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BUSINESS INVESTMENT IN FINLAND: THE LONG BOOM DRAWING

TO AN END

by Paave Peisa, M.(Pol.Sc.)

Economics Department
Bank of Finland

inland’s favourable eco-
Fnomic performance inthe
1980s provided a posi-
tive environment for invest-
ment activity. Business invest-
ment grew faster than total out-
put, rising from 11 per cent to
13 per cent of GDP over the
decade. Cyclical fluctuations
in investment were significant-
ly more subdued than had pre-
viously been the case.
Evidence from other indus-
trial countries also points to a
clear and broad-based recov-
ery in investment during the
latter half of the 1980s. Invest-
mentinthe OECD areagrew in
real terms by 5 to 10 per cent
a year on average over the
period 1985—1989 and still
shows few signs of slowing.
However, in the OECD area
business investment fell dur-
ing the early 1980s, and the
current boom can largely be
seen as a recovery from pre-
viously depressed levels. A
distinctive feature of invest-
ment developments in Finland
has been the longevity of the
upswing. The volume of busi-
ness investment grew at an
annual rate of some 5 per cent
during the first half of the
1980s. Despite the fact that
business investment was less
buoyant in Finland than in
many other countries in the
mid-1980s, Finland’s invest-
ment growth rate exceeded
the OECD average for the dec-
ade as a whole. During the last
two years in particular, the
growth rate has been high.
The long-lived investment
boom in Finland is now coming
to an end. Projects in progress
will keep total investment at a
high level this year but the
phase of rapid growth is over.

Investment in the services sec-
tor faces a period of contrac-
tion as a result of the cessation
of growth in consumption.
Prospects are somewhat
brighter in the manufacturing
industries, where investment
plans have not yet been
strongly affected by the weak-
ening in economic conditions.

THE NEED TO EXPAND
CAPACITY AND
SATISFACTORY
RETURNS ON CAPITAL
HAVE SUSTAINED
INVESTMENT
GROWTH
The backdrop to investment
growth has been an economic
situation that has been favour-
able to companies in many
ways. The need to increase
capacity and satisfactory re-
turns on capital were the prime
factors sustaining the buoyan-
cy of gross capital formation in
the 1980s. Investment also af-
forded a means of coping with
the worsening shortage of la-
bour. Steady growth in de-
mand kept capacity utilization
rates high, and despite high

investment levels, a shortage of
productive capacity proved
increasingly to be a bottleneck
to production growth during
the latter part of the decade.
Companies’ profitability ben-
efited from favourable develiop-
ments in the terms of trade and
arapid rise in labour productiv-
ity, even though increases in
wage costs absorbed the
greater part of the growth in
national income {Table 1).

High interest rates appear
to have slowed investment
growth less than expected.
The rather high level of domes-
tic interest rates and the de-
regulation of foreign capital
movements have increased
the propensity of firms to use
foreign sources of finance. The
share of foreign-currency-de-
nominated net debt in the total
net debt of the business sector
rose during the latter half of the
1980s from 10 per cent to
nearly 30 per cent. In the last
two years about half of firms'
new debt has been foreign-
currency-denominated. Firms
were also able to obtain equity
finance on fairly favourable
terms.

TABLE 1.

KEY FIGURES RELATING TO BUSINESS INVESTMENT

GDP growth!

Companies' profitability?

Financial deficit of business sector?
Real interest rate*

Growth of business investments

' Volume, annual percentage change

1980-89 1987 1988 1989
Annual
average

%

36 4.0 54 52

376 38.3 395 399

41 3.0 38 58

3.3 6.9 59 55

76 10.4 13.9 12.3

2 Gross operating surplus, per cent of value added. Industries, excluding agricul-
ture and forestry, fishing, financing, insurance and operating and letting of

dwellings.

3 Net borrowing by enterprises as per cent of GDP.

4 Bank lending rate on new loans deflated by consumer prices.

5 Volume, annual percentage change. Industries, excluding agriculture and
forestry, fishing, financing, insurance and operating and letting of dwellings.




Therise in real interest rates
and the improved efficiency of
the financial markets may,
however, have had a signifi-
cant effect on firms' investment
behaviour by increasing the
average rate of utilization of
capital stock and by accelerat-
ing the rate of circulation of
capital goods. The share of
investment in machinery and
equipment in total business
investment has grown continu-
ously. For example, in manu-
facturing the share has risen
from 71 per centto 80 per cent
over the period 1980—89.
Stock control practices have
also changed; stocks have
fallen sharply relative to pro-
duction levels during the
1980s.

INVESTMENT HAS

INCREASINGLY

FOCUSED ON THE

CLOSED SECTORS OF

THE ECONOMY

A striking feature of trends in
recent years has been the
channelling of an increasing
amount of investment funds into
services and other closed sec-
tors (Chart 1). Deregulation of
financial markets led in part not
only to rising demand for con-
sumer goods but also to greatly
increased investment in the
services sector. The investment
ratio in the open sector has also
risen, albeit not as sharply. In
the 1980s, the share of the
private services sector in total
business investment rose from
less than a quarter to about 35
per cent. At the end of the
1980s, the share of manufac-
turing investment in total invest-
ment was only about half that of
private services. Underlying the
changed sectoral breakdown
of investment is a correspond-
ing difference in production
growth rate trends. Manufactur-
ing output grew by about 4 per
cent annually during the period
1985—89, while services out-
put grew atarate of nearly 6 per
cent.

An investment tax has been
used to slow the growth of non-
residential building construc-

CHART 1.

TOTAL FIXED INVESTMENT AND ITS DISTRIBUTION
BY SECTOR, AS PER CENT OF GDP
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tion in the Greater Helsinki
area. In September of last year
the 40 per cent tax — now
called the construction tax —
was extended to cover large
construction projects in the
services sector throughout the
country. The law is in force until
the end of this year. Despite
the construction tax, business

construction increased sub-
stantially last year throughout
the country, partly as a result of
the liberal way in which ex-
emptions from the tax were
granted. The construction of
new shop and hotel space has
been particularly brisk, grow-
ing by 50 per cent in volume in
1989.




CHART 2.

MANUFACTURING INVESTMENT BY TYPE OF
INVESTMENT, AS PER CENT OF VALUE ADDED
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NOTE ON CHARTS 1 AND 2
Changes in the ownership of the
capital stock hamper the
assessment of sectoral trends in
fixed investment over the last two
years. Changes in capital gains
taxation led to exceptionally brisk
activity in the real estate market
in 1988. Manufacturing firms in
particular sold numerous
industrial properties to real estate
companies. Real estate
transactions accounted for about
20 per cent of total gross
investment in manufacturing. In
the national accounts, these
transactions were recorded as a
sharp drop in fixed investment in
manufacturing in 1988, followed
by strong growth in 1989. The
effects on the services sector,
particularly real estate and
business services, were exactly
the reverse. In Charts 1 and 2
investment in 1988 has been
adjusted for real estate
transactions.

STRUCTURE OF

MANUFACTURING

INVESTMENT HAS

CHANGED

The internal structure of
manufacturing investment has
changed markedly in recent
years. In place of more con-
ventional investments, the ex-
pansion of the open sector has

focused on the accumulation
of know-how and skills and
the acquisition of foreign
companies (Chart 2). The rate
of growth of expenditure on
intangible investments in Fin-
land was one of the highest in
the OECD area during the
1980s. In the period 1980—
89, outlays on research and
development increased by 16
per cent annually in nominal
terms. The level of investment
in research and development
in manufacturing currently ex-
ceeds that of other Nordic
countries, with the exception of
Sweden. Though high re-
search intensity products still
account for only a small part of
total manufacturing output in
Finland, their share grew no-
tably in the 1980s. The small-
ness of the share is partly
accounted for by the vast im-
portance of the forest indus-
tries, where research efforts
are stili very modest, despite
the rapid modernization of this
sector in recent years.

In the years 1988—89, real
growth of R&D expenditure
came to a halt, and even in
nominal terms such expendi-
ture roughly levelled off,
Growth is now resuming; ac-
cording to the Bank of Fin-
land’s investment inquiry, R&D
expenditure in manufacturing

should increase by about 10
per cent both this year and
next.

The rapid growth in re-
search activity has been a fac-
tor behind the improvement in
labour productivity in recent
years. It has also increased the
readiness of companies to
undertake direct investment
abroad. The internationaliza-
tion of Finnish companies has
proceeded at a truly rapid
pace. Among the factors con-
tributing to this development
have been the need of com-
panies to diversify their operat-
ing risks, to increase their abil-
ity to specialize and to secure
their positions in western
markets. The closer coopera-
tion of EC countries in eco-
nomic matters has accelerated
the pace of directinvestment in
the EEC area by Finland and
the other EFTA countries.

The internationalization of
the Finnish business sector is
quite narrowly based. Foreign
investments have been made
for the most part by 10 to 20
large industrial firms, whereas
the internationalization of small
and medium-sized firms and of
firms in the service sector has
proceeded rather slowly. Di-
rect investments have been
aimed largely at units in the
metal and engineering and
chemical industries.

INVESTMENT

TURNING DOWN

The economy passed its
cyclical peak in autumn 1989.
The subsequent sharp rise in
interest rates has dampened
demand, and economic
growth is expected to slow
down substantially this year.
The end of the long period of
rapid growth has not come as
a surprise, and a slowdown is
expected for almost all de-
mand components of GDP.
Growth is expected to con-
tinue at a subdued pace next
year as well.

The slowdown in the growth
of consumer demand will re-
duce future investment in the
closed sector. Although there



are still some large projects
due to be commenced in sev-
eral of the service industries,
growth in investment will al-
ready end this year in the
closed sector. The level of in-
vestment will nonetheless re-
main high, and it is possible
that some firms serving the
domestic market have mis-
judged the situation by assum-
ing the continuation into the
future of past high growth rates
for consumer demand.

Manufacturing already suf-
fered at least a slight recession
in the first half of this year.
Production has remained virt-
ually flat and orders have de-
creased considerably. Expec-
tations concerning business
conditions in the near future
remain rather weak. Firms do
not, however, foresee a very
deep recession, as capacity
utilization rates are expected to
remain high next year (Table
2). In the early part of 1990,
manufacturing was still operat-
ing at nearly 90 per cent of
capacity on average. Despite a
clear fall in the utilization rate
from its high point, the forest
industries are still operating at
more than 90 per cent of ca-
pacity. The figure for the metal
and engineering industries is
also about 90 per cent. In other
manufacturing, the surprising
rise in the utilization rate in
1990 can be partially ex-
plained by the reduction in
capacity caused by the cessa-
tion of operations by a number
of firms.

Despite weakening busi-
ness conditions, manufactur-
ing investment is set to in-
crease further. The investment
cycle seems likely to peak this
year. According to firms’ in-
vestment plans, fixed invest-
ments will increase by nearly
10 per centin 1990. There will
be heavy investment in fixed
capital in all the main manufac-
turing industries, but the forest
industries will probably once
again increase their capital
stock slightly more than the
other key sectors. Investment
in machinery and equipment

TABLE 2.

SUMMARY OF INVESTMENT INQUIRY RESULTS

1 Annual percentage change in volume of fixed investment 1989—91

Planned
1989 1990 1991

By industrial sector

Forest industries 14 14 —25

Metal and engineering industries 4 12 -7

Other manufacturing —3 4 —9
MANUFACTURING 4 10 —156
ENERGY AND WATER SUPPLY 0 5 -8
TOTAL INDUSTRY
{incl. mining) 3 9 —14
By type of investment

Building investment 3 2 —22

Investment in machinery and equipment 5 11 —20

2 Outlays on research and development in manufacturing 1989-91

Planned
1989 1990 1991

Milion  Percen- Million Percen- Million Percen-

FIM tage FIM tage FIM tage
change change change

Forest industries 254 28 270 6 267 —1
Metal and engineering 1 366 6 1445 6 1832 27

industries

Other manufacturing 992 —17 1151 16 1103 —4
MANUFACTURING 2612 —2 2865 10 3202 12

3 Capacity utilization rates in manufacturing 1989-91, semi-annual, per cent

1989

1990 1991

|
Forest industries 94
Metal and engineering 91
industries
Other manufacturing 82
MANUFACTURING 89

93 92 91 92 92
92 91 91 90 90

84 86 85 86 86
89 90 89 89 86

will continue to grow faster
than construction, though the
latter is also likely to increase
to some extent. The growth in
investment will focus on firms
in which the state has a major-
ity holding; after two relatively
sluggish years, investment by
these companies is projected
to rise some 20 per cent. In-
vestments by large private
companies are also expected
to increase. On the other hand,
plans indicate a reduction in
investment for small and me-
dium-sized firms, following
substantial growth in 1989.
Planned investments for
next year amount to noticeably
less than for the current year.
Firms' plans indicate a reduc-
tion of nearly 15 per cent in
investment for manufacturing.
But taking into consideration
the underestimation inherent

in the survey results at this
stage, total manufacturing in-
vestment should not decrease
significantly.

A greater degree of uncer-
tainty than usual attaches to
the realization of current in-
vestment plans. The worsen-
ing in business conditions is to
some extent reflected in the
investment plans of small and
medium-sized firms, but over-
all the downturn has not yet
materially affected short-term
investment plans in manufac-
turing. If demand for products
and firms' profitability prove to
be weaker than expected or
financing costs greater than
expecied, some investments
may be postponed or can-
celled altogether.

September 10, 1990
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MONETARY POLICY AND DEVELOPMENTS IN FINANCIAL MARKETS

by Eske Awrikke, Dr. Pol.Sc.
Central Bank Policy Department

Bank of Finland

The prime objective of
monetary policy during
the late 1980s was to cool
the overheated Finnish econo-
my. Despite a distinct slowing
of activity since the latter part of
1989, the imbalances asso-
ciated with economic growth
have not yet been substantially
alleviated. Hence the Bank of
Finland has continued to keep
interest rates high and finan-
cial markets tight during the
last twelve months. Last year,
additional cash reserve depo-
sits were collected from the
banks and the base rate was
raised in November. Asaresult
of the tight monetary policy
stance, the external value of
the markka has remained
strong.

The financial markets have
witnessed a rapid deceleration
in the growth of bank lending
since the beginning of 1989.
This development has been
influenced by the softening of
households' demand for credit
in the context of rising market
interest rates and the dimin-
ished need of households to
make further adjustments in
their portfolios. Other factors at
work have been measures tak-
en by the Bank of Finland to
limit the supply of credit and
limitations placed on the tax
deductibility of interest ex-
pense.

The financial markets have
also been characterized by an
increase in the share of lend-
ing and funding at market-
based interest rates, as banks
attempt to adjust to the with-
holding tax on deposit interest
earnings due to be introduced
at the beginning of 1991. As a
result, less funding is being
tied to the administered base
rate, which is at the same time

diminishing further in signifi-
cance as a tool of monetary
policy.

The Bank of Finland has
continued the step-by-step
deregulation of capital move-
ments. The primary measures
taken have been an easing
of restrictions on borrowing
abroad, the dismantling of
controls on investment abroad
and the liberalization of the
sale of markka-denominated
bonds to non-residents.

MONETARY POLICY

Economic growth in Finland
has been exceptionally robust,
as evidenced by an average
annual GDP growth rate of
about 5 per cent over the pe-
riod 1987—89. As a result of
substantial growth in domestic
demand and real income, do-
mestic prices have risen faster
than prices in the countries
whose currencies are in-
cluded in the basket to which
the markka is pegged, and the
current account deficit has
grown to 4.5 per cent of total
output. However, with the
marked slowdown in econom-
ic growth since the end of
last year and continued tight
monetary policy, there are
clear indications that these im-
balances are now easing. By
the end of July, the twelve-
month rise in consumer prices
was running at a rate of 5.9 per
cent, whereas the comparable
rate was 7.4 per cent at its
peak in February. Contributing
to the cooling of inflation have
been the moderate two-year
incomes agreement reached
early in the year and the fall in
dwelling prices. The current
account deficit appears to
have stabilized in relative
terms at just over 4 per cent of

total output. While the trade
deficit has shrunk, mainly be-
cause of lower imports, inter-
est payments abroad have in-
creased with the growth in net
foreign debt.

Fiscal policy was gradually
tightened during 1989. Central
government revenue was in-
creased by raising the sales
tax and employers’ social se-
curity contribution rates. To
cool investment activity in the
construction sector, a con-
struction tax was introduced
covering the whole country.
This replaced the investment
tax on the construction of bus-
iness and commercial build-
ings originally levied only in the
Greater Helsinki area. The
substantial growth of the pub-
lic sector surplus was none-
theless primarily due to addi-
tional tax revenue generated
by a rapid rise in nominal in-
come. Despite the budget sur-
plus, the prime responsibility
for curbing domestic demand
lay with monetary policy.

In the latter part of 1989, the
external balance continued to
deteriorate to a greater extent
than expected, and confi-
dence in the Finnish economy
weakened. During the autumn,
the Bank of Finland sold for-
eign currency in order to
strengthen and stabilize the
markka. The Bank of Finland’s
foreign exchange reserves fell
by nearly FIM 7 billion between
the end of August and the end
of the year. In this way, the
Bank restrained the rise in
market interest rates. The
three-month  HELIBOR rate
nonetheless rose by four per-
centage points to over 16 per
cent by year-end. At the same
time, the differential between
domestic and foreign interest



CHART 1.

MAIN INDICATORS OF MONETARY POLICY
Bank of Finland currency index
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rates grew by more than three
percentage points (Chart 1).
The Bank's operations in the
domestic money market were
conducted almost exclusively
in Bank of Finland CDs and
CDs issued by banks with
access to central bank financ-

ing. At year-end the Bank of
Finland held CDs worth over
FIM 33 billion, which was about
42 per cent of total bank CDs
outstanding.

The emergence of a large
differential between domestic
and foreign interest rates and

the return of confidence in the
markka in the foreign ex-
change market during the
early months of the current
year led to heavy capital in-
flows. As the currency index
was near its lower (revaluation)
limit, there was no room for a
further strengthening of the
markka. In order to maintain a
relatively high level of interest
rates, the Bank of Finland
chose to intervene in the for-
eign exchange market. The
convertible currency reserves
grew by FIM 12 billion in the
period January—May. In order
to restrain the growth in con-
vertible currency reserves and
the resultant increase in liquid-
ity, the Bank also intervened in
the forward exchange market.
In early March, immediately
after the industrial dispute in
the banking sector had ended,
short-term market rates of
interest began to fall rapidly.
By the end of May, the three-
month HELIBOR rate had
fallen by about four percen-
tage points to 12 per cent.
Longer-term money market
rates fell by much less. The
three- and five-year reference
rates, which had risen steadily
since the beginning of 1988,
have now stabilized at levels
reached in the early months of
the current year. During the
summer months, the markets
have been subdued and there
has been little change in
market rates.

Capital inflows accelerated in
the opening weeks of 1990 in
anticipation of the 0.5 per cent
tax on foreign credits due to
enter into force on February 1
and the impending bank strike.
InJanuary, firms directly raised
loans abroad to the value of
some FIM 10 billion. After the
strike, the capital inflow re-
sumed at a brisk pace, and
between January and June,
long-term foreign financing
loans — both direct and bank-
intermediated — were raised
to the value of some FIM 30
billion. The markka was further
strengthened by the large in-
flow of funds it atiracted from



foreign banks in the forward
exchange market.

INSTITUTIONAL
CHANGES
During the last twelve

months, the Bank of Finland
has continued the gradual lib-
eralization of exchange con-
trol. As from the beginning of
February of this year, it permit-
ted the sale abroad of markka-
denominated bonds of over
one year's maturity, with the
exception of those issued by
housing and real estate com-
panies. Likewise, non-resi-
dents were permitted to issue
markka-denominated bonds
in Finland. In addition, Finnish
companies were freed from
the requirement to obtain prior
approval for share issues
abroad. From the beginning of
March, finance companies
were permitted to intermediate
foreign loans and raise them in
their own names, subject to
certain conditions.

In accordance with an earli-
er decision, the Bank of Fin-
land granted private individ-
uals and corporate entities of
similiar legal status the right to
invest abroad and make loans
of more than one year's matur-
ity to non-residents, without
restriction, as from the begin-
ning of July. Municipalities
were also granted permission
to invest abroad and to raise
foreign loans of over one
year's maturity for financing
their own operations. Besides
banks, mortgage banks and
credit companies can now
apply for the right to inter-
mediate and raise foreign
loans and to grant loans to
non-residents.

In June 1989, the Bank of
Finland revised the call money
window facility, inter alia, by
introducing a five-day rule ac-
cording to which a bank could
not make use of call money
credit to the extent that the
moving average of its daily
position for the last five bank-
ing days became negative.
This rule was made more flex-
ible in November 1989. Now

the five-day average daily po-
sition can be negative, but in
such case the rate charged for
call money credit is twice the
normal rate. The purpose of
the change was to simplify the
operation of the call money
window facility and atthe same
time to strengthen the interest
rate effects of the Bank’s mon-
ey market operations.

Since the beginning of 1990,
the Bank of Finland has con-
ducted its money market oper-
ations within a modified frame-
work designed to better reflect
the structural changes taking
place among market partici-
pants and to expand the
market. In additon to CDs
issued by commercial banks,
the Bank of Finland is prepared
to deal in the CDs of banks that
fulfil certain capital adequacy
requirements. Moreover, such
banks may act as the Bank of
Finland's counterparties in its
money market operations and
be accorded access to the call
money window. Banks which
already had this right have, as a
rule, been given a year in which
to meet the new requirements.

In February this year, the
Bank of Finland and the banks
agreedtoarevision of the cash

reserve system. The most im-
portant changes concerned the
cash reserve base and the in-
terest payable on cash reserve
deposits. Under the new agree-
ment, signed in April, the base
has been narrowed to com-
prise only the banks' outstand-
ing domestic deposits at the
end of each month; special
deposits and net foreign liabil-
ities have been eliminated from
the base. The basis for setting
the rate of interest paid on cash
reserve deposits was changed
so that the new rate is three
percentage points below three-
month HELIBOR, but not less
than 8 per cent. The previous
rate was a quarter of a percen-
tage point below the Bank of
Finland's base rate (Chart 2).

In order to encourage the
banks to make use of market
rates as reference rates in their
lending, the Bank extended
the range of approved refer-
ence rates to include each
bank's own prime rate as a
possible reference rate in all of
its lending and borrowing. One
major bank has already intro-
duced its own prime rate and
another is planning to do so
during this autumn.

CHART 2.
BANKS' CASH RESERVE DEPOSITS AND CASH
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BANK LENDING AND

DEPOSITS

The growth in bank lending
has been slowing continually
since the beginning of 1989,
At that time, the twelve-month
growth rate was running at 30
per cent, whereas by summer
of this year it had fallen to just
over 10 per cent. Markka lend-
ing grew even more sluggish-
ly, as lending in foreign curren-
cies increased at a noticeably
faster pace. Initially, the slow-
ing of the growth rate was due
to the tightening of monetary
policy and reduced credit
supply in the face of additional
cash reserve deposits. Interest
rates, which had risen in the
last half of 1989, effectively
reduced the demand for cred-
it. In the current year, the main
factor curbing demand has
been the slowing of economic
activity.

The growth in banks’ mark-
ka-deposits has also fallen
markedly over the past eight-
een months, and the percen-
tage pointincrease in the base
rate at the beginning of No-
vember 1989 does not seem
to have led to any increase in
deposits. To the contrary, in
December of last year, the
twelve-month growth rate for
deposits fell sharply as the

CHART 4.
NEGOTIABLE MONEY MARKET INSTRUMENTS
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public increased its cash bal-
ances in advance of the bank
strike. By the end of March,
notes and coin in circulation
with the public had returned to
their normal level, following the
end of the strike in early March,
and deposits have subse-
quently grown at the same
pace as markka lending.

Over the last twelve months,
the average interest rate
charged on new markka-de-
nominated loans has risen
substantially (Chart 3). Rates

CHART 3.

NOMINAL AND REAL RATES OF INTEREST ON
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rose by more than two percen-
tage points to 14 per cent in
the last months of last year.
Rates on new markka-de-
nominated loans rose at a dis-
tinctly slower pace than short-
term market rates. Similarly,
the fall in loan rates this year
has been noticeably slower
than the fall in market rates. As
interest rates have risen, so too
has the average rate on banks’
total markka lending. Likewise,
the average rate on markka
funding has risen, but by less
than that on lending. This is
because the proportion of total
claims that is tied to market
rates is greater in funding than
it is in lending. This has led to
a trendwise narrowing in inter-
est margins in recent years,
which has inturn strained bank
profitability.

In regard to both lending
and deposits, the share of the
total that is tied to market-
based reference rates has
continued to increase. In June
this year, the share of new
loans linked to market refer-
encerates grewto 47 per cent.
The rest were tied to the base
rate or fixed rates.!

1See the article by Helka Jokinen and
Heikki Solttila in this issue of the Bulletin.



MONEY MARKET

The growth of the Finnish
money market has continued
during the last twelve months,
albeit at a distinctly siower
pace than before (Chart 4). At
the end of June, the amount of
marketable money market
claims outstanding stood at
FIM 120 billion, of which bank
CDs accounted for nearly FIM
90 billion. The share of market-
able claims has grown to some
80 per cent of total money
market claims.

As the Bank of Finland's
market operations have virtual-
ly without exception involved
purchases of bank CDs, the
total value of these CDs in the
Bank's balance sheet had in-
creasedto FIM 33 billion by the
end of 1989, which was a
reflection of the decrease in
foreign currency reserves. By
summer 1990, the value of the
Bank’s holdings of CDs had
fallen to a level of FIM 20
billion, a mirror image of the
increase in foreign currency
reserves. The growth of the
commercial paper market has
levelled off in the last twelve
months, and the amount of
such paper outstanding has
been roughly FIM 30 billion.

Activity in the market for
CDs with 1 to 5 years’ maturity,
started by the three largest
banks over a year ago, has
been sluggish. This can be
attributed to the fact that the
markets for longer-term nego-
tiable instruments are general-
ly underdeveloped in Finland.

CAPITAL MARKET

The fall in share prices,
which began in the middle of
last year, has continued this
year, except for a slight upturn
at the beginning of the year.
According to the Unitas Index,
share prices on the Helsinki
Stock Exchange fell by 10 per
cent in the first half of this year.
The market has been de-
pressed by the rise in interest
rates and the poor outlook for
companies' profitability as a
result of deteriorating business
conditions. New issue activity

TABLE
SHARE AND BOND ISSUES IN 1980—1990, BILLION FIM
Shares’ Bonds
All Issued by companies
Total Public Total Public
issues issues

1980 04 4.8 2.8 04 —
1981 0.1 42 26 0.2 0.1
1982 0.9 6.9 35 14 0.2
1983 1.2 11.6 5.0 20 0.4
1984 2.9 13.9 7.3 25 05
1985 14 20.4 145 48 3.1
1986 35 227 135 5.0 2.6
1987 54 22.4 18.2 45 3.1
1988 10.8 18.7 144 3.0 1.0
1989 85 21.2 141 42 0.8
19902 1.2 13.2 7.4 22 0.1

1 Listed companies
2 To the end of June

has virtually come to a halt;
listed companies have not
made a single rights issue this
year. In the first six months of
this year, new share issues
amounted to a mere FIM 1.2
billion. This compares with FIM
7.2 billion in the correspond-
ing period of last year. Turn-
over in shares and subscrip-
tion rights on the Helsinki
Stock Exchange in the first half
of this year amounted to FiM
10 billion, down more than 50
per cent from the same period
a year ago.

In 1989, bond issues
amounted to a total of FIM 21.2
billion, which was clearly more
than in the previous year, and
investor interest now appears
to be focused on the money
and bond markets (Table). This
year bond issues have re-
mained at roughly the same
level as last year. Markka-de-
nominated issues totalled FIM
13.2 billion for the first half of
this year, most of which repre-
sented issues by financial insti-
tutions. Markka-denominated

bonds worth FIM 3.2 billion
were sold to non-residents
during the same period. In
contrast to the decrease in
share turnover, turnover in the
secondary bond market in-
creased. Bond turnover on the
Helsinki Stock Exchange grew
slightly in the first six months of
the year to FIM 2.5 billion, but
it continues to be surpassed
by turnover in the interbank
market, which amounted to
FIM 3.5 billion for the period
January—June 1990.

Turnover in the derivative
markets has been sluggish this
year. The volume of index op-
tions trade has fallen by about
a third from last year, and op-
tions prices have dropped in
the face of reduced market
uncertainty. The volume of
trade in index futures has also
been falling continuously since
the beginning of the year.

September 4, 1990
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INTEREST RATE LINKAGES IN BANKS' MARKKA DEPOSIT-TAKING

AND LENDING

by Helka Jokinen, B.Sc. (Econ.)
Central Bank Policy Department
and Heildki Solttila, M.Pol.Sc.
Financial Markets Department

Bank of Finland

ith the removal of
credit and interest
rate controls during

the second half of the 1980s,
investment opportunities for
depositors have improved. At
the same time borrowers have
had to face interest risks in a
more tangible way than before.
Despite the increased impor-
tance of bank deposits bearing
market rates of interestand the
fact that more and more loans
are granted at market rates, the
Bank of Finland’s base rate still
remains the key reference
rate. This canto a large degree
be attributed to the tax-exempt
status of deposits and the
underdeveloped state of the
bond market.

DEPOSITS

Up until the beginning of
19889, the rates of interest paid
on funds in the most common-
ly used types of deposit ac-
counts were traditionally the
same in all banks, and they
varied only in line with
changes in the Bank of Fin-
land's base rate. The uniform-
ity of deposit rates was based
on an interest rate agreement
between the banks. This, in
turn, owed its origins to tax
relief legislation which ex-
empted from tax only such
accounts that were used by at
least two groups of banks and
to which the same interest rate
and other terms and condi-
tions were applied.

The new law on tax relief on
deposits which entered into
force on January 1, 1989
changed the basis for the taxa-
tion of deposits. All deposits

12 became subject to taxation,

except those meeting certain
interest rate conditions de-
fined in law. At present, tax-
exempt deposits comprise 24-
month deposits bearing a rate
of interest which does not ex-
ceed the Bank of Finland's
base rate less one percentage
point and other deposits bear-
ing an interest rate not higher
than the base rate less four
percentage points. In theory
the change in law gave banks
the opportunity to compete as
it enabled them to offer the
public a wide choice of ac-
counts as regards the interest
rates to which they were linked
and other terms and condi-
tions.

But, although banks ob-
tained considerably more free-
dom to set their deposit rates
from the beginning of 1989
and the deposit account menu
diversified, in practice there
has been little change in the
basic structure of deposits.
The public has not shown any
great enthusiasm for high-
interest taxable accounts,
possibly because of its reluc-
tance to declare deposits to
the tax authorities. Hence at
the end of May, over 70 per cent

of bank deposits were still
held in tax-exempt accounts
(Table 1). As far as interest rate
linkages are concerned, the
dominant role played by tax-
exempt accounts is reflected
in the fact that about 80 per
cent of all deposits still bear
interest rates tied to the base
rate.

Of the stock of taxable bank
deposits at the end of May
1990, just under half was held
in companies’ cheque and
giro accounts. About one-fifth
of taxable deposits was linked
to HELIBOR rates. However,
HELIBOR rates are beingmore
widely used in setting deposit
rates.

The deposits shown in
Table 1 include non-interest-
bearing deposits, which
amounted to an estimated
FIM12 billion at the end of
May. In addition, part of the
deposits are non-interest-
bearing in practice, since in-
terest on cheque, postal giro
and ordinary deposit accounts
is normally accrued on the
basis of the lowest monthly
balance.

Prior to the entry into force
of the new Tax Relief Act in

TABLE 1.

DEPQOSIT BANKS' MARKKA DEPOSITS AT END-MAY 1990,

BILLION FIM (PARTLY ESTIMATED)

Taxable deposits 61
— fixed-rate 17
— linked to HELIBOR rates 7
— cheqgue and postal giro accounts 27
—other 10
Tax-exempt deposits 188
—24-month accounts 97
—standard savings accounts 85
—other (home savings premium and cheque accounts etc.) 6
TOTAL 249




1989, large sums were depos-
ited in 24-month accounts
bearing a higher rate of tax-
exempt interest than is permit-
ted under the new law. These
accounts will expire in the last
months of this year. In De-
cember, for example, more
than FIM 30 billion will become
available for investment in oth-
er outlets.

The withholding tax on de-
posits, which it is planned to
introduce at the beginning of
1991, will enable depositors to
make more flexible use of the
existing deposit account menu
since it will not be necessary to
declare any deposits to the tax
authorities. In these circum-
stances, it can be expected
that the predominance of de-
posit rates tied to the base rate
will gradually be eroded, that
deposit rates will become
more market-orientated, and
that the public will earn a better
return on their deposits.

LENDING

After the Bank of Finland
abandoned the regulation of
lending rates in 1986, particu-
larly households’ demand for
credit grew vigorously. Contri-
buting to this were the favour-
able economic outlook, strong
income growth and the tax-
deductibility of interest pay-
ments. The majority of loans
were still granted at rates tied
to the base rate. Since the
demand for credit could not be
satisfied through an increase
in normal deposits, banks had
to resort to funding at market
terms to an increasing extent.
As a result, banks’ interest rate
risks began to pose a problem.

Since the introduction of
HELIBOR rates in May 1987
banks have been able to use
these rates as reference rates
in all their lending, except
housing loans. Towards the
end of 1987, the Bank of Fin-
land allowed the banks to link
rates of interest on housing
loans to 3 or 5-year reference
rates, which are calculated on
the basis of interbank offered
rates for bonds. Furthermore,

TABLE 2.

DEPOSIT BANKS' MARKKA LENDING BY INTEREST LINKAGE IN
MAY 1990, STOCK AND NEW LOANS

Stock, Average New loans, Average
bilion FIM rate on billion FIM  rate on
stock, % new loans

Linked to the base rate 190.8 10.68 2.9 10.90
Linked to HELIBOR rates 46.4 15.18 2.5 15.08
Fixed-rate 153 12.68 24 15.23
Linked to long-term referen- 235 12.71 1.7 14.52
ce rates
Linked to banks' own refe- 3.6 10.22 04 10.59
rence rates
Other 0.8 13.14 0.0 14.94
TOTAL 280.4 11.71 10.0 13.61
TABLE 3.

HOUSING LOANS OF HOUSEHOLDS BY INTEREST RATE
LINKAGE IN MAY 1990, STOCK AND NEW LOANS

Stock,  Average New loans, Average
bilion FIM  rate on  billion FIM  rate on
stock, % new loans

Linked to the base rate 80.5 10.79 1.2 10.81
Linked to HELIBOR rates 2.1 15.29 0.2 1494
Fixed-rate 17 12.36 0.2 13.73
Linked to long-term referen- 18.6 12.57 1.2 14.57
ce rates
Linked to banks’ own refe- 0.0 14.77 0.0 14.83
rence rates
Other 0.2 12.96 0.0 14.11
TOTAL 1031 11.24 2.7 12.94

since the beginning of 1990,
banks have been able to apply
bank-specific prime rates in
both their deposit-taking and
lending. So far, however, only
one bank has introduced its
own prime rate.

Despite the relative abun-
dance of reference rates, the
bulk of the existing stock of
loans is still linked to the Bank
of Finland’s base rate. Almost
70 per cent of the banks' total
markka lending was tied to the
base rate at the end of May
1990 (Table 2). There are sev-
eral reasons for this. The rela-
tively long loan periods ap-
plied, for example to housing
loans, tend to preserve the
base rate linkage in lending,
since during the period of
regulation almost all house-
hold loans were linked to
the base rate. Many loans
granted under interest subsidy
schemes are also linked to the
base rate. This, in part, also
explains why the interest rates

on loans linked to the base rate
are at a relatively low level and
why borrowers other than
households still have such
loans. And, as noted, interest
rates on a large proportion of
bank funding, ie. the major
part of bank deposits, are
linked to the base rate.
Another reason for using the
base rate as a reference rate in
lending is the fact that the Bank
of Finland’s guidelines to the
banks have not permitted the
tying of housing loans to HELI-
BOR rates. Apart from loans
linked to the base rate and the
possibility of granting loans at
a prime rate, the only options
available to banks have been
fixed-rate loans or loans linked
to long-term reference rates.
However, the markets for both
these types of loans are so
underdeveloped that it has not
been possible, in practice, to
refinance them. As a solution to
the problem, banks have start-
ed to use HELIBOR rates as
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benchmark rates for housing
loans. This enables them to
reduce the interest rate risks
associated with market rates.
However, despite the limit-
ed options available to banks,
the share of new loans linked
to the base rate is decreasing
rapidly. At the end of May
1990, housing loans tied to the
base rate accounted for about
78 per cent of the outstanding
stock of housing loans, where-
as only about 44 per cent of
new housing loans granted in

rate (Table 3). Part of the de-
cline in the proportion of new
loans tied to the base rate can
be attributed to bridging fi-
nance, which is normally
linked to a market rate or car-
ries a fixed rate of interest. At
the end of May 1990, housing
loans linked to long-term refer-
ence rates amounted to just
under one-fifth of the total
stock of housing loans, while
slightly less than bhalf the
amount of new housing loans
was tied to these rates
(Chart1).

For types of lending other
than housing loans, the pro-
portion of new loans linked to
the base rate is decreasing
even more rapidly; a clear ma-
jority of these loans are already
linked to HELIBOR rates or
carry fixed rates. In particular, a
large proportion of new house-
hold consumer credits and
loans granted to companies
are tied to HELIBOR rates,
whereas the majority of fixed-
rate loans tend to be in the
form of bills {(Chart 1). In the
chart most of the lending to
other borrowers consists of
loans to companies.

The interest rate spread on
new lending has grown
markedly since 1988, in part
because of brisk demand for
credit and in part because of
pressures on bank profitability.
In the first half of 1988, the
spread between 3-month
HELIBOR and loans tied to it
amounted to about 1.5 per-
centage points and the spread
between the 5-year reference
rate and lending linked to it to
about 0.8 percentage point
(Chart 2). By early summer
1990, the corresponding fig-
ures were 2.3 and 1.4 percen-
tage points. Calculated on the
basis of total funding and lend-
ing, however, the interest rate
margin has been falling for
several years, The main reason
for this is the increased use of
market-related lending rates.
The spread on loans in this
category is narrower than that
on lending rates linked to the
base rate because of the lower
interest rate risk involved.

With the rise in market rates,
lending rates seem to have
fallen into two groups. For new
loans granted in May, the aver-
age lending rate was 10.9 per
cent for loans tied to the base
rate and 14.7 per centfor other
loans. For the deposit banks'
total outstanding loans at the
end of May 1990, the corres-
ponding average lending rates
were 10.7 and 13.9 per cent.
Part of the differential of 3 to 4
percentage points can be as-
cribed to the existence of sub-



2.0

1.5

1.0

0.5

0.0

CHART 2.
INTEREST RATE SPREADS

- /

- 2

r’a\\ n*
y ] LN
4 N

A
= -~ v/
IRV
- ,\ '\ 'y ,
N7 A T 7
) \\ / V Y
- 1 —l h
-IIIIJLIlIJJlllIIIIIII LI[IIIJIIII
1988 1989 1990

* strike

1. Average spread on new loans linked to

5-year reference rate

2. Average spread on new loans linked to

3-month HELIBOR

sidized loans and loans with
maximum agreed lending
rates, but it is doubtful whether
such loans account for all of it.
The differential may also be
due to business acquisitions a
few years ago and the credit
and deposit arrangements
made in connection with
these. Nevertheless, it seems
likely that banks are still grant-
ing credit on favourable terms
to good customers. In this re-
spect, marginal cost thinking
has evidently not yet permeat-
ed the financial sector in full.

September 5, 1990



ITEMS

R
FINLAND’S BALANCE
OF PAYMENTS IN
JANUARY—JUNE
1990
According to the Bank of

Finland's preliminary figures,

the current account showed a

deficit of FIM 12 410 million in

January—June this year. The

net inflow of long-term capital

amounted to FIM 19629 mil-

lion and the net inflow of short-

term capital to FIM 4401 mil-

lion. Thus the Bank of Finland's

foreign exchange reserves in-
creased by FIM 11 620 million.

In the corresponding period of

1989, the current account had

shown a deficit of FIM 8 831

million.

Current account. Com-
piled on a balance-of-pay-
ments basis, the trade account
posted a deficit of FIM 1341
million in  January—dJune,
compared with FIM 736 million
in the corresponding period of
1989. Commodity exports
grew by 5 per centinvalue and
by 6 per cent in volume. The
fastest growth in export volume
occurred in the food process-
ing, metal products, machinery
and wood and wood products
industries. The value of com-
modity imports was 6 per cent
and the volume just under 7
per cent up on the first six
months of 1989. The volume of
imports of raw materials and
intermediate goods grew by 9
per cent. Imports of machinery
and equipment, other invest-
ment goods and consumer
goods also showed a clear
increase.

The services account regis-
tered a deficit of FIM 2578
million in January—dJune, an
increase of aimost FIM 1 000

16 million on the corresponding

MAJOR BALANCE OF PAYMENTS ITEMS
IN JANUARY—JUNE 1990, MILLION FIM!

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

Trade account
Transport
Travel
Other services

Services account

GOODS AND SERVICES ACCOUNT
Investment income, net

Unrequited transfers

Other

A. CURRENT ACCOUNT

Long-term financial
loans and suppliers’ credits:?
drawings
redemptions
Direct investment
Other long-term capital

B. LONG-TERM CAPITAL
ACCOUNT
BASIC BALANCE (A+B)
Prepayments and liabilities
related to imports
Prepayments and receivables
related to exports
Short-term capital of
authorized banks
Other short-term capital
Errors and omissions

C. SHORT-TERM CAPITAL
ACCOUNT

D. ALLOCATIONS OF SDRs
OVERALL BALANCE
(A+B+C+D)

Change in the foreign
exchange reserves of the
Bank of Finland

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

' Preliminary figures.
2 Assets include export credits only.

Receipts Expenditure Net

51666 52804 —1138

—766 —563 —203

50 900 52241 —1341

4195 2024 2171

1973 5157 —3184

3032 4597 —1565

9 200 11778 —2578

60 101 64019 —3919

6419 12749 —6330

672 2411 —1739

1386 1807 —422

68 577 80987 —12410

Changein  Change in Net
assets liabilities

—1015 32116 31101

918 —9226 —8308

—5 050 1011 —4039

—127 1002 875

—5274 24 903 19 629

7219

1050

60

10 288

—1848

—5149

4 401

11 620

—11 620



period of the previous year.
The surplus on the transport
account grew from FIM 2023
million to FIM 2171 million.
Travel receipts grew by 2 per
cent and travel expenditure by
25 per cent. Thus the travel
account posted a deficit of FIM
3184 million as against FIM
2180 million in the first six
months of last year. The other
services account registered a
deficit of FIM 1 565 million.

Interest payments on foreign
joans amounted to FIM 12 749
million. With interest income on
foreign assets totaling FiM
6419 million, the investment
account showed a deficit of FIM
6330 million. This was FIM
1729 million more than in the
corresponding period last year.
The unrequited transfers ac-
count posted a deficit of FIM
1739 million.

Capital account. Draw-
ings of foreign long-term loans
amounted to FIM 32116 mil-
lion in January—dJune, which
was FIM 13 341 million more
than in the corresponding
period last year. Mainly com-
panies and financial insti-
tutions accounted for imports
of loan capital. Repayments of
long-term capital amounted to
FIM 9226 million. Drawings
of long-term export credits
granted to foreign customers
amounted to FIM 1 015 million

and repayments of outstand-
ing export credits to FIM 918
million. Finnish net direct in-
vestment abroad totalled FIM
5050 million and foreign di-
rect investment in Finland FIM
1011 million. Net imports of
capital in the form of portfolio
investment amounted to FIM
997 million. The total net inflow
of long-term capital was FIM
19629 million; this represents
an increase of FIM 16 061
million on the corresponding
period last year.

The inflow of short-term
capital (incl. errors and omis-
sions) totalled FIM 4 401 mil-
lion in January—June 1989.
Short-term liabilities related to
imports increased by an esti-
mated FIM 1 050 million, while
net prepayments and receiv-
ables related to exports de-
creased by FIM 60 million. The
net short-term liability of the
authorized banks grew by FIM
10288 million.

The foreign exchange re-
serves of the Bank of Finland
grew by FIM 11620 million in
January—June. The convert-
ible foreign exchange re-
serves increased by FIM
12 128 million and tied curren-
cy liabilities increased by FIM
507 million. Atthe end of June,
the convertible foreign ex-
change reserves of the Bank of
Finland stood at FIM 34373

million and tied currency liabil-
ities at FIM 1 064 million.
Atthe end of June, Finland’s
net foreign debt totalled FIM
99496 million; the net long-
term debt amounted to FIM
83375 million and the net
short-term debt to FIM 16 121
million. The central govern-
ment's share of net foreign
debt was FIM 17 910 million.
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THE UNIVERSITY

OF HELSINKI

COMMEMORATIVE

COIN
To mark the 350th anniversary
ofthe University of Helsinki, the
Mint of Finland has struck a
commemorative silver coin in
the denomination of 100 mark-
kaa. It was designed by Raimo
Heino.

The university was estab-
lished in 1640 in Turku and
named the Academy of Turku.
It was transferred to Helsinki in
1828 and after Finland be-
came independent in 1917 it
received the name the Univer-
sity of Helsinki.

On the obverse of the com-
memorative coin there is a
square with a stylized lyre and
the text "Universitatis Helsin-
giensis 1640—1990". On the
reverse there is a picture of an
owl sitting on the branch of a
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laurel tree and the text "Suomi
Finland 100 mk”. The edge of
the coin is engraved with the
text "Pohjoisesta ja meren
puolelta han heidat kokosi”
("From the north and the sea
he gathered them”).

The issue  comprises
150000 pieces. The silver
content of the coin is 830 %o,
the weight 24 grammes and
the diameter 35 mm.

The coin was issued on
September 11, 1990 and it is
legal tender. Foreign sales are
handled by the commercial
banks.

DEATH OF DR. AHTI

KARJALAINEN

The former chairman of the
Board of Management of the
Bank of Finiand, Dr. Ahti Karja-
lainen, died in Helsinki on Sep-
tember 7 at the age of 67. Ahti
Karjalainen served the Bank
from 1952 to 1983; however,
for the major part of that period
he was on a leave of absence
holding various ministerial
posts in a number of Gov-
ernments, including two terms
as Prime Minister. Dr. Karjalai-
nen was Acting Governor of
the Bank from 1979 to 1982
and Governor from 1982 to
19883.
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES

FROM SEPTEMBER 1989 TO SEPTEMBER 1990

1989
SEPTEMBER

Foreign Exchange
Regulations. The Bank of
Finland relaxes the foreign
exchange regulations
concerning foreign
investments and capital
imports. The amendments
enter into force on September
1, 1989, except for those
applying to private individuals.
For tax control reasons,

the decisions regarding
capital exports by private
individuals will enter into
force on a later date, however
not later than July 1, 1990.
Capital exports. Acquisitions
of dwellings and real estate
abroad no longer require
authorization; previously,
permission was necessary

if the purchase price
exceeded FIM 1 million.
Investments in the form

of foreign securities, deposits
held in accounts with foreign
monetary institutions and
merchandise held abroad
are permitted without the
permission of the Bank

of Finland or quantitative
restrictions. In addition,
credit of more than one
year's maturity may be
granted to non-residents
without the Bank of Finland's
permission.

Capital imports. Non-financial
companies, except housing
and real estate companies,
are permitted to raise foreign
credit of more than one
year's maturity; previously,
only loans of more than

five years' maturity were
permitted. The authorization
of the Bank of Finland is

still required if a company
borrows directly from a

foreign lender.

Suppliers’ credits and
prepayments in respect

of imports are entirely freed
from authorization. In addition,
most direct investments

in Finland no longer require
authorization.

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
for certain banks. Together
with the current 8 per cent
ratio, the banks’ average
deposit requirement now
amounts to 8.8 per cent

of the cash reserve base

in August.

QCTOBER

Government cash fund
deposits. The Ministry of
Finance and the Bank of
Finland reach an agreement
according to which the
government will make cash
fund deposits totalling FIM

5 billion with the Bank of
Finland between October

5, 1989 and January 31,
1990. These deposits will
be transferred on February
1, 1990 to a pension fund
to be set up by the
government. Additional
deposits totalling FIM 1.6
billion will be made by the
government in the pension
fund, between February

1 and December 31, 1990.
Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
for certain banks. Together
with the current 8 per cent
ratio, the banks’ average
deposit requirement now
amounts to about 9.0 per
cent of the cash reserve
base in September.

NOVEMBER

Base rate. The Bank of
Finland raises the base rate
from 7.5 per centto 8.5

per cent as from November 1.
Call money market. With
effect from November 6,
1989, the Bank of Finland
amends the terms of the

call money credit system

so that the 5-day moving
average of a bank’s position
may be negative but in this
case the call money credit
rate will be charged at double
the normal rate. It was a
condition of the revision

of June 1989 that the moving
average of a bank’s 5-day
call money position should
not be negative. The call
money credit rate remains
unchanged at 15 per cent
and the call money deposit
rate at 4 per cent.

Cash reserve requirement.
The Bank of Finland raises
the cash reserve requirement
for certain banks. Together
with the current 8 per cent
ratio, the banks’ average
deposit requirement now
amounts to about 9.1 per
cent of the cash reserve
base in October.

DECEMBER

Cash reserve requirement.
The Bank of Finland adjusts
the cash reserve requirement
for certain banks and groups
of banks. Together with

the current 8 per cent ratio,
the banks' average deposit
requirement now amounts

to about 9.1 per cent of

the cash reserve base in
November.
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1990
JANUARY

Prime rates. The Bank of
Finland complements its
recommendations on
reference rates to banks

by permitting them to apply
their own prime rates in

all their lending and deposit-
taking, with effect from
January 1, 1990.

Money market operations.
As from January 1, 1990,
only CDs issued by banks
which meet the following
requirements can be
accepted for use in money
market dealings: the bank’s
capitalization exceeds the
minimum amount set by

the Bank of Finland, the
bank meets the minimum
capital adequacy
requirements set by the

BIS and operates as a market
maker in the CD market.
These banks may at the
same time act as the Bank
of Finland’s market
counterparties and may

be granted access to call
money credit. As a rule,

a one-year transition period
will be applied in the
introduction of the new
requirements for banks
which are already entitled

to call money credit and

in whose CDs the Bank

of Finland deals.

Cash reserve requirement.
The Bank of Finland adjusts
the cash reserve requirement
for certain banks. Together
with the current 8 per cent
ratio, the banks’ average
deposit requirement remains
at about 9.1 per cent of

the cash reserve base in
December.

Provided bank lending does
not accelerate sharply in
January-February 1990,

the collection of additional
deposits under the
supplementary cash reserve
agreement will be
discontinued. The non-
interest-bearing additional
deposits collected on the

20 basis of the lending growth

figures at the end of
December 1989 will remain
at the Bank of Finland and
be refunded at the latest

in July-December of the
current year in six equal
instalments at the end of
each month.

FEBRUARY

Foreign Exchange
Regulations. The Bank

of Finland allows the sale
abroad of new markka-
denominated bonds of over
one year's maturity as from
February 1, 1990, with the
exception of bonds issued
by housing and real estate
companies. The present

ban on cross-border sales
remains in force for bonds
issued previously. Effective
the same date, non-residents
will be allowed to issue
markka-denominated bonds
in Finland.

With effect from the beginning
of February, the Bank of
Finland also decides to
exempt Finnish companies’
share issues abroad from
the requirement of prior
authorization. Starting from
this date, the Bank of Finland
no longer requires quotation
by the Helsinki Stock
Exchange or the OTC market
as a condition for the issue
of foreign securities in
Finland. Similarly, it is no
longer necessary for non-
residents purchasing Finnish
securities to effect their
purchases through the
Helsinki Stock Exchange

or the OTC market.

MARCH

Finance companies
accorded the right to
intermediate foreign
finance. The Bank of Finland
decides that, with effect
from March 1, 1990, finance
companies may apply for
the right to intermediate

and raise foreign loans to
the extent permitted by

the limits on their foreign

currency positions. Previously
only deposit banks were
accorded this right.

APRIL

Cash reserve agreement.
The Bank of Finland signs

a new cash reserve
agreement with the deposit
banks on April 26, 1990.
According to the new
agreement, the cash reserve
base comprises domestic
deposits by the public and
the rate of interest payable
on cash reserve deposits

is the 3-month HELIBOR
rate less three percentage
points, not however less
than 8 per cent. The new
cash reserve base is applied
for the first time to deposits
in April and interest will

be paid at the new rate

with effect from May 1, 1990.

MAY

Cash reserve requirement.
The cash reserve requirement
corresponding to the new
cash reserve agreement
amounts to 8 per cent of

the cash reserve base at

the end of April.

JULY

Foreign Exchange
Regulations. The Bank

of Finland allows private
persons to undertake foreign
investments and grant loans
of over one year's maturity
to non-residents without
upper limit as from July 1,
1990. This liberalization
measure also applies to
corporate entities, such

as housing and real estate
companies, considered
comparable to private
persons. Furthermore, local
authorities are allowed to
make foreign investments,
grant,loans of over one
year’'s maturity to non-
residents and raise foreign
loans of over one year's
maturity for financing their
own operations.



The Bank of Finland also
increases the opportunities
of financial sector enterprises
to engage in foreign
operations. In addition to
banks, mortgage banks

and credit companies are,
with effect from July 1, 1990,
able to apply for the right

to intermediate and raise
foreign loans and the right
to make foreign investments
within the limits of their
foreign currency positions.
Finance companies have
been able to apply for the
right to intermediate foreign
loans since March 1, 1990.
Investment reserves. On
July 12, the Government

decides to release, as from
January 1, 1991, companies'
investment reserves set

up in respect of profits
earned in 1985-1987. These
reserves are to be used

by the end of 1992.

SEPTEMBER

Foreign Exchange
Regulations. By decision
of the Bank of Finland,
derivative instruments based
on Finnish shares and
warrants carrying the right

to purchase restricted shares
may be sold to non-residents
as from September 1, 1990.

However, legislation
restricting foreigners'
ownership rights prohibits
the transfer of restricted
shares underlying derivative
contracts and warrants to
non-residents.

The decision applies to

all standardized and
unstandardized options

and futures based on Finnish
shares and other contracts
of a similiar nature.

The Bank of Finland further
decides that residents may,
without restriction, buy and
sell derivative instruments
based on foreign shares

as from September 1, 1990.
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FINLAND IN BRIEF

LAND, CLIMATE AND

POPULATION

Finland covers an area of more than
338000 square kilometres. The total
area is slowly increasing because of
the steady uplift of the land since the
last glacial era. The country shares
frontiers with Sweden in the west, Nor-
way in the north and the Soviet Union
in the east and has a coastline bor-
dered by the Baltic Seain the southand
west. Agricultural land accounts for 8 %
of the total area, forest and other
wooded land for 68 % and inland wa-
ters for 10%. Located between lati-
tudes 60° and 70° north, Finland has
warm summers and cold winters. Hei-
sinki on the south coast has an average
maximum temperature of 220C {729F)
in July and -4°C (259F) in February.

Finland has a population of
4969200 (Dec. 31, 1989) and an
average population density of 16.3 per
square kilometre. The largesttowns are
Helsinki (Helsingfors), the capital, with
4390800 inhabitants, Tampere (Tam-
merfors) 171300, Espoo (Esbo)
169400, Turku {(Abo) 158900 and
Vantaa (Vanda) 152 500.

There are two official languages:
93.6 % of the population speaks Finn-
ish as its mother tongue and 6.0%
Swedish. There is a small Lapp popu-
lation in the north. Finnish is a member
of the small Finno-Ugrian group of
languages, which also includes Esto-
nian and Hungarian.

FORM OF GOVERNMENT

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

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

Parliament,  comprising 200
members, is elected by universal suf-
frage for a period of four years. Follow-
ing the parliamentary elections of
1987, the seats of the various parties in

22 Parliament are distributed as follows:

Social Democratic Party 56; National
Coalition Party 53; Centre Party 40;
Left-Wing Alliance 20; Swedish Peo-
ple's Party 13; Rural Party 9; Christian
League 5; and the Greens 4.

Of the 18 ministerial posts in the
present government appointed in May
1987, 8 are held by Social Democrats,
7 by the National Coalition Party, 2 by
the Swedish People's Party and 1 by
the Rural Party. The Prime Minister is
Mr. Harri Holkeri of the National Coali-
tion Party.

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

INTERNATIONAL

RELATIONS

Finland pursues a policy of neutral-
ity in foreign affairs, and enjoys friendly
relations with all European countries
and countries elsewhere. Finland's de-
velopment cooperation programmes
channel assistance via international or-
ganizations and, Dbilaterally, to a
number of African, Asian and Latin
American countries.

Finland became a member of the
BIS in 1930, the IMF in 1948, the IBRD
in 1948, GATT in 1950, the UN in 1955,
the Nordic Council in 1955, the IFC in
1956, IDA in 1960, EFTA in 1961, the
ADB in 1966, the OECD in 1969, the
IDBin 1977, the AfDB in 1982 and the
MIGA in 1988.

Having abolished most quantitative
restrictions on foreign trade in 1957,
Finland first took part in European free
trade arrangements under the aus-
pices of EFTAin 1961. Imports from the
USSR were also progressively freed
from customs duties. Finland's free
trade agreement with the EEC entered
into force in 1974 and agreements for
the removal of trade barriers were
concluded with several eastern Euro-
pean countries as well. Citizens of the
five Nordic countries, Denmark, Fin-
land, Iceland, Norway and Sweden,
have enjoyed a common labour
market, a passport union and recipro-
cal social security benefits since the
mid-1950s.

THE ECONOMY

Output and employment. The
Finnish economy is essentially based
on private enterprise, with over 80 % of
manufacturing output and some 90 %
of banking services produced by pri-

vate companies. Of the gross domestic
product of FIM 431 billion in basic
values in 1989, 3 % was generated in
agriculture and fishing, 3 % in forestry,
25% in industry, 9% in construction,
11 % in trade, restaurants and hotels,
8 % in transport and communications,
4% in finance and insurance, 19 % in
other private services and 17 % by
producers of government services. Of
total employment of 2.5 million persons
in 1989, 9 % were engaged in primary
production, 31 % in industry and con-
struction and 60 % in services.

In 1989, expenditure on the gross
domestic product in purchasers’
values amounted to FIM 485 billion and
was distributed as follows: net exports
-1.7% (exports 23.6%, imports
-25.3 %), gross fixed capital formation
27 %, private consumption 52 % and
government consumption 20 %. Fin-
land's gross tax ratio (gross taxes in
relation to GDP) was 37 % and the net
tax ratio (net taxes in relation to GDP)
25 %, which is about the average for
OECD countries.

Average annual (compounded)
growth of real GDP was 4.7 % in the
period 1950-59, 5.0% in 1960-69,
3.7% in 1970-79, 3.6 % in 1980-89
and 4.3 % in 1950-89. Finland's GDP
per capita in 1989 was USD 23 200.
According to preliminary data, this put
Finland in second place after Switzer-
land among the 24 member countries
of the OECD.

Foreign trade. Over 80 % of Fin-
land's trade is carried on with market
economies, the most important among
which are Sweden, the Federal Repub-
lic of Germany, the United Kingdom,
the United States, France and Japan.
Bilateral trade with the Soviet Union,
which is conducted at world market
prices, dominates Finland's trade with
socialist countries. Finland imports
mainly oil and other energy products
from the Soviet Union, while her ex-
ports consist primarily of manufactured
goods.

In 1989, the share of forest industry
products in total merchandise exports
was 40%, the share of metal and
engineering products 42% and the
share of other goods 18 %. Raw mate-
rials and intermediate goods (incl.
crude oil) accounted for 54 % of mer-
chandise imports, fuels for 3 %, invest-
ment goods for 19 % and consumption
goods for 23 %.

Forest resources. Finland has
fairly abundant forest resources, but



only limited amounts of other raw mate-
rials. The growing stock comprises
1660 million cubic metres, of which
45% is pine, 37 % spruce and 18 %
broad-leaved species, chiefly birch.
The annual growth increment totals 68
million cubic metres and the total drain
calculated on the basis of commercial
fellings was 59 million cubic metres in
1989.

Energy. In 1989, gross consump-
tion of primary energy amounted to 30
Mtoe, of which industry accounted for
46 %, heating for 21 %, transportation
for 14 % and other purposes for 19 %.
The sources of primary energy in 1988
were as follows: oil 31 %, coal 11 %,
nuclear power 15%, hydro-electric
power, peat and other indigenous
sources 29 %, others 14 %. Compared
internationally (1988), Finland's con-
sumption of 6.0 toe per capita was 1.8
times higher than the average in Euro-
pean OECD countries. The self-suffi-
ciency rate (OECD definition) in Finland
was 42 %, as compared with 62 % in
western Europe on average.

FINANCE AND BANKING

Currency. Since 1865 Finland
has had its own monetary system. The
currency unit is the markka (plural:
markkaa), abbreviation FIM, which is
divided into 100 pennié (singular: pen-
ni). Since Nov. 1, 1977 the external
value of the markka has been officially
expressed interms of atrade-weighted
currency index. As from Jan. 1, 1984
only convertible currencies have been
included in the index. Since November
30, 1988, the index has been permitted
to fluctuate within a range of 6 percent-
age points (previously 4.5). The range
is defined by fluctuation limits which
are set by the Government at the
proposal of the Bank of Finland. Since
March 17, 1989, the fluctuation limits
have been 96.5 and 102.5 (1982 =
100), where the lower limit means the
highest permissible value for the mark-
ka and the upper limit the lowest
permissible value.

International payments.
Thoughthe use of the markka in foreign
trade and as a eurocurrency has in-
creased, most international payments
are effected in other currencies. Fin-
land adopted Article VIII status at the
International Monetary Fund in 1979.
There are no restrictions concerning
payments for merchandise or invis-
ibles, and short-term trade finance may
be acquired whenever exporters and
importers see fit. The remaining ex-
change controls apply mainly to short-
term financial transactions.

Qutward direct investment is per-
mitted without the Bank of Finland's
authorization except for direct invest-
ments in the Soviet Union and Bulgaria.
Similarly, inward direct investment is
permitted without the Bank of Finland’s
authorization except for direct invest-
ments in enterprises in the financial
sector and direct investments by the
Soviet Union and Bulgaria. Foreign

investors may also buy Finnish shares
and markka-denominated bonds.
Finnish companies may freely raise
foreign credits of over one year's ma-
turity and grant credits of over one
year's maturity to non-residents. Finn-
ish residents may invest freely in for-
eign securities and real estate.

Commercial payments with the So-
viet Union and Bulgaria are carried out
mainly on a bilateral basis and are
effected through clearing accounts.
The necessary licencing of trade for
maintaining balance in bilateral trade is
carried out by the Export and Import
Permits Office; the scope for suppliers’
credits is also limited.

The Central Bank. The Bank of
Finland (Suomen Pankki - Finlands
Bank), founded in 1811, operates un-
der the supervision of the Parliamen-
tary Supervisory Board, the nine
members of which are entrusted with
overall supervision of the Bank and
certain specific decisions such as fix-
ing the Bank's base rate and the limits
for other rates. The Governor and a
maximum of five other Members of the
Board of Management are appointed
by the President of the Republic. The
Board manages all affairs not expressly
entrusted to the Parliamentary Supervi-
sory Board, including the terms of
banks’ central bank finance, open
market operations, intervention in the
foreign exchange market, determina-
tion of the external value of the curren-
cy within the fluctuation limits, direct
lending and permits for international
capital transactions. The powers vest-
ed in the Bank and its independence of
the Government make the Bank of
Finland one of the world's stronger
central banks. In practice, the Bank
liaises closely with the Government, so
as to coordinate economic policy. The
Bank of Finland has a head office in
Helsinki and 12 branch offices in other
towns.

Other banks (Dec. 31, 1989).
Finland has four major groups of de-
posit banks with a total of more than
3500 offices. There are two big com-
mercial banks with national branch
networks and eight smaller ones, four
of which are foreign-owned. The com-
mercial banks have a total of 33 foreign
branches, subsidiaries and associate
banks and 26 representative offices
abroad. There are 178 savings banks
and 360 cooperative banks with their
own extensive branch networks. The
government-owned Postipankki has
67 branches and also offers basic
services in post offices. In addition,
foreign banks have 9 representative
offices in Finland.

Financial markets. Of the total
stock of FIM 580 billion in outstanding
domestic credit at the end of 1988,
64 % was provided by deposit banks,
4 % by mortgage banks, 15 % by insur-
ance companies, 8 % by other credit
institutions and 9% by the state, local
authorities and social security funds.
There are no quantitative restrictions or
interest rate limitations on lending.
Reguiation of bank lending rates was

progressively relaxed earlier in the
1980s and finally abolished in 1986.

In the money market, 71 % of the
instruments, which totalled approxi-
mately FIM 150 billion at end-1989,
were negotiable instruments such as
bank certificates of deposit, commer-
cial paper, Treasury notes and local
authority paper. Funds intermediated
through bank trust depariments and
non-negotiable bank debt instruments
make up the bulk of non-negotiable
instruments. In its open market opera-
tions, the Bank of Finland deals in bank
certificates of deposit and also issues
its own certificates of deposit.

There are 83 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 125
billion {atend-1989). Four foreign com-
panies are also quoted. Domestic
bonds and debentures in circulation at
end-1989 totalled FIM 105 billion; gov-
ernment bonds made up 28 % of the
total. Turnover on the Stock Exchange
in 1989 amounted to FIM 41 billion; the
share of shares and subscription rights
in the total was approximately 82 %.
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1. THE BALANCE SI'I T OF THE BANK OF FINLAND
1.1 THEFMI%ALANCE SHEET OF THE BANK OF FINLA
1989 1990
Avg. 31 Dec. 31 Aug. 8 Avg. 15 Avg. 23 Aug. 31
ASSETS
Gold and foreign currency claims 30345 23 009 35705 35543 35609 35708
Gold 2128 2179 2180 2180 2180 2180
Special drawing rights 882 966 765 765 780 780
IMF reserve tranche 934 950 851 812 813 813
Convertible currencies 25 568 18 822 31671 31 550 31601 31829
Tied currencies 832 92 239 237 236 106
Other foreign claims 4096 3300 2804 2528 2528 2530
Markka subscription to Finland's IMF quota 2195 2103 2115 2154 2154 2154
Term credit 1901 1198 689 374 374 377
Claims on finundial institutions 24721 39054 26 240 25347 25972 24 769
Call money credits 2 38 0 188 1 14
Certificates of deposit 18 641 33230 20 003 19133 19 894 19123
Term credifs — - — — — —
Till-money credits 2899 3310 3789 3583 3642 3196
Financing of crop failure loans 611 — — — — —
Bonds 2329 2238 2210 2205 2198 2198
Other claims on financial institutions 238 238 238 238 238 238
Claims on the public sector 1113 1137 1266 1266 1280 1281
Treasury notes and bills — — — — — —
Bonds 31 8 7 7 6 7
Total coinage 1082 1129 1259 1259 1274 1274
Other claims on the public sector — — — — — —
Claims on corporations 2425 2207 1861 1 848 1841 1838
Financing of exports 30 1 0 0 0 0
Financing of domestic deliveries (KTR) 1903 1697 1382 1371 1363 1360
Bonds: KTR credits 281 302 272 272 272 272
Bonds: Other 24 21 12 11 11 11
Other claims on corporations 187 186 195 195 195 195
Other asseis 95 571 110 m 112 115
Accrued items — 464 — — — —
Other assets 95 107 110 T 112 115
Total 62794 69 279 67 986 66 643 67 342 66 242
LIABILITIES
Foreign currency liabilities 148 697 1078 814 772 820
Convertible currencies 23 42 42 51 33 30
Tied currencies 126 656 1036 762 739 790
Other foreign liabilities 2979 2 860 2842 2881 2882 2882
IMF markka accounts 2195 2103 2115 2154 2154 2154
Allocations of special drawing rights 784 758 727 727 728 728
Notes and coin in circylation 11 651 13129 13 581 13414 13 394 13314
Notes 10652 12073 12 473 12 307 12274 12196
Coin 999 1056 1107 1106 1120 1118
Certificates of de 60 — 40 40 40 40
Liabilities 1o financial institutions 25825 26 303 23 470 22 828 24 053 22 842
Call money deposits 841 569 748 106 1332 801
Term deposits — — 0 0 0 0
Coash reserve deposits 24 639 25 506 22 679 22 679 22 679 21 999
Capital import deposits 310 190 0 0 0 0
Other liabilities to financial institutions 35 38 43 43 42 42
Liabilities to the public sector 1 486 5325 6 445 6 255 5875 5685
Cheque accounts 1 0 1 0 1 0
Cash fund deposits — 3770 0 0 0 0
Pension fund deposits — — 4831 4641 4261 4071
Counter-cyclical deposits 1319 1319 1319 1318 1318 1318
Export deposits 166 235 292 292 292 292
Other liabilities to the public sector 1 1 2 3 3 3
Liabilities to corporations 10799 10810 10378 10376 10 378 10 465
Deposits for investment and ship purchase 10234 10228 10378 10376 10378 10 465
Capital import deposits 564 583 0 0 0 0
Other liabilities to corporations 0 — 0 0 0 0
Other liabilities 60 1294 61 54 56 55
Accrued items — 1241 0 0 0 0
Other liabilities 60 53 61 54 56 55
Valuation account and reserves 3949 2 696 3928 3818 3728 3975
SITRA’s capital 400 400 400 400 400 400
Capital accounts 5436 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000 5000
Reserve fund 436 436 764 764 764 764
Profit/loss for the accounting year — 328 0 0 0 0
Total 62794 69 279 67 986 66 643 67 342 66 242



- _____________________________________|
1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
End of Foreign sector Public sector
Gold  Spedal IMF  Convert- Convert= Tied Foreign  Other Net Claims  Liabil- Net
drawing reserve ible ible curren- exchange caims, daims itfes liabil-
rights franche curren- reserves, cles, net reserves, net (7+8) ities
des, net  ftotal total (11-10)
(1+2+3+4) (5+6)
1 2 3 q 5 6 7 8 9 10 11 12
1985 2081 931 775 18572 22359 —285 22074 —849 21225 1023 4300 3277
1986 2081 983 793 6778 10635 3421 1405% —838 13218 1002 2001 999
1987 2128 899 793 23571 27391 1212 28603 1131 29734 977 901 —76
1988 2128 1120 940 24373 28561 945 29 506 1117 30623 1128 1903 775
1989 2179 966 950 18780 22875 —564 22311 440 22751 1137 5325 4188
1989
Aug. 2128 882 934 25545 29489 706 30195 1117 31312 1113 1486 373
Sept. 2129 878 952 23568 27527 —826 26701 1107 27808 1135 1504 369
Oct. 2129 1055 927 21841 25952 307 25645 772 26417 1112 2683 1571
Nov. 2129 851 967 19826 23773 —381 23392 769 24161 1126 4150 3024
Dec. 2179 966 950 18780 22875 —564 22311 440 22751 1137 5325 4188
1990
Jan. 2179 900 954 26179 30212 584 29628 432 30060 1168 6384 5216
Feb. 2179 846 913 26289 30227 =311 29916 433 30349 1185 6523 5338
March 2180 791 910 29685 33566 —962 32604 273 32877 1203 6655 5452
April 2180 779 899 30034 33892 —920 32972 —40 32932 1217 6950 5733
May 2180 796 902 30875 34753 —1163 33590 —39 33551 1229 7205 5976
June 2180 778 865 30550 34373 —1065 33308 —40 33268 1285 7205 5920
July 2180 771 858 31272 35081 —694 34387 —43 34344 1266 6635 5369
Avug. 2180 780 813 31799 35572 —684 34888 —352 34536 1281 5685 4 404
End i:'d Domestic financial sector Corporate seclor
per Torm Call Cash Till-money Other lia- Net Claims  Special MNet Notes Out=
claimson money reserve creditsto bilitiesto claims inthe deposits cdaims and standing
daims on dmulh deposit financial (13+14- formof andother (19-20) coinin CDsissved
banks posit hanks institu= 5+16- spedal Hems, circu= by the Bank
, net  banks tions, net 1 financing net J _of Finland
13 14 15 16 17 18 19 20 21 22 23
1985 . 4014 10 222 1925 —1386 —2897 4525 4113 412 8072
1986 2 381 6 687 9270 2305 —2240 4343 4 581 4757 —176 8 668 .
1987 — —757 10941 2730 —-2350 —6618 3449 4782 —1333 9990 4970
1988 7187 335 19 039 2920 —3733 —4864 2823 6579 —3756 11550 1130
1989 33230 —531 25 506 3310 —2248 12751 2000 10604 —8604 13129 —
1989
Avug. 18 641 —839 24639 2899 —2833 —1105 2214 10587 —8373 11651 60
Sept. 22152 —133 25089 2569 —2781 2280 2184 10617 —8433 11739 20
Oct. 25623 —419 25377 3023 -—2374 5224 2096 10597 —8 501 11775 —
Nov. 29 475 261 25 581 2925 —=2170 9250 2066 10590 —8524 11894 -
Dec. 33230 —531 25 506 3310 —2248 12751 2000 10604 —8604 13129 —
1990
Jan. 34050 —3243 25441 8099 —2377 15842 1950 10453 8503 22760 -
Feh. 33720 —1367 26068 7677 —2378 16 340 1919 10460 —8 541 23178 -
March 25994 696 26 465 4002 —2397 6624 1857 10415 —8558 14782 1050
April 24818 855 26069 3770 —2374 5748 1809 10480 —8671 13762 690
May 23498 —1008 22855 3627 —2357 5619 1761 10388 —8627 13501 630
June 22911 —480 22750 3207 —2310 5198 1706 10226 —8520 13655 40
July 20057 —485 22679 3752 —2416 3061 1662 10165 —8503 13592 40
Avg. 19123 —787 21999 3196 —2394 1927 1632 10259 —8627 13314 40

S3
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2. THE BANK OF FINLAND’S MONEY MARKET OPERATIONS AND
THE FORWARD MARKET
2.1 THE BANK OF FINLAND'S MONEY MARKET OPERATIONS AND
THE CALL MONEY MARKET, miLL. Fim

During Purchases of . Sales of Matured Impact on Call money Call money Total
period money market money money market liquidity aedits deposits net change

instruments market instruments, (1-2-3) (4+5-6)

instruments net
1 2 3 4 5 6 7

1985 . . . . 201 —1011 1212
1986 . . . . 1599 —1074 2673
1987 1263 23 658 —17 520 —4 875 —6818 626 —12319
1988 13 840 19190 —16 850 11 500 463 —629 12 592
1989 131110 3855 99 245 28010 —425 441 27 144
1989
Avug. 14 560 — 13 160 1400 —10 102 1288
Sept. 14 260 — 9950 4310 73 —633 5016
Oct. 16720 — 13920 2 800 —72 214 2514
Nov. 18 220 350 13 560 4310 510 —170 4990
Dec. 10 850 530 6770 3 550 —475 317 2758
1990
Jan. 18 660 4710 13750 200 14 2726 —2512
Feb. 31775 14 350 18 020 —595 —46 —1922 1281
March 24 811 4739 27 905 —7 833 698 —1365 —5770
April 16 470 150 16762 —442 305 146 —283
May 15510 1610 16 250 —2350 —998 865 —4213
June 15310 250 13 570 1490 —8 —536 2018
July 7 290 — 11 600 —4310 7 12 —4315

Avg. 10230 20 10780 —570 4 306 —872



22 FORWARD
EXCHANGE MARKET, miL. fim

!ndj oﬁ Banks’ forward positions with
) Domesti Bank Total, net

— < companios — — bk et of Finland, net (3+4+5)

ok ot w1 v
| 2 3 4 5 [

1985 16 982 1733 15 249 708 —9005 6 951
1986 11 446 1319 10127 —2 461 —92 7 574
1987 21 671 1158 20513 —233 —1287 18 994
1988 16 488 1543 14 946 9086 —377 23654
1989 10 531 3563 6 967 8031 205 15204
1989
July 13125 1393 11731 9870 —395 21207
Aug. 12 652 1187 11 465 15126 —220 26 371
Sept. 11782 1669 10113 13 261 — 23374
Oct. 11323 2260 9063 10774 — 19 836
Nov. 11 487 2934 8 552 8784 — 17 336
Dec. 10 531 3563 6 967 8031 205 15204
1990
Jan, 9 339 3793 5545 11 854 125 17 524
Feb. 9073 3764 5309 8215 —1741 11783
March 10328 3418 6910 14739 —2323 19 326
April 11327 3403 7924 14 493 —5 546 16 871
May 12 591 3029 9 562 15073 —8 339 16 296
June 11858" 31407 8718" 15 692 —8229 161817
July 11 694 3 567 8126 16 094 —8013 16 207

2.3 BANKS' CENTRAL BANK POSITION, miL. rim

Average of Collmoney BankCDs Grossdebt Callmoney Holdingsof Cashreserve Grossclaim Net
dally crodiis held by to the Bank deposits CDs issved deposhs on the Bank position

the Bank of Finland by the Bank of Anland (3-7)

of Anland (14+2) of Finland (44+5+6)

1 2 3 4 5 [ 7 8

1985 5812 . 5812 4527 . 9578 14105 —8293
1986 7117 120 7237 1256 . 9189 10 445 —3208
1987 481 1581 2062 703 4705 10092 15501 —13439
1988 128 2190 2319 621 5044 15159 20 824 —18 505
1989 373 15146 15519 403 465 23035 23903 —8384
1989
Avg. 46 17 384 17 431 507 116 24132 24755 —7 325
Sept. 4] 19738 19779 446 47 24 669 25161 —5382
Oct. 62 24 529 24 591 483 11 25098 25592 —1001
Nov. 360 26 702 27 062 363 - 25384 25747 1315
Dec. 328 31 497 31824 462 — 25574 26 036 5788
1990
Jan. 308 34151 34 459 1200 860 25 504 27 564 6895
Feb. 367 43 675 44043 1017 12978 25 463 39 459 4584
March 131 36 855 36 987 1885 7 299 26 094 35278 1709
April 222 26 291 26 513 406 908 26 452 27 766 —1254
May 175 26112 26 287 700 654 25965 27 319 —1032
June 79 22 624 22 703 534 290 22 848 23 671 —969
uly 3 21 435 21 438 542 40 22748 23 330 —1892

Aug. 35 19 648 19 683 615 40 22 657 23312 —3629



3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED
BY THE BANK OF FINLAND, per cent

Average of Inter-hank HELIBOR Bank of Anland Cash reserve
daily oh-  overnight rates requirement
servations rafe
1 3 6 12 Call Call Base Ordinary Additional
meonth months months months money money rate (average)
credit deposh
rate rale
1 2 3 4 5 6 7 8 9 10
1985 . .. .. .. . 13.37 13.37 9.04 5.6
1986 11.87 .. .. .. . 13.43 11.34 7.46 4.8
1987 9.16 9.90 10.02 10.14 10.40 171 7.78 7.00 4.8
1988 8.47 977 9.97 10.16 10.50 11.50 7.04 7.63 6.5 .
1989 10.21 12.32 12.53 12.61 12.72 13.40 4.00 7.67 8.0 0.5
1989
Avg. 8.86 11.87 12.06 12.22 12.35 15.00 4.00 7.50 8.0 07
Sept. 8.56 12.69 13.09 13.30 13.40 15.00 4.00 7.50 8.0 0.8
Oct. 10.31 14.06 14.19 14.22 14.19 15.00 4,00 7.50 8.0 1.0
Nov. 12.78 14.78 14.77 14.66 14.51 15.00 4.00 8.50 8.0 1.1
Dec. 15.03 16.23 16.08 15.56 15.17 15.00 4.00 8.50 8.0 1.1
1990
Jan. S 16.01 16.05 1573 15.45 15.00 4.00 8.50 8.0 1.1
Feb. S 16.01 16.01 15.73 15.39 15.00 4.00 8.50 8.0
March 8.97 15.08 15.38 15.40 15.37 15.00 4.00 8.50 8.0
April 8.86 13.16 13.94 14.33 14.70 15.00 4.00 8.50 8.0
May 9.47 12.25 12.77 13.17 13.74 15.00 4.00 8.50 8.0
June 8.22 12.07 12.52 13.17 13.79 15.00 4.00 8.50 8.0
July 8.23 11.69 12.45 13.01 13.63 15.00 4,00 8.50 8.0
Avg. 8.76 12.03 12.51 12.94 13.52 15.00 4.00 8.50 8.0
3.2 WEIGHTED EURORATE 3.3 COVERED EURO-
(3 AND 12 CURRENCIES), per cent DOLLAR RATE, per cenr
Avera: 3 currencies’ 12 currendies® Avera
of dai of da
ohser- 1 3 6 12 1 3 6 12 obser~ 1 3 6 12
vations month months months months month months months months vations month months months months
1 2 3 4 5 [ 7 8 1 2 3 L]
1985 6.8 6.9 70 7.2 . . .. .. 1985 129 128 128 126
1986 5.9 59 59 58 . .. .. .. 1986 12.1 1.7 11.5 111

1987 54 5.6 57 5.8 7.9 8.0 8.1 8.2 1987 9.8 9.9 9.9 10.
1988 59 6.0 6.2 6.4 7.8 8.0 8.1 8.3 1988 9.6 98 100 103
1989 8.3 8.4 8.5 8.5 9.7 9.8 9.9 9.9 1989 118 121 121 122

1989 1989

Avug. 8.3 8.3 8.2 8.2 9.7 9.8 9.7 9.7 Avg. 111 115 117 118
Sept. 8.5 8.6 8.6 8.6 9.9 10.0 10.0 9.9 Sept. 119 125 128 129
Oct. 8.9 9.0 8.9 8.8 10.4 10.5 10.4 10.4 Oct. 136 138 138 137
Nov. 8.8 9.0 9.0 8.9 10.5 10.7 10.7 10.7 Nov. 142 143 143 141
Dec. 9.0 9.0 9.0 8.9 10.8 10.9 10.9 10.9 Dec. 1577 156" 1527 149"
1990 1990

Jan. 8.8 9.0 9.2 9.2 10.8 11.0 1.2 11.3 Jan. 149 154 151 150
Feb. 8.9 9.1 9.3 9.6 1.1 113 "5 1.7 Feb. 150 150 149 147

March 8.9 9.1 9.4 9.7 1.2 1.4 11.6 11.8 March 14:3 147 148 147
April 8.8 9.1 9.3 9.7 10.9 i 11.3 11.6 April 127 136 139 144

May 8.8 9.0 9.2 9.5 10.6 10.7 10.9 11.2 May 1277 128" 1327 138'
June 8.8 8.9 9.1 9.4 10.5 10.6 10.8 11.0 Jume 119 125 131 137
July 8.9 8.9 . 9.1 9.2 10.4 10.6 10.7 10.9 July 1.6 125 130 136
Avg. 8.9 9.0 9.2 93 10.5 10.8 10.9 1.1 Avg. 119 125 129 134

'DEM 60 per cent, USD 30 per cent, GBP 10 per cent.

*Weighted according to their relative shares in the Bank of Finland currency index.
S6  Since March 1989, the index has consisted of 14 currencies.



34 RATES OF INTEREST APPLIED BY BANKS, per cent
.E'ul Lending Deposits
- New credits' Average Savings 12- 24- 9 A
be lending Of which: accounts month th rateof
riod Mn.l ::!' of Loans New rate Com-~ ' G:Ii r s m:‘n. ::‘El; Inler.sl imm
and post- change total e ey cepos deposits te Sonoeits
al 9'“"" banks :::ﬁ“m Ime':l"‘l "J'.'.'.P" doposl
1 2 3 4 5 6 7 8 9 10 11 12
1985 1204 1294 1062 1155 1037 1037 475 7.50 8.75 591 13.24 6.81
1986 1089 1230 976 1064 8.82 8.81 275 575 7.00 443 1184 5.35
1987 1050 1231 10.01 10.62 9.12 8.99 275 575 7.00 4.5 1013 5.29
1988 1022 1227 1050 1072 1037 10.25 3.75 6.75 8.00 5.87 9.80 6.20
1989 1297 1347 11.58 1207 1186 11.80 4.50 7.50 6.60 11.92 7.37
1989
July 1260 1325 11,59 1203 1034 10.18 3.50 5.50 546 1153 7.04
Aug. 1267 1336 11.33 1179 1037 10.20 3.50 5.50 548 11.60 7.07
Sept. 1228 1354 1184 1221 10.46 1031 3.50 5.50 553 1192 7.29
Oct. 1408 1412 1209 1272 1072 1059 3.50 5.50 557 1256 7.56
Nov. 1499 1477 1290 1358 11.60 11.44 4.50 6.50 640 13.27 8.35
Dec. 16,36 1537 1328 1402 1186 11.80 4.50 7.50 660 1418 8.77
1990* :
Jan, 13.55 1571 13.02 1373 1199 1191 4.50 7.50 645 1440 8.66
Feb. S S S S 1200 11.89 4.50 7.50 636 1435 8.50
March 1471 15.64 1299 1384 1194 1176 4.50 7.50 6.52 14.52 8.53
April 11.92 1556 1329 1361 11.77  11.53 4.50 7.50 649  14.05 8.66
May 1286 1540 13.17  13.61 11.71 11.44 4.50 7.50 640 13.60 8.50
June 1325 1536 1319 1373 1166 1141 4.50 7.50 634 1301 8.26
July 1273 1543 1335 1384 1160 1130 4.50 7.50 6.39 1294 8.22
! Average rate of interest for period.
3.5 YIELDS ON BONDS AND DEBENTURES, per cent
Period Secondary market yields ot
R itated by fei o lssued by: e “B"ﬁl'l'"
c
the Bank of FAnland ’mlnoni !:u.s“ .: -
bond Fnancial Cozo-
3 5 instity= rations
years yours tions
1 2 3 4 5 [ 7 8
1985 127 10.1 12.7
1986 1.7 .. .. 8.3 11.3
1987 .. .. . 11.2 11.1 11.2 8.1 107
1988 10.7 10.8 10.6 10.6 10.6 10.6 7.8 10.4
1989 12.2 12.0 12.1 11.9 12.0 12.0 8.1 11.7
1989
July 1.8 1n7 12.1 11.8 12.0 11.6 8.2 11.6
Avg. 11.9 11.7 1.9 1.9 1.8 12.0 8.5 11.5
Sept. 12.5 12.0 12.2 12.1 12.0 12.2 8.4 11.9
Oct. 13.3 12.8 12.4 12.4 12.6 12.3 8.4 11.9
Nov. 13.3 129 12.6 12.4 12.2 12.6 8.7 12.2
Dec. 13.5 13.0 12.9 12.4 12.1 12.6 8.9 12.5
1990
Jan, 13.5 13.0 12.7 12.7 12.9 12.4 87 11.3
Feb. 13.5 13.0 S S S S S 12.9
March 13.8 13.4 13.2 13.2 13.3 13.1 8.6 13.0
April 13.8 13.5 13.4 13.3 13.5 13.1 8.7 127
May 13.8 13.7 13.1 13.5 13.6 13.5 8.8 13.3
June 13.8 13.7 13.1 13.3 13.3 13.6 8.7 13.1
July 13.8 13.7 13.4 13.3 13.5 13.1 9.0 13.2
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4. RATES OF EXCHANGE
4.1 AVERAGE SPOT SELLING RATES, am

Average New York Monireal London Dublin Stoddicim Oslo Copen- Fronkfurt Amster- Brussels Zurich

of daily hagen a.M. dam

quo-

tations 1USD 1CAD 1GBP 1 EP 1 SEK 1 NOK 1 DKK 1 DEM 1 NLG 1 BEF 1 CHF
1 2 3 4 5 6 7 8 9 10 11

1985 6.206 4.554 8.000 6590 07222 07231 0.5871 21142 18745 0.10483 2.5360
1986 5.077 3.659 7.459 6816 07138 06882 0.6290 23454 20789 0.11399 2.8349
1987 4.404 3.325 7.213 6.556  0.6952 0.6547 0.6444 24514 21755 0.11806 2.9563
1988 4.191 3.412 7.466 6397 06848 0.6444 06235 23895 21233 0.11421 2.8700
1989 4.295 3.632 7.051 6.104 06673 0.6234 0.5886 22879 2.0281 0.10925 2.6306

1989
Avg. 4.348 3.703 6.950 6.036 0.6657 0.6186 0.5814 22582 2.0029 0.10802 2.6201
Sept. 4419 3.744 6.952 6.050 0.6698 0.6215 0.5830 2.2650 20088 0.10827 2.6202
Oct. 4.281 3.649 6.809 6.115 0.6648 0.6177 0.5892 2.2951 2.0326 0.10933 2.6260
Nov. 4,262 3.649 6.715 6.180 0.6644 0.6190 0.6001 23302 20648 0.11108 26348
Dec. 4,125 3.556 6.597 6.262 0.6569 06167 06107 23725 21016 0.11294 26339
1990
Jan. 4010 3.431 6.632 6.270 0.6508 0.6139 06117 23708 21018 0.11317 2.6457
Feb. 3.960 3315 6.724 6.277 0.6482 0.6129 0.6128 23635 20966 0.11322 2.6625
March 4,030 3.416 6.561 6.308 0.6548 0.6125 06177 23648 2.1001 0.11399 2.6677
April 4.000 3.439 6.557 6.362 0.6546 0.6117 06217 23704 2.1060 0.11472 2.6899
May 3.931 3.351 6.612 6.351 0.6503 0.6111 0.6213 23666 2.1041 011469 27738
June 3.966 3.385 6.780 6.318 06516 04133 06186 23540 20913 0.11461 27822
July 3.848 3.328 6.959 6.300 0.6473 0.6112 06166 23463 20824 0.11404 27628
Avg. 3710 3.245 7.061 6.346 0.6431 0.6106 06182 23628 2.0973 0.11495 2.8338
Average Paris Rome Vienna Lishon Reykjavik Madrid Tokyo Moscow Mel- ECU SDR
of dally bourne
m 1 FRF 1m 1ATS 1PIE 118K 1ESP 1 IPY 1SUR 1 AUD 1 XEU 1 XDR
12 13 14 15 16 17 18 19 20 21 22
1985 0.6940 0.00327 03012 0.0367 0.1520 0.0366 0.02610 7.419 .. .. 6.27879
1986 0.7355 0.00343 03339 0.0343 0.1259 0.0364 0.03028 7.228 .. .. 5.94432

1987 0.7345 0.00341 03488 0.0315 0.1163 0.0358 0.03050 ¢6.965 3.106 5075 5.68010
1988 0.7060 0.00324 03401 0.0294 0.1006 0.0361 003273 6.891 3.309 4954 561826
1989 0.6757 0.00315 03254 00276 00782 0.0364 003122 6.817 3.423 4731 549375

Avg. 0.6700 0.00316 03211 00273 00751 00362 003079 6.821 3.336 4678 547435
Sept. 0.6723 0.00316 03220 0.0273 0.0740 0.0363 0.03047 6.870 3.435 4694 549998

Oct. 0.6776 0.00314 03263 00272 00717 0.0362 0.03014 6.801 3.338 4710  5.43586
Nov. 0.6868 0.00319 03312 0.0273 00705 0.0367 002971 6.799 3.359 4765 543347
Dec. 0.6959 0.00321 03371 0.0273 00691 0.0369 0.02872 6716 3.263 4810 535882
1990

Jan. 0.6980 0.00319 03371 0.0272 0.0684 0.0367 0.02768 6.640 3.159 4812 527623
Feb. 0.6975 0.00320 0.3359 0.0271 0.0684 0.0367 002723 6.591 3.029 4829 524250

March 07021 0.00322 03362 00270 0.0682 00370 0.02634 6.610 3.067 4827 523570
April 07072 0.00324 03372 00270 0.0680 0.0375 0.02528 6.582 3.075 4847 519392

May 0.7044 0.00323 0.3366 0.0270 0.0679 0.0380 0.02562 6.575 3.017 4849 517416
June 0.7011 0.00322 0.3348 0.0271 0.0683 0.0382 0.02582 6.620 3.105 4.850 520247
July 0.7009 0.00322 03338 0.0270 0.0680 0.0384 0.02581 6.549 3.068 4.856 516136

S8  Awg. 0.7057 0.00322 03361 0.0270 0.0677 0.0384 0.02519 6.480 3.020 4.899  5.09787



42 CURRENCY INDICES, 1982=100

:l s Bank of Finland ' © ” Finland d"“-n':.d
ni curren X
ﬂ-- corrency index  Fevmams prorney Ax fromm buly 6,
hons index 1990
1 2 3 a
1985 102.5 109.4 1125 usp 8.8
1986 103.9 106.3 110.4 GBP 13.1
1987 103.3 103.2 106.1 SEK 19.0
1988 102.0 101.1 1047 NOK 38
1989 98.4 98.4 102.8 DKK 4.4
DEM 19.0
1989 NLG 48
Aug. 977 98.0 102.6 BEF 3.1
Sept. 98.0 98.6 103.1 CHF 2.4
Oct. 977 97.9 102.0 FRF 6.7
Nov. 98.1 98.2 1021 m 5.1
Dec. 979 97.6 100.9 ATS 16
ESP 20
PY 6.2
1990
Jan. 97.2 96.7 99.2
Feb. 97.1 96.4 98.4
March 97.0 96.7 98.7
Aprll 97.0 9.6 98.0
May 96.9 96.2 975
June 97.2 96.6 97.9
July 97.1 95.9 96.9

Aug. 970 95.4 957



5. OTHER DOMESTIC FINANCING
5.1 BANK DEPOSITS BY THE PUBLIC, mit. rm

End of Domand Time Investment Markka Foreign Unregulated Total
period deposits deposlis deposits, currency depasits deposits
total deposhs (4+546)
(1+2+3)
1 2 3 4 5 6 7
1985 19 268 125 366 1781 146 415 6184 13998 166 597
1986 18 393 137 521 3423 159 337 4259 17 271 180 866
1987 20377 155115 5243 180 735 3915 17 892 202 542
1988* 24 831 194 181 5089 224102 4561 41028 269 690
1989* 28 503 201 392 10176 240 071 7133 75522 322725
1989*
May 26 969 194 708 7672 229 349 5627 51275 286 250
June 29176 196 927 8080 234182 6 499 57 898 298 580
July 29 608 195 487 8371 233 465 6745 58715 298 925
Avg. 28191 195 844 8612 232 647 6633 62039 301 319
Sept. 27 588 196 169 9219 232975 6235 67 515 306724
Oct. 28 296 195743 9 667 233706 6 591 71727 312023
Nov. 27 687 195226 9913 232825 6 504 80414 319743
Dec. 28 503 201 392 10176 240071 7133 75522 322725
1990*
Jan. 32618 199773 10 692 243 084 10 487 82920 336 492
Feb. 33833 201 002 10 645 245 480 10 439 S S
March 29 236 205 151 10 687 245073 9300 73 595 327 968
April 29 354 205732 11 005 246 091 7 571 72984 326 646
May 29 857 205719 11293 246 869 8694 73082 328 645

52 BANKLENDING TO THE PUBLIC, miL fim

End of Cheque Bills of Loans Markka Foreign Total
period account exchange lending, currency lending

and postal total credits (4+5)

giro credits (14243)

1 2 3 L} 5 6

1985 6313 7 471 132 668 146 451 24 236 170 687
1986 7 542 6354 152335 166 231 24 450 190 681
1987 8 507 5177 178 698 192 382 36 475 228 857
1988* 11358 5920 234 268 251 545 49910 301 455
1989* 15270 5651 261 847 282 768 71323 354 091
1989*
May 12926 5195 246 520 264 641 59 553 324194
June 13422 5347 248 921 267 691 60 671 328 362
July 14052 5305 250 961 270 318 59 621 329 939
Aug. 13931 5358 253 401 272 691 60 892 333 582
Sept. 14 691 5436 256014 276 141 62 836 338 978
Oct. 15190 5471 256 958 277 619 65326 342 945
Nov. 15 584 5465 257 252 278 300 67 947 346 246
Dec. 15270 5651 261 847 282768 71323 354 091
1990*
Jan. 17 098 5545 257 211 279 853 79 984 359 837
Feb. 17 489 5528 257 444 280 460 78 896 359 357
March 16766 5629 256 786 279 181 82 101 361282
April 17 095 5666 255254 278014 85 607 363 621

S10 May 17 429 5809 252 263 275 501 90326 365827



53 MONEY SUPPLY AND MONETARY AGGREGATES, mi im

End of Foreign Domestic credit Other
period -s,.::s' Claims on Claims on Total |I;'m, M. Qa -I-':’-I-S)
the central the public (243)
government

1 2 3 4 5 6 7
1985 —6 641 —8 694 209 231 200 537 —27 244 27 694 166 652
1986 —16784 —13884 237 514 223 630 —27 522 27 838 179 324
1987 —25 484 —14977 277 068 262 090 —36 145 30 342 200 461
1988 —40 670 —15356 352371 337015 —50 306 35232 246 039
1989* —59 049 —18 868 407 433 388 565 —58 985 41 444 270 531
1989*
May —A47 950 —10575 377748 367173 —65 853 38 966 253 370
June —50 499 —11982 384 021 372039 —58 889 42 526 262 651
July —49924 —13 556 385135 371579 —59 946 41 333 261708
Avug. —51975 —14 549 390 251 375703 —62613 40017 261115
Sept. —53 458 —15381 396 292 380911 —66 143 39625 261310
Oct. —55 551 —15 567 399 696 384128 —66 557 40176 262020
Nov. —57 974 —18766 403920 385154 —65 808 39730 261 372
Dec. —59 049 —18 868 407 433 388 565 —58 985 4] 444 270 531
1990*
Jan. —55383 16776 420 643 403 866 —64 208 54151 284275
Feb. —55962 —18 534 421 808 403 274 —60 253 56 924 287 060
March —62202 —19 004 424 958 405 954 —65 532 44 397 278 220
April —66 857 —16 136 426742 410 606 —67 451 43 428 276 298
May —66737 —15311 431 336 416026 —70 695 44 844 278 594
54 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, miL. im
End of Foreign debt Domestic debt Total Out= Cash
period 1 stand- funds

Bonds Other Long- Total Public Other Tolal  govern-
bonds ferm (142+3) bonds long- nofes (5+6+7) ment g
and promis- form and debt
- sory liabid- bills (a+8)
fures nofes Ities
1 2 3 4 5 6 7 8 9 10 11

1985 17 316 2703 5658 25677 14994 4107 2203 21304 46981 36032 6383
1986 17 905 3038 6038 26 981 18 059 4 481 2474 25013 51994 38028 11686
1987 20 407 2697 5576 28680 22121 4692 3018 29831 58511 40035 11553
1988 20 202 1804 4273 26279 24243 5272 2290 31805 58084 42990 15858
1989 18 505 852 3429 22786 24126 5750 250 30126 52912 4535 21248
1989
July 18 587 1229 3370 23186 24526 4812 660 29998 53184 44848 16701
Avg. 18 809 1166 3390 23365 24352 4798 420 29570 52935 44786 17 363
Sept. 18 764 1160 3377 23301 24404 4799 280 29483 52784 A5032 17846
Oct. 18 591 1138 3385 23114 23998 4801 250 29049 52163 45371 17788
Nov. 18 601 853 3319 22773 23988 4798 250 29036 51809 45471 21445
Dec. 18 505 852 3429 22786 24126 5750 250 30126 52912 45356 21248
1990
Jan. 18353 851 3350 2255 23172 5747 100 29019 51573 45808 19182
Feb. 18 322 729 3303 22354 23122 5728 — 28850 51204 46061 20715
March 18310 663 3155 22128 22403 5723 — 28126 50254 46432 22657
April 17 508 666 3143 21317 22136 5360 - 27 496 48813 46854 18457
May 17 501 503 3122 21126 21734 5185 — 26919 48045 47207 17268
June 17 537 502 3061 21100 21827 5182 — 27009 48109 .. 16764
July 18 482 499 3185 22166 22061 5182 — 27 243 49 409 19082
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55 MARKKA BOND MARKET
A) ISSUES, miit. rim

During By secior By type of loan Total
period (14243+4+5)
Corpo- Financial Central Local Others Public issves Private :“)
rations  instituti ment (6%
ons government govem 1o placings
1 2 3 4 5 6 7 8 9
1985 4799 9112 5994 435 33 8070 6 394 5909 20373
1986 4976 10 638 6 532 422 105 5987 7 487 9199 22 674
1987 4477 9510 8119 206 69 9 409 8830 4142 22 380
1988 3027 8418 6 889 268 61 7 861 6 522 4280 18 663
1989 4204 11022 5717 233 13 11146 2997 7 046 21189
1989
July 58 100 — 8 3 100 - 69 169
Avg. 247 103 450 35 — 507 200 128 835
Sept. 789 663 800 7 3 1210 273 779 2262
Oct. 72 1040 160 8 7 974 — 313 1287
Nov, 150 875 — 23 — 761 — 288 1048
Dec. 258 850 — 9 — 665 — 452 1117
1990*
Jan. 399 818 - - - 110 — 1107 1217
Feh. 437 2888 — - — 1976 357 992 3325
March 602 2242 — — - 980 - 1864 2844
April 162 730 — — — 620 — 272 892
May 350 631 1400 340 8 2198 - 531 2729
June 273 1436 — — 500 1140 - 1 069 2209
July 200 550 — — 150 570 — 330 900
B) STOCK, miL fim
End of Total
period By sector By type of loan a 5
Corpo- Financial Central Local Others Public issves Private =
i Institutio * i1
rafions ns government governmen Texable o placings (6+7+8)
1 2 3 L} 5 6 7 8 9
1985 10 482 26 173 18 575 661 56 10967 19 002 25977 55947
1986 14075 31902 22091 1042 177 16 432 23 314 29 541 69 287
1987 17 509 36773 26 518 1200 232 24 831 28 229 29172 82232
1988* 19195 42 892 28953 1413 292 32028 30 054 30 663 92745
1989* 21 463 50216 29 381 1555 290 41162 27 742 34 001 102 906
1989*
H 20 841 48 406 28 843 1519 283 38183 28 877 32831 99 892
m 21 537 48 392 28714 1539 288 39154 28 279 33036 100 470
v 21 463 50216 29 381 1555 290 41162 27 742 34 001 102 906
1990*
1 21 865 55 500 27 631 1531 296 43 578 25730 37 515 106 823
n 21 283 54 539 27 461 1803 954 44 521 23 698 37 820 106 039



56 HELSINKI STOCK EXCHANGE

perlodh'h' Turnover, mill.FIM Unitas :.hd:':'ﬂ%e;n 100
Shares and Bonds and Total Banks Industry Overdll
subscripfion debentures (1+2) index

rights
1 2 3 L} H 6

1985 3114 9046 12160 184 234 229

1986 9488 6479 15968 254 357 350

1987 26 641 4604 31 245 319 603 546

1988 31734 5718 37 452 404 734 677

1989 33160 7375 40 536 441 793 742

1989

July 1344 303 1647 473 823 776

Avug. 3198 1171 4370 466 829 776

Sept. 2 265 400 2 665 429 786 732

Oct. 1304 689 1993 397 727 677

Nov. 1081 876 1957 369 674 627

Dec. 2929 1471 4400 354 669 619

1990

Jan. 4 475 709 5184 332 701 633

Feb. 1324 15 1339 319 745 661

March 1520 599 2120 320 715 638

April 850 250 1100 314 660 594

May 1199 632 1831 308 632 572

June 804 341 1145 306 628 567

July 468 216 684 291 598 538

' Average of daily observations.
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS

6.1 CURRENT ACCOUNT, miLL rim
During Exports Trans- Travel Other Services Exports b Tr - Imporis Trans- Travel Other
period of port receipis services receipis, of goods ment  fors and account of port ex- ox- sorvices
good: ip i fotal and income other receipis pendl- pendi- ox-
f.o.b. (243+4) services income (64+7+48) c.i.f. ture ture pendi-
(1+5) ture
1 2 3 4 5 6 7 8 9 10 1 12 13
1985 82475 6216 3258 6224 15698 98173 5847 3791 107811 80764 2545 5031 6554
1986 81066 5757 3195 5616 14568 95634 4510 3609 103752 76736 2160 5587 5415
1987 83826 6370 3736 6099 16204 100030 5075 3231 108336 81847 2610 6811 6488
1988 91313 7026 4280 6132 17438 108750 7836 4415 121002 91232 3338 7907 739
1989* 98265 7700 4484 6611 18796 117061 10446 3714 131221 104385 3685 8958 8509
1988
] 20516 1623 776 1583 3982 24498 1863 1083 27443 19684 671 1829 2011
n 22569 1752 1041 1379 4172 26740 1890 1119 29750 23184 780 1916 1730
m 21 621 1880 1486 1264 4631 26251 1978 1133 29363 23767 943 2210 1789
v 26608 1771 977 1905 4653 31261 2105 1080 34446 24597 944 1951 1860
1989*
1 24944 1851 869 1335 4055 28998 2505 867 32370 24290 824 1977 2109
n 23370 1946 1076 1568 4590 27960 2488 946 31394 24759 951 2148 2173
m 22534 2004 1420 1673 5098 27632 2567 942 31141 25634 957 2409 2008
v 27418 1899 1120 2034 5053 32471 2886 958 36315 20702 954 2424 2218
1990*
1 24418 2053 890 1417 4360 28778 3057 989 32823 24697 967 2457 2267
n 26482 2142 1083 1615 4840 31323 3362 1069 35754 27544 1057 2700 2329
During Services Imporis | Tr ¢ Trade Trans- Travel Other Services Goods T (<
period expendi- of ment fers and account account (3-12) services account and ment fers and account
fure, goods eox- other expen- (1-10) (2-11) (4-13) (20421 services income, others, (24+25
total and pondi- ex- diture +22) account net net +26)=
(11412 sorvices ture  pendi- (15+16 (19423)(7-16) (8-17) (9-18)
+13)  (104+14) tore  +17)
14 15 16 17 18 19 20 2 22 23 24 25 26 27
1985 14130 9489312134 5300 112327 1711 3671 —1773 —330 1568 3279 —6287—1509 —4 517
1986 13162 89898 11719 5964 107580 4329 3597 —2392 201 1406 5735 —7209—2355 —-3828
1987 15909 9777512617 5860 116251 1960 3760 —3075 —390 296 2255 —7 5422629 —7915
1988 18634 109866 15769 6975 132610 80 3689 —3627 —1258—1196 —1116 —7933—2560—11 608
1989* 21152 125537 20500 7184 153221 —6120 4015 —4473 —1 898 —2 356 —8 476 —10054—3 470—22 000
1988
1 4510 24194 3882 1974 30050 832 952 —1053 —428 —529 303 —2019 —891 —2606
n 4426 27610 3863 1556 33029 —616 972 —875 —351 —254 —870 —1972 —437 —3279
m 4942 28709 3511 1558 33778—2146 937 —723 —525 —311 —2457 —1533 —424 —4 415
v 4756 29353 4514 1888 35754 2010 827 —975 45 —102 1908 —2409 —808 —1 308
1989*
1 4909 29199 4080 1956 35236 654 1028 —1108 —774 —855 —201 —1575-1089 —2865
n 5272 30031 5514 1815 37360—1390 995 —1072 —605 —682 —2071 —3026 —869 —5966
m 5374 31008 5113 1656 37777—3100 1047 —989 —335 —276 —3376 —2546 —714 —6636
v 5596 35298 5793 1756 42847 —2284 945 —1305 —184 —543 —2828 —2907 —798 —6 532
1990*
I 5691 30388 5897 2001 38287 —279 1086 —1567 —851 —1331 —1611 —2840—1013 —5463
n 6087 33631 6852 2217 42700—1062 1085 —1617 —714 —1246 —2308 —3490—1148 —6 946



]
6.2 CAPITAL ACCOUNT, miL am

During Direct Pori- Long-term credits Imports Imports Di Port- - Exporis Exporis Long-
p:rr;a invest- folio mpo "1:.,- mlvr::: folio m ofrl,llor ofnl o
ment in invest- Central Aulllor- Others 'I‘ohl lon - Ienn ment invesl export Iong- |.I‘lll alpild
Finland ment in govern- capital abroa credits
Anland ment b-&s +5) «lpllcl ('I'I-12;I- cbroml ulpllﬂl $9+|o+ (8-I3)
1 2 3 4 5 6 7 8 9 10 1 12 13 14
1985 392 4264 1556 1489 442 3487 140 8283 2073 1329 —1313 1026 3115 5168
1986 1627 646 —63 5935 —482 5390 87 7750 3641 2347 =381 702 6309 144]
1987 424 179 2284 5700 2526 10510 91 11204 3741 2434 158 3103 9436 1768
1988 1164 245 —1682 9781 9073 17172 85 18666 7935 1347 1369 1898 12550 6117
1989 1353 548 —1 854 14659 10854 23659 79 25639 11900 187 2934 778 15799 9840
1988
1 63 347 —857 361 3231 2735 89 3234 1113 900 8 572 2593 642
n 313 =313 1179 235 1592 5127 —42 5085 2972 139 218 432 3761 1324
m 107 21 —1571 3011 887 2327 —19 2436 1677 170 67 379 2293 143
v 681 190 —433 4053 3363 6983 57 7911 2173 138 1076 515 3902 4009
1989*
1 —165 695 —141 5951 2199 8009 42 8581 3173 —-372 1395 1057 5253 3328
n 176  —241 —1197 1491 2951 3245 —-22 3158 1785 430 543 160 2918 240
m 484 87 —93 2452 1938 4297 —16 4852 3237 333 225 158 3953 899
v 858 7 —423 4765 3766 8108 75 9048 3705 —204 771 =597 3675 5373
1990*
1 523 470 —341 7635 11659 18953 126 20072 2214 293 98 354 2959 17113
n 488 440 —1051 2560 2428 3937 —34 4831 283 —380 —1 —140 2315 2516
Duri Basic I sllorl- ris Other Shorl- Overall Ch
perla balance Ierln Im" mm M 5?. dlorl-' ferm balance in onge Of which:
capital ities s ulpilﬂl cblel shori- ferm  capital exd. !
l:;lpoﬂl and 2- ™ :fxporls and ferm - capital -#"M reserve ml;’s Tied
- propay- au=- - . - n Convert-
:r.i'zed ments thorized menis ments “ l..:'ron 1+22) :we— ex- 9 ible reserves
banks related banks (15+23) :Iumge reserves
fo ex- fo omissions
porls imports (261-27)
15 16 17 18 19 20 21 22 23 24 25 26 27
1985 651 6890 350 7 240 323 1732 2055—2092 3093 3744 —3744 —3729 —15
1986 —2387 6019—3796 2222 9933 —92 9841 2075 —5544 —7 930 7930 11678—3748
1987 —6147 19324 —665 18659 —7343 —183 —7526—-4302 21883 15736 —15736—17817 2081
1988 —5492 10950 —399 10551 5970 644 6614 1737 5674 183 —183 =517 334
1989* —12160 5185 1437 6622 2641 1167 3807 3384 6199 —5961 5961 4455 1506
1988
1 —1965 6244—1 632 4612 2966 —692 2274 1968 4305 2341 —2341 —1295—1046
H —1955 13610 484 14094 4363 —692 3671 —3750 6673 4718 —4718 —4662 —57
m —4272 —142 1411 1269 3405 1014 4419 334 —2816 —7088 7088 6337 751
v 2700 —8761 —663 —9424 —4764 1014 —3750 3185 —2488 212 —212 —897 685
1989*
I 463 6707 —263 6444 4685 705 5390 303 1357 1820 —1820 —1372 —449
n —5727 9788—2086 7703 4648 704 5352 2202 4552 —1174 1174 152 1022
m —5737 4629 1086 5715 4747 —121 4626 1661 27502987 2987 1802 1185
v —1159—15939 2700 —13239—11439 —121 —11560 —782 —2 461 —3620 3620 3873 —253
1990*
] 11649 18928 679 19607 11408 —30 11378—9031 -803 10847 —10847—11254 408
n —4430 9148 371 9519 6379 —-30 6349 2034 5204 774 —774 —873 100 S15
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63 FINLAND'S FOREIGN LIABILITIES AND ASSETS, mu. fiv

End of Long-term Liabikties Long-term asseis |L:ng-
m
Direct Porl- Long-=term crodits Other Total Direct Port- Long- Other Total debt,
invest= follo long- g‘l-l-z-l- invest- folio term long- ?ﬂﬂ- net
mﬂh‘n Invenl- Central Author- Others '{;:'ﬂ‘l ferm +7) menid Imr:"l- expo“r: ferm . 1+12) (8-13)
ment in - ized copltal abroad me credits  capital
Fnland ment  banks +5) abroad
1 2 3 4 5 6 7 8 9 10 11 12 13 14

1985 3274 6313 25678 6410 34276 66364 652 76603 10524 2350 6539 3053 22466 54137
1986 4892 7992 26292 11992 32044 70330 739 83953 13727 4697 5649 3685 27758 56195
1987 5285 6382 27861 17365 33088 78314 830 90810 16651 7131 5240 6607 35629 55181
1988 6438 6848 26011 27427 41787 95226 915 109427 24562 8478 6686 8543 48269 61158
1989* 7738 9208 23118 39716 51212 114046 994 131986 36063 8665 9469 9169 63366 68620

1988
1 5340 7406 26637 17594 35883 80114 919 93779 17730 8031 5248 7171 38180 55599
n 5664 6471 28390 20464 38232 87084 877 100096 21168 8170 5685 7701 42724 57372
m 5768 5557 26991 23697 39248 89935 858 102118 22852 8340 5787 8111 45090 57028
v 6438 6848 26011 27427 41787 95226 915 109427 24562 8478 6686 8543 48269 61158
1989*
I 6233 7833 25357 32799 43289 101448 957 116471 25355 8106 8025 9579 51065 65406
n 6421 7881 24178 34097 46669 104943 935 120180 28044 8536 8674 9784 55038 65142
m 6740 8258 23893 36200 48032 108124 919 124041 30773 8869 8830 9922 58394 65647
v 7738 9208 23118 39716 51212 114046 994 131986 36063 8665 9469 9169 63366 68620
1990*
1 8036 9678 21920 44275 61390 127586 1120 146420 37834 8958 9366 9488 65646 80774
n 8736 10118 20838 46780 63601 131218 1086 151158 40540 8578 9318 9347 67783 83375
End of Short-term Labilities Short-ferm assels Short- Debt, |Debt Debt
period term  net service Of service

Bank of Short= Trade Total Bank of Short= Trade Total liabil- (14+23) pay- which: ratio

FAnland’s term credits (15416 Fnland’s term caedits (19420 ifies, menis repay-

short- - and +17) short- assets and +21) net menis

ferm bilities other term of other (18-22)

liabil- of fia- assets outhor- assets

ities avthor- bilities ized

ized banks
bhoanks
15 16 17 18 19 20 21 22 23 24 25 26 27

1985 4070 51374 17474 72918 25183 36208 18450 79841 —6922 47215 11287 4808 105
1986 3455 56881 14483 74819 16613 46141 19279 82034 —7215 48980 13462 6018 130
1987 3362 73132 16898 93392 31134 38798 18060 87993 5400 60581 14203 6516 13.1
1988 3341 83828 15919 103088 32037 44768 20830 97635 5452 66610 11760 3750 97
1989* 3558 89013 19389 111959 25113 47409 21834 94355 17604 86224 11405 1255 87

1988

1 3467 79633 14053 97153 33515 41764 18861 94140 3013 58612 2416 378 88
n 3177 91364 14577 109118 39025 46127 17560 102711 6407 63779 2779 788 93
m 3539 90827 17297 111663 32750 49532 20090 102372 9291 66319 3812 2260 13.0
v 3341 83828 15919 103088 32037 44768 20830 97635 5452 66610 2752 324 80
1989*

1 3278 90535 16771 110584 33376 49453 21539 104368 6216 71622 2337 738 7.2
n 3136 100323 15521 118979 32142 54101 23415 109658 9322 74464 4563 1513 145
m 3919 104952 16731 125602 29839 58848 23541 112228 13374 79021 322 656 10.4
v 3558 89013 19389 111959 25113 47409 21834 94355 17604 86224 1279 —1652 3.5
1990

1 4036 107940 21236 133212 35895 58817 23356 118068 15144 95918 5388 2524 164
Slé m 4195 117088 20837 142119 36764 65196 24038 125998 16121 99496 7025 3511 19.6



6.4 FINLAND'S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, mi. fim

!"‘j"i Long-term Habilities Long-term assels I;':.'
. Corp Finandal € | Local Total Corp Finondal Other Total liabil-
soctor  institu- govern- govem- (142+¢  sector Instiu- govem- (6+7+8 Hies, net
tions ment ment 3+4) tions ment +9) (3-10)
1 2 3 [ ] 5 6 7 8 9 10 11
1985 35709 13980 26330 585 76603 17102 3131 1955 279 22466 54137
1986 36243 20169 27031 509 83953 19209 5721 2 309 520 27758 56195
1987 34 876 26734 28691 511 90810 22517 9740 2653 719 35629 55181
1988 40875 41127 26926 499 109427 31168 12977 3101 1024 48269 61158
1989* 50944 56355 24112 575 131986 42337 15140 3517 2372 63366 68620
1988
1 37 623 28095 27 556 506 93779 23808 10716 2 851 806 38180 55599
n 38 856 31463 29267 513 100096 27 482 11455 2887 901 42724 57372
[ 1] 38 060 356495 27 849 516 102118 29354 11830 2938 968 45090 57028
114 40875 41127 26926 499 109 427 31168 12977 3101 1024 48269 61158
1989*
1 41 662 47978 26314 515 116471 32212 14288 3299 1266 51065 65406
n 43121 51447 25113 501 120180 35327 14978 3331 1402 55038 65142
m 45516 53224 24812 491 124041 37332 15906 3374 1782 58394 65647
v 50944 56355 24112 575 131986 42337 15140 3517 2372 63366 68620
1990*
1 61122 61653 23040 604 146420 44095 15179 3699 2673 65646 80774
n 63 930 64726 21924 579 151158 46941 141392 3734 2969 67783 83375
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7. FOREIGN TRADE

7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT
THE TRADE BALANCE, wiut. fiv VALUE AND TERMS OF TRADE, 19a0=100
Period Volume Unit valve Terms of
During Exporis, Imports, Balance trade
period f.0.b. ci.f. (1-2) Exporis Imports Exports Imports
1 2 3 1 2 3 L} 5
1985 84 028 81 520 2 508 1985 115 104 138 135 102
1986 82 579 77 601 4978 1986 116 110 135 121 111
1987 85516 82 807 2709 1987 118 119 138 119 116
1988 92902 92118 784 1988 121 130 145 122 119
1989* 99794 105 288 —5494 1989+ 121 144 156 126 123
1989*'
1988
July 7485 7424 61 I 14 16 140 120 17
Avug. 7 885 9858 —1973
n 123 133 141 121 17
Sept. 7 553 8 596 —1043
m 113 134 147 123 119
Oct. 10 390 10873 —483 v 136 137 150 124 121
Nov. 9 431 9920 —489
Dec. 7978 9018 —1040 1989*
1990* 1 123 132 156 128 122
© Jan. 8 538 8300 238 n 116 136 155 126 123
Feb. 8037 8110 —73 m 112 141 155 126 124
March 8228 8 566 —338 v 134 163 157 126 125
April 9 050 9953 —903
May 9038 9 474 —436 1990*
June 8773 8 429 344 1 122 134 154 128 120
July 7162 7 699 —537 n 132 152 157 126 125

' Owing to certain technical ditficulties during the
summer months 1989 the figures for individual
months of the foreign trade statistics compiled by
the Board of Customs may contain inaccuracies.
However, the cumulative total for 1989 should not
be unduly aoffected.

7.3 FOREIGN TRADE BY MAIN GROUPS, miL Fim

:::;a Exporis by indusiries, f.0.b. Imports by use of goods, c.i.f.
iﬂud i::uw 'dlrnm:l Metal and oxr lcm I Crude oi:' FAuished goods Other
[ oo P st A ,.n w4 'm"’ goods m‘('::cl. I':I:I}I'c:::ls Investment Consumer
products arude oil) goods goods
1 2 3 4 5 6 7 8 9 10
1985 6728 25030 9803 24 412 18 055 38 676 17770 11675 12 967 432
1986 6947 24 600 7 858 26115 17 059 39 292 10070 12 898 15069 272
1987 7 470 27 058 7770 26 230 16 988 41174 9 406 14138 17 478 611
1988 7 567 30474 8 450 29 225 17 186 45790 7 533 17 274 20 828 693
1989* 7418 32 520 8843 32684 18 329 51726 8283 20 462 24 056 761
1989*2
July 551 2510 737 2471 1216 3527 925 1447 1517 8
Avg. 477 2978 668 2379 1383 5009 862 1748 2189 50
Sept. 597 2 598 648 2223 1487 3941 753 1778 2003 121
Oct. 719 2913 967 3 866 1925 5463 733 2055 2 546 76
Nov. 700 2859 844 3318 1710 4697 903 1996 2284 40
Dec. 618 2552 684 2 805 1319 4326 796 1867 1963 66
1990*
Jan. 617 2327 824 3426 1344 4028 498 1782 1963 29
Feb. 667 2447 829 2 597 1497 4053 428 1579 1984 66
March 623 2803 753 2616 1433 4199 483 1 666 2180 38
April 682 2816 804 3303 1445 4582 764 2006 2412 189
May 848 2835 808 3075 1472 4634 779 1779 2198 84
June 740 2 592 743 3309 1389 4112 812 1613 1845 47
July 495 2 426 628 2494 1119 3682 552 1473 1906 86

S18 25ee footnote 1 in Table 7.1.



74 FOREIGN TRADE BY REGIONS AND COUNTRIES

Region and Exports, f.o.b. Imports, ¢.i.f.
country
1989* * 1989* 1990*
January—June Janvary—June
MHL FIM Percentage MIll.FIM Percentage Mill.FIM Perconfage MIll.FIM Percentage
share change share ange from
the ::re- the m‘n
n
period on poriod of
the previous the previous
year yoar
1 2 3 ] 5 6 7 8
All OECD countries 75493 75.6 40415 9.2 82767 78.6 42 659 9.3
OECD Europe 64 393 64.5 34 896 9.6 67 056 63.7 34750 10.5
Of which:
Austria 1175 1.2 556 4.4 1295 1.2 680 18.0
Belgium and
Luxembourg 1947 20 1105 99 2932 2.8 1477 5.5
Denmark 3257 33 1883 15.2 3290 3.1 1742 19.0
France 5453 55 3421 27.1 4418 4.2 2 404 232
Federal Republic
of Germany 10785 10.8 6032 15.5 18 234 17.3 9329 8.5
Italy 2989 30 1724 12.0 4900 4.7 2 594 11.9
Netherlands 3961 40 2272 16.7 3416 3.2 1613 0.2
Norway 2920 29 1594 15.4 2457 2.3 1596 373
Spain 1831 1.8 1113 247 1129 1.1 612 10.8
Sweden 14314 14.3 7 630 10.2 14314 13.6 7109 47
Switzerland 1680 1.7 899 10.6 1829 17 875 1.2
United Kingdom 11958 12.0 5515 —11.8 6 898 6.6 3505 7.2
Other OECD 11100 11.1 5519 6.2 15711 14.9 .7 909 4.5
Of which:
Canada 1359 1.4 674 —0.5 219 09 411 —1.4
Japan 2033 2.0 740 —26.2 7 695 7.3 3718 —20
United States 6388 6.4 3519 234 6 669 6.3 3617 147
CMEA countries 16 248 16.3 6831 —18.1 14907 14.2 6398 —43
Of which:
Soviet Union 14 496 14.5 5957 —20.2 12152 11.5 5036 —6.2
Developing couniries 7 224 7.2 3929 19.4 6612 6.3 3220 0.6
OPEC countiries 1558 1.6 846 24.1 680 0.6 356 59.8
Other 5 666 57 3083 18.2 5932 5.6 2 864 —3.9
Other countries 829 0.8 489 16.7 1002 1.0 555 —18.2
TOTAL 99 794 100.0 51 664 5.3 105 288 100.0 52832 6.5
Of which:
EEC countries 43 869 440 24009 9.2 46 903 44.5 24 364 11.1
EFTA countries 20195 20.2 10727 10.5 20 006 19.0 10315 8.9
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, miLL. Fim, 1985 PRICES

(seasonally adjusted figures)

Period Consumption Fixed Change Domestic Exporis  Imports GDP
expenditure investment in stocks, demand (6+7-8)

ind. statistical  (142+34#445)

Private Pubkc Private Public discrepancy

1 2 3 4 5 6 7 8 9

1985 181 664 68218 69 599 10 453 1772 331 706 98173 94893 334986
1986 189 113 70325 69 328 10738 810 340314 99498 97795 342017
1987 199 981 73 458 72761 11 654 2246 360 100 102127 106568 355659
1988* 209 956 75190 81839 11446 9 062 387 493 105897 118405 374985
1989* 218243 77 255 93766 11174 14 533 414971 107815 128440 394346
1987

v 51303 18615 18 643 2916 1 641 93118 24 350 27308 90160
1988*

1 51974 18 573 19764 2 864 1384 94 559 25534 27984 92108
n 51 869 18727 19975 2729 3052 96 351 26727 29789 93290
m 52767 18 887 20975 3008 2203 97 839 26 324 30760 93403
v 53 346 19 004 21125 2845 2423 98743 27 312 29 871 96184
1989*

1 53819 19 108 21785 2728 3243 100 682 27750 31660 96773
n 54819 19235 23326 2787 2301 102 470 26314 30529 98255
m 54 839 19 385 23816 2769 3705 104 513 26614 31826 99301
v 54766 19 526 24 839 2890 5284 107 306 27137 34425 100018
1990*

1 54175 19705 24063 2 946 3529 104 418 26930 32622 98 726

82 VOLUME OF INDUSTRIAL PRODUCTION, 1985=100

(seasonally adjusted figures)

Period Total Mining and Manu- Wood and Metal and Other Energy
industry quarrying facturing paper engineering manu- and wafer
industries indusivies facturing supply
(100.0) (1.6) (87.9) (16.5) (30.0) (41.4) (10.5)
1 2 3 4 5 6 7
1985 100.4 99.8 100.4 100.1 100.6 100.3 100.2
1986 101.9 102.8 102.0 102.3 103.0 101.2 100.4
1987 107.2 99.9 107.2 106.5 110.2 105.4 107.8
1988* 110.9 108.8 111.0 113.1 114.5 107.6 110.1
1989* 113.8 117.2 114.1 115.9 120.7 108.6 110.2
1989*
June 115.5 123.4 115.4 116.4 121.3 110.3 116.8
July 113.5 112.3 114.6 114.1 121.5 110.2 107.5
Avg. 1153 107.2 116.4 116.1 127.0 109.1 107.7
Sept. 113.8 113.3 114.7 116.2 122.2 108.9 105.9
Oct. 113.2 120.2 113.8 113.6 121.7 108.1 107.5
Nov. 113.9 118.7 114.0 115.6 120.3 108.8 112.1
Dec. 113.0 116.8 112.6 111.0 121.1 106.6 115.8
1990*
Jan. 114.7 115.8 1141 1159 120.8 108.3 118.9
Feb. 1149 118.8 115.2 117.0 123.8 107.1 1153
March 114.1 110.9 114.5 116.8 119.7 108.1 114.5
April 116.9 116.7 115.9 119.3 124.6 110.5 114.3

May 115.0 138.2 115.3 116.5 121.3 109.5 118
S20 June 114.2 119.9 115.0 117.6 123.0 107.9 106.1



83 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

(seasonally adjusted figures)

Period Volume of Volume of Volume of Of which: Imports of Monthly
wholesale retail construction investment indicator
trade frade of buildings Residentlal  Industrial Other goods of GDP
buildings bulldings buildings
1 2 3 4 5 6 7 8

1985 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1986 104.7 102.5 94.0 88.4 99.9 99.5 105.2 102.0
1987 1113 107.7 95.6 89.0 101.0 102.6 114.3 106.8
1988* 116.7 113.0 108.6 106.0 1134 110.6 135.0 110.6
1989* 124.2 117.0 130.3 132.9 137.6 125.2 160.3 114.9
1989*
May 128.2 119.8 115.0
June 121.1 118.2 115.2
July 120.6 116.5 114.8
Avg. 126.7 117.4 116.0
Sept. 124.9 117.5 115.5
Oct. 130.4 116.0 115.9
Nov. 130.9 17.7 116.2
Dec. 122.3 1127 115.1
1 121.2 116.8 118.6 120.5 127.9 110.2 133.6 113.6
n 123.6 118.5 128.5 131.2 148.8 119.6 166.9 114.8
m 124.1 117.2 128.0 133.0 137.7 138.4 151.3 1154
v 127.8 115.5 133.6 142.8 131.9 132.3 189.3 1157
1990*
Jan. 127.9 112.9 116.1
Feb. 119.5 101.8 115.1
March 124.9 121.8 117.0
April 123.5 116.9 117.5
May 126.7 113.9 118.3
] 124.1 112.1 141.6 134.2 168.1 131.1 148.4 116.1
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|
84 WAGES AND PRICES, 1985=100

Period Index Con-  Basic Produc~ Building
of wage By sectors sumer price Byorigin  orprice By m:'r::l Ing = cost
and price  index index index
salary Pri € I Local Non- index for Domes- Impori- for Export- Home
earnings Total Ofwhid: gov- gov- profit domestic  fic ed manu- ed market
Meanufac- ern- em-  insti- supply goods goods fac- goods goods
furing ment ment tufions furing
(SIC3)
1 2 3 4 5 [ 7 8 9 10 11 12 13 14

1985 1000 100.0 100.0 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000 100.0
1986 1069 106.6 1062 1066 1078 1072 1029 970 986 910 965 967 964 1043
1987 1144 1145 1134 1157 1133 1152 1072 979 1002 893 973 981 968 109.1
1988 1247 1246 1227 1288 1220 1280 1126 101.5 1049 89.1 1017 1038 1007 1163
1989' 1356 1364 1338 1374 1321 1364 1200 1073 1113 926 1078 1105 1064 1255

1989

July o .. .. .. .. .. 1205 1074 1114 926 1082 1105 107.1 1248
Avg. .. .. . .. .. o 1206 1076 111.8 923 1083 1106 1073 1258
Sept. .. N .. .. .. .. 121.9 108.1 1124 923 1088 111.3 1076 1276
Oct. .. .. .. .. .. .. 1224 1087 1132 925 1092 1117 108.0 1282
Nov. .. .. .. .. .. .. 1223 1089 1135 923 1090 1112 1080 1286
Dec. .. .. .. .. .. .. 1230 109.0 1136 924 1093 1115 1082 1298
n 1357 1369 1343 1370 1313 1363 1197 1073 1111 931 1076 1101 1064 124.6
m 1361 1373 1343 1375 131.5 1364 1210 1077 111.9 924 1084 1108 1073 126.1
v 139.0 139.8 1372 1400 1358 1385 1225 1089 1134 924 1092 111.5 1081 1289
1990’

Jan. o .. .. .. .. .. 1248 1094 1139 930 1094 111.5 1084 1304
Feb. .. .. .. .. .. . 1253 1092 1138 925 1089 1102 1082 1308
March . .. .. .. N .. 1257 1093 1141 919 1020 1101 1085 1317
April .. .. . .. .. .. 1264 1097 1147 914 1096 1104 1092 1347
May .. .. . .. .. .. 1270 1105 1158 912 1098 1106 109.5 1350
June .. .. . .. .. .. 1273 1105 1158 913 1099 1104 109.6 1352
July . .. .. .. .. .. 127.5 1105 1158 912 1100 1106 1098 1353
1 142.3 1429 1403 1457 1383 1438 1252 1093 1139 925 1091 1106 1084 131.0
n 146.8 147.6 1459 1494 1426 1475 1269 1102 1154 913 1098 1105 1094 1350

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

Period Labour Labour Total Unem- Unem-

force force employ- By industrial status By industry ployed ployment

Pertion (433)  Soif- e and - Industy Con-  Service rate

p:'n:n ¢ = employed salary ﬂ‘lﬂ'l‘ shruction indusiries

amon (6+748+9) eamers and

15=7 foresiry

year olds
% 1000 persons %
1 2 3 L] 5 6 7 8 9 10 1

1985 69.2 2 566 2437 361 2076 280 597 178 1380 129 5.0
1986 69.1 2 569 2431 359 2071 266 589 185 1391 138 54
1987 68.6 2 554 2423 372 2051 251 569 184 1419 130 5.1
1988 68.4 2 546 2431 368 2062 238 553 188 1452 116 4.6
1989 68.7 2 559 2470 367 2104 218 561 199 1492 89 3.5
1989
June 68.7 2 558 2472 363 2109 217 565 198 1492 86 3.4
July 68.6 2 557 2 467 368 2099 206 562 195 1503 91 3.6
Avg. 68.3 2 543 2 451 347 2104 199 567 194 1491 92 3.6
Sept. 68.4 2 550 2 463 364 2099 216 574 205 1 469 87 3.4
Oct. 68.6 2 558 2485 379 2105 219 557 201 1507 73 29
Nov. 68.7 2 559 2472 372 2100 213 562 194 1 504 87 34
Dec. 68.9 2 566 2478 368 2110 213 565 208 1491 89 3.5
1990
Jan. 68.6 2 557 2489 377 2112 221 562 202 1504 69 2.7
Feb. 69.1 2574 2494 370 2125 216 559 212 1507 80 3.1
March 68.4 2 551 2 479 358 2120 212 551 207 1509 73 2.8
April 68.6 2 559 2471 363 2108 214 561 201 1495 88 3.4
May 68.6 2 559 2482 359 2123 203 551 216 1512 77 3.0
June 68.5 2 561 2471 349 2121 199 562 209 1501 90 3.5
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86 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, miLL. M, CASH FLOW BASIS

:::;3 Revenue Expenditure
Direct Indirect Other Other Rev- Redomp- Revenve Consump- Trans-
faxes faxes fuxesand revemve enve fions before tion fers and Of which:
similar before of borrowing sub- @ ————
revenue finandal loans (5+6) sidies Local Other do-
frans- ranted govern=  mestic

the ment sectors

1 2 3 4 5 6 7 8 ° 10 n

1985 25750 47578 546 10415 84290 2071 86361 24835 49269 21183 26866
1986 28079 51733 323 11640 91774 2209 93983 26354 52845 23215 28131
1987 29454 57312 491 123N 99648 2482 102129 29419 59498 26456 30964
1988 35339 66348 473 13629 115789 2557 118346 32266 65502 29757 33108
1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715

1989
May 2927 6045 38 2349 11 359 300 11658 3135 6870 2881 3 544
June 3185 6347 13 1156 10700 264 10964 3034 5632 3033 2 447
July 3938 7353 62 945 12 298 115 12412 3453 5043 2594 2203
Avug. 3211 6 455 119 1065 10 850 488 11338 2780 5768 2685 2918
Sept. 3172 5474 46 1354 10046 210 1025 2792 5100 2659 2312
Oct. 3108 6 457 46 969 10 581 101 10682 2950 6203 3001 3058
Nov. 3199 7013 47 1396 11 655 391 12045 2942 6912 2817 3944
Dec. 3518 7813 —60 2471 13742 209 13 951 2877 7315 2752 3831
1990
Jan. 3134 6036 76 1244 10 490 4 10494 3290 5810 2890 2813
Feb. 3287 5579 50 908 9824 49 9873 3170 6209 2717 3181
March 3073 6 407 50 1151 10 681 87 10768 3274 6215 3084 2937
April 4165 5511 53 2051 11780 1567 13347 3412 6995 3337 3129
May 3107 7 593 62 1650 12 412 337 12749 3547 6974 2982 3718
Durin Expenditure Financlal balance
pel
i:r!::i- x| i= hﬂ::“ ulld olher m: re :n.:; I:.:r'- I::"- cs'u':-l:
ment fure rowing rowing gllu
lrunuellons mveslmeni clslcledeln ;I nq‘l;lnmom (18+19)
l(m-n- (14+15)  (5-14) -16)
2+13)

12 13 14 15 16 17 18 19 20
1985 5700 4936 84 739 4982 89722 —449 —3 361 3 506 145
1986 6111 5058 90 368 4913 95281 1406 —1298 4203 2905
1987 7 089 4732 100738 5672 106 410 —1090 —4 280 7 604 3324
1988 7 565 5614 110 946 6 529 117 476 4842 870 2417 3287
1989 8393 5343 120 826 7 566 128 390 11 490 7 852 —4010 3842
1989
May 670 642 11317 639 11956 42 —297 189 —109
June 839 316 9821 515 10 336 879 629 —708 —79
July 619 —13 9103 414 9517 3195 2895 —151 2744
Avg. 634 309 9 490 467 9957 1359 1381 —519 862
Sept. 740 649 9282 470 9752 765 505 —75 429
Oct. 779 671 10 604 617 11221 —23 —539 —532 —1072
Nov. 758 193 10 805 503 11308 850 737 —387 351
Dec. 1107 —A41 11258 479 11736 2 484 2215 1063 3277
1990
Jan. 3N 590 10 061 673 10735 429 —241 —1 141 —1382
Feb. 361 150 9 890 382 10272 —66 —399 —365 —763
March 377 537 10 403 504 10 907 278 —139 —949 —1 088
April 392 639 11438 2021 13 459 342 —112 —1216 —1328

S24 May 501 930 11952 772 12724 460 25 —802 —777



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 Less than half the final digit shown
Logically impossible
Data not available

— Nil

S Affected by strike

_ Break in series

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

NOTES AND EXPLANATIONS TO
TABLES

Table 1.2 Domestic financial sec-
tor. Term claim on deposit banks (Col-
umn 13) = term credits {from De-
cember 1986 to July 1987) + bank
certificates of deposit held by the Bank
of Finland (since March 1987). Other
liabilities to financial institutions, net
(Column 17) = capital import deposits
+ other liabilities to financial institutions
- bonds and debentures - other claims
on financial institutions. Corporate sec-
tor. Claims in the form of special financ-
ing (Column 19) = export bills + new-
export credits + financing of domestic
deliveries. Special deposits, net (Col-
umn 20) = deposits for investment and
ship purchase + capital import depos-
its + export deposits + other liabilities to
corporations - bonds - other claims on
corporations.

2 THE BANK OF FINLAND’S

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

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

change used in the statistics are the
forward rates on the contract date.

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

Table 3.1 HELIBOR (Helsinki
Interbank 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 certifi-
cates of deposit quoted daily at 1 pm.
by the five largest banks.

Table 3.2 The rates shown are
based on the lending rates quoted for
the respective currencies in the
Euromarket.

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

Table 3.4 /onding. New credits
(Columns 1-4): the rates of interest on
new credits drawn during the month
are average monthly rates weighted by
loan amounts, whereas annual rates
are arithmetic averages of monthly ob-
servations. As from January 1989, Pos-
tipankki Oy has been included in the
calculation of the average rate on the
commercial banks' outstanding stock
of loans.Deposits. The rates of interest
applied to deposit accounts (Columns
7-9) are the rates of interest applied to
standard tax-exempt deposit accounts
as agreed upon between banks. The
average rate of interest on the stock of
regulated deposits (Column 10) is the
average rate of interest weighted by the
deposit amounts at the end of period,
where the stock of deposits comprises
cheque accounts, postal giro ac-
counts, deposit accounts with a
cheque facility, savings and ordinary
deposit accounts, other time deposit
accounts and taxable investment ac-
counts. The average rate of interest on
unregulated deposits (Column 11) is
the average rate of interest weighted by
the amounts in the period. Unregulated
deposits include, inter alia, sales of
certificates of deposit, promissory
notes and bonds as well as corporate
deposits at market rates.

Table 3.5 Sccondary market
yields. Reference rates (Columns 1 and
2) are calculated by the Bank of Finland
as the monthly averages of the offered

rates for taxable, fixed-rate bonds quot-
ed by the five largest banks. The yieid on
taxable government bonds (Column 3} is
the effective annual yield, calculated as
the arithmetic mean, on fixed-rate gov-
ernment bonds with a remaining maturity
of between 4 and 5 years. The yield on
taxable public issues (Column 4) is cal-
culated as the arithmetic mean of yields,
on fixed-rate ordinary bonds, deben-
tures 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. Financial institutions (Col-
umn 5): as in Column 4 for issues by
financial institutions incl. banks. Corpora-
tions (Column 6). as in Column 4 for
issues by non-financial corporations.
The yield on taxfree public issues (Col-
umn 7) is calculated as the arithmetic
mean of yields on fixed-rate public
bonds with a remaining maturity of be-
tween 4 and 5 years. The Bank of Finland
calculates the yields for columns 3-7
once a week on the basis of the trading
quotations of the Helsinki Stock Ex-
change. Monthly observations are the
averages of weekly observations and
annual observations the averages of
monthly observations. The offer yield on
fixed-rate taxable public bonds and de-
bentures (Column 8} is the average yield
weighted by issue amounts - in the case
of government bonds by amounts sold -
on fixed-rate ordinary bonds, deben-
tures and other bonds (excl. zero coupon
loans, bonds with equity warrants and
convertible debentures) issued during
the period.

4 RATES OF EXCHANGE

Table 4.1 The quotation of the
noncommercial rate for the Belgian

" franc, BEL, was terminated on March 2,

1990. Since then there has been only
one rate for the Belgian franc. As from
the beginning of May 1990 the stand-
ard abbreviation is BEF. Prior to that
date, the quotations given in Column
10 are those of BEC (the commercial
rate). The time series for BEC and BEL
are shown separately for the lasttime in
the May 1990 issue of the Bulletin.

Table 4.2 The weights of the Bank
of Anland currency index (Column 1)
are moving averages of the shares of
countries in Finland's merchandise ex-
port and import trade. The index com-
prises 14 convertible currencies. The
index values are based on the Bank of
Finland's daily quotations at noon. The
weights of the payments currency in-
dex (Column 2) are moving averages of
the shares of payments currencies in

Finland's trade. The index comprises S25



14 convertible currencies. The weights
of the MERM index (Column 3) are
fixed 1977 weights computed on the
basis of the IMF's world trade model.
Fourteen currencies are included in
this index.

Table 5.1 Source: The Central
Statistical Office of Finland. The public
comprises households and non-profit
institutions, enterprises (excl. financial
institutions) and local government. Do-
mestic foreign-currency deposits are
included in the figures. Time deposits
(Column 2) consist of tax-exempt time
deposits held by the public. Investment
accounts {Column 3) are taxable time
deposits held by the public. For the
definition of unregulated deposits (Col-
umn 6). see the explanation under
Table 3.4. Since the beginning of 1987,
the figures for banks' holdings of certifi-
cates of deposit issued by other banks
have been netted out. Netting out is
done by the Bank of Finland.

Table 5.2 Source: The Central
Statistical Office of Finland. The public
comprises households and non-profit
institutions, enterprises (excl. financial
institutions) and local government. For-
eign currency credits (Column 5) are
mainly granted by commercial banks
and Postipankki.

Table 5.3 Foreign assets, net
(Column 1) = the Bank of Finland's
foreign claims + banks' foreign claims
(incl. claims on banks' foreign
branches) - the Bank of Finland’s for-
eign liabilities - banks' foreign liabilities
(incl. liabilites to banks’ foreign
branches). Domestic credit. Claims on
the central government, net {Cotumn 2)
= the Bank of Finland's claims on the
central government + banks’ claims on
the central government - the central
government's deposits with the Bank of
Finland and Postipankki - loans inter-
mediated by banks from state funds.
Claims on the public {incl. local govern-
ment), (Column 3) = the Bank of An-
land's claims on the private sector +
banks' claims on the private sector
(ioans to the public, bonds and deben-
tures (excl. government bonds and
bank debentures), claims on other fi-
nancial institutions, shares held by
banks). Other items, net (Column 5) =
capital accounts and other items of the
Bank of Finland + capital accounts of
deposit banks + unclassified assets
and liabilities of deposit banks, net
{(bank debentures, bank CD'’s held by
the public and other unregulated
wholesale deposits). M, (Column 6) =
notes and coin in circulation - till mon-
ey held by banks + cheque and postal
giro account deposits held by the pub-
lic. My (Column 7) = M, + quasi-money
{time deposits held by the public, incl.
deposits with the Bank of Finland).

Table 5.4 Source: State Treasury
Office. Foreign debt. Other bonds and
debentures {Column 2) are so-called
private placings. Long-term promisso-
ry notes {Column 3) are bank loans.

S26 Outstanding lending (Column 10}

comprises the stock of central loans
granted from the central government
budget and from extra-budgetary
funds. Cash funds (Column 11) com-
prise the cash funds held in central
government accounting offices, funds
held in cheque and postal giro ac-
counts, as well as placements of cen-
tral government cash funds. The main
part of the latter is reserved for covering
transferable allocations budgeted in
previous years (for details, see the
article "State Borrowing and Cash
Management” by Pekka Laajanen and
Pekka Saarinen in the August 1987
issue of the Bulletin). Transferable allo-
cations amounted to FIM 8.1 billion at
the end of 1988.

Table 5.5 Tables A and B on the
markka bond market include markka-
denominated bonds issued by Finnish
issuers in Finland and abroad as well
as those issued by foreign issuers in
Finland.

Table 5.6 7urnover. Source: The
Helsinki Stock Exchange. Share prices.
Source: Union Bank of Finland Ltd.

6 BALANCE OF PAYMENTS,
FOREIGN LIABILITIES AND
ASSETS

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

Table 6.2 Columns 1-8: Net
change in long-term liabilities. Col-
umns 9-13: Net change in long-term
assets. Portfolio investment in Anland
{Column 2) and abroad (Column 10):
Secondary market transactions in se-
curities and share issues. As from the
June-July 1989 issue of the Bulletin,
portfolio investment abroad (Column
10) also includes investments in long-
term bonds and shares by Finnish
authorized banks. These were pre-
viously included in short-term capital
exports of authorized banks. Long-
term credits (Columns 3-6): Financial
loans, import credits and leasing cred-
its. Others (Column 5): Long-term cred-
its of enterprises, financial institutions
other than authorized banks and local
government. Imports of other long-term
capital (Column 7): Finland's subscrip-
tions to international financial institu-
tions paid in the form of promissory
notes. Exports of other long-term capi-
tal (Column 12) = financial loans
abroad + development credits + pur-
chases of real estate and other acqui-
sitions by private persons + Finiand's
subscriptions to international financial
institutions.

Table 6.3 Net foreign debt (Col-
umns 1-24) at the end of a period is
classified in the same way as the corre-
sponding data on changes in the capital
account (Table 6.2). The items included
in net foreign debt have been translated
into markkaa using the spot rates for
each date. Thus the figures include the
impact of changes in exchange rates.
Debt service payments {(Column 25): the
total of net payments of interest, divi-

dends and remunerations relating to
long- and short-term foreign liabilities
and assets plus net repayments relating
to long-term foreign liabilities and assets.
Repayments do not include early repay-
ments of loans, repatriations of equity
capital included under direct investment,
repurchases of shares included under
portfolio investment (since 1986), repay-
ments of the Bank of Finland's reserve
tranche and oil facility credits, or repay-
ments of rouble-denominated assets in-
cluded under loan assets. The debt-
service ratio (Column 27) = service
charges on net foreign debt as a
percentage of current account earnings.

Table 6.4 All direct investments
have been placed under the corporate
sector (Columns 1 and 6). Other (Col-
umn 9) consists mainly of long-term
assets of private persons.

The sectoral figures for short-term
foreign liabilites and assets corre-
spond to the figures shown in Columns
15-23 of Table 6.3.

7 FOREIGN TRADE

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

Table 7.2 The volume indices
(Columns 1 and 2) are calculated ac-
cording 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.

“Fable 7.4 The regional and coun-
try grouping is based on the classifica-
tion according to Finnish Official Statis-
tics | A

Tables 8.1-8.5 Source: Central
Statistical Office of Finland. Seasonal
adjustment is carried out by the Bank of
Finland.

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

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

Table 8.6 Source: Ministry of
Finance.
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES
AND FORWARD POSITION
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3. FORWARD MARKET
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4. ITEMS AFFECTING DOMESTIC LIQUIDITY
Mill.FIME 1. Cash reserve deposits
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5. OVERNIGHT RATES

- 1. Inter-bank overnight rate
— 2. Call money credit rate
- 3. Call money deposit rate
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— Daily observations
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6. HELIBOR RATES OF INTEREST

z 1. 1-month HELIBOR
2. 3-month HELIBOR
16 3. 12-month HELIBOR
Daily observations
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7. HELIBOR RATES OF INTEREST

i m 1. 1-month HELIBOR
2. 3-month HELIBOR
3. 12-month HELIBOR

- Monthly averages
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8. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND

(i 1. Call money credit rate
[ 2. Call money deposit rate
C 1 3. Base rate

15 _\\ End-of-month observations

10}
- 3

5

OTIIJIIIIIH Ill_[L]_[ll_Ll LIILLIIIJII IIIJII[IIII LIII[IIIJI lllllllllll

1985 1986 1987 1988 1989 1930

9. 3-MONTH COVERED EURODOLLAR RATE AND 3-MONTH

CURRENCY BASKET RATES
L 1. Covered Eurodollar rate
2. 3-currency basket rate
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10. RATES ON BONDS AND DEBENTURES
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11. BANK OF FINLAND CURRENCY INDEX

Index 4.5 % and 6.0 % = fluctuation
1982=100 range of the index
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12. BANK OF FINLAND CURRENCY INDEX
Index

1982=100 Daily observations
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13. CHANGES IN THE EXCHANGE RATES OF SELECTED NORDIC

CURRENCIES
% Monthly changes in markka
selling rates calculated from
DKK the average rates for January
10 /’L\/ 1982
\’\ L~
0 ./ N/
| U
[ i S g SEK
..-.;‘DK ..". .'-.--
-20 el b b b b b e bbb g ll‘h'lh'ltl'l FLeE L1

1985 1986 1987 1988 1988 1930
532




14, CHANGES IN THE EXCHANGE RATES OF SELECTED MAJOR

CURRENCIES
% Monthly changes in markka
uso selling rates calculated from
the average rates for January
40 1982
- — DEM
SU:\ - m—— o
20 N S B e aa B
=_/¢-,\’\q< ~~~~~ ____----~. ..........
o N P
e NTQ w~d V\v\_\
~20 = >~
-40 lllllllllll llllll_llljl LllLLlU_l_ll Illllllllll Illll[lllﬂ LlllJ_llJ_[l[

1985 1986 1987 1988 1989 1990

15. BANK DEPOSITS FROM THE PUBLIC

4 1. Regulated deposits
o 2. Total deposits
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16. BANK LENDING TO THE PUBLIC

i 1. Markka lending
= 2. Total lending
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17. MONEY SUPPLY
%

1. Narrow money supply
(M1)

2. Broad money supply (M2}

Change from the corre-

sponding month of the pre-
vious year, per cent
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18. DIRECT INVESTMENT

Mill.FIM 1 1. Finnish direct investment
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19. CENTRAL GOVERNMENT DEBT
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20. CURRENT ACCOUNT

Mill.FIM 1 1. Trade account
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21. FOREIGN DEBT
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22. BALANCE OF PAYMENTS
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23. DEBT SERVICE RATIO

% 1 1. Interest payments
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24. FOREIGN TRADE

Index
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1. Total exports
2. Total imports

Volume index, 1980 = 100,
four-quarter moving average
shown as at the last quarter

25. FOREIGN TRADE: PRICES AND TERMS OF TRADE

Index 1. Unit value index of exports
~N 2. Unit value index of imports
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26. FINLAND’'S EXPORT PERFORMANCE
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27. PRODUCTION

S38
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28. FIXED INVESTMENT
% 1. Total fixed investment
— 1 %, Z, 7 2. Investment in machinery
2 7 27 A 77 5 A equpmen L excl
o2a A D A A AAAANNNNN " residential buidings
L TN 4. Residential buildings
-2 Volume changes calculated
~ 2 ZJ from four-quarter moving to-
4 - - tals and shown as at the last
> % 7 % / 7 quarter, per cent
2p [ A=A %
0 Yy 7/M4%%9%4%%4%% %%
2| 2]
[ 3 %
2
B 7 % 7 % VAV
A I i A%
» N o
-2
-4
~ 4
6 4
ok _— . AN
B s N\
- N
-4 L1l 1 | I . | | S | L1 1 ) I |
1985 1986 1987 1988 1989 1990




29. EMPLOYMENT AND THE UNEMPLOYMENT RATE
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30. PRICES AND WAGES
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ary earners
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31. CENTRAL GOVERNMENT FINANCES

% T 1. Revenue excl. borrowing
- i 2. Expenditure excl. re-
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