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Bank of Finland foreign exchange reserve, 1966-1971
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RECENT STABILIZATION MEASURES

The international economic slow-down has
caused a slackening in the growth of Finnish
export demand and of investment and total
output. However, a continuous rise in private
consumption was encouraged by the wage
and salary increases effected at the beginning
of 1971. Consequently, total demand and
imports are still so heavy that the current
account deficit is causing concern. The eco-
nomic policy introduced to deal with these
circumstances is intended to curb imports,
mainly through the regulation of consumption
demand. During the latter half of 1971 meas-
ures will also be taken to stimulate investment
and employment through monetary policy and
selective fiscal policy.

TAX INCREASES ON CONSUMER
DURABLES

The growth of the sale and imports of consumer
durables has substantially exceeded that of
total private consumption and total imports.
This development is expected to continue
during 1971. Therefore on the 6th of June
1971 a supplementary turnover tax of 15 per
cent was temporarily levied on domestic as
well as imported consumer durables.

IMPORT-EQUALIZATION TAX

Under the prevailing sales tax system domes-
tically produced Finnish goods are subject to
an occult tax, which does not burden the
imported goods with which they compete.
in order to abolish the preferential treatment
of foreign-produced goods the Government,
on June 6th, 1971 imposed an import-equaliza-
tion tax. It covers 7b per cent of all imported
commodities and its weighted average is
2.3 per cent while the absolute limits are 1.2

1 1244671

and 5.0 per cent, depending on how high the
occult tax is in the category concerned.

INVESTMENT AND COUNTER-CYCLICAL
DEPOSITS

It has also been the Government’'s aim to
support investment activity and safeguard
employment. For this reason the Cabinet has
decided 1o allow the use of invesiment reserve
funds from the beginning of November 1971
for investment in housing or investment in
development regions. Firms are obliged to
start using their investment funds from the
beginning of February 1972 onwards. The
purposes for which these funds may be used
have also been extended. At the same time
new transfers to investment funds will be
limited.

The counter-cyclical deposits made by firms
in 1969 and 1970 will have to be utilized
during 1972 or the first part of 1973. Tax on
the use of the counter-cyclical deposits will
be postponed if the funds are used for the
implementation of measures supporting eco-
nomic growth and environmental protection.

To secure employment and a sufficient level
of total investment direct public investment
and investment financed by public funds wiill
be increased from the latter half of 1971
onwards. Residential building will be given a
special stimulus by using funds allocated for
this purpose as early as next winter. The other
investment objectives will be determined in
connection with the 1972 budget proposals.
Governmental counter-cyclical funds will be
used for the financing of these investments in
a way to be decided later.

The Government will also expand facilities for
the retraining of labour so that roughly one
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per cent of the total labour force will attend
courses annually. Moreover, the Government
has promised to submit bills for the establish-
ment of permanent counter-cyclical policy
arrangements based on proposals submitied
by a committee which has been investigating
the matter.

MONETARY POLICY MEASURES

In connection with and in support of the
Government’s fiscal policy action, the Bank
of Finland introduced certain monetary policy
changes. The most significant step was the
increase of the interest rate on central bank
credit from 7 per cent to 8 % per cent from
the beginning of June. This involved a rise of
one percentage point in all deposit rates of
interest with the exception of those on cheque
accounts and the postal giro accounts. This
increase came into force for new loans on
May 24, 1971 and for old loans as soon as
their terms ailowed.

The increase in interest rates is likely to reduce
capital-intensive investment and to increase
labour-intensive investment. The efforts to
reduce the current account deficit also necessi-

tated the increase in interest rates: in particular,
stock holding of imported goods has been
made more costly. This measure was also
taken to safeguard the real value of deposits
and the interest paid on these, which again
should secure an undisturbed development of
savings and investment.

The Bank of Finland simultaneously announced
new instructions for selective credit-granting.
Total outstanding personal credits, except
credits used for housing or real estate as well
as study loans, are for each banking institution
to be reduced from their level at the end of
1970 to a maximum of 95 per cent by the end
of September and to 85 per cent by the end
of December 1971.

The Bank of Finland and the banking institu-
tions have moreover negotiated about the
differentiation of lending rates with a view to
channelling credit for purposes most appro-
priate in the present cyclical and balance of
payments situation. Plans are also being made
to re-organize certain special credit arrange-
ments and to improve the availability of
investment credits in general.

June 15, 1971



BANK OF FINLAND Milt. mk
1970 1971
June 30 Dec. 31 June 8 June 15 June 23  June 30
Assets
Gold and other foreign assets 1749 1965 2 037 2 052 2098 2138
Gold 189 121 121 121 121 121
~ Special ¢ drawmg rights 93 98 1903 193 193 193
IMF gold tranche a 178 281 272 T 272 272 272
" Foreign e&éli'a}'i'é};""_" T 1130 1344 1330 1342 1385 1425
_ Forelgn il I e = e =
Forcion bonds Pt e i R 26
Claims on domestic banks ) 637 839 847 791 894
Discounted bills 590 827 835 ) ?'5'3_' 841 877
. Redlscounted bl e e 1
. Cheque accoums e . R X ———— RS
= Iendlng s _ '2Es = 283 318 318 ‘53‘5;' _ 347
_l_r_ﬂz;nd hills dlSCOUnlEd ) o B T o T
In foreign currency — — —_ — — —
"_'iﬁ_'ﬁh_rﬁéh marks 151 137 179 179 217 1209
Loans i e e i3 i3
Other assets 868 689 651 743 772 762
Finnish bonds 455 64 89 172 201 191
" Finnish coin o 10 8 15 18~ 18 19
Currency subscriptioﬁ to Flnlandsqu_ota o '
in the IMF 352 518 526 526 526 526
Other claims 51 99 21 27 27 26
e IS e __T Om o e i = e
Liabilities
Notes in circulation 1265 1344 1 265 1285 1 344 1 355
Liabilities payable on demand 100 126 77 83 87 141
_Torel_gﬂ;c_ha_n_ge accounts 74 94 51 B8 81 50
Mal’k ac_ct_)L;nts of holders abroad 1 ;I_. o 12 10 9 9 _-9
~ Cheque accounts T
Treasury 1 2 0 1 1 23
Fost Gifca ark e e, 1 . — 5 " "4
e D s e E : - - 1 iy
Other 2 3 4 3 4 4
“Other snght ||ab|I|t|es ) 11 10 12 11 11 11
Term llabllltles T 745 633 690 750 851 852
Forsian 2 S JECRP Ay
" Domestic _ 633 690 760 851 852
IMF mark accounts 352 518 526 526 526 526
Allocations of specual drawmg r|ghts o 88 88 173 173 178 173
Equallzatlon accounts 416 404 432 428 425 432
Bank's own funds B ‘556 663 7890 669 661 662
"Capital 300 600 800 600 600 600
" Reserve fund 200 0 32 32 32 32
Profits undisposé'd" TTT2g — 32 —_— — —
"'Ezr_r'ﬁEIess expenses (Dec 31, Net
profit) 28 63 26 27 29 30
Total 3622 3776 3 853 3904 4 067 414



BANK OF FINLAND Mill. mk

Gold and foreign accounts Treasury

End of

Liabilities i Net
vear and Goldand  on foreign  eoreon,  Other  Other foraign Claims  Liabilities, claims

foreign exchange foreign foreign on Cheque on the
exchange and mark r(qlsir\2/§ assets liabilities (Si?fs) Treasury account Treasury
accounts (7—8)
1 2 3 4 5 6 7 8 9

85 889 76 83 882 9 5 -
45 88 84 67 88— 11— 2
61 495 81 101 475 I
_ BRen 354 -7

4
34 1382 %4 3 37
4
2

1964
1966
1067
1968
e
T

(%0 1838 1% 4 —200
B18_ e s

1970

April 1485 58 1427 546 356 1617 —170
Vo s e Tien T st Tew | ier Tes
fane " TEE o ot Hs  wi T Test © et Ciod

7 —177
Lo
1
Juy " 1642 83 1859 451 331 1679 160 2 —162
3

Aug.  1ess 78 1607 440 331 1716 —149 —150
S iesE s Tels aie” Tsw om0 ra T3 rmo
v e T2 448 .. T 3 o
Nov. 1737 85 1652 —137 62 —199
B T 756 L A i

1971
Jan. 1992 76 1916 6% 518 2038 118 2 —120
Feb. 2024 631 518 2060 116 3 —118

March 2137 8 : 642 518 2175 14

At a0 e et we som T iis
May 1888 86 1832 650 626 1966  —108 1 —109
June 2011 59 1952 863 526 2079

FOREIGN EXCHANGE SITUATION Mill. mk

Net holdings, Dec. 31, 1970 Net holdings, May 31, 1971 Change

?:fn’}';,?J Other Total ?:?,:}';:g Other Total May Jan.—May

Gold 121 - 121 121 —_ 121 - -
Special drawing rights 98— 9% 193 — 193 +1  +95
IMF gold traﬁcﬁe S 280 - 280 272 —_ 272 — — 8
Convertible cumencies 1302 —103 1199 1271 —20 1251 —95  + 52
Other currencnes —63 8 7 —24 —3 —27 —6 + 44

ol 173 T 1627 1833 23 1810 —100 4183
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BANK OF FINLAND Mill. mk
Domestic banks Other
End of Liabhilities, .
"onth coumed counted _Cheque Cheaue seounts Ne;"c:?('?s tl’r']'l':n‘?‘ Other | japjiities on the res e
bills bills accounts ! Private Post Office {1 +2+3i4 F,;,nar;fsh advances eco::;mv
banks 2 Bank 2 —B) {7+8—9)
1 2 3 4 5 6 7 8 9 10 11
1964 — 448 — 16 50 78 92 2 168 1003
1965 — 641 — 12 8 76 72 82 116 1029
1966 - 915 — 1417 180 85 72 193 1106
1967 — 868 — 185 35 197 383 56 524 1052
1968 — 618 107 163 16 186 195 43 338 1160
1969 — 550 87 93 12 192 269 26 436 1298
P L s I L
553 7 58 41 15 562 157 179 437 —101 1205
B R e s o
590 7 40 42 5 590 151 168 549 —230 1265
683 4 17 47 6 651 163 169 579 —247 1226
664 12 28 — 1 703 162 161 553 —230 1238
e A T e e oy ber Taen
S e e T e 150 s ees _ss1ass
818 8 46 — 45 827 134 161 674 —379 1279
827 9 3 1 4 834 137 246 528 —145 1344
1971
Jan — 3 123 248 668 —297 1255
s STy Tor aan 16 sss 1200
o B . Y w08 s sk 1o
. R S S T D
g e s isa s s ans 1m0
e T e Taoe ied 7e0 —aw isss
1 Including special index accounts.
2 |ncluding cash reserve accounts.
SELLING RATES FOR FOREIGN EXCHANGE Mk
June 30, 1971
New York 18 4192 Frankfurt o. M. 100 DM 119.91 Vienna 100 S 16.82
Montreal 1$ 4104  Amsterdam 100 Fl 117.62 Lisbon 100 Esc  14.80
London 1£ 10.145 Brussels 100 Fr 8. 420 ReykJaVIk 100 Kr 4,76
Stockholm 100 Kr  81.31 Zurich 100 Fr 10235  Madrid  100Pta  6.07
Oslo  100Kr 5908  Pais 100 FF  76.00 ‘Moscow ! "1Rbl 4.6799
Copenhagen 100 Kr ~ 565.94 Rome ~ 100Lit 067256  Cleaning doflars2 1 Cl $ 4.212

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



DEPOSITS BY THE PUBLIC Mill. mk
Sight deposits Term deposits
End of
vear Cheque accounts Postal . . . (21;_°3tf_|9)
month giro Commer-  Savings Co-op. Of?iite Co-op. Al credit
Commer- Al credit accounts ©ialbanks — banks banks Bank stores Institutions
cial banks institutions
1 2 3 4 5 6 7 8 9 10
7291 8760 2503 24516 23366 14375 6485 3107 71850 83113
 697.2 8564 2966 28340 26147 16641 7138 3314 81682 93101
676.9 8437 3094 31826 29544 1931.0 7732 3572 91986 103617
63908 8494 3180 3660.9 33299 22021 8636 3807 10437.3 116047
661.5 8340 3409 41031 36446 24173 941.2 4313 127128
8562 1087.6 4284 4597.8 39664 26831 1027.2 4650 14265.8
10574 13739 5208 52363 43331 30216 11160 521.6 14228, 7 16 123.4
11427 15058 6033 60987 48516 345686 1287.6 5742 162707 18379.8
1970*
May 10740 13443 6638 55627 45409 32190 11883 5453 150562 169643
June 11104 13767 5552 5591.5 45225 31866 11866 5405 15027.6 169595
July '529.3 56065 45407 32024 11927  540.0 15081.3
Aug.  1001.4 12911 5549 5641.9 45843 32404 11984  539.2 152042 17050.2
Sept. 10947 14097 6226 56919 4632.3 32886 1210.9 5531 15376.8 17300.1
Oct.  1047.8 13510 4992 57149 46569 33193 12213 557, 4700 173202
Nov.  1101.0 13960 5543 57774 47037 33724 12305 5592 156432 175935
Dec. 11427 15068 6033 6098.7 4851.6 34586 1287.6 65742 162707 18379.8
1971*
Jan. 11328 1437.1 6568 61397 4903.3 35141 13092 5807 16447.0 185409
Feb. ~ 1060.3 13565 7044 62058 49647 3585.4 1329.3 5911 16676.3 18737.2
March 11527 1466.9  603.1 61888 4979.8 3591.7 13409 5935 166947 187637
April 10969 18970 5707 62151 49863 3611.2 13432 65946 604 18718.1
May 12275 15402 6166 6226.3 49948 3608.6 521 18908.9
% SPECIAL TERM DEPOSITIS. SHARE OF TOTAL DEPOS;TS. PER CENT
40 100% index-tied deposits B 33 month 3:33:1:3 on
c. 6 month deposits 4.5%
w0 ’[’.~E::°mh deposits 6%
‘I \\
20 \ pd \\4 P s ai
/K \\ /-
' "o" /\‘: Y b —
e \.@5//'/ k. IR
ol t Loty il petelopeteleiPulopetelSrope et tedatotedete) | (1] 1]
1968 1969 1970 1971




ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk
Advances granted by Types of advances
yons o | oms (tog Yo
month Commer- Savings  post Office  Co-op. Mortgage & Cheque (6 and 7)
cial banks banks Bank banks banks Bills credits
1 2 3 4 5 6 7 8 9

1963 36213 21345 5440 16089 6643 82262 3468 85730 19865
1964 41532 23180 607.7 18207 8294 93205 4085 97290 20425
1965 45974 2609.2 7165 2030.6 8994 10439.6 4135 108531 20850
1966 52054 29514 7839 2261.0 9088 116307 4798 1211056 22217
1967 55589 3247.7 869.0 24243 10269 125989 5279 131268 2183
1968 58665 34484  940.3 26005 10530 134195 4882 139077 26687
1969 68922 38028 1 049.1 29221 12904 153760 581.6 15956.6  3138.1
1970 79635 43427 12449 34057 14540 177525  668.3 184108 39593
1970*
May 73365 39919 1119.3 30684 1337.2 161869 667.4 16853.3 35555
June 74331 40220 11303 30053 13658 163480 6885 170365 36275
July 74640 40648 11545 31371 13793  16503.9 695.8 171997  3595.0
Aug. 75225 41160 11665 31777 1380.9 16 661.2 701.4 173626 3556.5
Sept. 76832 41851 11844 32371 13781 169640 7039 176679 36283
Oct. 78678 42639 1199.6 33076 13808 172860 7337 180107 36988
Nov. 9291 43213 12256 33669 14312 17556.6 7176 182741 3829.1
Dec '“'7_963.5 43427 12449 34057 14540 177525 6583 184108 3959.3
1971
Jan. 80846 4379.9 12767 34385 14529 179547  677.9 186326 39398
Fab. 81539 4417.3 1288.6 34721 15168 1813056  709.2 188487 40166
March  8247.5 44450 13011 35066 15300 183090  721.2 190302 393569
April 83739 44858 13240 35338 15362 18497.8 7569 192647 3816.9
May 84291 45472 13400 3570.6 15894 187324 7439 104763 40486

MiHl. mik SEASONALLY ADJUQTEE" END OF MONTH FIGURES _
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STATE FINANCES Mill. mk
Jan.—April Jan.—April
Revenue Expenditure
1970 1971 1970 1971
Income and property tax (net) 1082 1266 Wages, salaries, pensions etc. 588 658
Gross receipts (2416) (2777) Repair and ‘maintenance 67 79
_Refunds & local authorities  (—1334) (—1511)  Other consumptron expendrture 246 319
Other taxes on income and Total consumption expenditure 901 1056
PP #n ¥ state aid to local authorities 535 584
Employers’ child allowance State a|d to mdustrles S 476 443
. payments 199 144 ic. price gr_r_l_)_ﬁi_d_i__(_eg_ )
Sales tax 81?___ 951 Child allowances g
Revenue_]_‘r_om Alcohol Monopoly 189 233 Share in national pensions and
Customs dUtles__BHTportCharg_e_s__ 1 59 1 26 health |nsurance ) 148 . 75
Export levy . wrmem———__ Other transfer expendrture 374 390
Excise duty on tobacco 125 127. Totat transfer expanditure 1609 1580
)) » on ||quld fuel 1 85 21 O T T
Other excise dutles 71 84 Machinery and equiprr_r_q_nt.__ . 110 103
Tax on autom. and motor cycles 109____5_-1_(-)' House constructron - 93 79
Stamp duties 72 75 Land and waterway constructron 219 190
Special diesel erhd—vehi__c_l_es tax h 15 - 19 Total real investment e 422 _3.93
Other taxes and srmlla__rﬁv_grlgg ____________ 35 35  Interest on State debt 91 86
. Totltaxes 3075 8414 Index compensations 14 1
Mlscellaneous revenue 168 209 Net de__f_r_g_:__l}_{_)f__%tate enterprlses ____35 - 66
Interest, dividends etc. 42 5y Other expenditure S Y -
S_g_l_g_s_irlc_i_"dep_mcra_'rlgrr_ of property 26 31 Total other expendlture s = a1 165
Redemptions of loans grantg_d 36 45 lncrease |n r__r_r__\_/__e___r)__tq_r__l__e_s______
Total revenue 3347 3751 Lending
T oo Other frnanmal |nvestment
Foreign borrowing T S Total expendlture
Domestic borrowing 190 i T
e - = : Redemptlon of forergn Ioans 40 41
Total borro 190 ———7 iy -
—- e : Redemptlon of domestrc loans 176 163
Def|C|t (+) or surplus (—) —16 —202  Total redemptlon__s__ 216 204
__To_ral__ 3544 3739 Totai 3544 3739
1968 1969 1970 1971
State debt e — —_— _—_
Dec. Dec. Dec. Feb. March April May
Foreign debt =~~~ =~ 2074 =~ 165 1567 1543 1526 1520 1535
3 231_6 2437 2445 2 446 2 456 2494
4 _ 3 2 2
edit 168 46 46 48
Cash____debt (net) — 256 — 217 ~ —_284 —388 —475 —513
Domestic debt 2229 2 261 2202 2106 2020 1991
Total State debt 4303 3917 3759 3649 = 8546 3511
Total debt mlll $ 1 028_ 900 874 ) ____849 ) 840




FOREIGN TR

ADE

Mill. mk

Value mill. mk

Period

Exports
f.0.b.

Imports
c.if.

Surplus of
exports (+)
or imports

Period

ndices of exports and
imports 1862 = 100

Volume

Unit value

Exports

Imports

Exports Imports

Terms of
trade

1966 .
1967
1968

1969

5231.2

1970*
June

Aug. 824.5

48169

68742
(83447
1970" 96867

8058
1822

..5b244
57944
_.67108

85048

~563.2

Fiess

—160.1

1966

122

135

112 104

108

1967

129

135

115 110

1968

143

129

136

1969

187 16

0 141 136

205
132

103

104

110769

8263
866.1.

. 839 _.

—18%02

— 185

1870

176 19

2 156

1968
July-Sept.

142

798.1

+ 26.4

Sept.
Qgt.

...876.0
..9120

10196

—1 4319.._

9647

— 52.7

Nov.

Dec. 914.4.

1971*
Jan.
Feb.
March
April

8679

. 6938

Jan.-Apr.
1970

71T 287389

8497

_— .656.5 e e e -

298001

L9918
A8

888
7354
914.6
954.0

32853
L.34828

—1416

—503.4

o 109__
A
2881

—~260.2

78852

—608.9

Oct.-Dec.

181 14

e 15 AT

5139 132

47

ce

108
106

1969
Jan-Mar.

140_

147

188 134

Apr-June 164 1561
1 5.

July-Sept.

174

Oct_:_-_D___a__(_:__.__ .

1970

Jan-Mar.

Apr.

19711

Jan-Apr.

Apr.-June
July-Sept. 182
Oct-Dec.

1%0 18

A5z
78

93

149

162
189
186
228

187

L1898 T

7. .146

184
167

147
151

165 184

142 134
138

186 144
186 146

. 103

108
108

108
oz
105

104

107,

1 The 1971 figures have been calculated by converting the final 1970 Fisher index with the percentage change in the 1971—

1970 Laspeyres index.

IndexX T VALUE INDICES 19822100 e [ G EASONALLY ADJUSTED VOLUME 1962=100
L_ ! 'I‘“
160 t e 200 7%
Exports f.0.b. N " y
s ¢ %
o -y
?"_- [’ 1
1490 R —— il 180 —"\ )
i N W N
¥ ¥ 2, e ko 52 ORER imports ¢.it Total exports ,‘
| 4
120 16¢ 4
—
ST S “|I“""""“""‘""“'""'lmmuwm A /,’ Total imports
100 Terms of trade 1407 "“v 7
7 v
‘ Y |
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1969 1970
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FOREIGN TRADE BY MAIN GROUPS

Mill. mk

Exports, f.o.b.

Imports, c.i.f.

N R Finished d
Period Agri- Round  Wood _Paper '\gﬁf:grizg- Other mat:}";/eals Fuels and T 900Es
cultural  and hewn industry  industry industry goods and pro- \uybricants . .
products timber products products products ducer Investment Consumer
goods goods goods
1966 2640  59.0 863.56 22970 8772 4562 24505 589.8 14485 1035.6
1967 2614 543 8657 23845 1080.6 5847 25459  668.2 14628 11175
1968 3271 555 11577 29940 15664 7735 30231 8740 15242 1289.6
1969 3602 719 14004 33739 20118 11265 36929 9486 2229.4 16339
1970* 4263 880 15440 3789.4 24372 14018 49181 1249.3 29055 2004.0
1970*
June 27.1 107 1606 3167 1926 10871 3959  89.9 2001  139.4
July 25.1 109 1631 311.6 1820 895 4168 724 2219 1560
Aug. 308 124 1542 3432 1633 1206  336.1 1424 1817 1379
Sept. 436 129 1600 3231 2026 1438 4798 1091 2437  187.0
Oct. 246 110 1615 3406 2309 1434 4193 117.2 2456 182.6
Nov. _ 29.6 6.6 1457 3121 2344 1213 4214 1343 2656 1700
Dec. 52.3 7.2 153.6 326.2 262 3_ 112. 8 617 6 142 4 458 6 199 2
1971*
Jan, 57.9 43 1162 3061 2769 1085 3689 965 2587 1547
Feb. 290 12 828 3037 1268 1132 2886 797 2217 1464
Merch 852 26 927 3085 625 1350 3442 779 3006 1909
April 271 26 1164  296.6 132.5 1186  361.2 828 3156 1944
Jan.-Apr.
1970* 1669 69 3339 11903 7571 4560 14218 3316 8655 6664
1971* 169_.2 10.7 407 1 1_21_3_9 597.7 ___475 3 1__362 9 3ﬁ5_910976 685.4
Ml mk T Mil.mk
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
3-MONTH MOVING AVERAGES 180 3~ MONTH MOVING AVERAGES
1000
160 v AT
e’ Bilateral exports f.0.b. R
800 s ‘\ 140 T ;' " e
Multilateral Imports c.i.f. ‘a' 3 £ J
Y- L;"'N s 120} i
AV |\
- 100 W Bk W g
’.. Muitliateral exports f.0.b. J Bliateral imports C.L.f.
400 %= 80
60
ppandpppopndevpravergttopespr gt de iy [EINN RIS IR RSN RN I NN NN NI NN NN
200 1968 1969 1970 1971 1968 1969 1970 1971
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FOREIGN TRADE BY COUNTRIES

Mill. mk

Exports, f.o.b.

Imports, c.if

January—April January—April
Area and country
1970 1971 1970 1971

% Mill. mk % Mill. mk % Mill. mk % Mill. mk
OECD countries in Europe 708 20543 718 20638 747 24552 758 26403
Austria 1.0 28.3 1.0 28.0 1.4 45.4 1.7 57.9
Belgium-Luxembourg 1.7 50.7 1.8 53.0 2.0 64.9 1.7 60.9
Denmark 3.9 1144 3.9 1126 34 1113 37 1277
France 40 1167 39 1120 3.8 1238 34 1195
Federal Republic of Germany 108 3119 106 3051 177 5827 168  584.9
ltaly " 2.8 76.4 2.0 57.7 2.1 70.3 2.2 76.3
Netherlands 41 118.6 44 1256 35 1146 3.6 1269
Norway 3.2 929 38 1093 2.2 73.9 2.7 96.5
Portugal 0.4 124 03 8.3 0.9 28.4 0.7 23.2
Spain 1.1 30.4 0.9 26.8 03 111 0.9 30.6
Sweden 17.6  509.8 157 4496 185 609.0  19.2 6695
Switzerland 1.8 51.4 20 581 34 11086 38 1327
United Kingdom 17.2  498.8 195 5607 152 4985 151  524.1
Other ' 1.4 41.6 20 570 0.3 10.7 0.3 10.6
OECD countries outside Europe 6.0 174.5 6.3 181.3 5.3 1731 7.0 2454
Canada 1.0 29.2 0.8 225 03 106 0.2 8.5
Japan 0.3 8.8 0.1 4.5 1.8 59.9 2.5 87.8
United States 47 1365 54 1543 3.2 1026 43 1491
Eastern Bloc 16.8  457.2 132 3807 161  527.8 149 5206
Czechoslovakia 0.5 160 0.5 14.3 04 139 05 171
Democratic Republic of Germany 0.6  16.9 05 160 05 16.9 0.5 18.8
People’s Republic of China 0.8 243 03 93 02 51 0.5 16.1
Poland 1.2 333 1.2 33.6 0.8 26.9 1.6 54.5
Soviet Union 11.7 3385 9.9 2850 134 4383  11.3 3952
Other ' 1.0 29.2 0.8 22.5 0.8 27.7 0.5 18.9
Latin America 2.4 69.8 28 789 20 65.9 0.6 21.6
Argentina 0.8 238 10 284 0. 46 01 4.3
Brezil 05 145 07 187 06 182 00 0.4
Colombia 0.2 62 03 78 06 204 00 0.1
Other 09 253 08 240 0.7 227 05 16.8
Other 50 1443 5.9  169.2 1.9 63.3 17 54.9
GRAND TOTAL 100.0 29001 100.0 28739 1000 32853 1000 34828
of which
EFTA countries 451 13083  46.3 13309 450 14787  47.0 1637.
EEC countries 233 6744 227 6534 201 9562  27.8  968.6
OECD countries 76.8 22288 781 22451  80.0 26283 828 28857
3 12448—=T1 11



BALANCE OF PAYMENTS

Visible and |nyestment

Visible Visible Visible  Transport, Travel, Other invisible Transfer  current

Feied | epene mpers e, Thl™ Thel eyl el U emmen sccoun
1968 6832 6730 +102  +481 — 8  —26  +B60 276  — 6 + 269
1969 8296 8528 —232 4579 + 4  —13  +338 —323  +72 + 87

1970 9634 11099 -—1465  +716  +142 =~ +17 690  —397  --18 --1005

Jan.-Mar
1968 =~ 1385 1516 —130 +103 -—16  +7 —36 —58 +1 —93
1969 1696 1944 —248  +128 —20  —11 151 —57 = +80  —128
1970 2074 2309 —285  +167 — 9  —3 —8 _—8 11 _ 177
1971 2167 2536 —369 #1656 — 13 +18 —199  —1383 -1 3833
Apr.-June

1968 1808 1829 —21  +183 —12  +2 4102 —67 ~—1 *+34
1969 2002 2008 — 6 140 —17 =~ —6 +M -84 -7 +20

1970 2429 2721 292 +140 _ +10  +0 —142 —96 _ +1 —237

July-Sept.

1__968 ______‘I_g()_____‘lﬂ_S_OO +180 +147 + 32 + 0 +359 — 67 — 1 +291

_1_9_6_9_ 2168 ____2 022 +146 +_116 + 38 —14 +286 — 80 + 1 +207

1970 2471 2690 —218  +196  +109 —4 +8 —10 —1 —29
Oct.~-Dec.

1968 1959 1886 + 73  + 98 --12 34 +126 — 84 —4  +37
1969 2430_ 2554 —124 +19§ + 3 +18 o+ 92 _—102 — 2 — 12

1970 2660 3879 719 +213 + 32 424 450 105 —7 —562

Mill.mk
200}

SEASONALLY ADJUSTED QUARTERLY FIGURES

-200

-4001~

Bl Visible trade account
% Visibie and invisible trade account
600 A Current account

PN I N L 1]
1968 1969 1970 1971
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Mill. mk

Short-  Short-

Miscella-

Reserve movements

) . Long-  Miscella- Current &M term  neous g‘:ﬁ?ﬂ}
Ormros Anorizy L N0 g Ot D SR RS
long-term long-term  export capital capital long-term ang pre. and pre-  capital excl. Other
loans loans credits, items, account  capital pay- pay- itemsincl, Ye88Ive pank of  foreign
net net? account  ants,  ments, errorsand  MOVe-  Finland  exchange
net net omissions Ments holders
+1245 —868 —167 —81 +129 +398 +235 — 64 + 28 +597
+1056 -—723 —180 —51  +101  +188 +284 —311 — 6 +155  +11
+1479 —694 —253 202 +330 —675 +751 +237 +2322 +b45 563
+ 214 —140 — 54 + 4 +24 — 69 +168 +191 + 24 +314 —401 + 87
+ 311 —201 — 8 —16 + 87 — 41 +112 +147 — 46 +172 —135 — 37
+ 278 —168 — 51 +1  + 70 —107 — 9 +225 + 482 +167 —240 + 83
+ 617 —233 — 15 —20  +349 + 16 + 21 +339 — 347 +342 314 _ 28
+ 396 -—214 — 18 —18 +146 +180 +190 —-144 — 56 +170 —233 + 63
+ 279 —155 — 98 —39 —13 + 7 —23 —92 — 6 —114 +252 —138
+ 220 e e — 2 oan ot Cater 62 v el s 4
+ 226 212 —14 =29 — 29 +262 — 98 — 27 — 25 +112 — 18 — 94
+ 146 —146 — 17 +6 — 11 +196 + 34 —284 +19 — 35 +161 —116
fwss s s ey Gws sw s — 2 s — o e vias
+ 409 -—302 —81 —38 — 12 +26 — 25 — 84 + 8B + 1 —12 + N
+ 319 —221 —57 —3 +38 +26 +161 —82 +27 4132 —163 + 21
+ 622 —170 —73 141  +238 —324 +530 —38_ +289  +457 —121 —336

Assets: increase —, decrease +. Liabilities: increase +, decrease —.
* Including Direct investment net.

2 Including Allocations of special drawing rights 88 million in 1970 and 85 miliion in 1971,

Mill. mik|
400

200

-200

-400

J

[ Current and long~-term capital account

% Over-ail surplus/deficit excl. reserve movements

| T N

J

1968

1969
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PRICE INDICES

Wholesale prices 1949 =100

Origin Purpose Stage of processing 964 =100

period Total Domes- Im- Pro- M:Chgiln' Con- maRt:‘rli\;Is SL",‘S_'V 21'?5? Wages Buildi

tic ported ducer transport SUMEr  and com. cessed orately Total buillré ing m:;erli:g

goods  goods  goods gquipm. 99095 modities goods Processed irade

goods
1968 275 280 259 271 276 281 301 264 268 126 133 115
1969 286 288 271 283 291 285 813 276 273 131 139 119
1970 297 300 286 299 317 290 329 290 283 138 146 126
1970
Aug. 298 302 285 300 314 292 332 291 283 138 146 127
Sept. 298 302 285 300 316 292 332 289 284 138 146 127
Oct. 209 301 290 300 331 289 331 287 287 138 146 127
Nov. 299 301 289 299 331 290 333 285 287 138 146 127
Dec. 300 803 291 300 336 291 334 287 289 139 146 128
1971
Jan. 305 307 297 305 345 295 341 290 294 141 148 130
Feb. 308 310 298 306 347 301 344 291 297 142 148 130
March 308 312 297 306 348 302 3845 292 297 143 148 133
April 308 311 298 307 852 300 342 293 299 148 164 133
May 309 312 298 307 353 300 340 294 299 149 164 133
Consumer prices 1967 =100

Con-

Period clti"?i':‘gf ;t:;:;:; Bever-  Clothing ing Lumiture, i Other
Oct. 1951 Oct_D9C: Yotal  Food ages and © pony %I:?atgling M Traffic Ed‘;ﬁ?}!on goods

=100 tobacco wear lighting opgﬂ,‘fion recreation services
1968 212 166 109 111 110 106 107 108 109 110 108 109
1969 217 170 112 115 111 108 111 109 110 110 110 112
1970 223 175 115 116 115 109 115 121 116 118 113 115
1970
Aug. 223 176 115 118 114 109 116 118 114 113 113 116
Sept. 224 176 115 118 114 110 116 121 114 112 113 116
Oct. 224 176 115 117 114 110 116 126 114 113 114 116
Nov. 225 176 ) 116 117 114 111 115 129 114 114 114 117
Dec. 226 177 116 116 114 111 116 131 115 115 114 118
1971
Jan. 228 179 17 M7 17 111 116 137 115 117 116 122
Feb. 229 180 118 118 117 111 117 138 116 119 115 123
March 231 181 119 119 117 111 118 140 116 120 116 123
April 232 182 120 119 117 111 120 140 116 120 117 124
May 233 183 120 120 117 111 121 140 116 122 117 124
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WAGES

Index of salary and wage earnings 1964=100

By industries

By institutional sectors

Period
i . Ali All All
Wage earners in Employ- State Miugllc- Eerggl?r}{- salary wage employ-
Agri- Manu- Con- ees in employ- pl ; > earners earners aes
grl factur- struc- i employ private
culture ing tion services ees ees sector
1968 151 142____ 136 147 141 14_9___ 139_ ) 'I42 140 141
1969* 164 154 143 156 151 158 15Q_ 15(_)_ ) 1 50 ) 150
1970 186 169 170 162 _ 159 165 1@53 155 1 69 ____163
1969*
Apr-June 160 163 166 161 158 191 160 150 150
July-Sept. 167, 154 156 162 168 182 161 161 151
Oct.-Dec. 167 167 156 162 - 158 ) _‘_I_52 161 151 __151
1970*
Jan-Mar 178 166 167 162 159 165 160 - 155 185 160
Apr-June 187 169 18 162 159 165 163 155 171 164
July-Sept. 187 171 171 62 189 165 164 16 171 164
Oct.-Dec. 193 171 172 162 159 1656 164 155 _ 170 ) 16_3
1971*
Jan.-Mar, 206 186 183 170 164 164 184 175
PRODUCTION
Volume indices of production 1964=100
Period Indus- House Landand  Trans- Commerce, . Public
Gross trial Agri- For- con- waterway port and banking Ownership agmin .
domestic ro- culture estry struc- construc- communi-  and dweil- "534 Services
product  g,ction tion tion cations  insurance ings defence
1967 110 115 95 89_ 117 106___ 109 113 114 114 114 _
1968 113 121 _97 93 109 108 ___'_I_14 111 118 ) 119 119
196_9__ 122 _ 137 96 1 02 125 104 123 _ 12_3 1__23 123 127
1970* 1 31 1 50 94 1 11 __1 41 ) 98 1 31 ) 13? o 129 128 _ 133
1970*
Jan-Mer. 126 149 63 155 83 89 120 121 127 127 132
Aprodune 130 151 75 127 126 99 182 133 127 127 133
July-Sept. 132 139 ) 170 56 1 76 B 99 N 1 38 o __1 32 129 128 133
Oct-Dec. 135 160 60 107 172 84 135 __ 145 132 130 136
1971*
Jan-Mar 127 142 62 162 99 % 126 128 1838 131 138
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PRODUCTION

Index of industrial production 1959=100

Special indices of manufacturing Total,
Period adjusted
Total I?rY:r?tt- proogll.lecrer Cons%mer Chemi- Non- for |
goods Food Wood Paper emi metallic  Metal seasona
goods goods industry  Industry indlfstry . ca mineral  industry varia-
industry  industry tions
1967 172 163 180 158 160 125 187 233 224 168 172
1968 182 176 191 164 163 132 202 263 240 177 181
1969 206 210 212 187 176 148 222" 278 274 199 205
1970 223 228 231 204 186 159 234 320 295 217 223
1970*
Jan. 227 239 163 166 242 328 270 221 217
e G o e TR e 338 rie ety ey
o oy san" e o) e St T
Apil 239 1240 195 191 238 327 310 243 217
May 220 226 178 168 226 306 296 217 220
June 215 224 216 1956 147 209 308 306 213 224
Juy 174 133 192 189 133 247 270 288 127 224
Aug. 221 212 226 189 128 248 300 309 200 228
Sept. 233 245 238 184 162 243 309 318 232 225
Oct. 241 261 249 217 168 239 349 325 245 226
Now 5 i oa o 6 e “aar or " e
Dec. 235 248 242 193 163 215 365 289 234 228
1971
Jan. 230 241 243 198 159 166 247 344 292 228 225
Feb. 191 105 203 191 158 164 232 320 284 105 :
March 203 85 213 213 176 184 267 338 287 87
April 229 243 233 212 179 172 219 401 267 226

g T 1 L Index] T T T
INDEX OF INDUSTRIAL PRODUCTION 1959 = 100 INDEX OF INDUSTRIAL PRODUCTION 1959=100
2B0[— SEASONALLY ADJUSTED — 260~ SEASONALLY ADJUSTED

MONTHLY FIGURES MONTHLY FIGURES |
260 240 }
I ’ Investment goods
240 4 > 220

- t 4
220 Paper industry ‘4§_l“l| 4 5 I‘(f 200 W Y
200f—rrat®o N 180 Pl et N
RY.ATA 71-“-. indu Ny 2"~ Consumer goods
otry
180 _}_,_‘/ 3 oo el
.2y
DN
160 S 140
s 3 é oy e g x
140 P L 120
Srg Pt Wood Industry 100
120~ t
soollllliliilil |||1|||||1|||11u||||n INURRSUARER] gobli by DR
- 1968 1909 1870 1974 1968 1969 1970 67g 1971
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE—TRAFFIC

Total Unem- Unemploy- Commercial Retailers’ Whole- Indicator of
. labour Employed ployed ment, timber sales salers traffic
Period force, 1000 1 000 % of total feilings volume volume activity
pbrogns persons persons  labour 1000 s0lid 08200 19892700 19647100
1967 2 205 2142 63 29 30240 . . 103
1968 2188 2100 88 40 3188 100 100 108
1969 2189 2127 62 28 35 338 108 117 118
1970* 2195 2154 41 1.9 39267 114 180 125
1970
March 2129 2075 54 2.5 4952 100 121 118
April 2130 2078 52 2.4 4593 111 134 129
May 2175 2187 38 17 3382 117 130 127
Jure 2828 2284 = 39 17 2469 118 180 127
e s > -2 T e T e ise
o e ame T i rae e 12 s
o e 218 eI iee s R
Nov. 2161 2131 30 14 3308 116 138 120
Dec. 2186 2118 38 18 4719 167 156 125
1971*
Jan. 2111 2061 50 24 4212 96 110 116
Feb. 2115 2087 58 27 4932 124 L
March 2122 2060 62 29 5 067 .
April 218 2078 67 27 4183 ..
HOUSE CONSTRUCTION
’ Building permits granted Buildings completed Building
. Industrial d Industrial ‘Lljvr?d”;f
Period Total :;?E'::s bu|l?ir|rrri‘gs g&%ﬁ:dgzss bl'jllljtti)llll‘lzs Total ::?:l;::s buﬁl?lriwgs 8333%32 bﬁilljctl’ilrlr%s S??g':‘:-"
Million cubic metres
1968 3168 1400  2.95 306 2644 1172 258 915 1.35  34.09
1969 3895 1538 388 1 212 3203 1285 815 1095 332  36.40
1970 4142 17.96 372 236 37.99 1612 422 1247 331 3598
1970*
Jan.-Mar. 658 257 061 281 036 534 250 037 1.92 039  36.29
Apr-June 1425 604 181 6526 050 729 337 053 237 066  40.85
July-Sept. 1152 512 086 425 072 1017 417 145 278 1.03 4147
Oct-Dec.  9.07 “423 044 324 078 1406 550 172 512 119 3598
1971*
Jan.-Mar. 652 286 052 245 033 655 300 049 219 072  33.46
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Since Dec. 31, 1969. Gold and foreign exchange = God
(valued on basis of the par value of the mark) + Special drawinlg
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 |MF. 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.
Page b. 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 SUPPLY

Commercial bank and mortgage bank figures obtained from the
official bank statistics, savings bank figures from the Central
Statistical Office, other figures from the respactive credit insti-
tutions 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 + Postal 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.

FOREIGN 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 Laspsyres
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,
exports by countries of sale.

BALANCE OF PAYMENTS

Pages 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.

PRICE INDICES

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

WAGES — PRODUCTION

Pages 156—16. Figures supplied by the Central Statistical Office.

Page 18. Index 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 saeries is calculated by the Bank of Finland In-
stitute for Economic Research on the basis of the index of indus-
trial production per working day according to a method resem-
bling the U.S. Bureau of Census Method !l. Commodities accord-
ing to use: investment goods waight 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 6.6, paper industry no. 27, weight 13.1,
chemical industry no. 31, weight 6.2, non-metallic mineral industry
no. 33, weight 3.6 and metal industry nos. 34—38, weight 23.56

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

Page 17. Labour figures supplied by the Central Statistical Office.
Commercial timber fellings compiled by the Ministry of Labour.
Retailers’ and Wholesalers® volume indices supplied by the Central
Statistical Office. /ndicator 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 O Less than half the final digit shown
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. Logically impossible

. . Not available - Nil S affected by strike



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Finland formed a part of the kingdom of Sweden
and was raised in 15656 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
Fintand'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 exscutive power is
held by the President, elected for a period of 6 years. Tha President
for the current period, March 1, 1968, to March 1, 1874, 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 52, Conservatives 37, Centre Farty 36, Feople’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 1955, IFC 1958, IDA 1980. EFTA 1961. ADB
1966 and OECD 1969.

LAND

THE AREA is 337 000 square kilometres (Great Britain’s area is
245 000 sq. km and Italy’s area 301 000 sq. 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 3.2 million.

DENSITY OF FOPULATION (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) 155 500, 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 15 years of age
are literate. There are 6 universities (the oldest founded in 1640),
7 colleges of university standard, and 2 teacher training colleges,
hesides teacher training departments in two of the universities.

CHANGE OF POPULATION (1969): births 14.59/qo deaths
9.8 9/oo, increase 1.8 9/g. net emigration 3.0 ©/4o. Deaths in
France 11.7 9/40 and Great Britain 11.9 ¢/40.

TRADE AND TRANSPORT

NATIONAL INCOME (1970, in million marks). Gross domestic
product at factor cost by industrial origin: agriculture 2 727 (7 %),
forestry and fishing 2 683 (7 %). manufacturing 11 643 (30 %).
construction 3 667 (10%). transport and communication 3719
(10%). commerce, banking and insurance 4733 (12 %), public
administration 2 228 (6 %), ownership of dwellings 1 694 (4 %),
servicas 6 328 (14 %), total 38 422. Index of real domestic product
181 (1964 = 100).

FOREST RESOURCES (1960-—1969): The growing stock com-
prised 1 450 million of solid cu. m incl. bark (51 210 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 million 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 exc!. 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 (1970): Cuitivated land 2.7 million hectares.
Number of holdings 287 300, of which 188 400 are of more than
5 ha. Measure of self-sufficiency in bread cereals 123 % in the
crop year 1969/70.

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 223 for 1970 (1959 = 100).

STATE RAILWAYS (Jan. 1. 1971): Length 5874 km.

MERCHANT FLEET (May 31, 1971): Steamers 46 (49 900 gross
reg. tons), motor vessels 383 (570 348 gross reg. tons), tankers
56 (705 131 gross reg. tons), sailing vessels with auxiliary engines
8 (1 208 gross reg. tons). Total 493 (1 326 588 gross reg. tons).

MOTOR VEHICLES (Dec. 31, 1970): Passenger cars 712 000,
lorries and vans 102 900, buses 8 100 others 5 000. Total 828 000.

FINNISH AIRCRAFT (June 1971): Finnish Airlines. Finnair and
Kar-Air have in use 3 DC-8-62s, 3 DC-6s, 8 Super Caravelles, 4
DC-9s and 9 Convair Metropolitans. Companies have scheduled
traffic outside of Finland to 24 airports and to 16 domestic
airports.

FINANCE AND BANKING

CURRENCY. Since 1860, Finland has had its own monstary
system. From 1877 until 1914 the country was on the gold
standard, and returned to it in 1926. In 1931, the Cen-ral 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 ma k
(Finnish markka). Since Oct. 12, 1967, the par value of the mark
is 0.211569 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 branches 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 {(June 1, 1971). Bank of Finland discount
rates 6-—9 %, the rate for discounts or rediscounts for banks 8 ¥, %.
Other credit institutions: term deposits 5 %, 6 month deposits
5% %. 12 month deposits 6 %. 24 month deposits 7 %:; highest
lending rate 11 % from May 24, 1971,
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FINLAND’'S BALANCE OF PAYMENTS IN 1970

by Esko Aurikko, M. Pol. Sc.

Fellow of the Bank of Finland Institute for Economic Research

At the end of the 1960’s Finland went through
a phase of strong economic activity. This
upswing. which began in 1968 was caused
by a vigorous acceleration in export demand
which was caused in turn by the improvement
in the international cyclical situation and the
devaluation in 1967. As price increases were
simultaneously kept under control by stabili-
zation measures pursued since April 1968 the
Finnish export industries were able to maintain
their competitive position.

In 1970 there were clear singns of overheating
in the economy. Bottlenecks in capacity and
especially in the availability of skilled workers
began to appear and as a result the upswing
started to level off in the latter half of the
year. This slackening of economic activity
was intensified by the slow growth of exports
and by economic policies which were intended
to reduce the rapid growth of domestic demand
and consequently imports. The slow-down
was first felt in the export industries as the
volume of exports on the whole did not
increase in 1970 from the level reached
during the latter half of 1969. In spite of the
deceleration in domestic demand the value
of imports grew approximately twice as fast
as that of exports so that after two surplus
years a considerable deficit was recorded
in the current account.

VISIBLE AND INVISIBLE TRADE

The international economic upswing which
had begun in 1968 clearly slowed down in
1970. The growth rate of industrial production
in the OECD countries weighted by their
shares in Finnish exports was slightly over 3
per cent as against 10 per cent one year earlier.

20

World trade still continued to expand vigorously
in 1970. The growth figure was, however,
affected by accelerated inflation which was
more widespread and stronger than at any time
in the past 20 years. The value of world trade
grew by more than 13 per cent according to
preliminary calculations. The corresponding
figure for 1969 had been 14 per cent.

As mentioned earlier, because of the shortage
of capacity in the Finnish export industries and
the deterioration in the international cyclical
situation the volume of exports rose only
modestly. The growth rate of the volume of
commodity exports slowed down from 17
per cent in 1969 to b per cent in 1970. The
accelerated international inflation was reflected
in the development of export prices. The
preliminary calculations suggest that export
prices rose by 11 per cent as contrasted to
only 4 per cent a year earlier.

In line with past developments the exports of
the products of the metal and engineering
industries and other industrial products (pri-
marily the products of the footwear, clothing,
furniture and chemical industries) increased
more than total commodity exports. The value
of metal and engineering industry exports
increased by 21 per cent and that of other
industrial products by 24 per cent. Wood and
paper industry products still formed the most
important category of Finnish exports in 1970,
but as the increase in the value of these goods
was only 12 per cent their share in total ex-
ports dropped by over 2 percentage units to
approximatety 56 per cent.

The value of commodity imports grew by
almost twice as much as that of exports in
1970, i.e. by slightly more than 30 per cent.
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This record increase in the value of imports
was the result of the economic upswing which
had already lasted for more than two years,
causing a lively import demand and of strong

inflationary pressures abroad and the con-

sequent rapid increases in import prices. Tha
growth rate of real GDP was approximately
7 per cent in 1970 after having been 8.5 per
cent in 1969. Accordingly there was a 19
per cent volume increase of imports and an
import price increase of no less than 11 per
cent.

Of the individual categories of commodity
imports the most expansive were raw materials
and producer goods on the one hand and
investment goods on the other. The increase
in the value of the imports of raw materials and
producer goods was more than 30 per cent
reflecting the limited possibilities for domestic
production to meet the sharply expanding
demand for production and for the accurnula-
tion of inventories. The rise in the import prices
of these products was 11 per cent. The con-
tinuing strong investment activity explained
why the volume of investment goods imports
grew more rapidly than the volume of total
commadity imports. Considerable price in-
creases partly accounted for the rise in the
value of the imports of fuels and lubricants.
The restrictive measures adopted during the
year partly explained why the importation of
the so-called non-productive commodities
(consumer goods and passenger cars) ex-
panded somewhat more slowly than pro-
ductive imports.

All in all as commidity exports in 1970
totalled 9 687 million marks and commodity
imports 11 072 million marks there was a
deficit of 1 384 million marks recorded on the
trade balance. In 1969 the deficit was 160
million marks. Some specific factors account
for the deficit in 1970. The year under con-
sideration was the last year of the five-year
agreement period 1966—70 with the Soviet
Union and exports tend to grow slowly during
such a year. In addition there occurred sub-
stantial increases in the price of steel and a
simultaneous building-up of inventories. More-
over unroasted coffee was temporarily duty
free until the end of the year so that coffee
imports soared during the last months of the
year.
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TABLE 1. GOODS AND SERVICES, AND TRANSFER PAYMENTS, MILLION MARKS

Receipts
Merchandise 8 345
Adjustment items —_ 49
Non-monetary Gold
Total trade 8 296
Transport 896
Travel 375
Government 38
Non-merchandise insurance 191
Other services 300
Total goods and services 10 096
Investment income 101
Transfer payments 113
Total current transactions 10 310

The multilateral trade deficit was 1 124 million
marks whereas the deficit, explained above, in
trade in non-convertible currencies was 260
million marks. The visible trade deficit including
foreign trade adjustment items (e.g. seamen’s
taxfree imports, grants in kind and stevedoring
costs) was 1 458 million marks.

The development of the other items on the
current transactions account, i.e. services and
interest and transfer payments, was favourable
in 1970 as in the preceding years. In net
terms there was a 460 million marks surpius
recorded. A year earlier this figure was 319
million marks. On the service account the
surplus of transport receipts amounted to 716
million marks which is 137 million marks more
than in 1969. At the same time as the gross
tonnage of the Finnish merchant fleet grew
during 1970 by 11 per cent there occurred
also substantial increases in the level of inter-
national freight rates.

Receipts from travel increased 44 per cent over
the previous year. As the corresponding ex-
penditure grew by only slightly more than 7
per cent there was a surplus of 142 miliion
marks on the travel account (See Chart 1).
The favourable development on this account
began after the devaluation in 1967. Con-
sequently there was in 1968 a small deficit on
this account and in 1969 for the first time in
the 1960's a surplus was recorded on the
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1969 Net 1970 Net

Payments receipts Receipts  Payments receipts
8505 — 160 9 687 11071 — 1384
15 — 64 — 53 20 — 73
8 — 8 8 — 8
8528 — 232 9634 11099 — 146b
317 579 1116 400 716
371 4 541 399 142
31 7 43 35 8
190 1 240 232 8
321 — 21 391 390 1
9758 338 11 965 12565 — 580
424  — 323 141 538 — 397
41 72 35 53 — 18
10 223 87 12 141 13146 — 1005

trave! account. The deficit on this account in
the years prior to 1967 averaged around 100
million marks.

As throughout the 1860’s Finland has been
a net importer of foreign capital interest
payments have consistently grown in absolute
terms (See Chart 2) as well as in relation to
total payments on current account. Net interest
payments abroad increased by 74 million
marks to 397 million marks in 1970. Net transfer
payments amounted to a deficit of 18 million
marks.

To sum up, as total income on the current
account grew by 17.7 per cent to 12 141
million marks and the corresponding expendi-
ture rose nearly 29 per cent to 13146 million
marks there was a current account deficit of
1005 million marks. In 1969 there was a
surplus of 87 million marks.

LONG-TERM CAPITAL MOVEMENTS

The current account deficit in the Finnish
balance of payments 1960—1967, which
reflected strong and continuous structural
change in the economy, could not be financed
by domestic savings alone. Therefore the net
inflow of foreign capital has been considerable
(See Chart 3) and the service charges due to



TABLE 2. MOVEMENTS

OF CAPITAL AND MONETARY

GOLD, MILLION MARKS

1969 1970

_ Assets Liabilities  Net assets Assels Liabilities Net assels
increase—  increase+ increase— increase— increase+ increase—
decrease+ decrease— decrease+ decrease+ decrease—  decrease+

Non-monetary sector
Private — b78 + 646 + 68 — 425 + 1792 + 1 367
Long-term capital — 240 + 370 + 130 — 436 + 817 + 381
Loans drawn - + 850 + 850 — + 1 385 + 1 3856
Loans repaid — — 5N — b11 — — 568 — 558
Other — 240 + 31 — 209 — 436 — 10 — 446
Short-term capital — 338 + 276 — 62 + 11 + 9756 + 986
Public (central and local governments) — 14 — 16 — 29 — 9 — 41 — 50
Loans drawn — + 205 + 206 — + 94 + 94
Loand repais — — 212 — 212 — — 136 — 136
Other — 14 — 8 — 22 — 9 + 1 — 8

Monetary sector

Banks (including the Bank of Finland) + 31 — 245 — 214 — 1188 + 633 - bbb
Loans drawn — — —_ — —_ —
Loans repaid —  — 13 — 131 — — —
Other + 31 — 114 — 83 — 1188 + 633 — bbb
Aliocation of Special Drawing Rights — — — —_— + 88 + 88
Total — 561 + 386 — 175 — 1622 + 2472 + 8560

foreign debt (amortizations and interest) have
increased substantially.

The international capital and foreign exchange
markets were rather stable in 1970 compared
with the previous year. However, some dis-
turbance was caused by the inflationary
tendencies in the western industrialized coun-
tries. As a result of the recession in the United
States and the cessation of the boom in the
West-European countries there was a slack-
ening of investment demand and the interna-
tional capital market eased markedly, especially
during the latter half of the year. Interest rates
in the international capital market, which had
been at record levels in 1969, declined during
1970. This easing in the international capital
market had a particular effect on long-term
capital imports. In January—June the net
inflow of long-term foreign loans was 149
million marks while the corresponding figure
for the latter half of the year was more than
four times as large, i.e. 639 million marks.

Only three Finnish bond issues were made
abroad in 1970. As the capital market of the
Federal Republic of Germany became more
accessible to foreign borrowers in the latter

half of the vyear, two loans were launched
there and a third one in Luxembourg. These
together totalled 205 million marks, which is
almost 100 million less than in the preceding
vear. However, most foreign long-term capital
imports took place, like before, in the form of
suppliers’ credits and direct financial credits.
The net inflow of suppliers” credits amounted
to 217 million and direct financial credits to
522 million marks. The latter figure was four
times as high as in 1969 because of the brisk
investment activity. The amortizations on long-
term loans granted to Finland by foreign
governments and international organizations
exceeded the corresponding drawings.

The government, both central and local,
accounted for slightly less than one third of
outstanding long-term external liabilities at the
end of 1970 while industry, primarily the
wood-processing, metal and chemical indus-
tries, accounted for another third.

In 1970 drawings on long-term foreign loans
totalled 1 479 million marks while amortiza-
tions were 694 million. Thus the net inflow of
long-term loan capital was 785 million marks,
which was 453 million marks more than in
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1969. The debt service charges — i.e. amorti-
zations and interest — increased by almost 11
per cent to 1 018 million marks. The long-term
Finnish foreign debt was 5 774 million marks
at the end of the year.

An important feature in other long-term capital
movements was the growth of foreign long-
term claims in the form of export credits partly
as a result of the rapid diversification of ex-
ports. The net outflow of long-term capital
due to the granting of export credits was 253
million marks, which is 73 million marks more
than in 1969 and exceeds the corresponding
inflow of suppliers’ credits.

After the exceptionally high level of foreign
investment in 1969 due to certain big Swedish
projects foreign investment in Finland in 1970
was re-established in line with previous trends.
(See Chart 4.) Finnish directinvestment abroad
decreased somewhat in 1970, but if loans
granted by Finnish firms to their subsidiaries
abroad are included there was a sharp increase.
Of these loans the main part, i.e. nearly 200
million marks, were to the Eurocan wood-
processing complex in Canada. However, at
the moment direct investment from Finfand as
well as to Finland has only an insignificant
effect on the Finnish balance of payments.

Total net imports of long-term capital were
330 million marks. The basic balance, which
includes the current account and long-term
capital movements, showed a deficit of 675
million. One year earlier this account had
shown a surplus.

SHORT-TERM CAPITAL AND FOREIGN
EXCHANGE RESERVES

The continuous tightening of conditions in the
domestic financial market was reflected by
the inflow of short-term capital in 1970. In
spite of the restrictive measures taken by the
Bank of Finland the net short-term capital
inflow, mainly in the form of trade credits,
totalled more than 1 100 million marks. In the
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previous year there had been a net outflow of
short-term capital. The sharp increase in short-
term import credits, especially in the latter half
of 1970, was the major cause of the record
expansion of short-term capital imports. In
addition, there was a decline in Finnish short-
term trade credits granted to foreigners which
had been exceptionally high in 1969 because
of expectations of a revaluation of the D-mark.

Short-term capital movements, which together
with the basic balance form the so-called
overall balance showed a 545 million mark
surplus. Thus the country’s total foreign ex-
change reserves increased by that amount from
1 082 million marks to 1627 million marks
by the end of 1970.

The gold and foreign exchange reserves of the
Bank of Finland amounted to 1 738 million
marks at the end of 1970, which equals slightly
less than two months’ imports. In 1969 there
had been a decline of a little over 100 million
marks in these reserves. The net foreign debt
of the other foreign exchange holders increased
by 18 million marks. At the beginning of 1970
Special Drawing Rights worth 88 million
marks were allocated to Finland by the Inter-
national Monetary Fund. In addition to this,
almost another 10 million marks of the SDR's
accrued during the year. The central bank paid
one gquarter of the increase in the Finnish
guota to the International Monetary Fund, 68
million marks, in gold raising Finland's gold
tranche to 199 million marks.

BALANCE OF PAYMENTS POLICY

During the 1960’s the Finnish economy has
become gradually more open, as restrictions
on trade and capital movements have been
reduced. Under the threat of an excessive
current account deficit in 1970 the central
bank decided to take measures to decrease
the pressure on the balance of payments. The
hire purchase terms of certain consumer
durables and passenger cars were tightened
in mid-1970 and later the banking institutions



were instructed to pursue a selective credit

policy, especially limiting credits which would
stimulate consumption and import demand.
Moreover, it was decided at the end of
October that only in exceptional cases would
permission be granted to the authorized banks
for foreign short-term credits and deposits to
be drawn upon. The use of foreign short-term
credits was also forbidden for the importation
of certain goods, which covered approximately

one fourth of total imports and consisted

mainly of consumer goods. So cash payment
was required for these imports before clearance
at the customs or acceptance in a free ware-
house or free port. All these measures were
intended to prevent commercial banks and
importers from financing a growing trade
deficit by means of external borrowing in
circumstances where domestic liquidity had
been deliberately tightened.
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ITEMS

Supplementary budget. The second supple-
mentary budget for 1971 was approved by
Parliament in June. The expenditure side
totalled nearly 173 million marks while it
budgeted for new revenue of 56 million
marks. The expenditure side contained appro-
priations especially for certain international
purposes, education, transport and communica-
tions and for the promotion of business activity.
The basic capital stock of the IDA will be
increased; to pay the first part of Finland’s
share of this third increase, almost 8 million
marks was set aside in this supplement
(earlier 10 million marks had been allocated
to this purpose in the ordinary budget). More-
over 12 million marks was appropriated for the
subscription of new shares of the IBRD.
Almost one million marks was appropriated
in order to facilitate the new round of SALT
negotiations in Helsinki. Because the U.N. will
continue to keep international armed forces
in Cyprus at least until the end of the year,
over 3 million marks was allocated for the
Finnish forces serving there. An amount of 3
million marks was appropriated for the issue
of a silver commemorative coin in connection
with the European Athletic Championships
to be held in Helsinki in August. On the revenue
side 10 million marks was expected as the
yield from selling this coin. Other budgeted
items on the revenue side were among others
an increase in the estimated revenue in the
State’s share of lottery returns and an increase
in the surplus of Postal and Telecommunica-
tion Services.

Finnish Municipal Loan of 1971. The
Industrial Mortgage Bank of Finland Ltd, the
Real Estate Bank in Finland Ltd and the Land
and Industrial Mortgage Bank Ltd have raised
a loan of DM 60 million in Western Europe.
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The loan period is 12 years and the rate of
interest 8 per cent. It is issued at a price of 99
per cent. The [oan has been underwritien by a
consortium headed by Berliner Handels-Gesell-
schaft/Frankfurter Bank. The proceeds of the
loan will be granted as loans to Finnish
municipalities and to municipal associations
for the purpose of constructing a power plant,
and schools, and for technical works.

Domestic bond issue. Yhtyneet Paperiteh-
taat Osakeyhtid (United Paper Mills Ltd) has
been authorized to make an issue of 10 million
marks. The loan is current for a period of 10
years starting June 15, 1971. The rate of
interest is 8 % per cent. The bonds will be
redeemed with effect from June 15, 1972 by
ten equal annual instalments. The loan is
issued at par.

Trade agreement. On June 11, 1971 an
agreement was signed between Finland and
Hungary regulating the exchange of goods
between the two countries for the period
from July 1, 1971 to June 30, 1972. The
Finnish export list includes paper and pulp
industry products, cellulose, rayon staple
fibres and various chemical and metal in-
dustry products. Finland’s import list comprises
iron and steel rolled products, fresh and tinned
vegetables and fruits, juices, various textiles
and cotton fabrics.

Silver commemorative coin. In connection
with the Tenth European Athletic Champion-
ships to be held in Helsinki from 10th to 15bth
August 1971, the Republic of Finland has
struck a silver commemorative coin in the
denomination of 10 marks to be issued by the
Bank of Finland on August 2, 1971. The



description of this coin, which will be legal
tender in Finland, runs as follows:

The obverse shows, in relief, a group of
runners approaching the tape and at right, in
three lines, the legend: EM X — HELSINK| —
1971.

The reverse shows a freely composed relief
picture of certain buildings characteristic of

Helsinki. The legend runs in four lines:
SUOMI — FINLAND — 10 — MARKKAA.

The coin is round and its edge is blank.
Diameter 35 mm; weight 24,20 grammes;
alloy: silver 500/1 000, copper 450/1 000 and
zinc 50/1 000.

The coin was designed by Heikki Haivaoja.
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1. Exports f.o0.b.
2. Imports c.i.f.

Seasonally adjust-
ed monthly fig-
ures

. Index of salary
and wage earn-
ings 1964 = 100,
quarterly

. Cost of living in-
dex 1964 = 100,
monthly

. Wholesale price
index 1964=100,
monthly

. Total index of in-
dustrial produc-
tion 1964 =100,
seasonally adjust-
ed monthlyfigures

. Volume index of
gross domestic
product 1964 =
100, seasonally
adjusted quarterly
figures

Foreign trade, 1966 — 1971
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