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ECONOMIC SITUATION

by Chris-Marie Rasi, M.Pol.Sc.
Economics Department
Bank of Finland

Finland’s economic performance since mid-
1986 has been fairly favourable, with GDP
growth exceeding the average for the 1980s so
far. Thanks to vigorous demand in western
markets, total exports have expanded despite a
marked drop ir bilateral exports. Domestic
demand has been boosted by rising real in-
comes, which have benefited from a further
improvement in the terms of trade. Gross fixed
investment has been expanding rapidly since
the end of 1986 and the growth of consump-
tion is estimated to have exceeded 4 per cent
in the first half of this year. Consumer price
inflation, which has typically been somewhat
faster in Finland than in the OECD area as a
whole, has been running at about the average
rate for the OECD since the summer of 1987.
Domestic inflationary pressures have neverthe-
less remained rather strong and the deepening
current account deficit has given rise to some
concerr.

TABLE. PERFORMANCE OF THE FINNISH ECON-
OMY IN 198085, 1985—87 SEMI-ANNUAL FIGURES

1980-85 1985 1986 1987
aver- i 1l { i |
age

GDP volume,

percentage

change from

previous year 3.4 43 2.7

percentage
change at

annual rate

from previ-

ous half vear 38 1.€ 1.0 65 4.0

Unemploy-
ment rate,’
per cent
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Consumer

prices,

percentage

change from

previous year 2. 6.4 5.3 3.8 34 35

Current ac-

count

per cent of
GDP -1

' Figures have been seasonally adjusted at the Bank of
Finland.

Increased confidence in the markka has led to
a more than twofoid increase in the foreign
exchange reserves of the central bank, making
possible a gradual lowering of short-term inter-
est rates from the beginning of this year. in
order to reduce inflationary pressures and to
curb the current account deficit, monetary
policy has been directed towards preventing
interest rates from falling too rapidly. The
currency index has been allowed to strengthen
slightly to counter the downward pressure of
capital inflows on Finnish interest rates. The
expansive stance of fiscal policy in 1987 has
left little scope for easing monetary policy. In
1988, fiscal policy is estimated to be slightly
restrictive, mainly because of the adjustment
of income tax brackets by less than the rate of
inflation.

Total output grew rapidly in the first half of
1987, increasing by about 4 per cent from the
second half of 1986 at annual rate. Economic
activity is expected to slow down somewhat in
the second half of the year. To a large extent
this is due to crop failures caused by bad
weather conditions. For the year as a whole,
real GDP is estimated to rise by more than 3
per cent from the previous year. The output of
the manufacturing sector is expected to in-
crease by about 4 to 5 per cent this year. In
spite of this, employment is forecast to fall by
about 3 per cent in manufacturing and mar-
ginally in the whole economy. The seasonally
adjusted unemployment rate has remained at
around the B per cent mark throughout the
year so far, showing only small signs of a
decline.

The fall in the price of oil in 1986 led to a
substantial cutback in exports t0 the Soviet
Union, thereby diminishing the surplus on the
bilateral account. Switching exports from the
Soviet market to western markets has pro-
ceeded more smoothiy than expected. In the

1



first half of this year exports to western mar-
kets grew by 10 per cent from the same period
of last year, which was far more than the
growth of markets. The recovery of demand in
European markets and the improved price
competitiveness of Finnish products have been
the main reasons for this good performance.
Total exports are expected to grow by more
than 2 per cent this year.

The gains in the terms of trade are consider-
able: 8.5 per cent in 1986 and about 3 per cent
this year. Relatively large increases in real
income have boosted consumption and invest-
ment in spite of a continuing high level of real
interest rates. In the first half of 1987 real
consumption expenditure grew by more than
4 per cent and spending on consumer durables
by some 6 per cent.

Private fixed investment, which remained
practically stagnant last year, grew by more
than 7 per cent in the first half of 1987 and is
estimated to continue growing-—albeit at a
decelerating pace - during the rest of the year.
Housing construction has recovered after
several years of decline. The figures for invest-
ment in construction are blurred somewhat by
the long strikes in the spring of 1986 but a
clear upward trend is discernible. The growth
of private consumption is likely to exceed 4 per
cent this year after a rise of a nearly 4 per cent
last year. Households have increased their
borrowing so as to finance house purchase
and consumption, and this has been reflected
in a higher propensity to consume. This is
probably partly a response 10 the end of credit
rationing.

Higher levels of consumption and investment
have led to a marked increase in imports,
especially since the growth of consumption
has to a large extent been directed towards
imported goods. The overall trade account
showed a surpius of FIM 1.5 billion in the first
eight months of this year, partly because of
the improvement in the terms of trade. The
cumulative current account deficit in the eight
months up til August totalled FIM 6 billion.
Part of the deficit is due to unfavourable
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developments in the services account. In the
transport account, the major part of the weak-
ening is attributable to the fact that about one
third of the Finnish merchant marine has been
sold abroad in recent years. Rising real in-
comes have increased Finnish tourism abroad
and this has widened the deficit on the travel
account. The deficits have led to a build-up in
Finland’s foreign debt, so that interest
payments have added to the deficit on current
account. Evea so, the ratio of foreign debt to
GDP will still be at a relatively low level of
some 14 per cent at the end of 1987.

The fall in import prices in 1986 has been
passed through to domestic prices relatively
slowly. The twelve-month rate of change in
consumer prices remained at about 3 1/2 per
cent until September this year. During the last
quarter of the year the inflation rate is likely to
edge up slightly, nevertheless staying close to
the OECD average. The index of wage and
salary earnings is expected to grow by about
7.5 per cent this year. Negotiated wages have
exceeded the general increase implied by wage
settlements in the spring of 1986.

The marked rise in labour costs in manufac-
turing has been largely offset by growing
productivity, so that unit labour costs in-
creased by about 2 1/2 per cent last year and
are expected to rise by only 1 per cent this
year. In relation to competitor countries, price
competitiveness is anticipated to remain
roughly at the level of 1986 this year.

Despite the rapid expansion of exports and the
terms-of-trade gains, the structure of demand
has shifted towards imports, thereby increas-
ing the deficit on current account. This could
become a serious problem in the future if the
propensity to import remains at a high level
and exports decline. The current account def-
icit undoubtedly constitutes a constraint for
economic policy, the main concerns of which
at present are external balance and inflationary
pressures. However, the outlook for the near
term points to relatively favourable develop-
ments in most economic indicators.

October 16, 1987



BANK OF FINLAND Mill. FIM
1986 1987
Oct. 31 Dec. 31 Oct. 8 Oct. 16 Oct. 23 Oct. 30
Assets
Goid and foreigr currency claims 14627 14088 26547 27340 28079 28030
Gold 2081 2081 2081 2081 2081 2081
Special drawing rights 983 983 968 970 968 964
IMF reserve tranche 801 794 755 757 7566 753
Convertible currencies 7517 6795 21445 22118 22800 22785
Tied currencies 3245 3435 1297 1413 1473 1447
Other foreign claims 2566 2585 4463 4463 4467 4470
Markka subscription tc Finland’s IMF quota 2 566 2585 2506 2506 2506 2506
Term credit - - 1957 1967 19861 1964
Claims on financial institutions 11565 14074 5028 5005 4818 4921
Banks' cheque accounts - — — - - —
Call money credits 7128 6818 0 75 1 49
Term assets - 2 381 — — - —
Till-money credits 17565 2305 2419 2343 2229 2284
Bonds 2097 2111 2189 21568 2159 2159
Other claims on financial institutions 576 459 420 429 429 429
Ciaims on the public sector 1002 1002 966 967 968 968
Bonds 75 59 4 4 4 4
Total conage 927 9356 962 963 964 964
Other claims on the public sector — 8 - — - -
Claims on corporations 4925 4844 3820 3837 3857 3840
Financing of exports 1747 1749 921 939 947 937
Financing of domestic delivenes 2903 2833 2660 2658 2670 2664
Bonds 67 65 47 47 47 47
Other claims on corporations 208 197 192 192 192 191
Other assets 149 149 104 106 106 105
Total 34824 36742 40929 41716 42295 42334
Liabilities
Foreign currency liabilities 47 31 137 158 146 144
Convertible currencies 27 17 69 90 75 73
Tied currencies 20 14 67 68 70 72
Other foreign liabilities 3412 3423 3310 3312 3310 3307
IMF markka accounts 2 b66 25685 2506 2506 2506 2506
Allocations of special drawing rights 846 838 804 806 804 801
Notes and coin in circufation 7973 8667 9047 9030 9003 9069
Notes 7193 7 8566 8216 8198 8170 8234
Coin 780 811 831 832 833 83b
Liabilities to financial institutions 9255 9729 16031 16864 17474 17368
Banks’ cheque accounts 0 0 — — — —
Call money deposits 88 131 717 640 799 159
Term liabilities — — 4 404 5311 5733 6178
Cash reserve deposits 9052 9270 10853 10853 10863 10984
Capnal import deposits 21 254 - - — —
Other liabilities to financial institutions 94 74 57 60 89 47
Liabilities to the public sector 1001 2001 1 1 0 0
Cheque accounts 1 1 1 1 0 0
Government deposit account 1000 2000 —_ — — -
Capital import deposis — — — — — —
Other iiabilities to the public sector 0 0 0 0 0 0
Liabilities 10 corporations 5138 5019 5107 5087 5072 5028
Deposits for investment and ship purchase 4798 4671 4875 4855 4853 4810
Capital import deposits 334 336 207 207 207 206
Other liabilities tc corporations 6 12 24 24 12 12
QOtner liabilities 18 23 33 25 24 36
Valuation account and reserves 2096 1920 1335 1311 1338 1453
SITRA’s capitai 400 400 400 400 400 400
Capital accounts 5484 5529 5529 5529 5529 5529
Primary capital 5000 5000 5000 5000 5000 5000
Reserve fund 484 485 529 529 529 529
Undisposed profits - — — - - -
Net earnings — 44 — — — —
Total 34824 36742 40929 41716 42295 42334




BANK OF FINLAND Mill. FiM
Foreign sector Public sector
End of ~ .
vearrnzr)]r SGSIIR% Coirl‘:w‘llc(:rt cgr?\}::'t— Tlec_j Other Net Govern- Other Ii::itli-
moe IMF cur- ible ronarns Claims. claims Cisims  (TORL liabili-  ties
;f:ﬁglz rer';celtes. rﬁirvze)s net net {3 to 5) account nes (8—9)74-
1 2 3 4 5 6 7 8 9 10
1983 2 360 58356 8195 550 —794 7 951 2178 3000 0 822
1984 3627 15303 18830 -337 —917 17576 1951 4 200 77 2326
1985 3787 18572 22359 —286 —849 212256 1023 4 300 0 3277
1986 3868 6778 10636 3421 -838 13219 1002 2 000 1 999
1986
Oct. 3865 7 490 11 3bb 3225 -—-846 13734 1002 1000 1 -1
Nov. 3869 5713 9582 3497 844 12235 1008 800 1 —207
Dec. 3858 6778 10636 3421 838 13219 1002 2000 1 999
1987
Jan. 3818 9344 13162 4127 —820 16 469 1001 - 1 —1000
Feb. 3821 11215 15036 2196 1182 18414 957 - 1 —956
March 3813 13468 17 281 2537 1168 20986 9569 — 1 —~958
April 3811 16440 20251 2908 1160 24319 960 — 0 ~960
May 38156 19442 23257 3036 1165 27458 959 — 1 ~958
June 3837 19006 22843 3207 1167 27 217 959 — 1 —958
July 3837 19991 23828 2899 1173 27 900 9b4 — 1 —953
Aug. 3843 19744 23587 2041 1164 26792 963 — 1 —962
Sept. 3808 21291 25099 1428 1157 27684 965 - 0 —965
Oct. 3798 22712 26510 1375 1163 29048 968 — 0 —968
OFFICIAL FOREIGN EXCHANGE RESERVES Mill. FIM
Dec. 31, July 31, Aug. 31, Sept. 30, Oct. 30.
1986 1987 1087 1987 1987

Gold 2081 2081 2 081 2 081 2081

SDRs 983 969 973 a70 964

IMF reserve tranche 794 787 789 7567 753

Convertible currencies, net 6778 19991 19744 21291 22712
Total convertible reserves, net 10636 23828 23587 25099 26510

Tied currencies, net 3421 2899 2041 1428 1375
Total reserves, net 140567 26727 25 628 26527 27 885

4



BANK OF FINLAND Mill. FIM
Domestic financial sector Corporate sector
End of - Term Net Cash Perma- Notes
vear or il _erm demand ther Net P
MO ong, labilties  PSGH° - forcall | GROUR Mebii-  oleims  o0h  fes claims comm
credits banks d:;)r?kssll d;ap:;fsn oflgerﬁ(c;sn net 4-5-8) fslgﬁgﬁl\gg net {8-9) fa:;?our;
1 2 3 4 5 6 7 a2 9 10 11
1983 942 51756 5039 —1998 3076 4529 1282 3247 6574
1984 1563 2802 8696 —1618 —-2713 4646 2614 2032 7442
1985 1925 . 4014 10222 —-1386 —2897 4525 4113 412 8072
1986 2305 2381 6687 9270 -2242 43456 4582 4757 —175 8667
1986
Oct. 1755 7040 9062 —2557 2300 4650 4863 -—213 7973
Nov. 1709 . 8250 9180 —2542 3321 4659 4786 —127 8024
Dec. 23056 2381 6687 9270 —2242 4345 4582 4757 -1756 8667
1987
Jan. 2231 4266 . —370 9363 —-2268 —958 4360 4685 —325 88b1
Feb. 2012 4736 1600 —1313 9356 —2227 -—-3294 4259 4609 —350 8453
March 2177 3572 4000 —369 9597 —2243 5974 4073 4516 —443 8325
April 2114 2111 6703 878 9734 -2287 -—-9047 3927 4427 -5B00 8704
May 2139 1690 7402 —872 9975 —2290-12130 3807 4222 -—415 8865
June 2376 1217 7072 90 10118 —2488 -110256 3735 4704 —-970 9011
July 2234 89 5709 157 10435 —2486 —11178 2706 4806 —1100 9029
Aug. 2439 258 4199 =717 10335 —2486 —10068 3608 4784 —1176 9013
Sept. 2385 - 4883 —223 10853 —2446 —11128 3567 4838 —1271 8952
Oct. 2284 — 6178 —110 10984 —2541 12447 3601 4790 —1189 9069
INDEX
BANK OF FINLAND CURRENCY INDEX
110 |- 1gPECENTASE Sutner oy
YEAR
108 - 9
83 84 g5 86
FLUCTUATION RANGE OF THE INDEX 4.5% P o

104 Y 4 \

L o 20 O Y S

100

102.8 5 103.9
98I|llll|||l|1|1l|l|llll|x|l"1111||'|1||||||x
1984 1985 1986 1987




MONETARY POLICY INDICATORS

Gross

Net

Cash

Call money Average
Average bacr?l?tézlbt b:r?l? ‘c;?albt dr:ggfsviss rtg:saes_rvhe creddn d raltgtg.:itall ?_;";%mh Base 'end'fn%
for of the of the of the require- e);)tert\hg money ?a!t of rate ra::r:]: er‘ci;
period deposit deposit deposit ment Ba\;xk of credits %e % cobanks §
banks banks banks % Finland % %
mill. FiM mill. FIM mill. FIM
1 2 3 4 [ 6 7 8 9
1982 3201 —783 2778 3.1 1571 11.64 8.81 9.33
1983 4539 —-1213 4345 4.3 2724 16.37 9.00 9.56
1984 3176 -6 365 63256 54 -39 16.53 9.50 10.49
1985 5812 —8293 9578 5.6 1285 13.37 9.04 10.41
1986 7237 —3208 9189 4.8 5861 13.43 7.42 9.08
1986
Aug. 11014 1239 9030 4.7 10 269 24.17 7.00 8.79
Sept. 10290 68 9021 4.7 9088 13.86 7.00 8.77
Oct. 7 846 —1524 8960 4.7 7 436 11.93 7.00 8.75
Nov. 7616 —1784 9047 4.7 7 263 11.80 7.00 8.74
Dec. 9785 580 9183 4.7 8321 11.97 7.00 8.81
1987
Jan, 7 106 -2 248 9275 4.7 3594 11.99 12.256 7.00 881
Feb. 50356 —6671 9363 4.7 —15695 11.76 11.14 7.00 8.80
March 3732 -9717 9362 4.7 —281 11.44 10.64 7.00 8.84
April 3137 -13160 9602 4.7 —~773 11.14 10.04 700 8.86
May 2269 —-14575 9758 4.7 42 11.00 989 7.00 8.87
June 1707 —16457 9980 4.7 —285 11.00 9.69 7.00 8.91
July 895 —15748 10128 4,7 —912 11.00 963 7.00 8.93
Aug. 616 —15586 10431 4.7 254 11.00 9.55 7.00 8.94
Sept. 181 -—-15918 10362 4.9 —628 11.00 948 7.00 8.95
Oct. 19 -16643 10861 4.9 —b37 11.00 945 7.00
* End of period for monthly figures.
PER CENT
KEY INTEREST RATES APPLIED BY THE BANK OF FINLAND
30
INTEREST RATE ON CALL MONEY CREDITS
20
M
10
BASE RATE
bl b LA 1 1 3 1 i L b a4 g i 11 bod bt Lo bl ddo i | T S N N I G S N N Y
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FORWARD EXCHANGE MARKETS IN FINLAND

Banks' forward positions in mill. FIM with

Banks' forward selling

rates for USD

Domest i fomgn  Bmkol  gugw  Owistonom spolme
Assets Liabilities Net Net Net Net month  mooths  mooths
1 2 3 4 5 6 7 8 9

1985 16 982 1733 15249 708 —9 005 6876 3.3 3.2 3.1
1986 11446 1319 10127 —2461 —92 7 591 6.6 6.7 6.7
1986
May 15231 25056 12726 —1642 —3 956 6957 5.1 4.5 4.2
June 13094 16656 11429 —-575 —2619 8068 4.2 3.8 3.6
July 12032 1518 105614 —1170 —1949 7619 4.6 4.7 4.8
Aug. 12 351 2393 9 9568 —2263 —1 5569 6 006 12.5 7.8 7.1
Sept. 13762 2179 115683 —1981 —1291 8116 7.8 7.1 6.7
Oct. 13147 2047 11100 —1464 —996 8388 6.6 6.5 6.3
Nov. 12049 1843 10205 —2224 —423 7 590 6.2 6.3 6.2
Dec. 11446 1319 10127 —2 461 —92 7 591 6.6 6.7 6.7
1987
Jan. 13 2856 1515 11770 —2 248 -5 9 541 5.3 6.0 6.1
Feb. 14 389 1385 13003 —1204 26 11789 4.4 45 4.5
March 15908 1263 14 645 —490 18 14262 4.0 3.9 3.8
April 17 739 1145 16594 —1384 18 15203 3.2 2.9 2.8
May 18742 981 17762 —146b —423 15711 3.0 2.5 2.3
June 18322 771 17 661 —163 —287 16 699 2.3 2.2 2.2
July 18 596 805 17792 867 —712 18 065 2.7 2.5 2.4
Aug. 20075 793 19282 630 —987 18 966 2.8 2.5 2.4
Sept. 20088 718 19 369 1535 —1664 19 363 1.8 1.7 1.5

e FORWARD EXCHANGE MARKET P

Yo
10000 _,~’i
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FOREIGN EXCHANGE RATES

Penod

Average selling rates for foreign exchange, FIM

New York
1 US&

usp

Montreal
TCY
CAD

London
1£
G8P

Dublin
1rE
IEP

Stockholm Osio Copenhagen Frankfurt
1 1 M

Skr 1 Nkr
SEK NOK

Okr
DKK

DEM

Amsterdam
1 Hfi

NLG

Brussels
1FB

BEC

BEL

Zurich
1 8ir
CHF

1982

1

4.820

2

3.913

3

8.423

4

6.854

5 6

0.7703 0.7484

7

0.56793

8

1.9876

9

1.8066

10

0.10584

"1

0.098569

12

2.3779

1983

5.570

4.524

8.456

6.957

0.7275 0.7644

0.6107

2.1861

1.9566

0.10934

0.10742

2.65670

1984

6.010

4.645

8.023

6.533

0.7277 0.7384

0.58186

2.11658

1.8772

0.10428

0.10274

25642

1985

6.206

4.554

8.000

6.590

0.7222 0.7231

0.5871

2.1142

1.8745

0.10483

0.10421

25360

1986

5.078

3.659

7.459

6.816

0.7138 0.6882

0.6290

2.34b4

2.0789

0.11399

0.11299

2.8349

1986
Sept.

4.918

3.662

7.256

6.632

0.7127 0.6717

0.6377

24114

2.1360

0.11646

0.115625

2.9772

Oct.

4.896

3.632

7.005

6.669

0.7126 0.6674

0.6489

2.4446

2.1631

0.11780

0.11692

2.9852

Nov.

4.959

3.583

7.072

6.685

0.7133 0.6599

0.6495

2.4500

2.1685

0.11795

0.11725

2.9435

Dec.

4.907

3.562

7.065

6.712

0.7111 0.6529

0.6523

2.4649

2.1809

0.11853

0.11760

2.9443

1987
Jan.

4.641

3.413

6.998

6.689

0.7031 0.6485

0.6590

2.4988

2.2148

0.12042

0.11854

29774

Feb.

4.560

3.422

6.971

6.660

0.7021 0.6520

0.6619

2.4991

2.2140

0.12073

0.11934

2.9603

March 4.509

3421

7.185

6.579

0.7040 0.6521

0.6537

2.4603

21785

0.11884

0.11821

2.9353

April

4.422

3.360

7.216

6.535

0.7014 0.6542

0.6480

2.4429

2.1652

0.11797

0.11747

2.9699

May

4.358

3.253

7.280

6.634

0.6979 0.6561

0.6486

2.4398

2.1648

0.11770

0.11709

2.9689

June

4.427

331

7.221

6.630

0.6990 0.6606

0.6469

2.4353

21620

0.11754

0.11726

2.9367

July

4.487

3.389

7.236

6.5622

0.6981 0.6652

0.6409

2.4309

2.1689

0.11730

0.11688

2.9246

Aug.

4.505

3.404

7.207

6.503

0.6956 0.6645

0.6334

24275

2.1547

0.11695

0.11627

2.9321

Sept.

4.394

3.344

7.240

6.493

0.6902 0.6624

0.6299

2.4258

2.1662

0.11686

0.11630

2.9284

Oct.

4.361

3.337

7.249

6.489

0.6872 0.6591

0.6301

24196

2.1504

0.11629

0.11576

2.9163

PER CENT

£109

BANKS’ FORWARD SELLING RATES FOR USD, DEVIATION FROM SPQT RATE. PER CENT PER ANNUM
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BI™ e 3 MONTHS
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Average seliing rates for foreign exchange. FiIM

e . Cprren(ay

T Rome  Viea  Usbon Repyavic Megd  Tokyo  Moseaw Mebowpe oiicncy’ aiowng

FRF 1T ATS PTE 15K ESB JPY SUR AUD <EL ’S'%’;;

13 14 18 186 "7 18 19 2¢ 21 22 23 24
07365 0.00358 0.2831 0.0613 (.4079 0.0441 (.01943 6.624 .. .. b.30663 115.9
0.7353 0.00369 0.2111 (0.0514 0.2325 0.0391 0.02351 7.4N .. .. 594325 125.1
0.6907 $.00344 0.3013 0.0414 0.1939 0.0375 0.02534 7.357 . .. 6.14739 1028
0.6940 0.00327 ¢.3012 0.0367 (.1520 0.0366 0.02610 7419 .. .. 627879 1025
0.7365 0.00343 0.3339 00343 0.1259 0.0364 0.03028 7.228 .. .. 594432 1039
0.7379 0.00351 6.3431 60339 0.1238 0.0368 0.03182 7.255 iy .. 594398 1045
0.7481 0.00355 €.3481 0.0337 0.1236 0.0369 0.03139 7.252 .. .. 592250 1045
0.7506 0.00355 0.3483 0.0335 (.1243 0.0366 0.03049 7.263 .. .. 593316 104.6
0.7624 0.00357 0.3505 0.0333 0.123t 0.0366 0.03025 7.242 .. .. 591076 1046

0.7512 0.003564 0.3663 0.0329 0.1190 0.0360 0.03004 7.1G7 3084 5156 5795566 104.3
0.7517 0.003b3 0.3555 0.0325 0.1184 0.0356 0.02975 7.050 3.063 5.1563 5.74575 104.1
0.74067 0.00347 0.35603 0.0322 01176 0.0352 0.02980 7.003 3.119 5.103 5.71328 103.8
0.7350 0.00343 0.3478 0.0319 0.1162 0.0350 0.03097 6.971 3.1656 5.072 5.70115 103.3
0.7316 0.00339 0.3474 0.0316 0.1155 0.035G 0.03106 6.935 3.136 5.063 5.67351 103.1
C.730€ 000337 0.3468 0.0315 0.1163 0.0352 0.03066 6.969 3.196 5.060 5.68539 103.0
0.7316 0.00337 0.3460 0.0314 0.1170 0.0355 0.02989 6.986 3.199 5045 5.68463 103.0
0.7288 0.00337 0.3455 0.0313 0.1171 0.0360 0.03057 7.020 3206 5.031 5.70792 1029
0.7280 0.00337 0.3450 0.0311 0.1155 0.0364 0.03071 6953 3.215 5031 5.66425 1025
0.7262 0.00336 0.3441 (0.0308 0.1152 0.0369 0.03044 6928 3.1356 5020 5.63821 1022

*Untii December 27, 1983 the base vear was 1974=100.
Since Jjanuarv . 1984 the base year nas been 1982= 100.

INDEX
MOVEMENTS OF THE MOST IMPORTANT CURRENCIES AGAINST THE FIM 1974=100
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DEPOSITS BY THE PUBLIC Mill. FiM
Demand deposiis Time deposits
End of
vear and Savings Al . Al e
month Commer- banks & Posti- deposit Commercial Savings Co-op. Posti- depaosit
cial banks Co-op. pankki banks banks banks banks pankki banks
banks {1 to 3) (5 to 8)
1 2 3 4 5 6 7 8 9 10
1983 7 056 4567 3676 15300 34302 29273 241756 9938 97689 112988
1984 8470 5268 4463 182017 39354 33333 27900 11266 111862 130053
19856 9382 5988 5027 20397 49240 38167 32133 12671 132210 152607
1986 9643 6235 4194 20071 51003 42315 36263 13992 143572 163643
1986*
Aug. 7368 5661 5873 18902 49962 41026 35073 13209 139270 158172
Sept. 9240 5842 5871 20953 49591 41102 35046 13045 138784 159737
Oct. 9505 5890 4899 20294 49822 41403 35283 13603 140211 1605056
Nov. 9010 6073 5278 20361 50201 41867 35636 13778 141482 161843
Dec. 9643 6235 4194 20071 51003 42315 36263 13992 143572 163643
1987+
Jan. 9054 5891 4401 19346 51823 43129 37068 14402 146423 165770
Feb. 8874 5839 4613 19326 51697 43997 37750 14340 147784 167111
March 10518 6111 4503 21132 52127 43924 37684 14222 147956 169088
April 9752 6408 5127 21287 53004 44510 38123 14570 150207 171493
May 9044 6614 5245 20903 53786 45126 38707 15004 152624 173527
June 10730 6961 5540 23231 54074 45669 39019 15147 153909 177140
July 9489 6705 5432 21626 54525 46098 39248 15224 155095 176720
Aug. 10415 6807 5927 23149 55353 46464 39447 1536t 156615 179764
PER CENT
CHANGE FROM CORRESPONDING MONTH OF PREVIOUS YEAR
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ADVANCES TOTHE PUBLIC —

MONEY SUPPLY

Mill. FIM

End of

Advances granied by

Types of advances

Total

Money Supply

year ana Loans& Domestic {1 to 4)
month Commercial Savings Co-0p. Posti- billsin  Cheque creditsin (5107) M, M,~Quasi-
banks banks banks pankki domestic credits foreign Money
currency currency
i 2 3 4 g 6 7 8 9 10
1983 56162 29276 27322 13471 104627 4360 17263 126231 21427 121906
1984 65965 32705 31164 14687 118924 5233 20363 144520 24945 141658
1985 81669 36991 35751 16745 140139 6313 24704 171166 27694 166652
1986 88188 42230 40776 20062 158689 7542 25016 191246 27838 179324
1986*
Aug. 86187 40328 38977 18987 153012 8393 23073 184479 26030 172484
Sept. 86148 40864 39542 19607 154570 7771 23819 186160 28064 174220
Oct. 876572 41343 39913 20120 156083 7573 25294 188949 27471 175271
Nov. 88261 41642 40213 205671 157222 7644 25820 190686 27915 176682
Dec. 85188 42230 40776 20052 158689 7542 25016 191246 27838 179324
1987*
Jan. 88786 42644 40929 20238 160024 7455 25118 1925697 27075 181194
Feb. 90278 43090 41263 20448 1615641 7557 25981 195079 26782 182436
March 91254 43663 41877 20981 162649 7943 27183 197775 28901 183992
April 92616 44403 42305 21113 164310 8019 28108 200437 29029 186783
May 94605 45165 42967 21439 166436 7908 29732 204167 28547 188548
June 96129 45869 43506 21678 168879 8224 30079 207182 30754 192092
July 97155 46628 44254 21994 170902 8262 30867 210031 29126 192062
Aug. 98745 47389 44953 22237 173395 8392 31538 213324 30991 195215

PER CENT
CHANGE FROM CORRESPONDING MONTH OF PREVIOUS YEAR
20
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TO THE PUBLIC RV b,
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15 2D . " *
(4 »* -, g
b4 b LMy - yme
b “"‘h "//
-, 4
1~'
10
DEPOSITS f/
¢ BY THE PUBLIC 3
o -
E W S N U SN0 O WA AN JO A (N N VNN NS SR FNNF NN N (N S N U U (NN Y JOVUN WY A NS N A SN AN N N N OO R O N U N B B O
1984 1985 1986 1987

11



STATE FINANCES Mill. FIM
Jan.-Aug. Jan.-Aug.
Revenue Expenditure
1986 1987 1986 1987
Income and wealth tax {net) 18034 19538 Wages, salaries, pensions stc. 10273 114N
Gross receipts 47785 53033 Repair and maintenance 1256 1293
Refunds &local authorities —29751 —33495 Other consumption expenditure 5756 6 608
Other taxes on income and Total consumption expenditure 17285 19393
wealth 344 434 State aid to local authorities 15227 17523
Employers™ child allowance State aid to industries 6561 7 201
payments 4 O of which: agric. price subsidies 3113 3682
Sales tax 17965 21132  (hiid allowances 1284 2063
Customs duties and import Share in national pensions and
charges and levies 1102 1163 sickness insurance schemes 1170 1860
Excise duties 8307 7435 Deficit of State enterprises 1021 1147
Excise duty on alcoholic bevs. 2923 3310  Other transfer expenditure 91303 9743
Excise duty on tobacco 1094 1269 .

- o Total transfer expenditure 34566 39537
Excise duty on liquid fuel 2934 2067 Mach 5 - : 1 291 1 848
Other excise duties 1365 798 ¢ ac t'”e?’ an fiqf"‘g_me" e o
Tax on autom. and motor-cycles 2249 2 495 Lon; ruzlonto = mgst o 1519 1777

ton
Stamp duties 2188 2157 —Sndand watenway consiry
Special diesel etc. vehicles tax 288 318 Total real investment 35675 4368
Other taxes and similar revenue 1368 1539 Interest on State debt 3387 3542
Total taxes 51840 56211 Other expenditure 16 14
) Total other expenditure 3403 3557
Miscellaneous revenue 4442 4750 _
Interest, dividends etc, 1452 1800 Increase in inventories 169 526
Surplus of state enterprises 1476 1526 Lending : 2405 2868
Redemptions of loans granted 992 1272 Other financial investment 542 917
Total revenue 60203 65559 Total expenditure 61945 71164
Foreign borrowing 2952 3914 Redempt?on of foreign .Ioans 3492 3685
Domestic borrowing 5819 6763 Redemption of (?omesnc ioans 3437 4894
Total borrowing 8771 10677 Total redemptions 6929 8578
Deficit (+) or surplus (—) —100 3506
Total 68874 79742 Total 68874 79742
1985 1986 1987
State debt - —
Dec. Dec. June July Aug. Sept.
Foreign debt 25677 26 981 27 655 27 561 26 635 26 384
Long-term debt 20872 24602 25312 25826 26 466 26751
Short-term credit 432 411 678 678 576 484
Domestic debt 21304 25013 25990 26 504 27042 27 235
Total State debt 44 981 51994 53645 54 065 53677 53619
Total debt mill. § 8562 105697 12118 12 051 11914 12202
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FOREIGN TRADE

Mill. FIM

Period

Value, mili. FIM

Surpius of

Period

indices of exports and imports
1980=100

Voiume

Lnit value

Exports imports exports 1~ Terms of
fo.b c.i.f. of imports trade
=} Exports Exports  imports
1 2 3 1 3 4 5
1982 63026 64751 —17256 1982 100 119 117 101
1983 69692 71528 —1836 1983 104 127 125 101
1984 80 904 74682 +6222 1984 114 134 131 102
19856 84028 81520 +2508 1985 115 138 136 102
1986* 82579 77 601 +4978 1986 116 135 121 111
1986* 1985
Dec. 7474 6835 -639 Apr.-June 122 139 138 101
July-Sept. 113 138 135 102
Qct.-Dec. 117 135 133 102
1987*
Jan. 6712 6706 +6
Feb. 6374 5731 +643 1986*
March 7 361 7327 +34 Jan-March 113 134 129 103
April 7286 6499 ~787 Apr.-June 104 133 122 109
May 7008 7154 —146 July-Sept. 116 138 120 115
June 7444 7082 +362 Oct.-Dec. 128 136 121 112
July 6623 6458 +165
Aug. 6606 6937 -331
1.987*
Jan-March 114 136 120 113
Jan.-Aug.
Apr.-June 120 137 119 1156
1986* 51809 49728 +2 081
1987* 56414 53894 +1520
INDEX MILL. FIM
UNIT VALUE INDICES SEASONALLY ADJUSTED AT 1980 PRICES
160 18000
EXPORTS F.O.8.
17000
140 s e e 16000 EXPORTS
Hrr e N
120 IMPORTS C.LF. ., -

100

100

80

TERMS OF TRADE

lappprn et

v

[l

Lo,

deohmnd,

H L
1964

1985

1987

15000 |—==\

.

L
14000 [—*
4 TOTAL IMPORTS

13000 |

+

1984

)
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1987
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FOREIGN TRADE BY MAIN GROUPS Mill. FIM

Exports, f.o.b. imports, c.i.f
Period Agri- Metal. en- Raw Finished goods
cultural  Wood  Paper gineering Other matenals g and e Other
and other  industry industry indust oods an lubricants oods
primary products products ro ducrtys g intermediate investment Consumer 9
products p goods goods goods
1 2 3 4 5 6 7 8 9 10
1982 1676 6278 17502 18908 18662 41144 4869 9195 9130 413

1983 1723 6944 19327 20211 21487 44757 5006 10860 10572 333
1984 2865 7145 23673 22998 24323 47028 5034 10993 11454 173
19856 2678 6728 25030 24412 26179 B0944 5502 11675 12967 432
1986" 2478 6947 24600 26116 22439 45413 3949 12898 15069 273

1986*

Dec. 179 626 1992 2964 1713 3948 238 1426 1181 42
1987

Jan. 213 584 2040 2073 1803 3921 304 1080 12656 146
Feb. 202 512 2077 1825 1760 3262 94 928 1425 22
March 374 619 2277 2228 1863 3984 236 1447 1619 41
April 437 616 2362 2236 1645 3715 166 1218 1403 7
May 162 746 2165 2089 18456 4179 258 1209 1468 39
June 265 733 2097 2526 1825 4113 328 11560 1333 159
July 127 527 2271 1986 1713 3586 33 1200 1318 23
Aug. 186 545 21956 1849 1830 3991 430 1012 1473 30
Jan.-Aug.

1986* 1858 4266 15729 15585 14380 29258 2648 7949 9761 111

1987~ 1965 4880 17473 16811 14286 30751 2137 9245 11294 467

MILL. FIM MILL. FIM
SEASONALLY ADJUSTED VALUE SEASONALLY ADJUSTED VALUE
MULTILATERAL EXPORTS F.0.B.

7000 H 2500 BILATERAL
A , . 4 IMPORTS C.LF.
i : i
6000 A 2000 "
5000 1500
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4000 [-¥ e 1000 :
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¥ IMPORTS C.AF. ] 3 $ ExporTs FoOB. i 3
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FOREIGN TRADE BY COUNTRIES Mill. FIM

Exports, f.o.b. tmports, ¢ f.
January—August January—August
Area and country
1986* 1987 1986* 1987*
% Mill. FIM %  Mill. FIM % Mill. Aim %  Mill. FIM

OECD countries in Europe 616 31919 65.2 361562 62.0 30813 62.6 33763
Austria 0.9 468 1.1 622 1.3 656 1.3 685
Belgium and Luxembourg 1.7 892 1.7 920 24 1198 26 139
Denmark 40 2093 39 2186 28 1410 28 1530
France 45 2335 54 2991 42 2095 45 2401
Federal Republic of Germany 99 5125 11.0 6093 17.1 8482 175 9432
ltaly 21 1089 25 1413 44 2190 46 2477
Netherlands 36 1872 3.8 2081 3.0 1476 30 1616
Norway 46 2382 46 2568 23 11356 22 1163
Portugal 0.3 140 0.3 187 0.9 462 1.1 571
Spain 1.1 52 1.3 724 1.1 559 1.1 578
Sweden 146 7573 145 8030 131 6503 1256 6747
Switzerland 1.7 875 1.9 1036 20 992 21 1113
United Kingdom 111 5690 11.5 6400 6.6 3264 6.7 3588
Other 1.6 833 1.6 901 0.8 392 0.9 467
OQECD countries outside Europe 95 4931 88 4862 124 6188 13.6 7011
Canada 1.2 601 1.2 641 0.5 228 04 237
Japan 1.6 807 1.5 811 6.7 3332 7.2 3866
United States b7 2937 5.1 2826 49 2414 51 2746
Other 1.1 587 1.1 584 0.4 214 0.3 162
CMEA countries 207 10736 169 9388 18.1 8979 17.4 9357
Czechoslovakia 0.3 180 0.4 213 0.5 255 0.5 262
German Democratic Republic 0.3 175 0.4 204 0.6 292 0.5 268
Poland 0.3 147 0.3 184 1.4 696 0.8 424
Soviet Union 189 9809 15.3 8503 149 7431 15.0 8065
Other 0.8 425 05 284 0.6 304 0.6 338
Latin America 1.5 784 1.6 878 25 1246 21 1112
Argentina 0.1 44 0.1 53 0.2 78 0.1 57
Brazil 0.2 110 0.3 182 0.8 397 0.5 296
Colombia 0.1 54 0.1 56 0.7 331 04 206
Other 1.1 577 1.1 588 0.9 440 1.0 5563
Other 6.6 3438 75 4133 5.0 2501 4.9 2651
GRAND TOTAL 100.0 51808 100.0 55414 100.0 49727 100.0 53894
of which

EFTA countries 220 11388 22.3 12348 188 9352 18.2 9786
EEC countries 39.2 20321 42.6 23627 431 21425 44.4 23934
OECD countries 71.1 36850 74.0 41014 74.4 37 001 75.7 40774
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BALANCE OF PAYMENTS

€ Trade . Teavel, Other G::gs Invest- ur- Oth Current
) import : : . i requited .
g OYS VIS emmam RO TR oo sevoes TEN SIS O acceumt
(3 to 6) et net
1 2 3 4 5 8 7 8 2 10 11
1983 67960 70731 —2771 +3200 -748+1692 -1373 —-5808 -—797 +13 —-H5219
1984 78961 73496 +5465 +4008-1211 —209 +8063 —-6761-1050 —33€ —93
19856 82475 80764 +1711 +3671—-1773 —330 +3279 —-6287-1096 —413 —-4517
1986* 81389 77224 +4165 +2939-2419 —101 +45684 69541748 -—382 —-4500
1984
July-Sept. 18983 18922 +~61 +1144 —123 —-236 +8456 —1601 -—279 -75 —1110
Oct.-Dec. 21423 19469 ~+1954 +837 —392 +213 +2613 —1967 -—-285 —112 +254
1985
Jan-March 19734 18667 +1067 -935 528 +18 +1492 —-1872 -—-349 148 —&77
Apr.-June 22109 21120 +989 +1016 —472 —237 +1296 —1649 —-270 —82 —706
July-Sept. 20284 19366 +919 +906 -—294 +81 +1612 -~-1267 -219 —86 +50
Oct.-Dec. 20347 21610 —1263 +814 —479 -—-192 —1121 —1508 259 —96 —2984
1986*
Jan-March 19743 20673 —930 +786 —-600 —176 -921 —-1681 -—bbt —110 —3263
Apr.-June 18013 15774 +2238 +713 —645 -5 +2301 —2064 —-372 —B6 —220
July-Sept. 20933 20689 +244 +827 —513 —-71 +487 —1445 -3b4 —56 —1369
Oct-Dec. 22700 20088 +2612 +6156 —661 +151 +2716 —1763 —-472 —130 +352
1987*
Jan-March 20134 196956 +439 +684 —819 -—198 +6 —1769 —649 -—108 —-2520
Apr-June 21418 20613 +805 +714 —742 —-98 +679 -2217 =370 -—111 —-2020
MILL. FIM
SEASONALLY ADJUSTED QUARTERLY FIGURES
2000 g
7
0 A 1
—-2000 /
swems  CURRENT ACCOUNT
~4000 -FZA TRADE ACCOUNT
GOODS AND SERVICES ACCOUNT
"6000 i I 1 l ] L 1 1 i 13 ) H
1984 1985 1986 1987
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Mill. FIM

Miscella-

. Current  Prepav-  Prepay- Short- . Overall
s anous L9 MRS one Cand el pen wm el SR s
iong-term  long-term export capital capital term iiabilines  cewvables of ) n_ernls, reserve foreign
10ans loans credits. items, account capital related related authorized inct. move- exchange
e (2019 meceunt G g TS STORS memts Tesenes

sions  (17t021)

12 13 14 15 18 W7 18 19 20 21 22 23
+10192 7273 +423 -1388 +1874 -—-3344-3273 —-3380 +1266 +24 —-2162 -2162
+14087 —7538 —1682 +1365 +6232 -6138 ~760 +2995 +2086 —2704 ~9275 —9275
+11724 —8237 +1313 +1697 +6497 -1980+1795 ~3177 +52687 —2121 ~3744 —3744
~19319-13930 +382 —2427 +3344 —1156 -18 -307 —10754 +4305 —7930 +7930

~2495 —1185 —603 +71460 ~2167 +1067 +426 —128 —2186 —309 —1140 ~1140
+365¢ —2115 —933 -293  +318  ~572 +300 ~1718  —702  +319 +2208 —2208
+3171 —1866 +330 —88 +1558 +681-1499 -1122 42208 —1 713 +2153 —-21563
+3022 —26'2 +373 ~3059 +3842 +3136+1130 —1460 +1911 —-2489 +2228 —2228
+~2138 —-15655 263 -—b548 +20§ +347 22 270 -—1400 —222 —1566 +1566
+3393 -2215 +347 726 +799 2185 812 324 -2548 -+1703 +930 -—930C
+3965 —3377 +241 236 583 -2680+1822 564 —3085 -1345-3162 +3162
+4434 —2991 —111 316 +1016 +795-1172 —657 -—2589 +386 —3236 ~3236
+4066 —2745 +110 —1679 249 -—1618+1044 475 3349 +1235 -2213 +2213
+68656 —4817 +142 —195 +1996 +2347-1712 440 -—-1731 +1338 +681 -—681
+6989 —2721 257 —3768 +243 -—2277+1294 1688 +6464 —934 +6236 —6236
+6048 —3699  +84 789 +1644 —376+1229 —579 4522 +1441 +6237 —6237

Assets: increase — decrease —. Liabilities: increase ~. decrease —

MILL. Fim

8000 -

V77 GURRENT AND LONG-TERM CAPITAL ACCOUNT
OVER-ALL SURPLUS/DEFIGIT EXCL. RESERVE MOVEMENTS
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-2000

-4000
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FINLAND'S FOREIGN ASSETS AND LIABILITIES

£nd of

Long-term assets

Long-term iiabiiities

Net

vear and ; . Direct  Portfolia Ilti,:t?iﬁteire’:
moh Dt Smest. ower Joml o Fres meen e Umes omer (Joo (10-4
1 2 3 4 5 <] 7 8 9 10 11

1983 6612 6166 3932 16710 53118 4472 2317 848 763 61518 44808
1984 8920 8689 1915 19524 63958 3865 2905 2013 805 73546 54022
19856 6539 105b24 2774 19837 63228 2893 3274 6313 895 76603 56766
1986 5647 13735 4252 23634 68072 2072 4880 6959 953 82936 59302
1984

Sept. 7767 7834 1839 17440 60497 3951 2410 1957 834 69649 52209
Dec. 8920 8689 1915 19524 63958 3865 2905 2013 805 73546 54022
19856

March 8473 9942 2061 20476 64484 3651 2899 2900 778 74712 54236
June 8027 10379 2177 20583 64801 3318 3058 6317 873 78367 57784
Sept. 7194 10484 2167 19845 63385 3064 3104 6210 867 76630 56785
Dec. 6539 105624 2774 19837 63228 2893 3274 6313 895 76603 56766
1986*

March 6103 10702 2712 19517 636570 2803 3366 6407 820 768566 57439
June 6158 11685 2784 20627 66600 2546 3419 7117 832 80514 59887
Sept. 5865 12609 3119 21593 67670 2487 3685 6911 906 816b9 60066
Dec. 5647 13735 4262 23634 68072 2072 4880 6959 953 82936 59302
1987

March b654 142956 6857 26806 69966 1986 5003 6572 1683 85209 58403
June 5682 15005 7133 27720 72559 1866 5148 6578 1627 87778 60058

PER CENT[ MILL. FIM

100 |l

LONG-TERM CREDITS BY SECTOR
LOCAL AUTHORITIES

4000

LONG-TERM CREDITS
wmwm NET DRAWINGS

2000

REDEMPTIONS

1984

1985
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Mill. FIM

Shori-ierm assets

Shori-term nabilities

; : Net Of which
Authorized Authorizea short-term .. Net Debt . fortization
Bankof “othgr . OO Totar Bk GREM Cor you abiities [INRGGH SOLS paymens
Finland e)f(ocrhe;g;e sector {1210 14) Finland e)f(%;’e;?‘ge sector {(16t0 18)
holders hoiders
12 13 14 15 16 17 18 19 2¢ 21 22 23
11842 29263 15915 57020 5705 39443 16181 61328 4308 491168 10875 4914
22912 43319 12804 79035 4562 55695 17988 78245 —790 53232 11594 4613
25183 38775 181556 82113 407051374 17384 72798 —9314 47452 11276 4808
16613 b4598 18381 89593 3455 56881 16119 76454 —-13138 46164 13356 6185
21064 34621 14727 70411 4815 47882 17431 70128 283 51926 2223 596
22912 43319212804 79035 4562 556695 17988 78245 —790 53232 3387 1377
24785 44984 15869 85638 4535 59386 19328 83249 —-2390 51846 3397 1561
26208 46661 18635 91504 3729 62896 19987 86612 —-4891 52893 2791 1039
24770 44927 18183 87880 424059370 19120 82730 51560 51635 2320 1011
25183 38775 18165 82113 4070651374 17354 72798 —9314 474h2 2768 1197
21647 40424 18037 80109 3659 560424 18682 72765 —7343 50096 3858 2126
18470 45237 18213 81921 3499 52647 16965 73111 —-8809 51078 3288 1176
16168 51541 17881 85591 3565 55602 18234 77401 —8190 51876 2312 837
16613 54598 18381 89593 3465 56881 16119 76454 —-13138 46164 3897 2046
22482 50790 16344 89616 3521 569536 18556 81612 —8003 50400 3541 1733
28686 54712 16799100197 3490 67981 19876 91347 —8850 51208 4669 2426
ersoe | ['NeT FOREIGN LIABILITIES PER CENTM bepT sERVICE RATIO
NET LONG-TERM LIABILITIES AMORTIZATION PAYMENTS
20 NET SHORT-TERM LIABILITIES/ASSETS INTEREST PAYMENTS
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PRICE INDICES

Basic price index for domestic supply 1980 = 100

Buiiding costs
X P 980 = 100
Wholesale Origin urpose
Perioa i':‘:;gi
1949 = 100 Total Domestic  Imported Raw Consumer Investment Total Wai!rg‘;es Buiiding
goods goods matenals goods goods puilding matenats
trade
2 3 4 5 6 ki g 9 1
1985 1324 1405 1431 132.8 137.5 1458 1424 1443 1444 1428
1986 1264 133.2 139.8 113.1 122.3 1457 1480 1505 153.9 148.2
1987
Feb. 1271 133.2 140.3 111.8 120.9 146.2 151.0 1543 158.9 1518
March 1274 133.3 1406 1110 120.6 1466 1514 1568 1652 1514
April 1277 133.7 141.2 110.9 120.7 1469 152.7 156.9 16565 153.3
May 1276 1339 1415 110.8 120.7 1469 1538 157.2 165.8 1563.6
June 1278 1341 141.6 111.3 120.7 1473 16544 1675 1665 153.9
July 1284 134.9 142.2 1125 1216 148.1 164.7 16579 1654 1544
Aug. 1285 135.0 142.4 112.8 121.8 1479 1554 15682 1664 1549
Sept. 1286 135.0 142.8 1118 1214 1485 1557 1586 1654 155.2
Consumer prices 1981 = 100
House-
Period B c : Rent. Health Transport . Other
Total  Food oand  ona  MeEmng  ggq  ana o end o EGEOM - goods
tobacco  footwear lighting se?vniges services cation recreation  gervices
1 2 3 4 5 6 7 8 e 10
1985 1346 139.1 140.3 126.1 130.9 129.7 1567 1304 1325 1404
1986 1394 1442 146.4 131.6 134.5 135.0 164.1 130.7 139.9 149.0
1987
Feb. 142.7 1454 152.9 132.7 134.6 i38.0 1716 1368 146.5 1561
March 1434 1463 155.2 134.6 134.6 138.7 1716 1372 146.8 1556.1
April 1440 147.2 155.5 135.3 134.7 1394 1728 138.0 1478 5583
May 1443 1463 155.7 136.7 1355 1400 1728 1382 148.2 1564
June 1446 146.7 1565.7 136.8 1365 140.1 175.3 139.3 148.2 156.7
July 144.7 1469 155.7 134.2 135.5 139.6 177. 139.7 148.2 156.8
Aug. 145.0 1476 155.7 135.3 135.5 140.1 177.7 139.1 148.2 158.3
Sept. 1456 148.1 155.7 136.8 135.6 1408 1780 1397 1650.0 159.2
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WAGES

‘ndex 0f wage and saiary earnings 980 = 100

Bv industries

By institutional sectors

Period -
- . _. All Al All
Wage earners Empioy- State M’Lg:lc :;neel?r\i,_ 53.3;\; Dwa‘gec eme‘::y-
Agr- Con- ges In empIOvV-  biov-  onivate gemers  eamers
cutture MIYSTY girpcuon Services ees ges sector
2 3 a 5 8 B 8 9 10
1984 1485 1499 152.8 152.8 147.1 1547 150.5 1514 1497 150.8
1985 16G6 16°.2 1588.8 1651 *58.8 166.7 163.5 164.2 162.2 1635
1986* 176.3 710 1720 178.8 169.8 180.1 1745 176.6 1720 1749
1986*
Apr.-June 747 1721 1743 178.7 170.4 180.2 1744 176.8 1717 1760
Juiy-Sept. "T22 174 "788 179.8 710 181.3 175.2 177.8 1722 1788
Oct-Dec. 18G9 1737 TR74 1216 1712 182.9 1787 1799 176.0 1784
1987
Jan-March 1827 1787 *90.0 185.6 1779 1864 1820 1836 179.9 1823
Apr.-June 190G 18356 *93.0 188.9 186.0 1917 188.3 131.0 1846 1887
PRODUCTION
Volume ind:ces of production 1988 = 00
Period Indus- ~ Lana ana  Transport )
G I .
donl;‘;iiic !nal_ "ﬁﬁﬂr e ;: 50[:\/ g;it.r;ic ‘gg;es;miv ar:,“?‘ n"’;ggf' Commerce gggt‘tl)? Otners
product ducnon ~ buiidings tion Hon Services
z 2 4 5 8 7 g 2 10
198¢F
Apr.-June 99 10E 75 " 22 81 103 99 9¢ 99 101
July-Sept. 98 92 172 42 105 10E 97 101 100 99
Oct.-Dec. 109 1c7 33 122 136 107 109 113 101 106
1986
Jan.-March 94 94 69 *08 78 88 a7 90 102 98
Apr.-June 100 105 75 00 70 107 98 104 99 106
Julv-Sept. *03 94 178 43 110 107 192 107 103 1056
Qct.-Dec. 112 11 84 15 139 107 t14 114 104 112
1987*
Jan.-March 29 106G 59 106 75 88 01 o5 108 103
Apr.-June 10 1C7 72 " 10 85 1G7 14 109 106 112
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PRODUCTION

Iindex dfindustrial production 1980 = 100

Special indices of manufactunng

Period invest- Other ac.i‘i?l‘s:Ld
Total  ment Consu(;ner producer Non- for
goods ~ 990ds goods Food  Wood  Paper Chemical metallic Metal seasonal
industry industry industry industies  mineral industry varia-
industry tions
1 2 3 4 5 6 7 8 9 10 11
1984 111.8 1268 105.6 111.9 1093 924 1143 1115 1084 1200 1121
19856 116.2 1426 109.0 1146 1118 888 1133 1160 1113 1296 116.6
1986* 117.2 1424 1092 116.3 1124 902 11566 1178 1081 131.8 1176
1986*
Aug. 1143 1268 107.3 1156.1 109.6 81.7 121.0 1221 123.7 1202 117.2
Sept. 125.3 1520 116.2 1245 1134 1059 1165 1247 1445 1439 115.9
Oct. 1347 166.3 12656 1327 141.3 109.1 1284 1212 1459 1566.2 1171
Nov. 1239 1495 1169 1223 1306 927 1212 1262 1206 1403 115.9
Dec. 1175 1466 1102 1156 1143 731 1180 1171 94.2 136.5 1175
1987*
Jan. 1214 1380 1156 1207 1029 813 1278 1185 98.4 128.0 118.5
Feb. 1164 146.2 1068 11556 936 894 1227 1093 93.3 1299 121.9
March 1318 17056 119.2 130.8 1048 979 1313 1308 1120 1538 127.9
April 1206 1509 111.9 119.1 1105 1041 1119 1229 1098 1380 123.3
May 1256.1 15693 113.7 124.3 1079 106.2 1250 126.0 119.0 1445 1245
June 1234 169.0 1105 1214 113.1 109.2 1046 1222 120.7 151.1 124.0
July 8856 724 78.4 95.7 106.0 458 1395 82.3 762 729 127.2
Aug. 1196 1321 1098 1216 1087 87.0 1290 1276 1353 125.3 1224
INDEX INDEX
INDEX OF INDUSTRIAL PRODUCTION INDEX OF INDUSTRIAL PRODUCTION 1980100
140 - 1980=100 160F SEASONALLY ADJUSTED
SEASONALLY ADJUSTED MONTHLY FIGURES
MONTHLY FIGURES
130 TOTAL INDUSTRY 2 150 INVESTMENT
120 . w 14022902
110 5 ‘%5 130
PAPER INDUSTRY
100 120 v
‘\-"-“ i 5 . ,‘l' Py i Y :"I
L) - hJ +4 oy \-
% > A Dav A VLY ARSI
80 —woop wousTaY 100 CONSUMER GooDs | ©
10 Abadvataazelasaeasgoeaedaeceangasppnlbagssaneiad Illlllll'llll]ll‘llllll IBENEER NN RN RN ERRENAR]
1984 1985 1986 1987 1984 1985 1986 1987
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LABOUR — TIMBER FELLINGS — INTERNAL TRADE

Pppula&lon Total _ un- Unemploy- Commerciai Re}ail Wh(l)le-
y = 3 1.
Pernioa o V;g;.mg Iabo1u66‘8rce, m]nl%\geu en}p&%\beu, %rgfe tnotal fgmr?gg v_g?u?:e vosl?Jr?\e
b0y persons  USS parons lsbour 1000solo | dex o mdex o
2 3 4 ) 6 7 8
198567 3710 2 600 2437 163 6.3 43 349 114 110
1986* 3716 2612 243 182 7.0 38332 117 115
1986*
July 3717 2790 260C 190 6.8 1124 125 104
Aug. 3718 2647 2481 166 6.3 1194 116 114
Sept. 3716 2 600 2428 172 6.6 2143 116 126
Oct. 3716 2576 2394 182 71 3100 122 130
Nov. 3717 2 6567 2392 175 6.8 3626 110 115
Dec. 3718 2572 2399 173 6.7 3981 138 127
1987*
Jan. 3719 2510 2337 173 6.9 3173 114 103
Feb. 3718 2487 2346 143 5.7 4912 104 1086
March 3718 2520 2376 144 5.7 678 112 1285
April 3720 2518 2384 134 5.3 5692 122 126
May 3720 2535 2411 124 4.9 3888 122 123
June 3719 2707 2577 130 48 2309 126 123
July 3720 2726 2597 123 45 953
Aug. 3720 2611 2500 110 4.2 1493
CONSTRUCTION OF BUILDINGS
Building permits granted Buildings completed o
Bu1|d|‘?g-
. . Industnial . industrial works
Period Residen- ¢ 4 Publi Residen- £ . uhnder
Total bui:g]ilngs buiIadrirr?gs ggsg':ggsé Duilligirﬁ]s Total bui}:dai’ngs bui%{:gs gg?lgr%;ss bSi‘IJcti)ilxé;s SUL%?I}m
Mitlion cubic metres
2 3 4 5 4] 7 g 9 10 1
19856* 48.17 1817 670 1653 341 4474 1740 494 1597 335 4964
1986* 48.02 1694 6.23 1729 400 4036 1529 509 1349 351 52.27
1986*
Jan.-March 930 298 1.20 409 0.51 8.36 3.62 0.58 296 068 4670
Apr.-June 1703 688 29¢Q 491 097 5.60 2.33 0.73 1656 039 56.14
July-Sept. 1278 438 1.27 482 126 11.67 3.93 1.84 379 129 5728
Oct.-Dec. 891 273 077 247 126 14.83 5.41 1.94 509 115 5227
1987*
Jan.-March 888 295 1.00 346 095 7.97 3.45 .71 2.81 064 4843
Apr.-June 17.02 646 289 514 1.3 8.01 3.2C 0.62 295 070 55.186
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Pubiic sector: Claims = Government promissorv notes ~
Bonds + Total coinage + Other claims on the public sector. Other lia-
pilittes = Cheque accounts ~ Counter cyclical reserves - Counter-
cyclical deposits + Capital import deposits + Other liabilities to the
public sector. Certificates of deposit are interest bearing, freely trans-
ferable term iiabilives of the Bank of Fintand soid to the government.
Thetr maturities range from one week to one year. As from November
1, 1983, cenificates of deposit were replaced by the government
deposit account.

Page 5. Domestc financiar sector: Otner iiapilites, net = Capiai
import deposits — Other iiabilities 1o financial instiutions — Bonds —
Other claims on financial institutions.

Corporate sector' Permanem special financing schemes = Foreign
pitls + New export bills + Financing of suppliers™ credits.
Liabilitles, net = Deposits for investment and ship purchase - Coun-
ter-cyciicai withholdings + Zapital import deposits — Import levy
deposits + Export deposits — Other liabilities to corporations — Bonds
— Other claims on corporations.

MONETARY POLICY INDICATORS

Page 6. All the figures except the average lending rate of the commer-
cial banks are mean values of gaiiy figures for the month or vear in
question. The average lending rate of the commercial banks is the
mean vaiue of the eno of the month lending rates weighted by credit
outstanding. The annual figure for the average lending rate is an
unweighted average of the weighted average monthly rates.
Gross central bank debt of the deposit banks = call money credits and
term credits extended to and certificates of deposit bought from the
commercial banks and Postipankki. As from January 1984. the oniy
source of central bank debt was the call money market. Three month
1erm credits were introduced in December 1986 and open market op-
erations in CDs were started in March 1987 Banks borrowing from
the central bank is monitored; a bank exceeding stipulated limits
comes under the special surveillance of the central bank. The rate of
nterest on ¢all monev credits is set by the central bank. The 3-month
HELIBOR s the anthmetic mean of daily inter-bank offered rates for the
four biggest commercial banks and Postipankki.
Net central bank debt of the deposit banks = Gross central bank debt
of the deposit banks — The commercial banks’ and Postipankki's call
money and term deposits and their holdings of CDs 1ssued by the Bank
of Finland. — All deposit banks cash reserve deposis at the Bank of
Finland.
Cash reserve deposits of the deposit banks eaual the totat amount of
cash reserve deposits at the Bank of Finiand made bv the deposit
banks under the Cash Reserve Agreement of September 7 1984. The
deposit banks consist of the commercial banks. co-operative banks.
savings banks and Postipankki.
The cash reserve requirement is set each month by the Bank of Finland
as the percentage of each bank's stock of deposits and major partofa
bank’'s net foreign devt which must be deposited at the central bank.
Deposits are to be made one month after the close of the month to
which the coefficient applies.
Call money credit extended by the Bank of Finland = Demand for calit
gnoney by the deposit banks — Supply of call money by the deposit
anks.
As from the beginning of 1986, the call money nterest rate was dif-
ferentiated inta two separate rates of interest. the rate on call money
credits and a lower one, the rate on call money deposits. As from the
beginning of 1986. the figures on page 6 and the chant itlustrating the
call money rate have been prepared on the basis of the rate on call
money credits.

FORWARD EXCHANGE MARKETS IN FINLAND

Page 7 The figures for columns 1—6 are calculated by the Bank of Fin-
land on the basis of monthly reports from the banks on their outstand-
ing forward exchange positions at the end of each month. The figures
for columns 7—9 are based on monthly averages of daily representa-
tive quotations. as reported by the banks to the Bank of Finland.
The banks’ foreign currency nosinons shown in the chartatthe bottom
of page 7 are monthly averages of daiiy spot and forwara positions
vis-a-vis the markka as reported by the commercial banks to the Bank
of Fintand. The spot position includes all foreign currency-denosminat-
ed assets and liabilities of the panks, exciuding their outstanding for-
ward contracts.

FOREIGN EXCHANGE RATEZS

Pages 8—9. Exchange rates are annual and monthly averages of the
Bank of Finland's dailv quotations. From the beginning of 1987 all
quotations are expressed as FIM per one unit of foreign currency. The
Australian dollar {AUD) ana the European Currency Unit {(XEU} have
been adaed to the list of quoted currencies. The currency index s
shown as annual and monthly averages of aaily index numbers. The
shart at the bottom of page 8 shows the banks forward selling rates
for the US doilar as deviations from the spot rate.

DEPQSITS BY THE PUBLIC —

ADVANCES TQO THE PUBLIC — MONEY SUPPLY

Figures for deposits ana advances are supplied by the Central Statisti-
cal Office.

Page 10. Deposns by the public. The central government and the
financial institutions are mainly exctuded from the public.

From 1974 deposits incluge domestic geposits denominated in
foreign currency.

24

Page 1. Advances 1o the public. The zentral government and the
financial institutions are not inciuded in the pubiic.

Postuipankki’'s advances do not include 10ans granted oy the State
investment Fund {INRA;. Domestic credits in foreign currency are
mainlv granted by the commercial banks and the rest by Postipankki.
Money Supoiv M, = Finmish notes and coins in circulation — Finnish
notes and coins held by the banks ~ Demand deposits held by the
public {inci. Demana deposits at the Bank of Fintand). Quasi-Monev =
Time adeposits neld bv the public (inc. Time depocsits at the Bank of
Finland).

Note: Domestic deposiis in foreign currency included in monev supply
since 1974. 1n the monev supply the public includes non-monetary
financial institutions.

STATE FINANCES

Page 12. Official figures computed by the Economics Department of
the Ministry of Finance. Revenue and expenditure: Extra-budgetary
funas and the aggregated net current deficit of State enterprises are
included. Figures are reported on a cash payment basis.

FOREIGN TRADE

Pages 13—15, Figures supplied by the Board of Customs. /ndices (p.
13): The volume indices are calculated according te the Paasche for-
mula and the unit value indices according to the Laspeyres formula.
Terms of trade: the ratio of export indices to import indices. Foreign
trade by countries: (p. 15): from January 1980 imports by countries of
orfigin, exports by countries of consignment.

BALANCE OF PAYMENTS
Pages 16—*7 Figures are calculated by the Bank of iniand.

Columns 1-7. The figures for the trade and goods and services
accounts are in accordance with the System of National Accounts.

Columns 12-13. Long-term loans compnse financia! loans and
import and leasing credits.

Column 15. Miscellanecus iong-term capitai ttems, net=direct invest-
ment, net + portfolio investment by foreigners + financial loans and
development credits 1o abroad + Finland’s subscriptions to interna-
tional financial institutions, net.

Column 23. Changes n the foreign exchange reserves of the Bank of
Finland exciude changes in the markka value of the reserves caused by
changes 1n exchange rates.

FOREIGN ASSETS AND LIABILITIES

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

Long-term assets: Other = financial ioans + development credits +
Finland's subscriptions to internationai financial institutions. iong-
term liabilines: Portfolio investment = the outstanding amount of
share i1ssues by Finnish companies on foreign stock exchanges and of
securities sold to foreign buvers through the Heisinki Stock Exchange.
Other = Leasing credits + subscriptions to international financial insti-
tutions paia in the form of bonds.

Column 22. Debt service = Net investment income of short-term and
long-term assets and liabilities - net amortisation pavment of long-
term foreign assets and liabilities. excluding early repavments of loans
due to the restructuring of debt. repatriations of equity capital (includ-
ed under direct investment), as from the beginning of 1986 repur-
chases of shares lincluded under portfolio investment}, and repay-
ments of the Bank of Finiand’s reserve and oil credits.

Columns 22 and 23 during the year and the quarter

Chart Dept service ratio’ Debt service as a per cent of current account
earnings.

PRICE INDICES
Page 20. All indices calculated bv the Central Statistical Office.

WAGES — PRODUCTION
Pages 21—22. Figures supplied by the Central Statistical Office.

Page 22. index of industrial production caiculated by the Central Sta-
tistical Office. The grouping, by branches of industry 1s in accordance
with the Standard industrial Classification (SICi which is a version of
the 1068 edition of the ISIC. The SIC faciiiiates international compari-
sons between Finnish statistucs and corresponding data from coun-
tries which use the ISIC. The seasonally adjusted series is calculated
bv the Bank of Finland on the pasis of the index of industrial produc-
tion per working day according to a method resembling the U.S.
Bureau of Census Method il.

LABOUR — TIMBER FELLINGS — INTERNAL "RADE —
CONSTRUCTION OF BUILDINGS

Page 23. Labour figures suppiied by the Central Statisucas Office.
Commercial umber fellings compiled by the Forest Research institute.
Retailers” and Wholesalers® voiurme indices supplied by the Central
Stausucal Office. Construcron of buildings figures calculiated by the
Centra) Statistical Office.

Owing to rounding, the figures in statistical tables do not necessarily
ada up 1o the totals shown.

SYMBOLS USED: * Preliminary, * Revisea. 0 Less than half the final
digit shown, . Logically impossible.. Notavailable. — Nii. S affected
by strike. — Break in sertes.




SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1 158 1o * 802 Finiand formed a part of the kingdom of Sweaen.
Connectea from 1 809 with Russia. Finland was an autonomous coun-
1ry with the Emperor as Grand Duke untii Decembper 6,1917. the date
of Finland’s aeclarauon of independence. The republican consutution
was adopted in 1919. The legisiative power of the country is vested in
Parhiament and the President. The nighest executive power is held by
the President, elected for a perioa of 6 vears. The President for the cur-
rent term. January 27 1982, 10 March *. 1988. s Mauno Koivisto.

Parfiament, compristng 200 members is elected by universal suffrage
for a penod of 4 years. The number of seats of the different parves in
Parliament electea 1in 1987 1s as follows: Social Democrauc Party of
Finland 56, Nauona! Coalition Party 53, Centre Party 40, Democrauc
League of the People of Fintand 16, Finnish Rurar Party 9, Swedish
People’'s Panty 13. Chrnisuan League of Finlana 5. The Greens 4 ana
Democratic alternative 4.

Finland 1s divided 1n1o 463 self-governing municipalities. Members of
the municipal council are elected by universal suffrage for a perioa of
4 vears.

INTERNATIONAL ORGANIZATIONS

Fintand became a member of BIS 1830, IMF 1948, IBRD 1948, GATT
1950. UN 1955, IFC 1956. IDA 1960. EFTA 1961. ADB 1966, OECD
1969. IDB 1977 and AfDB 1982,

LAND

THE AREA 15 338000 square kiiometres (Great Briiain's area 1s
244000 sq. km ana ltaly’'s area 301 000 sq. km). Of the total. miand
waters form 9.4 %. Of the land area {1980} 2.5 mill. ha (8.2 %j are culti-
vated and 19.7 mill. ha {(64.5 % are covered by forests.

OWNERSHIP OF LANL (1979). The rotai tand area was distributed
among different ciasses of owners approximately as foliows: private
58.7 %, State 2" 4 %, jo0int stock companies etc. 7.4 %, municipalities
and panshes 2.5 %

POPULATION

NUMBER OF INHABITANTS | 1985): 4.9 miilion. Sweden 8.4, Switzer-
land 6.5, Denmark 5.1. and Norway 4.2 million.

DENSITY OF POPULATION {1985}: In South Finland 47.9, 1n East ana
Central Finland 14.3. in North Finland 4.2 and in the whole country an
average of 16.1 inhabitants to the square kilometre.

DISTRIBUTION BY AREA 11985}. 40 % of the popuwaton inhabir the
rural areas, 60 %towns. The largest towns are: Helsinki (Helsingfors),
the capital. 485795 nhabitants, Tampere (Tammerfors) 169026.
Turku {Aboj 161398,

EMPLOYMENT 11986): Agrnculture and forestry 11 %, industry and
construcuon 32 %. commerce 15 %, transport and communication
89%. financing, insurance. real estate and business services 6 %, com-
munity and personal services 28 %,

LANGUAGE {1985}: Finnish speaking 93.6 %. Swedish speaking 6.1 %,
others 0.3 %.

EDUCATION :1987}: Pracucsliv all persons over 15 vears of age are
iiterate. There are 8 universinies (the otdest founded in 1640} and "2
colleges of umiversity standard.

CHANGE OF POPULATION (1985): nirths 12.2 ¥4 geaths 9.8 Y4
change + 3.5 % o, netimmigration ~ 0.6 ¥ 4 Deaths inFrance 10.7 ¥ o
and Great Britain 178 Y45

TRADE ANC TRANSPORT

NATIONAL INCOME 11986), in miliion FiM: Gross domestc product at
factor cost by industrial origin: agriculture and fishing 13993 14 %j,
forestry 9943 {3 %), manufactunng 85036 (27 %j, construction
24386 (8 %), trade. restaurants and hotels 36 948 (12 %j, transport
ana communicauon 25 105 (8 %), banking and insurance 14851 (5%j),
ownership of dwellings 20904 {6 %). other services 84562 {27 %i,
total 316729 index of real domesuc product 1C2 i1985 = 100).

4 4716018/gst

FOREST RESOURCES ,1984). The growing stock compnsea of 1 660
million m* tsohd volurne with bark) of wmch 45 % was pine and 37 %
spruce the remaining 18 % bemgd proad-ieavea trees chiefly birch, Of
the growing stock 656 million m® was up to the standard requirea for
logs. 5" % of these being pine. The annuai growth was 68 million m*
and the total drain calculated on the basis of roundwood consumption
was 52.3 million m®

AGRICULTURE 11984). Cuitivated iand 2.4 million nectares. Number
of holdings 203 933 of which 142931 are of more than 5 ha. Measure
of self-sufficiency in breaa cereals 92 %.

INDUSTRY {1984)}. Gross value of industrial production FM 244745
mill., number of workers 39C 301, salarea empioyees *47 608,
motive power 8.7 mill. kW. Index of industnal production 1178 tor
1984 {1980= 100}

STATE RAILWAYS (Dec. 3° 1985) Length 5979 km.

MERCHANT FLEET {Sept. 30. 1987} Passenger vessels 167 {252 136
gross reg. 1ons), tankers 28 (241 604 gross reg. tons), drv cargo ves-
sels 104 (258 22C gross reg. tons), other vessels 114 {70897 gross
reg. tons}, totat 413 {823 857 gross reg. tons).

AUTOMOBILES (Dec. 3 1986): Passenger cars 1613848. lorries
and vans 187468. buses 9166, other automobiies 1247C. 1o01al
1828949,

FINNISH AIRLINES {Feb. 28, 1985i. Finnair hassnuse 1 DC-8-62, 3DC-
9-10,5DC-9-41. 12DC-9-561 3DC-9Super 82. 3DC-10-30. * DC-10-
30 ER and 3 Fokker F-27 Friendship MK. The company nas scheduled
flights to 34 foreign and 21 domestic destinations.

FINANCE AND BANKING

CURRENCY Since 1860. Finland has haa i1ts own monetary system.
From 1877 until 1914 the country was on the golg standard. ana
returned 1o itin 1926.1n 1931, the Central Bank s duty 10 reaeem bank
notes in gold was suspended and at the end of 1962 was enureiy can-
cetled. The monetary unit 15 the markka (plurat: markkaal, which is
divided into 100 pennia {singular- penni). The abbreviation used for
the markka is FIM. The last par value of the markka was seton Oct. 12,
1967 and was 0.21159 grams of fine go1d per markka (equivalent, at
the time. to 4.20 markkaa per U.S. dollar). Since Nov. 1. 1977 the
external value of the markka has been officially expressed interms of a
currency index. This ingex 1s tradeweighted and as from Jan. 1. 1984
indicates the average change in the convertibie currencies which are
important In Finnish foreign trade. The present currency weights are
SEK 20.1. DEM 19.4, GBP 14.2, USD 9.0, other currencies 37.2. The
permissible range of fluctuation is about 2.25 per cent on either side of
t1l'be t?’;eoretlcal arithmetic mean. The fluctuation iimits are 106.0 and
1.3

THE CENTRAL BANK. The Bank of Finiana (estab. 181} functions
under the guarantee ana superviston of Pariiament. its Board of Mana-
gement is appointed by the President of the Republic: the Bank Super-
ViSOrs, ning In number. are elected oy Parhament. The Bank has a head
office in Helsink: and 12 pranches in other towns.

OTHER CREDIT INST'TUTIONS (Dec. 31. 1986). There are two bigand
eight small commerciai panks with 10 all 967 offices. 254 savings
banks. 370 co-operstive panks. six mostgage banks. Postipankk; and
three devetooment credit institutions. The co-overative stores accept
deposits from their members. The Social Insurance institution and 48
Drivate insurance companies atso grani credits.

RATZS OF INTEREST (May 12, 1986). “he Bank of ~inland's base rate
is 7 % The interest rates for aomestic tending other than bank fi-
nancing by the Bank of Finland vary petween 4 % % ana 3 % %. 3ther
credit institunons: tme deposits 2% %, 6 month deposits 4 %: 72
month deposits & % %; 24 month deposits 7
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FINLAND’S DEVELOPMENT COOPERATION IN SUPPORT OF

STRUCTURAL ADJUSTMENT

by Kai Helenius, Undersecretary of State,
Ministry for Foreign Affairs

Finnish official development assistance has
increased rapidly in recent years. The govern-
ment budget proposal for 1988 provides for aid
expenditure amounting to 0.62 per cent of
GNP, and Finland aims 10 achieve the United
Nations recommendation of 0.7 per cent of
GNP during the current decade. Finland’s offi-
cial development assistance funds are used to
support economic and social development.
The main emphasis of Finnish assistance is on
project aid. Projects are chosen in accordance
with the needs of the recipient countries,
priority being given to projects promoting
sectoral structural adjustment. Humanitarian
aid provided by Finland is also growing rapidly,
with assistance to refugees and refugee or-
ganizations accounting for an increasing pro-
portion of this aid.

AIMS AND POLICIES

Developing countries throughout the world
continue to face severe economic problems
and not even the most optimistic estimates
point to their speedy resolution. During the
past few years developing countries have in-
creasingly expressed their willingness to
undertake reforms promoting economic de-
velopment. At the same time, however, it is
clear that — in addition to normal financial
fiows — more help is needed from donor
countries before the necessary structural
adjustment can be set in motion. Productive
investments in agriculture and industry are an
essential requirement for the repayment of
accumulated debts but are unattainable with-
out an increase in savings or new loans.

Development cooperation is an integral part of
Finland’s foreign policy and relationships with
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the developing countries. The aims of coopera-
tion thus derive primarily from the overall goals
of foreign policy as well as from the principles
of the United Nations’ development strategy,
which seeks to support the developing
countries in their efforts to achieve economic
and social well-being and greater economic
independence.

The objective of supporting the economic and
social development of the developing countries
is pursued through both bilateral cooperation
programmes and projects and multilateral as-
sistance. Finland’s multilateral development
policy is closely linked with the development
programmes of the United Nations and de-
velopment finance institutions. Bilateral de-
velopment assistance is primarily directed to
countries striving for economic self-reliance
and social development, in accordance with
their priorities. A general principle in Finland’s
development aid policy is that assistance is
concentrated on the poorest developing
countries.

The aid programmes are administered by the
Finnish International Development Agency
{FINNIDA), which is a department of the
Ministry for Foreign Affairs. The Finnish Fund
for Industrial Cooperation Lid (FINNFUND) is
designed to promote and finance industrial
joint ventures between Finnish enterprises and
developing countries. FINNFUND invests in
the equity capital of joint ventures, grants
loans to them and finances feasibility studies.

Finnish non-governmental organizations make
a very valuable contribution to Finnish de-
velopment cooperation efforts. With govern-
ment support for up to 60 per cent of project
costs, non-governmental organizations use



their own funds and voluntary labour for de-
velopment projects, frequently at the "grass-
roots” level. These organizations, about 150 in
number, have accumulated great experience
and often have a long tradition of working in
developing countries. Supported by active
population groups they work in direct contact
with the inhabitants of developing countries,
achieving lasting results.

The humanitarian assistance given by Finland
has grown rapidly in recent years and is set to
grow further in the future. Assistance to refu-
gees and refugee organizations accounts for
an increasing share of humanitarian aid. Fin-
land recognizes the importance of research in
determining how development assistance can
speed up the many-faceted process of social
change conducive to development and there-
fore also channels funds to development re-
search activities.

OVERALL TRENDS

Finland has reaffirmed her compliance with
United Nations recommendations according to
which industrial countries should raise their
development assistance to at least 0.7 per cent

TABLE 1. OFFICIAL DEVELOPMENT ASSISTANCE
BY MEMBER COUNTRIES OF THE OECD DEVELOP-
MENT ASSISTANCE COMMITTEE IN 1981 AND 1986,
PER CENT OF GNP

1981 1986
Australia 0.41 0.49
Austria 0.33 0.21
Belgium 0.59 0.48
Canada .43 0.48
Denmark 0.73 0.89
Finland 0.27 0.45
France 0.73 0.72
Federal Republic of Germany 0.47 0.43
Ireland 0.16 0.28
ltaly .19 0.40
Japan 0.28 0.29
Netherlands 1.07 1.00
New Zealand 0.29 0.27
Norway .85 1.20
Sweden 0.83 .88
Switzerland 0.24 0.30
United Kingdom 0.43 0.32
United States 0.19 0.23
All DAC countries 0.35 0.36

Source: OECD/DAC/ 1987 Review
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of GNP. Thanks to increased efforts, Finnish
official development assistance has grown
rapidly in recent years. In 1987, assistance will
amount to approximately 0.55 per cent of
GNP. The government’'s budget proposal for
1988 provides for an increase to 0.62 per cent
next year, and Finland’s stated aim is to raise
development assistance to 0.7 per cent of GNP
before the end of this decade. Finland’s official
development assistance is one of the fastest
growing among OECD member countries and
is currently clearly above the average level.

Of the total official development assistance of
FIM 2491 million (approximately USD 550
million) budgeted for 1988, roughly 40 per cent
is designed for use in multilateral assistance
and 60 per cent for use on a bilateral basis.
This division of aid has already been applied
for several years.

MULTILATERAL AID

Multilateral assistance is mainly channelled
through United Nations development agencies
and programmes, as well as through develop-
ment finance institutions. These organizations
are in the process of developing their division
of labour in the provision of financial, tech-
nical, food and humanitarian aid.
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TABLE 2. FINLAND'S MULTILATERAL AID DIS-
BURSEMENTS IN 1981 AND 1986, FIM MILLION

1981 1986
UN development programmes 37.8 9C.0
UN sociai deveiopment programmes 12.4 92.1
International development finance
institutions 1227 253.8
Food aid 24.7 93.7
+Humanitanan aid 5.2 235
ODA share of assessed contribu-
tions to international organizations 37.2 12.7

Development research institutions
{incl. WIDER) — 30.2

Total 240.0 635.5

In 1987, United Nations organizations will
receive Finnish aid totalling FIM 259 million
and development finance institutions FIM 292
million. Finland places the major emphasis in
its support on the United Nations Development
Programme, the United Nations Childrens’
Fund and the United Nations Fund for Popula-
tion Activities. Finland is, together with the
other Nordic countries, actively engaged in the
process of influencing the strategy, planning
and operational streamlining of the United
Nations agencies in the economic and social
sector.

This activity in the governing bodies of the
United Nations agencies is complemented by
work on the governing boards and committees
of the development finance institutions, inciud-
ing the Internationai Bank for Reconstruction
and Development, the International Develop-
ment Association, the African Development
Bank, the Asian Development Bank, the Inter-
American Development Bank and the Interna-
tional Fund for Agricultural Development. Fin-
land seeks to influence the lending policy of
the institutions in line with the objectives of
Finnish development cooperation policy. In
addition, she supports the strengthening of the
operationa!l facilities of these institutions.

Finland deems it important that environmental
considerations are duly taken into account in
lending programmes. Today’s environmental
concerns such as soil erosion and tropical
deforestation, which are exacerbated by rapid
population growth, call for prompt action.
Protection of the environment is now generally
recognized as a prerequisite for sustainabie
economic growth as well as for agriculturai
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and rural development involving both men and
women.

Finland also participates in the work of the
World Institute for Deveiopment Economics
Research (WIDER) of the United Nations Uni-
versity, located in Heisinki. Total Finnish con-
tributions tc research work will amount 1o FIM
41 million in 1987, of which the share of the
WIDER institute is FIM 25 million.

BILATERAL ASSISTANCE

Bilateral Finnish development cooperaton is
fairly highly concentrated both geographically
and sectorally. Fifteen countries are the main
recipients of Finnish official development as-
sistance. In addition. individual projects are
carried out in a number of other countries.
Bilateral aid essentially focusses on exiensive
jong-term projects based on multi-year country
programmes.

About 60 per cent Finnish bilateral assistance
is provided to countries in Africa. Roughly
three-quarters of Finnish aid goes 10 low-
income countries (LICs). The share of the least
deveioped countries (LLDCs) in total bilaterai
aid is around 35 per cent. South and South-
East Asia, and to a lesser degree Latin Amer-
ica, aiso receive Finnish development aid.

Development projects form the basis of Finnish
bilateral development cooperation. The cycle
of project preparation, appraisal, implementa-
tion and evaluation is a rather time-consuming
process but helps to guarantee the long-term
development effect, environmental soundness
and economic viability of the project. When
entering a project FINNIDA assumes the re-
sponsibility for the mamntenance and other
follow-up relating to the project for many years
into the future. Institutional assistance and
training are provided to enable the handing
over of the impiemented project to the local
population.

As many recipient countries are undertaking
structural adjustment programmes, Finnish
project aid seeks to supbort them in their
efforts. Official development assistance funds
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sessing the sectors both the needs of the
recipient country and the available resources in
Finland are evaluated. In most Africap
countries agriculture occupies -a central posi-
tion and Finland is also sirongly committed to
increasing the share of bilateral assistance to
agriculture and rural development.

Other sectors in which Finland has resources
and reliable know-how as well as a nigh level
of international competitiveness include for-
estry and forest industries, power generation,
energy transmission and distributior, transport
and communications, water supply and sanita-
tion, health education and primary health care
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component of Finnish aid is food aid, which
contributes to food supply in countries with
insufficient food production. it is generally
combined with efforts to improve domestic
food production, storage and distribution in
the countries concerned.

TABLE 3. SECTORAL DISTRIBUTION OF FINNISH
BILATERAL AID IN 1986

1986
FIMm
million %
Agriculture and forestry 161.7 17.0
— agriculture 94.9 10.0
— forestrv 66.8 7.0
Mining 21.8 2.3
Manufacturing 144.2 16.2
— food industry 18.4 1.9
— forest industry 93.3 9.8
— other industry 325 3.4
Water and energy supply 174.1 18.3
— water 80.9 85
— energy 93.2 9.8
Construction 7.2 0.8
Transport 78.3 8.2
Communications 17.1 1.8
Trade and finance 19.9 2.1
Pubiic administration 5.8 C.6
=ducation 715 7.0
Health services 85.7 9.0
Not allocated py sector 163.8 17.2
Total 951.1 100.0

N
<}



The financial terms of Finnish aid have tradi-
tionally been very soft. Around 95 per cent of
annual official development assistance dis-
bursements are on a grant basis. As regards
development credits, their estimated grant ele-
ment has been around 70 per cent. To increase
financial flows for investments in developing
countries combining non-concessional loans
with concessional financing, Finland extends
mixed credits to investment projects which
form part of the recipient country’s develop-
ment plan.

Finnish development cooperation constitutes
but a small part of the financial flows and
concessional aid going to any developing
country. Finnish activities are therefore coor-
dinated with other donors in dialogue with
recipient countriess so as to avoid the
unwelcome overlapping of activities.

PROBLEMS AND PROSPECTS iN
INTERNATIONAL DEVELOPMENT
COOPERATION

In 1985, the Development Assistance Commit-
tee of the OECD evaluated the results of 25
years of official development assistance. lts
conclusion was that development in general
has been significant, although serious prob-
lems have been encountered, especially in
Sub-Saharan Africa.

In 1986, economic progress in the developing
countries varied, influenced by their depend-

ence on growth in the world’s major
economies, which was less than 3 per cent.
Parts of Africa recovered somewhat as rains
made possible increased agricultural produc-
tion after a period of drought. Today, we are
aware of new drought problems emerging in
Ethiopia and some other countries.

Several developing countries, particularly in
Africa, bhave difficulties in achieving an
economic growth rate which is higher than the
birth rate. Developing countries are also ham-
pered by serious debt problems. In many
Sub-Saharan countries debt servicing costs
amount to more than 50 per cent of export
earnings. A permanent increase in interest
rates in major economies would have serious
consequences for the debt-ridden developing
countries.

In these circumstances, many developing
countries have recognized the necessity to
adjust their economic structure in accordance
with economic reform programmes agreed
with the International Monetary Fund and the
World Bank as a condition for support. The
developing countries have stated that the re-
sponsibility for development is their own but
that they need the support of the international
community. Finnish development assistance
seeks to contribute to the efforts of recipient
countries to extend political, social and cultural
rights and to distribute economic benefits to all
segments of their population. During a period
of necessary structural adjustment Finland
supports adjustment with a human face.
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MONETARY AND FOREIGN EXCHANGE POLICY MEASURES
FROM NOVEMBER 1986 TO OCTOBER 1987

1986

November

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

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

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

December

Terms of central bank financing. On December
1, 1986, the Bank of Finland introduces a
system under which the banks may, i1 addition
to call money credit, aisc obtair central bank

financing in the form of longer-term credits at
fixed rates of interest. Initially, oniy three-
month credits are to be granted and the
quantity of credit and the rate of interest
charged are to be determined on the basis of
banks’ requests for credit within the frame-
work of the targets set for central bank financ-
ing by the Bank of Finland. The upper limit on
the rate of interest applied to fixed-rate term
loans extended by the central bank is the same
as that on the call money lending rate, i.e. the
base rate plus 15 percentage points.

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

Call money market. The Bank of Finland iow-
ers the call money deposit rate from 10.8 10 9.0
per cent as from December 1 and raises the
rate on call money credits from 11.8 to 11.9
per cent as from December 2 and further to
12.0 per cent as from December 9.

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

1987
January

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

New-export credits. As from the beginning of
1987, the Bank of Finland restricts the use of
new-export ¢redits so that the duration of a
new-export credit extended t0 a company
cannot-exceed five years from the drawing of
the first credit instaiment. The rate of interest
collected by the Bank of Finland from banks
for new-export credits is raised to the same
level as that applied to the financing of
short-term export credits, i.e. the Bank of
Finland’s base rate.

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

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

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

February

&

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

Effective Rate on call Rate on call

as from money credits money deposits
Per cent Per cent

February 2 11.8 9.5 (unchanged)

February 13 1.7 2.5

February 20 11.6 8.

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

March
Call money market. The Bank of Finland imple-

ments the following changes in its call money
rates:

Effective Rate on cali Rate on call
as from money credits money deposits
Per cent Per cent
March 5 115 75
March 17 1.4 7.5

Banks’ central bank financing. On March 17,
1987, the Bank of Finland complements the
system of monetary control by introducing
dealings in certificates of deposit with banks
on an experimental basis alongside term
credits and term assets. At the same time, the
use of call money credits is limited as from
March 30, 1987. With effect from that date,
each bank may daily resort to call money credit
only up to an amount corresponding to 7.5 per
cenit .of the total amount of its equity capital
and cash reserve deposits. A penalty rate of
interest is to be charged on credit exceeding
the limit.

April

Call meney market. The Bank of Finland low-
ers the call money credit rate from 11.4 10 11.2
per cent as from April 2 and further to 11.0 per
cent as from April 29

May

Interest rate policy. As from the beginning of
May, the Bank of Finland reduces the restric-
tions on the use of money market rates as
reference rates for bank loans. Besides the
base rate, the banks may, without special
approval, use some other Bank of Finland rate,
the official money market rate used in market
transactions or some derivative of these rates



as reference rates for all iending except hous-
ing loans.

As from May 1, the Bank of Finland begins to
publish daily 1, 2, 3, 6, and 12-month
HELIBOR (Helsinki Interbank Offered Rate)
rates, which the banks may henceforth use as
reference rates in their lending. HELIBOR rates
are the average bid rates for each category of
certificate of deposit as quoted by the five
largest banks each day at 1 p.m.

June

Revisions to the Foreign Exchange Reguia-
tions. The Bank of Finland decides on certain
revisions 1o the Foreign Exchange Regulations
that enter into force on June 15, 1987.

With certain exceptions, it is allowed to make
direct investments abroad without obitaining
the advance permission of the Bank of Finland
up to the value of FIM 30 million. It is,
however, necessary to provide the authorized
bank with the information required by the
Bank of Finland.

In payments of suppliers’ credits for imports,
credit periods exceeding six months are
allowed without the special permission of the
Bank of Finland up to the maximum amount of
FIM 100 000.

The handling of applications for permission in
respect of recreational dwellings abroad is
transferred to the authorized banks. The upper
limit of FIM 600 000 permitted for a purchase is
not amended in this context, and for pur-
chases exceeding this amount, the Bank of
Finland grants permission on a case-by-case
basis.

Investments abroad in publicly quoted
securities are allowed up t¢c the maximum
amount of FIM 50 000.

Details of other minor changes and revisions 10
the Foreign Exchange Regulations are t0 be
released when new pages of the Foreign Ex-
change Regulations are published.

July

Call money market. With the effect from July
1, 1987, the Bank of Finland supplements the
conditions governing borrowing by commercial
banks in the Bank of Finiand's call money
market {see March 1987) by stipulating that the
upper limit on the right of an individual bank to
resort 1o call money credits is, in all cases, not
less than FIM 10 million.

August

Rewvision of foreign exchange regulations. The
Bank of Finitand decides to extend the right of
enterprises, previously granted only to manu-
facturing and shipping companies, to raise
foreign loans with a maturity of at least five
vears for the financing of their operations. As
from August 1, 1987, this right also appilies to
other companies and cooperative societies car-
rving on business activity, with the exception
of financial and insurance institutions and
housing and real estate companies.

Cash reserve requirement. The Bank of Finland
raises the cash reserve requirement from 4.7
per cent to 4.9 per cent of the total stock of
deposits in August.

October

Amendments to Foreign Exchange Regula-
tions. The Bank of Finland decides to allow
authorized banks to write and purchase mark-
ka options as from October 1, 1987. At the
same time, the Bank of Finland grants com-
panies and other residents the right to
purchase such options. Banks had previously
been allowed to write foreign currency options
but not markka options. Markka options entitle
but do not oblige the holder to purchase or sell
foreign currency at an agreed markka rate
within an agreed period.

Banks’ central bank financing. With effect
from October 1, 1987, savings and cooperative
banks are allowed to deal in certificates of
deposit with the Bank of Finland provided that
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they meet with the requirements set on
trading.

As from October 1, 1987, the Bank of Finland
enlarges 1o some extent the right of banks to
use call money credit which is not subject to
penalty interest.

Housing foans. From October 16, 1987, the
Bank of Finland ceases to issue precise guide-
lines to the banks concerning prior savings
required for housing loans and other personal
credits.
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