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BANK OF FINLAND'S CONVERTIBLE AND TIED FOREIGN EXCHANGE
RESERVES, 1982~87

MiLL. FIM

20000 ™

' \
15000 /
/J \ / 1. Goid and
A
10000 4

convertible
v V currencies

2. Tied currencies
5000 o oy N
“ap®’ . f’..“ ‘y" “_,ol‘ \“
0 ¥ Seppmomm — o ,.__‘,0
e
_5000 it e bt i s il sid i tietlat it Lo i e i tiar i a i ke irgiritting
1982 1983 1984 1985 1986 1987

DEPOSIT BANKS’ CENTRAL BANK POSITION, 1982-87
MILL.FIM

10000

/\ 1. tC)iaro's(sdcei‘)r;tral
nk de
5000 \/1/\\ A\

2. Net central

bank debt
3 3. Quotas
0 v X e Quarterly average
LLITER A | A N Fiae of daily_amoun
2 * s (1 and' 2

\ /S

-5000 % e
s ',\ b’
Sma® &. 4"-

-10000 T - 4 T .“" ] [ Lt

1982 1983 1984 1985 1986

1987

BALANCE OF PAYMENTS CURRENT ACCOUNT SURPLUS/DEFICIT, 1982-87
MILL.FIM

1000

0 T 7/ 77
-1000 / 7

-2000

Seasonally

ad|usted quarterly
figures

-3000

-4000

-5000 PR | [ B bed
1982 1983 1984

i
1985 1986 1987



FAVOURABLE OUTLOOK FOR THE FINNISH EQUITY MARKET

by Sakari Tuomainen
Head of Investment Research
Kansallis-Osake-Paniki

Share prices on the Helsinki Stock Exchange
have been rising continually for one and a half
years. During that time, prices have increased
by over 100 per cent. Pessimists believe that
some investors may now be preparing to
realize their profits. However, there are also
factors speaking in favour of a continued nse
in stock exchange prices. Among these can be
mentioned the improvement in sconomic
growth, an atmosphere fostering saving in the
form of equities, recent legislative measures
and possibly also expectations of a lowering in
interest rates.

UPTURN IN STOCK EXCHANGE PRICES

Prices of listed shares began 1o rise in the late
summer of 1985. Advance details of the
budget proposal for 1986 promised conces-
sions for investors. A marked rise in the lower
limit of wealth subject to personal wealth
taxation acted as an inducement to make new
investments. Similarly, a rise in the deductions
allowed for capital income offered small inves-
tors opportunities to make additional tax-free
investments. A cut of 10 percentage points in
the corporate income tax rate improved com-
panies’ possibilities of distributing profits. Both
domestic and foreign investors reacted favour-
ably to this news.

Activity on the Heilsinki Stock Exchange in
1985 was characterized by an expansion in
turnover, numerous bond issues and acquisi-
tions. Total turnover climbed to a new record
level of FIM 12.2 billion, a rise of over 60 per

cent from the previous year. Structural change
in the economy and the debate engendered by
it intensified during 1985. Acquisitions, take-
over attempts and struciural change put in-
vestors on the alert.

Excluding government bonds, new capital
totalling about FIM 8 billion was raised through
bond and debenture issues. Issue activity was
at its liveliest in the spring and early summer.
The major part of the issues was sold to
foreign investors through the stock exchange.
in June 1985, the Bank of Finland, partly for
monetary policy reasons, prohibited further
sales abroad of domestic bonds and deben-
tures. Since then, however, some markka-
denominated bonds have been sold to interna-
tional investors on the authorization of the
Bank of Finland.

With the slowdown in inflation, it was possible
to lower the Bank of Finland’s base rate in
1985. The base rate was iowered further in
1986, in all three times, and it is currently 7 per
cent. Although the real vield on investment
deposits and government bonds is still good,
developments in interest rates have been a
factor contributing to the improved com-
petitiveness of listed shares as an investment
outlet.

In 1986, prices of listed shares rose by over 60
per cent (Chart 1}. The upsurge in prices was
prompted by the improved profits outlook for
many companies. Trading was further boosted
by rumours of the restructuring of industries
and of takeovers and mergers, many of which
were subsequently carried out.



CHART 1. SHARE PRICES ON THE HELSINKI STOCK
EXCHANGE, KOP SHARE PRICE INDEX
(January 1970 = 100)
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Stock exchange turnover rose to a new record
level in 1986. Total turnover amounted to FIM
186 billion, of which shares and subscription
rights accounted for almost 60 per cent (Table
1 and Chart 2). The trend in stock exchange
trading is increasingly towards equities.

TABLE 1. TURNOVER ON THE HELSINKI STOCK
EXCHANGE, MILLION FIM

1982 1983 1984 1985 1986
Equities 664 1389 2508 3114 9488
Bonds and
debentures 2421 236 5008 9046 6479
Total 308 37456 7516 12160 15967

TABLE 2. CAPITAL RAISED IN THE PRIMARY
MARKET, MILLION FIM

1982 1983 1984 1985 1986
Share issues
(risk capital) 959 1316 3516 1555 3512
Bond and de-
benture issues 3368 4735 7046 14425 12928
Total 4327 6051 10562 15980 16440

Listed companies raised FIM 3.5 billion in risk
capital last year, equalling the previous record
amount raised in 1984. An important factor
behind the popularity of equity capital was its
cheapness in relation 1o debt capital (Table 2).

CHART 2, SHARE TURNOVER ON THE HELSINKI
STOCK EXCHANGE, MILLION FIM
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The market capitalization of listed companies
amounted to FIM 56 billion at the end of 1986,
compared with FIM 34 billion at the end of the
previous year.

For many listed companies, 1985 had been a
successful year. A number of them paid bigger
dividends in the spring of 1986 than they had
one year earlier. This reflected both better
results and the fact that the corporate income
tax rate was lowered by 10 percentage points.
The rise in dividends gave a further boost to
investment in equities.

Households’ real income developments have
been very favourabie in recent years. Housing
investments no longer absorb such a large
proportion of household funds as before. Sur-
plus funds have to an increasing extent been
channelled to the stock market.

The past few years have seen numerous ac-
quisitions, and the funds obtained from these
transactions have been invested in time de-
posits and government bonds. These invest-
ments are gradually starting 10 unwind, and
the general belief is that part of these funds
will in due course find their way to the stock
exchange.

MARKET FOR NON-RESTRICTED SHARES

Trade in so-called non-restricted shares, i.e.
shares eligible for purchase by foreign inves-
tors, was brisk in the spring of 1986. This was
largely due to the same factors contributing to
the rise in the prices of restricted shares, but
the prices of the former, which have been
quoted separately since the beginning of 1984,
advanced at an even more rapid pace as a
result, among other things. of an apparent
shortage of paper (Chart 1).

A weakening in the outlook for Finnish output
and exports, together with rumours of a deval-
uation, made foreign investors more circum-
spect towards non-restricted shares in the late
spring of 1986. When, in May, the Bank of

{Continued on page 36)



BANK OF FINLAND Mill. FIM
1986 1987
March 27 Dec. 31 March 8 March 13 March 23 March 31
Assets

Gold and foreign currency claims 19096 14088 18206 19623 20024 19875
Gold 2081 2081 2081 2081 2081 2081
Special drawing rights 959 983 965 968 963 962
IMF reserve tranche 797 794 772 775 770 770
Convertible currencies 14 641 6795 12203 13429 13734 13510
Tied currencies 618 3435 2185 2370 2476 2552
Other foreign claims 2623 2585 4577 4581 4 569 4567
Markka subscription to Finland's IMF quota 2623 2585 25685 2685 2585 25685
Term credit - - 1992 1996 1984 1982
Claims on financial institutions 7688 14074 8882 7 996 7789 8491
Banks' chegue accounts — — — — — —
Call money credits 3806 6818 1756 167 101 179
Term assets - 2381 4130 3335 2959 3572
Till-money credits 1657 2305 2051 1966 2216 2177
Bonds 21563 2111 2121 2121 2104 2153
Other claims on financial institutions 72 459 405 407 409 410
Claims on the public sector 976 1002 958 958 958 959
Bonds 71 59 10 10 9 9
Total coinage 902 935 943 943 944 945
Other claims on the public sector 3 8 3] 5 5 5
Claims on corporations 4838 4844 4481 4443 4369 4327
Financing of exports 1695 1749 1438 1409 1349 1325
Financing of domestic deliveries 2996 2833 2784 2779 2766 2748
Bonds 75 65 63 59 b9 59
Other ciaims on corporations 72 197 196 196 195 195
Other assets 147 149 156 156 162 152
Total 35368 36742 37260 37757 37861 38371

Liabilities
Foreign currency liabilities 178 31 51 53 56 57
Convertible currencies 60 17 42 43 44 42
Tied currencies 118 14 9 10 12 15
Other foreign liabilities 3471 3423 3401 3403 3399 3399
IMF markka accounts ) 2623 25685 2686 2685 2585 258b
Allocations of special drawing rights 848 838 816 818 814 814
Notes and coin in circulation 7840 8667 8453 8374 83156 8325
Notes 7082 7 856 7 652 7575 7515 7524
Coin 758 811 801 799 800 801
Liabilities to financial institutions 10775 9729 13151 13648 13876 14465
Banks’ chegue accounts 0 - - - -
Call money deposits 1102 131 66 32 194 548
Term liabilities — — 3425 3930 4000 4000
Cash reserve deposits 8942 9270 9356 9 356 9352 9597
Capital import deposits 614 254 240 241 237 236
Other liabilities to financial institutions 17 74 64 89 93 84
Liabilities to the public sector 1100 2001 0 0 0 1
Cheque accounts 0 1 0 0 0 1
Government deposit account 1100 2000 - - - -
Capital import deposits - - - - — —
Other liabilities to the public sector 0 0 0 0 0
Liabilities to corporations 4446 5019 4870 4854 4849 4770
Deposits for investment and ship purchase 3 847 4671 4540 4524 4520 4 437
Capital import deposits 597 336 328 327 327 331
Other liabilities to corporations 2 12 2 3 2 2
Other habilities 15 23 28 24 24 23
Valuation account and reserves 1659 1920 1377 1472 1413 1402
SITRA's capital 400 400 400 400 400 400
Capita) accounts 5484 5529 5529 5529 5529 55629
Primary capital 5000 5000 5000 5000 5000 5000
Reserve fund 484 485 529 529 529 529
Undisposed profits - - — - - -
Net earnings - 44 - - - -
Total 35368 36742 37260 37757 37861 38371




BANK OF FINLAND Mill. FIM
Foreign sectior Pubiic sector
End of .
ygar:élr E(QBSIIR% Loirt‘)\ll:n_ cgr?\jg:'t- Tied Other Net Govern- gy Ii:‘:itli-
mon IMF cur- ible reootag,  Claims, claims Claims d?;:s(it lisbili-  ties
{%s'sé\r/lg rer;n‘%ltes, r?;scir\g?s net net {3 to 5) aceount nes (B;7+
1 2 3 4 5 6 7 8 9 10
1983 2 360 5835 8195 560 794 7 951 2178 3000 0 822
1984 3527 15303 18 830 -337 -—-917 17 576 1951 4200 77 2326
1985 3787 18572 22 369 —285 —849 21225 1023 4300 0 3277
1986 3868 6778 10 636 3421 -838 13219 1002 2000 1 999
1986
March 3837 14581 18418 B0 —848 18070 976 1100 0 124
April 3800 13017 16817 421 —830 16408 978 1100 0 122
May 3908 11126 15033 989 866 15156 984 1100 1 117
June 3875 10603 14478 1433 —8b9 15062 993 1250 1 258
July 3874 8588 12 462 2209 —8b9 13812 982 1350 1 369
Aug. 3883 4 475 8 3568 2576 —846 10088 984 1500 1 517
Sept. 3870 6 989 10869 2654 —849 12 664 1004 890 0 —114
Oct. 3865 7 490 11355 3225 —846 13734 1002 1000 1 —1
Nov. 3869 5713 95682 3497 -—-844 12235 1008 800 1 —207
Dec. 3868 6778 10636 3421 —838 13219 1002 2000 1 999
1987
Jan. 3818 9344 13162 4127 820 16 469 1001 — 1 —1000
Feb. 3821 11215 15 036 2196 1182 18414 957 — 1 —956
March 3813 13468 17 281 2637 1168 20986 959 - 1 —958
OFFICIAL FOREIGN EXCHANGE RESERVES Mill. FIM
Dec. 31. Dec. 31, Jan. 30, Feb. 27. March 31,
1986 1986 1987 1987 1987
Gold 2081 2081 2081 2081 2081
SDRs 931 983 961 967 262
IMF reserve tranche 775 794 776 773 770
Convertibie currencies. net 18572 €778 9344 11215 13468
Total convertible reserves, net 22 3569 10636 13162 15036 17 281
Tied currencies. net —285 3421 4127 2196 2537
Total reserves, net 22074 140567 17 289 17 232 19818
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BANK OF FINLAND Mill. FIM
Domestic financial sector Corporate sector
Ena of - Term Net Cash Perma- Notes
Mot o, Gebiites oSS el e [Gbil  clame nem,  Lenl Net ond
¢ ¢ > . + 2 - i’ :
credits  © N aen'fss' d:::ksslt "é;;;;?;(s;tv of gjaerﬁ(ossn ‘:1%5; { 4—5—-6)+ 2222222 net (8-9) Ic;;::Our;
2 3 4 g 6 7 8 9 10 11
1983 942 5176 5039 -1998 3076 4529 1282 3247 6574
1984 15663 2802 8696 —1618 —2713 4646 2614 2032 7442
1985 1925 4014 10222 —-1386 —2897 4525 4113 412 8072
1986 2305 2381 6687 9270 —2242 4345 4582 4757 175 8667
1986
March 1657 2704 8942 —1494 —-3087 4691 4299 392 7840
April 1984 4081 8846 —1541 —1240 4665 4513 152 8094
May 1842 5593 8862 —1411 —16 4644 4067 577 8046
June 1875 ‘5841 8891 —2022 847 4552 4585 —33 8156
July 1844 7324 9030 -2070 2208 4552 4669 ~117 8086
Aug. 16560 11273 9023 ~-2119 6019 4550 4718 —168 7969
Sept. 1847 7875 8954 —-2129 2897 4552 4750 198 7903
Oct. 1756 7040 9052 —-2557 2300 4650 4863 -—213 7973
Nov. 1709 8250 9180 —25642 3321 4659 4786 —127 8024
Dec. 2305 2381 6687 9270 —2242 4345 4582 4757 -—175 8667
1987
Jan. 2231 4266 -~370 9353 -2268 958 4360 4685 —325 88b61
Feb. 2012 4736 1600 —1313 9366 —2227 —3294 4259 4609 -—-350 8453
March 2177 3572 4000 —~369 9597 —-2243 —-5974 4073 4516 —443 8325
INDEX
BANK OF FINLAND CURRENCY INDEX
110 |- 19PERCENTAGE cT:HANGi\fRong
. YE;E\RPR 10U
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MONETARY POLICY INDICATORS

Gross

Net

Cash

central central reserve Cash Cal oY interest  interest  Interest /l\veéage
Average bank debt bank debt deposits reserve cre d't 4 rateon call rate on rate on Base y !en ;n%
for of the of the of the require- e>t<)tert1he money term term rate! ‘ate of { _e‘
period deposit deposit  deposit ment Bavnk gf credits credits  deposits % cog\ar;\ﬁ;ma
banks banks banks % Finland % % % %
mill. FIM mill. FIM mill. FIM
1 2 3 4 5 6 7 8 9 10
1982 _ 3201 -783 2778 3.1 1571 11.64 8.81 9.33
1983 4539 -1213 4345 4.3 2724 16.37 9.00 9.56
1984 3176 —6366 6325 5.4 -39 16.563 9.50 1049
1985 5812 —8293 9578 5.6 1285 13.37 . .04 1041
1986 7237 —3208 9189 4.8 5861 1343 12482 7.42 9.08
1986
Jan. 5280 —7742 10210 5.3 2467 11.64 8.50 9.90
Feb. 4242 —-8187 9818 5.0 1631 11.40 8.50 9.90
March 5146 -5927 9457 4.7 3530 11.21 8.00 9.49
April 5034 —556b6 8939 4.7 3374 11.20 8.00 9.49
May 6 645 —3666 8847 4.7 5281 12.02 7.00 8.78
June 6393 —3409 8863 4.7 5454 10.83 7.00 8.82
July 7 556 —2677 8895 4.7 6218 10.80 7.00 8.76
Aug. 11014 1232 9030 4.7 10269 2417 7.00 8.79
Sept. 10290 68 9021 4.7 9088 13.86 7.00 8.77
Oct. 7 846 —15624 8960 4.7 7436 11.93 7.00 8.75
Nov. 7616 -1784 9047 4.7 7263 11.80 . 7.00 8.74
Dec. 9785 580 9183 4.7 8321 11.97 1248 7.00 8.81
1987
Jan. 7106 —2248 9275 4.7 3594 11.99 1225 7.00 8.81
Feb. 5035 —6671 9363 47 -1595 11.76  11.27 10.72 7.00 8.80
March 3732 —9717 9362 4.7 —281 1144 1045 10.60 7.00
! End of period for monthly figures.
2pec. 1986 figure.
PER CENT
KEY INTEREST RATES APPLIED BY THE BANK OF FINLAND
30
INTEREST RATE ON CALL MONEY CREDITS
20
) — —
BASE RATE
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FORWARD EXCHANGE MARKETS IN FINLAND

Banks' forward positions in mill. FIM with

Banks’ forward selling

rates for USD

Damest s fodan kol oy Oewsionfiom sorie
Assets iiabilities Net Net Net Net mo1nth moiths mo?nhs
2 3 a4 5 6 7 8 9
1985 16982 1733 15249 708 —9005 6876 3.3 3.2 31
1986 11446 1319 10127 —2 461 —92 7 591 6.6 6.7 6.7
1985
Oct. 17 666 2795 14871 805 —9813 5 986 5.0 4.6 4.3
Nov. 17510 2014 15496 1200 —109032 6702 4.3 4.1 4.0
Dec. 16 982 1733 15249 708 —90056 6876 3.3 3.2 3.1
1986
Jan. 17 233 1945 15288 543 —8 349 7 457 3.1 2.7 2.6
Feb. 16911 1989 14923 0 ~7015 7952 2.7 2.4 2.1
March 16 365 2095 14270 11 —6 298 8042 3.5 3.0 2.8
April 163560 1713 13638 —8564 —4742 7 956 4.6 4.2 4.1
May 15231 2505 12726 —1842 —3 956 6 957 5.1 4.5 4.2
June 13094 1665 11429 —~575 —2619 8068 4.2 38 3.6
July 12032 1518 10514 —-1170 —1949 7619 4.6 4.7 4.8
Aug. 123561 2393 9958 —2263 —16569 6 006 125 7.8 7.1
Sept. 13762 2179 11583 —1981 —1291 8116 78 71 6.7
Qct. 13147 2047 11100 —1464 -996 8388 6.6 6.5 6.3
Nov. 12049 1843 10 205 —2224 ~423 7 590 6.2 6.3 6.2
Dec. 11446 1319 10127 -2 461 —92 7 591 6.6 6.7 6.7
1987
Jan. 13285 1515 11770 —2248 -5 95641 6.3 6.0 6.1
Feb. 14389 13856 13003 —1204 26 11789 44 4.5 45
MILL. FIM I
THE FORWARD EXCHANGE MARKET
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FOREIGN EXCHANGE RATES

Average selling rates for foreign exchange. FIM

Penod

eno New York Monireal
1UsS$ ¢
usD CAD

tondon Dublin Stockhoim Osio Copenhagen Frankfurt Amsterdam
1£

1 e
GBP 1EP

1 Skr 1 Nkr 1 Dkr
SEK NOK DKK

1DM
DEM

1 Hf
NLG

Brussels
1F8
BEC BEL

Zunch
1 Sir
CHF

1 2

1982 4.820 3913

3 4

8.423 6.854

5 6 7

0.7703 0.7484 0.5793

8

1.9876

9

1.8066

10 11

0.10584 0.09859

12

2.3779

1983 5570 4.524

8.456 6.957

0.7275 0.7644 0.6107

2.1861

1.9666

0.10934 0.10742

2.6570

1984 6.010 4.645

8.023 6.5633

0.7277 0.7384 0.5816

2.1165

1.8772

0.10428 0.10274

25642

1985 6.206 4.5b54

8.000 6.590

0.7222 0.7231 0.5871

2.1142

1.8745

0.10483 0.10421

2.5360

1986 5.078 3.659

7.459 6.816

0.7138 0.6882 0.6290

2.3454

2.0789

0.11399 0.11299

2.8349

1986
Feb. 65.268 3.748

7513 6.827

0.7114 0.7227 0.6115

2.2539

1.9950

0.11018 0.10904

2.6908

March 5.131 3.659

7531 6.868

0.7101 0.7207 0.6143

2.2689

2.0097

0.11087 0.10962

2.6937

April 5,128 3.700

7.682 6.853

0.7092 0.7180 0.6117

2.2564

2.0020

0.11066 0.10970

2.6968

May 5.1056 3.717

7.774 6.985

0.7157 0.6898 0.6201

2.2935

2.0369

0.11237 0.11168

2.7583

June 5.195 3.745

7.840 7.055

0.7217 0.6834 0.6277

2.3254

2.0654

0.11389 0.11307

2.8220

July 5.074 3.681

7.671 7.067

0.7193 0.6803 0.6306

2.3578

2.0925

0.11460 0.11372

2.9080

Aug. 4.940 3.564

7.356 6.666

0.7141 0.6731 0.6372

2.3966

2.1256

0.11580 0.11465

2.9748

Sept. 4.918 3.552

7.256 6.632

0.7127 0.6717 0.6377

24114

2.1360

0.11646 0.1156256

29772

Oct. 4.896 3.532

7.005 6.669

0.7126 0.6674 0.6489

2.4446

2.1631

0.11780 0.11692

2.98562

Nov. 4.959 3.583

7.072 6.685

0.7133 0.6599 0.6495

2.4500

2.1685

0.11795 0.11725

2.9435

Dec. 4.907 3.562

7.065 8.712

0.7111 0.6529 0.6523

2.4649

2.1809

0.11853 0.11760

2.9443

1987
Jan. 4.641 3413

6.998 6.689

0.7031 0.6485 0.6590

2.4988

2.2148

0.12042 0.11854 2.9774

Feb. 4.660 3.422

6.971 6.660

0.7021 0.6520 0.6619

2.4991

2.2140

0.12073 0.11934 2.9603

March 4.509 3.421

7.186 6.579

0.7040 0.6521 0.6537

2.4603

2.1785

0.11884 0.11821

2.9353

PER CENT

8 | w9 MONTH
w3 MONTHS
scemsm § MONTHS

£109
BANKS' FORWARD SELLING RATES FOR USD. DEVIATION FROM SPOT RATE. PER CENT PER ANNUM
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Average selling rates for foreign exchange FIM

1E 1 o Crrency

o Rome  Viema  Uspon Reppvik Mamo  Tomo  Mosegw Mebeupe ‘ndtcl gimung 9%

FRF L ATS PTE ISK £8B Py SUR AUD <25 ngm

12 4 18 16 1 18 '9 20 2 22 23 24
0.7365 0.00358 0.2€31 04073 00441 001943 6.624 530563 1169
0. 0.2325 0.0321 0.0235%1 749" £.94325 1251
01939 00375 002534 7.357 6.14739 10238
3012 0.1520 0.0366 0.02610 7.419 6.27879 1025
0.7355 0.00343 0.3339 0.0343 0.1259 0.0364 0.03028 7.228 594432 1039
0.7358 0.00332 0.3210 0.035C 0.1280 0.0369 0.02850 7.161 592658 1027
0.7391 0.00335 0.3236 0.0348 0.1267 0.0362 002876 7.131 588885 1028
0.7133_0.00331 0.3217 0.0346 0.1261 0.0368 0.02931 7.148 5.88647 1027
0.7213 0.00335 0.3265 0.0346 0.1274 0.0362 0.03062 7.230 595402 1038
0.7311 0.00340 0.3312 0.0347 0.1281 0.0365 0.03099 7.301 6.03958 105.0
0.7342 0.00345 0.3365 0.0345 0.1258 0.0370 0.03201 7.313 6.02488 105.0
0.7368 0.00350 0.3409 0.0341 0.1240 0.036¢ 0.03209 7.278 5.96080 1045
0.7379 0.00351 0.3431 0.0339 0.1238 0.0368 0.03182 7.255 594398 104.5
0.7481 0.00355 0.3481 0.0337_0.1236 0.0369 003139 7.252 5.92250 1045
0.7506 0.00355 0.3483 0.0335 0.1243 0.0366 0.03049 7.263 593316 104.6
0.7624 0.00357 0.35056 0.0333 01231 0.0366 0.03025 7.242 591076 104.6
0.7612 0.00354 0.3553 0.0329 0.1190 0.0360 0.03004 7.107 3.084 5.156 5.79556 104.3
0.7617 0.00353 0.36556 0.0326 0.1184 0.0366 0.02975 7.050 3.063 5.1563 574576 104.1
0.7407 0.00347 0.3503 0.0322 0.1176 0.0352 0.02980 7003 3.119 65103 5.71328 103.8

Tuntil December 31. 1983 the base vear was 1974 =100,
Since Januarv 1. 1984 the base vear has been 1982=100.
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120 M
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+
---.= - o '-P,. om—
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DEPOSITS BY THE PUBLIC Mill. FIM
Demand deposits Time deposits

End of
yesr and Savings Al ) Al (T;Tag',
month Commer-  banks & Posti- deposit Commercial Savings Co-op. Posti- deposit

cial banks Co-op. pankki banks banks banks banks pankki banks

banks {1t03) (6 to 8)
1 2 3 4 5 8 7 8 9 10
1982 7155 3874 3049 14078 29465 25883 21040 8665 85054 99132
1983 7 056 4567 3676 15300 34302 29273 24175 9938 97689 112988
1984 8470 5268 4463 18201 39354 33333 27900 11266 111852 1300563
1985* 9382 5988 5027 20397 49240 38167 32133 12671 132210 152607
1985*
Nov. 7654 5038 5067 17749 46887 37016 311566 12220 127278 145027
Dec. 9382 5988 5027 20397 49240 38167 32133 12671 132210 152607
1986*
Jan. 8239 5350 5210 18798 49624 38550 32842 12867 133883 152681
Feb. 7 854 5028 5133 18015 50700 39154 33413 12983 136250 154265
March 7552 5105 5678 18335 49777 39307 33586 13032 135703 154037
April 8228 5464 5045 18737 50261 39407 33796 13184 136647 155384
May 8188 5532 56542 19262 50549 39737 33966 13283 137534 156796
June 9843 5854 5769 21467 50249 40498 34639 12784 138170 159636
July 2141 5837 5629 20606 49832 40837 34897 12981 138547 1591563
Aug. 7 368 5661 5873 18902 49962 41026 35073 13209 139270 158172
Sept. 9240 5842 5871 20953 49591 41102 35046 13045 138784 159737
Oct. 9505 5890 4899 20294 49922 41403 35283 13603 140211 160505
Nov. 9010 6073 5278 20361 50201 41867 35636 13778 141482 161843
PER CENT
CHANGE FROM CORRESPONDING MONTH OF PREVIOUS YEAR
25
20 P -
TIME DEPOSITS | ywum® Rl NPt
*“s il e,
4 d ...
NN WY1Vl \/ﬁ(
T | W T T W N (N N SN WO WY WO (S S SN N U SN SN N SN SN SRS TSN S Y U AN NN N NN 1.2 S T S TN T NN ST N N
1984 1985 1986 1987
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ADVANCES TO THE PUBLIC — MONEY SUPPLY Mill. FiM
Advances granted by Tvpes of advances Moneyv Supply
End of Total
year and Loans& Domestic {1 to 4)
month Commercial Savings Co-op. Posti- bils n  Chegue creditsin (5t07) M, M,+Quasi-
banks banks banks pankki domestic credits foreign Money
currency currency
1 2 3 4 5 6 7 8 9 10
1982 48620 25682 23601 12684 93014 3468 14105 110587 19917 107549
1983 56162 29276 27322 13471 104627 4350 17253 126231 21427 121906
1984 65965 32705 31164 14687 118924 5233 20363 144520 24945 141658
1985 81669 36991 35751 16745 140139 6313 24704 1711655 27694 166652
19856*
Nov. 81573 36467 35216 16727 136739 6373 26872 169984 24691 157772
Dec. 81669 36991 35751 16745 140139 6313 24704 1711565 27694 166652
1986*
Jan. 83252 37502 36049 17168 142071 7148 24751 173971 26029 167 354
Feb. 83136 37729 36388 17140 143206 7294 23893 174393 25304 168731
March 82513 38022 36698 17094 144392 6935 23000 174327 25881 168792
April 83121 38497 37076 17829 145838 7269 23416 176523 26370 170568
May 84423 38968 37488 18026 148109 7074 23722 178905 26622 171161
June 84856 39447 37967 18532 149623 7634 23545 180802 28879 173879
July 85332 39927 38490 18504 151405 7369 23480 182253 27670 173524
Aug. 86187 40328 38977 18987 153012 8393 23073 184479 26030 172484
Sept. 86148 40864 39542 19607 154570 7771 23819 186160 28064 174220
Oct. 87572 41343 39913 20120 156083 7573 25294 188949 27471 175271
Nov. 88261 41642 40213 21150 1567703 7744 25820 191266 27915 176682

PER CENT

CHANGE FROM CORRESPONDING MONTH OF PREVIOUS YEAR

20
ADVANCES Lot
TO THE PUBLIC o~ S b,
4
15 a”s P vmy Z " k
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DEPOSITS
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STATE FINANCES Mitl. FIM
Jan.-Nov. Jan.-Nav.
Revenue Expengiture
1985 1986 1985 986
Income and wealth tax (net) 24149 24649 Wages, salaries. pensions etc. 13228 141564
Gross receipts h967" BH4828 Repair and maintenance 1682 1704
Refunds & locai_authorities —35522 —40179 Other consumpton expenditure 7734 8070
Other taxes on income and Total consumption expenditure 22644 23928
wealth 552 483  state aid to local authorities 19262 21210
Emplovers’ child allowance State aid 1¢ Industries 8797 9230
payments 669 4 of which: agric. price subsidies 4598 4317
Sales tax 22479 24779  child allowances 2473 1959
Customs duties and import Share in national pensions and
charges and levies 1492 1617 sickness insurance schemes 2041 1539
Excise duties 10587 11458 peficit of State enterprises 1084 1122
Excise duty on alcoholic bevs. 3804 4327 Other transfer expenditure 11278 12526
Excise duty on tobaccc 1523 1620 Total f dit 44936 47586
Excise duty on liquid fuel 3628 3861 MO ahtran§ = ;expen — 1826 2147
Other excise duties 1633 1650 ac tmer\_/ an fc:)qm.xllg.ment 1018 896
Tax on autom. and motor-cycles 2589 3141 ~onstruction of bulldings -
Land and waterway construction !

Stamp duties 2427 pggy ‘2ndand wat truct 2173 2328
Special diese!l etc. vehicles tax 351 390 Total real investment 5018 5 365
Other taxes and similar revenue 1934 1861 Interest on State debt 4364 4469
Total taxes 67166 71380 Other expenditure 26 18
. Total other expenditure 4390 4486

Miscellaneous revenue 5247 6374
interest, dividends etc. 1981 2293 Increase in inventories 161 172
Surplus of state enterprises 1925 2167 Lending 3793 3643
Redemptions of loans granted 1541 1841 Other financial investment 790 713
Total revenue 77859 84056 Total expenditure 81732 85893
Foreign borrowing 3374 5592 Redemption of foreign loans 1334 6 331
Domestic borrowing 7000 7480 Redemption of c'iomestic l0ans ?OSQ 4089
Total borrowing 10374 13072 Total redemptions 6393 10420

Deficit (+) or surplus () —107 —814
Total 88126 96313 Total 881256 96313

1984 1985 1986
State debt ——
Dec. Dec. Sept. Oct. Nov. Dec.

Foreign debt 24946 25677 26922 26 540 25919 26 981
Long-term debt 19057 20872 23048 23836 23955 24602
Short-term credit 266 432 383 384 386 411
Domestic debt 19323 2% 304 23431 24 220 24 341 25013
Total State debt 44 269 46 981 50 3563 50 760 50 260 51994
Total debt mill. § 6 855 8562 10238 10368 10136 10597
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FOREIGN TRADE

Mill. FIM

Period

Vatue. mill. FIM

Period

Indices ot exporis and rmporis

7980="00

Surplus of Volume unit value
Exports imports eXpons +; Terms of
tob cat or IMports trade
i Exports  Imports Exports  lmports
2 3 z 3 a 5
1982 63025 64 751 —1725 1982 100 95 119 117 101
1983 69 692 71528 —1836 1983 104 98 127 125 101
1984 80904 74682 +~G 222 1984 114 98 134 131 102
1985 84028 81520 +~2508 1985 115 104 138 135 102
1986* 82579 77601 +4978 1986 116 110 135 121 111
1986* 1984
Jan. 6792 7472 —680 Oct.-Dec. 1213 101 137 134 102
Feb. 5923 6309 +€14
March 5309 6970 —661
April 6 451 6794 —343
May 6 305 5140 111656 1985
June 5561 3931 ~1630  janMarch 108 93 141 139 101
July 6996 6632 #3064 Apr-dune 122 106 139 138 101
Aug. 6 j’ ! 6479 =8 JuySept. 13 100 138 135 102
7 4177
Sept. 7760 7683 77 Oct-Dec. 137 113 135 133 102
Oct. 7935 6 600 +~1335
Nov. 7602 6754 +848
Dec. 7474 6835 +839
1986*
Jan.-March 113 110 134 130 104
Apr.-June 104 90 133 122 109
1987* July-Sept. 137 119 138 119 116
Jan. 6721 6642 +~79 Qct.-Dec. 129 116 136 119 114
INDE X MILL. FIM
UNIT VALUE INDICES SEASONALLY ADJUSTED AT 1980 PRICES
’60 18000 Ll 1 N
: ! H
140 EXPORTS F.0.B. | ; 17000 . l.L
W 16000 EXPORTS
e N
120 w«pom's[ C.F. e
; 15000 ;
100 . ~ ' 1
§ TERMS OF TRADE M""' $ 14000 £ TOTAL IMPORTS 1 !
100 t [ i
! : ! 13000 i I ™ f
80 il | iodd l o b t [ VO T G W Lo bl
1984 1985 1986 1987 1984 1985 1986 1987
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FOREIGN TRADE BY MAIN GROUPS Mill. FIM

Exports. f.o.b tmports. ¢c.i.f
Period Agri- Metal. en- Raw Finished goods
cultural Wood Paper gy materals
and other  industry  industry g};]n::;;pf ggggrs and E‘”lfr',i::g R ;’g{,‘g;
primary products products products intermediate Investment Consumer
products goods goods goods
1 2 3 4 5 6 7 8 ] i0

1982 1676 6278 17502 18908 18662 41144 4869 9195 9130 413
1983 1723 6944 19327 20211 21487 44757 5006 10860 10672 333
1984 2865 71456 23573 22998 24323 47028 5034 10993 11454 173
1985 2678 6728 25030 24412 26179 50944 5502 11675 12967 432
1986* 2478 6947 24600 26115 22439 45413 3949 12898 15069 273

1986*
Jan. 274 490 1854 2201 1974 4 868 480 1038 1080 6
Feb. 350 486 1829 19339 2318 3728 316 888 1369 8
March 319 516 1799 1704 1970 4033 218 1191 1504 24
April 146 583 2051 2104 1568 3870 389 1096 1417 22
May 128 494 1804 2337 1542 3121 231 781 990 18
June 142 506 2012 1411 1490 2344 166 681 738 2
July 263 637 2 308 2069 1719 3730 427 1228 1240 6
Aug. 236 545 2072 1819 1799 3563 421 1047 1422 25
Sept. 126 607 2245 2726 2057 4569 412 1203 1483 16
Oct. 154 702 2444 23986 2239 3771 337 1123 1275 94
Nov. 163 765 2190 2443 2051 3866 314 1197 1368 10
Dec. 179 626 1992 2964 1713 3948 238 1426 1181 42
1987*
Jan. 213 588 2042 2075 1803 3851 311 1079 1256 146
MILL. FIM MILL. FiM
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
LT £ 0.8.
7000 |—MULTILATERAL EXPORTS F 2500 —
2 IMPORTS C.I.F.
[ N
6000 2000
5000 1500
A H
: ;
4000 4 1000 [—4* -
1 muLTwATERAL i 1 L siLATERAL ‘i |
3 MPORTS C.IF. u % 2 EXPORTS F.0.B. H 2
D lll(llllllllll(lllllll( llllFlllll Mitidsd lllll(llllllllll‘llllll llllﬂlllll [HEETRT RN
1984 1985 1986 1987 1984 1985 1986 1987
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FOREIGN TRADE BY COUNTRIES Mill. FIM

Exports. f.o.b. tmports, c...f
January January
Area and countrv
1986* 1987" 1986* 1987*
%  Mill. FIM % Mill, FIM % Mil FIM % Mill. FIM

OECD countries in Europe 61.7 4192 66.5 4470 51.2 3828 583 3875
Austria 0.8 51 1.0 69 1.0 74 11 71

Belgium and Luxembourg 1.7 115 1.8 119 1.9 140 24 161

Denmark 5.8 396 49 332 2.1 160 25 163
France 4.5 305 5.6 375 3.0 222 4.2 280
Federal Republic of Germany 9.3 634 10.3 691 141 1054 16.0 1061

ltaly 2.3 153 2.3 156 31 231 4.2 279
Netherlands 3.0 203 3.8 257 2.5 185 3.0 200
Norway 43 289 3.9 265 36 268 2.2 144
Portugal 0.3 19 0.3 17 0.8 58 1.2 82
Spain 0.7 47 1.0 67 1.4 103 1.2 82
Sweden 16.4 1049 168 1129 111 832 1.8 786
Switzerland 1.6 105 20 134 1.3 97 1.8 119
United Kingdom 10.7 729 11.0 736 49 364 5.6 374
Other 14 95 1.8 123 0.5 39 1.1 73
OECD countries outside Europe 9.3 633 9.8 657 12.1 902 12.2 808
Canada 1.2 79 1.8 118 0.5 38 0.6 41

Japan 1.4 94 1.1 73 5.5 412 6.3 421

United States 5.1 349 58 387 5.6 416 49 327
Other 1.6 111 1.1 78 0.5 36 03 19
CMEA countries 19.2 1305 13.6 910 228 1703 20.1 1333
Czechoslovakia 0.3 20 0.4 25 0.5 36 0.6 38
German Democratic Republic 0.4 25 0.4 25 0.6 44 05 32
Poland 0.2 15 05 34 1.2 86 09 58
Soviet Union 174 1182 11.7 787 200 1495 174 1168
Other 09 64 0.6 39 0.6 42 0.7 47
Latin America 1.3 87 1.7 114 19 144 2.6 172
Argentina 0.2 10 A 6 0.1 4 0.1 4
Brazii 0.2 14 0.3 23 0.6 44 0.5 33
Colombia 0.1 8 0.1 5 0.6 42 0.8 53
Other 0.8 55 1.2 80 0.7 54 1.2 82
Other 85 575 8.5 570 12.0 895 6.8 454
GRAND TOTAL 1000 6792 1000 6721 100.0 7472 1000 6642
of which

EFTA countries 22.1 1503 239 1607 171 1277 170 1130
EEC countries 399 2655 427 2827 34.1 2548 412 2738
OECD countries 71.0 4825 76.3 5129 63.3 4730 70.5 4683
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BALANCE OF PAYMENTS

: Exports imports Trade Transport. “ravet Other G:"_;g’ '?7\1/:3? reclljur:t_ed Other. Current
Period f0.b. cat. “‘fff;;“ net net serr\:;es, :i’c‘gz?: lncr?er:\e, trar:‘sefters. net Fffg'f‘"t)
{3 to 6)
1 2 2 4 g8 6 7 <] 9 10
1983 69368 72139 2771 +3200 -748-1610 1291 -5817 —797 _+96 -5 227
1984 80608 75127 +5480 +4008—-1211 —-306 -7971 —6786—-1060 —238 —1 03
1985* 83731 82026 1706 +3662—-1771 -—-558 +3038 ~6247 —-109¢ —-395 —4700
1986* 82450 77860 *+4600 +2850-2350 -600 +4600 —7000-1500 —300 -—4200
1984
Jan-March 19678 17069 2609 +1018 -370 —60 +3197 —-2010 :284 +843
Apr.-June 19700 18852 +849 +1009 -326 —174 -1367 —1226 202 —108
Juy-Sep. 19395 19330 +65 <1144 —123 —265 +820 —~1593 —279 —46 —1098
Oct.-Dec. 21834 19877 +19568 +837 -392 +194 +2597 —-19568 -—-285 93 +261
19856
Jan-March20048 18982 +1066 +935 —b29 220 ~-1252 —-1781 -—-349 —-146 —-1025
Apr.-June 22423 21436 +987 1016 —473 -—-294 +1237 —-1696 -270 73 ~802
July-Sept. 20598 19681 +917 +904 —295 —-193 +1334 —~1265 —-219 =77 —217
Oct.-Dec. 20661 21926 —12656 +807 —475 +149 -784 —15156 -269 —99 —-265h7
1986*
Jan-March 19981 20875 —894 +734 —-B99 159 -—-919 —-1610 —-499 -—-131 -31569
Apr.-June 182856 15995 +2290 +666 —647 —121 =2178 —-1954 -332 — 98 206
July-Sept. 21198 20870 +328 +696 -—416 —-178 +430 —1424 -298 —-62 —13564
Oct.-Dec. 22987 20111 +2876 ~765 ~687 —42 +2911 —2012 371 -9 +519
MILL. FIM T
SEASONALLY ADJUSTED QUARTERLY FIGURES :
: |
2000 i
i
0 t
~2000
m——  CURRENT ACCOUNT
—4000 |- TRADE ACCOUNT
GOODS AND SERVICES ACGOUNT
_6000 A ) L 1 L 1 L i H i L L
1984 1985 1986 1987
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Mill. FIM

Miscella-

. Current  Prepay-  Prepay- Shor-  neous, Over-all
M lig- _
Dawrge  Amoriz S neois Lo e meh o mems e snoriem GoRll gankof
g » export capital capital term ilabilives  ceivables of items. | ocarve loreign
'nga:gm |orli§;a;esrm -credits. itae?;xs account capital related related authonzed incl. move- exchange
net net {1210 15} ("1"1":'1?;‘) iml?nts exuc):rts b?]r:[(s. errgrs a_no ments reserves
P P . (171021
12 13 14 g 16 *7 18 19 20 2i 22 23
+10112 —=7273 +423 —1388 +1874 -3363-+3273 —-3380 +1266 +32 —2162 +2162
~-14087 —7538 —1682 +1428 +6295 +6192 +760 +2995 +2086 -—2758 —-9275 —9275
+11870 —8255 +1339 +1840 +6794 +2094 +544 ~3177 +5267 —984 -3744 —3744
+19321-13930 +516 —1766 ~4151 —49 +1 489 —~70 —9300 0 —7930 +7930
+4075 —1887 —238B —~47 +1806 +2749-1049 +1283 -+2443 —2441 +2986 —2986
+3868 -2 351 +89 +276 +1872 +1764-1083 +121 +2531 —276 +5222 ~5222
+2495 —11856 ~603 +1475 2182 +1084 +426 —-128 —2186 —336 —1140 ~1140
+3669 ~2115 —933 —276 +33b +596 +30C +1718 -702  +296 ~2208 —2208
+3173 —1856 +336 -31 18623 +598 573 —1122 +2208 -105 +2153 —2153
+~3023 —2632 +354 -3139 3884 +3082 +841 —-1460 +1911 —2146 +~2228 —2228
+2139 —-15B7 +263 -626 +219 +2 —47 =270 —1400 +149 —1566 ~1566
+3536 —2211 +386 —-642 +~1068 —1589 —823 —324 +2548 +1118 +930 -93C
+3984 —-3377 +245 -8 814 -2345+1783 —564 -—3085 +1049 —3162 +3162
+4 434 —2990 —-97 —67 +1280 +1074-1061 —657 -—2589 —3 —3236 +3236
+4701 -2745 +191 —961 +1186 —168 +914 +438 -—3996 +599 —2213 ~2213
+6232 —4818 +177 =720 +871 +1390 —147 +714 +370 —-1645 681 —681
Assets: Increase — decrease —. Liabiiites: increase +, decrease —
MILL. FiM
CURRENT AND LONG-TERM CAPITAL ACCOUNT
8000 - OVER-ALL SURPLUS/DEFICIT EXCL. RESERVE MOVEMENTS
6000
4000
2000
0
-2000
-4000 b
1987
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FINLAND'S FOREIGN ASSETS AND LIABILITIES

Znd of

.Oong-ierm assets

Long-term ‘iapiities

Net

vear ana = = Direct  Portfolio Il?:giﬁtei::
T SN mvesmem 0N (1%08)  loane  oeaws  mvest mvest Other (G908, (10-4)
1 z 3 4 5 6 7 8 9 10
1982 6612 6 166 3932 16710 53118 4472 2317 848 763 861518 44808
1984 8920 8 689 1915 19524 63958 3865 2906 2013 808 73546 54022
1985 6532 10524 2774 19837 63228 2893 3274 6313 895 76603 56766
1986* 5523 13630 3226 22378 68 97 2072 4791 6959 953 83751 61373
1984
March 66568 6 687 3539 16884 54014 4226 2364 987 731 62311 45427
June 6827 7435 3230 17492 b7198 23937 2393 1640 729 65897 48405
Sept. 7767 7834 1839 17440 60497 3951 2410 1987 834 69649 52209
Dec. 8920 8689 1915 19524 63958 38656 2905 2013 805 73546 54022
19856*
March 8473 3942 2061 20476 64484 36561 2899 2800 778 74712 54236
June 8027 10379 2177 20583 64801 3318 3068 6317 873 78367 57784
Sept. 7194 10484 2167 19845 63386 3064 3104 6210 867 76630 56785
Dec. 6539 10524 2774 19837 63228 2893 3274 6313 895 76603 56766
1986*
March 6103 10702 2712 19517 63570 2803 3356 64G7 820 76966 bB7439
June 6158 11685 2784 20627 66600 2b46 3419 7117 832 80514 59887
Sept. 5865 12609 3119 21593 67670 2487 3685 6911 906 81659 60066
Dec. 5523 13630 3225 22378 68976 2072 4791 6959 953 83751 61373
PER CENT MILL. FIM
LONG-TERM CREDITS BY SECTOR LONG-TERM CREDITS
100 k LOCAL AUTHORITIES wmnae  NET DRAWINGS
: 4000 T

R POR

2000

DRAWINGS

REDEMPTIONS

1 i i l 1. i

1984 1985

1987
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Mili. FiM

Snori-term assets

Snort-term hiabrhities

L D shortterm |, Mt DL amorizoon
Bank of other p;rate Total other p;,ale Tota (19—-15) {11+ 20) flow foonts:
Sinland eiocge;gge secror (121014} o elg:‘zgge sector 1161018)
hoiders hotders
2 13 12 15 16 -3 18 19 20 21 22 23
11842 29263 15915 5702C 5705 39443 161871 81328 4308 49116 11508 5538
22912 43319 12804 79035 4562 55695 17988 78246 —~790 53232 11594 48613
25183 3877E 181566 82113 4070 51374 16103 71847 —105b65 46201 *1 276 43808
16613 51683 17805 86101 3455 b5467 17197 76118 —9983 571390 13392 6185
14740 25724 15374 55838 3657 37966 16571 57193 1366 46782 35B33 1462
20705 31936 14978 67618 3775 47084 16836 67694 76 48481 2 4b1 1178
21064 34621 14727 70411 4815 47882 17431 70128 —283 51926 2223 596
22912 43319 12804 79035 4582 55695 17988 78245 790 53232 3387 1377
24785 44984 15869 85638 4535 52386 18402 82323 -3316 50920 3397 1561
26208 46661 18635 91504 3729 62896 18772 85397 —6106 51678 27N 1039
24770 44927 18183 87880 424059370 17880 81490 —6390 50395 2320 101
25183 38775 18156 82113 4070 51374 16103 71547 —105665 46201 2768 1197
21647 40424 18037 80109 36569 50424 17392 7475 —-8633 48806 3787 2126
18470 45237 18213 81921 3499 652647 15786 71932 —-9988 49899 3163 1176
16168 51576 18143 86887 3565 54990 17018 75573 —-10314 49752 2306 837
16613 51683 178056 86101 3455 55467 17197 76118 —9983 51390 4136 2046
orCENT'NET FOREIGN LIABILITIES PER CENTI et SERVICE RATIO

NET LONG-TERM LIABILITIES
P77} NET SHORT-TERM LIABILITIES/ASSETS

20
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PRICE INDICES

Basic price index for domestic suppiv 1980 = 100

Buiiding costs

Onigin Purpose 1980 =100
Wholesale
Penod brice
index W
1949 = 100 Total Domestic  imported Raw Consumer Investment Total alrg‘;es Building
goods goods materais goods goods o building matenais
trage
1 2 3 4 5 6 7 8 9 10
1985 1324 140.5 143.1 132.8 137.5 145.8 142.4 1443 1444 1428
1986 1264 133.2 139.8 113.1 122.3 1467 1480 150.6 153.9 148.2
1986
July 1249 131.7 139.2 108.8 119.4 145.1 148.9 151.2 156.2 1484
Aug. 1246 130.9 137.9 109.6 118.3 144.3 148.7 16156 166.2 149.0
Sept. 1248 1313 138.0 111.0 118.7 144.7 149.2 150.6 154.1 1483
Oct. 1250 13156 1385 110.3 119.0 1450 149.2 152.0 156.2 1496
Nov. 1252 131.7 138.7 110.3 1191 145.1 149.4 162.3 1566.2 150.1
Dec. 1256 1319 138.8 110.9 1195 1449 1498 162.3 166.2 150.2
1987
Jan. 1269 1329 139.9 111.7 121.0 145.6 149.9 1540 158.9 1514
Feb. 1271 133.2 140.3 111.8 120.2 146.2 151.0 1543 1589 1518
Consumer prices 1981 = 100
Period ; Rent, House- Health Transport e Other
Totatl Food Bevaerl;gges _C‘Ztr?c;ng heaagijng g?:%igs mggical corgpndum ; hd'.;(;‘\adtfon ggrc:gs
tobacco Toowwear lighting se?\?i(d:es services  cation recreation  gervices
1 2 2 a4 5 [§] 7 8 ] 10
1985 1346 1391 140.3 126.1 130.9 1297 155.7 1304 1325 1404
1986 1394 1442 146.4 1316 134.5 135.0 164.1 130.7 139.9 149.0
1986
July 139.9 1457 147.4 1301 1356.7 135.1 163.0 1304 140.2 1480
Aug. 140.2 1448 147.4 1314 136.3 135.3 1644 1302 1412 150.2
Sept. 140.2 1449 147 .4 133.0 134.2 136.0 1644 1314 142.3 1503
Oct. 140.7 1454 147.6 134.3 134.3 13656 167.1 131.6 142.8 1560Q.7
Nov. 140.6 1450 1478 1350 134.3 136.9 1671 1311 143.2 151.0
Dec. 140.8 1445 1475 135.2 134.3 137.0 167.1 1324 1433 1511
1987
Jan. 142.2 1451 152.9 130.9 134.6 137.7 170.3 135.0 146.3 1543
Feb. 1427 1454 152.9 132.7 134.6 138.0 171.6 135.8 1465 15B.1
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WAGES

Period

index of wage and saiarv earnings 1980 = 00

By ndusiries

Bv institutional sectors

All All Al
Wage earners in Ermploy- State Mlx:)rénic- E;r;glf):— esaarfen:; e\;v;%?»s g,,g,;:y.
i Con- ces n empioy- B A
cﬁg{ire industry stru?:?ion services ees meg:'s0 Y ggt\:l?o!re
2 3 4 5 8 T 8 9 10
1984 148.5 1499 152.8 152. 1471 1547 1505 1574 1497 1508
1985 1606 181.2 168.8 165.1 1588 166.7 163.8 164.2 182.2 1635
1986* 1762 1707 178.2 1781 169.6 '8C - 1745 176.5 1718 1748
1985
Qct.-Dec. 166.8 1831 174.0 167.1 ec4 683 167.1 1671 166.3 166.4
1986*
Jan.-March 1772 166.7 175.5 173.9 166.6 ©76." 169.6 171.8 1679 1704
Apr.-June 1747 1721 174.2 178.3 170.2 180.2 174.6 176.8 1719 175.0
July-Sept. 1722 7156 178.8 179.3 170.6 181.2 17565 77. 1724 1759
Oct-Dec. 176.7 1726 1845 180.9 1708 1829 78 1798 1748 178.0
PRODUCTION
Voiume inaices of proauction 198C = 10C
Perioo indus- - Land and  ransport :
Gross_ h Agri- Zor- Construc- d com- -~ Public
domesic Dol e saw Ol Do mumes commers  sectr  Otrs
1 2 3 4 5 [¢] 7 8 9 10

1984
July-Sept. Qg 102 196 45 114 *0b 108 t1C 115 119
Oct.-Dec. 121 122 1 117 140 108 121 119 116 127
1985
Jar.-March 1G7 "12 74 102 a1 94 106 100 117 117
Apr -June 114 121 77 109 85 113 11 112 17 127
July-Sept. 172 107 178 37 109 4 R 113 118 125
Oct.-Dec. 124 124 83 110 140 116 125 124 120 134
1986~
Jan.-March 108 108 71 96 80 o7 109 103 120 122
Apr.-June 114 127 77 90 71 17 111 118 118 132
July-Sepr, 118 16 "72 39 110 117 116 119 121 131
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PRODUCTION

rndex of industrial proauction 1980 = 100

Special indices of manufacturing Total
Penoa Total Invest-  ¢onsumer _ Other Non- adjforA ¢
ota gmof,?,ts goods p;oodou;:ser Food Wood Paper Chemicai  metallic Meral seasonal
industrv  Industrv  inaustry  industries  minerar industry ‘:F"a'
industry ions
K 2 3 4 5 [ h 3 g 10 b
1984 1118 1268 105.6 111.9 1093 924 1143 1115 108.4 120.0 112.1
1985* 116.1 1378 1103 114.7 111.3 894 1131 115.1 109.7 1299 116.5
1986* 1171 1387 1103 1162 1098 903 1136 1187 1036 1329 1173
1986*
Jan. 122.4 1427 1204 1194 1065 926 1106 1221 102.7 137.0 116.8
Feb. 1110 1334 1079 108.2 919 874 1042 110.6 83.2 1241 116.3
March 1075 1264 1040 1065 90.7 86.2 955 1223 814 1206 115.0
April 1256 1576 1178 123.4 1138 1159 1192 1341 98.7 149.1 117.9
May 118.6 159.1 109.7 1155 103.1 1024 1066 122.0 98.3 148.0 1143
June 118.0 1526 1047 118.0 1063 96.6 1016 1145 102.8 141.7 1205
July 86.1 711 75.0 93.8 103.3 456 1261 84.0 714 724 1241
Aug. 1143 1242 1084 115.0 107.2 803 1175 123.0 1184 1222 116.5
Sept. 1254 1484 1178 124.7 1114 1052 11566 126.7 13956 1452 115.7
Oct. 1346 1635 1282 1322 139.8 1077 1263 1221 140.3 158.7 1171
Nov. 1243 1449 1187 122.9 1294 924 1233 126.0 116.0 1409 116.5
Dec. 116.9 1403 1110 115.3 1137 722 117.2 1179 90.5 135.0 1173
1987+
Jan. 1174 1248 1155 116.7 992 809 1195 1196 93.8 1227 115.3
INDEX INDEX
INDEX OF INDUSTRIAL PRODUCTION INDEX OF INDUSTRIAL PRODUCTION 1880=100
140 | 1980=100 160} SEASONALLY ADJUSTED
SEASONALLY ADJUSTED MONTHLY FIGURES
MONTHLY FIGURES
130 TOTAL INDUSTRY 150 INVESTMENT
120 . %‘ 4 14089008
2% i: S :1: g »
110 |V s el R 130 V
PAPER INDUSTRY | &
100 3 y — 120
Yl J I s e < > 4 g
20 ',L ¢\.,"" .“'._“‘ i 110 " = _“ ,'_,ﬁ-‘.w v". “._‘:A‘_ \"#
80 ¢ - 10055 3 W A
WOOD INDUSTRY CONSUMER GOODS .
70 KRR NSRRI NN RS AR E RN AR RIS AR E RN NN ] INEENREE IR R ERAU RS RESN S NVEEREUC RN NARSRSRUNEET|
1984 1985 1986 1987 1984 1985 1986 1987
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LABOUR — TIMBER FELLINGS — INTERNAL TRADE

Pppulaé!on Total c ; Un- unemptoy- Cor_nm:rclal He‘taii Whole-
OTWOKNG guourforce.  ETENEL amplovea, g Tertumber o sales e
perdons persons persons persons Tores. O 19802100 1980 100
2 3 4 g [ v 8
19856* 3710 2600 2437 163 6.3 43 349 114 110
1986* 3716 2612 2431 182 7.0 39003 117 115
1985
Dec. 3714 2563 2406 157 6.1 4729 134 119
1986*
Jan. 3714 2553 2 360 193 7.6 4232 110 103
Feb. 3715 2540 2346 194 7.7 4596 100 102
March 3716 2551 2 365 186 7.3 4709 105 109
April 3716 25561 2365 186 7.3 4534 118 123
May 3718 2609 2438 171 6.5 3292 122 120
June 3717 2788 2598 190 6.8 2472 119 111
July 3717 2790 2600 190 6.8 1124 126 104
Aug. 3718 2647 2481 166 6.3 1194 116 114
Sept. 3715 2600 2428 172 6.6 2143 116 126
Oct. 37186 2576 2394 182 7.1 3100 119 130
Nov. 3717 2567 2392 175 8.8 3626 110 115
Dec. 3718 2572 2399 173 6.7 398t 137 126
1987
Jan. 3719 2510 2337 173 6.9 3173
CONSTRUCTION OF BUILDINGS
Buiiding permits granted Byildings compieted o
Building-
ks
Residen- - lndus(tjrlan Publi Residen- - industrial ubli ‘L'Jvrln)éer
. ! p bi
Period Total bui?cz:wgs bu:!adriwgs g‘lj%gr:ﬁgz nuilljgirl;z;s Total buiﬂjai:-ngs burifgirr?gs gsﬁﬂ%g’; builljdirlfgs stfu%?i}m
Mitiion cubic meires
H 2 2 a 5 6 7 8 9 10 11
1985 48,17 1817 670 1653 341 4474 1740 494 1597 335 4964
1986* 4744 1684 6.19 1718 397 3943 1492 497 1325 344 5240
19856*
July-Sept. 1216 448 1.61 421 092 1010 3.80 1.77 3.04 075 5642
Oct.-Dec. 9.69 298 090 432 088 1584 5.67 1.89 644 (.82 4964
198¢*
Jan.-March .24 296 1.9 406 0.50 8.15 3.53 (.56 289 067 4675
Apr.-June 1694 683 297 482 098 5.33 2.26 0.70 162 039 bb46
July-Sept. 1277 436 1.27 479 128 11863 3.89 1.83 382 127 57.01
Oct.-Dec. 882 270 0.76 344 124 1432 5.24 1.88 492 111 52.40
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Fublic sector Claims = Government promissory notes +
Bonds + Total coinage + Other ciaims on the pubiic sector. Other lia-
bilities = Cheque accounts -~ Counter cyclical reserves — Counter-
cyclical deposits — Capital import deposits — Other lianiiittes 10 the
public sector. Certificates of deposit are interest bearing, freeiv trans-
ferable terr iiapilities of the Bank of Fintand soia to the government.
Their maturnties range from one week to one vear. As from November
1. 1983. certificates of deposit were repiacea bv the government
depaosit account.

Page 5. Domestic financial sector: Other iiabiliues. net = Capitai
import deposits + Other liabiiities to financial institutions ~ Bonds —
Other claims on financial institutions.

Corporate sector: Permanem special financing scnemes = Foreign
bills ~ New export bills + Financing of suppliers’ credits.
Liabilitues. net = Deposits for investment and ship ourchase ~ Coun-
ter-cyclical withholdings + Capital import deposits - Import ievy
deposits + Export deposits - Otheriiabilities 10 corporations — Bonas
— Other claims on corporations.

MONETARY POLICY INDICATORS

Page 6. All the figures exceni the average tending rate of the commer-
cial banks are mean values of daily figures for the month or year \n
question. The average lending rate of the commercial banks is the
mean value of the ena of the month 1ending rates weighied by credit
outstanding. The annual figure Jor the average iending rate is an
unweighted average of the weighted average monthiy rates.

Gross central bank debt of the deposit banks = call money credits ana
term credits extended to and certificates of aeposit bougnt from the
commercial banks and Postipankki. As from January 1984, the only
source of central pank debt was the call money market. Three month
term credits were introauced in Decemper 1986 and open market op-
erations in CDs were started 1n March 1987. Banks' borrowing from
the central bank 15 monitored; a bank exceeding stipulated limits
comes under the special surveillance of the centrai bank. The rate of
interest on call money credits is set by the central bank. The rates of
interest on term credits and deposits are pased on daily 1enders by the
commercial banks and Postipankki,

Net centrat bank debt of the deposit banks = Sross centrai bank debt
of the aeposit banks — The commercial banks and Postipankki's cail
money and term deposits and their holdings of CDs issued by the Bank
of Finland. — All deposit banks’ cash reserve deposits at the Bank of
Finland.

Cash reserve deposits of the deposit banks equal the total amount of
cash reserve deposits at the Bank of Finland maae by the deposit
banks under the Cash Reserve Agreement of Septermber 7. 1984. The
deposit banks consist of the commerciai banks. co-operative banks.,
savings banks and Postipankki.

The cash reserve requirement s set each month by the Bank of Finlana
as the percentage of each pank’s stock of deposits and major partofa
bank’s net fareign debt which must be depositea at the central bank.
Deposits are 16 be made ane month after the close of the month to
which the coefficient applies.

Call money credit extended by the Bank of Finland = Demana for cali
money by the deposit banks — Supply of call money by the deposit
banks.

As from the beginning of 1986, the call money interest rate was dif-
ferentiated into two separate rates of interest, the rate on call money
credits and a lower one. the rate on call money deposits. As from the
beginnming of 19886, the figures on page 6 and the chart iltustrating the
call money rate have been prepared on the pasis of the rate on call
money credits.

FORWARD EXCHANGE MARKETS IN FINLAND

Page 7. The figures for columns 1—6 are caicuiated by the Bank of Fin-
land on the pasis of monthiy reports from the banks on their outstand-
ing forwarad exchange posstions at the ena of each month. Tne figures
for columns 7—9 are based on monthly averages of gaily representa-
tive quotations, as reported Dy the banks to the Bank of Finland.
The banks' foreign currency positions shown in the chari atthe bottom
of page 7 are monthly averages of dailv spot and forward posiuons
vis-a-vis the markka as reported by the commercial banks 1o the Bank
of Finlana. The spot position inciudes all foreign currencv-aenominat-
ed assets and liabiiiues of the banks, exciuding their outstanding for-
warg contracts.

FOREIGN EXCHANGE RATES

Pages 8—9. Sxchange rates are annual ana monthly averages of the
Bank of Finland's daily quotations. From the beginning of 1987 all
quotations are expressed as 5IM per one unit of foreign currency. The
Australian doliar {AUDY and the curopean Currencv Unit {XE') have
peen added 1o the iist of quoted currencies. ~"he currency indexis
shown as annual ang monthly averages of aaily inaex numbers. The
chart at the bottom of page 8 shows the banks’ forward selling rates
for the US aollar as deviations from the spot rate.

DEPOSITS BY THE PUBLIC —

ADVANCES T0 THE PUBLIC — MONEY SUPPLY

Figures for deposits and advances are supolied bv the Centrat Stausu-
cal Office.

Page 10. Deposits by the public. The cenwral government and the
financial institutions are mainly exciuded fram the pubiic.

From 1974 aeposits inciude domestic deposits denominated in
toreign currency.
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Page 11. Advances 1o the public. The central government and the
financiai institutions are not included 10 the public.

Posupankki's advances do not include ioans granted pv the State
mvestment Fund (INRA). Domestic credits in foreign currency are
mainiy granted by the commerciai banks ana the rest by Postipankki.
Money Suppiy M, = Finnish notes and coins in circuiation — Finnish
notes and coins heia bv the banks + Demand aeposits held by the
public {inct. Dernand deposits at the Bank of Finland). Quasi-Money =
Ijme cé?posns hela py the public {inc!. Time deposits at the Bank of
Sinland).

Note: Domestic deposits in foreign currency inciuded in money supply
since 1974. In the money supplv the pubiic tncludes non-monetary
financiai institutions.

STATE FINANCES

Page 12. Dfficial figures computed ov the Economics Department of
the Ministry of Finance. Revenue ano expenditure: Extra-budgetary
funas ana the aggregated net current aeficit of State enterprises are
included. Figures are reported on a cash payment basis.

FOREIGN TRADE

Pages 13—15. Figures suppiiea by the Board of Customs. indices (p.
13): The volume indices are calculated according to the Paasche for-
mula and the unit value indices according to the Laspeyres formula.
Terms of trade: the ratio of export indices 1o import indices. Foreign
tradge by countries: (p. ' 6): from yanuary 1980 1imports by countries of
origin. exports by countries of consignment,

BALANCE OF PAYMENTS

Pages 16— 17. Figures are calculated oy the Bank of Finiana.
Columns 1-7. The figures for the trade and goods and services
accounts are in accordance with the System of Natonal Accounts.
Columns 12-13. Long-term 10ans compnise financiai loans and
tmport and {easing credits.

Column 18. Miscellaneous long-term capital items, net==direct invest-
ment. net ~ portfoiio Investment by foreigners - financial ioans and
development credits to abroad — Finland’s subscriptions to interna-
tional financial institutions, net.

Coiumn 23. Changes in the foreign exchange reserves of the Bank of
Finlana exciude changes in the markka value of the reserves caused by
Changes in exchange rates.

FOREIGN ASSETS ANC LIABILITIES

Pages 18—19. Figures calculated by the Bank of Finiand.

Long-term assets: Dther = financial ioans < development credits +
Finland's subscriptions to tnternauonal financial nstitutions. Long-
term liabilives: Portfolio investment = the outstanding amount of
share 1ssues by Finnish companies on foreign stock exchanges and of
securities sola to foreign buvers through the Heisinki Stock Exchange.
Other = Leasing credits + subscriptions to international financial insti-
wyons paid in the form of bonds.

Column 22. Debt service = Net investment income of short-term and
long-term assets and liabilities + net amorusation payment of fong-
term foreign assets ana liabilines. excluding repatriations of equitv
capital (inciudeda under direct investment), as from the beginning of
1986 repurchases of shares {included under portfolio investment).
and repavments of the Bank of Finiand’s reserve and oil credits.
Columns 22 ana 23 during the year ana the quarter.

Chart Debt service rauo: Debt service as a per cent of current account
earnings.

PRICE INDICES
Page 20. All indices caiculated bv the Central Staustical Office.

WAGES — PRODUCTION

Pages 21—22. Figures supphed by the Central Stausticai Office.
Page 22. index of industrial production caiculated by the Central Sta-
nstical Dffice. The grouping, oy branches of industry is in accordance
with the Stanaara industrial Classification (SIC) which 1s a version of
the " 968 edition of the !SIC. The 5IC facilitates international compari-
sons betwsaen Finnish statistics and corresponding data from coun-
tnes which use the ISIC. The seasonally adjusted series is calculatea
by the Bank of Finlana on the basis of the index of industriai produc-
tion per working day according tc a method resembling the .8
Bureau of Census Methoa il.

_ABOUR — "IMBER FELLINGS — INTERNAL TRADE —~
CONSTRUCTION OF BUILDINGS

Page 23. .abour figures supplied by the Centrai Statisucai Jffice.
Commerciai umber Jellings compiied by the Forest Research Institute.
Retaliers’ and Whotesalers™ volume indices supplied by the Central
Stausucal Dffice. Construcuon of buildings figures caicuiated by the
Central Statistical Office.

Owing to rounding. the figures in stausticai tables do not necessariiy
add up to the totais snown.

SVMBOLS USED: * Preliminary. r Revised. 0 Less than half the finai
digit shown, Logically impossible. Not available. — Nil. S affectea
by strike. — Break in series.



SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From * 185 10 1 809 Finland formed a part of the kingdom of Sweden.
Connectea from 1 809 with Russia, Finland was an autonomous coun-
try with the Emperor as Grand Duke untii Decemper 6,1217. the date
of Finland’s declaration of inaependence. The repubiican constitution
was adopted in 1919. The legislative power of the sountry 1s vested in
Parliament and the President. The nighest executive power s hela bv
the Presiaent, elected for s peniod of 6 vears. The President for the cur-
rent term. yanuarv 27. 1982, to March 1. 1988, 1s Mauno Koivisto.

Parliament, comprising 200 members 1s elected by universal suffrage
for a period of 4 vears. The number of seats of the different parties in
Parilament electea in 1987 1s as follows: Social Democratic Party of
Finlana 58. National Coaiition Party 53. Centre Party 40. Democrauc
League of the Paople of Finiand 16, Finnish Rural Party 9. Swedish
People’'s Party 13, Christian League of Fintana 5. "he Greens 4 and
Democratic alternative 4.

Finland 1s divided intc 461 self-governing municipalities. Members of
the municipal councii are electea by universai suffrage for a perioa of
4 years.

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1830, IMF 1948, iBRD 1948. GATT
1950. JN 1955, IFC 1956, IDA 1960, EFTA 1961, ADB 1966. DOECO
1969, IDB 1977 and AfDB 1982,

LANE

THE AREA s 338000 square kiiometres {Great Britain's area 15
244000 sa. km and ltaly's area 301 000 sg. km). Of the to1al. Miano
waters form 9.4 %, Of the land area {1880) 2.5 mill. ha {2.2 %) are cutti-
vated and 19.7 mill. ha {64.5 %) are covered by forests.

OWNERSHIP OF LAND 19709}, The total Jand area was distributeq
among different classes of owners approximately as follows: private
58.7 %, State 31.4 %. 10int stock companies etc. 7 4 %, municipaiities
and parnishes 2.5 %.

POPULATION

NUMBER OF INHABITANTS {1984): 4.9 million. Sweden 8.3. Switzer-
tand 6.56. Denmark 5.1. and Norway 4.1 miilion.

DENSITY OF POPULATION i1984): in South Finland 47.7, in Eastand
Central Finlana 14.3, in North Finiand 4.2 and in the whoie countrv an
average of 16.1 inhabitants to the sauare kilometre.

DISTRIBUTION BY AREA [1984): 40 % of the pobwation inhabit the
rural areas, 80 %towns. The largest towns are: Helsinki (Heisingiors},
the capital. 484263 tnhabiants, Tampere ‘Tammerfors) 168 150.
Turku (Abo) 162282,

EMPLOYMENT [1985). Agriculture and forestry 11 %. industry and
construction 32 %, commerce 15 %, transport ang communication
8 %, financing. insurance, reai esiate and pusiness services 6 %, com-
munity and personal services 28 %.

LANGUAGE (1984} Finnish speaking 93.6 %, Swedish speaking 6.1 %,
others 0.3 %.

EDUCATION [1986): Pracucally all persons over 15 vears of age are
literate. There are 8 universities (the oidest founded in 1640} and "2
colleges of universitv standard.

CHANGE OF POPULATION (1984): pirths 13.2 ¥4, deaths 9.2 ¥,
change + 5.0 %4, net immigratuon ~ 0.8 %, Jeaths in “rance 3.8 %,
and Great Britain 7.4 ¥

TRADE ANC TRANSPORT

NATIONAL INCOME {19851, in million FIM: Gross domestic Droauct at
factor cost by ingustriat origin: agricuiture ana fisning 13 19C 4 %),
forestry 10977 {4 %), manufactuning 86794 (29 %), construction
23138 {8 %), trage, restaurants and hoteis 33 163 {11 %), transport
and communication 23 672 (8 %), panking and insurance 12 97314 9%j},
ownership of aowellings 12097 (6 %i. other services 74 7C7 {25 %j,
total 296711, Index of real aomesuc product *74 {1980 = 100).

~DREST RESOURCES :1983). The growing stock comprised of * 660
million m? {soiie volume with bark; of which 45 %was pine and 37 %
spruce the remaimng 18 % peing broad-ieaved trees chieflv birch. Of
the growing stock 656 million m* was up to the standard requirea for
10gs. 51 % of these being pine. “he annyal growth was 68 million m?®
and the totai drain caiculated on the basis of rounawood consumpticn
was 49.4 million m?

AGRICULTURE 11984). Culuvated iand 2.4 million hectares. Numper
of holdings 203 933 of wnich 143931 are of more than 5 na. Measure
of self-sufficiency in bread cereals 92 %,

INDUSTRY {1983). Gross vatue of industrial production FIM 222602
mill. number of workers 398066, salaried empiovees 146503,
motive power 8.3 mill. kW. index of industnal oroducuon 107.7 for
1983 {1980 = 100).

STATE RAILWAYS Dec. 37. 1985) _ength 5979 km.

MERCHAN™ FLEET (March 37. "987). Passenger vessels 166
{262 45C gross reg. tons}. tankers 3C (487 476 gross reg. tons;, drv
cargo vessels 12° [393062 gross reg. tons), other vesseis 109
{4° 327 gross reg. tons), total 426 |1 184309 gross reg. tons;.

AUTOMOBILES (Dec. 31. 1985); Passenger cars 1546094, lorries
anczavgn% "79637. buses 90377, other automobiles 11867 rotal
17 15,

FINNISH AIRLINES (Feb. 28, 1985, Finnawrnasin use " DC-8-62, 3DC-
9-10.5DC-9-47 12DC-9-51.3DC-8Super 82, 2DC-10-30,1 OC-10-
30 £R ana 3 Fokker 7-27 Frienaship MK, The company has scheduied
flights 10 34 foreign and 21 domestic gestinations.

ANANCE AND BANKING

CURRENCY. Since 1860. Finland nas had its own monetary system,
Zrom 1877 unti! 1914 the country was on the gold standard. and
returned to itin 1926.In 1931, the Centrai Bank's duty to redeem bank
notes in gold was suspended and at the end of 1962 was entirelv can-
celled. The monstary unit is the markka {piurai: markkaa), which 1s
divided into 100 pennid {singutar: penni}. "he abbreviation used for
the markka 1s FIM. The last par value of the markka was seton Gct. 12,
1967 and was 0.27159 grams of fine goid per markka (equivaient, at
the 1ime. to 4.20 markkaa per i}.S. dollar). Since Nov. *. 1977 the
external value of the markka has been officially expressed interms ofa
currency index. This index is tradeweighted ana as from Jan. 1. 1984
indicates the average change in the convertibie currencies which are
important 1n Finnish foreign trade. The present currencv weights are
SEK 2G.4. DEM 19.3, GBP 14.3. JSC 9.0. other currencies 37.0. The
permussible range ot fluctuauon 1s about 2. 25 per centon erther side of
tr&tneorencai anthmetic mean. ~he fluctuanionr limits are 106.0 and
101.3.

THE CENTRAL BANK. The Bank of Finland {estab. 181" funcuons
under the guarantee and sunervision of Parliament. its Board of Mana-
gement Is appointed by the President of the Repubiic: the Bank Super-
visors. nine In number, are elected bv Parliament. The Bank has a neaa
office in Helsink: and 12 brancnes in other towns.

JTHER CREDIT INSTITUTIONS (Dec. 2 1985). There are two bigand
eight small commerctal banks with in all 967 offices, 254 savings
banks, 370 co-operatve banks, six mortgage banks, Postipankk: and
three development credit institutions. ~he co-operative S10res accept
deposits from their members. The Social insurance institution and 48
orivate Insurance companigs also gran credits.

RATES QOF INTEREST (Mav 19, 1986}. "he Bank of Finland's base rate
's 7 %. The interest rates for domestic iending other than bank fi-
nancing bv the Bank of Finland vary between 4% % and 9 % %. Other
credit institutions: time deposits 2% %: B month depcsns 4 %: 12
month deposits 5% %: 24 month aeposits =
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THE FINNISH PAYMENT SYSTEM:

COMPARISON

by Reija Lilja, Ph.D.

Labour Institute for Economic Research
and Urho Lempinen, Ph.D.

Research Department, Bank of Finland

In evaluating the state of the Finnish payment
system it is illustrative both to outline recent
trends in the development of the system and
to compare its key characteristics with those of
other countries. In the former dimension, the
focus of interest is on the expanding use of
new payment instruments and in the con-
sequences thereof. In the latter dimension, the
report published by the BIS {(1985) serves as a
natural benchmark. This report compares the
use of payment instruments and the provision
of payment services in eleven countries in a
fairly systematic fashion.

Despite technical progress in the payment
industry in Finland during the last thirty years,
cash is still the dominant means of payment. In
1985, over 70 per cent of the total volume of
transactions consisted of cash payments.
However, the use of cash in Finland is rela-
tively modest by international standards. Fin-
land has a highly developed bank giro system
and over 20 per cent of all transactions are
effected through this system.

An essential feature of payment systems in
many countries during the last ten years has
been the emergence of new payment instru-
ments. In particular, the use of different kinds
of plastic cards in payment situations has
increased. This development can also be
observed in Finland. We examine the situation
in this country in terms of two major cards {OK
and VISA), because figures for the total num-
ber of credit, charge and debit cards are not
available. Chart 1 shows the number of OK
and VISA cards in use in the 1980s.

" Bank for International Settlements, Payment Systems in
Eleven Developed Countries, prepared by the group of
experts on payment systems of the central banks of the
Group of Ten Countries, February 1985, Basle.
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CHART 1. THE NUMBER OF OK AND VISA CARDS
IN USE IN FINLAND IN 197985
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It can be seen from Chart 1 that the number of
OK and VISA cards has grown from 100 000 in
1980 to nearly 280 000 in 1986. The rate of
growth in the number of cards has also in-
creased over time. This development is in
accordance with the growth in the number of
outlets that accept OK and VISA cards as
payment insiruments. Chart 2 shows that the
number of outlets per card has varied around
0.05 for the whole period from 1979 to 1985.

CHART 2. THE NUMBER OF OUTLETS PER OK AND
VISA CARD IN FINLAND IN 197985
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According to Chart 2 there has been a stable
relationship between the number of cards and
outlets accepting cards as means of payment.
It would appear that consumer acceptance of
cards has risen along with the increase in their



liquidity. The same phenomenon can be
observed in the behaviour of cardholders.
Chart 3 depicts the number of annual pur-
chases per card.

CHART 3. THE NUMBER OF ANNUAL PURCHASES
PER OK OR VISA CARD IN FINLAND IN
197985
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Chart 3 shows that the frequency of use of OK
and VISA cards has increased in recent years.
In 1980, an average cardholder used his/her
card about 26 times whereas in 1985 the
frequency was 31. These figures suggest that,
with the increase in the number of outlets

accepting cards as payment instruments, the

intensity of card use also increases.

The recent developments in the use of plastic
cards in Finland have mainly had an impact on
payment instruments that can be regarded as
close substitutes for cards. For example, in
1985 the number of cheques declined by 8
million, or about 11 per cent. As far as cash is
concerned, the increase in plastic cards has
not had any significant impact on the demand
for notes and coin in this country. According
to our estimations, the demand for different
denominations in the 1980s has been broadly
the same as it was in the 1960s. This may be
due to the fact that, in relative terms, the
amount of currency in circuiation in Finland is
already quite small. In fact, in relation to gross
national product (GNP}, currency in circulation
has been declining steadily since the 1960s,
and it is now about 2.4 per cent. Compared
internationally, this is a low figure. This can be
seen in Table 1, which gives different meas-
ures of money supply for Finland and 11 other
developed countries as a percentage of GNP in
1983.

Table 1 shows that the use of money varies
appreciably in different countries. For example,
in 1983, currency amounted to 2.4 per cent of
GNP in Finland whereas the corresponding
figure for Switzerland was as high as 10 per
cent. Canada, the United Kingdom and the
United States also have relatively modest
amounts of currency in relation to GNP. As for
transferable deposits and total money supply
(M3), the Finnish figures indicate that money is
used efficiently. Transferable deposits were
equivalent to about 5 per cent and M3 to about
44 per cent of GNP in Finland in 1983. By
comparison, transferable deposits amounted to
54 per cent of GNP in Sweden and M3 to 181
per cent of GNP in Belgium.

TABLE 1. THE USE OF MONEY IN DIFFERENT
COUNTRIES', PERCENTAGE OF GNP IN 1983

Currency  Transferable Totai monev
deposits supply (M3}
% % %

Belgium 9.9 14.0 180.7
Canada 3.2 9.6 46.8
Finland 24 5.0 44.0
France 5.1 20.9 75.1
Germany 6.0 12.0 53.0
ltaly 6.4 34.6 95.9
Japan 7.6 2.2 150.3
Netherlands 6.5 13.1 68.4
Sweden 6.0 54.0 60.0
Switzertand 10.0 19.0 117.G
United Kingdom 4.0 29.0 33.0
United States 4.2 31.9 75.4

' BIS 11985} for countries other than Finland; Finnish data are from
the Bank of Finland database.

The jow figures for the measures of money
demand in Finland reflect the fact that other
payment instruments are widely used. Finland
has had a highly developed bank and postal
giro system since the 1950s. Most transactions
between firms are effected through this system
and it is also frequently used for transactions
between individuals. Table 2 gives figures on
some new payment instruments for Finland
and other countries. It should be noted that
the reference year for Finland is 1985 whereas
for other countries it is 1983. This may cause
some problems in evaluating the relative posi-
tion of these countries.
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TABLE 2. COMPARISON OF THE RELATIVE IM-

PORTANCE OF PAYMENT INSTRUMENTS OTHER

THAN CASH, PERCENTAGE SHARE OF TOTAL
VOLUME OF TRANSACTIONS'

Cheques Credit rransfers Payments bv

& direct debits credit cards
% % %
Beigium . . -
Canada 91 0 2.0 7C
Finlana 7 78.¢ a7
“rance 2.5 B4 2
Germanv 1.c 39.C 23
Itaty 853 14.2 5.5
Japan 8.7 ] 1.2
Netherianas 22.3 TTE 01
Sweden 20.2 730 7.C
Switzeriang 1C.6 8a.2 0.8
United Kingaom 61 C 29.¢ 8.0
98.¢¢ 14 T2

United States

8IS {1985) for countries other than Finland: the Finmsh data
were provided bv the Finnish Bankers Association. The figures
for Finland refer to the vear 1985, while for other countnes the
reference perioa 1 1983. Since we did not have exact data on
Finnisn credit-card payments, we used an estimate of 53 million
card payments, Including bank card pavments. n our calcula-
nons. This esumate is based on the use of different means of
pavment n retail outlets.

- Including payments on credit card 3ccounts.
= not availapls

It is evident from Table 2 that the giro system
handles most of the non-cash payments in
Finland; about 79 per cent of these transac-
tions pass through this system. The share of
cheques is fairly small in comparison with
other countries. For example, in Canada and
the United States more than 90 per cent of the
non-cash transactions consist of cheque
payments. As far as credit card payments are
concerned, the figure for Finland suggests a
rather high usage of cards with respect to
other countries.

Banking and payment services provided mostly
by the deposit taking industry are vet another
point of interest in international comparisons.
It is very difficult, if not impossible, 1o measure
the quality of services, while few indicators are
available on the guantity of services. Table 3
gives four sets of figures measuring the provi-
sion of banking services in Finland and other
countries.

Table 3 shows that Belgium, Finland and
Switzerland have the densest branch office
networks. Japan, the United States, Switzer-
land and Finland have invested most in bank
automation, while France has invested most in
EFTPOS (Electronic Funds Transfer at the
Point of Sale). Finland and Sweden have the

28

TABLE 3. THE IMPORTANCE OF THE DEPOSIT
TAKING INDUSTRY AND BANKING SERVICES
IN DIFFERENT COUNTRIES'

inhabitants per Number ot
transieranie
office cash EFTPCS-  deposit
dispenser  termina accounts per
or ATM nnapitant
Beigium 268 "7 598 11 209 CE
Canada 1943 12755 8
Finiana * 440 7172 50200 R+
France 1524 1094C 5470 0.8
Germanv 1541 38500 28 Q0C 0.2
ltatv 4398 37 866 R 5.3
Japan 278 Z1Z7 2270C
Netherlangs 2222 . 0.g
Swegen &3 TI7C 71900 2.C
Switzerland © 3¢ ©32¢ 0.8
United Kingdom 2 283 9 658 -8
2310 4896 294500 0.2

United States

" BIS (1986} and the Finmish Banxers' Association. The figures for
Sinland refer t¢ the vear 1985, whiie for other couninesg the
reference penod 15 1982,

- In Munich oniy
= not availabie

highest number of transferable deposit ac-
counts per inhabitant.

To obtain an overall picture of the payment
systems in the twelve countries under review,
we have ranked them according to three cri-

- teria: degree of utilization of money, use of

new payment instruments and technical pro-
gress and services. The ranking is based on the
information in Tables 1—3 and the results are
presented in Table 4 below.

TABLE 4. OVERALL COMPARISON OF PAYMENT
SYSTEMS

Use of Technical
new progress
Jse of pavment and

Towal  monev instruments services

1. Finland 3 H 1 H
2. Unitea Kingdom 15 8 [ 3
3. France 16 3 2 B
4. Germanv *7 9 4 4

Sweden W7 4 9] g
6. Switzerland 18 ? 2 9
7. Canada 19 8 9 z

Japan 19 5 Z 12
9. Netheriands 2’ 2 7 5
1C. Belgium 23 2 12 g
11 Unied States 28 ot 10 7
12. ttav 32 12 " 9

Table 4 should be interpreted as follows: the
lower the rank in column 2 tuse of moneyi, the
smaller is the money supply with respect to
GNP. The lower the rank in column 3 {use of



new payment instruments}, the more payvment
instruments based on systems like bank giro
are used i a country. The lower the rank in
coiumr: 4 tiechnical progress and services;. the
better the techniques and services offered to
bank customers. 'r cowumn 1 !totall, the rank
arders ir columns Z2—4 have peer added up
and the countries reporied in ascending order.
As can be seer from Tabie 4, the sum of rank
orders is iowest for Finlanc among the twelve
countries. if the criteria menuoned above nave
been measured correctly, this impiies that rela-
tively little cash and cheques are used as
means of payment In Finland while technically
advanced payment instruments isuch as bank
giro) are usea more intensively than in the
other countnes. The results aisc suggest that
Finiand's payment system offers a dense and
technically advanced network of services.
These conciusions are in accordance with the

conventional view that Finland’s "oligopolistic
banking sector nas tended 10 generate over-
capacity and 1¢ compete through the guantity
and quaiity of services rather thar througn
prices.

According to the above indicators, the Finmsn
ovayment system is among the most advanced
ir the sampie 1n quantitative terms. However.
the data used here do not permit anytning 1o
be said abour :he gquaiity of comparabie
services in different countries. important and
as vet unanswered guestions are, for insiance,
now safely and fast car a givenr transacuor be
effected in eacn country. Similarly, we know
little about the actual economic efficiency of
payment systems in different countries. Rel-
evant 1ssues nere would include the actual unit
CQOSts per transaction in each country and the
1otal proportion of real resources taken up by
payment industries in different economies.




MONETARY AND FOREIGN EXCHANGE POLICY MEASURES

FROM MAY 1986 TO APRIL 1987

May

External value of the markka. On May 16, the
external value of the markka is lowered by 1.6
per cent by raising the currency index number
within the fluctuation range.

Interest rate policy. The Bank of Finland low-
ers its base rate from 8.0 to 7.0 per cent as
from May 19, 1986. At the same time, the
rates applied by the banks to existing loans fall
by one percentage point, whereas the rates
applied to 12 and 24 month deposits fall, at
most, by 0.75 percentage point. The rates
applied to other tax-free deposits fall, at most,
by one percentage point.

Regulation of average lending rates. The Bank
of Finland raises the upper limit on the banks’
average lending rate in relation to the base rate
by 0.25 percentage point with effect from May
19, 1986. The new upper limit is the Bank of
Finland’s base rate plus 2 percentage points or
9.0 per cent. If the average interest rate on a
bank's total markka-denominated deposits ex-
ceeds the Bank of Finland’s base rate by more
than one percentage point, the bank’s average
lending rate may at most equal the average
deposit rate for the month in question plus one
percentage point.

Call money market. The Bank of Finland imple-
ments the following changes in its call money
rates:

Effective Rate on call Rate on call
as from money credits money deposits
Per cent Per cent

May 13 13.0 12.3

May 14 18.0 15.3

May 16 14.0 13.3

May 20 (1) 13.0 12.3

May 20 (D) 12.0 1.2

May 22 11.0 10.3

30

Amendments to Foreign Exchange Regula-
tions. The authorized banks are granted per-
mission to use foreign credit to finance their
customers’ long-term export receivables as
from May 13, 1986. Similarly, exporters are, on
application, granted permission to raise foreign
finance in their own names in order to finance
their long-term export receivables.

As from May 16, 1986, the Bank of Finland
removes the upper limit on the amount of
foreign financing credits for imports mediated
by banks. At the same time, the Bank decides
to start treating domestic foreign currency
deposits received by banks as equivalent to
banks’ foreign borrowing; subsequent to this,
banks are, in practice, no longer able to grant
domestic credits denominated in foreign
currency.

June

Call money market. The Bank of Finland low-
ers the rate on call money credits from 11.0 to
10.8 per cent and the rate on call money
deposits from 10.3 to 10.1 per cent as from
June 6.

Amendments to Foreign Exchange Regula-
tions. The Bank of Finland revises the Foreign
Exchange Regulations in some respects with
effect from June 16, 1986. The main points of
the amendments are as follows:

The prohibition concerning the sale of Finnish
bonds and debentures to non-residents is re-
scinded on the condition that they are bought



with earnings or sales proceeds from Finnish
bonds and debentures acquired previously or
with funds held in Finland by persons who
have emigrated from Finland.

The authorized banks and other securities
agents are permitted to sell foreign securities
from their own portfolios to residents within
the guantitative limits set in the Foreign Ex-
change Reguilations.

In addition, the Foreign Exchange Regulations
are relaxed mainly with respect to payments
for goods and services, and certain quan-
titative limits included in the Foreign Exchange
Regulations are raised.

FIM bond issue by the Nordic Investment
Bank. The Nordic investment Bank issues FIM
bonds in Finland totalling FIM 250 million, up
1o half of which the Bank of Finland permits 10
be sold directly to foreign investors. At least
half of the issue is to be sold to domestic
investors, but once quoted on the Helsinki
Stock Exchange, the bonds can be sold and
purchased abroad on the secondary market
through the Stock Exchange.

August

Call money market. On July 31, the Parliamen-
tary Bank Supervisors extend 10 the Board of
Management of the Bank of Finland, until
further notice, unlimited powers to raise the
call money rate. In this context, the Bank of
Finland decides to introduce, as from August
1, a call money rate policy under which call
money rates are henceforth to be determined
in accordance with the foreign exchange re-
serves. Thus, call money rates are 1o rise when
foreign exchange reserves decline and fall
when foreign exchange reserves grow.

The Bank of Finland implements the following
changes in its call money rates:

Effective Rate on call Rate on call
as from money credits money deposits
Per cent Per cent

August 1 {1} 11.2 10.2

“ 1 an 11.6 10.6

" 4 12.4 114

" 5 (1) 13.2 12.2

‘ 5 U1 16.2 14.2

“ 5 Il 250 240

' 7 40.06 39.0

“ 14 36.0 340

. 15 (h 30.0 29.0

' 15 (Ih 25.0 24.0

" 18 20.0 19.0

" 20 19.0 18.0

" 26 18.0 17.0

" 29 17.0 16.0

Regulation of average lending rates. The Bank
of Finland abolishes the regulation of average
lending rates as from August 1.

Revision of foreign exchange regulations. As
from August 1, the Bank of Finland decides to
exempt from regulation foreign credits with a
maturity of at least five years raised by man-
ufacturing and shipping companies for financ-
ing their own operations. The decision on the
removal of control does not apply to bond or
debenture issues denominated in Finnish mark-
kaa.

September

Call money market. The Bank of Finland imple-
ments the following changes in its call money
rates:

Effective Rate on cali Rate on call
as from money credits money deposits
Per cent Per cent

September 2 16.0 15.0
September 5 15.0 14.0
September 9 14.0 13.0
September 12 13.5 2.5
September 18 13.0 12.0
September 26 12.8 115

Cash reserve requirement. As an exception 10
the cash reserve agreement concluded with
the banks, the Bank of Finland decides 1o pay
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interest on casn reserve deposits for the period
September — December 1986 at a rate which 1s
3 percentage points below the Bank of Finland
call money lending rate, however, not iess
than 1:4 percentage point below the Bank of
Finland base rate.

October

Call money marker. The Bank of Finland imple-
ments the following changes in its call money
rates:

Effective Rate on call Rate on call
as from monev credits money 0eposits
Per cent Per cent
October 2 12.3 e
October 16 .8 10.8

The decision of the Parliamentary Bank Super-
visors on the temporary removal of the upper
limit on the call money lending rate expires on
October 21, 1986. From that date, the upper
limit on the call money lending rate is again the
base rate plus 15 percentage points.

Investment reserves. On QOctober 23, 1986, the
Council of State decides to release, as from
April 1, 1986, investment reserves made for
accounting periods ending in 1984 for use in
the Greater Helsinki area. The utilization period
is to expire on December 31, 1987.

In the same context, the Council of State
decides to raise the special investment
allowance from 3 to 6 per cent outside the
Greater Helsinki area. The increased allowance
can be appiied to investment reserves 10 be
used during accounting periods ending
between November 1, 1986 and December 31,
1987.

Change in the cash reserve agreement. Samuel
Montagu Osakepankki starts operations in Fin-
land at the beginning of October, and on
October 17, 1986 it joins the cash reserve
agreement between the Bank of Finland and
the banks.
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November

Changes in the terms of central bank financ-
ing. As from the beginning of November, the
Bank of Finland grants Samuel Montagu
Osakepankki the same nghts to central bank
financing and to participation ir: the call monev
market as the other commercial banks. After
Bank of Helsinki Lid ceases operations as an
independent bank and is merged with Unior
Bank of Finland Lid at the beginning of
November, the Bank of Finiand cancels the
rights of Bank of Helsinki itd to central bank
financing and to participation in the call money
market with effect from November 1, 1986.

Lending rates. On November 28, 1986, the
Bank of Finland decides that henceforth lend-
ing rates applied in short- {up to 1 year! and
medium-term {between 1 and 5 vears) loan
agreements may be linked to a reference rate
which reflects the cost of unregulated
short-term funding. The introduction of a
reference rate requires the prior approval of the
Bank of Finland.

Banks are still required to link lending rates on
all housing loans and on all long-term loans of
more than five years to the Bank of Finland’s
base rate or to charge fixed rates of interest on
such loans. In addition, banks may continue to
apply these interest rates to short- and me-
dium-term credits. Similarly, they may con-
tinue to link lending rates on short-term credits
to the call money rate.

December

Terms of central bank financing. On December
1, 1986, the Bank of Finiand introduces a
system under which the banks may, in addition
1o call money credit, also obtain centrai bank
financing in the form of longer-term credits at
fixed rates of interest. Initially, only three-
month credits are to be granted and the
quantity of credit and the rate of interest
charged are 10 be determined on the basis of
banks’' requests for credit within the frame-
work of the targets set for central bank financ-



ing by the Bank of Finland. The upper limit on
the rate of interest applied to fixed-rate term

loans extended by the central bank is the same

as that on the call money lending rate, i.e. the
base rate plus 15 percentage points.

For the present, the Bank of Finland does not
undertake to accept longer-term deposits at
fixed rates. -

Call money market. The Bank of Finland low-
ers the call money deposit rate from 10.8 to 9.0
per cent as from December 1 and raises the
rate on call money credits from 11.8 to 11.9
per cent as from December 2 and further to
12.0 per cent as from December 9.

Credits for the financing of domestic suppliers’
deliveries. The rate of interest applied to
credits for the financing of domestic suppliers’
deliveries is raised by one percentage point to
the equivalent of the base rate plus 2.0 per-
centage points as from December 10, 1986.
The Bank of Finland’s share in the financing
of domestic suppliers’ deliveries is raised from
30 per cent to 40 per cent for the period from
December 10, 1986 to December 31, 1987. At
the same time, it is decided to again permit the
use of credits for the financing of domestic
suppliers’ deliveries in the financing of sawmill
invesiments.

1987

January

Financing of short-term export credits. As
from the beginning of 1987, the Bank of
Finland restricts the financing of short-term
export credits i0 concern export companies
the turnover of which does not exceed FIM
200 million.

New-export credits. As from the beginning of
1987, the Bank of Finland restricts the use of
new-export credits so that the duration of a

new-export credit extended to a company
cannot exceed five years from the drawing of
the first credit instalment. The rate of interest
collected by the Bank of Finland from banks
for new-export credits is raised to the same
level as that applied to the financing of
short-term export credits, i.e. the Bank of
Finland’s base rate.

Cash reserve agreement. The Bank of Finland
and the banks agree on the revision of the
cash reserve agreement as from January 1,
1987 so that certificates of deposit and certain
long-term foreign credits intermediated by
banks are no longer subject to the cash reserve
requirement.

Amendments to Foreign Exchange Regula-
tions. As from January 1, 1987, the Bank of
Finland grants the Labour Savings Bank of
Finland the status of an authorized bank.

Call money market. The Bank of Finland low-
ers the rate on call money credits from 12.0 to
11.9 per cent as from January 26.

February

Call money market. The Bank of Finland imple-
ments the following changes in its call money
rates:

Effective Rate on call Rate on call
as from money credits money deposits

Per cent Per cent
February 2 11.8 9.0 (unchanged)
February 13 1.7 8.5
Fabruary 20 11.6 8.0

Term deposits. With effect from February 4,
1987, the Bank of Finland allows the banks
entitled to central bank financing 10 make bids
for three-month fixed-rate deposits with the
Bank of Finiand. This arrangement is to oper-
ate alongside the existing arrangement for
three-month central bank credits.
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March

Call money market. The Bank of Finland imple-
ments the following changes in its call money
rates:

Effective Rate on call Rate on call
as from money credits monev deposits
Per cent Per cent
March 5 11.5 7.5
March 17 114 75

Banks’ central bank financing. On March 17,
1987, the Bank of Finland complements the
system of monetary control by introducing
dealings in certificates of deposit with banks
on an experimental basis alongside term

credits and term assets. At the same time, the
use of call money credits is limited as from
March 30, 1987. With effect from that date,
each bank may daily resort to call money credit
only up to an amount corresponding to 7.5 per
cent of the total amount of its equity capitai
and cash reserve deposits. A penalty rate of
interest I1s to be charged on credit exceeding
the limit.

April

Call money market. The Bank of Finland low-
ers the rate on call money credits from 11.4 to
11.2 per cent as from April 2.




ITEMS

PKbanken purchases Chase Manhattan
Bank's subsidiary in Finland. In February,
Chase Manhattan Bank sold its Finnish subsidi-
ary to the Swedish-owned PKbanken. The
new bank, PKbanken International (Finland)
Oy, joined the cash reserve agreement and
received the same rights to central bank
financing as the other commercial banks. The
bank has also been granted the status of an
authorized foreign exchange bank. There are
three other foreign-owned banks operating in
Finland: the American-owned Citibank, the
British-owned Midland Montagu Osakepankki
and the French-owned Banque de l'indochine
et de Suez {indosuez).

Parliamentary elections of 1987. Parliamen-
tary elections were held on March 15th and
16th, 1987. Of the 3 770 847 persons eligible to
vote, 75.9 per cent cast ballots (81.0 per cent
in the last parliamentary elections). if Finns
living abroad, about 250 000, are included the
turn-out was 71.6 per cent.

The following table shows the percentage
distribution of votes in 1987 and 1983:

1987* 1983

Social Democratic Party 241 26.7
National Coalition Party 231 221
Centre Party 17.6 16.6
People’s Democratic League 9.4 14.0
Rural Party 6.3 9.7
Swedish People’s Party 5.3 4.6
Democratic Alternative 4.2 -
The Greens 40 1.4
Christian League 2.6 3.0
Others 3.3 1.9
Total 100.0 100.0

The seats in Parliament were divided as fol-

lows:
1987* 1983

Social Democratic Party b6 7
National Coalition Party b3 44

Centre Party 40 38
People’'s Democratic League 16 27
Swedish People’s Party 13 1
Rural Party 9 17
Christian League 5 3
The Greens 4 2
Demaocratic Alternative 4 _
Constitutional Party - 1

Total 200 200

The new Parliament assembled for its first
session on April 2.

Debt service statistics. The definition of
debt servicing (p. 19) has been changed. The
most important change is the exclusion from
debt servicing of loan conversions, in which
borrowers make use of favourable capital
market conditions in order to replace existing
debt by issues made on more favourable
terms. In addition, some other adjustments
have been made (see p. 24}). The new defini-
tion eliminates the distortion in the debt
service statistics previously caused by the me-
chanical inclusion of early repayments merely
representing the refinancing of a given stock of
debt on improved terms.
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{continued from page 2)

Finland allowed the markka to depreciate by
some 2 per cent within its band, the trade in
non-restricted shares almost dried up com-
pletely. Subsequently, continuing problems in
bilateral trade and a resurgence of speculative
pressures against the markka further under-
mined foreign investors’ confidence in the
Finnish equity market. The outcome of the
parliamentary elections due to be held in
March 1987 and the composition of the future
government coalition evidently preoccupied
foreign investors in the latter part of 1986.

Unlike their foreign counterparts, domestic
investors did not consider these issues to be so
important. Speculation against the markka was
minimal among domestic investors, nor did the
fall in oil prices and the surplus in bilateral
trade have a very significant effect on the
behaviour of Finnish investors.

With the improvement in the prospects for
output and exports towards the end of last
year and the disappearance of the threat of
devaluation, there has been renewed interest
among foreign investors in the Finnish equity
market.

NEW LEGISLATION GIVES A FURTHER
BOOST TO THE STOCK EXCHANGE

As one of its last measures, the four-year-old
Parliament passed the so-called capital pack-
age in February 1987. The package comprised
the Unit Trust Act, the raising of the upper
limit on foreign share ownership in Finnish
companies and the reduction in the maximum
shareholdings of banks and insurance com-
panies in companies in non-related fields. Only
the last-mentioned measure has had a restrain-
ing influence on trade in shares. Foreign in-
vestors considered the capital package 1o be a
very significant step in the liberalization of the
Finnish capital market.

Legislation governing unit trusts was under
preparation in Finland for close on two dec-

36

ades. The new Unit Trust Act is based on the
open investment fund system. Unit trust ac-
tivities are carried on by a trust corporation,
which manages one or more unit trusts. A unit
trust is a fund consisting mainly of shares and
other securities which is owned by resident
individuals and corporate bodies that have
invested funds in it.’

The news of the legislation on unit trusts had
an immediate impact on share prices, which
rose by a few percentage points. With the
eventual entry into force of the act,® the
establishment of unit trusts is likely to be a
factor supporting equity prices over the longer
term. Investment through participation in unit
trusts is not expected to grow significantly
until the next decade.

The raising of the maximum proportion of a
company's share capital that can be owned by
foreigners from 20 per cent to 40 per cent will
enhance the opportunities of listed companies
to raise risk capital in international capital
markets. Under the new act, the upper limit on
the voting rights of foreigners in Finnish com-
panies remains 20 per cent. According to the
Finnish Companies Act, the share capital of a
company can consist of different types of
shares. Differences between various types of
shares relate primarily to differences in divi-
dend and voting rights. According to law, the
difference in voting rights between different
types of shares must not be more than
twentyfold.

It seems most likely that the shares sold by
listed companies in equity issues abroad will
carry limited voting rights. At least up to now,
foreign investors have not been interested in
voting rights but rather in the total yield on
investments. Recently, however, there have
been signs of some dissatisfaction among

" See also the back article ir the February 1987 issue of
the Bulletin.

° Before the act can enter into force, certain modifications
will have tc be made tc the existing tax legislation.



foreign investors concerning deveiopments in
the prices of these shares. Moreover, the
higher pricing of non-restricted shares in
comparison to restricted shares in public
offerings has not always been regarded as
justified.

Prices of non-restricted shares also rose foi-
fowing the news of the passing of this law.
However, the upward trend in prices of non-
restricted shares had already begun last year
when details of the Government’s capital pack-
age had first been released.

The right of banks to own shares in companies
engaged in activities other than banking is to
be cut from a maximum of 20 per cent to 10
per cent. Similarly, the upper limit on sharehold-
ings by insurance companies in companies in
non-related fields is to be reduced from 50 per
cent to 20 per cent. As, however, both banks
and insurance companies have been allowed
an adequate transition period for rearranging
their shareholdings, these amendments 1o the
law are unlikely to lead to any fall in equity
prices. In fact, at present, shareholdings by
banks and insurance companies in other com-
panies exceed the new ownership limits in only
a few cases. In Finland, banks handle the
arrangements for share issues, and in so doing
they may, under their underwriting responsibil-
ity, have to take part of a share issue into their
portfolios as current assets for a short time.

TAX RELIEFS PROMOTE INVESTMENT

In recent vears, government budgets have
provided a number of modest tax reliefs to
investors. The deduction allowed for capital
income, which, among other things, enables
investors tc receive a small dividend income
free of tax, has been gradually raised vear after
year. This vyear, an investor may receive

tax-free dividend income up to the value of
FIM 5200, provided that he has no other
capital income. The annual increases in the
capital income deduction have contributed 10
the spread of investment in securities.

Annual adjustments of personal weaith tax
scales have eased the position of small inves-
tors. In the current year, personal wealth
below the value of FIM 830 000 is exempt from
wealth taxation. Moreover, the lowering in the
1axable value of listed shares from 100 per cent
to 70 per cent of their current value marked a
step towards placing equities on a more equal
footing with other investment instruments.
The reduction in taxable value may improve
companies’ willingness to seek a listing on the
stock exchange.

In Finland, shares which have been held for
less than five years are subject to capital gains
tax upon being sold. This regulation has been
a factor limiting activity and liquidity in the
equity market, since most investors hold
shares for the full five years before thinking
about selling them.,

For the past year or so, Finnish residents have
been able to invest in foreign securities up to
the amount of FIM 10 000 annually. However,
there has been no major rush to invest abroad.
The small size of the permitted amount has
undoubtedly reduced incentives.

The measures described above have increased
domestic investors’ interest in the equity
market. International investors have also noted
the development of Finland’'s capital market.
These measures have created a fairly solid
basis for continued favourable deveiopments in
the prices of listed shares.

March 30, 1987
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