


CONTENTS

Evropean Currency ~ a Finnish View
by Sirkka Hamélginen 3

What's Wrong with the Economy
by Sixten Korkman 5

The Bond Market in Finland

by Yrjé Koskinen and Pertti Pylkkénen 8
ltems: Board of Management of the Bank of Finland

The Government Guarantee Fund becomes the new owner of Skopbank

Finland’s balance of payments in January—March 1992 12

Monetary and foreign exchange policy measures

from August 1991 to July 1992 14
Finland in brief 18
Statistics List of tables on page S1
Charts List of charts on page 527

PUBLISHER

Suomen Pankki Finlands Bank Telex: 121224 SPFB SF
PO.Box 160, SF-00101 HELSINKI, FINLAND  Telefox: 174872
Telephone: National (90)1831 Cables: SUOMENPANKKI

International +358 0 1831
The contents of the Bulletin may be freely quoted,
Editor-in-Chief Antero Arimo but due acknowledgement is requested.
Editor Marja Hirvensalo-Niini
Subscriptions Heli Virtanen ISSN 0784-6509



S T R R e S R,
EUROPEAN CURRENCY - A FINNISH VIEW'

by Sirkka Haméldinen,

Governor of the Bank of Finland

inland applied for EC mem-

bership just a couple of

months ago. The reasons
for Finland's application are, of
course, both economic and polit-
ical. The application is a logical
continuation of the Finnish trade
and integration policies pursued
throughout the post-war period.
Finnish trade policies have al-
ways aimed at reducing trade
barriers with the rest of Europe in
order to enable us to better ex-
pioit the comparative advan-
tages of our economy. Finland
joined EFTA in 1961, and con-
cluded a bilateral free trade
agreement with the Community
in 1973. Just a few weeks ago
Finland, together with the other
EFTA countries, signed the Euro-
pean Economic Area agree-
ment, which will further reduce
existing obstacles between EF-
TA and the EC.

The obvious implication here
is that Finland’s well-being is
best served by membership of
the Community. Whether a mem-
ber or not, Finland must conform
to most of the decisions made
within the EC. But, membership
offers us the chance to partici-
pate in the decision making pro-
cess and to have at least some
say.

From a central banker’s point
of view the most important as-
pects of membership relate to
monetary cooperation. In this
particular area, the application
underlines our firm commitment
to a regime of monetary and fi-
nancial stability — a commitment
that is in harmony with the goals
of European monetary union.

Moving to a fixed exchange
rate regime has in many coun-

' Based on a speech delivered by the
Governor to the European Pariiamentar-
ians and Industrialists Council in Stras-
bourg on May 13, 1992.

tries involved the painful task of
convincing markets of the firm-
ness of the authorities’ com-
mitment. Lack of credibility is
typically accompanied by inter-
est rate volatility and high levels
of real interest rates.

Finland’s experience is no
exception. Indeed it constitutes
an object lesson in how long, la-
borious and costly the process of
winning credibility for a fixed ex-
change rate policy can be, par-
ticularly when the country has a
history of periodic devaluations
and relatively high inflation.

Although the fixed exchange
rate has been a central target in
Government programmes for a
decade, and the Bank of Finland
has been strongly committed to
this policy, its implications were
apparently not fully understood
in the past. Moreover, mixing in-
comes policy with fiscal policy in
Finland often obscured the divi-
sion of responsibility for eco-
nomic decision making. This, in
turn, had adverse effects on
credibility.

One essential requirement
for credibility is a policy that is
clearly in conformity with a fixed
exchange rate and low inflation.
In addition, it is necessary to
have institutional arrangements
which underpin the policy. Intheir
absence the markets will tend to
test the strength of the commit-
ment from time to time, thereby
adding further to the costs of the
disinflation process.

It is — and was at the time -
obvious that Finland’s unilateral
decision almost a year ago to
peg the markka to the ECU
would not in itself be enough to
convince the markets of the au-
thorities’ intention to follow a
fixed exchange rate policy. Con-
crete decisions and policy action
were essential in what were ex-

ceptionally difficult, and in many
respects unique, economic and
political conditions. The econo-
my was adjusting to the over-
heating that took place in the
period 1988-89. At the same
time, exports to the former Soviet
Union collapsed and even though
the share of Soviet trade in total
exports was no more than just
over one tenth, the drastic fall,
with its multiplier effects, dealt a
heavy blow to our production. In
addition, in some other important
export markets, notably Sweden
and the UK, demand contracted.
On top of that, the forest indus-
tries, which account for about 40
per cent of our exports, had to
cope with global excess capacity
in many key product lines. As a
result, the economy went into a
very deep recession.

The task of policy making
was complicated by disagree-
ment within political circles about
policy choices and by the fact
that the Government was de-
pendent on support from the op-
position if public expenditure
was to be cut.

However, the rather turbulent
events of fast November, includ-
ing the 12.3 per cent devaluation of
the markka — paradoxical though
it may sound — helped to estab-
lish a very wide consensus about
the need for a fixed exchange
rate. This was illustrated by the
measures taken to calm unrestin
the financial markets in early April
of this year. Budgetary expendi-
ture cuts amounting to about 2
per cent of GDP were achieved
without the need for negotiations
with the oppasition parties or the
representatives of labour and in-
dustry, and bilateral support ar-
rangements were worked out
with other central banks.

Finnish participation in the

EMU process will be very useful 3



and will further demonstrate that
we have broken with the past and
embarked on a course of low in-
flation.

At the same time, we are fully
aware of the demanding adjust-
ments that need to be undertak-
en in many member countries as
well as in countries seeking
membership. In addition, strong
political will has to be present be-
fore the final step towards a sin-
gle currency can be taken.

InFinland, as elsewhere, there
are people who fear a real or im-
agined loss of autonomy in mon-
etary policy. | do not share this
view. It is a simple fact that any
small country loses its monetary
autonomy in the presence of free
capital movements, irrespective
of whether it is inside a union or
not.

Our earlier monetary autono-
my did not allow us to escape
pronounced cycles of growth
and recession and inflation and
devaluation. In fact, it may have
even made them worse. Compa-
nies and other entities had little
incentive to exercise self-re-
straint when making decisions
about investment and expanding
business or about costs. They
simply assumed that exchange
rate policy would take care of
competitiveness. The very ex-
change rate flexibility that was
supposed to give us monetary
autonomy actually gave rise to
strong cyclical fluctuations and
inflation problems.

In addition, in today's world
of liberalized financial markets,
exchange rate changes are easi-
ly neutralized by offsetting
changes in interest rates. We
have found that when expecta-
tions of an appreciation of a cur-
rency take hold in a boom period,
interest rates tend to decline,
thereby further stimulating eco-
nomic activity. Similarly, in a re-
cession expectations of a de-
preciating exchange rate lead to

rising interest rates, which tend
to reduce demand. Monetary
policy autonomy is thus illusory
at best, and damaging at worst.

Excessive reliance on mone-
tary policy as an instrument of
counter-cyclical policy also tend-

4 ed to divert attention from the

need for urgent changes in mar-
kets and institutions that would
make real-rather than nominal -
adjustment easier and faster. By
emphasizing the need for just
those changes, a policy of fixed
exchange rates promotes steady
and sustainable economic
growth.

It is worth mentioning a few
areas where changes are inevita-
ble in Finland. The first is in the
area of fiscal reform. Tax struc-
tures are out of line with those
found in the Community and they
also give rise to distortions and a
waste of resources in the form of
tax arbitrage.

Secondly, flexibility in the la-
bour market is vital. Compared
with earlier decades, much has
been achieved in Finland and the
signs of recovery now appearing
owe much to moderation in the
labour market and the "zero" in-
comes agreement worked out in
the autumn after the devaluation.
However, it is essential that flexi-
bility be shown in good times as
well as in bad times.

Finally, there is the question
of competition and efficiency in
our market. Greater European in-
tegration will help improve their
functioning, but we can also do
much ourselves in this area.

I would like to conclude with a
few words on the economic situ-
ation in Finland with respect to
the EMU criteria.

There are signs that the Finn-
ish economy is gradually return-
ing to a sustainable, export-led
growth path. Recent data on the
balance of payments and price
developments are encouraging.
The surplus on the trade account
is increasing, while consumer
price inflation has remained be-
low 3 per cent. But interest rates
are still clearly higher than in the
EC countries.

Although the favourable
price developments are to some
extent due to the current low level
of economic activity, | believe
that recent steps to curb the
growth of government spending,
together with new legislative
measures to remove impedi-
ments to competition, will make
the Finnish economy less prone
to inflation. This will not be

enough, however. There is a
pressing need for continued
wage moderation in the coming
years and for enhancing the flexi-
bility of the labour market.
Attaining the convergence
criteria would appear to be a re-
alistic target as regards fiscal
conditions. Compared with most
other European countries, public
debt in Finland is low. Although
the recent deterioration in gov-
ernment finances is to some ex-
tent a result of the recession, part
of the deficit is structural. Thus,
further actions are needed to re-
duce public expenditure, if we
are to meet the budget deficit tar-
get by the middle of the decade.
Progress towards European
economic and monetary union
appears to be taking place. The
successful pursuit of anti-infla-
tionary policies is the key to
whether or not a country can
meet the economic conditions
for monetary union. | am confi-
dent that Finland can pass this
test, although it will be — and
should be — a demanding task.
This is the real challenge facing

policy-makers in the vyears
ahead.

June 1, 1992
RS



WHAT'S WRONG WITH THE ECONOMY?'

by Sixten Korkman, Director General

Economics Department
Ministry of Finance

he Finnish economy has

performed very well in this

century, also in the post-
war period. The country’s capital
base has expanded substantially
and the general level of educa-
tion has risen. Total output has
grown rapidly and the economy
has become diversified. Thanks
to these developments, Finland,
a small economy dependent on
foreign trade, today has a high
standard of living and little pover-
ty by international standards.

Thus the achievements of the
past decades give much cause
for satisfaction. We should bear
this in mind for two reasons. First,
this course of development has
not always been viewed in a
positive light. On the contrary,
throughout the decades people
have constantly lamented over
the troubles besetting the econo-
my. Looking back on all this,
something Mark Twain once said
about Wagner's music readily
comes to mind: "Wagner's music
is better than it sounds".

The second reason for satis-
faction with the achievements
of the past decades relates to
the current economic situation.
The present recession, which
our economy entered a couple
of years ago, has, even when
viewed from a long historical per-
spective, already established it-
self as a unique, exceptionally
severe crisis. So, without dwell-
ing any longer on past decades,
those 'good old days', | would
like to turn instead to the current
recession, its causes and its na-
ture.

It has become commonplace
to characterize the present plight
of the economy — sharply lower

1 Based on a speech delivered on the oc-
casion of the 50th anniversary of the
Economics Department of the Ministry
of Finance on March 5, 1992.

production and record unem-
ployment as well as large current
account and budget deficits — by
means of a muiti-shock theory.
This view simply states that our
troubles stem from the fact that
the economy has been hit simul-
taneously by a number of dis-
turbances, both international
and domestic in origin. Among
the main external factors are the
collapse of exports to the former
Soviet Union, the recession in
western markets and global
oversupply of forest products.
As for the domestic factors,
among the most important are
probably those related to the lib-
eralization of the financial mar-
kets — excessive lending, un-
sustainable rises in real estate
and share prices, the bursting of
the bubble that followed, bank-
ruptcies and credit losses. For
other reasons too, the economy
overheated significantly in the
latter half of the last decade,
leaving in its wake serious imbal-
ances in the form of weakened
competitiveness and profitability,
as well as heavy domestic and
foreign debt. One might also
point out that the structure of our
economy has for long been dis-
torted by a trendwise decline in
exports in relation to production.
According to the multi-shock
theory, the uniqueness of the sit-
uation lies simply in the fact that
this time everything that could
possibly go wrong did in fact go
wrong and all at the same time.
Also, the various factors have re-
inforced each other, pushing the
economy into a recession that
feeds upon itself. Moreover, soci-
ety was ill-prepared for these
fateful blows, as neither our own
Economics Department nor in-
deed any other official body or
research institute was able to
foresee the depth of the plunge.

The multi-shock theory is in
itself irrefutable, and we can
perhaps also agree that we all
share the blame for what has
happened: banks, companies,
labour market organizations,
Governments, the Bank of Fin-
land, economists etc. Our prob-
lems can be put in a nutshell in
the same way as has been done,
for example, in Norway, the Unit-
ed Kingdom and the USA: bad
luck, bad policies, bad banking.

There is, however, another
way of looking at our economic
problems, which is perhaps
more fruitful from the standpoint
of economic policy. | would
argue that both the world and
Finland have changed in recent
years in such a way that certain
basic institutions that govern the
economy are no longer in harmo-
ny with the economic environ-
ment. In am thinking here of three
special features that have been
at the centre of the Finnish econ-
omy throughout the post-war pe-
riod.

The first of these features re-
lates to the financial system. Fi-
nancing in Finland has fra-
ditionally been debt-oriented
and dominated by banks. This is
due primarily to the fact that taxa-
tion has in many ways favour-
ed debt financing, especially
through banks, over equity fi-
nancing. Strict regulation of the
financial system was also an es-
sential ingredient for many years.

The regulated financial sys-
tem was inherently stable. Credit
losses hardly ever occurred, as
customers who ran into difficulty
with their payments were bailed
out by means of interest-free
loans. The resultant costs were
shifted onto other customers
through the regulation of aver-
age interest rates. Hence, the
banking system was capable of



bearing risks because other cus-
tomers were forced to pay for
losses caused by problem-cus-
tomers. Risks were also spread
more widely in the economy as a
whole by devaluing the currency
whenever necessary, in other
words by changing the distribu-
tion of income in favour of the
open sector and reducing the
real value of debt through infla-
tion.

Now the situation is different.

In free financial markets interest
rates and asset prices may fluc-
tuate widely, as a result of which
risks are high. The problems of
customers in difficulties cannot
be easily shifted onto other cus-
tomers, and hence credit losses
are greater. The changed exter-
nal environment and the need to
stabilize interest rates also imply
the need for a commitment to a
fixed exchange rate. But success
in these endeavours is possible
only if the economy has the ca-
pability to bear risk that is based
on a sound financial system and
if both firms and banks have ad-
equate capital.

The recovery of investment
requires both willingness and
ability to bear risk. We need
stronger financial structures. The
taxation of capital income and in-
vestments should be swiftly re-
formed so as to favour, or at least
permit, risk financing rather than
favouring debt capital as at
present.

Another distinctive institu-
tional feature of Finland is the
central role of corporatism. In-
deed, Finland is more a society of
organizations than a market
economy. Centralized incomes
policy is perhaps considered
more important in our country
than anywhere else. However,
one can question whether cen-
tralized, and hence inevitably rig-
id, pay settlements still provide
the best framework for economic
activity that takes many different
forms. Is there not cause for
transferring more power and re-
sponsibility to the company level,
to the people who must in any
case bear the consequences of
the decisions made? Does the
present system allow wage ad-

6 justments — including pay cuts
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when necessary — as might
sometimes be required in order
to ensure a high level of employ-
ment under a fixed exchange rate
regime? These are questions one
can ask; it is not my intention here
to provide the answers.

The third question regarding
institutions, which in my opinion
is now seen in a new light, con-
cerns the public sector. Finland’s
public sector has been growing
rapidly for a long time and its
share of total output has conse-
quently risen to a level that is
now high even by international
standards (Chart 1). There are a
great many reasons for this ex-
pansion. Essentially, it is a ques-
tion of our wanting to build a
welfare society after the model of
the other Nordic states; in this,
we have been reasonably suc-
cessful. The problem now is that
the level of public expenditure is
very high relative to the rest of the
economy. Furthermore, because
of existing statutory require-
ments there is a tendency for ex-
penditure to continually expand
faster than GDP

While public expenditure has
grown rapidly, tax revenue has,
on account of the recession, de-
creased even in nominal terms.
Because of this scissor-like
movement, the central govern-

ment is currently accumulating
debt at an unprecedented pace.
Rising debt that is due to reces-
sion and expansive fiscal policy
would not give cause for alarm if
it were a temporary phenome-
non. This, however, does not ap-
pear to be the case.

The indebtedness of the cen-
tral government and of the public
sector as a whole is growing rap-
idly. Moreover, according to our
calculations, growth will continue
for some years to come, even if
the economy retumns to an ac-
ceptable growth path, spending
is frozen in real terms and the
ratio of gross taxes to GDP re-
mains at the current level. In
other words, the public sector
deficitis structural. The bases on
which public sector expenditure
and taxes are determined are not
consistent with each other; either
expenditure must be cut or taxes
raised. Since raising the level of
taxation would be extremely diffi-
cult for many reasons, not the
least of which is the ongoing pro-
cess of integration, it seems inev-
itable that sooner or later public
expenditure will have o be cut
back with a heavy hand. The
problem is not made any easier—
on the contrary it is exacerbated
— by Finland's very large net for-
eign debt.
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Stopping the upward spiral in
central government debt calls for
a re-evaluation of the role and
tasks of the public sector, which
is, of course, largely a political is-
sue. In fact, problems concern-
ing fiscal policy are almost
inevitably political problems as
well. This can be seen in the fact
that central government outlays
over the past two decades have
risen fastest in years in which
parliamentary elections have
been held (Chart 2). Thus there
appears to be a political cycle in
Finland, whereby each Govern-
ment, in turn, tries to win votes by
raising the level of public servic-
es and other benefits, at the

same time raising current taxes
or future taxes (through borrow-
ing). | believe that the Ministry of
Finance will be successful in
slowing or stopping the growth of
public spending only if it can per-
suade decision makers and citi-
zens alike that public services
are not after all free; someone
must pay for them, even when
they bear no price tag.

As stated above, basic
changes of attitudes and institu-
tions are needed in Finland in
three areas: in the financial sys-
tem, in the labour market and in
the public sector. We need to im-
prove the private sector’s ability
totake and bear risk and the abil-

ity of firms and the labour market
to respond flexibly to changing
conditions. Finally — perhaps
most difficult of all — we must
adapt the public sector to the
bounds set by the economy.

Needless to say, the view set
forth above can be challenged.
Experience has taught us that
our ability to forecast, to under-
stand and to draw the right con-
clusions is regrettably limited.
Keynes, the teacher of all macro-
economists, once said about the
British Treasury that it occasion-
ally made the right decision, but
only after having tried all the oth-
er alternatives.

June 1, 1992
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THE BOND MARKET IN FINLAND

by Yrjé Koskinen, M.Pol. Sc.
and Pertti Pylkkdénen, M.Pol. Sc.

8

Financial Markets Department

Bank of Finland

he significance of the bond

market in Finland's bank-

dominated financial mar-
kets has increased markedly
over the past two years. The vol-
ume of markka-denominated
debt issues has grown substan-
tially, whereas the growth of other
financial instruments has practi-
cally come to a halt. Bank lend-
ing has been particularly sub-
dued.

Besides expanding rapidly,
the bond market has undergone
significant structural change. Un-
derlying the change has been
the rapid rise in the deficits of the
public sector and the problems
of the banking sector. Further-
more, the introduction of the
withholding tax on interest in-
come at the beginning of 1991,
which involved a substantial eas-
ing of the taxation of interest
earnings, made bonds more at-
tractive to domestic investors.

Despite this rapid growth, the
amount of bonds outstanding is
still fairly low in relation to gross
domestic product (Chart 1). Al-
though the secondary market
has also expanded rapidly, it re-
mains rather thin owing to the
modest size of the outstanding
stock and the heterogeneity of
the terms applied.

At the end of the first quarter
of 1992, there was some FIM 150
billion worth of bonds outstand-
ing. Bonds sold to the public
amounted to FIM 97 billion. Of
this amount, tax-exempt bonds,
which are held mainly by house-
holds since their tax-exempt sta-
tus applies only to investments by
individuals, accounted for FIM 13
billion. As institutional investors
have not acquired these bonds
because of their poor rates of re-
turn, they are not actively traded
in the secondary market.

CHART 1.
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The present structure of the
bond market reflects the domi-
nant position of the banks in the
financial markets, which stems
from, inter alia, the tax exemption
of deposits and bonds as well as
from the system of interest rate
regulation and exchange control
applied until fairly recent times.
The strong financial position —
even occasional surpluses — of
the public sector was also a fac-
tor curbing the expansion of the
bond market in Finland.

The bond market has been of
only minor significance as a
source of long-term financing for
companies, particularly in indus-
try. Long-term market interest
rates have been at a high level
for several years, and this has
discouraged firms from raising
long-term markka-denominated
loans.

Apart from being high by in-
ternational standards, interest

rates in Finland have been very -

volatile in recent years. This has
also had a dampening effect on
the sale of corporate debt securi-
ties. Almost all of these have,

been fixed-rate bonds; a market
for variable rate bonds has not
developed as yet. The pricing of
corporate bonds is hampered by
the fact that there is still no credit
rating system operating publicly
in Finland, even though the risk
associated with lending to com-
panies has increased substan-
tially.

The pricing of bonds has
been rather obscure in the thin
domestic market. Furthermore,
domestic investors have not, up
until now, even demanded risk
premiums on their investments,
apparently because the market
has not seen bankruptcies and
because loans have generally
been guaranteed by banks. It
was not until last year that the
market began to react to differ-
ences in risk associated with dif-
ferent issuers (Chart 2).

The issuance of long-term
corporate bonds has also been
curbed by the arrangement
whereby contributions to em-
ployment pension schemes in
the private sector have been lent
back to companies and by other
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direct lending by insurance com-
panies." Borrowing from these
sources has largely satisfied
companies’ needs for long-term
market financing and, at the
same time, absorbed insurance
companies’ investment capacity.
Companies have also utilized
foreign currency financing in lieu
of markka financing. Borrowing
from abroad has taken place
mainly through banks because
most Finnish firms are too small
or too little known to issue bonds
in their own names in the interna-
tional markets.

1 For details, see the article by Pertti
Pylkkénen and Jaakko Tuomikoski in the
December 1991 issue of the Bulletin.

VOLUME OF ISSUES
GROWING

There was a sharp increase
in issue activity in the bond mar-
ket in 1991. The amount of new
issues grew substantially and the
liquidity of the secondary market
improved. Besides experiencing
vigorous growth, the market un-
derwent significant structural
change. Contributing to this
change were the rapid increases
in public sector deficits, the intro-
duction of the withholding tax
and the tightening of banks’ cap-
ital adequacy requirements. As a
result, the volume of issues by
banks and the central govern-
ment, in particular, increased
substantially. At the same time,

the volume of loans to the public
that are tradeable in the sec-
ondary market grew as a share
of the total volume of new is-
sues (Chart 3).

Because of the severe eco-
nomic recession, the financial
positions of both the central and
local government sectors dete-
riorated rapidly in 1991 and the
deficits have widened at a still
faster pace in the current year. In
order to cover their financing
needs, the central government
and municipalities have sharply
increased their bond issues.

The borrowing activity of the
central government over the past
year and a half has focused on
the international capital markets.
During this time, it has raised
new long-term capital totalling al-
most FIM 50 bilion in gross
terms both domestically and
abroad.

Of the total gross debt fi-
nancing raised in the markets,
two-thirds, i.e. FIM 33 billion,
comprised foreign currency-de-
nominated debt raised in the in-
ternational debt markets, making
the Republic of Finland one of
the largest borrowers in the Euro-
market.

During the same period, the
central government issued some
FIM 14 billion worth of long-term
markka-denominated debt, over
half of which was sold to foreign
investors. However, sales to for-
eigners dried up after the No-
vember devaluation, and this has
also been reflected in the volume
of bonds auctioned by the cen-
tral government since the start of
the current year. The bond auc-
tions have also been disturbed
by sharply fluctuating interest
rates.

The central government's
borrowing needs will remain sub-
stantial for several years to
come; its overall net financing re-
quirement for 1992 is currently
estimated at FIM 50 billion. The
central government has an-
nounced that its aim for the cur-
rentyear is to divide its borrowing
roughly equally between markka
and foreign currency-denomi-
nated debt.

From the point of view of the
Finnish bond market, the marked



increase in issue activity by the
local government sector can be
regarded as a welcome develop-
ment, though of still relatively
modest proportions. In addition
to the municipalities’ own issues,
the recently established Munici-
pality Finance Ltd, which is
owned by the municipalities’
pension insurance company,
has begun to raise long-term
markka and foreign currency fi-
nancing in the bond market for
intermediation to municipalities.

The financial institutions have
traditionally played a central role
in the issuance of bonds in Fin-
land. Previously, issues were
launched primarily by mortgage
banks and finance companies,
whereas deposit banks seldom
resorted to the bond market for
long-term funding. Long-term
domestic funding was obtained
almost exclusively from tax-ex-
empt fixed-term deposits.

However, with the introduc-
tion of the withholding tax at the
beginning of 1991, there has
been a gradual shift in the struc-
ture of banks' long-term markka
funding. Last year witnessed a
precipitous increase in the
amount of bond issues by banks.
The issues were concentrated in
the early and latter parts of the
year, when substantial amounts
of tax-exempt fixed-term depos-
its matured. In addition, private
individuals have shifted funds
from tax-exempt markka depos-
its into bonds issued by banks,
whose after-tax returns have
clearly exceeded those of the for-
mer.

At the same time, there has
been marked improvementin the
functioning of the market in that
investors have begun to demand
a clear risk premium on these
bonds, as compared to govern-
ment issues, as the banks’ prob-
lems have worsened. The extra
premium that investors have de-
manded on loans to banks be-
cause of the relative illiquidity of
the secondary market has further
increased the costs of such
bonds relative to government
bonds. For private individuals in
particular, it has been difficuit, if
not practically impossible, to ob-

10 tain information on trade prices.

The risk premium beitween
government bonds and bonds
issued by the banks has actually
grown noticeably since the be-
ginning of 1991. The central gov-
ernment and the banks are the
two main sectors that compete
for long-term markka financing in
the domestic capital market. Re-
cently, the banks' poor financial
results have substantially weak-
ened their capital positions. De-
spite this, the banks have issued
only a very small amount of de-
bentures, which are included in
supplementary (Tier 2) capital.
These issues have been under-
taken primarily by local (savings
and cooperative) banks; the
large commercial banks have
scarcely made any issues at all.
The supply of debentures has al-
so been restrained by the risk
premium demanded by inves-
tors, which makes this type of
funding expensive. )

Business investment has
contracted sharply in the last two
years because of the recession,
and this has reduced the need
for long-term financing. Compa-
nies have in practice acquired
long-term markka financing only
from insurance institutions. This
borrowing activity continued to
expand at a vigorous pace right
up until last year, but it too has
slowed in the current year.

The volume of corporate
bonds sold to the public has

been small. Furthermore, a large
share of these have been con-
vertible bonds, as companies
have found it impossible to in-
crease their share capital by eg-
uity issues because of the
current recession.

SECONDARY MARKET

In spite of the increased ac-
tivity, the secondary bond market
in Finland remains in a very un-
derdeveloped state. The prime
reason for this is the scarcity of
tradeable instruments. Moreo-
ver, the small number of institu-
tional investors and the large
share, by international stand-
ards, of debt held by households
have hindered the development
of a well-functioning, liquid sec-
ondary market.

The rapid growth of the cen-
tral government’s budget deficit
has, in recent years, increased
the supply of risk-free paper that
is marketable in the secondary
market. The central government
has begun to attach more impor-
tance to the tradeability of its
debt. A good indication of this
change of attitude is the fact that
all recent issues targetted at in-
stitutional investors have been
tranche issues. The aim has
been to make the size of each is-
sue as large as possible so as to
improve liquidity in the second-
ary market. Notwithstanding this
trend towards better functioning
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of the secondary market, the
central government has contin-
ued to float small issues aimed at
private individuals and which
have poor liquidity in the second-
ary market.

Secondary market activity
has almost completely moved
out of the stock exchange into
the interbank and OTC markets
(Chart 4). Apart from the banks,
there are a few securities broking
firms operating in the wholesale
market. These firms have be-
come active participants in the
bond market. This, together with
the entry of foreign investors, has
given a strong boost to activity in
the secondary market.

Despite the growing long-
term importance of foreign inves-
tors, they have demonstrated
a distinct lack of confidence
in markka-denominated assets
since the devaluation of the
markka last November. This is
most clearly evident in the
marked widening of the interest
rate gap vis-a-vis other Europe-
an currencies. Prior to the curren-
cy speculation that led to the
devaluation last autumn, the in-
terest rate on four to five-year
markka-denominated govern-
ment bonds was nearly the same
as the rate on comparable issues
of government debt in Sweden.
This spring, the interest rate gap
has actually exceeded 2.5 per-
centage points (Chart 5).

CAPITAL MOVEMENTS

The restrictions on the sale to
foreign investors of domestical-
ly issued markka-denominated
bonds were eased in February
1990. Net sales of markka bonds
by Finnish residents to non-resi-
dents were still fairly modest in
1990, amounting to some FIM
3.1 billion. However, foreign in-
vestors' interest in markka bonds
increased in spring 1991, as wit-
nessed by a noticeable pick-up
in sales abroad. At that time,
there was alsc a number of is-
sues of markka-denominated
bonds by international borrowers
in the Euromarket.

However, as Finland’s eco-
nomic difficulties and uncertainty
about exchange rates began to
mount, markka bond sales
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slackened in autumn 1991. After
the devaluation, foreign inves-
tors began to sell their markka
loans back to Finland, and they
have continued to do so during
the first quarter of the current
year.

Atthe end of 1991, foreign in-
vestors held long-term markka
bonds amounting to some FIM
19 billion; by the end of March
this year the amount had fallen to
just over FIM 17 billion. Bonds is-
sued by the troubled financial
sector, in particular, have been
sold back to Finland in large
amounts. The banks’ poor finan-
cial results last year and their rap-
idly worsening credit ratings
have prompted many investors
to dispose of their holdings of
markka debt.

The sale of markka loans to
foreign investors has been ham-
pered by many uncertainties
concerning the Finnish econo-
my. In April, the increase in un-
certainty in the financial markets
was also reflected in the primary
market. New issues in April were
down considerably from the level
in previous months.

FUTURE PROSPECTS

The major shortcoming of the
Finnish bond market is the un-
derdeveloped state of the sec-
ondary market. This year will see
a marked improvement in the in-

frastructure of the secondary
market. It is planned to introduce
a primary dealer system for key
government bonds. The institu-
tions — both domestic and for-
eign — chosen to act as primary
dealers will be accorded the sole
right to participate in the govern-
ment’'s benchmark bond auc-
tions. In return for this right, the
primary dealers will be required
to act as market makers for these
bonds. Moreover, the Bank of
Finland is prepared to promote
the development of the sec-
ondary market for government
bonds by making more informa-
tion on trading volumes and pric-
es available to the public.
Legislation governing the
Finnish bond market is being re-
formed and updated. Inits report
published at the beginning of the
year, the securities market com-
mittee recommended repealing
the current legislation on the
bond market and adding the
necessary market supervision
provisions to the Securities Mar-
ket Act. The main change from
the point of view of issuers would
be more precise provisions con-
cerning their disciosure obliga-
tions. The changes would bring
the regulation of the bond market
into line with EC directives.
Other imminent changes in
capital markets legislation which

will improve the operating condi- 11
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tions of the domestic bond mar-
ket include the revision of unit
trust (mutual fund) legislation
in line with EC directives. At
present, the establishment of
fixed-income unit trusts is still not
permitted. This has been particu-
larly apparent in the functioning
of the secondary market, as unit
trusts have not been important
players in the Finnish bond mar-
ket. This has also meant that one
of the major groups of institution-
al investors has been absent
from the domestic market.

The shortcomings in the
Finnish secondary market are
gradually  disappearing. Al
though it will still take some time,
the Finnish bond market is well
on the way to becoming just like
any normal European market-
place, where investors can ad-
just their portfolios with the
minimum of difficulty.

June 4, 1992

ITEMS

THE BOARD OF

MANAGEMENT OF THE

BANK OF FINLAND

The President of the Repub-
lic, on the proposal of the Par-
liamentary Supervisory Board,
appointed Mr Matti Vanhala,
M.Pol.Sc., to the Board of Man-
agement with effect from June 8,
1992, Mr Vanhala replaces Mr
Ele Alenius, who resigned from
the Board as from June 4,1992,

THE GOVERNMENT
GUARANTEE FUND
BECOMES THE NEW
OWNER OF SKOPBANK

On June 12, the Parliamen-
tary Supervisory Board of the
Bank of Finland approved a deal
whereby Scopulus Oy, owned by
the Bank of Finland, sold its
shareholding in Skopbank and
holding of Skopbank’'s capital
certificates to the Government
Guarantee Fund. The deal, worth
FIM 1.5 billion, was signed and
became effective on June 15,
1992,

The Bank of Finland took
control of Skopbank on Septem-
ber 19, 1991 in order to restore
confidence in Skopbank’s activi-
ties and preserve the stability of
the country's financial system.
The Bank of Finland purchased,
through its holding companies,
Skopbank's major equity and
real estate investments and the
major part of Skopbank’s claims
on Oy Tampella Ab. In addition,
the Bank of Finland invested FIM
1.5 billion in Skopbank in the
form of preferred capital certifi-
cates. The purpose of these
measures was to safeguard the
solvency of Skopbank and pave
the way for negotiations leading
to the sale of Skopbank.

The measures taken by the
Bank of Finland to restructure
Skopbank have been of the kind
that the Government Guarantee
Fund could have taken, had the
fund existed at the time. The
Government Guarantee Fund will

continue negotiations concern-
ing the sale of Skopbank and the
restructuring of the savings bank
group.

The deal resulted in a direct
loss of FIM 2 billion to the Bank of
Finiand. So far, capital losses
and lost interest income — calcu-
lated on the basis of all invest-
ments by the Bank - have
amounted to about FIM 4.9 bil-
lion. Assets of about FIM 9.6 bil-
lion are still held by the Bank of
Finland's holding companies;
these assets will be sold within
the next few years, when market
conditions so permit.

FINLAND'S BALANCE
OF PAYMENTS IN
JANUARY-MARCH 1992

Current Account

The current account showed
a deficit of FIM 7.2 billion in Janu-
ary—March of this year, FIM 1.5
billion less than in the corre-
sponding period a year ago.
Since the surplus on the trade
account was almost equal to the
deficit on the services account,
the current account deficit was
primarily due to net interest pay-
ments abroad.

Goods. Compiled on a bal-
ance-of-payments basis, the
trade account posted a surplus
of FIM 2.0 billion, as against a
deficit of FIM 0.1 billion in the first
quarter of 1991. Exports grew by
13 per cent in value and by just
under one-tenth in volume. The
sharpest increase was recorded
for exports by the chemical in-
dustry and the basic metals in-
dustry. There was also a marked
increase in exports of other in-
dustrial products. The value of
imports grew by 4 per cent, even
though they fell by the same
amount in volume. The continu-
ing deterioration in domestic de-
mand was most clearly reflected
in imports of investment and
consumer goods.

Services. The deficit on the
services account amounted to
FIM 2.3 billion, or the same



MAJOR BALANCE OF PAYMENTS ITEMS
IN JANUARY-MARCH 1992, MILLION FIM'

Trade (exports f.0.b.,
imports c.i.f.)
Adjustment items

Trade account
Transport
Travel
Other services

Services account

GOODS AND SERVICES ACCOUNT 29317

Investment income
Unrequited transfers
Other

A.CURRENT ACCOUNT

Loans
Direct investment
Portfolio investment
Other long-term capital
B.LONG-TERM CAPITAL
ACCOUNT
BASIC BALANCE (A+B)

Trade credits
Short-term capital of banks
Other short-term capital
Errors and omissions
C.SHORT-TERM CAPITAL
ACCOUNT
OVERALL BALANCE
(A+B+C)

Change in the foreign
exchange reserves of
the Bank of Finland

Assets: increase —, decrease +
Liabilities: increase +, decrease —

' Preliminary figures.

Receipts Expenditure Net
25213 23112 2101
-417 -318 -100
24796 22794 2001
1890 915 975
1130 2726 -1596
1502 3175 -1673
4521 6815 -2294
29609 292
3586 8718 -5132
340 1829 -1488
942 121 —269
34185 41367 -7182
Changein Changein Net
assets liabilities
-178 575 754
-2518 690 -1828
—269 4563 4294
=275 806 531
-3240 5484 2243
-4939
-899 120 779
4080 -2011 2069
-1747 3553 1806
201
3297
-1 641
1641

amount as in the first quarter of
last year. The surplus on the
transport  account widened
slightly. By contrast, the deficit on
the travel account narrowed a lit-
tle; receipts rose by one-quarter
and expenditure by only 5 per
cent. The deficit on the other ser-
vices account grew as a result of
an increase in expenditure.
Investment income. The
largest item on this account con-
sists of net interest payments,
which have risen rapidly with the
accumulation of foreign debt. In-

terest payments abroad totalled
FIM 8.7 billion, about FIM 0.6 bil-
lion more than a year earlier. Fin-
land’s interest income on its
foreign assets amounted to FIM
3.6 billion.

Capital account. Capital
imports were sluggish in the first
quarter of 1992. Net imports of
capital amounted to FIM 5.5 bil-
lion, of which FIM 3.3 billion rep-
resented short-term capital. As

' The figures do not include reinvested
eamnings from direct investment for
1991 and 1992,

the inflow of capital did not cover
the current account deficit, the
Bank of Finland’s foreign ex-
change reserves decreased by
about FIM 1.6 billion.

Loans. Net repayments of
long-term loans totalled FIM 0.7
billion. Net drawings of long-term
export credits granted to foreign
customers amounted to FIM 0.4
billion.

Direct investment. Finnish
direct investment abroad totalled
FIM 2.5 billion, slightly more than
in the same period a year earlier.
Foreign direct investment in Fin-
land amounted to FIM 0.7 billion.

Portfolio investment. Net
imports of capital in the form of
portfolio investment totalled FIM
4.6 billion. Sales of Finnish
bonds abroad amounted to FIM
4.4 billion, while markka bonds
sold back to Finland totailed FIM
1.1 billion. Net sales of Finnish
shares abroad totalled FIM 0.2
billion and Finnish investment in
foreign bonds and shares FIM
0.3 billion.

Short-term capital. The net
inflow of short-term capital to-
talled FIM 3.3 billion. Short-term
trade-related liabilities decreas-
ed by about FIM 0.8 billion. Net
short-term imports of capital by
authorized banks amounted to
FIM 2 billion.

Foreign exchange reserv-
es. The Bank of Finland's con-
vertible foreign exchange re-
serves fell by FIM 1 632 million
and net tied currency claims by
FIM 9 million. At the end of
March, the convertible foreign
exchange reserves stood at FIM
33 100 million and the tied
currency reserves at FIM 24 mil-
lion.

Net Foreign Debt

At the end of March, Fin-
land’s net foreign debt totalled
FIM 185 052 million. Net long-
term debt amounted to FIM
143 953 million and net short-
term debt to FIM 41 099 million.
The central government’s share
of net foreign debt was FIM
60 859 million.

13
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES
FROM AUGUST 1991 TO JULY 1992

1991
AUGUST

Cash reserve requirement.
The Bank of Finland lowers the
banks’ cash reserve requirement
from 5.2 per cent to 4.9 per cent
of the cash reserve base at
end-July 1991.

SEPTEMBER

Cash reserve requirement.
The Bank of Finland lowers the
banks’ cash reserve requirement
from 4.9 per cent to 4.6 per cent
of the cash reserve base at
end-August 1991.

Skopbank. On September 19,
1991, the Bank of Finland
decides to take control of
Skopbank so as to restore”
confidence in the bank'’s
activities and states that it will
ensure Skopbank's solvency
and liquidity under all circum-
stances.

OCTOBER

Cash reserve requirement.
The Bank of Finland lowers the
banks' cash reserve requirement
from 4.6 per cent to 4.3 per cent
of the cash reserve base at
end-September 1991.

Call money credit rate. On
October 23, 1991, the Bank of
Finland temporarily ceases to
apply the 30 per cent penalty
rate on call money credit.

The Bank of Finland’s bor-
rowing powers. On October
25, 1991, the Parliamentary
Supervisory Board decides to
raise the Bank’s foreign
borrowing powers from USD 1.5
billion to USD 5 billion; the
previous borrowing powers
dated from 1980.

NOVEMBER

Cash reserve requirement.
The Bank of Finland lowers the
banks’ cash reserve requirement
from 4.3 per cent to 4.0 per cent
of the cash reserve base at
end-October 1991.

Call money credit rate. On
November 8, 1991, the Bank of
Finland reinstates the 30 per
cent penalty rate on call money
credit.

On November 14, 1991, the
Parliamentary Supervisory
Board of the Bank of Finland
extends the powers of the Bank
of Finland to set interest rates.
The maximum call money credit
rate is raised from 30 per cent to
50 per cent. The Bank of Finland
raises the interest rate on call
money credit from 15 per cent
to 20 per cent, implying a
penalty rate of 40 per cent.

On November 19, 1991, the
Bank of Finland lowers the
interest rate on call money credit
to 15 per cent again, implying a
30 per cent penalty rate.
Devaluation of the markka.
On November 14, 1991, the
Bank of Finland decides to allow
the markka's exchange rate to
float temporarily. The next day,
November 15, the Government
decides, on the basis of a
proposal by the Parliamentary
Supervisory Board, to raise the
limits of the markka’s fluctuation
range against the ECU by 14 per
cent, implying a 12.3 per cent fall
in the external value of the
markka. The new midpoint is
5.55841 (FIM/ECU) and the
limits are 5.39166 and 5.72516.
Till-money credits. The Bank
of Finland revises the base
amounts, the share of banks'
till-money holdings which is not
financed by the Bank of Finland
under the till-money credit
arrangement. The combined
total of base amounts is kept

unchanged in proportion to
currency in circulation with the
public. Owing to a reduction in
currency in circulation with the
public, the combined total of the
banks’ base amounts falls by
FIM 49 million and amounts to
FIM 1 194 million as from the last
business day in November.

1992
JANUARY

Cash reserve requirement.
The Bank of Finland lowers the
banks' cash reserve requirement
from 4.0 per cent to 3.7 per cent
of the cash reserve base at
end-December.

APRIL

Iinterest on cash reserve
deposits. As part of the
financial support package for
the banking sector, the
Parliamentary Supervisory
Board raises the rate of interest
payable on the banks’ cash
reserve deposits at the Bank of
Finland by one percentage point
with effect from April 1, 1992.
The new rate is 3-month
HELIBOR less two percentage
points, not however less than 8
per cent.

Call money credit rate. On
April 5, 1992, the Parliamentary
Supervisory Board extends the
powers of the Bank of Finland to
set interest rates. The maximum
call money credit rate is raised
from 50 per cent to 80 per cent.
The Government Guarantee
Fund. The law establishing the
Government Guarantee Fund is
approved by Parliament on April
30. The purpose of the fund is to
help ensure the stability of
deposit banking and secure
depositors' claims. The fund is
authorized to use up to FIM 20
billion for these purposes.



Decisions on possible support
measures by the fund are taken
by the representatives of the
Ministry of Finance, the Banking
Supervision Office and the Bank
of Finland on the board of the
fund.

MAY

Base rate. As part of the
financial support package for
the banking sector, the
Parliamentary Supervisory
Board raises the Bank of
Finland's base rate by one
percentage point to 9.5 per cent
with effect from May 1, 1992. As
a result of this decision, the
banks are allowed to raise the
rate of interest on loans that are
tied to the base rate by one
percentage point, but the Bank
of Finland recommends that the
rise should not be applied to
rates that are already 12 per cent
or more. Owing to an amend-
ment to the law on the tax relief
of deposits and bonds, the
base-rate rise does not apply to
interest rates on tax-exempt
deposits.

JUNE

Government offer of capital
for banks. Based on the
decision by the Government in
March to make available FIM 8
billion for investment in banks'
core capital, the Government
makes a formal offer of invest-

ment to the banks on June 17.
Capital will be offered to Finnish
deposit banks according to their
size, as measured by the BIS
risk-weighted assets and
off-balance-sheet commitments.
The capital will be available at
two dates, either in August or in
December 1992, depending on
the preference of the bank.

The investment will take the form
of a preferred capital certificate,
and will count as core (Tier 1)
capital according to the Deposit
Bank Act.

The investment will carry a
non-cumulative contract rate of
return that corresponds to the
State’s funding costs plus a
margin. The margin will increase
over time from 0.50 percentage
point to 14 percentage points,
80 as to create an incentive for
the bank to pay the investment
back. And, under certain
conditions, the State has the
right to convert the investment
into shares with full voting rights
or to enlist other means to
guarantee its influence.

The offer is conditional on
certain changes in legislation
regarding the inclusion of the
investment instrument in
restricted capital and the tax
treatment of the return to be paid
on the investment. Should such
changes fail to materialize, the
offer will be cancelled and any
amounts that may have been
paid out must be immediately
paid back by the bank.

JULY

The system for regulating
bank liquidity changes. The
Bank of Finland decides to
replace the existing call money
facility by a new system for
regulating the supply of bank
liquidity with effect from 1 July
1992. The new system differs
from that applied hitherto in that
deposit and borrowing rates are
closer to market interest rates
and move in line with changes in
market rates. In addition, the
Bank of Finland may, at its
discretion, extend the maturity of
liquidity credit from one day up
to four weeks.

The new arrangement is
designed to reduce the
fluctuation in money market
interest rates in so far as such
fluctuation is not due to attempts
to stabilize conditions in the
foreign exchange market.

Under the new system, both the
call money deposit rate and the
liguidity credit rate are tied fo the
Bank of Finland's tender interest
rate, ie the weighted average of
all accepted bids for central
bank funds or certificates
offered for sale in the money
market. The current tender rate
and maturity for liquidity credit
will be displayed continuously
on the electronic money market
information systems.
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BANK OF FINLAND

I\e Bank of Finland welcomes applications from foreign
scholars for a post available to academic visitors.

A visiting scholar would be expected to conduct
research on a subject relevant to the field of monetary /
financial economics and policy, as agreed between the
applicant and the Research Department. The results of
the research could be presented in a report, publishable in
the Bank’s series; the scholar would also be expected to
participate in the exchange of comments and advice
among researchers working at the Bank.

The department is willing to consider both short and
long-term (up to one year) visits. Normally, only one
scholar could be received at any one time.

Remuneration for visiting scholars will be determined
on the basis of the research experience of the selected
applicant.

Persons interested in applying are invited to write to
Dr. Heikki Koskenkyla, Head of the Research Department,
enclosing a CV and specifying their academic and
research background, suggestions for research topics and
salary requirement. The address is:

Research Department
BANK OF FINLAND
P.O.Box 160
SF-00101 Helsinki, Finland




FINLAND IN BRIEF

LAND, CLIMATE AND

POPULATION

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

Finland has a population of
5029 300 (Jan. 1, 1992) and an aver-
age population density of 16.5 per
square kilometre. The largest towns are
Helsinki (Helsingfors), the capital, with
497 400 inhabitants, Espoo (Esbo)
175 700, Tampere (Tammerfors)
174 150, Turku (Abo)159 500 and Van-
taa (Vanda) 157 450.

There are two official languages:
93.5 % of the population speaks Finn-
ish as its mother tongue and 5.9 %
Swedish. There is a small Lapp popu-
lation in the north. Finnish is a member
of the small Finno-Ugrian group of lan-
guages, which also includes Estonian
and Hungarian.

FORM OF

GOVERNMENT

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

The legislative power of the coun-
try is exercised by Parliament and the
President of the Republic. The su-
preme executive power is vested in the
President, who is elected for a period
of six years. The President for the cur-
rent term, March 1, 1988 to March 1,
1994, is Dr. Mauno Koivisto.

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

Centre Party 55. Social Demo-
cratic Party 48; National Coalition Party
40; LeftWing Alliance 19; Swedish

18 People’'s Party 12; The Greens 10;

Christian League 8; Rural Party 7; and
Liberal Party of Finland 1.

Of the 17 ministerial posts in the
present government appointed in April
1991, 8 are held by the Centre Party, 6
by the National Coalition Party, 2 by the
Swedish People’s Party and 1 by the
Christian League. The Prime Minister is
Mr. Esko Aho of the Centre Party.

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

INTERNATIONAL

RELATIONS

Finland pursues a policy of neu-
trality in foreign affairs. Finland became
a member of the BIS in 1930, the IMF
in 1948, the IBRD in 1948, GATT in
1950, the UN in 1855, the Nordic Coun-
cil in 1955, the IFC in 1956, IDA in 1960,
EFTA in 1961, the ADB in 1966, the
OECD in 1969, the IDB in 1977, the
AfDB in 1982, the MIGA in 1988 and
the Council of Europe in 1989.

Having abolished most quantita-
tive restrictions on foreign trade in
1957, Finland first took part in Euro-
pean free trade arrangements under
the auspices of EFTA in 1961. Imports
from the USSR were also progressively
freed from customs duties. Finland's
free trade agreement with the EEC
entered into force in 1974 and agree-
ments for the removal of frade barriers
were concluded with several eastern
European countries as well. In spring
1992, Finland signed the agreement on
the European Economic Area (EEA)
between the member countries of
EFTA and the European Community,
and submitted her application for
membership of the European Commu-
nity. Citizens of the five Nordic coun-
tries, Denmark, Finland, Iceland,
Norway and Sweden, have enjoyed a
common labour market, a passport
union and reciprocal social security
benefits since the mid-1950s.

Finland's development co-
operation programmes channel assis-
tance via international organizations
and, bilaterally, to a number of African,
Asian and Latin American countries.

THE ECONOMY

Output and employment. The
Finnish economy is essentially based
on private enterprise, with over 80 %
of manufacturing output and some
90 % of banking services produced by
private companies. Of the gross
domestic product of FIM 458 billion in
basic values in 1990, 3 % was gener-
ated in agriculture and fishing, 3 % in
forestry, 23 % in industry, 9 % in con-
struction, 11 % in trade, restaurants

and hotels, 8 % in transport and com-
munications, 5 % in finance and insur-
ance, 20 % in other private services
and 18 % by producers of government
services. Of total employment of 2.3
million persons in 1991, 8 % were
engaged in primary production, 29 %
in industry and construction and 63%
in services.

In 1991, expenditure on the gross
domestic product in purchasers’ val-
ues amounted to FIM 510 billion and
was distributed as follows: net exports
05 % (exports 21.6 %, imports
—22.1 %), gross fixed capital formation
23 %, private consumption 54 % and
government consumption 24 %. Fin-
land's gross tax ratio (gross taxes in
relation to GDP) was 37 % and the net
tax ratio (net taxes in relation to GDP)
20 %, which is about the average for
OECD countries.

Average annual (compounded)
growth of real GDP was 4.7 % in the
period 1950-59, 5.0 % in 196069,
3.7 % in 1970-79, 3.7 % in 198089
and 4.3 % in 1950-89. Finland’s GDP
per capita in 1991 was USD
25100.

Foreign trade. OECD countries
absorb the bulk of Finnish merchan-
dise exports. In 1987-91, their share
was, on average, 76.6 per cent, of
which the share of EC countries was
455 percentage points and that of
EFTA countries 20.8 percentage
points. Over the same period, Finland's
exports to East European countries
(including the Soviet Union) accounted
for 14.1 per cent and the rest of the
world for 9.3 per cent. The regional dis-
tribution of Finland's merchandise
imports has been quite similar to that
of exports.

In 1991, the share of forest industry
products in total merchandise exports
was 40 %, the share of metal and engi-
neering products 41 % and the share of
other goods 19 %. Raw materials and
intermediate goods (incl. crude oil) ac-
counted for 56 % of merchandise
imports, fuels for 4 %, investment goods
for 16 % and consumption goods for
24 %.

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

The annual growth increment
totals 79 million cubic metres and the
total drain calculated on the basis of
commercial felings was 43 million
cubic metres in 1991.

Energy. In 1990, gross consump-
tion of primary energy amounted to 31
Mtoe, of which industry accounted for



46 %, heating for 21 %, transportation
for 14 % and other purposes for 19 %.
The sources of primary energy in 1988
were as follows: oil 30 %, coal 12 %,
nuclear power 14 %, hydro-electric
power, peat and other indigenous
sources 29 %, others 15 %. Compared
internationally (1989), Finland's con-
sumption of 5.8 toe (OECD definition)
per capita was 1.8 times higher than
the average in European OECD coun-
tries. The self-sufficiency rate (includ-
ing nuclear power) in Finland was
40 %, as compared with 60 % in west-
ern Europe on average.

FINANCE AND BANKING

Currency. Finland has had its own
monetary system since 1865. The cur-
rency unit is the markka (piural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennia (singular: penni). From
November 1, 1977 to June 7, 1991 the
external value of the markka was offi-
cially expressed in terms of a trade-
weighted currency index, which was
permitted to fluctuate within a pre-
scribed range (from November 30,
1988 the range was 6 percentage
points). Since June 7, 1991, the markka
has been pegged to the European Cur-
rency Unit, the ECU. The fluctuation
margins and the midpoint were set so
as to correspond to the fluctuation mar-
gins and midpoint of the old currency
index. The midpoint was 4.87580 (FIM/
ECU). Since the devaluation of the
markka on November 15, 1991, the
midpoint has been 5.55841 and the
fluctuation limits FIM §.39166 and FIM
5.72516, where the lower limit means
the highest permissible value for the
markka and the upper limit the lowest
permissible value. Under the Currency
Act, the fluctuations limits are set by the
Government on the proposal of the
Bank of Finland.

International payments. Though
the use of the markka in foreign trade
and as a eurocurrency has increased,
most international payments are
effected in other currencies. Finland
adopted Article VIl status at the Inter-
national Monetary Fund in 1979.

The remaining exchange controls
were dismantled as from October 1,
1991.

The foreign exchange operations of
financial institutions are still controlled
through the issue of licences. Authorized
banks may freely engage in the full
range of foreign exchange activities;
financial institutions which have been
granted a licence to engage in foreign
exchange activity are entitled to carry on
a limited range of foreign exchange
activities. The purpose of the licensing
requirement is merely to facilitate the
monitoring of financial institutions’ risks
by the Bank of Finiand.

With effect from January 1, 1991,
trade and payments between Finland
and the Soviet Union were put on a con-
vertible currency basis and the special
restrictions on payments to and from the
Soviet Union were rescinded.

The Central Bank. The Bank of
Finland (Suomen Pankki - Finlands
Bank}, founded in 1811, operates under
the supervision of the Parliamentary
Supervisory Board, the nine members of
which are entrusted with overall supervi-
sion of the Bank and certain specific
decisions such as fixing the Bank's base
rate and the limits for other rates. The
Governor and a maximum of five other
Members of the Board of Management
are appointed by the President of the
Republic. The Board manages al! affairs
not expressly entrusted to the Parlia-
mentary Supervisory Board, including
the terms of banks' central bank finance,
open market operations, intervention in
the foreign exchange market, determi-
nation of the external value of the cur-
rency within the fluctuation limits, direct
lending and permits for international
capital transactions. The powers vested
in the Bank and its independence of the
Government make the Bank of Finland
one of the world's stronger central
banks. In practice, the Bank liaises
closely with the Government, so as to
coordinate economic policy. The Bank
of Finland has a head office in Helsinki
and 8 branch offices in other towns.

Other banks (Dec. 31, 1991). Fin-
land has three major groups of deposit

banks with a total of more than 3 000
offices. There are three big commercial
banks with national branch networks
and ten smaller ones, two of which are
foreign-owned. The commercial banks
have a total of 32 foreign branches,
subsidiaries and associate banks and
27 representative offices abroad. There
are 86 savings banks and 328 coopera-
tive banks with their own extensive
branch networks. In addition, foreign
banks have three branches and eight
representative offices in Finland.

Financial market. Of the total
stock of FIM 733 billion in outstanding
domestic credit at the end of 1990,
64 % was provided by depasit barks,
3 % by private mortgage banks, 16 %
by insurance companies, 4 % by other
private credit institutions, 4 % by public
financial institutions and 8 % by the
state, local authorities and social
security funds. There are no quantita-
tive restrictions or interest rate limita-
tions on lending. Regulation of bank
lending rates was progressively
relaxed earlier in the 1980s and finally
abolished in 1986.

In the money market, 81 % of the
instruments, which totalled approxi-
mately FIM 150 billion at end-1991,
were negotiable instruments such as
bank certificates of deposit, commer-
cial paper, Treasury notes and local
authority paper. Funds raised through
bank trust departments and non-nego-
tiable bank debt instruments make up
the bulk of non-negotiable instruments.
In its open market operations, the Bank
of Finland deals in bank certificates of
deposit and also issues its own certifi-
cates of deposit.

There are 65 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 64
billion (at end-1991).Four foreign com-
panies are also quoted. Domestic
bonds and debentures in circulation at
end-1991 totalled FIM 145 billion; gov-
emment bonds made up 24 % of the
total. Turnover on the Stock Exchange
in 1991 amounted to FIM 8 billion; the
share of shares and subscription rights
in the total was approximately 82 %.
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1. THE BALANCE SHEET OF THE BANK OF FINLAND
1.1 THE BALANCE SHEET OF THE BANK OF FINLAND,

MILL.FIM
1991 1992
Dec. 31 May 8 May 15 May 22 May 29
ASSETS

Gold and foreign currency claims 33662 28 820 30146 30610 32072
Gold 2180 2180 2180 2180 2180
Special drawing rights 932 1063 1063 1046 1045
IMF reserve tranche 1136 1235 1228 1225 1235
Convertible currencies 29 381 24 321 25 655 26139 27 593
Tied currencies 34 21 20 19 18
Other foreign claims 2690 2 540 2537 2536 2 639
Markka subscription fo Finland’s IMF quota 2260 2205 2205 2205 2 309
Term credit 430 335 332 331 330
Claims on financial institutions 17413 15422 14 475 14 434 14195
Call money credits - 1 0 1 0
Cerfificates of deposit 9157 4794 4071 4030 4001
Securities with repurchase commitments 2725 4798 4 561 4561 4561
Till-money credits 3528 3917 3917 3917 3709
Bonds 1765 1675 1686 1686 1686
Other claims on financial institutions 238 238 240 238 238
Claims on the public sector 1375 1388 1390 1396 1397
Bonds 3 3 3 5 6
Total coinage 1372 1386 1387 1390 1391
Claims on corporations 1288 1178 1669 1662 1659
Financing of domestic deliveries (KTR) 879 770 764 758 755
Bonds: KTR credits 207 195 192 191 191
Bonds: Other 2 2 502 502 502
Other claims on corporations 201 21 211 211 211
Other assels 2916 13126 13048 13 049 13054
Loans for stabilizing the money market 1730 12 982 12 904 12 904 12 904
Accrued items 1034 - - - -
Other assets 153 144 144 145 150
Total 59346 62 474 63265 63 686 65016

LIABILITIES
Foreign currency liabilities 46 61 67 68 47
Convertible currencies 45 60 66 67 46
Tied currencies 1 1 1 1 1
Other foreign liabilities 3102 3080 3076 3074 3184
IMF markka accounts 2260 2205 2205 2205 2309
Allocations of special drawing rights 843 875 870 868 875
Notes and coin in circulation 14 528 13673 13619 13568 13787
Notes 13 306 12 456 12 405 12 352 12 569
Coin 1222 1218 1214 1216 1217
Certificates of deposit 8880 18210 18 590 19230 20 600
Liabilities to financial institutions 12 567 10266 10 650 10 435 10 601
Call money deposits 2206 409 793 578 750
Cash reserve deposits 10 361 9 856 9 856 9 856 9851
Other liabilities to financial institutions 0 1 0 1 1
Liabilities to the public sector 3 4 4 4 4
Cheque accounts - - - - -
Other liabilities to the public sector 3 4 4 4 4
Liabilities fo corporations 7 057 4 604 4543 4514 4488
Deposits for investment and ship purchase 7 057 4 604 4 543 4514 4 488
Other liabilities to corporations - - - _ _
Other liablilities 1682 101 120 123 127
Accrued items 1584 _ _ _ _
Other liabilities 98 101 120 123 127
Valuation account and reserves 5715 6710 6832 6 906 6413
Capital accounts 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
Profit/loss for the accounting year - - - - -
Total 59 346 62 474 63265 63 686 65016
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
:::i:'d Forelgm secior Publicsector
Gold Speelul IMF Comveri- Converi- Tied Poreign  Other Net Claims Liabil- Nei
drawing reserve ible ible corron- eoxchamge claims, claims ities Ilubll-
rights francke curren- reserves, cies,met reserves, net (7+8)
cies, net total total ('I lI IO)
{(1+2+3+4) {5+6)
1 2 3 4 5 6 7 8 9 10 1 12

1987 2128 899 793 23571 27391 1212 28604 1131 29735 977 901 76
1988 2128 1120 940 24373 28561 945 29506 1117 30623 1128 1903 775
1989 2179 966 950 18780 22875 564 22312 440 22752 1137 5325 4188
1990 2180 791 783 33451 37205 882 36324 -364 35960 1314 1321 7
1991 2180 932 1136 29336 33584 33 33616 412 33204 1375 3-1372

1991

May 2180 833 1091 23154 27258 -17 27241 -387 26854 1405
June 2180 1021 1115 29588 33904 29 33933 -394 33539 1411
July 2180 853 1111 29535 33679 56 33734 -399 33335 1391 -1387
Avg. 2180 875 1086 25966 30107 55 30161 401 29760 1382 -1379

4 1401
4
4
3
Sept. 2180 863 1142 22743 26928 49 26976 —400 26576 1398 3 -1395
3
3
3

-1407

Oct. 2180 868 1145 12242 16435 42 16478 404 16074 1375 -1372
New. 2180 954 1193 19868 24195 38 24231 -419 23812 1388 -1385
Dec. 2180 932 1136 29336 33584 33 33616 -412 33204 1375 -1372

1992

Jan. 2180 946 1234 29512 33872 30 33901 -482 33419 1379 4 -1375
Feb. 2180 1070 1232 29834 34316 27 34343 490 33853 1382 4 -1378
March 2180 1198 1201 28522 33101 24 33124 -532 32592 1383 4 -1379
April 2180 1199 1242 22981 27602 21 27622 540 27082 1387 4 -1383
May 2180 1045 1235 27547 32007 17 32025 -545 31480 1397 4 -1393

End :f‘ Domesticfinancial sector Corporate sector
Term Call Cash Till-money Otherlia- Net Clalms Sped-l Net Nofes Out-
claimson money reserve croditsto bilitiesto claims Imthe e| claims and staunding
deposit claimson d doposit financlal (13+14- formof -mr olber [{] 9-20) coinin CDslssued
banks deposit ofdeposit banks Institu- 15+16- special cireu~ bythe Bank
banks,net  banks tions, net 17} financing nel lation of Finlund
13 14 15 16 17 18 19 20 21 22 23
1987 - =757 10 941 2730 -2350 -6618 3449 4782 -1333 9990 4970

1988 7187 335 19039 2920 -3733 -4864 2823 6579 -3756 11550 1130
1989 33230 531 25506 3310 -2248 12751 2000 10604 -8604 13129 -
1990 9411 -418 17401 3427 2317 -2664 1477 9724 -8247 14555 -
1991 11882 -2206 10361 3528 2003 4846 1086 6854 -5768 14528 8880

1991

May 16252 1282 14700 3442 -2181 8457 1310 8076 -6766 14405 2380
Jume 12715 1996 14161 3786 -2164 2508 1273 8190 -6917 13973 2850
July 10515 -1877 13546 3740 -2127 959 1236 8074 -6838 13840 1090
Avg. 12159 -1078. 12707 3631 -2133 4138 1212 7993 -6781 13614 370
Sept. 13289 285 11842 3542 -2105 7379 1172 7973 -6801 13621 610
Oct. 13587 13383 11047 3471 -2066 21460 1143 7896 -6753 13500 4090
New. 20743 -1580 10276 3519 -2064 14470 1120 7457 -6337 13490 6650
Deec. 11882 2206 10361 3528 -2003 4846 1086 6854 -5768 14528 8880

1992

Jan. 7136 651 9928 3806 -1947 2310 1053 5974 -4921 13323 10640
Feb. 2982 468 9891 3869 -1935 637 1030 5535 -4505 13271 11110
March 3508 -219 9783 3521 -1925 -1048 995 5287 -4292 14243 13030
April 11306 -1997 9856 3917 -1899 5269 967 4513 -3546 13822 16450
May 8562 -750 9851 3709 -1923 3593 946 3775 -2829 13787 20600
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2. THEBANK OF FINLAND’'S MONEY MARKET OPERATIONS AND
THE FORWARD MARKET

2.1 THE BANK OF FINLAND’S MONEY MARKET OPERATIONS AND
THE CALL MONEY MARKET, MILLFiM

During Purchases of Sales of Moatured Impact on Call money Call money Total
period money market money money market liquidity credits deposits nel change
instruments market instroments, (1-2-3) {4+5-6)
instruments net
1 2 3 q 5 6 7
1987 1263 23658 -17 520 -4 875 -6818 626 -12 319
1988 13840 19190 -16 850 11 500 463 -629 12 592
1989 131110 3855 99 245 28010 —425 441 27 144
1990 163 326 26 379 160 797 -23 850 -38 -151 -23737
1991 109 568 30380 81 969 -2781 - 1788 —4 569
1991
May 12 670 1180 7 950 3540 1366 -357 5263
June 9603 2980 9493 -2 870 -1305 1973 -6 148
July 6 865 160 7 366 -661 =71 -190 -542
Avug. 11430 280 7 380 3770 21 -778 4 569
Sept. 11670 680 10 360 630 277 -1086 1993
Oct. 15 350 6710 8 990 -350 13086 -12 12748
Nov. 9 850 6 340 7 020 -3510 -13371 1592 -18 473
Dec. 2430 6 660 2260 -6 490 -13 613 7116
1992
Jan. 2 000 7790 -80 -5710 3 -1552 -4 155
Feb. 1710 8 460 1170 -7 920 476 -643 -6 801
March 2000 9420 -5290 -2130 -466 221 -2817
April 11 310 17310 -9200 3200 -13 1765 1422

May 6 630 15240 1930 -10540 - 1247 -9293



2.2 FORWARD
EXCHANGE MARKET, miL Fim
End of Banks’ forward pesitions with
peried Domestic companies Foroign Bank Total, net
banks, net of Finland, net (3+4+35)
Forward exchonge Forward exchange Net
bough? by banks sold by banks {1-2)
1 2 3 4 5 [
1987 21671 1158 20513 -233 -1287 18994
1988 16 488 1543 14946 9086 -377 23 654
1989 10 531 3563 6967 8031 205 15204
1990 11 609 4979 6631 10100 -6098 10 633
1991 33004 36 352 -3348 2 550 8953 8155
1991
April 14 088 15045 957 6496 -1568 3971
May 15130 25075 9945 6181 663 -3101
June 16144 23123 -6 980 8 500 3159 4679
July 16228 20 422 —4194 5350 ‘3257 4413
Avg. 16 961 30053 -13092 7757 3187 -2 148
Sept. 17 020 38 496 -21 477 13454 3947 -4076
Oct. 22174 53395 -31222 9 433 9034 -12755
Nov. 37 546 51191 ~13 645 1551 9601 2493
Dec. 33 004 36 352 -3348 2550 8953 8155
1992
Jan. 31732 27 973 3759 4673 8276 16 708
Feb. 31502 25516 5987 2 441 3774 12 202
March 27 850 22720 5130 5216 2937 13283
April 29812 27 586 2227 -423 5815 7619
2.3 BANKS’ CENTRAL BANK POSITION, MILLFiM
m T hD Smam chmr mimY WIT Zmin L.
ohservations the Banl of Finland by the Bank of Finland {3-7)
of Finland {1+2) of Finland {4+5+6)
1 2 3 4 5 6 7 8
1987 481 1581 2062 703 4705 10092 15501 -13439
1988 128 2190 2319 621 5044 15159 20 824 -18 505
1989 373 15146 15519 403 465 23035 23903 -8 384
1990 142 24 056 24198 790 1924 23 406 26120 -1922
1991 936 12293 13229 868 2728 14154 17 749 -4 520
1991
May 148 11837 11985 1319 2504 15 808 19 631 -7 645
June 535 15926 16 461 2332 2 469 14 646 19 447 -2 986
July 34 10038 10073 1132 1856 14 142 17130 -7 057
Avg. 24 10002 10026 865 683 13492 15040 -5014
Sept. 219 14983 15202 418 412 12 678 13508 1694
Oct. 5126 12287 17 413 405 2094 11817 14316 3098
Nov. 4 422 20294 24716 429 4043 10996 15468 9248
Dec. 36 15685 15721 743 10325 10279 21347 -5626
1992
Jan. 33 9212 9246 937 9728 10 347 21012 -11766
Feb. 50 4521 4 571 548 10951 9925 21424 -16 853
March 88 3923 4011 366 10794 9 888 21047 -17 036
April 1 064 8904 9968 989 13706 9785 24 480 -14512

May 87 9193 9279 670 18765 9856 29291 -20012
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3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED

BY THE BANK OF FINLAND, per cent

Average of Inter-hank

Bank of Finland Cash reserve

::li':'-:i b we':leglll HELIBOR rates requirement
1 3 6 12 Call Call Base Ordinary Additional
month months months months momey mon rate (average)

credit dep:
rate rate
1 2 3 4 5 6 7 8 9 10

1987 9.16 9.90 10.02 10.14 10.40 11.71 7.78 7.00 4.8
1988 8.47 9.77 9.97 10.16 10.50 11.50 7.04 7.63 6.5 .
1989 10.21 12.32 12.53 12.61 12.72 13.40 4.00 7.67 8.0 0.5
1990 10.57 13.63 13.99 14.16 14.39 15.00 4.00 8.50 7.9
1991 14.89 13.64 13.07 12.69 12.53 15.48 4.00 8.50 5.3

1991

May 13.12 12.25 11.98 11.94 11.95 15.00 4.00 8.50 5.8
June 13.45 11.29 11.25 11.41 11.56 15.00 4.00 8.50 5.5
July 9.48 10.09 10.69 11.19 11.52 15.00 4.00 8.50 5.2

Avg. 10.20 10.62 11.09 11.28 11.50 15.00 4.00 8.50 4.9
Sept. 19.84 14.80 13.20 12.45 12.07 15.00 4.00 8.50 4.6
Oct. 15.72 15.95 14.38 13.01 12.46 15.00 4.00 8.50 4.3
Nov. 20.94 16.75 14.66 13.25 12.77 16.23 4.00 8.50 4.0
Dec. 10.89 12.55 12.78 12.71 12.63 15.00 4.00 8.50 4.0

1992

Jan, 11.41 12.09 12.26 12.33 12.39 15.00 4.00 8.50 3.7
Feb. 10.74 11.78 11.74 11.74 11.75 15.00 4.00 8.50 3.7
March 14.27 12.95 12.38 12.08 11.99 15.00 4.00 8.50 3.7
April 17.24 15.94 14.21 13.38 13.04 15.00 4.00 8.50 3.7
May 14.39 14.05 13.73 13.28 13.10 15.00 4.00 9.50 3.7

3.2 WEIGHTED EURORATES 3.3 COVERED EURODOLLAR RATE,

AND COMMERCIAL PER CENT
ECU INTEREST RATE, per CENT
Average ECU 3 14 Commaenrcial Avera 1 3 6 12
o!_ dail currencies currencies ECU of duil’y‘ month months months months
vations 3 months :nlions
1 2 3 4 1 2 3 4

1987 7.0 5.6 8.0 7.1 1987 9.8 9.9 9.9 10.1
1988 6.9 6.0 8.0 6.9 1988 9.5 9.8 9.9 10.2
1989 9.3 8.4 9.9 9.3 1989 11.8 12.1 12.1 12.1
1990 10.5 9.1 10.9 10.4 1990 13.2 13.7 13.9 14.1
1991 10.1 8.5 9.9 9.9 1991 13.5 13.0 12.6 12.4
1991 1991

May 9.9 8.4 9.8 9.7 May 12.1 11.9 11.9 11.8
June 9.9 8.4 9.6 10.1 June 11.7 11.7 11.5 11.6
July 10.0 8.5 9.6 10.0 July 10.3 11.0 11.4 11.6
Aug. 10.0 8.4 9.6 9.9 Aug. 11.1 10.9 11.3 1.5
Sept. 9.8 8.3 9.4 9.8 Sept. 14.9 13.4 12.5 12.0
Oct. 9.9 8.3 9.5 9.9 Oct. 15.7 14.4 13.0 12.3
Now. 10.0 8.2 9.5 10.0 Nov. 16.3 14.3 13.1 12.6
Dec. 10.4 8.2 10.1 10.6 Dec. 11.9 12.4 12.3 12.3
1992 1992

Jan. 10.2 8.0 9.8 10.4 Jan. 11.7 12.0 12.0 12.1
Feb. 10.2 8.1 9.7 10.3 Feb. 11.5 11.5 11.5 11.5
March 10.3 8.2 9.7 10.2 March 12.8 12.2 11.9 11.8
April 10.3 8.2 9.7 10.2 April 15.4 14.1 13.4 13.1
May 10.2 8.1 9.6 10.2 May 13.9 13.5 13.1 13.0



3.4 RATES OF INTEREST APPLIED BY BANKS, per cent

".":’-'e Lending Markka deposits and other markka funding
- Average 24- Other A'u:ro Ave! Ave
:Ieocl Now credits Iendl-'g Of which: montl ’I-x-e rote rate rate
Cheque Billsof Loans New rate Com- fax- oxem [ [ L
account  ex- lending, mer= oxel deposgl, on onother onmarkka
and post- change total clal dopms‘ nax. depesits funding fending
al gire banks rate of
crodiis intorest’
1 2 3 4 5 [ 7 8 9 10 1

1987 1050 1231 10.01 10.62 8.99 8.91 7.00 2.75 447 1013 529
1988 1022 1227 1050 10.72 9.88 9.74 8.00 3.75 524 9.80 6.20
1989 1297 1347 1158 1207 1056 10.40 7.50 4.50 567 11.92 7.37
1990 1324 1562 1333 1385 11.84 11.61 7.50 4.50 6.43  13.55 8.41
1991 13463 1588 1340 13.84 12.08 11.80 7.50 4.50 710 13.22 8.97

1991

April 1585 1645 147 1480 1225 11.99 7.50 4.50 729 13.93 9.26
May 1550 1505 1337 1385 1220 11.96 7.50 4.50 7.4 13.25 9.03
Jume 1398 1555 13.02 1354 11.91 11.56 7.50 4.50 7.05 1235 8.61
July 1200 1554 1280 1319 11.67 11.28 7.50 4.50 6.79  11.69 8.21
Awg. 1254 1535 1270 13.09 11.70 11.38 7.50 4.50 682 1173 8.29
Sept. 1281 1574 1378 1396 1196 11.76 7.50 4.50 695 1295 8.87
Oct. 12.48 16.07 13.83 1401 1219 11.96 7.50 4.50 718 13.63 9.36
Nov. 1419 1629 13.7] 1416 1221 11.87 7.50 4.50 724 13.63 9.41
Dec. 1015 1525 1235 1251 1215 11.79 7.50 4.50 7.08 12.63 8.71

1992

Jan. 12.52 1542 13.14 1341 1206 11.76 7.50 4.50 719 1229 8.66
Feb. 13.79 1558 1296 1347 1200 11.76 7.50 4.50 7.21 12.15 8.67
March 1421 1573 1336 1381 1197 11.70 7.50 4.50 723 1232 8.77
April 1231 1624 1375 1406 1208 11.76 7.50 4.50 733 13.09 9.16

! End of period.

3.5 YIELDS ON BONDS AND DEBENTURES, per cent

Period Secondary market yields 9:50;
Referonce rates Taxable Taxable Taxfree on !-x-ble
caleviated govern- peblic Issued by: public wblic
the Bank of Finland ment es
bond Financlal
3 5 Instite- rations
years yours tions

1 2 3 q 5 6 7 8
1987 . . . 11.2 11.1 11.2 8.1 10.7
1988 10.7 10.8 10.6 10.6 10.6 10.6 7.8 10.4
1989 12.2 12.0 12.1 11.9 12.0 12.0 8.1 11.7
1990 13.7 13.5 13.2 13.3 13.3 13.2 9.2 13.0
1991 12.3 12.2 11.9 12.6 12.5 13.0 10.0 11.7
1991
April 12.7 12.5 12.2 13.0 11.8 14.1 10.3 12.1
May 11.9 11.8 11.5 12.4 12.1 12.5 10.2 11.2
June 11.5 11.5 111 1.7 11.5 12.7 10.1 11.1
July 11.8 11.7 11.2 12.4 12.2 12.6 10.0 10.8
Avg. 11.7 11.7 11.2 11.9 11.9 12.3 9.8 11.2
Sept. 11.7 11.7 11.3 12.2 12.0 12.7 9.6 11.3
Oct. 11.8 11.7 11.4 12.2 122 12.7 9.6 11.1
Nov. 12.4 12.3 12.1 12.5 125 12.5 9.6 11.2
Dec. 12.7 12.7 12.4 13.6 13.6 13.1 9.9 12.2
1992
Jan. 12.5 12.5 12.3 13.0 12.9 13.1 10.0 11.9
Feb. 12.1 12.0 11.2 12.7 12.4 12.9 9.8 11.3
March 121 12.1 11.3 12.4 12.4 12.6 9.8 1.4
April 12.8 12.7 11.9 12.8 12.7 14.0 9.8 12.0



4. RATES OF EXCHANGE
4.1 AVERAGE SPOT SELLING RATES, rim

Average NewYork Montreal London Dublin Stockholm Osle Copen- Frankferi Amster- Brussels Zurich

of daily hagen a.M. dam
I-:IT;III 1USb 1CAD 1GBP 1IEP 1SEK 1NOK 1 DKK 1DEM 1NLG 1BEF 1CHF
1 2 3 4 5 6 7 8 9 10 11

1987 4404 3325 7213 6556 0.6952 0.6547 0.6444 2.4514 2.1755 0.11806 2.9563
1988 4191 3412 7.466 6.397 0.6848 0.6444 0.6235 2.3895 2.1233 0.11421 2.8700
1989 4295 3.632 7.051 6.104 0.6673 0.6234 0.5886 2.2879 2.0281 0.10925 2.6306
1990 3.831 3.287 6.827 6.347 0.6479 0.6130 0.6197 2.3721 2.1053 0.11480 2.7635
1991 4.053 3543 7.159 6.540 0.6713 0.6264 0.6345 2.4464 2.1709 0.11887 2.8300

1991

May 4.047 3525 6.992 6.320 0.6587 0.6061 0.6164 2.3578 2.0922 0.11469 2.7824
June 4228 3.699 6.983 6.355 0.6592 0.6088 0.6163 2.3737 2.1072 0.11539 2.7662
July 4298 3.745 7.087 6.434 0.6647 0.6169 0.6217 2.4030 2.1332 0.11679 2.7733
Avg. 4245 3710 7.148 6.509 0.6705 0.6232 0.6292 2.4323 2.1582 0.11820 2.7906
Sept. 4.143 3.646 7.148 6530 0.6711 0.6244 0.6323 2.4405 2.1656 0.11853 2.7910
Oct. 4.127 3.661 7.113 6.534 0.6706 0.6243 0.6323 2.4413 2.1667 0.11863 2.7910
Nov. 4202 3722 7.475 6.920 0.7091 0.6600 0.6670 2.5893 2.2979 0.12575 2.9249
Dec. 4266 3.732 7.774 7.249 0.7440 0.6912 0.6989 2.7192 2.4131 0.13206 3.0708

1992

Jan. 4305 3.725 7.796 7266 0.7496 0.6946 0.7031 2.7270 2.4215 0.13248 3.0696
Febh. 4431 3751 7.877 7.309 0.7543 0.6986 0.7061 2.7354 2.4312 0.13289 3.0435
March 4541 3812 7835 7298 0.7542 0.6974 0.7047 2.7329 2.4281 0.13286 3.0111
April 4503 3793 7916 7290 0.7558 0.6982 0.7054 2.7330 2.4278 0.13288 2.9715
May 4410 3682 7.996 7.276 0.7560 0.6982 0.7048 2.7212 2.4174 0.13226 2.9589

Averauge Paris Rome Viennu Lishon Reykjavik Madrid Athens Tokyo Mel- ECU SDR

of daily bourme Commer-

que= cial

tations 1FRF 1ITL 1ATS 1PTE 118K 1ESP 16RD 1JPY 1AUD 1XEU 1XDR
12 13 14 15 16 17 18 19 20 21 22

1987 0.7345 0.00341 0.3488 0.0315 0.1163 0.0358 .. 0.03050 3.106 5.075 5.68010

1988 0.7060 0.00324 0.3401 0.0294 0.1006 0.0361 .. 0.03273 3.309 4.954 5.61826

1989 0.6757 0.00315 0.3254 0.0276 0.0782 0.0364 .. 0.03122 3.423 4.731 5.49375

1990 0.7054 0.00321 0.3374 0.0271 0.0681 0.0377 .. 0.02654 3.011 4.875 5.18345

1991 0.7208 0.00328 0.3479 0.0283 0.0710 0.0392 0.0234 0.03016 3.176 5.019 5.53082

1991

May 0.6969 0.00319 0.3354 0.0273 0.0694 0.0382 0.02932 3.151 4.847 5.42606

Jume 0.7013 0.00321 0.3376 0.0273 0.0702 0.0382 0.0230 0.03024 3.231 4.879 5.56841
July 07095 0.00324 0.3417 0.0281 0.0711 0.0385 0.0230 0.03117 3.331 4.938 5.66884
Awg. 0.7172 0.00327 0.3459 0.0286 0.0715 0.0391 0.0230 0.03103 3.338 4.992 5.65829
Sept. 0.7186 0.00328 0.3471 0.0287 0.0713 0.0390 0.0230 0.03080 3.304 5.002 5.59644
Oct. 0.7177 0.00328 0.3472 0.0286 0.0713 0.0388 0.0230 0.03158 3.291 5.000 5.61024
Nov. 0.7593 0.00345 0.3681 0.0299 0.0743 0.0410 0.0241 0.03243 3.324 5285 5.80952
Dec. 0.7973 0.00361 0.3865 0.0309 0.0771 0.0427 0.0250 0.03329 3.317 5.530 5.98926

1992

Jam. 0.8011 0.00363 0.3877 0.0317 0.0777 0.0432 0.0250 0.03439 3.237 5.560 6.04989

Feb. 0.8051 0.00366 0.3893 0.0320 0.0783 0.0437 0.0250 0.03474 3.350 5.594 6.14937

March 0.8066 0.00365 0.3887 0.0320 0.0785 0.0434 0.0249 0.03419 3.464 5.590 6.19184
sg April 0.8096 0.00364 0.3885 0.0323 0.0784 0.0435 0.0241 0.03375 3.453 5.596 6.16396

May 0.8109 0.00363 0.3870 0.0329 0.0780 0.0436 0.0240 0.03376 3.353 5.591 6.11371



.
4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

Average Markia valee of the ECU Currency indices, 1982=100
of daily FIM/ECU Deviation Bank of Finland's Payments MERM
observa- from the frade-welghted currency index
tions midpoint, % currency index index

1 2 3 4 5
1987 5.08273 . 103.3 103.2 106.1
1988 4.96108 . 102.0 101.1 104.7
1989 4.73670 . 98.4 98.4 102.8
1990 4.85697 . 97.3 96.1 97.3
1991 5.00580 . 101.4 100.1 102.8
1991
May 4.84342 . 98.7 97.9 100.8
June 4.86741 0.2 99.6 99.2 103.0
July 492615 1.0 100.8 100.5 104.6
Aug. 4.98131 2.2 101.6 101.0 104.7
Sepi. 4.99324 2.4 101.5 100.5 103.9
Oct. 4.98879 2.3 101.5 100.4 104.2
Nov. 5.27668 0.9 106.8 105.2 108.3
Dec. 5.52866 0.5 111.5 109.4 111.9
1992
Jan. 5.55238 -0.1 112.1 110.0 113.0
Feh. 5.58207 0.4 112.9 111.2 114.4
March 5.57515 0.3 112.9 111.6 115.0
April 5.58563 0.5 112.9 111.5 114.5
May 5.58167 0.4 112.7 110.9 113.6



5. OTHERDOMESTIC FINANCING
5.1 BANKFUNDING FROM THE PUBLIC, MiLL. Fim

End of Cheque Trans- Time Other Markka Foreigm Total Other Tolal
period and action deposHis deposiis deposiis, corrency depesits funding fending
gire deposits total deposits (5+6) (7+8)
deposiils {1+2+3+4)
1 2 3 q 5 6 7 8 9
1987 21 327 76 160 83248 180735 3923 184 658 17 892 202 550
1988 25473 76 958 121 670 224102 4 643 228745 28 844 257 589
1989 28 942 85396 125748 240085 7358 247 444 35298 282742
1990 30953 96176 124 930 252 058 6818 258876 38835 297 711
1991 33619 86 442 122126 19615 261802 13151 274 953 52760 327713
1991
Feb. 27 148 82061 140027 249 237 8618 257855 43071 300926
March 26116 85099 123080 16205 250500 10568 261068 48606 309 674
April 26 204 83128 120 397 18 693 248 422 10264 258686 47 977 306 663
May 27 279 84918 120217 18685 251098 10137 261235 52377 313612
June 29916 86765 118 644 19 341 254 667 10448 265114 47 550 312 665
July 29 535 86 235 118 362 19368 253500 9746 263245 49 001 312 246
Avg. 27 517 86732 118 573 18569 251 391 11633 263024 53 386 316410
Sepi. 28 607 84 769 119 427 18087 250890 12476 263 366 58761 322127
Oct. 28 160 83526 120 091 17 992 249 769 15774 265 543 58038 323582
Now. 28911 83328 121 547 18277 252063 16779 268 841 58774 327 615
Dec. 33619 86 442 122126 19615 261802 13151 274953 52760 327713
1992
Jan. 32780 84701 123513 19094 260087 12274 272361 547067 327068
Feb. 29 417 86 031 123 652 18666 257 767 12350 270117 56202 326 319
5.2 BANKLENDING TO THE PUBLIC, MILL. FIM
End of Chegue Bills of Loans Markka Foreign Total
period account exchange lending, currency londing
and postal total crodits {4+5)
giro credits (1+2+3)
1 2 3 q 5 6
1987 8 507 5177 180 360 194 044 36 954 230998
1988 11 358 5920 234268 251 545 50235 301 780
1989 15270 5650 257 768 278 688 73176 351 864
1990 19152 5777 260790 285720 103 134 388 853
1991 18 037 4712 262 859 285 609 107714 393 323
1991
Feb. 18 653 5491 259 415 283 559 104 691 388 250
March 18 428 5410 259775 283612 105706 389 319
April 18292 5416 259 028 282736 104 407 387 143
May 17798 5271 259 334 282 404 106 066 388470
Jume 17 947 5190 259 851 282 988 106 895 389 884
July 17787 5021 259 880 282 687 107 005 389 693
Avg. 18 679 4925 260927 284 531 106 764 391295
Sept. 18 677 4823 262019 285519 105 186 390704
Oct. 18 419 4714 263042 286175 105113 391 288
Nov. 17978 4576 262 685 285239 113156 398 395
Dec. 18 037 4712 262 859 285 609 107714 393 323
1992
Jan. 17 450 4167 262 309 283926 107 075 391 001
S10 Feb. 17 650 4099 262813 284 563 105703 390266



|
5.3 MONEY SUPPLY AND MONETARY AGGREGATES, miLLFM

::::I‘ Foreign Domestic credit Other
assels, Hems, M, M, M,
net el thopeblle  (ar3) net (1+445)
government
1 2 3 4 5 6 7 8
1987 25484 14977 277 068 262090 -45769 105829 190 837 206 175
1988 -40670 15356 353 681 338325 63387 111259 234 268 256 947
1989 -59049 -18691 408 344 389 653 -79084 124295 251519 272 603
1990 -82 881 -19072 453720 434 648 -85385 141524 266 383 291 045
1991* ~86 555 -6516 470 852 464336 103415 129769 274 365 310048
1991+
Feb. 86676 -11118 458 428 447 310 99211 121053 261 423 288 823
March -81750 -10369 458 152 447784 102628 121271 263 406 294 244
April -81026 -9228 455 339 446110 104051 119229 261033 290233
May -81 899 -9348 456 850 447 502 -99199 124190 266 403 297 849
June -79 812 -9513 458 943 449430 101091 127454 268 528 298 899
July -84 565 -9819 465252 455432 103538 126403 267 329 296 597
Avg. -79 060 -9139 467 590 458 451 -114167 12494] 265224 296 956
Sepi. -75 824 -9 420 467 933 458514 118380 123637 264 310 299216
Oct. -76 079 -8 627 469 184 460557 121185 122012 263293 304 260
Nov. -85011 -7 109 482 382 475274 125671 121627 264 592 301 299
Deec. -86 555 6516 470 852 464336 103415 129769 274 365 310048
1992*
Jan. 92 949 -5295 471797 466 502 99925 127 303 273 629 311 649
Feb. -86 492 -4 895 470980 466085 108896 124956 270697 305 821
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, MILL Fim
End of Foreign currency-denominated debt Markka-denominated dobt Total Owt- Cash
period I stand- fonds
Bonds  Other Long- Total Publlc Other Treasury Tolal govern- [
bomds term (1+2+3) bonds long- nofes (5+6+7) wment Ion?l'n.
and promis- form and debt
deben- sory Habil- bills {4+8)
tures noles Itles
1 2 3 4 5 [ 7 8 9 10 11
1987 20407 2697 5576 28680 22121 4692 3018 29831 58511 38436 11553
1988 20202 1804 4273 26279 24243 5272 2290 31805 58084 41011 15858
1989 18 505 852 3429 22786 24126 5750 250 30126 52912 43499 21248
1990 20917 732 3144 24793 23982 8263 — 32245 57038 48121 23114
1991 38703 2437 2506 43646 31018 12208 5180 48406 92052 55319 15956
1991
April 24784 1759 2675 29218 25082 7783 1725 34590 63808 51235 24167
May 25174 1779 2711 29664 25994 7608 2125 35727 65391 51629 19794
June 24909 1828 2669 29406 26754 7608 2330 36692 66098 52139 17306
July 25760 1813 2689 30262 27122 9008 2330 38460 68722 52706 17215
Avug. 26028 1837 2633 30498 28315 9008 2330 39653 70151 53330 15108
Sept. 28417 1817 2350 32584 29058 9008 2530 40595 73179 53998 16859
Oct. 32338 1848 2362 36548 30070 9008 2670 41748 78296 54858 17991
Nov. 37875 2014 2601 42490 30825 10408 4180 45413 87903 55105 16909
Dec. 38703 2437 2506 43646 31018 12208 5180 48406 92052 55320 15956
1992
Jan. 38613 2525 2500 43638 31064 12205 6881 50150 93788 55994 11536
Feb. 45885 2904 2466 51255 32232 12205 6430 50867 102122 56721 17967
March 47575 2843 2401 52819 32629 12199 7201 52029 104848 . 18423
April 53972 2837 2383 59192 32814 11614 7257 51685 110877 .

STl



5.5 MARKKA BOND MARKET
A)  ISSUES, miLL. Fim

Durin, seclor
p:riod' - By Bytype ofloan o (14+2+3+445)
- Fim Private =
::I'I::s lnsli:lln:i:m g.::::::ni gﬂlo.:::eﬂ Others Publiclssues placings ({6+7+8)
Yaxable Taxfree
| 2 3 4 5 6 7 8 9

1987 4 477 9510 8119 206 69 9 409 8830 4142 22 380
1988 3027 8418 6889 268 61 7 861 6522 4280 18 663
1989 4204 11022 5717 233 13 11146 2997 7 046 21189
1990 4 640 17 891 4420 490 1007 17 234 607 10607 28 447
1991+ 7277 25 866 11073 1320 - 30170 - 15366 45536
1991+
April 161 1457 1800 - - 2 487 - 931 3418
May 613 2030 1475 50 - 3488 - 680 4167
June 880 3207 - 315 - 2 355 - 2047 4 401
July 1592 2097 - - - 1505 - 2184 3689
Avg. 275 817 4693 50 - 5680 - 155 5835
Sept. 449 1411 300 250 - 2261 - 149 2410
Oct. 327 1302 205 403 - 624 - 1612 2236
Now. 1142 2 646 100 223 - 1613 - 2497 4111
Dec. 244 6343 - - - 4100 - 2 486 6 586
1992+
Jan. 662 886 4 465 70 - 5400 - 683 6083
Feb. 770 2350 - 450 - 2 300 - 1270 3570
March 442 1482 235 310 - 1975 - 494 2 469
April 53 1585 - 570 4 391 - 1821 2212

B) STOCK, miL Fim

End of seclor type Tolul

period Sy By ofloan (1+2+3+4+5)
Corpo-  Finumcial  Cemival Local Others Publicisswes Private =
rations  institutions government government placings {6+7+8)

Taxable Taxfree

1 2 3 4 5 6 7 8 9

1987 17 509 36773 26518 1200 232 24831 28229 29172 82232
1988 19195 42892 28 953 1413 292 32028 30054 30663 92745
1989 21 463 50216 29 381 1555 290 41162 27742 34001 102906
1990 23522 59756 28812 1756 1298 52273 22970 39902 115145
1991* 26 632 76 701 35195 2766 3726 76346 18096 50578 145020

1991*

1 24169 62 451 29 594 1466 4006 58366 20638 42680 121684
n 23 269 67 588 30932 1760 4395 63588 19971 44384 127943
m 25034 69 492 33235 2037 3744 70002 18614 44926 133542
v 26 632 76701 35195 2766 3726 76346 18096 50578 145020
1992+

1 26 650 77 864 36796 3555 3724 80892 15977 51720 148589

S12



5.6 HELSINKI STOCK EXCHANGE

:":IT e Share prices Turmover', mill. FIM
sl
haer- HEXindex (Dec. 28, 1990=1000) Shares  Bonds Total
:."-'" By ovmership By industiry "'.-ib;_ "::""
index Re- Non- Banks Insur- Manu- tion
strd re- and ance factur- Of which rights
siricted finance and ing
invest- Forest Melal Con-
ment indus- and glom-
fries engi~ o
neer-
ing

1 2 3 4 5 6 7 8 9 10 11 12
1987 1284 1264 1385 1449 1054 1285 1421 1342 1369 26641 4604 31245
1988 1692 1727 1473 1825 1371 1705 1591 1629 2013 31734 5718 37452
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536
1990 1330 1322 1393 1260 1182 1374 1435 1281 1472 15521 4550 20071
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7 655
1991
May 1071 1051 1210 1001 1000 1123 1169 1171 1179 692 62 754
Jume 1031 1010 1184 977 963 1076 1089 1128 1139 710 111 821
July 983 971 1076 912 942 1023 1032 1094 1076 307 51 358
Avug. 986 971 1095 915 950 1025 1049 1098 1073 324 58 382
Sept. 914 897 1032 829 904 948 1007 1037 974 373 61 433
Oct. 846 833 945 755 807 891 988 994 889 447 40 487
Nov. 831 819 927 727 745 884 1038 978 856 406 36 442
Dec. 787 779 853 664 618 857 1060 955 807 487 125 612
1992
Jan. 852 837 961 681 646 950 1187 1056 909 790 69 859
Feb. 904 889 1011 649 653 1040 1252 1244 990 648 65 712
March 858 845 959 595 612 991 1159 1204 941 581 41 622
April 805 791 907 530 552 941 1124 1171 878 418 23 441
May 849 838 929 542 538 1014 1202 1317 950 674 104 778

' During period.

S13
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS
6.1 CURRENT ACCOUNT, wmiL.Fm

D-ﬂns

rnds, ool

recoipis

Travel

Services Exporis
recoipis services molpls, drods

(2+3+4) :.rvl;u

Invest-
ment
income

other

Current Imporis

fors l-d account of

Trans-

Travel
porl.x- ox-
oods, pondi-

ndi-
income (6+1l-|’-':) zl.l. for

Other
services
@X=
pendi-
fure

1987
1988
1989
1990
1991*

83826
91313
98265
99750
91263

6387
7026
7662
8347
8111

3736
4280
4497
4650
5041

6099
6132
6277
6081
5218

16222
17 438
18436
19077
18370

27418 1879 1129 2114 5122
1990

1 24 356
n 26 482
m 22902

26010

1984
2096
2189
2078

794
1070
1598
1188

1621
1546
1186
1728

4399
4712
4973
4994

1991+

1 21988
n 21245
m 22790
25240

1842
1998
2155
2117

914
1256
1628
1242

1340
1140
1124
1613

4097
4394
4907
4972

1 24796 1890 1130 1502 4521

100048
108 750
116701
118827
109633

32540

28755
31194
27875
31004

26085
25639
27 697
30212

29317

6162
9377
10212
12739
13875

7 8

3231
4415
3652
4461
5112

109441 81867
122543 91232

130565 104 400

136027 101967
128619 86696

3211

3190
3299
2 607
3642

3552
3586
3462
3274

3586

944

1084
1142
1104
1130

1239
1323
1232
1318

1282

36 694

33028
35635
31587
35776

30876
30 549
32390
34805

34185

29708

24733
27 406
23 063
26765

22093
20972
20602
23029

22794

2610
3338
3869
4363
4082

1080

928
1104
1054
1277

897
1074
1112

999

915

6811
7907
8969
10766
11089

6488
7390
8759
9503
10968

2446 2285

2514
2581
2912
2760

2250
2190
2089
2974

2592
2583
2899
3014

2830
2597
2447
3095

2726 3175

Derin
porio

’ lorvleel I-porll

|ll'0, |.ocll ax- other
total pendi- ex-
(11+12 lervlm I-re pendi-
+13) (10+14) ture

expen- (
diture
(15+16
+17)

Trade Trans-
ment Ierllnd account accownt

1-10} (2-11)

Travel Other
{3-12)
(4-13)

Services Goods

services account
{20+21

+22)

and
nrvl-

(19+23)

Trans-

income, and

net others,

-uouni (7-16) net
(8-17)

fors account
(24+25
2‘

14 15 16 17 18

1987
1988
1989
1990
1991+

15909 97775
18 634 109 866
21596 125996
24 632 126 599
26139 112835

5811 35519

5693
5874
6054
701

30426
33281
29117
33776

6319
6254
6458
7108

28411
27226
27 060
30137

6815 29609

13356 5860
17033 6975
21882 7561
26973 8967
29433 10172

6299 1827

6218
7198
6415
7141

2167
2378
2132
2289

8168
7555
6921
6788

2973
2161
2169
2 869

8718 3039

116990
133 874
155439
162 540
152 440

43 645

38811
42 857
37 665
43206

39 552
36943
36150
39795

41367

1960
80
6134
-2218
4567

3778
3689
3793
3984
4030

2291 799

=378
-924
-161
-755

1056
992
1136
801

-104

273
2188
2211

945
924
1043
1118

2001 975

3075 -390
3627 -1258
4471 2482
6117 3422
-6048 5750

-1316 -171

-1720
1511 644
-1314 903
-1572 1246

-629

-1678 -1489
-1327 1457
-1271 1323
-1772 -1481

-1596 -1673

313
-1196
3160
-5555
7769

689

-1293
-1163
-1082
2017

2222
-1860
-1 551
2136

-2294

2273
1116
9294
71772
3202

-2980

-1671
2087
-1243
2772

2326
-1587
637

75

-292

7194
-7 656
-11670
-14234
-15559

-3088

-3028
-3899
-3808
-3499

4616
-3969
3460
3514

5132

26 27

-2629 7550
-2560 11331
-3910 24874
-4 506 -26 513
-5060 -23 820

-883 -6951

-1084
-1236
-1028
-1159

5783
~7222
-6078
-7 430

-8676
-6 395
-3760
4990

-1734
-838
937

-1551

-1757 -7182



6.2 CAPITAL ACCOUNT!, miL.Fm

,,,.hs Imporis of long-ferm capital Exporis of long-term capital Long-  Basic
perio Direct Porifolic Louns Other Total Direct Portiolio Loams Other Total :::m-l balance
invest-  invesi- long- {1+2 Invest-  invest- long- {6+7  accoumt

mentin mentin term +3+4) ment ment term +8+9) (5-10)

Finland Finland capital abroad abread caphial

1 2 3 q 5 (1 7 8 9 10 11 12

1987 1165 98287 8617 91 11945 5015 2285 16697 272 92417 27047 —4846"
1988 2218 143557 30627 85 19720 10919 1248 39317 292 163907 33317 -8001"
1989 2095 14756 8608 79 25538 13327 180 53237 273 191037 64357-18439"
1990 3010 22656 19674 169 45509 124N 577 499 294 12843 32666 6153
1991* 131 34734 12639 561 48064 8501 456 915 101 9060 39004 15184
1989
v 1012 2804 5323 75 9214 4136 -190 147 102 40347 51807 171"
1990
] 575 6788 12238 126 19727 2038 302 1438 156 3934 15793 10010
n 326 2836 1657 -34 4785 2739 425 2374 0 4688 97 7125
m 85 6702 2518 -26 9279 2640 284 2963 10 -29 9308 3230
v 2024 6330 3261 103 11718 5054 416 -1348 128 4250 7468 38
1991+
1 549 8008 3402 -267 11693 2090 4 18 165 2278 9416 739
]| 358 14185 3779 484 18806 1697  -368 643 -19 1953 16853 10458
m 269 9400 2783 61 11853 1966 402 -520 -2 1846 10007 6248
v =507 3140 2674 404 5712 2748 494 774 —44 2983 2729 -2262
1992+
1 690 4563 575 806 5484 2518 269 178 275 3240 2243 4939
Durin Imports of shori-term capital Exporis of shori-term caplial Errors Shori- Overall Change
peri and term balance in ceniral

Short=- Trade Other Tolal Shorl- Trade Other Tolal omis- capital excl. bank’s

ferm credits short- (13+14 term credits shorl- (17+18 sions account reserve foreign

caphtal term +158) capital form +19) {16-20 move- exchange

imporis capl exporis cupital +21) ments reserves

of aw- of au- (12+22)

thorized therixed

bhanks banks

13 14 15 16 17 18 19 20 21 22 23 24

1987 19324 665 3835 22494 60887 -183 1268 -5003" 6915 205817 15736 -15736
1988 10950 -399 -811 9740 23317 644 1995 49717 34157 8183 183 -183
1989 4285 1627 3679 9592 14627 475 710 26477 55337 124787 5961 5961
1990 16258 1119 1357 16020 -2290 -1254 1244 -2300 -9381 8939 15092 -15092
1991* -13133 822 ~1195 13506 6049 963 3303 10314 2232 -21588 -6404 6404
1989
v -16243 2915 -148 -13476 -11860" 24 615 124517 8247 _1849" 3620 3620
1990
1 19514 731 956 21201 8907 =593 1575 9889 -10475 836 10847 -10847
n 9095 594 1742 7947 2936 =593 -103 2240 2192 7899 774 -774
1 -1155 201 517 -838 729 -34 238 525 -857 1170 2059 -2059
v ~11196 -6 1088 -12290 -13404 =34 467 -13905 -241 1374 1412 1412
1991*
1 18038 1035 2412 19415 22472 -602 3978 25847 259 -3841 3102 3102
]| -10815 3 -588 -11399 515 -516 1972 1971 691 12679 -2221 2221
i -16 261 392 -541 16411 3091 1048 1873 -170 3088 -13153 -6905 6905
wv -4094 1461 2478 5111 -13847 1032 4520 -17334 -4137 8085 5824 -5824
1992+
1 2011 120 3553 1661 4080 899 1747 1435 201 3297 1641 1641

! Capital account data are bosed on surveys as from the beginning of 1991. The resulting figures conform more closely to the IMF’s

recommendations.
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6.3 FINLAND’S FOREIGN LIABILITIES AND ASSETS, miLL. Fim

Endof Long-term liabilities Long-term assels Long-
poriod term
Direct Port- Loans Other Total Direct Pori- Loans Other Total debt,
invest- folio long- (1+2+ invest- folio long- (6+7+ net
meontin  invest- ferm 3+4) ment invest- ferm 8+9) {5-10)
Finlund mentin capital abroad ment capital
Finland abroad
1 2 3 4 5 6 7 8 9 10 11

1987 10339 54317 30379 830 95865 17892 6975 153717 2192 424307 53435"
1988 12673 68957 33117 915 115662 24199 8223 194177 2484 543237 61339'
1989 160937 82313 40110 994 139510r 33234 76807 245727 2757 682437 71267"
1990 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228
1991* 18782 143558 69264 5427 237031 57402 7353 27923 6161 98839 138192

1989
v 160937 82313 40110 994 1395107 33234 76807 245727 2757 682437 71267"
1990
1 16556 85070 50790 1120 153536 34829 7898 25771 2913 71411 82125

n 16769 86559 52247 1086 156661 37124 7457 28102 2913 75596 81065
1 16741 90866 54362 1060 163029 39321 7330 24996 2923 74570 88459
v 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228

1991+

1 19200 111648 56270 4234 191352 46021 7214 25982 5914 85131 106221
n 19558 125678 61363 4741 211340 47718 6885 27086 6061 87751 123589
m 19289 130857 63708 4718 218571 49684 7302 26013 5934 88933 129639
v 18782 143558 69264 5427 237031 57402 7353 27923 6161 98839 138192

1992+

1 19472 151392 70344 6422 247630 59920 7931 29088 6738 103677 143953

End of Shori-torm liabilities Short-term assets Short- Debt, (Net  Netin-

period term net invest- vesiment
Bankof Shori- Trade Other Total Bankof Shert- Trade Other Total liabil- (11+22)|ment expendi-
Finland's term  crodils short- (12413 Finland’s term credits shorl- {17418 ifies, ex- turein
short-  labil- ferm +14+15) shorl-  ussois ferm +19+20) net pendi- relation
ferm IHes of liabil- ferm of assels {16-21) fure tfocur-
liabil- avthor- itles assets awthor- rentac-
Ities Ized ized cownt

banks banks recelpts

12 13 14 15 16 17 18 19 20 21 22 23 24 25
1987 3362 73132 11470 9691 97654 31134 323107 15397 2663 815057 161507 69585 7194 6.6
1988 3341 83828 11070 9039 107278 32037 321087 16041 4789 84975" 223037 836427 7656 62
1989 3558 88751 12697 12883 117889 25113 33569" 16516 5666 808647 370247 108291711670 9.0
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 14234 105
T1991* 3149 101837 14238 15765 134987 35922 35615 15841 10633 98011 36976 175169 15559 12.2

1989
v 3558 88751 12697 12883 117889 25113 335697 16516 5666 808647 370247 1082917 3088 84
1990
1 4036 108663 13428 13808 139936 35895 42476 15924 7218 101513 38423 120548 3028 9.2

n 4195 118120 14023 12066 148404 36764 45412 15331 7126 104634 43770 124835 3899 10.9
m 4071 117679 13468 12544 147763 38454 44683 15297 7325 105759 42004 130463 3808 12.1
v 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 3499 98

1991*

1 3399 127305 12323 17314 160341 37748 48792 13766 11366 111672 48669 154890 4616 149
n 2889 117997 12318 17597 150801 36023 50406 13271 13753 113453 37348 160937 3969 13.0
i 2826 100908 12710 16845 133289 29006 47064 14326 15153 105549 27740 157379 3460 10.7
v 3149 101837 14238 15765 134987 35922 35615 15841 10633 98011 36976 175169 3514 10.1

1992+
S16 1 3185 102919 14336 18612 139051 35429 32746 16858 12918 97952 41099 185052 5132 150



e
6.4 FINLAND’S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, MiLL Fim

End of

Lomng-term liabilities

Long-term assels

Long-

[ 4

Cor- Banks Other Ceniral

poraie
secior

financial govern-
institu-

ment

Total

(1+2+
3+4+5) secior

Cor-

poraie

Banks Other Ceniral Other
finandial govern-
Instive-

tions

fermn
Total labil-
(7+8+9 ities,not
+10+11) (6-12)

1987 39522
1988 46471
1989 530097
1990 65553
1991* 78794

1989
v 580097
1990

1 63 564
1] 63097
m 62837
v 65553

1991*

1 70427
n 75950
m 76261
v 78794

1992*
1 80600

17 365
27 427
40199
56 394
69325

40199

47288
49935
54562
56 394

58297
65895
66 897
69325

67 645

9777
14 339
17 665"
21 694
31821

17 6657

19317
20635
21377
21 694

25781
29985
30358
31821

32398

28 691
26 926
23063
29174
56377

23063

22763
22 359
23580
29174

36123
38814
44 332
56 377

509
499
574
610
713

574

604
636
673
610

724
696
723
713

65370 1617

95 865
115662

7

19493
25093

162427
216077

1395107 348287 260487

173424
237031

45372
59707

28423
29 691

1395107 348287 26048 "

153 536
156 661
163 029
173424

191352
211 340
218571
237031

247 630

35903
37981
39882
45372

47990
50227
52079
59707

62705

27707
29908
27193
28423

28124
28028
27 556
29 691

30 634

3403
3573
2313
2075
2092

2313

2388
2118
1763
2075

2114
2093
2109
2092

2271

2653
3101
3517
4279
4752

3517

3699
3734
3772
4279

4651
5040
4655
4752

5367

639
949
1537
2047
2597

1537

1714
1855
1960
2047

2252
2362
2534
2597

2700

424307 53435'
54323" 613397
682437 71267°
82196 91228
98839 138192

682437 71267°

82125
81 065
88459
91228

7141
75596
74570
82196

85131
87751
88933
98 839

106 221
123 589
129 639
138192

103 677 143953
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7. FOREIGN TRADE
7.1 EXPORTS, IMPORTS AND

7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT

THE TRADE BALANCE, MiLL. Fim VALUE AND TERMS OF TRADE, 1980=100
Period Volume Unitvalue Terms of
trade
:::..'. Exports, Imports, Fﬂ‘_‘:,“ Exports  Imports Exporis Imports
1 2 3 1 2 3 4 5
1987 85516 82 807 2709 1987 118 119 138 AR 116
1988 92 902 92118 784 1988 121 130 145 122 119
1989 99784 105516 -5732 1989 121 144 156 126 123
1990 101 327 103027 -1700 1990 125 138 154 128 120
1991* 92876 87 720 5156 1991* 114 115 154 131 118
1991* 1989
April 8704 7872 832 v 134 163 157 126 125
May 7 651 7186 465
June 5294 6207 -913 1990
July 8026 7 070 956 1 122 134 © 153 128 120
Avg. 7 057 6706 351 ]| 132 151 154 126 122
Sept. 8156 7139 1017 m 114 124 155 129 120
Oct. 8494 7 885 609 v 130 139 154 133 116
Nov. 8950 7272 1678
Dec. 8207 8130 77 1991*
1 110 117 154 131 118
1992* ]| 107 112 153 130 118
Jan, 7 585 7216 369 m 113 109 156 132 119
Feb. 8282 7 809 473 v 124 118 156 135 116
March 9 347 8148 1199
April 8744 8434 310 1992*
1 118 112 162 142 114
7.3 FOREIGN TRADE BY MAIN GROUPS, MmiLL. Fim
Durin: Exporis by Indestries, f.0.h. Imporis by use of goods, c.i.f.
port Wood Paper  Chemical Motaland Other Ruw  Crudeoil, Finished goods Other
industry indusiry indusiry emgineering goods mulerials feelsand d
producis producis products ndusiry {oxcl. lubricanis Investment Comsemer
producis crude oil) goods goods
1 2 3 4 5 6 7 8 9 10
1987 7470 27058 7770 26230 16988 41175 9406 14138 17 478 610
1988 7 567 30474 8450 29225 17186 45791 7533 17274 20 828 692
1989 7416 32513 8844 32682 .18329 51786 8310 20606 24 055 759
1990 7811 31658 9540 35493 16825 49210 9829 19364 23 888 736
1991+ 7 009 29699 10538 29163 16467 42440 9445 14009 21205 621
1991*
April 578 2577 896 3297 1356 3914 600 1326 1998 34
May 592 2454 835 2 396 1374 3774 700 1091 1612 9
June 283 1009 804 2035 1163 3011 905 957 1299 35
July 704 3277 693 2135 1217 3453 670 1111 1833 3
Avg. 571 2 587 733 1854 1312 3225 806 992 1648 35
Sept. 642 2 442 955 2578 1539 3537 854 1015 1727 6
Oct. 654 2 681 965 2628 1566 3607 1215 1130 1803 130
Nov. 661 2835 1062 2880 1512 3550 962 1006 1732 22
Dec. 576 2429 976 2793 1433 3576 952 1658 1649 295
1992*
Jan. 528 2444 987 2197 1429 3574 690 1090 1747 115
Feb. 643 2589 1087 2302 1661 3904 611 1282 1895 117
March 654 2761 1180 3092 1660 4259 664 1047 2079 99
S18 April 748 2799 1066 2574 1557 4 301 707 1392 1915 119



7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Exports, f.o.b.

Imports, c.i.f.

Region and
couniry 1991+

1992*
Junvary-March

1992*
Janwary-March

MIILFIM Percontuge MIILFIM Percentage

Mill.LFIM Percentuge

Mill. FIM  Percentage

share change from share chuange fro
ding i
spo!
ihe proviass e provious
year year
1 2 3 [ ] 5 6 7 8
All OECD countries 75795 81.6 20976 13.2 70023 79.8 18 687 3.8

OECD Europe 67 025 72.2 18 998 13.0 57776 65.9 15636 54

Of which:

Austria 1227 1.3 330 14.1 1054 1.2 265 -6.6
Belgium and

Luxembourg 2 403 2.6 706 12.9 2252 2.6 664 19.8
Denmark 3445 3.7 960 9.8 2993 3.4 781 4.7
France 5492 59 1976 41.0 3673 4.2 1063 7.2
Germany 14 331 15.4 4148 16.9 14 834 16.9 3858 4.2
ltaly 3303 3.6 1006 21.5 3661 4.2 907 -11.3
Netherlands 4 653 5.0 1317 14.1 2974 3.4 847 11.5
Norway 3079 3.3 901 16.2 3978 4.5 819 -19.5
Spain 2534 2.7 671 8.5 1008 1.1 370 22.0
Sweden 12 884 13.9 3298 2.3 10 806 12.3 2741 -2.9
Switzerland 1813 2.0 481 3.3 1573 1.8 478 12.4
United Kingdom 9613 10.4 2576 5.6 6739 7.7 2190 38.8

Other OECD 8770 9.4 1978 15.8 12247 14.0 3051 -3.8

Of which:

Canada 720 0.8 138 -18.1 547 0.6 137 4.4
Japan 1393 1.5 379 9.6 5287 6.0 1317 -13.7
United States 5648 6.1 1198 20.1 6032 6.9 1486 4.1
Non-OECD European
couniries 6531 7.0 1815 15.4 9577 10.9 2035 -5.1

Of which:

Russia' 4521 4.9 796 . 7 455 8.5 1393 -18.8
Other countries 10550 11.4 2424 9.9 8120 9.3 2 452 15.4

Of which:

OPEC couniries - 1977 2.1 371 -14.2 1306 1.5 181 -63.3
TOTAL 92876 100.0 25214 13.1 87720 100.0 23173 4.1
Of which:

EC countries 47 567 51.2 13863 15.8 40224 459 11285 10.1
EFTA countries 19113 20.6 5033 5.4 17 447 19.9 4324 =5.1

! Until the end of 1991, the Soviet Union; figures for Estonia, Latvia and Lithuania were included in those for the Soviet Union

until October 1991.

519



8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MiLL.FiM, 1985 PRICES

(seasonally adjusted figures)

Period Conswmption Fixed Change Domestic Exports imporis GDP
expendlture invesiment in stocks, demand (6+7-8)

incl. statistical (1+2+3+4+8)

Privaie Public Private Public discropuncy

1 2 3 4 5 6 7 8 °

1987 199981 73458 72761 11654 2246 360100 102127 106568 355659
1988 209956 75190 81839 11446 9062 387493 105897 118405 374985
1989 218775 77117 95178 11234 14 056 416360 107552 128834 395078
1990* 219654 80600 88534 12691 13 675 415154 109236 127735 396655
1991* 210048 82433 71258 12718 4735 381192 102255 110820 372627
1989

im 54850 19327 24486 2832 4 467 105 962 26153 32800 99315
v 55135 19488 25129 2990 4546 107 288 27 626 34301 100612
1990*

[} 55028 19885 23746 3161 2916 104 736 27310 32548 99497
n 55396 20075 22164 3306 4 601 105 541 29005 34251 100295
m 54836 20244 21251 3076 3 409 102 815 26442 30242 99015
v 54394 20396 21374 3148 2750 102 061 26479 30694 97847
1991*

1 53206 20343 20509 3084 2091 99234 25740 29597 95376
n 52505 20541 18568 3332 591 95537 24376 26728 93186
(1] 52423 20704 17168 3248 -106 93 438 26849 27672 92614
v 51914 20845 15013 3053 2159 92983 25290 26822 91451

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1985=100

(seasonally adjusted figures)

Poriod Total Minlng and Manu- Wood and Metal and Other Energy
indusiry quarrying facturing paper engineering mane- and water
industvies Industrios facturing swpply
{100.0) (1.6) (87.9) {16.5) {30.0) (41.4) {10.5)
1 2 3 4 5 6 7
1987 107.2 99.9 107.2 106.5 110.2 105.4 107.8
1988 110.9 108.8 111.0 113.1 114.5 107.6 110.1
1989 114.6 117.9 115.0 116.6 121.5 109.6 110.5
1990* 113.9 115.5 114.0 114.6 121.8 108.0 112.9
1991* 104.2 101.4 102.4 103.9 107.7 97.8 119.6
1991+
March 108.3 107.5 107.2 107.8 115.2 100.9 116.8
April 105.9 100.4 104.4 107.2 110.3 99.8 119.8
May 105.2 90.2 103.3 106.7 1113 96.2 124.1
June 100.0 79.7 98.9 90.4 103.0 97.3 115.2
July 106.7 101.8 104.5 105.4 110.0 101.0 1222
Avug. 102.1 111.7 100.0 102.4 103.0 97.0 120.9
Sept. 101.5 103.9 99.1 103.4 102.0 95.3 125.7
Oct. 100.8 102.5 981 103.3 101.6 93.5 123.1
Nov. 100.3 95.9 98.5 103.4 101.2 94.3 114.9
Dec. 102.1 101.6 100.7 104.2 104.7 96.4 112.1
1992+
Jan. 103.8 102.4 101.8 103.2 109.0 95.9 116.5
Feb. 105.8 105.8 104.1 112.1 113.8 93.9 117.3

S20 March 110.1 117.8 108.8 110.1 124.3 97.0 118.5



8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

{seosonally odjusted figures)

Period Vel of Vel of Vel of Of which: Imports of Monthly

wholesale retail ction Invesiment indicator

irade trade ofbulldings Residontlal Indusirial Other goods of GDP
bulldings  buildings buildings
1 2 3 4 5 6 7 8

1987 111.3 107.7 95.6 89.0 101.0 102.6 114.3 107.0
1988 116.7 113.0 108.6 106.0 113.4 110.6 135.0 110.7
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 115.5
1990+ 119.9 111.7 127.3 124.8 161.7 122.1 144.6 116.7
1991* 101.2 103.9 104.4 95.2 128.5 108.3 102.3 110.7
1990*
Dec. 107.1 106.7 . . . . . 113.3
v 112.8 108.9 118.8 114.0 166.8 117.4 144.1 114.7
1991+
Jan. 111.1 104.9 . . .. . . 113.8
Feb. 108.4 104.6 - . . . .. 112.3
March 96.2 102.7 . . . . . 111.3
April 109.0 106.5 . . . . . 112.1
May 101.8 105.1 . . .. . .. 110.9
June 97.8 103.7 . . . . .. 108.7
July 107.3 107.2 . . . . . 112.6
Avg. 99.3 104.3 . .. . w . 109.9
Sepf. 99.5 103.4 ) . . . . 110.0
Oct. 94.8 102.5 . . . . . 109.0
Nov. 94.9 102.3 .. . . . . 108.6
Dec. 94.5 100.1 . . . . . 109.3
1 105.2 104.1 112.9 109.4 156.3 109.4 110.0 112.5
n 102.8 105.1 111.6 100.9 153.5 118.0 100.4 110.6
m 102.0 105.0 99.5 90.3 90.6 109.6 86.3 110.9
v 94.7 101.6 93.6 80.0 113.6 96.1 112.6 109.0
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8.4 WAGES AND PRICES, 1985=100

Period Index Con- Baslc Produc- Bymarketing Building
of wage By seclors sumer price By origin erprice area cost
and price Index ——  jndex — index
salary Private Central Local Non- index for Domes- Import- for Expori- Home
earnings Total Ofwhich: gov- gov- profit domestic te od mane- ed market
Monvfac- ern- omm- insti- pply good: good fac- goods goods
fering wment ment futions turing
(SIC3)
1 2 3 4 5 6 7 8 9 10 11 12 13 14

1987 1144 1145 1134 1157 1133 1152 1072 979 1002 893 973 981 968 109.
1988 1247 1246 1227 1288 1220 1280 1126 1015 1049 8.1 1017 1038 1007 1163
1989 1357 1365 1338 1374 1321 1371 1200 1073 1113 926 1078 1105 1064 1255
1990" 1482 1489 1469 1498 1448 1501 1273 1109 1157 936 1100 1104 1098 1345
1991 1576 1583 1563 1580 1548 1589 1326 1112 1158 942 1099 1087 1104 1373

1991

April . - . . . . 1322 1112 1160 935 1095 1087 1099 1374
May . . . . - . 1328 1112 1160 936 1094 1084 1099 1374
June - . - . . . 1327 1111 1160 935 1098 1090 1102 137.2
July . . - . . . 1327 110 1156 940 1096 1083 1102 1378
Avg. - . - - - . 1328 1108 1152 945 1094 1082 1101 1375
Sept. - . - - . . 1330 1108 1153 944 1097 1085 1103 1378
Oct. . - - - - . 1333 1110 1156 944 1098 1080 1107 1375
Now - - . - - . 1334 1112 1153 961 1101 1084 1109 1374
Dec. - - . . - . 1340 1113 1154 963 1108 1107 1109 137.1
] 1546 1557 1537 1545 1509 1543 1314 1116 1166 934 1101 1089 1106 137.1
n 157.6 1585 1565 157.9 1545 1590 1326 1111 1160 935 1096 1087 1100 1373

m 1586 1589 1565 1595 1566 1610 1328 1108 1154 943 1096 1083 1102 1377
) 159.6 1602 1583 1599 1573 1614 1336 1111 1154 956 1103 1090 1108 1373

1992

Jan. . . - - - . 1347 1118 1154 984 11101 1114 1110 1365
Febh. - . . . . . 1350 1120 1156 99.0 1114 1116 1113 1365
March - . . . . . 1354 1121 1156 992 1115 1117 1114 1365
April - - . . - . 1359 1123 1158 998 1120 1120 1120 1355
I 1602 1608 1592 1605 1580 1618 1350 1119 1155 989 1113 1116 1112 1365

! Preliminary figures for columns 1—6.
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8.5 LABOUR, EMPLOYMENT AND UNEMPLOYMENT {seasonally adjusted figures)

Period Lubowr Labour Total Unem- Unem-
force force employ- Byindusivial status By industry ployed ployment
i (415) Sl d ri-  Ind < Service rate
p:li':n { + - o an m - ndustry on-.. i
amon (6+7+849) earmers and
18-7 forestry
yeoarolds
% 1000 p %
1 2 3 4 5 6 4 8 9 10 11
1987 68.6 2554 2423 372 2051 251 569 184 1419 130 5.1
1988 638.4 2 546 2431 368 2062 238 553 188 1452 116 4.6
1989 48.7 2 559 2470 367 2104 218 561 199 1492 89 3.5
1990 638.4 2 556 2467 360 2108 207 556 205 1500 88 34
1991 67.4 2533 2340 340 2 000 197 502 179 1461 193 7.6

1991

April 68.1 2 556 2391 342 2049 200 515 193 1483 164
May 674 2530 2 359 341 2018 196 516 186 1460 172
June 672 2525 2338 344 1994 193 51 179 1456 187
July 672 2527 2332 331 2001 196 499 180 1456 196
Avg. 672 2530 2328 341 1987 205 495 181 1447 201
Sept. 67.0 2524 2299 328 1972 189 486 165 1459 224
Oct. 670 2526 2282 330 1952 198 481 159 1445 244
Nov. 66.9 2523 2272 337 1935 196 473 166 1438 251
Dec. 66.9 2524 2255 330 1924 197 472 158 1428 270

SvoVmNNNOO
NONOON A0 D

—

1992

Jan. 665 2510 2231 330 1901 195 465 152 1420 279
Feb. 66.6 2518 2222 325 1897 188 461 161 1412 296
March 66.5 2514 2217 326 1891 196 460 152 1410 296
April 658 2485 2190 324 1866 184 455 150 1401 296

O —
—_ e ——
O o oo —
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, MILL. FiM, CASH FLOW BASIS

Dlll'illl Revenue Exponditore
e
P Direct Indirect Other Other Rev- Redemp- Rovemve Comsump- Trams-
taxes faxes faxesand revenve enve Homs before tion fers and Of which:
similar before of borrowing sub _—
revenue fimancial loans (5+6) sidies Local Otherdo-
Ium- ranfed govern- mestic
aclion 'iy meont sectors
(I+2+3+4) state
1 2 3 4 5 6 7 8 9 10 11

1987 29454 57312 491 12391 99648 2482 102129 29419 59498 26456 30964
1988 35339 66348 473 13629 115789 2557 118346 32266 65502 29757 33108
1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715
1990 42611 77364 953 18423 139351 4260 143611 41535 81190 37646 40313
1991 41054 73251 1136 19182 134624 4442 139069 45085 101220 42297 55160

—

1991

Feb. 2995 6373 111 1174 10653 121 10775 3421 7309 3079 3422
March 2876 5452 126 1522 9976 64 10040 3453 7218 3431 3667
April 2954 5586 44 2607 11191 1771 12962 3638 8726 3286 5333
May 1575 6096 70 1471 9212 341 9553 3784 8164 3600 4278
June 5619 6144 -81 1615 13297 499 13797 3789 8622 4041 4109
July 5450 6176 97 1794 13517 144 13661 4778 7889 3360 4290
Avg. 3120 6425 77 1020 10642 157 10799 3247 7817 3387 4205
Sept. 3336 6164 69 1303 10872 124 10996 3610 7895 3458 4271
Oct. 3080 5759 99 1150 10088 85 10174 3763 9259 3433 5574
Nov. 3296 6173 229 1763 11461 711 12172 3728 10423 4263 5979
Dec. 3876 6691 66 2636 13270 418 13688 3927 10463 3857 5844

1992

Jan. 2963 5805 98 867 9733 10 9743 4311 8447 3360 4963
Feb. 2854 6461 84 1098 10497 7 10504 4000 8004 3387 4449
During ExpendHwre Fi ial balunce

el S bemate i Smmie R o o
ment fure financial financlal redemptions sur- rowing rowing =Iu
fransaclions invesiment of state dobt plus wirement {18+19)
(8+9+ (14+15) (5-14) 7-16)
12+13)
12 13 14 15 16 17 18 19 20

1987 7089 4732 100738 5672 106 410 -1090 -4 280 7 604 3324
1988 7 565 5614 110946 6 529 117476 4842 870 1853 3287
1989 8 393 5343 120826 7 566 128390 11490 7 851 -4 009 3842
1990 5962 4927 133614 9319 142934 5737 678 1201 1879
1991 5370 6368 158044 13328 171372 -23420 -32304 25 659 -6 645
1991

Feb. 333 288 11 351 774 12125 —698 -1350 -152 -1502
March 380 641 11 692 958 12649 -1716 -2 609 4 634 2025
April 418 1050 13832 2 893 16725 -2 641 -3763 -17 -3780
May 505 891 13344 1051 14394 -4132 —4 841 1080 -3760
June 450 311 13172 1429 14 601 125 -804 492 -312
July 460 187 13314 847 14162 203 =501 2382 1881
Avg. 416 67 11413 826 12 240 -771 1441 1180 -261
Sept. 498 523 12526 829 13355 -1654 -2 359 3242 883
Oct. 567 713 14 302 993 15295 4214 -5121 4 991 -130
Nowv. 458 327 14936 1012 15947 -3475 3775 5865 2089
Dec. 526 892 15809 798 16 607 -2539 -2 920 =211 -3131
1992

Jan. 340 846 13944 792 14737 —-4211 -4 994 1161 -3833
Feb. 314 168 12 486 839 13324 -1989 -2 820 7 885 5065
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e —————————————————
NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

Unless otherwise stated, the source
Ior %ompller of figures is the Bank of Fin-
and.

Symbols used

* Preliminary

r Revised

0 Less than half the final digit shown
Logically impossible

.. Data not available

- Nil
S Affected by strike
_ DBreakin series

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

NOTES AND EXPLANATIONS
TO TABLES

1 THE BALANCE SHEET OF THE
BANK OF FINLAND

Table 1.2 Domestic financial sector.
Term claim on deposit banks (Column
13) = term creadits (from December
1986 to July 1987) + bank certificates
of deposit held by the Bank of Finland
gsince March 1987). Other liabilities to
inancial institutions, net (Column 17) =
capital import deposits + other liabili-
ties to financial institutions — bonds and
debentures — other claims on financial
institutions. Corporate sector. Claims in
the form of special financing (Column
19) = export bills + new-export credits
+- financing of domestic deliveries.
Special deposits, net (Column 20) =
deposits for investment and ship pur-
chase + capital import deposits +
export deposits + other liabilities to
corporations — bonds — other claims on
corporations.

2 THE BANK OF FINLAND'S
MONEY MARKET OPERATIONS

Table 2.1 Money market instru-
ments (Columns 1-3) denote bank cer-
tificates of deposit, Treasury bills and
banks' fixed-term deposits with the
Bank of Finland. Matured money mar-
ket instruments, net, comprise both
purchased and sold instruments.

Table 2.2 As from the beginning of
1990, the statistics on the forward
exchange market are based on data on
individual contracts against the Finnish
markka as reported by banks (exclud-
ing Columns 5 and 6). The new statisti-
cal system covers all authorized banks
and contracts. The rates of exchange
used in the statistics are the forward
rates on the contract date.

Table 2.3 Bank CDs held by the
Bank of Finland (Column 2} include
term credits. Holdings of CDs issued
by the Bank of Finland (Column 5)
inciude term liabilities.

3 RATES OF INTEREST

Table 3.1 HELBOR (Helsinki
Interbank Offered Rate) (Columns 2~5):
The HELIBOR raté for each maturity is
calculated by the Bank of Finland as
the average of the offered rates for cer-
tificates of deposit quoted daily at 1
p.m. br the five largest banks.

Table 3.2 The rates shown are
based on the lending rates quoted for
the respective currencies in the Euro-
market. ECU (Column 1): the weights
of the ECU basket. 3 currencies (Col-
umn 2): DEM 60, USD 30 and GBP 10
per cent. 14 currencies (Column 3):
weighted according to the relative
shares of the respective countries in
Finland's foreign trade (= weights of
the Bank of Finland's trade-weighted
currency index = the old Bank of Fin-
land currency index). Until March 1989,
the index consisted of 12 currencies.

Table 3.3 The covered Eurodollar
rate is a computed rate of interest for
the markka obtained by adding the
difference between the forward selling
rate and the spot selling rate for the
U.S. dollar expressed as an annual rate
of interest to the Eurodeposit rate for
the dollar. The rates shown are based
on daily quotations at noon by two
banks.

Table 3.4 Lending. New credits
(Columns 1-4): rates of interest on new
credits drawn during the month are
average monthly rates weighted by
loan amounts. Annual rates are arith-
metic averages of monthly observa-
tions until 1987 after which they are
weighted by loan amounts. Average
lending rates (Columns 5 and 6) are all
weighted by loan amounts. As from
January 1989, the loans of Postipankki
Ltd have been included in the commer-
cial banks’ outstanding stock of loans.
Deposits. 24-month tax-exempt depos-
its (Column 7): 24-month deposits are
tax-exempt if they carry a rate of inter-
est which is at most the Bank of Fin-
land’'s base rate less 1 percentage
point (since December 1989). Other
tax-exempt deposits (Cofumn  8):
Deposits other than 24-month deposits
are tax-exempt if they carry a rate of
interest which is at most the Bank of
Finland's base rate less 4 percentage
points (since January 1989). Up il
December 1988, the figures for tax-
exempt deposits (Columns 7 and 8)
are the rates of interest applied to
standard tax-exemgt deposit accounts
as agreed upon between banks. All
markka deposits (Column 9): the stock
of deposits comprises all markka
deposits by the public. The monthly
and annual average rates of interest
are weighted by deposit amounts.
Other funding (Column 10): CDs out-
standing + promissory notes + bonds.
The average rate of interest is weighted
by amounts. Total markka funding (Col-
umn 11); markka deposits by the pub-
lic + banks' other markka funding. The
rate of interest is weighted by amounts.

Table 3.5 Secondary market yields.
Reference rates (Columns 1 and 2) are
calculated by the Bank of Finland as
the monthly averages of the offered
rates for taxable, fixed-rate bonds
quoted daily by the five largest banks.
From June 1990 onwards, the yield on
taxable government bonds (Column 3}
is calculated by the Bank of Finland as
the monthly average of the offered
rates quoted daily by the five largest
banks. Until January 1992, the yield
was calculated on a bullet bond due
on March 15, 1994 with a coupon rate
of 13 per cent. From February 1992
onwards the yield is calculated on a
bullet bond due on January 15, 1999
with a coupon rate of 11 per cent. The
annual figure for 1990 is calculated as
the arithmetic mean of yields on fixed-
rate government bonds with a remain-
ing maturity of between 4 and 5 years.
The yield on taxable public issues (Col-
umn 4) is calculated as the arithmetic
mean of yields on fixed-rate ordinary
bonds, debentures and other bonds
(excl. zero coupon loans, bonds with
equity warrants and convertible deben-
tures) issued by all issuers except the
ceniral government with a remaining
maturity of between 3 and 6 years.
Financial institutions (Column 5): as in
Column 4 for issues by financial institu-
tions incl. banks. Corporations (Col-
umn 6): as in Column 4 for issues by
non-financial corporations. The vyield
on taxfree public issues (Column 7) is
calculated as the arithmetic mean of
yields on fixed-rate public bonds with a
remaining maturity of between 4 and 5§
years. The Bank of Finland calculates
the yields for columns 37 once a week
on the basis of the trading quotations
of the Helsinki Stock Exchange.
Monthly observations are the averages
of weekly observations and annual
observations the averages of monthly
observations. The offer yield on fixed-
rate taxable public bonds and deben-
tures (Column 8) is the average yield
weighted by issue amounts - in the
case of government bonds by amounts
sold — on fixed-rate ordinary bonds,
debentures and other bonds (excl. zero
coupon loans, bonds with equity war-
rants and convertible debentures)
issued during the period.

4 RATES OF EXCHANGE

Table 4.2 FIM/ECU (Column 1): The
markka value of the ECU is calculated
as the sum of the dollar amounts of the
currencies in the ECU valued at current
market rates, for which daily quotations
at noon Finnish time are used. The mid-
point (Column 2) was FIM 4.87580 from
June 7 to November 14, 1991, and has
been FIM 5.55841 since November 15,
1991. The markka may fluctuate +3
per cent around the midpoint. The
Bank of Finland's trade-weighted cur-
rency index (Column 3): The weights
are moving averages of the shares of

(currently) 14 countries in Finland's for- S25



eign merchandise trade (only convert-
ible currencies are included). The pay-
ments currency index (Column 4): The
weights are moving averages of shares
of payments currencies (14 convertible
currencies) in Finland's foreign trade.
The MERM index (Column 5): The
weights are fixed 1977 weights com-
puted on the basis of the IMF's world
trade model; fourteen currencies are
included in this index.

5 OTHER DOMESTIC
FINANCING

Table 5.1 Source: Statistics Finland.
The public comprises households and
non-profit institutions, enterprises (excl.
financial institutions) and the local gov-
ernment sector. The table is based on
new classifications of Statistics Finland
applied since March 1991. Series
before March 1991 have been reclassi-
fied by the Bank of Finland to conform
with the present table, except for col-
umns 3 and 4 where disaggregation
was not possible and combined figures
are shown. Time deposits (Column 3)
consist of all fixed-term deposits. Other
deposits (Column 4) include mainly
investment accounts with no specific
time-period. Other funding(Column 8)
comprises CDs, promissory notes and
bonds. Since the beginning of 1987,
the figures for banks' holdings of CDs
issued by other banks, as well as the
CD holdings of the Bank of Finland and
the central government have been net-
ted out; netting out is done by the Bank
of Finland. Hence, this column includes
some liabilities held by entities not
covered by the above definition of the
public.

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

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland’s foreign
claims + banks’ foreign claims (incl.
foreign claims of banks' foreign
branches) - the Bank of Finland's for-
eign liabilities — banks' foreign liabilities
(incl. foreign liabilities of banks’ foreign
branches). Domestic credit. Claims on
the central government, net (Column 2)
= the Bank of Finland's claims on the
central government + banks’ claims on
the central government — the central
government's deposits with the Bank of
Finland and Postipankki — loans
granted from state funds through
banks. Claims on the public (incl. local
government), (Column 3) = the Bank
of Finland's claims on the private sec-
tor + banks' claims on the private sec-
tor (loans to the public, bonds and
debentures (excl. government bonds
and bank debentures), claims on other
financial institutions, shares held by
banks). Other items, net (Column 5) =
capital accounts and other items of the
Bank of Finland (incl. private sector
time deposits with the Bank of Finland)
+ capital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CDs held by the public, other
market funding-and foreign currency
deposits by the public). M, (Column 6)
= currency in circulation — banks’ till

S26 money + markka cheque and postal

giro account deposits and transactions
account deposits held by the public.
M, (Column 7) = M, + quasi-money
(markka time deposits held by the pub-
lic, excl. deposits with the Bank of Fin-
land). M, (Column 8) = M, + bank CDs
held by the public.

Table 5.4 Source: State Treasury
Office. Other bonds and debentures
(Colurnn 2) are so-called private plac-
ings. Long-term promissory notes (Col-
umn 3) are bank loans. Outstanding
lending (Column 10} comprises the
stock of loans granted from the central
government budget and from extra-
budgetary funds. Cash funds (Column
11 ) comprise the cash funds held in
central government accounting offices,
funds held in cheque and postal giro
accounts, as well as placements of
central government cash funds. The
main part of the latter is reserved for
covering transferable allocations budg-
eted in previous years (for detalls, see
the article "State Borrowing and Cash
Management" by Pekka Laajanen and
Pekka Saarinen in the August 1987
issue of the Bulletin). Transferable allo-
cations amounted to FIM 8.1 billion at
the end of 1988.

Table 5.5 Source: Table B: Statistics
Finland from the beginning of 1991.
Tables A and B on the markka bond
market include markka-denominated
bonds issued by Finnish issuers in Fin-
land and abroad as well as those
issued by foreign issuers in Finland.

Table 5.6 Source: The Helsinki
Stock Exchange.

6 BALANCE OF PAYMENTS,
FOREIGN LIABILITIES AND

ASSETS

Table 6.1 The figures for the trade
and goods and services accounts are
compiled in accordance with the Sys-
tem of National Accounts.

Table 6.2 Columns 1-5: Net change
in long-term liabilities. Columns 6-10:
Net change in long-term assets. Port-
folio investment in Finland (Column 2)
and abroad (Column 7) (marketable
instruments); Primary and secondary
market transactions in securities.
Loans (Column 3) (non-marketable
instruments): Financial loans, import
credits, prepayments related to exports
and leasing credits. Other long-term
capital (Column 4): Finland's subscrip-
tions to international financial institu-
tions paid in the form of promissory
notes + long-term deposit liabilities of
banks + other long-term liabilities of
central government, banks and other
financial institutions. Loans (Column 8):
Financial loans, development credits,
export credits, prepayments related to
imports and leasing credits. Other
long-term capital (Column 9): Finland's
subscriptions to international financial
institutions + long-term deposits of
banks + other long-term assets of cen-
tral government, banks and other finan-
cial institutions.

Table 6.3 Net foreign debt (Columns
1-23) at the end of a period is classified
in the same way as the corresponding
data on changes in the capital account
(Table 6.2). The items included in net
foreign debt have been translated into
markkaa using the spot rates for each
date. Thus the figures include the
impact of changes in exchange rates.

Table 6.4 The sectoral figures for
short-term foreign liabilities and assets
correspond to the figures shown in Col-
umns 12-22 of Table 6.3.

7 FOREIGN TRADE

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

oods.

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

Table 7.4 The regional and country
grouping is based on the classification
according to Finnish Official Statistics

8 DOMESTIC ECONOMIC
DEVELOPMENTS

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

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

Table 8.4 The consumer price index
{Column 7) was revised as from Janu-
ary 1988. Both the weights and the
methods of calculation were changed
(see the item in the March 1988 issue
of the Bulletin). The base year of the
new CPl is 1985, while the base year of
the index shown until end-1984 is 1981.

Table 8.6 Source: Ministry of
Finance.
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES
AND FORWARD POSITION

Bill.FIM T 1. Convertible foreign ex-
40 FTulinlliny change reserves plus for-
ARG ward position
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3. FORWARD MARKET
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4. ITEMS AFFECTING DOMESTIC LIQUIDITY

Mill.FIME 1. Cash reserve deposits
= - 2. Bank of Finland's holdings
30000 AR of money market instru-
= ments, net
= 1 //—' N ]
20000 S w-\"\x\
=- ] \
10000 B ~ \
= \/ EYTAL
0 =3 2 y - \LI'
__f_-.—\ N\ A - ’,
-10000E \
= \
-20000 lLLLl_“l“ ”JH[IIJ_U “[J_L[HII[ [ll[_LLlJl LLl_Lll“l” ll[lllll[]

1987 1988 1989 1990 1991 1992
529




5. OVERNIGHT RATES

] - 1. Inter-bank overnight rate
— 2. Call money credit rate
a5 3. Call money deposit rate
— V‘ Daily observations
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'Y m 1. 1-month HELIBOR
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7. HELIBOR RATES OF INTEREST
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8. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND
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9. 3-MONTH COVERED EURODOLLAR RATE AND
3-MONTH EURORATES
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government bonds
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11. BANK OF FINLAND CURRENCY INDEX AND
THE MARKKA VALUE OF THE ECU

Index FIM/ECU Until June 7, 1991, the Bank
1982=100 of Finland currency index.
116 R — 5.7 From June 7, 1991, the
T markka's exchange rate
6.0%L~— 5.5 against the ECU, the fluctua-
112 . tion limits of which were
L— —_ 472953 - 5.02207 in the
108 5.3 period June 7 - November
—_— - 14, 1991, and have been
Y .oz 5.1 539166 - 572516 since
A.7% —_—— e | — — ' November 15, 1991.
N A9 Monthly averages
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14. CHANGES IN THE EXCHANGE RATES OF SELECTED MAJOR
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17. MONEY SUPPLY
e 1. Narrow money supply
= (M1)
= LR 2. Broad money supply (M2}
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20. CURRENT ACCOUNT
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22. BALANCE OF PAYMENTS
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23. NET INVESTMENT EXPENDITURE
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24. FOREIGN TRADE
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27. PRODUCTION
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29. EMPLOYMENT AND THE UNEMPLOYMENT RATE
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30. PRICES AND WAGES
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31. CENTRAL GOVERNMENT FINANCES
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1. Revenue excl. borrowing

2. Expenditure excl. re-
demptions of central gov-
ernment debt

Changes calculated from 12-
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a percentage of GDP
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