BULLETIN

3

c

3
D

DC

c

¥
6
¥
6
}
6

3

c

)
Q

D C——%c

i
W
i
V
it
W
it
W
T
W
i
W

c
c

R
mm

’9... il .«. «mm i e 'mmm r.a L
JWWWW%W%W%MWWWW
. (i v W o |
”‘1"3««00010'«»0 M‘,’mm .“m i f“it'ii'm"”’ i «... W
i Y il ""#’0’%“‘ w’.m“ h ,“ Wl “'m “"
i oy mo X? “mmu s :umm by
mu‘: ”m‘ mm :”W "é‘!!’”.::::” &. m"*"mim,m “”“”.
oA
i vm’“ M"
vh i m» “m ’“6“ ! ol
p L i ,m«:: ; ”..f. i
i ’mm*?o‘omf e il ....ﬁ...9 i m" i '"3““" "ﬁ e :W““%""’mm“, A
“‘“M Wm .’ M‘“WC m‘ i m.!!o M”““’" m !”m “i'“ 6“.““““@'“0 ..M ” M’mﬂm 1’” m“ m
e %WWWWMWMM
m‘”ﬁ“ e "mm@w m Al "’,"m“ 'i.w."““mm. ﬁll..m.l “’w.mﬂh I‘,H ‘“N‘ m“
ﬂ"“ &.é.m ” m’«m.': e 4‘0% "‘MC 6 o “ il !t i m I i
Il
,,,,, 00 “”I”'IHI' 'u”m "«u “ll ”l’ "lﬂlmwl!“, “mm m lllm .‘.l.! Imm 5 Y m.m
ﬁr:&wm W”mW“”W'“Mw manW

)
3

)
3

-

R e——
c

)’
D

-
c)c’

)

e s Gl
m:”h i m*“ ”“ ““m Y ”.‘“»o !""'v'p"“.“““ﬂ"“«.' t‘“mm | “"”“I“ﬂ"“ w ”“”Ml" m
« I mm i o “A" ,,,mm A“mm .m‘ “ "m !Nlm ““’W«
»MWWW'W*MMMWW ”WMWWN”WWW
m#;: ’muggfmmﬁ f.‘“m mmm il ‘L: s S ' i :}.” Ui !
WW A MWWmMu
%W%WWW%WWWMWWW%
'“Y"h hm i : A "?’ f’” i
uﬂWWWW"m Www%m
U
.¢ it L |
WW“WWW
W":T.'uv '§'1: e ¢""" """"m i
o
Wi i) el *.‘“’0
SR R il u«ou!fvf@»‘o’»' Wi M

)c



CONTENTS

Recent Financial Market Developments and Monetary Policy
by Helka Jokinen 3

Fiscal Policy and Public Finance
by Immo Pohjola 7

ltems: The Bank of Finland and the EC central banks strengthen their
monetary cooperation
The Bank of Finland modifies the system for regulating bark liquidity
The Bank of Finland’s investment inquiry
Primary dealer system for government bonds
Supplementary budget
Publication of the Bank of Finland 1

Monetary and foreign exchange policy measures

from August 1991 to July 1992 15
Finland in brief 18
Statistics List of tables on page S1
Charts List of charts on page $27

PUBLISHER :

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

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



RECENT FINANCIAL MARKET DEVELOPMENTS AND MONETARY

POLICY

by Helka Jokinen, BSc (Econ)
Central Bank Policy Department

Bank of Finland

GROWTH OF
EXPORTS
A BRIGHT SPOT

espite a clear pick-up in

exports, the Finnish

economy continues to
face serious difficulties. The pro-
longation of the problems is pri-
marily due to the continued high
level of interest rates combined
with the heavy indebtedness of
the private sector. High financing
costs have led to a rise in the
number of bankruptcies, which,
in turn, has caused credit losses
for the banks. The Government
has, however, extended support
to the banking sector, particularly
in the form of arrangements for
maintaining capital adequacy,
thereby preventing a reduction in
credit supply. This support will, of
course, further increase the fi-
nancing requirement of the cen-
tral government.

Companies in the open sec-
tor are beginning to fare better as
exports have picked up sharply.
The growth of industrial produc-
tion, which started at the end of
1991, has been more robust than
expected, and in recent months
output has beenrunning some 10
per cent higher than in the trough
oftherecessionlastautumn. Out-
put in the metal and engineering
industries, in particular, is rising
rapidly, and order books have
continued to strengthen. In the
second quarter of this year, the
volume of merchandise exports,
adjusted for the effect of the trans-
port strike in June last year, was
some 11-12 per cent higher than
in the corresponding period in
1991. These favourable develop-
ments are expected io continue
despite the sluggishness of the
international economy, since Fin-
nish firms have been able to gain
market shares.

Preliminary data indicates
that real GDP inthe first quarter of
this year was still more than 3 per
cent lower than a year earlier, but
there was no decline fromthe last
quarter of 1991. According to dif-
ferent indicators, total output
turned upinthe second quarter of
this year. Growth is stiil being re-
strained by the slump in the do-
mestic sector. The biggest fall in
output has occurred in construc-
tion. The survey of investment in-
tentions conducted by the Bank
of Finland in May-June indicates
that fixed investment in industry
will decline by about one-tenth in
the current year and that the
downward trend will continue
next year.! Though output is re-
covering, firms are likely to use
the added revenue for debt re-
payment rather than new invest-
ment, as long as they have spare
capacity and interest rates re-
main at the current level. Hence, it
will take some time before the ex-
pansion of the export sector, a
prerequisite for the attainment
of long-term equilibrium in the
economy, starts to have any ma-
jorimpact on the domestic econ-
omy.

EXTERNAL BALANCE

IS IMPROVING,

INFLATION IS LOW

BUT UNEMPLOYMENT

IS WORSENING

The expansion of exports in
the first half of this year has im-
proved the trade balance and the
12-month cumulative trade sur-
plus amounted to FIM 9.0 billion
in June as against a deficit of FIM
0.2 billion a year earlier.

The current account deficit
has also declined. The 12-month
cumulative current account defi-

! ISee also the item in this issue of the Bul-
etin.

cit was FIM 20.9 billion in June,
compared with FIM 28.6 billion a
year earlier. Thanks to the growth
of merchandise exports and the
improvement in the travel ac-
count, the goods and services
account is now in approximate
balance. The current account
deficit, which is forecast to
amount to some 4 per cent of
GDP this year, is aimost entirely
the result of interest payments on
foreign debt. The bulk of the cur-
rent account deficit is being fi-
nanced by bonds issued abroad,
mainly by the central govern-
ment. The central government’s
net capital imports amounted to
FIM 24 billion in the first six
months of this year.

Largely as a result of sub-
dued domestic demand and a
relatively modest rise in foreign
trade prices, inflationary pres-
sures have been kept in check,
and prices have risen in Finland
at a rate that is among the lowest
in the industrialized countries.
Measured by the consumer price
index, the 12-month change in
prices amounted to 2.7 per cent
indune.

Unemployment has contin-
ued to rise because of the slack in
the labour-intensive domestic
sector. Normally, employment
picks up in May because of sea-
sonal factors, but this year the
pattern was not been repeated.
Though the number of people
laid off has declined in recent
months, the number of long-term
unemployed has continued to in-
crease. In June, the number of
unemployed amounted to 12.6
per cent of the labour force.



WEAK DOMESTIC
ECONOMY IS CHART 1.
STRAINING CENTRAL
GOVERNMENT BUDGET? % KEY INTEREST RATES
In late June, the Government °
issued its proposal on the central
governmentbudgetfor 1993. The 25
aim is to support the restoration L 1
of equilibrium to the economy 20
and to strengthen the budget by L
cutting expenditure. The budget B
provides for spending cuts of FIM 15 |
7.5 billion in 1993; total expendi- RN 2 .
ture is projected to decreass in C " I - w3 Moot cle
real terms. Excluding the support 10
package for the banking sector,
the volume of central government 5 C e N
expenditure is estimated to fall by 1991 1992
some 2 per cent. Thisimplies that
the volume of other expenditure ;: ;mg:{’,: EEHESE
will have to be cut by nearly 5 per 3. Rate on 5-year government bonds
cent, as interest payments are ris-

ing rapidly. The central govern-
ment’s net financing requirement BANK OF FINLAND CURRENCY INDEX AND

is estimated to decrease in 1993 THE MARKKA VALUE OF THE ECU FIM/
Index ECU

as aresult of a substantial reduc- - 1982=100

tionin financial investments. 116 N :;

114
MARKET INTEREST 112 | - 5.5
RATES HAVE REMAINED 110 5.4
HIGH ' 108 5.3
After the turbulence in the for- r
. ; i 106 5.2
eign exchange market in April, in- 104 [ 5.1
terest rates have remained at a L )

high level. Short-term rates de- 102 ,:.uctuat.on rang

clined until early June, but they 100 7 > 4.9
have subsequently moved higher 98 .34—-'\ 4.8
again. The main reasons for the 96 e Lo 147
risein market rates seemtobelin- 1991 1992

gering doubts about the Giovern- * Markka linked to ECU since June 7, 1991

ment’s economic policy, even
after the publication of the strin- .
gent budget proposal for 1993, CONVERTIBLE FOREIGN EXCHANGE RESERVES

as well as stern warnings by Bill.

some union leaders about the dif- Fim |

ficult incomes negotiations that

lie ahead in the autumn. In addi- 40

tion, the municipal elections to be Z\J\'ﬁ

held in the autumn have in- /\.\ /\/\_1

creased political uncertainty. The 30 /] AT,

uncertainties regarding develop- V / V/ \

ments in the autumn are clearly

reflected in the fact that 6-month 20

interest rates and, more recently, W

also 3-month rates have been B

particularly high. ol v v v v v b
The Bank of Finland has al- 1991 1992

lowed interest rates to respond to
market pressures with the aim of
stabilizing the external value of

2 See also the article by Immo Pohjola in
4 thisissue of the Bulletin.




the markka. Inthe firstweek of Au-
gust, the Bank decided to raise
the interest rates applied in the
provision of central bank financ-
ing to commercial banks and to
extend the maturity for central
bank liquidity credits from 7 days
to 14 days. This step was prompt-
ed by the capital outflow which
had occurred in recent weeks.

The rise in interest rates has
also affected bond yields. Since
March, the yield on 5-year gov-
ernment bonds has risen by
some one and a half percentage
points to about 12.5 per cent,
while the yield on bank-guaran-
teed bonds has risen to about
13.5 per cent. Denmark’s rejec-
tion of the Maastricht agreement
also increased yields on Finnish
bonds by more than ten basis
points, which, however, was rela-
tively little in comparison with
some other countries in Western
Europe.

The differential between do-
mestic interest rates and private
ECU rates has recently been just
under 3.5 percentage points for
both 3-month and 5-year maturi-
ties. In real terms, however, the
differential is some two percent-
age points higher. The real long-
term interest rate in Finland is
about 10 per cent, whichis clearly
the highest in Western Europe.

The markka's exchange rate
has been kept stable. In order to
strengthen the Bank’s capacity to
defend the exchange rate, swap
agreements were negotiated with
the central banks of the EC coun-
tries in July. In addition, the Bank
of-Finland has access to similar
support arrangements previous-
ly agreed with the central banks
of most EFTA countries.® -

GOVERNMENT

REAFFIRMS ITS COM-

MITMENT TO FIXED

EXCHANGE RATE

In order to remove the uncer-
tainty prevailing in the market re-
garding its economic policy, the
Government released an eight
point declaration on 6 August.
The declaration states that eco-
nomic policy is based onthe fixed
exchange rate and curtailment of

3 See the item in this issue of the Bulletin.

the public sector deficit. If central
government expenditure had to
beincreased, eg due torising un-
employment benefits, an equal
amount would be cut from other
expenditures. The plight of the
banking sector will be alleviated
by reducing the banks' funding
costs through an extention of the
taxfree status of deposits to in-
clude three-year deposits and a
prolongation of the period during
which fixed-term taxfree deposits
are allowed. Moreover, the Gov-
ernmentannounced that it will se-
cure the ability of the banking
system to function under all cir-
cumstances.

OUTSTANDING BANK

LOANS DECLINE

The stock of outstanding
bank loans has been diminishing
since November 1991; for mark-
ka loans the decline was over 2
per cent in the first six months of
the current year. Apart from the
highlevel of interest rates the rea-
sons for the decline are the slug-
gishness of demand for credit
due to the recession and the
tighter loan conditions applied by
the banks, including stricter col-
lateral requirements. Firms are
having difficulty in raising the col-
lateral required for bank loans
now that asset values have plum-
meted. The banks must adhereto
strict lending policies in order to
meet a tightening in capital re-
quirements. The amount of out-
standing foreign currency bank
loans has declined by even more
than that of markka loans in the
first six months of the year, ie by
over 9 per cent.

Short-term deposits of both
households and firms have de-
clined, but broad money has
grown by one per cent in the first
six months of the year, reflecting
an increase in households’ fixed-
term deposits.

Banks'results for the first four
months of 1992 were notably
weaker than last year, one conse-
guence of which has been a
sharp decline in the prices of
bank shares. The banks’ difficul-
ties stem primarily from increas-
ing credit losses and non-per-
forming loans. According to in-
terim reports for the first four

months, commercial banks' cred-
it losses amounted to FIM 2.6
billion, compared with FIM 0.8
billion for the corresponding pe-
riod in 1991. Non-performing
loans hurt banks’financial results
because of their failure to gener-
ate interest income. Part of the
non-performing loans are ex-
pected to show up later as credit
losses.

GOVERNMENT

SUPPORT FOR BANKS

Following the decision
reached in March to provide cap-
ital support to banks, the prin-
ciples to be applied in the
allocation of support were
agreed inJune. The basis for allo-
cating support is a bank's size as
measured by its risk-weighted
claims and off-balance-sheet
items. A bank must indicate
whether it wishes to receive sup-
port by either 14 August or 16 De-
cember. The capital injection is
intended specifically as a means
of strengthening banks' capital
ratios.

Saving banks have encoun-
tered more difficulties than banks
on average, as they have heavily
financed the hard-hit real estate
and construction sectors and
many of them pursued an ag-
gressive lending strategy in the
late 1980s. To alleviate these
problems, the Government Guar-
antee Fund decided in June to
grant FIM 5.5 billion in capital
support to the Savings Bank of
Finland (SBF). SBF is the out-
come of a merger of more than 40
savings banks; the actual merger
will take place in the autumn. The
Fund will also provide SBF with a
guarantee of FIM 1.7 billion. The
support is subject to the condi-
tion that the bank be reorganized
asalimited liability bankinthe au-
tumnandthatits preferred capital
certificate issue be convertible
into shares. The support will be
provided through the savings
banks'own guarantee fund, most
of itinitially as a loan at market in-
terest rates, to be used solely for
strengthening the financial posi-
tions of savings banks merging
with the SFB. Later, the support
loan will be converted into capital

support, and the Government 5



CHART 2.

THE BANK OF FINLAND'S LIQUIDITY FACILITY
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Guarantee Fund will subscribe
the bank’s preferred capital certif-
icates.

In June, Scopulus Oy, owned
by the Bank of Finland, sold its
shares in Skopbank, as well as its
holdings of Skopbank capital
certificates, to the Government
Guarantee Fund.*

CHANGES IN THE
MONEY AND CAPITAL
MARKETS

The Bank of Finland’s call
money deposit and credit facility
was replaced by a new liquidity
facility with effect from 1 July
1992.% The essential change was
that, under the new facility, de-
posit and credit interest rates are
closer to, and generally move in
line with, market interest rates. In
addition, longer maturities are
now available for credits. The
main purpose of the change is to
reduce the volatility of short-term
rates, though it also provides the
central bank with a flexible means
of raising the interest rate applied
to central bank financing when-
ever necessary (Chart 2).

The State Treasury and the
Ministry of Finance have agreed
with the banks onthe setting up of
a primary dealer system for trad-
ing in serial bonds and Housing

* See the item in the June-July 1992 issue
of the Bulletin.

6 ® See the item in this issue of the Bulletin.

Fund bonds. Trading under the
new arrangementcommenced at
the beginning of August.®

11 August 1992

8 See the item in this issue of the Bulletin.




FISCAL POLICY AND PUBLIC FINANCE

by Immo Pohjola, Financial Councellor

Economics Department
Ministry of Finance

s a result of social re-
forms public income
transfers attained quite

generous levels in Finland in the
1980s. The reforms carried the
risk that they would lead to an ex-
cessive expansion of the public
sector with its concomitant up-
ward pressure on the tax bur-
den. This risk became a reality at
the beginning of the 1990s when
the Finnish economy entered a
severe recession. A sharp con-
traction in GDP and domestic
demand and a rapid rise in
unemployment have, in a short
time, raised social security ex-
penditure and hence total gov-
ernment spending to a new level.
Atthe sametime, taxrevenue has
plunged, so that the financial def-
icit of the public sector is likely to
rise to as much as 7 per cent of
GDP this year.

The recession has called into
question the traditional links be-
tween macroeconomic policies
— particularly the link between fis-
cal policy and incomes policy —
as well as the feasibility of fiscal
fine tuning. The economic policy
environment has changed pri-
marily because of financial mar-
ket liberalization and the in-
tegration goals adopted by Fin-
land, a prerequisite for whichis a
fixed exchange rate policy. Con-
tinuation of expansionary fiscal
policies in the present economic
circumstances would further ex-
acerbate the imbalances in the
economy with adverse effects on
employment inthe mediumterm.

RECESSION BOTTOMED

OUT IN EARLY 1992

The growth of the Finnish
economy came to avirtual stand-
stillin 1990, and GDP declined by
6'2percentin 1991. GDP is likely
to fall, on average, in the current
year as well. However, industrial
production, which turned up to-

1

wards the end of 1991, is continu-
ing to increase. In 1993 GDP is
expected to grow somewhat aid-
ed by the momentum of exports,
though domestic demand will re-
main subdued.

Among the reasons for the
slump in economic activity in
Finland were the economic re-
cession in other industrialized
countries, the collapse of trade
between Finland and the former
Soviet Union, higher real interest
rates and over-indebtedness in
the domestic economy. The col-
lapse of trade with the area of the
former Soviet Union is estimated
to have contributed 2 percentage
points to the fall in GDP in 1991.
Total merchandise exports never-
theless resumed growth in the
second half of 1991, a develop-
ment which has been supported
by the devaluation of the markka
in November and by other meas-
ures taken to promote the com-
petitiveness and profitability of
the business sector. The expect-
edrecovery inthe world economy
in 1993 would further improve
Finland's export prospects. But
the continuing economic crisis in
Russia and high debt levels at
home are likely to dampen Fin-
land’s recovery.

FISCAL POLICY
STRONGLY
COUNTERCYCLICAL
Fiscal policy was tightened in
Finland in the late 1980s in order
to curb domestic demand, but
the steps taken did not go far
enough and in partthey came too
late. The latter applies particularly
to the income tax reform, the first
phase of which did not get under
way until 1989. The changes in
taxation reduced the tax-exempt
status of bank deposits and in-
creased competition for financial
savings, thereby also pushing up
lending rates. The reduction in

the deductibility of interest pay-
ments resulted inariseinthe level
of after-tax real interest rates
faced by households; the rise in
house prices inthe boom operat-
ed in the same direction by sub-
stantially increasing the average
size of loans needed to finance
home purchase.

Fiscal policy swungovertoan
expansionary stance at the be-
ginning of the 1990s after the
slowdown in economic activity.
The fiscal stimulus arose both
through the operation of built-in
stabilizers - as tax revenue de-
creased and expenditure on un-
employment benefits increased
— and discretionary measures.
The expansionary impact was
particularly strong in 1991.

Fiscal policy will provide a fur-
ther significant stimulus to the
economy in the current year
through the automatic effects of
tax revenue and unemployment
benefits, but according to high-
employment budget calculations
the discretionary component of
fiscal policy will become restric-
tive. Several tax increases -
some temporary — have been
decided on and spending has
been cut or deferred. It should,
however, be noted that some ex-
pansionary measures have not
been included in the calculation,
most notably a substantial in-
crease in financial investments
by the central government and a
2'/= percentage point cutin contri-
butions to the earnings-related,
labour market pension scheme,
which is managed for the most
part by private insurance institu-
tions.

To ward off the dual threat of
a banking crisis and a ‘credit
crunch’, the state has, as an ex-
ceptional measure; made availa-
ble FIM 8 billion in budgetary
funds this year for strengthening
banks’ capital positions. In addi-



tion, the Government has decid-
ed to set up a guarantee fund (off
budget) with access to up to FIM
20 billion for ensuring the stability
of the banking system and pro-
tecting depositors’claims.

Fiscal policy is projected to
be mildly expansionary yet in
1993, largely because of the
postponement of tax refunds
from December 1992 to the fol-
lowing January. According to the
1993 budget proposal, some of
the tax increases in force in the
current year will be reduced, in
addition to which tax revenue will
remain at a very low level be-
cause of the continued de-
pressed state of domestic de-
mand. The volume of public
expenditure is projected to de-
cline.

Though more than half of this
year's general government finan-
cial deficit will still be cyclical in
origin, the structural deficit has
become rather large. Moreover, it
is growing rapidly along with the
accumulation of debt and rising
interest payments. Its elimination
will require a significant tighten-
ing in fiscal policy and reorgani-
zation of the public sector in the
years ahead.

In fact, the reorganization of
the public sector has already
been in progress for some years.
Efforts to enhance the efficiency
of the public sector have gained
added importance as a result of
the process of European integra-
tion and the goals set for con-
vergence of economic perfor-
mance in connection with eco-
nomic and monetary union
(EMU). They have become even
more urgent since Finland ap-
plied for membership in the
Community in March. Although,
according to the EMU timetable,
the convergency criteria will not
become binding for several
years, both the EC and the finan-
cial markets already use them as
a benchmark for judging Fin-
land’s economic performance.

Though government debt
embarked on a sharp upward
trend with the onset of recession,
it was nevertheless still only 24
per cent of GDP at the end of
1991 (the EMU convergence cri-

8 terion is 60 per cent), calculated

TABLE 1. FISCAL IMPACT

1988 1989 1990 1991* 1992**
% of GDP
Change in general govern-
ment financial balance -28 -186 1.8 7.1 1
Built-in stabilizers -11 -1 0.9 4.5 2
Discretionary component —1.7 -0.5 0.9 2.6 -1
(high-employment deficit)
Growth of real GDP 5.4 5.4 04 -65 -1
* Preliminary
** Forecast
TABLE 2. PUBLIC SECTOR INDICATORS
1970-79 1980-88 1989 1990 1991* 1992**
annual averages
% of GDP
Public consumption and
investment 200 231 229 245 280 27
Transfers to the private :
sector 113 128 122 128 163 17
Total public expenditure 343 395 383 410 489 51
Taxes, gross 341 353 372 377 375 38%
Taxes, net 228 226 250 249 212 21
Financial surplus
(net lending) 35 02 29 11 -60 -7
Financial surplus, incl. TEL 5.6 29 57 48 -23 -4
Debt 125 200 17.0 176 24 34

* Preliminary
** Forecast

according to the EC definition of
government debt. By contrast,
the government budget deficit,
calculated according to the na-
tional definition, failed to meetthe
3 per cent convergence criterion
lastyear, and is expected to dete-
riorate further this year because
of the continuing recession. If,
however, the statutory labour
market pension (TEL) funds' are
included inthe public sector, then
the deficit would almost satisfy
the convergence criterion this
year.

With the ongoing integration
process, the relative size of the
public sector and the level and
structure ofthe taxburden are be-
coming increasingly important
factors for international competi-

' In most countries earnings-related pen-
sion schemes are included in the govern-
ment sector in the national accounts. In
Finland the Labour Market Pension
Scheme (TEL) is mainly managed by pri-
vate insurance companies, even though
it is statutory and compulsory.

tion. In Finland, the share of GDP
accounted for by the public sec-
tor has been around the average
level for OECD countries and dis-
tinctly below that for the other
Nordic countries. Economic inte-
gration implies the need for tax
harmonization and thus pres-
sures in Finland for lowering,
inter afia, the level of progressive
income taxation. Correction of
the structural problem also calls
for the transfer of resources from
the sheltered sector to the com-
peting sector.

PUBLIC EXPENDITURE

The growth of public expendi-
ture slowed in the late 1980s, in
part because of deliberate policy
action but primarily because
of Finland’s good economic per-
formance. Vigorous economic
growth reduced expenditure re-
lated to unemployment and pub-
lic investments were postponed
so as to prevent the overheating
of the economy.



TABLE 3. PUBLIC CONSUMPTION, INVESTMENT AND TRANSFERS

TO THE PRIVATE SECTOR
1987 1988 1989 1990 1991* 1992**
Volume change, %
Consumption
Central government 44 18 16 7.7 39 0
Local government 47 25 30 31 28 -1
Investment
Central government 118 -03 -09 175 126 0
Local government 74 -27 -23 107 -06 -14
Transfers 32 20 34 85 166 7
TOTAL 45 19 27 67 85 2
* Preliminary
** Forecast
The ratio of public expendi- | In central government, man-

ture to GDP declined in 1988 and
1989 but then resumed a clear
upward trend, which has been
maintained in the current year.
Besides a rise in spending, the
growth in the ratio was due to the
slowdown and subsequent con-
traction in total output.

As a result of the measures
taken to curb public expenditure,
the number of employees in the
public sectoris already declining.
The growth of consumption has
come to a halt in both the central
and local government sectors,
and spending is projected to fall
next year. Public investment will
decrease both this year and in
1993.

Increasing efforts are also be-
ing made to curb the growth of
public transfers, although trans-
fers to the private sector grew at
an exceptionally rapid pace at the
beginning ofthe 1990s. As part of
the incomes policy settlement
reached at that time, the govern-
ment undertook, inter alia, to in-
crease child allowances and the
number of places in daycare cen-
tres. Towards the end of 1991,
soaring unemployment led to a
sharp increase in expenditure re-
lated to unemployment. The rap-
id rise in expenditure applies to
transfer payments by both the
central and local government
sectors, and is continuing in the
current year; however, the vol-
ume of transfers is expected to
fall slightly in 1993.

Efforts toimprove the efficien-
cy of public sector activities have
centred around management
reforms launched in the 1980s.

agement is being enhanced
by the gradual introduction of
result-oriented management and
budgeting systems over the pe-
riod 1990-1995. Thereform gives
government organizations great-
erresponsibility for output and re-
sults while allowing them greater
freedom in their day-to-day oper-
ations.

In local government, the re-
form of the state-aid system will
be implemented at the beginning
of 1993 after a preparatory stage
lasting several years. Up till now,
the state-aid system has been
based on the automatic reim-
bursement of a specified propor-
tion of municipalities’ expendi-
ture. Under the new system, the
state-aid received by municipali-
ties will be determined on the ba-
sis of average imputed costs,
thus enabling municipalities to
benefit directly from any savings
they can achieve. The abandon-
ment of the old system will reduce
the need for monitoring systems
in both central and local govern-
ment, and provide an incentive to
municipalities to improve the effi-
ciency oftheir activities. However,
the reform per sewill not entail any
change in the division of costs
between central and local gov-
ernment.

A measure of major impor-
tance for controlling the growth
of public expenditure was an
amendment made to consti-
tutional law in June 1992 which
allows government spending to
be cut or the enforcement of laws
to be suspended by a simple ma-
jority in Parliament. Basic social

security benefits, ie certain spec-
ified transfers to households,
cannot be curtailed in this way,
which limits the scope of applica-
tion of this procedure to some
extent. Prior to the change, cuts
in government expenditure re-
quired a qualified (33 majority
and in practice the cooperation of
the opposition parties and the
tacit support of the trade unions.

Besides the acceleration in
the growth of spending, the gov-
emment budget balance has
been strained by the relative rise
in the price component of public
expenditure. This is due to the
rapid rise in wages in the local
government sector around the
beginning of the decade and to
higher rates of contribution to
central and local government
pension funds. Pensions are be-
ing funded in anticipation of a
rapid increase in public expendi-
ture on pensions in later years.
Over the long term, the public
consumption deflatorhasrisen at
a rate which has been one per-
centage point higher on average
than the GDP deflator, but in the
years 1990-1991 the gap wid-
ened to as much as 3 to 4 per-
centage points. The decision to
introduce a 3 per cent pension
contribution to the TEL scheme
foremployees in 1993 and to low-
er the corresponding contribu-
tion rates for employers, should
slow the rise in the public con-
sumption deflator over the next
fewyears.

TAXATION

The tax ratio (gross taxes in
relation to GDP) has remained
fairly steady at around 37 per cent
for the past five years. In connec-
tion with the comprehensive in-
come tax reform launched in
1989, tax rates were lowered and
deductions reduced. But, with
the recession and consequent
contraction in tax bases, both the
central government and the mu-
nicipalities have been forced to
raise national and local income
tax rates again, though partlyona
temporary basis. The sales tax
rate was raised in December
1989 and twice in 1991, in Janua-
ry and October. The temporary

reductions in the private em- 9



ployers’ sickness insurance con-
tribution rates came to an end in
June of this year. Two new taxes
were introduced: the credit tax in
1990 and the ftravel tax in
1991.The fuel tax has beenraised
on environmental grounds.

The tax ratio is estimated to
rise in 1992 to 38"z per cent.
Among the factors contributing to
the rise are the 0.8 point increase
in the sales tax rate implemented
inautumn 1991, the imposition of
a 2 per cent 'employment’ tax on
wage and salary earners and the
non-adjustment of income tax
scales for inflation. in addition, an
extra sickness insurance contri-
bution is being levied on persons
earning more than FIM 80 000 a
year and the deduction for medi-
cal expenses in personal income
taxation has been abolished. Be-
cause of the sharp rise in unem-
ployment, it proved necessary to
raise the employers' unemploy-
ment insurance contribution rate
by more than two percentage
points.

The tax ratio is likely to fall
again in 1993. This will be partly
for technical reasons; after de-
lays inthe pasttwoyears, thefinal
assessment and settlement of in-
come tax liabilities will return to
the normal timetable in 1993, so
thatthere will be twotaxrefundsin
the course of the year. Tax reve-
nue will also fall because of the
major reform of capital taxation
due to take effect next year and
the introduction of employees’
contributions to the labour mar-
ket pension scheme, which will
be deductible in income taxation.
The prospects fortax revenue are
modest in subsequent years as
well, so that budget consolida-
tion will require continued cut-
backs in public expenditure.

FINANCIAL BALANCE

AND DEBT

In the late 1980s, the public
sector financial surplus in-
creased substantially as a result
of the growth of both domestic
demand and tax revenue. But the
surplus quickly shrank when the
overheated economy entered re-
cession, andin 1991 itturned into
a deficit. The deterioration in the
10 financial position of the public

TABLE 4. GENERAL GOVERNMENT FINANCIAL SURPLUSES

(NET LENDING)
1987
Central government -36
Local government -241
Social security
funds - 01
General government -15

*  Preliminary
** Forecast

1988 1989 1990 1991*1992**
Bill. FIM

54 137 63 -219 -29

-02 03 04 -59 -6

05 04 -09 -25 0
% of GDP

13 29 11 -60 -7

sector has continued and is prov-
ing to be a particularly serious
problem in the current year. A fur-
ther deterioration is expected in
1993; if, however, this and next
year's tax refunds were to take
place according to the normal
timetable the financial deficit
would actually decrease slightly
next year.

With the deterioration in the fi-
nancial position of the public sec-
tor, the central government and to
a lesser extent the municipalities
began to accumulate debt at a
rapid pace. Adding to the central
government’s borrowing require-
ment was a significantincreasein
outlays for the financing of hous-
ing loans as a result of the estab-
lishment of the State Housing
Fund and the introduction of a
new, uniform scheme for the pro-
vision of state-subsidized hous-
ing loans. The reform entailed a
marked increase in the state's fi-
nancing share. Furthermore, the
number of dwellings partly fi-
nanced by the state has been
increased as a countercyclical
measure. The central govern-
ment's financial investments
have been boosted in the current
year by the exceptional arrange-
ments for the injection of new
capital into the banks. Though
the central government’s net fi-
nancing requirement is projected
to decrease in 1993, it will still be
large.

The central government debt
amounted to FIM 92 billion at the
end of 1991, Nearly FIM 8 billion
of this was covered by a loan from
the state pensionfund, sothatthe

debt outstanding to other sectors
totalled FIM 84 billion. More than
half of this amount was denomi-
nated in foreign currency, in addi-
tion to which foreign investors
held FIM 10 billion worth of mark-
ka-denominated debt. The rapid
growth of domestically placed
debt has acted as a spur to the
development of the Finnish capi-
tal market. The central govern-
ment makes use of 12-month
Treasury bills in the short end of
the market, while 3-year savings
bonds are used as the vehicle for
borrowing from households and
4-10 year bonds for borrowing
from institutional investors.

By international standards,
the ratios of central government
debt and public debt to GDP are
still relatively low in Finland.
Though debt will increase rapidly
in the next few years, the steps
taken to restore balance to gov-
ernment finances should halt the
growth in the debt/GDP ratio in
the middle of the decade. The
1993 budget proposal estimates
that central government expendi-
ture will fall somewhat in real
terms, even if the funds set aside
for dealing with the banking crisis
in 1992 are not taken into ac-
count. Under the framework set
for spending by the Government,
the level of total central govern-
ment expenditure is to be frozen
in subsequent years. The paucity
of tax receipts will be the main
factor restricting the growth of lo-
cal government expenditure, on
top of which the reform of the
state-aid system will encourage
municipalities to make savings.



The ratio of public expenditure to
GDP is expected to fall sharply in
1993 and to continue declining
in the following years.

6 August 1992

ITEMS

THE BANK OF FINLAND
AND THE EC CENTRAL
BANKS STRENGTHEN
THEIR MONETARY
COOPERATION

The Governors of the central
banks of the EEC Member States
and the Governor of the Bank of
Finland issued the following
communiqué on 15 July 1992:

'Against the background of
Finland's close ties with the
Community and the authorities’
strategy for further European in-
tegration, the Governors of the
central banks of the Member
States of the European Econom-
ic Community and the Governor
of Suomen Pankki have agreed to
strengthen bilateral co-operation
between their institutions. Suo-
men Pankki undertakes to take
due account of the EMS agree-
ment and exchange rate policies.
The central banks of the Member
States of the European Econom-
ic Community and Suomen Pank-
ki are concluding bilateral swap
agreements governed by uni-
form terms and conditions.

These arrangements are sup-
portive of Finland’s determination
to pursue a strategy which is con-
ducive to monetary stability, fiscal
discipline and free competition in
the environment of free capital
movements and is compatible
with the stability objectives of the
European Monetary Systern and
further economic and monetary
integration in Europe."

The agreements concerning
the European Monetary System
imply that the Bank of Finland will
also take money and foreign ex-
change market conditions in the
EC countries into account in its
own decisions, particularly in its
operations. Consequently, it will

be consulting continuously with
the central banks of the EC coun-
tries.

The existing agreements with
Germany and Denmark were re-
placed by bilateral agreements
withthe central banks of allthe EC
countries. In addition, the Bank of
Finland has at its disposal the
support agreements concluded
with the central banks of Norway
and Sweden. Similar arrange-
ments have also been agreed
with the central banks of Austria
and Switzerland.

As aresult of the agreements
concluded, the Bank of Finland
now has access to a significantly
larger network of swap arrange-
ments, which can be used if
needed to support the foreign ex-
change reserves.

THE BANK OF FINLAND
MODIFIES THE SYSTEM
FOR REGULATING
BANKLIQUIDITY

On 1 July, the Bank of Finland
replaced the call money facility
with a new arrangement for regu-
lating the supply of bank liquidity.
The new arrangement differs
from old one in that deposit and
borrowing rates are now closer to
market interest rates and move in
siep with them. In addition, the
Bank of Finland may, at its discre-
tion, extend the maturity of liquid-
ity credit from one day up to
twenty-eight days. Previously, the
maturity for call money credit was
fixed at one day.

The arrangement is designed
to reduce fluctuations in money
market interest rates, in so far as
they are not caused by attempts
to stabilize conditions in the for-
eign exchange market.

Under the new system, both

the call money deposit rate and 11



TABLE 1. ANNUAL CHANGE IN THE VOLUME OF INDUSTRIAL
FIXED INVESTMENT, 1991-1993, PER CENT

the liquidity credit rate are tied to
the Bank of Finland's tender inter-
est rate, ie the weighted average
of all accepted bids or offers for
money market instruments in
tenders held by the Bank. The
current tender rate, the margins
for deposit and credit rates and
the maturity for liquidity credit are
displayed continuously on the
money market electronic infor-
mation systems.

THE BANK OF

FINLAND'’S

INVESTMENT INQUIRY

The downturn in investment
by industry, which had started in
1990, accelerated in 1991. Ac-
cording to the Bank of Finland's
survey of investment intentions
carried outin May—June 1992, the
volume of fixed investment de-
clined by more than one-fifthinin-
dustry as a whole and by nearly
30 per cent in manufacturing.

Except for the export sector,
where a recovery is under way,
the economy is still in recession.
This is reflected in the low level of
planned investment reported by
industry. The results of the inquiry
point to a decline of about one-
tenth in fixed investment by in-
dustry in 1992. Furthermore, it
appears that the downward trend
will continue next year, since
firms' planned investment for
1993 was less than firms normally
report for the following year in the
May—June inquiry.

The capacity utilization rate in
manufacturing will turn up in the
course of 1992 along with the
growth of output. Companies es-
timate that their capacity utliza-
tion rates will rise further next year.
The moderateness of the rise,
however, points to fairly cautious
expectations concerning output
growth. The faster-than-expect-
ed growth of industrial output in
the first months of this year could
improve the preconditions for in-
vestment. Because of compa-
nies’high debtlevels and the high
costs of financing, the lag be-
tween the recovery in output and
the pick-up ininvestmentisinany
case expected to be longer than

12 usual.

By sector
Forest industries

Metal and engineering industries

Other manufacturing
MANUFACTURING

ENERGY AND WATER SUPPLY
TOTAL INDUSTRY (incl. mining)
By type of investment

Construction
Machinery and equipment

* According to national accounts.

Planned

1991* 1992 1993
-29 -21 -30
- 38 -4 7
-20 -1 -25
- 28 -10 -19

-2 12 2
-23 -5 -13
-16 -2 -24
-25 -6 -10

TABLE 2. INTANGIBLE INVESTMENT IN MANUFACTURING,

1991-1993
Planned
1991 1992 1993
Million  Per-  Million Per- Milion Per
FIM centage FIM  centage FIM centage
change change change
Forest industries 526 7 428 -19 387 -10
Metal and engineering
industries 1026 -1 1065 4 983 -8
Other manufacturing 1524 19 1410 -7 1275 -10
MANUFACTURING 3076 9 2903 -6 2645 -9
TABLE 3. CAPACITY UTILIZATION RATE IN MANUFACTURING,
19911993, PER CENT
199 1992 1993
| I I Il I il
Forest industries 84 82 81 82 83 84
Metal and engineering
industries 83 79 80 82 84 86
Other manufacturing 80 78 77 78 78 81
MANUFACTURING 82 78 79 81 82 84

Fixed investment. For in-
dustry as a whole, the value of
fixed investment amounted to
nearly FIM 24 billion in 1991, of
which the share of the manufac-
turing sector was just under FIM
18 billion. Companies trimmed
and delayedtheirinvestment pro-
jectsto alarger extent than thein-
quiries carried out in 1991 had
indicated. Investment declined in
almost all sectors: in the metal
and engineering industries by al-
most 40 per cent, in the forest in-
dustries by close to 30 per cent
and in other manufacturing by
one-fifth.

The volume of industrial fixed
investment will decline by 5 per
cent in the current year, accord-
ing to companies'pians. Inthe in-
quiries carried out in the spring,
estimates of the volume of invest-
ment for the same year have reg-
ularly exceeded the actual
investment figure. When this ten-
dency to overestimate is taken
into consideration, industrial in-
vestment seems likely to decline
by about 10 per cent this yearand
manufacturing investment by
some 15 per cent. The invest-
ment ratio in manufacturing, ie in-
vestment in relation to value




added, could fall to a level not
seen since the recession of the
1970s. An exception to the down-
ward trend in industrial invest-
ment is energy and water supply,
where investment is expected to
increase by more than one-tenth
fromthe previous year.

In volume terms, companies’
planned investment for 1993 cur-
rently amountsto 13 per cent less
than for 1992 for industry as a
whole and almost 20 per centless
for manufacturing. Although the
estimates of investment for the
following year reported in the in-
quiries carried out in the spring
have regularly been smaller than
realized investment, the low level
of planned investment in manu-
facturing points to a continuance
of the recession in investment ac-
tivity. However, this does not apply
to all sectors, as companies in the
metal and engineering industries
expect their investment to in-
crease slightly.

Intangible investment. In-
tangible investment in manufac-
turing amounted to FIM 3.1 billion
las* year or 18 per cent of the val-
ue of fixed investment. These out-
lays increased by 10 per cent in
nominal terms and by 2-3 per
cent in real terms. The share of
the metal and engineering indus-
tries in intangible investment was
just over one-third, that of the
chemical industry slightly less
than 30 per cent and that of the
paper industry just over 10 per
cent. According to the inquiry, in-
tangible investment willdecline to
some extent in 1992-93 in both
real and nominal terms.

Capacity utilization. Ac-
cording to the inquiry, the capac-
ity utilization rate in manufac-
turing amounted to 79 per centon
average inthefirsthalf of this year.
Firms expect their utilization rates
to rise slightly in the latter half of
this year and again next year. The
utilization rate in manufacturingis
expected to rise to 84 per cent in
the latter half of 1993, which is still
fower than the average level for
the previous decade.

PRIMARY DEALER
SYSTEM FOR
GOVERNMENT

BONDS

On 30 June, the State Treas-
ury and five Finnish banks signed
an agreement on the issue of cer-
tain government bonds and the
maintenance of a secondary
market in these bonds. Accord-
ing to the agreement, Kansallis-
Osake-Pankki, Okobank, Posti-
pankki Ltd, Skopbank and Union
Bank of Finland Ltd undertake to
make bids and offers for bench-
mark government bonds to other
primary dealers and to customers.

Inreturn for agreeingtoactas
market makers, only primary
dealers are allowed to participate
in tenders for benchmark bonds
arranged by the State Treasury. In
addition, primary dealers may
buy more of the offered bonds on
the day after the tender at a price
which is at least the price ob-
tained inthe tender.

The agreement entered into
force on 1 August. Other domes-
ticand foreign banks or securities
brokers may participate in the ar-
rangement by agreement with
the State Treasury.

The State Treasury and the
primary dealers have agreed that
a bond maturing in 1995 (serial
bond 111/91) and a bond maturing
in 1997 (serial bond 1/92) will be
the first benchmark bonds. It
seems probable that a bond ma-
turing in 2002 (Housing Fund
bond 1/92) will be approved as a
benchmark bond in August. In
addition, the State Treasury in-
tends to issue a bond in the au-
tumn which will be the fourth one
included in the primary dealer ar-
rangement.

Primary dealers are obliged
to display indicative two-way
quotations for benchmark bonds
on public electronic market infor-
mation systems (eg Reuters) and
to quote binding prices by tele-
phone. Contrary to international
practice, prices are quoted in
terms of yields. The standard lot
has been fixed at FIM 10 million.
In deals in standard lots, primary
dealers are required to aim at
spreads of five basis points.

The purpose of the primary
dealersystemisto increasetheli-

quidity of government bonds.
The aim is also to improve the
transparency and quality of infor-
mation on the secondary market.
The primary dealers have under-
taken to provide the Bank of Fin-
land with daily data on traded
amounts and prices. The Bank of
Finland publishes these data
daily.

In addition to the dissemina-
tion of information, the Bank of
Finland has drawn up a code of
conduct for market makers in the
secondary market for govern-
ment bonds. The Bank of Finland
will endeavour to ensure that
good trading practices are ob-
served by primary dealers.

SUPPLEMENTARY

BUDGET

The second supplementary
budget for 1992 was approved by
Parliament in late June. In keep-
ing with the Government's earlier
decisions in principle to cut pub-
lic expenditure, the supplemen-
tary budget includes saving
measures totalling FIM 1.4 billion.
Among the savings are cuts in
education, health care and out-
lays for the promotion of employ-
ment. On the other hand, the
supplementary budget provides
for an increase of FIM 0.9 billion
mainly in statutory outlays, eg ag-
ricultural support and unemploy-
ment benefits. Thus, in net terms,
the cut in expenditure amounts to
FIM 0.5 billion, which is 0.3 per
cent of the ordinary budget. After
these changes, budgeted cen-
tral  government expenditure
amounts to FIM 182 billion.

Central government income
is budgeted to decrease by FIM
0.5billioninspite ofanincreasein
petrol taxes. Sales tax receipts
are estimatedtofall by FIM 1.4 bil-
lion as a result of a greater-than-
expected fall in domestic de-
mand. As virtually no extra bor-
rowing is required in this supple-
mentary budget, the maximum
borrowing powers of FIM 45 bil-
lion set in the first supplementary
budget (excluding extra-budg-
etary funds) have been left un-
changed. For the whole central
government sector

(including 13



extra-budgetary funds), the net
financing requirement is estimat-
ed at some FIM 49 billion, equiva-
lent to about 9'/2 per cent of GDP
this year.

PUBLICATION OF

THE BANK OF

FINLAND

The following publication has
appeared in series B:46. Alpo
Willman, Studies in the Theory of
Balance-of-Payments Crises, doc-
toral dissertation presented to
the Faculty of Social Sciences
of the University of Helsinki, Hel-
sinki 1992, 122 pp. ISBN 951-
686-316-7, ISSN 0357-4776.

The dissertation consists of a
summary and five previously
published articles. These studies
extend the theory of balance-of-
payments crises in several direc-
tions. The first article considers
the rationale behind the assump-
tion that there exists a minimum
level below which foreign re-
serves cannot or are not allowed
to fall. It was shown that with a
cash-in-advance constraint on fi-
nancial market transactions a
negative level of net foreign re-

serves results in a welfare loss
and, hence, a welfare-maximiz-
ing government does not allow its
net foreign reserves to fall below
zero.

In the two following articles,
the collapse of the fixed ex-
change rate regime is examined
by taking into account the possi-
bility that when the speculative at-
tack on the currency occurs, the
central bank tries to defend the
prevailing exchange rate regime.
[t was shown that with uncovered
interest parity and a rigidly fixed
exchange rate in the pre-attack
exchange rate regime, uncertain-
ty as to monetary policy reactions
has no effect on the timing of the
speculative attack. However, if
the assumption of uncovered in-
terest parity is relaxed or the pre-
attack exchange rate regime is
the target-zone, the speculative
attack is delayed by policy uncer-
tainty.

The fourth article introduces
uncertainty as to the threshold
level of foreign reserves, which
triggers a devaluation. Further,
the assumption of risk-neutral
agents is abandoned and the risk
premium is allowed to be deter-

mined endogenously. It is shown
that, depending on whether the
threshold level is fixed but un-
known to the public or stochastic
(no specific threshold level ex-
ists), currency speculation re-
veals itself as, respectively,
sudden repeated speculative at-
tacks onthe currency or a specu-
lative outflow distributed over a
longer time period.

In the fifth article, wage sticki-
ness is introduced into the analy-
sis and the real effects as-
sociated with balance-of-pay-
ments crises are examined. It is
shown that the effects of an ex-
pansive policy may be qualita-
tively quite different depending
ontheinitial size of the currentac-
count surplus: if initially the cur-
rent account surplus is not high
enough, expansive policy turns
the current account surplusinto a
permanent deficit, which eventu-
ally results in the collapse of the
fixed exchange rate regime. lf the
wage formation scheme is for-
ward looking, wages and domes-
tic prices start to rise and real
output starts to decrease immedi-
ately after the collapse of the fixed
exchange rate is anticipated.
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES
FROM AUGUST 1991 TO JULY 1992

1991

AUGUST

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

SEPTEMBER

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

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

OCTOBER

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

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

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

NOVEMBER

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

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

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

On 19 November 1991, the Bank
of Finland lowers the interest
rate on call money credit to 15
per cent again, implying a 30 per
cent penalty rate.

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

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

1992

JANUARY

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

APRIL

Interest on cash reserve
deposits. As part of the
financial support package for
the banking sector, the
Parliamentary Supervisory
Board raises the rate of interest
payable on the banks’ cash
reserve deposits at the Bank of
Finland by one percentage point
with effect from 1 April 1992. The
new rate is 3-month HELIBOR
less two percentage points, not
however less than 8 per cent.
Call money credit rate. On 5
April 1992, the Parliamentary
Supervisory Board extends the
powers of the Bank of Finland to
set interest rates. The maximum
call money credit rate is raised
from 50 per cent to 80 per cent.
The Government Guarantee
Fund. The law establishing the
Government Guarantee Fund is
approved by Parliament on 30
April. The purpose of the fund is
to help ensure the stability of
deposit banking and secure
depositors’ claims. The fund is
authorized to use up to FIM 20
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billion for these purposes.
Decisions on possible support
measures by the fund are taken
by the representatives of the
Ministry of Finance, the Banking
Supervision Office and the Bank
of Finland on the board of the
fund.

MAY

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

JUNE :

Government Guarantee
Fund becomes new owner
of Skopbank. On June 12, the
Parliamentary Supervisory
Board approved a deal whereby
Scopulus Oy, owned by the
Bank of Finland, sold its hold-
ings of Skopbank shares and
preferred capital certificates to
the Government Guarantee
Fund.

Government offer of capital
for banks. Based on the
decision by the Government in
March to make available FIM 8
billion for investment in banks’
core capital, the Government
makes a formal offer of invest-
ment to the banks on 17 June.
Capital will be offered to Finnish
deposit banks according to their
size, as measured by the BIS
risk-weighted assets and
off-balance-sheet commitments.
The capital will be available at
two dates, either in August or in
December 1992, depending on
the preference of the bank.
Government Guarantee
Fund supports the Savings
Bank of Finland. On 26 June
1992, the Government
Guarantee Fund decides to
grant capital support amounting
to FIM 5.5 billion and a
guarantee of FIM 1.7 billion to
the Savings Bank of Finland. The
latter will be established in
autumn 1992 by merging 41
savings banks.

JULY

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

Central banks of Finland
and EC countries
strengthen cooperation. The
central banks of the European
Communities and the Bank of
Finland decide on 15 July to
strengthen their monetary
cooperation. The primary means
of achieving this is a network of
credits available whenever
necessary to support the

foreign exchange reserves.
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FINLAND IN BRIEF

LAND, CLIMATE AND

POPULATION

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

Finland has a population of
5 029 300 (1 January 1992) and an
average population density of 16.5 per
square kilometre. The largest towns are
Helsinki (Helsingfors), the capital, with
497400 inhabitants, Espoo (Esbo)
175700, Tampere  (Tammerfors)
174 150, Turku (Abo)159 500 and Van-
taa (Vanda) 157 450.

There are two official languages:
93.5 % of the population speaks Fin-
nish as its mother tongue and 5.9 %
Swedish. There is a small Lapp popu-
lation in the north. Finnish is 2 member
of the small Finno-Ugrian group of lan-
guages, which also includes Estonian
and Hungarian.

FORM OF

GOVERNMENT

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

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

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

Centre Party 55; Social Demo-
cratic Party 48; National Coalition Party
40; Left-Wing Alliance 19; Swedish

18 People's Party 12; The Greens 10;

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

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

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

INTERNATIONAL

RELATIONS

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

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

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

THE ECONOMY

Output and employment. The
Finnish economy is essentially based
on private enterprise, with over 80 % of
manufacturing output and some
90 % of banking services produced by
private companies. Of the gross
domestic product of FIM 440 billion in
basic values in 1991, 3 % was gener-
ated in agriculture and fishing, 2% in
forestry, 21 % in industry, 8 % in con-
struction, 10 % in trade, restaurants

and hotels, 8 % in transport and com-
munications, 4 % in finance and insur-
ance, 22 % in other private services
and 21 % by producers of government
services. Of total employment of 2.3
million persons in 1991, 8 % were
engaged in primary production, 29 %
in industry and construction and 63%
in services.

In 1991, expenditure on the gross
domestic product in purchasers'values
amounted to FIM 503 billion and was
distributed as follows: net exports
-06 % (exports 21.8 %, imports
—22.4 %), gross fixed capital formation
23 %, private consumption 55% and
government consumption 24%. Fin-
land's gross tax ratio (gross taxes in
relation to GDP) was 37 % and the net
tax ratio (net taxes in relation to GDP)
20 %, which is about the average for
OECD countries.

Average annual (compounded)
growth of real GDP was 4.7 % in the
period 1950-59, 5.0 % in 1960-69,
3.7% in 1970-79, 3.7 % in 1980-89
and 4.0 % in 1950-91. Finland's GDP
per capita in 1991 was USD
24 800.

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

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

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

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

Energy. In 1991, gross consump-
tion of primary energy amounted to 30
Mtoe, of which industry accounted for



44 %, heating for 22 %, transportation
for 14 % and other purposes for 20 %.
The sources of primary energy in 1991
were as follows: oil 29 %, coal 12 %,
nuclear power 15 %, hydro-electric
power, peat and other indigenous
sources 30 %, others 14 %. Compared
internationally (1990), Finland's con-
sumption of 5.8 toe (OECD definition)
per capita was 1.8 times higher than
the average in European OECD coun-
tries. The self-sufficiency rate (includ-
ing nuclear power) in Finland was
39 %, as compared with 60 % in west-
ern Europe on average.

FINANCE AND BANKING

Currency. Finland has had its own
monetary system since 1865. The cur-
rengy unit is the markka (plural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennié (singular: penni). From
1 November 1977 to 7 June 1991 the
external value of the markka was offi-
cially expressed in terms of a trade-
weighted currency index, which was
permitted to fluctuate within a pre-
scribed range (from 30 November 1988
the range was 6 percentage points).
Since 7 June 1991, the markka has
been pegged to the European Cur-
rency Unit, the ECU. The fluctuation
margins and the midpoint were set so
as to correspond to the fluctuation mar-
gins and midpoint of the old currency
index. The midpoint was 4.87580 (FIM/
ECU). Since the devaluation of the
markka on 15 November 1991, the
midpoint has been 5.565841 and the
fluctuation limits FIM 5.39166 and FIM
5.72516, where the lower limit means
the highest permissible value for the
markka and the upper limit the lowest
permissible value. Under the Currency
Act, the fluctuations limits are set by the
Government on the proposal of the
Bank of Finland.

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

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

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

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

The Central Bank. The Bank of Fin-
land (Suomen Pankki — Finlands Bank),
founded in 1811, operates under the
supervision of the Parliamentary Super-
visory Board, the nine members of which
are entrusted with overall supervision of
the Bank and certain specific decisions
such as fixing the Bank's base rate and
the limits for other rates. The Governor
and a maximum of five other Members

of the Board of Management are |

appointed by the President of the
Republic. The Board manages all affairs
not expressly entrusted to the Parlia-
mentary Supervisory Board, including
the terms of banks’ central bank finance,
open market operations, intervention in
the foreign exchange market, determi-
nation of the external value of the cur-
rency within the fluctuation limits, direct
lending and permits for international
capital transactions. The powers vested
in the Bank and its independence of the
Government make the Bank of Finland
one of the world's stronger central
banks. In practice, the Bank liaises
closely with the Government, so as to
coordinate economic policy. The Bank
of Finland has a head office in Helsinki
and 8 branch offices in other towns.
Other banks (31 December 1891).
Finland has three major groups of
deposit banks with a total of more than

3 000 offices. There are three big com-
mercial banks with national branch net-
works and ten smaller ones, two of
which are foreign-owned. The commer-
cial banks have a total of 32 foreign
branches, subsidiaries and associate
banks and 27 representative offices
abroad. There are 86 savings banks
and 328 cooperative banks with their
own extensive branch networks. In
addition, foreign banks have three
branches and eight representative
offices in Finland.

Financial market. Of the total
stock of FIM 733 billion in outstanding
domestic credit at the end of 1990,
64 % was provided by deposit banks,
3 % by private mortgage banks, 18 %
by insurance companies, 4 % by other
private credit institutions, 4 % by public
financial institutions and 8 % by the
state, local authorities and social
security funds. There are no guantita-
tive restrictions or interest rate limita-
tions on lending. Regulation of bank
lending rates was progressively
relaxed earlier in the 1980s and finally
abolished in 1986.

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

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

MILL.FIM
1991 1992
31 Dec. 8 July 15 July 23 July 31 July
ASSETS
Gold and foreign currency claims 33 662 31207 30997 32 459 31484
Cold 2180 2180 2180 2180 2180
Special drawing rights 932 984 977 979 942
IMF reserve tranche 1136 1227 1222 1284 1280
Convertible currencies 29 381 26 804 26 609 28 007 27074
Tied currencies 34 12 10 8 8
Other foreign claims 2 690 2574 2576 2518 2525
Markka subscription to Finlands IMF quota 2260 2271 2271 2212 2212
Term credit 430 304 305 305 312
Claims on financial institutions 17 413 16 892 16 994 19418 19778
Liquidity credits - - 116 - -
Certificates of deposit 9157 4 444 6863 9 404 10967
Securities with repurchase commitments 2725 7115 4713 4713 3337
Till-money credits 3528 3483 3483 3483 3654
Bonds 1765 1612 1581 1581 1581
Other claims on financial institutions 238 238 238 238 238
Claims on the public sector 1375 2920 2904 2904 2 904
Bonds 3 19 3 3 3
Loans to the Government Guarantee Fund - 1500 1500 1500 1500
Total coinage 1372 1401 1401 1401 1401
Claims on corporations 1288 1608 1604 1 600 1595
‘ Financing of domestic deliveries (KTR) 879 715 710 706 704
Bonds: KTR credits 207 181 181 181 178
Bonds: Other 2 501 501 501 501
Other claims on corporations 201 211 211 211 21
Other asseis 2916 9 800 9 800 9 800 9 804
Loans for stabilizing the money market 1730 9 654 9 654 9 654 9 654
Accrued items 1034 — - - -
Other assets 153 146 146 146 150
Total 59346 65001 64 874 68 699 68 090
LIABILITIES
Forelgn currency liabilities 46 77 60 47 41
Convertible currencies 45 77 60 47 41
Tied currencies 1 - _ — _
Other foreign liabilities 3102 3113 3110 3054 3051
IMF markka accounts 2260 2271 2271 2212 2212
Allocations of special drawing rights 843 842 839 841 838
Notes and coin in circulation 14 528 14 030 13 952 13962 13790
Notes 13306 12 801 12722 12731 12 561
Coin 1222 1230 1231 1231 1229
Certificates of deposit 8880 22210 20 330 23050 19 350
Liabilities to financial institutions 12 567 10775 12 637 13770 17 320
Call money deposits 2206 1001 2863 3996 7507
Cash reserve deposits 10 361 9773 9773 9773 9812
Other liabilities fo financial institutions 0 1 1 1 1
Liabilities to the public sector 3 4 4 5 4
Cheque accounts _ - - - _
Other liabilities to the public sector 3 4 4 5 4
Liabilities to corporations 7057 4627 4596 4573 4563
Deposits for investment and ship purchase 7057 4 627 4 596 4573 4563
Other liabilities to corporations - — _ - -
Other liabilities 1682 247 235 235 236
Accrued items 1584 _ - - -
Other liabilities 98 247 235 235 236
Valuation account and reserves 5715 4154 4186 4239 3970
Capital accounts 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
Profit/loss for the accounting year _ _ _ — _
Total 59346 65001 64 874 68 699 68 090
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL. FIM
:::I:'d Foroigm sector P ublic soctor
Gold  Specdial IMF Comvert- Converi- Tied Foreign  Other Net Claims Liabll- Net
drawing reserve ible ible curren- exchamge ¢laims, claims itles liabil-
rights ftranche curren- reserves, des, noet reserves, neot {7+8) Hies
cles, net total total (11-10)
(1+2+3+4) {3+6)
1 2 3 4 5 [ 7 8 9 10 11 12
1987 2128 899 793 23571 27391 1212 28604 1131 29735 977 901 -76
1988 2128 1120 940 24373 28561 945 29506 1117 30623 1128 1903 775
1989 2179 966 950 18780 22875 -564 22312 440 22752 1137 5325 4188
1990 2180 791 783 33451 37205 -882 36324 —364 35960 1314 1321 7
1991 2180 932 1136 29336 33584 33 33616 —412 33204 1375 3-1372
1991
July 2180 853 1111 29535 33679 56 33734 -399 33335 1391 4-1387
Avg. 2180 875 1086 25966 30107 55 30161 —401 29760 1382 3-1379
Sept. 2180 863 1142 22743 26928 49 26976 —400 26576 1398 3-1395
Oct. 2180 868 1145 12242 16435 42 16478 —404 16074 1375 3-1372
Nov. 2180 954 1193 19868 24195 38 24231 —419 23812 1388 3-1385
Dec. 2180 932 1136 29336 33584 33 33616 -412 33204 1375 3-1372
1992
Jan. 2180 946 1234 29512 33872 30 33901 -482 33419 1379 4-1375
Feb. 2180 1070 1232 29834 34316 27 34343 -490 33853 1382 4-1378
March 2180 1198 1201 28522 33101 24 33124 -532 32592 1383 4-1379
April 2180 1199 1242 22981 27602 21 27 622 -540 27082 1387 4-1383
May 2180 1045 1235 27547 32007 17 32025 -545 31480 1397 4-1393
June 2180 1007 1200 26724 31111 14 31125 -538 30587 2920 4-2916
July 2180 942 1280 27033 31435 8 31443 -526 30917 2904 4-2900
:::I:'d Domestic finandial sector Corporate seclor
Term Call Cash  Till-momey Otherlia- Net Claims  Special Net Notes Owt=
claimson mon reserve croditsto bilitiesto clalms Inthe de claims and standing
deposit dalmson ‘?.l“l deposit finamcial (13+14- formef andother (19-20) coinin CDsissued
banks depesit ofdepeslt banks instite- 15+16- _special itoms, clreu- bythe Bank
a net banks tions, ne? 17) finoncng not lation of Finland
13 14 15 16 17 18 19 20 21 22 23
1987 - —757 10941 2730 -2350 —6618 3449 4782 —1333 9990 4970
1988 7187 335 19039 2920 -3733 -4864 2823 6579 -3756 11550 1130
1989 33230 -531 25506 3310 -2248 12751 2000 10604 —-8604 13129 -
1990 9411 -—418 17401 3427 -2317 —2664 1477 9724 —8247 14555 -
1991 11882 -2206 10361 3528 -2003 4846 1086 6854 —5768 14528 8880
1991
July 10515 - 1877 13546 3740 -2127 959 1236 8074 -6838 13840 1090
Avg. 12159 -1078 12707 3631 -2133 47138 1212 7993 —-6781 13614 370
Sept. 13289 285 11842 3542 -2105 7379 1172 7973 -6801 13621 610
Oct. 13587 13383 11047 34717 -2066 21460 1143 789 -6753 13500 4090
Nowv. 20743 -1580 10276 3519 -2064 14470 1120 7457 -6337 13490 6650
Dec. 11882 -2206 10361 3528 -2003 4846 1086 6854 —-5768 14528 8880
1992 .
Jan. 7136 -651 9928 3806 -1947 2310 1053 5974 — 4921 13323 10640
Feb. 2982 468 9891 3869 -1935 637 1030 5535 -4505 13271 11110
March 3508 -219 9783 3521 -1925 -1048 995 5287 -4292 14243 13030
April 11306 -1997 9856 3917 -1899 5269 967 4513 -3546 13822 16450
May 8562 -750 9851 3709 -1923 3593 946 3775 -2829 13787 20600
Jume 10380 -152 9773 3483 -1882 5820 904 4022 -3118 13896 21790
July 14 304 - 7 507" 9812 3654 -1818 2457 882 13790 19350

! Liquidity position of deposit banks, net, as from 3 July 1992.

3851 -2969
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2. THEBANK OF FINLAND'S MONEY MARKET OPERATIONS AND
THE FORWARD MARKET
2.1 THE BANK OF FINLAND'S MONEY MARKET OPERATIONS AND
THE CALL MONEY MARKET, MILL. FiM

During Purchases of Sales of Matered Impact on Call money Call money Total
period money market money money market liquidity credits deposits netchange
instruments market instruments, {1-2-3) {4+5-6)
Instruments net
1 2 3 4 5 6 7
1987 1263 23 658 - 17 520 - 4875 - 6818 626 -12319
1988 13 840 19190 - 16850 11500 463 — 629 12 592
1989 131110 3855 99 245 28010 - 425 441 27 144
1990 163 326 26 379 160797 - 23850 -38 - 151 -23737
1991 109 568 30380 81 969 -2781 - 1788 - 4569
1991
July 6865 160 7 366 — 661 =71 - 190 - 542
Avg. 11430 280 7 380 3770 21 -778 4 569
Sept. 11670 680 10 360 630 277 - 1086 1993
Oct. 15350 6710 8990 - 350 13086 -12 12748
Nowv. 9 850 6 340 7 020 -3510 -13371 1592 - 18473
Dec. 2430 6 660 2260 - 6490 -13 613 -7116
1992
Jan. 2 000 7790 -80 -5710 3 - 1552 - 4155
Feb. 1710 8 460 1170 -7920 476 —~ 643 - 6801
March 2000 9420 -5290 -2130 — 466 221 -2817
April 11 310 17 310 -9200 3200 -13 1765 1422
May 6 630 15240 1930 - 10540 - - 1247 -9293
June 8 200 14 860 - 6600 - 60 3 - 595 538
July 11700 13 300 -9798 8198 -3 7 352 843

! Liquidity credits as from 3 July 1992.



2.2 FORWARD
EXCHANGE MARKET, miLL. Fim
End of Banks' forward posHions with
period
Domestic companies Foreign Bank Total, net
banks, net of Finland, net (3+4+5)
Forward exchange Forward exchamge Net
bought by banks sold by banks {1-2)

1 2 3 4 5 6
1987 21 671 1158 20513 ~233 - 1287 18994
1988 16 488 1543 14946 9086 _377 23 654
1989 10531 3563 6967 8031 205 15204
1990 11 609 4979 6631 10100 - 6098 10633
1991 33 004 36 352 - 3348 2550 8953 8155
1991
June 16 144 23123 -6980 8 500 3159 4679
July 16228 20 422 - 4194 5350 3257 4413
Avug. 16 961 30053 - 13092 7757 3187 -2148
Sept. 17 020 38 496 - 21477 13 454 3947 - 4076
Oct. 22174 53395 -31222 9433 9034 - 12755
Nov. 37 546 51191 - 13645 1551 9 601 - 2493
Dec. 33004 36 352 -3348 2 550 8 953 8155
1992
Jan. 31732 27 973 3759 4673 8276 16708
Feb. 31502 25516 5987 2 441 3774 12202
March 27 850 22720 5130 5216 2937 13283
April 29812 27 586 2227 — 423 5815 7619
May 29 457 24 458 4999 408 5531 10938
June 28 942 28 750 192 4412 807 5411
2.3 BANKS CENTRAL BANK POSITION, miLLFiM
Average of Call money BankCDs Grossdebt Callmomey Holdingsof Cashreserve Grosscluim Net
dail } credits loldbyk fo the Bank deposits CDsisswed depesits onthe Bunk position
observations the Banl of Finland by the Bank of Finland {3-7)

of Fimland {(1+2) of Finland (4+5+6)

1 2 3 4 5 6 7 8
1987 481 1581 2062 703 4705 10092 15501 -13439
1988 128 2190 2319 621 5044 15159 20824 -18505
1989 373 15146 15519 403 465 23035 23903 - 8384
1990 142 24 056 24198 790 1924 23 406 26120 -1922
1991 936 12 293 13229 868 2728 14154 17 749 - 4520
1991
July 34 10038 10073 1132 1856 14 142 17130 - 7057
Aug. 24 10002 10026 865 683 13 492 15040 -5014
Sept. 219 14 983 15202 418 412 12678 13508 1694
Oct. 5126 12287 17 413 405 2094 11817 14316 3098
Nov. 4 422 20294 24716 429 4043 10996 15468 9248
Dec. 36 15685 15721 743 10325 10279 21 347 - 5626
1992
Jan. 33 9212 9246 937 9728 10 347 21012 11766
Feh. 50 4521 4571 548 10951 9 925 21424 -16853
March 88 3923 . 401 366 10794 9 888 21047 -17036
April 1064 8 904 9968 989 13706 9785 24480 -14512
May 87 9193 9279 670 18765 9 856 29 291 -20012
June 33 8725 8758 785 20852 9 848 31485 -22727
July 27' 12578 12 605 3503 21817 9774 35094 - 22489

! Liquidity credits as from 3 July 1992.



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

Average of Inter-bank

Bank of Finland Cash reserve

::Ily .I .:“ overnight HELIBOR rates requirement
1 3 6 12 Call Call Base Ordinary Additional
month months months months money mol rale {average)

credit dej
rate rafe
1 2 3 4 L] 6 7 8 9 10

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

1991

July  9.48 10.09 10.69 11.19 11.52 15.00 4.00 8.50 52
Avg. 10.20 10.62 11.09 11.28 11.50 15.00 4.00 8.50 4.9
Sopt. 19.84 14.80 13.20 12.45 12.07 15.00 4.00 8.50 4.6
Oct. 15.72 15.95 14.38 13.01 12.46 15.00 4.00 8.50 4.3
Nov. 20.94 16.75 14.66 13.25 12.77 16.23 4.00 8.50 4.0
Dec. 10.89 12.55 12.78 12.71 12.63 15.00 4.00 8.50 4.0

1992

Jan. 11.41 12.09 12.25 12.33 12.39 15.00 4.00 8.50 3.7
Feb. 10.74 11.78 11.74 11.74 11.75 15.00 4.00 8.50 3.7
March 14.27 12.95 12.38 12.08 11.99 15.00 4.00 8.50 3.7
April 17.24 15.94 14.21 13.38 13.04 15.00 4.00 8.50 3.7
May 14.39 14.05 13.73 13.28 13.10 15.00 4.00 9.50 3.7
June 13.58 13.58 13.70 13.83 13.76 15.00 4.00 9.50 3.7
July 13.47 13.45 13.96 14.19 14.07 14.37' 1213 9.50 3.7

! Liquidity credit rate as from 3 July 1992.

3.2 WEIGHTED EURORATES 3.3 COVERED EURODOLLAR RATE,

AND COMMERCIAL PER CENT

ECU INTEREST RATE, per CENT
Avera ECU 3 14 Commercial Avera 1 3 [ 12
of d-ll%e currencles currencles EcU of b:::- month months months  months
vations 3months :Iﬂ.lll

1 2 3 4 1 2 3 4

1987 7.0 5.6 8.0 7.1 1987 9.8 9.9 9.9 10.1
1988 6.9 6.0 8.0 6.9 1988 9.5 9.8 99 10.2
1989 9.3 8.4 9.9 9.3 1989 11.8 12.1 12.1 12.1
1990 10.5 9.1 10.9 10.4 1990 13.2 13.7 13.9 14.1
1991 10.1 8.5 9.9 9.9 1991 13.5 13.0 12.6 12.4
1991 1991
July 10.0 8.5 9.6 10.0 July 10.3 11.0 11.4
Aug. 10.0 8.4 9.6 9.9 Avg. 11.1 10.9 1.3 11.5
Sept. 9.8 8.3 9.4 9.8 Sept. 14.9 13.4 12.5 12.0
Oct. 9.9 8.3 9.5 9.9 Oct. 15.7 14.4 13.0 12.3
Novw. 10.0 8.2 9.5 10.0 Nov. 16.3 14.3 13.1 12.6
Dec. 10.4 8.2 10.1 10.6 Dec. 11.9 12.4 12.3
1992 1992
Jan. 10.2 8.0 9.8 10.4 Jan. 11.7 12.0 12.0 12.1
Feb. 10.2 8.1 9.7 10.3 Feb. 11.5 11.5 11.5 11.5
Mll:ell 10.3 8.2 9.7 10.2 March 12.8 12.2 11.9 11.8
April 10.3 8.2 9.7 10.2 April 15.4 14.1 13.4 - 1341
May 10.2 8.1 9.6 10.2 May 13.9 13.5 13.1 13.0
June 10.4 8.0 9.7 10.5 June 13.3 13.4 13.6 13.5
July 10.7 7.9 9.8 10.8 July 13.3 13.8 14.1 13.9



3.4 RATES OF INTEREST APPLIED BY BANKS, per CENT

frorage Lending Markka depesits and other markka funding
fiod Now credits loniiey, Ofwhids ménth  wuxe:  raveol” roteel ratee

Cheque  Bills of Loans New rafe - fax- i | st | |

account  ox- lending, mer- m-? deposits, on onother onmarkka

and posi- change total dal depesits' max. deposits fending funding

al gire hanks rate of

credits inforest'

1 2 3 [ ) 5 6 7 8 9 10 11

1987 10.50 12.31  10.01 10.62 8.99 8.91 7.00 2.75 4.47 10.13 5.29
1988 10.22 12.27 10.50 10.72 9.88 9.74 8.00 3.75 524 9.80 6.20
1989 1297 13.47 11.58 12.07 10.56 10.40 7.50 450 5.67 11.92 7.37
1990 1324 15.62 13.33 13.85 11.84 11.61 7.50 4.50 6.43 13.55 8.41
1991 13.63 15.88 13.40 13.84 12.08 11.80 7.50 4.50 7.10 13.22 8.97

1991

Jume 1398 1555 13.02 1354 1191 11.56 7.50 4.50 705 1235 8.61
July 12.00 1554 1280 13.19 11.67 11.28 7.50 4.50 679 11.69 8.21
Awg. 1254 1535 1270 13.09 11.70 11.38 7.50 4.50 682 11.73 8.29
Sept. 1281 1574 1378 1396 1196 11.76 7.50 4.50 6.95 1295 8.87
Ocl. 1248 16.07 13.83 1401 1219 1196 7.50 4.50 718 13.63 9.36
Now. 1419 1629 13.71 1416 1221 11.87 7.50 4.50 724  13.63 9.41
Dec. 1015 1525 1235 1251 1215 11.79 7.50 4.50 7.08 12.63 8.71

1992

Jan. 1252 1542 13.14 1341 1206 11.76 7.50 4.50 719  12.29 8.66
Feh. 13.79 1558 1296 13.47 1200 11.76 7.50 4.50 7.21 12.15 8.67
March 1421 1573 1336 1381 1197 11.70 7.50 4.50 723  12.32 8.77
Aprll 1231 1624 1375 1406 1208 11.76 7.50 4.50 7.33 13.09 9.16
May 1534 1559 13.82 1422 1250 1221 7.50 4.50 742 1295 9.12
June 1517 1547 14.04 1439 1261 1229 7.50 4.50 742 12.94 9.15

! End of period.

3.5 YIELDS ON BONDS AND DEBENTURES, per CENT

Period Secondary market yields :I'Q'Ied'
Reference rates Taxable Taxable Taxires on h:ﬁblo
Iho?-h:ll.:i.i‘hmnd .:-':;:I- public Issued by: public public
honds Financial -
3 5 instite- rmom
years yours tions

1 2 3 4 5 6 7 8
1987 . .. . 11.2 11.1 11.2 8.1 10.7
1988 10.7 10.8 10.6 10.6 10.6 10.6 7.8 10.4
1989 12.2 12.0 12.1 11.9 12.0 12.0 8.1 1.7
1990 13.7 13.5 13.2 13.3 13.3 13.2 9.2 13.0
1991 12.3 12.2 11.9 12.6 12.5 13.0 10.0 11.7
1991
June 11.5 11.5 11.1 11.7 11.5 12.7 10.1 11.1
July 11.8 11.7 11.2 12.4 12.2 12.6 10.0 10.8
Avg. 11.7 1.7 11.2 11.9 11.9 12.3 2.8 11.2
Sept. 11.7 1.7 11.3 12.2 12.0 12.7 9.6 11.3
Oct. 11.8 11.7 11.4 12.2 12.2 12.7 9.6 11.1
Nov. 12.4 12.3 12.1 12.5 12.5 12.5 9.6 11.2
Dec. 12.7 12.7 12.4 13.6 13.6 13.1 9.9 12.2
1992
Jan. 12.5 12.5 123 13.0 12.9 13.1 10.0 11.9
Feb. 12.1 12.0 11.2 12.7 12.4 12.9 9.8 1.3
March 12.1 12.1 11.3 12.4 12.4 12.6 9.8 11.4
April 12.8 12.7 11.9 12.8 12.7 14.0 9.8 12.0
May 13.0 12.9 11.8 13.0 12.6 13.9 9.8 11.9
June 13.3 13.2 12.2 14.2 14.2 . 10.2 12.3



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

Average NewYork Monireal London Dublin Stockholm Oslo Cop Frankf A Br Zurich
of daily hagen aM dam
lq:l‘l'ons 1USD 1¢CAD 168P 11EP 1SEK 1NOK 1DKK 1DEM 1NLG 1BEF 1CHF
1 2 3 4 5 6 7 8 9 10 11
1987 4,404 3325 7.213 6.556 0.6952 0.6547 0.6444 2.4514 2.1755 0.11806 2.9563
1988 4.19] 3.412  7.466 6.397 0.6848 0.6444 0.6235 2.3895 2.1233 0.11421 2.8700
1989 4295 3.632 7.051 6.104 0.6673 0.6234 0.5886 2.2879 2.0281 0.10925 2.6306
1990 3.831 3.287 6.827 6.347 0.6479 0.6130 0.6197 2.3721 2.1053 0.11480 2.7635
1991 4.053 3543 7.159 6.540 0.6713 0.6264 0.6345 2.4464 2.1709 0.11887 2.8300
1991
July 4298 3.745 7.087 6.434 0.6647 0.6169 0.6217 2.4030 2.1332 0.11679 2.7733
Aug. 4245 3710 7.148 6.509 0.6705 0.6232 0.6292 2.4323 2.1582 0.11820 2.7906
Sept. 4143 3646 7.148 6.530 0.6711 0.6244 0.6323 2.4405 2.1656 0.11853 2.7910
Oect. 4.127  3.661 7113  6.534 0.6706 0.6243 0.6323 2.4413 2.1667 0.11863 2.7910
Nov. 4202 3.722 7.475 6.920 0.7091 0.6600 0.6670 2.5893 2.2979 0.12575 2.9249
Dec. 4266 3.732 7.774 7.249 0.7440 0.6912 0.6989 2.7192 2.4131 0.13206 3.0708
1992
Jan. 4305 3.725 7.796 7.266 0.7496 0.6946 0.7031 2.7270 2.4215 0.13248 3.0696
Feh. 4.431 3.751 7.877 7.309 0.7543 0.6986 0.7061 2.7354 2.4312 0.13289 3.0435
March 4541 3.812 7.835 7.298 0.7542 0.6974 0.7047 2.7329 2.4281 0.13286 3.0111
April 4503 3793 7916 7290 0.7558 0.6982 0.7054 2.7330 2.4278 0.13288 2.9715
May 4410 3.682 7996 7.276 0.7560 0.6982 0.7048 2.7212 2.4174 0.13226 2.9589
June 4298 3597 7.966 7.289 0.7564 0.6987 0.7084 2.7288 2.4223 0.13265 3.0111
July 4085 3.430 7.845 7.312 0.7565 0.6986 0.7122 2.7406 2.4306 0.13309 3.0636
Average Paris Rome Vienna Lisbon Reykjavik Madrid Athens Tokyo Mel- ECU SDR
of daily bourne Commer-
quo- cial
tations 1 FRF 1iTL 1ATS TPTE 1I1SK 1ESP 16GRD 1JPY 1AUD 1XEU 1XDR
12 13 14 15 16 17 18 19 20 21 22
1987 0.7345 0.00341 0.3488 0.0315 0.1163 0.0358 .. 0.03050 3.106 5.075 5.68010
1988 0.7060 0.00324 0.3401 0.0294 0.1006 0.0361 . 0.03273 3.309 4.954 5.61826
1989 0.6757 0.00315 0.3254 0.0276 0.0782 0.0364 0.03122 3.423 4.731 5.49375
1990 0.7054 0.00321 0.3374 0.0271 0.0681 0.0377 .. 0.02654 3.011 4.875 5.18345
1991 0.7208 0.00328 0.3479 0.0283 0.0710 0.0392 0.0234 0.03016 3.176 5.019 5.53082
1991
July 0.7095 0.00324 0.3417 0.0281 0.0711 0.0385 0.0230 0.03117 3.331 4.938 5.66884
Awg. 0.7172 0.00327 0.3459 0.0286 0.0715 0.0391 0.0230 0.03103 3.338 4.992 5.65829
Sept. 0.7186 0.00328 0.3471 0.0287 0.0713 0.0390 0.0230 0.03080 3.304 5.002 5.59644
Oct. 0.7177 0.00328 0.3472 0.0286 0.0713 0.0388 0.0230 0.03158 3.291 5.000 5.61024
Nov. 0.7593 0.00345 0.3681 0.0299 0.0743 0.0410 0.0241 0.03243 3.324 5.285 5.80952
Dec. 0.7973 0.00361 0.3865 0.0309 0.0771 0.0427 0.0250 0.03329 3.317 5.530 5.98926
1992
Jan. 0.8011 0.00363 0.3877 0.0317 0.0777 0.0432 0.0250 0.03439 3.237 5.560 6.04989
Feb. 0.8051 0.00366 0.3893 0.0320 0.0783 0.0437 0.0250 0.03474 3.350 5.594 6.14937
March 0.8066 0.00365 0.3887 0.0320 0.0785 0.0434 0.0249 0.03419 3.464 5590 6.19184
April 0.8096 0.00364 0.3885 0.0323 0.0784 0.0435 0.0241 0.03375 3.453 5.596 6.16396
May 0.8109 0.00363 0.3870 0.0329 0.0780 0.0436 0.0240 0.03376 3.353 5.591 6.11371
Jume 0.8121 0.00362 0.3879 0.0331 0.0777 0.0435 0.0234 0.03388 3.271 5593 6.05642
S8 July 0.8136 0.00363 0.3898 0.0326 0.0769 0.0432 0.0230 0.03252 3.064 5.595 5.88609



.
4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

a ge Markka value of the ECU Currency indices. 1982=100
of daily FIM/ECU Deviation Bank of Finland's Payments MERM
observa- from the trad ighted Y index
tions midpoint, % currency index Index

1 2 3 4 5
1987 5.08273 . 103.3 103.97 106.1
1988 4.96108 . 102.0 101.77 104.7
1989 4.73670 . 98.4 99.0r 102.8
1990 4.85697 . 97.3 96.7¢ 97.3
1991 5.00580 . 101.4 101.37 102.8
1991
July 4.92615 1.0 100.8 102.37 104.6
Aug. 4.98131 2.2 101.6 102.67 104.7
Sepi. 4.99324 2.4 101.5 102.07 103.9
Oct. 4.98879 2.3 101.5 101.8"  104.2
Nov. 5.27668 0.9 106.8 106.4r 108.3
Dec. 5.52866 -0.5 111.5 110.37 111.9
1992
Jan. 5.55238 -0.1 112.1 111.r 113.0
Feb. 5.58207 0.4 112.9 112.57 114.4
March 5.57515 0.3 112.9 113.1r 115.0
April 5.58563 0.5 112.9 112.97 114.5
May 5.58167 0.4 112.7 112.2r 113.6
June 5.58600 0.5 112.6 111.4 112.8

July 5.58744 0.5 111.9 109.6 110.3



5. OTHERDOMESTICFINANCING
5.1 BANKFUNDING FROM THE PUBLIC, miLL Fim

End of Cheque Trans- Time Other Markka Foreign Total Other Total
period and action deposhis depesits deposits, currency depeslis funding funding
gire depesits total depesits ({5+6) {7+8)
deposis - (1+2+3+4)
1 2 3 4 -] 6 7 8 9
1987 21 327 76 160 83 248 180735 3923 184658 17892 202550
1988 25473 76 958 121 670 224102 4643 228745 28844 257 589
1989 28 942 85396 125748 240 085 7358 247 444 35298 282742
1990 30953 96176 124 930 252 058 6818 258876 38835 297711
1991 33619 86442 122126 19615 261802 13151 274953 52760 327713
1991
April 26 204 83128 120397 18 693 248 422 10264 258 686 47977 306 663
May 27 279 84918 120217 18685 251098 10137 261235 52377 313612
June 29916 86765 118644 19341 254 667 10448 265114 47550 312665
July 29 535 86235 118362 19368 253500 9746 263245 49001 312246
Aug. 27 517 86732 118573 18569 251 391 11633 263024 53386 316410
Sept. 28 607 84769 119427 18087 250890 12476 263 366 58761 322127
Ocl. 28 160 83526 120091 17992 249769 15774 265543 58038 323582
Nov. 28911 83328 121547 18277 252063 16779 268841 58774 327 615
Dec. 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992
Jan. 32780 84 701 123513 19094 260087 12274 272 361 54706 327 068
Feb. 29417 86031 123652 18666 257767 12350 270117 56202 326319
March 30899 87563 123296 18185 259943 11805 271748 54436 326184
April 30762 86090 124087 18119 259058 12665 271722 59353 331076
5.2 BANKLENDING TO THE PUBLIC, miLL. Fim
End of Cheque Bills of Louns Markka Forelgn Total
period account exchange lending, currency lending
and pestal total creodits (4+5)
giro credits - (1+2+3)
1 2 3 4 5 [
1987 8 507 5177 180 360 194 044 36 954 230998
1988 11358 5920 234268 251 545 50235 301780
1989 15270 5650 257 768 278 688 73176 351864
1990 19152 5777 260790 285720 103134 388853
1991 18 037 4712 262 859 285 609 107714 393323
1991
April 18292 5416 259 028 282736 104 407 387 143
May 17798 5271 259 334 282 404 106 066 388 470
June 17 947 5190 259 851 282 988 106 895 389 884
July 17787 5021 259 880 282 687 107 005 389 693
Aug. 18 679 4925 260927 284 531 106 764 391295
Sept. 18 677 4873 262019 285519 105186 390704
Oct. 18419 4714 263042 286 175 105113 391 288
Nov. 17 978 4576 262 685 285239 113156 398 395
Dec. 18037 4712 262 859 285 609 107714 393323
1992
Jan. 17 450 4167 262 309 283 926 107 075 391001
Feb. 17 650 4099 262813 284 563 105703 390266
March 17 215 3996 260983 282194 102 701 384 895
S10 April 17 407 3927 259782 281116 101 104 382220



5.3 MONEY SUPPLY AND MONETARY AGGREGATES, MILLFiM

E-dl:l‘ Foreign Domesticcredit ::::,
peri M, M, M,
e e e ' =
government
1 2 3 4 5 6 8
1987 - 25484 14977 277 068 262 090 - 45769 105829 190 837 206 175
1988 -40670 -15356 353 681 338 325 -63387 111259 234 268 256 947
1989 -59049 -18691 408 344 389 653 —-79084 124295 251519 272 603
1990 -82881 -19072 453720 434 648 ~-85385 141524 266 383 291045
1991+ - 86555 -6516 470 852 464336 -103415 129769 274 365 310048
1991+
April - 81026 -9228 455 339 446110 -104051 119229 261033 290233
May - 81899 - 9348 456 850 447 502 -99199 124190 266 403 297 849
June -79812 - 9513 458 943 449430 -101091 127454 268 528 298 899
July — 84 565 -9819 465 252 455432 -103538 126403 267 329 296 597
Avg. - 79060 -9139 467 590 458451 - 114167 124941 265224 296 956
Sept. - 75824 - 9420 467 933 458514 -118380 123637 264 310 299216
Oct. -76079 - 8627 469 184 460557 -121185 122012 263 293 304 260
Nov. - 85011 -7109 482 382 475274 125671 121627 264 592 301 299
Dec. - 86 555 -6516 470 852 464336 -103415 129769 274 365 310048
1992+
Jan. - 92949 - 5295 471797 466 502 -99925 127 440 273 629 311 649
Febh. - 86492 — 4895 470980 466085 -108895 125001 270698 305822
March - 87007 -5201 467 987 462785 -102956 127838 272 822 310875
April - 83331 - 4726 465 590 460864 - 105286 126684 272 247 315113
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, miLL. Fim
End of Foreign corroncy-denominated debt Maridka-denominated debt Total Out- Cash
period col I stand- funds
Bonds  Other Long- Total Public Other Treasury Total govern- In,
bonds form {1+2+3) bonds long- notes (5+6+7) ment lending
and promls- ferm and debt
deben- sory Habil- bills (4+8)
fures nofes itles
1 2 3 4 5 6 7 8 9 10 11
1987 20407 2697 5576 28680 22121 4692 3018 29831 58511 38436 11553
1988 20202 1804 4273 26279 24243 5272 2290 31805 58084 41011 15858
1989 18 505 852 3429 22786 24126 5750 250 30126 52912 43499 21248
1990 20917 732 3144 24793 23982 8263 - 32245 57038 48121 23114
1991 38703 2437 2506 434646 31018 12208 5180 48406 92052 55319 15956
1991
June 24909 1828 2669 29406 26754 7608 2330 36692 66098 52139 17306
July 25760 1813 2689 30262 27122 9008 2330 38460 68722 52706 17215
Aug. 26028 1837 2633 30498 28315 9008 2330 39653 70151 53330 15108
Sept. 28417 1817 2350 32584 29058 9008 2530 40595 73179 53998 16859
Oct. 32338 1848 2362 36548 30070 9008 2670 41748 78296 54858 17991
Nov. 37875 2014 2601 42490 30825 10408 4180 45413 87903 55105 16909
Dec. 38703 2437 2506 43646 31018 12208 5180 48406 92052 55320 15956
1992
Jan. 38613 2525 2500 43638 31064 12205 6881 50150 93788 55994 11536
Feb. 45885 2904 2466 51255 32232 12205 6430 50867 102122 56721 17967
March 47575 2843 2401 52819 32629 12199 7201 52029 104848 55581 18423
April 53972 2837 2383 59192 32814 11614 7257 51685 110877 56113 17029
May 55006 2861 2376 60243 33881 11460 8257 53598 113841 .. 21068
June 60146 3099 2166 65411 34316 11460 10384 56160 121571 .
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e
5.5 MARKKA BOND MARKET
A)  ISSUES, miLL. Fim

Durin: Total
perlod' By sactor . Ry type of loan (1+2+3+4+3)

e i 11 P N Privet =

rations  institutions government .cvl:r;:noni Others Publlc issses placings {6+7+8)

Taxable Taxfree
1 2 3 4 5 6 7 8 9

1987 4477 2510 8119 206 69 9 409 8830 4142 22 380
1988 3027 8418 6 889 268 61 7 861 6522 4280 18 663
1989 4204 11022 5717 233 13 11146 2997 7 046 21189
1990 4 640 17 891 4420 490 1007 17 234 607 10607 28 447
1991* 7277 25 864 11073 1320 - 30168 - 15366 45 534
1991+
June 880 3207 - 315 - 2355 - 2047 4 401
July 1592 2097 - - - 1505 - 2184 3689
Avg. 275 817 4693 50 - 5680 - 155 5835
Sept. 449 1411 300 250 - 2261 - 149 2410
Oct. 327 1300 205 403 - 623 - 1612 2234
Nov. 1142 2 646 100 223 - 1613 - 2 497 4111
Dec. 244 6343 - - - 4100 - 2486 6586
1992*
Jan. 662 846 4 465 70 - 5360 - 683 6043
Feb. 770 2 343 - 450 - 2293 - 1270 3563
March 442 1279 235 310 - 1772 - 494 2266
April 53 1579 - 570 4 405 - 1801 2206
May 1169 1353 2220 171 - 3922 - 991 4913
June 1242 966 215 42 - 1311 - 1154 2 465

B) STOCK, miLL. Fim

End of secte Total
poriod By secter By typeetloan (142+3+4+5)
Corpe- Financial Contral Local Others Publicissues Private =
rations  institutions gevernment gevernment placings (6+7+8)
Taxable Taxfree
1 2 3 4 8 6 7 8 9
1987 17 509 36773 26518 1200 232 24 831 28229 29172 82232
1988 19195 42 892 28 953 1413 292 32028 30054 30663 92745

1989 21463 50216 29 381 1555 290 41162 27742 34001 102906
1990 23 522 59756 28812 1756 1298 52273 22970 39902 115145
1991* 26 632 76701 35195 2766 3726 76346 18096 50578 145020

1991*

n 23 269 67 588 30932 1760 4395 63588 19971 44384 127943
m 25034 69 492 33235 2037 3744 70002 18614 44926 133542
v 26 632 76701 35195 2766 3726 76346 18096 50578 145020
1992*

1 26 650 77 864 36796 3555 3724 80892 15977 51720 148589
n 26 383 80295 37744 4 306 3721 83427 15314 53707 152449
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5.6 HELSINKI STOCK EXCHANGE

:'v::? e Share prices Turnever', mill. FIM
ohser- - Shares Ronds Tetal
vations o HEX index {28 Dec., 1990=1000) a .b‘ &‘
= PRy sul= on=
share By L= By Industry serip- fures
index Re- Non- Banks Insur- Manu- tiom
stivicled re- and ance facter- Ofwhich rights
stricted finunce and ing
Invesi- Ferest Metal Cen-
ment Indus- and glom-
tries engl- orales
neer
ing
1 2 3 4 5 6 7 8 4 10 11 12

1987 1284 1264 1385 1449 1054 1285 1421 1342 1369 26641 4604 31245
1988 1692 1727 1473 1825 1371 1705 1591 1629 2013 31734 5718 37452
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536
1990 1330 1322 1393 1260 1182 1374 1435 1281 1472 15521 4550 20071
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7 655

July 983 971 1076 912 942 1023 1032 1094 1076 307 51 \358
Avg. 986 971 1095 915 950 1025 1049 1098 1073 324 58 382
Sept. 914 897 1032 829 904 948 1007 1037 974 373 61 433
Oct. 846 833 945 755 807 891 988 994 889 447 40 487
Nov. 831 819 927 727 745 884 1038 978 856 406 36 442
Dec. 787 779 853 664 618 857 1060 955 807 487 125 612

1992

Jan. 852 837 961 681 646 950 1187 1056 909 790 69 859
Feb. 904 889 1011 649 653 1040 1252 1244 990 648 65 712
March 858 845 959 595 612 991 1159 1204 i1 581 11 622
April 805 791 907 530 552 941 1124 1171 878 418 23 441
May 849 838 929 542 538 1014 1202 1317 950 674 104 778
June 788 776 877 411 474 972 1182 1298 904 606 511 1118
July 722 710 811 345 425 901 1082 1210 835 406 902 1308

! During period.
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6. BALANCE OF PAYMENTS, FOREIGN LIABILITIES AND ASSETS
6.1 CURRENT ACCOUNT, wmiL.rm

Trans-

Durl .’ Exporis ey

Services Exporis Invesi-

ruolpls urvlus roulpll, ol
fotal

r

,.o.b.

(2+3+4) :ervlrl

Trans-
ods ment

Income other

Cerrent Imporis Trans-
forsand accownt
recelpts g

Income (6+7+8) c.if.

of

oods, ::‘?
fure

ox=
pondi- eox-
fure

Travel Other

services

pendi-
tore

83826
91313
98265
99750
91263

6387
7026
7662
8347
8111

1987
1988
1989
1990
1991*

1989

27418 1879
1990

1 24 356
n 26 482
m 22902
26010

1984
2096
2189
2078

1991*

i 21988
n 21245
m 22790
25240

1842
1998
2155
217

| 24796 1890

3736
4280
4497
4 650
5041

6099
6132
6277
6081
5218

1129 2114

794
1070
1598
1188

1621
1546
1186
1728

914
1256
1628
1242

1340
1140
1124
1613

1130 1502

16222
17 438
18436
19077
18370

5122

4399
4712
4973
4994

4097
4394
4907
4972

4521

100048
108750
116701
118 827
109 633

32 540

28755
31194
27 875
31004

26 085
25 639
27 697
30212

29317

7

6162
9377
10212
12739
13875

3231
4415
3652
4461
5112

3211 944

3190
3299
2607
3642

1084
1142
1104
1130

3552
3586
3462
3274

1239
1323
1232
1318

3586 1282

109 441
122 543
130 565
136 027
128 619

36 694

33028
35635
31 587
35776

30876
30549
32390
34805

34185

81867
91232
104 400
101 967
86 696

29708

24733
27 406
23063
26765

22093
20972
20602
23029

22794

2610
3338
3869
4363
4082

1080

928
1104
1054
1277

897
1074
112

999

915

6488
7390
8759
9503
10968

6811
7907
8 969
10766
11089

2446 2285

2514
2581
2912
2760

2250
2190
2089
2974

2592
2583
2899
3014

23830
2597
2447
3095

2726 3175

Durin J lorvlm lmporll
porl
Iun, g“dl
tolal and
(11412 services
+13) (10+14)

Invest- Trams-

ex- i
fure : po-dl-
fore

Curront Trade Trans- Travel Other Services Goods
ment fersand account account nd

(|s+u
+17)

her -
cl :fpon {1-10)

2-11) 1 (4-13)

account a
{20+21 servi-
+22)

Invest-
ment
income,

cos net
account (7-16)

(19+23)

Trans- Current
fors account
and (24+25
others, +26)=
net (9-18})

(8-17)

1987
1988
1989
1990
1991°*

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

1989
L 5811 35519
1990

1 5693
I 5874
m 6054

N 7011

30426
33281
29117
33776

1991*

1 6319
]| 6254
m 6458
v 7108

28411
27 226
27060
30137

| 6815 29609

16 17

13356 5860
17033 6975
21882 7561
26973 8967
29433 10172

6299 1827

6218
7198
6415
7141

2167
2378
2132
2289

8168
7555
6921
6788

2973
2161
2169
2869

8718 3039

116990
133874
155 439
162 540
152 440

43645

38811
42 857
37 665
43206

39 552
36943
36150
39795

41367

1960
80

-6134
-2218

4567

-2291

-378
-924
- 161
-755

-104

273
2188
221

2001

3778 -3075 -390
3689 —3627 - 1258
3793 -4 471 -2482
3984 -6117 -3422
4030 -6048 -5750

799 -1316 -171

1056 -1720
992 - 1511 -644
1136 -1314 -903
801 - 1572 -1246

- 629

945 1678 - 1489
924 - 1327 - 1457
1043-1271-1323
1118 -1772 -1 481

975 - 1596 - 1673

313 2273
-1196-1116
-3160 -9294
-5555-7772
~7769 -3202

- 689 -2980

-1293 -1671
-1163 -2087
-1082-1243
-2017 -2772

~2222 -232%
- 1860 - 1587
-1551 637
-2136 75

-2294 -292

-7194
- 7656
-11670
-14234
- 15559

-3088

-3028
- 3899
- 3808
- 3499

-4616
-3969
- 3460
-3514

~-5132

26 27

~-2629 -7550
-2560- 11331
-3910-24874
- 4506-26513
-5060-23820

- 883 -6951

-5783
-7222
-6078
-7430

- 1084
-1236
-1028
-1159

-8676
-6395
-3760
- 4990

-1734
- 838
-937

- 1551

-1757 -7182
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6.2 CAPITAL ACCOUNT?, muL. rim

"ﬂu Imporis of long-term capiul Exports of long-form capital Long- Basic
perd Direst  Portiolic Loans Other Tetal Direct  Portfollo Loans Ofher Tolal  topfal Solonce
invest-  imvest- long- {1+2 invest- invest- long- (6+7  occount
mentin  mentin term +3+4) ment ment term +8+9) (5-10)

Finland Finland capital abroad abroad caphtal
1 2 3 4 5 6 7 8 9 10 11 12
1987 1165 9828 861 91 11945 5015 2285 1669 272 9241 2704 -4846

1988 2218 14355 3062 85 19720 10919 1248 3931 292 16390 3331 -8001
1989 2095 14756 8608 79 25538 13327 180 5323 273 19103 6435-18439
1990 3010 22656 19674 169 45509 12471 577 499 294 12843 32666 6153
1991* 131 34734 12639 561 48064 8501 -456 915 101 9060 39004 15184

1989
v 1012 2804 5323 75 9214 4136 -190 - 14 102 4034 5180 -1771
1990
I 575 6788 12238 126 19727 2038 302 1438 156 3934 15793 10010
n 326 2836 1657 -34 4785 2739 -425 2374 0 4688 97 -7125
[ [1] 85 6702 2518 -26 9279 2640 284 -2963 10 -29 9308 3230
v 2024 6330 3261 103 11718 5054 416 1348 128 4250 7468 38
1991*
1 549 8008 3402 -267 11693 2090 4 18 165 2278 9416 739
1] 358 14185 3779 484 18806 1697 -368 643 -19 1953 16853 10458
m -269 9400 2783 -61 11853 1966 402 -520 -2 1846 10007 6248
v -507 3140 2674 404 5712 2748 -494 774 - 44 2983 2729 -2262
1992+
1 690 4563 - 575 806 5484 2518 269 178 275 3240 2243 -4939
Durii Imports of shori-term capital Exporis of shori-term caplial Errors Shorl- Overall Change
perio and toerm  halance im confral
Shori- Trade Other Tolal Short- Trade Other Total omis- capital excl. bank's
torm crodits shorl= (13+14 ferm eredits short= {17+18 sions account reserve foreign
capital ferm +18) caplial torm +19) {16-20 move- eoxchange
imports eupital exporis capital +21) ments reserves
of au- of ou- . (12+22)
thorized
banks banks

13 14 15 16 17 18 19 20 2 22 23 24

1987 19324 -665 3835 22494 -6088 -183 1268 -5003 -6915 20581 15736 -15736
1988 10950 -399 -811 9740 2331 644 1995 4971 3415 8183 183 -183
1989 4285 1627 3679 9592 1462 475 710 2647 5533 12478 -5961 5961
1990 16258 1119 -1357 16020 -2290 -1254 1244 -2300 -9381 8939 15092 - 15092
1991* - 13133 822 -1195-13506 6049 963 3303 10314 2232 -21588 -6404 6404

1989

v -16243 2915 -148 -13476 — 11860 24 -615 -12451 -824 1849 -3620 3620
1990

1 19514 731 956 21201 8907 -593 1575 9889-10475 836 10847 -10847
H 9095 594 1742 7947 2936 -593 -103 2240 2192 7899 774 -774
m -1155  -201 517" -838 -729 -34 238 -525 -857 -1170 2059 -2059
v -11196 -6 -1088-12290 -13404 -34 -467 -13905 -241 1374 1412 -1412
1991*

1 18038 -1035 2412 19415 22472 -602 3978 25847 2591 -3841 -3102 3102
n - 10815 3 -588-11399 515 -516 1972 1971 691 -12679 -2221 2221
m - 16261 392 -541-16411 -3091 1048 1873 -170 3088 -13153 -6905 6905
v -4094 1461 -2478 -5111 -13847 1032 -4520 -17334 -4137 8085 5824 -5824
1992*

1 -201 120 3553 1661 -4080 899 1747 -1435 201 3297 -1641 1641

! Capital account data are based on surveys as from the beginning of 1991. The resulting figures conform more closely to the IMF's
recommendations. S15
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, ML Fim

End of Long-term liabilities Long-ierm assels Long-
period ferm
Direct Port- Loams Other Total Direct Port= Loans Other Total debt,
invest- follo long~ {(1+2+ invest-  folio long- {6+7+ net
montin  invest- torm 3+4) mont invest- form 8+9) {5-10)
Finland mentin capital abroad ment capital
Finland abroad
1 2 3 4 5 6 7 8 9 10 11

1987 10339 54317 30379 830 95865 17892 6975 15371 2192 42430 53435
1988 12673 68957 33117 915 115662 24199 8223 19417 2484 54323 61339
1989 16093 82313 40110 994 139510 33234 7680 24572 2757 68243 71267
1990 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228
1991+ 18782 143558 69264 5427 237031 57402 7353 27923 6161 98 839 138192

1989
v 16093 82313 40110 994 139510 33234 7680 24572 2757 68243 71267
1990
1 16556 85070 50790 1120 153536 34829 7898 25771 2913 71411 82125
n 16769 86559 52247 1086 156661 37124 7457 28102 2913 75596 81065

m 16741 90866 54362 1060 163029 39321 7330 24996 2923 74570 88459
1\ 4 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228

1991+
1 19200 111648 56270 4234 191352 46021 7214 25982 5914 85131 106221
n 19558 125678 61363 4741 211340 47718 6885 27086 6061 87751 123589

1 19289 130857 63708 4718 218571 49684 7302 26013 5934 88933 129639
v 18782 143558 69264 5427 237031 57402 7353 27923 6161 98839 138192

1992+

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

End of Short-term liabilitios Shork-torm assots Short- Debt, |Net  Netin-

peried ferm net invest- vesiment
Sankef Sherks Trade Other Total Bankof Shori- Trade Other Total liahil- (114+22) ment expendi-
Finland's ferm  credits short- (12413 Finland's ferm credits shorl- (17+18 ities, ox= turein
short-  llabll- term +14+18) short- assels form +19+20) net pondi- relation
ferm Tties of Nabil- term of assels {16-21) fure tocur-
liabil-  author- ities assefs  author- rent ac~
itles Ized ixed cownt

banks banks recelpts

12 13 14 15 16 17 18 19 20 21 22 23 24 25
1987 3362 73132 11470 9691 97654 31134 32310 15397 2663 81505 16150 69585 7194 6.6
1988 3341 83828 11070 9039 107278 32037 32108 16041 4789 84975 22303 83642 7656 6.2
1989 3558 88751 12697 12883 117889 25113 33569 16516 5666 80864 37024 10829111670 9.0
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 14135314234 105
1991* 3149 101837 14238 15765 134987 35922 35615 15841 10633 98011 36976 175169 15559 12.2

1989
v 3558 88751 12497 12883 117889 25113 33569 16516 5666 80864 37024 108291 3088 84
1990
1 4036 108663 13428 13808 139936 35895 42476 15924 7218 101513 38423 120548 3028 9.2

n 4195 118120 14023 12066 148404 36764 45412 15331 7126 104634 43770 124835 3899 109
m 4071 117679 13468 12544 147763 38454 44683 15297 7325 105759 42004 130463 3808 12.1
v 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 3499 9.8

1991*

1 3399 127305 12323 17314 160341 37748 48792 13766 11366 111672 48669 154890 4616 14.9
n 2889 117997 12318 17597 150801 36023 50406 13271 13753 113453 37348 160937 3969 13.0
m 2826 100908 12710 16845 133289 29006 47064 14326 15153 105549 27740 157379 3460 10.7
v 3149 101837 14238 15765 134987 35922 35615 15841 10633 98011 36976 175169 3514 10.1

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



6.4 FINLANDS LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, MiLL. Fim

End of Lomg-term labilities Long-ferm assels Long-
period form
Cor- Banks Ofther Central Other Tofal Cor- Banks Other Contral Other Total Nabll-
poraie finandal govern- (1+2+ porate finandal govern- (7+8+9 ities, net
sector institu- ment 3+4+5) sector institu- meont +10+11) (6-12)
tioms tioms
1 2 3 4 5 6 7 8 9 10 11 12 13
1987 39522 17365 9777 28691 509 95865 19493 16242 3403 2653 639 42430 53435
1988 46471 27427 14339 26926 499 115662 25093 21607 3573 3101 949 54323 61339
1989 58009 40199 17665 23063 574 139510 34828 26048 2313 3517 1537 68243 71267
1990 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228
1991* 78794 69325 31821 56377 713 237031 59707 29691 2092 4752 2597 98839 138192
1989
v 58009 40199 17665 23063 574 139510 34828 26048 2313 3517 1537 68243 71267
1990
1 63564 47288 19317 22763 604 153536 35903 27707 2388 3699 1714 71411 82125
]| 63097 49935 20635 22359 636 156661 37981 29908 2118 3734 1855 75596 81065
m 62837 54562 21377 23580 673 163029 39882 27193 1763 3772 1960 74570 88459
v 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228
1991+
1 70427 58297 25781 36123 724 191352 47990 28124 2114 4651 2252 85131 106221
1] 75950 65895 29985 38814 696 211340 50227 28028 2093 5040 2362 87751 123589
m 76261 66897 30358 44332 723 218571 52079 27556 2109 4655 2534 88933 1294639
v 78794 69325 31821 56377 713 237031 59707 29691 2092 4752 2597 98839 138192
1992+
1 80600 67645 32398 65370 1617 247630 62705 30634 2271 5367 2700 103677 143953

S17
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7. FOREIGN TRADE

7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT
THE TRADE BALANCE, MmiLL. FiM VALUE AND TERMS OF TRADE, 1980=100

Poriod Volume Unit value Terms of

:::lln Ex':;l-. Inp‘o'rls. lﬂ-;)“ Exporis Imporis Exporis Imports frade
1 2 3 1 2 3 5 5

1987 85516 82 807 2709 1987 118 119 138 119 116
1988 92 902 92118 784 1988 121 130 145 122 119
1989 99784 105516 -5732 1989 121 144 156 126 123
1990 101327 103027 -1700 1990 125 138 154 128 120
1991* 92876 87720 5156 1991* 114 115 154 131 118
1991* 1989
June 5294 6207 -913 v 134 163 157 126 125
July 8 026 7 070 956
Avg. 7 057 6706 351 1990
Sepi. 8156 7139 1017 1 122 134 153 128 120
Oct. 8 494 7 885 609 n 132 151 154 126 122
Nov. 8 950 7272 1678 m 114 124 155 129 120
Dec. 8 207 8130 77 v 130 139 154 133 116
1992* 1991*
Jan. 7 585 7218 367 1 110 117 154 131 118
Feb. 8282 7748 534 n 107 112 153 130 118
March 9331 8152 1179 m 113 109 156 132 119
April 8741 8425 316 v 124 118 156 135 116
May 9105 8090 1015
June 9021 8088 933 1992*

1 118 112 162 142 114

7.3 FOREIGN TRADE BY MAIN GROUPS, MILL. Fim

m".m Exporis by indwstries, fob Imporis by use of goods, ¢cif
per Wood Paper Chomicul Meotaland  Othker Raw Crudeoll, Finigshed goods Other
industry Industry indestry onlginoorlng goods materials fwolsand good!
prod prod product: ndusiry (exel.  lubri Investm -
producis erude oil) goods goods
1 2 3 4 5 6 7 8 9 10

1987 7470 27058 7770 26230 16988 41175 9406 14138 17478 610
1988 7567 30474 8450 29225 17186 45791 7533 17274 20828 692
1989 7416 32513 8844 32682 18329 5178 8310 20606 24055 759
1990 7811 31658 9540 35493 16825 49210 9829 19364 23888 736
1991* 7009 29699 10538 29163 16467 42440 9445 14009 21205 621

1991*

June 283 1009 804 2035 1163 301 905 957 1299 35
July 704 3277 693 2135 1217 3453 670 111 1833 3
Avg. 571 2587 733 1854 1312 3225 806 992 1648 35
Sept. 642 2442 955 2578 1539 3537 854 1015 1727 6
Oct. 654 2 681 965 2628 1566 3607 1215 1130 1803 130
Nov. 661 2835 1062 2880 1512 3550 962 1 006 1732 22
Dec. 576 2429 976 2793 1433 3576 952 1658 1649 295
1992*

Jan. 528 2444 987 2197 1429 3574 690 1092 1747 115
Feb. 643 2589 1087 2302 1661 3907 608 1283 1895 55
March 654 2761 1180 3092 1644 4258 665 1047 2079 103
April 748 2799 1066 2574 1554 4301 707 1384 1915 118

May 712 2569 1073 3189 1562 4105 894 1429 1624 38
S18 June 680 2643 967 3157 1574 4553 731 1159 1538 107



7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Region and Exports, fob Imports, cif
couniry 1991* 1992 1991* 1992+
Jamvary-April Janwary-April
Mill. FIm Por:ho:::ge Mill. Im :h:::::l':::- Mill. 'Im Pﬂ:.o:'l:'o MIll. FIM ‘:o.r::.nl'-”':.
Illoeo‘rrln- Ihc.‘rlrno-
poriod on period
the previoes the previous
year year
1 2 3 4 5 6 7 8
All OECD countiries 75795 81.6 28 332 8.4 70023 79.8 25 468 4.3

OECD Europe 67 025 72.2 25 698 12.9 57776 65.9 21197 55

Of which:

Austria 1227 1.3 457 16.6 1054 1.2 352 -7.9
Belgium and

Luxembourg 2 403 2.6 938 11.8 2 252 2.6 891 18.4
Denmark 3445 3.7 1294 12.3 2993 3.4 1048 1.1
France 5492 5.9 2 566 34.3 3673 4.2 1390 4.5
Germany 14 331 15.4 5686 17.0 14 834 16.9 5313 5.3
ltaly 3303 3.6 1383 23.4 3661 4.2 1219 -11.5
Netherlands 4 653 5.0 1797 16.6 2974 3.4 1182 10.5
Norway 3079 3.3 1150 11.2 3978 4.5 1049 -22.3
Spain 2534 2.7 961 16.9 1008 1.1 472 23.2
Sweden 12 884 13.9 4 468 0.9 10806 12.3 3783 -1.0
Switzerland 1813 2.0 637 25 1573 1.8 623 10.8
United Kingdom 9613 10.4 3507 7.4 6739 7.7 3006 39.8

Other OECD 8770 9.4 2634 222 12 247 14.0 4271 - 1.6

Of which:

Canada 720 0.8 196 -19.9 547 0.6 174 -2.6
Japan 1393 1.5 457 -1.8 5287 6.0 1795 -12.5
United States 5648 6.1 1630 -32.1 6032 6.9 2135 6.5
Non-OECD Evropean
couniries 6531 7.0 2 369 16.6 9 577 10.9 2749 -6.7
Of which:
Russial 4521 4.9 1003 7 455 8.5 1870
Other countries 10 550 11.4 ' 3238 14.4 8120 9.3 3326 20.0

Of which:

OPEC countiries 1977 2.1 533 -62 1306 1.5 246 -522
TOTAL 92876 100.0 33939 9.5 87720 100.0 31543 4.6
Of which:

EC countiries 47 567 51.2 18817 16.6 40 224 45.9 15326 10.1
EFTA countries 19113 20.6 6746 3.7 17 447 19.9 5838 -4.8

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

until October 1991.
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MmiLL. FiM, 1985 PRICES

{seasonally adjusted figures)

Consumption Fixed
Period exp encli.l'ure Invesiment l::'ll:e'k:, I:::::.I:e Exporis Imports (‘201?.)
incl. statistical  (1+2+3+4+5)
Private Public Private Public discrepancy
1 2 3 [ 5 6 7 8 9
1987 199981 73458 72761 11654 2246 360100 102127 106568 355659
1988 209956 75190 81839 11446 9062 387493 105897 118405 374985
1989 218775 77117 95178 11234 14 056 416360 107552 128834 395078
1990* 219293 80525 88429 12720 13992 414959 109236 127735 396460
1991* 210939 83032 68597 13303 5152 381023 102372 112731 370664
1989
v 55038 19467 24972 3053 4775 107 306 27524 34390 100439
1990*
1 54988 19895 23797 3091 2832 104 603 27171 32265 99 509
n 55328 20049 22384 3253 4572 105 586 29146 34272 100460
m 54767 20209 21381 3066 3382 102 805 26 629 30338 99 096
v 54210 20372 20867 3310 3206 101 965 26291 30861 97 395
1991+
1 53400 20494 20027 3052 2536 99 509 25172 29665 95016
]| 52771 20686 18141 3447 773 95819 24326 27248 92 897
m 52712 20859 16656 3402 0 93628 26940 28311 92 257
v 52055 20993 13773 3402 1843 92 067 25934 27507 90493
1992+
1 51536 20417 16867 2807 1409 93035 26913 28657 91 291
8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1985=100
(seasonally adjusted figures)
Period Total Mining and Mane~ Wood and Metal and Other Emergy
industry quarrying facluring paper engineering manu- and water
industries indusiries facturing supply
(100.0) (1.6) (87.9) (16.5) (30.0) (41.4) (10.5)
1 2 3 a4 5 7
1987 107.2 99.9 107.2 106.5 110.2 105.4 107.8
1988 110.9 108.8 111.0 113.1 114.5 107.6 110.1
1989 114.6 117.9 115.0 116.6 121.5 109.6 110.5
1990* 114.3 115.7 114.4 114.6 122.1 108.7 112.9
1991+ 104.1 106.4 102.4 104.8 105.0 99.7 117.6
1991+
May 105.0 92.1 103.3 107.7 108.0 98.1 122.0
June 100.1 84.0 99.1 92.0 100.5 99.1 113.3
July 107.2 121.5 104.7 105.5 107.3 102.5 120.3
Avug. 102.4 128.2 100.2 103.2 100.7 98.8 118.9
Sept. 101.6 111.0 99.3 104.5 99.4 97.2 123.6
Ocf. 100.6 103.2 98.0 104.1 98.9 95.3 i21.0
Nov. 99.9 96.0 98.3 104.2 98.2 958 113.0
Dec¢. 101.4 101.2 100.2 104.5 101.2 98.0 110.2
1992+
Jan. 103.6 102.4 101.6 103.2 109.0 95.5 116.5
Feb. 105.5 105.8 103.7 1121 113.4 93.3 117.3
March 109.6 117.6 108.2 110.1 124.0 95.8 118.5
April 108.7 103.8 107.4 108.3 118.4 99.8 121.7
S20 May 109.4 124.6 108.4 113.7 118.6 99.0 113.5



8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND, 1985=100

{seasonally adjusted figures)

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

wholesale retall construction § 1] Indicator

frade frade of bulidings Residential Indusivial Other goods of GDP
bulldings buildings buildings
1 2 3 4 5 6 7 8

1987 111.3 107.7 95.6 89.0 101.0 102.6 114.3 106.9
1988 116.7 113.0 108.6 106.0 113.4 110.6 135.0 110.7
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 115.4
1990+ 119.9 111.7 127.3 124.8 161.7 1221 144.6 116.7
1991+ 101.2 103.9 103.9 94.4 127.7 109.9 102.1 111.0
1991*
March 96.2 102.7 . . . . . 111.3
April 109.0 106.5 . . .. . . 112.2
May 101.8 105.1 . . . . . 111.5
June 97.8 103.7 . . . . . 109.5
July 107.3 107.2 . . . . . 112.7
Avg. 99.3 104.3 . . B . . 109.9
Sepft. 99.5 103.4 . . . . . 110.1
Oct. 94.8 102.5 . .. . . . 109.5
Nov. 94.9 102.3 . . .. . . 109.6
Dec. 94.5 100.1 . . . . . 110.1
1 105.2 104.1 116.4 112.2 168.8 111.0 112.7 113.1
]| 102.8 105.1 111.9 100.0 153.4 120.5 100.9 111.1
m 102.0 105.0 98.9 88.4 91.4 111.1 86.6 110.9
v 94.7 101.6 89.6 76.8 99.6 97.2 111.3 109.7
1992+
Jan. 99.4 107.2 .. . . .. . 109.0
Feh. 86.8 99.3 . . . . . 109.7
March 92.6 94.0 . . . . . 111.1
1 92.9 100.2 89.6 85.4 110.7 90.3 87.8 109.9
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1
8.4 WAGES AND PRICES, 1985=100

Period Index Com- Busic Produc- Bymarketing Bwilding
of wage By sectors sumer price By origin or price area cost
and price imdoex ————— imdex —————— index
salary Private Comival Locul Non- index for Domes- Imporl- for [Expori- Home
earnings Total Ofwhich: gov- gov- profit domestic tie od munu- ed market
Manwfac- ern- em- Insti- sepply goods goods fac- goods goods
furing ment ment futions turing
(S1C 3)
1 2 3 4 5 6 7 8 9? 10 1 12 13 14

1987 1144 1145 1134 1157 1133 1152 1072 979 1002 893 973 981 968 1091
1988 1247 1246 1227 1288 1220 1280 1126 1015 1049 891 101.7 1038 1007 1163
1989 1357 1365 1338 1374 1321 1371 1200 1073 1113 926 1078 1105 1064 1255
19901 1482 1489 1469 1498 1448 1501 1273 1109 1157 936 1100 1104 1098 1345
19917 1576 1583 1563 1580 1548 159.0 1326 1112 1158 942 1099 1087 1104 1373

19911

June - . - . . . 1327 111 1160 935 1098 1090 1102 137.2
July . - - . . . 1327 110 1156 940 1096 1083 1102 1378
Avug. . . . - - . 1328 1108 1152 945 1094 1082 1101 1375
Sept. . - . - - . 1330 1108 1153 944 1097 1085 1103 1378
Oct. - . . - - . 1333 1110 1156 944 1098 1080 1107 1375
Now. - . - - - . 1334 1112 1153 961 1101 1084 1109 1374
Dec. - . - - - . 1340 1M13 1154 963 1108 1107 1109 137.1
n 157.6 1585 1565 1579 1545 1590 1326 1111 1160 935 1096 1087 1100 1373

m 1586 158.9 1565 1595 1566 161.1 1328 1108 1154 943 1096 1083 1102 1377
v 159.6 1602 1583 159.9 1573 1614 1336 1110 1154 956 1103 1090 1108 1373

19921

Jan. - . . . . . 1347 1118 1154 984 1111 1114 1110 1365
Feb. - . - - . . 1350 1120 1156 990 1114 1116 1113 1365
March . - - - - . 1354 1121 1156 992 1115 1117 1114 1365
April . . - - - . 1359 1123 1158 998 1120 1120 1120 1355
May . - . - - . 1360 123 1157 999 1125 1126 1124 1348
June - . - - - . 1363 123 1157 1000 1128 1132 1126 1337
1 160.1 1606 1594 160.5 1580 1618 1350 1119 1155 989 1113 1116 1112 1365
n 1608 1613 1602 161.0 1586 1623 1361 1123 1157 999 1124 1126 1123 1347

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

Period Labour Labour Tolal Unem-~ Unem-
force force employ- Byindusivial status By indestry ployed ployment
particl- moent rate
pation (a+5) Seli- Wage and ‘ﬂ:l. Indusiry Con- Service
= employed salary culiere struction Indusiries
among (6+7+849) earners and
15-74 forestry
yeour olds
% 1000 persons %
1 2 3 4 5 6 7 8 9 10 11

1987 68.6 2 554 2423 372 2 051 251 569 184 1419 130 5.1
1988 6484 2546 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
1990 68.4 2 556 2 467 360 2108 207 556 205 1500 88 3.4
1991 674 2533 2 340 340 2000 197 502 179 1461 193 7.6
1991
June 67.1 2 520 2337 344 1993 9N 510 178 1458 183 7.3
July 672 2527 2331 331 2001 196 499 180 1456 196 7.8
Avg. 67.2 2529 2328 341 1987 205 495 181 1447 201 8.0
Sept. 670 2523 2299 328 1972 189 486 165 1459 224 8.9
Oct. 67.0 2525 2282 329 1952 197 481 159 1444 244 9.7
Nov. 66.9 2523 2273 336 1936 195 473 166 1438 250 9.9
Dee. 66.9 2525 2255 330 1925 197 472 159 1427 270 10.7
1992
Jan, 66.5 2512 2232 330 1902 195 465 152 1420 280 1.1
Feb. 66.7 2520 2223 325 1898 188 461 161 1412 298 11.8
March 66.6 2516 2217 327 1890 196 459 153 1409 298 11.9
April 658 2 486 2189 326 1863 185 454 150 1400 298 12.0
May 66.1 2498 2188 333 1855 189 450 154 1395 310 12.4
June 662 2502 2187 333 1853 191 451 157 1388 316 12.6
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, MILL. FIM, CASH FLOW BASIS

Dllrlln Revenue Expenditure
perte Direct Indirect Other Other Rev- Redemp- R € p- T
taxes faxes fuxesamd revenve enve fions before tion fersand Of which:
simllar before of horrowing suh-
revenve financial loans {5+6) sidles Locul Otherdo-
trans- ranted govern- mestic
actions the ment  sectors
(1+2+3+4) siate
1 2 3 4 5 6 7 8 9 10 11
1987 29454 57312 491 12391 99648 2482 102129 29419 59498 26456 30964
1988 35339 66348 473 13629 115789 2557 118346 32266 65502 29757 33108
1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715
1990 42611 77364 953 18423 139351 4260 143611 41535 81190 37646 40313
1991 41054 73251 1136 19182 134624 4442 139069 45085 101220 42297 55160
1991
April 2954 5586 44 2607 11191 1771 12962 3638 8726 3286 5333
May 1575 6096 70 1471 9212 341 9553 3784 8164 3600 4278
June 5619 6144 -81 1615 13297 499 13797 3789 8622 4041 4109
July 5450 6176 97 1794 13517 144 13661 4778 7889 3360 4290
Avug. 3120 6425 77 1020 10642 157 10799 3247 7817 3387 4205
Sept. 3336 6164 69 1303 10872 124 10996 3610 7895 3458 4271
Oct. 3080 5759 99 1150 10088 85 10174 3763 9259 3433 5574
Nowv. 3296 6173 229 1763 11461 711 12172 3728 10423 4263 5979
Dec. 3876 6691 66 2636 13270 418 13688 3927 10463 3857 5844
1992
Jan, 2963 5805 98 867 9733 10 9743 4311 8447 3360 4963
Feb. 2854 6461 84 1098 10497 7 10504 4000 8004 3387 4449
March -420 5048 227 2 355 7210 2041 9251 3889 9055 3808 4542
April 4629 5583 119 2373 12704 83 12787 4022 9590 3818 5394
:::ii: Expenditure Fil lal hal
ot Shy Swmiee g bmmine l M M o
ment tore financial financial redemptions sur- rowing rowin plus
transactions invesiment debt plos virement {18+19)
(8+9+ (14+15) (5-14) 7-16)
12+13)
12 13 14 15 16 17 18 19 20
1987 7 089 4732 100738 5672 106410 -1090 -4280 7 604 3324
1988 7 565 5614 110946 6529 117476 4842 870 1853 3287
1989 8 393 5343 120826 7 566 128390 11490 7 851 - 4009 3842
1990 5962 4927 133614 9319 142934 5737 678 1201 1879
1991 5370 6368 158044 13328 171372 -23420 -32304 25659 - 6645
1991
April 418 1050 13832 2893 16725 -2641 3763 -17 -3780
May 505 891 13 344 1051 14394 - 4132 -484]1 1080 -3760
June 450 311 13172 1429 14 601 125 -804 492 -312
July 460 187 13314 847 14162 203 - 501 2 382 1881
Aug. 416 - 67 11413 826 12240 771 1441 1180 - 261
Sept. 498 523 12 526 829 13355 -1654 —-2359 3242 883
Oct. 567 713 14 302 993 15295 -4214 5121 4991 - 130
Nov. 458 327 14936 1012 15947 -3475 -3775 5 865 2089
Dec. 526 892 15 809 798 16607 -2539 -2920 -211 -3131
1992
Jan. 340 846 13944 792 14737 —-4211 —-4994 1161 -3833
Feb. 314 168 12 486 839 13324 -1989 -2820 7 885 5065
March 378 1355 14 677 1161 15837 ~7467 -6586 3545 -3040
April 394 684 14 690 683 15374 -1986 -2587 5474 2887
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NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

Unless otherwise stated, the source
or compiler of figures is the Bank of Fin-
land.

Symbols used

* Preliminary

Revised

Less than half the final digit shown
Logically impossible

Data not available

- o-

i
Affected by strike
_ Breakin series

wl:

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

NOTES AND EXPLANATIONS
TO TABLES

1 THE BALANCE SHEET OF THE
BANK OF FINLAND

Table 1.2 Domestic financial sector.
Term claim on deposit banks (Column
13) = term credits (from December
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 liabili-
ties to financial institutions —bonds and
debentures — other claims on financial
institutions. Corporate sector. Claims
in the form of special financing (Col-
umn 19) = export bills + new-export
credits + financing of domestic deliv-
eries. Special deposits, net (Column
20) = deposits for investment and ship
purchase + capital import deposits +
export deposits + other liabilities to
corporations —bonds — other claims on
corporations.

2 THE BANK OF FINLAND'S
MONEY MARKET OPERATIONS
AND THE FORWARD
EXCHANGE MARKET

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

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

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

3 RATES OF INTEREST

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 cer-
tificates of deposit quoted daily at 1
p.m. by the five largest banks.

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

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

Table 3.4 Lending. New credits
(Columns 1-4): rates of interest on new
credits drawn during the month are
average monthly rates weighted by
loan amounts. Annual rates are arith-
metic averages of monthly observa-
tions until 1987 after which they are
weighted by loan amounts. Average
lending rates (Columns 5 and 6) are all
weighted by loan amounts. As from
January 1989, the loans of Postipankki
Ltd have been included in the commer-
cial banks’ outstanding stock of loans.
Deposits. 24-month tax-exempt depos-
its (Column 7): 24-month deposits are
tax-exempt if they carry a rate of inter-
est which is at most the Bank of Fin-
land's base rate less 2 percentage
points (since May 1992). Other tax-
exempt deposits (Column 8): Deposits
other than 24-month deposits are tax-
exempt if they carry a rate of interest
which is at most the Bank of Finland's
base rate less 4 percentage points
(since January 1989). Up till December
1988, the figures for tax-exempt depos-
its (Columns 7 and 8) are the rates of
interest applied to standard tax-exempt
deposit accounts as agreed upon
between banks. All markka deposits
(Column 9): the stock of deposits com-
prises all markka deposits by the pub-
lic. The monthly and annual average
rates of interest are weighted by
deposit amounts. Other funding (Col-
umn 10): CDs outstanding + promis-
sory notes + bonds. The average rate
of interest is weighted by amounts.
Total markka funding (Column11);
markka deposits by the public +
banks' other markka funding. The rate
of interest is weighted by amounts.

Table 3.5 Secondary market yields.
Reference rates (Columns 1 and 2) are
calculated by the Bank of Finland as
the monthly averages of the offered
rates for taxable, fixed-rate bonds
quoted daily by the five largest banks.
From June 1990 onwards, the yield on
taxable government bonds (Column 3)
is calculated by the Bank of Finland as
the monthly average of the offered
rates quoted daily by the five largest
banks. Until January 1992, the yield
was calculated on a buliet bond due
on 15 March 1994 with a coupon rate
of 13 per cent. From February 1992
onwards the yield is calculated on a
bullet bond due on 15 January 1999
with a coupon rate of 11 per cent. The
annual figure for 1990 is calculated as
the arithmetic mean of yields on fixed-
rate government bonds with a remain-
ing maturity of between 4 and 5 years.
The yield on taxable public issues {Col-
umn 4) is calculated as the arithmetic
mean of yields on fixed-rate ordinary
bonds, debentures and other bonds
(excl. zero coupon loans, bonds with
equity warrants and convertible deben-
tures) issued by all issuers except the
central government with a remaining
maturity of between 3 and 6 years.
Financial institutions (Column 5): as in
Column 4 for issues by financial institu-
tions incl. banks. Corporations (Col-
umn 6): as in Column 4 for issues by
non-financial corporations. The yield
on taxfree public issues (Column7?) is
calculated as the arithmetic mean of
yields on fixed-rate public bonds with a
remaining maturity of between 4 and 5
years. The Bank of Finland calculates
the yields for columns 3-7 once a week
on the basis of the trading quotations
of the Helsinki Stock Exchange.
Monthly observations are the averages
of weekly observations and annual
observations the averages of monthly
observations. The offer yield on fixed-
rate taxable public bonds and deben-
tures (Column 8) is the average yield
weighted by issue amounts - in the
case of government bonds by amounts
sold — on fixed-rate ordinary bonds,
debentures and other bonds (excl. zero
coupon loans, bonds with equity war-
rants and convertible debentures)
issued during the period.

4 RATES OF EXCHANGE

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

(currently) 14 countries in Finland's for- $25



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

5 OTHER DOMESTIC
FINANCING

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

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

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

S26 money + markka cheque and postal

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

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

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

Table 5.6 Source: The Helsinki
Stock Exchange.

6 BALANCE OF PAYMENTS,
FOREIGN LIABILITIES AND

ETS

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

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

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

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

7 FOREIGN TRADE

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

oods.

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

Table 7.4 The regional and country
grouping is based on the classification
Ia'c‘icording to Finnish Official Statistics

8 DOMESTIC ECONOMIC
DEVELOPMENTS

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

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

Table 8.4 The consumer price index
(Column 7) was revised as from Janu-
ary 1988. Both the weights and the
methods of calculation were changed
(see the item in the March 1988 issue
of the Bulletin). The base year of the
new 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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1. LONG-TERM INDICATORS
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES

AND FORWARD POSITION
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5. LIQUIDITY MANAGEMENT INTEREST RATES

r 4 m 1. Inter-bank overnight rate
- 2. Liquidity credit rate (up to
- 2 July call money credit
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= A - 3. Call money deposit rate
= _ 14 Daily observations
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6. HELIBOR RATES OF INTEREST
4 1. 1-month HELIBOR
2. 3-month HELIBOR
17 3. 12-month HELIBOR
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7. HELIBOR RATES OF INTEREST
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8. RATES OF INTEREST APPLIED BY THE BANK OF FINLAND
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9. 3-MONTH COVERED EURODOLLAR RATE AND
3-MONTH EURORATES
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10. YIELDS ON BONDS
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11. BANK OF FINLAND CURRENCY INDEX AND
THE MARKKA VALUE OF THE ECU

Index FIM/ECU Until 7 June 1991, the Bank of
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12. MARKKA VALUE OF THE ECU
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13. CHANGES IN THE EXCHANGE RATES OF SELECTED NORDIC
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14. CHANGES IN THE EXCHANGE RATES OF SELECTED MAJOR

CURRENCIES
% Monthly changes in markka
- selling rates caiculated from
10 6BP PN the average rates for January
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15. BANK FUNDING FROM THE PUBLIC

e 1. Markka deposits
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16. BANK LENDING TO THE PUBLIC
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17. MONEY SUPPLY

E 1. (Nl\?%ow money  supply
E— Lot 2. Broad money supply (M2)

0E— 3. M2+bank CDs held by
e\ the public (M3}
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18. DIRECT INVESTMENT
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19. CENTRAL GOVERNMENT DEBT
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20. CURRENT ACCOUNT
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21. FOREIGN DEBT
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erall balance = change
in the foreign exchange
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22. BALANCE OF PAYMENTS
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24. FOREIGN TRADE

Index 1. Total exports

== LA 2. Total imports

140E i . Volume index, 1980 = 100,
E o’ . four-quarter moving average
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25. FOREIGN TRADE: PRICES AND TERMS OF TRADE

Index 1. Unitvalue index of exports
2. Unit value index of imports
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27. PRODUCTION
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28. FIXED INVESTMENT

X
4 1

2 o

2 4%

v

NN

-2
-4

Z
1/

NN

-6

4

a 4
NZ%%2%

-2

w7
7

-4
-6

-10

w

4

X

2
N7

rz2
[ ¥7)

-2

-4

I
NN

N

N

N

1

P B Y
1987 1988

i1
1989

L1 1
1990

11
1991

L1 1
1992

4.

Volume changes calculated
from four-quarter moving to-
tals and shown as at the last

; . Total fixed investment
3

Investment in machinery
and equipment

. Building investment, excl.

residential buildings
Residential buildings

quarter, per cent




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