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MONETARY POLICY IN 1970

Finnish monetary policy in 1970, which was
designed to dampen the economic upswing,
continued the course set the year before by
gradually tightening the restrictions placed by
the central bank on the commercial banks’
credit extension. In the first part of the year the
main intention was to limit central bank credit
but towards the end of the year, as the current
account deficit increased, efforts were made
also to restrict the financing of imports by
foreign credit.

In September 1969 the Bank of Finland and the
banking institutions had agreed that the in-
crease in bank credit should total at most 90
per cent of the simultaneous growth in deposits.
This agreement was to be implemented by the
end of March 1970. In March it became obvious
that all the banking institutions would not be
able to fulfil these requirements. Their diffi-
culties were increased because the counter-
cyclical and investment deposit arrangements
made towards the end of 1969 had adversely
influenced the banks’ liquidity position and
changed the basis on which central bank credit
was made available to them. The Bank of
Finland therefore announced that it did not
intend to enforce the agreement. The prevailing
cyclical situation and the expected decline on
the current account, however, necessitated the
continuation of a restrictive credit policy. Con-
sequently the Bank reduced the commercial
banks’ credit quotas from 75 per cent to 65 per
cent of the September 1969 level. At the same
time the relative quotas of the central banks of
the savings and co-operative banks was in-
creased. Furthermore the Bank of Finland
emphasized that the commercial banks should,
within their own credit quotas, pursue a strict
credit policy aimed at minimizing cyclical fluc-
tuations and limit their credits mainly to those
projects already underway. Credit which di-
rectly or indirectly would increase the imports
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of finished consumer goods was especially to
be avoided.

In spite of some restraint in the financial market
caused by the accrual of counter-cyclical
deposits and from March onwards the sale of
deposit certificates total demand continued
to expand strongly and the trade account
deficit increased. For this reason the Bank
decided to maintain stringent conditions in the
financial market. Because of seasonal develop-
ments the business sector's demand for credit
increased greatly in the autumn. Therefore,
the quotas were increased to 80 per cent of the
September 1969 level for October and Novem-
ber. Furthermore the December 1970 quota
was increased to 110 per cent of the September
1969 level because the need for central bank
credit always increases during the Christmas
season, especially because of the growth in the
note circulation,

In October 1970 the Bank of Finland conducted
negotiations with the commercial banks on
how to strengthen the required credit policy.
At that time the banks were advised to refrain
as far as possible from granting new credit and
in particular to limit those loans that would
increase consumption and import demand. The
banks were also instructed to avoid financing
new investment projects so as to encourage
firms to defer these for the time being. Those
commercial banks which had exceeded or
come close to exceeding their credit quotas
were simultaneously required to cut the amount
of commodity and bill credit they had reserved
for their customers and for the hire purchase
companies by a minimum of 20 per cent by
not later than the beginning of December. In
addition, the Bank of Finland authorized the
commercial banks to collect a special commis-
sion on credit reservations.



The banks’ need for cash in excess of their
credit quotas was satisfied by the Bank of
Finland by purchases of bonds under a re-
purchase obligation. However, this procedure
did not work as well as expected. Conse-
quently the Bank Supervisors of the Diet ac-
cepted the proposal of the Board of Manage-
ment of the Bank that a maximum 4 per cent
penalty rate of interest on the banks’ central
bank liability be reintroduced. This came into
effect at the beginning of 1971. Also of signifi-
cance were the policy measures taken by the
Bank to check the inflow of foreign capital,
which was expanding vigorously. These re-
stricted the opportunities open to the author-
ized banks to obtain foreign capital and depos-
its and to finance imports by short term for-
eign capital.

SPECIAL CREDIT ARRANGEMENTS

A special arrangement for domestic suppliers’
credit was continued in 1970. To secure the
conformity of this scheme with the prevailing
monetary policy it was decided in October i.a.
to postpone any projects based on this arrange-
ment that would involve new investment
expenditure. It was further decided that the
minimum value of deliveries to be financed
through this scheme be 500 000 marks. The
previous share of the Bank of Finland in
financing these projects, i.e. 20 per cent of the
total credit needed for a delivery, was kept
unchanged.

COUNTER-CYCLICAL POLICY

As a result of the counter-cyclical policy ar-
rangements introduced towards the end of
1969, special counter-cyclical and investment
deposits began to accrue at the Bank of
Finland in January 1970. In the autumn
the Government concluded an agreement
with the central organizations of industry
on increasing the original 400 million
marks to 600 million. However, the negotia-

tions on the continuation of the stabilization
policy later in the vyear, resulted i.a. in the
imposition of a special counter-cyclical tax on
the wood-processing industry. The counter-
cyclical agreement made in Qctober contained
a clause on the basis of which the agreement
itself became invalid as a result of the enactment
of the new tax. The Bank of Finland returned to
the firms the counter-cyclical deposits they had
made under the October agreement. Conse-
quently the Cabinet also decided in January
1971 to relieve the wood-processing industry
of its obligation to pay that part of the counter-
cyclical deposits which, according to the origi-
nal agreement, was to be made after October
1970.

At the end of January 1971, by which time
according to the original agreement the accu-
mulation of counter-cyclical deposits was to
stop, 245 million marks had been collected.
At the same time, there was also 87 million of
new investment deposits, which, according to
the calculation of the Bank, corresponded to
a 183 million mark transfer to investment funds.
The ship-owners had been offered as an alter-
native 1o regular counter-cyclical deposits the
chance to accumulate special deposits for the
acquisition of new vessels. Two million marks
had been collected by the Bank under this
scheme by the end of January. Thus a total
of approximately 430 million marks had been
collected from all industries as counter-cyclical
deposits by this date. This means that the
original target of 400 million marks set for
the wood-processing industry was exceeded.

During 1970 the Treasury also made two trans-
fers with a total value of 100 million marks on a
special blocked account at the Bank of Fin-
land, which invested them, in accordance
with the law on governmental counter-cyclical
funds, mainly in foreign claims. A government
bill intended to increase the governmental
counter-cyclical fund by another 150 million
marks was passed to Parliament in January
1971.

February 26, 1971.



BANK OF FINLAND Mill. mk
1970 1971

Feb. 27 Dec. 31 Feb. 8 Feb. 15 Feb. 23 Feb. 26

Assots
Gold and other foreign assets 1706 1965 2114 2110 2150 2137
God =~ T 190 1721 121 121 121 121
Special drawing rights 88 98 183 183 183 183
"'IMF gold tranche 173" 281 280 280 280 280
Foreign exchange 1091 1344 1414 1410 1453 1440
Foreign bills 1066 86 79 79 76 76

‘Foreign bonds ) 59 "3 387 87 3y~ 37
Claims on domestic banks 539 839 881 801 918 856
" Discounted bills ) 467 827 853 792 905 848
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"Cheque accounts T 63 3 N T 6 9 T
Other lending - LR 283 248 234" 233 232
“Inland bills discounted T T i ’

In foreign currency 7 — — — — —
In Finnish marks 179 137 108 99 100 101

“Loans T T I 1 146 140 135 133 131

Other assets T 814 689 661 734 665 731
Finnish bonds i 187 64 30 108 38 105
“Finnish coin 11 8 14~ 715 15 15

Currency subscription to Finland’s quota h T

in the IME 352 518 518 518 518 518
" Other ciaims 64 99 99 7 ez 7 94 o3
T " " Total 3170 3776 3904 3879 3966 3956
Liabilities
Notes in circulation 1209 1344 1195 1202 1207 1280
Liabilities payable on demand B T-T 126 129 97 181 96
" Foreign exchange accounts 38 94 5 69 68 67
"Mark accounts of holders abroad 18 12 T 10 10
Cheaue s ! _ _

Treasury 18 2 26 3 8b 3
Post Office Bank 78 VT 2 4 2

" Private banks T 22 1 - -
Other 1 3 3 1 3 3
Other sight liabilities 12 10 i 11 "M
Term liabilities 390 633 822 822 821 821

: -..]Eoreigﬁm_ T 8 o ._ —___ ._:_“ T _“__ T _;
“Domestic - T 382 633 822 822 821 821
IMF mark accounts 352 518 518 518 518 518
Allocations of special drawing rights 88 88 173 173 173 173
Equalization accounts 7409 404 397 396 394 395
Bank's own funds - Y 663 670 671 672 673

Capital - e T T 300 600 600 600 '600 600
Reserve fund 2000 0T 32 32 32 32
Profits undisposed T 28 —_ 32 32 327 32
Earnings less expenses (Dec. 31. Net U o T
profit) 9 63 6 7 8 9
T - " “Total 3170 3776 3904 3879 3966 3956



BANK OF FINLAND Mill. mk
Gold and foreign accounts Treasury
End of o
R Gummd orBulh JOUE. one O g Clim Ui ol
exchange and mark (1—-2) assets liabilities (3+4—5) Treasury account  Treasury
accounts —
1 2 3 4 [ 6 7 8 9

1964 974 85 889 76 83 882 9 5 4
1965 861 45 816 84 57 843 — 1 1 — 2
1066 656 61 495 81 101 475 10 40 —30
1967 701 75 626 98 %4 30  — 7 4 —11
1968 1353 62 1291 126 34 1382 —364 3 —357
1969 1268 92 1176 517 360 1333 ~ —196 4 —200
1970 1844 106 1738 639 518 1869  —118 2 —120
1970
Jan 1394 57 1337 516 359 1493 187 1 —188
Feb. 1642 54 1488 516 360 1644 —185 18 —203
March 1469 54 1415 524 369 1580 —175 12 —187
April 1485 58 1427 546 356 1617 707 a7
May 1537 50 1477 539 3566 1660 —167 1 —168
June 1586 85 1501 515 352 1664 —163 1 164
July 1642 83 1559 451 331 1679 —160 2 —162
Aug. 1685 78 1607 440 331 1716 —149 1 —150
Sept. 1696 78 1618 448 336 1730 —147 3 180
Oct. 1788 74 1714 431 326 1819 —141 70 —211
Nov. 1737 85 1652 436 326 1762 —137 62 199
Dec 1844 106 1738 639 518 189 118 2 —120
1971
Jan. 1992 76 1916 635 518 2033 —118 2 —120
Feb. 2024 77 1947 631 518 2 060 115 3 —118
FOREIGN EXCHANGE SITUATION Mill. mk

Net holdings, Dec. 31, 1970 Net holdings, Jan. 29, 1971 Change

?:?,:il;noj Other Total ?:f,n::; Other Total January
God .. 121 @ —= 121 12 o o — f2v —
Special drawing rights 98 - 9% 18 _— 183 + 85
IMF gold tranche .. 280  — 280 280 - 280 -
Convertiple currencies 13802 —103 1199 1300 —48 1252 _.+ 583
Other currencies —63__ —8 =11 32 — 4. 28 +99
Total 1738 —111___ 1627 1916  —52 1864 +237

4




BANK OF FINLAND Mill. mk

Domestic banks Other
End of Liabilities, .
Vema(; nat?1d coBinst-ed c%i?\its:;d Cheque Cheque accounts N°:n°!“|‘";“s kl)zl[l[gn% Other  Liabiities y:tthce::a:g;: crl\lrgltj?:tllgn
bills bills socounts! b ate  Post Office (1 +b2+gi4 Frxnnar;;(ssh advances aco:omy
banks 2 Bank 2 —5) (7+8—9)

1 2 3 4 b [] 7 8 9 10 1
1964 — 448 — 16 50 382 78 92 2 168 1003
1965 — 641 — 12 8 621 76 72 32 116 1029
1966 — 95— 14 17 884 180 85 72 193 1106
1967 — 868  — 156 3B 678 197 383 56 524 1052
1968  — 618 107 163 16 546 186 195 43 338 1160
1969  — 550 87 93 12 532 192 269 25 436 1298
1970 827 9 3 1 4 834 137 246 528 —145 1344
1970
Jan. 462 36 75 83 13 477 183 189 1567 215 1178
Feb. 468 9 63 64 83 393 179 197 165 211 1208
March 585 4 98 41 50 596 167 192 450 — 91 1190
April 553 7 88 41 1B 562 157 179 437 —101 1 206
May 531 8 44 4 8 534 181 176 466 —139 1258
June 590 7 40 42 5 590 161 168 549 —230 1265
July 683 4 17 47 6 651 163 169 579 —247 1226
Aug. 664 12 28 — 1 703 162 161 553 —230 1238
Sept. 687 8 23  — 3 715 147 162 551 —242 1226
oct. 737 8 13  — 3 755 150 156 663 —357 1263
Nov. 818 8 46 45 827 134 161 674 —379 1279
Dec. 827 g 3 177747 g3 137 246 628 145 1344
1971
Jan. 731 2 3 - 3 733 123 248 668 —297 1255
Feb. 848 7 1 — 2 854 101 224 720 —395 1280
2 g e e s o
SELLING RATES FOR FOREIGN EXCHANGE Mk

Feb. 28, 1971

New York 1% 4176 Frankfurt 0. M. 100 DM 114.94 Vienna 1008 1614
Montreal 1§  4.148 Amsterdam 100 Fl 116.17 Lisbon 100 Esc  14.70
‘London 1£ 10095  Brussels 100 Fr  8.415  Reykjavik 100 Kr 476
Stockholm 100 Kr  80.85 Zurich 100 Fr  97.10 Madrid 100 Pta  6.03
Oslo © 100 Kr  58.47 * Paris " 100FF 75.70 Moscow ! 1Rbl 46799
Copenhagen 100Kr 5682  Rome  100Lit 06710  Clearing dollars2 1 Cl § 4212

! Clearing account; also Bucharest.
2 Berlin, Budapest, Sofia.



DEPOSITS BY THE PUBLIC Mill. mk
Sight deposits Term deposits

End of

year Cheque accounts Postal . . ‘ ( 21;_%‘1"9)
month giro Commer-  Savings  Co-op. Of(f)lite Co-op. Al credit

Commer-  All credit accounts cial banks banks banks Bank stores institutions
cial banks institutions
1 2 3 4 5 8 7 8 9 10
1963 7291 8760  250.3 24516 2336.6 14375 6485 3107 71850 8311.3
1964  697.2 8554 2965 28340 26147 16641 7138 3314 81582 93101
1965 6769 8437 3004 31826 29544 19310 7732 3672 91986 103617
1966  630.8  849.4 3180 36609 33299 22021 863.6 3807 10437.3 11604.7
1967 661.5 8340 3400 41031 36446 24173 9412  431.3 11537.9 1271238
1968 8562 1087.6 4284 4597.8 39664 26831 1027.2 4650 12739.8 1425638
1969  1057.4 13739 5208 52363 43331 30216 11160 5216 142287 16123.4
1970 11427 15058 6033 60987 48516 34686 1267.6 5742 102707 183798
1970
Jan. 10603 13240 5681 52991 43897 30689 11390 5286 144253 16317.4
Feb. 10609 13167 5752 6381.2 44504 3131.5 11644 5359 14663.4 1665643
March 1098.3 13714 5424 654165 44758 31500 11720 541.8 147668 166796
April 11331 1390.8 5727 54893 45020 3193.2 11880 5440 149165 16880.0
May 10740 13443 5638 55627 45409 32190 11883 5453 15066.2 169643
June 11104 13767 6552 5591.5 45226 31866 11866  540.5 15027.6 169596
July  1067.9 13453 529.3 56065 45407 32024 11927 5400 15081.3 16 955.9
Aug. 10014 12911 5549 5641.9 45843 32404 11984  539.2 152042 17050.2
pt. 10947 14097 522.6  5691.9 46323 32886 12109 5531 153768 17309.1

Oct.  1047.8 13510 4992 57149 46569 33193 12213 657.6 154700 173202
Nov. ~ 11010 13960 5543 5777.4 47037 33724 12305  569.2 15643.2 175935
Dec. 11427 15058  603.3 6098.7 4851.6 34586 1287.6 b674.2 162707 18379.8
1971
Jan. 11328 14371 6568 6139.7 49033 35141 13092 5807 16447.0 185409

40

30—~

100% Index~tied deposits

g 12 month deposits 6%
r ~

T T
% SPECIAL TERM DEPOSITS, SHARE OF TOTAL DEPOSITS, PER CENT

a. 24 month deposits 6.0%
b. 12 month deposits 5.0%
c. 6 month deposits 4.5%

20

[

AN NN R
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ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk
Advances granted by Types of advances
yggsa%fd . L (‘;r :::alrv g‘u%np%
month Commer- Savings  post Offica  Co-op. Mortgage °8al“s Chequs (6 and 7)
cial banks banks Bank banks banks Bills credits
1 2 3 4 5 [ 7 8 9

1963  3621.3 21345 5440 16089 6643 82262 3468 85730  1986.5
1964 41532 23180 6077 18207 8294 93205 4085 97290 20425
1965~ 45974 26092 7166 20306 8994 104396 4135 108531 2085.0
1966 520654 29514 7839 22610 9088 116307  479.8 121105 22217
1967 65680 32477 8690 24243 10269 125989  527.9 131268 2183.
1968 58655 34484 9403 26005 10530 134195  488.2 13907.7 26687
1969 68922 38028 10491 29221 12904 153750 5816 159566 31381
1970 79635 43427 12449 34057 14540 177525  658.3 184108  3959.3
1970
Jan. 69444 38349 10705 29481 13177 156169 5987 161156 31643
Feb. 70606 38536 10895 29781 13186 156670 6334 163004 32165
March 71003 38830 10981 29942 13336 157707 _ 6384 164091 34857
Aprl 73005 39472 1119.0 30297 13178 160054  708.8 167142 35343
May 73365 39919 11193 30684 13372 161859 6674 168533 3655.5
June 74331 40220 11303 30963 13568 163480 6885 170365 36275
July 74640 40648 11545 31371 18379.3 165039 6958 171997 3595.0
Aug. 75225 41150 11665 31777 13809 166612  701.4 173626 3556.5
Sept. 76832 41851 11844 32371 13781 169640 7039 17667.9 36283
Oct. 78678 42639 11996 33076 13808 172860 7337 180197 3698.8
Nov. 79291 43213 12266 33669 14312 175566 7175 182741 3829.1
Dec. 79635 43427 12449 34057 14540 177525 _ 6683 184108 39593
1971
Jan, 80846 4379.9 12767 34385 14529 179547 6779 186326 3939.8

Mill-mk SEASONALLY ADJUSTED; END OF MONTH FIGURES ' 1
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STATE FINANCES Mill. mk
Jan.—Nov. Jan.—Nov.
Revenue Expenditure
1969 1970 1969 1970
Income and property tax (net) 2 305 2710 Wages. salaries, pensions etc. 7 501 1647
Gross receipts S (53_82_) (6 _3"6'8")' Repair and maintenance o 228 252
Refunds & local authorities (-—3077) (—3658) Other consumption expenditure 593 671
Other taxes on income and Total consumption expenditure 2 322 2570
property B 53 58 State aid to local authorltles 1214 1372
Employers’ child allowance State aid to industries ) 966 1215
payments 542 601 of which: agric. price subsidies (724) (877)
Sales tax 2107 2460 Crig aflowances 261 280
Revenue from Alcohol Monopoly 467 590 Siare in national pensions and
Customs duties & import charges 358 417 health insurance 376 380
Export levy 129 ™ Other transfer ta_)zr;éﬁdltu;m 862 963
Excise duty on tobacco 405 392 Total transfer expenditure 3699 4210
» » on liquid fuel 515 571 I —
Other excise duties 217 257 _l\_/l_a_chmery and 9qU|_pment 233 277
Tax on autom. and motor'cycles 267 299 House construction . ._..___._241_—235
g"c'é_r'hp duties 181 204 _I__and and wateanay construc‘_uo_n_____619 589
Special diesel etc. vehicles tax 38 42 Total real mvestment . 1 166.__._ LO'I
Other taxes and similar revenue 61 136 Interest on State debt 214 218
T " Total taxes 7 645 8737 Index compensatlons D 25
-[.VliS(-:é”aneOUS revenue B 437 ' ;4_3 Net deficit of State enterpnses 81 33
interest. dividends etc. 134 {ps  Other expenditure _ 4 8
Sales and depreciation of property 65 72 Total other e)sp__e_rlditure _ 333 282
Redemptlons of loans granted ' 149 167 Increase in inventories —12 + 5
Total revenue 8430 9558 Lending 616 591
T Other financial investment 133 219
Foreign bO"OW'“g _ 212 0 Total expenditure 8257 8978
Domestic borrowing 578 511~ . .
Total borrowing 286 17 Redemption of foreign loans _ 144 121_
- - Redemptlon of domestlc Ioans 555 505
Deficit ( +) or surplus (—) —264  —465 Total redemptlons ) o 6'9'@' " 626
Total 8 956 9604 Total 8 956 9 604
1967 1968 1969 1970 1971
State debt —_ J— —_—

Dec. Dec. Dec. Oct. Nov. Dsc. Jan.
Foreign debt 1844 2074 1656 1497 1490 1657 15651
Loans 2013 2160 2316 2 309 2314 2 437 2439
Compensatory obllgatlons 5 5 4 3 3 3

Short-term credit .~ 167 7320 188 53 46

Cash debt (net) — 12 — 256 — 217 —557 —568
Domestic debt 2173 2229 2 261 1808 1795 N

Total State debt 4017 4303 3917 3305 3285

955 1028 791 786

933

Total debt, mill. $



FOREIGN TRADE Mill. mk
Velus mill. mk indies o suports and
Periad Surplus of Period Volume Unit value
Exports Imports exports (+) Terms of
f.o.b. c.i.f or imports trade
— Exports Imports Exports Imports
1966 48169 56244~ —7075 1966 122 185 112 104 108
1967  5231.2 57944 —b63.2 1967 129 135 116 110 105
1968 68742 67109 = +1633 1968 143 129 136 132 103
1969 8344.7 8504.8 _—160.1 1969 167 160 141 135 104
1970 96867 = 110769 ~ —1390.2 1970 172 183 159 154 103
1969 1968
Oct. 884.9 _885.0 +199  Jan-Mar. 120 116 132 133 99
Nov. 7144 747.3 — 329  Apr-June 150 141 137 131 105
Dec. 846.9 9224 — 765 July-Sept. 142 116 136 131 103
Oct-Dec. 161 145 139 132 106
1970*
. .0 A — 10.
— T I =
O VS T JancMar. 140 147 138 134 108
March 731.2 792.9 — 61.7 e e et
__._..: . Ceee e ——— [ [ Apr._June 164 151 139 135 103
April 813.7 982.5 —168.8 Sk
e - w=te——  July-Sept. 174 1563 142 134 106
May 8220 O =87 Oct-Dec. 190 187 146 138 106
June 8058 825.3 185 ST
July 782.3 _866.1 — 833
798.1 + 26.4 1970*
10196 ~ —143.6 Jan-Mar. 148 154 159 152 1056
9647 — 52.7 Apr-June 173 180 159 154 103
991.3 —141.6 July-Sept. 178 176 158 155 102
Dec. 9144 14178  —503.4 Oct-Dec. 189 216 160 159 101
IndeX[""UNIT VALUE INDICES 1962-100 7] "X SEASONALLY ADJUSTED VOLUME 1962 - 100 -~
| [
160 1 — | 200 — /]
r1g 1
/"-— "
140 Exports f.o.b. ,’ 180 . .'l ,\
e m———— Total exports J? o
F anorts cif 4
120 160 ,[\—l'.
— 'l \‘l
‘4‘“&“.---“", St e e, o \ 4 Total imports
100 *" Terms of trade " 14015 - ¥
| £z nl d \"', \ ,"\\ /;
LS
S T T G O B PO et 1T Y, O Y O O B
1967 1968 1969 1970 1967 1968 1969 1970
2 7788—71 9



FOREIGN TRADE BY MAIN GROUPS

Mill. mk

Exports, f.o.b.

Imports, ci.f.

- R Finished good
Period Agri- Round  Wood Paper ’\gi?,tgé}i:g- Other materisls Fuels and niehed goods
cultural  and hewn industry  industry industry goods and pre-  jubricants . .
products timber  products products products ducer Investment Consumer
goods goods goods
1966 264.0 59.0 863.56 22097.0 877.2 456.2 24505 589.8 14485 1035.6
1967 2614 543 8657 23845 1080.6 5847 25459 6682 14628 11175
1968 327.4 55.5 1157.7 29940 15664 ~7735 3023. 874.0 15242 1289.6
1969 360.2 71.9 14004 33739 20118 11266 36929 948.6 22294 1633.9
1970 426.3 88.0 15440 37894 2437.2 1401.8 49181 12493 29055 2004.0
1969*
Oct. 24.9 79 1586 3372 2351 1212 3669 969 2438 1574
Nov. 262 _ 85 1306 2017 1442 1132 3371 994 1460 1648
Dec. 58.8 53 1214 301.8 256.8 101.8 4340 719 2349 1816
1970*
Jan. 53.4 14 1120 2954 1994 964 3308 1335  166.2 1376
Feb. 265 17 643 2632 1470 1044 3145 699 2030 1644
March 47.0 07 627 3083 191.0 1215 3328 548 2455  150.8
April 29.0 3.1 94.9 333.4 2196 183.7 443.7 73.4 2508  214.6
May 37.3 9.4 1314 325.6 2120  106.3 409.4 110.0 222.8 1665
June 27.1 10.7  150.6 316.7 1926 1081  395.9 89.9 200.1 139.4
July 25.1 10.9 163.1 311.6 1823 89.5 416.8 724 2219  1565.0
Aug. 30.8 12.4 154.2 3432 1633  120.6 336.1 1424 1817 1379
Sept 43.6 12.9 150.0 323.1 202.6 14338 479.8 109.1 243.7 187.0
Oct. 246 110 16156  340.6 2309 1434 4193 1172 2458 1826
Nov. 29.6 66 1457 3121 2344  121.3 4214 1343 2656 170.0
Dec. 52.3 72 1636 3262 2623 1128  617.6 1424 4586 199.2
Mill. mk T - Mill.mk T T
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
3=MONTH MOVING AVERAGES 180 3- MONTH IMOVING AVERAGES 1
1000 - :
A/ 160 "“B-I_Ialeral IIr;por!s c:l.f.
800 ,,J 140
.."‘c-
600 ";F:’ 120
Multilateral exports fo.b. P 100
400 e 80
e s Multllateral. Imports clf. \Bllmeral exmorte ot f'
I 60|~ — - ] T_. a—
goolll Lt L i I RI Al itiibat ey laaitiigiiil 'IHIIIIIIlIIIIIIH[II.IIIIIIIlI'[ Lilitgels
1967 1968 1969 1970 1967 1968 1969 1970
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FOREIGN TRADE BY COUNTRIES Mill. mk

Exports, f.o.b. Imports, cif
January—December January—December
Area and country
1969 1970 1969 1970
% Mill. mk % Mifl. mk % Mill. mk % Mill. mk

OECD countries in Europe 684 5709.2 705 68320 731 62194 726 80427

Austria _ 06 488 08 770 1.1 984 13 1418
Belgium-Luxembourg 2.4 2043 1.9 185.8 1.9 1671 1.9 2185
Denmark 40 3319 41 398.9 35 2945 33 3683
France L 42 3481 37 3638 35 3005 34 3738
Federal Republic of Germany 10.0 836.1 10.6 10294 16.6 1410.0 17.0 1 880 8
Italy - 28 2318 24 2306 20 1748 1.9 2133
Netherlands 44 3657 46 4435 37 3166 36 3990
Norway - 24 1994 3.6 3490 30 2514 24 268.1
Portugal 03 265 03 334 06 513 07 758
Spain 09 797 11 1023 03 272 04 447
Sweden ' 139 1157.2 159 15434 169 14344  17.4 19240
Swizerland 20 167.3 19 179.8 33  280.4 34 3727
United Kingdom ) ) 184 15373 177 171560 164 1391.0 156 17357
Other _ 21 1784 19 1801 03 218 03 29
OECD countries outside Europe 6.9 575.5 5.9 571.2 6.0 510.0 6.5 717.5
Canada ' 06 551 09 930 02 214 03 3556
Japan 03 221 03 249 17 1416 18 1986
United States - 60 4983 47 4533 41 3470 44 4834
Eastern Bloc 176 14691 158 16284 166 14126 162 17939
Czechoslovakia ' 05 388 06 55.5 0.6 484 05 534
Democratic Republic of Germany 0.6 49.3 07 738 0.7 58.7 06 676
People’s Republic of China © 703 239 0.6 54.0 0.3 30.3 02 240
poland 15 1272 1.2 1146 1.4 1224 15 1648
Soviet Union ' 140 11780 119 11514 129 1096.6 125 13814
Other 77 707 s69 08 791 07 6.2 0.9 1027
Latin America 29 2392 27 2612 25  208.2 31 3405
Argentina 07 59.8 07  65.9 0.2 148 01 125
Brazil o4 369 05 479 09 793 11 1227
Colomba 03 204 02 175 _ 07 588 1___2 1275
over T ts i s ims o7 ®ea o7 7ra
Other 42 3617 5.1 4939 18 1646 1.6 1823

GRAND TOTAL 1000 83447 1000 96867 1000 85048  100.0 11076.9

of which

EFTA countries 416 34684 445 43080 447 38014 442 48950
EEC counties 238 19859 283 22631 279 23691  27.8 30825
OECD countries 753 62847 764 74032 791 67294 791 87602
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BALANCE OF PAYMENTS

Visible and

nvestment

1967

1968 1969

Visibl isibl Visibl s Oth Transf
Period exlglortes imglorfs tlrsalczlee T"':,;‘{”" Tr,:me" ser\t/ice;s. i"t‘,l.l:;l;le Income, pag/ﬁggnﬁ;, fcucr;:::
f.o.b. c.if. account net account net net
1968 6832 6730 +102 +481 — 8 —25 +550 —276 -5
1869 8 296 8528 —232 +579 + 4 —13 +33§ —323 1T
1970 9635 11100 —1465 +7_82 +142 + 2 —53_9 ) ——39?____"_ ) —18
Jan.-Mar
1968 1385 1615 —130 +103 — 16 _— 58
1969 1696 1944 —248 +128 — 20 — b7
1970 2074 2 309 —235 +167 — 9 — 3 — 80 — 86
Apr.-June
1968 1808 1829 — 21 +133 — 12 + 2 +102 — 67 —1 + 34
19__(_59 2002 2008 — 6 +140 — 17 — 6 +111 — 84 —7 + 20
1970 2429 2721 —292 +140 + 10 + 0 —142 — 96 + 1 —237
July-Sept.
1918__ 1 680 1500 +180 +147___ + 32 + 0 ) +359 — 67 —1 4291
1969 2168 2022 +146 +116 + 38 —14 +286 — 80 + 1 +207
1970 247 2690 —219 +196 +109 — 4 + 82 —110 — 1 — 29
Oct.-Dec.
19__68 1959 1886 + 73 +_98 - — 4 +37
1969 2 430 2554 124 +195 + 3 +18 = —2 =12
1970 2661 3380 —719 4279 +32  +9 399 —99 —7 —505
Mill.mk ;
SEASONALLY ADJUSTED QUARTERLY FIGURES
200
0
{122 ]
| 1
—-200¢ — - ‘““r
i
—4001 |||m Visible trade account
Visible and invisible trade account
~500 r_ A CGurrent account
—-800 I | l I I I J [ I l I
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Mill. mk

Miscella- oo Somn Mneous”  Over-all Reserve movements
Drawings Amortiza- LONg- neous Current imnort  export  short-  Surplus/
of tions of term long-term Llong-term  and credits  credits term deficit
long-term  long-term  ©XPort capital capital long-term .4 nre. and pre- capital excl. Other
loans loans  credits, items,  Aaccount  capital pay- pay- itemsincl, TYeServe pankof  foreign
net net! account ents, ments, errorsand MOVe-  Finland  exchange
net net  omissions Ments holders
+1245 —868 —167 —81 +129 +398 +236 — 64 + 28 +697 —664 + 67
+10556 723 —180 —51 +101 +188 +284 311 — 6 +155 +115 —270
+1479 —694 263 —202 +330 —618 +766 4217  +1902 +5b45 —563 + 18
+ 214 140 — 54 + 4 + 24 — 69 +168 +191 + 24 +314 —401 + 87
+ 311 —-201 -~ 8 —15 + 87 — 41 +112 +147 — 46 +172 135 — 37
+ 278 —158 51 + 1 + 70 —107 — 8 +225 + 482 +167 —240 + 83
+ 396 —214 — 18 —18 +146 +180 +190 ~—-144 — 56 +170 —233 + 63
+ 279 —165 — 98 —39 — 13 + 7 —-23 — 92 - 6 —114 +252 138
+ 220 —191 — 69 — 4 — 44 —281 +144 + b2 + 24 — 61 — 86 +147
+ 226 —212 — 14 —29 — 29 +262 — 98 — 27 — 25 +112 — 18 — 94
+ 146 —146 — 17 + 6 — 11 +196 + 34 —284 + 19 — 356 +161 —118
+ 369 176 — 60 —b8 + 66 + 37 + 86 — 2 —129 — 8 —116 +124
+ 409 —302 — 81 —38 — 12 + 25 - 26 — 84 + 85 + 1 —12 + 1
+ 319 221 —5857 — 83 + 38 + 26 +161 — 82 & 27 +132 —153 + 21
+ 622 —170 3 —141  +238 —267 +535 — B8 +247  +457 —121 336
Assets: increase —, decrease +. Liabilities: increase +, decrease —.
1 Including Direct investment net.
2 Including Allocations of special drawing rights 88 million.
Mill.mk T
400!— m"” Current and long-term capital account
& Over-all surplus/deficit excl. reserve movements
200
0
—~200
| | | | | | | | | 1 |
—400 1967 1968 1969 1970
3 7788-71 13



PRICE INDICES
Wholesale prices 1949 =100 Bullding costs
Origin Purpose Stage of processing 964 =100
Period . ; M
Total  Domes- ITt-d dPro- NLarshé‘n- Con- me?tzrigls S;.,Tg_ly elé:l;? Total W?rg];es Building
ar er orate ota n !
goods  goods  goods lonsbort gords andeom- cossed focessed building - materials
d goods trade
1968 276 280 259 ) 271 276 281 SQ_1 264 268______ _1__26 ____1 33_ 1‘!5
1969 285 288 271 283 291 285 313 276 278 131 139 119
1970 207 300 286 299 317 290 329 290 283 188 146 _ 126
1970
April 297 ) _3_00 286 _300 310 _291 330 293 281 138 ) __146 13@ _
May _ 207 209 267 299 313 289 326 293 281 138 146 126 _
June 2?6 298 286 2_97 313 289 324 291 281 138__ ) _146 127 B
July 298 301 285 300 313 292 333 290 282 138 146 127
Aug. 298 302 285 300 31 4 292 332 291 ______283 13_8__1_46 __1_2_7_
Sept. 298 302 285 300 316 202 332 289 284 _ 138 146 127 _
Oct 299 _ 301 290 300 331 _ 289 331 287 287 ~ 138 146 127
Nov. 209 301 ~ 289 209 331 290 333 285 287 138 146 127
_DeC. 300 __;7?03 291 _“_300 3_36 291_ _334 287 289 __13_9 146___128
1971
Jan. 305 307 297 305 345 295 341 290 204 141 148 130
Consumer prices 1967 =100
Con-
c|?s-‘t of  sumer Furniture
Period ving prices Bever-  Clothing Heating h hold Educati Other
Oct. 1ot 0ctoD®C Total  Food ages  and © Ry _31‘&"9 “oquip. . Traffic —and " goods
=100 tobacco  wear lighting op:g‘:ion fecreation o rvices
_]5_3_68 212 166 109 111 110 _ 106 ‘1_(_)7___ 108 109 110_ 108 B _109
1969 217__ 170 112115 _ 111 108 111 109 110 110 110 112
1970 ) 223 1756 1__15 116 _ 11_5___ ___109 116 121 113 113113 N _1'_1_5__
1970
Aprl 222 174 14 116 114 109 116 118 M3 M2z 113 114
May 222 174 114 116 114 109 116 118 118 118 118 114
June 222 174 114 116 114 109 116 119 M3 118 113 115
July 223 175 116 117 114 _109 116 118 11_3_ __?13 113 1_1_5
Aug. 223 175 115 118 14 108 116 118 114 113 113 116
Sept. ___224 _1_7_6 1 15___ ) __1 18 1__1 4 110 11_5 1 21__ 114 1 1__2 113 116
Oct, 224 176 116 17 114 110 115 126 114 118 114 116
Nov. 225 176 W6 117 m4 1 mb 129 0 114 114 114 1170
Dec. 226 177 116 116 114 111 116 131 115 15 114 118
1971
Jan. 228 179 117 117 ) 1;17 i 1__1_1_ _ 11 6 i 137 116 117 ) 1156 122
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WAGES

Index of salary and wage earnings 1964=100

By industries

By institutional sectors

Period
i All All All
Wage earners in Employ- State Munllc- Employ-  galary wage  employ-
Agri- Manu- Con- ses in employ- enlmp?oy- ;rei\s/alt: earmers  earners ees
culture fai?,t; " s{,’gﬁ g services ees ees sector
198 161 142 136 147 141 149 139 142 140 14
1969® 164 154 143 156 1] 158 160 180 150 150
1970 186 169 170 162 189 165 163 156 169 163_
1969*
Jan-Mar. 163 151 1M _ 165 149 1568 147 1560 148 149
Apr-June 160 153 144 156 151 1568 151 160 150 160
July-Sept. 167 154 144 156 1562 168 162 L 151 151
Oct-Dec. 167 167 144 186 = 162 =~ 188 162 161 161 151
178 tee 167 162 159 165 160 155 166 160
-June 187 169 169 162 169 165 163 185 A7 164
July-Sept. 187 m 171 162 159 165 164 15 171 164
Oct-Dec. 193 171 172 162 _ 159 165 164 165 170 _ 163
PRODUCTION
Volume indices of production 1964=100
Period Indus- . House Landand  Trans- Commerce Public
Gross trial Agri- For- con- waterway port and banking OWnership admin, .
domestic pro- culture estry struc-  construc- communi-  and of dwell-  “5ng Services
product  guction tion tion cations  insurance ings defence
1967 110 115 - ___95 89 117 B 1_05_ 109 B ___11__3_________114 ___1_1_4_______114
1968 118 121 97 93 109 108 114 111 118 119 119
1969 122 136 98 02 124 104 124 128 123 123 126
1970 13 150 95 111 184 97 132 133 120 128 132
1969
JulY:_S__e:_pt. :1_24 127 o 173 o 46 157 _ 103 129 121 o 124 123 - 126
Oct_-lzec__'l _26 L ]47 67 101___ 1 50 ___9§ 129 1 34 N 126 1 25___ 1 28
1970*
Jan.- Mar 126 1 49 . 65 1 55 93 _ 99 1 21 121 127 o 1_?7 _131 )
Apr -J_une 130 __‘l_§1 76 127 125 99 ) ___133_ 132___ 127 ) 127 132_
July-Sept. 132 139 169 56 164 98 136 132 129___ ) 128____ 132
Oct.-Dec. 134 1 60 ~ 69 _'!_0_5 o 155 _94 1 1_36 ________1 45 ____132____ B 13_0 _____1_('_35_ _

156



PRODUCTION

Index of industrial production 1959=100

Special indices of manufacturing Total,
Period Invest- Other Consumer Non- adjft:,srted
Total grggrc]!ls prgoodotacser goods  Food  Wood  Paper Cr::emi- metallic  Metal sevzsr‘i’:_al
industry  industry  industry industry .Té'birt?\', industry tions
1967 172 163 180 158 160 125 187 233 224 168 172
1968 182 175 191 164 163 132 202 253 240 177 181
1969 205 210 212 187 175 148 222 278 274 199 205
1970 223 228 231 204 186 159 234 320 295 217 223
1969
July 156 112 170 135 184 134 220 229 256 106 209
Aug. 203 187 209 195 183 118 238 263 281 182 209
Sept. 216 230 221 199 181 142 235 283 204 216 208
Oct, 232 242 239 211 211 165 245 288 306 229 201
Nov. 220 232 230 194 203 146 235 304 284 218 212
Dec. 214 222 203 190 162 145 216 317 291 215 217
1970*
Jan. 227 234 239 197 163 166 242 328 270 221 217
Feb. 217 219 227 194 155 159 228 336 269 212 218
March 222 228 230 201 162 164 238 305 287 218 220
April 239 256 240 231 195 191 238 327 310 243 217
May 220 225 226 204 178 168 225 306 296 217 220
June 216 224 216 211 195 147 209 308 306 213 224
July 174 133 192 147 188 133 247 270 288 127 224
Aug. 221 212 226 210 189 128 248 300 309 200 228
Sept. 233 245 238 217 184 162 243 309 318 232 225
Oct. 241 261 249 217 217 168 239 349 326 245 226
Nov. 237 254 247 209 208 166 239 342 305 238 223
Dec. 235 248 242 213 193 163 216 365 289 234 228
Index INDEX OF I‘NDUSTHIAL .PF’!ODUCTION |9I59=i-00 Index INDEX OF I'NDUST.RIAL_ PAODUCTION |9‘59=|00
.280 — SEASONALLY ADJUSTED MONTHLY FIGURES SEASQNALLIV ADJUSTED -:VIONTHLY FIGURES ]
260 { ‘ - 240 l !
. 2 _
200 ‘I_“_ _Paper mdustr{y ‘_l_\lq ] 200 N' Pl sy
180 “‘,-._ KA e j I"",w
160 [ -+ Tc’nal IndustryJ — e 'M"‘w""; % 180 V.MN,'F"' [P
1 o s, -.,."u"wzodlnd:stry 169 *Qs_m-‘ra'v‘;ﬁa':;ﬁ;: -
:ZZ;I_:‘IT“I‘.IHHIIIIIIIllIl‘IIIIlIIIIIlII-III'IIIII 140””'”““|||ll”l|ll|“UJLll'l [NENERRSEN
1967 1968 1969 1970 1967 1968 1969 1970
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE—TRAFFIC

Total Unem- Unemploy- ~ Commercial Retailers® Whole- |
labour Employed ployed ment, timber sales salers
Period force, 1000 1 000 % of totel fellings volume volume
1000 persons persons labour 1000 solid index index

persons force cu.m 1968=100 1968=100

ndicator of
traffic
activity

1964 =100

1967 2206 2142 63 29 30 240 N
1968 2188 2100 88 40 31859 100 100

1969 2189 2127 62 28 35338 108 117
1970* 2195 2154 41 1.9 39 267

Nov. 2164 2120 44 2.0 2970 108 121

Dec. 2164 2113 51 2.4 4332 149 138

Jan. 2133 2074 59 2.8 3873

Feb. 2130 20738 57 27 4945
March 2129 2075 54 2.5 4952
April 2130 2078 B2 2.4 4593

May : 2 17 E_ e =8 T e
June 2323 2284 39 1.7 2469
July 2347 2315 32 1.4 1127

Aug. 2300 2266 35 1.5 1346

Sept. 2180 2152 28 1.3 1894
Oct. T2 2142 290 13 2 659
Nov. 2161 2131 30 14 3308
L2 5185 57T T TE iarg T

HOUSE CONSTRUCTION

Buiiding permits granted Buildings completed

Resid Industrial . id Industrial
Period esiden- Farm and Public Residen- Farm and Public
Total tial buildings business buildings Total tial buildings business buildings

buildings buildings buildings buildings

Building
works
under

con-
struc-
tion

Million cubic metres

1967 2882 11.51 308 890 302 31.34 1242 293 1083  3.49

1968 3158 1400 295 956 306 2644 11.72 258 915

31.40

1.35 3409

1969* 38951535 388 1629 212 3146 1262 306 1267 141  36.49

1969*
AE_I_’._—_JU__[_\e 11_1_9_8___ 4.95 1.88 413 0.25 6.26 2,73 0.45 1.84 0.88

1178 494 086 462 075 969 3.67 096 304 1.31

37.06
38.14

Oct—Dec. 976 337 055 444 080 10.66 425 1.36 427 0.32

36.49

1970*
Jan.-Mar. 6.58 2.57 0.61 2.81 0.36 5.34 2.50 0.37 1.92 0.39

36.29

Apr-June 1425  6.04 1.81 526 050 729 337 053 237 0.6

40.85

July-Sept. 1162 512 086 426 072 1017 417 145 278 1.03

4147
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Since Dec. 31, 1969. Gold and foreign exchange = Gold
(valued on basis of the par value of the mark) + Special drawing
rights + IMF gold tranche + Foreign exchange. Liabilities on foreign
exchange and mark accounts = Foreign exchange accounts + Mark
account of holders abroad. Other foreign assets = Foreign bills
+ Foreign bonds + Currency subscription to Finland’s quota in
the IMF. Other foreign liabilities = Foreign term liabilities + IMF
mark accounts. Claims on Treasury = Treasury bills covering certain
IMF and IBRD accounts + Advances for stand-by stocks — Export
levies (net). Foreign exchange situation: Gold holdings are valued
on basis of the par value of the mark. Gold tranche position measures
that part of Finland's quota which may be drawn essentially auto-
matically in convertible exchange against payment in marks.
fage 5. Other advances = Inland bills discounted in foreign currency
+ Loans + Other claims (excl. Treasury’s IMF and IBRD bills and
Advances for stand-by stocks). Liabilities = Other cheque accounts
+ Other sight liabilities + Domestic term liabilities — Cash reserve
accounts — Export levies (net).

DEPOSITS BY THE PUBLIC —
ADVANCES TO THE PUBLIC — MONEY SUFPPLY

Commercial bank and mortgage bank figures obtained from the
official bank statistics, savings bank figures from the Central
Statistical Office. other figures from the respective credit insti-
tuttons or their central banks.

Page 6. Cheque accounts in all credit institutions relates to com-
mercial banks, savings banks, co-operative banks, and mortgage
banks. Term deposits in all credit institutions includes a small
amount of deposits in mortgage banks.

Page 7. Money supply = Finnish notes and coins in circulation ~—
Finnish notes and coins held by the banks + Cheque accounts
of the public + Fostal giro accounts of the public.

STATE FINANCES

Page 8. Official figures computed by the Economic Department of
the Ministry of Finance. First date of publication: Bulletin No. 8,
1968. Revenue and expenditure: Extra-budgetary funds and the
aggregated net current deficit of State enterprises are included.
Figures are reported on a cash payment basis. Debt: Foreign debt
includes promissory notes given to international organizations.
Index-tied bond loans are taken at nominal values. Cash debt
(net) = net debt to the Bank of Finland plus short-term debt to
the Post Office Bank less cash holdings (net) of State depart-
ments and funds.

FORE!IGN TRADE

Pages 9—11. Figures supplied by the Board of Customs. /ndices
(p. 9): The indices are calculated according to the Laspeyres
formula. At the end of the year the arithmetic mean of the Laspeyres
indices corresponds to the annual level of the Fisherindex formula.
Terms of trade: the ratio of export indices to import indices. Foreign
trade by countries (p. 11): imports by countries of purchase,
axports by countries of sale.

BALANCE OF FAYMENTS

rages 12—13. Figures are calculated by the Bank of Finland
Institute for Economic Research. In addition to the Board of Cus-
toms figures, exports include grants in kind but exclude steve-
doring expenses and imports include seamen’s duty-free imports,
non-monetary gold, grants in kind and adjusted allowance for
smuggling.

FRICE INDICES

Page 14. All indices calculated by the Central Statistical Office.

WAGES — FRODUCTION

Pages 15—18. Figures supplied by the Central Statistical Office.

Page 16. /ndex of industrial production calculated by the Central
Statistical Office. The grouping by branches of industry is in
accordance with the international nomenclature (iSIC). The
seasonally adjusted series is calculated by the Bank of Finland In-
stitute for Economic Research on the basis of the index of indus-
trial production par working day according to a method resem-
bling the U.S. Bureau of Census Method [Il. Commodities accord-
ing to use: investment goods weight 14.3, other producer goods
weight 57.0 and consumer goods weight 28.7. Special manu-
facturing indices: food industry ISIC no. 20, weight 11.2, wood
industry no. 25, weight 6.8, paper industry no. 27, weight 13.1,
chemical industry no. 31, weight 5.2 non-metallic mineral industry
no. 33, weight 3.6 and metal industry nos. 34—38, weight 23.6

LABOUR — TIMBER FELLINGS — INTERNAL TRADE —
TRAFFIC — HOUSE CONSTRUCTION

Page 17. Labour figures supplied by the Central Statistical Office.
Commercial timber fellings compiled by the Ministty of Labour.
Retailers® and Wholesalers® volume indices supplied by the Central
Statistical Office. Indicator of traffic activity calculated by the Bank
of Finland Institute for Economic Research. Figures are weighted
averages of the sea, air, railway and road traffic. House construc-
tion figures calculated by the Central Statistical Office.

SYMBOLS USED

* Preliminary 0 Less than half the final digit shown

18

. Logically impossible

. Not available — Nil



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Finland formed a part of the kingdom ot Sweden
and was raised in 1556 to the dignity of a Grand Duchy. Connected
from 1809 with Russia, Finland was an autonomous country with
the Emperor as Grand Duke until December 6, 1917, the date of
Finland's declaration of independence. The republican constitution
was adopted in 1919. The legislative power of the country is vested
in Parliament and the President. The highest executive power is
held by the President, elected for a period of 6 years. The President
for the current period, March 1, 1968, to March 1, 1974, is Urho
Kekkonen.

Parliament, comprising 200 members. is elected by universal
suffrage for a period of 4 years. The number of seats of the different
parties in Parliament elected in 1970 were as follows: Social
Democrats 62, Conservatives 37, Centre Party 36, People’s Dem-
ocrats 36, Finnish Farmers” Party 18, Swedish Party 12, Liberal
Party 8 and Christian League 1.

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1930, IMF 1948, IBRD 1948,
GATT 1950, UN 1965, IFC 1956. IDA 1860, EFTA 1961. ADB
1966 and OECD 19869.

LAND

THE AREA is 337 000 square kilomstres (Great Britain’s area is
245 000 sq. km and Italy’s area 301 000 sg. km). Of the total,
inland waters form 9.4 %. On an average 15.8 % of the land in
the South of Finland is cultivated (1960), 2.3 % in the North and
9.2 % of the land as a whole, Of the land area 21.8 mill. ha (53.9
mill. acres), or 71.3 %, are covered by forests.

OWNERSHIP OF LAND (1260): The total land area was distrib-
uted among different classes of owners approximately as follows:
private 60.9 %, State 31.8 %, joint stock companies etc. 5.6 %,
municipalities and parishes 1.7 %.

POPULATION

NUMBER OF INHABITANTS (1969): 4.7 million. Sweden 8.0
Switzerland 6.2, Denmark 4.9 and Norway 3.9 million.

DENSITY OF POPULATION (1969): In South Finland 26.3, in
North Finland 4.2 and in the whole country an average of 15.4
inhabitants to the square kilometre.

DISTRIBUTION BY AREA (1969): 50 % of the population in-
habit the rural ‘areas, 50 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors), the capital 534 000 inhabitants,
Tampere (Tammerfors) 165 500, Turku (Abo) 154 700.

EMPLOYMENT (1969): Agriculture and forestry 24 %, industry
and construction 34 %, commerce 15 %, transport and communica-
tions 7 %, services 20 %.

LANGUAGE (1960): Finnish speaking 92.4 %, Swedish speaking
7.4 %, others 0.2 %.

EDUCATION (1969): Practically all persons over 16 years of age
are literate. There are 6 universities (the oldest founded in 1640),
7 colleges of university standard, and 2 teacher training colleges,
besides teacher training departments in two of the universities.

CHANGE OF POPULATION (1969): births 14.5 9/go. deaths
9 89/40, increase 1.8 9/po, net emigration 3.0 °/po. Deaths in
F ance 11.7 ®/4o and Great Britain 11.9 9/¢,.

TRADE AND TRANSPORT

NATIONAL INCOME (1969, in million marks). Gross domestic
product at factor cost by industrial origin: agriculture 2 773 (8 %),
forestry and fishing 2 255 (7 %), manufacturing 11 026 (32 %),
construction 3147 (9 %), transport and communication 2 471
(7 %). commerce, banking and insurance 4228 (12 %), public
administration 1 550 (b %), ownership of dwellings 2081 (6 %),
services 4 781 (14 %), total 34 312. Index of real domestic product
129 (1964 = 100).

FOREST RESOURCES (1960—1969): The growing stock com-
prised 1 450 million of solid cu. m incl. bark (61 210 million cu.ft),
of which pine 43 % and spruce 38 %. the rest 19 % being broad-
leaf-trees, chiefly birch. Of the growing stock 17 411 mullion cu. ft,
48 % of them pine, was up to the standard required for logs The
annual growth is 47 million solid cu. m green wood excl. bark
(1 660 mill. cu. ft}). The total removal in 1970 calculated accord-
ing to the use of wood was 51 million cu. m excl. bark (1758
million cu. ft).

AGRICULTURE (1969): Cultivated land 2.6 million hectares.
Number of holdings 297 000, of which 188 000 are of more than
5 ha. Index of agricultural production 100 for 1969 (1964 = 100).
Measure of self-sufficiency in bread cereals 100 % in the crop
year 1968/69.

INDUSTRY (1968): Gross value of industrial production 26 033
mill. marks, number of workers 353 526, salaried employees
89 973, motive power (1968) 4.4 mill. kW. Index of industrial
production 205 for 1969 (1959 = 100).

STATE RAILWAYS (Jan. 1, 1971): Length 6 874 km.

MERCHANT FLEET (Feb. 28, 1971): Steamers 50 (56 415 gross
reg. tons), motor vessels 383 (564 581 gross reg. tons), tankers
66 (706 131 gross reg. tons), sailing vessels with auxiliary engines
9 (1274 gross reg. tons). Total 488 (1 327 401 gross reg. tons).
MOTOR VEHICLES (Dec. 31, 1969): Passenger cars 643 100,
lorries and vans 96 900, buses 7 900, others 4 700. Total 752 600.
FINNISH AIRCRAFT (April, 1970): Finnish airlines. Finnair and
Kar-Air have in use 2 DC-8-82s, 3 DC-6s, 8 Super Caravelles and
8 Convair Metropolitans. Companies have scheduled traffic out-
side of Finland to 23 airports and to 16 domestic airports.

FINANCE AND BANKING

CURRENCY. Since 1860, Finland has had its own monetary
system. From 1877 until 1914 the country was on the gold
standard, and returned to it in 19286. In 1931, the Central Bank’s
duty to redeem bank notes in gold was suspended and at the
end of 1962 was entirely cancelled. The monetary unit is the mark
{Finnish markka). Since Oct. 12, 1967, the par value of the mark
is 0.21159 grams of fine gold per mark (equivalent to 4.20
marks per U.S. dollar).

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

OTHER CREDIT INSTITUTIONS (Dec. 31, 1970). There are two
big and five small commercial banks with in all 825 offices. 327
savings banks, 445 co-operative banks, six mortgage banks, and
Post Office Bank. The co-operative stores accept deposits from
their members. The National Pension Institute and sixtyone private
insurance companies also grant credits.

RATES OF INTEREST (Jan 1, 1970). Bank of Finland discount
rates 6—9 %, the rate for discounts or rediscounts for banks 7 %.
Other credit institutions: term deposits 4 %. 6 month deposits
41 %. 12 month deposits 5%, 24 month deposits 6 %; highest
lending rate 10 %.
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THE FINNISH SAVINGS BANKS

by Unto Luukko, Lic. Pol. Sc.
Finnish Savings Banks Association

HISTORICAL BACKGROUND AND MAIN
CHARACTERISTICS

Finland's first savings bank was founded in
Turku in 1822. A second was soon established
in the capital in 1826. After this it was not
until the 1840’s that new savings banks began
to appear. They were the pioneers of Finnish
banking because before their creation the only
other bank in the country was the Bank of
Finland, which had been founded in 1811.

The years 1880—1920 formed the most lively
period in the history of the Finnish savings
banks. At that time municipalities in particu-
lar played an important role in the establishment
of savings banks. The total number of savings
banks was at its highest in 1940 when there
were 485. Since then there has been a decline
in their number, at first because of territorial
concessions due to the war and then because
of the amalgamation of the smaller banks.
However, the decrease in the number of savings
banks has not meant a decline in the number
of offices. Since World War 1|l the number
of savings bank offices has increased rapidly
as new branches have been founded.

The reasons for the establishment of savings
barks were in Finland, as elsewhere, largely
of sccial origin. An effort was made to alleviate
the poverty of the people by providing them
with an opportunity and encouragement to
save. At first the activities of the savings banks
were very limited and they were run by volun-
teers. Only small deposits were accepted and
the funds were invested in projects which
involved the smallest possible risks.

As the economy expanded during the 19th
century and the need for banking services
became more diversified, however, their ac-
tivities began to expand beyond the original
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aims of the founders. Deposits were accepted
from all groups in society while when granting
credit housing. agriculture and studies were
given a favoured position in their investment.

Today the Finnish savings banks are able to
offer their customers every type of banking

service. However, certain  fundamental
characteristics have been maintained. The
savings banks are still run by people

elected by the depositors. They are local and
independent and their purpose is to serve the
common interest.

in its legal form a Finnisn savings bank is
similar to a non-profit foundation but it has,
in addition, some special features that have
been stipulated in the Savings Bank Act. The
present legislation was enacted in 1969. Ac-
cording to paragraph 1 of this Act the savings
bank is a monetary institution designed to
provide normal banking services, but not to
make profits for any individuals. [ts special
objective is to promote saving.

A savings bank may be founded by a munici-
pality or a number of municipalities or by at
least ten other Finnish organizations or by at
least twenty respectable citizens with full
civil rights. The principal administrative body
is the board of trustees, of whom there should
be at least twelve. The trustees are elected at a
meeting of the existing trustees and those
depositors entitled to vote. In some savings
banks special meetings are called for deposi-
tors where a number of representatives are
chosen to participate in the election of trustees.
The legally determined qualification for a voting
right is a minimum deposit of e.g. 300 marks in
the savings bank in question. it is also required
that the deposit should have been in the bank
for a certain minimum time period, e.g. since
the beginning of the calendar year preceding
the election.



The duties of the board of trustees correspond
roughly to those of the supervisory body of a
joint stock company and also partly to those
of the shareholders’ meeting. These include i.a.
the election of the Board of Management and
auditors of the bank, the decision to found
new branches and to sell real estate, the con-
firmation of general instructions regarding the
bank’s activity, and the confirmation of the
closing of books and the granting of freedom
fromresponsibility to the Board of Management.

The practical policy of the savings bank is
decided by the Board of Management, which
must comprise at least five members. These
people do not usually work in the bank.
However, managers of the savings bank may
also be members of the Board.

Because the Board of Management cannot
take part in the day to day management of
the bank they have delegated a part of their
authority, usually, to the General Manager
and one or more other full-time officials.
The importance of full-time managers has
increased lately in banking as elsewhere, but
the administrative bodies of the savings banks
are still of great significance.

STRUCTURAL FEATURES

At the end of 1969 there were 330 independent
savings banks in Finland. Most of these were
fairly small and had just one office. Even the
largest Finnish savings banks are, by inter-
national standards, rather small. They have a
distinctly local or regional character and their
activities are limited accordingly. An exception
is the Finnish Workers’ Savings Bank, which
was established in 1971 by the fusion of five
workers’ savings banks from various parts of
the country.

In the last few years amalgamations between
the savings banks have been very common,
partly because of a study completed in 1968
which recommended the division of the country
into 38 districts, within each of which it was
suggested that the savings banks should merge.

Dec. 31, 19569 Dec. 31, 1969

Number of savings banks 3956 330
Number of their offices 921 1252
Number of employees 3012 5969

Since every savings bank forms an independent
unit on its own this kind of step can be taken
only slowly. As local interests are safeguarded
and satisfied, however, large regional savings
banks are emerging.

The number of all savings bank offices was
1252 at the end of 1969. Of these, 922 were
branches and 330 were main offices. The
number of offices is fairly large in comparison
with total deposits. The explanation for this
is that in the country there are many small
branches that were founded in order to
improve the service. In 1969 there were 2 860
inhabitants per branch in rural areas as against
5 447 in urban areas.

The savings banks employed 5 969 people at
the end of 1969 and of these 4658 were
women. In addition, 597 people were employed
by the central organizations of the savings
banks. Thus the total of people employed by
the savings banks in Finland was 6 566 at
that date.

THE NATURE AND EXPANSION OF SAVINGS
BANK ACTIVITIES

As mentioned above, present-day savings
banks are able to offer all the various banking
services their customers might need. The only
limit is a practical one: they cannot undertake
the financing of the very biggest firms. The
Finnish savings banks have specialized in
serving private individuals and local industries
and housing. The analysis of the savings
banks” activities below is based on the structure
of their balance sheet.

SOURCES OF FUNDS

Table 1 reveals that the savings banks' funds
originate almost exclusively from deposits made
by the public. No funds are available from such
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TABLE 1. BREAK-DOWN OF THE SAVINGS

BANKS' TOTAL LIABILITIES

Dec. 31, 1969  Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent

Deposits made by

the public 16885 91.7 45044 885
Liabilities to the

Bank of Finland — — — —
Liabilities to other

domestic banks 324 1.9 1378 2.7
Foreign liabilities — — — —_
Domesticliabilities in

foreign currency — — — —_
Own funds 63.8 3.7 129.9 26
Other liabilities 46.6 2.7 3149 6.2

Total 1731.3 100.0 5087.0 100.0

sources as the foreign capital markets and the
Bank of Finland. However, the savings banks
may draw indirectly from these sources for
they may be granted credit by their central
bank for investing in real estate or to support
their liquidity position. Their central bank is
entitled to raise funds from the Bank of
Finland or abroad in the same way as the
commercial banks. »liabilities to other do-
mestic banks» in the balance sheet, which
totalled 2.7 per cent of total liabilities in 1969,
consists mostly of funds of this type.

The residual »Other liabilitiesy is mostly com-
posed of state funds transferred by the savings
banks to customers on terms dictated by
the Government. The significance of this item
has increased substantially during the last ten
years. However, the share of these funds In
total assets has ceased t0 increase due to
the changes introduced into the Government's
credit policy.

The share of the savings banks” own funds in
the balance sheet total has decreased from
3.7 per cent to 2.5 per cent over the ten-year
period covered by the table. This development
is partly attributable to the low profitability of
banking institutions during that period. The
decline in this share was not caused by losses
but by the fact that reserves have been accu-
mulated more slowly than the rate at which
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total liabilities have increased. However, the
real solvency of the savings banks is consider-
ably greater than the figures suggest for real
estate holdings are largely entered in the
accounts at values considerably less than their
real ones.

According to the 1969 legislation the savings
banks’ own funds have to total at [east 2 per
cent of their total liabilities, from which,
however, certain reductions can be made first.
Although the capital holdings of all savings
banks exceed this ratio markedly there are a
great number of separate savings banks which
do not fill this requirement. These savings
banks have been given a transition period of
ten vears, during which they are to establish
the required solvency ratio or to merge with
another savings bank.

TABLE 2. DEPOSITS MADE BY THE PUBLIC,
ACCORDING TO TYPE OF DEPOSIT

Dec. 31, 1959  Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent

Demand deposits

(cheque accounts) 63.0 4.0 171.4 3.8
Term deposits (6

month deposits) 13121 826 2949.0 655
Fixed period

deposits 2134 134 13840 307

Total 1588.5 100.0 4504.4 100.0

Table 2 displays the distribution of deposits
made by the public between the various types
of accounts in the savings banks. It is typical
of the savings banks that the share of cheque
accounts is relatively small. This reflects the
predominance of private customers who in
Finland are less likely to choose cheque
accounts than business customers.

Otherwise the break-down of savings bank
deposits is roughly similar to that in other
banks. All Finnish banks pursue a common
interest rate policy and thus their deposit rates
and other deposit terms are the same. Since
the kind of customer varies between different
banking institutions there are small differences
in the distribution of deposits between the



various types of account. The rate of interest
on term deposits appearing in Table 2
was 4 per cent at the end of 19689.
Drawings up to 3 000 marks can be made each
month from these accounts without notice.
Otherwise the term of notice is 6 months.
This type of deposit also includes the so-called
service account, from which drawings can also
be made by cheque but for which the drawing
right is limited, unlike that of cheque accounts.

The share of fixed period deposits in total
deposits has risen considerably over the last
decade. This can be partly explained by the
interest rate policy of the banks and partly by
changes in the public’s deposit behaviour.
The most popular account in this group is the
24 month account bearing a 6 per cent rate
of interest.

No reliable information is available on the type
of customers of the savings banks or of the
other Finnish banking institutions. However,
it is certain that wage and salary earners are
the most important savings bank depositors. In
addition, people engaged in agriculture are
also significant, although relatively less so than
they are to the co-operative banks, and the
share of the business sector is small unlike
the case of the commercial banks. These
features affect the accrual of deposits so that
cyclical and seasonal variations in the growth
of deposits at the savings banks differ from
those at the commercial and co-operative
banks.

ALLOCATION OF FUNDS

The investment of savings bank funds reflects
clearly the nature of the Finnish financial
market and the impact of legislation. Table 3
shows that lending to the public forms by far
the largest item in savings bank assets. There
has been only a slight change in the share of
lending in total investment over the last ten
years.

That part of savings bank funds which is not
invested in lending is primarily cash or liquid
reserves and in real estate. The share of cash and

TABLE 3. BREAK-DOWN OF THE SAVINGS
BANKS' TOTAL ASSETS

Dec. 31, 1959  Dec. 31, 1969

Mill. mk Per cent Mill. mk Per cent

Loans to the public 1327.3 76.7 38027 748

Shares and bonds 497 2.9 10568 21

Cash 225 1.3 675 1.3

Foreign assets — — —_ —
Domestic assets in

foreign currency — — — —

Claims on other

domestic banks 189.3 1156 556.3 10.9

Claims on the State — — — —

Real estate 115561 6.7 462.2' 91

Other assets 170 0.9 92.5 1.8

Total 1731.3 100.0 5087.0 100.0

1 Incl. an insignificant amount of movable property

liguid reserves was 12.2 per cent. This is in line
with a provision of the Savings Bank Act
according to which a savings bank must have a
minimum cash reserve equalling 20 per cent of
sightliabilities and 10 per cent of other liabilities.
The most important items included in the
liguid reserve are cash, claims on domestic
commercial banks and bonds accepted for
this purpose. »Claims on other domestic banksy
in the table consists mainly of deposits at the
Central Bank of the Savings Banks.

Bond and share portfolios do not play an
important role in the savings banks. The
Savings Bank Act limits the savings banks’
holdings of shares. This does not, however,
have any practical significance because the
savings banks have not usually held shares
other than those of their own central bank.
Also the savings banks generally refrain from
buying bonds other than those launched by
the Real Estate Bank of Finland, which is owned
by the Central Bank of the Savings Banks.

[Investment in real estate by the savings banks
has substantially increased over the years
covered by the table. The increase in investment
in real estate is partly attributable to the
increase in the number of savings bank
branches and partly to a tendency to invest
in projects protected from inflation. According
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TABLE 4. CREDITS GRANTED TO THE PUBLIC,
BY INDUSTRY

Dec. 31. 1959 Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent

Agriculture, forestry

and fishing 280.4 21.0 727.2 19.1
Manufacturing,

mining and

quarrying 924 6.9 188.9 4.9
Power and electricity 6.6 0.5 225 0.6
Construction and

real estate 3105 23.2 768.6 20.2
Trade, communica-

tions and other

service industries 164.9 12.3 499.3 13.1
Municipalities and

parishes 77.9 5.8 196.5 5.2
Personal and miscel-

laneous credits 4054 303 14064 36.9

Total 1338.1 100.0 3809.4 100.0

to the law a savings bank may not invest in
real estate used as the bank’s premises or by
its personnel more than 10 per cent of its
total assets. Other real estate holdings of a
savings bank are also strictly limited.

DISTRIBUTION OF CREDIT BY INDUSTRIES

Savings bank credit has traditionally been long
term and concentrated on housing, agriculture
and personal loans for such purposes as the
financing of studies. This is still the case,
although there has been some diversification
and the loan periods have become shorter.
Table 4 illustrates the break-down of credits
by type of industry.

The most notable change in the table is the
increase in the share of personal and mis-
cellaneous credits, and a decline in credits
granted to agriculture and construction and real
estate. The greater part of this change is due
to the tendency to finance housing by personal
loans instead of loans granted to building
companies. This development reflects an
institutional feature of Finnish housing; typi-
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cally even apartment houses are owned by the
occupiers.

The table does not show the share of housing
credits. No accurate figure for this is available
but it has been estimated to be approximately
52 per cent of total credit granted by the savings
banks. The major part of housing credit is
included in personal and miscellaneous credits
in the table.

The dominant position of long term loans is
also reflected by the fact that the share of bill
credits and cheque account overdrafts and
fixed period loans was no more than 9.2 per
cent of all credits in 1969. The most important
form of credit is what are traditionally called
long term loans. Some of these, however, are
in fact fairly short term.

TABLE 5. CREDITS GRANTED TO THE PUBLIC
BY TYPE OF CREDIT

Dec. 31, 19569  Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent
Bills of exchange 64.3 4.8 259.9 6.8

Loans (granted
against promissory

notes) 12254 924 34851 917
Overdrafts (cheque
accounts) 376 2.8 57.7 1.5

Total 1327.3 100.0 3802.7 100.0

OTHER SAVINGS BANK ACTIVITIES

The analysis based on the balance sheet does
not illustrate all the diverse activities of the
savings banks. The most important of those
not yet discussed are bank guarantees and
foreign exchange and payments transactions.
In accordance with the new Savings Bank Act
the savings banks may now grant bank
guarantees independently whereas previously
they could provide these only if their central
bank underwrote the guarantee. As regards
foreign exchange and payments the savings
banks act on the same basis as the branches of
the commercial banks.



TABLE 6. DISTRIBUTION OF THE SAVINGS
BANKS' REVENUE AND EXPENDITURE

Dec. 31, 19569 Dec. 31, 1968 Dec. 31, 1969
Mill. Per Mill. Per Mill. Per
mk cent mk cent mk  cent
Revenue:
Interestincome
and commis-
siononlending85.4 80.0 249.9 77.9 278.6 74.5
Interestincome
and commission

on other invest-

ment 148 13.9 47.2 147 427 114
Profit on foreign

exchange —_ — — — — —
Otherrevenue 65 6.1 236 7.4 529 141

Total 106.7 100.0 320.7 100.0 374.2 100.0

Expenditure:

Interest

expenses 65.5 61.4 173.0 53.9 203.3 54.3
Salaries 16.3 15.3 67.2 21.0 73.0 1956
Taxes 19 1.8 130 41 123 33
Depreciation 3.1 29 138 43 183 49
Other ex-

penditure 121 11.3 489 15.2 639 1741
Profit for the

year 78 73 48 15 34 09

Total 106.7 100.0 320.7 100.0 374.2 100.0

REVENUE AND EXPENDITURE OF FINNISH
SAVINGS BANKS

The bulk of the savings bank revenue is interest
on lending. Other investment and foreign
transactions have been rather insignificant
sources of income. Table 6 contains figures
for 1968 as well, because the 1969 figures are
not fully comparable with those of 1959. As
can be seen from this table, the profitability
of the savings banks declined considerably
over the ten-year period covered by the table
and was very low in 1969. This can partly
be attributed to heavier taxation and the
increase in salary and other running costs.
Thus the savings banks like other banks in
Finland, are facing serious problems in this
respect. The efforts made so far, however, have
already resulted in improved profit margins
and it can be expected that in a few years' time

by constant efforts to cut costs, together with
the utilization of computers, the profitability of
Finnish savings banks can be satisfactorily
re-established.

Because the share of cheque account holdings
of the savings banks is insignificant their
average interest rate on deposits is higher than
that of the other banks in spite of the fact that
the rates of interest are the same for all banking
institutions. The average interest rate on depos-
its has risen only slightly since 1959 but the
variations from vyear to year have been con-
siderable during the period covered by the
table. There was a very clear increase in the
lending rates of interest until 1968 when these
rates were regulated.

TABLE 7. AVERAGE LENDING AND DEPOSIT

RATES OF INTEREST AND THE DIFFERENCE
BETWEEN THEM
Dec. 31, 1959 Dec. 31, 1969
Per cent

Average lending rate of

interest 6.90 8.02
Average interest rate on

deposits 4.30 4.40
Interest margin 2.60 3.62

The interest rate differentials applied by the
savings banks are not very substantial.
Their interest rate policy is determined more
by the purpose of the loan than its
guarantee and the length of the loan period,
which is also the case for the other banks.
Thus the average rate of interest for short
term loans was 9.2 per cent over the
period concerned. Most of these credits are
consumer credits. The average interest rate on
long term loans on the other hand was no
more than 7.9 per cent. The figures given here
are the averages for all savings banks. The rates
may vary considerably between them.

CO-OPERATION BETWEEN FINNISH
SAVINGS BANKS

It was mentioned above that the savings banks
in Finland are independent and have no joint
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leadership. They have, however, organized a
collaborative framework within which they
function in many respects as if they were one
banking institution with activities extending
throughout the country. A savings bank
depositor is entitled to make withdrawals and
deposits at any savings bank in the country.
Collaboration between the savings banks
takes place through their central organizations.
Of these, the Central Bank of the Savings
Banks has already been mentioned. This keeps
the liquid reserves of the savings banks,
supports their lending activity and liquidity,
acts as a central clearing house and takes care
of foreign payments. In addition, it is respon-
sible for the development of banking techniques

ITEMS

Finland’s balance of payments in 1970
According to the preliminary figures of the
Bank of Finland Institute for Economic Re-
search total revenue on current account was
12118 million marks and total expenditure
13066 million in 1970. Thus there was a
current deficit of 948 million marks. In 1969
the current account showed a surplus of 87
million marks.

The value of commodity exports was 16.1 per
cent more than in 1969 and amounted to
9 635 million marks. The increase in the value
of commodity imports was considerably faster,
i.e. 30.2 per cent and amounted to 11 100
million marks. Consequently there was a 1 465
million mark trade deficit, including the foreign
trade adjustment items, which is 1 233 million
marks more than in 1969. The growth in
commodity imports was concentrated on
investment goods and raw materials. The
imports of consumer goods were also substan-
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in the savings banks, above all for the progress
of automatic data processing. Other co-oper-
ative organizations are the Real Estate Bank
in Finland Ltd, the Savings Banks’ Pension
Fund, Security Fund and Real Estate Agency
and regional savings bank associations. A joint
organization of all these associations and
bodies and of all savings banks is the Finnish
Savings Banks Association. lts responsibilities
cover the general policy of the savings banks,
their long term planning and the marketing
of savings bank services. It also disseminates
and publishes information, provides for edu-
cation and research and helps supervise the
savings banks in co-operation with the relevant
State supervisory body.

tially greater than one vyear earlier. As regards
exports the growth was strongest for metal
industry products and the so-called other
products.

The service account surplus totalled 926 mil-
lion marks. The growth of the travel item
was especially strong. The surplus on this
increased from 4 million in 1969 to 142 million
marks. The net receipts from transport also
increased substantially as the merchant fleet
expanded. It amounted to 782 million marks
or 203 million marks more than in 1969. The
deficit on the visible and invisible trade account
was 539 million marks.

The service items partly compensated for the
commodity trade deficit but on the other hand
there was a net deficit of 409 million due to
income transfers and investment income and
thus the current deficit totalled the above
mentioned 948 million marks.



The net inflow of long term foreign capital
(incl. long term export credit and direct invest-
ment) was 330 million marks or 229 million
marks more than in the previous year. Drawings
on long term loans amounted to 1 479 million
and amortizations to 694 million marks. An
amount of 358 million marks was granted as
long term export credit while repayments
totalled 105 million. The long term capital
outflow in the form of direct investment was
219 million marks and the corresponding
inflow was 39 million.

The current deficit was mainly financed through
the inflow of short term capital, which totalled
1 075 million marks. The restrictions on import
credit imposed late in the autumn did not affect
the 1970 figures. The net inflow of commodity
credits was 973 million marks. The imports of
other short term capital {incl. errors and omis-
sions) amounted to 102 million marks.

If the Special Drawing Rights allocated to Fin-
land by the International Monetary Fund,
equalling 88 million marks, are taken into
account, an over-all surplus of 545 million
marks is obtained, which corresponds to the
increase in the couniry’s gold and foreign
exchange reserves in 1970. The reserves of the
Bank of Finland increased by 563 million and
other holders of foreign exchange increased
their foreign net liability by 18 million marks.

World Bank'’s third highway loan to Fin-
land. The World Bank has approved a $ 13.0
million (54.6 mill. mk) loan to Finland to help
finance part of the long-range programme to
improve the road network and meet the rapid
increase in passenger and freight traffic. Ten
financial institutions are participating in the
loan.

The project will cost an estimated $ 33.8 mil-
lion and consists of two parts. The first is the
construction of a 22-km section of the four-
lane divided highway between Tattariharju and
Jarvenpad, including five interchanges and
35 km of approach roads. The second part is

the paving of about 900 km of existing roads
included in the Finnish Government's 1971

paving programme.

The 22-km divided highway section is part of a
planned 144-km expressway between Helsinki
and Lusi, a village 40 km north of Lahti, the
fourth largest city in Finland. The expressway
will serve a region that is developing rapidly
and facing serious traffic congestion. [ndustrial
production, population and vehicle registration
in the area of the expressway have been
growing faster than the national average.

The loan is the World Bank's third for Finnish
highways. Two previous loans totalled $ 48.5
million and financed construction and paving
works. The first also included a fransportation
study upon which the present project is based.

The latest loan will cover the foreign exchange
cost of the project and is being made to the
Republic of Finland for a term of 15 vyears,
including three years grace, at an interest rate
of 7% per cent. In addition to the $ 33.8 million
project cost, the Finnish Government expects
to spend $ 5.2 million for land acquisition, con-
struction supervision and project preparation.

Finland’s National Board of Public Roads and
Waterways will implement the project. Com-
pletion is scheduled for the fall of 1973.

Mortgage Bank of Finland Oy raises
US $ 15 million in Western Europe. A loan
agreement was signed in Helsinki on Feb-
ruary 18, 1971, according to which the Mort-
gage Bank of Finland Oy will make a bond
issue of US $ 15 miilion, equivalent to 63 mil-
lion Finnmarks, in Western Europe. The rate of
interest on the issue is 8% per cent, the price
of issue is 98 per cent and the loan period
15 vyears. The banking consortium through
which the loan is launched is headed by
Bangue Lambert S. C. S. The bonds are quoted
on the Luxembourg Stock Exchange.

The proceeds of the loan will be used for
investments in the Finnish plastics industry.
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Trade agreement. On february 8, 1971, an
agreement was signed between Finland and
the People’s Republic of China regulating the
exchange of goods for 1971. The total value
of trade is about 136 million marks.

The Finnish export list includes paper, pulp,
rayon, copper products and urea. The import
list comprises soya and other beans, oil seeds,
rice, various textiles, tin, fruit, tinned goods,
chemicals and medicines.

Board of Management of the Bank of
Finland. On March 5, 1971 at the meeting
of the Cabinet the President of the Republic
appointed Mr Paivié Hetemaki, LL. M., member
of the Board of Management of the Bank of
Finland as from April 1, 1971. Mr Hetemaki has
served as managing director of the Finnish
Employers’ Confederation since 1962,

BANK OF FINLAND
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Mauno Koivisto
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A. Simonen Ahti Karjalainen
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Heikki Valvanne Jaakko Lassila
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P-E. Osterlund
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