 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 constitution 
adopted in 1919 remains essentially unchanged today.

The legislative power of the country is exercised 
by Parliament and the President of the Republic. The 
supreme executive power is vested in the President, who 
is elected for a period of six years. The President for the 
current term, 1 March 1994 to 1 March 2000, is Mr Martti 
Ahtisaari.

Parliament, com prising 200 members, is elected by 
universal suffrage for a period of four years. Following the 
parliamentary elections of 1995, the seats of the various 
parties in Parliament are distributed as follows:

Social Democratic Party 63; Centre Party 44; National 
Coalition Party 39; Left Wing Alliance 22; Swedish 
People's Party 12; Green League 9; Christian League 7; 
Progressive Finnish Party 2; Rural Party 1; and Ecological 
Party 1.

Of the 18 ministerial posts in the present Govern­
ment appointed in April 1995, 7 are held by the Social 
Democratic Party, 5 by the National Coalition Party, 2 by 
the Left Wing Alliance, 2 by the Swedish People’s Party, 
1 by the Green League and 1 by an expert with no party 
affiliation. The Prime Minister is Mr Paavo Lipponen of the 
Social Democratic Party.

Finland is divided into 455 self-governing m unicipal­
ities. 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, GATT in 1950, the UN in 1955, 
the Nordic Council in 1955, the IFC in 1956, IDA in 1960, 
EFTA in 1961, the ADB in 1966, the OECD in 1969, the 
IDB in 1977, the AfDB in 1982, the MIGA in 1988, the 
Council of Europe in 1989, the EBRD in 1991 and the EU 
in 1995.

Having abolished most quantitative restrictions on 
foreign trade in 1957, Finland first took part in European 
free trade arrangements under the auspices of EFTA in 
1961. Imports from the USSR were also progressively 
freed from customs duties. F inland’s free trade agree­
ment 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. The 
agreement on the European Economic Area (EEA) be­
tween the member countries of EFTA and the European 
Union came into effect at the beginning of 1994. 
Finland’s negotiations to join the European Union were 
concluded in spring 1994. The accession treaty was signed 
in Corfu in June. In autumn 1994, a consultative refer­
endum was held in which the majority of the voters 
(56.9 %) were in favour of membership. The Finnish 
Parliament ratified the accession treaty in November. The 
accession treaty having been ratified by each Member 
State, Finland became a member of the European Union 
on 1 January 1995. Citizens of the five Nordic countries, 
Denmark, Finland, Iceland, Norway and Sweden, have 
enjoyed a common labour market, a passport union and 
reciprocal social security benefits since the mid-1950s.

F inland’s developm ent cooperation programmes 
channel assistance via international organizations and, bi­
laterally, to a number of African, Asian and Latin American 
countries.

The economy
Output and employment. Of the gross domestic product of 
FIM 478 billion in basic values in 1995, 2 % was gener­
ated in agriculture and fishing, 3 % in forestry, 29 % in 
industry, 5 % in construction, 11 % in trade, restaurants 
and hotels, 8 % in transport and communications, 3 % in 
finance and insurance, 20 % in other private services and 
19%  by producers of government services. Of total 
employment of 2.1 million persons in 1996, 7.1 % were 
engaged in primary production, 27.6 % in industry and 
construction and 65.3 % in services.

In 1995, expenditure on the gross domestic product 
in purchasers’ values amounted to FIM 546 billion and 
was distributed as follows: net exports 9 % (exports 
38 %, imports -2 9  %), gross fixed capital formation 15 %, 
private consumption 54 % and government consumption 
22 %. Finland’s tax ratio (gross taxes including com pul­
sory employment pension contributions relative to GDP) 
was 46.5 per cent, which is somewhat below the average 
for the Nordic countries.

Average annual (com pounded) growth of real GDP 
was 4 .7 %  in the period 1950-59, 5.0 % in 1960-69,
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3.7 % in 1970-79,3.7 % in 1980-89 and 3.6 % in 1950-95. Fin­
land’s GDP per capita  in 1995 was USD 24 500.

Foreign trade. EU countries absorb the bulk of 
Finnish merchandise exports. In 1992-1996 their average 
share was 51.7 %. Over the same period, Finland’s ex­
ports to other European countries (including Russia) 
accounted for 23.4 % and to the rest of the world for 24.9 
%. The regional distribution of Finland's merchandise im­
ports in the same period has been quite similar to that of 
exports: EU countries accounted for 51 .4% , other 
European countries for 24.7 % and the rest of the world 
for 23.9 %.

In 1996, the share of forest industry products in total 
merchandise exports was 30 %, the share of metal and 
engineering products 40 % and the share of other goods 
30 %. Raw materials and intermediate goods (incl. crude 
oil) accounted for 59 % of merchandise imports, fuels for 
5 %, investment goods for 15 % and consumption goods 
for 21 %.

Forest resources. Finland has fairly abundant forest 
resources, but only limited amounts of other raw mate­
rials. The growing stock comprises 1 887 million cubic 
metres, of which 46 % is pine, 36 % spruce and 15 % 
broad-leaved species, chiefly birch.

The annual growth increment totals 77 million cubic 
metres and the total drain was about 62 million cub ic me­
tres in 1995.

Finance and banking
Currency. Finland has had its own monetary system since 
1865. The currency unit is the markka (plural: markkaa), 
abbreviation FIM, which is d ivided into 100 pennia (singu­
lar: penni). From 1 November 1977 to 7 June 1991 the 
external value of the markka was officially expressed in 
terms of a trade-weighted currency index, which was per­
mitted to fluctuate within a prescribed 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 European Currency Unit, the ECU. The 
fluctuation margins and the m idpoint were set so as to 
correspond to the fluctuation margins and m idpoint of 
the old currency index. The m idpoint was first 4.87580 
(FIM/ECU). Owing to the devaluation of the markka on
15 November 1991, the m idpoint was increased to 
5.55841 and the fluctuation limits to 5.39166 and 5.72516. 
On 8 September 1992, the fluctuation limits of the markka 
were abandoned and the markka was allowed to float. On
14 October 1996, the markka was joined to the Exchange 
Rate Mechanism (ERM) of the European Monetary Sys­
tem (EMS) at the central rate of 5.80661 per ECU. As from 
25 November 1996 the ECU central rate is FIM 5.85424.

The Central Bank. The Bank of Finland (Suomen 
Pankki -  Finlands Bank), founded in 1811, operates under 
the supervision of the Parliamentary Supervisory Council, 
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 are appointed by the President of 
the Republic. The Board manages all affairs not express­
ly entrusted to the Parliamentary Supervisory Council, in­
cluding the terms of banks’ central bank finance and open 
market operations in the money and foreign exchange 
market. The powers vested in the Bank and its independ­
ence of the Government make the Bank of Finland one 
of the world's stronger central banks. In practice, the 
Bank liaises closely with the Government, so as to coord i­
nate econom ic policy. The Bank of Finland has a head 
office in Helsinki and 4 branch offices in other towns.

Other banks (31 December1996). Finland has three 
major groups of deposit banks with a total of 1 447 offices. 
There are two big commercial banks with national branch 
networks and five smaller ones. The commercial banks 
have a total of 14 foreign branches, subsidiaries and as­
sociate banks and 18 representative offices abroad. 
There are 40 savings banks and 298 cooperative banks 
with their own extensive branch networks. In addition, four 
foreign banks have branches in Finland and nine foreign 
banks have representative offices .

Financial market. Of the total stock of FIM 679 billion 
in outstanding domestic credit at the end of September
1995, 5 0 %  was provided by deposit banks, 2 6 %  by 
insurance companies, 5 % by other private credit institu­
tions, 6 % by public financial institutions and 12 % by the 
state, local authorities and social security funds. There 
are no quantitative restrictions or interest rate limitations 
on lending. Regulation of bank lending rates was progres­
sively relaxed earlier in the 1980s and finally abolished in 
1986.

In the money market, 67 % of the instruments, which 
totalled approximately FIM 135 billion at end-1996, were 
bank certificates of deposit (including central bank paper). 
Other negotiable money market instruments consist of 
Treasury bills, commercial paper and local authority paper.

There are 71 listed companies on the Helsinki Stock 
Exchange, with a market capitalization value of FIM 285 
billion (at end-1996). Domestic bonds and debentures in 
circulation at end-1996 totalled FIM 254 billion; govern­
ment bonds made up 71 % of the total. Turnover on the 
Stock Exchange in 1996 amounted to FIM 102 billion; the 
share of shares and subscription rights in the total was 
approxim ately 99 %.
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1. The balance sheet o f the Bank o f Finland
1.1 The balance sheet of the Bank of Finland, mm. f im

1996 1997

31 Dec. 8 April 15 April 23 April 30 April

ASSETS 
Reserve assets 36 397 61 587 60 441 61 325 58 775
Gold 1 742 1 742 1 742 1 742 1 742
Special drawing rights 1 344 1 526 1 536 1 543 1 186
IMF reserve tranche 1 953 1 947 1 966 1 979 1 986
ECU-claim on the European Monetary Insitute 2 541 2 554 3 981 4 008 4011
Foreign exchange assets 28 817 53 818 51 216 52 053 49 851
Other foreign claims 3 853 3 947 3 947 3 947 3 947
Markka subscription to Finland s quota in the IMF 3 794 3 887 3 887 3 887 3 887
Share in the European Monetary Institute 59 59 60 60 60
Claims on financial institutions 13 497 15 107 16 724 18 864 18 864
Liquidity credits - - 76 - -

Securities with repurchase commitments 11 626 13 293 14 854 17 070 17 070
Term credits - - - ■ -

Bonds 196 169 169 169 169
Other claims on financial institutions 1 676 1 645 1 625 1 625 1 625
Claims on the public sector 1 906 1 902 1 904 1 904 1 904
Treasury bills - - -
Bonds - - - - -
Total coinage 1 906 1 902 1 904 1 904 1 904
Other claims on the public sector - - - - -
Claims on corporations 2 266 2 254 2 253 2 248 2 047
Financing of domestic deliveries (KTR) 70 58 56 52 50
Other claims on corporations 2 197 2 197 2 197 2 197 1 997
Other assets 598 1 267 1 086 1 083 1 108
Accrued items 490 1 148 976 974 1 000
Other assets 108 119 110 109 108
Valuation account - - - -

Total 58 518 86 065 86 354 89 371 86 645

LIABILITIES
Foreign liabilities 5 680 5 082 5 091 5 155 5 174
Allocations of special drawing rights 951 995 1 004 1 011 1 014
IMF markka accounts 3 794 3 887 3 887 3 887 3 887
Other foreign liabilities 934 200 199 257 273
Notes and coin in circulation 16 891 15 634 15 543 15 552 16 064
Notes 15 076 13 854 13 770 13 781 14 288
Coin 1 815 1 780 1 773 1 771 1 776
Certificates of deposit 15 530 41 950 48 150 42 650 41 700
Liabilities to financial institutions 8 329 9 043 2 634 10 775 8 217
Reserve deposits 6 829 7 541 1 134 9 275 6 717
Term deposits - - - - -
Other liabilities to financial insitutions 1 500 1 503 1 500 1 500 1 500
Liabilities to the public sector - - - - -
Current accounts - - - - -
Other liabilities to the public sector - - -
Liabilities to corporations 574 263 252 247 213
Deposits for investment and ship purchase 574 263 252 247 213
Other liabilities to corporations - - - - -
Other liabilities 220 123 118 119 108
Accrued items 193 89 89 90 81
Other liabilities 27 35 29 29 27
Valuation account 260 2 934 3 532 3 839 4 135
Provisions 5 270 5 270 5 270 5 270 5 270
Pension provision 1 516 1 516 1 516 1 516 1 516
Other provisions 3 754 3 754 3 754 3 754 3 754
Capital accounts 5 764 5 764 5 764 5 764 5 764
Primary capital 5 000 5 000 5 000 5 000 5 000
Reserve fund 764 764 764 764 764
Net earnings - - - -

Total 58 518 86 065 86 354 89 371 86 645
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1.2 Time series for the balance sheet items of the Bank of Finland, mm. fim

End of Foreign sector Public sector
period

Gold Special IMF 
drawing reserve 
rights tranche

ECU-claim 
on the 
European 
Monetary 
Institute

Foreign
exchange
assets

Reserve
assets
(1+2+3
+4+5)

Other
claims,
net

Net
claims
(6+7)

Claims Liabil­
ities

Net
claims
(9-10)

1 2 3 4 5 6 7 8 9 10 11

1992 2 180 564 1 732 25 041 29 517 -2  998 26 519 2 446 90 2 356
1993 2 180 664 1 747 28 882 33 473 -1 324 32 148 1 788 784 1 004
1994 2 180 1 537 1 354 47 672 52 743 -1 114 51 629 1 806 93 1 713
1995 1 742 1 569 1 685 3 363 40 506 48 865 -2  082 46 783 1 882 75 1 807
1996 1 742 1 344 1 953 2 541 28 817 36 397 -1 826 34 571 1 906 - 1 906

1996
April 1 742 1 401 1 864 3 070 33 986 42 063 -1 481 40 582 1 873 342 1 531
May 1 742 1 474 1 953 3 002 27 814 35 985 -1 725 34 260 6 670 0 6 670
June 1 742 1 243 1 908 2 964 26 851 34 707 -2  015 32 692 6 460 0 6 460
July 1 742 1 187 1 880 2 642 26 402 33 854 -2  066 31 788 6 460 - 6 460
Aug. 1 742 1 186 1 909 2 6 1 3 27 139 34 590 -2  588 32 002 6 297 - 6 297
Sept. 1 742 1 412 1 928 2 614 27 619 35 315 -1 774 33 541 5 998 - 5 998
Oct. 1 742 1017 1915 2 5 1 9 29 510 36 703 -1 863 34 840 5 982 _ 5 982
Nov. 1 742 1 044 1 945 2 541 29 713 36 985 -2  088 34 897 5 987 _ 5 987
Dec. 1 742 1 344 1 953 2 541 28 817 36 397 -1 826 34 571 1 906 - 1 906

1997
Jan. 1 742 1 370 1 937 2 528 54 432 62 009 -1 292 60 717 1 907 - 1 907
Feb. 1 742 1 544 1 983 2 544 54 189 62 002 -1 370 60 632 1 907 - 1 907
March 1 742 1 514 1 930 2 532 51 982 59 700 -1 268 58 432 1 907 - 1 907
April 1 742 1 186 1 986 4 011 49 851 58 775 -1 227 57 548 1 904 1 904

End of 
period

Domestic financial sector Corporate sector

Term 
claims on 
deposit 
banks, 
net

Reserve Other 
deposits claims on 
of deposit financial 
banks’ institu­

tions, net

Net
claims
(12+13+
14)

Claims 
in the 
form of 
special 
financing

Special 
deposits 
and other 
items, 
net

Net
claims
(16+17)

Notes 
and 
coin in 
circu­
lation

Out­
standing 
CDs issued 
by the Bank 
of Finland

12 13 14 15 16 17 18 19 20

1992 3 738 -1 3  165 4 022 -5  405 747 -2  651 -1 904 14 508 4 880
1993 7 337 -6  398 -463 476 496 720 1 216 14 994 14 837
1994 1 480 -6  526 -347 -5  392 316 1 285 1 601 14315 35 236
1995 7 076 -1 5  676 655 -7  945 185 1 706 1 891 15611 27 090
1996 11 626 -6  829 372 5 169 70 1 623 1 692 16 891 15 530

1996
April 3 430 -8  831 304 -5  097 138 1 628 1 767 14 759 20 350
May 10 237 -8  790 527 1 974 129 1 541 1 670 14 967 20 700
June 7 887 -4  191 498 4 194 124 1 560 1 685 15 275 21 420
July 6 540 -7  203 487 -176 117 1 581 1 698 15 251 16 445
Aug. 9 988 -5  400 472 5 060 108 1 592 1 700 15 201 21 920
Sept. 10 147 -3  676 443 6 914 102 1 630 1 732 15 331 24 650
Oct. 10 683 -5  131 394 5 946 92 1 662 1 754 15 296 24 920
Nov. 7 041 -4  145 1 100 3 996 74 1 591 1 665 15 449 22 160
Dec. 11 626 -6  829 372 5 169 70 1 623 1 692 16 891 15 530

1997
Jan. 14 277 -5  082 336 9 531 68 1 797 1 865 15 659 47 370
Feb. 12 104 -1 404 324 11 024 63 1 856 1 918 15 590 47 520
March 18 158 -1 0  649 319 7 828 59 1 919 1 978 16 131 41 950
April 17 070 -6  717 294 10 647 50 1 784 1 834 16 064 41 700
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2. The Bank of Finland's operations in the money and foreign 
exchange markets and the banks' forward exchange position

2.1 The Bank o f Finland’s minimum resen/e system and standing facilities
Reserve requirement Required 

reserves \  
mill. FIM

Excess 
reserves, 
mill. FIM

Total reserves, 
mill. FIM 
(4+5)

Liquidity 
credits, 
mill. FIMOn deposits payable 

on demand, %
On other 
deposits, %

On other 
items, %

1 2 3 4 5 6 7

1993 2.0 1.5 1.0 6 398 440
1994 2.0 1.5 1.0 6 526 14
1995 l-IX 2.0 1.5 1.0 6 557 123

X-XII 2.0 1.5 1.0 6 530 616 7 146 37
1996 2.0 1.5 1.0 6 652 440 7 092 121

1996
April 2.0 1.5 1.0 6 672 148 6 821 153
May 2.0 1.5 1.0 6 624 105 6 730 -
June 2.0 1.5 1.0 6 689 481 7 171 -

July 2.0 1.5 1.0 6 728 139 6 868 -

Aug. 2.0 1.5 1.0 6 672 308 6 981 544
Sept. 2.0 1.5 1.0 6 636 1 634 8 270 -

Oct. 2.0 1.5 1.0 6 703 631 7 334 -

Nov. 2.0 1.5 1.0 6 596 136 6 732 233
Dec. 2.0 1.5 1.0 6 578 992 7 570 186

1997
Jan. 2.0 1.5 1.0 6 560 423 6 983 -

Feb. 2.0 1.5 1.0 6 590 992 7 582 -

March 2.0 1.5 1.0 6 582 1 478 8 060 -
April 2.0 1.5 1.0 6 589 566 7 156 18

1 As of 2 October 1995, the minimum reserve requirement is fulfilled on an averaging basis; until 2 October 1995, end of month figures.

2.2 The Bank o f Finland's money market transactions, mm. f im

Duhng
period

Purchases 
of money market 
instruments

Sales
of money market 
instruments

Matured 
money market 
instruments, net

Money marke 
transactions, 
(1-2-3)

1 2 3 4

1992 76 230 137 940 -6 0  417 -1 293
1993 86 521 146 899 -5 0  486 -9  892
1994 35 540 351 820 -29 5  165 -21 115
1995 50 435 434 810 -39 3  930 9 555
1996 94 080 250 980 -1 9 0  562 33 662

1996
April 3 500 16 320 -2 6  040 13 220
May 10 500 20 060 -1 2  880 3 320
June 7 900 14 020 -2  390 -3  730
July 6 700 16 450 -1 3  510 3 760
Aug. 14 800 21 920 -9  892 2 772
Sept. 11 900 24 650 -1 5  530 2 780
Oct. 10 600 24 920 -1 2  030 -2  290
Nov. 7 900 19 340 -2 3  630 12 190
Dec. 12 650 15 530 -6  430 3 550

1997
Jan. 17 100 47 370 -2  780 -27  490
Feb. 15 500 47 520 -2 8  660 -3  360
March 1 450 41 950 -47  030 6 530
April 24 200 41 700 -1 3  630 -3  870
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2.3 The Bank of Finland's transactions in convertible currencies, mm. fim

During
period

Intervention in the foreign exchange market Spot
transactions 
related 
to forward 
contracts, net

Central 
government' 
foreign exch 
transactions

Spot
purchases

Spot
sales

Forward exchange 
intervention = 
change in forward 
exchange position

1 2 3 4 5

1992 20 050 -7 0  640 -1 650 390 45 060
1993 25 120 -4 5  080 7 460 -6  910 33 240
1994 20 930 -1 2  900 9 060 -8  930 24 660
1995 4 910 -5  470 -6  170 9 170 -1 0  135
1996 7 360 -7  320 - - -1 3  868

1996
March - -440 - _ -1 970
April - -1 100 - _ -1  710
May 1 200 - - _ -6  230
June 240 - _ _ -72 0
July 60 - - - -50
Aug. 1 350 - - _ -658
Sept. 2 310 - - _ -2  210
Oct. 2 200 - _ _ -690
Nov. - -480 _ _ 30
Dec. - - - - -95 0

1997
Jan. 38 340 - 12 620 -1 2  260 -250
Feb. - - 430 _ -1 660
March 1 460 -720 -2  610 2 540 -3  490

2.4 Forward exchange contracts between Finnish markka and other currencies, mm. f im

Stock ______________________________ Finnish banks' forward contracts Non-residents' forward The Bank
a\ end ~  " contracts with Finnish of Finland’s
of With Finnish customers With foreign customers Total customers forward
period (excl. Finnish banks) (excl. Finnish banks) contracts

Currency
purchases
from
Finnish
customers

Currency 
sales to 
Finnish 
customers

Net

(1-2)

Currency
purchases
from
foreign
customers

Currency 
sales to 
foreign 
customers

Net

(4-5)

Net

(3+6)

Currency
purchases
from
Finnish
customers

Currency Net 
sales to 
Finnish 
customers

(8-9)

Net
currency
sales

1 2 3 4 5 6 7 8 9 10 11
1992 39 195 32 939 6 256 21 142 32 339 -11 197 -4  941 1 614 1 929 -315 7 133
1993 38 373 23 721 14 652 14 346 21 895 -7  548 7 104 11 632 2 173 9 459 1 939
1994 51 096 22 093 29 003 19 236 32 791 -1 3  555 15 448 18 372 4 780 13 592 -6  080
1995 60 280 19 095 41 185 31 837 48 906 -1 7  069 24 116 12 829 6 871 5 957
1996 53 520 21 793 31 726 44 068 72 021 -2 7  953 3 773 15 871 6 908 8 963 -

1996
March 69 288 29 810 39 478 47 057 66 398 -1 9  341 20 137 15 413 8 400 7 0 1 3 _
April
May

65 120 29 781 35 340 42 328 63 860 -21 532 13 808 15 326 8 836 6 490 _
63 924 29 718 34 206 43 553 66 290 -2 2  737 11 469 17 851 8 327 9 525 _

June 60 709 27 714 32 995 43 406 61 302 -1 7  896 15 099 16 731 8 494 8 237 _
July 57 388 27 873 29 514 42 949 62 681 -1 9  733 9 781 16 977 8 127 8 849 _
Aug. 56 042 26 638 29 404 43 992 68 884 -2 4  891 4 5 1 3 17 407 7513 9 894 _
Sept. 54 160 23 422 30 738 46 476 69 507 -2 3  031 7 707 18 761 7 536 11 225 _
Oct. 54 587 24 466 30 120 50 823 73 163 -2 2  341 7 779 18 988 6 902 12 085 _
Nov. 53 072 22 459 30 614 51 554 76 001 -2 4  446 6 168 18 476 7 649 10 827 _
Dec. 53 520 21 793 31 726 44 068 72 021 -2 7  953 3 773 15 871 6 908 8 963 -

1997
Jan. 61 066 21 103 39 964 61 130 72 501 -11 371 28 593 18 219 5 597 12 622 -1 2  185
Feb. 60 646 20 139 40 507 58 008 66 207 -8  199 32 308 18 779 5 040 13 740 -1 2  185
March 62 218 23 415 38 803 57 783 85 313 -2 7  530 11 273 18 160 5 138 13 023 -9  924

Bulletin 5 • 97 S5



3. Rates o f interest
3.1 Money market rates and rates applied by the Bank of Finland, per cent

Average of Interbank HELIBOR Bank of Finland rates 
daily o v e r n ig h t ----------------------------------------------------------------------------------------------------
observations rate Liquidity Excess-reserve B;

1 month 3 months 6 months 12 months credit rate1 rate2 ra

1 2 3

1992 13.32 13.49 13.27
1993 7.71 7.85 7.73
1994 4.38 5.11 5.35
1995 5.26 5.63 5.76
1996 3.66 3.58 3.63

1996
April 3.91 3.77 3.82
May 4.01 3.75 3.76
June 3.38 3.67 3.72
July 3.48 3.54 3.63
Aug. 3.94 3.45 3.54
Sept. 3.16 3.19 3.28
Oct. 3.11 3.04 3.10
Nov. 3.29 3.02 3.08
Dec. 3.11 3.02 3.08

1997
Jan. 2.68 3.02 3.07
Feb. 2.85 3.01 3.07
March 2.51 3.01 3.07
April 3.24 3.02 3.08

1 Call money credit rate until 2 July 1992.
2 Call money deposit rate until 2 October 1995.

4 5 6 7 8

13.08 12.96 14.90 7.41 9.17
7.59 7.47 8.95 4.95 6.85
5.78 6.33 7.11 3.11 5.27
5.97 6.34 7.63 3.63 5.20
3.74 3.99 5.57 1.57 4.38

3.95 4.21 5.75 1.75 4.50
3.86 4.16 5.75 1.75 4.50
3.84 4.11 5.67 1.67 4.50
3.78 4.07 5.52 1.52 4.50
3.70 4.00 5.43 1.43 4.50
3.43 3.67 5.19 1.19 4.25
3.20 3.40 5.03 1.03 4.00
3.21 3.46 5.00 1.00 4.00
3.20 3.40 5.00 1.00 4.00

3.16 3.34 5.00 1.00 4.00
3.17 3.34 5.00 1.00 4.00
3.18 3.42 5.00 1.00 4.00
3.21 3.48 5.00 1.00 4.00

3.2 The Bank o f Finland's liquidity facility 3.3 Weighted Eurorates and 
commercial ECU interest rate, per cent

The Bank 
of Finland's 
tender 
rate, %

Liquidity 
credit: 
interest 
rate margin 
%-points

Liquidity
credit:
maturity,
days

Call money 
deposits: 
interest rate 
margin, 
%-points

Excess-
reserve
rate

Average 
of daily 
obser­
vations

ECU 3 currencies Commercial
ECU

3 months

1 2 3 4 5 1 2 3

19921 13.85 1992 + 1.00 7 -3.00 1992 10,4 7.8 10.6
1993 7.87 1993 +2.00 7 -2.00 1993 8.0 5.9 8.1
1994 5.11 1994 +2.00 7 -2.00 1994 5.9 5.2 6.1
1995 5.63 1995 +2.00 7 2.25 1995 5.9 5.2 6.0
1996 3.57 1996 +2.00 7 1.00 1996 4.4 4.3 4.4

1996 1996 1996
April 3.75 April +2.00 7 1.75 April 4.4 4.2 4.5
May 3.75 May +2.00 7 1.75 May 4.3 4.3 4.4
June 3.67 June +2.00 7 1.60 June 4.4 4.3 4.5
July 3.52 July +2.00 7 1.50 July 4.3 4.3 4.5
Aug. 3.43 Aug. +2.00 7 1.25 Aug. 4.3 4.2 4.4
Sept. 3.19 Sept. +2.00 7 1.10 Sept. 4.2 4.1 4.3
Oct. 3.03 Oct. +2.00 7 1.00 Oct. 4.1 4.1 4.2
Nov. 3.00 Nov. +2.00 7 1.00 Nov. 4.1 4.2 4.2
Dec. 3.00 Dec. +2.00 7 1.00 Dec. 4.1 4.3 4.2

1997 1997 1997
Jan. 3.00 Jan. +2.00 7 1.00 Jan. 4.1 4.2 4.1
Feb. 3.00 Feb. +2.00 7 1.00 Feb. 4.1 4.2 4.1
March 3.00 March +2.00 7 1.00 March 4.2 4.3 4.3
April 3.00 April +2.00 7 1.00 April 4.1 4.3 4.2

13 .3.1996 3.75 13 .3.1996 1.75
14 .6.1996 3.60 14 6.1996 1.60
5 .7.1996 3.50 5 .7.1996 1.50
23 .8.1996 3.25 23  8.1996 1.25
18 .9.1996 3.10 18 .9.1996 1.10
9 . 10.1996 3.00 9 . 10.1996 1.00

1 July-December.
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3.4 Rates of interest applied by banks, per cent

Average _________________________Lending________________________________ ____________ Markka deposits and other markka funding
Tor
period

Cheque 
account 
and postal 
giro credits

New credits

Bills of Loans 
ex­
change

New
lending,
total

Average
lending
rate

Of which: 
Com­
mercial 
banks

24-
month
tax-
exempt
deposits1

36-
month
tax-
exempt
deposits1

Other 
tax- 
exempt 
deposits, 
max. rate 
of interest1

Average 
rate of 
interest 
on
deposits

Average Average 
rate of rate of 
interest interest 
on other on markka 
funding funding

1 2 3 4 5 6 7 8 9 10 11 12

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
1993 9.69 13.55 9.40 9.75 10.20 9.92 3.50 4.50 2.00 4.78 8.86 6.15
1994 7.32 11.55 7.13 7.35 8.18 7.91 3.25 4.25 2.00 2.99 5.96 4.01
1995 7.85 11.33 7.30 7.46 8.04 7.75 2.75 3.75 2.00 3.13 6.29 4.08
1996 5.61 9.61 5.31 5.43 6.49 6.15 2.00 3.00 2.00 2.15 4.31 2.78

1996
March 5.13 10.78 5.93 5.99 6.88 6.57 2.50 3.50 2.00 2.37 4.63 3.00
April 4.83 8.19 5.71 5.75 6.77 6.43 2.50 3.50 2.00 2.32 4.71 2.99
May 5.96 9.19 5.59 5.73 6.64 6.30 2.50 3.50 2.00 2.27 4.59 2.97
June 5.31 10.66 5.35 5.44 6.55 6.20 2.50 3.50 2.00 2.23 4.10 2.79
July 6.26 9.78 5.48 5.63 6.48 6.12 2.50 3.50 2.00 2.21 4.29 2.81
Aug. 6.19 9.74 5.51 5.66 6.42 6.04 2.50 3.50 2.00 2.07 4.09 2.71
Sept. 6.24 9.95 4.92 5.06 6.23 5.87 2.00 3.00 2.00 1.93 3.92 2.52
Oct. 5.63 9.73 4.90 5.04 5.99 5.67 2.00 3.00 2.00 1.84 3.72 2.39
Nov. 5.12 9.58 4.87 4.98 5.94 5.62 2.00 3.00 2.00 1.80 3.77 2.38
Dec. 5.21 9.04 4.38 4.48 5.83 5.48 2.00 3.00 2.00 1.73 3.92 2.35

1997*
Jan. 4.03 9.93 4.63 4.65 5.75 5.40 2.00 2.00 1.69
Feb. 4.80 5.71 5.36 2.00 2.00 1.61
March 4.88 5.68 5.32 2.00 2.00 1.48

1 End of period.

3.5 Yields on bonds and shares, percent
Period Bonds Shares

Reference rates calculated 
by the Bank of Finland

Taxable
government bonds

Share
yield

3 years 5 years 5 years 10 years

1 2 3 4 5
1992 13.1 13.0 12.0 11.51 2.5
1993 8.5 8.9 8.2 8.8 1.2
1994 8.5 9.3 8.4 9.1 1.0
1995 8.2 8.9 7.9 8.8 2.4
1996 5.8 6.8 6.0 7.1 2.1

1996
March 6.4 7.5 6.8 7.7 2.7
April 6.1 7.2 6.5 7.5 2.7
May 6.1 7.4 6.5 7.4 1.9
June 6.0 7.2 6.3 7.2 1.9
July 5.9 6.9 6.2 7.1 1.9
Aug. 5.8 6.9 6.1 7.2 1.8
Sept. 5.4 6.5 5.6 6.9 2.4
Oct. 5.0 5.9 5.1 6.5 2.4
Nov. 5.0 5.9 5.1 6.5 2.3
Dec. 5.0 5.9 5.0 6.3 2.2

1997
Jan. 4.8 5.7 4.8 6.1 2.2
Feb. 4.7 5.5 4.6 5.9 1.8
March 4.8 5.6 4.8 6.1 2.1

1 November and December only.
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4. Rates o f exchange
4.1 Middle rates, f im

Average New Montreal London Dublin Stock­ Oslo Copen­ Reykja­ Frankfurt Amster­ Brussels Zurich
of daily York holm hagen vik am Main dam
quo­
tations 1 USD 1 CAD 1 GBP 1 IEP 1 SEK 1 NOK 1 DKK 1 ISK 1 DEM 1 NLG 1 BEF 1 CHF

1 2 3 4 5 6 7 8 9 1 0 11 1 2

1992 4.4835 3.706 7.875 7.636 0.7714 0.7222 0.7444 0.0778 2.8769 2.5552 0.1397 3.2000
1993 5.7189 4.434 8.582 8.371 0.7350 0.8059 0.8822 0.0846 3.4584 3.0787 0.1655 3.8706
1994 5.2184 3.824 7.982 7.799 0.6758 0.7393 0.8207 0.0745 3.2169 2.8684 0.1561 3.8179
1995 4.3658 3.181 6.891 6.999 0.6123 0.6889 0.7790 0.0674 3.0471 2.7202 0.1481 3.6941
1996 4.5905 3.367 7.164 7.345 0.6847 0.7111 0.7921 0.0689 3.0530 2.7247 0.1484 3.7211

1996
April 4.7313 3.482 7.169 7.402 0.7040 0.7285 0.8147 0.0709 3.1434 2.8109 0.1530 3.8805
May 4.7568 3.475 7.207 7.437 0.6996 0.7233 0.8038 0.0706 3.1028 2.7755 0.1509 3.7924
June 4.6713 3.420 7.204 7.398 0.6991 0.7153 0.7933 0.0695 3.0590 2.7310 0.1487 3.7172
July 4.5888 3.352 7.128 7.354 0.6909 0.7113 0.7910 0.0687 3.0495 2.7171 0.1480 3.7178
Aug. 4.4777 3.263 6.941 7.215 0.6765 0.6986 0.7816 0.0676 3.0210 2.6932 0.1466 3.7227
Sept. 4.5383 3.313 7.075 7.309 0.6834 0.7029 0.7826 0.0680 3.0145 2.6889 0.1464 3.6860
Oct. 4.5714 3.383 7.245 7.352 0.6925 0.7049 0.7803 0.0681 2.9918 2.6669 0.1452 3.6337
Nov. 4.5500 3.400 7.571 7.576 0.6869 0.7162 0.7839 0.0687 3.0106 2.6843 0.1461 3.5703
Dec. 4.6398 3.409 7.726 7.709 0.6799 0.7173 0.7809 0.0692 2.9883 2.6635 0.1450 3.4927

1997
Jan. 4.7765 3.541 7.924 7.791 0.6764 0.7408 0.7803 0.0700 2.9754 2.6498 0.1443 3.4297
Feb. 4.9757 3.672 8.089 7.898 0.6720 0.7508 0.7794 0.0707 2.9729 2.6468 0.1441 3.4264
March 5.0716 3.702 8.141 7.932 0.6622 0.7448 0.7834 0.0713 2.9886 2.6558 0.1448 3.4601
April 5.1307 3.681 8.360 7.965 0.6678 0.7360 0.7876 0.0721 3.0003 2.6680 0.1454 3.5109

Average 
of daily 
quo­
tations

Paris 

1 FRF

Rome 

1 ITL

Vienna 

1 ATS

Lisbon 

1 PTE

Madrid 

1 ESP

Athens 

1 GRD

Tallinn 

1 EEK

Tokyo 

1 JPY

Mel­
bourne

1 AUD

ECU
Commer­
cial 
1 XEU

SDR 

1 XDR

13 14 15 16 17 18 19 20 21 22 23

1992 0.8486 0.00364 0.4088 0.0332 0.0438 0.024 0.4060 0.03546 3.289 5.798 6.31546
1993 1.0096 0.00364 0.4916 0.0356 0.0451 0.025 0.4323 0.05168 3.885 6.685 7.98671
1994 0.9406 0.00324 0.4573 0.0314 0.0390 0.0215 0.4021 0.05106 3.814 6.175 7.46629
1995 0.8748 0.00268 0.4331 0.0291 0.0350 0.0189 0.3809 0.04663 3.238 5.644 6.61879
1996 0.8978 0.00298 0.4340 0.0298 0.0363 0.0191 0.3816 0.04225 3.593 5.751 6.66357

1996
April 0.9262 0.00302 0.4470 0.0306 0.0377 0.0195 0.3929 0.04411 3.719 5.882 6.86087
May 0.9170 0.00306 0.4412 0.0302 0.0372 0.0196 0.3878 0.04474 3.790 5.844 6.87179
June 0.9026 0.00303 0.4348 0.0297 0.0363 0.0193 0.3824 0.04292 3.698 5.787 6.74035
July 0.9006 0.00301 0.4334 0.0297 0.0361 0.0193 0.3812 0.04200 3.622 5.762 6.65070
Aug. 0.8848 0.00295 0.4293 0.0294 0.0356 0.0189 0.3776 0.04153 3.506 5.683 6.52988
Sept. 0.8854 0.00299 0.4284 0.0295 0.0358 0.0190 0.3768 0.04132 3.598 5.714 6.57191
Oct. 0.8846 0.00300 0.4253 0.0296 0.0355 0.0191 0.3740 0.04071 3.620 5.731 6.58126
Nov. 0.8898 0.00301 0.4279 0.0298 0.0358 0.0191 0.3763 0.04052 3.625 5.782 6.60942
Dec. 0.8845 0.00304 0.4247 0.0296 0.0355 0.0189 0.3735 0.04075 3.702 5.767 6.67218

1997
Jan. 0.8817 0.00305 0.4229 0.0298 0.0355 0.0190 0.3719 0.04051 3.712 5.777 6.75569
Feb. 0.8806 0.00301 0.4225 0.0296 0.0351 0.0190 0.3716 0.04048 3.818 5.771 6.88718
March 0.8859 0.00299 0.4246 0.0297 0.0352 0.0190 0.3736 0.04138 3.998 5.801 6.98562
April 0.8908 0.00303 0.4263 0.0299 0.0356 0.0190 0.3750 0.04086 3.997 5.853 7.03636
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4.2 Markka value of the ECU and currency indices
Average Markka value Currency indices, 1982=100
of daily of the ECU ----------------------------------------------------------------------------
observa- FIM/ECU Trade-weighted Payments
tions currency index currency index

1 2 3

1992 5.80140 116.4 115.7
1993 6.69420 132.4 136.0
1994 6.19108 123.2 125.5
1995 5.70936 111.6 111.6
1996 5.83028 115.3 115.8

1996
April 5.98143 118.3 119.0
May 5.93160 117.8 118.8
June 5.85380 116.3 117.1
July 5.82763 115.3 115.8
Aug. 5.74674 113.5 113.6
Sept. 5.76093 114.0 114.5
Oct. 5.75237 114.3 114.9
Nov. 5.81220 115.1 115.2
Dec. 5.79898 115.2 115.9

1997
Jan. 5.80159 115.8 117.4
Feb. 5.80357 116.4 119.4
March 5.82954 116.8 120.5
April 5.87626 117.8 121.6

4.3 Deviations ofERM currencies’ markka rates from central rates, percent
Average of 
daily observations

ECU DEM FRF NLG DKK BEF ESP ATS PTE IEP ITL

Central rate as of 
25 Nov. 1996 5.85424 3.04000 0.906422 2.69806 0.796976 0.147391 0.0357345 0.432094 0.029657 7.32960 0.00307071

1 2 3 4 5 6 7 8 9 10 11

1995 -1 .69 0.23 -3 .48 0.82 -2 .25 0.49 -2 .02 0.24 -1.84 -4.52
1996 0.30 0.43 -0 .95 0.99 -0.61 0.65 1.49 0.44 0.40 0.21 -3.07

1996
April 3.01 3.40 2.19 4.18 2.23 3.81 5.44 3.45 3.20 0.98 -1.57
May 2.15 2.07 1.16 2.87 0.85 2.41 4.03 2.10 1.83 1.46 -0 .50
June 0.81 0.62 -0.42 1.22 -0.47 0.90 1.46 0.62 0.16 0.94 -1.31
July 0.36 0.31 -0.64 0.71 -0 .76 0.42 1.05 0.31 0.01 0.34 -2.08
Aug. -1 .03 -0 .63 -2 .38 -0.18 -1.93 -0.53 -0.34 -0 .64 -0.79 -1 .56 -3.83
Sept. -0 .79 -0 .84 -2.32 -0 .34 -1.80 -0.66 0.10 -0 .85 -0 .48 -0 .28 -2.75
Oct. -0 .93 -1 .58 -2.40 -1.16 -2.09 -1 .46 -0.56 -1.58 -0.18 0.31 -2.35
Nov. -0 .10 -0.97 -1.84 -0.51 -1.64 -0 .87 0.10 -0.98 0.43 3.36 -2 .10
Dec. -0 .94 -1.70 -2.42 -1.28 -2 .02 -1 .63 -0.70 -1.71 -0.14 5.17 -1.16

1997
Jan. -0 .90 -2 .13 -2.73 -1.79 -2.10 -2 .07 -0 .78 -2.12 0.39 6.29 -0.74
Feb. -0 .87 -2.21 -2.85 -1.90 -2 .20 -2.26 -1 .79 -2.23 -0.21 7.76 -2 .04
March -0.42 -1 .69 -2 .27 -1.57 -1.70 -1.73 -1 .45 -1 .73 0.29 8.22 -2.53
April 0.38 -1.31 -1.73 -1.12 -1.18 -1.34 -0 .52 -1.34 0.88 8.67 -1.31
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5 .  Other domestic financing
5.1 Bank funding from the public, mm. f im

End of 
period

Cheque 
and giro 
deposits

Trans­
action
deposits

Time
deposits

Other
deposits

Markka
deposits,
total
(1+2+3+4)

Foreign
currency
deposits

Total
deposits
(5+6)

Other
funding

Total
funding
(7+8)

1 2 3 4 5 6 7 8 9
1992 34 832 88 526 114771 21 218 259 347 14 626 273 973 65 557 339 530
1993 36 379 92 357 112413 21 766 262 915 14 883 277 798 63 173 340 971
1994 41 200 99 691 108 922 19 838 269 650 12 774 282 424 44 228 326 651
1995 52 496 110 455 103 573 22 166 288 689 13 679 302 369 37 851 340 220
1996 58 016 131 632 49 827 45 963 285 438 12 358 297 796 40 315 338 111

1995
Dec. 52 496 110 455 103 573 22 166 288 689 13 679 302 369 37 851 340 220

1996
Jan. 49 611 r 112 796r 95 511r 25 3991- 283 316 13011 296 327 50 008 346 335
Feb. 50 458r 114 8371- 92 259'' 24 321 r 281 875 14 184 296 059 38 431 334 490
March 47 744r 117 393r 88 832r 24 9561- 278 925 13 951 292 876 41 906 334 782
April 48 998r 118 926r 85 803 r 25 557 r 279 285 14 896 294 182 43 472 337 653
May 49 759r 120 368 r 82 956r 26 065 r 279 148 15 399 294 547 46 802 341 349
June 50 372r 123 941 r 77 448r 29 039 r 280 800 13816 294 617 43 867 338 483
July 49 770r 123 827 r 74 304 r 31 319r 279 221 13 735 292 955 42 524 335 479
Aug. 49 632r 124 983r 71 631r 32 613r 278 859 12 857 291 717 47 258 338 975
Sept. 51 578r 124 477 r 67 805 r 33 601 r 277 462 13 706 291 168 53 697 344 865
Oct. 53 460r 127 084 r 63 616r 34 720r 278 880 12 938 291 818 48 272 340 090
Nov. 52 682r 128 841 r 59 728 r 35 853r 277 104 12 050 289 154 47 988 337 142
Dec. 58 016 131 632 49 827 45 963 285 438 12 358 297 796 40 315 338 111

5.2 Bank lending to the public, mm. f im

End of Cheque Bills Loans Markka Foreign Total
period account of lending, currency lending

and postal exchange total credits (4+5)
giro (1 +2+3)
credits

1 2 1 4 5 6

1992 16 045 3 335 252 163 271 544 95 168 366 712
1993 14217 2 223 248 406 264 846 66 931 331 777
1994 13 241 1 301 242 417 256 958 45 138 302 096
1995 12 348 901 235 074 248 323 32 252 280 575
1996 11 712 628 238 839 251 179 23 302 274 481

1995
Dec. 12 348 901 235 074 248 323 32 252 280 575

1996
Jan. 12 150r 792 234 104r 247 046 32 406 279 452
Feb. 12 182r 853 235 211 r 248 246 31 240 279 486
March 12 262r 835 235 623r 248 719 30 734 279 453
April 12 142r 834 235 029 r 248 005 31 704 279 709
May 12 117r 763 235 306 r 248 187 29 035 277 221
June 11 936r 747 237 366 r 250 049 29 206 279 255
July 11 722r 698 236 9671- 249 387 27 516 276 903
Aug. 11 872r 685 237 913r 250 471 26 540 277 011
Sept. 11 803r 659 237 999 r 250 462 26 131 276 593
Oct. 11 522r 640 238 811 r 250 974 25 311 276 285
Nov. 11 725r 616 239 174r 251 515 24 736 276 251
Dec. 11 712 628 238 839 251 179 23 302 274 481
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5.3 Money supply, mm. fim

End of 
period

Foreign
assets,
net

Domestic credit Other
items,
net

Monetary aggregates

Claims on 
the central 
government

Claims on 
the public

Total
(2+3)

M-, m 2
(1 +4+5)

m 3

1 2 3 4 5 6 7 8

1992 -6 8  099 81 439 937 440 018 -9 7  909 134 829 274 011 310 733
1993 -2 5  989 1 848 403 742 405 589 -10 0  006 141 759 279 595 322 408
1994 12 844 6 092 365 712 371 804 -9 7  953 154 357 286 696 328 509
1995 25 481 19 837 353 340 373 177 -9 4  870 175 921 303 788 329 820
1996* 40 638 12 821 350 230 363 052 -10 6  399 204 834 297 291 325 473

1996*
March 29 809 12 658 350 873 363 531 -10 0  364 178 909 292 976 335 117
April 25 644 18817 351 511 370 329 -10 3  109 181 799 292 864 327 546
May 24 810 19 008 349 775 368 783 -10 0  462 184 749 293 131 325 511
June 28 625 23 209 351 923 375 131 -108  995 189 332 294 761 328 990
July 36 492 24 318 349 162 373 481 -11 8  138 188 023 291 834 327 935
Aug. 34 402 25 936 349 733 375 669 -11 7  975 189 292 292 096 325 470
Sept. 33 218 15 243 349 521 364 764 ' -1 0 6  967 190 781 291 016 329 848
Oct. 31 312 17 873 349 742 367 615 -105  768 195 621 293 160 332 372
Nov. 36 768 16 834 350 532 367 366 -111 862 196 631 292 273 326 535
Dec. 40 638 12 821 350 230 363 052 -10 6  399 204 834 297 291 325 473

1997*
Jan. 49 211 13 395 346 320 359 715 -1 1 0  628 206 956 298 298 338 996
Feb. 53 508 8 959 348 953 357 912 -1 1 8 4 1 7 200 381 293 003 327 837
March 205 786 299 167 338 118

5.4 Liabilities and assets o f the central government, mm. f im

End of Foreign currency-denominated debt Markka-denominated debt
period --------------------------------------------------------  --------------------------------------------------------- -------------------------------------

Bonds Other Total Public Other Treasury Miscella- Total
debt (1 +2) bonds long-term notes neous (4+5+6+7)

liabilities and bills items

1 2 3 4 5 6 7 8 9 10 11
1992 100 244 6 143 106 387 40 578 13 555 14 762 68 895 175 282 61 671 19 781
1993 142 824 12 753 155 577 71 082 16 060 22 824 109 966 265 543 66 439 36 487
1994 160 587 15 975 176 562 93 008 17 100 33 153 -5  945 137 316 313 878 67 658 43 012
1995 158 545 13 756 172 301 143 948 17 492 37 864 -5  609 193 695 365 996 66 855 41 878
1996 158 847 16 161 175 008 177 700 17 187 37 620 -5  354 227 425 402 433 64 316 38 369

1996
April 172 009 15 082 187 091 158 510 17 369 43 946 -5  298 214 724 401 815 67 576 48 628
May 162 738 14 670 177 408 163 861 17 369 46 049 -5  294 222 182 399 590 67 077 48 909
June 159 874 15 192 175 066 166 921 17 359 46 102 -5  324 225 176 400 242 66 754 48 626
July 158 676 15 699 174 375 171 787 17 220 44 668 -5  367 228 426 402 801 66 824 50 441
Aug. 156 801 15 491 172 292 177 586 17 220 45 698 -5  405 235 236 407 528 67 027 55 516
Sept. 156 467 15 694 172 161 167 234 17219 46 627 -5  408 225 851 398 012 64 300 44 278
Oct. 157 132 15 908 173 040 172 555 17219 40 147 -5  454 224 666 397 706 64 438 38 903
Nov. 159 449 16 292 175 741 174 696 17 198 36 909 -5  459 223 597 399 338 63 764 42 220
Dec. 158 847 16 161 175 008 177 700 17 187 37 620 -5  354 227 425 402 433 64 316 38 369

1997
Jan. 159 222 20 920 180 142 180 261 17 187 40 506 -5  405 232 821 412 963 38 322
Feb. 162 085 21 502 183 587 183 752 17 187 43 932 -5  417 239 652 423 239 51 137
March 158 001 21 195 179 196 187 972 17 149 43 821 -5  440 243 739 422 935 44 839
April 155 575 21 828 177 403 192 178 16 865 43 658 -5  107 247 781 425 184

Total Out- Cash
central standing funds 
govern- lending 
ment debt 
(3+8)
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5.5 Markka bond market
A )  IS S U Q S , mill. FIM
During Corpo- Financial Central Local Others Total
period rations institutions government government (1+2+3+4+5)

1992 6 984 15 043 12 965 2 674 4 37 671
1993 11 691 10 481 36 512 2 235 63 60 981
1994 4 053 9 899 31 553 593 - 46 099
1995 643 4 487 66 557 26 - 71 713
1996* 2 140 8 988 62 139 20 - 73 287

1996*
March 467 2 661 - - 3 128
April 850 212 7 887 - - 8 949
May 572 3 090 6 351 - - 10012
June - 522 3 847 20 - 4 390
July - - 4 876 - 4 876
Aug. - 306 9 671 - - 9 977
Sept. 20 770 5 373 - - 6 163
Oct. 600 600 6 976 - - 8 176
Nov. 250 1 411 2 656 - - 43 1 6
Dec. - 1 429 3 538 - - 4 968

1997*
Jan. - 372 4 608 - - 4 790
Feb. 417 432 4 836 - - 5 685
March 75 1 170 4 658 - - 5 903

B) Stock, mill. FIM

End of 
period

By sector By type of loan Total
(1+2+3*4+5)

(6+7+8)
Corpo­
rations

Financial
institutions

Central
government

Local
government

Others Public issues Private
placings

Taxable Taxfree

1 2 3 4 5 6 7 8 9

1992 26 624 82 153 44 005 5 238 3 358 89 382 13918 58 078 161 378
1993 32 459 73 893 73 682 6 884 2 009 119 552 10 391 58 984 188 927
1994 30 179 66 467 94 865 6 981 953 141 935 7 581 49 929 199 445
1995 26 480 55 223 145 177 5 814 357 186 799 5 034 41 218 233 051
1996* 25 245 44 656 179 419 4 362 140 219 863 2 956 31 003 253 822

1996*
March 25 636 51 138 152 376 5 6 1 9 355 191 338 3910 39 876 235 124
April 26 394 50 739 159 728 5 6 1 2 355 199 907 3 899 39 022 242 828
May 25 973 52 413 165 080 5 558 150 207 499 3 636 38 039 249 174
June 25 534 50 254 168 139 4 647 149 209 581 3 622 35 520 248 723
July 25 016 49 375 173 505 4 646 148 213 605 3617 35 468 252 690
Aug. 24 756 49 075 179 304 4 638 148 219 241 3 360 35 320 257 921
Sept. 24 649 48 067 168 951 4 652 148 208 317 3 113 35 037 246 467
Oct. 25 184 46 793 174 273 4 642 145 213 851 2 974 34 212 251 037
Nov, 25 641 47 288 176 414 4 641 142 217 494 2 962 33 670 254 126
Dec. 25 245 44 656 179 419 4 362 140 219 863 2 956 31 003 253 822

1997*
Jan. 25 091 43 814 181 980 4 357 140 222 769 2 6 1 4 29 999 255 382
Feb. 24 727 41 827 185 472 4 302 140 226 058 2 393 28 017 256 468
March 25 514 43 257 189 688 4 126 99 231 672 2 118 28 894 262 684
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Q  Turnover, mm. fim

During
period

Interbank
transactions

Transactions 
between banks 
and customers

Primary dealers’ transactions in 
benchmark government bonds

Purchases from 
other primary dealers

Purchases 
from others

Sales 
to others

1 2 3 4 5
1992 18 383 58 757 10 744 12 156 13 354
1993 47 803 246 104 42 945 95 647 117 489
1994 184 599 359 697 173 096 150 908 176 647
1995 147 037 436 052 133 357 190 069 215 879
1996 207 230 496 383 201 528 222 584 242 310

1996
April 12 424 35 405 12 336 15 989 15 769
May 13 809 27 849 13 505 12 223 11 995
June 10 679 23 361 9 499 8 982 10 037
July 13411 26 745 12 763 10 069 12 616
Aug. 13 452 50 597 12 908 22 320 22 356
Sept. 20 933 58 941 20 680 26 345 29 739
Oct. 26 602 52 158 26 298 25 293 26 064
Nov. 13 084 37 331 12 545 16312 20 612
Dec. 9 524 27 581 9 5 1 0 12 084 14 868

1997
Jan. 26 179 47 138 25 954 23 993 23 081
Feb. 12 722 32 173 12 586 13 762 18 477
March 25 187 44 696 24 965 20 852 24 048
April 18 713 37 831 18 425 17 110 21 183

5.6 Helsinki Stock Exchange
Average 
of daily 
observations

Share prices

HEX index (28 Dec 1990=1000)
Turnover1, mill. FIM

All- Banks Insurance Trade 
share and 
index finance

Construe- Forest Metal Telecom- Chem- Con- 
tion indus- and munica- icals glom-

tries engi- tions and erates
neering electron­

ics

Shares Bonds
and and 
subscrip- deben-
tion tures 
rights

Total

1 2 3 4 5 6 7 8 9 10 11 12 13
1992 772 425 467 . - 1 123 1 206 . 890 10 277 15 377 25 6541993 1 240 608 644 - 1 695 1 749 - 1 751 46 337 59 977 106 3141994 1 847 719 802 - - 2 284 2 675 . 3 068 68 671 2 147 70 8181995 1 918 500 638 - 2 062 2 255 _ 4 251 83 019 1 075 84 0941996 2 032 460 820 - 2 040 2 564 5 681 101 265 541 101 806

1996
April 1 867 412 747 - 2 040 2 399 5 188 7 940 32 7 972May 1 995 418 754 - - 2 095 2 622 - _ 5 532 10 860 42 10 902June 2 019 408 787 - - 2 079 2 616 _ _ 5 627 7 681 36 7 717July 2 002 400 779 - 2 174 2 588 5 815 5 885 17 5 902Aug. 2 082 407 805 - - 2 240 2 732 - 6 175 6 995 44 7 039Sept. 2 131 401 862 - 2 188 2 778 6 125 7 204 49 7 253Oct. 2 217 520 967 - 2 087 2 764 . 6 367 10410 53 10 463Nov. 2 317 573 977 - 2 0 1 7 2 744 _ 6 442 10 676 39 10 715Dec. 2 446 588 1 006 - - 2 131 2 850 - - 6 692 10 379 60 10 438

1997
Jan. 2 674 633 1 183 1 995 1 001 2 241 2 984 1 107 834 6 605 16 271 95 16 366Feb. 2 850 714 1 384 2 180 1 021 2 349 3 232 1 151 894 6 862 15 554 43 15 597March 2 907 723 1 365 2 215 1 041 2 521 3 336 1 140 891 7 228 10 786April 2 826 654 1 357 2 200 1 017 2 487 3 276 1 100 877 7 148 12 401

1 During period.
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6. Balance o f payments, foreign liabilities and assets
6.1 Current account, mm. fim

During
period

Exports
of
goods,
fob

Trans­
port
receipts

Travel
receipts

Other
services
receipts

Services
receipts,
total
(2+3+4)

Exports of 
goods and 
services 
(1+5)

Invest­
ment
income

Trans­
fers and 
other 
income

Current
account
receipts
(6+7+8)

Imports
of
goods,
cif

Trans­
port ex­
pendi­
ture

Travel
ex­
pendi­
ture

Other
services
expendi­
ture

1 2 3 4 5 6 7 8 9 10 11 12 13

1992
1993
1994 
1995* 
1996*

105 809 
132 550 
152 022 
172 820 
181 764

8 643
10 430
11 385
11 900
12 291

6 089
7 079 
7 314 
7 536 
7 338

7 730 
9 379 

11 808
14 986
15 830

22 462 
26 888 
30 508
34 422
35 460

128 272 
159 438 
182 530 
207 242 
217 224

6 423 
6 137 
9617

13 729
14 129

5 920
6 506 
4 919 
8 596
7 325

140 614 
172 080 
197067 
229 567 
238 678

93 187 
101 559 
118 684 
125 450 
137 342

4 360
5 646
5 862
6 029 
6 300

10 962 13 369 
9 237 17 008 
8 697 16 800 

10 450 19 150 
10 559 17 520

1994
III
IV

37 322 
41 832

3 092 
2 728

2 230 
1 700

2 960
3 360

8 282 
7 788

45 604 
49 620

2 027
3 025

1 180 
1 260

48 811 
53 905

28 743 
35 716

1 549 
1 563

2 256 
2 291

3 899
4 721

1995*
I
II
III
IV

41 131
45 919 
39 617
46 154

2 971 
2 977 
2 976 
2 976

1 499
1 891
2 243 
1 903

3 827 
3 571 
3 718 
3 870

8 297 
8 439 
8 937 
8 749

49 428 
54 358 
48 554 
54 903

3 285
3 446 
2 907
4 092

1 543
1 549
2 143
3 360

54 256 
59 353 
53 604 
62 355

29 895 
31 773 
29 856 
33 926

1 479 
1 572 
1 498 
1 481

2 326 
2 639 
2 707 
2 779

5 039 
4 825 
4 349 
4 937

1996*
I
II
III
IV

42 605 
47 949 
41 737 
49 473

3 056 
3 123 
3 024 
3 089

1 677
1 873
2 065 
1 724

3 601
3 858
4 286 
4 085

8 334
8 854
9 374 
8 897

50 939 
56 803
51 111 
58 370

4 163 
4217  
2 983 
2 766

1 353 
1 983
1 245
2 744

56 455 
63 002 
55 339 
63 881

33 359
34 520 
31 789 
37 676

1 535 
1 627 
1 545 
1 593

2 615 
2 678 
2 571 
2 696

4 449 
4 238 
4 144 
4 689

During
period

Services
expendi­
ture,
total
(11+12
+13)

Imports 
of goods 
and
services
(10+14)

Invest­
ment
ex­
pendi­
ture

Trans­
fers and 
other ex­
pendi­
ture

Current
account
expendi­
ture
(15+16
+17)

Trade
account
(1-10)

Trans­
port
(2-11)

Travel
(3-12)

Other
services
(4-13)

Services
account
(20+21
+22)

Goods
and
services
account
(19+23)

Invest­
ment
income,
net
(7-16)

Trans­
fers and 
others, 
net 
(8-17)

Current
account
(24+25
+26)=
(9-18)

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

1992
1993
1994 
1995* 
1996*

28 690 
31 891 
31 359 
35 629 
34 380

121 878 
133 450 
150 043 
161 080 
171 722

30 424 10 347 162 649 
34 580 10 390 178 421
31 801 8 596 190 440
32 529 12 627 206 236 
32 783 14 144 21.8 649

12 622 
30 991 
33 339 
47 370 
44 422

4 283
4 784
5 523 
5 870 
5 991

-4  873 
-2  159 
-1 382 
-2  914 
-3  221

-5  639 
-7  629 
-4  992 
-4  164 
-1 690

-6  228 
-5  004 

-851 
-1 207 

1 080

6 394 
25 988 
32 487 
46 162 
45 502

-24 001 
-28 443 
-22  184 
-18  800 
-18 654

-4  428- 
-3  885 
-3  676 
-4  032 
-6  819

-22 035 
-6  340 

6 627 
23 331 
20 028

1994
III
IV

7 704
8 575

36 447 
44 291

6 246
7 399

1 971 
1 984

44 664 
53 673

8 580 
6 117

1 542 
1 166

-26
-591

-939 
-1 361

578
-787

9 157 
5 330

-4  220 
-4  375

-791
-724

4 147 
231

1995*
I
II
III
IV

8 844
9 036
8 554
9 196

38 739 
40 809 
38 410 
43 122

9 295 
10 067 
6 630 
6 538

2 825
3 191 
3 205 
3 407

50 858 
54 067 
48 244 
53 067

11 235 
14 145
9 761

12 228

1 492 
1 406 
1 478 
1 494

-827
-748
-464
-875

-1 212 
-1 254 

-631 
-1 066

-546
-597

383
-447

10 689 
13 549
10 144
11 781

-6  009 
-6  622 
-3  723 
-2  446

-1 282 
-1 641 
-1 061 

-47

3 398 
5 286 
5 360 
9 287

1996*
I
II
III
IV

8 599 
8 543 
8 260 
8 979

41 958 
43 062 
40 048 
46 654

8 580 
10 775 

6 671 
6 757

3916 
3 768
2 961
3 500

54 453 
57 604 
49 680 
56 911

9 247 
13 430 

9 949 
11 798

1 521 
1 496 
1 478 
1 496

-938
-805
-506
-972

-848
-380

143
-605

-265 
311 

1 115 
-81

8 981 
13 741 
11 063 
11 716

-4  417 
-6  558 
-3  689 
-3  991

-2  563 
-1 785 
-1 716 

-756

2 002 
5 398
5 659
6 970
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6.2 Capital and financial account, mm. f im

During Capital Financial account
period account,----------------------------------------------------------------------------------------------------------------------------------------- ———----------------------------------------------------

imports Direct Portfolio investment in Finland Other investment in Finland Total

capital ment
in
Finland

Shares Bonds
Of which: 
markka 
denominat­
ed bonds

Money
market
instru­
ments

Finan­
cial
deriva­
tives

Total
(3+4+
6+7)

Trade
credits

Loans Other
capital

Total
(9+10+
11)

12+0+ 1

1 2 3 4 5 6 7 8 9 10 11 12 13

1992
1993
1994 
1995* 
1996*

0
0
0

487
574

1 822 
4 945 
8 240
4 642
5 596

397
12 748
13 400 
8 734 
8 937

39 309 
30 353 
21 977 

-17  868 
-4  582

-5  312 
3616  

-5  783 
-3  634 

6 288

-1 791 
-4  382 
-2  134 

1 421 
808

59 
2 588 
1 501

37 915
38 719 
33 302 
-5  126

6 664

3 639
4 467 
3 107

-1 216 
-3  329

2
5 457 

647 
-6  985 
12 775

-15  725 
-29  801 

-1 392 
8 376 

-1 346

-12  084 
-19  877 

2 361 
176 

8 100

27 653 
23 787 
43 903 

-307 
20 360

1994
III
IV

0
0

2 372 
-1 005

5 181 
1 426

16 528 
-4  562

783 
-3  283

-2  119 
-1 614

-474
20

19 116 
-4  729

204 
4 366

-1 363 
4 678

-4  571 
545

-5  729 
9 589

15 759 
3 855

1995*
I
II
III
IV

0
0
0

487

2 625 
-1 243

151
3 109

392 
3 482 
2 940 
1 920

150 
-9  335 
-2  503 
-6  181

-1 423 
-3  501 

933 
358

-1 889 
-974 
1 618 
2 666

146 
523 

1 079 
839

-1 200 
-6  303 

3 134 
-756

-2  601 
865 

-1 089 
1 609

-333 
-3  206 
-3  192 

-254

8 549 
-2  136 

-744 
2 707

5615  
-4  477- 
-5  025 

4 063

7 040 
-12 023 
-1 740 
6 416

1996*
I
II
III
IV

0
0
0

574

1 743 
709

2 652 
492

1 216 
6 143 

374 
1 204

2 635 
-5  152 
-4  841 

2 777

1 155
2 554 

277
2 303

502
363

-254
198

1 119 
754 

-180 
-192

5 472 
2 108 

-4  902 
3 987

-3  502 
-702 

-86  
961

4 632 
4 717 
2516  

911

-552 
-3  119 

4 371 
-2  047

578 
896 

6 800 
-174

7 793
3 712
4 550 
4 304

During
period

Capital
account,
exports
of
capital

Financial account Errors Change

Direct
invest­
ment
abroad

Portfolio investment abroad Other investment abroad Total
(15+
20+24)

and
omis-

in central 
bank’s

Shares Bonds Money
market in­
struments

Finan­
cial deriv­
atives

Total 
■ (16+17+ 

18+19)

Trade
credits

Loans Other Total 
capital (21 + 

22+23)

assets 
(in­
crease -)

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

1992 0 -3  372 46 321 2 748 3 115
1993 0 8 050 873 767 1 932 3 571
1994 0 22 447 434 -4  294 -855 -279 -4  994
1995* 206 7 339 892 3 685 -5  492 -168 -1 084
1996* 340 16 309 3 278 15 424 364 -172 18 895

1994
III 0 4 897 -41 -1 166 422 -53 -839
IV 0 7 341 19 768 2 956 2 3 745

1995’
I 0 2 212 -128 1 757 -2  249 -48 -668
II 104 1 490 375 104 -2  798 31 -2  288
III 0 1 027 461 28 521 -37 973
IV 102 2610 184 1 797 -967 -115 899

1996*
I 61 5 391 577 4019 2 424 -26 6 993
II 0 6 670 1 041 3 041 162 71 4315
III 0 3 751 729 4 169 -2  457 -51 2 389
IV 279 497 932 4 195 235 -165 5 197

3 634 
1 923 
1 213 
3 839 

389

3 409 
-839

-7  460 
-2  712

4 281

7 720 
9 576 
9 762 

11 750 
15 704

14 763 
10 660 
3516 

12 877 
20 375

14 506 
22 282 
20 968 
19 132 
55 579

-293 
6 055 

-4  058- 
-5  652 

884

9 180 
-1 219 

-25 504 
1 480 

14 075

-153 
1 724

-251 
-2  734

9 532 
-3  522

9 127 
-4  532

13 186 
6 555

-2  799 
3 600

-3  921 
-1 132

660 
2 379 
-132 

933

-1 234 
-150 
1 044 

-2  373

9 695 
-7  809 

3 431 
6 433

9 121 
-5  580 

4 343 
4 993

10 665 
-6  377 

6 343 
8 502

1 918 
-824 
1 131 

-7  878

-1 691 
1 288 
1 592 

291

-605 
716 

-818 
1 097

2416 
-2  064

1 565
2 364

6 458 
4 830
1 924
2 491

8 269 
3 483 
2 671 
5 952

20 654 
14 468 
8 811 

11 646

3 666 
-3  100 

-264 
582

7 254
8 457 

-1 132
-505

Bulletin 5 • 97 S15



6.3 Finland’s international investment position, mm. f im

Position Liabilities

end of 
period

Direct Portfolio investment Other investment Total
liabilities
(1+7+12)ment in Shares Bonds Money 

Finland Of which: market 
markka instru- 
denominat- ments 
ed bonds

Finan- Total Trade 
cial (2+3+ credits 
deriva- 5+6) 
tives

Loans Curren- Other 
cy and 
deposits

Total
(8+9+
10+11)

1 2 3 4 5 6 7 8 9 10 11 12 13

1992
1993
1994 
1995* 
1996*

19 348 
24 391 
31 846 
36 894 
42 536

5 138 
30 375 
60 558 
63 746 

108 932

211 361 
266 269 
258 823 
228 676 
230 147

14 366 
27 402 
22 285 
19 638 
26 497

19 391 
14 995 
10 309 
10 099 
10 689

-6  103 
-5  179 

1 545 
3 634

235 889 
305 536 
324 511 
304 066 
353 401

13 305 
18 206 
19 852 
18 540 
15 100

78 330 
90 825
82 649 
69 249
83 373

11 881
4 025 
3 430 
2 568 
1 733

78 804 
54 188 
46 566 
53 557 
53 745

182 320 
167 243
152 498 
143 914
153 952

437 557 
497 170 
508 855 
484 874 
549 889

1994
III
IV

33 010 
31 846

56 036 
60 558

272 306 
258 823

26 009 
22 285

11 864 
10 309

-5  704 
-5  179

334 501 
324 511

15 539 
19 852

79 730 
82 649

3 752 
3 430

47 152 
46 566

146 174 
152 498

513 685 
508 855

1995*
I
II
III
IV

34 509 
33 386 
33 665 
36 894

53 488 
79 430 
93 020 
63 746

254 534 
243 399 
233 054 
228 676

21 434
18 054 
20 230
19 638

7 065 
5 577 
7 262 

10 099

-5  996 
-6  768 

-520 
1 545

309 092 
321 638 
332 815 
304 066

17218 
18 049 
16 930 
18 540

79 143 
75 411 
68 882 
69 249

3 369 
2 580 
2 364 
2 568

53 433 
51 169 
50 032 
53 557

153 163 
147 208 
138 208 
143 914

496 764 
502 233 
504 688 
484 874

1996*
I
II
III
IV

38 701
39 414 
42 030 
42 536

68 674 
80 962 
91 198 

108 932

241 179 
234 442 
225 433 
230 147

20 771 
23 965 
23 766 
26 497

11 192 
11 126 
11 286 
10 689

2 424
3 099
2 948
3 634

323 468
329 629
330 865 
353 401

14 975 
14 344
14 024
15 100

77 934
81 836
82 365
83 373

1 518 
1 939 
1 742 
1 733

55 412 
51 588 
55 621 
53 745

149 838 
149 707 
153 752 
153 952

512 007 
518 750 
526 647 
549 889

Position
at
end of Portfolio investment Other investment
penuu invest­

ment
abroad

Shares Bonds Money
market
instruments

Financial
deri­
vatives

Total
(15+16+
17+18)

Trade
credits

Loans Curren­
cy and 
deposits

Other Total 
(20+21 + 
22+23)

assets
(14+
19+24)

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

1992 44 921 469 8 697 7 917 17 083 21 389 35 251 12 665 78 257 147 562 209 565
1993 53 090 1 783 10 709 11 030 447 23 968 26 256 35 981 5 799 91 127 159 162 236 221
1994 59 451 1 984 5 109 9 115 488 16 696 25 500 24 847 8 257 109 847 168 451 244 598
1995* 66 150 3 216 9619 2 736 177 15 748 28 358 20 381 7 290 115 543 171 571 253 469
1996* 82 802 7 147 25 041 3 478 -21 35 645 29 482 25 826 5 908 124 017 185 233 303 680

1994
III 58 314 1 991 4319 6 087 561 12 959 24 158 28 350 7 493 115 752 175 753 247 025
IV 59 451 1 984 5 109 9 115 488 16 696 25 500 24 847 8 257 109 847 168 451 244 598

1995*
I 60 274 1 751 6 557 5 835 157 14 300 25 254 22 668 6 352 118 897 173 172 247 746
II 61 007 2 158 6 930 2 977 115 12 180 27 440 22 142 5915 108 686 164 183 237 370
III 61 479 2 661 6 870 3 503 200 13 233 27 092 22 978 6 397 108 057 164 524 239 236
IV 66 150 3 216 9619 2 736 177 15 748 28 358 20 381 7 290 115 543 171 571 253 469

1996*
I 74 293 3 994 14 063 5 670 169 23 896 28 205 23 594 5 435 121 308 178 542 276 731
II 79 836 5 009 16 834 5 842 93 27 778 29 053 21 499 5 523 118 075 174 150 281 765
III 82 040 5 845 20 610 3 176 48 29 679 28 034 22 902 6 488 119 331 176 754 288 474
IV 82 802 7 147 25 041 3 478 -21 35 645 29 482 25 826 5 908 124 017 185 233 303 680
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6.4 Finland’s net international investment position (liabilities less assets), by sector, mm. f im

Position
at
end of 
period

Corporate
sector

House­
holds and 
nonprofit 
institutions

Banks Bank of 
Finland

Other
financial
institutions

Central
govern­
ment

Local
govern­
ment

Net
(1+2+3+
4+5+6+7)

Net interest 
and dividend 
expenditure

Net interest 
and dividend 
expenditure in 
relation to 
current account 
receipts, %

1 2 3 4 5 6 7 8 9 10

1992 33 761 -3 260 82 343 -27 546 28 283 112 064 2 347 227 992 19011 13.5
1993 54 315 -3 436 45 658 -33 279 29 737 164 892 3 062 260 949 21 897 12.7
1994 82 428 -3 503 33 800 -52 606 21 931 179 113 3 093 264 257 20 296 10.3
1995* 71 574 -2 293 18 970 -47 708 13 297 174 481 3 085 231 405 17 490 7.6
1996* 109 492 -1 142 -13 719 -35 521 912 183 737 2 451 246 209 16 654 7.0

1994
111 77 901 -3 564 34 039 -52 998 24 992 183 115 3 175 266 659 3 748 7.7
IV 82 428 -3 503 33 800 -52 606 21 931 179 113 3 093 264 257 3 903 7.2

1995*
I 73 872 -3 359 23 396 -53 298 19 524 185 724 3 159 249 018 5 681 10.5
II 94 745 -3 495 27 092 -50 742 18 024 175 932 3 305 264 861 6 295 10.6
III 103 212 -3 599 20 558 -47 488 17 173 172 368 3 227 265 451 3 396 6.3
IV 71 574 -2 293 18 970 -47 708 13 297 174 481 3 085 231 405 2 118 3.4

1996*
I 74 977 -2 512 4 719 -42 679 9 483 188 118 3 169 235 276 3 922 6.9
II 83 898 -2 605 -4 356 -33 647 5 394 185 184 3 118 236 986 6 063 9.6
III 93 174 -1 114 -5 707 -34 482 1 421 182 336 2 545 238 173 3 194 5.8
IV 109 492 -1 142 -13719 -35 521 912 183 737 2 451 246 209 3 476 5.4
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7. Foreign trade
7.1 Exports, imports and 

the trade balance, mm. f im

7.2 Foreign trade: indices o f volume, prices 
and terms o f trade, 1990=100

During
period

Exports,
fob

Imports,
cif

Balance
(1-2)

Period Volume 
(seasonally adjusted)

Exports Imports Exports

Terms 
of trade

Imports

1 2 3 1 2 3 4 5
107 463 94 947 12516 1992 102.7 84.7 103.1 108.6 95.0
134 114 103 165 30 949 1993 120.6 83.6 109.7 119.6 91.7
154 164 120 612 33 552 1994 136.5 98.0 111.4 119.3 93.3
176 021 128 556 47 465 1995 145.7 104.6 119.2 119.2 100.0
185 798 140 996 44 802 1996*

1996*

152.7 112.9 120.2 121.1 99.3

15 201 11 641 3 560 Feb. 152.9 117.5 122.4 119.3 102.6
15 075 12 105 2 970 March 141.9 111.9 123.2 120.4 102.3
15 710 11 913 3 797 April

May
148.9 110.2 122.5 122.2 100.2

16 175 11 931 4 244 153.4 110.8 121.8 121.8 100.0
17 060 11 589 5 471 June 165.2 113.2 121.3 121.6 99.8
13 292 10 058 3 234 July 140.0 105.7 119.6 121.8 98.2
14 338 10 685 3 653 Aug. 154.9 107.3 118.2 120.9 97.8
15 103 11 959 3 144 Sept. 151.8 115.7 117.6 121.6 96.7
16 990 13 289 3 701 Oct. 162.5 119.6 118.0 122.3 96.5
18910 12 536 6 374 Nov. 177.6 114.9 117.8 120.8 97.5
14619 12 764 1 855 Dec.

1997*

148.7 118.2 116.7 120.8 96.6

14 900 11 096 3 804 & 157.6 113.8 116.6 121.6 95.9
14 500 11 500 3 000 154.2 114.3 115.9 121.3 95.5

7.3 Foreign trade by main groups, mm. f im

During
period

Exports by industries, fob Imports by use of goods, cif

Wood
industry
products

Paper
industry
products

Chemical
industry
products

Metal and 
engineering 
industry 
products

Other
goods

Raw
materials 
(excl. 
crude oil)

Crude oil, 
fuels and 
lubricants

Finished goods Other
goods

Investment
goods

Consumer
goods

1 2 3 4 5 6 7 8 9 10

1992 7 892 32 587 12 172 35 741 19 071 49 514 9 745 13 348 20 826 1 514
1993 10910 37 430 14 205 48 158 23 411 54 792 10 904 15 396 21 066 1 007
1994 14 198 41 249 15 725 55 895 27 097 66 156 11 687 17 227 24 684 858
1995 13 451 48 754 15 877 69 336 28 603 71 397 9 685 19 660 25 514 2 300
1996’ 12 256 43 385 18 005 74 884 37 268 70 783 12 570 21 058 29 886 6 699

1996*
Jan. 960 3 564 1 283 4 767 2 751 5 672 694 1 462 2 219 479
Feb. 940 3 619 1 238 6 636 2 768 5 734 876 2 008 2 623 400
March 1 012 4 137 1 469 5 432 3 025 6 270 700 1 863 2 782 490
April
May

1 127 3 777 1 515 6 104 3 187 5 955 1 059 1 780 2 603 516
1 192 3 765 1 866 5 761 3 591 6 315 1 058 1 675 2415 468

June 1 073 3 538 1 473 8 060 2 9 1 6 6 136 816 1 910 2 224 503
July 820 3 524 1 418 4 877 2 653 4 805 1 199 1 126 2 260 668
Aug. 870 3 599 1 598 5 132 3 139 5 474 900 1 397 2 296 618
Sept. 1 032 3 440 1 449 6 108 3 074 5 923 1 219 1 636 2 554 627
Oct. 1 119 3 253 1 658 6 443 4 5 1 7 6 383 1 303 1 966 2 800 837
Nov. 1 139 3 743 1 642 9 034 3 352 6 184 1 340 1 924 2 583 505
Dec. 972 3 426 1 396 6 530 2 295 5 932 1 406 2311 2 527 588

1997*
Jan. 1 096 3 600 1 497 5 886 2 821 5 5 1 2 1 295 1 618 2 468 203
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7.4 Foreign trade by regions and countries
Region and Exports, fob Imports, cif 
country -----------------------------------------------------------------------------------------------  --------------------------------------------------------

Feb. 1 9 9 6 -Jan. 1997 1996* Feb. 1996 -  Jan. 1997

Mill. FIM Percentage
share

Mill. FIM

1 2 3

European Union 1 101 339 54.5 102 422
Austria 1 610 0.9 1 666
Belgium and
Luxembourg 4 692 2.5 4 778
Denmark 5 679 3.1 5 689
France 7 856 4.2 7 883
Germany 22 451 12.1 22 630
Greece 959 0.5 992
Ireland 1 096 0.6 1 118
Italy 4 768 2.6 4 826
Netherlands 7 372 4.0 7 432
Portugal 913 0.5 920
Spain 3 978 2.1 4 096
Sweden 19 799 10.7 19 877
United Kingdom 18 980 10.2 19 309

Rest of Europe 33 238 17.9 33 479
Of which:

Estonia 5 073 2.7 5 127
Norway 5 283 2.8 5 303
Poland 2 703 1.5 2 823
Russia 11 307 6.1 11 409
Switzerland 2 089 1.1 2 080

Non-European
industrialized countries 2 22 935 12.3 22 910

Of which:
Australia 2 043 1.1 2 038
Japan 4 826 2.6 4 702
U.S.A. 14 696 7.9 14 783

Dynamic
Asian economies 3 13 749 7.4 13 763

Of which:
China 2 670 1.4 2 730
Flong Kong 3 027 1.6 2 998
South Korea 2 704 1.5 2 686

Other countries 14 537 7.8 14 798

TOTAL 185 798 100.0 187 373
Of which:

Africa 2 550 1.4 2 545
Asia 27 362 14.7 27 457
Central and
South America 3 070 1.7 3 129
North America 15 751 8.5 15 846
Europe 134 577 72.4 135 901
Oceania 2 488 1.3 2 494

12-month Mill. FIM Percentage Mill. FIM 12-month
change share change
calculated calculated
from 12-month from 12-month
moving total moving total

4 5 6 7 8

1.6 84 999 60.3 85 032 11.2
11.0 1 556 1.1 1 531 -4.5

-5 .9 4 136 2.9 4 129 10.2
0.8 4 950 3.5 5 000 20.0

-0 .8 6 349 4.5 6 370 22.1
-3 .5 21 269 15.1 21 218 6.5

6.0 366 0.3 365 7.1
20.6 1 154 0.8 1 150 6.8
-4.1 5 732 4.1 5 666 12.2

2.0 4 999 3.5 5 112 1.7
4.6 1 026 0.7 1 032 -2 .5

-4 .4 1 958 1.4 1 948 17.3
8.7 16 749 11.9 16 721 12.6
7.0 12 437 8.8 12416 17.2

18.2 23 728 16.8 24 363 8.5

21.9 1 658 1.2 1 665 6.2
0.1 5 889 4.2 6 349 9.9

25.5 1 301 0.9 1 328 -5 .4
31.8 10 232 7.3 10 381 9.8
-8 .8 2 428 1.7 2 4 1 6 11.6

13.9 19 661 13.9 19 429 2.1

-12.6 1 219 0.9 1 147 31.0
-0 .3 7 255 5.1 7 182 -11 .2
27.9 10 294 7.3 10 179 11.1

11.7 6 489 4.6 6 459 0.0

10.9 2 072 1.5 2 094 20.3
19.5 693 0.5 699 -3 .0
17.8 791 0.6 758 -20 .2

3.4 6 118 4.3 6 283 36.0

6.5 140 996 100.0 141 566 9.7

-6.5 881 0.6 885 40.9
13.5 16 106 11.4 16 107 0.3

-59.6 2 714 1.9 2 765 18.3
23.8 11 132 7.9 11 043 10.2

5.2 108 728 77.1 109 395 10.6
-4 .5 1 435 1.0 1 372 37.4

1 Including exports /  imports to EU unspecified by country.
2 Australia, Canada, Japan, New Zealand, United States.
3 China, Hong Kong, Malaysia, Singapore, South Korea, Taiwan, Thailand.
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8. Domestic economic developments
8. 1 Supply and USG o f  rssources, mill. FIM, 1990 prices (seasonally adjusted figures)

Period Consumption
expenditure

Fixed
investment

Change 
in stocks, 
incl. statistical 
discrepancy

Domestic
demand
(1+2+3+4+5)

Exports Imports GDP
(6+7-8)

Private Public Private Public

1 2 3 4 5 6 7 8 9

1992 247 363 108 799 75 338 16 899 4 534 452 933 122 059 112 989 462 003
1993 240 177 103 028 60 638 13 890 10 221 427 954 142 459 113 842 456 571
1994 244 761 102 728 60 543 14 107 22 236 444 375 161 376 128411 477 340
1995* 253 935 104 456 67 261 13 717 22 051 461 420 174 580 137 327 498 673
1996*

1994*

262 277 107 478 71 741 13 726 22 058 477 380 181 221 143 445 515 156

III 61 315 25 614 15 395 3 492 6 463 112 279 41 642 32 983 120 938
IV

1995-

62 125 25 945 15 970 3 554 8 110 115 704 41 954 35 896 121 762

\ 62 707 25 546 16 875 3 510 5 299 113 937 44 000 33 725 124 212
II 63 761 26 140 16 677 3 448 4 492 114518 44 585 34 168 124 935
III 63 552 26 243 17 463 3 351 6 461 117 070 42 553 34 723 124 900
IV

1996*

63915 26 527 16 246 3 408 5 799 115 895 43 442 34 711 124 626

I 65 048 26 478 17 081 3 376 7 190 119 173 42 841 35 918 126 096
II 65 015 26 827 17 343 3 481 4 532 117198 45 058 35 214 127 042
III 65 704 26 979 18 628 3 488 5 341 120 140 45 254 35 263 130 131
IV

■ ..
66 610 27 194 18 689 3 381 4 995 120 869 48 068 37 050 131 887

8.2 Volume of industrial production , 1990=100 (seasonally adjusted figures)

Period Total Mining and Manu- Wood and Metal and Other Energy
Industry quarrying facturing paper engineering manu- and water

industries_______ industries________facturing supply 
_____________________ (100.0) (1.3)_____________ (89.6)____________(16.8)___________ (31.3)____________ (41.5) (9.1)

1 2 3 4 5 6 7

1992 92.4 88.4 91.4 94.6 91.1 90.2 103.0
1993 97.4 86.1 96.4 104.5 99.7 90.8 107.9
1994 108.5 96.2 108.1 117.0 119.5 95.8 114.3 
1995’  116.6 95.7 117.5 118.0 143.8 97.4 111.1 
1996* 120.9 88.1 121.3 115.3 153.1 99.8 121.8

1996*
Feb. 116.4 80.7 116.3 109.1 147.9 96.9 124.7
M arch 118.5 83.9 118.8 110.5 149.1 98.4 119.1
April 118.0 92.6 118.3 112.0 149.0 98.8 118.5
May 119.9 81.2 120.3 111.4 151.4 99.2 124.7
June 121.6 83.6 122.2 112.2 153.3 100.7 120.4

3 u ly  120.2 56.7 121.0 116.1 151.1 100.9 121.6
Aug, 120.0 158.7 120.1 117.4 151.7 100.0 121.2
Sept. 123.7 82.8 123.8 120.1 155.2 100.9 125.4
Oct. 124.0 84.7 124.1 120.8 156.8 100.8 127.1
Nov. 125.5 83.4 126.3 124.0 159.0 101.1 119.5
Dec. 126.8 78.1 127.5 120.9 160.1 102.4 124.2

1997*
Jan. 124.9 85.3 125.1 126.3 157.9 102.2 129.7
Feb. 124.4 89.9 125.1 125.8 157.5 102.9 124.8
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8 .3 Indicators of domestic supply and demand, 1990=100 (seasonally adjusted figures)

Period Volume of 
wholesale 
trade

Volume 
of retail 
trade

Volume of 
construction 
of buildings

Of which:

Residential Industrial 
buildings buildings

Imports of 
investment 
goods

Monthly
GDP
indicator

1 2 3 4 5 6 7

1992 72.7 83.0 59.9 57.3 44.8 78.1 91.1
1993 68.5 78.1 46.9 47.2 35.6 72.9 89.9
1994 73.0 79.7 42.2 45.1 35.2 84.4 93.7
1995* 76.2 82.6 42.0 41.1 49.9 88.5 97.7
1996* 77.8 86.0 43.9 38.5 55.6 102.8 100.6

1996*
Feb. 84.8 79.5 41.3 40.2 54.8 107.1 98.5
March 82.7 73.8 42.3 41.6 54.2 103.0 97.5
April 85.1 79.9 42.7 40.8 55.2 100.8 98.7
May 85.9 77.5 42.8 38.6 55.4 100.4 99.9
June 82.7 72.9 43.0 36.5 53.8 100.0 99.7
July 87.3 79.4 44.5 35.0 55.5 98.8 100.9
Aug. 86.8 75.3 44.1 32.7 55.5 96.4 100.9
Sept. 85.1 76.9 46.0 34.2 56.9 104.1 102.3
Oct. 89.3 81.3 46.4 37.0 56.8 109.7 103.5
Nov. 88.3 77.7 47.2 41.3 57.0 105.2 103.0
Dec. 88.2 79.7 48.9 46.3 59.1 110.3 103.9

1997*
Jan. 89.6 81.8 46.5 47.7 57.8 106.7 103.9
Feb. 86.3 78.4 47.8 51.4 57.1 103.1
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8.4 Wages and prices, 1990=100

Period Index By sectors Con­ Indica­ Basic By origin Produc­ By marketing area Building
of wage 
and 
salary 
earnings

Private
Of which: 
Manufac­
turing (SIC 3)

Public
sumer
price
index

tor of 
under­
lying 
infla­
tion

price
index
for
domestic
supply

Domes­
tic
goods

Import­
ed
goods

er price
index
for
manu­
facturing

Export­
ed
goods

Home
market
goods

cost
index

1 2 3 4 5 6 7 8 9 10 11 12 13

1992 108.4 108.1 108.3 109.0 107.4 107.1 101.4 99.5 108.5 101.6 102.7 101.1 100.4
1993 109.2 108.8 110.0 110.1 109.7 109.9 104.8 100.8 119.3 105.5 109.2 103.9 100.7
1994 111.4 111.6 115.0 111.1 110.9 111.4 106.2 102.8 118.7 107.1 110.2 105.8 102.2
1995 116.6 117.4 123.1 114.7 112.0 111.3 106.9 103.8 118.5 110.8 118.0 107.7 103.5
19961 121.1 121.8 127.5 119.2 112.6 111.4 105.9 102.0 120.1 110.9 118.5 107.6 102.7

119.1 119.9 125.4 117.3 112.0 111.2 105.8 102.6 117.5 112.0 121.4 108.0 103.3

1996
March 112.5 111.6 106.0 102.2 119.7 112.0 121.3 108.0 102.0

Mayfviciy
112.7 111.6 106.1 102.0 121.5 111.7 120.6 107.9 102.1
112.9 111.7 105.9 101.7 121.0 111.4 120.0 107.7 102.4

June 112.9 111.7 105.5 101.4 120.9 110.8 119.5 107.1 102.7
July 112.8 111.5 105.5 101.2 121.0 110.2 117.8 106.9 102.8
Aug. 112.6 111.1 105.4 101.3 120.2 109.7 116.4 106.8 103.1
Sept. 112.8 111.5 105.9 101.9 120.8 109.8 115.8 107.2 103.0
Oct. 113.0 111.7 106.4 102.5 120.8 110.2 116.2 107.6 103.1
Nov. 112.7 111.5 105.9 102.3 119.3 110.0 116.0 107.4 103.3
Dec. 112.7 111.5 106.3 102.7 119.3 110.1 115.5 107.8 103.4

1996'
1 120.3 121.1 126.7 118.3 112.3 111.3 106.1 102.3 118.9 112.2 121.2 108.4 102.0
II 120.5 121.3 127.0 118.5 112.8 111.6 105.8 101.7 121.1 111.3 120.0 107.6 102.4
III 120.6 121.3 126.8 118.7 112.7 111.3 105.6 101.5 120.7 109.9 116.7 107.0 103.0
IV 123.0 123.7 129.4 121.3 112.8 111.6 106.2 102.5 119.8 110.1 115.9 107.6 103.3

1997
Jan. 112.6 111.1 106.5 102.6 120.1 110.1 115.3 107.7 103.7
Feb. 112.8 111.3 106.7 103.2 119.8 110.2 115.0 108.1 103.7
March 113.2 106.7 103.2 119.6 110.2 114.5 108.3 104.1

1 Preliminary figures for columns 1-4.
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8.5 Labour, employment and unemployment (seasonally adjusted figures)
Period Labour 

force 
partici­
pation 
rate among 
15-74 
year olds

Labour
force

Total
employ­
ment
(4+5)

(6+7+8)

By industrial status

Self- Wage and
employed salary 

earners

By industry

Agri­
culture,
forestry
and
fishing

Mining, 
manufac­
turing 
and energy 
supply

Other
industries

1000 persons

Unem­
ployed

1 2 3 4 5 6 7 8 9
1992 66.1 2 502 2 174 325 1 849 187 453 1 534 328
1993 65.3 2 484 2 041 312 1 729 173 424 1 444 444
1994 64.8 2 480 2 024 312 1 712 167 426 1 430 456
1995 65.1 2 497 2 068 304 1 764 158 456 1 454 430
1996' 65.0 2 503 2 096 302 1 794 148 459 1 489 408

1996*
March 64.9 2 543 2 131 350 1 781 148 463 1 520 409
April 65.5 2 557 2 157 359 1 798 154 470 1 533 400
May 65.1 2 542 2 137 351 1 786 150 451 1 535 404
June 64.7 2 5 1 8 2 123 344 1 779 141 454 1 528 395
July 64.7 2 537 2 142 354 1 788 148 466 1 528 394
Aug. 65.5 2 557 2 153 356 1 797 146 456 1 550 404
Sept. 64.5 2 528 2 138 344 1 794 143 441 1 554 391
Oct. 64.9 2 541 2 151 342 1 809 149 467 1 534 390
Nov. 65.5 2 560 2 165 350 1 815 150 469 1 546 395
Dec. 64.9 2 541 2 156 348 1 808 145 453 1 558 387

1997*
Jan. 65.2 2 537 2 150 332 1 818 148 460 1 542 389
Feb. 65.7 2 555 2 169 343 1 826 151 469 1 549 389
March 65.8 2 561 2 169 335 1 834 146 457 1 567 391

Unem-
ploy-
ment
rate

%

10
13.1 
17.9 
18.4
17.2
16.3

16.1
15.6 
16.1 
16.2
15.5 
15.9
14.7 
15.2
15.5 
15.1

15.4 
15.1
15.4
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8.6 Central government finances: revenue, expenditure and financial balance,
mill FIM, cash flow basis

During Revenue Expenditure
period

Direct
taxes

Indirect
taxes

Other 
taxes and 
similar 
revenue

Other
revenue

Revenue Redemp- 
before tions of 
financial loans 
transactions granted by 
(1 +2+3+4) the state

Revenue
before
borrowing
(5+6)

Consump­
tion

Trans­
fers and 
subsidies

Of which:
Local
govern­
ment

Other
domestic
sectors

1 2 3 4 5 6 7 8 9 1 0 11

1992 34 312 69 541 1 512 21 251 126 616 5 054 131 669 49 291 105 184 42 990 59 180
1993 31 667 67 291 1 443 28 823 129 224 7 366 136 593 46 880 108 608 42 720 63 535
1994 34 588 68 124 1 792 24 095 128 599 7 308 135 900 48 750 108 155 40 388 65 519
1995 40 092 66 902 1 720 35 837 144 550 7 923 152 473 51 446 113 644 39 481 67 514
1996 48 357 73 943 1 947 39 778 164 024 9 893 173 918 53 696 110 039 33 199 69 533

1995
Dec. 5 347 5 549 60 5 700 16 657 598 17 254 5 846 10 189 3 292 6 954

1996
Jan. 3 735 7 182 110 3 792 14 818 165 14 983 3 930 12 283 2 974 7 880
Feb. 3 693 7 341 1 089 3 784 15 907 233 16 141 4 064 7 922 2 839 4 692
March 5 458 5 992 150 1 841 13 441 137 13 578 4 486 9 261 3 475 5 194
April 3 590 5 237 58 4 006 12 891 3 469 16 360 4 154 9517 2 945 5 752
May 3016 5 805 75 2 979 11 876 843 12 719 4 095 8 753 2 996 5 189
June 3 435 5 863 72 5 222 14 592 850 15 443 5 032 8 952 2 863 5 459
July 3817 6 187 59 2 003 12 067 323 12 390 5 036 8 707 2 891 5 151
Aug. 3 766 6 125 59 2 483 12 433’ 219 12 652 3 913 6 090 1 476 4 505
Sept. 3 481 6 391 57 2 526 12 455 3 261 15 716 4 579 8 030 2 747 4913
Oct. 3 590 6 542 58 3 602 13 792 329 14 121 4 205 10912 2 995 7 040
Nov. 4 260 6 049 91 3 216 13 616 1 113 14 729 4 068 7 922 2 301 5 158
Dec. 6 515 5 228 69 4 324 16 136 -1 050 15 087 6 133 11 691 2 698 8 599

During
period

Expenditure Financial balance

Fixed
invest­
ment

Other
expendi­
ture

Expenditure
before
financial
transactions
(8+9+12+13)

Lending 
and other 
financial 
investment

Expenditure 
before 
redemptions 
of state debt 
(14+15)

Revenue
surplus
(5-14)

Net
borrowing
requirement
(7-16)

Net
borrowing

Cash
surplus
(18+19)

12 13 14 15 16 17 18 19 2 0

1992 5 042 8 499 168 016 35 501 203 516 -41 400 -71 847 70 691 -1 155
1993 4 306 18 076 177 870 19 753 197 623 -48 646 -61 030 84 036 23 009
1994 3 737 22 281 182 923 17 886 200 760 -54 324 -64 860 73 193 8 336
1995 3 208 26 336 194 635 16 765 211 399 -50 085 -58 926 54 071 -4  854
1996 3 325 29 911 196 972 13 756 210 747 -32 947 -36 828 34 502 -2  326

1995
Dec. 603 2 089 18 726 -159 18 567 -2  070 -1 313 1 905 593

1996
Jan. 151 5 235 21 599 623 22 221 -6  781 -7  238 6 755 -484
Feb. 260 1 544 13 790 454 14 243 2 118 1 897 10 359 12 256
March 185 4 560 18 491 393 18 884 -5  050 -5  306 760 -4  546
April 175 2 759 16 605 3 605 20 210 -3  714 -3  850 6 544 2 694
May 207 1 291 14 346 770 15 117 -2  470 -2  398 2 496 98
June 219 3 060 17 262 2 075 19 338 -2  670 -3  895 3 503 -392
July 316 1 154 15214 437 15 651 -3  147 -3  261 3 900 639
Aug. 334 1 090 11 427 457 11 884 1 006 768 6 829 7 597
Sept. 290 4 787 17 686 586 18 272 -5  231 -2  556 -10 228 -12 784
Oct. 369 1 832 17318 489 17 807 -3  526 -3  686 -258 -3  943
Nov. 260 963 13213 479 13 693 403 1 036 -191r 846r
Dec. 560 1 637 20 021 3 388 23 426 -3  885 -8  339 4 032 -4  308
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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
0 Less than half the final d ig it 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 to tables  
1 The balance sheet o f 
the Bank o f Finland
Table 1.2 Domestic financial sector. Term claims on deposit 
banks, net (Column 12) = bank certificates of deposit held 
by the Bank of Finland + securities with repurchase commit­
ments + term credits -  term deposits. Other claims on 
financial institutions, net (Column 14) = till-money credits 
to deposit banks (until May 1993) + bonds + other claims 
on financial institutions + liquidity credits -  call money 
deposits (until September 1995) -  other liabilities to finan­
cial institutions.

2  The Bank of Finland’s operations 
in the money and foreign exchange 
m arkets and the banks’ forward  
exchange position
Table 2.1 From 2 October 1995, banks fulfil their 
minimum reserve requirement as a monthly average of 
deposits. From October 1995, the requirement and 
deposits are shown for the month during which the 
requirement is to be fulfilled. Before deposits were shown 
for the previous month, because deposits were matched 
with the requirement on the last banking day of that 
month. The requirement is determ ined on the basis of the 
reserve base two months earlier (up to September 1995 
one month earlier). The reserve base was changed on 31 
March 1995 to com ply with the new balance sheet format. 
Liquidity credits (Column 7): see explanations, Table 3.2.

Table 2.2 Money market instruments are the instru­
ments used by the Bank of Finland in its money market 
operations. Matured money market instruments, net, com ­
prise both instruments purchased and sold. Money mar­
ket transactions are recorded accord ing to trade dates.

Table 2.3 Foreign exchange transactions are recorded 
according to trade dates. In addition to spot transactions 
(Columns 1, 2, 4 and 5) the Bank of Finland’s foreign ex­
change reserves are affected by interest payment and 
by changes in both the prices of securities and exchange 
rates. Spot transactions related to forward contracts 
(Column 4) refer to the combined effects on the foreign

exchange reserves of forward transactions in the form of 
swaps and maturing forward transactions. The central 
government's foreign exchange transactions (Column 5) 
comprise transactions related to drawings and redemptions 
of government loans and associated interest payments.

Table 2.4 The markka value of forward contracts is 
given.

3  Rates o f in terest
Table 3.1 The interbank overnight rate (Column 1) is weight­
ed using amounts of interbank deposits as weights. Since
1 June 1995, HELIBOR rates (Helsinki in terbank Offered 
Rate) (Columns 2-5 ) have been calculated on the basis of 
the bid rates (offered rates for funds) quoted for their own 
certificates of deposit by all the banks that have been 
accepted by the Bank of Finland as counterparties in 
money market operations. An additional condition is that a 
bank gives regular quotations. The highest and lowest 
rates quoted for each maturity are om itted and an arith­
metic average calculated for the remaining rates. The 
quotations are taken daily at 1 p.m.

Table 3.2 The Bank of Finland's tender rate (Column 1) 
is determ ined in tenders held by the Bank of Finland, in 
which the banks are asked to make bids or offers for 
money market instruments 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 acceptable interest rate (fixed-rate tender), the tender 
rate is the same as the rate announced by the Bank. The 
monthly and annual values for the tender rate are the 
arithmetic means of calendar day figures.

Credit institutions which are subject to the minimum 
reserve requirement and maintain a current account with 
the Bank of Finland may obtain liquidity credit to cover 
overdrafts and to fulfil their minimum reserve requirement. 
They can obtain liquidity credit with a maturity of 1 day, 7 
days, 14 days, 21 days or 28 days. The maturity of liqu id i­
ty credit is determ ined by the Bank of Finland. The rate of 
interest on liquidity credit is obtained by adding together 
the Bank of F inland’s tender rate and the interest rate mar­
gin for liquidity credit. The call money deposit rate in use 
prior to October 1995 was obtained by subtracting the 
interest rate margin for call money deposits from the Bank 
of F inland’s tender rate. Since 2 October 1995, the month­
ly average of a bank’s call money deposits exceeding the 
minimum reserve requirement has been treated as 
excess reserve. The interest rate paid on excess reserves 
is determ ined separately by the Bank of Finland. The val­
ues for maturity and interest rate margins are the last 
values recorded in each period.

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 (Column 2): DEM 60, USD 30 and GBP 10 
per cent.

Table 3.4 Lending. New credits (Columns 1-4): rates 
of interest on new credits drawn during the month are ave­
rage monthly rates weighted by loan amounts. Annual 
rates are arithmetic average of monthly observations until 
1987 after which they are weighted by loan amounts. Aver­
age lending rates (Columns 5 and 6) are all weighted by
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loan amounts. As from January 1989, the loans of Posti- 
pankki Ltd have been included in the commercial 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 F inland’s base rate less two percentage points 
(one percentage point). In the period from January 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 peri-od 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 F inland’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 average rate of interest is weighted by amounts. 
Total markka funding (Column 12); markka deposits by 
the public + banks’ other markka funding. The rate of inter­
est is weighted by amounts.

Table 3.5 Reference rates (Columns 1 and 2) are cal­
culated 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. The yields on five- 
year and ten-year government bonds (Columns 3 and 4) 
are calculated by the Bank of Finland as averages 
of the bid rates quoted daily by the primary dealers. 
The five-year yield is based on quotations for a fixed- 
rate bullet serial bond (1/94, 15 September 1994 -
15 September 2001). As from 9 August 1996 the ten-year 
yield is based on quotations for a fixed-rate bullet serial 
bond (1/96, 18 Apr 1996-2006). The share yield (Column 
5) is the weighted effective yield on shares quoted on the 
Helsinki Stock Exchange. Source: Statistics Finland.

4  Rates o f 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 
quoted daily at noon Finnish time. The markka was float­
ed on 8 September 1992, continuing until 14 October
1996, when it was joined to the EU’s Exchange Rate 
Mechanism (ERM) at the central rate of 5.80661 per ECU. 
As from 25 November 1996 the ECU central rate is FIM 
5.85424.Trade-weighted currency index (Column 2): The 
weights are moving averages of the shares of (currently) 
14 countries in Finland’s foreign merchandise trade (only 
convertible currencies are included). The payments cur­
rency index (Column 3): The weights are moving avera­
ges of shares of payments currencies (14 convertib le cur­
rencies) in Finland’s foreign trade.
Table 4.3 The table shows the deviations of the markka’s 
market exchange rate (markka value of the foreign cur­
rency) as a percentage of the ERM central rate for each 
currency A plus (+) indicates that the markka is weaker 
than its central rate value against the other currency; the 
intervention limit is (central rate) +16.121 per cent. A 
minus (-) indicates that the markka is stronger than its 
central rate value against the other currency; the interven­
tion limit is (central rate) -13.881 per cent.

5 Other domestic financing
Table 5.1 Source: Statistics Finland. The public com pris­
es households and non-profit institutions, enterprises

(excl. financial institutions) and the local government sec­
tor. 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 possible 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 
netted out; netting out is done by the Bank of Finland. 
Hence, this column includes some liabilities held by enti­
ties not covered by the above definition of the public.

Table 5.2 Source: Statistics Finland. The public com ­
prises households and non-profit institutions, enterprises 
(excl. financial institutions) and local government. Foreign 
currency credits (Column 5) are mainly granted by com ­
mercial banks and Postipankki.

Table 5.3 Foreign assets, net (Column 1) = the Bank 
of Finland’s foreign claims + banks’ foreign claims (incl. 
foreign claims of banks’ foreign branches) -  the Bank of 
Finland’s foreign 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 Pos­
tipankki -  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 Fin­
land) + capital accounts of deposit banks + unclassified 
assets and liabilities of deposit banks, net (bank deben­
tures, bank CDs held by the public, other market funding 
and foreign currency deposits by the public). M, (Col­
umn 6) = currency in circulation -  banks’ till money + mark­
ka cheque and postal giro account deposits and trans­
actions account deposits held by the public. M, (Col­
umn 7) = M, + quasi-money (markka time deposits held 
by the public, excl. deposits with the Bank of Finland). M3 
(Column 8) = M2 + bank CDs held by the public.

Table 5.4 Source: State Treasury Office. Other foreign 
currency-denom inated debt (Column 2) consists of other 
bonds and debentures and long-term promissory notes. 
Other bonds and debentures are so-called private plac- 
ings; long-term promissory notes are bank loans. M iscel­
laneous items (Column 7) include, inter alia, the liability for 
coinage (total coinage), promissory notes given to inter­
national financial organizations and, as a minus item, the 
liability to the State Pension Fund. 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 p lace­
ments of central government cash funds. The main part of 
the latter is reserved for covering transferable allocations 
budgeted in previous years.

Table 5.5 Source: Table A: Financial Supervision from 
the beginning of 1994. Table B: Statistics Finland from the 
beginning of 1991. Tables A and B include markka-de- 
nominated bonds issued by Finnish issuers in Finland and 
abroad as well as those issued by foreign issuers in Fin­
land. Table C includes transactions in m arkka-denom inat­
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ed bonds outside the Helsinki Stock Exchange. Interbank 
transactions (Column 1) and transactions (purchases and 
sales) between banks and customers (Column 2) are 
transactions by primary dealers and banks entitled to 
central bank financing. As from 14 July 1995 the following 
act as primary dealers: Alfred Berg Pankkiiriliike Oy, Evli 
Fixed Income Securities, Goldman Sachs International, 
Merita Bank, Okobank, Postipankki, Skandinaviska En- 
skilda Banken, Svenska Handelsbanken AB (publ), Branch 
Operation in Finland and Unibank A/S. Purchases from and 
sales to others (Colums 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. Bank of Finland releases data daily 
(page SPFI on Reuters and page 20981 on Telerate) on the 
trading in benchmark government bonds among primary 
dealers and between primary dealers and their customers.

Table 5.6 Source: The Helsinki Stock Exchange. The 
table has been expanded to take into account the change 
in the Helsinki Stock Exchange classification of listed 
companies as from the start of 1997. Column 3 now in­
c ludes only insurance.

6 Balance of payments, 
foreign liabilities and assets
Table 6.1 The figures for the trade and goods and ser­
v ices accounts are compiled in accordance with the Sys­
tem of National Accounts. The trade figures for 1995 have 
been estimated on the basis of a survey of firms carried 
out by the Bank of Finland. The official foreign trade statis­
tics published by the Board of Customs are delayed 
owing to changes in statistical systems caused by 
F inland’s entry into the EU. The figures for investment 
income and expenditure (Columns 7 and 16) include rein­
vested earnings on direct investment. Preliminary data on 
reinvested earnings in the previous year have been in­
cluded in the current account figures. (The annual figure 
is divided evenly between quarterly figures.)

Tables 6.2-6 .4  Since the beginning of 1994, the for­
mer capital account of Finland’s balance of payments has 
been com piled according to the IMF’s new recommenda­
tions (IMF Balance of Payments Manual, Fifth Edition, 
1993).

Table 6.2 The capital account (Columns 1 and 14) re­
flects unrequited capital transfers such as forgiven debts 
and aid from EU funds. Financial derivatives include pay­
ments arising from currency and interest rate swaps relat­
ed to loans, ie outstanding loans are recorded accord ing 
to the original loan contract. Medium-term notes (MTNs) 
are included under bonds (Columns 4 and 17). The cate­
gory other investment (Columns 9-12 and 21-24) covers 
transactions related to trade credits, loans, currency and 
deposits and other assets and liabilities. Transactions in 
assets and liabilities related to short- and long-term sup­
plier credits and advance payments related to imports 
and exports are recorded under trade credits (Columns 9 
and 21). The item ‘Other cap ita l’ (Columns 11 and 23) in­
cludes transactions in currency and deposits and short- 
and long-term assets and liabilities of different sectors not 
covered by any of the items above. In addition, this cate­

gory includes changes in the central governm ent’s 
subscriptions to and quotas in international organizations 
as well as transactions in the Bank of Finland's short- and 
long-term assets and liabilities (excl. reserve items). The 
most important sub-item under the item 'other capital' 
comprises banks’ other short-term assets and liabilities 
(in practice interbank deposits). The central bank's reserve 
assets (Column 27) comprise gold, special drawing rights 
(SDRs), the reserve position in the IMF and convertible 
currency claims. A negative figure implies an increase in 
reserves.

Table 6.3 The data are classified as in Table 6.2. The 
items have been translated into markkaa using the spot 
rates for each date; thus the figures include the im pact of 
changes in exchange rates.

Table 6.4 This contains data on Finland's net interna­
tional investment position (liabilities less assets) classified 
by sector.

7 Foreign trade
Source: The National Board of Customs (except for table 
7.2). All tables refer to foreign trade in goods.

Table 7.2 The volume indices (Columns 1 and 2) are 
calculated from the export and the import values, deflated 
by the price indices (Columns 3 and 4). Deflation and 
seasonal adjustments are carried out by the Bank of Fin­
land. The export and the import price indices are provid­
ed by Statistics Finland. The terms of trade (Column 5) is 
the ratio of the export price index to the import price 
index, m ultiplied by 100.

Table 7.4 In addition to all EU countries, those coun­
tries are listed whose shares of Finland’s exports are at 
least 1 per cent.

8  Domestic economic developments
Tables 8.1-8.5 Source: Statistics Finland. Seasonal adjust­
ment is done by the Bank of Finland.

Table 8.2 The indices of industrial production are 
adjusted for the number of working days in each month. 
This causes in small differences the annual averages from 
the corresponding unadjusted figures. For this reason the 
indices for 1990 also differ m arginally from conventional 
base-year figures, ie 100.0.

Table 8.3 The indices of wholesale and retail trade 
(Columns 1 and 2) are seasonally adjusted by Statistics 
Finland. The monthly GDP indicator (Column 7) is a weight­
ed index of 11 readily available output indicators for vari­
ous industries.

Table 8.4 The indicator of underlying inflation (Column 6) 
is the consumer price index from which the effect of indi­
rect taxes, subsidies and housing-related capital costs 
(house prices and mortgage interest payments) has been 
removed (see the article by Pentti Pikkarainen and Timo 
Tyrvainen in the June -  July 1993 issue of the Bulletin). 
Statistics Finland calculates the indicator and publishes it 
together with the consumer price index on the 15th of 
every month (or the next business day). It is lagged by 
one month in comparison with the consumer price index.

Table 8.6 Source: M inistry of Finance.
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1. Long-term indicators

1 -----
1 1
■

2

—mSB_ J I . ...

3 1 l "- '

4 ■ .....ml|jj“SSjP m —
1

5 ■
ft I1.....IIlllliil

w !
' WM ■ -

BiHH; ...uii.... iSi
ajuhVj.i. i.

lf« -ytS

■
Siiaa-----‘ 4 ■!,-1.1. i . . .

1. GDP, change in volume 
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per cent

2. Consumer prices, 
change from
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per cent

3. Unemployment rate, 
per cent

4. Current account,
as a percentage of GDP

5. Fixed investment,
as a percentage of GDP
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2. The Bank of Finland’s foreign exchange reserves and forward position

1992 1993 1994 1995 1996 1997

Foreign exchange 
reserves plus 
forward position 
Foreign exchange 
reserves

3. Forward market

Forward exchange 
purchased by 
the Bank of Finland 
Forward exchange 
sold to banks by 
domestic customers 
Forward exchange 
sold to banks by 
foreign customers

4. Rates of interest set by the Bank of Finland

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

2. Excess-reserve rate 
(call money deposit rate 
until 2 October 1995)

3. Base rate

End-of-month observations
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5. Banks’ liquidity position at the Bank of Finland

1997

1. Liquidity credits (-)
2. Reserve deposits

6. Liquidity management interest rates

1. Inter-bank overnight rate
2. Liquidity credit rate
3. Excess-reserve rate 

(call money deposit rate 
until 2 October 1995)

4. Tender rate

Daily observations

1997

7. HELIBOR rates of interest, daily

1. 1-month HELIBOR
2. 3-month HELIBOR
3. 12-month HELIBOR
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10. Differential between Finnish and German

1992 1993 1994 1995

1. 3-month HELIBOR 
minus 3-month 
DEM eurorate

2. 10-year Finnish 
government bond yield 
m inus 10-year German 
government bond yield

1996 1997

Bulletin 5 • 97 S33



%
-p

ts

11. Differential between German and selected EU-countries’ 
10-year interest rates

1. France
2. Denmark
3. Finland
4. Sweden

12. ERM exchange rates: deviation from DEM central parity

1. FRF
2. DKK
3. FIM
4. NLG

Rising curve means 
appreciation against 
the DEM

13. ERM exchange rates: deviation from DEM central parity

1. ESP
2. PTE
3. IEP
4. ATS
5. BEF
6. ITL

Rising curve means 
appreciation against 
the DEM
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14. Bank of Finland currency index and
markka value of the ECU

1992 1993 1994 1995 1996 1997
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15. Daily spot rates for the markka against 
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1. Bank of Finland 
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(left scale)

2. Markka value of
the ECU from 7 June 
1991 (right scale)

3. ECU central rate from 
14 October 1996 
(right scale)
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DEM = right scale 
USD = left scale

1992 1993 1994 1995 1996 1997

18. Monthly spot rates for the markka against 
the pound sterling and Swedish krona

GBP = left scale 
SEK = right scale
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19. Banks’ markka lending rates and markka funding rates
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1. Average rate on 
new markka lending

2. Average rate on 
outstanding 
markka lending

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

4. Average markka 
deposit rate
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20. Bank funding from the public

1992 1993 1994 1995 1996 1997

1. Markka deposits
2. Total funding

Change from
the corresponding month of 
the previous year, 
per cent

21. Bank lending to the public

1. Markka lending
2. Total lending

Change from
the corresponding month of 
the previous year, 
per cent

22. Money supply

1. Narrow money (M1)
2. Broad money (M2)
3. M2 + bank CDs held by 

the public (M3)

Change from
the corresponding month of 
the previous year, 
per cent
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23. Current account
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1. Trade account
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3. Investment income 
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4. Unrequited transfers 

account and
other items, net

5. Current account
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24. Net interest and dividend expenditure

As percentage of 
current account receipts
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25. Balance of payments
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1. Current account
2. Direct investment
3. Portfolio investment
4. Other investment
5. Change in central 

bank's reserve assets 
(increase = - )
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26. Finland’s net international investment position

1. Total
2. Of which:

central government

The stock of external 
liabilities m inus the stock of 
external assets, 
as a percentage of GDP

1981 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96
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27. Foreign trade

28. Foreign trade: prices and terms of trade
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1. Export prices
2. Import prices
3. Terms of trade

Index 1990 = 100
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1. Value of exports to 
OECD countries
in relation to imports of 
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2. Volume of exports to 
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29. Finland’s export performance
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30. Production

Industrial production, 
change in volume from 
the corresponding month 
of the previous year, 
per cent 
GDP,
change in volume from 
the corresponding 
quarter of 
the previous year, 
per cent

31. Fixed investment

1. Total fixed investment
2. Investment in machinery 

and equipment
3. Building investment, 

excl. residential 
buildings

4. Residential buildings

Four-quarter volume change 
calculated from four-quarter 
moving totals and plotted at 
the last quarter, per cent

1992 1993 1994 1995 1996 1997
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32. Employment and the unemployment rate

1992 1993 1994 1995 1996 1997

1992 1993 1994 1995 1996 1997
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34. Central government finances

1. Revenue excl. 
borrowing

2. Expenditure excl. 
redemptions of central 
government debt

12-month changes calcu lat­
ed from 12-month moving 
totals and plotted at the last 
month, per cent

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

2. Net borrowing 
requirement
(net borrowing = - )

12-month moving total as 
a percentage of GDP, 
plotted at the last month
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1992 1993 1994 1995 1996 1997

1. Total debt
2. Of which: foreign 

currency-denom inated 
debt

As a percentage of GDP
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