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PRICE STABILITY AND ECONOMIC POLICY OBJECTIVES
by Harri Lahdenpera, Acting Head of Office

Monetary Policy Department

Bank of Finland

of Finland specified the prin-

ciples guiding the goals and
design of monetary policy. It an-
nounced that the objective of
monetary policy was to stabilize
the rate of inflation at 2 per cent
from 1995 onwards." The rate of
inflation is measured by the un-
derlying rate of inflation, which
is obtained by removing the ef-
fect of taxes, subsidies and
housing-related capital costs
from the consumer price index
(CPI). In reality, the inflation tar-
get is very close to zero inflation
as price indices often tend to be
upward biased, for example as
aresult of changes in the quality
of commodities.

An explicit, publicly an-
nounced inflation target simpli-
fies the rules by which mone-
tary policy is formulated and
conducted under a floating
exchange rate regime. From a
theoretical point of view there is
nothing essentially new about
setting an inflation target; ra-
ther it is the natural outcome of
a long development process.
Low inflation was also the funda-
mental objective under the fixed
exchange rate regime, which
has predominated in Finland ev-
er since 1865 when the markka
became Finland's official cur-
rency. However, the floating of
the markka has significantly
changed the way in which mon-
etary policy is implemented.

A sustained low rate of infla-
tion means in effect that money
retains its purchasing power, ie
the value of money remains
stable. Price stability is the tradi-
tional objective of monetary pol-
icy, although in the practical
conduct of economic policy atti-

I n February 1993, the Bank

' See the article by Pentti Pikkarainen
and Timo Tyrvéinen in the June-July
1993 issue of the Bulletin.

tudes towards it have varied
considerably in different coun-
tries at different times. However,
over the last 15 to 20 years the
view that monetary policy
should seek to deliver low infla-
tion has become firmly estab-
lished. This largely reflects
changes in the framework in
which monetary policy is oper-
ated and the experiences of
monetary policy in different
countries over the past few dec-
ades.

The reasons why low infla-
tion is the Bank of Finland's fun-
damental objective are plain:
it has become evident that al-
lowing high inflation does not
lead to lasting benefits in terms
of economic growth, employ-
ment and welfare. On the con-
trary, significant costs may be
associated with inflation, par-
ticularly now that financial mar-
kets have been deregulated
and interest rates are deter-
mined in the market on the ba-
sis of expectations.

MONETARY POLICY

AND THE VALUE OF

MONEY

The ultimate objective of
economic policy is to safeguard
and enhance a nation’s welfare.
Welfare is a very broad concept,
embracing rapid economic
growth, full employment, equi-
table income distribution, bal-
anced regional development
and a clean environment. Seen
in a narrower economic context,
welfare depends on individuals'
consumption opportunities now
and in the future, ie on purchas-
ing power and wealth and their
distribution. In the longer term,
consumption can only be in-
creased through growth of the
economy, increased productivi-
ty and higher employment.

Setting price stability as the
key objective of monetary policy
is based on the view that this is
the best way to contribute to
sustained growth of the econo-
my, productivity and employ-
ment. Thus price stability is not
simply an end in itself but rather
an instrument for attaining the
ultimate objectives of economic
policy.

Why, then, is the prime
objective of monetary policy
low inflation rather than high
employment and economic
growth, which are, after all, the
ultimate objectives of economic
policy? Underlying this is the no-
tion that in the longer run infla-
tion is & monetary phenomenon
since it is always related to
the growth of monetary aggre-
gates, ie the quantity of money
and credit in the economy. Thus
it is only natural and appropriate
that monetary policy, which is
the instrument used to influence
changes in the quantity of mon-
ey and credit, is focused on
keeping inflation in check.

The idea of inflation as a mon-
etary phenomenon is very old.
As early as the 18th century, the
founders of the classical money
theory devised a theory which
was subsequently called 'the
quantity theory of money'. The key
argument of this theory is that,
ceteris paribus, changes in the
quantity of money influence only
the general price level, ie the
purchasing power of money.

Of course, the above does
not imply that monetary factors
alone are significant in deter-
mining inflation. Supply and de-
mand conditions in the com-
modity and labour markets also
have a major impact. But in the
longer run, inflation is crucially
dependent on the evolution of
monetary aggregates, ie mone-
tary policy (Chart 1).

3
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CHART 1.

INFLATION AND GROWTH OF MONEY SUPPLY
IN OECD COUNTRIES, 1970 - 1992
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Thus setting a low and
stable rate of inflation as the
Bank of Finland's prime mone-
tary policy objective is based on
the idea that monetary policy
offers a more effective means
than other economic policies of
influencing price developments
and achieving permanently low
inflation. Or to reverse the rea-
soning: no lasting gains can be
obtained in terms of economic
growth and employment by giv-
ing way on the price stability ob-
jective.

INFLATION AND
EMPLOYMENT

The Great Depression of the
1930s led to a change in eco-
nomic policy thinking and an in-
tensification of financial market
regulation. The breakthrough of
Keynesian economics led to a
major change in the choice of
goals for monetary policy and
the way in which policy was im-
plemented. Keynes argued that
economic policy should seek to
achieve and maintain full em-
ployment. He further argued

4 that monetary policy should be
Bulletin 5294

used to support other economic
policies directed at achieving
full employment.

Afterthe collapse of the gold
standard many countries start-
ed to restrict the convertibility of
their currencies and bilateral
payment agreements between
countries became common. Af-
ter the outbreak of the Second
World War in 1939 Finland also
adopted comprehensive ex-
change control. In response to
the banking crisis of the 1930s,
many countries imposed con-
trols on banking. In Finland, an
interbank cartel agreement on
deposit rates was concluded in
1931 and a similar agreement
covering also lending rates was
signed ten years later. In the
postwar era, interest rate regu-
lation was tightened still further:
after 1953, the Bank of Finland
no longer granted rediscount
credit to banks which applied
higher interest rates than the
rediscount rate on their lending
to the public. Although interest
rate regulaton was eased
slightly in 1960, fairly extensive
exchange and interest rate con-

trols remained in force in Fin-
land until the 1980s.

From the 1950s to the
1970s, economic policy think-
ing was largely dominated by
the view that there is a trade-off
between unemployment and in-
flation®: a low rate of unemploy-
ment is related to a higher, but
stable, rate of inflation; con-
versely a high rate of unemploy-
ment is related to a lower rate of
inflation. The task of economic
policymakers was to choose the
appropriate combination of un-
employment and inflation and to
use all available economic poli-
cy instruments to achieve this
‘optimum’.

As the years passed, the re-
lationship implied by the Phillips
curve seemed to agree less and
less with events in the real
world. Starting in the late 1960s,
inflation accelerated in the in-
dustrialized countries at the

2
This thinking is based on the Phillips
curve; see Phillips, AW. (1958) There-
lation between unemployment and the
rate of change of money wage rates in
the United Kingdom, 1861-1957", Eco-
nomica 25:283-300.



same time as unemployment
rose, and by the mid-1970s
practically the entire industrial
world was experiencing high in-
flation and high unemployment
simultaneously, ie stagflation.
Performance in different coun-
tries also showed that countries
with higher inflation did not have
higher employment, rather just
the opposite.

In view of these develop-
ments, economic policy think-
ing began to focus increasingly
on the role of expectations in
the decision-making of econom-
ic agents. When efforts were
made to improve employment
by expansionary economic poli-
cies and thus higher inflation,
expectations of higher inflation
were reflected in the behaviour
of employees and firms, ie infla-
tion expectations were transmit-
ted to wages and prices. Thus
economic policy measures af-
fected nominal wages and pric-
es even before the measures
were taken, whereas they had
barely any impact on growth
and employment. These experi-
ences were reflected in the eco-
nomic policies pursued in differ-
ent countries. From the late
1970s onwards, monetary poli-
cies in industrialized countries
were directed more explicitly
than before towards achieving
and maintaining low inflation.

Keynesian economics, with
its emphasis on active fiscal pol-
icy and full employment, never
gained the same degree of pop-
ularity in Finland that it did in
many other western countries.
After the Second World War,
economic policy was strongly
geared towards promoting eco-
nomic growth and investment.
Monetary policy was also used
to support this strategy of exten-
sive economic growth by keep-
ing real lending rates low
through interest rate regulation
and by channelling scarce fi-
nancial resources to projects
supporting rapid growth. When
Finland's rapidly growing econ-
omy, which was particularly
prone to cyclical fluctuations,
ran into serious balance of pay-
ments difficulties from time to
time, the markka had to be de-

valued as away out of the crisis.
In the Bretton Woods era, the
markka was devalued in 1949,
1957 and 1967.

Although devaluations pro-
vided a temporary boost to ex-
ports and investment in the pre-
vailing conditions of regulation,
their adverse effects became
more and more apparent over
time. Initially, devaluations im-
proved competitiveness and in-
creased exports but fairly soon
higher export prices and brisker
activity in the domestic market
drove up wages and prices.
Higher wages and prices led, in
turn, to a weakening of price
competitiveness, prompting ex-
pectations of a new devalua-
tion. These expectations were
then reflected in wage and price
developments, so that the
improvement in competitive-
ness deriving from devaluation
proved increasingly short-lived
and inflation accelerated fur-
ther. This 'inflation-devaluation
cycle' can be clearly discerned
in the 1976-1978 devaluations
following in the wake of the post-
oil crisis recession, which were
implemented when inflation was
already running high. Experi-
ences with the 1982 devaluation
were particularly painful, since it
was passed through almost im-
mediately to prices and wages.

CREDIBILITY PROBLEM
OF MONETARY POLICY

At the same time as it be-
came apparent that, in the long
run, the trade-off between infla-
tion and employment did not, in
fact, exist, it was noticed that
major drawbacks attached to
inflation which had been over-
looked previously. These views
strengthened particularly after
financial and currency markets
were deregulated and interest
and exchange rates started to
be determined on the basis of
market expectations. In deregu-
lated markets, expected infla-
tion is immediately reflected in
market rates on long-term in-
vestments. The higher and more
variable inflation is, the greater
is the risk the buyer of long-term
bonds has to take. Thus, in un-

regulated markets, a price must
be paid for inflation that it was
not necessary to pay in a regu-
lated environment.

Since the deregulation of
capital movements, the real in-
terest rate problem noted above
has become increasingly seri-
ous, especially for small econo-
mies like Finland which are de-
pendent on international capital
markets. If inflationis persistent-
ly higher than in other countries,
this inevitably means a gradual
weakening of the exchange rate
in the long term (Chart 2). Since
investors are aware of this, they
demand a higher real interest
rate on long-term loans. In other
words a country with a higher
rate of inflation has to continual-
ly pay a risk premium related to
inflation and the exchange rate
on both nominal and real inter-
est rates; this is referred to as
the credibility problem of mone-
tary policy.

The credibility problem of
monetary policy may result in
lower economic growth than in
countries where there is strong-
er confidence in the stability of
the value of money. As inflation
expectations do not adjust im-
mediately, domestic prices rise
more rapidly than foreign ones,
thus weakening price competi-
tiveness. Though inflation even-
tually starts to slow, nominal in-
terest rates remain high be-
cause there is not sufficient con-
fidence in inflation remaining
low in the longer term. Conse-
quently, the real interest rate
moves higher, thereby further
weakening investment and eco-
nomic activity.

However, the effects of a
higher and more variable rate of
inflation are not limited to the
real interest rate. Inflation in-
creases instability in financial
markets as the variability of both
the exchange rate and nominal
and real interest rates is greater
than in countries where the val-
ue of money is stable. As aresult
of increased uncertainty, the
planning horizon of economic
agents shortens. Given in-
creased uncertainty about infla-
tion, investors are less willing to
enter long-term contracts, pre-

5
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CHART 2.

INFLATION AND EXCHANGE RATES
IN OECD COUNTRIES, 1970 - 1992
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ferring instead to invest in short-
term liguid assets. Consequent-
ly, the relative share of long-term
real investments in the econo-
my may decrease. Against this
background, it is hardly a coin-
cidence that, for example in Fin-
land and the United Kingdom,
which both have a history of
high inflation, financial markets
are heavily dominated by bank
deposits and short-term money
market investments. By con-
trast, in Germany, which has tra-
ditionally had a low rate of in-
flation, long-term financing ac-
counts for a much larger share
of corporate investment, in par-
ticular.

FIXED EXCHANGE RATE

AND INFLATION

in the 1980s, many coun-
tries attempted to solve the
credibility problem of monetary
policy by tying their currency to
that of a country with low infla-
tion. This was designed to con-
vince economic agents that
there had been a permanent

6 shiftin monetary policy to com-
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batting inflation. Throughout the
post-war period, Germany had
pursued tight anti-inflationary
monetary policies and so the
European Monetary System
(EMS) was to a large extent
created on the basis of confi-
dence felt towards the deutsch-
mark. Other countries joined the

the deutschmark in order to thus
dampen inflation expectations
and bring down inflation more
quickly. The same thinking dom-
inated Finland's exchange rate
policy in the 1980s up until the

the only difference was that the
markka was unilaterally pegged
to a currency basket and was
not part of multilateral European
currency cooperation.

The exchange rate system
as such should not affect the
key objective of monetary poli-
cy; irrespective of the exchange
rate system, the objective must
be slow and stable inflation. This
was the fundamental objective
of the Bank of Finland's mone-
tary policy during the fixed ex-
change rate period and it re-

EMS and tied their currencies to |

floating of the markka in 1992; |

mains so under the present
floating exchange rate regime.
In the early and mid-1980s, the

| fixed exchange rate policy pur-

sued by Finland succeeded in
meeting the targets set for it. In-
flation slowed and inflation ex-
pectations abated while eco-
nomic growth and overall mac-
roeconomic balance remained
stable.

In the late 1980s and early
1990s, the fixed exchange rate
policy ran into trouble in Europe
and subsequently also in Fin-
land because of profound
changes that swept overthe en-
tire continent. Of these the most
important ones were the dis-
mantling of exchange and inter-
est rate controls, the political re-
shaping of eastern Europe and
the reunification of Germany. In
Finland, the deregulation pro-
cess in the latter half of the
1980s coincided with an eco-
nomic boom and led to rapid
growth of lending and a rise in
asset prices. Then, in the early
1990s, the recession in the
world economy and the col-
lapse of trade with the Soviet



Union triggered a downturn in
the economy.

At the same time as Finland
entered recession, the need to
curbtheincreased demandand
inflationary pressures generat-
ed by German reunification led
to tighter monetary policy in
Germany and, via the exchange
rate link, throughout Europe. As
the markka was linked to the
European currencies, and from
June 1991 onwards to the ECU,
the rise in European interest
rates was also transmitted to in-
terest rates in Finland, though
the prevailing economic condi-
tions would, on the contrary,
have required an easing of
monetary policy. The credibility
problem, which can be attribut-
ed to the country's history of de-
valuations, only served to ag-
gravate the situation because
the less confidence there is in
monetary policy and economic
policy in general the more inter-
est rates will tend to exceed
those of the anchor country. At
the extreme, an exchange rate
link with the currencies of other
countries may under these cir-
cumstances become deflation-
ary from the point of view of the
domestic economy, ie the fixed
exchange rate policy is no long-
er consistent with the ultimate
objective of monetary policy,
price stability.

Like inflation, a sharp fall in
prices, ie deflation, is detrimen-
tal for the economy. While in-
flation implies a weakening in
the value of money, deflation
implies the opposite. Deflation
weakens the operating potential
of businesses and productive
activities in particular, since the
real burden of debt increases
because it has to be paid back
with money that has a higher
value than before. This leads to
bankruptcies and higher unem-
ployment.

The decision to flcat the
markka in September 1992 can
also be discussed against this
background. Floating is one
way of ensuring that the under-
lying objectives of monetary
policy can be attained in the ex-
ceptionally difficult conditions in
which Finland has had to adjust

in the aftermath of the upheav-
als of recent years. In the short
term, the floating of the markka
helped to break the deflationary
spiral in the economy and to

| bring about a resumption of

economic growth. In the slightly
longer term, the room for ma-
noeuvre provided by floating al-
so improves the chances to sta-
bilize inflation at the lower rate
which has now been achieved.
However, under normal con-
ditions the fixed exchange rate
regime offers better and more
stable conditions for economic
growth for an economy like Fin-
land which is highly dependent
on foreign trade. This is be-
cause the stability of the curren-
cy's external value is also im-
portant, in addition to its inter-
nal purchasing power, for the
favourable development of
the economy. The experiences
of recent years have shown
that conformity of the fixed ex-
change rate with the fundamen-
tal objective of monetary policy,
a low and stable rate of inflation,
requires that certain basic con-
ditions are met. An obvious one
is that the monetary policy of the
anchor country is directed atthe
same objective. Furthermore,

the economy of the home coun-

try and that of the anchor coun-
try must be sufficiently integrat-
ed sothattrade betweenthemis
at a high level and their produc-
fion structures are sufficiently
similar.

In this sense, Finland's
membership of Economic and
Monetary Union (EMU), which
would follow as part of its mem-
bership of the European Union,
is a natural choice for Finland.
Joining EMU is also natural be-
cause economically Finland is
closely integrated with the rest
of Europe and the pace of inte-
gration is accelerating. In addi-
tion, the Maastricht treaty lays
down price stability as the main
objective of the future European
central bank, ie the same objec-
tive which the Bank of Finland
has opted for. The third stage of
EMU will also involve either a
single currency or irrevocably
fixed exchange rates, in which
case the credibility problem as-

sociated with member states'
monetary policies would cease
to exist.

THE LOW INFLATION
TARGET AND OTHER
ECONOMIC POLICIES
As was discussed above,

| the choice of price stability as a

monetary policy objective is
based on the same principles
as other economic policy objec-
tives, ieitis considered to be the

| best way to promote balanced

economic growth and raise a
nation's standard of living. In-
deed, there should neverbe any
major conflict between mone-
tary policy and other economic

1 policies since they are all used

to achieve the same objectives.

Traditional macroeconomic
theory often sets outs from the
question: which economic poli-
cy instrument can be most ef-
fectively used to influence ag-
gregate demand, ie to restore
full-employment  equilibrium
most rapidly, when the econo-

| my is suffering from some distur-

bance? According to the most

| extreme views, under certain

circumstances only monetary
policy is effective and fiscal pol-
icy has no effect, whereas under
other circumstances only fiscal
policy is effective.

Today, the coordination of
monetary and fiscal policies is
considered more from the per-
spective of the credibility of eco-
nomic policy. The credibility
problem concerns both mone-
tary and fiscal policies but it is
reflected most directly in the
variables which are of impor-
tance {0 monetary policy, ie in-
terest and exchange rates. The
credibility problem has had ma-
jor implications for two things:
the relative roles and coordina-
tion of different economic poli-
cies. First, the stronger the pub-
lic's confidence in the perma-
nence of low inflation, the more
room there is to use monetary

|1 policy to pursue countercyclical

goals. Second, the credibility
problem increases the need for
economic policy coordination;
for example any laxity in fiscal
policy requires a tightening of
monetary policy.

7
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Even though the floating of
the markka has increased to
some extent the leeway for us-
ing monetary policy for counter-
cyclical ends, it has not elimi-
nated or diminished the need
for discipline and coordination
of other economic policies.
Curbing the growth of govern-

Bulletin 594

ment indebtedness continues
to be of utmost importance, and
the better we succeed here the
better will be the conditions for
conducting monetary policy.
The same applies to incomes
policy; if a low rate of inflation al-
ready prevails when pay agree-
ments are reached, itis easier to

pursue an interest rate policy
that supports economic growth.

4 May 1994



FINLAND'S CONSUMPTION TAX REFORM:
FROM SALES TAX TO VALUE-ADDED TAX

by Hannu Taipale, Legislative Counsellor

Ministry of Finance

inland's consumption tax
system will undergo a ma-
jor reform on 1 June 1994
- with the entry into force of the
Value-Added Tax Act, whereby
the current sales tax will be
replaced by value-added tax
(VAT). VAT is a more broadly
based form of consumption tax-
ation than sales tax, since it is
widely applicable to services.
The reform will implement the
basic principle of a general con-
sumption tax: tax levied on the
acquisition of goods and servic-
es shouid be borne by the con-
sumer. Under the reform, under-
takings will have more extensive
rights than hitherto to deduct
taxes includedininputs.
Although VAT will be based
entirely on new legislation many
of the basic principles applied
in the current sales tax system
will remain: tax will be levied on
the commercial sale of goods
and services and persons en-
gaged in business activities will
be liable to pay tax; VAT will be
levied at all stages of production
and distribution; the multiple in-
cidence of tax will be eliminated
by means of deductions; the
central government will be the
recipient of VAT revenue.

BACKGROUND

The need for a complete
overhaul of consumption taxa-
tion derives from weaknesses in
the sales tax system, such as
the non-neutrality of tax treat-
ment, as well as from interna-
tional developments. The latter
have become particularly rele-
vant to Finland after her applica-
tion to join the European Union.
The EU requires that new mem-
bers adopt the harmonization
principles agreed on VAT.

The basic structure of the
Finnish sales tax system differs
from the VAT system applied in

most countries in chiefly two re-
spects. First, the tax base is nar-
row and the tax treatment of dif-
ferent goods and services is
non-neutral. At present, most
services and construction are
not subject to sales tax. Sec-
ondly, the right to deduct the
taxes included in inputs used in
production and distribution is
limited. However, the combina-
fion of a narrow tax base and
limited deduction rights lead to
multiple taxation, ie a 'hidden’
sales tax is included in the pric-
es of end products. Thus, the
taxes included in the prices of
goods and services sold to con-
sumers vary quite randomly both
within taxable economic activities
and in those outside the scope
of sales tax. From the point of
view of business, the present
sales tax system does not treat
production neutrally. Depend-
ing on the tax liability of different
undertakings or how extensive
their deduction rights are, sales
tax affects undertakings' cost
structures in different ways.
'Hidden' sales tax also places
a burden on exports, and thus
on the price competitiveness of
the open or competing sector
of the economy. Since goods
manufactured in Finland are,
because of the 'hidden’ tax, in
a weaker position than goods
produced in countries which
apply VAT, the resultant non-
neutrality as regards the do-
mestic market was remedied by
levying an equalization tax on
imports to Finland until the end
of 1993. The equalization tax
corresponded to the estimated
amount of the 'hidden' tax.
Finland's prospective mem-
bership of the European Union
requires that Finland's general
consumption tax system com-
ply with the VAT system applied
in the EU. Even if Finland should

not become a member of the
EU, it is essential that her indi-
rect tax system be brought in
line with international practice.
Within the European Economic
Area, Finland participates in a
wide-ranging integration pro-
cess, which generates pres-
sures for the harmonization of
tax systems.

CONTENTS OF

THE TAX REFORM

The reform will improve the
consumption and input neutrali-
ty of the sales tax system by wid-
ening the tax base and abolish-
ing the restrictions on deduction
of taxes included in inputs. As a
result, the muliiple incidence of
tax will be eliminated almost en-
tirely. At the same time, the tax
treatment of goods and services
sold for consumption will be har-
monized.

The fax base

The scope of consumption
taxation will expand significant-
ly as compared with the current
sales tax. In a broad-based VAT
system, all goods and services
sold on a commercial basis are
in principle subject to VAT. Only
those services that have been
specifically left outside the
scope of taxation by law are
tax-exempt. Tax-liability applies
equally to goods and services
used by business undertakings
and consumers. When the re-
form takes effect, VAT will be
charged on, inter alia, passen-
ger and goods transport servic-
es, construction, services relat-
ed to the management of im-
movable property, various finan-
cial and administrative consul-
tancy services, planning servic-
es and various personal servic-
es. Unlike before, telecommuni-
cations services will also be
subject to consumption tax.

9
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The VAT Act will be applica-
ble to all sales of goods and ser-
vices in Finland. However, only
goods and services consumed
in Finland will be subject to VAT.
Thus, the importation of goods
will be taxable as before, where-
as the sale of goods and certain
services to other countries will
be tax-exempt.

Exemption from

tax-liability

Although goods and servic-
es will generally be subject to
VAT, certain goods and services
have been exempted from VAT.
These include, for example, the
sale, letting and leasing of im-
movable property, heaith and
medical care, social welfare
services, education, financial
and insurance setvices, perfor-
mance fees, certain intangible
property and gambling. In addi-
tion, primary production will re-
main untaxed.

immovable property. As a
rule, the sale, letting and leasing
of immovable property will be
tax-exempt under the VAT sys-
tem. However, an owner of im-
movable property will be able to
apply for tax-liability so as to
avoid multiple taxation. A condi-
tion for voluntary tax-liability is
that the immovable property con-
cerned is used by the tenant for a
business activity subject to VAT.

Health and medical care
and social welfare. The tax-ex-
empt status of health and medi-
cal care under the VAT system s
based on international practice
and ultimately on political deci-
sions as to whatkind of services
society should support. Health
and medical services supplied
by both public and private bod-
ies will be tax-exempt; however,
the tax-exemption of private
services will apply only to activi-
ties that are subject to public su-
pervision.

Tax-exempt social welfare
services include the provision of
housing and housing support,
the supply of services relating to
the upbringing of children and
other care and maintenance
services. Both institutional care
and outpatient care will be tax-

10 exempt.
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Education. The grounds for
the VAT-exempt status of educa-
tion are the same as above. Ex-
emption will apply to all general
education and vocational train-
ing, training in basic arts and
higher education arranged pur-
suant to law or subsidised by
government funds pursuant to
law. By contrast, training ar-
ranged on a commercial basis
and various kinds of training and
education related mainly to re-
creation and other leisure-time
activities will be subject to VAT.

Financial services. Finan-
cial services exempted from
VAT include the acquisition of
funds, lending and other financ-
ing arrangements, the manage-
ment of credit by credit insti-
tutions, payment services, cur-
rency exchange, securities
trading and guarantee services.
In addition, certain expert and
support services directly relat-
ed to the provision of financial
services will be exempt from
VAT. However, trustee, advisory
and safekeeping services pro-
vided by credit and financial in-
stitutions will be subject to VAT.

Insurance services. in addi-
tion to insurance and reinsur-
ance activities carried on by in-
surance companies, insurance
services include related servic-
es performed by insurance as-
sociations, insurance funds, un-
employment benefit societies
and pension trusts. Insurance
broking will also be tax-exempt.
Nor will VAT normally be
charged on insurance premi-
ums collected on the basis of
an insurance policy; however, in-
surance will continue to be sub-
jecttoaseparate insurance pre-
mium tax of 22 per cent.

Performance fees and cer-
tain intangibles. VAT will not be
charged on performing artists'
or other public performers' or
athletes' fees, nor on the provi-
sion of associated agency ser-
vices. Similarly, VAT will not be
imposed on the transfer of rights
to a soundtrack or a videorecord-
ing of an artist's performance, nor
on the transfer of a copyright to
a written or artistic piece of work
referred to in copyright law. As a
rule, intangibles other than copy-

rights will be subject to VAT.
These include, for example, in-
dustrial rights or patents, copy-
rights of design, rights to regis-
tered trademarks or registered
firm names and rights of use
over plans or inventions.

Primary production. Under
the VAT system, primary prod-
ucts will be subject to a lower ef-
fective taxation than other con-
sumer goods through the appli-
cation of a primary product de-
duction scheme similar to that
applied under the current sales
tax system.

The sale of primary products
will be free of VAT, but the next
stage in the production and dis-
tribution process has neverthe-
less been granted an imputed
deduction from the tax-exempt
purchase prices of the unre-
fined primary products listed in
the VAT Act. Inaddition, a higher
primary product deduction will
be allowed for meat (1.35 times
normal deduction) and milk (1.6
times normal deduction). The
sale of foodstuffs at the refining,
wholesale and retail stages will
be subject to the standard VAT
rate. As a result of the deduction
scheme for primary products,
food prices will include tax only
in so far as refining costs and
sales commissions are con-
cerned. In the case of prices of
meat and dairy products, tax
will account for an even smal-
ler part.

In contrast to other primary
product producers, forest own-
ers will be allowed to apply for
tax liability in respect of sales of
timber from their own forests.

Deduction righis

The VAT system provides
tax-liable undertakings with ex-
tensive rights to deduct taxes in-
cluded in the inputs they pur-
chase. As a rule, all taxable in-
puts acquired for business pur-
poses will be deductible. This
means that all restrictions on the
right to deduct applied to fixed
investments, telephone and re-
lated services, means of trans-
port, transport fuels, building
materials and construction will
be abolished. Under special
legislation, manufacturers have



for long had the right to deduct
sales tax on investments.

The restrictions on deduc-
tion rights contained in the VAT
Act are of minor significance
and cannot be regarded as fis-
cal in nature. Normally, VAT is
not deductible on cars and mo-
torbikes. VAT is not deductible
on other goods and services if
they are purchased for the pri-
vate use of staff or for represen-
tation purposes; similarly, VAT
is not deductible on sea vessels
or aircraft used for recreational
or sports purposes. However,
the restrictions on the right to
deduct do not apply to vehicles
and vessels which have been
acquired for sale or hire or which
are used for passenger trans-
port or driving instruction. Simi-
larly, the restriction does not ap-
ply to private cars acquired
solely for use in taxable busi-
ness activities.

Refroactive

deduction rights

As it could be foreseen that
the extension of the right to de-
duct under the VAT system
would influence the timing of
investments, the Government
made a decision in principle
during the drafting of the Act
that provided for the retroactive
right o deduct sales tax on in-
vestments. The aim of the deci-
sion was to deter the postpone-
ment of investments that the
prospect of more favourable tax
treatment of investments would
have entailed. The retroactive
right to deduct sales tax applies
tofixed investmentin machinery
and equipment acquired prior
to the entry into force of the VAT
Act, however not earlier than
1 February 1993. After the pass-
ing of the VAT Act, the retroac-
tive rightto deduct sales tax was
extended to apply also to build-
ing projects started on or after
1 January 1994.

Tax rates

The level of taxation and
structure of tax rates affect not
only government tax revenue
but also the position of consum-
ers. A uniform rate of tax appli-
cable to all consumption would

be neutral from the point of view
of consumption, and the sim-
plest to administer. In practice,
however, it proved impossible to
implement such a solution.

The standard rate of VAT ap-
plicable tothe sale of goods and
services and the importation of
goods will be 22 per cent, the
same as the current standard
rate of sales tax. A lower tax rate
of 12 per cent will be charged
on passenger transport ser-
vices, accommodation, cinema
performances, medicine and
books. Television licenses will
be subjecttoareduced VAT rate
of 5 per cent. The purpose of the
reduced tax rates laid down in
the VAT Act is to alleviate the
adjustment problems that the
tax reform would otherwise
giverise to in certain sectors.

As under the sales tax sys-
tem, foodstuffs will be subject to
more lenient taxation. Though
the standard rate of VAT, 22 per
cent, will be charged on the sale
of foodstuffs, the effective rate
will be reduced through the de-
ductions on imputed VAT al-
lowed for primary products.

To cushion the effects of
the introduction of the VAT Act,
passenger transport will be
charged VAT at a rate of 9 per
cent until the end of 1995, Dur-
ing the same transitional period,
the transfer of the right to use

sports premises will be subject
to VAT at arate of 12 per cent.

Nevtrality of

acquisitions

The widening of the tax base
is likely to cause distortions in
competition between the tax-
liable service sector and eco-
nomic activities which are tax-
exempt, unless neutral tax treat-
ment of services produced for
own use and purchases of
equivalent taxable services can
be achieved. The problemis ag-
gravated by the fact that the
standard VAT rate is relatively
high, 22 per cent. The problem
of neutral treatment applies
to all taxable services where
equivalent services are sup-
plied by the staff of tax-exempt
sectors and central and local
government authorities.

As for economic activities
remaining outside the scope of
VAT, neutral treatment of acqui-
sitions will be achieved where
building services and services
related to the maintenance and
management of immovable
property are concerned. The
provision of these services by
an undertaking's own staff will
be taxed in compliance with tax
rules concerning own use. In
the case of public authorities,
neutrality will be achieved by
means of general arrangements.

TABLE. STANDARD VAT RATES APPLIED IN
EU MEMBER STATES AND APPLICANT STATES
AS AT 1 JANUARY 1994

Member states

Belgium
Denmark
France
Germany
Greece
ireland

ltaly
Luxembourg
Netherlands
Portugal
Spain
United Kingdom

Applicant states

Austria
Finland
Norway
Sweden

Standard rates

20.5
25
18.6
15
18
21
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Municipalities will be reim-
bursed for the VAT they pay on
acquisitions of goods and ser-
vices. But underthe recollection
system operated by the central
government, the refunding of
tax will not constitute a final ex-
penditure item for the central
government. The central gov-
ernment will charge the munici-
palities collectively with an
amount equivalent to the total
VAT refunded to them. However,
in order to compensate mu-
nicipalities for the increased
coststheyincur as aresult of the
changeover to VAT, only 77.5
per cent of the amount returned
will be recollected in the period
up until the end of 1996.

ECONOMIC EFFECTS

During the passage of the
VAT bill through Parliament,
special attention was focused
on the date of its entry into force
and the economic implications
of its introduction, given the cur-
rent economic difficulties. Spe-
cial concern was raised about
the price effects of the reform
and the conseqguent reduction
in consumer demand in those
service sectors due to become
subject to the tax. Despite this,
the date of entry into force of the
VAT Act proposed by the Gov-
ernment, 1 June 1994, was not
changed during the parliamen-
tary proceedings.

However, certain changes
were made to the bill that were
politically necessary for it to
take effect on 1 June 1994. To
offset the effects of the entry into
force of the VAT Act, Parliament
decided, infer alia, on the tem-
porary reductions in tax rates
mentioned above concerning
the provision of personal trans-
port services and hiring of
sports premises. In addition, it
was decided that accommo-
dation and certain cultural and
entertainment events would not
be made subject to VAT until the
beginning of 1996.

Owing tothe date of entry in-
toforce of the VAT Act, the tax re-
form is estimated to improve the
financial position of the central
government only marginally (by

12 about FIM 0.2 billion) in 1994,
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Moreover, government tax reve-
nue will decrease as result of the
one-off retroactive deduction
right of FIM 2.7 billion allowed
for investments, the estimated
effect of which in 1994 will be
about half this amount. In addi-
tion, the arrangement for com-
pensating municipalities until the
end of 1996 for their increased
cost burden is estimated to
weaken the central government's
financial position by some FIM
0.3-0.4 billionin 1994,

The reform will affect the pro-
duction costs of different goods
and services. The consequent
change in prices will vary mark-
edly among different consumer
expenditure groups. In 1994,
consumer prices are expected
to rise about by 1 per cent and
the gross tax ratio by s per-
centage point as a result of the
reform.

The adoption of the VAT sys-
tem means that the rights of
business undertakings to de-
duct tax included in inputs will
increase. The expansion of the
tax base and the deduction
system will reduce annual costs
of business undertakings by
about FIM 8 billion as compared
with the sales tax system. The
share of export companies in total
cost reductions is estimated at
some FIM 2 billion.

EFFECTS OF FINLAND'S
PROSPECTIVE MEMBER-
SHIP OF THE EU

Finland has applied for
membership of the European
Union. Although agreement on
the terms of entry have been
reached, neither Finland's entry
as such nor the date of entry
have yet been confirmed.

The enactment of the VAT
Act constitutes one element of
Finland's preparations for par-
ticipation in European integra-
tion. The basic provisions of the
Act are designed to harmonize
Finland's VAT system as far as
possible with that required by
the EU, although some differ-
ences doremain.

The need for legislative
changes arising from prospec-

tive EU membership will not be-
come timely until Finland actual-
ly becomes a member. The ma-
jor changes will be associated
with Finland's adjustment to the
single market, for, as a member,
Finland will form part of the EU's
VAT system. In addition, the
need for legislative changes will
arise in so far as Finland's VAT
system does not comply with
the EU’s requirements concern-
ing substantive law.

Since, upon becoming a
member of the EU, Finland will
not be able to reduce food pric-
es by means of primary product
deductions, the taxation of
foodstuffs will have to be re-
vised. If Finland, as a member of
the EU, wishes to lower food
prices by means of taxation, this
could be done either by charg-
ing a reduced tax rate on food-
stuffs or by providing support
directly to primary producers. In
the same context, it will have to
be decided how to eliminate
VAT included in inputs under the
new system.

The standard tax rate of 22
per cent applied in Finland ex-
ceeds the minimum level of 15
per cent required by the EU. Ul-
timately, however, it is a ques-
tion of how high a tax rate Fin-
land can afford to maintain as a
member of the single market.
There are unlikely to be any ex-
ternal pressures for a significant
fowering of the standard tax rate
over the next few years. This is
due to Finland's geographical
location and the high tax levels
applied in neighbouring coun-
tries. In the longer run, however,
pressures for reducing the tax
rate will depend crucially on
developments in tax levels in
Finland's neighbours, notably
Sweden. At present, both Swe-
den and Denmark levy VAT at a
standard rate of 25 per cent, but
rates could come down in the fu-
ture because of pressures gen-
erated by the standard rate of
15 per cent applied in Germany.

4 May 1994
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FINNISH ECONOMY MOVING INTO A GROWTH PHASE'

by Dr Sirkka Hamalainen,

Governor of the Bank of Finland

The difficult adjustment
process which the Finnish
economy has gone through
in recent years was largely un-
avoidable. In the 1980s, growth
was based to a large extent on
domestic demand and led to a
rapid increase in foreign indebt-
edness. The widespread use of
foreign currency debt in financ-
ing the private domestic-mar-
ket-oriented sector of the econ-
omy involved a substantial cur-
rency risk.

Economic imbalances stem-
ming not only from economic
overheating but also from exter-
nal shocks — the collapse of ex-
ports to the former Soviet Union
and recession in western mar-
kets — finally provoked a sharp
decline in the external value of
the markka as well as a realiza-
tion of currency risk. In an effort
to reduce debt, the private sec-
tor increased its financial sav-
ings. This process sustained a
deflationary trend in the econo-
my, and the accompanying fall
in asset prices increased bank-
ruptcies and exacerbated the
banks' problems.

Led by some two years' of
strongly expanding exports, to-
tal output began to grow in the
latter half of 1993. Domestic de-
mand is now bottoming out and
is expected to start rising in
the latter part of this year. The
growth in unemployment ap-
pears to have come to a halt.
All the latest forecasts point
to strong GDP growth in 1995.

Finnish exporters have been
successful in the fast growing
areas of Southeast Asia and
China. Despite its problems,
Russia's emerging market econ-

Based on a speech delivered by the
Governor at the Merrill Lynch Finland
Investment Conference in New York on
21 April 1994.

omy has begun to absorb in-
creasing amounts of Finnish ex-
ports. Another expanding mar-
ket has been North America.

Export-led growth has
brought about the desired im-
provements in economic bal-
ance. The current account is
moving into surplus and the up-
ward trend in external indebted-
ness (net external debt/export
earnings) was reversed in 1993.
Corporate sector debt is falling
rapidly, particularly in the ex-
port sector, and firms' balance
sheets have strengthened. This
is likely to induce a pick-up in
investment activity, all the more
SO as capacity utilization in the
export industries is clearly im-
proving.

Furthermore, inflation has
remained subdued, despite ex-
change rate-induced inflation-
ary pressures. Wage agree-
ments covering 1992-94 have
been very moderate and do-
mestic costs have actually de-
clined. The reduction in unit la-
bour costs has contributed as
much as the markka's weaken-
ing tothe strengthened compet-
itiveness of Finnish manufactur-
ing firms. The inflation target set
by the Bank of Finland — to re-
duce the 'underlying' inflation
rate to 2 per cent by 1995 —was

achieved already by late 1993.

The expected pick-up in eco-
nomic activity will not endanger
the achievement of this target.
Wage costs are still rising very
moderately, and even though
wages in the export sector
might be raised in the negotia-
tions for 1995, the risk of any
major spillover into the domes-
tic sector seems to be small.
The public sector is covered by
two-year contracts and high un-
empioyment will no doubt influ-
ence wage setting in the private
sector. Furthermore, the appre-
ciation of the markka is also re-
straining price pressures and
EU membership will serve to
check inflation.

During the recession, the
budget balance has deteriorat-
ed substantially, partly as a re-
flection of the sharp increase in
financial savings in the private
sector. Tax revenues have de-
creased while unemployment-
related expenditures and inter-
est on central government debt
have increased.

Efforts have been made to
contain the growth of debt by
imposing tight budgetary ceil-
ings and statutory restrictions
on spending. This has paved
the way for lower domestic inter-
estrates.

However, the budget deficit
will persist as a structural prob-

FINLAND'S EXPORT PERFORMANCE 1989 1991 1993
Volume index of goods exports,

1990 = 100 98 93 120
Index of market growth,’ 1990 = 100 95 103 107
' Volume of imports weighted by Finnish export share

FINNISH EXPORTS BY REGION,

PER CENT OF TOTAL GOODS EXPORTS 1989 1991 1993
EU and EFTA countries 64 72 64
Other OECD countries 11 9 12
Eastern Europe and Russia (Soviet Union) 16 7 9
Asian countries (excl. Japan) 5 8 11
Other countries 3 4
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for Money in Finland" by Antti
Ripatti has appeared in the
Bank of Finland publication Se-
ries D (D:79), Helsinki 1994, 134
pp., ISBN 951-686-400-7, ISSN
0781-4429.

The study uses econometric
methods to investigate the fac-
tors affecting the demand for
money in Finland over the period
December 1980 - September
1991. In examining the demand
for money, the distinction is made
between narrow money (M1),
composed of currency held by
the public, corporate cheque
accounts and transaction ac-
counts, and broad money (M2),
composed of M1 plus time de-
posits and other deposits.

The derivation of empirical
models starts with a survey of
the recent literature, which
serves as a basis for selecting
potential explanatory variables.
As a result of model testing,
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some of these variables are
found to be important in the
long-run demand for money
and some are not. The method-
ological discussion pays partic-
ular attention to the dynamics of
the demand for money and to
which variables are important in
the short run and which are im-
portant in the long run.

In the narrow money de-
mand model, the quantity de-
manded depends on the price
level, total output and interest
rates. Changes in the price level
are immediately and fully re-
flected in the quantity of money.
Becauses of advances in pay-
ments technology, eg debit
cards and ATMs, there are
economies of scale in the hold-
ing of money balances, so that
the same amount of transac-
tions can be carried out with in-
creasingly smaller amounts of
money. Many institutional and

tax factors, eg the reform of cap-
ital gains taxation, a bank strike
and the introduction of the with-
holding tax on interest income,
have influenced the quantity of
money.

The models of the demand
for broad money are similiar to
the narrow money models. Be-
cause of the return earned on
broad money, demand for it
reacts more slowly to interest
rate changes than does the de-
mand for narrow money. The re-
lationship between the quantity
of broad money and total output
is stable only if one takes into
account the deregulation of the
financial markets and the sharp
rise in asset prices in the late
1980s. Deviations fromthe long-
run level of the demand for mon-
ey are not reflected in the price
level as measured by consumer
prices.
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MEASURES CONCERNING MONETARY AND FOREIGN EXCHANGE
POLICY AND THE FINANCIAL MARKETS

1993

MARCH

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

APRIL

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

AN

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

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

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

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

Support to Skopbank. On

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

JUNE

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

1 June 1993.

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

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

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

JULY

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

AUGUST

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
6.5 per cent to 6.0 per cent with
effect from 16 August. 17
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Guarantee to the Union
Bank of Finland and
Kansallis-Osake-Pankki.

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

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

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

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

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

OCTOBER

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

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

NOVEMBER

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

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

DECEMBER

Base rate.The Parliamentary
Supervisory Board lowers the

Bank of Finland's base rate from
6.0 per cent to 5.5 per cent with
effect from 1 December.
Collateral requirements for
banks' intra-day and liquid-
ity credit. The Bank of Finland
specifies the collateral
requirements for banks' liquidity
credit and intra-day credit with
effect from 1 December. The
intra-day overdraft limits
introduced on banks' current
accounts on 1 March 1993
become permanent and
liquidity credit must always be
fully collateralized. Banks which
fulfil the criteria for access to
central bank liquidity credit are
required to deposit collateral
equivalent to 25 per cent of their
overdraft limits whereas other
banks are required to deposit
collateral for the full amount of
their limits. .
Support to Skopbank. On 22
December, the Government
grants capital support to
Skopbank by purchasing
preferred capital certificates
issued by Skopbank to the total
value of FIM 350 million.

1994

JANUARY

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

24 January.

FEBRUARY

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






FINLAND IN BRIEF

LAND, CLIMATE AND
POPULATION

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

Finland has a population of
5080100 (31December 1993) and an
average population density of 16.6 per
square kilometre. The fargest towns are
Helsinki (Helsingfars), the capital, with
509500 inhabitants, Espoo (Esbo)
182 500, Tampere (Tammerfors) 176 600,
Vantaa (Vanda) 161 400 and Turku
(Abo)160500.

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

FORM OF
GOVERNMENT

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

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

Parliament, comprising 200 mem-
bers, is elected by universal suffrage
for a period of four years. Following the
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; Left-Wing Alliance 19; Swedish Peo-

20 ple's Party 12; The Greens 10; Christian
Bulletin 5 « 94

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 became a member of the
BIS in 1930, the IMF in 1948, the IBRD
in 1948, GATT in 1950, the UNin 1955,
the Nordic Council in 1955, the IFC in
1956, IDA in 1960, EFTA in 1961, the
ADBin 1966, the OECDin 1969, the IDB
in 1977, the AfDB in 1982, the MIGA in
1988, the Council of Europe in 1989
andthe EBRDin 1991.

Having abolished most quantita-
tive restrictions on foreign trade in
1957, Finland first took part in Euro-
pean free trade arrangements under
the auspices of EFTA in 1961. Imports
fromthe USSR were also progressively
freed from customs duties. Finland's
free trade agreement with the EEC
entered into force in 1974 and agree-
ments for the removal of trade barriers
were concluded with several eastern
European countries as well. 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 member-
ship of the European Community. Citi-
zens of the five Nordic countries,
Denmark, Finland, Iceland, Norway
and Sweden, have enjoyed acommon
labour market, a passport union and
reciprocal social security benefits since
the mid-1950s.

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

THE ECONOMY

Output and employment. Of the
gross domestic product of FIM 414 bil-
lion in basic values in 1992, 3 % was
generated in agriculture and fishing,
2% in forestry, 22 % in industry, 6 % in
construction, 12 % intrade, restaurants
and hotels, 9 % in transport and com-
munications, 3 % in finance and insur-
ance, 18 % in other private services
and 22 % by producers of government
services. Of total employment of 2.0

million persons in 1993, 8 % were
engaged in primary production, 27 %
in industry and construction and 65 %
in services.

In 1992, expenditure on the gross
domestic product in purchasers' values
amounted to FIM 476 billion and was
distributed as follows: net exports
1.2 % (exports 26.8 %, imports
-25.6 %), gross fixed capital formation
18 %, private consumption 57 % and
government consumption 25%. Fin-
land's tax ratio (gross taxes including
compulsory employment pension con-
tributions relative to GDP) was 47 per
cent, which is somewhat below the
average for the Nordic countries.

Average annual (compounded)
growth of real GDP was 4.7 % in the
period 1950-59, 5.0 % in 1960-69,
3.7%in 1970-79, 3.7 % in 1980-89and
3.7 % in 1950-92. Finland's GDP per
capita in 1992 was USD 21 000.

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

In 1993, the share of forestindustry
products in total merchandise exports
was 36 %, the share of metal and engi-
neering products 45 % and the share
of other goods 19 %. Raw materials
and intermediate goods (incl. crude oil)
accounted for 59 % of merchandise
imports, fuels for 5 %, investment
goods for 16 % and consumption
goods for 20 %.

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

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

Energy. In 1992, gross consump-
tion of primary energy amounted to 30
Mtoe, of which industry accounted for
45 %, heating for 22 %, transportation
for 14 % and other purposes for 19 %.
The sources of primary energy in 1992
were as follows: oil 29 %, coal 9 %,
nuclear power 15 %, hydro-electric
power, peat and other indigenous
sources 31 %, others 16 %. Compared



internationally (1990), Finland's con-
sumption of 5.8 toe (OECD definition)
per capita was 1.8 times higher than
the average in European OECD coun-
tries. The self-sufficiency rate (includ-
ing nuclear power) in Finland was
39 %, as compared with 60 % in west-
ern Europe on average.

FINANCE AND BANKING

Currency. Finland has had its own
monetary system since 1865. The cur-
rency unit is the markka (plural: mark-
kaa), abbreviation FiM, whichis divided
into 100 pennié (singular: penni). From
1 November 1977 to 7 June 1991 the
external value of the markka was offi-
cially expressed in terms of a trade-
weighted currency index, which was
permitted to fluctuate within a pre-
scribed range (from 30 November 1988
the range was 6 percentage points).
From 7 June 1991 to 7 September 1992,
the markka was pegged to the Euro-
pean Currency Unit, the ECU. The fluc-
tuation margins and the midpoint were
set s0 as 1o correspond to the fluctua-
tion margins and midpoint of the old
currency index. The midpoint was first
4.87580 (FIM/ECU). Owing to the
devaluation of the markka on 15
November 1991, the midpoint was
increased to 5.565841 and the fluctua-
tion limits to 5.39166 and 5.72516. On
8 September 1992, the Bank of Finland
decided to temporarily abandon the
limits of the fluctuation range and allow
the markka to float. On 13 November
1992, the Government, on the basis of
the amended Currency Act, authorized
the Bank of Finland to float the markka
for an indefinite period.

The Central Bank. The Bank of
Finland (Suomen Pankki — Finlands
Bank), founded in 1811, operates under
the supervision of the Parliamentary
Supervisory Board, the nine members of
which are entrusted with overall supervi-
sion of the Bank and certain specific
decisions such as fixing the Bank's base
rate and the limits for other rates. The
Governor and a maximum of five other
Members of the Board are appointed
by the President of the Republic. The
Board manages all affairs not expressly
entrusted to the Parliamentary Super-
visory Board, including the terms of
banks' central bank finance and open
market operations in the money and for-
eign exchange market. The powers
vested in the Bank and its independ-
ence of the Government make the Bank
of Finland one of the world's stronger
central banks. In practice, the Bank li-
aises closely with the Government, so
as to coordinate economic policy. The
Bank of Finland has a head office in
Helsinki and 5 branch offices in other
towns.

Otherbanks (31 December1992).
Finland has three major groups of
deposit banks with atotal of about 2 700
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 29 foreign branches, sub-
sidiaries and associate banks and 31
representative offices abroad. There are
41 savings banks and 310 cooperative
banks with their own extensive branch
networks. In addition, foreign banks
have three branches and eight repre-
sentative offices in Finland.

Financial market. Of the total
stock of FIM 758 billion in outstanding
domestic credit at the end of 1992,
58 % was provided by deposit banks
3 % by private mortgage banks, 19 %
by insurance companies, 3 % by other
private credit institutions, 6 % by public
financial institutions and 10 % 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, 80 % of the
instruments, which totalled approxi-
mately FIM 189 billion at end-1993,
were negotiable instruments such as
bank certificates of deposit, commer-
cial paper, Treasury notes and local
authority paper. Funds raised through
bank trust departments and non-nego-
tiable bank debt instruments make up
the bulk of non-negotiable instruments.
In its open market operations, the Bank
of Finland deals in bank certificates of
deposit and also issues its own certifi-
cates of deposit.

There are 58 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 137
billion (at end-1993). Two foreign com-
panies are also quoted. Domestic
bonds and debentures in circulation at
end-1993 totalled FIM 190 billion; gov-
ernment bonds made up 39 % of the
total. Turnover on the Stock Exchange
in 1993 amounted to FIM 106 billion;
the share of shares and subscription
zgr&s in the total was approximately
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1. THE BALANCE SHEET OF THE BANK OF FINLAND
1.1 THE BALANCE SHEET OF THE BANK OF FINLAND,

MILL. FIM
1993 1994
31 Dec. SApeil 15 Aprll 22 April 29 April
ASSETS
Gold and forelgn anrency daimns 33472 41931 41 476 41612 41623
Gold 2180 2180 2180 2180 2180
Special drawing rights 664 655 654 655 650
IMF reserve tranche 1747 1611 1607 1611 1597
Convertible currencies 28 882 37 485 37036 37 166 37197
Othor foreign cluims 5058 5154 5154 5154 5154
Markka subscription to Finland's IMF quota 5058 5154 5154 5154 5154
Term credit - - - - -
Clalns on finandal institutions 8 677 4 825 4 606 5051 3314
Liquidity credits 1 - - - -
Certificates of deposit 1 844 669 480 2 366 1937
Securities with repurchase commitments 5493 2922 2 905 1463 156
Term credits - - - - -
Bonds 1101 996 984 984 983
Other claims on financial institutions 238 238 238 238 238
Claims on the public secior 1788 1780 1790 1789 1828
Treasury bills - - - - -
Loans to the Government Guarantee Fund - - - - -
Total coinage 1788 1780 1790 1789 1828
on 3303 3252 3261 3255 3249
Financing of domestic deliveries (KTR) 496 445 442 436 431
Other claims on corporations 2 807 2 807 2819 2819 2819
Other assels 6826 4989 4989 4989 4993
Loans for stabilizing the money market 5752 4832 4832 4832 4832
Accrued items 907 - - - -
Other assets 166 157 157 157 161
Caplialized expendiures and losses due fo
safeguarding the stubliity of the money
mariet 1400 1400 1400 1 400 1400
Tolal 60 524 63330 62 676 63248 61561
LIABILITIES
Forelgn currency lichilities 193 142 137 136 134
Convertible currencies 193 142 137 136 134
Other foreign Hablilties 6189 6258 6256 6258 6249
IMF markka accounts 5058 5154 5154 5154 5154
Allocations of special drawing rights 1131 1105 1102 1105 1095
Other foreign liabilities - - - - -
Notes and coin In circulation 14 994 14 048 13 863 13795 13927
Notes 13 442 12 495 12313 12248 12377
Coin 1552 1553 1549 1548 1550
Certificates of deposit 14 837 22 995 22 830 21765 21695
Liablilities fo finandal instiiutions 8 201 6998 6735 8280 6895
Call money deposits 1803 720 458 2003 483
Term deposits - - - - -
Minimum reserve deposits 6 398 6276 6276 6276 6411
Other liabilities to financial institutions - 1 1 1 1
Liabilities fo fhe public seclor 784 282 323 337 39
Cheque accounts 8 1 1 0 0
Deposits of the Government Guarantee Fund 776 281 322 337 39
Other liabilities to the public sector - - - - -
Liablilties fo corporations 2087 1791 1783 1780 1805
Deposits for investment and ship purchase 2087 1791 1783 1780 1805
Othor liabilities 627 101 89 920 91
Accrued items 536 - - - -
Other liabilities 92 101 89 90 91
Valuation account and reserves 6 847 4951 4896 5043 4963
Capital accounts 5764 5764 5764 5764 5764
Primary capitol 5 000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
Profit/loss for the accounting year - - - - -
Total 60 524 63 330 62 676 63248 61561
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
End :'d Forelgm sector Pyblicsscior
poci Gold Spedal [ 1 Comvert- Foreign Other Net Claims Uabil- Net
drawing reserve ible exchange  claims, cdaims Hies calms
rights tranche curren- reserves net {5+6) (8-9}
cles (1+24+3+4)
1 2 3 4 - [ 7 8 9 10
1989 2179 966 950 18 822 2297 - 166 22752 1137 5325 -4188
1990 2180 791 783 33478 37232 -1273 35960 1314 1321 -7
1991 2180 932 1136 29381 33629 - 424 33204 1375 3 1372
1992 2180 564 1732 25041 29517 -2998 26519 2446 90 2 356
1993 2180 664 1747 28 882 33473 -1324 32148 1788 784 1004
1993
April 2180 615 1842 30262 34 899 - 954 33946 2 639 59 2 580
May 2180 634 1819 29976 34 609 - 890 33718 2416 64 2352
June 2180 650 1866 32332 37028 -875 36152 1396 591 805
July 2180 661 1899 30342 35082 -866 34217 1396 150 1246
Avg. 2180 680 1927 27014 31 801 - 887 30914 1412 149 1263
Sept. 2180 675 1869 22 359 27 083 -929 26154 1444 149 1295
Ocl. 2180 668 1850 24766 29 464 ~-907 28558 1652 149 1503
Nov. 2180 678 1854 26 375 31087 -905 30182 1801 649 1152

Dec. 2180 664 1747 28 882 33473 -1324 32148 1788 784 1004

1994

Jan. 2180 645 1697 36 652 41174 -1347 39827 1739 904 835
Feb. 2180 657 1676 42 067 46580 -1298 45282 1768 300 1468
March 2180 661 1688 38117 42646 -1257 41389 1793 251 1542

Aprll 2180 650 1597 37197 41623 -1229 40394 1828 39 1789
Bnd of Domniestlc financlul secior Corporute sector
dl‘;.-'l-.ll I.lq-ldliy MI-I--- Net cl:-:i-: Special Net ll::‘u ‘.O-I-
dopasht u@ nn-d-l A1riae  femmet Sther (16+17) seinin CDsisswed :u
[ et fNouncing  met” fatien of Finlond
T 12 14 15 16 17 18 19 20

1989 33230 -531 -25506 5558 12751 2000 -10604 -8604 13129 -
1990 9411 -418 -17401 5744 2665 1477 -9724 -B247 14555 -
1991 11882 -2206 -10361 5531 4846 1086 -6854 -5768 14528 8 880

1992 3738 -550 -13165 4572 -5405 747 -2651 -1904 14508 4 880
1993 7337 -1802 -6398 1339 476 496 720 1216 14994 14837
1993

April 2688 815 -14599 4355 8371 662 -1744 -1082 13834 13490
May 5359 -3395 -11790 434} - 5485 643 392 1035 13870 16190
June 4275 945 - 1556 6776 608 428 1036 13864 28367
July 4763 75 —-6262 1488 64 592 475 1067 13553 18956
Avg. 6953 408 -6310 1459 2 509 575 524 1099 13297 18259
Sepf. 6474 1764 -6338 1470 3369 555 597 1152 13317 13615
Oct. 6759 -386 -6320 1429 1481 535 614 1149 13653 14480
Now. 6951 -1373 -6476 1405 507 517 642 1159 15836 12259
Dec. 7337 -1802 -6398 1339 476 496 720 1216 14994 14837
1994

Jan. 4198 -889 -6393 1283 -1801 482 860 1342 14084 22440
Feb. 1802 -426 -6346 1250 -3720 466 950 1416 13855 26290
March 3842 -1083 -6276 1241 -2276 449 1003 1452 14194 23435
Aprll 2093 -483 -6411 1220 -3581 431 1014 1445 13927 21695

! Call money claims on deposit bunks, net, until 2 July 1992,
2 Cash reserve deposifs prior to 1 July 1 993.
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EXCHANGE POSITION

2.1 BANKS' LIQUIDITY POSITION

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

2.2 THE BANK OF FINLAND'S MINIMUM

AT THE BANK OF FINLAND, RESERVE SYSTEM®
MILL. FIM
Average of Call Liquidity Liquidity ind Reserve roquirement Cash Deposits,
:::L'mllo-l d:.:::l aredhe’ P':'::.'l- o “::“ "oin.' "z:'“' m::: il FiM
: eriod wire-
" (1-2) ’ depgsits, ‘.'9.6."" caphal, % ::M, % Totul
1 2 3 1 2 3 4 5
1989 416 369 47 1989 9.1 25506
1990 806 132 674 1990 7.0 17 401
1991 881 985 -103 1991 . . . 40 10 361
1992 2103 437 1666 1992 . . . 5.0 13165
1993 831 425 407 1993 20 1.5 1.0 . 6398
1993 1993
April 629 390 239 April 55 14 599
May 763 186 577 May ) 45 11790
June 1032 387 645 June . . . - -
July 981 518 462 July 20 15 1.0 6262
Avg. 581 31 270 Avg. 2.0 1.5 1.0 6310
Sept. 482 480 2 Sept. 20 1.5 1.0 6338
Oct. 605 759 - 154 Oct. 20 1.5 1.0 6320
Nov. 714 336 378 Nov. 20 15 1.0 6476
Dec. 955 103 852 Dec. 2.0 1.5 1.0 6398
1994 1994
Jan. 933 105 828 Jan. 20 1.5 1.0 6393
Feb. 767 0 767 Feb. 20 1.5 1.0 6346
March 715 0 715 March 20 1.5 1.0 6276
April 1275 0 1275 April 20 1.5 1.0 6411
'Coll money credits and call money position until 2 July 1992. *Cash reserve system priorto 1 July 1993
2.3 THE BANK OF FINLAND’S MONEY MARKET TRANSACTIONS, MILL. FiM
During Purchases Sales Matured Money market
period of money of meney momey transactions, net
market market market {1-2-3)
Instruments imstruments instruments,
net
1 2 3 4
1989 131110 3855 99 245 28010
1990 163 326 26 379 160 797 -23850
1991 109 568 30 380 81 969 -2781
1992 76230 137 940 - 60417 -1293
1993 86 521 146 899 - 50 486 -9892
1993
April 5870 11 310 1450 - 6890
May 4250 21140 -775 -16115
June 4041 22 169 -19911 1783
July 7070 12 260 . -18 300 13110
Avg. 7240 14 950 I - 10660 2950
Sept. 7920 7720 : -6920 7120
Oct. 10110 11 970 1180 -3040
Nov. 8310 9200 -2090 1200
Dec. 9250 9 690 1250 - 1690
1994
Jan. 5720 17 000 -3130 -8150
Feb. 3940 19430 -10230 - 5260
March 5770 22180 — 21 540 5130
S4 April 4080 17730 - 13435 - 215
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2.4 THE BANK OF FINLAND'S TRANSACTIONS IN CONVERTIBLE CURRENCIES, miLL. Fim

Infervention in the foreign exchange market Spet Contral
lu-rlll.l‘m ..v'o.r':;.-nl's
:::::’ p-:ci.:lu I.I-l..'l '.l':'l:znnllo-;'. Io'l.o:w-rd exchange
change In ferward s, tioms,
exchange position net net
1 2 3 4 5
1991 35120 - 69940 -14820 12 820 12 260
1992 20050 - 70640 - 1650 390 45060
1993 25120 — 45080 7 460 -6910 33240
1993
March - - 7470 -3920 4030 2 690
April 3610 -3010 4510 - 1650 10820
May 5220 -2090 2410 - 2300 660
Jume 6040 -1010 1220 - 14600 - 1690
July 960 - 8360 - 4800 4520 - 820
Avg. 510 -3580 960 - 810 - 420
Sept. - -1170 2050 -1950 -1770
Oct. 2790 - 100 1540 - 1510 2980
Now. 2270 -70 -40 - -1170
Dec. 3720 - 370 - 340 1430
1994
Jan. 12 550 - 2720 — 2680 — 1490
Feb. 1310 - 750 - 270 280 4670
March - -2200 - - - 1800
2.5 FORWARD EXCHANGE CONTRACTS, miLL £im
Steck Finulsh banks' ferward N 1 forward
atend contracts with Finnish
With Finnish customers With forelign customers Withthe Total cusiomers
perlod {oxcl. Finnish banks) :ﬁ.ﬁ :‘l {oxcl. Fliunish bomks)
porchasts outeste ' perdasss utents "™ perchenentrom 7 purdves Suionre M
from Finnish from ferelgm the Bank of from Flanish
Finnish  cusiomers forelgn customers Finlond Finnish  costomers
cusiomers cusiomers customers
1 2 3 4 5 6 7 8 L 4 10 11
1989 10531 3563 6967 44885 36854 8031 205 15204 w . .
1990 11609 4979 6631 21179 11079 10100 -6098 10633 237 55 183
1991 33004 36352 -3348 40056 37505 2550 8953 8155 1404 645 759
1992 39195 32939 6256 21142 32339 -11197 7133 2192 1614 1929 -315
1993 38373 23721 14652 14346 21895 -7548 1939 9043 11632 2173 9459
1993
March 33115 34059 944 16445 26632 -10187 9815 -1316 4096 1586 2510
Aprll 36298 33616 2682 15031 26189 —11158 7460 -1016 4305 1763 2542
May 36027 31763 4264 16521 23513 -6992 4144 1416 3882 1214 2668
June 36401 26908 9493 16072 21858 -5785 2204 5912 5237 1275 3962
July 34287 26687 7600 15428 29360 -13932 6718 386 6882 854 6029
Awg. 32677 26607 6070 15791 26631 -10840 5912 1142 7013 1063 5950
Sept. 34391 29105 5287 14931 25519 -10588 4221 -1080 7072 1625 5447
Oct. 36251 31071 5179 14928 25313 -10384 2293 -2912 9942 2313 7629
Nov. 36988 26544 10444 14010 26027 -12018 2527 953 8755 1840 6915
Dee. 38373 23721 14652 14346 21895 -7548 1939 9043 11632 2173 9459
1994
Jan. 43162 19298 23864 13803 23618 -9815 439 14488 13494 2622 10872
Fob. 41288 16030 25258 17043 23240 -6197 489 19550 14542 2903 11639
March 42814 16519 26295 18003 24476 -6473 489 20311 14280 2599 11682 S5

Bulletin 5 » 94



I
3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED

BY THE BANK OF FINLAND, per CENT

Averago of Infer-bank
daily ob- . m:'l..lﬂ HELIBOR Bank :.I.F.I:I--d
1 3 6 12 Liquidity Call Base
month months months months credit mon rate
rate’ depesit
rale
1 2 3 4 5 6 7 8
1989 10.21 12.32 12.53 12.61 12.72 13.40 4.00 7.67
1990 10.57 13.63 13.99 14.16 14.39 15.00 4.00 8.50
1991 14.89 13.64 13.07 12.69 12.53 15.48 4.00 8.50
1992 13.32 13.49 13.27 13.08 12.96 14.90 7.41 9.17
1993 7.71 7.85 7.73 7.59 7.47 8.95 4.95 6.85
1993
April 8.93 8.85 8.73 8.57 8.44 9.85 5.85 7.50
May 8.48 8.41 8.25 8.14 7.97 9.42 5.42 7.26
June 7.77 7.70 7.62 7.57 7.55 8.72 4.72 7.00
7.45 7.31 7.27 7.22 7.12 8.31 4.31 6.73
Avg. 6.18 6.70 6.65 6.56 6.52 7.74 3.74 6.24
Sept. 6.35 6.81 6.68 6.49 6.29 7.76 3.76 6.00
Oct. 6.97 7.13 6.87 6.60 6.29 8.08 4.08 6.00
Nov. 6.76 6.95 6.58 6.23 5.93 7.97 3.97 6.00
Dec. 6.22 6.16 5.90 5.68 5.52 8.21 4.21 5.50
1994
Jan, 5.63 5.38 519 5.05 5.01 7.44 3.44 50
Feb. 4.52 4,82 4.82 4.88 5.05 6.84 2.84 5.25
March 4.39 4,82 4.80 4.88 5.12 6.76 2.76 5.25
April 4.31 5.01 5.13 5.43 5.75 6.99 2.99 525
! Call money credit rate until 2 July 1992,
3.2 THE BANK OF FINLAND’S 3.3 WEIGHTED EURORATES
LIQUIDITY FACILITY AND COMMERCIAL
ECU INTEREST RATE, per CENT
'lllo.l'-nk I.I1-Id- “1!!"- Call :'v::: . ECU 3 . hnl-c:'nhl
Finland's aodit:  crodit  doper.  oheer- e
tonder intor- matur- Its: vations 3months
rate, % estrale Ity, inter-
margin, days ost 1 2 3
%-points rate
margin,
= 1999 %3 81 83
1 2 3 4 1901 101 85 9.9
1992' 13.85 1992 +1.00 7 -3.00 1992 10.4 7.8 10.6
1993 7.87 1993 +2.00 7 -2.00 1993 8.0 6.0 8.1
1993 1993 1993
ril 8.85 ril +1.00 7 -3.00 il 8.6 6.3 8.9
8.42 +1.00 7 -3.00 y 7.9 6.1 7.9
June 7.72 June +1.00 7 -3.00 Jume 7.6 6.1 7.5
July 7.31 July +1.00 7 - 3.00 July 7.7 59 7.8
Avg. 6.74 Avg. +1.00 7 - 3.00 Avg. 7.5 5.5 7.7
g:rl. 6.76 Sept. +1.00 7 - 3.00 Sept. 7.4 55 7.7
5 7.08 Oct. +1.00 7 -3.00 Oect. 7.2 5.6 7.5
Nov. 6.97 Now. +1.00 7 -3.00 Neovw. 6.8 5.4 7.0
Dec. 6.21 Dec. +2.00 7 -2.00 Dec. 6.5 52 6.5
1994 1994 1994
Jan. 5.44 Jan. +2.00 7 -2.00 Jamn. 6.3 5.1 6.4
Feb. 4.84 Feb. +2.00 7 —-2.00 Feb. 6.3 5.1 6.4
March 4.76 March +2.00 7 ~2.00 March 6.2 5.2 6.3
April 4.99 April +2.00 7 —-2.00 April 6.0 5.1 6.2
05.04.1994 5.02
07.04.1994 5.00
18.04.1994 4.97
S6 ' July — December
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3.4 RATES OF INTEREST APPLIED BY BANKS, per CENT

'A.vor-n Lending Markka deposits and other markka funding
r
:I.o.d Now credits I‘:n.l'l-'; Of which: :‘:llll :‘o.nlh lo:x.-. " rafe J ° rateof rateof
Cheque Billsof Loans Now rafe Come~ fax- taxe oxompt inferest Interest Interest
account eox- londing, mer- exompt eoxempt deposiis, on onother onmarkka
and pest- change total dal deposiis’ depesits’ max. deposits funding fending
algirve banks rafe of
crodits Inferest’
1 2 3 4 5 6 7 8 9 10 11 12
1989 12,97 13.47 11.58 12.07 10.56 10.40 7.50 . 4.50 567 11.92 7.37
1990 1324 1562 13.33 13.85 11.84 11.61 7.50 . 4.50 6.43 13.55 8.41
1991 1363 1588 13.40 13.84 12.08 11.80 7.50 . 4.50 710 13.22 8.97

1992 1404 1586 13.32 13.75 1246 1213 750 850 4.50 741 1284 9.14
1993 9469 1355 940 975 1020 992 350 4.50 2.00 4.78 8.86 6.15

1993

March 11.35 1450 1093 11.29 11.07 10.84 550 6.50 4.50 587 1004 730
April 1082 1423 10.29 10.60 10.89 10.62 550 6.50 4.50 5.74 972 7.1
May 9.78 1423 10.13 10.40 10.56 10.27 500 6.00 2.50 4.90 942  6.43
June 559 1388 951 944 1035 1006 500 6.00 2.50 4.75 9.08 6.18
July 1045 13.04 899 9.47 10.01 9.73 450 5.50 250 4.50 8.64 5.88
Avg. 10.67 1320 879 925 958 926 4.00 5.00 2.50 4.10 8.09 544
Sept. 766 1297 839 868 938 909 400 5.00 2.50 3.96 7.88 531
Oct. 992 1239 866 9.04 928 897 400 5.00 2.50 3.89 7.77 524
Nowv. 9.51 1277 829 8.64 9.21 8.90 400 5.00 2.00 3.71 7.44  5.04
Dec. 883 1155 732 7.62 885 848 350 4.50 2.00 3.33 6.94 455

1994

Jan. 809 1125 735 7.62 858 822 350 450 2.00 3.1 6.41 4.19
Feb. 825 1192 714 746 834 797 325 425 2.00 2.93 595 3.92
March 499 1173 673 678 816 777 325 425 2.00 2.88 577 3.85

! End of period.

3.5 YIELDS ON BONDS AND DEBENTURES, percent

Perlod Reference rates Taxable Taxable Taxfree
calevlated b government wblic blic
the Bank of Finland bonds sswes ﬂ:uel
5 ] 10
yeoars yeours yeurs yoars

1 2 3 4 5 6
1989 12.2 12.0 12.1 . 11.9 8.1
1990 13.7 13.5 13.2 . 133 9.2
1991 12.3 122 11.9 . 12.6 10.0
1992 13.1 13.0 12.1 11.5! 13.8 9.9
1993 8.5 8.9 8.2 8.8 10.3 6.6
1993
March 9.7 10.0 9.4 9.9 1.4 7.6
April 9.6 10.0 9.3 9.8 11.0 7.8
May 9.2 9.6 8.9 9.5 11.0 6.7
June 8.8 9.2 8.4 9.0 9.3 6.7
July 8.2 8.7 8.0 8.5 11.1 6.3
Avg. 7.4 7.9 7.2 7.7 9.2 59
Sept. 7.2 7.8 7.3 7.9 8.3 58
Oct. 7.1 7.6 6.9 7.6 9.8 5.5
Now. 6.8 7.2 6.5 7.2 9.0 53
Dec. 6.5 7.0 6.2 6.9 9.2 4.9
1994
Jan. 6.1 6.6 58 6.4 7.8 4.7
Feb. 6.1 6.6 5.9 6.4 7.8 4.8
March 6.6 7.5 6.7 7.3 7.7 4.8
! November and December only. S7
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4. RATES OF EXCHANGE
4.1 MIDDLE RATES, Fim

Average New Monireal Londen Dublin Steckholm Osle Cop: L, kfert A Br Is Zwrich Paris

of daily York hagen aM dam

::I:;- 1UsSD 1 CAD 1GBP 11EP 1SEK 1NOK 1 DKK 1DEM 1NLG 1 BEF 1CHF 1 FRF
1 2 3 4 5 6 7 8 L 4 10 11 12

1989 42897 3.624 7.032 6.082 0.6654 0.6213 0.5869 2.2818 2.0226 0.1089 2.6243 0.6725
1990 3.8233 3.277 6.808 6.325 0.6459 0.6110 0.6181 2.3664 2.1002 0.1145 2.7576 0.7024
1991 4.0457 3.533 7.131 6.511 0.6684 0.6236 0.6322 2.4380 2.1634 0.1184 2.8208 0.7169
1992 4.4835 3.706 7.875 7.636 0.7714 0.7222 0.7444 2.8769 2.5552 0.1397 3.2000 0.8486
1993 57189 4434 8582 8.371 0.7350 0.8059 0.8822 3.4584 3.0787 0.1655 3.8706 1.0096

1993

April 55967 4.435 8.646 8.551 0.7519 0.8268 0.9131 3.5076 3.1212 0.1704 3.8346 1.0371
May 54792 4317 8.493 8.321 0.7484 0.8067 0.8888 3.4137 3.0432 0.1660 3.7865 1.0126
Jume 55487 4.339 8.394 8.212 0.7489 0.7961 0.8793 3.3664 3.0017 0.1638 3.7713 1.0001
July 5.7775 4506 8.638 8.150 0.7262 0.7906 0.8698 3.3682 2.9954 0.1631 3.8123 0.9897
Avg. 58307 4.462 8.699 8.110 07237 0.7915 0.8429 3.4363 3.0540 0.1618 3.8905 0.9818
Sept. 57832 4.379 8.813 8.295 0.7219 0.8168 0.8707 3.5637 3.1734 0.1660 4.0737 1.0188
Oct. 57495 4335 8.647 8.250 0.7172 0.8030 0.8682 3.5126 3.1255 0.1614 3.9946 1.0012
Nov. 58053 4.411 8598 8.147 0.7026 0.7856 0.8578 3.4148 3.0428 0.1602 3.8777 0.9825
Dec. 5.7548 4.320 8.578 8.159 0.6887 0.7753 0.8585 3.3645 3.0038 0.1611 3.9282 0.9840

1994

Jon. 5.6920 4.324 8.496 8.138 0.7001 0.7580 0.8407 3.2662 2.9173 0.1571 3.8683 0.9612
Feb. 5.5838 4.165 8.257 7.930 0.6992 0.7451 0.8245 3.2147 2.8669 0.1560 3.8297 0.9462
March 55326 4.057 8.248 7.932 0.6992 0.7530 0.8343 3.2688 2.9089 0.1586 3.8681 0.9591
April 54911 3.974 8.139 7.885 0.6965 0.7455 0.8246 3.2336 2.8795 0.1571 3.8174 0.9438

Average Rome Vieana Lisbon Reykjavik Madrid Athens Tallinn Tekyeo Mel- icu SDR

of dally bourme Commer-

quo- elal

tations 1m 1AYS 1PTR 11isK 1ESP 10RD 1 EEK 1Y 1AUD 1 XEU 1XDR
13 14 15 16 17 18 19 20 21 22 23

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

1990 0.00319 0.3363 0.0268 0.0656 0.0375 . . 0.02647 2.988 4.864 5.18322

1991 0.00326 0.3464 0.0280 0.0684 0.0389 0.022 0.03008 3.152 5.003 5.52733

1992 000364 0.4088 0.0332 0.0778 00438 0024 0.4060 0.03546 3289 5798 6.31546
1993 0.00364 0.4916 0.0356 0.0846 0.0451 0.025 0.4323 0.05168 3.885 6.685 7.98758

1993

April  0.00364 0.4985 0.0378 0.0886 0.0484 0.026 0.4384 0.04982 3.985 6.830 7.91819
May 000371 0.4851 0.0362 0.0868 0.0453 0.025 0.4267 0.04970 3.826 6.672 7.76351
Jume 0.00370 0.4784 0.0354 0.0858 0.0438 0.025 0.4208 0.05172 3.747 6.582 7.82674
July 0.00365 0.4786 0.0345 0.0806 0.0430 0.025 0.4210 0.05365 3.913 6.564 8.03185
Avg. 0.00363 0.4884 0.0336 0.0813 0.0420 0.025 0.4295 0.05621 3.957 6.555 8.17177
Sept. 0.00369 0.5064 0.0348 0.0833 0.0442 0.025 0.4455 0.05485 3.772 6.771 8.20308
Oct. 0.00359 0.4994 0.0340 0.0823 0.0435 0.024 04391 005378 3.797 6.671 8.09230
Nov. 0.00348 0.4856 0.0334 0.0811 0.0423 0.024 0.4268 0.05383 3.861 6.550 8.06368
Dec. 0.00341 0.4785 0.0330 0.0800 0.0410 0.023 0.4206 0.05237 3.874 6.494 7.96460

1994

Jam. 0.00335 0.4647 0.0323 0.0779 0.0398 0.023 0.4083 0.05109 3.962 6.339 7.81835

Feb. 0.00331 0.4573 0.0318 0.0764 0.0395 0.022 0.4018 0.05251 4.000 6.236 7.74733

March 0.00332 0.4647 0.0318 0.0767 0.0398 0.022 0.4086 0.05264 3.937 6.309 7.75651
S8 April 0.00338 0.4597 0.0317 0.0761 0.0398 0.022 0.4042 0.05310 3.934 6.251 7.71418
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4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

Average Markka value of the ECU Currency in —
of dally FIM/ECU Trade-weighted Paymonis MERM
observa- corrency index currency index
tions Index

1 2 3 4
1989 4.73670 98.4 99.1 102.8
1990 4.85697 97.3 96.8 97.3
1991 5.00580 101.4 101.4 102.8
1992 5.80140 116.4 115.7 117.3
1993 6.69420 1324 136.1 141.8
1993
April 6.83031 134.0 136.4 141.6
May 6.67350 131.7 133.7 139.3
June 6.58470 130.9 133.6 140.1
July 6.57241 131.0 135.3 142.2
Avug. 6.60127 131.9 136.6 143.9
Sept. 6.81414 134.5 138.4 144.7
Oct. 6.69596 132.6 136.8 142.8
Nowv. 6.55386 130.4 135.3 141.7
Dec. 6.49606 128.9 133.9 139.8
1994
Jan. 6.34072 126.9 131.8 137.7
Feb. 6.23914 125.6 129.8 136.4
March 6.31275 126.5 130.2 136.6
April 6.25477 125.5 129.2 135.8
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5. OTHERDOMESTIC FINANCING
5.1 BANKFUNDING FROM THE PUBLIC, mtL. Fim

End of Chegue Trems- Time Other Markka Ferelgn Total Other Tolal
peried and aclion’ dep deposlis depesits, y deposlis funding fending
gire deposiis tetal depesiis {3+6) {7+8)
depesiis {(142+3+4)
1 2 3 4 5 6 7 8 9
1989 28942 85396 125748 240085 7358 247 444 35298 282742
1990 30953 96176 124 930 252 058 6818 258876 38835 297711
1991 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992 34832 88526 114771 21218 259347 14626 273973 65557 339530
1993 36379 92357 112413 21766 262915 14883 277798 63173 340971
1993
Jan. 36 386 90643 112861 21500 261390 15643 277033 62732 339766
Feb. 34514 90871 111873 21643 258901 16995 275896 67225 343122
March 36713 88594 110246 21576 257130 16498 273 627 67271 340898
April 34 626 88277 109522 21839 254264 15708 269972 64776 334747
May 36 856 86814 108988 22119 254776 14521 269297 67714 337011
Jume 36 554 87629 108571 22615 255368 13402 268770 67806 336576
July 35787 87997 107557 23582 254924 15616 270540 63737 334277
Avg. 36548 88515 105708 23870 254 640 14861 269502 65157 334659
Sept. 35312 88067 105958 23259 252596 16642 269239 66050 335289
Odt. 35746 89439 109350 22387 256922 16192 273114 67314 340428
Nov. 36 098 87692 109769 21451 255010 15799 270809 64128 334937
Dec. 36 379 92357 112413 21766 262915 14883 277798 63173 340971
1994
Jan. 38657 94042 108 694 22740 264133 1405 278183 70115 348298
5.2 BANKLENDING TO THE PUBLIC, miLL. Fim
Hind of Cheque Billsof Loams Markkas Forelign Total
poriod account oxchange londing, corrency londing
and pestal toral credits {4+8)
girocrediis {(1+2+3)
1 2 3 4 5 [
1989 15270 5650 257768 278 688 73176 351 864
1990 19152 5777 260790 285720 103134 388 853
1991 18037 4712 262 859 285 609 107714 393323
1992 16 045 3335 252163 271 544 95168 366712
1993 14217 2223 248 406 264 846 66 931 331777
1993
Jan. 15948 3017 251227 270192 96 543 366735
Feb. 16 086 2944 251 618 270 647 97973 368 621
March 15718 2894 251528 270140 95576 365717
April 15326 2891 251 556 269774 88 604" 358378
May 15198 2848 251553 269 599 85075 354 675
June 15221 2812 251 305 269 339 83482 352821 .
July 15192 2858 251610 269 660 82922 352 582
Avg. 15427 2670 251295 269 392 81 558 350950
Sepf. 15 425 2 656 251 667 269748 79 676 349 424
Ocl. 15094 2780 251 342 269216 75184 344 401
Nov. 14 872 2 664 250554 268 090 73810 341 899
Dec. 14217 2223 248 406 264 846 66 931 331777
1994
S10 Jan. 14 067 2049 246 950 263 066 64 203 327 269
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5.3 MONEY SUPPLY AND MONETARY AGGREGATES, miLLFim

h‘l..‘d Foreign Domestic croedi¥ Other - " m
per oot Guimsen Clolmeen  Total pory (1+848)
gevernment
1 2 3 4 L] 6 7 8
1989 —-59049 -18691 408 344 389 653 —-79084 124295 251519 272 603
1990 -82881 -19072 453720 434 648 — 85385 141 524 266 383 291045
1991 - 86555 - 6516 470 852 464336 -102540 130644 275241 310924
1992 - 68 099 81 439 937 440018 -97909 134829 274011 310733
1993* - 25989 1848 403 742 405589 - 100006 141759 279595 322 408
1993*
March - 52886 - 162 445947 445785 121904 135990 270994 311305
April - 41746 271 4371 871 432142 -121662 134069 268734 308 513
May -39870 687 430307 430993 -121897 134801 269227 307 799
June - 38803 4] 429 134 429175 120187 135602 270184 307 449
July - 34515 1 349 428 478 429827 -125718 135157 269594 309 002
Aug. -33338 2158 426871 429028 -126590 136005 269101 312036
Sept. - 29387 4183 424 966 429 149 - 132462 134 600 267 299 312044
Octl. -20713 3530 419 951 423482 130352 136989 272417 319050
Now. -23710 3430 417 372 420803 - 125479 137095 271614 312034
Dec. -25989 1848 403742 405589 - 100006 141759 279595 322 408
1994*
Jan. -23257 62 399 953 400015 ~-96524 145310 280234 328 482
Feob. - 18 440 423 397 966 398388 -101298 146600 278650 327 690
March .- . . . . 148913 280563 334 654
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, miLL. Fim
Endef Foreign = ¥ ':'.: » debt Totl  Owh  Cash
Deads  ork  (17230) bends  Temer ot (arery) Toemt tevidag
and promis- form and debt
delhen- sery Nabil- bills {4+8)
fores neles iles
] 2 3 4 5 6 7 8 9 10 11
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 55165 15956
1992 100244 3669 2474 106387 40578 13555 14762 68895 175282 61671 1978}
1993 142824 8737 4016 155577 71082 16060 22824 109966 265543 64233 36487
1993
March 1357192 8185 4422 147799 47824 13593 22315 83732 231531 63632 39402
April 139909 7834 4221 151964 49146 12897 22570 84613 236577 64197 45271
May 139488 8701 4209 152398 51126 1277t 22014 85911 238309 64292 43522
Jome 139102 9018 4263 152383 57718 12770 22126 92614 244997 64436 43203
July 142159 9510 4409 156078 59997 12769 21459 94225 250303 64796 40718
Asg. 143148 9457 4411 157016 63086 15355 23460 101 901 258917 65317 43091
Sepl. 145375 9350 4409 159134 64904 15354 24615 104873 264007 65879 42793
Oct. 143854 8868 4271 156993 69251 15354 23754 108359 265352 66435 42816
Nov. 144122 8930 4090 157142 71833 15313 22647 109793 266935 64381 47493
Dec. 142824 8737 4016 155577 71082 16060 22824 109966 265543 64233 36487
1994
Jan. 140312 7544 3021 150877 72215 18260 19629 110104 260981 24 095
Febh. 148138 6914 3076 158128 74481 18260 19391 112132 270260 31679
March 147889 6893 3001 157783 75083 18230 19182 112495 270278 20834 S11
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5.5 MARKKA BOND MARKET
A) ISSUES, MILL Fim

De | Tetal
| By sector Bytype ofioan (14+243+4+8)

[ - Fii jal Contral Local oth Private =

l'::':.- llll:l:::':ll .--::. - gover - 1] ore Publiclases plrcelngl {6+7+8)

Taxable Tuxiree
1 2 3 4 5 1 7 8 9

1989 4204 11022 5717 233 13 11146 2997 7046 21189
1990 4 640 17 891 4420 490 1007 17 234 607 10607 28 447
1991 7277 25737 11073 1320 - 30160 - 15247 45 407
1992 6984 15043 12965 2674 4 23 858 - 13812 37 671
1993* 11 691 12107 38101 2235 63 52741 - 11 456 64197
1993*
March 871 657 3944 656 13 4991 - 1149 6140
April 504 206 1835 89 - 2124 - 509 2634
May 3281 1262 2761 407 - 4257 - 3454 7711
June 3132 670 6 658 93 - 7107 - 3446 10 553
July 510 165 2286 - - 2451 - 510 2 961
Avg. 372 632 4 829 60 - 5879 - 15 5894
Sept. 50 497 2023 10 - 2 480 - 100 2 580
Oct. 410 697 5126 222 - 6223 - 232 6 455
Nov. 989 4160 2793 18 50 7 828 - 182 8010
Dec. 477 1726 600 205 - 2742 - 266 3008
1994*
Jan. - 2000 2216 45 - 4261 - - 4261
Feb. 530 7 2 359 280 - 3176 - - 3176
March 2260 1060 2 555 190 - 6 065 - - 6 065
B) STOCK, MiLL.FiM
End of Tolal
poried By sector Bytypeofiom (1+243+4+5)

Corpo- Finandal Coniral Local Others Publicisswes Private =

rations Institetions g t g placings {6+7+8)

Taxable Taxfree
1 2 3 4 5 [ 7 8 9

1989 21463 50216 29 381 1555 290 41162 27742 34001 102906
1990 23 522 59756 28812 1756 1298 52273 22970 39902 115145
1991 26 632 76701 35195 2766 3726 76346 18096 50578 145020
1992 26 617 82319 44 005 5237 3358 89534 13917 58085 161536
1993 32946 74 497 73 682 6894 2009 120707 10391 58930 190028

1993*

1 27 751 81343 51244 6092 3030 97679 12097 59684 169460
n 33614 79 950 60316 6618 2 369 107775 11558 63534 182867
m 33 334 77 791 67 504 6517 2018 113846 10727 62591 187164
v 32 946 74 497 73 682 6 894 2009 120707 10391 58930 190028
1994+ :
1 34235 72265 77 676 7255 1007 126 571 8898 56969 192438

S12
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C) TURNOVER, MiLL Fim

Durin Interbank Between banks Primary dealers’ fransactions in
porlo’ and cusiomers benchmark government bonds
Perchases Purchases Sales
from other from others to others
primary
dealers
1 2 3 4 5
1989 6 500 9 660 .
1990 5401 6058
1991 3343 29 134 . . .
1992 18221 58 594 10744 12156 13 354
1993 45966 241273 42945 95 647 117 489
1993
April 2073 12 289 1840 4 409 7048
May 2165 14 069 2114 4977 8328
Jone 2539 21079 2115 5810 7 307
July 4886 18 701 4725 7 990 10211
Awg. 4 426 20776 4387 9812 10579
Sept. 5364 24 405 5124 11 436 12 459
Oct. 4958 33749 4717 13 465 15832
Now. 4454 28725 4069 12703 12 069
Dec. 6012 26 948 5414 10765 12 500
1994
Jan. 8899 41 502 8437 17 411 19133
Feb. 14265 40 081 12 427 16 883 18 485
Marg 34926 56 958 32256 28 635 28 693
April 24 666 37 825 23 300 17 241 17 960
5.6 HELSINKISTOCK EXCHANGE
Average Share prices Tornover', mill. 1M
of daily
obser- HEX index (28 Dec., 1990=1008) Shures Bonds Yotal
vations and and
All- By ewnership By Indusiry sub- -
share = = scrip- fures
index Re- Non- Banks Insur- Mane- Of which: tien
stricted re- ond ance L rights
fimance and Ing Forest Mefal Con-
mvest- indes- omd glom-
ment tries ongl- erates
neer-
ring
¥ 2 3 4 5 6 7 8 9 10 11 12
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536
1990 1332 1324 1393 1263 1185 1376 1436 1282 1474 15521 4550 20071
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7 655
1992 772 759 868 425 467 942 1123 1206 890 10277 15377 25654
1993 1240 . . 608 644 1601 1695 1749 1751 46337 59977 106314
1993
April 1091 464 551 1419 1478 1566 1535 3019 3260 6279
May 1200 575 602 1542 1637 1748 1644 4451 4805 9257
Jume 1132 508 600 1461 1569 1597 1570 1906 4118 6024
July 1241 579 631 1618 1720 1659 1808 2810 2855 5665
Avg. 1410 830 813 1782 1954 1893 1944 6081 4509 10589
Sept. 1378 790 788 1745 1887 1860 1913 4689 6036 10725
Oct. 1502 820 781 1943 1958 2095 2212 6638 6936 13574
Now. 1542 810 770 2003 2093 215 2253 4842 7153 11995
Dec. 1549 773 801 2003 2114 2240 2209 4810 6375 11185
1994
Jan. 1797 870 952 2315 2357 2733 2537 8781 276 9057
Feb. 1917 942 1008 2462 2410 2982 2704 6395 558 6953
March 1861 824 948 2423 2249 2842 2793 7 060 334 7 394
April 1815 771 914 2376 2183 2689 2818 4 849 107 4956
' During period. S13
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS
6.1 CURRENT ACCOUNT, miL rm

Exporis
peorl

".l

Trans-
port

fob

L

{2+ 3+4) services
{1+8)

Services Exporis Investi-
ipts, of goods ment

Trans-

Current Imports
of

receipis .loodl,

income (6+7+8) cif

portex- ox-
pondi-
ture

1989 98265
1990 99750

7662
8347

1991
1992~
1993*

91100
105 809
132283

7508
8643
10602

25199 1869

24783
26 452
24 820
29 754

2002
2152
2323
2167

30951
32 587
32070
36 675

2442
2649
2847
2663

34459 2791

4497
4650
5044
6089
7079

6277
6081
5636
7730
9977

1244 1618

1159
1493
1958
1480

1702
1681
1923
2424

1351
1763
2203
1761

2894
2402
2233
2448

1396 2480

18436
19077

116701
118827

7

10212
12739

3652
4 461

130 565
136 027

104 400
101 967

18189
22 462
27 658

4731

4863
5326
6203
6071

6 688
6815
7284
6872

6 667

109 289
128272
159 941

29931

29645
31778
31023
35825

37639
39401
39353
43547

41126

10003
6423
7107

5336
5920
7262

2047 1359

2301
1269
1204
1649

1367
1374
1480
1699

2275
2073
1664
1095

1659
1945
1773
1884

1307 1784

124 628
140 614
174310

33337

33313
34421
33707
39173

41574
43419
42790
46 526

44216

86 348
93187
101 365

22912

22 698
24180
20677
25632

25672
24761
23965
26 967

24 672

3869
4363
3974
4360
5144

967

1001
1064
1119
1176

1180
1268
1313
1382

1170

8969
10766
11089
10962

9237

8759
9503
11011
13 369
16788

3014 3139

2725
2813
2853
2572

3422
3039
3242
3 666

2401
2276
2242
2319

4390
3960
4151
4286

1846 4219

During Services Imporis Invesi- Trans-
period expendi-

tere,
total
{11+12 services fure

+13) (10+14)

ods
and

mont forsand account account

Current Trade Trans- Travel Other

expen- (1-10)
Hure

{15+16

+17)

2-11)

3

(3-12) services account amd

servi-

{20+21
+22) cos

acount
(19+23)

net
(7-16) :

fors
and

1989
1990
1991
1992*
1993*

S14
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21596 125996
24 632 126 599
26074 112421
28690 121 878
31169 132534

7121 30033

7148
6916
7214
7413

29 845
31096
27 891
33045

7972
7505
7707
7987

33 644
32265
31671
34 954

7236 31908

16 17

21882 7561
26973 8967
28674 10529
30424 10347
35616 11686

6510 2725

8435
7400
6765
7824

3124
2381
2402
2440

10352
10701
7149
7414

3099
2689
2945
2953

9687 3208

155439 - 6134
162540 -2218
151624 4752
162649 12622
179837 30918

39268 2288

41405
40877
37058
43309

2085
2272
4143
4122

47095
45656
41766
45321

5279
7826
8105
9708

44803 9787

3793 - 4471 -2482
3984 - 6117 -3422
3534 -6044 - 5374
4283 - 4873 - 5639
5458 -2159 - 6810

902 - 1770 - 1521

1001 - 1566 -1720
1087 - 1320 - 1358
1204 -895-1319
991 -1092 - 1241

1262 - 1049 - 149
1381 -512 -1558
1534 -39 -1917
1281 -558 -1839

1621 -450-1739

-3160-9294
-5555-7772
-7885-3132
-6228 63%4
—-3511 27407

-2389 -102

-2285
-1590
-10Nn
-1342

- 200

682
3132
2780

-1283
- 690
-423

-1115

3995
7136
7682
8593

-569 9219

-11670
-14234
-1867
-24001
-28510

- 4463

-6134
-6131
-5561
-6174

-8076
-8628
- 5486
-6320

- 8381

26 27

-3910-24874
-4506-26513
-5192-26996
~4428-22035
—4424 -5527

-1367 -5931

~1758
~1007
-922
_741

-8092
~ 6456
-3351
-4136

~ 1440

—744
~1172
- 1068

-5521
-2236
1025
1205

-1424 -586



6.2 CAPITAL ACCOUNT!, miL Fim

During Impeorts of long-ferm caplial Exports of long-form capiiul Leng- Basic
o Direct Portiolio Loams Other Total Direct Portiolio Loums Other Tetal ::;TI-I balance

invest- invest- long- (1+2 Invest- invest- long- {6+7 account

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

Finlund Fimland capltal abroad abroad capltal

1 2 3 4 5 6 7 8 9 10 11 12

1989 2095 14756 8608 79 25538 13327 180 5323 273 19103 6435 -18439
1990 3010 22656 19674 169 45509 12471 577 - 499 294 12843 32666 6153
1991 -997 37284 14840 825 51952 4240 -372 1052 101 5022 46931 19935
1992+ 1777 36772 5505 479 44532 1821 367 3461 304 5953 38580 16545
1993* 3390 34548 15452 -1397 51993 10475 1661 -1012 410 11534 40459 34933
1991
v -777 2937 3211 619 5989 587 -356 697  -44 883 5106 -825
1992*
1 564 4173 -400 795 5132 624 182 621 273 1699 3433 -4659
n 74 12934 372 -261 13119 -208 1142 121 187 1242 11877 5421
m 340 5302 725 259 6626 775 -882 1117 182 1192 5434 2083
v 799 14362 4808 -314 19655 630 -75 1602 -337 1820 17836 13700
1993*
1 206 15781 8994 384 24597 1355 2981 -688 - 105 3543 21054 15534
n 803 14991 4440 477 19756 1505 -1094 478 148 1037 18720 16483
m 415 4763 3274 -456 7996 -150 -764 -795 722 987 8983 10008
v 1966 -986 -1255 -80 -355 7765 538 -6 -355 7942 -8297 -7091
1994*
] 2679 6047 -4016 -478 4232 4450 -851 1625 -254 1721 2511 1925
I)urm Imports of shori-torm caplital Exports of shori-term capital Errors Shori- Overall Change
per and torm balance In contral

Shorl- Trade Other Totul Short- Trade Other Total omls- capital  excl. bani’'s

ftorm cradils shert- (13+14 ferm ecredlis short- (17418 sioms account reserve forelgn

caphial form +18) capital form +19) {16-20 meve- exthange

impeoris caplial exports capifal +21) ments reserves

of aw- of au- {12+22)

therized thorkxed

banks banks

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

1989 4285 1627 3679 9592 1462 475 710 2647 5533 12478 -5961 5961
1990 16 258 1119 —1357 16020 -2290 - 1254 1244 -2300 -9381 8939 15092 - 15092
1991 13436 399 -1301 -14338 6261 882 3285 10427 - 1574 -26339 -6404 6404
1992* - 29022 7998 10626 -10399 567 4369 6563 10365 —-5030 -25794 -9249 9249
1993* -28391 4547 -2263 -26107 9883 2480 809 13171 5462 -33816 1117 -1117
1991
v -4383 1232 -2481 -5632 -13635 977 -4531 -17189 -4908 6649 5824 -5824
1992*
1 -2542 458 3694 1610 -4134 1003 1723 -1408 0 3018 - 1641 1641
n - 9587 3973 540 -5074 -1612 1167 -3403 -3848 5244 —6470 -1049 1049
m -11212 1155 12198 2141 6064 217 154 6435 -3955 -8248 -6165 6165
v - 5681 2411 -5805 -9076 -885 1983 8089 9187 4169 -14094 -394 394
1993*
1 -3093 411 -5857 -8540 14868 1560 -1232 15197 2509 -21228 -5694 5694
n -5939 2435 -1386 -4890 -3008 1225 -338 -2121 -3009 -5778 10706 -10706
m -10464 4828 2770 -2866 10909 3181 4339 18429 220 -21075 -11067 11067
v -8895 -3127 2210 -9812-12887 -3486 -1960 -18333 5742 14264 7173 -7173
1994*
1 5788 2484 435 3739 -3044 -1962 359 -4647 -31 8355 10279 -10279

! Capital account data are based on surveys as from the beginning of 1991.

recommendations.

The resulfing figures conform more closely to the IMF's
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, miLL. Fim

End of Lomng-form linbilities Lomg-ferm Lomg-
perled form
Direct Pori- Loans Other Total Direct Port- Loaus Other Total debit,
invest- folle long- (1+2+ Invest-  follo fomg- (6+7+ net
mentin invest- form 3+4) ment invest- form $+9) {3-10)
Finland meuntin capltal abroad ment caplial
Fimland abroad
1 2 3 a 5 6 7 8 9 10 11

1989 16093 82313 40110 994 139510 33234 7680 24572 2757 68243 71267
1990 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228
199% 17443 143685 75772 5827 242728 53560 7430 27907 6161 95057 147671
1992* 19260 211214 96081 7919 334473 61659 9165 34108 7670 112602 221871
1993* 22650 275118 119084 6870 423722 72818 11409 32655 8941 125823 297899

1991

wv 17443 143685 75772 5827 242728 53560 7430 27907 6161 95057 147671
1992*

1 18017 152414 78844 6768 256043 53857 7900 29179 6738 97674 158369
n 18101 161861 77058 6441 263460 53322 9089 28025 6648 97084 166376

m 18451 185346 86042 7290 297129 61356 8618 31039 7397 108410 188719
v 19260 211214 96081 7919 334473 61659 9165 34108 7670 112602 221871

1993*
i 19466 254366 115633 8233 397698 69231 12628 35652 8324 125835 271863
n 20269 256862 116641 7363 401135 66943 11472 33601 8287 120304 280832

m 20684 274240 123272 7255 425451 67711 10834 33805 9376 121726 303725
v 22650 275118 119084 6870 423722 72818 11409 32655 8941 125823 297899

1994*
1 24825 298823 87125 5620 416393 56649 11464 29791 7611 105514 310879
End of Shori-torm liabilities Shori-torm assels Short- Debt, Elol Notin-
period form nef nfor- feresf
Bunkef Shori- Trade Other Total Bamkof Short- Trade Other Total debt, (11+22) pstoand and
Fluland's ferm  credits shorl- (12+13 Finland's term credils shori- {(17+18 nel divi- dividend
short-  llabil- form +14+15)shert- assets ferm +19+20) (16-21) dend expendi-
ferm itles of liabll- torm of assels ox~ turein
Habil- awthor- tles assels  author- pendi- relation
ities fzed ized lere  focurremt
banks banks account
receipts

12 13 14 15 16 17 18 19 20 21 22 23 24 25

1989 3558 88751 12697 12883 117889 25113 33569 16516 5666 80864 37024 108291 10453 8.0
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 13130 9.7
1991 3149 99502 13798 14703 131152 35922 36727 15840 10545 99034 32118 179788 15671 12.7
1992* 7849 84253 21891 21603 135597 33966 43534 21323 16505115328 20268 242139 19007 136
1993* 6382 60380 26376 21659 114797 38530 55872 24238 17114 135755-20957 276942 23510 13.6

1991
) J 3149 99502 13798 14703 131152 35922 36727 15840 10545 99034 32118 179788 3713 111

1992°*

I 3185 100961 14219 18012 136376 35429 32960 17007 12637 98033 38343 196712 4886 147
n 3242 89647 18218 17832 128939 33516 32786 18123 8804 93229 35710 202086 4882 14.2
m 14067 86647 19397 20846 140956 29484 43316 18829 9425101054 39902 228622 4313 128
v 7849 84253 21891 21603 135597 33966 43534 21323 16505115328 20268 242139 4925 126

1993

1 5836 86548 22279 19173 133836 31998 60816 23570 16232132615 1221 273083 6827 164
n 6173 78062 24661 16779 125675 41889 56831 24521 14669 13791012235 268597 7378 17.0
m 6293 69318 29519 19669 124800 31987 68640 27853 19178 147 659-22859 280866 4236 9.9
N 6382 60380 26376 21659 114797 38530 55872 24238 17114135755-20957 276942 5069 10.9

1994*
S16 1 5234 57756 17221 10979 91191 47738 44711 21000 13887 12733636146 274734 7781 176
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.
6.4 FINLAND'S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, ML FiM

:'.':lz“ Long-term Habilities Long-ferm assets ';:'.'_.'_'

Cor- Banks Other Central Other Tofal Cor- Bunks Other Cenmiral Other Telal debt,

porate financial govern- {(1+2+ porale financlal govemn- {7+8+9 net

sector instiie- ment 3+4+38) secler instli- ment +10+11) (6-12)

tions tions
1 2 3 4 5 6 7 8 9 10 11 12 13

1989 58009 40199 17665 23063 574 139510 34828 26048 2313 3517 1537 68243 71267
1990 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228
1991 79212 70795 35623 56377 721 242728 57749 27641 2121 4752 2794 95057 147 671
1992* 94166 70253 49558 118081 2415 334473 69963 30619 3096 5627 3298 112602 221871
1993* 121805 71085 51048 176980 2803 423722 82485 29480 3695 7194 2970 125823 297899
1991
v 79212 70795 35623 56377 721 242728 57749 27641 2121 4752 2794 95057 147671
1992*
1 83295 69700 36053 65370 1624 256043 58653 28466 2298 5367 2890 97674 158369
n 81317 64232 37674 78534 1703 263460 58461 28235 2290 5147 2951 97084 166376
m 87852 68903 39531 98824 2020 297129 66650 30514 2451 5528 3268 108410 188719
v 94166 70253 49558 118081 2415 334473 69963 30619 3096 5627 3298 112602 221871
1993*
1 105210 72568 54996 162000 2925 397698 77690 34825 3350 6259 3710 125835 271863
n 105421 69550 51715 171676 2774 401135 76033 31136 3297 6535 3303 120304 280832
m 115725 72805 53321 180678 2922 425451 77369 30522 3625 7044 3166 121726 303725
v 121805 71085 51048 176980 2803 423722 82485 29480 3695 7194 2970 125823 297899
1994
1 120869 66281 51195 174794 3254 416393 52889 24358 18122 7229 2916 105514 310879
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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 Termsof
:::l': h’:‘"’ |I|P‘:"‘|l: 'ﬂf;;‘ Exporis  Ilmporis Exporis Imporis trade
1 2 3 1 2 3 4 5
1989 99784 105516 -5732 1989 121 144 156 126 123
1990 101327 103027 -1700 1990 125 138 154 128 120
1991 92 842 87744 5098 1991 114 115 154 131 118
1992 107 463 94 947 12516 1992 124 112 164 145 113
1993 133927 103078 30 849 1993* 147 109 172 163 106
1993 1991
March 11 456 10393 1063 1] 113 109 156 132 119
April 11 429 9 654 1775 v 124 118 157 135 116
May 11 391 7738 3653
Jume 10177 7773 2404 1992
July 10899 8129 2770 I 118 112 162 142 114
Avug. 10127 8210 1917 1] 125 118 162 143 113
Sept. 11 452 8 029 3423 11 117 102 163 142 115
Oct. 13906 8 405 5501 v 133 116 171 154 111
Nov. 12 369 9 620 2749
Dec. 10812 9 443 1369 1993*
1 135 107 175 166 106
1994 n 143 104 174 166 105
Jan. 11819 8223 3596 m 141 103 174 165 105
Feb. 10862 7 405 3457 v 165 116 170 161 105
March 12119 9 441 2678
7.3 FOREIGN TRADE BY MAIN GROUPS, MmiLL. Fim
Derin Exporis by Industries, fob Imporisby use of goods, cif
porle Weod Paper Chemical Meotaland Other Raw  Crwdeell, Finished geods Othor
indusiry Indusiry indusiry eonginesring goods materials fuelsand d
prodi prodwch produech ndwsiry {oxel. lubricants lavesiment Consumer
produecls erwde oil} geeds goods
1 2 3 4 5 [ 7 8 9 10
1989 7416 32513 8844 32682 18329 51786 8310 20606 24055 759
1990 7 811 31658 9540 35493 16825 49210 9829 19364 23888 736
1991 6984 29695 10539 29188 16436 42505 9399 13973 21195 672
1992 7892 32587 12172 35741 19071 49514 9745 13348 20826 1514
1993 10889 37410 14192 48099 23337 54778 10911 15337 21045 1007
1993
March 902 3448 1213 3913 1980 4 663 887 2848 1924 71
April 968 3414 1320 3755 1972 5445 697 1352 2062 98
May 1020 3100 1082 4262 1927 4537 488 1050 1 606 57
June 927 2931 965 3698 1 656 4286 1040 906 1482 59
July 774 2753 1162 4 385 1825 4 358 973 983 1 645 170
Avg. 668 2991 1255 3 304 1 909 4 350 969 1147 1682 62
Sept. 988 3255 1328 3767 2114 4360 951 873 1713 132
Ocl. 1133 3508 1258 5869 2138 4718 863 978 1835 11
Nov. 1061 3294 1354 4 479 2181 4969 1377 1282 1946 46
Dec. 964 2954 1 069 3766 2059 4999 1107 1349 1892 926
1994
Jan. 978 3009 1282 4272 2278 4511 691 1153 1807 61
Feb. 1018 3060 1060 3741 1983 4215 603 934 1620 33
S18 March 1026 3623 1248 4061 2161 5141 755 1309 2193 43
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7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Exports, fob Imports, cif
Regiom cnd . . . .
couiry 1993 e 1993 1994
M. . . .

H.FIM Perconfuge MIIl FIM ‘Porn-l-'"'; MHLLFIM  Percentage ML M m
vordiay Sresing
spen:
erio period
A ‘ulll the previous

year yoar
1 2 3 4 5 6 7 8
All OECD countries 102135 76.3 26 359 11.3 81 607 79.2 19988 -50

OECD Europe 86513 64.6 22 888 10.7 66 956 65.0 16183 -57

Of which:

Austria 1427 1.1 368 57 1179 1.1 293 13.3
Belgium and

Luxembourg 2955 2.2 829 8.3 3008 2.9 727 13.7
Denmark 4 479 3.3 1361 27.6 3231 3.1 809 9.1
France 7114 5.3 1824 8.3 4716 4.6 1089 2.3
Germany 17 628 13.2 4 850 10.6 16 901 16.4 3789 -29.3
ltaly 4 350 3.2 1043 -145 3811 3.7 1016 16.7
Netherlands 6729 5.0 1918 14.7 3847 3.7 912 -1.8
Norway 4277 3.2 1120 22.5 5010 4.9 1317 -87
Spain 3263 2.4 817 13.2 1245 1.2 418 28.6
Sweden 14 855 11.1 3761 8.7 10531 10.2 2 654 1.7
Switzerland 2111 1.6 551 15.2 2044 2.0 469 3.0
United Kingdom 14 020 10.5 3647 16.1 9160 8.9 2079 -03

Other OECD 15622 11.7 3470 15.7 14 651 14.2 3805 -2.1

Of which:

Canada 1075 0.8 217 -158 724 0.7 155 3.8
Japan 2187 1.6 602 47.4 5958 5.8 1636 13.8
United States 10506 7.8 2179 13.0 7 498 7.3 1904 -14.4
Non- OECD European
countiries 12 679 9.5 3966 63.1 11207 10.9 2 446 -7.7

Of which:

Russia 6 051 4.5 1879 70.7 7813 7.6 1731 —-12.1
Other couniries 19113 14.3 4567 -13.1 10 264 10.0 2696 13.4

Of which:

OPEC couniries 3266 2.4 628 5.7 542 0.5 m 65.3
TOTAL 133927 100.0 34 892 11.2 103078 100.0 25130 -3.6
Of which:

EC countries 62 850 46.9 16 863 10.8 47 974 46.5 11 400 -9.4
EFTA cowniries 22799 17.0 5823 114 18 831 18.3 4745 4.3
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MILL. FiM, 1990 PRICES

(seasonally adjusted figures)

Period ‘i;::';lf"::' '“'.':"_.‘._. lcl---.L. Domestic Exports  Imporis “:I;-P"
incl. statistical (1+2+3+4+5)
Private Public Private Puhlic discrepancy
1 2 3 4 5 6 7 8 9
1989 269879 104526 129905 15149 5975 525 434 117241 127311 515364
1990 269754 108535 121858 17286 5769 523202 118828 126600 515430
1991 260031 111256 93722 17243 -2 45] 479 801 110965 111755 479011
1992* 246714 109043 75529 16226 4 365 451 877 122059 112989 460947
1993* 235469 102736 60682 14541 6052 419 480 142819 113109 449190
1991
m 65247 27862 21896 4278 - 1490 117793 29403 28079 119117
v 64262 27816 21019 3995 - 1349 115743 28160 27517 116385
1992*
1 63142 27345 20458 4202 238 115385 29303 28210 116477
1] 61843 27248 19874 4237 1321 114 524 30692 29152 116064
[[]] 61256 27201 18419 3811 1321 112 007 30607 27641 114973
v 60473 27250 16777 3976 1485 109 961 31457 27986 113433
1993*
1 59822 25809 15923 3617 1634 106 805 34213 28800 112218
1] 58732 25686 14871 3 641 920 103 850 34975 27241 111584
m 58317 25610 15028 3795 2 670 105 420 36367 28715 113072
v 58598 25630 14860 3 489 828 103 405 37264 28353 112316

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1990=100

(seasonally adjusted figures)

Period Total Mining and Manv- Wood and Metal and Other Emorgy
Industry quarrying facturing paper engineering munu- and water
industries Indwstrios facturing supply
{100.0) (1.3) (89.6) (16.8) {31.3) {41.5) {9.1)
1 2 3 4 5 6 7
1989 100.3 101.9 100.5 102.3 99.6 100.8 97.9
1990 100.2 99.8 100.2 100.1 100.4 100.1 100.0
1991 91.2 91.3 89.9 91.5 85.6 92.6 103.6
1992* 92.6 91.2 91.5 94.8 90.9 90.6 103.2
1993+ 97.2 80.8 96.3 104.8 98.8 90.9 108.6
1993*
Feb. 93.9 84.9 92.6 98.6 94.1 89.4 106.1
March 93.9 84.0 92.5 99.6 94.8 88.1 109.4
April 95.4 84.8 94.5 < 103.2 97.5 89.0 105.6
May 92.9 78.9 92.2 99.6 95.8 86.7 103.9
June 97.1 64.6 96.6 105.8 98.6 91.0 111.1
July 97.8 80.7 97.2 105.9 100.0 91.8 108.1
Avug. 96.4 75.5 957 105.4 96.9 90.9 106.7
Sept. 99.8 75.4 99.1 108.6 102.1 93.0 110.5
Oct. 101.2 81.8 100.6 111.1 104.2 93.7 111.3
Nov. 101.7 82.8 100.8 110.0 103.9 94.6 110.7
Dec. 102.3 88.0 100.9 109.8 105.7 93.9 114.3
1994*
Jan. 101.7 87.5 100.5 111.6 101.5 94.3 112.6
S20 Feh. 103.6 72.4 101.5 109.3 107.8 94.1 122.6
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8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

(seasonally adjusted figures)

Perled Vel Vel f Vel of Of which: Imports of Meonthly
wholesale retail consiruciion ¥ 1] indicator
trade trade of buildings Residontlal Industrial Other goods of GDP
bulidings buildings buildings
1 2 3 4 5 6 7 8
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 116.7
1990 119.9 111.7 127.3 124.8 161.7 122.1 144.6 117.5
1991 101.2 103.9 103.9 94.4 127.7 109.9 102.1 110.3
1992+ 87.9 93.8 79.5 73.8 76.2 87.5 84.5 106.9
1993* 82.6 87.8 57.9 59.4 51.0 66.9 83.1 105.3
1992+
v 83.2 89.3 68.4 61.4 51.8 71.2 80.1 106.0
1993*
Jan. 77.3 86.8 105.1
Feb. 83.0 91.7 106.5
March 85.2 90.9 105.1
April 81.2 88.9 104.5
May 81.6 88.1 103.0
June 85.5 86.8 104.9
July 83.7 85.6 104.6
Avug. 83.6 86.2 104.7
Sept. 81.9 85.7 105.5
Oct. 80.7 86.2 105.8
Nowv. 83.5 87.0 106.8
Dec. 83.4 89.2 107.1
1 81.8 89.8 58.5 61.1 45.5 62.8 118.1 105.6
1] 82.8 87.9 57.8 60.6 50.2 62.4 73.5 104.1
m 83.1 85.8 57.9 59.2 45.5 63.3 60.4 104.9
v 82.5 87.5 57.4 56.4 62.7 79.1 79.0 106.6
1994*
Jan. 79.3 85.5 106.7
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.
8.4 WAGES AND PRICES, 1985=100

Period Index Con- Indica- Basle Predwc- Bymarketing Bullding
of wage By tor of price By origim or price area cost
and price  wader- Index ———  imdex index
salary Private Public | indox lying for Domes- Impert- for Expori- Home
eurnings Of which: infla- domestic tle od mano- od market
Manwfac- tiom swpply goods geods fac- goods goods
tworing turing
{s1€ 3)
1 2 3 4 5 6 7 8 9 10 11 12 13
1989 1357 1365 1338 1340 1200 1174 1073 1113 926 1078 1105 1064 1255
1990 1482 1488 1468 1465 1273 1231 1109 1157 936 1100 1104 1098 1345
1991 1576 1583 1562 1559 1326 1283 1112 1158 942 1099 1087 1104 1373
1992' 160.6 1609 159.9 159.7 1360 1304 1124 1156 1009 1126 1134 1123 1349
1993' 1619 161.9 1623 161.8 1389 1341 1158 1169 111.0 1167 1202 1151 1353
1992'
v 1612 1614 1608 1605 1369 1304 1134 1156 1052 1139 1162 1129 1343
1993
March 138.8 133.1 1162 1171 1124 1169 1205 1152 1347
April 139.3 1338 1164 1173 1124 174 1210 1157 1352
May 139.4 1342 1161 1168 1127 1173 1216 1154 1353
June 139.2 1345 1161 1171 111.8 1172 1207 1156 1355
July 138.8 1343 1160 1171 M6 1167 1198 1152 1353
Avg. 138.7 1344 1160 1168 1121 1169 1204 1152 1353
Sept. 139.0 1350 1161 1174 1109 1174 1211 1157 1356
Oct. 139.1 1352 1159 1172 1108 1174 1214 1155 1357
Nov. 138.9 1351 1157 1172 1100 1168 1204 1152 1357
Dec. 138.8 1350 1155 1169 1099 1164 1201 1147 1355
1993'
1 161.7 1619 1618 1612 1385 1326 1151 1165 1098 1157 1186 1144 1348
|} 1620 1620 1627 1616 1393 1341 1162 1171 1123 1173 1211 1156 1353
1] 161.8 1616 1618 1620 1388 1346 1160 117.1 1115 1170 1204 1154 1354
v 1623 1622 1630 1622 1390 1351 1157 1171 1102 1169 1206 1151 1356
1994'
Jan. 138.5 1346 1157 1174 1096 1167 1204 1151 1365
Feb. 139.0 1354 1161 1180 1092 1167 1193 1155 1365
March 139.3 . 1164 1182 1098 1169 1189 1160 136.7

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

Labowr Yotal

Poriod Labeur By industrial status By industry

e - Self nd i-  Ind o Servi ot

[ 25)  rtored ey e Y etion Indeniries

amol (6+7+8+9) eurners and

15-7 forestry

yeour olds
% 1000 persons %
1 2 3 4 5 6 7 8 9 10 11

1989 648.7 2 559 2470 367 2104 218 561 199 1492 89 3.5
1990 48.4 2556 2467 360 2108 207 556 205 1 500 88 3.4
1991 474 2533 2 340 340 2 000 197 502 179 1461 193 7.6
1992 66.1 2502 2174 325 1849 188 454 150 1382 328 13.1
1993 65.3 2484 2041 312 1729 173 423 124 1319 444 17.9
1993
March 65.2 2476 2058 317 1741 180 429 135 1314 419 16.9
Aprll 655 2488 2058 320 1737 178 428 131 1320 430 17.3
May 654 2 484 2050 315 1736 175 430 132 1314 433 17.4
June 64.9 2 466 2017 306 1712 170 416 125 1 306 448 18.2
July 65.0 2473 2023 308 1714 173 418 117 1315 450 18.2
Avg. 655 2492 2033 300 1733 167 421 125 1320 459 18.4
Sept. 654 2 491 2021 318 1703 172 425 116 1307 470 18.9
Oct. 65.1 2481 2015 313 1703 172 416 122 1305 465 18.8
Neov. 65.3 2487 2024 302 1721 172 414 121 1317 463 18.6
Dec. 65.2 2 486 2014 315 1698 172 419 112 1311 472 19.0
1994
Jan. 64.8 2 469 1994 353 1641 169 409 115 1301 475 19.2
Fob. 65.5 2 496 2027 294 1732 169 419 111 1328 469 18.8
March 65.2 2 491 2012 313 1699 165 421 106 1319 479 19.2

S23
Bulletin 5 « 94



8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE

AND FINANCIAL BALANCE, MiLL. FIM, CASH FLOW BASIS

Dering Revenwe Expendlivre
porled Direct Indirect  Other Other Rev- Redemp- R - Trans-
taxes flaxes {axesand revemue onve tions bofore Hon forsand Of which:
shmtlar before of borrowing sub-
revense fimancial loans {5+6) sidies Locul Otherde-
frams- ranfed goverm- mestle
actions the mont seclors
(1+2+3+4) state
1 2 3 4 5 6 7 8 9 10 11
1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715
1990 42611 77364 953 18423 139351 4260 143611 41535 81190 37646 40313
1991 41054 73251 1136 19182 134624 4442 139069 45085 101220 42297 55160
1992 34312 69541 1512 21251 126616 5054 131669 49207 105184 42990 59180
1993 31667 67291 1443 28823 129224 7366 136593 46880 108608 42720 63535
1992
Dec. 853 6371 -50 2978 10152 1043 11195 4395 9323 3671 5263
1993
Jan. -560 5900 70 919 6329 15 6345 4129 9084 3230 5701
Feb. 3730 4446 240 1257 9673 113 9785 3869 7807 3347 4273
March 2456 6205 127 3496 12284 2119 14403 4145 9295 3698 5440
April 3875 4926 93 2657 11551 98 11649 3835 9436 4055 5278
May 2697 5638 97 2688 11120 510 11630 3646 9115 3958 5013
June 2870 5633 86 2748 11337 591 11928 4110 8842 3958 4672
July 3208 5626 119 1759 10712 197 10909 4719 8225 3287 4696
Avg. 3on 5884 102 2166 11163 154 11318 3424 7820 3395 4102
Sept. 2792 5185 129 2247 10353 108 10461 3658 9482 3371 5987
Oct. 2774 5548 118 1072 9512 64 9576 3381 9774 3375 6235
Nov. 2736 5757 147 2672 11312 2638 13952 3708 9371 3437 5820
Dec. 2078 6543 115 5142 13878 759 14637 4256 10357 3609 6318
During Expenditere Pinandal bal
peried -
Fixed Other Expenditwre Lending onditere Rev- Net Net Cash
[ xpendi-  bef: and other efore enve bor- bor- sur-
ment ture # fi dal demptions seur- rowing rewl plus
tions Imvesitment ofstatedebt plus requiremont {18+19)
{8+9+ {144+185) {5-14) 7-16)
12+13)
12 13 14 15 16 17 18 19 20
1989 8393 5343 120826 7 566 128 390 11 490 7 851 - 4009 3842
1990 5962 4927 133614 9319 142934 5737 678 1201 1879
1991 5370 6368 158044 13328 171372 -23420 -32304 25659 -6645
1992 5042 8 499 167 932 35501 203433 -41316 -71764 70691 -1071
1993 4306 18076 177870 19753 197623 -48646 -61030 84036 23009
1992
Dec. 664 1117 15499 11897 27 396 -5347 -16201 3174 -13027
1993
Jan. 261 1691 15165 662 15826 -8836 —9481 16 891 7410
Feb. 290 842 12 808 1289 14 098 -3135 -4313 15636 11324
March 313 2248 16 001 321 19211 -3717 - 4808 9245 4437
April 306 1554 15131 2 060 17191 -3580 - 5542 12592 7 050
May 318 1156 14235 1351 15586 -3115 - 3956 2086 -1870
June 384 2650 15986 768 16753 — 4649 - 4825 4424 — 401
July 406 9214 14264 3935 18 200 - 3552 -729 7157 - 134
Avg. 416 874 12534 723 13258 -1371 - 1940 5079 3139
Sept. 417 1135 14 692 1756 16 448 - 4339 - 5987 3529 -2457
Oct. 369 2 497 16 021 740 16761 - 6509 -7185 6076 -1109
Nov. 349 771 14199 767 14 966 -2887 - 1014 1230 216
Dec. 477 1744 16 834 249N 19 325 - 2956 — 4688 91 -—4596
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NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

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

Symbols used

* Preliminary

r Revised

0 Lessthan half the final digit shown
Logically impossible

. Bglltanotavailable

— Ni

S Affected by strike

.. Breakinseries

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

NOTES AND EXPLANATIONS

1 THE BALANCE SHEET OF THE
BANK OF AINLAND

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

2 THE BANK OF FINLANDS
OPERATIONS IN THE MONEY
AND FOREIGN EXCHANGE
MARKETS AND THE BANKS’
FORWARD EXCHANGE
POSITION

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

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

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

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

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

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

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

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

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

Table 3.4 Lending. New credits
(Columns1-4); rates of interest on new
credits drawn during the month are
average monthly rates weighted by
loan amounts. Annual rates are arith-
metic averages of monthly observa-

tions until 1987 after which they are
weighted by loan amounts. Average
lending rates (Columns 5 and 6) are all
weighted by loan amounts. As from
January 1989, the loans of Postipankki
Ltd have been included in the com-
mercial banks' outstanding stock of
loans. Deposits. 24-month and 36-
month tax-exempt deposits (Coiumns
7 and 8): from May (September) 1992,
24-month(36-month) deposits are tax-
exempt if they carry a rate of interest
which is at most the Bank of Finiand's
base rate less two percentage points
(one percentage point). In the period
from January 1989 to April 1992, 24-
month deposits (Column 7) were tax-
exempt if they carried a rate of interest
which was at most the Bank of Fin-
land's base rate less one percentage
point. Other tax-exempt deposits {Col-
umn 9): in the period from January
1989 to April 1992, deposits other than
24-month deposits were tax-exempt if
they carried a rate of interest which
was at most the Bank of Finland's base
rate less 4 percentage points. From
May 1992, deposits other than 24
month or 36-month deposits are tax-
exempt if they carry a maximum rate
of interest as prescribed by law. The
maximum rate was first set at 4.5 per
cent. From 6 May 1993 it has been 2.5
per cent. All markka deposits (Column
10): the stock of deposits comprises all
markka deposits by the public. The
monthly and annual average rates of
interest are weighted by deposit
amounts. Other funding (Column 11):
CDs outstanding + promissory notes +
bonds. The average rate of interest is
weighted by amounts. Total markka
funding (Column 12); markka deposits
by the public + banks' other markka
funding. The rate of interest is weighted
by amounts.

Table 3.5 Reference rates (Col-
umns 1 and 2) are calculated by the
Bank of Finland as the monthly aver-
ages of the offered rates for taxable,
fixed-rate bonds quoted daily by the
five largest banks. Yields on taxable
government bonds (Columns 3 and 4)
are caiculated by the Bank of Finland
inasimilar fashion. Until January 1992,
the yield on 5-year taxable govern-
ment bonds (Column 3) was calculat-
ed on a bullet bond due on 15 March
1994 with a coupon rate of 13 per cent.
From February 1992 onwards the yield
is calculated on a bullet bond due on
15 January 1999 with a coupon rate of
11 per cent. The yield on 10-year tax-
able government bonds (Column 4) is
calculated on a housing bond (bullet)
due on 15 March 2002 with a coupon
rate of 10.75 per cent. The yield on taxa-
ble public issues (Column 5) is calculat-
ed 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 debentures) issued by all
issuers except the central government
with a remaining maturity of between
3 and 6 years. The yield on taxfree pub-
lic issues (Column®) is caiculated as
the arithmetic mean of yields on fixed-
rate public bonds with a remaining

maturity of between 4 and 5 years. The 525
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Bank of Finland calculates the yields
for columns 5 and 6 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 obser-
vations the averages of monthly obser-
vations.

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

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

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

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

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland's foreign
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' for-
eilgn branches). Domestic credit.
Claims on the central government, net
(Column 2) = the Bank of Finland's
claims on the central government +

S26 banks' claims on the central govern-
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ment - the central government's de-

osits with the Bank of Finland and

ostipankki —oans granted from state
funds through banks. Claims on the
public (incl. local government), (Col-
umn 3) = the Bank of Finland's claims
on the private sector + banks' claims
on the private sector (loans to the
public, bonds and debentures (excl.
government bonds and bank deben-
tures), claims on other financial institu-
tions, shares held bg banks). Other
items, net (Column 5) = capital ac-
counts and other items of the Bank of
Finland (incl. private sector time de-
posits with the Bank of Finland) + cap-
ital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CDs held by the public, other
market funding and foreign currency
deposits by the public). M, (Column 6)
= currency in circulation — banks"' till
money + markka cheque and postal
giro account deposits and transac-
tions account deposits held by the
public. M(Column 7) = M, + quasi-
money (markka time deposits held by
the public, excl. deposits with the
Bank of Finland). M,(Column 8) = M, +
bank CDs held by the public.

Table 5.4 Source: State Treasury
Office. Other bonds and debentures
(Column 2) are so-called private plac-
ings. Long-term promissory notes
(Column 3} are bank loans. Qutstand-
ing 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 account-
ing offices, funds held in cheque and
postal giro accounts, as well as place-
ments of central government cash
funds. The main part of the latter is re-
served for covering transferable allo-
cations budgeted in previous years
(for details, see the article "State Bor-
rowing and Cash Management' by
Pekka Laajanen and Pekka Saarinen
in the August 1987 issue of the Bulle-
tin). Transferable allocations amount-
ed to FIM 8.1 billion at the end of 1988.

Table 5.5 Source: Table B: Statistics
Finland from the beginning of 1991.
Tables A and B include markka-de-
nominated bonds issued by Finnish is-
suersin Finland and abroad as well as
those issued by foreign issuers in Fin-
land. Table C includes transactions in
markka-denominated bonds outside
the Helsinki Stock Exchange. Inter-
bank transactions (Columni) and
transactions (purchases and sales)
between banks and customers (Col-
umn 2) are transactions by the banks
entitled to central bank financing. The
State Treasury and the five largest
banks (KOP, Okobank, Postipankki,
Skopbank and Union Bank of Finland)
agreed on a market making arrange-
ment for benchmark government
bonds with effect from 1 August 1992.
Evli Securities Ltd (from 1 December
1993 Evli Fixed Income Securities)
was accepted as primary dealer with
effect from 1 May 1993 and the Danish
broking firm Unibérs Securities from 1
October 1993. Unibdrs is the first for-
eign primary dealer in benchmark
government bonds; it has not estab-
lished operations in Finland. The pri-
mary dealers' quotes are published
daily (page JVKD on Reuters). Pur-

chases from and sales to others (Col-
umns 4 and 5) consist of transactions
in benchmark government bonds be-
tween primary dealers and other par-
ties. Other parties refer to all parties
that are not primary dealers.

Table 5.6 Source: The Helsinki
Stock Exchange.

6 BALANCE OF PAYMENTS,
FOREIGN LIABILITIES AND
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. The figures
for investment income and expendi-
ture (Columns 7 and 16) include rein-
vested earnings on direct investment.
Preliminary data on reinvested earn-
ings in the previous year have beenin-
cluded in the current account figures.
(The annual figure is divided evenly
between quarterly figures.)

Table 6.2 Columns 1-5: Netchange
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 ex-
ports and leasing credits. Other long-
term capital (Column 4). Finland's
subscriptions to international financial
institutions paid in the form of promis-
sory notes + long-term deposit liabili-
ties of banks + other long-term liabili-
ties of central government, banks and
other financial institutions. Loans (Col-
umn 8): Financial loans, development
credits, export credits, prepayments
related to imports and leasing credits.
Other long-term capital (Column 9):
Finland's subscriptions to internation-
al financial institutions + long-term
deposits of banks + other long-term
assets of central government, banks
and other financial institutions.

Table 6.3 Net foreign debt (Col-
umns 1-23) at the end of a period is
classified in the same way as the cor-
responding 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 ex-
change rates.

Table 6.4 The sectoral figures for
short-term foreign liabilities and as-
sets correspond to the figures shown
in Columns 12-22 of Table 6.3.

Tables 6.2, 6.3 and 6.4 inciude
classification changes due to the
IMF's new recommendations, as a
result of which there are some breaks
in the series. Revised time series will
be published in a later issue, in which
connection the contents of the new
series will be explained in detail.

7 FOREIGN TRADE

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

goods.

Table 7.2 The volume indices (Col-
umns 1 and 2) are calculated accord-
ing to the Paasche formula and the unit
value indices (Columns 3 and 4)



according to the Laspeyres formula.
The terms of trade (Column 5) is the
ratio of the export unit value index to
the import unit value index multiplied
by one hundred.

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

DEVELOPMENTS

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

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

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

able 8.6 Source: Ministry of
Finance.
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LongB-’rerm indicators

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

Forward market

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

HELIB R rates of interest, daily

HELIBOR rates of interest, monthly

Differential between Finnish and

German interest rates

. Yields on bonds
. Bank of Finland currency index and

the markka value of the ECU

. Daily spot rates for the markka

against the Deutschmark and the US dollar

. Daily spot rates for the markka

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

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

against the pound sterling and the Swedish krona

. Banks' markka lending rates

and markka funding rates

. Bank funding from the public

. Bank lending to the public

. Money supply

. Current account

. Net interest and dividend expenditure

. Balance of payments

. Foreign debt

. Foreign trade

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

. Production

. Fixed investment -
. Employment and the unemployment rate
. Prices and wages

. Central government finances

. Central government debt
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1.

LONG-TERM INDICATORS

1

1955 60 65 70

85

90

GDP change in volume
from the previous year, per
cent

Consumer prices, change
from the previous year, per
cent

Unemployment rate, per
cent

Current account, as a
percentage of GDP

Fixed investment, as a
percentage of GDP
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES AND FORWARD POSITION

50 1. Foreign exchange
reserves plus forward
40 position
2. Foreign exchange
s 3 reserves
o
@ 20
10
0 5 B e B R R R 1 3 E
1989 1990 1991 1992 1993 1994
3. FORWARD MARKET
30 1. Forward exchange
20 purchased by the Bank
3 of Finland from banks
10 E | 2. Forward exchange sold
= “ by domestic companies
ic 0 I to banks
= 10 3. Forward exchange sold
o 1 by foreign banks to
-20 : banks
2
-30
_40 RN NN NN NN N NN AN AN AN AN
1989 1990 1991 1992 1993 1994
4. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND
20
1. Liquidity credit rate (up
to 2 July 1992 call money
15 1 credit rate)
, 2. Call money deposit rate
3. Baserate
% 10 ,
3 End-of-month observations
N
5 o
0 pre g r by et rteerierrrr e it i i i e ity

1989 1990

1991

1992

1993

1994
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5. BANKS' LIQUIDITY POSITION WITH THE BANK OF FINLAND

1. Liquidity credits (-)
2. Call money deposits
3. Net
=
[TH
§
-1,000
FEB MAR APR MAY
1994
6. LIQUIDITY MANAGEMENT INTEREST RATES
9 1. Interbank overnight rate
8 2. Liquidity credit rate
3. Call money deposit rate
A N S —— Daily observations
—
6
3
5 \ -
s I\ \ i
3 \.—?——I‘\___w
2
FEB MAR APR MAY
1994
7. HELIBOR RATES OF INTEREST, DAILY
6.5 1. t-month HELIBOR
2. 3-month HELIBOR
AL 3. 12-month HELIBOR
80 ,,/ Vi,
% 55
3 "“*”g,w‘
5.0 ~——————
4.5 :
FEB MAR APR MAY
1994
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8. HELIBOR RATES OF INTEREST, MONTHLY

18 1. 1-month HELIBOR
16 the 2. 3-month HELIBOR
} \ 3. 12-month HELIBOR
14 : S 1A
12 ~ ’
%
o ! N
8
6
4 llIIIIIIIIIIIIIIIIIIlIIIIIIlIIIIIIIIIIIIlIHIIIlIlIIIImiﬁfllllllll
1989 1990 1991 1992 1993 1994
9. DIFFERENTIAL BETWEEN FINNISH AND GERMAN INTEREST RATES
8 ] 1. 3-month HELIBORminus
A 3-month DEM eurorate
6 2. 5-year Finnish
M J\ government bond yield
4 minus 5-year German
% 2 government bond yield
2 N/
0
\
4
_2 LU e e et e iy e e L e e el

1989 1990 1991 1992 1993 1994

10. YIELDS ON BONDS

16 1. Bank of Finland's 5-year
reference rate
14 2. Until April 1991, yieldon
(4-5 year) taxable
12 government bonds
o Since May 1991, yield on
° 10 government bond due
P, 7 on 15 March 1996,
8 7 3 coupon rate 11.75 per
g i Cent
6 \ 3. Yield on (4-5 year) tax-
4 IlIIIIIIIII|IIIIIIIIIIIIlIIIlIIIIIIIIIIII||lIIIIIII|IlIﬁIIIIIIII freegovernmentbonds

1989 1990 1991 1992 1993 1994
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11. BANK OF FINLAND CURRENCY INDEX AND THE MARKKA VALUE OF THE ECU
144 7.1 Until 7 June 1991, the Bank of
/\ A Finland currency index. From 7
136 , J 6.7 June 1991, the markka's ex-
y \ change rate against the ECU,
128 6.3 the fluctuation limits of which
x O were472953-5.02207 inthe
8 120 5.9 g period 7 June — 14 November
= 6.0% :I T 1991, and 5.39166-5.72516 in
112 =2 5.5 the period 15 November 1991
7' — 7 September 1992. Since 8
104 5.1 September 1992, the limits
:|:6_0 o 7 have been temporarily aban-
96 awwaraWERTR BNV NENSEERE NN NSNS NNE E RN R ENEND| 4.7 doned.
1990 1991 1992 1993 1994 Monthly averages
12. DAILY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR
6.0 3.98 Middle rates
UsD
DEM = right scale
_ 55 ~— Pt .65 USD = left scale
7] W 5
2 =
= =
c e
5.0 3.32
NW"—‘WP
DEM
4.5 2.99
FEB MAR APR MAY
1994
13. DAILY SPOT RATES FOR THE MARKKA AGAINST THE POUND STERLING
AND THE SWEDISH KRONA
8.5 N 0.85 Middle rates
GBP \~S A GBP = left scale
8.0 0.80 SEK = right scale
o X
3 %)
E 7.5 0.75 E
w L
7.0 FAA—— W 0.70
SEK
6.5 0.65
FEB MAR APR MAY
1994
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14, MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR

6.0 3.98 DEM = right scale
” , N USD = left scale
5.5 ' v \ 3.65
5.0 ) 3.32
2 =
2 45 uSD N 299 Q9
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15. MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE POUND STERLING
AND THE SWEDISH KRONA
10 1.0 GBP = left scale
SEK = right scale
9 0.9
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16. BANKS' MARKKA LENDING RATES AND MARKKA FUNDING RATES

17.5 1. Average rate on new
15.0 markka lending
) 2. Average rate on out-
125 standing markka lending
3. Average rate on total
% 10.0 markka funding
(deposits +
7.5 other funding)
5.0 4. Average markkadeposit
rate
25
oo RIS NN NN N N NN SNSRI AR AN NN

1989 1990 1991 1992 1993 1994
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17. BANK FUNDING FROM THE PUBLIC

30 1. Markka deposits
25 2. Total funding
1
20 AN\ ch !
\m ange from the correspond
15 v ing month of the previous year,
% 10 2 per cent
; W
0 ‘ :
-5
_10 Pty eervprrvrbrorer e et e P i et et e eIyt
1989 1990 1991 1992 1993 1994
18. BANK LENDING TO THE PUBLIC
35 1. Markka lending
30 3 2. Total lending
25 \
20 1 Change from the correspond-
15 \\\ ing month of the previous year,
% 10 per cent
0 ~
5 v r
-10
_15 LU e et e et e v by ern g e giiiig
1989 1990 1991 1992 1993 1994
19. MONEY SUPPLY
30 1. Narrow money (M1)
o 2. Broad money (M2)
20 3. M2+ bankCDsheldbythe
public (M3)
10 3
% Change from the correspond-
1 s/ ing month of the previous year,
0 per cent
-10 ¥
_20 prp by rrrn e g fvrseeven et by et igriilg
1990 1991 1992 1993 1994

534

1989

Bulletin 5« 94



20. CURRENT ACCOUNT

1 selinn 1. Trade account
S 2. Services account

3. Investment income
account

4, Unrequited transfers
account and other items,
net

5. Current account
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21. NET INTEREST AND DIVIDEND EXPENDITURE

16 As apercentage of current
14 account receipts
12
10
% 8
6
4
2
0

197879 80 81 82 83 84 85 86 87 88 89 90 91 92 93
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22. BALANCE OF PAYMENTS

10,000 1. Current account
5,000 2. Direct investment
0 3. Other long-term capital
-5,000 account
-10,000 4. Shori-term capital account
5,000 2 5. Overall balance = change
0 a in the foreign exchange
-5,000 reserves of the Bank of
25,000 3 Finland
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23. FOREIGN DEBT

1. Total foreign net debt
60 2. Short-term net debt
50 3. Long-term net debt

As a percentage of GDP

%
30 >4
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24. FOREIGN TRADE

150 /\ 1. Total exports
] 2. Total imports
140 /- /
_2,/ N / Volume index, 1980 = 100,
130 \ fourquarter moving average
é \ / plotted at the last quarter
£ \,/\
120 ™ //
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1989 1990 1991 1992 1993 1994
25. FOREIGN TRADE: PRICES AND TERMS OF TRADE
180 . .
1. Unit value index of
170 /2 L. exports
160 11 2. Unit value index of
—N e imports
150 3. Terms of trade
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26. FINLAND'S EXPORT PERFORMANCE
115 L~ 1. Valueofexportsto OECD
\—\ countries in relation to
110 4 \ imports of OECD
/ \ countries
105 \_ 2. Volume of exports to
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27. PRODUCTION

15 1. Industrial production,
change in volume from the
10 P corresponding month of
r\ ‘- A the previous year, per cent
5 A= V 2. GDP change in volume
% 0 1 from the corresponding
- quarter of the previous
5 L/\\_/_ year, per cent
10 |/
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28. FIXED INVESTMENT
10 1 1. Total fixed investment
2. Investment in machinery
5 and equipment
3. Building investment, excl.
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4. Residential buildings
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Volume changes calculated
5 from fourquarter moving totals
and plotted at the last quarter,
0 per cent
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29. EMPLOYMENT AND THE UNEMPLOYMENT RATE

gegg 1 . Employment, 1000
2'200 e i U persons
& 2300 N Unemployment rate,
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30. PRICES AND WAGES
12 Indexof wage and salary
\ earnings, all wage and
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% 6 Change from the corre-
sponding quarter of
4 the previous year, per cent
2 N~
\
\
0 | | 1 1 i 1 | I I 1 1 I} 1 | | 1 i 1
1989 1890 1991 1992 1993 1994
8 ] 1. Consumer price index
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31. CENTRAL GOVERNMENT FINANCES

25 1. Revenue excl. borrowing
1 2. Expenditure excl.
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32. CENTRAL GOVERNMENT DEBT
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