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FISCAL POLICY AND PUBLIC FINANCE

by Immo Pohjola, Financial Counsellor
and Eino Lahikainen, Financial Secretary

Economics Department
Ministry of Finance

ifthough the Finnish
economy is now recov-
ering, the financial posi-

tion of the public sector will re-
main weak both this year and
next. Especially now, given the
exceptional severity of Finland's
recent recession, the consoli-
dation of public finance requires
the conduct of fiscal policy with-
in a medium-term framework.

With the entry of the Finnish
economy into recession, the fi-
nancial deficit of the public sec-
tor increased dramatically. Con-
tributing to the growth of the def-
icit were both built-in stabilizers
and discretionary expansionary
measures. The effect of built-in
stabilizers was accentuated by
the social and employment poli-
cy measures implemented in
the second half of the 1980s,
which extended the social se-
curity net and raised benefit lev-
els. Notwithstanding this, real
GDP contracted by a total of 12
per cent in the span of a few
years, and the fall from its secu-
lar growth path was in the region
of one-fifth. The level of public
debt grew very rapidiy in the
early 1990s.

Extensive cuts in public
spending have been necessary
because the long recession
turned a large part of the public
deficit into a structural deficit.
The various cuts effected by
the central government in
1990-1994 total just over FIM 30
billion, but recession-related ex-
penditure has grown by a larg-
er amount. Municipalities have
been able to reduce their total
spending significantly, and for
the public sector as a whole the
restoration of financial balance
and halting of debt growth is
possible in the medium term.

CONFLICTING

PRESSURES IN

FISCAL POLICY

Initial efforts to put the econ-
omy on a path of sustainable
economic growth focused on
strengthening the precondi-
tions for growth in the open
(tradeables) sector and thus for
the shift of resources from the
sheltered (nontradeables) sec-
tor to the open sector. These ef-
forts have been reasonably suc-
cessful so far. Over the past two
years, the current account has
improved substantially. In addi-
tion, the growth of exports and
manufacturing is gradually be-
ginning to provide a spur to in-
vestment in manufacturing and
in other sectors too. Real public
expenditure has turned down
and the level of interest rates
has fallen, though since Febru-
ary 1994 particularly long-term
interest rates have been rising
again. Althoughtherise s large-
ly due to international develop-
ments, the slowness in consoli-
dating public finances has fos-
tered market uncertainty. A de-
cline in real interest rates from
their present high levels is es-
sential for a broad-based ex-
pansion of investment activity,
which is the means by which
productive resources are trans-
ferred to the open sector.

In recent years, fiscal policy
has had, and will continue to
have in the coming years, three
primary tasks within economic
policy strategy:

1 Helping to strengthen the
credibility of overall economic
policy, thereby paving the way
for lower interest rates. Essen-
tially, this involves adjusting the
size of the public sector in line
with the economy's long-run
bearing capacity.

2 Support of employment and
a healthy business sector by

means of traditional stabiliza-
tion policy.

3 Promoting the structural ad-
justment of the economy, the
necessity of which is underlined
by Finland's participation in Eu-
ropean integration. This involves
the promotion of competition and
enhancing the efficient alloca-
tion and use of resources, includ-
ing those of the public sector.

According to conventional
indicators, the counter-cyclical
impact of fiscal policy was con-
siderable during the recession.
QOverall, the imputed stimulative .
impact of fiscal policy was more
than 13 percentage points of
GDP in the recession years
of 1990-1993. Only Sweden's
public sector deficit grew fast-
er than Finland's in the early
1990s, according to OECD cal-
culations, so that fiscal policy
has been the most expansion-
ary in these two countries.

The price of sharply diver-
gent trends in public revenue
and expenditure has been the
abrupt deterioration in the finan-
cial balance of the public sector
and the rapid build-up of debt.
This makes it vital that fiscal bal-
ance be restored. Thus fiscal
policy will continue to be strong-
ly counter-cyclical in the coming
years. Fiscal policy will have to
be tight even if the economy
does not pick up as expected
(Chart 1).

Despite the expansionary
impact of fiscal policy, it has not
alleviated the recession. On the
contrary, the speed at which the
debt has been growing has be-
come a risk factor for economic
policy. The longer the central
government borrowing require-
ment remains excessive the
greater will be the upward pres-
sure on domestic interest rates.
The uncertainty concerning the

future development of public 3
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TABLE. GROWTH IN GENERAL GOVERNMENT EXPENDITURE
. BY MAIN CATEGORY
Consumption Investment Transfers Interest
expense
Central Local Central Local
gowvt. govt. govt. govt.
_ Volume change, %
1989 1.4 3.0 -1.1 3.4 4.5 5.4
1990 5.8 3.0 17.3 10.6 8.2 2.5
1991 5.9 0.7 13.4 -8.2 13.3 22.8
1992 3.6 4.4 55 47 7.5 27.8
1993* 5.8 6.2 86 -154 6.1 71.8
1994** -4 -6 - -15 4 202
Estimate
**  Forecast
CHART 5.
.LOCAL GOVERNMENT REVENUE
AND EXPENDITURE
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by the end of 1991, but the de-
duction system was simplified
in connection with changes im-
plemented in family allowances
in 1994. Marginal income tax
rates were cut substantially in
central government taxation,
but marginal rates have subse-
quently been cut even more
sharply in the other Nordic
countries. Because of the finan-
cial difficulties of the central
government, additional income
tax has been levied in 1993 and
1994 in the form of extra with-
holdings. The tax rates applied
in local taxation have also been

6 raised. Since, moreover, wage
Bulletin 8 =94

and salary earners' contribu-
tions to unemployment secu-
rity and occupational pension
schemes have also been
raised, the direct tax burden of
wage and salary earners has in-
creased markedly over the past
few years. Compared interna-
tionally, the level of wage and
salary earners’ taxes is currently
very highin Finland.

The most recent reforms in
the fields of capital income taxa-
tion and corporate taxation date
from 1993. These tax rates are
now very competitive interna-
tionally, but the reduced scope
for exemptions and deprecia-

tion allowances has widened
the tax base.

Numerous changes have al-
so been made in indirect taxa-
tion in anticipation of the Euro-
pean Economic Area and Fin-
land's prospective EU member-
ship. The most significant
change is the adoption of the
value-added tax at the begin-
ning of June 1994. The reform
has brought services and con-
struction within the sphere of
taxation. On the other hand, the
abolition of the former sales tax
on productive investments has
eliminated the 'hidden' tax as-
sociated with the multiple inci-
dence of this tax, thus helping to
improve the competitiveness of
the open sector. Other impor-
tant changes made in indirect
taxation, but of a more technical
nature, relate to excise duties
and the taxation of alcoholic
beverages. Other changes
which are also important from
the standpoint of tax principles
and central government financ-
es are the increases in fuel and
energy taxes, which are based
on environmental policy consid-
erations (Chart 6).

The overall tax ratio rose
during the recession and is now
slightly above the average for
OECD European countries.
Longer-term problems related
to taxation include the severity
of wage taxation relative to cap-
ital income taxation and the
prospect of continuing upward
pressure on contributions to
occupational pension schemes.

GROWTH OF
PUBLIC DEBT

Central government debt
has grown by more than FIM 200
billion since 1990 and stood at
FIM 270 billion (55 per cent of
GDP) in spring 1994. Interest
payments on outstanding debt
have likewise risen from FIM 5
billion in 1990 to some FIM 25
billion this year. In the local gov-
ernment sector, total debt has
grown by FIM 10 billion over the
same period and now amounts
to just over FIM 30 billion.

The outlook for develop-
ments in public debt depends



primarily on future economic
performance but also on further
cuts in government spending.
On the assumption that govern-
ment spending and the tax ratio
were to remain constant in real
terms, real economic growth of
5 per cent a year would halt the
rise in indebtedness in 1997.
If economic growth were to
remain at 3 per cent—the aver-
age for the 1980s—debt stabili-
zation would be delayed until
the next decade. A growth rate of
12 per cent would mean the
debt would continue accumula-
ting as hitherto (Chart 7).

ADMINISTRATIVE

REFORMS PAVE

THE WAY FOR

SPENDING CUTS

A politically important re-
form aimed at facilitating cuts in

“government spending was the
constitutional amendment of
1992 which enabled spending
cuts to be passed by a simple
parliamentary majority, subject
to certain restrictions. Previous-
ly, a qualified minority of one-
third could delay such cuts until
afterthe following parliamentary
election.

Management by results, key
components of which are appli-
cation of market-type mecha-
nisms, cost-based pricing and
net budgeting, has played an
important role in enhancing
public sector efficiency. The
most conspicuous examples of
the shift of emphasis towards
the private sector have beenthe
separation of certain public utili-
ties from the central govern-
ment budget and their reorgani-
zation as public enterprises with
a large degree of autonomy in
managing their activities and
the conversion of some existing

public enterprises into limited- -

liability companies. in addition,
the first privatizations of state-
owned companies are just be-
ginning.

Some reforms designed to
rationalize public sector activi-
ties and income transfers have
also led to an increase in gross
public expenditure. Social se-
curity benefits were made taxa-
ble in the 1980s and the gross

CHART 6.
TAX RATIO

Taxes and compulsory social security
contributions as per cent of GDP
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amounts payable were raised.
In connection with the income
tax reform introduced at the turn
of the decade, this principle was
applied by replacing certain
welfare-related tax deductions
with corresponding direct in-
come transfers. At the begin-
ning of 1994, a reform of family
allowances was implemented,
the most important element of
which was an increase in the
level of child allowances and the
removal of the allowance for

children in local government
taxation.

Local government finances
have been significantly influ-
enced by the reform of the state-
aid system. This reform was im-
plemented in stages over a peri-
od of several years, the most re-
cent changes taking effect in
19983. The reform did not involve
any change in the division of
costs between the central gov-
ernment and the municipalities,
but gave the latter more autono-

7
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my in their spending decisions
and thus provided them with an
incentive to improve the effi-
ciency of their operations.

The division of costs be-
tween central and local govern-
ment has been affected mainly
by tax measures, but to some
extent also by other reform
measures. It has been endea-
voured to compensate munici-
palities for these effects on an
individual basis. One of the ob-
jectives of fiscal policy has also
been to reduce local govern-
ment expenditure, and for this
reason state aids were cut this
year on the basis of a law enact-
ed for one year.

DECISIONS AND PLANS

RELATING TO

SPENDING CUTS

Two approaches are being
applied to address the deficit
and debt problems of the public
sector: using economic growth
to reduce the need for public
support for the unemployed and
for firms; and further cuts in
public expenditure. Though this
is essentially a medium-term
strategy, some results have al-
ready been achieved.

Since 1991, the Govern-
ment has effected savings total-
ling more than FIM 30 billion.?

® See the article by Martti Lehtonen in
the October 1993'issue of the Bulletin.
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The Government's programme
includes a commitment to re-
duce real expenditure to its
1991 level by 1995. The Gov-
ernment reaffirmed this commit-
ment in spring 1994 when it set
the budgetary ceilings serving
as a basis for drafting the 1995
budget. These ceilings imply
additional savings in the spend-
ing requirements put forward
by various ministries in spring
1994,

Notwithstanding these sav-
ings measures, it is most unlike-
ly that the central government's
total expenditure can be re-
duced in 1995 if Finland joins
the EU as planned, because the
related revenue and expendi-
ture are not included in the bud-
getary framework. Although the
net cost to the Finnish economy
of joining the EU will be small,
especially in the first year, the
central government will incur
substantial costs, both in the
form of direct payments to the
EU and support for domestic
adjustment, especially in the
agricultural sector. Over the
longer term, the central govern-
ment's direct costs will decline
and the additional economic
growth due to EU membership
will also help to balance the cen-
tral government budget.

The necessary medium-
term spending cuts are incorpo-

rated in the budgetary ceilings
set by the Government for cen-
tral government spending.
Moreover, some of the cuts pre-
viously decided on by the Gov-
ernment will start to have an im-
pact only after alag. The level of
pensions inthe public sector will
gradually decline and the ef-
fective retirement age will rise
when, after a fairly long transi-
tion period, these features of the
pension system are brought
into line with corresponding
schemes in the private sector.

After 1995, the public sec-
tor's financial position could im-
prove rapidly if the economy
continues to grow as forecast.
However, this will require the
continuation of stringent spend-
ing controls and additional
spending cuts because the lev-
els of both debt and interest
payments will go on rising for
some time to come.

8 August 1994
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THE ROLE OF ASSET PRICES IN THE INFLATION PROCESS

IN FINLAND

by Mikko Spolander, M Sc (Econ)

Economics Department
Bank of Finland

ooking at price move-
ments over the past years,
it would appear that
changes in asset and consumer
prices are not totally independ-
ent of each other (Chart 1).
This raises the question of
the role of share, housing and
stumpage (standing timber)
prices in Finland's inflation dy-
namics. Are changes in asset
prices reflected in inflation ex-
pectations, wages and ultimate-
ty in consumer prices? It is often
argued that a rise in stumpage
prices, in particular, is eventual-
ly reflected in consumer price
and wage inflation in Finland.
Because the effects of mone-
tary policy are subject to long
lags, it is of utmost importance
that nascent inflation be recog-
nized as early as possible so
that measures can be imple-
mented before the inflation pro-
cess actually gets under way.
This article discusses the re-
lationships between asset pric-
es and other prices and the rea-
sons for them. The aim is to ex-
amine whether dependencies
observed in historical data can
also be used to forecast devel-
opments in asset prices, wages
and consumer prices in the
partly different circumstances
of today. With the deregulation
of the financial markets, the
transmission of monetary policy
effects to the economy has
changed. Previously, monetary
policy operated mainly through
the availability of financing
whereas now its effects are
transmitted mainly through in-
terestrates. Thus assessment of
the stance and effects of mone-
tary policy on the basis of rela-
tionships observedinthe pastis
more complicated. With the shift
from a fixed to a floating rate re-
gime many of the former infla-
tion linkages between different

%

%

%

CHART 1.
ASSET PRICES AND CONSUMER PRICES
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CHART 2.

ASSET PRICES
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sectors of the economy have
taken a new form. Moreover,
the widening of differences be-
tween wages in different sectors
based on differences in produc-
tivity growth is gradually weak-
ening the formerly strong wage-
wage links between sectors.

THE ASSET PRICE

BUBBLE OF THE 1980s

Following the turbulence of
the mid-1970s, developments
in asset prices were fairly quiet
in Finland for a long period.
Capital flows were regulated
and foreign investors played
only a minor role in the Finnish
stock market. Activity in the
stock market and housing mar-
ket was relatively subdued.
The calm was shattered in the
late 1980s when a combination
of rapid credit expansion and
optimism about future economic
prospects prompted a self-fuel-
ling surge in share and housing
prices, collateral values and
lending.

The ready availability of
debtfinancing greatly improved
the opportunities of companies
and households to spread their
consumption and investment
decisions over time. The tax
system also encouraged the in-
currence of debt: the real after-
tax interest rate on housing

10 loans remained negative until

Bulletin 8 =94

the end of the 1980s thanks to
generous provisions for deduct-
ing interest expenses. Against
this background, companies
and households accumulated
debt and reduced their saving.
Because earnings continued to
rise and there was strong confi-
dence inthe future, people were
more willing to spend an in-
creasingly large share of their
income in advance. Part of the
increased liquidity was used for
consumption of goods and ser-
vices but the bulk of it found its
way to the housing and share
market, setting off a rapid asset
price inflation.

The nominal prices of listed
shares rose by 225 per cent be-
tween 1985 and 1989 (Chart 2).
The boom in housing prices
started ayear after share prices
had taken off. By 1989, nominal
housing prices had almost dou-
bled from their level in 1985.
Over the same period, the nom-
inal price of timber increased by
30 per cent, only barely exceed-
ing the rise in consumer prices.

The growth of demand that
accompanied this process in-
evitably led to an acceleration in
the rise in other prices and wag-
es. Annual consumer price in-
flation climbed from just under 3
per cent in 1986 to 6.6 per cent
in 1989. Unit labour costs in-
creased more in Finland than in
competitor countries and the

economy's price competitive-
ness weakened.

As the outlook for domestic
firms darkened, listed share
prices were the first to turn
down. Real interest rates rose
as confidence in the markka
weakened. The rise in real inter-
estrates was followed by afallin
asset prices and collateral val-
ues, to which lending reacted
by triggering a deflationary spi-
rai. By September 1992, share
prices had fallen to their Sep-
tember 1985 level, which was
71 per cent below the peak
reached in spring 1989. Hous-
ing and stumpage prices had
also declined sharply from their
levels at the peak of the boom.

In 19911992, Finland was
in the depths of a severe slump.
The markka's external value fell
substantially and a collapse in
profitability forced firms to cut
costs with a heavy hand. Manu-
facturing output began to pick
up in late 1991. Domestic de-
mand, however, continued to
decline, and the plight of heavily
indebted companies reliant on
the domestic market worsened.
Domestic price and wage infla-
tion declined steadily, and, ex-
cept for a couple of months,
consumer prices fell slightly
every month in the latter half
of 1993.

Following an improvement
in profitability in the export in-
dustry and in prospects for the
future, shares embarked on a
sharp upward trend at the end
of 1992. Housing prices bot-
tomed out in spring 1993 at the
same time as stumpage prices,
which had been falling almost
without interruption since sum-
mer 1990. Is the turnaround in
asset prices the first sign of an
imminent resurgence in price
and wage inflation? In particu-
lar, the agreement on stumpage
prices reached in early 1994
has once again evoked talk of a
return to a time we thought was
behind us.



TABLE 1. HOUSING COST WEIGHTS
IN THE CONSUMER PRICE INDEX,
PERCENTAGE OF THE WEIGHT OF THE TOTAL INDEX

MORE PRONOUNCED

ROLE FOR ASSET PRICES

IN THE INFLATION

PROCESS

Because of the dereguiation
of the financial markets, the
surge in asset prices at the end
of the 1980s had more important
implications for the real econo-
my than had been the case be-
fore. Unfortunately, not enough
attention was paid to them in
spite of the overheating of the
economy. The consumer price
index, the commonly used
measure of inflation, did not re-
flect the inflationary pressures
caused by the rise in asset pric-
es. As price pressures did not
initially show up in an accelera-
tion of consumer price inflation,
the rise in asset prices was con-
sidered to be largely a reflection
of a portfolio adjustment result-
ing from structural changeinthe
financial markets.

When analysis of price
movements focuses solely on
changes in consumer and pro-
ducer prices, a large amount
of information associated with
movements in asset prices is
disregarded. For the implemen-
tation of monetary policy it is es-
sential to have as comprehen-
sive a picture as possible of
emerging inflationary pressures
in the economy and how they
evolve. If it is found that an in-
crease in liquidity or lending
leads to a rise in asset prices,
asset price inflation must be
treated as seriously as consu-
mer price inflation.

Having learned the lessons
of the past, many countries now
monitor movements in asset
prices more closely.' The moni-
toring of asset price movements
has been assigned at least a
qualitative role inthe design and
formulation of monetary policy
inthe Nordic countries, the Unit-
ed Kingdom and Japan. How-
ever, the weight given to asset
price information in the planning
process varies quite considera-
bly from one central bank to an-
other. In France and Germany, a

'Berg, C. & Galvenius, M. (1994):
Tillgangsprisernas roll i ekonomin,
1P8eng_i,ng- & Valutapolitik, 1994:1, p.

Housing, heating and lighting
Housing
Owner-occupied
Maintenance costs
Depreciation
Interest
Rented flats
Heating and lighting

Source: Statistics Finland

1985=100 1990=100
18.36 19.77
15.59 17.24
11.80 13.54
3.95 3.56

4.80 5.29

3.05 4.69

3.79 3.69

2.77 2.53

TABLE 2. EFFECT OF HOUSING PRICES
ON CONSUMER PRICE INFLATION

Consumer prices, % Share of housing prices,

1988"
1089
1990
19912
19922
1993°

11985=100
21990=100

Source: Statistics Finland
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sufficiently clear-cut relation-
ship between movements in as-
set and consumer prices has
not been detected, and there-
fore asset price information is
not used in the formulation of
monetary policy.

HOUSING PRICES IN
THE CONSUMER PRICE
INDEX*

Housing prices have been
included in the consumer price
index since 1988. The costs of
owner-occupied housing are
measured in terms of trends in
the prices of certain related cost
items. These housing costs are
divided into maintenance and
capital costs, with the latter fur-
ther divided into depreciation
and interest costs (Table 1). The
earnings foregone on capital in-
vested in a dwelling, ie the op-
portunity cost of capital, as well
as tax effects and income trans-
fer are not taken into considera-
tion in calculating the costs of
owner-occupied housing.

2 For further details, see Consumer Price
Index 1990=100, Methodology and
Practice, Statistics Finland, Studies
200, Helsinki 1993.

Depreciation measures the
cost to the owner due to the
wear and tear of a dwelling. If a
person buys a dwelling at the
beginning of the year and sells
it at the end of the year in order
to buy a dwelling which is similar
but one year newer, his invest-
ment in the new dwelling in-
cludes the sales price of the old
dwelling plus one year's depre-
ciation. The problem with this
method lies in the interpretation
of depreciation. The inclusion
of depreciation in owner-occu-
pied housing emphasizes the
treatment of housing as an in-
vestment rather than as a com-
modity.

The calcuiation of deprecia-
tion costs is based on the
quarterly price index for flats.
Changes in the index are incor-
porated in the consumer price
index with a lag of one quarter
in June, September, December
andMarch. The prices of private
houses are not monitored; their
costs are assumed to move in
line with the prices of old flats
and row houses.

Table 2 shows the effects of

changes in housing prices on 11
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changes in the consumer price
index since 1988. In 1989, the
increase in housing prices, by
way of the depreciation factor,
accounted for 1.9 percentage
points of the 6.6 per cent in-
crease in the consumer price
index. By contrast, in 1992 and
1993 the decline in housing
prices reduced the rise in the
consumer price index by 0.6
percentage point.

Besides affecting the con-
sumer price index directly
through the calculation method
employed, changes in housing
prices are also reflected in
consumption, domestic demand
and price and wage develop-
ments through changes in
households' wealth. Further-
more, the price level of the hous-
ing stock has a significant effect
on the profit prospects for hous-
ing construction and hence on
the supply of housing. Often an
increase in new housing con-
struction, associated with im-
proved profit prospects, has led
to production bottlenecks and
raised production costs, there-
by fuelling inflation.

LESS STABLE

RELATIONSHIP

BETWEEN

SHARE PRICES AND

CONSUMER PRICES

Therole of share prices inin-
flation dynamics is more com-
plex than that of housing prices.
Share prices are pure asset
prices, whose movements re-
flect market expectations re-
garding not only the earnings
prospects of individual compa-
nies but also the outlook for the
entire economy. As leading indi-
cators of changes indemand, in
theory share prices also predict
changes in the price level asso-
ciated with fluctuations in de-
mand. However, the process
whereby an improvement in a
company's profitability is trans-
mitted through a rise in share
prices to consumer price infla-
tion is a long and complex one.
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STUMPAGE PRICES

= A FINNISH

SPECIALITY

The price of timber is not a
pure asset price. To the owner,
timber is an asset, like shares
and housing. To the forest in-
dustries, timber is a raw material
and a factor of production,
along with labour, energy and
capital. Timber also differs from
other assets in terms of its'mar-
ket structure. Whereas there are
large numbers of buyers and
sellers in the housing and stock
markets, the timber market is
highly centralized. In the hous-
ing and stock markets, a single
buyer or seller is for the most
part unable to fix the buying or
selling price, even in Finland,
whereas in the market for stand-
ing timber prices are often for-
mally agreed on by the national
organizations of buyers and
sellers. Itis argued that compre-
hensive price agreements are
needed to help eliminate the
disruptive effects of the large
price movements typical of as-
set prices on the forest indus-
tries' cost structure, and hence
on their competitiveness.

Since stumpage prices de-
termine the forest-owner's re-
muneration for the factor of pro-
duction provided by him, move-
ments in stumpage prices are
readily reflected inthe demands
of producers of other factors of
production. The fiercer the in-
come distribution struggle the
more readily a rise in stumpage
prices will elicit wage demands
in the forest sector — and the
stronger the wage links be-
tween different sectors of the
economy, the more certain it is
that pressures for wage in-
creases will spill over in to the
sheltered sector, including the
public sector. But since pro-
ductivity growth in these sec-
tors is slower than in manufac-
turing, arise in unit labour costs
cannot be avoided in the face
of widespread wage increases.
The wage-wage spiral is trans-
formed into a price-wage spiral,
culminating in a weakening of
international competitiveness.

HOUSING AND
STUMPAGE PRICES
PLAY ACLEAR ROLEIN
THE INFLATION PROCESS

A closer investigation of the
relationships between consu-
mer prices and asset prices or
between the level of earnings
and asset prices would require
a careful analysis based on
statistical techniques.® If such
analysis indicates that share,
housing or stumpage prices do
not provide additional informa-
tion on trends in consumer pric-
es or earnings, current changes
in asset prices are of no use
in forecasting future develop-
ments in consumer prices or
earnings.

Current developments in
share prices in Finland cannot be
said to predict future movements
in earnings or consumer prices.

By contrast, current trends
in housing and stumpage pric-
es seem to predict future devel-
opments in earnings and con-
sumer prices. Thus in forecast-
ing future changes in earnings
and consumer prices it is worth
taking into account not only
changes that have already oc-
curred in these but also chang-
es that have occurred in hous-
ing and stumpage prices. The
relationship observed between
current changes in consumer
prices and changes in housing
prices in the previous quarter
corresponds with the mechani-
cal inclusion of changes in
housing prices in the consumer
price index. There is also a fairly
clear lag of six to twelve months
in the dynamics of the relation-
ship between movements in
stumpage prices and earnings,
ie the rise in stumpage prices
precedes the rise in earnings by
well over sixmonths (Chart 3).

It should be borne in mind,
however, that statistical meth-
ods of analysis are never fully
: Granger causality tests are used to

study if asset prices are useful for fore-
casting consumer prices or earnings,
in addition to these variables' own
history, ie whether the behaviour of
consumer prices and earnings can be
better explained by including lagged
share, housing or stumpage prices
as explanatory variables, as well as

lagged values of consumer prices and
earnings.



watertight. In particular, proving
the existence of causality in-
volves features which are diffi-
cult to handle. It may be that
causality observed between
consumer prices and various
asset prices is only ostensible.
There may be one or more de-
terminants underlying causality
which the tests used have not
been able to take into account.
Furthermore, problems con-
nected with the price data used
tend to lessen the reliability of
the analysis*. The role of asset
prices ininflation dynamics is al-
so likely to have changed as a
result of the deregulation of the
financial markets. However, as
the resultsin principle are for the
most part in accord with intui-
tion, there is no real reason to
doubt the reliability of qualitative
results.

CONCLUDING

REMARKS

On the basis of the above
discussion some qualitative re-
sults concerning the role of as-
set prices in the various stages
of the inflation process can be
presented but it is still not possi-
ble to draw far-reaching con-
clusions about the future direc-
tion and magnitude of move-
ments in consumer prices. One
major reason for this is that
Finland's exchange rate regime
has changed. Under fixed ex-
change rates, cyclical fluctua-
tions in the world economy were
reflected in domestic wage and
price developments, in part
through the fluctuations in ex-
port prices of the cyclically sen-
sitive forest industries. Now that
the markka is floating the possi-
bility exists for it to appreciate
when inflationary pressures
start to mount. In addition, inter-
est rate policy can be usedtoin-
fluence developments in de-
mand more effectively than was
the case under fixed exchange
rates. This should have an effect
on behaviour. The pricing beha-

* The time series for consumer prices in-
cludes some particularly awkward fea-
tures. Then again the data on stump-
age prices are too infrequent; the six-
month data conceal all short-term fluc-
tuations and give too positive a picture
of the causality between stumpage
pri%es and the other variables exam-
ined.

CHART 3.

ASSET PRICES AND EARNINGS
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viour in the export industry is
likely to be based on the expect-
ed exchange rate rather thanon
today's exchange rate.
Previously, earnings and
consumer prices reacted to
changes in housing prices; by
contrast, no statistically signifi-
cant relationship can be dis-
cerned between share prices
and earnings or consumer pric-

es. However, housing prices do

not necessarily have an inde-
pendent role in the inflation pro-
cess. Since the deregulation of
the credit market, housing pric-
es have tended to move in line
with changes in bank lending.®

8 For a more detailed discussion of the
relationships between share and hous-
ing prices and credit expansion, see
eg Takala, K & Pere P. (1991): Testing
the Cointegration of House and Stock
Prices in Finland, Finnish Economic
Papers, Vol 4, No 1, p. 33-51.
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The capital markethas been de-
regulated, and banks are still re-
covering from the lending boom
of the late 1980s and the flood of
loan losses that ensued. In the
coming years, bank lending is
not likely to reach the rates seen
in the late 1980s. For this rea-
son, credit expansion is not cur-
rently paving the way for an up-
surge in housing prices.
Historically, there has un-
doubtedly been a connection
between rises in stumpage pric-
es and changes in other prices
and wages. Rises in stumpage
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prices have been followed by
wage increases in the manufac-
turing industries. Consequently,
it would appear that a substan-
tial increase in the price of tim-
ber constitutes a clear warning
signal. The tendency of stump-
age prices to display large fluc-
tuations nevertheless makes it
difficult to identify the precise
warning limits. One cannot di-
rectly quantify the effects that
changes in stumpage prices
will have on other prices and
wages. In the present situation,
the actual upward pressure that

wage increases will exert on
prices could be smaller than
has been the case in the past.
By accepting wider wage differ-
ences between sectors, it would
be possible to restrict the wage-
wage spiral to the manufactur-
ing industries and thus keep it
within the bounds of productivi-
ty growth.

5 August 1994
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THE NORDIC BANKING CRISIS

by Heikki Koskenkyl&, Adviser to the Board
Financial Markets Department

Bank of Finland

or some years now, the
banking industries of Fin-
land, Norway and Sweden
have been grappling with a se-
vere crisis, the scale of which
has aroused international atten-
tion. Danish banks have also
suffered large loan losses, but
on the whole they have fared
better than their counterparts in
the other three Nordic countries.
The Norwegian banking cri-
sis is considered to have started
in 1987 and the Finnish and
Swedish ones in 1991. In 1993,
there was, however, a distinct
improvement in the operating
results of the Nordic banks'.
Danish and Norwegian banks
even posted a net profit. In
these two countries, the levels of
loan losses have fallen, signifi-
cantly in some cases, and bank
profitability has improved. As a
result of the crisis, the size of the
banking sector has shrunk in all
the Nordic countries. The au-
thorities in Finland, Norway and
Sweden have had to resort to
drastic action to rescue ailing
banks, whereas in Denmark in-
tervention has been on a far
more modest scale. In Finland,
Norway and Sweden, the public
sector (ie the state and, in Nor-
way and Finland, also the cen-
tral bank) has had to spend
large sums on support for trou-
bled banks to safeguard the sta-
bility of the financial sector in
general and the claims of de-
positors in particular.

ORIGINS OF

THE BANKING CRISIS

The causes of the Nordic
banking crisis are much the
same in each country. The Nor-
wegian phrase describing the

1

This article deals with parent banks
only.

three main causes of the banking
crisis, "bad luck, bad policies,
bad banking', applies equally
to Finland and Sweden.

"Bad luck’ refers to the inter-
national recession, the length of
which has been unprecedent-
ed. [n Norway the situation was
exacerbated by a fall in the
price of oil in the middle of the
1980s and in Finland by the col-
lapse of trade with the former
Soviet Union at the beginning of
the current decade.

"Bad policies" refers to the
failure of economic policy in the
latter haif of the 1980s. Consid-
ering the intensity of the boom,
economic policy was lax and to
some extent even expansion-
ary. Financial markets were de-
regulated and demand for cred-
it rose sharply. Generous tax de-
ductions for interest payments,
coupled with high income tax
levels, made the real cost of bor-
rowing very low. Tax reforms
curtailing tax-deduction rights
were not implemented until the
beginning of the 1990s. Not
enough attention was paid to
the supervision of banks. Re-
sources available for supervi-
sion were limited and supervis-
ors were partly lacking in experi-
ence. On the other hand, banks
did not pay heed to the warn-
ings of supervisors. The bank-
ing supervision authorities did
not possess the capability to
deal with major crises. Owners,
supervisory boards and audi-
tors of banks did not exercise

adequate control over bank
management.

"Bad banking" refers to the
banks' own mistakes, such as
lack of caution and excessive
risk taking in lending and invest-
ment. Prudence and careful
screening of customers, former-
ly the halimarks of good bank-
ing, were frequently overlooked.
The deregulation of lending led
to fierce competition for market
shares, and growth became
more important than profitabili-
ty. Banks were also reckless in
regard to their foreign invest-
ments and other foreign opera-
tions.

There has been litlle re-
search in the Nordic countries
on the relative and quantitative
significance of these factors in
contributing to the emergence
of the banking crisis. The signif-
icance of the various factors
may have differed from country
to country. At least economic
performance has not been simi-
lar in all the Nordic countries.
While economic activity has
contracted sharply in Finland
during the crisis and to a lesser
extent also in Sweden, it has ex-
panded without interruption in
Denmark and Norway (Table 1).

GROWTH OF LENDING

AND TOTAL ASSETS

Chart 1 shows the nominal
rate of growth of lending by Nor-
dic banks (parent banks) from
1982 to 1993. In Denmark and

TABLE 1. PERCENTAGE CHANGE IN THE VOLUME OF GDP
IN THE NORDIC COUNTRIES, 19901993

Denmark
1990 2.0
1991 1.0
1992 1.2
1993 0.8

Finland Norway Sweden
0.0 1.7 1.4
7.1 1.6 -1.1
3.8 3.3 -1.9
2.6 25
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CHART 1.

NORDIC BANKS: GROWTH OF LENDING,
1982 - 1993
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CHART 2.

NORDIC BANKS: TOTAL ASSETS
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Norway the growth rates were
already high in the mid-1980s.
In Norway financial markets
were deregulated a couple of
years earlier than in Finland and
Sweden. Total assets expanded
exceptionally rapidly in Finland
and lendingin Norway and Swe-
den. In all the Nordic countries
the growth rates of both lending
and especially total assets
turned down at the beginning of
the 1990s, but the downward
trend seems to have come to a
halt last year.

The ratio of banks' aggre-

16 gate total assets to GDP grew
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significantly in the 1980s. The
growth of fending also exceed-
ed the growth of GDP by a clear
margin. The ratio of total assets
to GDP grew most rapidly in Fin-
land (Chart 2), and has not de-
creased in the 1990s, as has
happened in the other Nordic
countries. This trend can partly
be explained by the sharp con-
traction of GDP in Finland.
Charts 1 and 2 show that the
banking sector grew at a nota-
bly faster pace than the other
sectors of the economy in con-
nection with the deregulation of
financial markets. Both demand

and supply factors contributed
to the sharp growth of lending.
Economic conditions were ex-
pected to continue favourable,
and so the accumulation of debt
was not regarded as a problem.
On the other hand, the banks
pursued an aggressive lending
policy, in effect relaxing their
lending criteria, such as collat-
eral requirements. The growth
of lending also helped to fuel the
rise in asset prices (shares, real
estate, dwellings and land),
which had continued for several
years in succession, and this, in
turn, boosted the demand for
credit as aresult of higher collat-
eral values.

BANKS' OPERATING

RESULTS AND

LOAN LOSSES

The ratio of banks' net inter-
est income to their total assets
has been the iowest in Finland
and the highest in Norway
(Chart 3). In all the countries
there was a downward trend in
relative netinterestincome up to
the beginning of the 1990s. In
Norway relative net interest in-
come started toimprove in 1992
and in Finland and Sweden in
the following year.

Low net interest income has
become a structural problem for
the Finnish banks. This is mainly
due to the large amount of non-
performing assets and the fact
that a large proportion of the
outstanding loans on banks'
books are tied to the Bank of Fin-
land's base rate. It is also ex-
plained by the rapid growth of
balance sheet items carrying a
very slim interest rate margin
(for example, certificates of de-
positand foreign currency loans
intermediated by banks).

The improvement in net in-
terest income among Nordic
banks in 1993 was the resuit
of wider interest rate margins,
though lately the widening of
margins seems to have stop-
ped.

Developments in the ratio of
banks' otherincome to their total
assets have followed-a-broad-
ly similar pattern in all the Nor-
dic countries. The exception is
Denmark, where variations in



banks' other income have been

very large. This is explained by |

the fact that Danish banks have
particularly large investments in
bonds and the changes in bond
prices are reported annually in
the profit and loss account. In
Finland, the ratio of banks' other
income to their total assets has,
on average, been the highest in
all the Nordic countries. This
has counterbalanced the fact
that Finnish banks have the low-
est relative net interest income
among the Nordic countries.

The ratio of banks' other ex-
penses to their total assets is illu-
strated in Chart 5. The decline in
this ratio has been the most pro-
nounced in Finland and has
continued for several years. In
Sweden, the ratio has, rather
surprisingly, risen to some ex-
tent. On the other hand, there
has been a marked contraction
in the total assets of Swedish
banks. It should be noted, how-
ever, that the amount of banks'
expenses has actually de-
creased in all the Nordic coun-
tries in the 1990s, even though
the ratio to total assets has not
changed very much. Expenses
have fallen as a result of restruc-
turing and rationalization meas-
ures affecting branches, staff-
ing levels and other expenses
(see Charts 10and 11).

The ratio of banks' loan and
guarantee losses to their total
assetsis shownin Chart6. Inrel-
ative terms, loan losses have in-
creased sharply in all the Nordic
countries, including Denmark.
However, the Danish ratio re-
mains well below the Finnish,
Norwegian and Swedish ones.
Swedish banks have experi-
enced the largest loan losses in
relative terms. The loan losses
of Norwegian banks began to
decreasein 1992; in other coun-
tries the decline started last
year. It should be noted that ac-
counting practices as regards
the treatment of loan losses vary
between the Nordic countries.

Chart 7 shows the ratio of
banks' net operating income to
their total assets. As a result of
the banking crisis, the net oper-
ating income of banks was neg-
ative in all the Nordic countries

CHART 3.

NORDIC BANKS: NET INTEREST INCOME
AS A PERCENTAGE OF TOTAL ASSETS,

1982 - 1993
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in 1991 and 1992. Relative to to-
tal assets, the largest losses
were registered in Finland and
Sweden. In Norway losses start-
ed to decrease in 1992 and in
the other countries in 1993.
Danish and Norwegian banks
posted a net profit in 1993. In
Finland banks' losses in 1993
were relatively larger than in
Sweden.

Chart 8 shows loan losses in
proportion to population and
measured in common currency
(FIM). From 1991 to 1993, loan
losses per capita averaged
about FIM 13000 in Sweden

and about FIM 10 000 in Fin-
land. In Denmark and Norway
loan losses per capita were
notably smaller.

The numbers of banks, bank
branches and bank employees
have decreased in all the Nordic
countries (Charts 9, 10 and 11).
In Finland and Sweden the de-
cline in the number of banks is
far more pronounced than in
Denmark and Norway. This can
be partly explained by the pres-
ence in Finland and Sweden of
two groups of local banks (co-
operative banks and savings

banks) comprising numerous17
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TABLE 2. BANKS' BIS CAPITAL ADEQUACY RATIOS
IN THE NORDIC COUNTRIES, 1991-1993, PER CENT

1991
1992
18 1993
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13.1
11.0

Denmark Finland Norway Sweden
11.6 9.3 7.9
12.4 10.4 9.9
12.5 10.8 12.3

14.9

small banks. In Sweden the ma-
jority of both cooperative banks
and savings banks have
merged; these mergers have re-
sulted in the creation of two
large banks (Foreningsbanken
and Sparbanken Sverige). In
Denmark and Norway there
have been several mergers
among savings banks. Owingto
the large number of cooperative
banks in Finland, there is now a
far higher number of banks in
Finland than in the other Nordic
countries (Chart 9). It should be
noted that there has been on-
ly one merger between large
banks during the banking crisis,
ie the merger of Gota Bank with
Nordbanken in Sweden last
year.

In fact, a similar event took
place in Finland when the Sav-
ings Bank of Finland was split
up between the other leading
Finnish banks. In a sense, this
operation may also be regarded
as a merger involving several
banks. The number of bank
branches has also declined in
the Nordic countries (Chart 10).
In Norway there are notably few-
er bank branches than in the
other Nordic countries.

The banking crisis has also
speeded up the streamlining of
banks' staffing levels. The num-
ber of bank employees has de-
clined in all the Nordic coun-
tries. The smallest job cuts have
occurred in Denmark, where the
banking crisis has been the
least severe, and the biggest
ones in Finland, where the crisis
has been the most acute. Rela-
tive to population, there are
clearly more bank employees in
Denmark and Finland, almost
twice the corresponding figure
for Norway.

BANKS' CAPITAL

ADEQUACY HAS

REMAINED GOOD

The capital adequacy of
Nordic banks (measured ac-
cording tothe BIS standard) has
remained quite good despite
the banking crisis. It should be
noted, however, that in Finland,
Norway and Sweden this has to
a large extent been achieved



with the aid of state support. Ta-
ble 2 shows the Nordic banks'
risk-weighted capital adequacy
ratios according to the BIS defi-
nition.

In 1993, banks' capital ade-
quacy improved in all four coun-
tries. The high capital ratio of
Danish banks is based solely on
the banks' own funds. The capi-
tal adequacy of Danish banks
was already very good before
the BIS "eight per cent rule" en-
tered into force. Owing to their
high capital ratios, the Danish
banks have been able to weath-
er even large loan losses with-
out having to resort to state sup-
port, as has beenthe caseinthe
other Nordic countries.

STATE AND CENTRAL
BANK SUPPORT TO
BANKS

inFinland, Norway and Swe-
den the state and partly also the
central bank have had to pro-
vide supportto banks on a mas-
sive scale. In Denmark the pub-
lic support provided to banks
has been rather modest and di-
rected to only a few small or
medium-sized banks (for instan-
ce, Himmerlandsbanken, Varde
Bank and banks in the Faeroe
Islands).

Special bank support or-
ganizations were established in
Finland, Norway and Sweden in
the early 1990s. They all operate
on broadly similar lines. In Nor-
way the Government Bank In-
surance Fund was set up in
1991 and the Government Bank
Investment Fund later in the
same year. The Finnish Govern-
ment Guarantee Fund (GGF)
and the Swedish Bank Support
Authority were both established
in 1992.

In Finland and Norway, and
to a lesser degree in Denmark,
the central bank has also partic-
ipated in the provision of bank
support. From 1991 to 1993, the
central bank of Norway granted
low-interest loans to banks,
thereby helping to improve their
operating results by some NOK
2 billion. These support loans
have recently been discontin-
ued. The major part of Norway's
bank support has been provid-

CHART 7.
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ed by the two government funds
mentioned above. In addition,
Norwegian commercial and
savings banks have been sup-
ported by their respective guar-
antee funds. In fact, the govern-
ment funds were established
at a point where the resources
of the banks' own guarantee
funds had been depleted in
1991,

In 1991 and 1992, three
large Norwegian commercial
banks were taken over by the
state. At present, the Norwegian
State's holdings in these banks
is as follows: Fokus Bank about

98 per cent, Den norske Bank
(DnB) about 88 per cent and
Kreditkassen about 69 per cent.
Before the banks were taken
over, their share capital was
written off and they were recapi-
talized by the state. The repri-
vatization of these three banks
has recently been initiated. Kre-
ditkassen has already secured,
and DnB is in the process of se-
curing, new share capital from
private investors. However, the
Storting, the Norwegian Parlia-
ment, has just recently ap-
proved a government proposal

according to which the state will 19
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CHART 9.

NUMBER OF BANKS IN THE NORDIC
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maintain its majority sharehold-
ing in DnB and Kreditkassen at
least until 1997, after which it
will continue to retain a minori-
ty holding. By contrast, Fokus
Bank is to be fully reprivatized.
This implies that the Norwegian
authorities consider it desirable
that the leading banks in Nor-
way_ should_remain in Norwe-
gian hands, at least for the time
being, and accordingly contin-
ued state ownership in these

20 banks is felt to be important.
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The banking crisis in Nor-
way has been handled on a
case-by-case basis, and for the
most part by the two govern-
ment funds. The Norwegian
government has not issued a
general guarantee for banks'
commitments, as have the
Swedish and Finnish govern-
ments. Neither have any asset
management companies (‘bad
banks') been established in
Norway to absorb the banks'
poorly performing loans or other

assets, as has been done in
Sweden and Finland. In Norway,
the crisis within the savings
banks sector has been much
less severe than in Finland,
whereas the Norwegian com-
mercial banks have been more
badly hitthan their Finnish coun-
terparts.

In Sweden the government
issued a general guarantee for
all Swedish banks' commit-
ments, except for their equity
capital, in December 1992. No
maximum limit was set for state
support. Two asset manage-
ment companies were estab-
lished, Securum for the assets
of Nordbanken and Retriva for
the assets of Gota Bank. These
asset management companies
have played an important role
in the handling of the Swedish
banking crisis. A substantial
part of the bank support provid-
ed in Sweden has been in the
form of guarantees, and a part
alsointhe form ofinvestments in
the shares of Nordbanken and
Gota Bank. The Swedish gov-
ernment has considered it im-
portant that the Swedish banks
remain in private ownership. A
more positive attitude is taken
towards foreign ownership than
in Norway. Two large private
commercial banks, S-E-Banken
and Handelsbanken, have man-
aged without state support. In
this respect, the situation in
Sweden differs significantly
from that in Norway and Finland.
The Swedish banks that have
received state support in some
form or another (loans, guaran-
tees or capital injections) are
Nordbanken, Gota Bank, Fore-
ningsbanken and some of the
savings banks.

In Finland public support
has been provided to banks in
four different forms. After the
Bank of Finland took control of
Skopbank in autumn 1991, it
recapitalized the bank and
bought its largest risk expo-
sures. The funds committed to
these operations amounted to
about FIM 15.6 billion. Later,
Skopbank was sold to the GGF.
So far, almost FIM 6 billion has
been recovered from the sale of
Skopbank's assets. In 1992, the



state invested about FIM 8 bil-
lion in Finnish banks by pur-
chasing preferred capital cer-
tificates issued by the banks.
This was done in order to secure
the banks' continued capacity
tolend.

The GGF or the state have
safeguarded the solvency of
Skopbank and the Savings
Bank of Finland by purchasing
their shares and preferred capi-
tal certificates to a total of about
FIM 18 billion. Of this amount,
FIM 5.6 billion was subsequent-
ly recovered in connection with
the sale of the Savings Bank of

CHART 11.

NUMBER OF BANK EMPLOYEES
IN THE NORDIC COUNTRIES, 1987 - 1993

Thousands of employees
8

25

Finland. 20 — ' ' ' : : -
In connection with the split- 1987 88 89 %0 91 92 93

ting up of the Savings Bank of 1. Denmark

Finland, an asset management 2 Hinland

company called Arsenal Ltd % Sweh

was established. The state and
the GGF invested FIM 5 billion in
Arsenal Ltd in the form of equi-

TABLE 3. TOTAL AMOUNT OF BANK SUPPORT AND

BANK SUPPORT AS A PERCENTAGE OF GDP IN

ty capital. When the STS-Bank NORWAY, SWEDEN AND FINLAND, 1989-1993,

was merged with Kansallis-

Osake-Pankki, some FIM 3 bil- INNATIONAL CURRENCIES
lion's worth of GGF funds were Finland' Norway*  Sweden®
committed to Siltapankki, the - :
asset management company of Eﬂlr'g;%gfunn?:éonal (g;:g) 310 (gg:g)
STS-Bank. ‘ (NOK, SEK and FIM)

The state has promised to | % of GDP 14.7 45 6.2
guarantee the interest andfor | (at 1992 values) (8.4) 4.7)

principal payments on equity-
related loans raised by Kansal-
lis-Osake-Pankki, Unitas and
the Security Fund of the Cooper-

' The figures refer to the situation after the sale of the Savings Bank of Finland. The total
amount of support disbursed is shown in parentheses; source: Review of the Gov-
ernment Guarantee Fund. According to estimates, Arsenal Ltd will require additional
support amounting to some FIM 10 billion. Consequently, the total amount of bank
support in Finland may rise to almost FIM 82 biilion.

ative Banks. None of the three
institutions has so far availed it-
self of this opportunity. In addi-
tion, the state has issued a guar-
antee in principle of upto FIM 28
billion to support the funding of
Arsenal Ltd. It is estimated that
Arsenal Ltd will also need more
equity capital and/or guaran-
tees in the future.

InFinland, as in Sweden, the
state has issued a general guar-
antee for banks' commitments,
except for their equity capital,
firstin August 1992 and again in
winter 1993. However, in con-
nection with the budget pro-
ceedings, Parliament set an
upper limit on bank support.
The upper limit may be raised,
if it is necessary in order to en-
sure that the banks' commit-
ments are met.

2 The share of Norges Bank is NOK 3.5 billion. In Norway, bank sm:rport was provided

from 1989 to 1993; the major part was provided during 1991 an

1992.

3 Of the total amount of support allocated, SEK 65.0 billion has been used, of which the
state accounts for SEK 60.2 billion and the National Debt Office for SEK 4.8 billion.

COMPARISON OF BANK

SUPPORT MEASURES IN

THE NORDIC

COUNTRIES

The public support provid-
ed to Finnish, Norwegian and
Swedish banks has taken sev-
eral different forms. Further-
more, in Finland and Norway the
banks' own guarantee funds
have provided support; no such
funds exist in Sweden. Below,
the total amount of bank support
made available in each country
is analyzed, without any break-
down into the various types of
support.

Table 3 shows that, in rela-
tive terms, the Finnish banks

have received substantially
more support than the other
Nordic banks. Finnish bank
support has been the most ex-
tensive both in terms of the sup-
port disbursed and the support
allocated on the basis of de-
cisions in principle. Viewed
against this background, the
banking crisis in Finland turns
out to have been the most se-
vere among the Nordic coun-
tries.

According to some recent
Norwegian estimates, it is prob-
able that the Norwegian State
will recover all the support pro-
vided by itto banks, as the value

of the banks' shares owned by 21
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the state has risen substantially.
In addition, the banks' own
guarantee funds are expected
to pay back the loans they re-
ceived from the government
funds. In Sweden, too, esti-
mates have been made which
indicate that the majority of bank
support is recoverable. This
would mainly consist of the pro-
ceeds from the sale of Nord-
banken/Gota Bank. It is also es-
timated that part of the support
provided to Securum and Retri-
va will be recovered. According
to some unofficial Finnish esti-
mates, the ultimate losses in-
curred by the Finnish State and
the Bank of Finland will amount
to several tens of billions of
markkaa.

FUTURE PROSPECTS

The operating results of the
Nordic banks improved during
thefirst half of 1994, however, by
less in Finland than in the other
Nordic countries. The improved
performance is mainly attribut-
able to the reduction in loan
losses, but partly also to an im-
provement in net interest in-
come and other income. in Fin-
land, it is estimated that loan
losses and net interest income
will remain at approximately the
same levels as last year. In
1993, the operating results of
the Nordic banks were boosted
especially by capital gains on
bonds resulting from lower inter-
est rates. The impact of this fac-
tor was particularly pronounced
in Denmark, but also significant
in Norway and Sweden. The
Danish and Norwegian banks
have posted profits since 1993
and in Sweden the entire bank-
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ing sector is likely to show a
profit for this year. The Finnish
banks are in a somewhat weak-
er position than the other Nordic
countries.

Owing to the scale of the cri-
sis, the size of the banking sec-
tor has diminished significantly
in Finland, Norway and Sweden.
This has involved reductions in
the numbers of banks, bank
branches and bank employees.
Nevertheless, tightening com-
petition among banks, which in
the future will evidently focus on
interest rate margins, will re-
quire further rationalizations.
Some international consultants
have estimated that there is still
overcapacity in the Norwegian
and Swedish banking sectors.
The same is probably also true
in Finland. In Denmark the re-
ductions in the size of the bank-
ing sector have been fairly small
sofar.

in Norway a key issue over
the next few years will be the re-
privatization of the banks that
were taken over by the state,
and, in general, the future role of
the state in the banking sector.
Even before the crisis, there
were several state-owned
banks in Norway, and now the
state-owned Norges Postbank
is being converted into an ordi-
nary bank.

The main problem facing the
Swedish banking sector is the
sale of Nordbanken/Gota Bank
and their respective asset man-
agement companies to a pri-
vate owner. Preparations for the
sale have already been initiat-
ed.

In Finland the banking sec-
toris likely to record further loss-

es in 1994, Economic recovery
and lower interest rates could
bring a relatively quick solution
to the most acute problems of
the Finnish banks. If they are to
achieve good profitability, the
banks will have to improve the
efficiency of their operations
and continue their rationaliza-
tions. Increasing competition
with foreign banks will make
these measures all the more
necessary.

Given the prospect of im-
proved financial performance in
the Finnish banking sector over
the next few years, there is a
need to follow the example of
Norway and Sweden and start
examining how and in which or-
der the bank support system
should be dismantled. The bank
support system was meant to
be temporary. On the other
hand, Finland is, like its Nordic
neighbours, currently in the pro-
cess of reforming its depositor
protection system to bring it in
line with EU standards.

* k%

| would like to thank the central
banks of Norway, Sweden and
Denmark and Mr Kjell Hemberg
from the Finnish Financial Su-
pervision Authority for providing
the statistics used in this article,
and Mr Jukka Vesala and Ms Vir-
pi Andersson from the Research
Department for their research
assistance.

15 June 1994



ITEMS

I
THE BANK OF
FINLAND'S
INVESTMENT INQUIRY
According to the Bank of

Finland's inquiry conducted in

AprilJune 1994, investment

activity in manufacturing indus-

try will recover in 1994 after a

contraction lasting four years

and expand further next year.

Manufacturing companies'
capacity utilization has risen
faster than was foreseen in the
previous inquiry. Firms expect
their capacity utilization rates to
continue rising well into the sec-
ond half of 1995. However, de-
spite increasing investment in
fixed and intangible assets, the
inquiry indicates that the invest-
ment ratio, ie the ratio of invest-
ment to output (value added),
will remain low in all sectors.

Several factors have con-
tributed to the improvement
in investment prospects. In-
creased output and expecta-
tions of further rapid growth are
inducing companies to expand
their capacity. Atthe same time,
demand is picking up in West-
ern Europe, which is the main
market for Finnish exports. With
improved profitability and lower
debt levels, companies are now
in a better position to implement
their investment projects. Nev-
ertheless, investment intentions
reflect the duality that is still
present in Finland's economic
performance. Thus, in indus-
tries serving the domestic mar-
ket, investment in fixed assets is
expected to show a further de-
clinein 1994.

It should be noted that the
inquiry covers investment plans
made by companies at a time
when the interest rates influenc-
ing their financing costs were
lower than they have subse-
quently been.

Fixed investment

According to the survey da-
ta, the volume of fixed invest-
ment will rise by 15 per cent in
1994 in total industry and by
nearly one-fifth in manufactur-
ing." This year, companies plan
to spend FIM 20 billion on acqui-
sitions of new fixed assets, an
increase of justover FIM 3 billion
in value from 1993. Manufactur-
ing companies account for FIM
14 billion of the total.

In percentage terms, the
projected growth of investment

' Estimates of the volume of investment
for the current year obtained in inquir-
jes conducted in the spring have al-
most without exception been slightly
hic?her than the actual volume invest-
ed.

is particularly striking in the
most capital-intensive export in-
dustries, ie the paper industry
and the manufacture of metals.
Investment is also set to in-
crease substantially in other
sectors of the forest and the
metal and engineering indus-
tries. By contrast, the volume of
fixed investment is expected to
decrease by nearly one-fifth in
the sector ‘other manufactur-
ing', where exports are of less
importance than in the above
sectors.

At the time the inquiry was
conducted, companies' plan-
ned investment for 1995 was 5
per cent higher in volume terms
than for 1994; for manufacturing

TABLE 1. ANNUAL CHANGE IN THE VOLUME OF INDUSTRIAL
FIXED INVESTMENT, 1993-1995, PER CENT

Forest industries

Metal and engineering industries
Other manufacturing
MANUFACTURING

ENERGY AND WATER SUPPLY
TOTAL INDUSTRY (incl. mining)
By type of investment

Construction
Machinery and equipment

1993 1994 1995
planned

45 36 17
14 48 3
20 -18 11
25 18 11
-14 7 -13
22 15 4
24 4 —14
21 20 10

TABLE 2. CAPACITY UTILIZATION RATE IN MANUFACTURING
SEMIANNUALLY, 1993-1995, PER CENT

1993 1994 1995
! 1l I I | Il
Forest industries 85 88 89 90 90 91
Metal and engineering
industries 85 86 87 89 90 91
Other manufacturing 78 80 83 84 83 84
MANUFACTURING 83 84 86 88 88

89 23
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companies it was more than 10
per cent higher.?2 This trend is
widespread as the volume of
investment is expected to in-
crease in all the main sectors
of manufacturing.

Despite the expected recov-
ery in investment activity, the in-
vestment ratio, ie the ratio of
fixed investment to value add-
ed, will rise only modestly. Thus,
companies seem to be cautious
about expanding their capacity.
In the metal and engineering in-
dustries, however, the volume of
investment will regain its aver-
age level in the 1980s, though
here too the investment ratio will
remain low in view of the rapid
increase in output.

intangible investment

Intangible investment de-
clined only slightly during the
recession, compared with the
sharp contraction of fixed in-
vestment. According to the in-
quiry, companies will increase
their spending on research and
development and other intangi-
ble assets in 1994 and 1995. In
manufacturing, these outlays
amount to just over FIM 3 billion
in both years, or about one-fifth
of expenditure on fixed invest-
ment.

Capacity vtilization

In the first half of 1994, the
capacity utilization rate in man-
ufacturing rose to 86 per cent
onaverage. In many sectors the
rise has been more rapid than
was indicated by the previous
inquiry conducted in late 1993.
The capacity utilization rate is
expected togoonrising untilthe
second half of 1995 and ap-
proach the previous cyclical
peak in almost all sectors. In
1995, sectors dependent on do-
mestic demand will be still oper-
ating below full capacity but by
no more than is usual during an
economic upswing.

In mqumes conducted in the spring,
companies' planned investment for the
foliowing Year typically underestimates
the actual volume of investment.
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NEW BASE YEAR FOR
THE INDICATOR OF
UNDERLYING
INFLATION

Statistics  Finland  has
changed the base year for the
indicator of underlying inflation
to 1990. The weights applied to
indirect taxes and subsidies in
the tax rate index, which is used
in calculating the indicator of
underlying inflation, have also
been revised. The weight for in-
direct taxes has risen from 23.2
per cent for the previous base
year, 1985, t0 26.6 per cent for
1990. The weight for subsidies
which reduce consumer prices
is practically unchanged, 4.3
per cent for 1985 compared
with 4.4 per cent for 1990.

The tax rate index includes
indirect taxes and subsidies
that affect prices of consumer
goods and services and that
were inforce in 1990 or came in-
to force after 1990, excluding
those taxes and subsidies that
have been removed since 1990.
Indirect taxes and subsidies
that affect the prices of exports
and other commodities are ex-
cluded from the index.

The indicator of underlying
inflation is calculated by adding
the effects of subsidies to the
consumer price index and re-
moving the effects of indirect
taxes, housing prices and mort-
gage interest payments.

In May 1994, the indicator of
underlying inflation, 1990 = 100,
stood at 111.3, a change of 1.2
per centon May 1993. In March,
the corresponding 12-month
rise was 1.7 per cent. Measured
using 1985 as the base year, the
12-month change in the index
was 1.9 per centin March.

CHANGES IN THE

BALANCE OF PAYMENTS

STATISTICS

Since the beginning of 1994,
the balance of payments data
shown in Table 6.2 in the statisti-
cal section of the Bulletin have
been compiled according to the
IMF's new recommendations
(IMF Balance of Payments Man-
ual, Fifth Edition, 1993). The title
and contents of Table 6.2 have
been revised to comply with the

new classification. The new
name of the table is capital and
financial account (formerly
capital account); revised data
will be available for the period
1980-1993.

All components of the capi-
tal and financial account are
now classified according to
type of investment, ie by func-
tion. There are four different cat-
egories: direct investment, port-
folio investment, other invest-
ment and the central bank's re-
serve assets. For details, see
Notes and Explanations to the
Statistical Section.

The statistics showing Fin-
land's external position have
likewise been revised and are
shown in Tables 6.3 and 6.4,
Finland's intemational invest-
ment position (formerly Fin-
land's foreign liabilities and as-
sets) and Finland's net interna-
tional investment position, by
sector (formerly.Finland's for-
eign liabilities and assets, by
sector), respectively.
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MEASURES CONCERNING MONETARY AND FOREIGN EXCHANGE
POLICY AND THE FINANCIAL MARKETS

1993

MARCH

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

APRIL

Support to the Savings Bank
of Finland. On 27 April, the
Government Guarantee Fund
grants capital support totalling
FIM 1.1 billion to the Savings
Bank of Finland. Of this amount,
FIM 150 million is used to
increase the bank's share
capital and FIM 950 to
purchase the bank's preferred
capital certificates.

MAY

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from

7.5 per cent to 7.0 per cent with
effect from 17 May.

Cash reserve requirement.
The Bank of Finland lowers the
banks' cash reserve requirement
from 5.5 per cent to 4.5 per cent
of the cash reserve base at
end-April.

Maximum interest rate on
transaction accounts. Under
the amendment to the law on
income and wealth taxation, the
maximum annual rate of interest
payable on tax-exempt
transaction accounts is lowered
from 4.5 per cent to 2.5 per cent
with effect from 6 May.
Support to Skopbank. On

24 May, the Government
Guarantee Fund grants capital
support o Skopbank by
purchasing preferred capital
certificates issued by
Skopbank to the total value of
FIM 700 million.

JUNE

Cash reserve requirement.
The Bank of Finland lowers the
banks’ cash reserve requirement
from 4.5 per cent to zero (0) per
cent of the cash reserve base at
end-May and returns the banks'
cash reserve deposits on

1 June 1993.

Termination of till-money
credit facility. The Bank of
Finland decides to terminate its
till-money agreements with the
banks with effect from 30 June,
when the till-money credits
currently extended to the banks
mature.

Market in government
securities. On 15 June, the
Bank of Finland announces
measures designed to promote
the functioning of the market in
government securities by
improving the operating

conditions of primary dealers.
Among other things, the Bank
starts to hold weekly repo
auctions in government and
Bank of Finland securities for the
primary dealers. In addition, the
Bank may, at its discretion, grant
intra-day credit to primary dealers
and special short-term financing
to non-bank primary dealers.

JULY

Introduction of minimum
reserve system. In June, an
amendment to the Regulations
for the Bank of Finland enters
into force providing for a
mandatory minimum reserve
system. On 30 June, the Bank
decides to terminate the existing
cash reserve agreement with the
banks and replace it by the
minimum reserve system.
Deposit banks and branches of
foreign credit institutions are
required to hold 2.0 per cent of
their liquid deposits, 1.5 per cent
of their other deposits and 1.0
per cent of their other domestic
liabilities as non-interest-bearing
minimum reserves at the Bank of
Finland. The system is applied
for the first time to the reserve
base for June and the
corresponding deposits are to
be made by the end of July.
Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
7.0 per cent to 6.5 per cent with
effect from 15 July.

AUGUST

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
6.5 per cent to 6.0 per cent with
effect from 16 August. 25
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Guarantee to the Union
Bank of Finland and
Kansallls-Osake-Pankkl.

On 19 August, the Government
makes a decision in principle to
guarantee the acquisition of new
equity capital by the Union Bank
of Finland (UBF) and
Kansallis-Osake-Pankki (KOP).
The final decision is subject to
approval by Parliament of the
necessary revisions to the
budgetary powers.

The guarantee to be given to
the UBF covers the issue of
preferred capital certificates up
to FIM 1 billion and that to KOP
the issue of preferred capital
certificates and subordinated
debentures up 1o a total of FIM
1.8 billion. In the case of
preferred capital certificates,
the guarantee applies to both
interest and principal and will
remain in force for a maximum
of 10 years.

The state will receive
consideration against the
guarantees, the probable value
of which will cover the probable
amount of expenses incurred by
the state.

Support to the Savings Bank
of Finland. On 19 August,

the Government grants capital
support totalling FIM 1 billion to
the Savings Bank of Finland. Of
this amount, FIM 250 million is
used to increase the bank's
share capital and FIM 750 million
to purchase the bank's preferred
capital certificates. As a resullt,
the state's holding in the Savings
Bank of Finland rises to 99 per
cent.

OCTOBER

Establishment of asset
management companies
becomes possible. The Act
on the Government Guarantee
Fund is amended on 15 October
s0 as to enable the Fund to own
and administer shares in an
asset management company,
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ie a company set up for the
purpose of purchasing and
administering the assets or
liabilities of a bank subject to
support measures taken by the
Fund or the government.

Sale of the Savings Bank of
Finland to other banks. On
22 Qctober, the Government
approves the proposal of the
Government Guarantee Fund for
an arrangement whereby the
Savings Bank of Finland (SBF)
is to be sold to four buyers.
Kansallis-Osake-Pankki,
Postipankki Ltd, Union Bank of
Finland Ltd and the cooperative
banks designated by the Central
Association of the Cooperative
Banks will each buy one-quarter
of the business operations of
the SBF.

NOVEMBER

Establishment of the asset
management company
Arsenal Ltd, On 18 November,
the Government establishes an
asset management company
called Arsenal Ltd to own and
administer the non-performing
assets of the Savings Bank of
Finland (SBF). These assets
were not included in those parts
of the SBF sold to four banking
groups in October.

Support to the security fund
of the cooperative banks. On
18 November, the Government
gives a guarantee for a
maximum amount of FIM 900
million in respect of interest
payments on loans raised by
the security fund of the
cooperative banks. If, on the
basis of this guarantee, the
Government has to pay interest
on loans raised by the fund, the
latter will start repaying interest
in 1997.

DECEMBER

Base rate.The Parliamentary
Supervisory Board lowers the

Bank of Finland's base rate from
6.0 per cent to 5.5 per cent with
effect from 1 December.
Collateral requirements for
banks' intra-day and liquid-
ity credit. The Bank of Finland
specifies the collateral
requirements for banks' liquidity
credit and intra-day credit with
effect from 1 December. The
intra-day overdraft limits
introduced on banks' current
accounts on 1 March 1993
become permanent and
liquidity credit must always be
fully collateralized. Banks which
fulfil the criteria for access to
central bank liquidity credit are
required to deposit collateral
equivalent to 25 per cent of their
overdraft limits whereas other
banks are required to deposit
collateral for the full amount of
their limits.

Support to Skopbank. On 22
December, the Government
grants capital support to
Skopbank by purchasing
preferred capital certificates
issued by Skopbank to the total
value of FIM 350 million.

1994

JANUARY

Commencement of trade in
bond forwards. In accord-
ance with an agreement
conciuded between the Bank
of Finland and the primary
dealers, the latter begin trading
in markka-denominated bond
forward contracts on

24 January.

FEBRUARY

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland'’s base rate from
5.5 per centto 5.25 per cent
with effect from 1 February.






FINLAND IN BRIEF

LAND, CLIMATE AND

POPULATION

Finland covers an area of more
than 338 000 square kilometres. The
total area is slowly increasing because
of the steady uplift of the land since
the last glacial era. The country shares
frontiers with Sweden in the west, Nor-
way in the north and Russia in the east
and has a coastline bordered by the
Baltic Sea in the south and west. Agri-
cultural land accounts for 8 % of the
total area, forest and other wooded
land for 69 % and inland waters for
10 %. Located between latitudes 60°
and 70° north, Finland has warm sum-
mers and cold winters. Helsinki on the
south coast has an average maximum
temperature of 22°C (72°F) in July and
—4°C(25°F) in February.

Finland has a population of
5080100 (31December1993) and an
average population density of 16.6 per
square kilometre. The largest towns are
Helsinki (Helsingfors), the capital, with
509500 inhabitants, Espoo (Esbo)
182500, Tampere (Tammerfors) 176 600,
Vantaa (Vanda) 161 400 and Turku
(Abo)160500.

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

FORM OF
GOVERNMENT

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

The legislative power of the coun-
try is exercised by Parliament and the
President of the Republic. The su-
preme executive power is vested in the
President, who is elected for a period
of six years. The President for the cur-
rent term, 1 March 1994 to 1 March
2000, is Mr Martti Ahtisaari.

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

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

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

Of the 16 ministerial posts in the
present Government appointed in April
1991, 8 are held by the Centre Party, 6
by the National Coalition Party and
2 by the Swedish People's Party. The
Prime Minister is Mr Esko Aho of the
Centre Party.

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

INTERNATIONAL

RELATIONS

Finland became a member of the
BIS in 1930, the IMF in 1948, the IBRD
in 1948, GATT in 1950, the UN in 1955,
the Nordic Council in 1955, the IFC in
1956, IDA in 1960, EFTA in 1961, the
ADBiin 1966, the OECD in 1969, the IDB
in 1977, the AfDB in 1982, the MIGA in
1988, the Council of Europe in 1989
and the EBRD in 1991.

Having abolished most quantita-
tive restrictions on foreign trade in
1957, Finland first took part in Euro-
pean free trade arrangements under
the auspices of EFTA in 1961. Imports
fromthe USSR were also progressively
freed from customs duties. Finland's
free trade agreement with the EEC
entered into force in 1974 and agree-
ments for the removal of trade barriers
were concluded with several eastern
European countries as well. The
agreement on the European Economic
Area (EEA) between the member
countries of EFTA and the European
Community was signed in spring 1992
and came into effect at the beginning
of 1994. In spring 1992, Finland sub-
mitted her application for membership
of the European Community, and the
negotiations were concluded in spring
1994. The agreement on membership,
due to become effective at the begin-
ning of 1995, is stifl subject to a consul-
tative national referendum and ratifica-
tion by Parliament. Citizens of the five
Nordic countries, Denmark, Finland,
Iceland, Norway and Sweden, have en-
joyed acommon labour market, a pass-
port union and reciprocal social securi-
ty benefits since the mid-1950s.

Finland's development coopera-
tion programmes channel assistance
via international organizations and,
bilaterally, to a number of African,
Asian and Latin American countries.

THE ECONOMY

Output and employment. Of the
gross domestic product of FIM 418 bil-
lion in basic values in 1993, 3 % was
generated in agriculture and fishing,
2% in forestry, 26.5 % in industry,

4.5 % in construction, 11 % in trade,
restaurants and hotels, 8.5 % in trans-
port and communications, 4 % in fi-
nance and insurance, 20.5 % in other
private services and 20 % by produc-

-ers of government services. Of total

employment of 2.0 million persons in
1993, 8 % were engaged in primary
production, 27 % in industry and con-
struction and 65 % in services.

In 1993, expenditure on the gross
domestic productin purchasers' values
amounted to FIM 479 billion and was
distributed as follows: net exports
55 % (exports 33.3 %, imports
—27.8 %), gross fixed capital formation
15 %, private consumption 56.5 % and
government consumption 23.5 %. Fin-
land's tax ratio (gross taxes including
compulsory employment pension con-
tributions relative to GDP) was 47 per
cent, which is somewhat below the
average for the Nordic countries.

Average annual (compounded)
growth of real GDP was 4.7 % In the
period 195059, 5.0 % in 1960-69,
3.7 %in 1970-79, 3.7 % in 1980-89 and
3.6 % in 1950-93. Finland's GDP per
capitain 1993 was USD 16 500.

Foreign trade. OECD countries
absorb the bulk of Finnish merchan-
dise exports. In 1989-93, their share
was, on average, 78.5 per cent, of
which the share of EC countries was
48.4 percentage points and that of
EFTA countries 19.5 percentage points.
Over the same period, Finland's
exports to East European countries
(including the Soviet Union) accounted
for 12.6 per cent and the rest of the
world for 10.7 per cent. The regional
distribution of Finland's merchandise
imports has been quite similar to that
ofexports.

In 1993, the share of forestindustry
products in total merchandise exports
was 36 %, the share of metal and engi-
neering products 45 % and the share
of other goods 19 %. Raw materials
and intermediate goods (inct. crude oil)
accounted for 53% of merchandise
imports, fuels for 5 %, investment
goods for 15 % and consumption
goods for 20 %.

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

The annual growth increment
totals 79 million cubic metres and the
total drain calculated on the basis of
commercial felings was 38 million
cubic metres in 1993.

Energy. In 1992, gross consump-
tion of primary energy amounted to 30
Mtoe, of which industry accounted for
45 %, heating for 22 %, transportation



for 14 % and other purposes for 19 %.
The sources of primary energy in 1992
were as follows: oil 29 %, coal 9 %,
nuclear power 15 %, hydro-electric
power, peat and other indigenous
sources 31 %, others 16 %. Compared
internationally (1990), Finland's con-
sumption of 5.8 toe (OECD definition)
per capita was 1.8 times higher than
the average in European OECD coun-
tries. The self-sufficiency rate (includ-
ing nuclear power) in Finland was
39 %, as compared with 60 % in west-
ern Europe on average.

FINANCE AND BANKING

Currency. Finland has had its own
monetary system since 1865. The cur-
rency unit is the markka (plural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennid (singular: penni). From
1 November 1977 to 7 June 1991 the
external value of the markka was offi-
cially expressed in terms of a trade-
weighted currency index, which was
permitted to fluctuate within a pre-
scribed range (from 30 November 1988
the range was 6 percentage points).
From 7 June 1991 to 7 September 1992,
the markka was pegged to the Euro-
pean Currency Unit, the ECU. The fluc-
tuation margins and the midpoint were
set so as to correspond to the fluctua-
tion margins and midpoint of the old
currency index. The midpoint was first
4.87580 (FIM/ECU). Owing to the
devaluation of the markka on 15
November 1991, the midpoint was
increased to 5.55841 and the fluctua-
tion limits to 5.39166 and 56.72516. On
8 September 1992, the Bank of Finland
decided to temporarily abandon the
limits of the fluctuation range and allow

the markka to float. On 13 November
1992, the Government, on the basis of
the amended Currency Act, authorized
the Bank of Finland to float the markka
for an indefinite period.

The Central Bank. The Bank of
Finland (Suomen Pankki — Finlands
Bank), founded in 1811, operates under
the supervision of the Parliamentary
Supervisory Board, the nine members of
which are entrusted with overall supervi-
sion 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 expressly
entrusted to the Parliamentary Super-
visory Board, including the terms of
banks' central bank finance and open
market operations in the money and for-
eign 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 li-
aises closely with the Government, so
as to coordinate economic policy. The
Bank of Finland has a head office in
Helsinki and 4 branch offices in other
towns.

Otherbanks (31 December1993).
Finland has three major groups of
deposit banks with a total of about 2640
offices. There are three big commercial
banks with national branch networks
and ten smaller ones, one of which is
foreign-owned. The commercial banks
have a total of 32 foreign branches, sub-
sidiaries and associate banks and 31
representative offices abroad. There are
40 savings banks and 304 cooperative
banks with their own extensive branch

“lending

networks. In addition, foreign banks
have three branches and eight repre-
sentative offices in Finland.

Financial market. Of the total
stock of FIM 716 billion in outstanding
domestic credit at the end of 1993,
54 % was provided by deposit banks
21 % by insurance companies, 5 % by
other private credit institutions, 8 % by
public financial institutions and 11 %
by the state, local authorities and so-
cial security funds. There are no quan-
titative restrictions or interest rate limita-
tions on lending. Regulation of bank
rates was progressively
relaxed earlier in the 1980s and finally
abolished in 1986.

In the money market, 80 % of the
instruments, which totalled approxi-
mately FIM 189 billion at end-1993,
were-negotiable instruments such as
bank certificates of deposit, commer-
cial paper, Treasury notes and local
authority paper. Funds raised through
bank trust departments and non-nego-
tiable bank debt instruments make up
the bulk of non-negotiable instruments.
In its open market operations, the Bank
of Finland deals in bank certificates of

| deposit and also issues its own certifi-

cates of deposit.

There are 58 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 136
billion (at end-1993). Domestic bonds
and debentures in circulation at end-
1993 totalled FIM 190 billion; govern-
ment bonds made up 39 % of the total.
Turnover on the Stock Exchange in
1993 amounted to FIM 106 billion; the
share of shares and subscription rights
in the total was approximately 44 %.
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1. THE BALANCE SHEET OF THE BANK OF FINLAND
1.1 THE BALANCE SHEET OF THE BANK OF FINLAND,

MILL. FIM
1993 1994
31 Dec. SJuly 15 July 22 July 29 July

ASSETS
Gold and forelgn currency claims 33472 52 161 51423 51510 55634
Gold 2180 2180 2180 2180 2180
Special drawing rights 664 651 641 646 645
IMF reserve tranche 1747 1516 1493 1482 1480
Convertible currencies 28 882 47 813 47 108 47 201 51329
Other foreign daims 5058 5093 5093 5114 5114
Markka subscription to Finland's IMF quota 5058 5093 5093 5114 5114
Term credit - - - - -
Claims on finandal institutions 8677 3545 3599 3836 3614
Liquidity credits 1 - - - -
Certificates of deposit 1844 1673 1633 1534 1424
Securities with repurchase commitments 5493 721 840 1176 1064
Term credits - - - - -
Bonds 1101 913 888 888 888
Other claims on financial institutions 238 238 238 238 238
Claims on the public socior 1788 1820 1820 1820 1823
Treasury bills - - - - -
Loans to the Government Guarantee Fund - - - - -
Total coinage 1788 1820 1820 1820 1823
Claims on corporaiions 3303 3215 3213 3213 3210
Financing of domestic deliveries (KTR) 496 391 390 390 386
Other claims on corporations 2807 2824 2824 2824 2824
Otheor Assets 6826 4886 4 885 4 885 4 889
Loans for stabilizing the money market 5752 4732 4732 4732 4732
Accrued items 907 - - - -
Other assets 166 154 153 153 157
Caphialized expenditures and losses due fo
sufeguarding the stability of the money
market 1400 1400 1400 1400 1400

Total 60524 72119 71434 71778 75 683
LIABILITIES
Foreign currency liabilities 193 105 95 155 185
Convertible currencies 193 105 95 155 185
Other foreign liabilities 6189 6180 6163 6192 6190
IMF markka accounts 5058 5093 5093 5114 5114
Allocations of special drawing rights 1131 1087 1071 1079 1076
Other foreign liabilities - - - - -
Nofes and coin in drcvlation 14 994 14 330 14 204 14165 14176
Notes 13 442 12744 12616 12 569 12576
Coin 1552 1586 1588 1596 1599
Certificotes of deposh 14 837 31975 28032 31470 35985
Liabilities fo financlal institulions 8201 7012 10874 7103 7263
Call money deposits 1803 565 4 427 657 796
Term deposits - - - - -
Minimum reserve deposits 6398 6446 6 446 6446 6 467
Other liabilities to financial institutions - 0 0 - -
Liabilities to the public sector 784 317 366 393 84
Cheque accounts 8 2 2 1 1
Deposits of the Government Guarantee Fund 776 315 364 392 83
Other liabilities to the public sector - - - -~ -
Liahilities fo corporations 2087 1749 1747 1746 1743
Deposits for investment and ship purchase 2087 1749 1747 1746 1743
Other liabilities 627 103 94 94 95
Accrued items 536 - - - -
Other liabilities 92 103 94 94 95
Valuation account and reserves 6847 4585 4094 4696 4198
Capital accounts 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
Profit/loss for the accounting year - - - - -

Total 60524 72119 71434 71778 75 683
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
Endof Foreign seclor Publicsector
i Gold Special IMF Comvert- Foreigm Other Net Clalms  Liabil- Net
drawing resorve e exchunge claims, clains Itles clalms
rights tranche eurren~ reserves net {53+6) (8-9)
cles (1+2+3+4)
1 2 3 4 3 6 7 8 9 10
1989 2179 966 950 18 822 22917 - 166 22752 1137 5325 -4188
1990 2180 791 783 33478 37232 -1273 35960 1314 1321 -7
1991 2180 932 1136 29 381 33 629 — 424 33204 1375 3 1372
1992 2180 564 1732 25041 29517 -2998 26 519 2446 90 2 356
1993 2180 664 1747 28 882 33473 -1324 32148 1788 784 1004
1993
July 2180 661 1899 30342 35082 — 866 34217 1396 150 1246
Avg. 2180 680 1927 27014 31 801 - 887 30914 1412 149 1263
Sept. 2180 675 1869 22 359 27 083 - 929 26 154 1444 149 1295
Oct. 2180 668 1850 24766 29 464 - 907 28 558 1652 149 1503
Now. 2180 678 1854 26 375 31087 - 905 30182 1801 649 1152
Dec. 2180 664 1747 28 882 33473 -1324 32148 1788 784 1004
1994
Jan. 2180 645 1697 36 652 41174 1347 39827 1739 904 835
Feb. 2180 657 1676 42 067 46580 -1298 45282 1768 300 1468
March 2180 661 1688 38117 42 646 -1257 41 389 1793 251 1542
April 2180 650 1597 37197 41623 -1229 40394 1828 39 1789
May 2180 654 1591 43 303 47728 - 1207 46 521 1827 61 1766
June 2180 650 1514 48 364 52708 -1176 51532 1819 526 1293
July 2180 645 1480 51 329 55634 - 1261 54 373 1823 84 1739
l"ﬁ:" Domesticfimanclal sector Corporute secior
pe Torm Liguidity Minimom Othor Net Claims Spocial Net Notes Owt-
clulms on .,ulllon reserve claimson clains In the d is claims and standing
ol e gl oo A oL - v B~ ol U - L g T ]
net blm“ tHoms, net financing lution of Finland
11 12 13 14 15 16 17 18 19 20
1989 33230 -531 -25506 5558 12751 2000 -10604 -8604 13129 -
1990 9411 -418 -17401 5744 —- 2665 1477 -9724 —-8247 14555 -
1991 11882 -2206 -10361 5531 4846 1086 -6854 -5768 14528 8 880
1992 3738 -550 -13165 4572 - 5405 747 —-2651 -1904 14508 4 880
1993 7337 -1802 -6398 1339 476 496 720 1216 14994 14837
1993
July 4763 75 - 6262 1488 64 592 475 1067 13553 18956
Aug. 6953 408 -6310° 1459 2509 575 524 1099 13297 18259
Sept. 6474 1764 -6338 1470 3369 555 597 1152 13317 13615
Oct. 6759 - 386 -6320 1429 1481 535 614 1149 13653 14480
Nowv. 69517 —-1373 -6476 1 405 507 517 642 1159 15836 12259
Dec. 7337 -1802 - 6398 1339 476 496 720 1216 14994 14837
1994
Jan. 4198 - 889 -6393 1283 - 1801 482 860 1342 14084 22440
Feb. 1802 - 426 - 6346 1250 -3720 466 950 1416 13855 26290
March 3842 -1083 -6276 1241 —-2276 449 1003 1452 14194 23435
April 2093 — 483 -6411 1220 - 3581 431 1014 1445 13927 21695
May 3208 — 485 - 6360 1197 —244] 413 1034 1447 14164 28412
June 2 684 - 536 - 6446 1162 -3137 397 1066 1463 14355 32108
July 2 488 -796 — 6467 1126 - 3649 386 1081 1467 14176 35985
' Call money claims on deposit banks, net, unfil 2 July 1992.
2 Cash reserve deposits prior to 1 July 1993. S3

Bulletin 8 » 94



s
2. THEBANKOF FINLAND'S OPERATIONS IN THE MONEY AND
FOREIGN EXCHANGE MARKETS AND THE BANKS' FORWARD

EXCHANGE POSITION
2.1 BANKS' LIQUIDITY POSITION 2.2 THE BANK OF FINLAND'S MINIMUM
AT THE BANK OF FINLAND, RESERVE SYSTEM?
MILL. FIM
Average of Call Liguidity  Liguidity End Reserve requirement Cash Deoposiis,
daily money credis’ position, of Oon On On reserve  mlil. FIM
ohservations depesits mot' period llawie d::ohll:l. doen require- *
(1-2) % % caphtal, % ment, % Total
1 2 3 1 2 3 4 5
1989 416 369 47 1989 . . . 9.1 25506
1990 806 132 674 1990 . . . 7.0 17 401
1991 881 985 - 103 1991 . . . 4.0 10 361
1992 2103 437 1666 1992 . . . 5.0 13165
1993 831 425 407 1993 2.0 1.5 1.0 . 6398
1993 1993
July 981 518 462 July 2.0 1.5 1.0 6262
Avg. 581 311 270 Aug. 2.0 1.5 1.0 6310
Sept. 482 480 2 Sept. 2.0 1.5 1.0 6338
Oct. 605 759 - 154 Oct. 2.0 1.5 1.0 6320
Nov. 714 336 378 Now. 2.0 1.5 1.0 6476
Dec. 955 103 852 Deec. 2.0 1.5 1.0 6 398
1994 1994
Jan. 933 105 828 Jan. 2.0 1.5 1.0 6393
Fob. 767 0 767 Fehb. 2.0 1.5 1.0 6 346
March 715 0 715 March 2.0 1.5 1.0 6276
April 1275 0 1275 April 20 1.5 1.0 6411
May 891 16 875 May 2.0 1.5 1.0 6 360
June 1821 0 1821 Jume 2.0 1.5 1.0 6 446
July 1014 0 1014 July 2.0 1. 1.0 6 467
'Call money credits and call money position until 2 July 1992. *Cash reserve system prior fo 1 July 1993
2.3 THE BANK OF FINLAND’S MONEY MARKET TRANSACTIONS, MmiLL. Fim
During Purchases Sales Motured Money market
poriod of momey of money money fransactions, net
market market market (1-2-3)
Instruments instroments Instruments,
nel
1 2 3 4
1989 131110 3855 99 245 28010
1990 163 326 26 379 160797 —-23850
1991 109 568 30380 81 969 -2781
1992 76 230 137 940 -60417 -1293
1993 86 521 146 899 - 50486 - 9892
1993
July 7070 12260 - 18300 13110
Avg. 7 240 14 950 - 10660 2950
Sept. 7 920 7720 - 6920 7120
Oct. 10110 11970 1180 -3040
Now. 8310 9200 -2090 1200
Dec. 9250 9 690 1250 - 1690
1994
Jan. 5720 17 000 -3130 -8150
Feb. 3940 19 430 -10230 -5260
March 5770 22180 - 21 540 5130
April 4080 17 730 -13435 -215
May 2000 27 940 -20790 -5150
June 2870 32 690 - 24980 — 4840
S4  July 2000 34770 -29180 - 3590
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2.4 THE BANK OF FINLAND'S TRANSACTIONS IN CONVERTIBLE CURRENCIES, MmiLL. Fi

Inforvention in the foreign exchange market Spot Central
fransactions govermment’s

Durin, ot Forward exchunge volated foreign

porlo’ pur'c‘-u. sales Intorvention= to forward oxcha

chunge In ferward conivacts, tra ons,

exchange position net net

1 2 3 4 5
1991 35120 - 69940 -14820 12 820 12260
1992 20050 — 70640 - 1650 390 45 060
1993 25120 - 45080 7 460 -6910 33240

1993
June 6040 -1010 1220 - 1600 - 1690
July 960 - 8360 - 4800 4520 - 820
Avg. 510 -3580 960 - 810 - 420
Sept. . - -1170 2050 - 1950 -1770
Ocl. 2790 -100 1540 -1510 2980
Nov. 2270 -70 - 40 - -1170
Dec. 3720 - 370 - 340 1430
1994

Jan. 12 550 - 2720 - 2680 - 1490
Feb. 1310 -750 -270 280 4670
March - -2200 - - - 1800
April - - 330 -330 - 700
May - -920 110 - 110 6810
June - -1350 - - 6 360

2.5 FORWARD EXCHANGE CONTRACTS, MILL Fim

Stock Finnish banks’ forward coniracis Non-residents' forward
alend with Fianish
of With Finnish customers With foreign customers With the Yotal customers
poriod {exc. Finnish banks) :r;:lo‘l {excl. Finnish banks)

puriescs uteaty ' pormsas steste " perkesstrem T povinte Smieere M

from Flnnish from forelgm the Bank of from Finnish
Finmish customers foreign customers Fiunish customors
customers (1=2) customers {4-8) {3+6+7) customers {9-10)
1 2 3 4 35 6 7 8 9 10 11

1989 10531 3563 6967 44885 36854 8031 205 15204 - . .
1990 114609 4979 6631 21179 11079 10100 -6098 10633 237 55 183
1991 33004 36352 -3348 40056 37505 2550 8953 8155 1404 645 759
1992 39195 32939 6256 21142 32339 -11197 7133 2192 1614 1929 -315
1993 38373 23721 14652 14346 21895 -7548 1939 9043 11632 2173 9459
1993
June 36401 26908 9493 16072 21858 -5785 2204 5912 5237 1275 3962
July 34287 26687 7600 15428 29360 -13932 6718 386 6882 854 6029
Avg. 32677 26607 6070 15791 26631 -10840 5912 1142 7013 1063 5950
Sept. 34391 29105 5287 14931 25519 -10588 4221 -1080 7072 1625 5447
Ock. 36251 31071 5179 14928 25313 -10384 2293 -2912 9942 2313 7629
Neowv. 36988 26544 10444 14010 26027 -12018 2527 953 8755 1840 6915
Dee. 38373 23721 14652 14346 21895 -7548 1939 9043 11632 2173 9459
1994
Jan. 43162 19298 23864 13803 23618 -9815 439 14488 13494 2622 10872
Feb. 41288 16030 25258 17043 23240 -6197 489 19550 14542 2903 11639
March 42814 16519 26295 18003 24476 -6473 489 20311 14280 2599 114682
April 40494 15128 25366 15807 22872 -7065 135 18436 16236 4104 12133
May 40529 13887 26643 17151 25046 -7894 0 18749 15321 3859 11462
June 41191 15124 26067 18939 25421 - 6481 0 19586 15155 4417 10739 S5
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3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED

BY THE BANK OF FINLAND, per CENT

Average of Interbank Bank of Finland
S e wnmon -
1 3 6 12 Liquidity Call Base
month months months months crodit mon rate
rate’ d {
rale
1 2 3 4 5 6 7 8
1989 10.21 12.32 12.53 12.61 12.72 13.40 4.00 7.67
1990 10.57 13.63 13.99 14.16 14.39 15.00 4.00 8.50
1991 14.89 13.64 13.07 12.69 12.53 15.48 4.00 8.50
1992 13.32 13.49 13.27 13.08 12.96 14.90 7.41 9.17
1993 7.71 7.85 7.73 7.59 7.47 8.95 4.95 6.85
1993
Joly 7.45 7.31 7.27 7.22 7.12 8.31 4,31 6.73
Avg. 6.18 6.70 6.65 6.56 6.52 7.74 3.74 6.24
Sept. 6.35 6.81 6.68 6.49 6.29 7.76 3.76 6.00
Oct. 6.97 7.13 6.87 6.60 6.29 8.08 4.08 6.00
Nov. 6.76 6.95 6.58 6.23 5.93 7.97 3.97 6.00
Dec. 6.22 6.16 5.90 5.68 5.52 8.21 4.21 5.50
1994
Jan, 5.63 5.38 5.19 5.05 5.01 7.44 3.44 5.50
Feh. 4.52 4.82 4.82 4.88 5.05 6.84 2.84 5.25
March 4,39 4.82 4.80 4.88 512 6.76 2.76 5.25
April 4.31 5.01 513 5.43 5.75 6.99 2.99 5.25
4.29 4,97 514 5.46 5.78 6.97 2.97 5.25
June 3.93 5.20 5.61 6.24 6.86 7.18 3.18 5.25
July 4.61 5.17 5.46 6.13 6.91 7.7 3.17 5.25
! Call money credit rate until 2 July 1992.
3.2 THE BANK OF FINLAND’S 3.3 WEIGHTED EURORATES
LIQUIDITY FACILITY AND COMMERCIAL
ECU INTEREST RATE, per cenT
The Bunk I.I1-Id- I.I1-Id- Call Average ECU 3 Commerclal
of ".II money dd-l"y currondies ECU
Finlund'’s e i depos- b
tender Inter- matur- [ vations 3 months
rate, % ost rate ity, Infor-
margin, days ost 1 2 3
%-peinis rate
m-v1ln,
e 1999 LA R ¥
! 2 3 4  19m 1011 8.5 9.9
1992' 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 6.0 8.1
1993 1993 1993
July 7.31 July +1.00 7 -3.00 July 7.7 59 7.8
Avg. 6.74 Avug. +1.00 7 -3.00 Avug. 7.5 55 7.7
le‘ri. 6.76 %.‘rl. +1.00 7 - 3.00 Sept. 7.4 55 7.7
Oct. 7.08 5 +1.00 7 -3.00 Oet. 7.2 5.6 7.5
Nowv. 6.97 Nov. +1.00 7 -3.00 Now. 6.8 5.4 7.0
Dec. 6.21 Dec. +2.00 7 -2.00 Dee. 6.5 5.2 6.5
1994 1994 1994
Jan. 544 Jan. +2.00 7 -2.00 Jan. 6.3 5.1 6.4
Feb. 4.84 Feb. +2.00 7 -2.00 Fehb. 6.3 5.1 6.4
March 4.76 March +2.00 7 -2.00 March 6.2 52 6.3
ril 4.99 ril +2.00 7 -2.00 ril 6.0 5.1 6.2
4.97 +2.00 7 -2.00 5.7 5.0 59
June 5.18 June +2.00 7 -2.00 Junme 5.6 4.9 6.0
July 5.17 July +2.00 7 -2.00 July 5.6 5.0 6.0
01.07.1994 5.15
04.07.1994 5.17
05.07.1994 5.15
11.07.1994 5.17
13.07.1994 5.19
14.07.1994 5.20
20.07.1994 5.15
26.07.1994 5.16
27.07.1994 5.20
S6 ' July — December
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3.4 RATES OF INTEREST APPLIED BY BANKS, per CENT

'A.v:u-o Lending Markka deposits und other markka funding
L Now credits ondies Ofwhich menth month  tume rateof  rateel  ratoof
Chegque llllsol Loams New Com= fax- fox- oxem|
accownt Iondln., mer- mmg:. ml:a:- dopom-, onother onmarkka
--llpul- eh-ngo total clal depeslis’ dep: ' mex, dopull- fonding funding
algl banks . rote of
credits inferest’
1 2 3 4 5 6 r 4 8 9 10 11 12
1989 1297 13.47 11.58 12.07 10.56 10.40 7.50 4.50 567 11.92 7.37
1990 1324 15462 13.33 13.85 11.84 11.61 7.50 4.50 6.43 13.55 8.41
1991 1363 1588 13.40 13.84 12.08 11.80 7.50 . 4.50 7.10 1322 8.97
1992 1404 1586 13.32 13.75 1246 12.13 7.50 8.50 4.50 7.41 12.84 9.14
1993 969 1355 940 9.75 10.20 9.92 3.50 4.50 2.00 4,78 8.86 6.15
1993
June 559 13.88 951 944 1035 10.06 5.00 6.00 2.50 4.75 9.08 6.18
July 1045 13.04 899 9.47 10.01 9.73 4.50 5.50 2.50 4.50 8.64 5.88
Avwg. 1067 1320 879 925 9.58 9.26 4.00 5.00 2.50 410 8.09 5.44
Sept. 7.66 1297 839 8.48 9.38 9.09 4.00 5.00 2.50 3.96 7.88 5.31
Oct. 992 1239 8466 904 9.28 8.97 4.00 5.00 2.50 3.89 7.77 5.24
Nov. 9.51 1277 829 8.64 9.21 8.90 4.00 5.00 2.00 3.71 7.44 5.04
Deec. 8.83 1155 732 762 885 8.48 3.50 4.50 2.00 3.33 6.94 4.55
1994
Jan, 8.09 1125 735 762 858 8.22 3.50 4.50 2.00 3.1 6.41 4.19
Feb. 825 1192 7.4 746 834 7.97 3.25 4,25 2.00 2.93 5.95 3.92
Marech 499 1173 673 678 8.7 7.79 3.25 4,25 200" 2.88 5.77 3.85
April 729 11468 687 7.10 8.11 7.90 3.25 4.25 2.00 2.88 5.79 3.85
May 7.62 1166 7.18 7.43 8.08 7.87 3.25 4.25 2.00 2.88 5.67 3.86
June 7.19 1170 7.25 7.44 8.09 7.88 3.25 4.25 2.00 2.89 5.77 3.92
'End of period.
3.5 YIELDS ON BONDS AND SHARES, per CENT
Period Bonds Shares
M?nI::‘qu Taxable ' 'I'u:lbll: 'I'hxlrloo Share
the Barak of Fimfand  eonds Fesves Foeve vield
3 5 5 10
yours years years years
1 2 3 4 5 6 7
1989 12.2 12.0 12.1 11.9 8.1 2.7
1990 13.7 13.5 13.2 13.3 9.2 4.0
1991 12.3 12.2 1.7 . 12.6 10.0 3.9
1992 13.1 13.0 12.0 11.5' 13.8 9.9 3.1
1993 8.5 8.9 8.2 8.8 10.3 6.6 1.8
1993
June 8.8 9.2 8.4 9.1 9.3 6.7 1.8
July 8.2 8.7 8.0 8.6 111 6.3 1.7
Avg. 7.4 7.9 7.2 7.9 9.2 5.9 1.6
Sept. 7.2 7.8 7.3 8.0 8.3 5.8 1.6
Oct. 7.1 7.6 6.9 - 7.7 9.8 55 1.5
Nov. 6.8 7.2 6.5 7.4 9.0 5.3 1.5
Dec. 6.5 7.0 6.2 7.0 9.2 4.9 1.4
1994
Jan. 6.1 6.6 5.8 6.5 7.8 4.7 1.1
Feb. 6.1 6.6 59 6.6 7.8 4.8 1.1
March 6.6 7.5 6.7 7.5 7.7 4.8 1.2
April 7.7 8.6 7.6 8.3 7.2 4.8 1.4
May 7.9 8.9 7.9 8.5 7.4 4.8 1.4
June 9.1 10.0 9.0 9.5 8.6 4.6 1.5

' November and December only.
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4. RATES OF EXCHANGE
4.1 MIDDLE RATES, rim

Average New Montreal London Dublin Stockhelm Oslo Copon- Frankfert Amster- Brussels Zwrich Parls

of daily York hagen am dam
m;nl 1UsSD 1 CAD 168P 1IEP 1SEK 1NOK 1 IDKK 1DEM 1NLG T BEF 1 CHF 1FRF
1 2 3 4 5 [ 7 8 9 10 11 12

1989 42897 3.624 7.032 6.082 0.6654 0.6213 0.5869 2.2818 2.0226 0.1089 2.6243 0.6725
1990 3.8233 3.277 6.808 6.325 0.6459 0.6110 0.6181 2.3664 2.1002 0.1145 2.7576 0.7024
1991 4.0457 3.533 7.131 6.511 0.6684 0.6236 0.6322 2.4380 2.1634 0.1184 2.8208 0.7169
1992 4.4835 3.706 7.875 7.636 0.7714 0.7222 0.7444 2.8769 2.5552 0.1397 3.2000 0.8486
1993 57189 4.434 8582 8.371 0.7350 0.8059 0.8822 3.4584 3.0787 0.1655 3.8706 1.0096

1993

July 5.7775 4.506 8.638 8.150 0.7262 0.7906 0.8698 3.3682 2.9954 0.1631 3.8123 0.9897
Avug. 58307 4.462 8699 8.110 0.7237 0.7915 0.8429 3.4363 3.0540 0.1618 3.8905 0.9818
Sept. 5.7832 4.379 8.813 8.295 0.7219 0.8168 0.8707 3.5637 3.1734 0.1660 4.0737 1.0188
Oct. 5.7495 4.335 8.647 8.250 0.7172 0.8030 0.8682 3.5126 3.1255 0.1614 3.9946 1.0012
Now. 58053 4.411 8.598 8.147 0.7026 0.7856 0.8578 3.4148 3.0428 0.1602 3.8777 0.9825
Dec. 5.7548 4.320 8.578 8.159 0.6887 0.7753 0.8585 3.3645 3.0038 0.1611 3.9282 0.9840

1994

Jan. 5.6920 4.324 8.496 8.138 0.7001 0.7580 0.8407 3.2662 2.9173 0.1571 3.8683 0.9612
Feb. 5.5838 4.165 8.257 7.930 0.6992 0.7451 0.8245 3.2147 2.8669 0.1560 3.8297 0.9462
March 55326 4.057 8.248 7.932 0.6992 0.7530 0.8343 3.2688 2.9089 0.1586 3.8681 0.9591
Aprll 54911 3.974 8.139 7.885 0.6965 0.7455 0.8246 3.2336 2.8795 0.1571 3.8174 0.9438
May 54072 3.918 8.134 7.956 0.7008 0.7529 0.8335 3.2629 2.9075 0.1585 3.8275 0.9531
Jume 54276 3.925 8.267 8.102 0.6945 0.7660 0.8486 3.3262 2.9676 0.1615 3.9399 0.9737
July 52014 3.762 8.036 7.939 0.6695 0.7573 0.8430 3.3120 2.9526 0.1607 3.9249 0.9666

Average Rome Vienna Lishon Reykiavik Modeid Athons Tallinm Tokyo Mel- ECU $SDR

of daily bourne c.n.:lor-

:Il..nl 1ML 1AYS 1PTE 118K 108P 10RD 1EEK 1JPY 1AUD 'I‘XIU 1XDR
13 14 15 16 17 18 19 20 21 22 23

1989 0.00313 0.3242 0.0273 0.0758 0.0362 . . 0.03116 3.398 4.719 5.49536

1990 0.00319 0.3363 0.0268 0.0656 0.0375 . . 0.02647 2988 4.864 5.18322

1991 0.00326 0.3464 0.0280 0.0684 0.0389 0.022 0.03008 3.152 5.003 5.52733

1992 000364 0.4088 00332 00778 00438 0.024 0.4060 0.03546 3289 5798 6.31546
1993 0.00364 0.4916 0.0356 0.0846 0.0451 0.025 0.4323 0.05168 3.885 6.685 7.98758

1993

July 0.00365 0.4786 0.0345 0.0806 0.0430 0.025 0.4210 0.05365 3.913 6.564 8.03185
Avug. 0.00363 0.4884 0.0336 0.0813 0.0420 0.025 0.4295 0.05621 3.957 6.555 8.17177
Sepl. 0.00369 0.5064 0.0348 0.0833 0.0442 0.025 0.4455 0.05485 3.772 6.771 8.20308
Oct. 0.00359 0.4994 0.0340 0.0823 0.0435 0.024 0.4391 0.05378 3.797 6.671 8.09230
Now. 0.00348 0.4856 0.0334 0.0811 0.0423 0.024 0.4268 0.05383 3.861 6.550 8.06368
Dec. 0.00341 0.4785 0.0330 0.0800 0.0410 0.023 0.4206 0.05237 3.874 6.494 7.96460

1994

Jam. 0.00335 0.4647 0.0323 0.0779 0.0398 0.023 0.4083 0.05109 3.962 6.339 7.81835
Feb. 0.00331 0.4573 0.0318 0.0764 0.0395 0.022 0.4018 0.05251 4.000 6.236 7.74733
March 0.00332 0.4647 0.0318 0.0767 0.0398 0.022 0.4086 0.05264 3.937 6.309 7.75651
April 0.00338 0.4597 0.0317 0.0761 0.0398 0.022 0.4042 0.05310 3.934 6.251 7.71250
May 000339 0.4639 0.0316 0.0762 0.0396 0.022 0.4079 0.05215 3916 6.288 7.65245
Jume 0.00340 0.4729 0.0321 0.0772 0.0404 0.0221 0.4158 0.05281 3.981 6.398 7.74158
July 0.00332 0.4708 0.0322 0.0759 0.0401 0.0219 0.4140 0.05276 3.821 6.329 7.57829

S8
Bulletin 8 * 94



4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

Average Markka valee of the ECU Currency indices, 1982=100
of daily FIM/ECU Trado-welghied Paymenis MERM
ohserva- currency index currency index
tions Index

1 2 3 4
1989 4.73670 98.4 99.1 102.8
1990 4.85697 97.3 96.8 97:3
1991 5.00580 101.4 101.4 102.8
1992 5.80140 116.4 115.7 117.3
1993 6.69420 132.4 136.1 141.8
1993
July 6.57241 131.0 135.3 142.2
Avg. 6.60127 131.9 136.6 143.9
Sept. 6.81414 134.5 138.4 144.7
Oct. 6.69596 132.6 136.8 142.8
Nowv. 6.55386 130.4 135.3 141.7
Dec. 6.49606 128.9 133.9 139.8
1994
Jan. 6.34072 126.9 131.8 137.7
Feb. 6.23914 125.6 129.8 136.4
March 6.31275 126.5 130.2 136.6
April 6.25477 1255 129.2 135.8
May 6.29981 125.9 129.0 135.3
June 6.41394 127.4 130.3 136.6
July 6.35263 1252 127.2 133.6
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1
5. OTHERDOMESTIC FINANCING
5.1 BANK FUNDING FROM THE PUBLIC, miLL. Fim

End of Cheque Trans- Time Other Markka Forelgm Total Other Total
peoriod and uction deposits deposhis deposits, Y leposits funding funding
giro deposits fotal deposits {5+6) (7+8)
depeslts {1+2+3+4)
1 2 3 4 5 6 7 8 9
1989 28 942 85 396 125748 240085 7358 247 444 35298 282742
1990 30953 96176 124 930 252 058 6818 258 876 38835 297711

1991 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992 34832 88526 114771 21218 259 347 14626 273973 65557 339530
1993 36379 92357 112413 21766 262915 14883 277798 63173 340971

1993

May 36 856 86814 108988 22119 254776 14521 269 297 67714 337011
June 36 554 87629 108571 22615 255368 13402 268770 67806 336576
July 35787 87997 107 557 23582 254924 15616 270540 63737 334277
Avg. 36 548 88515 105708 23870 254640 14861 269 502 65157 334659
Sept. 35312 88067 105958 23259 252596 16642 269 239 66050 335289
Oct. 35746 89439 109350 22387 256922 16192 273114 67314 340428
Now. 36 098 87692 109769 21451 255010 15799 270809 64128 334937
Dec. 36 379 92357 112413 21766 262915 14883 277798 63173 340971

1994

Jan. 38 657 94042 108694 22740 264133 14050 278183 70115 348298
Feb. 37 462 96507 106185 22548 262702 12324 275027 68874 343901
March 38058 97847 105867 22734 264506 13201 277708 72348 350056
April 38242 98146 106 551 22748 265687 13574 279 261 75636 354897
May 41132 97145 106163 22337 266778 14281 281059 75753 356811

5.2 BANK LENDING TO THE PUBLIC, miLL. Fiv

End of Cheque Bills of Loans Markka Forelgm Tolal
period hange lending, currency loending
and postal fotal credits (4+8)
giro credits {1+2+3)
1 2 3 4 5 6

1989 15270 5650 257 768 278 688 73176 351 864
1990 19152 5777 260790 285720 103134 388 853
1991 18037 4712 262 859 285 609 107714 393323
1992 16 045 3335 252163 271 544 95168 366712
1993 14217 2223 248 406 264 846 66 931 331777
1993

May 15198 2848 251 553 269 599 85075 354 675
June 15221 2812 251 305 269 339 83482 352821
July 15192 2858 251610 269 660 82922 352 582
Avg. 15 427 2670 251295 269 392 81558 350950
Sepi. 15425 2 656 251 667 269748 79 676 349 424
Oct. 15 094 2780 251 342 269216 75184 344 401
Nov. 14 872 2 664 250554 268 090 73810 341 899
Dec. 14217 2223 248 406 264 846 66 931 331777
1994

Jan. 14 081 2248 247 259 263 587 64220 327 807
Feb. 14120 2008 247 884 264012 63158 327170
March 14125 1942 247795 263 862 61114 324976
April 13917 1731 246 424 262073 59077 321150
May 14 026 1707 245 848 261 581 58 144 319725
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5.3 MONEY SUPPLY AND MONETARY AGGREGATES, miLLFim

lll:l o:' Foreign Domestic credit Other " » "
perio assels, ltoms, y
Rl mecemtral  thopebiic  (213) met (1+4:5)
government
1 2 3 4 5 6 7 8
1989 -59049 - 18691 408 344 389 653 —-79084 124295 251519 272 603
1990 -82881 -19072 453720 434 648 ~-85385 141524 266383 291045
1991 — 86 555 - 6516 470 852 464336 -102540 130644 275241 310924
1992 - 68099 81 439 937 440018 —-97909 134829 274011 310733
1993* - 25989 1848 403 742 405589 -100006 141759 279595 322 408
1993* .
June -38803 41 429 134 429175 -120187 135602 270184 307 449
July -34515 1349 428 478 429827 -125718 135157 269594 309 002
Avg. -33338 2158 426 871 429028 -126590 136005 269101 312036
Sept. -29387 4183 424 966 429149 132462 134600 267299 312044
Oct. -20713 3530 419 951 423482 -130352 136989 272417 319050
Nowv. -23710 3430 417 372 420803 -125479 137095 271614 312034
Dec. - 25989 1848 403 742 405589 100006 141759 279595 322 408
1994*
Jan. - 23257 57 399 953 400011 -96519 145301 280234 328 482
Feb. - 18440 475 397 966 398440 -101379 146600 278621 327 591
March - 19743 1101 397 404 398 505 —-97766 148907 280996 333304
April - 23247 3534 392075 395 609 -90780 148783 281582 335879
May - 14545 5988 390173 396 160 -98904 150765 282711 338 934
June . . . . 153344 284 491 338 357
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, miLL. Fim
Endof Foreigncurrency-denominaied debt Markka-denominated debt Total Owi- Cash
period stand- funds
. Bonds  Otler Total Public Other Treasery Miscella- Tofal govern- In
debt {(1+2) honds long- mofes neous (4+5+6+7) ment lending

form and itoms debt

labil- bllls {3+8)

Hles

1 2 3 4 5 6 7 8 9 10 11

1989 18505 4281 22786 24126 5750 250 30126 52912 43499 21248
1990 20917 3876 24793 23982 8263 - 32245 57038 48121 23114
1991 38703 4943 43646 31018 12208 5180 48406 92052 55165 15956
1992 100244 6143 106387 40578 13555 14762 . 68895 175282 61671 19781
1993 142824 12753 155577 71082 16060 22824 . 109966 265543 64233 36487
1993
Jume 139102 13281 152383 57718 12770 22126 92614 244997 64436 43203
July 142159 13919 156078 59997 12769 21459 . 94225 250303 64796 40718
Aug. 143148 13868 157016 63086 15355 23460 . 101901 258917 65317 43091
Sepl. 145375 13759 159134 64904 15354 24615 . 104873 264007 65879 42793
Oct. 143854 13139 156993 69251 15354 23754 . 108359 265352 66435 42816
Now. 144122 13020 157142 71833 15313 22647 . 109793 266935 64381 47493
Dec. 142824 12753 155577 71082 16060 22824 . 109966 265543 64233 36487
1994
Jan. 140312 10565 150877 72215 18260 19629 . 110104 260981 64706 24095
Feb. 148138 9990 158128 74481 18260 19391 -5524 106608 264736 65008 31679
March 147889 9894 157783 75083 18230 19182 - 5409 107086 264869 65687 20834
April 146940 10891 157831 76001 17541 18625 —5384 106943 264774 65808 18547
May 156684 11106 167790 76282 17442 19704 —-5379 108049 275839 .. 22405
June 163930 11658 175588 77129 16901 24915 —-5410 113535 289123 . 30119
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5.5 MARKKA BOND MARKET
A)  ISSUES, miLL. Fim

During By sector Bytypeoflean Total

period (1+2+3+4+5)
- 1] ' =
'C:'Il'::. I:I-II.:I‘Il:L "?.:I'I:.Ii gwl:r:.mni Ofhers Pebliclssues pl I"-':- (6+7+8)
Taxable Toxfree
| 2 3 4 5 6 7 8 |

1989 4204 11022 5717 233 13 11146 2997 7 046 21189
1990 4 640 17 891 4 420 490 1007 17 234 607 10607 28 447
1991 7277 25737 11073 1320 - 30160 - 15247 45 407
1992 6 984 15043 12 965 2674 4 23858 - 13812 37 671
1993* 11691 12134 36512 2235 63 51179 - 11456 62 634
1993*
June 3132 670 6 658 93 - 7107 - 3446 10553
July 510 165 2286 - - 2451 - 510 2 961
Avg. 372 632 3833 60 - 4883 - 15 4898
Seph. 50 497 2023 10 - 2 480 - 100 2580
Oct. 410 697 4859 222 - 5956 - 232 6188
Nov. 989 4160 2793 18 50 7 828 - 182 8010
Dec. 477 1753 600 205 - 2769 - 266 3034
1994*
Jan. - 2000 2216 45 - 4261 - - 4261
Feb. 560 7 2 359 280 - 3206 - - 3206
March 2 311 713 2 555 190 - 5769 - - 5769
April 100 1480 942 - - 2522 - - 2522
May 331 2 521 1348 30 - 4230 - - 4230
June 500 160 2673 62 - 3394 - - 3394

B) STOCK, miLL. Fim

End of sedle fype Total
,nJ d By r By otloan (1+2+3+4+8)
Corp Fi fal [ - 1] Locaul Others Publicisswes Private =
vations instiielions gevernment govermmont placings (6+7+8)
Taxable Taxfree
1 2 3 4 5 6 7 8 9
1989 21 463 50216 29 381 1555 290 41162 27 742 34 001 102 906

1990 23522 59756 28 812 1756 1298 52273 22970 39902 115145
1991 26 632 76 701 35195 2766 3726 76346 18096 50578 145020
1992 26 617 82319 44 005 5237 3358 89534 13917 58085 161536
1993* 32996 74372 73 682 6894 2009 120571 10391 58991 189953

1993*

n 33614 79 950 60316 6618 2369 107775 11558 63534 182867
m 33334 77 791 67 504 6517 2018 113846 10727 62591 187 164
v 32996 74372 73 682 6894 2009 120571 10391 58991 189953
1994*

1 34 235 72084 77 676 7255 1007 126 390 8898 56969 192258
n 33236 71920 78 990 7297 964 130 760 8584 53063 192407
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C) TURNOVER, MiLL. Fim

D-r‘l:’ Interbank Between banks Primary doulers’ transactions in
per and customers benchmark government honds
Purchases Purchases Sales
from other from others to others
primary
dealers
1 2 3 4 5
1989 6 500 9 660
1990 5401 6058
1991 3343 29134 . . .
1992 18221 58 594 10744 12156 13354
1993 45966 241 273 42 945 95 647 117 489
1993
July 4 886 18 701 4725 7990 19211
Avg. 4426 20776 4387 9812 10579
Sept. 5364 24 405 5124 11 436 12 459
Oct. 4958 33749 4717 13 465 15832
Now. 4 454 28725 4069 12703 12 069
Dec. 6012 26 948 5414 10765 12 500
1994
Jun. 8899 41 502 8437 17 411 19133
Feb. 14 265 40081 12 427 16 883 18 485
March 34926 56 958 32256 28 635 28 693
April 24 666 37 825 23300 17 241 17 960
May 10 588 20 896 9731 8753 10958
June 14 560 20091 14132 8225 11 496
July 5171 12 950 5081 4961 7745
5.6 HELSINKI STOCK EXCHANGE
Average Share prices Turmover', mill. FIM
:'.'.'.'.'.. HEXindex (28 Dec., 1990=1000) Shares Bomds Yotal
wvations and and
All- By owmership By Indusiry sub- deben-
share serip- tures
index Re- Non- Banks Insur- Manu- Of which: tion
re- and ance f rights
stricied finamce and ing Forest Mefal Cen-
invest- Indus- and glom-
ment tries ongl~ orates
neer-
ring
1 2 3 4 5 6 7 8 9 10 11 12
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536
1990 1332 1324 1393 1263 1185 1376 1436 1282 1474 15521 4550 20071
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7 655
1992 772 759 868 425 467 942 1123 1206 890 10277 15377 25654
1993 1240 . . 608 644 1601 1695 1749 1751 46337 59977 106314
1993
July 1241 579 631 1618 1720 1659 1808 2810 2855 5665
Avg. 1410 830 813 1782 1954 1893 1944 6081 4509 10589
Sept. 1378 790 788 1745 1887 1860 1913 4689 6036 10725
Ocl. 1502 820 781 1943 1958 2095 2212 6638 6936 13574
Now 1542 810 770 2003 2093 2156 2253 4842 7153 11995
Dec. 1549 773 801 2003 2114 2240 2209 4810 6375 11185
1994
Jan. 1797 870 952 2315 2357 2733 2537 8781 276 9 057
Feb. 1917 942 1008 2462 2410 2982 2704 6395 558 6953
March 1861 824 948 2423 2249 2842 2793 7 060 334 7 394
April 1815 771 914 2376 2188 2689 2818 4 849 107 4956
May 1839 749 862 2427 2207 2723 2891 4035 71 4105
June 1709 676 727 2271 2114 2527 2732 3719 49 3768
July 1776 688 727 2377 2253 2503 2987 3891 99 3990
! During period. S13
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS

6.1 CURRENT ACCOUNT, miL.Fim

During Exporis Trons- Travel Other Services Exporis Invest- Trams- Current Imporis Trans- 'I'r-vol Other
sl o P, et deies recivi ofeede S feniimd wm o pet e sorvies
’:b phs hs (2+3+4) lo:vl;u income (6+1'“) 5' " P.'l ”ro pondl-
ture
1 2 3 4 5 [ 7 8 L 4 10 1 12 13
1989 98265 7662 4497 6277 18436 116701 10212 3652 130565 104400 3869 8969 8759
1990 99750 8347 4650 6081 19077 118827 12739 4461 136027 101967 4363 10766 9503
1991 91100 7508 5044 5636 18189 109289 10003 5336 124628 86348 3974 11089 11011
1992 105809 8643 6089 7730 22462 128272 6423 5920 140614 93187 4360 10962 13369
1993* 132550 10191 7079 9379 26649 159199 8589 6506 174293 101494 5241 9237 17008
1992
1 24783 2002 1159 1702 4863 29645 2301 1367 33313 22698 1001 2725 3422
n 26452 2152 1493 1681 5326 31778 1269 1374 34421 24180 1064 2813 3039
m 24820 2323 1958 1923 6203 31023 1204 1480 33707 20677 1119 2853 3242
v 29754 2167 1480 2424 6071 35825 1649 1699 39173 25632 1176 2572 3666
1993*
1 31016 2305 1351 2778 6434 37450 2470 1470 41390 25707 1201 2401 4445
n 32625 2562 1763 2281 6606 39231 2335 1756 43322 24801 1294 2276 4015
|11 32116 2792 2203 2102 7098 39213 1867 1584 42665 23973 1334 2242 4206
v 36793 2532 1761 2218 6511 43305 1916 1695 46916 27012 1411 2319 4341
1994*
1 34536 2617 1424 2309 6350 40886 1408 1594 43888 24851 1319 1902 4240
1] 38519 2924 1586 2025 6535 45054 1296 1489 47840 29472 1391 1869 3872
Durlz Services I-porll Invest- Trans- Current Trade Trams- Travel Other Services Goods | T C
period expendi- mont forsand accownt account port {3-12) services account and ment fers account
fure, gooll ox= other cxpon- (1-10) (2-11) {4-13) (20+21 servi- income, amd {24+258
total and  pemdl- ex-  ditu +22) cos met  others, +26)=
(1114312 se fure pondi- (l!-l-'l‘ account {7-16) net {9-18)
+13) {(10+14) fore +17) {19+23) (8-17)
14 15 16 17 18 19 20 21 22 23 24 25 26 27
1989 21596 125996 21882 7561 155439 -6134 3793 -4471 2482 -3160 -9294 11670 -3910 -24 874
1990 24632 126599 26973 8967 162540 -2218 3984 6117 -3422 -5555 -7772 -14234 —4506 -26513
1991 26074 112421 28674 10229 151325 4752 3534 6044 _5374 -7885 -3132 -18671 4893 —26 696
1992 28690 121878 30424 10347 162649 12622 4283 -4873 -5639 -6228 6394 -24001 -4428 -22035
1993* 31486 132980 35667 10390 179037 31056 4951 -2159 -7629 -4837 26219 -27079 -3885 -4744
1992
1 7148 29845 8435 3124 41405 2085 1001 -1566 -1720 -2285 -200 -6134 -1758 -8092
n 6916 31096 7400 2381 40877 2272 1087 -1320 -1358 -1590 682 -6131 -1007 -6456
m 7214 27891 6765 2402 37058 4143 1204 -895-1319 -1011 3132 -551 -922 -3351
v 7413 33045 7824 2440 43309 4122 991 -1092 -1241 -1342 2780 -6174 -741 -4136
1993*
1 8047 33755 10409 2808 46972 5309 1103 -1049 -1667 -1613 3695 -7939 -1338 -5582
n 7585 32386 10811 2393 45590 7824 1268 -512 -1735 -980 6844 -8475 -637 -2268
m 7782 31756 7074 2640 41469 8143 1458 -39 2104 685 7458 -5206 -1055 1196
v 8071 35083 7374 2549 45006 9781 1122 -558 -2123 -1559 8222 -5458 -854 1910
1994*
1 7461 32311 9031 2957 44299 9685 1298 —477 -1931 -1110 8575 -7623 -1363 -411
n 7132 36604 8688 2212 47503 9047 1533 -283 1847 -596 8451 -7392 -723 337
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6.2 CAPITAL AND FINANCIAL ACCOUNT, miLrm

Derin Imports of capital
pori Direct Portiolio investment Other investment '{ﬂ-,'+
Mousy - - 1
mont Shares Bonds o which: market dal i::-'a'-n- rodins oo g,':'..'.i‘ Other F':ﬂ 3
Finland morkky Instre- derlva- 5+6) oposits 0+11)
denomi= ments fives )
=ondl
1 2 3 4 5 6 7 8 9 10 11 12 13
1991 - 997 47 38751 11786 -4511 34287 846 7496 131 -9737 -1265 32024
1992* 1822 397 39309 -5312 -179 37915 3931 2 1690 —17415 11792 27945
1993* 4390 12748 30353 3616 -4382 38719 4179 5357 -5347 -24454 -20265 22843
1991
m -435 29 10469 3958 592 9906 556 1277 1703 -17879 -14344 -4872
v -777 -516 4541 -580 -3899 127 1343 225 -1230 -515 -177 -828
1992*
1 563 199 4102 -1545 1244 5545 390 111 -1050 952 402 6510
i 74 145 13023 114 -3179 9990 -559 -395 801 -5471 -5624 4439
m 340 6 5474 -2712  -485 4995 2460 16 828 648 3953 9288
v 845 47 16710 -1169 629 17 386 1641 270 1110 -13544 -10523 7707
1993*
1 455 1405 15542 320 -2314 14632 1754 7326 901 -8593 1387 16473
n 1054 1515 16269 3420 -1348 16435 -82 815 -1268 -6612 -7147 10342
m 664 6529 2267 2523 -2755 6041 -670 1495 1671 -8143 -8637 -1933
v 2217 3300 -3725 -2646 2036 1611 3177 -1289 -6650 -1106 -5868 -2040
1994*
1 3638 4389 3047 -999 -1734 23 5725 -1009 -4389 772 6665 2039 11401
n 2509 2202 7082 -2244 2545 272 12100 -285 854 1748 -2875 -4054 10555
Durim Exports of capltal Errors Change
perlo and I
Direct Portfolic investment Other investment omis- coniral
‘I4+ sions  bank's
ment  Shares Bomds Money Fiman- Total Trade Louns Curren- Othor Total 9+24) resorve
abrea market clal ‘Il+l6+ caredits and 20+21+ assets
nsire- derl- 17+18) epo- 2+23)
. veatives sits
14 15 16 17 18 19 20 2% 22 23 24 25 26 27
1991 -501 -369 -3 1499 1128 520 2341 1054 6587 10503 11129 -1575 7375
1992* 3372 46 321 2748 3115 3696 3409 3745 3132 13983 13725 -1365 9180
1993* 8925 873 767 1932 3571 1827 -839 -6063 14516 9442 21938 5058 -1219
1991
m 130 41 393 719 . 1153 1319 -723 -1835 239 -1001 282 2550 6923
v -599 175 -182 -1962 . =2319 707 1214 -3487-13043 -14609-17527 -4908 -5860
1992*
1 -581 27 155 91 273 819 1229 2528 -4078 499 190 149 1623
[]] -1544 -19 1161 -1490 -348 -296 -807 522 -559 -1140 -3033 -2030 1015
] -552 13 -895 786 -96 1260 553 2619 3493 7925 7277 -4710 6051
v -695 25 -100 3361 3286 1912 2435 -1924 4276 6699 9290 5227 492
1993*
1 967 158 2823 -577 . 2404 1577 -726 -1516 15387 14722 18093 1615 5586
1] 1118 2 -1095 -972 . -2065 478 -185 247 -3820 -3279 -4227 -1617 -10684
m -538 77 -841 3975 3211 -250 -1008 1514 9514 9769 12443 2160 11019
v 7378 636 -120 -494 21 21 1081 -6308 -6564 -11770 -4371 2900 -7141
1994*
1 5344 43  -662 211 -201 -609-1336 -1279 2612 -5779 -5781 -1047 -1757 -10279
n 5083 -68 -3283 4468 -27 -7846 1418 -1508 -681 6203 5431 2668 1948 -10172
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6.3 FINLAND'S INTERNATIONAL INVESTMENT POSITION, mi.rm

Position Liabilitles
L
:-I of Direct Portfolio investment Other invesiment Total
period liabilitles
ment Shares Bouds Moneoy Finan- Totual Trade Loans Curren- Other Total (1+7+12)
in Of which: market clal (2+3+ erediis eyand (8+9+
Finland markka instre- deriva- 5+6) depo- 10+11)
denemi- menis tives shis
nated
bonds
1 2 3 4 5 6 7 8 9 10 11 12 13
1991 17443 4149 141055 19036 20834 . 166038 8559 68892 8555 85281 171287 354769
1992* 19348 5138 211361 14366 19391 . 235889 11943 78330 11880 78804 180958 436195
1993* 24000 30375 261916 27149 14718 -6103 300906 16419 92355 5940 53562 168276 493182
1991
m 18273 4154 128768 18607 23551 . 156473 14029 64707 9408 82592 170735 345481
v 17443 4149 141055 19036 20834 . 166038 8559 68892 8555 85281 171287 354769
1992+
1 18027 4279 150644 17366 15612 . 170535 8900 69353 7607 96351 182210 370772
n 18122 4083 160415 17851 18160 . 182658 8369 66741 8275 81099 164483 365263
1] 18483 3367 184851 15547 18023 . 206242 10875 72530 9942 89639 182986 407711
v 19348 5138 211361 14366 19391 . 235889 11943 78330 11880 78804 180958 436195
1993*
1 19868 8121 253159 16281 15513 .« 276793 13684 96786 13135 77587 201192 497853
n 20988 11901 254886 21118 15200 . 281986 13503 93408 11461 67867 186239 489214
m 21717 22725 265540 23460 13010 . 301276 12862 95327 13276 61185 182650 505643
v 24000 30375 261916 27149 14718 6103 300906 16419 92355 5940 53562 168276 493182
1994+
1 27165 39079 266599 28087 11656 -8855 308479 15338 86166 4724 60047 166275 501919
]| 29686 42719 272721 24622 14788 -7931 322297 15035 86918 2964 56930 161847 513830
Position A
ot Direct Portfollo investment Other invesiment Total
ond of avest- assels
period ment Shares Bonds Money Filman- TYolal Trade Loans Courren- Other Tolul {14+
abroud market clal (15+16+ crodiis eyand ({20+21+ 19+24)
Instru-  deriva- 17+18) depe- 22423)
monts tives sits
14 15 16 17 18 19 20 21 22 23 24 25
1991 44823 426 7004 4154 11584 16163 28504 7647 72498 124812 181218
1992* 44921 469 8697 T9N7 . 17083 21063 35251 12665 76520 145499 207 502
1993* 54000 1285 10706 11028 446 23465 25039 34018 6572 88429 154059 231524
1991
m 41915 569 6823 6041 13434 16430 26074 10495 75623 128623 183971
v 44823 426 7004 4154 11584 16163 28504 7647 72498 124812 181218
1992+
1 43876 428 7472 4550 12450 17160 30223 10193 68559 126135 182461
n 41966 408 8681 2881 11970 16811 28128 10558 65317 120814 174750
m 45982 442 8176 4032 12650 18622 30676 14188 68195 131682 190314
v 44921 469 8697 7917 17083 21063 35251 12665 76520 145499 207502
1993*
1 51973 676 11952 7766 20394 23292 36976 12275 92136 164680 237047
n 49165 671 10801 6627 18099 23477 34148 12159 97012 166796 234060
1] 49413 759 10074 10689 . 21522 23386 34208 13929 97734 169258 240194
v 54000 1285 10706 11028 446 23465 25039 34018 6572 88429 154059 231524
1994*
1 59494 1296 9576 10910 622 22403 22941 31396 7412 92014 153763 235660
Siém 64720 1206 5956 6320 550 14031 24335 29705 6531 107431 168002 246753
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6.4 FINLAND'S NET INTERNATIONAL INVESTMENT POSITION (LIABILITIES LESS ASSETS),

BY SECTOR, MILL. Fiv
Position Corporafe Banks Bank of Other Central Local Net Netintor- Netinter-
at seclor Finland financial govern~ gover- (V4+2+3+ estand estand
end of instiwtions ment ment 4+5+6) dividend dividend
period expendl- expendi-
fure fure in
relation to
current
account
recoipts, %
1 2 3 4 5 6 7 8 o
1991 27735 107434 -34046 18 960 52748 719 173550 15671 12.7
1992* 29 464 80248 -27546 30378 113801 2347 228693 19011 13.6
1993* 49100 48615 -33279 29973 164293 2956 261658 22 329 12.9
1991
m 33869 95634 -27372 17818 40840 721 161509 3409 10.8
v 27735 107434 -34046 18 960 52748 719 173550 3713 11.1
1992*
I 27883 110668 -33471 20750 60859 1623 188311 4 887 14.7
1] 28111 94368 -31437 21931 75837 1703 190513 4883 14.2
m 29872 83775 -16715 24 364 94 143 1958 217397 4314 12.8
v 29 464 80248 -27546 30378 113801 2347 228693 4926 12.6
1993*
1 33576 63228 -27782 32092 156756 2937 260806 6751 16.3
1] 35152 59271 -37288 29740 165469 2810 255154 7 288 16.8
m 43 843 42457 -27318 29858 173642 2967 265449 4018 9.4
v 49 100 48615 -33279 29973 164293 2956 261658 4271 9.1
1994+
1 55542 53969 42504 28463 167 556 3233 266259 7023 16.0
1] 54 663 53177 -52617 26049 182557 3247 267077 6792 14.2
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7. FOREIGN TRADE

7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT
THE TRADE BALANCE, MiLL. FiM VALUE AND TERMS OF TRADE, 1980=100
Perlod Volume Unit value Terms of
trade
:::II- :x’:;l-, I-lp‘ﬁm. lﬂ-_l:,u Exporis Imporis Exporis Imports
1 2 3 1 2 3 4 5
1989 99784 105516 5732 1989 121 144 156 126 123
1990 101327 103027 -1700 ::;‘I' ﬁi Hg }gj }g? ﬁg
1991 92842 87744 5098
1093 107463 94947 12516 1992 124 112 164 145 113
1993+ 133927 103078 30849 1993 147 109 172 163 106
1991
1993+
June 10191 7797 2394 v 124 18 157 135 116
July 10899 8129 2770 1992
Avg. 10127 8210 1917 118 112 162 142 114
Sept. 11452 8029 3423 125 18 162 143 113
Oct. 13906 8405 5501 gy 17 102 163 142 115
Nov. 12369 9620 2749 gy 133 116 171 154 m
Dec. 10812 9443 1369
1993
1994+ I 135 108 176 165 106
Jan. 11890 8310 3580 n 143 105 174 165 105
Feh, 10924 7415 3509 m 141 101 174 165 105
March 12 145 9 509 2636 '\ 4 165 116 170 161 105
April 12349 9403 2946
May 13317 10878 2439 1994*
June 13272 9564 3708 1 155 107 170 161 106

7.3 FOREIGN TRADE BY MAIN GROUPS, miL. Fim

Duri Exports by indusivies, fob imporis by use of goods, cif
rh
porle Wood Paper Chemicul Metaland Other Raw  Credeolil Finished goods Other
indusiry industry Indusiry .l'glnoﬂll' goods materlals fuels and ol
prod produoet: product ndusiry {excl. lobricants Imvesimont Conswmer
products erude oil) goods goods

1 2 3 4 ] 6 7 8 o 10

1989 7416 32513 8844 32682 18329 51786 8310 20606 24055 759
1990 7811 31658 9540 35493 16825 49210 9829 19364 23888 736
1991 6984 29695 10539 29188 16436 42505 9399 13973 21195 672
1992 7892 32587 12172 35741 19071 49514 9745 13348 20826 514
1993* 10889 37410 14192 48099 23337 54778 10911 15337 21045 1007

—_

1993*

Jume 930 2931 966 3710 1654 4293 1043 9209 1484 68
July 774 2753 1162 4 385 1825 4 358 973 983 1645 170
Avg. 668 299 1255 3304 1909 4350 969 1147 1682 62
Sept. 988 3255 1328 3767 2114 4360 951 873 1713 132
Oct. 1133 3508 1258 5869 2138 4718 863 978 1835 1
Nov. 1061 3294 1354 4479 2181 4969 1377 1282 1946 46
Dec. 964 2954 1069 3766 2059 4999 1107 1349 1892 96
1994+

Jan. 978 3009 1282 4272 2349 4511 691 1153 1807 148
Feb. 1018 3060 1060 3741 2045 4215 603 934 1620 43
March 1026 3623 1248 4061 2187 5141 755 1309 2193 M
April 1165 3487 1156 4338 2203 4811 976 1657 1911 48
May 1431 3506 1511 4538 2331 6033 1293 1302 2227 23

June 1318 3358 1289 4882 2425 5488 866 1189 1947 74
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7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Exporis, fob Imports, cif
Reglon and . . Py .
country 1993 Jll"l:": June 1993 JIII"I’I""— June
MIL.FIM Percentage MIIL. FIM 'TI:I:;:I':..... Mill. FIm Pﬂ:i.o.n'l:go Mill. Im ‘P.o-r::gl'::;
sponding ponding
poriod p.o.rkdo’
the previows the previous
year year
1 2 3 4 5 6 7 8
All OECD countries 102135 76.3 55 366 81 607 79.2 43338 6.2
OECD Europe 86513 64.6 47 848 66 956 65.0 34726 4.6
Of which:
Austria 1427 1.1 765 7.6 1179 1.1 627 10.5
Belgium and
Luxembourg 2955 2.2 1663 8.9 3008 2.9 1516 10.5
Denmark 4479 3.3 2672 26.0 3231 3.1 1734 8.6
France 7114 5.3 3907 14.2 4716 4.6 2 408 6.8
Germany 17 628 13.2 10 144 15.9 16 901 16.4 8139 -10.7
ltaly 4 350 3.2 2225 -6.3 3811 3.7 2216 16.7
Netherlands 6729 5.0 3955 16.6 3847 3.7 1995 8.2
Norway 4277 3.2 2 349 15.1 5010 4.9 2716 10.8
Spain 3263 2.4 1718 -9.1 1245 1.2 821 31.2
Sweden 14 855 1.1 7998 11.7 10531 10.2 5864 13.9
Switzerland 2111 1.6 1141 13.1 2 044 2.0 977 29
United Kingdom 14 020 10.5 7749 12.3 9160 8.9 4 483 7.0
Other OECD 15622 11.7 7519 14.8 14 651 14.2 8612 13.6
Of which:
Canada 1075 0.8 498 -9.5 724 0.7 351 9.7
Japan 2187 1.6 1441 57.3 5958 5.8 3 504 15.9
United States 10 506 7.8 4601 10.0 7 498 7.3 4 475 11.2
Non- OECD European
countries 12 679 9.5 8 550 56.1 11207 10.9 622] 14.9

Of which:

Russia 6 051 4.5 3856 56.1 7813 7.6 4 478 13.7
Other countries 19113 14.3 9981 6.5 10264 10.0 5520 9.6

Of which:

OPEC countires 3266 2.4 1348 -54 542 0.5 212 -09
TOTAL 133927 100.0 73897 14.8 103078 100.0 55079 7.5
Of which:

EC countries 62 850 46.9 35237 11.7 47 974 46.5 24 401 1.7
EFTA countires 22799 17.0 12313 12.2 18 831 18.3 10240 11.9
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MILL. FIM, 1990 PRICES

(seasonally adjusted figures)

Period Consumption Fixed Change Domestic ris Imports GDP
r expenditore investmont imstocks, domand oo PO (6+7-8)

ind. statistical {1+2+3+4+85)

Private Publlc Private Publlc discrepancy

1 2 3 4 5 6 7 8 o

1989 269879 104526 129905 15149 5975 525434 117241 127311 515364
1990 269754 108535 121858 17286 5769 523202 118828 126600 515430
1991 260031 111256 93722 17243 — 2451 479801 110965 111755 479011
1992 247363 108799 75338 16899 4075 452474 122059 112989 461544
1993* 237559 102932 60332 14369 8264 423456 142292 113352 452396
1991

v 64377 27636 20982 4005 -1412 115 587 28210 27437 116360
1992

] 63141 27475 20375 4330 66 115387 29364 28357 116394
n 61810 27280 19850 4 445 1348 114733 30631 29229 116134
m 61472 27111 18420 4006 1254 112263 30501 27577 115187
v 60941 26933 16693 4118 1407 110091 31563 27826 113829
1993*

1 60061 26072 15707 3689 1861 107 390 34169 29033 112527
n 59087 25842 14785 3697 1770 105 181 34744 27487 112438
m 58998 25638 15040 3665 3248 106 589 36134 28657 114066
v 59413 25380 14800 3318 1385 104 296 37245 28176 113365
1994*

1 60290 24850 15242 3259 700 104 341 37165 27206 114300

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1990=100

{seasonally adjusted figures)

Period Total Mining and Manu- Wood and Metaland Other Energy
Indusiry quarrying factering paper ongineering many- and water
industries industries facturing swpply
{100.0) {1.3) {89.6) {16.8) {31.3) (41.5) {9.1)
1 2 3 4 5 6 7
1989 100.3 101.9 100.5 102.3 99.6 100.8 97.9
1990 100.2 99.8 100.2 100.1 100.4 100.1 100.0
1991 91.2 91.3 89.9 91.5 85.6 92.6 103.6
1992 92.4 88.4 91.4 94.6 921.1 90.2 103.0
1993* 97.1 85.8 96.2 104.3 99.4 90.4 107.9
1993*
May 93.0 92.0 92.2 99.3 96.5 86.2 103.2
June 97.2 76.9 96.5 105.6 99.1 90.4 110.4
July 97.9 105.0 96.8 104.5 99.7 91.6 107.4
Avg. 96.3 85.1 95.5 105.0 96.9 90.5 106.0
Sepi. 99.3 70.3 98.6 107.1 102.5 92.4 109.8
Oct. 100.9 78.2 100.4 110.2 105.0 93.1 110.6
Nov. 101.7 80.5 100.9 110.0 104.8 94.1 109.9
Dec. 102.4 84.4 101.1 110.3 106.3 93.7 113.6
1994*
Jan. 102.0 84.5 100.9 112.6 103.4 93.4 111.9
Feb. 102.9 69.4 100.8 107.7 109.0 92.2 121.8
March 102.2 78.2 100.9 109.9 113.9 87.9 116.6
April 104.7 84.2 104.3 112.1 112.1 95.3 111.7
May 108.4 87.7 108.4 112.0 117.8 100.0 114.5
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8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

(seasonally adjusted figures)

Perlod Volumeof Volumeof Volumeof Of which: Imporis of Monthly
whelesale vetall construction Investm indicator
tfrade trade ofbulldings Residential Indusirial Otther goods of GDP
bulldings buildings buildings
1 2 3 4 5 6 7 8
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 116.7
1990 119.9 111.6 127.3 124.8 161.7 122.1 144.6 117.5
1991 99.4 103.5 103.9 94.4 127.7 109.9 102.1 110.2
1992 87.2 92.9 79.5 73.8 762 87.5 84.5 106.9
1993* 82.5 87.6 59.5 60.5 52.9 59.8 82.9 105.2
1993*
April 80.9 89.5 . . . . . 104.3
May 81.6 88.1 . . . . . 102.7
June 85.5 86.3 . . .. . - 104.9
July 83.1 85.7 . . . .. . 104.6
Avug. 83.2 85.9 . . . . . 104.5
Sept. 81.9 85.3 . . . . " 105.3
Oct. 81.3 86.1 . . . . . 105.7
Novw. 82.9 86.7 .. . . .. . 106.7
Dec. 83.5 88.7 . .. . . . 1071
1993*
1 82.1 89.5 61.9 63.5 47.2 67.7 117.8 105.7
1] 82.7 87.9 59.9 61.8 54.3 65.7 73.2 104.0
m 82.7 85.6 58.7 59.7 49.3 64.4 60.4 104.8
v 82.6 87.2 57.8 56.8 62.0 50.4 78.7 106.5
1994*
Jan. 79.3 85.5 . . . . . 106.9
Feb. 85.0 89.5 .. . . . . 107.1
March 85.1 94.9 . . . . . 108.7
April 80.0 86.6 . . . . . 109.5
1994+
] 83.1 89.9 53.4 60.1 37.9 15.2 72.7 107.6
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1
8.4 WAGES AND PRICES, 1990=100

Poriod Imdex Con- Indica- Basic Produc- Bymarkeling Bullding
of wage By seciors semer forof price By origin erprice ared cost
and price  wnder- Index ——  index index
salary Private Public | index lying for Domes- Import- for Export- Home
eurnings Of which: Infla- domestlc ik od muny- od market
Manufac- flon supply goods goods fac- goods goods
furing turing
{s1€3)
1 2 3 4 5 6 7 8 9 10 11 12 13
1989 915 917 911 91.2 94.2 94.9 96.6 96.9 99.1 98.1 100.5 96.9 941
1990 1000 1000 1000 1000 1000 1000 1000 1000 100.0 100.0 1000 1000 100.0
1991 1064 1064 1061 1064 1043 104.1 100.0 99.8 100.8 99.4 98.5 99.8 1022
1992 1084 1081 1083 1090 1074 107.1 1014 99.5 108.5 101.6 1027 101.1 1004
1993' 1094 1089 1100 1104 109.7 1099 1048 1008 1193 1055 1092 1039 100.7
1993
Jume 109.9 1102 1051 101.0 1202 1060 109.7 1043 1008
July 109.7 1100 1050 100.9 1200 1055 1089 104.0 100.7
Avg. 109.5 110.1 1050 100.7 1205 1056 1094 1040 100.7
Sept. 109.7 1106 1051 101.2 119.2  106.1 110.0 1044 100.9
Oct. 109.9 1108 1049 101.1 119.1  106.1 1103 1043 101.0
Neowv. 109.7 1108 1047 101.0 1183 1056 1094 1040 1010
Dec. 109.7 1106 1045 1008 1182 1052 1092 1035 1008
1993'
1 109.1 1086 109.1 1101 1094 108.9 1042 1005 1180 1046 1078 1032 1003
n 109.3 1088 1098 1103 1100 1100 1052 101.0 120.7 1060 110.7 1043 100.7
m 109.0 1083 109.6 1105 109.6 1102 1050 100.9 119.9 1057 1094 1041 1008
v 1101 109.7 1115 1109 1098 1107 1047 1010 1185 1056 109.6 1039 1009
1994
Jan. 109.4 1103 1048 1012 117.8 1055 1094 1039 1016
Feb. 1098 1108 1051 101.7 1174 1055 1084 1043 1016
Maorch 110.0 111.0 1054 101.9 118.1 1057 1080 1047 1017
April 1102 1113 1058 102.1 119.2 1058 108.0 1048 101.7
May 110.3 111.3 1058 1022 119.1 1064 1090 1052 101.9
June 111.3 . 106.1 1025 119.5 1070 1103 1056 1022
1994"
1 1107 1104 1131 1114 1097 1107 1051 101.6 1178 1056 1086 1043 1016

! Preliminary figures for columns 1-4.
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8.5 LABOUR, EMPLOYMENT AND UNEMPLOYMENT (seasonally adjusted figures)

Period ";'.E' Labour ._';'l'.:'_ By indusirial status By industry :’l:',':; r!":"‘" .

pui = mont

p:-'l.:n “:’) on'p.ll:;od w:ﬁ'-:y"‘ cwl I:I'I-. Industry l'l'cll.;l.l ln'd.wlrlu"h

among (6+7+8+9) earners and

15-74 forestry
yeor olds
% 1000 porsons %
1 2 3 a 5 6 7 8 L 4 10 11

1989 68.7 2559 2470 367 2104 218 561 199 1492 89 3.5
1990 68.4 2 556 2 467 360 2108 207 556 205 1500 88 3.4
1991 674 2533 2 340 340 2000 197 502 179 1461 193 7.6
1992 646.1 2502 2174 325 1849 188 454 150 1382 328 13.1
1993 653 2484 2 041 312 1729 173 423 124 1319 444 17.9
1993
June 649 2 465 2012 309 1702 166 415 126 1304 454 18.4
July 65.1 2474 2022 308 1714 173 418 118 1313 452 18.3
Avwg. 655 2490 2032 299 1733 167 420 125 1319 459 18.4
Sept. 654 2490 2020 318 1702 172 427 116 1305 470 18.9
Ocl. 65.1 2480 2015 314 1700 172 416 123 1303 466 18.8
Nev. 653 2 485 2023 293 1730 172 413 121 1317 463 18.6
Dec. 652 2 485 2014 319 1695 172 419 113 1310 471 19.0
1994
Jan. 648 2470 1995 356 1639 170 409 118 1301 474 19.2
Feb. 654 2493 2028 297 1730 170 419 111 1328 466 18.7
March 65.2 2 489 2014 313 1701 166 422 107 1319 474 19.1
Aprll 647 2472 2004 314 1689 165 419 111 1309 468 18.9
May 650 2 484 2016 309 1707 167 418 113 1318 467 18.8
June 650 2 485 2025 314 1711 172 420 102 1332 460 18.5
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, MILL. FIM, CASH FLOW BASIS

'wII:’ Revenue Expendhure
i
pe Direct Imdirect Other Other Rev-  Redemp- R C Trans-
taxes taxes taxesand revemve enve tlons bofore tion fors an Of which:
similar hefore of horrowing swb~ I —
revenwve fingnelal  loans {5+6) sidles Local Otherde-
frans- ranted govern- mestic
aclions the ment seclors
{(1+2+3+4) state
1 2 3 4 5 6 7 8 9 10 1

1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715
1990 42611 77364 953 18423 139351 4260 143611 41535 81190 37646 40313
1991 41054 73251 1136 19182 134624 4442 139069 45085 101220 42297 55160
1992 34312 69541 1512 21251 126616 5054 131669 49291 105184 42990 59180
1993 31667 67291 1443 28823 129224 7366 136593 46880 108608 42720 63535

—

1993

March 2456 6205 127 3496 12284 2119 14403 4145 9295 3698 5440
April 3875 4926 93 2657 11551 98 11649 3835 9436 4055 5278
May 2697 5638 97 2688 11120 510 11630 3646 9115 3958 5013
June 2870 5633 86 2748 11337 591 11928 4110 8842 3958 4672
July 3208 5626 119 1759 10712 197 10909 4719 8225 3287 4696
Avg. 3011 5884 102 2166 11163 154 11318 3424 7820 3395 4102
Sept. 2792 5185 129 2247 10353 108 10461 3658 9482 3371 5987
Oct. 2774 5548 118 1072 9512 64 9576 3381 9774 3375 6235
Nov. 2736 5757 147 2672 11312 2638 13952 3708 9371 3437 5820
Dec. 2078 6543 115 5142 13878 759 14637 4256 10357 3609 6318

1994

Jan. 2827 6024 67 1857 10775 27 10802 3699 9936 3118 6609
Feb. 2757 5500 115 1770 10142 496 10637 3090 8334 3084 4939
March 3774 4727 100 2283 10884 2386 13270 4097 9474 3521 5820

:::Il: Expenditwre Financial balance
A
ment fure financial finunclal redemptions sur- rowing rowing :llll
tions | of siate debt plus wirement {18+19)
(8+9+ (14+18) {s-14) “1(1-I6)
12+13)
12 13 14 15 16 17 18 19 20
1989 8393 5343 120 826 7 566 128 390 11 490 7 851 - 4009 3842
1990 5962 4927 133614 9319 142 934 5737 678 1201 1879

1991 5370 6 368 158044 13328 171372 -23420 -32304 25659 -6645
1992 5042 8499 1680167 35501 2035167 — 414007 -718477 70691 — 11557
1993 4306 18076 177870 19753 197 623 -48646 -61030 84036 23009

1993

March 313 2248 16 001 3211 19211 -3717 —-4808 9245 4 437
April 306 1554 15131 2060 17 191 ~3580 5542 12 592 7 050
May 318 1156 14235 1351 15586 -3115 -3956 2086 -1870
June 384 2 650 15986 768 16753 -4649 -4825 4424 - 401
July 406 914 14264 3935 18200 -3552 -7291 7157 - 134
Avg. 416 874 12 534 723 13258 -1371 - 1940 5079 3139
Sept. 417 1135 14 692 1756 16448 —-4339 -5987 3529 -2457
Oct. 369 2497 16 021 740 16761 -6509 -7185 6076 -1109
Nov. 349 771 14199 767 14966 -2887 -1014 1230 216
Dec. 477 1744 16 834 24N 19325 -2956 -4688 91 -4596
1994

Jan, 187 3336 17 158 545 17703 -6383 -6901 519 -6383
Feb. 224 1202 12 850 1044 13895 -2708 -3258 7 659 4402
March 245 3120 16 936 3116 20052 -6052 -6782 -41 -6823
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|
NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

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

Symbols used

* " Preliminary

r Revised

0 Less than half the final digit shown
Logically impossible

. Data notavailable

- Ni

S Affected by strike

_ Breakin series

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

NOTES AND EXPLANATIONS
TO TABLES

1 THE BALANCE SHEET OF THE
BANK OF FINLAND

Table 1.2 Domestic financial sector, |
Term claims on deposit banks, net
(Column 11) = bank certificates of
deposit held by the Bank of Finland +
securities with repurchase commit-
ments + term credits - term deposits.
Liquidity position of deposit banks
(Column 12): see explanation to Table
2.1. Other claims on financial institu-
tions, net (Column 14) = till-money
credits to deposit banks (until May
1993) + bonds + other claims on finan-
cial institutions — other liabilities to fi-
nancial institutions.

2 THE BANK OF FINLANDS
OPERATIONS IN THE MONEY
AND FOREIGN EXCHANGE
MARKETS AND THE BANKS'
FOI!WAI!.I: EXCHANGE

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

Table 2.2 The minimum reserve
requirement is reported for the month
by the end of which the deposit must
be made with the Bank of Finland. The
requirement is determined on the ba-
sis of the reserve base for the previous
month. No interest is paid on minimum
reserve deposits. The cash reserve
figures for 1989 include the additional
deposit requirement of 1.1 per cent
under the supplementary cash re-
serve agreement in force at the time,
together with the corresponding non-
interest-bearing deposits of FIM 3 159
million.

Table 2.3 Money market instru-
ments are the instruments used by the
Bank of Finland in its money market
operations. Matured moneg market in-
struments, net, comprise both instru-
ments purchased and sold. Money
market transactions are recorded ac-

cording to trade dates.

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

Table 2.5 The markka value of for-
ward contracts is given.

3 RATES OF INTEREST

Table 3.1 The interbank overnight
rate (Column 1) is weighted using
amounts of interbank deposits as
weights. HELIBOR (Helsinki) Inter-
bank Offered Rate) (Columns 2-5):
The HELIBOR rate for each maturity is
calculated by the Bank of Finland as
the average of the offered rates for
certificates of deposit quoted daily at
1p.m. by the five largest banks.

Table 3.2 The Bank of Finland's ten-
der rate (Column 1) is determined in
tenders held by the Bank of Finland, in
which the banks are asked to make
bids or offers for money market instru-
ments with a maturity of one month.
The tender rate is the weighted aver-
age of accepted bids or offers, ex-
pressed as a simple annual interest
rate. If, when requesting bids or offers,
the Bank of Finland announces an ac-
ceptable interest rate (fixed-rate ten-
der), 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.

Banks with access to central
bank financing can make call money
deposits with the Bank of Finland with-
out limit. In addition, they can obtain
liquidity credit from the Bank of Finland
with a maturity of 1 day, 7 days, 14
dae/s, 21 days or 28 days. The maturity
of liquidity credit is defermined by the
Bank of Finland. The rate of interest on
liquidity credit is obtained by adding
together the Bank of Finland's tender
rate and the interest rate margin for li-
quidity credit. The call money deposit
rate is obtained by subtracting the in-
terest rate margin for call money de-
posits from the Bank of Finland's ten-
der rate. The monthly and annual val-
ues for maturity and interest rate mar-
gins are the last values recorded in
each month or year.

Table 3.3 The rates shown are
based on the lending rates quoted for
the respective currencies in the Euro-
market. ECU (Column 1): the weights
of the ECU basket. 3 currencies (Col-
umn 2): DEM 60, USD 30 and GBP 10
per cent.

Table 3.4 Lending. New credits
(Columns1-4): rates of interest on new
credits drawn during the month are

average monthly rates weighted by
loan amounts. Annual rates are arith-
metic averages of monthly observa-
tions until 1987 after which they are
weighted by loan amounts. Average
lending rates (Columns 5 and 6) are all
weighted by loan amounts. As from
January 1989, the loans of Postipankki
Ltd have been included in the com-
mercial banks' outstanding stock of
loans. Deposiis. 24-month and 36-
month tax-exempt deposits (Columns
7 and 8): from May (September) 1992,
24-month(36-month) deposits are tax-
exempt if they carry a rate of interest
which is at most the Bank of Finland's
base rate less two percentage points
(one 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 Fin-
land's base rate less one percentage
point. Other tax-exempt deposits (Col-
umn 9): in the period from January
19891to April 1992, deposits other than
24-month deposits were tax-exempt if
they carried a rate of interest which
was at most the Bank of Finland's base
rate less 4 percentage points. From
May 1992, deposits other than 24
month or 36-month deposits are tax-
exempt if they carry a maximum rate
of interest as prescribed by law. The
maximum rate was first set at 4.5 per
cent. From 6 May 1993 it has been 2.5
per cent. All markka deposits (Column
10): the stock of deposits comprises all
markka deposits by the public. The
monthly and annual average rates of
interest are weighted by deposit
amounts. Other funding (Column 11):
CDs outstanding + promissory notes +
bonds. The 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 interest is weighted
by amounts.

Table 3.5 Reference rates (Col-
umns 1 and 2) are calculated by the
Bank of Finland as the monthly aver-
ages of the offered rates for taxable,
fixed-rate bonds quoted daily by the
five largest banks. Yields on taxable
government bonds (Columns 3 and 4)
are calculated by the Bank of Finland
ina similar fashion. Until January 1992,
the yield on 5-year taxable govern-
ment bonds (Column 3) was calculat-
ed on a bullet bond due on 15 March
1994 with a coupon rate of 13 per cent.
From February 1992 onwards the yield
is calculated on a bullet bond due on
15 January 1999 with a coupon rate of
11 per cent. Until June 1993, the yield
on 10-year taxable government bonds
(Column 4) is calculated on a housing
bond (bullet) due on 15 March 2002
with a coupon rate of 10.75 per cent.
From July 1993 onwards the yield is
calculated on a bullet bond due on 15
March 2004 with a coupon rate of 9.50
per cent. The yield on taxable public
issues (Column 5) is calculated as the
arithmetic mean of yields on fixed-rate
ordinary bonds, debentures and other
bonds (excl. zero coupon loans,
bonds with equity warrants and con-

vertible debentures) issued by all 525
Bulletin 8 ¢ 94



issuers except the central government
with a remaining maturity of between
3 and 6 years. The yield on taxfree
public issues (Column 6) is calculated
as the arithmetic mean of yields on
fixed-rate public bonds with a remain-
ing maturity of between 4 and 5 years.
The Bank of Finland calculates the
yields for columns 5 and 6 once aweek
on the basis of the trading quotations
of the Helsinki Stock Exchange.
Monthly observations are the aver-
ages of weekly observations and annual
observations the averages of monthly
observations. The share yield (Column
7) is the weighted effective yield on
shares quoted on the Heisinki Stock
Exchange. Source: Statistics Finland.

4 RATES OF EXCHANGE

Table 4.2 FIM/ECU (Column 1): The
markka value of the ECU is calculated
as the sum of the dollar amounts of the
currencies in the ECU valued at cur-
rent market rates, for which daily
quotations at noon Finnish time are
used. Since 8 September 1992 the
markka has been floating. Trade-
weighted currency index (Column 2):
The weights are moving averages of
the shares of (currently) 14 countriesin
Finland's foreign merchandise trade
(only convertible currencies are in-
cluded). The payments currency in-
dex (Column 3): The weights are mov-
ing averages of shares of payments
currencies (14 convertible currencies)
in Finland's foreign trade. The MERM
index (Column 4): The weights are
fixed 1977 weights computed on the
basis of the IMF's world trade model; 14
currencies are included in this index.

FINANCING

Table 5.1 Source: Statistics Finland.
The public comprises households and
non-profit institutions, enterprises
(excl. financial institutions) and the
local government sector. The table is
based on new classifications of Statis-
tics Finland applied since March 1981.
Series before March 1991 have been re-
classified by the Bank of Finland to con-
form 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 in-
cludes some liabilities held by entities
not covered by the above definition of
the public.

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

overnment. Foreign currency credits
Column 5) are mainly granted by
commercial banks and Postipankki.

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland's foreign

S26 claims + banks' foreign claims (incl.

Bulletin 8+ 94

foreign claims of banks' foreign
branches) —the Bank of Finland's for-
eign liabilities -banks' foreign liabilities
(incl. foreign liabilities of banks' for-
eign 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 govern-
ment — the central government's de-
posits with the Bank of Finland and
Postipankki —loans granted from state
funds through banks. Claims on the
public (incl. loca! government), (Col-
umn 3) = the Bank of Finland's claims
on the private sector + banks' claims
on the private sector (loans to the
public, bonds and debentures (excl.
government bonds and bank deben-
tures), claims on other financial institu-
tions, shares held by banks). Other
items, net (Column 5) = capital ac-
counts and other items of the Bank of
Finland (incl. private sector time de-
posits with the Bank of Finland) + cap-
ital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CDs held by the public, other
market funding and foreign currenc

deposits by the public). M, (Column 6
= currency in circulation — banks' till
money + markka cheque and postal
giro account deposits and transac-
tions account deposits held by the
public. M(Column 7) = M, + quasi-
money (markka time deposits held by
the public, excl. deposits with the
Bank of Finland). M,(Column 8) = M, +
bank CDs held by the public.

Table 5.4 Source: State Treasury
Office. Other foreign currency-denom-
inated debt (Column 2) consists of oth-
er bonds and debentures and long-
term promissory notes. Other bonds
and debentures are so-called private
placings; long-term promissory notes
are bank loans. Miscellaneous items
(Column 7) include, inter alia, the liabil-
ity for coinage (total coinage), promis-
sory notes given to international finan-
cial organizations and, as a minus
item, the liability to the State Pension
Fund. Outstanding lending (Col-
umn 10) comprises the stock of loans
granted from the central government
budget and from extra-budgetary
funds. Cash funds (Column 11) com-
prise the cash funds held in central
government accounting offices, funds
held in cheque and postal giro ac-
counts, as well as placements of cen-
tral government cash funds. The main
part of the latter is reserved for cover-
ing transferable allocations budgeted
in previous years (for details, see the
article "State Borrowing and Cash
Management' by Pekka Laajanen and
Pekka Saarinen in the August 1987 is-
sue of the Bulletin). Transferable allo-
cations amounted to FIM 8.1 billion at
the end of 1988.

Table 5.5 Source: Table B: Statistics
Finland from the beginning of 1991.
Tables A and B include markka-de-
nominated bonds issued by Finnish is-
suers in Finland and abroad as well as
those issued by foreign issuers in Fin-
land. Table C includes transactions in
markka-denominated bonds outside
the Helsinki Stock Exchange. Inter-
bank transactions (Columni) and
transactions (purchases and sales)
between banks and customers (Col-
umn 2) are transactions by the banks

entitled to central bank financing. The
State Treasury and the five largest
banks (KOP, Okobank, Postipankki,
Skopbank and Union Bank of Finland)
agreed on a market making arrange-
ment for benchmark government
bonds with effect from 1 August 1992.
Evli Securities Ltd (from 1 December
1993 Evli Fixed Income Securities)
was accepted as primary dealer with
effect from 1 May 1993 and the Danish
broking firm Unibérs Securities from 1
October 1993. Unibdrs is the first for-
eign primary dealer in benchmark
government bonds; it has not estab-
lished operations in Finland. The pri-
mary dealers' quotes are published
daily (page JVKD on Reuters). Pur-
chases from and sales to others (Col-
umns 4 and 5) consist of transactions
in benchmark government bonds be-
tween primary dealers and other par-
ties. Other parties refer to all parties
that are not primary dealers.

Table 5.6 Source: The Helsinki
Stock Exchange.

6 BALANCE OF PAYMENTS,
FOREIGN LIABILITIES AND

Table 6.1 The figures for the trade
and goods and services accounts are
compiled in accordance with the Sys-
tem of National Accounts. The figures
for investment income and expendi-
ture (Columns 7 and 16) include rein-
vested earnings on direct investment.
Preliminary data on reinvested earn-
ings in the previous year have been in-
cluded in the current account figures.
(The annual figure is divided evenly
between quarterly fi%ures.)

Tables 6.2-6.4 Since the begin-
ning of 1994, the former capital ac-
count of Finland's balance of pay-
ments has been compiled according
to the IMF's new recommendations
(IMF Balance of Payments Manual,
Fifth Edition, 1993). As a result of the
new classification, the contents of
many of the items in the capital and fi-
nancial account have been revised to
some extent. In the same context, a
number of other revisions and clarifica-
tions have been made. The main chang-
es are listed below.

Table 6.2 Short-term foreign ex-
change transfers related to cash man-
agement flows between direct inves-
tors and their direct investment enter-
prises are classified as direct invest-
ment (Columns 1 and 14). Loans
received by resident direct investors
from group 'in-house' finance compa-
nies located abroad (intra-group
loans) are classified as loans under
other investment (Columns 9 and 21).
Money market instruments are classi-
fied as portfolio investment (Columns
5 and 17). Premiums and margin pa}/-
ments arising from transactions in fi-
nancial derivatives are included as a
new item under portfolio investment
(Columns 6 and 18). Financial deriva-
tives also include payments arising
from currency and interest rate swaps
related to loans, ie outstanding loans
are recorded according to the original
loan contract. Medium-term notes

MTNs) are included under bonds
Columns 3 and 16). The category oth-
er investment (Columns 8-12 and 20-
24) covers transactions related to



trade credits, loans, currency and de-
posits and other assets and liabilities.
Transactions in assets and liabilities
related to short- and long-term suppli-
er credits and advance payments re-
lated to imports and exports are re-
corded under trade credits (Columns
8 and 20). The item 'Other' (Columns
11 and 23) includes transactions in
short- and long-term assets and liabil-
ities of different sectors not covered by
any of the items above. in addition, this
category includes changes in the cen-
tral government'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' comprises banks' other
short-term assets and liabilities (in
practice interbank deposits). The cen-
tral bank's reserve assets (Column 27)
comprise gold, special drawings
rights (SDRs), the reserve position in the
IMF and convertible currency claims.

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 in-
clude the impact of changes in ex-
changerates.

Table 6.4 This contains data on Fin-
land's net international investment po-
sition (liabilities less assets) classified
by sector.

7 FOREIGN TRADE

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

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

Table7.4 The regional and coun-
try grouping is based onthe classifica-
tion according to Finnish Official Sta-
tistics | A.

DEVELOPMENTS

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

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

Table 8.4 The indicator of under-
lying inflation (Column 6) is the
consumer price index from which the
effect of indirect taxes, subsidies and
housing-related capital costs (house
prices and mortgage interest pay-
ments) has been removed (see the ar-
ticle by Pentti Pikkarainen and Timo
Tyrvéinen in the June—July 1993 issue
of the Bulletin). Statistics Finland cal-
culates the indicator and publishes it
together with the consumer price in-
dex on the 15th of every month (or the
next business day). Itis lagged by one
month in comparison with the consum-
er price index.

Table 8.6 Source: Ministry of
Finance.

VoONOGIAW N~
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Long-term indicators

The Bank of Finland's foreign exchange reserves
and forward position

Forward market

Rates of interest set by the Bank of Finland
Banks' liquidity position with the Bank of Finland
Liquidity management interest rates

HELIB R rates of interest, daily

HELIBOR rates of interest, monthly

Differential between Finnish and

German interest rates

. Yields on bonds
. Bank of Finland currency index and

the markka value of the ECU

. Daily spot rates for the markka

against the Deutschmark and the US dollar

. Daily spot rates for the markka

against the pound sterling and the Swedish krona
onthly spot rates for the markka

against the Deutschmark and the US dollar
onthly spot rates for the markka

against the pound sterling and the Swedish krona

. Banks' markka lending rates

and markka funding rates

. Bank funding from the public
. Bank lending to the public
. Money supply

Current account

. Net interest and dividend expenditure

. Balance of payments

. Foreign debt

. Foreign trade

. Foreign trade: prices and terms of trade
. Finland's export performance

. Production

. Fixed investment

. Employment and the unemployment rate
. Prices and wages

. Central government finances

. Central government debt
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1.

LONG-TERM INDICATORS

1

1955

28

60 65 70

. GDR change in volume

from the previous year, per
cent

Consumer prices, change
from the previous year, per
cent

Unemployment rate, per
cent

Current account, as a
percentage of GDP

Fixed investment, as a

‘ percentage of GDP
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES AND FORWARD POSITION

60 1. Foreign exchange
reserves plus forward
position

2. Foreign exchange
reserves
=
Ll
E
1989 1990 1991 1992 1993 1994
3. FORWARD MARKET

30 1. Forward exchange
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of Finland from banks
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= 3. Forward exchange solc
o 1 by foreign banks to
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4. RATES OF INTEREST SET BY THE BANK OF FINLAND
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5. BANKS' LIQUIDITY POSITION WITH THE BANK OF FINLAND

6,000 1. Liquidity credits ()
2. Call money deposits
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8. HELIBOR RATES OF INTEREST, MONTHLY
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9. DIFFERENTIAL BETWEEN FINNISH AND GERMAN INTEREST RATES
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11.

BANK OF FINLAND CURRENCY INDEX AND THE MARKKA VALUE OF THE ECU

144 7.1 Until 7 June 1991, the Bank of
’ S A Finland currency index. From 7
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14. MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR
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17. BANK FUNDING FROM THE PUBLIC
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19. MONEY SUPPLY
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20. CURRENT ACCOUNT
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21. NET INTEREST AND DIVIDEND EXPENDITURE
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22, BALANCE OF PAYMENTS
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23. FOREIGN DEBT
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24. FOREIGN TRADE
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27. PRODUCTION
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29. EMPLOYMENT AND THE UNEMPLOYMENT RATE

2,600 1 1. Employment, 1000
el ersons

2,400 P p

2,300 S 2. Unemployment rate,
2,200 ™ per cent
2,100
2,000 —

1’900 (HER NN AN N N NN AN NN NN ENE NN

1000s

20

15
% 10 //
5

0 I NN NN NN NN RN NN ENENEEN NN

1989 1990 1991 1992 1993 1994

30. PRICES AND WAGES
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31. CENTRAL GOVERNMENT FINANCES
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32. CENTRAL GOVERNMENT DEBT
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30 June 1994

THE PARLIAMENTARY SUPERVISORY BOARD

PENTTI MAKI-HAKOLA, Chairman ~ MAURI MIETTINEN JORN DONNER
JUSS| RANTA, Vice Chairman TUULIKKI HAMALAINEN ESKO SEPPANEN
PAAVO VAYRYNEN OLAVI ALA-NISSILA TELLERVO RENKO
THE BOARD

SIRKKA HAMALAINEN, Chairman

HARRI HOLKERI KALEVI SORSA
ESKO OLLILA MATTI VANHALA
DIRECTOR

PENTTI KOIVIKKO

DEPARTMENTS AND OTHER UNITS

Accounting OSS| LEPPANEN
Administration URPO LEVO

Data Processing PERTTI SIMOLA
Economics JOHNNY AKERHOLM
Financial Markets KAARLO JANNARI,

Advisers to the Board: HEIKKI KOSKENKYLA,
PETER NYBERG, RALF PAULI

Information ANTTI JUUSELA

Internal Audit TIMO MANNISTO

International Secretariat KIELL PETER SODERLUND
Legal Affairs ARNO LINDGREN

Market Operations MARKUS FOGELHOLM
Monetary Policy PENTTI PIKKARAINEN

Organization and Management Development

PIRKKO POHJOISAHO-AARTI
Payments and Settlement RAIMO HYVARINEN
Payment Instruments ANTTI HEINONEN

Personnel RITTA JOKINEN, L
Adviser to the Board: ANTON MAKELA

Publication and Language Services ANTERO ARIMO

Research PEKKA ILMAKUNNAS,
Adviser to the Board: KARI PUUMANEN

Security JYRKI AHVONEN
Information Services ESA OJANEN
Eastern European Economies KARI PEKONEN

Management Secretarial Staff HEIKKI T. HAMALAINEN,
Secretary to the Parliamentary Supervisory Board
and the Board of Management

Kuopio, Oulu, Tampere, Turky

SHETEC OY (Security Printing House fully owned by the Bank of Finland)

VELI TARVAINEN, Managing Director

*  Since 1 October 1993, the Financial Supervision Authority has functioned as an independent body in connection with

the Bank of Finland.
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