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Bank of Finland forelgn exchange reserve, 1965-1970
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ON THE OCCASION OF THE CLOSING OF THE 1970 ACCOUNTS

the Governor of the Bank of Finland, Dr. Mauno Koivisto,

has made the following statemeént

A high rate of economic growth, accompanied
by relatively stable price and cost developments,
continued in Finland throughout 1970. Due
to the rapid rise in total demand, the purpose of
economic policy was to prevent the emergence
and aggravation of internal and external dis-
equilibria. However, this policy was not com-
pletely successful. Buoyant investment and
consumption demand has given rise to in-
creased imports and during the autumn the
foreign trade deficit has become larger and
balance of payments forecasts have caused
more concern.

The Bank of Finland has endeavoured to pre-
vent overheating in the economy by curbing
the growth in bank lending and, also towards
the end of the vyear, by restricting the use of
short-term import credit in certain cases. In the
instructions given to the banks the importance
of selective lending has been emphasized, both
for balance of payments reasons and to safe-
guard structural changes which are important
for stable economic growth.

As a result of the arrangements introduced
towards the end of 1969 intended to improve
the scope for counter-cyclical policies almost
300 million marks of counter-cyclical and in-
vestment deposits, mainly collected from in-
dustry, have accrued at the Bank of Finland in
1970. Since firms are allowed to deduct their
counter-cyclical deposits and investment fund
transfers from their taxable business income,
the public sector has at the same time in effect
postponed collecting corresponding tax rev-
enue to the future. The State has in addition
to these measures supported the counter-
cyclical policy by transferring 100 million marks
to its own counter-cyclical fund and by im-
proving its liquidity position.

The total effects of these policies can be as-
sessed only after it has been seen how success-
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ful will be the timing and allocation of the use
of the funds. It seems at"the moment that the
collection of reserves, which formed the first
stage of the policy, did not check the over-
heating to the desired extent; private invest-
ment activity has continued to be strong and
investment projects have not been sufficiently
postponed to a time when the economic growth
rate will be lower, The counter-cyclical reserves
have not had the full effect on real investment
as a considerable part of the transfers have been
financed by loans. Therefore the margin created
in the balance of payments is not sufficient for
an effective counter-cyclical policy: the foreign
trade deficit has increased as well as borrowing
from abroad. On the other hand the collection
of counter-cyclical reserves has successfully
prevented an undesirable easing in the financial
market in the midst of a boom.

In spite of the growth in the foreign trade
deficit, the foreign exchange reserves of the
whole country are estimated to have remained
roughly unchanged in 1970. The gold and
foreign exchange reserves of the Bank of Fin-
land rose by 563 million marks, including the
Special Drawing Rights in the International
Monetary Fund, equivalent to 88 million marks,
which were allocated to Finland at the be-
ginning of the year. This was, however, counter-
balanced by an almost equivalent increase in
the foreign exchange liabilities of other author-
ized banks. The fact that the country’s total
foreign exchange reserves have not experienced
any marked change is largely due to a large
increase in foreign borrowing, partly in the form
of short-term liabilities. This development was
facilitated by the greater tranquillity in the
international financial markets at the beginning
of 1970 after unrest in the autumn of 1969.

The liabilities of the commercial banks to the
Bank of Finland increased sharply in 1970. The
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net claims on the commercial banks — taking
into account the decline in special loans due to
the discontinuation of the index linkage system
and the refunding of cash reserve deposits —
rose from 536 million marks to 838 million.
As a result of the technical reform at the be-
ginning of the year the banks’ liabilities were
almost entirely in the form of discounted in-
stead of rediscounted bills. In addition, a part
of the banks’ need for central bank credit was
satisfied through purchases of bonds under a
repurchase obligation and through mutual
credit arrangements between the banks.

The Treasury repaid the remaining 100 million
marks of the 300 million mark loan granted to
it by the Bank of Finland in 1966. The amount
of unused export levy funds declined from 196
million marks at the beginning to 118 mitlion
at the end of 1970.

The Bank's lending to private customers was
reduced by 44 million marks during the year
under review. At the end of the year, out-
standing drawings on ‘new export’ credits
totalled 66 million marks and the amount drawn
on loans granted for domestic suppliers’ credits
totalled 97 million marks.

As for other items in the Bank's balance sheet,
the sales of deposit certificates, which like
counter-cyclical reserves, are included in »Do-
mestic term liabilities» amounted to 203 million
marks at the end of the year. The portfolio of
domestic bonds was reduced by 62 million
marks. The capital of the Bank was raised by a
parliamentary decision from 300 million marks
to 600 million marks. The Bank of Finland’s
profits for 1970 amounted to 63 million marks.

January 4, 1971.




BANK OF FINLAND Mill. mk
1969 1970
Dec. 31 Nov. 30 Dec. 8 Dec. 15 Dec. 23 Dec. 31
Assets
Gold and other foreign assets 14331 1847.3 1843.7 18444 1918.6 19646
Gold 189.4 189.5 121.3 121.3 121.3 121.3
Special drawing rights — 98.0 98.0 98.0 98.0 98.0
IMF gold tranche 173.3 199.5 267.7 267.7 2803 280.3
Foreign exchange 905.0 12500 1247.7 1247.2 1301.3 13440
Foreign bills 108.3 80.1 78.8 80.0 81.2 847
Foreign bonds 59.1 30.2 30.2 30.2 36.5 36.3
Claims on domestic banks 637.1 871.6 891.4° 937.4 986.4 839.0
Discounted bills —_ 817.5 865.4 911.3 954.4 827.0
Rediscounted bills 550.3 7.7 6.4 6.4 4.1 8.8
Cheque accounts 86.8 46.4 19.6 19.7 27.9 3.2
Other {ending 317.6 262.8 266.0 267.3 268.3 282.9
Inland bills discounted
In foreign currency 7.3 —_— —_ —_ — —_
In Finnish marks 191.6 134.4 138.1 139.5 137.2 136.6
Loans 118.7 128.4 127.9 127.8 1311 146.3
Other assets 627.0 787.4 920.0 912.2 770.0 689.2
Finnish bonds 126.5 4154 343.4 337.6 209.4 64.1
Finnish coin 5.6 13.5 12.3 11.8 6.9 7.7
Currency subscription to Finland's quota
in the IMF 351.7 325.5 530.3 530.3 517.6 517.7
Other claims 143.3 33.0 34.0 32.5 36.1 99.7
Total 30148 3769.1 3921.1 3961.3 39433 37757
Liabilities
Notes in circulation 129884 1279.0 13471 1410.2 1450.1 1343.8
Liabilities payable on demand 1235 204.7 99.8 102.0 130.6 125.6
Foreign exchange accounts 81.0 73.2 71.8 73.1 100.0 94.1
Mark accounts of holders abroad 12.2 11.4 11.6 11.6 11.9 11.6
Cheque accounts
Treasury 3.7 61.6 1.8 3.1 4.3 2.1
Post Office Bank 3.6 45,0 0.8 0.9 0.5 3.7
Private banks 10.1 — — —_ - 1.1
Other 1.0 2.3 2.5 2.0 1.7 2.5
Other sight liabilities 11.9 11.3 11.4 11.4 12.2 10.5
Term liabilities 307.6 798.1 793.0 762.9 712.0 632.6
Foreign 7.7 — — —_ - —
Domestic 299.9 798.1 793.0 762.9 712.0 632.6
IMF mark accounts 351.7 3256.56 530.3 530.3 517.7 517.7
Allocations of special drawing rights — 88.2 88.2 88.2 88.2 88.2
Equalization accounts 405.6 513.4 501.7 505.8 481.5 404.1
Bank’'s own funds 528.0 560.2 561.0 561.9 563.2 663.7
Capital 300.0 300.0 300.0 300.0 300.0 600.0
Reserve fund 172.7 200.3 200.3 200.3 200.3 0.3
Profits undisposed — — — — —— -
Earnings less expenses (Dec. 31, Net
profit) 55.3 59.9 60.7 61.6 62.9 63.4
Total 30148 3769.1 3921.1 3961.3 3943.3 37757




BANK OF FINLAND

Mill. mk
Gold and foreign accounts Treasury
End of I
Vf:g;ﬁ,d Gold and é‘r:a?élr';'if;sn eig{,’;ﬁ;‘a Other Other fo':';;n Clsims  Liabilies,  claims
foreign exchange reserve foreign foreign assets on Cheque  on the
exchange and mark (1—2) assets liabilities (3+4—5) Treasury account Treasury
accounts {7—8)
1 2 3 4 5 6 7 8 9
1964 9734 84.7 888.7 76.3 82.8 882.2 8.9 5.4 3.5
1965 860.9 44.8 816.1 83.8 56.5 843.4 — 14 1.1 — 2.2
1966 555.9 61.2 494.7 81.3 100.8 475.2 10.4 39.8 — 29.4
1967 701.1 74.7 626.4 97.7 353.6 370.5 — 6.5 4.4 — 10.9
1968 13626 62.1 1290.4 124.9 33.8 13815 —354.3 3.0 —357.3
1969 1267.7 924 1175.3 517.1 360.2 1332.2 —196.1 3.7 —199.8
1870 1843.6 105.7 17379 638.7 517.7 1858.9 —118.3 2.1 —120.4
1969
Oct. 1246.7 75.9 11708 164.3 18.1 1307.0 —238.4 2.9 —241.3
Nov 1257.3 83.6 1173.7 1569.4 18.1 1315.0 —224.7 2.8 —227.5
Dec. 1267.7 92.4 1176.3 517.1 360.2 1332.2 —196.1 37 —199.8
1970
Jan, 1393.7 56.6 13371 514.8 359.4 14925 —187.2 1.1 —188.3
Feb. 1541.8 54.0 1487.8 5167 359.4 16441 —184.5 18.2 —202.7
March 1468.8 53.7 141561 524.1 359.4 1579.8 —176.2 121 -—187.3
April 14845 57.4 14271 545.6 356.4 1616.3 —169.6 6.8 —176.4
‘May 1536.6 59.5 14771 538.7 366.4 1659.4 —166.5 1.2 —167.7
June 1 686.0 85.2 15600.8 5156.2 351.7 1664.3 —163.2 0.8 —163.8
July 1642.0 83.3 1558.7 450.9 330.7 1678.9 —159.5 1.6 -161.1
Aug. 1684.8 77.9 1606.9 439.7 330.7 1715.9 —149.4 1.0 —1560.4
Sept. 1696.0 78.4 1617.6 4483 335.5 1730.4 —146.7 2.8 —149.5
Oct. 1787.5 74.2 1713.3 431.4 325.5 1819.2 —141.3 70.3 —211.6
Nov. 1737.0 84.6 16524 435.8 325.5 1762.7 —137.3 61.5 —198.8
Dec. 1843.6 106.7 1737.9 638.7 517.7 1858.9 —118.3 21 —120.4
FOREIGN EXCHANGE SITUATION Mill. mk
Net holdings, Dsc. 31, 1969 Net holdings, Nov, 30. 1970 Change
?:?,:}';,fj Other Total ?:,a,?ll;:df Other Total Nov. Jan.-Nov.
Gold 189 _ 189 190 — 190 + 1 + 1
Special drawing rights — — — 98 — 98 — + 98
IMF gold tranche 173 — 173 199 — 199 — + 26
‘Convertinle currencies 893 —98 795 1201 -—385 816 +122 + 21
Other currencies —80 5 —75 —36 — 4 —40 — 48 + 35
Total 1176 —83 1082 1652 —389 1263 + 75 +181
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BANK OF FINLAND Mifl. mk
Domestic banks Other
End of Liabilities,
year :'rru‘d D clgi?\its;d Chequs Cheque accounts Ne;b :,:?1:"’ t(’r:‘llgng1 Ot Labildes gl:tt:e:a::;: crn\:gl‘:?asng‘n
bills bills sccounts ! Private Post Offlce (1+2+3—4 I:;]r::;:sh advances ocogom
banks 2 Bank 2 —8) (7+8——9¥

1 2 3 4 5 6 7 8 9 10 11
1964 — 448.4 — 16.4 49.6 382.4 78.5 91.6 2.2 167.9 10027
19656 — 640.6 — 11.9 8.3 620.4 76.2 71.7 31.8 116.1 102856
1966 — 9156.2 — 13.8 17.3 884.1 180.3 84.8 71.9 193.2 1106.2
1967 — 867.5 — 1547 345 678.3 197.3 382.5 56.0 523.8 10521
1968 — 617.7 107.4 163.3 16.3 545.5 186.3 195.3 43.4 338.2 11596
1869 — 550.3 86.8 92.8 12.2 532.1 191.6 269.3 25.4 4355 12984
1870 827.0 8.8 3.2 1.1 37 834.2 136.6 246.0 527.3 —1447 13438
1969
Oct. — 597.2 1021 121.3 11.7 566.3 184.2 200.3 26.4 358.1 11440
Nov. — 601.0 96.7 82.7 14.0 601.0 181.4 197.3 259 3528 1191.4
Dec. —_— 550.3 86.8 92.8 12.2 5321 191.6 269.3 25.4 4355 12984
1970
Jan. 462.4 36.1 74.6 82.7 12.8 477.6 183.3 189.2 157.4 216.1 11775
Febh. 467.9 8.7 62.7 63.6 82.6 3931 178.9 196.6 165.0 210.5 1208.9
March 584.8 4.2 98.1 41.4 50.2 595.5 167.4 1916 4496 — 90.6 1189.6
April 552.8 7.3 58.3 414 16.2 561.8 157.2 1788 4371 —101.1 1205.1
May 6531.4 8.3 438 414 7.8 534.3 161.3 176.0 46656 —139.2 1258.3
Juna 589.7 6.5 404 414 5.2 590.0 150.7 167.6 549.0 --230.7 12648
July 683.2 3.7 17.3 47.0 5.9 651.3 163.3 169.0 579.0 -—246.7 12261
Aug. 664.1 12.4 275 — 1.1 702.9 162.2 160.8 5b2.8 -229.8 1237.6
Sept. 686.6 7.8 22.6 — 2.5 7145 1486.7 162.0 5505 —241.8 12257
Oct. 736.7 8.6 12.6 — 3.2 754.6 150.1 155.6 662.8 —357.1 12628
Nov. 817.5 7.7 46.4 — 450 826.6 134.4 161.4 6744 -378.6 12790
Dec. 827.0 8.8 3.2 1.4 3.7 834.2 136.6 246.0 527.3 —1447 13438
¥ Including special index accounts.
2 [pcluding cash reserve accounts.
SELLING RATES FOR FOREIGN EXCHANGE Mk

Dec. 31, 1870

New York 146 4176 Frankfurt o. M. 100 DM 114.60 Vienna 100 S 16.18
Montreal 18 4.135 Amsterdam 100 F 116,12 Lisbon 100 Esc 14.64
London 1£ 9.995 Brussels 100 Fr 8.405 Reykjavik 100 Kr 4.76
Stockholm 100 Kr  80.90 Zurich 100 Fr  96.90 Madrid 100 Pta  6.03
Oslo 100 Kr  58.65 Paris 100 FF  75.65 Moscow 1 1 Rbl  4.6799
Copenhagen 100 Kr 5578 Rome 100 Lit 0.6700 Clearing dollars2 1 CI § 4.212

' Clearing account; also Bucharest.
2 Berlin, Budapest, Sofia.



DEPOSITS BY THE PUBLIC

Mill. mk
Sight deposits Term deposits
E‘r;g‘?f Cheque accounts Total
maor:adth Pgiitoal Commer- Savings Co-op. g’f%St Co-op. Al credit (2+3+9)
Commer- Al credit’ acoounts Cialbanks  banks banks Bk stores  Institutions
cial banks institutions
1 2 3 4 5 6 7 8 8 10
1962 656.6 800.8 1686 2281.2 2210.8 13147 606.6 2932 67067 7676.0
1963 7291 876.0 250.3 24516 23366 14375 648.5 310.7 71850 8311.3
1964 697.2 855.4 2965 28340 26147 16641 713.8 3314 81582 93101
19656 676.9 843.7 3094 31826 29544 19310 773.2 367.2 9198.6 103517
1966 639.8 849.4 3180 3660.9 3329.9 22021 863.8 380.7 10437.3 116047
1967 661.5 834.0 340.9 41031 36446 24173 941.2 431.83 115379 127128
1988 856.2 1087.6 4284 45978 39664 26831 1027.2 465.0 12739.8 142558
1969 10574 13739 5208 5236.3 43331 30216 1116.0 5216 142287 16123.4
1969
Oct. 9856 12385 426.6 49225 41840 29061 1073.2 497.8 135839 152480
Nov. 946.1 11905 4458 409548 42189 29460 1080.5 507.0 137074 153437
Dec. 10574 13739 520.8 5236.3 43331 30216 11160 521.8 142287 161234
1970
Jan. 1060.3 13240 568.1 52991 43897 3068.9 11390 528.6 144253 16317.4
Feb. 10609 13157 575.2 5381.2 44504 31315 1164.4 5356.9 146634 16554.3
March 10983 13714 5424 54165 44758 3159.0 11729 5416 14765.8 16679.6
April 1133.1 13908 572,7 ©65489.3 45020 31932 1188.0 5440 149165 16880.0
May 1074.0 13443 563.8 55627 45409 32190 11883 5453 15056.2 16964.3
June 11104 1376.7 555.2 55915 45225 31866 1186.6 5405 150276 169595
July 1067.9 13453 529.3 56055 45407 32024 1192.7 540.0 15081.3 16 955.9
Aug. 10014 12911 5649 56419 45843 32404 11984 539.2 15204.2 17050.2
Sept. 1094.7 1409.7 5226 56919 46323 32886 12109 553.1 15376.8 17 309.1
Oct. 10478 1351.0 499.2 57149 46569 33193 12213 567.6 154700 17 320.2
Nov. 1101.0 1396.0 554.3 57774 47037 33724 123056 569.2 15643.2 175935
% | SPECIAL TERM DEPOBITS, SHARE OF TOTAL DEPOSITS, PER CENT
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ADVANCES TO THE PUBLIC—MONEY SUPPLY Mill. mk
Advances granted by Types of advances

End of ;I' ::.IB Money

T g e esore e mEe S gme GW
1 2 3 4 5 6 7 8 g
1962 34267 20185 5087 14748 6147 76808  361.6 80424 17225
1963 36213 213456 5440 16089 6643 82262 3468 86730 19865
1964 41532 23180 6077 18207  829.4 93205 4085 97290 20425
1965 4597.4 2609.2 7165 2030.6 8994 104396 4135 1085631 2085.0
1966 52064 29514 7839 2261.0 908.8 1186307 479.8 121105 2221.7
1967 55689 32477 869.0 24243 10269 12 698.9 527.9 131268 21831
1968 5865.5 34484 940.3 26005 1053.0 134195 488.2 13907.7 2 668.7
1969 68922 38028 10491 29221 12904 153750 581.6 15956.6 31381
1969
Oct. 66400 37468 1037.3 287056 12283 149119 611.0 165229 27607
Nov 67395 37948 10448 29113 12438 160935 640.8 157343 27920
Dec 68922 3802.8 10491 29221 12904 15375.0 581.6 15 956.6 31381
1970
Jan, 69444 38349 10706 29481 13177 15516.9 598.7 161156.6 3164.3
Feb. 7 060.6 38536 10885 29781 1318.6 15 667.0 633.4 163004 32165
March 71003 3883.0 10981 2994.2 13335 16770.7 638.4 16 409.1 3455.7
April 7 300.5 3947.2 1119.0 30297 1317.8 16 005.4 708.8 16714.2 35343
May 7 336.6 39919 1119.3 30684 1337.2 16 185.9 667.4 16863.3 36555
June 7 433.1 40220 1130.3 30953 1 355.8 16 348.0 688.5 170365 36275
July 74640 4064.8 11545 313741 1379.3 16 603.9 695.8 17199.7 35695.0
Aug. 75225 4115.0 1166.5 3177.7 1 380.9 16 661.2 701.4 173626 355656
Sept. 7 683.2 418561 11844 32371 13781 16 964.0 7039 17667.9 36283
Oct. 7 867.8 42639 1199.6 33076 1380.8 17 286.0 733.7 180197 3698.8
Nov. 79291 4321.3 12256 3366.9 1431.2 17 556.6 7175 18 2741 38291
Mifl, mk
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STATE FINANCES Mill. mk
Revenuse Jan—Oct. Expenditure Jan—Oct.
1969 1870 1969 1970
Income and property tax (net) 2151 2637 Wages, salaries, pensions etc. 1363 149
Gross receipts (4954) (5810) Repair and maintenance 207 231
Refunds & local authorities (—2803) (—3273) Other consumption expenditure 536 612
Other taxes on income and Total consumption expenditure 2105 2334
property A7 62 State aid to iocal authorities 1132 1266
Employers’ child allowance State aid to industries 866 1125
payments 430 542 of which: agric. price subsidies (652) (822)
Sales tax 1920 2227 g allowances 237 233
Revenue from Alcohol Monopoly 425 536 Share in national pensions and
Customs duties & import charges 330 380 health insurance 341 344
Export levy 129 " Other transfer expenditure 779 867
Excise duty on tobacco 366 353 Total transfer expenditure 335656 3835
» » on liquid fuel 465 518
Other excise duties 196 230 Machinery and equipment 213 252
Tax on autom. and motor cycles 248 275 House construction 232 215
Stamp duties 166 186 Land and waterway constructioti 619 536
Special diesel etc. vehicles tax 38 42 Total real investment 1064 1003
Other taxes and similar revenue 52 124  Interest on State debt 204 199
Total taxes 7023 8002 Index compensations 33 24
Miscelianeous revenue 403 413 Net deficit of State enterprises 94 51
Interest, dividends etc. 130 1561 Other expenditure 4 6
Sales and depreciation of property 59 65 Total other expenditure 335 280
Redemptions. of loans granted 14 141  Increase in inventories +1 +12
Total revenue 7756 8772 -ending 73 847
Other financial investment 118 211
Foreign borrowing 212 0  Total expenditure 7 551 8222
Domestic borrowing 507 484 .
- Redemption of foreign loans 114 113
Total borrowing 719 484 -
Redemption of domestic loans 542 483
Deficit {( +) or surplus {(—) —268 ~—438 Total redemptions 656 596
Total 8 207 8818 Total 8 207 8818
1967 1968 1969 1970
State debt —_— — —_
Dec. Dec. Dec. Aug. Sept. Oct. Nov.
Foreign debt 1844 2074 1656 15632 1506 1497 1490
Loans 2013 2160 2316 2 301 2289 2 309 2314
Compensatory obligations 5 5 4 3 3 3 3
Short-term credit 167 320 158 53 54 53 46
Cash debt (net) — 12 — 256 — 217 -—317 —435 —bb7
Domestic debt 2173 2229 2281 2040 1911 1808
Total State debt 4017 4 303 3917 3572 3416 3305
Total debt, mill. $§ 955 1028 933 855 818 791




FOREIGN TRADE ] Mill. mk

Indices of exports and

Value miil. mk imports 1962 = 100
Period Surplus of Period Volume Unit value
Exports Imports exports (+)} . Terms of
f.o.b. c.if or imports trade
— Exports Imports Exports Imports
1966 4 566.0 5 265.1 —699.1 1965 114 129 113 104 109
1966 4816.9 5624.4 —707.5 1966 122 135 112 104 108
1967 5231.2 5794.4 —563.2 1967 129 135 115 110 106
1968 6874.2 6710.9 +163.3 1968 143 129 136 132 103
1969 8 344.8 8 495.0 —150.2 1969 167 160 141 135 104
1969 1967
Sept. 733.0 782.1 — 49.1 July-Sept. 134 124 106 103 103
Oct. 884.9 8656.0 + 199 Oct.-Dec. 139 144 133 128 104
Nov. 714.4 747.3 — 329
Dec. 845.9 922.4 — 76.5 1968
Jan.-Mar. 120 116 132 133 99
1970* Apr.-June 150 141 137 131 106
Jan. 758.0 768.1 — 10.1 July-Sept. 142 116 136 131 103
Feb. 597.1 741.8 —144.7 Oct.-Dec. 161 145 139 132 105
March 731.2 792.9 — 61.7
April 813.7 982.5 —168.8 1968
May 822.0 908.7 — 867 Jan-Mar. 140 147 138 134 103
June 800.0 826.3 — 193 Apr-June 164 151 139 135 103
July 7823 8661 — 838 July-Sept. 174 153 142 134 106
Aug. 8245 7981 * 264 Oct-Dec. 190 187 146 138 106
Sept. 876.0 1019.6 —143.6
Oct. 912.0 964.7 — 527
1970*
Jan.-Oct. Jan.-Mar. 148 164 159 152 1056
1969* 6784.5 6825.4 — 40.9 Apr.-June 173 180 169 154 103
1970° 79228 8 667.8 —745.0 July-Sept. 178 176 158 1565 102
Index[""NIT VALUE INDICES 1062100 IndeX [ SEASONALLY ADJUSTED VOLUME 1862 =100 .
7
160 /;: 200 ]
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FOREIGN TRADE BY MAIN GROUPS Mill. mk

Exports, f.o.b. Imports, cif.

Period Agri- Round  Wood Paper [\g?nt:;, ri:g_ other mft:m 5 Fusls and Finished goods
cultural  and hewn industry  industry industry goods and pro-  jubricants .~
products timber  products products products ggggg In\é%s;?sent Cgr&sotg:er

1965 251.8 60.3 919.8 2165.6 800.3 368.2 23624 5147 15114 876.6
1966 264.0 59.0 863.56 22970 877.2 456.2 24505 589.8 14485 1035.6
1967 2614 54.3 865.7 23845  1080.6 584.7 25456.9 668.2 14628 11175
1968 3271 55,6 1157.7 29940 15664 7735 302341 8740 15242 12896
1969 360.2 719 14004 33739 20118 1126.6 36834 948.3 22294 16339
1969*
Sept. 24.7 2.8 160.4 287.0 1471 114.0 344.6 119.3 173.4 144.8
Oct. 24.9 7.9 168.6 337.2 236.1 121.2 366.9 96.9 243.8 157.4
Nov. 26.2 8.6 130.6 291.7 144.2 113.2 33741 99.4 146.0 164.8
Dec. 58.8 5.3 121.4 301.8 256.8 101.8 434.0 71.9 234.9 181.6
1970*
Jan, 53.4 1.4 112.0 2954 199.4 96.4 330.8 133.6 166.2 137.6
Feb. 26.5 1.7 64.3 253.2 147.0 104.4 3145 69.9 203.0 154.4
March 47.0 0.7 62.7 308.3 191.0 121.5 332.8 54.8 2455 159.8
April 29.0 3.1 94.9 3334 219.6 133.7 443.7 73.4 250.8 214.6
May 37.3 9.4 131.4 325.6 212.2 106.1 409.4 110.0 222.8 166.5
June 271 10.7 150.6 316.7 1926 108.3 395.9 89.9 200.1 139.4
July 25.1 10.8 163.1 3116 1821 89.5 416.8 72.4 221.8¢ 16560
Aug. 30.8 12.4 154.2 343.2 163.3 120.6 336.1 142.4 181.7 137.9
Sept. 43.6 12.9 150.0 323.1 202.6 143.8 479.8 109.1 2437 187.0
Oct. 24.6 11.0 161.5 3406  230.9 143.4 419.3 117.2 2456 182.6
Jan.-Oct,
1969* 275.2 58.1 11484 27804 16108 9116 29124 777.0 18485 12875
1970* 344.4 742 12447 31511 19407 11677 3879.1 9726 2181.3 16348
A EASONALLY ADJUSTED VALUE 4 T EASONALLY ADJUSTED VALUE
800 — 3~MONTH MOVING AVERAGES l’" 180|— 3= MONTH MOVING AVERAGES
J
700 )JPA 160 Blisteral imports C.l.f ™, Fa
s 140
*° Multiiateral imports c.Lfh ' 120
500 7
o
200 " "I~.,’ 100 -
o s/ 80 \
200 “~Multliateral exports f.o.b. 50 Blla'-taral exports Il.n.b.
pnnnn Do oo o oo o T T T T YT AT Y
1967 1968 19869 1970 1967 1968 1969 1970

10



FOREIGN TRADE BY COUNTRIES Mill. mk

Exports, f.o. b Imports, cif
January—October January—October
Area and country
1969 1970 1969 1970

% Mill. mk % Mill. mk % Mill. mk % Mill, mk
OECD countries in Europe 68.0 46111 71.4 56523 72.8 4;970.0 736 6383.0
Austria 0.6 39.6 0.8 64.9 1.1 77.6 1.3 1171
Belgium-Luxembourg 2.5 167.7 2.0 166.7 1.9 130.6 2.0 177.7
Denmark 4.0 269.5 4.1 327.6 34 234.0 3.2 281.0
France 41 2811 3.8 298.4 3.6 243.4 35 301.9
Federal Republic of Germany 9.9 669.8 10.8 855.3 16.4 1119.9 171 14817
ltaly 2.7 185.3 2.4 186.8 2.2 147.0 20 171.3
Netherlands 4.5 304.8 4.6 363.4 3.8 255.0 3.6 316.0
Norway 2.2 150.3 3.8 304.1 2.9 200.0 2.4 206.0
Portugal 0.3 17.2 0.4 28.5 0.6 415 0.8 65.0
Spain 1.0 65.2 1.0 83.0 0.3 18.9 0.3 27.3
Sweden 13.6 920.9 16.2 1280.0 16.3 11134 17.7 1535.3
Switzerland 1.9 133.6 1.8 144.3 3.3 225.3 35 300.5
United Kingdom 186 12633 17.9 14156 16.8 11469 159 13784
Other 21 142.6 1.8 143.8 0.2 16.5 0.3 23.6
OECD countries outside Europe 7.1 482.5 6.0 477.9 6.3 427.6 5.9 514.0
Canada 0.6 39.7 1.0 78.2 0.3 17.3 0.3 28.0
Japan 0.2 17.5 0.3 22.3 1.8 121.9 2.0 169.5
United States 6.3 425.3 47 377.4 4.2 288.4 3.6 316.56
Eastern Bloc 17.7 12019 148 117341 16.4 1119.6 16.4 14222
Czechoslovakia 0.4 30.5 0.6 43.8 0.6 41.0 05 42.0
Democratic Republic of Germany 0.6 37.8 0.6 51.1 0.7 46.1 0.6 54.5
People’s Republic of China 0.2 17.3 0.6 43.7 0.3 22.2 0.2 20.4
Poland 1.6 108.1 1.2 97.0 1.3 90.6 1.b 132.9
Soviet Union 14.2 962.6 11.0 871.2 12.9 879.5 128 11038
Other 0.7 456 0.8 66.3 0.6 40.3 0.8 68.6
Latin America 3.0 202.8 2.6 206.5 2.4 168.9 2.4 204.5
Argentina 0.7 47.4 0.7 53.9 0.2 14.2 0.1 11.7
Brazil 0.4 29.5 0.5 38.2 0.8 58.4 0.7 55.4
Colombia 0.3 16.8 0.2 14.9 0.7 48.8 0.8 69.1
Other 1.6 109.1 1.2 99.5 0.7 49.5 0.8 68.3
Other 4.2 286.2 5.2 413.0 2.1 139.3 1.7 1441
GRAND TOTAL 100.0 67845 1000 79228 1000 68254 100.0 8667.8
of which
EFTA countries 412 27944 451 35746 445 3038.4 44,9 3889.7
EEC countries 23.7 16089 235 18607 27.8 18959 28.2 24486
OECD countries 75.1 5093.6 77.4 6130.2 791 53976 79.6 6897.0
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BALANCE OF PAYMENTS

- - Visible and |nyestment
Visibl Visibl Visibl Oth invi ! Transf
Period e):;';'ones in:;s)lor?s t;d: Transeport. T'},a;'tel' ser\t/i:ers. mt‘,’.'::il;h income, pa:/amn:netrs, E:J;::t
f.o.b. c.if. account net account net net
1967 5194 5816 —622 +416 — 88 +17 —277  —209 — 3 —489
1968 6832 6730 +102 +481 — 8 —25 +550  —276 — 5 +269
1969 8296 8528 —232 +579 + 4 —13 +338 —323 +72 + 87
Jan.-Mar
1967 1088 1347  —259 + 98 — 24 ~ 2 —187 -— 67 —1 —2456
1968 1385 1515 -—130 +103 — 16 +7 — 36 — 68 + 1 — 983
1969 1696 1944 248 +128 — 20 —11 —1561 — 57 +80 —128
1970 2074 2309 —235 +167 — 9 —3 -8 — 86 —11 —177
Apr.-June
19867 1242 1398 —156 + 97 — 34 + 6 — 87 — 39 + 1 —125
1968 1808 1829 — 21 +133 — 12 + 2 +102 — 67 -1 + 34
1969 2002 2008 — 6 +140 — 17 — 6 +111 — 84 -7 + 20
1970 2429 271 —292 +140 + 10 +0 142 — 96 + 1 —237
July-Sept.
1967 1241 1266 — 15 +114  — 18 — 3 + 78 — 63 + 3 + 18
1968 1680 15600 +180 +147 + 32 + 0 +359 — 67 -1 +291
1969 2168 2022 +146 +116 + 38 —14 +286 — 80 + 1 +207
1970 247 2690 —219 +196 +109 — 4 +82 —110 — 1 — 29
Oct.-Dec.
1967 1623 1815 —192 +107 — 12 +16 — 81 — 50 — 6 —137
1968 1959 1886 + 73 + 98 — 12 —34 +125 — 84 — 4 + 37
1969 2 430 2554 —124 +1856 + 3 +18 + 92 —102 —2 — 12
Mitl.mk

400

200

~-200

-400

SEASONALLY ADJUSTED QUARTERLY FIGURES

[Nm Vislble trade account

g Visible and Invisible
trade account

A Current account
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Mill. mk

Miscell Sth?;:- Strel?r:nt- Mri‘:%_eull;- Over-all. Reserve movements
) . . Iscei’a- c t > surplus/
Oragiogs Aore: L0 0 ong.eerm Cand . UERL ST Y. “donoe
long-term  long-term  export capital capital long-term and pre- and pre-  capitsl excl. Other
loans loans credits, items, account  capital pay- pay- itemsincl. Fe88rVe Bank of  foreign
net net1 account ments, ments, errorsand MOVe-  Finland exchange
net net  omissions Ments holders
+ 910 —406 — 33 +13 +484 — b 112 --58 + 65 ~-108 + 84 + 24
+1245 —868 —167 —81 +129 +398 +235 — 64 + 28 +597 —664 + 67
+1066 —723 —180 —51 +101 +188 +284 —311 — 6 +155 +115 =270
+ 192 — 66 + 12 + 5 +143 —102 — 48 + 85 + 74 + 9 —50 + 41
+ 214 —140 — 54 + 4 + 24 — 69 +168 +191 + 24 +314 —401 + 87
+ 311 —201 R —15 + 87 — 41 +112  +147 — 46 +172 ~135 — 37
+ 278 —158 — b1 + 1 + 70 —107 ~— 9 +225 + 482 +167 240 + 83
+ 315 — 62 + 2 + 4 +259 +134 + 44 + 71 169 + 80 —105 + 25
+ 396 —214 — 18 —18 +146 +180 +190 -—-144 — b6 +170 —233 + 63
+ 279 165 — 98 —39 — 13 + 7 —-23 —92 — 6 —114  +262 138
+ 220 —IN — 69 — 4 — 44 —281 +144 + B2 + 24 — 61 — 86 +147
+ 261 — 92 — 13 + 4 +160 +168 — 95 — 563 + 38 +588 —77 + 19
+ 226 —212 - 14 —29 — 29 +262 — 98 — 27 — 25 +112 — 18 — 94
+ 146 —146 — 17 + 6 - 11 +196 + 34 284 + 19 — 356 +151 -—116
+ 359 —176 — 60 —b8 + 66 + 37 + 86 — 2 129 — 8 —116 +124
+ 1562 —186 — 34 +0 — 68 —205 — 13 —159 +122 —2556 +316 — 61
+ 409 —302 — 81 -—38 — 12 + 26 ~— 25 -84 + 85 + 1 =12 +1
+ 319 —221 — b7 — 3 + 38 + 26 +161 — 82 + 27 +132 —~—1563 4+ 21
Assets: increase —, decrease +. Liabilities: increase +, decrease —.
* Including Direct investment net.
2 Including Allocations of special drawing rights 88 million.
Mill.mk T
400|— ‘}HH Current and long-term capital account
ﬁ Over-all surplus/deticit .excl. reserve movements
200
4]
-200
-400
3 513571 A3



PRICE INDICES

Wholesale prices 1949 =100

. Origin Purpose Stage of processing 964 =100

rered Total Domes-  Im- Pro- M;ghén' Con- mgﬁ‘,'i‘;'s Sg‘:c’,’_'v f;/llgtr: W?r?es Buildin

gocds  Geods  goods Uonsport GUORL endoom- cossed  BSNd T buiding materi

’ goods trade
1967 248 254 225 246 241 253 276 236 240 114 121 107
1968 275 280 259 271 278 281 301 264 268 126 133 115
1969 285 288 2N 283 291 285 313 276 273 131 139 119
1970
Feb. 295 298 285 297 308 289 327 289 280 138 146 126
March 296 299 286 297 308 291 329 290 280 138 146 126
April 297 300 286 300 310 291 330 293 281 138 146 126
May 297 299 287 299 313 289 326 293 281 138 146 126
“June 296 298 286 297 313 289 324 291 281 138 146 127
July 298 301 285 300 313 292 333 290 282 138 146 127
Aug. 298 302 285 300 314 292 332 291 283 138 146 127
Sept. 298 302 285 300 316 292 332 289 284 138 146 127
Oct. 299 301 290 300 331 289 331 287 287 138 146 127
Nov. 299 301 289 299 33 290 333 285 287 138 146 127
Consumer prices 1967 =100
Cost of a?.l::‘e-r Furniture

O on e O e roca W M pa PO TN s D0

=100 . tobacco  wear lighting op:;ﬁon recteation searcices
1967 1956 153 100 100 100 100 100 100 100 100 100 100
1968 212 166 109 11 110 106 107 108 109 110 108 109
1969 217 170 112 116 M1 108 111 109 110 110 110 112

1970

Feb. 221 173 114 116 116 109 116 116 112 112 112 114
March 221 174 114 116 116 109 116 118 113 112 1138 114
April 222 174 114 116 114 109 116 119 113 112 113 114
May 222 174 114 116 114 109 116 118 113 113 113 114
June 222 174 114 116 114 109 116 119 113 113 113 116
July 223 176 115 117 114 109 116 118 113 113 118 116
Aug. 223 1756 115 118 114 109 1186 118 114 113 113 116
Sept. 224 176 115 118 114 110 115 121 114 112 113 116
Oct. 224 176 115 117 114 110 115 125 114 113 114 116
Nov. 226 176 116 117 114 mnm 115 129 114 114 114 117
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WAGES

fndex of salary and wage earnings 1964 =100

By industries

By institutional sectors

Pefiod Wage earners in Munic: Employ '?" Al A:'
- oy- wage  employ-
Agri Manu- Con- Ee"‘eg’ l?,}/ i eﬁfgf:y_ enlxp?cljy- gﬁ:ﬂ'{; carners camars pretd
 culture fafnt; " e services 668 ses sector
1968 161 142 136 147 141 149 139 142 140 141
1969* 164 164 143 166 151 168 150 150 150 150
1970* 186 169 170 162 169 165 163 156 169 163
1969* .
Jan.-Mar. 163 161 141 165 149 168 147 160 148 149
Apr-June 160 163 144 156 161 158 151 160 150 160
July-Sept. 167 154 144 166 162 168 162 1561 1561 1561
Oct.-Dec. 167 187 144 156 152 168 162 151 1561 161
1970*
Jan.-Mar. 178 166 167 162 169 165 160 165 165 160
Apr-June 187 169 169 162 159 165 163 1565 171 164
July-Sept. 187 171 171 162 159 165 164 155 171 164
Oct.-Dec. 193 171 172 162 159 165 164 165 170 163
PRODUCTION
Volume indices of production 1964=100
Period Indus- 3
JSros Ul Agi For  con wetaway pomand bameng Owneship fple
°“‘d°“'° pro- culturs  estry struc-  construc- communi- and  Oof dwell-  “gpq T Services
product  gyction tion tion cations insurance  IN98  defence
1967 110 116 95 89 117 106 109 113 114 114 114
1968 118 121 97 93 109 108 114 111 118 119 119
1969 122 136 98 102 124 104 124 123 123 123 126
1970 130 150 ° 95 111 134 97 132 133 129 128 132
1969
July-Sept. 124 127 173 46 157 103 129 121 124 123 126
Oct-Dec. 126 147 67 101 150 98 128 134 126 126 128
1970"
Jan.-Mar. 126 149 65 165 93 99 121 121 127 127 181
Apr-June 130 161 76 127 125 99 133 132 127 127 132
July-Sept. 132 139 169 56 164 98 136 132 129 128 132
Oct-Dec. 134 160 89 105 166 94 136 145 132 130 135
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PRODUCTION

Index of industrial production 1959=100

Special indices of manufacturing Total,
Period adjusted
Totl 'ment  produger  Consumer chomi. Nom serrmal
goods goods industy indeairy indesry | S mtors indosry  varia:
industry  jndustry tions
1966 167 160 175 151 151 153 19 214 219 163 166
1967 172 163 180 158 160 125 187 233 224 168 172
1968 182 175 191 164 163 132 202 2563 240 177 181
1969°* 205 210 212 187 175 148 222 278 274 199 205
1969°
May 209 212 213 198 179 169 213 280 288 206 204
June 189 198 190 186 176 129 193 240 271 188 202
July 166 112 170 136 184 134 220 229 2566 106 209
Aug. 203 187 209 195 183 118 238 263 281 182 209
Sept. 216 230 221 199 181 142 236 283 294 216 208
Oct. 232 242 239 211 211 165 245 288 305 229 201
Nov. 220 232 230 194 203 146 235 304 284 218 212
Dec. 214 222 293 190 162 145 216 317 291 2156 217
1970° i
Jan. 227 234 239 197 163 168 242 328 270 221 217
Feb. 217 219 228 194 166 161 226 336 269 212 218
March 222 228 230 201 162 166 238 305 287 219 220
April 239 256 240 231 195 193 238 327 310 243 217
May 220 226 226 204 178 168 225 306 296 216 220
June 216 223 215 210 195 145 209 306 306 211 223
July 174 133 192 147 189 131 247 270 288 127 234
Aug. 220 212 226 209 189 128 248 300 309 199 228
Sept. 232 245 238 216 186 162 243 309 318 232 225
Oct, 240 260 249 215 217 168 239 349 325 245 225
91" \NDEX OF INDUSTRIAL PRODUCTION 1959=100 "9 INDEX OF INDUSTRIAL PRODUCTION 1959100
280 |— SEASONALLY ADJUSTED MONTHLY FIGURES SEASONALLY ADJUSTED MONTHLY FIGURES
260 240
240 j'\"‘ j“. 220 /J
220 A=t Y Jnvestment good V
Paper Industry “«.Iv SN
200 (.‘~ . b’\‘i"”// 200 ry
140 fb?""'“""“g""e#% ™
120 -s':"« " j"'"'*"“w S.ﬁ.;"‘w"*“&‘""wloodl industry
nm“fmn- IIHHIIIHIIIIHHIIII (FENENNUREE] piparpaeierbotiennirnabargiriiiets

100

1967

1968 1969

1970

140 (NEBRRNENNT!
1

1968 1969

1970
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LABOUR—TIMBER FELLINGS—INTERNAL TRADE—TRAFFIC

Total .Li?-,'b%‘:r Unemploy- Commercial Retailers’ Whole- Indicator of
tabour Employed 1000 ment, timber sales salers traffic
ied e S me gl QL R MR gy
péraons persons Yodre) force cum . 1988=100 1968=100 1004100
1966 2215 2180 1904 1.6 46 507 104
1967 2209 2146 1845 2.9 44 963 .. .. 103
1968 2188 2100 1754 4.0 47733 100 100 106
1969 2189 2127 17562 2.8 52725 108 117 117
1969
Sept. 2186 2147 1767 1.8 2778 108 132 124
Oct. 2171 2131 1 805 1.8 3906 117 134 130
Nov. 2164 2120 1773 2.0 4171 108 121 117
Dec. 2164 2113 1771 2.4 5724 149 138 121
1970*
Jan. 2133 2074 1730 2.8 5012 94 103 116
Feb. 2130 2073 1689 2.7 6210 93 113 1
March 2129 2075 1713 2.5 5531 100 122 118
April 2130 2078 1760 2.4 4718 111 134 129
May 2175 2137 1840 1.7 11972 117 130 127
June 2323 2284 1.7 2 567 118 130 127
July 2347 2315 1.4 1 351 116 124 130
Aug. 2300 2 265 1.5 2523 109 128
Sept. 2180 2152 1.3 3600 116 146
Oct. 217 2142 1.3 4324
HOUSE CONSTRUCTION
Building permits granted Buildings completed Building
wo‘;ks
. industrial . Industrial uncer
p Residen- F d Publi Residen- E d Publi con-
Period Total bui?c?i‘ngs buil?i?t?gs E:EE-::ZSS buitljdi;:cgs Total bui}::lailngs buigilr?gs SS%E?:;:; bui‘ljdi:\cgs sggﬁ
Million cubic metres
1967 28.82 11.51 3.08 8.90 3.02 31.34 1242 293 10.83 3.49 31.40
1968 31.58 14.00 2.95 9.56 206 2644 11.72 2,58 9.15 1.35 34.09
1969* 38.95 15.38 3.88 15.29 212 3146 12.62 3.06 12.67 1.41 36.49
1969*
Apr.-June 11.98 4,95 1.88 4.13 0.25 6.26 2.73 0.45 1.84 0.88 37.06
July-Sept. 1178 4.94 0.86 4.62 0.75 9.69 3.67 0.96 3.04 1.31 38.14
Oct.—Dec. 9.76 3.37 0.565 4.44 0.80 10.66 4.25 1.36 4.27 0.32 36.49
1970*
Jan.-Mar. 6.58 2.57 0.61 2.81 0.36 5.34 2.50 0.37 1.92 0.39 36.28
Apr.-June 14.26 6.04 1.81 5.26 0.50 7.29 3.37 0.63 2.37 0.66 40.85
July-Sept. 11.562 5.12 0.86 4.25 072 1047 417 1.45 2.78 1.03 41.47
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EXPLANATIONS RELATING TO THE STATISTICAL SECTION

BANK OF FINLAND

Page 4. Since Dec. 31, 1969. Gold and forsign exchange = Gold
{valued on basis of the par value of the mark) + Special drawing
rights + IMF gold tranche + Foreign exchange. Liabilities on foreign
exchange snd mark accounts = Foreign exchange accounts + Mark
account of holders abroad. Other foreign assets = Foreign bills
+ Foreign bonds + Currency subscription to Finland’s quota in
the IMF. Other foreign liabilities = Foreign term liabilities + IMF
mark accounts. Claims on Treasury = Treasury bills covering certain
IMF and IBRD accounts + Advances for stand-by stocks ~- Export
levies (net). Foreign exchange situation: Gold holdings are valued
on basis of the par value of the mark. Gold tranche position measures
that part of Finland’s quota which may be drawn essentially auto-
matically in convertible exchange against payment in marks.
Page 5. Other advances = Inland biils discounted in foreign currency
+ Loans + Other claims (excl. Treasury’s IMF and IBRD bills and
Advances for stand-by stocks). Liabifities = Other cheque accounts
+ Other sight liabilities + Domestic term liabilities ~ Cash resarve
accounts — Export levies (net).

DEPOSITS BY THE PUBLIC —
ADVANCES TO THE PUBLIC — MONEY SUPPLY

Commercial bank and mortgage bank figures obtained from the
official bank statistics, savings bank figures from the Central
Statistical Office. other figures from the respective credit insti-
tutions or their central banks.

Page 8. Cheque accounts in all credit institutions relates to com-
mercial banks, savings banks, co-operative banks, and mortgage
banks. Term daposits in all credit institutions includes a small
amount of deposits in mortgage banks.

Page 7. Monsy supply = Finnish notes and coins in circulation ~
Finnish notes and coins held by the banks + Cheque accounts
of the public + Postal giro accounts of the public.

STATE FINANCES

Page 8. Official figures computed by the Economic Department of
the Ministry of Finance. First date of publication: Bulletin No. 8,
1968. Revenue and expenditure: Extra-budgetary funds and the
aggregated net current deficit of State enterprises are included.
Figures are reported on a cash payment basis. Debt: Foreign debt
includes promissory notes given to international organizations.
index-tied bond loans are taken at nominal values. Cash debt
(net) = net debt to the Bank of Finland plus shori-term debt to
the Post Office Bank less cash holdings (net) of State depart-
ments and funds,

FOREIGN TRADE

Pages 9—11. Figures supplied by the Board of Customs. /ndices
(p. 9): The indices are calculated according to the Laspeyres
formula. At the end of the year the arithmetic mean of the Laspeyres
indices corresponds to the annual level of the Fisherindex formula.
Terms of trade: tha ratio of export indices to import indices. Foreign
trade by countries (p. 11): imports by countries of purchass,
exports by countries of sale,

BALANCE OF PAYMENTS

Pages 12—13. Figures are calculated by the Bank of Finland
Institute for Economic Research. In addition to the Board of Cus-
toms figures, exports include grants in kind but exclude steve-
doring expenses and imports include seamen’s duty-free imports,
non-monetary gold, grants in kind and adjusted allowance for
smuggling.

PRICE INDICES

Page 14. All indices calculated by the Central Statistical Office.

WAGES — PRODUCTION

Pages 16—186. Figures supplied by the Central Statistical Office.

Page 18. /ndex of industrial production calculated by the Central
Statistical Office. The grouping by branches of industry is in
accordance with the international nomenclature (ISIC). The
seasonally adjusted series is calculated by the Bank of Finland In-
stitute for Economic Research on the basis of the index of indus-
trial production per working day according to a method resem-
bling the U.S. Bureau of Census Method 1, Commodities accord-
ing to use: investment goods weight 14.3, othsr producer goods
weight §7.0 and consumer goods weight 28.7. Special manu-
facturing indices: food industry ISIC no. 20, weight 11.2, wood
industry no. 25, weight 6.6, paper industry no. 27, weight 13.1,
chemical industry no. 31, weight 6.2, non-metallic mineral industry
no. 33, weight 3.6 and metal industry nos. 34—38, weight 23.6

LABOUR — TIMBER FELLINGS ~ INTERNAL TRADE —
TRAFFIC ~ HOUSE CONSTRUCTION

Page 17. Labour figures supplied by the Central Statistical Office.
Commercial timber fellings compiled by the Ministry of Labour,
Since July 1966 figures have besn adjusted by the Bank of Finland
Institute for Economic Research. Retailers’ and Wholesalers’ volume
indices supplied by the Central Statistical Office. /ndicator of traffic
activity calculated by the Bank of Finland Institute for Economic
Research. Figures are weighted averages of the sea, air, railway
and road traffic. House construction figures calculated by the
Central Statistical Office.

SYMBOLS USED

* Preliminary 0 Less than half the final digit shown
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SOME PARTICULARS ABOUT FINLAND

FORM OF GOVERNMENT

From 1155 to 1809 Finland formed a part of the kingdom of Sweden
and was raised in 1556 to the dignity of a Grand Duchy. Connected
from 1809 with Russia, Finland was an autonomous country with
the Emperor as Grand Duke until December 6, 1917, the date of
Finland's declaration of independence. The republican constitution
was adopted in 1919. The legislative power of the country is vested
in Parliament and the President. The highest executive power is
held by the President. elected for a period of & years. The President
for the current period, March 1, 1968, to March 1, 1874, is Urho
Kekkonen.

Parliament, comprising 200 members, is elected by universal
suffrage for a period of 4 years. The number of seats of the different
parties in Parliament electad in 1970 were as follows: Social
Democrats 52, Conservatives 37, Centre Party 36, People’s Dem-
ocrats 36, Finnish Farmers’ Party 18, Swedish Party 12, Liberal
Party 8 and Christian League 1,

INTERNATIONAL ORGANIZATIONS

Finland became a member of BIS 1930, IMF 1948, IBRD 1948,
GATT 1950, UN 1955, IFC 1956, IDA 1960, EFTA 1961, ADB
1966 and OECD 1968.

LAND

THE AREA is 337 000 square kilometres (Great Britain’s area is
245000 sq. km and ltaly’s area 301 000 sq. km). Of the total,
inland waters form 9.4 %. On an average 15.8 % of the land in
the South of Finland is cultivated (1960), 2.3 % in the North and
9.2 % of the land as a whole. Of the land area 21.8 mill. ha (53.9
mill. acres), or 71.3 %, are covered by forests.

OWNERSHIP OF LAND (1860): The total land area was distrib-
uted among different classes of owners approximately as follows:
private 60.9 %, State 31.8 %, joint stock companies etc. 5.8 %,
municipalities and parishes 1.7 %.

POPULATION

NUMBER OF INHABITANTS (1969): 4.7 miilion. Sweden 8.0,
Switzerland 6.2, Denmark 4.9 and Norway 3.9 million.

DENSITY OF POPULATION (19269): In South Finland 26.3, in
North Finland 4.2 and in the whole country an average of 15.4
inhabitants to the square kilometre.

DISTRIBUTION BY AREA (1969): 60 % of the population in-
habit the rural areas, 50 % towns and urban districts. The largest
towns are: Helsinki (Helsingfors), the capital 634 000 inhabitants,
Tampere (Tammerfors) 1565 500, Turku (Abo) 154 700,

EMPLOYMENT (1969): Agriculture and forestry 24 %, industry
and construction 34 %, commerce 15 %, transport and communica-~
tions 7%, services 20 %.

LANGUAGE (1960): Finnish speaking 92.4 %, Swedish speaking
7.4 %, others 0.2 %.

EDUCATION (1969): Practically all persons over 15 years of age
are literate. There are 6 universities (the oldest founded in 1640),
7 colleges of university standard, and 2 teacher training colleges,
besides teacher training departments in two of the universities,

CHANGE OF POPULATION (1969): births 14.5 %/p9, deaths
9 89/y0, increase 1.8 %/go, net emigration 3.0 9/q0. Deaths in
F ance 11.7 9/q, and Great Britain 11.9 9/¢e.

TRADE AND TRANSPORT

NATIONAL INCOME (1969, in million marks). Gross domestic
product at factor cost by industrial origin: agriculture 2773 (8 %).
forestry and fishing 2 265 (7 %). manufacturing 11 026 (32 %).
construction 3147 (9 %), transport and communication 2471
(7 %), commerce, banking and insurance 4228 (12 %), public
administration 1 550 (6 %), ownership of dwellings 2 081 (6 %).
services 4 781 (14 %), total 34 312. index of real domestic product
129 (1964 = 100).

FOREST RESOURCES (1960—1969): The growing stock com-
prised 1 450 million of solid cu. m incl. bark (51 210 million cu.ft).
of which pine 43 % and spruce 38 %, the rest 19 % bsing broad-
leaf-trees, chiefly birch, Of the growing stock 17 411 mullion cu. ft,
48 % of them pine, was up to the standard required for logs The
annual growth is 47 million solid cu. m green wood excl. bark
(1 660 mill. cu. ft). The total removal in 1970 calculated accord-
ing to the use of wood was 51 million cu. m excl. bark {1758
million cu. ft),

AGRICULTURE (1969): Cultivated land 2.6 million hectares.
Number of holdings 297 000, of which 188 000 are of more than
6 ha, Index of agricultural production 100 for 1969 (1964 = 100).
Measure of self-sufficiency in bread cereals 100% in the crop
year 1968/69.

INDUSTRY (1968): Gross value of industrial production 26 033
mill. marks, number of workers 353 526, salaried employess
89 973, motive power (1968) 4.4 mill. kW, Index of industrial
production 205 for 1969 (1959 = 100).

STATE RAILWAYS (Jan. 1, 1871): Length 5874 km.

MERCHANT FLEET (Dec. 31. 1970): Steamers 53 (65 002 gross
reg. tons), motor vessels 391 (599 242 grass reg. tons), tankers
58 (705 132 gross reg. tons), sailing vessels with auxiliary engines
9 (1274 gross reg. tons), Total 609 (1 370 650 gross reg. tons).
MOTOR VEHICLES (Dec. 31, 1969): Passenger cars 643 100,
lorries and vans 96 900, buses 7 900, others 4 700. Total 752 600.
FINNISH AIRCRAFT (April, 1970): Finnish airlines. Finnair and
Kar-Air have in use 2 DC-8-62s, 3 DC-6s, 8 Super Caravelles and
9 Convair Metropolitans. Companies have scheduled traffic out-
side of Finland to 23 airports and to 16 domestic airports.

FINANCE AND BANKING

CURRENCY. Since 1860, Finland has had its own monetasy
system. From 1877 until 1914 the country was on the gold
standard, and returned to it in 1926. In 1931, the Central Bank's
duty to redesm bank notes in gold was suspended and at the
end of 1962 was entirely cancelled. The monetary unit is the mark
{Finnish markka). Since Oct. 12, 1967, the par value of the mark
is 0.21159 grams of fine gold per mark (equivalent to 4.20
marks per U.S. dollar).

THE CENTRAL BANK. The Bank of Finland (estab. 1811) functions
under the guarantee and supervision of Parliament, Its Board of
Management is appointed by the President of the Republic; the
Bank Supervisors, nine in number, are elected by Parliament. The
Bank has a head oifice in Helsinki and 12 branches in other towns.
OTHER CREDIT INSTITUTIONS (Dec. 31, 1870). There are two
big and five small commercial banks with in all 825 offices, 327
savings banks, 445 co-operative banks, six morigage banks, and
Post Office Bank. The co-operative stores accept deposits from
their membaers, The National Pension Institute and sixtyone private
insurgnce companies also grant credits.

RATES OF INTEREST (Jan 1, 1970). Bank of Finland discount
rates 6—9 %, the rate for discounts or rediscounts for banks 7 %.
Qther credit institutions: term deposits 4 %. 8 month deposits
4% %, 12 month deposits 6%, 24 month deposits 8 %; highest
landing rate 10 %.
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THE FINNISH COMMERCIAL BANKS

by Kimmo Kara, M. Sc. (Econ.)

Head of Economic Research Department of Kansallis-Osake-Pankki

and Rolf Kullberg, M. Sc. (Econ.)
Head of Economic Research Department of

Pohjoismaiden Yhdyspankki Oy — Nordiska Féreningsbanken Ab

HISTORICAL BACKGROUND AND NATURE
OF COMMERCIAL BANKS

As industry and commerce expanded in the
middle of the 19th century the establishment
of commercial banks — an idea that had already
previously been considered — became possible.
The first Finnish commercial bank was founded
in 1862 (Suomen Yhdyspankki — Forenings-
Banken i Finland). By the turn of the century
as many as nine commercial banks had started
operations. The number reached its maximum
in 1920; at that time 25 commercial banks were
in operation. Altogether 39 commercial banks
have existed in Finland, including those func-
tioning at present.

A comparatively large number of Finnish com-
mercial banks have been rather short-lived. in
1933 there were only nine commercial banks,
i.e. the same number as at the turn of the
century. However, no more than five commer-
cial banks have gone bankrupt while 27 of
them have discontinued operations because
of an amalgamation with either another com-
mercial bank or through the merger of two or
more banks to form a new commercial bank.
As a result commercial banking is heavily con-
centrated in Finland. This phenomenon has
been much more pronounced in Finland than
in other -Nordic countries or in the Western
World in general.

The sole legal form for commercial banks is
that of a joint stock company. This means in
practice that where there are no regulations
for commercial banks they follow the provi-
sions laid down for the joint stock companies.
The joint stock company was the legal form
actually adopted by the first Finnish commer-
cial bank although no law on joint stock
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companies let alone commercial banks existed
at that time. The present law governing com-
mercial banks was enacted in 1969.

The highest decision-making authority in a
commercial bank is the stockholders meeting:;
this chooses the supervisory board, which in
its turn selects the board of management of the
bank. The members of both these bodies have
to be Finnish residents living permanently in
the country. In this connection it may be noted
that none of the stockholders can use a voting
right exceeding 1/20 of the total amount of
votes represented in the stockholders’ meeting.

The main task of the supervisory board is to
supervise the operations and management of
the bank. In addition, it appoints the membets
of the board of management, decides on the
establishment and closing down of branch
offices, the selling and buying of real estate etc.
The board of management is responsible for the
general management of the bank in accordance
with the law, the bank’s articles of association
and the decisions of the stockholders and the
supervisory board.

THE STRUCTURE OF THE COMMERCIAL
BANK SYSTEM

In the beginning of the 1960’'s only five com-
mercial banks were in operation: Kansallis-
Osake-Pankki (KOP)., Pohjoismaiden Yhdys-
pankki Oy — Nordiska Foéreningsbanken Ab
(PYP — NFB), Helsingin Osakepankki — Hel-
singfors Aktiebank (HOP — HAB), Alands
Aktiebank (AAB) and the Central Bank of the
Savings Banks (SKOP). Since then, however,
the number of commercial banks has increased
by two. In 1963 Peruspankki Oy was founded
with the support of the trade union movement.



At the beginning of 1970 the Central Bank of
the Co-operative Banks (OKO) was transformed
into a commercial bank on the basis of the
new bank legislation. At present, there are thus
five actual commercial banks and two banks
that act as the central banks of their own insti-
tutional groups. Of the first five only three are
in fact spread all over the country, for one of
them, Alands Aktiebank, which operates in the
archipelago of Aland—Ahvenanmaa, is a dis-
tinctly provincial bank and Peruspankki Oy,
operating in only one office, is just as clearly
a local bank. It should be said here that the
two largest commercial banks account for ap-
proximately three-quarters of the total business
of commercial banks in Finland.

Despite the fact that there has been strong
concentration in commercial banking the num-
ber of branch offices has continuously in-
creased. This can be partly explained by geo-
graphical factors, by the collection of deposits
of the commercial banks and by competitive
considerations. A great number of branches is
necessary not only because the country is
large and thinly populated in many areas but
also because the banks collect their funds
mainly in the form of rather small deposits from
all over the country. In popuiation centres on
the other hand new branches have, especially
in the 1960’s, been founded because new types
of bank services have been introduced and
banking activities in general have expanded.
The branches of the commercial banks ac-
counted for approximately 13 per cent of the
total number of bank offices in the whole
country at the end of 1969, including the
branches of the Post Office Bank.

At the moment the commercial banks employ
approximately 10 000 people, of whom roughly
three-quarters are women. The following table
gives the number of employees as well as the
number of commercial banks and their branch
offices at the end of 1959 and 1969,

" Dec.31,1959' Dec.31,1969?
Number of commercial banks 6 7
Number of their branches b6b 825

Number of employees 5898 9705

' The Central Bank of the Co-operative Banks is included

THE NATURE AND EXPANSION OF
COMMERCIAL BANK ACTIVITIES

Like commercial banks abroad, the Finnish
commercial banks try to provide as good a
range of banking services as possible and have
specialized primarily in serving industry and
commerce. It is, however, clear that the em-
phasis between various activities may vary con-
siderably from one country to another. The
following analysis of the commercial banks’
activities is based on their balance sheet totals
and its break-down into various types of assets
and liabilities.

SOURCES OF FUNDS

We shall first review the liabilities side of the
balance sheet in order to identify the sources
of commercial bank funds.

TABLE 1. BREAK-DOWN OF THE COMMERCIAL
BANKS’ TOTAL LIABILITIES
Dec. 31,~1959 Dec. 31, 1969

Mill. mk Per cent Mill. mk Per cent
Deposits made by

the public 20831 66.1 62937 55.8
Liabilities to the

Bank of Finland 471 1.5 551.2 49
Liabilities to other

domestic banks 337.3 107 12498 111
Foreign liabilities 903 29 703.2 6.2
Domestic liabilities in

foreign currency — — 269.1 2.4
Own funds 2055 6.5 561.5 5.0
Other liabilities 39056 12.3 16465 14.6

Total 31563.8 100.0 11 275.0 100.0

Total commercial banks’ liabilities amounted
to 11 275 million marks at the end of 1969,
This figure equalled 29 per cent of the GNP
at the 1969 market prices while the corre-
sponding figure for 1959 was approximately 22
per cent.

The major part of the commercial banks” funds
is collected in the form of deposits from the
public. The Finnish commerciat banks can thus
be characterized by the international term »de-
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posit banky. However; the share of deposits in
total liabilities has declined from 66 per cent
in 1959 to 56 per cent in 1969.

The almost permanent indebtedness of the
commercial banks to the central bank is a
characteristic, if not an institutional feature of
Finnish banking. On the other hand it is a sign
of the scarcity of credit, the demand for which
is usually considerably greater than supply. The
degree of this »illiquidity» of course varies to
some extent depending e.g. on cyclical develop-
ments. The table above reveals that at the end
of 1969 the liability of the commercial banks
to the Bank of Finland accounted for about 5
per cent of the total and that ten years earlier
the corresponding figure was only 1.5 per cent.
The 1969 situation may, however, be regarded
as more normal in this respect.

Liabilities to the other domestic banks were
both in 1959 and 1969 approximately 11 per
cent of total liabilities and thus formed quite a
considerable item. Much of this is accounted
for by the liquid reserves held by the savings and
co-operative banks in their own central banks,
which are included with the commercial banks.
in the last few years short term credits obtained
from the other banks have at times also played
a significant role. Excluding the central banks
of the savings and co-operative banks such
credits, however, did not total more than 3 per
cent of the commercial banks’ total liabilities.

Foreign liabilities increased from roughly 3 to
6 per cent of the total liabilities ‘from 1959 to
69. This item does not convey an accurate
picture of the commercial banks' foreign
transactions which form an essential part of
their activity. They are fully authorized foreign
exchange banks, through which almost all pay-
ments for trade abroad and other foreign trans-
actions take place.

Domestic liabilities in foreign currency —
slightly more than 2 per cent of the balance
sheet total in 1969 — are almost entirely com-
posed of the foreign exchange deposits made
by domestic enterprises and private persons.
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Own funds totalled 6.5 per cent in 1959 and
5 per cent in 1969 of the commercial banks’
balance sheet total. The acquisition of funds
in the form of share capital is expensive e.g. for
reasons relating to taxation. Therefore, the issue
of shares is usually effected only to maintain
the solvency requirement stipulated by law.
According to the law regulating commercial
banks a commercial bank's own funds have to
total at least 4 per cent of its total liabilities
(excluding certain items). It has to be borne
in mind that banks usually have considerable
»hidden reserves» apart from the own funds
appearing in the balance sheet.

TABLE 2. DEPOSITS MADE BY THE PUBLIC,
ACCORDING TO TYPE OF DEPOSIT

Dec. 31, 1959 Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent

Demand deposits

(cheque accounts) 569.0 27.3 10574 16.8
Term deposits (6
month deposits) 1317.2 63.2 32344 514
Fixed period
deposits 1969 95 20019 318
Total 2083.1 100.0 6293.7 100.0

The above table illustrates the structure of
deposits made by the public. As already men-
tioned in the first article of this series (see
Bulletin No. 11/1970, p. 22), the ratio of
demand deposits to all bank deposits has al-
ways been small in Finland. At the end of 1959
this figure in the commercial banks was as high
as 27 per cent due to the exceptionally high
liquidity position of firms at that time as against
17 per cent in 1969. However, commercial
banks hold nearly 60 per cent of all demand
deposits (including postal giro accounts).

The most popular deposit account in the com-
mercial banks — and in Finland in general —
is the 6 month deposit account, which at
present yields an interest rate of 4 per cent.
It is tax exempt and an amount of 3 000 marks
can be drawn from this account monthly with-
out notice. The share of this type of deposit in
total deposits of the commercial banks has been



more than a haif in the last few years; in 1969
e.g. slightly more than 51 per cent. This item
includes a small amount of so-called service
accounts from which funds can also be drawn
by cheque.

Fixed period deposits totalled roughly 32 per
cent of the total deposits of the commercial
banks at the end of 1969. At the moment there
are three main types of these deposits: 6
month, 12 month and 24 month deposits yield-
ing interest rates of 4%, 5 and 6 per cent
respectively. The index-tied deposits, which
were of great significance in the 1950’s and
1960's, have been abolished entirely.

There is no detailed information of the distribu-
tion of the depositors according to various
population groups. Cheque accounts vielding
no interest, however, belong exclusively to the
business sector. The major part of term deposits
and fixed term deposits on the other hand are
held by households.

ALLOCATION OF FUNDS

in the above the sources of commercial bank
funds were described. The way in which these
funds are invested will now be dealt with;
again, the basis of this analysis is the balance
sheet of these banks.

TABLE 3. BREAK-DOWN OF THE COMMERCIAL
BANKS’ TOTAL ASSETS

Dec. 31, 1959 Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent
Loans to the public 21641 68.6 68921 61.1
Shares and bonds 2481 7.9 6855 6.1
Cash 1383 44 3469 31
Foreign assets 815 26 4014 36
Domestic assets in
foreign currency — — 8273 7.3
Claims on other
domestic banks 2760 87 10702 95
Claims on the State 400 1.3 —_ —
Real estate 455 1.4 2604 2.3
Other assets 159.3 5.1 7912 70

Total 3163.8 100.0 11 275.0 100.0

The major item in commercial bank lending is
loans granted to the public, which accounted
for 61 per cent of all the assets of these banks
at the end of 1969, the corresponding figure
having been 68 per cent ten years earlier. Do-
mestic assets in foreign currency, an item not’
entered separately in 1959, amounted to 7 per
cent of all assets in 1969. These assets form a
part of loans granted to the public; e.g. funds
accrued as foreign credits or deposits are
usually channelled to domestic customers.

Shares and bonds have not played any marked
role in the activity of the Finnish commercial
banks. Legal restrictions prevent the commercial
banks engaging in industry or similar activities,
which do not fall within the banking sphere
proper. The banks are allowed to own up to
20 per cent of the total capital stock of com-
panies engaged in this type of business. In
addition, a bank cannot invest more than 10
per cent of its own capital in industrial shares.
The greater part of the shares held by banks
are shares- of real estate companies which
have been purchased to provide branch offices.

The banks’' portfolios of bonds are also small,
which reflects the underdeveloped nature of
the Finnish bond market as a whole. The pur-
chase of government bonds by the commercial
banks is not extensive and the same can be
said of privately issued bonds, for issues of
these have not been very large. The Industrial
Mortgage Bank of Finland Ltd, which is owned
by the commercial banks, makes bond issues
regularly both in Finland and abroad. Since the
Finnish bond market is so limited, most of
these bonds find their way to the commercial
banks’ portfolios. Therefore these bonds also
form a kind of indirect channel by means of
which the banks grant credit to their own
customers. In addition the banks purchase by
standing arrangements debentures from the
Finnish Export Credit lLtd and the Indus-
trialization Fund, in which-companies the com-
mercial banks, together with the State, are
shareholdres.

The banks hold cash only to the extent they
need it for their daily transactions. Such cash
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usually totals 3—4 per cent of a bank’s total
assets. Legally the cash forms a part of a bank’s
liquid reserves, which have to total 20 per cent
of its sight liabilities and 5 per cent of other
liabilities.

Foreign assets were slightly less than 4 per cent
of the balance sheet total and approximately
300 million marks less than the corresponding
liabilities at the end of 1969.

Claims on other domestic banks accounted for
as much as 9.5 per cent of total assets in
1969. These items, however, consisted almost
exclusively of the central banks of the savings
and co-operative banks credits to their member
banks.

At the end of 1959 the commercial banks still
had a small claim on the State but since the
beginning of the 1960’s there has been no such
item. A small part of the credits granted to the
public by the commercial banks have originated
from state funds (e.g. loans to small industry)
or have had state-subsidized interest rates (e.g.
study loans).

The commercial banks obviously need to own
real estate for their branch offices. These hold-
ings account for about 2 per cent of their assets.

The distribution of credits granted to the public
by type of industry completes the picture of the
commercial banks’ field of activity. Table 4
gives such a classification for the end of 1959
and 1969,

Credits granted by the commercial banks total-
led 7 436 million marks at the end of 1969,
which was approximately one third of the total
credit granted in the country and of which
records are kept. The ratio has risen slightly
since 1959. The distribution of credits by in-
dustry has continuously changed and been
diversified in line with the structural change of
the economy.

The largest borrower has been manufacturing,
mining and quarrying; its share slightly ex-
ceeded 30 per cent of total credits in 1969.
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TABLE 4. CREDITS GRANTED TO THE PUBLIC,
BY INDUSTRY
Dec. 31, 1959 Dec. 31, 1969
Miltl. mk Per cent Mill. mk Per cent
Agriculture, forestry

and fishing 91.8 41 2233 3.0
Manufacturing,

mining and

quarrying 767.3 34.3 22565 303
Power and electricity 438 20 527 0.7
Construction and

real estate 203.7 94 9284 125
Trade, communica-

tions and other

service industries 767.7 343 1956.0 26.3
Municipalities and

parishes 56.1 2.5 2306 3.1
Personal and miscel-

laneous credits 306.4 137 17887 241

Total 2236.8 100.0 7436.2 100.0

The service industries, trade and communica-
tions at the same time, took more than 26 per
cent of all commercial bank credit. These two
groups are clearly the leading recipients of
commercial bank lending. However, their joint
share in commercial bank credit has declined
from 69 per cent at the end of 1959 to 57 per
cent at the end of 1969. The Industrialization
Fund and the Finnish Export Credit Lid,
which had only recently started operations in
1959, were founded for the express purpose
of providing credit for industry. Commerce on
the other hand has to an increasing extent been
financed through foreign borrowing. The ratio
of commercial bank credit to all industrial
credit was roughly one half in 1959 but only
37 per cent in 1969. Of the credit granted
to trade, communications and other service
industries 62 per cent was raised from the
commercial banks in 1959 as against b1 per
cent ten years fater.

The greatest increase in lending over the period
1959—69 occurred in personal and miscella-
neous credits. While credits granted in the
other groups trebled during this period, the
growth in personal and miscellaneous credits
was sixfold and the share of these credits in total



commercial bank lending increased from 14
per cent to 24 per cent. This is due to the fact
that competition between the banks has been
strongly increasing and long-standing cus-
tomers have been readily granted credit. Most
personal credits are used for housing purposes.

The share of construction and real estate in-
creased from 9 per cent at the end of 1959 to
12.5 per cent over the following decade. These
credits are granted either to contractors or real
estate companies.

The share of agriculture and forestry in com-
mercial bank lending has always been relatively
small; in 1969 it was 3 per cent, which was
only one tenth of this sector’s total bank credits.
Municipalities and parishes have been in rough-
ly the same position. The smallest share has,
however, been taken by power and electricity,
which is natural because this sector primarily
needs long term finance which is not provided
by the commercial banks.

TABLE 5. CREDITS GRANTED TO THE PUBLIC,
BY TYPE OF CREDIT

NI i Per cant Ml mk Per con,
Bills of exchange 1023.2 473 17009 247
Loans (granted
against promissory
notes) 932.3 431 47285 686
Overdrafts (cheque
accounts) 2086 9.6 462.7 6.7

Total 21641 100.0 6892.1 100.0

The structure of lending by type of credit has
changed considerably during the ten vyears
under review. Only three forms of credit are
used in Finland, namely bills of exchange, loans
granted against promissory notes and overdrafts.
in 1959 as much as 47 per cent of total lending
was in the form of bill credits. Short term credits,
including cheque accounts, totalled 57 per cent
of total credits granted to the public. The share
of loans given against promissory notes, which
was 43 per cent in 1959 increased to 69 per
cent by the end of 1969. By the same date bill
credits totalled no more than 25 per cent and

short term credits only slightly more than 30
per cent of total credits.

This development has to some extent involved
a lengthening of business credit; credits granted
in the form of bills of exchange, which should
have been short term, usually for 3 months,
were formerly in practice rather longer term be-
cause they were constantly renewed. Thus, the
relative increase in the proportion of loans in
total credit probably does not mean a length-
ening of the real average loan period. The loans
are seldom granted for a period longer than
five years and usually bear one month’s term
of notice.

Bill credit is subject to more stamp duty than
other forms of credit, which is probably one
explanation for the relative decline in the share
of bill credit in total credit. This tendency may
continue in the future for even the commercial
banks are not required to rediscount when
drawing credit from the central bank since the
beginning of 1970. The Bank of Finland grants
the major part of its credit to the commercial
banks against the banks’ own bills of exchange.

Itis Finnish practice for bank guarantees 1o be
shown outside the balance sheet. The guar-
antees, however, play an important role in the
commercial banks’ obligations. At the end of
19692 bank guarantees totalled 5006 million
marks, which is nearly as much as the total
amount of credit granted to the public.

REVENUE AND EXPENDITURE OF
FINNISH COMMERCIAL BANKS

The major items of revenue and expenditure
for the commercial banks are interest yields
from lending and interest payments to deposi-
tors. Interest and commission account for more
than three quarters of total revenue. There have
been no marked changes in the.revenue struc-
ture during the period under review, i.e. the
growth rate of the various revenue items has
been roughly the same. However, the share of
interest income which exceeded 80 per cent
in the early 1960's, has_been declining since

25



1963. Because the average lending rate of the
commercial banks has been controlled by the
central bank, the banks have not been able to
set freely their own prices for credit.

TABLE 6. DISTRIBUTION OF THE COMMERCIAL
BANKS' REVENUE AND EXPENDITURE

Dec. 31. 1959 Dec. 31, 1969
Mill. mk Per cent Mill. mk Per cent
Revenue:

Interest income and com-

mission on lending 1457 76.8 5949 775
Interest income and com-

mission on other invest-

ment 134 71 484 6.3
Profit on foreign exchange 10.3 5.4 36.2 4.7
Other revenue 204 10.7 880 115

Total 189.8 100.0 767.5 100.0

Expenditure:

Interest expenses 88.2 46.5 403.3 525
Salaries 39.3 20.7 167.2 205
Taxes 153 81 393 51
Depreciation 1.9 10 224 29
Other expenditure 27.2 143 111.0 145
Profit for the year 179 94 343 45

Total 189.8 100.0 767.5 100.0

The composition of expenditure has not
changed overmuch in the 1960’s; the structure
in 1959 may rather be regarded as slightly
exceptional. The share of interest expenditure
has varied quite substantially, from 45 per cent
to b1 per cent, which is mainly due to the fact
that commercial banks have used considerable
amounts of the relatively expensive central
bank credit. Salaries still account for around
one fifth of all expenses but at the same time,
a good deal has had to be spent on automation.
The improvement and maintenance of branches
require much investment in a thinly populated
country like Finland. Thus institutional factors
have had an important role in the determination
of the structure of revenue and expenditure of
the commercial banks. The relative share of the
annual profits entered in the profit and loss
account has declined in the 1960’s. The divi-
dends, however, have been continuously kept
rather high, exceeding 10 per cent for most
banks.
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TABLE 7. AVERAGE LENDING AND DEPOSIT
RATES OF INTEREST -AND THE DIFFERENCE
BETWEEN THEM!

Dec. 31, 1958 Dec. 31, 1969
Per cent

Average lending rate of

interest 6.90 7.37
Average interest rate on

deposits 3.67 3.91
Interest margin 3.23 3.46

! Excluding the Central Bank of the Co-operative Banks.

The average interest rate on deposits in the
commercial banks varied from 3.5 to 4.0 per
cent in the 1960’s. Longer period and better-
yielding deposits have gained in popularity. As
long as index accounts were used this did not
raise the average rate of interest for the banks
paid a relatively low rate of interest on index-
tied deposits and, on the other hand, index
compensations paid when prices rose did not
strain the banks’ finances because these index
payments were collected from the borrowers. As.
the acceptance of index deposits was dis-
continued in connection with the stabilization
measures in March 1968, funds from these
accounts began to be transferred to high-
interest deposit accounts. In 1968 the average
rate of interest on deposits increased by more
than half a percentage unit. This development
weakened the position of the banks and as a
result the interest rate on deposits was reduced
by %-—1 percentage unit in all groups of
banking institutions.

The average lending rate of interest, which
with that on deposits, is calculated on the last
day of the year, has been between 6.95 per
cent and 7.48 per cent in the 1960's. Until
1964 the maximum average interest rate al-
jowed by the Bank of Finland was 7 per cent
for the commercial banks. Since 1965 it has
been 7 % per cent. Thus the possibilities to
differentiate the interest rates are rather small.
The present interest rate on bills of exchange
is mostly 7 %—10 per cent, that for loans
usually 8 per cent while overdrafts bear a
rate of 5% per cent plus a 2% per cent
commission.



The difference between lending and deposit
rates of interest of the commercial banks has
varied from 3.1 to 4.0 per cent in the 1960’s.
It reached its maximum in 1965—1967; the
average lending rate had been raised by the
above mentioned half a percentage unit be-
cause it was necessary to curb the demand
for credit and, in addition, the index-tied de-
posits, which were favourable to the banks,
were extensively held at that time. After that
the difference between these two interest rates
has again fallen roughly to the level that pre-
vailed in the first part of the 1960’s.

CO-OPERATION BETWEEN THE
COMMERCIAL BANKS

The common interests of the Finnish com-
mercial banks are supervised by the Finnish

ITEMS

Supplementary budgets. The fourth supple-
mentary budget for 1970 was passed by
Parliament in October. In it, Parliament decided
to accept an increase in Finland's quota in the
International Monetary Fund from $ 125
million to $ 190 million (see ltem in Bulletin
No. 12, 1970). This did not, however, mean
any addition to government expenditure,
because the quota had been transferred to
the accounts of the Bank of Finland. The only
new expenditure was 1.5 million marks for the
Finnish forces serving with the U.N. in Cyprus.

The fifth and last supplementary budget for
the fiscal year 1970 was approved by Parliament
in December. The expenditure side totalled
488 million marks. In spite of measures
designed to cut agricultural overproduction
140 million marks still had to be granted for
the marketing promotion of agricuitural pro-
duce. The greatest part of these funds was

Bankers' Association founded in 1914. Its most
important tasks are to maintain contacts with
the State, other banking institutions and in-
dustrial organisations. This is primarily done by
giving statements and by making proposals.
In addition, it deals with technical problems
arising in banking and disseminates informa-
tion both to its own members and to others.

The member banks are represented on the
board of governors of the Finnish Bankers” As-
sociation, which is the decision-making organ.
Each member bank sends its general manager
and his substitute to serve as members of the
Association. The Finnish Bankers’ Association
represents the commercial banks in the Joint
Delegation of the Banking Institutions, which
discusses questions common 1o all the different
groups of banking institutions.

appropriated for export subsidies. Further
14 million marks were earmarked to compensate
for the increase in the world market price of
sugar and thus keep the domestic consumer
price stable. The bulk of the 86 million
marks for education expenditure was spent
on elementary schools, in the form of state aid.
Spending on social and health services was
increased by 92 million marks, of which 40
million marks went to the communal health
service in the form of state aid. — The em-
ployment situation is, as a whole, rather good.
The winter season causes, however, seasonal
unemplioyment, and in addition to that, there is
especially in Northern and Eastern Finland
considerable structural unemployment in spite
of much emigration. Therefore 56 million marks
were appropriated for invetsment designed
to reduce unemployment. — Finland is also
a member of the Nordic industrialization fund
established to aid development in lceland.
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Finland’s share of its basic capital stock is
equivalent to $ 2.7 million. In this supplement
Parliament granted 3 million marks for the
first installment; the remainder will be paid
over three years in equal instaliments.

On the revenue side, Parliament budgeted for
an extra 683 million marks, of which 618
million was additional tax revenue. The biggest
increases accrued from income and property
tax (220 million), sales tax (185 million),
customs duties (65 million) -and from the tax
on automobiles and motorcycles (51 million).
The additions did not follow from changes
in fiscal policy. Revenue was exceeding ex-
pectations because economic activity was
greater than anticipated.

This made the total budgeted expenditure
for 1970, 11 070 million marks, which was
7.5 per cent more than that of the ordinary
budget. Total revenue amounted to 11042
million marks.

Revised regulations for the Bank of Fin-
land. On the initiative of the Bank, a Bill
relating to a revision of the Regulations for
the Bank of Finland was placed before Parlia-
ment on October 2, 1970. The Act incorpora-
ting the amendment was issued on December
11, 1970. It provides for an increase in the
capital of the Bank from 300 million to 600
million marks. According to the Act, at least
one half of the annual profit is to be transferred
to the reserve fund until the capital and the
reserve fund total 1000 mitlion marks (the
former limit was 500 million). After this total
has been reached the amount of the annual
profit to be transferred is at least one third.

In accordance with the revision in the regula-
tions, the Bank of Finland raised its capital
to 600 million marks, utilizing the reserve funds
and the funds of the equalization accounts for
this purpose. This amendment is shown in the
latest statement of the Bank of Finland on
page 3.
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Board of management

Mauno Koivisto
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A. Simonen Ahti Karjalainen

Absent as Prime Minister
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ad int.

Directors

Jouko J. Voutilainen Timo Helelad
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Senior officials

P-E. Osterlund

Invisible transactions and
capital transfers

Pertti Tammivuori

Administration

A. Kajantie Helge Lindstrom
Organization Creaits
A. Nenonen K. Eirola

Foreign corraspondence Automatic Data Processing

Eino Suomela
Internal Audit

K. Ignatius

Personnel

Stig Tornroth
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1. Exports f.o.b.
2. lmports c.if.

Seasonally adjust-
ed monthly fig-
ures

1. Index of salary
and wage earn-
ings 1964 = 100,
quarterly

2. Cost of living in-
dex 1964 =100,
monthly

3. Wholesale price

index 1964 =100,
monthly

1. Total index of in-
dustrial produc-
tion 1964 =100,
seasonally adjust-
ed monthly figures

. Volume index of
gross  domestic
product 1864 =
100, seasonally
adjusted quarterly
figures
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