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DERIVATIVES MARKETS IN FINLAND

by Pertti Pylkkénen, M Pol Sc
Financial Markets Department

Bank of Finland

ecause of financial mar-

ket regulation, up until the

mid-1980s the use of de-
rivative instruments in Finland
was largely limited to custom-
ized forward exchange con-
tracts between banks and firms.
Forward contracts were used
for hedging export receivables
and importliabilities. There were
no other derivative products
available in Finland at that time.

With the subsequent dereg-
ulation and development of the
financial markets, the demand
in Finland for other derivative
products in addition to forward
exchange contracts began to
grow after the mid-1980s. Over-
the-counter (OTC)tradingin de-
rivatives based on interest rate-
instruments - forward rate
agreements (FRAs) —was intro-
duced in November 1987 when
the banks began trading with
each other and with firms. The
underlying asset was a notional
certificate of deposit issued by
one of Finland's major banks.

Trading in standardized de-
rivative instruments was also
launched in autumn 1987. It is
noteworthy that this activity be-
gan with index options and fu-
tures, which are based on bas-
kets of the most actively traded
shares on the stock exchange.
Efforts were also made to initiate
trade in stock options and fu-
tures, which are based on in-
dividual shares. However, de-
mand for these products was
poor, and, as a result of the
downturn in share prices in
spring 1989, they were removed
from the market for a period of
several years.

Although liquidity in the
money market was good by the
end of the 1980s, there was no
demand for standardized inter-
est rate derivatives. Moreover,
the bond market was so under-

developed and illiquid that it
was impossible to launch trade
in interest rate derivatives bas-
ed on long-term rates, even in
the OTC market. The advent of
trade in standardized deriva-
tives based on short-term inter-
est rates was further hampered
by the fact that the banks tend-
ed to offer companies only OTC
products.

The market for currency fu-
tures and options has also been
slow to develop in Finland. For
hedging, companies have for
the most part used only forward
contracts tailor-made by banks.

In autumn 1992, the down-
turn in Finnish share prices was
reversed, and the ensuing rise
has continued up until recent
times. During this period liquidi-
ty has improved markedly, at the
same time boosting investor
interest in derivative products
based on individual shares.

As a result of the sharp
growth of central government
debt, activity in the bond market
has also gained new life and Ii-
quidity has increased rapidly.
Improved liquidity and pricingin
the market for benchmark gov-
ernment bonds have paved the
way for the inauguration of a
market for bond forwards.

With the expansion of the
securities markets, liquidity in
the derivatives markets has al-
so begun to improve during the
past six months. New products,
both standardized and OTC,
have been introduced, and in-
vestors have begun to use them
for hedging and other purposes.

DERIVATIVES

EXCHANGES AND

PRODUCTS

So far, two organized ex-
changes for derivative instru-

ments have been granted a
licence to operate in Finland:
the Finnish Options Exchange
(FOE), which started operations
in November 1987, and the
Finnish Options Market (FOM),
which began trading in May 1988.
Both exchanges also handle the
related clearing and settlement
functions. The maintenance of a
marketplace and clearing house
fortrade in standardized deriva-
tives falls within the scope of
organized exchange activities
subject to authorization.

Trading on both of these
derivatives exchanges started
with products based on stock
indices. Initially, the exchanges
competed in the same prod-
ucts, but owing to small volumes
they have subsequently sought
to specialize in different prod-
ucts. Now the FOM concen-
trates mainly on share-based
derivatives and the FOE on for-
eign currency and interest rate
derivatives (Chart 1).

In 1993, turnover on the
FOM, measured in terms of pre-
mia, amounted to some FIM 700
million and about 2400 contracts
were traded daily on average.
For some years now trading on
the FOM has focused on index
products, but last autumn trad-
ing in stock futures picked up
sharply. Stock options were in-
troduced in October, and trad-
ing got off to a brisk start.

Turnover on the FOE, also
measured in terms of premia,
amounted to nearly FIM 60 mil-
lionin 1993, and some 800 con-
tracts were traded daily on aver-
age. Trading focused on foreign
currency derivatives, although
daily turnover was down some-
what on the previous year. The
volume of trading in interest rate
futures increased, with average
daily turnover of some 240 con-
tracts.

3

Bulletin 4 « 94



CHART 1.
TRADING VOLUME

ON THE FINNISH OPTIONS MARKET
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Transactions in the Finnish
derivatives markets are con-
ducted through the trading
systems of the respective ex-
changes. The customer gives
‘his buy or sell order to a broker,
who handles orders on the ex-
change, which is always the
other counterparty in a frans-
action. A broking firm can also
act as amarket maker. There are
17 brokers on the FOM and 15
on the FOE, and the number of
market makers is currently five
and three, respectively.

A derivatives exchange can
accept limited companies, co-
operatives or savings banks as

4 broking firms if they satisfy the
Bulletin 4 =94

requirements laid down in the
exchange's rules. A foreign se-
curities broker can be accepted
as an exchange broker with the
permission of the Ministry of
Finance.

Market making rights can be
granted to Finnish credit insti-
tutions and securities broking
firms as well as to branches of
foreign institutions located in
Finland.

Broking rights can be grant-
ed by Finnish derivatives ex-
changes to persons residing in
the EEA who comply with the
requirements of the exchange
concerned.

Standardized stock

derivatives

As liquidity in the stock mar-
ket has increased, the demand
for derivatives based onindivid-
ual shares has grown. As a re-
sult, the FOM has expanded its
product range during the last
two years to include stock op-
tions (STOX options) and stock
futures (STOX futures). It is now
possible to trade on the FOM in
stock options based on the
shares of eight different listed
companies and stock futures
based on the shares of 13 dif-
ferent listed companies.

The underlying asset for a
STOX derivative instrument is a
fixed number of shares together
with their related rights on the
exercise date. The buyer (seller)
of a STOX futures contract un-
dertakes to buy (sell) the under-
lying shares at the pre-agreed
price on the expiration date of
the contract.

Trading on the FOM is con-
ducted on the FOM's electronic
trading system and trades are
cleared and settled through
the FOM's clearing house. The
liquidity of stock futures varies
greatly because not all of the
contracts are handled by mar-
ket makers. In the case of an
open position, a STOX futures
contract is exercised on the
expiration date by confirming
the delivery of the underlying
shares at the pre-agreed prices
on the delivery date. In the
case of a position that has
been closed out, confirmation
is made of the cash sum to be
paid or received on the delivery
date as the difference between
contract prices on the expira-
tion date.

In stock (STOX) options
trading, the contracts traded
are usually put or call options
for the two nearest expiration
months. Expiration dates are
the third Thursday of March,
June, September and Decem-
ber. STOX options are American
options, ie options that can be
exercised at any time prior to
expiration of the contract.

On or before the expiration
date, a STOX option is exer-
cised by confirming, at the re-



quest of the buyer, the avail-
ability of the underlying shares
which are to be delivered at the
pre-agreed price on the delivery
date. The option expires imme-
diately if the buyer has not exer-
cised it by the expiration date.

FOX index products are
based on a notional basket
composed of 25 of the most
traded shares on the Helsinki
Stock Exchange.

The composition of the bas-
ket is revised twice a year. The
coverage of the basket is com-
prehensive; the shares included
account for 90 per cent of the
market capitalization of all listed
shares. The relative share of in-
dex products in total trading
volume on the FOM has fallen
slightly in recent years in favour
of stock options and stock fu-
tures.

The FOE does not guote de-
rivatives based on individual
shares and trading in its FOM-
25 index products was discon-
tinued in 1990.

Standardized inferest

raie derivatives

Both the FOM and FOE now
provide a marketplace for stand-
ardized interestrate derivatives.
The FOE quotes three, six and
nine-month interest rate futures
(SOPMM futures). In practice,
trade is conducted in three-
month contracts, for which the
underlying asset is a notional
three-month loan contract for
FIM 1 million. Trades are settled
on the expiration date as the
difference between the three-
month HELIBOR and the con-
tract rate. The net value of the
underlying asset is always set-
tled in cash, and both the buyer
and seller of the contract are
required to deposit collateral
(margin) in compliance with the
exchange'srules.

On the FOM, the underlying
asset can also be a FIM 1 million
benchmark government bond
maturing in 1997 or 2004. At
present, there are no market
makers for bond futures in the
SOM's trading system, nor has
the FOM yet commenced trade
inthese products.

CHART 2.

BANKS’ OFF-BALANCE SHEET DERIVATIVES
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Standardized currency

derlvatives

Both of the derivative ex-
changes also offer investors
standardized currency options
and futures. Trading in stand-
ardized currency derivatives
is concentrated mainly on the
FOE. The underlying assets are
the US dollar, Deutschmark,
Swedish krona and pound ster-
ling.

Trading volumes in stand-
ardized currency derivatives
have picked up somewhat
since autumn 1992, when the
Finnish markka was floated.
However, as Finnish firms gen-
erally hedge their currency ex-
posures by taking out forward
contracts with banks, the mar-
ket for standardized currency
derivatives has remained mod-
estin size.

OTC MARKETS FOR

DERIVATIVES

Large numbers of derivative
contracts are also transacted
over the counter. Banks enter
into contracts among them-
selves and with companies.
Under the 1988 Act governing
derivatives markets, non-stand-
ardized derivative agreements,
ie OTC products traded outside

derivatives exchanges, can on-
ly be offered to business under-
takings.

The deregulation of the fi-
nancial and foreign exchange
markets that took place in the
1980s set the stage for the
growth of off-balance sheet
commitments related to deriva-
tives. After bank CDs were ex-
cluded from banks' cash re-
serve requirements in 1987, the
CD-based money market be-
gan to grow rapidly. As interest
rate movements became more
volatile, both investors and bor-
rowers needed instruments for
managing new kinds of risk.

The first off-balance sheet
interest rate derivatives, forward
rate agreements, were traded in
autumn 1987. Dealing ininterest
rate options began two years
later. At the end of the 1980s,
banks also began to enter into
interest rate swap agreements.
However, at that time the bond
market was still so thin and pric-
ing so haphazard that long-term
interest rate contracts based on
bonds were not introduced.

Since 1989, banks' off-bal-
ance sheet items have been
growing faster than their bal-
ance sheets. Atthe end of 1989,
the authorized banks' off-bal-
ance sheet items amounted to

5
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nearly FIM 800 billion, which
was about twice their combined
balance sheet total. By Novem-
ber 1993, the ratic had grown to
three to one (Chart 2).

Interest rate derivatives of
various kinds constitute a major
off-balance sheetitem. The nom-
inal value of interest rate de-
rivatives outstanding increased
from over FIM 350 billion at the
end of 1989 and to nearly FIM
900 billion in November 1993. At
that time, FRAs accounted for
about 75 per cent of all out-
standing interest rate contracts.
The share of interest rate futures
has been slowly increasing in
relative terms, amounting to
some FIM 140 billion in Novem-
ber. The number of calls and
puts outstanding has also in-
creased, although it is still very
modest.

Various kinds of currency
derivatives are another large
off-balance sheet item. Curren-
cy derivatives comprise con-
tracts to buy or sell currency in
the form of options, futures or
forwards. The total nominal value
of outstanding contracts grew
from FIM 300 billion at the end
of 1989 to FIM 750 billion in No-
vember 1993.

Traditional  forward ex-
change contracts still account
for the vast majority of currency
derivatives. Trading in currency
options has remained modest
and these instruments have not
displaced traditional forward
contracts as a hedging vehicle.

The fastest growing off-bal-
ance sheet derivative items
have, however, been various
kinds of swap agreements. The
value of swaps outstanding
stood at nearly FIM 100 million
at the end of 1989 and by No-
vember 1993 it had increased
nearly fourfold. The amount of
interest rate swaps, in particu-
lar, has grown rapidly, from
about FIM 50 billion at the end
of 1989 to FIM 230 billion in
November 1993.

By contrast, the use of
share-based derivatives has
been growing slowly and these
instruments are of minor im-
portance in banks' off-balance

6 sheet items. In Finland, these
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derivatives are traded primarily
through the FOM. Banks do not
have large amounts of them,
either on or off their balance
sheets.

BOND FORWARDS

A market for forward con-
tracts based on benchmark
government bonds was opened
in January 1994. An agreement
on a market making arrange-
ment was signed on 20 January
by the Bank of Finland and the
primary dealers for domestic
benchmark government bonds
(Kansallis-Osake-Pankki, Oko-
bank, Postipankki, Skopbank,
Unitas and Evli Fixed Income
Securities). Trading began on
24 January. The basis for the
agreement was the code of
conduct for primary dealers in
benchmark government bonds.

The broking firm Unibdrs
Securities, which is also a pri-
mary dealer, has subsequently
signed the agreement.

The way was paved for the
launching of a market in bond
forwards when the secondary
market for the underlying bonds
became sufficiently liquid for
the purpose of efficient pricing.
The derivatives market was
opened in order to provide
support for the growing market
for benchmark bonds, there-
by providing investors, market
makers and other intermedi-
aries with the opportunity to
hedge against changes in in-
terest rates.

The market for government
bonds has grown substantially
since 1992 as a consequence
of the central government's
large budget deficits of recent
years. Liguidity in the bond mar-
ket has increased significantly,
not only because of the public
sector's growing borrowing re-
quirements, but also because of
the introduction of the primary
dealer system for benchmark
government serial bonds.' More-
over after foreign investors were
allowed to buy bonds, a large

' For more details of the primary dealer

systen in Finland, see the article by

ristina Rantalainen in the February
1993 issue of the Bulletin.

number of new investors has
been attracted to the market,
thus further increasing liquidity.

The opening of the forwards
market has also supported ac-
tivity in the benchmark bond
market. The introduction of a
bond forward contractbased on
the benchmark bond maturing
in 1997 increased investors' in-
terest in the underlying bond in
January-February, and its share
of total turnover in benchmark
bonds rose to about one-fifth, or
nearly FIM 20 billion. Trading in
another bond forward contract,
based on the bench-mark bond
maturing in 2004, started in ear-
ly April.

By the end of March, the
stock of bond forwards out-
standing had grown to some
FIM 8 billion. Average daily
turnover, however, has fallen
somewhat from its initial level
of FIM 200 million. The first con-
tracts traded were the March
and June forwards, with the
latter generating slightly more
activity.

Specification of bond

forward contracis

The bond forwards intro-
duced in January are OTC in-
struments, ie they are nottraded
on the derivative exchanges.

The government bond ma-
turing on 15 June 1997 was se-
lected as the underlying asset
for the first bond forward con-
tract. It has a coupon of 11 per
cent and a term of five years.
At the end of February, FIM
10.8 billion worth of these
bonds were outstanding.

The second bondto be used
as an underlying asset for bond
forwards is the longest bench-
mark bond, having a term of 11
years and maturing on15 March
2004. The coupon is 9.5 per
cent. FIM 12 billion worth of
these bonds are currently out-
standing. Both of the underlying
bonds are liquid and are good
indicators of long-term interest
rate expectations.

The value dates for bond for-
wards are the third Wednesday
of March, June, September and
December. if this particular day



is not a business day, the value
date is the following business
day. The settlement date is the
same as the value date. The fix-
ing date is five banking days
prior to the value date. A bond
can be used as an underlying
asset for a new forward contract
only as long as it falls due at
least two years after the value
date of the contract.

Thefixing rate is determined
on the fixing date for each con-
tract at the tender arranged by
the Bank of Finland at 13.00.

On the settlement date for a
bond forward, the seller pays
the buyer according to a pre-
agreed formula if the agreed
interest rate exceeds the fixing
rate and the seller pays the buy-
er if the fixing rate exceeds the
agreedrate.

At present, trades in bond
forwards are not subject to cen-
tralized netting. If on any settle-
ment date both parties have
payment obligations to each
other in respect of bond forward

contracts, the sums are netted
and only the balance is settled
in cash. It is hoped that in the
future centralized netting of
trades in bond forwards will be
possible through the Helsinki
Money Market Center.

FUTURE PROSPECTS

The central government's
continuing heavy borrowing re-
quirements will lead to a signifi-
cant expansion of the market for
benchmark government bonds
in the years ahead, thereby in-
creasing market liquidity. Grow-
ing investor interest is also ex-
pected to improve the liquidity
of the market for derivatives
based on long-term interest
rates.

Domestic unit trusts (mutual
funds) have been growing rap-
idly in recent months. Under
legislative changes that came
into force at the beginning of this
year, Finnish unit trusts can now
use derivative instruments for
hedging purposes. The new le-

gislation also allows unit trusts
that invest exclusively in equi-
ties or fixed-income instru-
ments. Such unit trusts will con-
stitute an important new inves-
tor group in the Finnish share
and debt instrument markets,
and they might also increase li-
quidity in the derivatives mar-
kets.

The shares of both listed
and OTC companies are cur-
rently being transferred to the
book-entry security system and
preparations are under way to
add bonds to the system. These
developments are helping toim-
prove the functioning of Fin-
land's capital markets and pav-
ing the way for growth in the
markets for derivatives based
on these assets.

5 April 1994
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.
BANK DEPOSITS AND THEIR TAXATION

by Jaana Rantama, M Pol Sc
and Heikki Solttila, M Pol Sc
Financial Markets Department

Bank of Finland

he deregulation of the fi-

nancial markets in the

mid-1980s prompted a
proliferation of different types
of deposit accounts, including
those enabling depositors to
make deposits at market rates
of interest. But since the interest
paid on these accounts was
taxed in the same way as earned
income, after a capital income
deduction, these taxable ac-
counts did not gain wide popu-
larity. The situation changed es-
sentially in 1991 with the intro-
duction of a withholding tax —
a final tax levied at source — on
interestincome, the most impor-
tant legislative reform affecting
the taxation of deposits in recent
years. Since the beginning of
1991, the withholding tax has
been applied to interest income
on taxable bank deposits and
bonds.

The importance of tax—ex-
empt deposits, whose maximum
rate of interest is administra-
tively regulated, has decreased
while deposits subject to the
withholding tax have become
more popular. The former never-
theless still constitute an impor-
tant saving outlet, and it is partly
for this reason that the disman-
tling of the arrangements for the
tax exemption of deposits has
not progressed as rapidly as
was intended some years ago.

FROM CARTELS TO

COMPETITION

In the 1930s, the economic
depression led to debt prob-
lems and, on the initiative of the
Bank of Finland, an interbank
agreement on deposit interest
rates was signed in 1931. This
agreement was designed to
curb unhealthy competition be-
tween banks. Interest rate regu-

8 lation was aimed at creating the
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prerequisites for a lowering of
lending rates and for easing
farmers' and companies' debt
problems. During the second
world warr, interest rate regula-
tion was extended to apply also
to domestic lending rates, and
government bonds were grant-
ed tax exemption.

In the postwar era, econom-
ic growth and full employment
were set as the prime objectives
of economic policy. As in many
other countries, comprehensive
regulation of the financial mar-
kets and capital movements
was considered the appropriate
way to attain these objectives.
As a consequence of regulation
and administered interest rates,
the importance of the capital
market as a source of financing
for companies dwindled into
relative insignificance.

Starting in the early 1980s,
an expanding 'grey'’ market
emerged alongside the regulat-
ed market. Interest rates in the
grey market, which were deter-
mined by the free interplay of
supply and demand, were nota-
bly higher than those in the
regulated market. By the mid-
1980s, market pressure had
built up to the extent that it was
no longer possible to block fi-
nancial intermediation outside
the scope of regulation by ad-
ministrative means. Consequent-
ly, the Bank of Finland began to
dismantle the lending rate con-
trols step by step. At the same
time, the interbank deposit rate
cartel, which guaranteed tax ex-
emption of deposits in wide use,
ie deposits t0 which uniform
terms were applied by a mini-
mum of two banking groups,
started to break down.

Another factor besides the
high level of unregulated inter-
est rates contributing to the in-
creasing popularity of taxable

deposits was the deduction for
capital income allowed in per-
sonal income taxation. Howev-
er, itwas not until 1989, whenthe
capital income deduction was
increased, that taxable depos-
its actually became a serious al-
ternative. Even then, the deduc-
tion was still relatively small and
this, together with the fact that
deposits had to be declared to
the tax authorities, prevented
larger deposits from being trans-
ferred to accounts at market in-
terest rates. It was not until the
introduction of the withholding
tax that households were pro-
vided with extensive opportuni-
ties to benefit from money mar-
ket rates.

TAXATION OF

DEPOSITS

For decades, tax-exempt
deposits have formed the core
of Finnish deposits. Funds in
these accounts and interest
paid on them do not have to be
declared to the tax authorities.
Tax-exempt accounts can be
roughly divided into two main
types: transaction accounts,
from which funds can be with-
drawn without notice and which
often include a bank (debit)
card, and fixed-term deposit
accounts, for which the term
has beenagreedoninadvance.

Previously, the terms and
conditions applied to accounts
were based on interbank agree-
ments. But, since the beginning
of 1989, the criteria for the tax
exemption of, forinstance, inter-
estincome have been laid down
in legislation. Moreover, there is
now a tendency for both the in-
terest rates applied and the cri-
teria for tax exemption to vary
annually (Table).



FIXED-TERM DEPOSITS

The interest rate on 24-
month tax-exempt deposits was
equal to the Bank of Finland's
base rate until the end of 1988.
According to the Act on the tax
relief of deposits and bonds that
took effect at the beginning of
1989, 24-month deposits were
tax exempt if the interest pay-
able on them was at most the
Bank of Finland's base rate less
2 percentage points. Subse-
quently, the margin in relation to
the base rate has varied between
1 and 2 percentage points.

In October 1992, the Act
was amended to allow banks to
offer 36-month tax-exempt de-
posits up to the end of 1993 at
an interest rate which was not
more than the base rate less one
percentage point. At the same
time, the tax exemption of 24-
month deposits was extended
to apply to deposits made up
until the end of 1994,

TRANSACTION
ACCOUNTS

Atthe beginning of 1989, the
tax-exempt status of transaction
accounts was also defined in
the Act on the tax relief of de-
posits and bonds. The maxi-
mum rate of interest was set at
the base rate less 4 percentage
points. Under an amendment to
the Act on income and wealth
taxation that took effect in May
1992, the maximum rate on tax-
exempt transaction accounts
was set at 4.5 per cent and the
link with the base rate was sev-
ered. At present, the maximum
rate of interest is 2 per cent,
though banks may, of course,
pay a lower rate than this.

ACT ON INTEREST
INCOME SUBJECT TO
THE WITHHOLDING TAX
A tax reform with major im-
plications for the functioning of
the financial markets was imple-
mented at the beginning of 1991
when households' interest in-
come on domestic bank depos-
its and bonds was made subject
to a 10 per cent withholding tax.
Initially, the Act was enacted for

TABLE. TAXATION OF DEPOSITS

Effective Maximum interest rate With-
date holding
Transaction Fixed-term deposit accounts  tax, %
accounts
24-month 36-month
1Jan 1989 Base rate Base rate
less 4 %-pts less 2 %-pts
1 Dec 1989 Base rate
less 1 %-pt
1Jan 1991 10%
1Jan 1992 15%
1 May 1992 45% Base rate
less 2 %-pts
22 Oct 1992 Base rate
less 1 %-pt
1Jan 1993 20%
6 May 1993 25%
1 Nov 1993 2%
1Jan 1994 25%

only one year but at the begin-
ning of 1992 its validity was ex-
tended by two years and the tax
rate was raised to 15 per cent.
At the same time, some minor
amendments were made to the
Act, which were designed to re-
duce tax arbitrage made possi-
ble by the tax deductibility of in-
terest income and the withhold-
ing tax. With effect from the be-
ginning of 1993, the Act was
made permanent and the rate of
withholding tax was raised to
20 per cent. At the beginning of
the current year, the rate of
withholding tax was raised to
25 per cent, ie the same as the
uniform flat rate applied to capi-
talincome.’

CHANGE IN

THE STRUCTURE OF

DEPOSITS

The last 24-month tax-ex-
empt deposits bearing the
same rate of interest as the base
rate, ie 8.5 per cent, matured in
December 1990. These depos-
its amounted to some FIM 32 bil-
lion. This was an exceptionally
high figure because normally
the amount of 24-month depos-
its maturing monthly in 1990
was in the region of FIM2-2.5
billion. The reason for the surge
in the amount of deposits matur-
ing in December 1990 can be

' For more details, see the article by Heik-
ki Koskenkyld in the October 1993 issue
of the Bulletin,

traced back to events atthe end
of 1988. There was arecord num-
ber of business acquisitions in
the final months of 1988 in ad-
vance of a tightening of capital
gains taxation. A large propor-
tion of the proceeds from these
deals was deposited in fixed-
term accounts. Another major
factor was the lowering of the
maximum interest rate payable
on tax-exempt fixed-term de-
posits by 2 percentage points
from the beginning of 1989.

Effects of the with-

holding tax on the

structure of deposits

The entry into force of the
withholding tax extended inter-
est rate competition to bank de-
posits. It also induced changes
in the structure of bank deposits
(Chart 1). A large proportion of
the funds in tax-exempt fixed-
term deposits which matured
in December 1990 was shifted
temporarily to tax-exempt trans-
action accounts bearing an in-
terest rate of 4.5 per cent in an-
ticipation of the entry into force
of the withholding tax. Conse-
guently, the average rate of
interest on bank deposits fell
sharply in December 1990 from
its level in November.

In January 1991, the funds
that had been temporarily de-
posited in transaction accounts
were transferred to market-rate
accounts subject to the with-
holding tax. As a result, the out-

9
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CHART 1.

BREAKDOWN OF BANK DEPOSITS
BY TYPE OF ACCOUNT

1980 81 82 83 84 85 86 87 88 89 90 91 92 93

1. Transaction accounts

2. Tax-exempt fixed-term accounts
3. Taxable fixed-term accounts

4. Corporate cheque accounts

5. Foreign-currency accounts

CHART 2.
DEPOSITS SUBJECT TO THE WITHHOLDING TAX:
AMOUNTS OUTSTANDING AND
AVERAGE INTEREST RATE
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standing amount of tax-exempt
deposits decreased by almost
FIM 33 billion in just one month.
Some FIM 30 billion was depos-
ited in short-term investment ac-
counts while the remaining FIM
3 billion or so was evidently in-
vested in bonds. Another FIM
30 billion of households' depos-
its already held in taxable ac-
counts became subject to the
withholding tax. So, atthe end of
January 1991, deposits subject
to the withholding tax totalled
some FIM 60 billion (Chart 2).

As was expected, the larg-
est shift of funds from tax-ex-
empt accounts was from 24-
month accounts. Deposits in
these accounts decreased by
some FIM 25 billion in the period
from October 1990 to January
1991, accounting for some 65
per cent of the tax-exempt fixed-
term deposits which matured
during this period (Chart 3). The
shift of funds from tax-exempt
transaction accounts to taxable
accounts at the turn of the year
was rather small, especially con-
sidering that the total amount of
funds in the former accounts
was some FIM 80 billion. One
explanation for this could be
that a major part of bank depos-
its and wealth in Finland is
owned by pensioners, to whom
the ease and simplicity of mak-
ing bank deposits is more im-
portant than their yield.

Though the shift of funds
from households' tax-exempt ac-
counts to accounts subject to
the withholding tax was relative-
ly large in January 1991, it sub-
sequently levelled off substan-
tially. The structure of deposits
became established according
to the situation prevailing in the
first half of 1991, with some 30
per cent of households' depos-
its in taxable accounts and the
rest in tax-exempt accounts.

Interbank competition

for maturing deposits

With the release of liquid
funds totalling some 15 per cent
of total deposits from tax-ex-
empt fixed-term accounts at the
end of 1990, most banks sought
to maintain their market shares



by offering competitive rates on
accounts subject to the with-
holding tax. As a result, the av-
erage rate paid on households'
taxable accounts jumped ab-
ruptly to more than twice the
comparable level on tax-ex-
empt accounts.

At the beginning of 1991,
the rate of interest paid on new
deposits subject to the withhold-
ing tax was some 4 percentage
points lower than market inter-
est rates (Chart 4). Since then,
the interest rate differential be-
tween deposits subject to the
withholding tax and HELIBOR
rates has narrowed as the rate
of interest on new deposits has
typically been some 1-1.5 per-
centage points below market in-
terest rates. The fact that aver-
age rates of interest were the
same in 1993 was attributable to
fixed-rate deposits and the term
structure of deposits.

Although there were con-
siderable differences between
the rates of interest offered by
banks at the time the withhold-
ing tax took effect and even after
it, market shares changed sur-
prisingly little. Customers have
thus remained remarkably faith-
ful to their banks in spite of de-
regulation. Customer loyalty
has continued to be a potent
force, and has even been ac-
centuated during the period of
turmoil that the banking sector
has undergone over the past
few years. Especially as far as
tax-exempt accounts are con-
cerned, changes in market
shares between various bank-
ing groups have been minor.

PRESENT STRUCTURE

OF DEPOSITS

The steady popularity of
low-interest tax-exempt trans-
action accounts is a good ex-
ample of the behaviour of Finn-
ish depositors. Although short-
term market-rate deposits yield
an appreciably higher return
than transaction accounts, even
after the deduction of withhold-
ing tax, this has had little impact
on the amount of funds depos-
ited in transaction accounts.
Since the beginning of 1991,
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CHART 3.

24-MONTH TAX-EXEMPT DEPOSITS:
AMOUNT OUTSTANDING AND MAXIMUM
TAX-EXEMPT INTEREST RATE
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CHART 4.
KEY INTEREST RATES
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1. 3-month HELIBOR

2. 24-month deposits

3. Fixed-term deposits subject to withholding tax
4. Tax-exempt transaction deposits
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CHART 6.

FOREIGN-CURRENCY DEPOSITS:
AMOUNT OUTSTANDING
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deposits in these accounts
have remained in the region of
FIM 80 billion, ie some FIM
40 000 per household (Chart 5).
This must be considered a fairly
high figure taking into account
the purpose for which these ac-
counts are used. Moreover, the
relative share of these deposits
in all deposits has, of late, tend-
ed to increase rather than de-
crease. This can be largely at-
tributed to the liquidity of these
deposits and the fact that the
differential between the interest
rate on these deposits and the
after-tax rate on new market-
rate deposits has virtually dis-
appeared.

Fixed-term tax-exempt de-
posits have also been quite
popular. As a rule, funds matur-
ing in these accounts are rede-
posited in a similar account.
One indication of this is that, at
the end of 1991, funds in 24-
month tax-exempt accounts to-
talled FIM 65 billion, ie as much
as they had done prior to the
surge in deposits caused by
business acquisitions in 1988.
One obvious reason for this is
that these accounts are safe
and simple to use. The cost in
this case is lower interest in-
come than on taxable accounts.

In the course of 1993, there
was a clear shift from 24-month
tax-exempt deposits to 36-
month tax-exempt deposits.
During the same period, the
amount of new 24-month de-
posits was exceptionally low
in comparison with previous
years. In addition, as market
interest rates have declined,
funds have been transferred
from taxable accounts to 36-
month tax-exempt accounts
in particular. At the end of
1993, funds in these accounts
amounted to justover FIM 23 bil-
lion. The popularity of these ac-
counts probably stems from the
length of the tax-exempt peri-
od and concerns that the with-
holding tax rate might be raised.

The popularity of deposits
subject to the withholding tax
was at its peak in autumn 1992
when funds in these accounts
amounted to some FIM 85 bil-
lion. Their popularity was clearly



due to the relatively high rates
they attracted and the large
differential in relation to tax-ex-
empt deposits, some 5.5 per-
centage points at its highest.
When market interest rates sub-
sequently began to decline and
the differential in relation to the
base rate narrowed, the popu-
larity of deposits subject to the
withholding tax began to wane
and interest rates on themto de-
cline. At the end of 1993, these
deposits totalled some FIM 62
billion, ie FIM 18 billion less than
ayear earlier. Over the same pe-
riod, the amount of tax-exempt
deposits increased by some
FIM 15 billion.

FOREIGN CURRENCY
DEPOSITS AND
DEPOSITS WITH
SAVINGS
ASSOCIATIONS
Households' foreign curren-
cy deposits and deposits with
savings associations are sub-

ject to the same tax provisions
as bank deposits. According to
legislation, any capital gains on
foreign currency deposits must,
however, be declared to the tax
authorities. Deposits with sav-
ings associations can be ac-
cepted by cooperative socie-
ties operating as commercial
enterprises, and only members
of the cooperative are allowed
to make such deposits.

The outstanding amount of
foreign currency deposits rose
to a high level during the specu-
lative attacks against the mark-
ka in the early 1990s, as com-
pared with the situation a few
years earlier (Chart 6). Compa-
nies' transaction accounts na-
turally make up the bulk of for-
eign currency deposits though
households' foreign currency
deposits have also increased.

At the end of 1993, deposits
in accounts with savings asso-
ciations totalled just over FIM
3 billion, ie a minor amount in
comparison with bank deposits.

TAX SUBSIDY

CONTINUES IN PART

The subsidy to banks in-
herent in the tax exemption of
deposits has not disappeared
though it has diminished, in par-
ticular with the decline in inter-
est rates. The exemption of de-
posits from tax may have been
justified at the time of compre-
hensive interest rate regulation
but the present tax exemption
of fixed-term deposits can only
be considered a remnant of the
old system. As far as transac-
tion accounts are concerned,
tax exemption and low interest
rates may, however, be justified
since the accounts provide
transaction services. These ser-
vices are compensation for the
interest income forgone by the
depositor.

5 April 1994
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I
FINLAND CONCLUDES
ITS MEMBERSHIP TALKS
WITH THE EUROPEAN
UNION
Finland submitted its appli-

cation for membership of the

European Communities on 18

March 1992. The negotiations

between the EC and Finland,

Sweden, Austria and Norway

started on 1 February 1993. Ac-

cords on the terms of entry
into the union for Finland, Swe-
den and Austria were reached
on 1 March and for Norway on

16 March 1994.

The negotiations were divid-
ed by subject into 29 groups of
issues. Agreement was reach-
ed on the least controversial is-
suesfirst. In the Finnish negotia-
tions the most difficult issues
were those related to agricul-
tural and regional questions.

The accords on the terms of
entry were confirmed by the
representatives of the 12 on 30
March 1994. Prior to the confir-
mation, the EU solved two of its
internal problems, ie the ques-
tion of voting rules to be applied

letin 4 » 94

after the enlargement and the
question of how the rules gov-
erning the transition to the third
stage of European Monetary
Union should be interpreted.

The membership accords
will first have to be passed by
the European Parliament and
later ratified by national parlia-
ments. In Finland a consultative
referendum will be held in the
autumn, most likely in Septem-
ber. The aim is that Finland, to-
gether with Sweden, Austria
and Norway, should join the
European Union on 1 January
1995.

]

BOND FORWARDS

On 24 January 1994 the
market makers in benchmark
government bonds began trad-
ing in markka-denominated
bond forwards. The underlying
asset is the serial bond that ma-
tures on 15 June 1997. It has al-
so been decided to commence
trading in a bond forward con-
tract based on the serial bond
maturing 15 March 2004. The

value dates for bond forwards
are the third Wednesday of
March, June, September and
December. Contracts expiring
on two different dates are trad-
ed concurrently. At present,
June and September forwards
are being traded. The fixing rate
for each contract is determined
at a fixing arranged by the Bank
of Finland at 13.00 on the fixing
date of the contract. The first fix-
ing was held on 9 March 1994.

I

PUBLICATION OF

THE BANK OF FINLAND

The Bank of Finland Year
Book for 1993 has been pub-
lished. The Year Book includes
the Governor's review, a review
of monetary policy and other
central bank activities in 1993,
as well as the financial state-
ments and accompanying
notes. Various banking transac-
tions undertaken by the Bank
during the year under review are
included in a statistical appen-

. dix. Helsinki 1994. 91 pp. ISSN

0081-9468.
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MEASURES CONCERNING MONETARY AND FOREIGN EXCHANGE
POLICY AND THE FINANCIAL MARKETS

1993

MARCH

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

APRIL

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

MAY

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

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

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

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

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

JUNE

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

1 June 1993.

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

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

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

JULY

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

AUGUST

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
6.5 per cent to 6.0 per cent with
effect from 16 August. 15
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Guarantee to the Union
Bank of Finland and
Kansallis-Osake-Pankki.

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

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

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

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

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

OCTOBER

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

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

NOVEMBER

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

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

DECEMBER

Base rate.The Parliamentary
Supervisory Board lowers the

Bank of Finland's base rate from
6.0 per cent to 5.5 per cent with
effect from 1 December.
Collateral requirements for
banks' intra-day and liquid-
ity credit. The Bank of Finland
specifies the collateral
requirements for banks' liquidity
credit and intra-day credit with
effect from 1 December. The
intra-day overdraft limits
intfroduced on banks' current
accounts on 1 March 1993
become permanent and
liquidity credit must always be
fully collateralized. Banks which
fulfil the criteria for access to
central bank liquidity credit are
required to deposit collateral
equivalent to 25 per cent of their
overdraft limits whereas other
banks are required to deposit
collateral for the full amount of
their limits.

Support to Skopbank. On 22
December, the Government
grants capital support to
Skopbank by purchasing
preferred capital certificates
issued by Skopbank to the total
value of FIM 350 million.

1994

JANUARY

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

24 January.

FEBRUARY

Base rate. The Parliamentary
Supervisory Board lowers the
Bank of Finland's base rate from
5.5 per cent to 6.25 per cent
with effect from 1 February.






FINLAND IN BRIEF

LAND, CLIMATE AND
POPULATION

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

Finland has a population of
5080100 (31December1993) and an
average population density of 16.6 per
square kilometre. The largest towns are
Helsinki (Helsingfors), the capital, with
509500 inhabitants, Espoo (Esbo)
182500, Tampere (Tammeriors) 176 600,
Vantaa (Vanda) 161 400 and Turku
(Abo)160500.

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

FORM OF
GOVERNMENT

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

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

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

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

18 ple’s Party 12; The Greens 10; Christian
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League 8; Rural Party 7; and Liberal
Party of Finland 1.

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

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

INTERNATIONAL
RELATIONS

Finland became a member of the

BIS in 1930, the IMF in 1948, the IBRD .

in 1948, GATT in 1950, the UN in 1955,
the Nordic Council in 1955, the IFC in
1956, IDA in 1960, EFTA in 1961, the
ADBin 1966, the OECDin 1969, the IDB
in 1977, the AfDB in 1982, the MIGA in
1988, the Council of Europe in 1989
and the EBRD in 1991.

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

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

THE ECONOMY

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

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

In 1892, expenditure on the gross
domestic product in purchasers' values
amounted to FIM 476 billion and was
distributed as follows: net exports
12 % (exports 26.8 %, imporis
—25.6 %), gross fixed capital formation
18 %, private consumption 57 % and
government consumption 25%. Fin-
land's tax ratio (gross taxes including
compulsory employment pension con-
tributions relative to GDP) was 47 per
cent, which is somewhat below the
average for the Nordic countries.

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

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

In 1993, the share of forest industry
products in total merchandise exports
was 36 %, the share of metal and engi-
neering products 45 % and the share
of other goods 19 %. Raw materials
and intermediate goods (incl. crude oil)
accounted for 59% of merchandise
imports, fuels for 5 %, investment
goods for 15 % and consumption
goods for 20 %.

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

The annual growth increment
totals 79 million cubic metres and the
total drain calculated on the basis of
commercial fellings was 38 million
cubic metresin 1992.

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



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

Currency. Finland has had its own
monetary system since 1865. The cur-
rency unit is the markka (plural: mark-
kaa), abbreviation FIM, which is divided
into 100 pennid (singular: penni). From
1 November 1977 to 7 June 1991 the
external value of the markka was offi-
cially expressed in terms of a trade-
weighted currency index, which was
permitted to fluctuate within a pre-
scribed range (from 30 November 1988
the range was 6 percentage points).
From 7 June 1991 to 7 September 1992,
the markka was pegged to the Euro-
pean Currency Unit, the ECU. The fluc-
tuation margins and the midpoint were
set so as to correspond to the fluctua-
tion margins and midpoint of the old
currency index. The midpoint was first
487580 (FIM/ECU). Owing to the
devaluation of the markka on 15
November 1991, the midpoint was
increased to 5.55841 and the fluctua-
tion limits to 5.39166 and 5.72516. On
8 September 1992, the Bank of Finland
decided to temporarily abandon the
limits of the fluctuation range and aliow
the markka to float. On 13 November
1992, the Government, on the basis of
the amended Currency Act, authorized
the Bank of Finland to float the markka
for an indefinite period.

The Central Bank. The Bank of
Finland (Suomen Pankki — Finlands
Bank), founded in 1811, operates under
the supervision of the Parliamentary
Supervisory Board, the nine members of
which are entrusted with overall supervi-
sion of the Bank and certain specific
decisions such as fixing the Bank's base
rate and the limits for other rates. The
Governor and a maximum of five other
Members of the Board are appointed
by the President of the Republic. The
Board manages all affairs not expressly
entrusted to the Parliamentary Super-
visory Board, including the terms of
banks' central bank finance and open
market operations in the money and for-
eign exchange market. The powers
vested in the Bank and its independ-
ence of the Government make the Bank
of Finland one of the world's stronger
central banks. In practice, the Bank li-
aises closely with the Government, so
as to coordinate economic policy. The
Bank of Finland has a head office in
Helsinki and 6 branch offices in other
towns.

Otherbanks (31 December1992).
Finland has three major groups of
deposit banks with a total of about 2 700
offices. There are three big commercial
banks with national branch networks
and ten smaller ones, two of which are
foreign-owned. The commercial banks
have a total of 29 foreign branches, sub-
sidiaries and associate banks and 31
representative offices abroad. There are
41 savings banks and 310 cooperative
banks with their own extensive branch
networks. In addition, foreign banks
have three branches and eight repre-
sentative offices in Finland.

Financial market. Of the total
stock of FIM 758 billion in outstanding
domestic credit at the end of 1992,
58 % was provided by deposit banks
3 % by private mortgage banks, 18 %
by insurance companies, 3 % by other
private credit institutions, 6 % by public
financial institutions and 10 % by the
state, local authorities and social
security funds. There are no quantita-
tive restrictions or interest rate limita-
tions on lending. Regulation of bank
lending rates was progressively
relaxed earlier in the 1980s and finally
abolished in 1986.

In the money market, 80 % of the
instruments, which totalled approxi-
mately FIM 189 billion at end-1993,
were negotiable instruments such as
bank certificates of deposit, commer-
cial paper, Treasury notes and local
authority paper. Funds raised through
bank trust departments and non-nego-
tiable bank debt instruments make up
the bulk of non-negotiable instruments.
In its open market operations, the Bank
of Finland deals in bank certificates of
deposit and also issues its own certifi-
cates of deposit.

There are 58 listed companies on
the Helsinki Stock Exchange, with a
market capitalization value of FIM 137
billion (at end-1993). Two foreign com-
panies are also quoted. Domestic
bonds and debentures in circulation at
end-1993 totalled FIM 190 billion; gov-
ernment bonds made up 39 % of the
total. Turnover on the Stock Exchange
in 1993 amounted to FIM 106 billion;
the share of shares and subscription
rights in the total was approximately
44%.
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1. THE BALANCE SHEET OF THE BANK OF FINLAND
1.1 THE BALANCE SHEET OF THE BANK OF FINLAND,

MILL, FIM
1993 1994
31 Dec. 8 March 15 March 23 March 31 March
ASSETS
Gold and foreign currency daims 33472 45 469 44 846 44772 42 646
Gold 2180 2180 2180 2180 2180
Special drawing rights 664 656 651 658 661
IMF reserve tranche 1747 1674 1662 1679 1688
Convertible currencies 28882 40 960 40 353 40255 38117
Other foreign claims 5058 5092 5092 5092 5092
Markka subscription to Finland's IMF quota 5058 5092 5092 5092 5092
Term credit - - - - -
Claims on financdial institutions 8677 3649 3362 3775 5083
Liquidity credits 1 - - . -
Certificates of deposit 1844 867 538 538 855
Securities with repurchase commitments 5493 1536 1583 1997 2987
Term credits - - - -~ -
Bonds 1101 1007 1003 1003 1003
Other claims on financial insfitutions 238 238 238 238 238
Claims on the public sector 1788 1761 1784 1775 1793
Treasury bills - - - - -
Loans fo the Government Guarantee Fund - - - - -
Total coinage 1788 1761 1784 1775 1793
Claims on corporations 3303 3269 3265 3263 3256
Financing of domestic deliveries (KTR) 496 462 458 457 449
Other claims on corporations 2807 2 807 2 807 2 807 2807
Other Assols 6826 5101 5095 4995 4994
Loans for stabilizing the money market 5752 4932 4932 4832 4832
Accrued items 907 - - - -
Other assets 166 169 163 163 162
Capilalized expendiwres and losses
due fo sufeguarding the stability
of the money market 1400 1400 1400 1400 1400
Total 60524 65740 64 844 65072 64 264
LIABILITIES
Foreign corrency liabilities 193 176 162 150 142
Convertible currencies 193 176 162 150 142
Othor 6189 6197 6190 6201 6 207
IMF markka accounts 5058 5092 5092 5092 5092
Allocations of special drawing rights 1131 1106 1098 1109 1115
Other foreign liabilities - - - - -
Notes and coin in dirculation 14 994 13879 13871 13842 14 194
Notes 13 442 12 340 12 328 12296 12 638
Coin 1552 1539 1543 1547 1556
Cerfificates of deposit 14 837 25735 25032 25032 23435
Liobilifies fo finaucial institetions 8201 6992 7019 6935 7 359
Call money deposits 1803 646 676 593 1083
Term deposits - - - - -
Minimum reserve deposits 6398 6346 6343 6343 6276
Other liabilities to financial institutions - 0 0 0 0
Liabilities to the public sector 784 301 172 172 251
Cheque accounts 8 2 1 1 1
Deposits of the Government Guarantee Fund 776 299 171 171 250
Other liabilities to the public sector - - - - -
Liabilities fo corporations 2087 1850 1832 1822 1804
Deposits for investment and ship purchase 2087 1850 1832 1822 1 804
627 106 95 97 96
Accrued items 536 - - - -
Other liabilities 92 106 95 97 96
Valuation account and reserves 6847 4739 4708 5056 5011
Copital acconnts 5764 5764 5764 5764 5764
Primary capital 5000 5000 5000 5000 5000
Reserve fund 764 764 764 764 764
Profit/loss for the accounting year - - - - -
Yolal 60524 65740 64 844 65072 64 264
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1.2 TIME SERIES FOR THE BALANCE SHEET ITEMS OF THE BANK OF FINLAND,

MILL FIM
l::.:" Forelgm sector Publicsector
P Gold  Special mr Converl- Comveri- Tied Foreign Other Net Claims Liabil- Net
drawing reserve ible ible curren- eoxchange dalms, dalms itles clalms
righis tranche curren- reserves, cies,mel reserves, (7+8) (10-11)
cles, net total fotal
(1+2+3+4) (3+6)
1 2 3 4 5 6 7 8 9 10 1 12
1989 2179 966 950 18780 22875 -564 22312 440 22752 1137 5325-4188
1990 2180 791 783 33451 37205 -882 36324 364 35960 1314 1321 -7
1991 2180 932 1136 29336 33584 33 33616 -412 33204 1375 3 1372
1992 2180 564 1732 24940 29416 - 29416 -2897 26519 2446 90 2356
1993 2180 664 1747 28689 33280 - 33279 -1131 32148 1788 784 1004
1993
March 2180 655 1974 22521 27330 - 27330 -716 26614 1954 102 1852
April 2180 615 1842 29986 34623 - 34624 678 33946 2639 59 2580
May 2180 634 1819 29778 34411 - 34410 -692 33718 2416 64 2352
Jume 2180 650 1866 32156 36852 - 36851 699 36152 1396 591 805
July 2180 661 1899 30157 34897 - 34898 -681 34217 1396 150 12446
Avg. 2180 680 1927 26834 31621 - 31621 —-707 30914 1412 149 1263
Sept. 2180 675 1869 22134 26858 - 26858 704 26154 1444 149 1295
Oct. 2180 668 1850 24552 29250 - 29251 -693 28558 1652 149 1503
Nov. 2180 678 1854 26159 30871 - 30871 -689 30182 1801 649 1152
Dec. 2180 664 1747 28689 33280 - 33279 —1131 32148 1788 784 1004
1994
Jan. 2180 645 1697 36404 40926 - 40926 -1099 39827 1739 904 835
Feb. 2180 657 1676 41876 46389 - 46389 - 1107 45282 1768 300 1468
March 2180 661 1688 37975 42504 - 42504 -1115 41389 1793 251 1542
End of Domesticfinanclal sector Corporaie seclor
i Term Liquidity Minlmem THi-money Oth Net el-l- Spedal Net u.n- Owi-
dalmson reserve cediisio claimson dalms ﬂulll clulms standing
depesht deposit  finamclal (13+14+ !ol-d and other (19+20) l.'lll CDs isswed
banks banks,nel’ of ¢ banks - 15+16+ _spocial Hems, cireu- bytheBank
tions,met  17) fimancing on efFinlend
13 14 L 1] 16 17 18 19 20 21 22 23
1989 33230 -531 -25506 3310 2248 12751 2000-10604 8604 13129 -
1990 9411 -418 -17401 3427 2317 -2664 1477 -9724 —8247 14555 -
1991 11882 -2206 -10361 3528 2003 4846 1086 -6854 —-5768 14528 8 880
1992 3738 -550 -13165 2872 1700 -5405 747 -2651 —-1904 14508 4880
1993 7337 -1802 -6398 - 1339 476 496 720 1216 14994 14837
1993
March 8069 142 - 14698 2994 1626 —-1867 686 —-1808 -1122 13720 10270
April 2688 -815 -14599 2747 1608 -8371 662 — 1744 —-1082 13834 13490
May 5359 -3395 -11790 2750 1591 —-5485 643 392 1035 13870 16190
June 4275 945 - - 1556 6776 608 428 1036 13864 28367
July 4763 75 -6262 - 1488 64 592 475 1067 13553 18956
Avg. 6953 408 -6310 - 1459 2510 575 524 1099 13297 18259
Sept. 6474 1764 -6338 - 1470 3370 555 597 1152 13317 13615
Oct. 6759 -386 -6320 - 1429 1482 535 614 1149 13653 14480
Nov. 6951 —1373 -6476 - 1405 507 517 642 1159 15836 12259
Dec. 7337 -1802 -6398 - 1339 476 496 720 1216 14994 14837
1994
Jam. 4198 889 -6393 - 1283 -1801 482 860 1342 14084 22440
Feb. 1802 -426 -6346 - 1250 -3720 466 950 1416 13855 26290
March 3842 1083 -6276 - 1241 -2276 449 1003 1452 14194 23435
! Call money claims on deposit banks, net, until 2 July 1992.
2 Cash reserve deposits prior to 1 July 1993. S3
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2. THE BANK OF FINLAND'S OPERATIONS IN THE MONEY AND
FOREIGN EXCHANGE MARKETS AND THE BANKS' FORWARD

EXCHANGE POSITION
2.1 BANKS' LIQUIDITY POSITION 2.2 THE BANK OF FINLAND'S MINIMUM
AT THE BANK OF FINLAND, RESERVE SYSTEM®
MILL. FIM
Average of Call Liquidity Liquidity End Reserve requiroment Cush Depesits,
:::I.y money crodiis’ position, of Iiz:ld .'0.-.' ‘.2:.“‘ Mn-::: mill. FIM
rvations deposiis not od -
(1-2) port "’s‘s‘"" "'s'sm aq‘l?::,% ment, % Total
1 2 3 1 2 3 4 5
1989 416 369 47 1989 . . . 9.1 25506
1990 806 132 674 1990 . . . 7.0 17 401
1991 881 985 - 103 1991 . . . 4.0 10 361
1992 2103 437 1666 1992 . . . 5.0 13165
1993 831 425 407 1993 20 1.5 1.0 . 6398
1993 1993
March 416 1008 -592 March . . . 55 14 698
April 629 390 239 April . . . 55 14 599
May 763 186 577 May . . . 4.5 11790
Jume 1032 387 645 June . . . - -
July 981 518 462 July 2.0 1.5 1.0 6262
Aug. 581 311 270 Awg. 20 1.5 1.0 6310
Sept. 482 480 2 Sept. 20 1.5 1.0 6338
Ocl. 605 759 - 154 Oct. 2.0 1.5 1.0 6320
Nov. 714 336 378 Nev. 20 1.5 1.0 6476
Dec. 955 103 852 Dec. 2.0 1.5 1.0 6398
1994 1994
Jan. 933 105 828 Jan. 2.0 1.5 1.0 6393
Febh. 767 0 767 Feb. 2.0 1.5 1.0 6346
March 715 0 715 March 2.0 1.5 1.0 6276
"Call money credits and cali money position until 2 July 1992. *Cosh reserve system prior to 1 July 1993
2.3 THE BANK OF FINLAND’S MONEY MARKET TRANSACTIONS, M Fit
During Purchases Saoles Matered Money market
period of meney of money money tremsuctions, net
movket mariket market {1-2-3)
Insireoments instroments insiroments,
mnet
1 2 3 4
1989 131110 3855 99 245 28010
1990 163 326 26 379 160797 - 23850
1991 109 568 30 380 81969 ~2781
1992 76230 137 940 -60417 ~-1293
1993 86 521 146 899 — 50 486 -9892
1993
March 10470 12750 660 -2940
April 5870 11310 1450 - 6890
May 4250 21140 -775 -16115
June 4041 22169 -19911 1783
July 7070 12 260 -18300 13110
Avg. 7240 14 950 - 10660 2950
Sept. 7920 7720 -6920 7120
Oct. 10110 11 970 1180 - 3040
Nov. 8310 9200 -2090 1200
Dec. 9250 9 690 1250 -1690
1994
Jan. 5720 17 000 -3130 -8150
Feb. 3940 19 430 -10230 -5260
S4 March 5770 22180 - 21540 5130
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2.4 THE BANK OF FINLANDS TRANSACTIONS IN CONVERTIBLE CURRENCIES, mut. Fim

Intervention in the foreign exchunge market Spet Central
ctions government’s
'"'3 r Spot Forward exchange related foreign
porl purchases sales ‘.I:loﬂl:n'l.lz:" to forward mlllng:.'
u:-’.mndllo- mot meot
1 2 3 4 5

1991 35120 - 69940 - 14820 12 820 12260
1992 20050 - 70640 -1650 390 45060
1993 25120 - 45080 7 460 -6910 33240
1993
Feb. - -8830 3600 - 4720 7 870
March - - 7470 -3920 4030 2690
April 3610 -3010 4510 - 1650 10820
May 5220 -2090 2410 -2300 660
June 6040 -1010 1220 - 1600 - 1690
July 960 - 8360 - 4800 4520 - 820
Avug. 510 -3580 960 - 810 - 420
Sept. - -1170 2050 -1950 -1770
Oct. 2790 -100 1540 -1510 2980
Novw. 2270 -70 - 40 - -1170
Dec. 3720 - 370 - 340 1430
1994
Jan. 12 550 - 2720 -2680 - 1490
Feb. 1310 -750 -270 280 4670

2.5 FORWARD EXCHANGE CONTRACTS, wmiLL. rim

Stock Finnish bonks' forward coniracts Non-resideats’ forward
atend wels with Finuigh
of With Finnish customers With forelgn customers With the Total customers
period {excl. Finuish banks) :I.nnk of {excl. Finnisk banks)

et e T a7 oo T e, ey N

from Fiunish from forelgm the Bunk of from Finnish
Fiunish  customers forelgn cusiomers Finland Finnish customors
customers cusiomers cusiomers
1 2 3 4 5 6 7 8 9 10 11

1989 10531 3563 6967 44885 36854 8031 205 15204 . . .
1990 11609 4979 6631 21179 11079 10100 -6098 10633 237 55 183

1991 33004 36352 -3348 40056 37505 2550 8953 8155 1404 645 759
1992 39195 32939 6256 21142 32339 -11197 7133 2192 1614 1929 -315
1993 38373 23721 14652 14346 21895 -7548 1939 9043 17632 2173 9459

1993

Feb. 33968 32896 1072 17145 25453 -8308 2585 -4651 4191 1683 2508
March 33115 34059 -944 16445 26632 -10187 9815 -1316 4096 1586 2510
April 36298 33616 2682 15031 26189 -11158 7460 -1016 4305 1763 2542
May 36027 31763 4264 16521 23513 -6992 4144 1416 3882 1214 2668
June 36401 26908 9493 16072 21858 -5785 2204 5912 5237 1275 3962
July 34287 26687 7600 15428 29360 -13932 6718 386 6882 854 6029
Awg. 32677 26607 6070 15791 26631 —-10840 5912 1142 7013 1063 5950
Sept. 34391 29105 5287 14931 25519 - 10588 4221 -1080 7072 1625 5447
Ock. 36251 31071 5179 14928 25313 -10384 2293 -2912 9942 2313 7629
Neov. 36988 26544 10444 14010 26027 -12018 2527 953 8755 1840 6915
Dee. 38373 23721 14652 14346 21895 -7548 1939 9043 11632 2173 9459

1994
Jan. 43162 19298 23864 13803 23618 -9815 439 14488 13494 2622 10872
Feb. 41288 16030 25258 17043 23240 -6197 489 19550 14423 2903 11520 S5
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3. RATES OF INTEREST
3.1 MONEY MARKET RATES AND RATES APPLIED

BY THE BANK OF FINLAND, per cenT

Inter-bank

of
:. Bank of Anland
d-llyo." m::'l.gll HELIBOR rales
month -Q:Iil no:lh no‘:llu I-I‘q".l‘dnlly -co-“ m
rale’ Iopom
rafe
1 3 4 5 6 7 8
1989 10.21 12.32 12.53 12.61 12.72 13.40 4.00 7.67
1990 10.57 13.63 13.99 14.16 14.39 15.00 4.00 8.50
1991 14.89 13.64 13.07 12.69 12.53 15.48 4.00 8.50
1992 13.32 13.49 13.27 13.08 12.96 14.90 7.41 9.17
1993 7.7 7.85 7.73 7.59 7.47 8.95 4.95 6.85
1993
March 9.13 8.99 8.90 8.69 8.62 9.96 5.96 7.50
April 8.93 8.85 8.73 8.57 8.44 9.85 5.85 7.50
May 8.48 8.41 8.25 8.14 7.97 9.42 5.42 7.26
June 7.77 7.70 7.62 7.57 7.55 8.72 4.72 7.00
July 7.45 7.31 7.27 7.22 7.12 8.31 4.31 6.73
Avg. 6.18 6.70 6.65 6.56 6.52 7.74 3.74 6.24
Sept. 6.35 6.81 6.68 6.49 6.29 7.76 3.76 6.00
Oct. 6.97 7.13 6.87 6.60 6.29 8.08 4.08 6.00
Nov. 6.76 6.95 6.58 6.23 5.93 7.97 3.97 6.00
Deec. 6.22 6.16 5.90 5.68 5.52 8.21 4.21 5.50
1994
Jan. 5.63 5.38 5.19 5.05 5.01 7.44 3.44 5.50
Fob. 4.52 4.82 4.82 4.88 5.05 6.84 2.84 5.25
March 4.38 4.82 4.80 4.88 5.12 6.76 2.76 5.25
! Call money credit rate until 2 July 1992.
3.2 THE BANK OF FINLAND’S 3.3 WEIGHTED EURORATES
LIQUIDITY FACILITY AND COMMERCIAL
ECU INTEREST RATE, Per CENT
The Bank Liquid- id- Call Averal ECVU 3 Commerdal
of 5 E money dd-ll'yo currencies [ (-1}
Finlond's [ d?u- b
tendeor Inter- mater- sz vations 3 months
rete, % —rg,  de “.:r“
"“_' .':" ays 1 2 3
r1ln,
1996 105 91 10
1 2 3 4 190 107 8.5 9.9
1992 13.85 1992 +1.00 7 -3.00 1992 10.4 7.8 10.6
1993 7.87 1993 +2.00 7 -2.00 1993 8.0 6.0 8.1
1993 1993 1993
March 8.96 March +1.00 7 -3.00 March 9.3 6.4 9.2
il 8.85 m‘yﬂ +1.00 7 -3.00 ml'yil 8.6 6.3 8.9
8.42 +1.00 7 -3.00 7.9 6.1 7.9
June 7.72 June +1.00 7 - 3.00 June 7.6 6.1 7.5
July 7.31 July +1.00 7 -3.00 July 7.7 59 7.8
| Be one 7 ocmEs 0 5
. . o + 1. - 3. ' . . .
Oct. 7.08 Oer.. +1.00 7 -3.00 m.' 7.2 5.6 7.5
Novwv. 6.97 Nov. +1.00 7 -3.00 New. 6.8 54 7.0
Dec. 6.21 Dec. +2.00 7 -2.00 Dee. 6.5 52 6.5
1994 1994 1994
Jan. 5.44 Jan. +2.00 7 -2.00 Jan. 6.3 5.1 6.4
. 4.84 Feb. +2.00 7 ~2.00 Feb. 6.3 5.1 6.4
March 4.76 March +2.00 7 -2.00 March 6.2 5.2 6.3
01.03.1994 4.80
02.03.1994 4.77
03.03.1994 4.75
07.03.1994 4.65
8.03.19 4.56
9.03.19 4.59
15.03.1994 4.74
18.03.1994 4.79
25 03.1994 4.92
30.03.1994 4.96
S6é ' luly — December
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3.4 RATES OF INTEREST APPLIED BY BANKS, per cent

'A.verugo Lending Markica doposits and other murkka fonding
r
Fod New credits Tondiey, Olwhich: menth mowth W  rerecl” raol roool”
Cheque Bllisof Loams New rate Com- ferx- fax- [ [ [ ot
accownt  ex- lending, mer- exempl exem d om onother onmarkka
and post- change tofal dal deposits’ de ' max. deposiis fonding fending
algire banks rate of
caredits interest’
1 2 3 4 5 6 4 8 9 10 11 12
1989 1297 13.47 11.58 12.07 10.56 1040 7.50 . 4.50 5.67 11.92 7.37
1990 1324 1562 13.33 13.85 11.84 11.61 7.50 . 4.50 6.43 13.55 8.41
1991 1363 1588 13.40 13.84 12.08 1180 7.50 4.50 7.10 13.22 8.97

1992 1404 1586 13.32 13.75 1246 1213 750 850 4.50 741 1284 9.4
1993 949 1355 940 9.75 1020 992 3.50 4.50 2.00 4.78 886 6.15

1993

Feb. 12.07 1478 11.34 1168 1133 11.15 550 6.50 4.50 6.05 10.51 7.53
March 1135 1450 1093 11.29 11.07 1084 550 6.50 4.50 587 1004 730
April 1082 1423 10.29 10.60 10.89 10.62 550 6.50 4.50 574 9.72 7.1
May 9.78 1423 10.13 1040 1056 1027 500 6.00 2.50 4.90 942 643
Jume 559 1388 951 944 1035 1006 500 6.00 2.50 4.75 9.08 6.18
July 1045 13.04 899 9.47 10.01 9.73 450 5.50 2.50 4.50 8.64 588
Awg. 10.67 1320 879 925 958 926 400 5.00 2.50 4.10 8.09 544
Sept. 766 1297 839 868 938 9.09 400 500 2.50 3.96 7.88 531
Oct. 992 1239 866 904 928 897 400 5.00 2.50 3.89 7.77 524
Nov. 951 1277 829 8.4 921 890 400 5.00 2.00 3.71 7.44  5.04
Dec. 883 1155 732 762 885 848 350 450 2.00 3.33 694 455

Jan. 809 1125 735 762 858 822 350 450 2.00 3.1 6.41 4.19
Feb. 825 11.92 7.14 746 834 797 325 425 2.00 2.93 595 3.92

VEnd of period.

3.5 YIELDS ON BONDS AND DEBENTURES, per cent

Poried leviated lI.'-“:Il 'h=lbil: hile

Iloguniolll:lvund ’"::::.s nuu' L:uu

3 ] 3 10

years years years years

1 2 3 4 5 6
1989 122 12.0 12.1 . 11.9 8.1
1990 13.7 13.5 13.2 . 13.3 9.2
1991 12.3 12.2 11.9 . 12.6 10.0
1992 13.1 13.0 12.1 11.5! 13.8 9.9
1993 8.5 8.9 8.2 8.8 10.3 6.6
1993
Feb. 10.5 10.7 9.9 10.3 12.1 8.0
March 9.7 10.0 9.4 9.9 11.4 7.6
April 9.6 10.0 9.3 9.8 11.0 7.8
May 9.2 9.6 8.9 9.5 11.0 6.7
Jume 8.8 9.2 8.4 9.0 9.3 6.7
July 8.2 8.7 8.0 8.5 11.1 6.3
Avg. 7.4 7.9 7.2 7.7 9.2 5.9
Sept. 7.2 7.8 73 7.9 8.3 5.8
Oct. 7.1 7.6 6.9 7.6 9.8 55
Nowv. 6.8 7.2 6.5 7.2 9.0 53
Dec. 6.5 7.0 6.2 6.9 9.2 4.9
1994
Jan. 6.1 6.6 5.8 6.4 7.8 4.7
Feb. 6.1 6.6 59 6.4 7.8 4.8
" November and December only. S7
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4. RATES OF EXCHANGE
4.1 MIDDLE RATES, rim

Average New Menireal London Deblin Stockhelm Osie Copen- Frankfert Amsier- Srussels Zwrich Paris
of daily York hagen aM dam
0=
Iq:llons 1USD 1CAD 168P 1IEP 18K TNOK 1 DKK 1DEM 1INLG 1BEF 1CHF 1MRF
1 2 3 4 5 6 4 8 9 10 1 12
1989 4.2897 3.624 7.032 6.082 0.6654 0.6213 0.5869 2.2818 2.0226 0.1089 2.6243 0.6725
1990 3.8233 3.277 6.808 6.325 0.6459 0.6110 0.6181 2.3664 2.1002 0.1145 2.7 576 0.7024
1991 4.0457 3.533 7.131 6.511 0.6684 0.6236 0.6322 2.4380 2.1634 0.1184 2.8208 0.71629
1992 4.4835 3.706 7.875 7.636 0.7714 0.7222 0.7444 2.8769 2.5552 0.1397 3.2000 0.8486
1993 5.7189 4.434 8.582 8.371 0.7350 0.8059 0.8822 3.4584 3.0787 0.1655 3.8706 1.0096
1993
March 59718 4790 8.716 8.810 0.7720 0.8527 0.9441 3.6258 3.2254 0.1760 3.9274 1.0673
April 55967 4.435 8.646 8.551 0.7519 0.8268 0.9131 3.5076 3.1212 0.1704 3.83 46 1.0371
May 54792 4317 8.493 8.321 0.7484 0.8067 0.8888 3.4137 3.0432 0.1660 3.7865 1.0126
June 55487 4339 8.394 8.212 0.7489 0.7961 0.8793 3.3664 3.0017 0.1638 3.7713 1.0001
July 5.7775 4.506 8.638 8.150 0.7262 0.7906 0.8698 3.3682 2.9954 0.1631 3.8123 0.9897
Avg. 58307 4.462 8.699 8.110 0.7237 0.7915 0.8429 3.4363 3.0540 0.1618 3.8905 0.9818
Sept. 57832 4.379 8813 8295 0.7219 0.8168 0.8707 3.5637 3.1734 0.1660 4.0737 1.0188
Oct. 5.7495 4335 8.647 8.250 0.7172 0.8030 0.8682 3.5126 3.1255 0.1614 3.9946 1.0012
Nov. 5.8053 4.411 8.598 8.147 0.7026 0.7856 0.8578 3.4148 3.0428 0.1602 3.87 77 0.9825
Dec. 5.7548 4.320 8.578 8.159 0.6887 0.7753 0.8585 3.3645 3.0038 0.1611 3.9282 0.9840
1994
Jan. 5.6920 4.324 8.496 8.138 0.7001 0.7580 0.8407 3.2662 2.9173 0.1571 3.8683 0.9612
Feb. 5.5838 4.165 8.257 7.930 0.6992 0.7451 0.8245 3.2147 2.8669 0.1560 3.8297 0.9462
March 55326 4.057 8.248 7.932 0.6992 0.7530 0.8343 3.2688 2.9089 0.1586 3.8681 0.9591
Average Rome Viemna Lishon Roykjavik Madrid Athens Tallimn Tokyo Mel- ECU SDR
of dally bourne c.-lnlol-
- clal
l':ll..- 1m 1ATS 1PTE 118K 1E8P 16RD 1EEK 1JpY 1AUD 1XEU 1 XDR
3 14 15 16 17 18 19 20 2 22 23
1989 0.00313 0.3242 0.0273 0.0758 0.0362 . 0.03116 3.398 4.719 5.49536
1990 0.00319 0.3363 0.0268 0.0656 0.0375 .. . 0.02647 2.988 4.864 5.18322
1991 0.00326 0.3464 0.0280 0.0684 0.0389 0.022 . 0.03008 3.152 5.003 5.52733
1992 0.00364 0.4088 0.0332 0.0778 0.0438 0.024 0.4060 0.03546 3.289 5.798 6.31546
1993 0.00364 0.4916 0.0356 0.0846 0.0451 0.025 0.4323 0.05168 3.885 6.685 7.98641
1993
March 0.00375 0.5153 0.0392 0.0918 0.0507 0.027 0.4532 0.05103 4.225 7.034 8.24353
April 0.00364 0.4985 0.0378 0.0886 0.0484 0.026 0.4384 0.04982 3.985 6.830 7.90687
May 0.00371 0.4851 0.0362 0.0868 0.0453 0.025 0.4267 0.04970 3.826 6.672 7.76351
June 0.00370 0.4784 0.0354 0.0858 0.0438 0.025 0.4208 0.05172 3.747 6.582 7.82674
July 0.00365 0.4786 0.0345 0.0806 0.0430 0.025 0.4210 0.05365 3.913 6.564 8.03185
Avg. 0.00363 0.4884 0.0336 0.0813 0.0420 0.025 0.4295 0.05621 3.957 6.555 8.17177
Sept. 0.00369 0.5064 0.0348 0.0833 0.0442 0.025 0.4455 0.05485 3.772 6.771 8.20308
Oct. 0.00359 0.4994 0.0340 0.0823 0.0435 0.024 0.4391 0.05378 3.797 6.671 8.09230
Nowv. 0.00348 0.4856 0.0334 0.0811 0.0423 0.024 0.4268 0.05383 3.861 6.550 8.06368
Dec. 0.00341 0.4785 0.0330 0.0800 0.0410 0.023 0.4206 0.05237 3.874 6.494 7.96460
1994
Jam. 0.00335 0.4647 0.0323 0.0779 0.0398 0.023 0.4083 0.05109 3.962 6.339 7.81835
Feb. 0.00331 0.4573 0.0318 0.0764 0.0395 0.022 0.4018 0.05251 4.000 6.236 7.74733
S8 Marech 0.00332 0.4647 0.0318 0.0767 0.0398 0.022 0.4086 0.05264 3.937 6.309 7.75651
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4.2 MARKKA VALUE OF THE ECU AND CURRENCY INDICES

Average Morkka valee of the ECU Curvency indices, 1982=100
ol dally FIM/ECU Trade-weighted Payments MERM
ohserva- currency index cerrency imdex
tHions index

1 2 3 4
1989 4.73670 98.4 99.1 102.8
1990 4.85697 97.3 96.8 97.3
1991 5.00580 101.4 101.4 102.8
1992 5.80140 116.4 115.7 117.3
1993 6.69420 132.4 136.1 141.8
1993
March 7.03656 138.2 142.1 147 .4
April 6.83031 134.0 136.4 141.6
May 6.67350 131.7 133.7 139.3
June 6.58470 130.9 133.6 140.1
July 6.57241 131.0 135.3 142.2
Avg. 6.60127 131.9 136.6 143.9
Sept. 6.81414 134.5 138.4 144.7
Oct. 6.69596 132.6 136.8 142.8
Nov. 6.55386 130.4 135.3 141.7
Dec. 6.49606 128.9 133.9 139.8
1994
Jan. 6.34072 126.9 131.8 137.7
Feb. 6.23914 125.4 129.8 136.4
March 6.31275 126.3 130.2 136.6

S9
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5. OTHERDOMESTIC FINANCING
5.1 BANK FUNDING FROM THE PUBLIC, muL. Fim

End of Cheque Trams- Time Other Murkia Forelgn Tetal Other Total
period and actlon depesiis deposits  depesits, Y loposits  funding fending
gire deposits total deposits (5+6) (7+8)
(1+2+3+4)
1 2 3 4 5 [ 7 8 9
1989 28942 85396 125748 240085 7358 247 444 35298 282742
1990 30953 96176 124 930 252 058 6818 258876 38835 297711
1991 33619 86442 122126 19615 261802 13151 274953 52760 327713
1992 34 832 88526 114771 21218 259347 14626 273973 65557 339530
1993 36379 92357 112413 21766 262915 14883 277798 63173 340971
1992
Dec. 34 832 88 526 114771 21218 259 347 14626 273973 65557 339530
1993
Jan. 36 386 90643 112861 21500 261390 15643 277033 62732 339766
Feb. 34514 90871 111873 21643 258901 16995 275896 67225 343122
March 36713 88 594 110246 21576 257130 16498 273627 67 271 340898
April 34 626 88277 109522 21839 254264 15708 269972 64776 334747
May 36 856 86814 108 988 22119 254776 14 521 269 297 67714 337011
June 36 554 87629 108571 22615 255368 13402 268770 67806 336576
July 35787 87997 107 557 23582 254924 15616 270540 63737 334277
Avug. 36 548 88515 105708 23870 254 640 14 861 269 502 65157 334 659
Sept. 35312 88067 105958 23259 252596 16 642 269239 66050 335289
Oct. 35746 89439 109 350 22387 256922 16192 273114 67314 340428
Nowv. 36 098 87692 109769 21451 255010 15799 270809 64128" 334937
Dec. 36 379 92357 112413 21766 262915 14883 277798 63173 340971
5.2 BANKLENDING TO THE PUBLIC, MiLL. Fim
End of Cheque Bills of Loans Marida Foreign Total
period accownt exchange lending, currency londing
and pestal total credits (4+5)
girve credits (1+2+3)
1 2 3 4 5 [
1989 15270 5650 257768 278 688 73176 351864
1990 19152 5777 260790 285720 103 134 388 853
1991 18 037 4712 262 859 285 609 107714 393323
1992 16 045 3335 252163 271 544 95168 366712
1993 14217 2223 248 406 264 846 66 931 331777
1992
Dec. 16 045 3335 252163 271544 95168 366712
1993
Jan. 15948 3017 251227 270192 96 543 366735
Febh. 16 086 2944 251618 270 647 97 973 368 621
March 15718 2894 251528 270140 95576 365717
April 15326 2891 251 556 269774 88 604 358378
May 15198 2848 251 553 269 599 85075 354 675
June 15221 2812 251 305 269 339 83 482 352 821
July 15192 2 858 251610 269 660 82922 352582
Avg. 15 427 2670 251295 269 392 81 558 350950
Sept. 15425 2 656 251 667 269 748 79 676 349 424
Oct. 15094 2780 251342 269216 75184 344 401
Nov. 14 872 2 664 250 554 268 090 73810 341899
S10 Dee. 14217 2223 248 406 264 846 66 931 331777
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5.3 MONEY SUPPLY AND MONETARY AGGREGATES, miLLFim

End ':f‘ Foreign Domestic crodit IOIh.r " m,
peri assefs, tems, M,
net ' eeemiral  thepeblic  (203) net (1+4+5)
__government
1 2 3 4 5 6 7 8
1989 -59049 -18691 408 344 389 653 ~-79084 124295 251519 272 603
1990 -82881 -19072 453720 434 648 - 85385 141524 266 383 291 045
1991 — 86555 -6516 470 852 464336 102540 130644 275241 310924
1992 - 68099 81 439937 440018 - 97909 134829 274011 310733
1993* - 25989 1848 403742 405589 100006 141759 279 595 322 408
1993*
Feb. - 55354 - 997 443 883 442886 -114185 136779 273 346 307 399
March - 52886 - 162 445 947 445785 -121904 135990 270994 311305
April - 41746 271 431 871 432142 - 121662 134069 268734 308513
May -39870 687 430 307 430993 -121897 134801 269 227 307 799
June - 38803 41 429 134 429175 -120187 135602 270184 307 449
July -34515 1349 428 478 429827 -125718 135157 269 594 309 002
Aug. -33338 2158 426 871 429028 126590 136005 269 101 312036
Sept. -29387 4183 424 966 429149 - 132462 134600 267 299 312044
Oct. -20713 3530 419 951 423482 -130352 136989 272417 319050
Nowv. -23710 3430 417 372 420803 -125479 137095 271614 312034
Dec. - 25989 1848 403742 405589 -100006 141759 279 595 322 408
1994
Jan. —-23257 1175 398813 399 988 -96717 145274 280014 328 262
Fehb. .. . . . .. 146 600 278 650 327 690
5.4 LIABILITIES AND ASSETS OF THE CENTRAL GOVERNMENT, MmiiL. Fim
End of Forelgn currency-denominated debt Markka-denominaied debt Total Owt- Cash
poried Bonds Ofhor Lomg- Total Public Other Treasery Toful -cvml- Sl funds
bonds ferm {1+2+3) bonds long- notes ({5+6+7) mont |.I=Tl'
and promlis- ferm and debt
deben- sory Habil- bills (4+8)
fores uofes ities
1 2 3 4 5 6 7 8 9 10 11
1989 18 505 852 3429 22786 24126 5750 250 30126 52912 43499 21248
1990 20917 732 3144 24793 23982 8263 - 32245 57038 48121 23114
1991 38703 2437 2506 43646 31018 12208 5180 48406 92052 55165 15956
1992 100244 3669 2474 106387 40578 13555 14762 68895 175282 61671 19781
1993 142824 8737 4016 155577 71082 16060 22824 109966 265543 .. .
1993
Feb. 130937 8155 4440 143532 44537 13598 20397 78532 222064 62742 16444
March 135192 8185 4422 147799 47824 13593 22315 83732 231531 63632 39402
April 139909 7834 4221 151964 49146 12897 22570 84613 236577 64197 45211
May 139488 8701 4209 152398 51126 12771 22014 85911 238309 64292 43522
Jume 139102 9018 4263 152383 57718 12770 22126 92614 244997 64436 43203
July 142159 9510 4409 156078 59997 12769 21459 94225 250303 64796 40718
Avg. 143148 9457 4411 157016 63086 15355 23460 101901 258917 65317 43091
Sept. 145375 9350 4409 159134 64904 15354 24615 104873 264007 65879 42793
Oct. 143854 8868 4271 156993 69251 15354 23754 108359 265352 66435 42816
Nowv. 144122 8930 4090 157142 71833 15313 22647 109793 266935 64381 47493
Dec. 142824 8737 4016 155577 71082 16060 22824 109 966 265543 . .
1994
Jan. 140312 7544 3021 150877 72215 18260 19629 110104 260981 .
Feb. 148138 6914 3076 158128 74481 18260 19391 112132 270260 . S11

Bulletin 4+ 94



5.5 MARKKA BOND MARKET
A) _ISSUES, miLL. Fim

During sacter Total
peoriod By By type of loun (1+2+3+4+5)

Corpo- Financlal Central Local Others Publici Private =
rations  institwtions govermment govermment placings {6+7+8)

Taxable Taxfree

1 2 3 4 5 6 7 8 4

1989 4204 11022 5717 233 13 11146 2997 7 046 21189
1990 4640 17 891 4420 490 1007 17234 607 10607 28 447
1991 7277 25737 11073 1320 - 30160 - 15247 45 407
1992 6 984 15043 12 965 2674 4 23858 - 13812 37 671
1993* 11 691 12107 38101 2235 63 52741 - 11456 64197
1993*

Feb. 471 843 3480 200 - 4342 - 652 4995
March 871 657 3944 656 13 4991 - 1149 6140
April 504 206 1835 89 - 2124 - 509 2634
May 3281 1262 2761 407 - 4257 - 3454 7711
June 3132 670 6658 93 - 7107 - 3446 10553
July 510 165 2286 - - 2451 - 510 2961
Avg. 372 632 4829 60 - 5879 - 15 5894
Sept. 50 497 2023 10 - 2480 - 100 2580
Oct. 410 697 5126 222 - 6223 - 232 6 455
Now. 989 4160 2793 18 50 7828 - 182 8010
Dec. 477 1726 600 205 - 2742 - 266 3008
1994*

Jan. - 2000 2216 45 - 4261 - - 4261
Feb. 530 7 2359 280 - 3176 - - 3176

B) STOCK, MILL FiM

End of seclo ofloan Total
period By sector Bytypeotloan . 2:3+4485)
Corpo- Finandal Centval Local Others Puhlick 4 =
rations  Institviions govermmen! government placings {6+7+8)
Taxable Taxfree
1 2 3 4 5 6 7 8 9

1989 21463 50216 29381 1555 290 41162 27742 34001 102906
1990 23522 59756 28812 1756 1298 52273 22970 39902 115145
1991 26 632 76 701 35195 2766 3726 76346 18096 50578 145020
1992 26617 82319 44005 5237 3358 89534 13917 58085 161536
1993* 32946 74 497 73 682 6894 2009 120707 10391 58930 190028

1992

v 26 617 82319 44005 5237 3358 89534 13917 58085 161536
1993*

1 27 751 81343 51244 6092 3030 97679 12097 59684 169460
n 33614 79950 60316 6618 2369 107775 11558 63534 182867
m 33 334 77 791 67 504 6517 2018 113846 10727 62591 187164
v 32946 74497 73682 6894 2009 120707 10391 58930 190028
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C) TURNOVER, miLL. FiM

Duri Inferbank Botween banks Primary dealers” transactions in
porio and customers mark government bonds
Purchases Purchases Sales
irom other from others fo others
primary
1 2 3 4 L]
1989 6500 9 660 .
1990 5401 6058
1991 3343 29134 . . .
1992 18221 58 594 10744 12156 13354
1993 45 966 241273 42 945 95 647 117 489
1993
March 3760 15 481 3400 5482 8 300
April 2073 12 289 1840 4 409 7048
May 2165 14 069 2114 4977 8328
June 2539 21079 2115 5810 7 307
July 4 886 18 701 4725 7 990 10211
Avg. 4426 20776 4387 9812 10579
Sept. 5364 24 405 5124 11 436 12 459
Oct. 4958 33749 4717 13465 15832
Now. 4454 28725 4062 12703 12 069
Dec. 6012 26 948 5414 10765 12 500
1994
Jan. 8899 41 502 8437 17 411 19133
Feb. 14265 40 081 12 427 16 883 18 485
March 34926 56 958 32256 28 635 28 693
5.6 HELSINKISTOCK EXCHANGE
Share prices Tu ', mill. FIM
ofd-ll'y.
ohsor- HEX index {28 Dec., 1990=1000) Shares Bomds Total
vetions All- By ownership By industvy ::b‘- v -
share serip= tures
index Re- Non- Banks Imser- Mame- Of which: fion
stricted re- and ance fi rights
striclied finance and ing Forest Mefal Com-
invest- indes- and glom-
ment fries ongi- erales
neer-
ring
1 2 3 4 5 6 7 8 9 10 11 12
1989 1827 1850 1689 1958 1528 1818 1728 1748 2061 33160 7375 40536
1990 1332 1324 1393 1263 1185 1376 1436 1282 1474 15521 4550 20071
1991 962 949 1062 901 898 1003 1075 1076 1020 6339 1315 7 655
1992 772 759 868 425 467 942 1123 1206 890 10277 15377 25654
1993 1240 . . 608 644 1601 1695 1749 1751 46337 59977 106314
1993
March 994 . . 429 483 1295 1437 1417 1371 3019 5354 8374
April 1091 . . 464 551 1419 1478 1566 1535 3019 3260 6279
May 1200 . . 575 602 1542 1637 1748 1644 4451 4805 9257
Jume 1132 . . 508 600 1461 1569 1597 1570 1906 4118 6024
July 1241 . . 579 631 1618 1720 1659 1808 2810 2855 5665
Awg. 1410 . . 830 813 1782 1954 1893 1944 6081 4509 10589
Sept. 1378 . . 790 788 1745 1887 1860 1913 4689 6036 10725
Oct. 1502 . . 820 781 1943 1958 2095 2212 6638 6936 13574
Now. 1542 . . 810 770 2003 2093 215 2253 4842 7153 11995
Dec. 1549 . . 773 801 2003 2114 2240 2209 4810 6375 11185
1994
Jan. 1797 . . 870 952 2315 2357 2733 2537 8781 276 9057
Feb. 1917 . . 942 1008 2462 2410 2982 2704 6395 558 6953
March 1861 . . 824 948 2423 2249 2842 2793 7 060 334 7 394

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

D-rla Exports

'I'unl- Trams- Currest Imports Trans-

forsand account

other  recoipts
(6+1+l)

Travel Other
poriex- ex- services
&f..‘l, pondl- pendi- ex-

b fore fure peldi-
fure

1989 98265 7662
1990 099750 8347
1991 91100 7508
1992* 105809 8643

4497
4650
5044
6089

116 701
118 827
109 289
128272

10212
12739
10003

6423

3652
4461
5336
5920

130565 104 400
136027 101 967
124628 86348
140614 93187

3869
4363
3974
4360

8969
10766
11089
10962

8759
9503
1101
13 369

1993* 132283 10603 7079 159942 7107 7262 174311 101365 5144 9237 16788

22749 2030
25199 1869

1629
1244

27 681
29931

2557
2047

1268
1359

31506 20526
33337 22912

1020
967

2899
3014

2439
3139

1992+

1 24783
n 26 452
i 24820
N 29754

2002
2152
2323
2167

1159
1493
1958
1480

29 645
31778
31023
35825

2301
1269
1204
1649

1367
1374
1480
1699

33313
3440
33707
39173

22 698
24180
20677
25632

1001
1064
1119
1176

3422
3039
3242
3666

2725
2813
2853
2572

1993*

1 30951
n 32 587
m 32070
v 36 675

2442
2649
2848
2 664

1351
1763
2203
1761

37 639
39401
39 354
43 548

2275
2073
1664
1095

1659
1945
1773
1884

41574
43419
42791
46 527

25672
24761
23 965
26 967

1180
1268
1313
1382

2401
2276
2242
2319

4390
3960
4151
4286

L.

Services Im

s o poris |
fere,
total
{11+12

Trade Trans- Travel Other Services Ooodl I Trans- €
fers and account account port (3-12) services accownt a ment fors
other expen- (1-10) ({2-11) (4-13) (IIH)-’I ::vi- IIIOII., and (24+25

I‘."'"""".n (15+16 T mer
" e +17) M san

Durl =

no-i
'Ooﬁ
and
services
+13) {10+14)

1989 21596 125996
1990 24632 126 599

cccownt
(19+23)

-3160 - 9294
-5555-7772

155439 - 6134
162540 -2218

21882
26973

17

7 561
8967

3793 - 4471 -2482
3984 - 6117 -3422

-11670
~14234

26 27

-3910-24874
- 4506 -26513

1991 26074 112421
1992* 28690 121878
1993* 31169 132534

6358 26884
7121 30033

1992*

1 7148
i 6916
m 7214
v 7413

29845
31096
27 891
33045

1993

1 7972
| 7505
m 7707
N 7987

33644
32265
31671
34 954

S14
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28674 10529
30424 10347
35616 11686

6716
6510

8435
7400
6765
7824

10352
10701
7149
7414

2524
2725

3124
2381
2402
2440

3099
2689
2945
2953

151 624
162 649
179 837

36124
39268

41 405
40877
37058
43 309

47095
45656
41766
45321

4752
12622
30918

3534 - 6044 - 5374
4283 -4873 -5639
5459 -2159 - 6810

2223
2288

1010-1270 - 1165
902 -1770 - 1521

2085
2272
4143
4122

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

5279
7826
8105
9708

1262 - 1049 - 1496
1381 -512-1558
1534 -39-1917
1282 -558-1839

-7885-3132
-6228 6394
-3510 27408

-1425
-2389

797
-102

-2285
-1590
-101
- 1342

-200

682
3132
2780

-1283
- 690
- 422

-1114

3995
7136
7683
8594

-18671
-24001
-28510

-5192-26996
-4428-22035
-4424 -5526

—4159
— 4463

- 1257
- 1367

-4618
-5931

-6134
-6131
- 5561
-6174

-1758
~1007
-922
_741

-8092
- 6456
-3351
~4136

-8076
-8628
- 5486
-6320

~ 1440

_744
~1172
-1068

-5521
-2236
1025
1206



|
6.2 CAPITAL ACCOUNT', miL Fim

During Imporis of long-term cupital Exports of long-ferm caplial Long- Basle
period Diret  Portiolle Louns Other Tolsl Dirost Portfollo Loams Ofhor Total ::;Tlul:' balance
mentin  mentin o A v M oy ST T
Finland _ Finland capltal abroad ahroad cupital
1 2 3 4 5 6 7 8 9 10 1 12
1989 2095 1475 8608 79 25538 13327 180 5323 273 19103 6435 -18439
1990 3010 22656 19674 169 45509 1247 577 - 499 294 12843 32666 6153
1991 -997 37284 14840 825 51952 4240 -372 1052 101 5022 46931 19935
1992* 1777 36772 5505 479 44532 1821 367 3461 304 5953 38580 16545
1993* 3390 34548 15452 -1397 51993 10475 1661 -1012 410 11534 40459 34933
1991
|11 -435 10416 2747 114 12843 1315 434 -522 -2 1225 11617 6999
v -777 2937 3211 619 5989 587 -356 697 -4 883 5106 -825
1992+
1 564 4173  -400 795 5132 624 182 621 273 1699 3433 -4659
1l 74 12934 372 -261 13119 -208 1142 121 187 1242 11877 5421
m 340 5302 725 259 6626 775 -882 1117 182 1192 5434 2083
v 799 14362 4808 -314 19655 630 -75 1602 -337 1820 17836 13700
1993*
1 206 15781 8994 -384 24597 1355 2981 -688 -105 3543 21054 15534
n 803 14991 4440 477 19756 1505 -1094 478 148 1037 18720 16483
m 415 4763 3274 -456 7996 -150 -764 -795 722 -987 8983 10008
v 1966 -986 -1255 - 80 -355 7765 538 -6 -35 7942 -8297 -7091
Irlur.I-! Imports of shori-term capital Exporis of shori-torm capital E:Ir‘on t:l::- :-'I.:::: ic:::-'l:d
Short- Trade Other 1] Shorl- Trade Other Tolal omis- capital . bunk's
term crodits short- (13+14 term crodiis  shori- (17418 sions account reserve forelgm
capital form +15) caphal form +19) (16-20 move- exchamge
Imporis capital experls capltul +21) ments reserves
of ou= of au- {12+22)
thorized thorized
banks bunks
13 14 15 16 17 18 19 20 21 22 23 24
1989 4285 1627 3679 9592 1462 475 710 2647 5533 12478 -5961 5961
1990 16258 1119 1357 16020 -2290 -1254 1244 -2300 -9381 8939 15092 -15092
1991 -13436 399 -1301 -14338 6261 882 3285 10427 -1574 -26339 -6404 6404
1992* - 29022 7998 10626 -10399 -567 4369 6563 10365 -5030 -25794 -9249 9249
1993* - 28 391 4547 -2263 -26107 9883 2480 809 13171 5462 -33816 1117 -1117
1991
m - 16407 340 -583-16650 -3091 1027 1869 -195 2550 -13905 -6905 6905
v -4 383 1232 -2481 -5632 -13635 977 -4531 -17189 -4908 6649 5824 -5824
1992*
1 -2542 458 3694 1610 -4134 1003 1723 -1408 0 3018 -1641 1641
]| - 9587 3973 540 -5074 -1612 1167 -3403 -3848 -5244 6470 -1049 1049
m -11212 1155 12198 2141 6064 217 154 6435 -3955 -8248 -6165 6165
v - 5681 2411 -5805 -9076 -885 1983 8089 9187 4169 -14094 -394 394
1993*
1 -3093 411 -5857 -8540 14868 1560 -1232 15197 2509 -21228 -5694 5694
n -5939 2435 -1386 -4890 -3008 1225 -338 -2121 -3009 -5778 10706 -10706
m - 10464 4828 2770 -2866 10909 3181 4339 18429 220 -21075-11067 11067
v -8895 -3127 2210 -9812-12887 -3486 -1960 -18333 5742 14264 7173 -7173

! Capital account data are based on surveys as from the beginning of 1991. The resulting figures conform more closely to the IMF's

recommendations.
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6.3 FINLAND'S FOREIGN LIABILITIES AND ASSETS, M. Fim

Emd of Long-term linhilities Lomg-term assets Long-
period ferma
Direct Port- Loans  Other Total Direct Pori- Louns  Other Total debt,
invesi- folio long- {(T+2+ invest- felio long- {6+7+ nmet
mentin  Invesi- ftorm 3+4) ment imvest- form 8+9) {5-10)
Finland mentin capital obroad ment capital
Finland abroad
1 2 3 4 ] 6 7 8 9 10 11
1989 16093 82313 40110 994 139510 33234 7680 24572 2757 68243 71267
1990 18651 98399 51744 4630 173424 43931 7184 25595 5487 82196 91228
1991 17443 143685 75772 5827 242728 53560 7430 27907 6161 95057 147 671
1992* 19260 211214 96081 7919 334473 61659 9165 34108 7670 112602 221871
1993* 22650 275118 119084 6870 423722 72818 11409 32655 8941 125823 297899
1991
m 18273 132499 68747 4877 224395 48601 7392 26056 5934 87983 136412
v 17 443 143685 75772 5827 242728 53560 7430 27907 6161 95057 147671
1992+
1 18017 152414 78844 6768 256043 53857 7900 29179 6738 97 674 158 369
]| 18101 161861 77058 6441 263460 53322 9089 28025 6648 97084 166376
m 18451 185346 86042 7290 297129 61356 8618 31039 7397 108410 188719
v 19260 211214 96081 7919 334473 61659 9165 34108 7670 112602 221871
1993*
1 19466 254366 115633 8233 397698 69231 12628 35652 8324 125835 271863
]| 20269 256862 116641 7363 401135 66943 11472 33601 8287 120304 280832
n 20684 274240 123272 7255 425451 67711 10834 33805 9376 121726 303725
v 22650 275118 119084 6870 423722 72818 11409 32655 8941 125823 297899
Endof Short-term liabilities Short-term assets Short- Debt, [Net  Netim-

short-

ferm

Bunkef Short- Trvade Other Tolal Trade
Finland's ferm  crodiis shorl- {12413 Finland's term credils shori- (17+18 ities,
ferm +19+20) net

Bankef Skort-

+14+18) shori- :'uon

: ferm net
Other Total liabil- (11+22) -

S16

ferm ities of liabii- ferm assets {16-21) ox= terein
liabil-  avther- fties asseis  avthor- pendi- relation
fties ized ixed fo current
bauks banks account
rocoipis
12 13 14 15 16 17 18 19 20 2 22 23 24 25
1989 3558 88751 12697 12883 117889 25113 33569 16516 5666 80864 37024 108291 10453 8.0
1990 3922 106548 13466 13864 137801 39506 27190 14372 6608 87676 50125 141353 13130 9.7
1991 3149 99502 13798 14703 131152 35922 36727 15840 10545 99034 32118 179788 15671 127
1992* 7849 84253 21891 21603 135597 33966 43534 21323 16505115328 20268 242139 19007 13.6
1993* 6382 60380 26376 21659 114797 38530 55872 24238 17114 135755-20957 276942 23510 136
1991
m 2826 99953 12500 16703 131982 29006 47064 14371 15121 105561 26421 162833 3409 108
1\ 4 3149 99502 13798 14703 131152 35922 36727 15840 10545 99034 32118 179788 3713 11.1
1992+
1 3185 100961 14219 18012 136376 35429 32960 17007 12637 98033 38343 196712 4886 147
n 3242 89647 18218 17832 128939 33516 32786 18123 8804 93229 35710 202086 4882 142
1] 14067 86647 19397 20846 140956 29484 43316 18829 9425101054 39902 228622 4313 12.8
v 7849 84253 21891 21603 135597 33966 43534 21323 16505115328 20268 242139 4925 126
1993*
1 5836 86548 22279 19173 133836 31998 60816 23570 16232 1324615 1221 273083 6827 164
1] 6173 78062 24661 16779 125675 41889 56831 24521 14669 13791012235 268597 7378 170
m 6293 69318 29519 19669 124800 31987 68640 27853 19178 147 65922859 280866 4236 9.9
v 6382 60380 26376 21659 114797 38530 55872 24238 17114 135755-20957 276942 5069 10.9
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6.4 FINLAND'S LONG-TERM FOREIGN LIABILITIES AND ASSETS, BY SECTOR, mi. Fi

::‘ Long-term liabilities Long-term assels m'
Cor- Banks Other Central Other Total Cor- Banks Other Cenival Other Total Habll-
porate financlal govern- {1+2+ poraie financlal govern- (7+8+9 itles, net
seclor = ment 3+4+3) secior instile- meont +10+11) (6-12)
flons tioms
1 2 3 4 5 6 7 8 9 10 11 12 13
1989 58009 40199 17665 23063 574 139510 34828 26048 2313 3517 1537 68243 71267
1990 65553 56394 21694 29174 610 173424 45372 28423 2075 4279 2047 82196 91228
1991 79212 70795 35623 56377 721 242728 57749 27641 2121 4752 2794 95057 147671
1992* 94166 70253 49558 118081 2415 334473 69963 30619 3096 5627 3298 112602 221871
1993* 121805 71085 51048 176980 2803 423722 82485 29480 3695 7194 2970 125823 297899
1991
m 76925 68223 34193 44332 723 224395 51794 26862 2138 4655 2534 87983 136412
v 79212 70795 35623 56377 721 242728 57749 27641 2121 4752 2794 95057 147671
1992*
1 83295 69700 36053 65370 1624 256043 58653 28466 2298 5367 2890 97674 158369
n 81317 64232 37674 78534 1703 263460 58461 28235 2290 5147 2951 97084 166376
m 87852 68903 39531 98824 2020 297129 66650 30514 2451 5528 3268 108410 188719
v 94166 70253 49558 118081 2415 334473 69963 30619 3096 5627 3298 112602 221871
1993*
1 105210 72568 54996 162000 2925 397698 77690 34825 3350 6259 3710 125835 271863
n 105421 69550 51715 171676 2774 401135 76033 31136 3297 6535 3303 120304 280832
m 115725 72805 53321 180678 2922 425451 77369 30522 3625 7044 3166 121726 303725
v 121805 71085 51048 176980 2803 423722 82485 29480 3695 7194 2970 125823 297899
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7. FOREIGN TRADE

7.1 EXPORTS, IMPORTS AND 7.2 FOREIGN TRADE: INDICES OF VOLUME, UNIT
THE TRADE BALANCE, miLL. Fim VALUE AND TERMS OF TRADE, 1980=100
Perled Volume Unitvalwe Tormsof
trad
:::u lxmrll. Inpe:'rli, lﬂ?;r Exporis Imporis Exporis Imports c
1 2 3 1 2 3 4 5

1989 99784 105516 -5732 1989 121 144 156 126 123
1990 101327 103027 -1700 1990 125 138 154 128 120
1991 92842 87744 5098 1991 114 115 154 131 118
1992 107 463 94 947 12516 1992 124 112 164 145 113
1993* 133927 103078 30849 1993* 147 109 172 163 106
1993* 1991
Feh. 10 646 9092 1554 m 113 109 156 132 119
March 11 445 10 384 1061 v 124 118 157 135 116

April 11429 9 654 1775
May 11391 7738 3653 1992

June 10177 7773 2 404 1 118 112 162 142 114
July 10899 8129 2770 1 125 118 162 143 113
Avg. 10127 8210 1917 m 117 102 163 142 115
Sept. 11 452 8029 3423 v 133 116 171 154 m
Oct. 13 906 8 405 5501
Nov. 12 369 9620 2749 1993*
Dec. 10812 9443 1369 1 135 107 175 166 106
1 143 104 174 166 105
1994* m 141 103 174 165 105
Jan. 11819 8223 3596 v 165 116 170 161 105
Feb. 10862 7 405 3457

7.3 FOREIGN TRADE BY MAIN GROUPS, miLL.FIM

During Exporis by industries, fobh Imports by use of goods, cif
. Chomical Melaland Other

Wood Paper Raw  Crede o.lk Finished goods Other
indusiry indusiry Indusiry e-'glnoorlng goods materials fuelsa d
producis produch d ndusivy {excl. lobricants Imvesiment Comnsumer
producis erude ofl) goods goods

|

1 2 3 4 5 6 7 8 4 10

1989 7416 32513 8844 32682 18329 51786 8310 20606 24055 759
1990 7811 31658 9540 35493 16825 49210 9829 19364 23888 736
1991 6984 29695 10539 29188 16436 42505 9399 13973 21195 672

1992 7892 32587 12172 35741 19071 49514 9745 13348 20826 1514
1993* 10889 37410 14192 48099 23337 54778 10911 15337 21045 1007
1993*
Feb. 780 3083 1135 3645 2003 4370 1120 1672 1855 75
March 899 3 441 1213 3911 1981 4663 887 2848 1923 63
April 968 3414 1320 3755 1972 5445 697 1352 2062 98
May 1020 3100 1082 4262 1927 4537 488 1050 1606 57
Jume 927 2931 965 3698 1656 4286 1040 906 1482 59
July 774 2753 1162 4 385 1825 4 358 973 983 1645 170
Avg. 668 2991 1255 3304 1909 4350 969 1147 1682 62
Sept. 988 3255 1328 3767 2114 4360 951 873 1713 132
Oct. 1133 3508 1258 5869 2138 4718 863 978 1835 11
Now. 1061 3294 1354 4479 2181 4969 1377 1282 1946 46
Dec. 964 2954 1069 3766 2059 4999 1107 1349 1892 96
1994*
Jan. 978 3009 1282 4272 2278 4511 691 1153 1807 61
S18 Feb. 1018 3060 1060 3741 1983 4215 603 934 1620 33
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7.4 FOREIGN TRADE BY REGIONS AND COUNTRIES

Exporis, fob Imports, f
Regilon and - < < <
country 1993 Jlnur'y’-,‘hbn-ry 1993 .l---rly’-’ﬁ.olru-ry
MIIL. . .
Fim P.r:.o-n::.o Mill. FIm m Mmill. FIm Per::::.-'o MillL. Fim m;
B o
spon
od
e previous s provious
year your
1 2 3 4 5 6 7 8
All OECD countries 102135 76.3 16 854 12.5 81 607 79.2 12376 0.7

OECD Evrope 86513 64.6 14 662 11.5 66 956 65.0 9973 3.9

Of which:
Austria 1427 1.1 228 7.4 1179 1.1 182 258
Belgium and
Luxembourg 2955 2.2 566 16.7 3008 29 470 21.6
Denmark 4479 3.3 960 44 .4 3231 3.1 483 12.3
France 7114 53 1186 10.1 4716 4.6 681 2.7
Germany 17 628 13.2 3020 8.9 16 901 16.4 2363 4.0
ltaly 4350 3.2 660 -17.0 3811 3.7 586 8.5
Netherlands 6729 5.0 1259 20.1 3847 3.7 552 -1.3
Norway 4277 3.2 718 21.2 5010 4.9 875 -4.7
Spain 3263 2.4 523 18.2 1245 1.2 272 26.2
Sweden 14 855 1.1 2 366 4.6 10531 10.2 1640 7.7
Switzerland 211 1.6 363 18.6 2044 2.0 291 2.2
United Kingdom 14020 10.5 2287 17.0 9160 8.9 1204 -4.7
Other OECD 15622 11.7 2191 19.7 14 651 14.2 2 403 -10.8
Of which:
Canada 1075 0.8 147 -7.8 724 0.7 117 14.2
Japan 2187 1.6 339 43.9 5958 5.8 1029 15.8
United States 10 506 7.8 1382 19.4 7 498 7.3 1196 -27.4
Non- OECD Evropean
countries 12 679 9.5 2 685 84.8 11207 10.9 1582 -14.3

Of which:

Russia 6051 4.5 1343 107.7 7813 7.6 1161 -18.4
Other countries 19113 143 3142 -98 10264 10.0 1669 7.2

Of which:

OPEC couniries 3266 2.4 423 7.9 542 0.5 68 45.1
TOTAL 133927 100.0 22 681 13.9 103078 100.0 15628 -0.4
Of which:

EC countries 62 850 46.9 10818 12.6 47 974 46.5 6950 3.8
EFTA countries 22799 17.0 3692 9.0 18 831 18.3 2996 4.2
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8. DOMESTIC ECONOMIC DEVELOPMENTS
8.1 SUPPLY AND USE OF RESOURCES, MILL. FIM, 1990 PRICES

(seasonally adjusted figures)

Period Conssmption Fixed Chunge Domestic Exporis  Imporis GDP
expenditere investmont instocks, demand (6+7-8)

ind. statistical  (1+2+3+4+5)

Private Public  Privaie Public discrepancy

1 2 3 4 5 6 7 8 9

1989 269879 104526 129905 15149 5975 525434 117241 127311 515364
1990 269754 108535 121858 17286 5769 523202 118828 126600 515430
1991 260031 111256 93722 17243 - 2451 479801 110965 111755 479011
1992* 246714 109043 75529 16226 4 365 451877 122059 112989 460947
1993* 235469 102736 60682 14541 6052 419480 142819 113109 449190
1991

m 65247 27862 21896 4278 —1490 117793 29403 28079 119117
v 64262 27816 21019 3995 - 1349 115743 28160 27517 116385
1992*

1 63142 27345 20458 4202 238 115385 29303 28210 116477
n 61843 27248 19874 4237 1321 114 524 30692 29152 116064
m 61256 27201 18419 3811 1321 112 007 30607 27641 114973
v 60473 27250 16777 3976 1485 109 961 31457 27986 113433
1993*

1 59822 25809 15923 3617 1634 106 805 34213 28800 112218
H 58732 25686 14871 3641 920 103 850 34975 27241 111584
m 58317 25610 15028 3795 2670 105 420 36367 28715 113072
v 58598 25630 14860 3489 828 103 405 37264 28353 112316

8.2 VOLUME OF INDUSTRIAL PRODUCTION, 1990=100

(seasonally adjusted figures)

Period Total Mining and Manw- Wood and Metaland Other Emergy
Indesiry quarrying facturing paper ongineering mang- and wailer
indusivies indusiries foctering supply
{100.0) (1.3) {89.6) ({16.8) {31.3) (41.5) (9.1}
1 2 3 4 5 6 7
1989 100.3 101.9 100.5 102.3 99.6 100.8 97.9
1990 100.2 99.8 100.2 100.1 100.4 100.1 100.0
1991 91.2 91.3 89.9 921.5 85.6 92.6 103.6
1992* 92.6 91.2 91.5 94.8 90.9 90.6 103.2
1993* 97.2 80.8 96.3 104.8 98.8 90.9 108.6
1993*
Jan. 93.6 88.7 92.3 99.9 92.3 88.4 105.8
Feb. 93.9 84.9 92.6 98.6 94.1 89.4 106.1
March 93.9 84.0 92.5 99.6 94.8 88.1 109.4
April 95.4 84.8 94.5 103.2 97.5 89.0 105.6
May 92.9 78.9 92.2 99.6 95.8 86.7 103.9
June 97.1 64.6 96.6 105.8 98.6 91.0 1111
July 97.8 80.7 97.2 105.9 100.0 91.8 108.1
Avg. 96.4 75.5 95.7 105.4 96.9 90.9 106.7
Sept. 99.8 75.4 99.1 108.6 102.1 93.0 110.5
Oct. 101.2 81.8 100.6 111.1 104.2 93.7 111.3
Nowv. 101.7 82.8 100.8 110.0 103.9 94.6 110.7
Dec. 102.3 88.0 100.9 109.8 105.7 93.9 114.3
1994*
S20 Janm. 101.7 87.5 100.5 111.6 101.5 94.2 112.6
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8.3 INDICATORS OF DOMESTIC SUPPLY AND DEMAND; 1985=100

(seasonally adjusted figures)

Period Volomeof Volumeof Volume of Of whid: Importsef  Menthly
wholesale retall ction Invesiment Indicator
trade trade of bulidings Residontial Indesivial Other goods of GDP
belldings belldings bulldings
1 2 3 4 5 6 7 8
1989 124.2 117.0 130.3 132.9 137.6 125.2 161.4 116.7
1990 119.9 111.7 127.3 124.8 161.7 122.1 144.6 117.5
1991 101.2 103.9 103.9 94.4 127.7 109.9 102.1 110.3
1992+ 87.9 93.8 79.5 73.8 76.2 87.5 84.5 106.9
1993* 82.6 87.8 57.9 59.4 51.0 66.9 83.1 105.3
1992*
Dec. 82.4 89.1 . . . . . 106.5
v 83.2 89.3 68.4 61.4 51.8 71.2 80.1 106.1
1993*
Jan. 77.3 86.8 . . . . . 105.0
Feb. 83.0 91.7 . " . . . 106.4
March 85.2 90.9 . . . . .. 105.1
April 81.2 88.9 . . . . . 104.5
May 81.6 88.1 . . . . . 103.0
Jume 85.5 86.8 . . . . . 104.9
July 83.7 85.6 . . . . . 104.5
Avg. 83.6 86.2 . . . . . 104.5
Sept. 81.9 85.7 . . . . . 105.4
Oct. 80.7 86.2 . .. . . . 105.8
Novw. 83.5 87.0 . . . . . 107.0
Dec. 83.4 89.2 . . . . . 107.8
1 81.8 89.8 58.5 61.1 45.5 62.8 118.1 105.5
n 82.8 87.9 57.8 60.6 50.2 62.4 73.5 104.1
m 83.1 85.8 57.9 592 45.5 63.3 60.4 104.8
v 82.5 87.5 57.4 56.4 62.7 79.1 79.0 106.8
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8.4 WAGES AND PRICES, 1985=100

Poriod Index Con- Basie Preduc- Bymurketing Building
of wage By sectors ssmer price By origin orprice aresa cost
and price  index Index Index
salary g (- | Local Nen- Index for Domes- Import- for Expori- Home
ournings Total Ofwhich: gev- gev- profit demestic tle ed manu= od market
Menvfac- erm- emn- insti- supply geods goods fae- goods goods
foring ment ment tetions fering
(SIC3)
1 2 3 4 5 6 7 8 9 10 11 12 13 14
1989 1357 1365 1338 1374 1321 1371 1200 1073 1113 926 1078 1105 1064 1255
1990 1482 1488 1468 1498 1447 1500 1273 1109 1157 936 1100 1104 1098 1345
1991 1576 1583 1562 1579 1548 1589 1326 1112 1158 942 1099 1087 1104 1373
1992 160.6 1609 1599 160.6 159.1 1624 1360 1124 1156 1009 1126 1134 1123 1349

1993 161.9 1619 1623 162.1 1616 1641 1389 1158 1169 111.0 1167 1202 1151 1353
1992'

v 1612 1614 1608 161.0 160.3 163.0 1369 1134 1156 1052 1139 1162 1129 1343
1993'

Feb. 1386 1153 1166 1098 1159 1189 1145 1348
March 1388 1162 1171 1124 1169 1205 1152 1347
April 139.3 1164 1173 1124 1174 1210 1157 1352
May 1394 1161 1168 1127 1173 1216 1154 1353
June 1392 1161 1171 1118 1172 1207 11566 1355
July 1388 1160 1171 1116 1167 1198 1152 1353
Avg. 1387 1160 1168 1121 1169 1204 1152 1353
Sept. 139.0 1161 1174 1109 1174 1211 1157 1356
Odl. 139.1 1159 1172 1108 1174 1214 1155 1357
Nov. 1389 1157 1172 1100 1168 1204 1152 1357
Dec. 1388 1155 1169 1099 1164 1201 1147 1355
] 161.7 1619 161.8 161.6 161.0 1635 1385 1151 1165 1098 1157 1186 1144 1348
n 162.0 1620 1627 1619 1615 1640 1393 1162 1171 1123 1173 1211 1156 1353

m 1618 1616 161.8 1623 1619 1643 1388 1160 1171 1115 1170 1204 1154 1354
1623 1622 1630 1624 1621 1647 1390 1157 1171 1102 1169 1206 1151 1356

1385 1157 1174 109.6 1167 1204 1151 1365
139.0 1161 1180 1092 1167 1193 1155 1365

TR

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

Porled L s omiay. _Byindestrial status By indusiry reved  ployesent
' (r3)  soit- and fl-  Indestry Com-  Sorvice rte
p:-ll':n ' = employed my re siruction indwsiries
1:_07 {6+7+8+9) carmers and
yeur olds
% 1000 persons %
1 2 3 4 5 6 7 8 9 10 11
1989 68.7 2559 2 470 367 2104 218 561 199 1492 89 3.5
1990 68.4 2556 2 467 360 2108 207 556 205 1500 88 3.4
1991 674 2533 2 340 340 2000 197 502 179 1461 193 7.6
1992 66.1 2502 2174 325 1849 188 454 150 1382 328 13.1
1993 653 2484 2 041 312 1729 173 423 124 1319 444 17.9
1993
Feb. 65.5 2 485 2077 315 1762 172 422 132 1351 407 16.4
March 65.2 2475 2 055 313 1742 180 430 131 1313 421 17.0
Aprll 655 2 489 2 058 320 1738 179 428 129 1323 431 17.3
May 653 2 483 2054 318 1736 175 432 129 1318 429 17.3
Junme 64.8 2 464 2 006 294 1712 167 420 127 1292 458 18.6
July 65.0 2473 2029 315 1715 173 422 122 1312 443 17.9
Avg. 65.6 2 494 2041 307 1734 164 423 126 1328 453 18.2
Sept. 655 2494 2020 318 1703 173 422 118 1308 474 19.0
Oct. 65.1 2 480 2014 312 1702 172 413 123 1306 465 18.8
Nowv. 653 2 487 2027 307 1720 175 412 119 1321 460 18.5
Dec. 65.3 2488 2015 318 1697 173 416 113 1312 473 19.0
1994
Jan. 64.6 2 463 1961 321 1640 171 408 115 1267 502 20.4
Feb. 65.5 2497 2053 321 1732 171 419 110 1353 444 17.8
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8.6 CENTRAL GOVERNMENT FINANCES: REVENUE, EXPENDITURE
AND FINANCIAL BALANCE, MILL. FiM, CASH FLOW BASIS

Dullu Revenwe Expendiiore
pord Direct Indirect  Other Other Rev- Redemp- Revenwe Consump- Truans-
faxes faxes faxesand revenwe enwe before Hon fersand Of which:
similar before of borrowing sub-
revenue fimanclal loems (5+6) sidies Locul Otherdo-
frans- re govern- mestic
actions 'bylllo ment  seclors
(1+2+3+4) state
1 2 3 4q 5 6 7 8 9 10 11
1988 35339 66348 473 13629 115789 2557 118346 32266 65502 29757 33108
1989 39397 76458 471 15990 132316 3926 136241 35082 72008 33244 35715
1990 42611 77364 953 18423 139351 4260 143611 41535 81190 37646 40313
1991 41054 73251 1136 19182 134624 4442 139069 45085 101220 42297 55160
1992 34312 69541 1512 21257 126616 5054 131669 49207 105184 42990 59180
1992
Nowv. 2984 5925 110 1751 10770 704 11474 3806 9072 3463 5492
Dec. 853 6371 -50 2978 10152 1043 11195 4395 9323 3671 5263
1993
Jan. -560 5900 70 919 6 329 15 6345 4129 9084 3230 5701
Feb. 3730 4446 240 1257 9673 113 9785 3869 7807 3347 4273
March 2456 6205 127 3496 12284 2119 14403 4145 9295 3698 5440
April 3875 4926 93 2657 11551 98 11649 3835 9436 4055 5278
May 2697 5638 97 2688 11120 510 11630 3646 9115 3958 5013
June 2870 5633 86 2748 11337 591 11928 4110 8842 3958 4672
July 3208 5626 119 1759 10712 197 10909 4719 8225 3287 4696
Avug. 3011 5884 102 2166 11163 154 11318 3424 7820 3395 4102
Sept. 2792 5185 129 2247 10353 108 10461 3658 9482 3371 5987
Oct. 2774 5548 118 1072 9512 64 9576 3381 9774 3375 6235
Nov. 2736 5757 147 2672 11312 2638 13952 3708 9371 3437 5820
During Expendiiere Financial bal
O SN Spme odh mmie o Mmoo
ment fure finandal financlal  redemptions sur- rowing rowing :llll
tramsuctions invesiment of stale dobt les virement (18+19)
{8+9+ (14+15) (;-u) 7-16)
12+13)
12 13 14 15 16 17 18 19 20
1988 7 565 5614 110946 6529 117 476 4842 870 247 3287
1989 8393 5343 120826 7 566 128 390 11 490 7 851 - 4009 3842
1990 5962 4927 133614 9319 142 934 5737 678 1201 1879
1991 5370 6368 158044 13328 171372 -23420 -32304 25659 -6645
1992 5042 8499 167932 35501 203433 -41316 -71764 70691 -1071
1992
Neovw. 410 102 13 390 1010 14400 -2620 -2926 15124 12199
Dec. 664 1117 15499 11897 27 396 -5347 -16201 3174 -13027
1993
Jan. 261 1691 15165 662 15826 -8836 - 9481 16 891 7410
Feb. 290 842 12808 1289 14 097 -3135 -4312 15636 11324
March 313 2248 16 001 3211 19 211 -3717 -4 808 9 245 4437
Aprill 306 1554 15131 2060 17191 -3580 -5542 12 592 7 050
May 318 1156 14235 1351 15586 -3115 - 3956 2086 -1870
June 384 2 650 15986 768 16753 — 4 649 -4825 4424 - 401
July 406 914 14264 3935 18 200 - 3552 -7291 7157 - 134
Avg. 416 874 12534 723 13258 - 1371 - 1940 5079 3139
Sept. 417 1135 14 692 1756 16 448 - 4339 -5987 3529 -2457
Oct. 369 2 497 16 021 740 16761 -6509 -7185 6076 -1109
Nowv. 349 771 14199 767 14 966 —2887 -1014 1230 216
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NOTES AND EXPLANATIONS TO THE STATISTICAL SECTION

Source

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

Symbols used

* Preliminary

r Revised

0 Lessthan half the final digit shown
Logically impossible

.. Datanotavailable

— Nil
S Affected by strike
_ Breakin series

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

1 THE BALANCE SHEET OF THE
BANK OF FINLAND

Table 1.2 Domestic financial sector.
Term claims on deposit banks (Col-
umn 13) = bank certificates of deposit
held by the Bank of Finland + securi-
ties with repurchase commitments.
Liquidity position of deposit banks,
net (Column 14): see explanation to
Table 2.1. Other claims on financial in-
stitutions, net (Column 17) = bonds +
other claims on financial institutions —
other liabilities to financial institutions.
Corporate sector. Special deposits
and other items, net (Column 20) =
bonds: other + other claims on corpo-
rations — deposits for investment and
ship purchase — other liabilities to cor-
porations.

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

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

Table 2.3 Money market instru-
ments are the instruments used by the
Bank of Finland in its money market
operations. Matured money market in-

struments, net, comprise both instru-
ments purchased and sold. Money
market transactions are recorded ac-
cording to trade dates.

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

Table 2.5 The markka value of for-
ward contractsis given.

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

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

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

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

Table 3.4 Lending. New credits
(Columns1-4): rates of interest on new

credits drawn during the month are
average monthly rates weighted by
loan amounts. Annual rates are arith-
metic averages of monthly observa-
tions until 1987 after which they are
weighted by loan amounts. Average
lending rates (Columns 5 and 6) are all
weighted by loan amounts. As from
January 1989, the loans of Postipankki
Lid have been included in the com-
mercial banks' outstanding stock of
loans. Deposits. 24-month and 36-
month tax-exempt deposits (Columns
7 and 8): from May (September) 1992,
24-month(36-month) deposits are tax-
exempt if they carry a rate of interest
which is at most the Bank of Finland's
base rate less two percentage points
{one percentage point). In the period
from January 1989 to April 1992, 24-
month deposits (Column 7) were tax-
exempt if they carried a rate of interest
which was at most the Bank of Fin-
land's base rate less one percentage
point. Other tax-exempt deposits (Col-
umn 9): in the period from January
198910 April 1992, deposits other than
24-month deposits were tax-exempt if
they carried a rate of interest which
was at most the Bank of Finland's base
rate less 4 percentage points. From
May 1992, deposits other than 24
month or 36-month deposits are tax-
exempt if they carry a maximum rate
of interest as prescribed by law. The
maximum rate was first set at 4.5 per
cent. From 6 May 1993 it has been 2.5
per cent. All markka deposits (Column
10): the stock of deposits comprises all
markka deposits by the public. The
monthly and annual average rates of
interest are weighted by deposit
amounts. Other funding (Column 11):
CDs outstanding + promissory notes +
bonds. The average rate of interest is
weighted by amounts. Total markka
funding (Column 12); markka deposits
by the public + banks' other markka
funding. The rate of interest is weighted
by amounts.

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

3 and 6 years. The yield on taxfree pub- 525
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lic issues (Columné) is calculated as
the arithmetic mean of yields on fixed-
rate public bonds with a remaining
maturity of between 4 and 5 years. The
Bank of Finland calculates the yields
for columns 5 and 6 once a week on
the basis of the trading quotations of
the Helsinki Stock Exchange. Monthly
observations are the averages of
weekly observations and annual obser-
vations the averages of monthly obser-
vations.

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

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

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

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

Table 5.3 Foreign assets, net (Col-
umn 1) = the Bank of Finland's foreign
claims + banks' foreign claims {incl.
foreign claims of banks' foreign
branches) —the Bank of Finland's for-
eign liabilities -banks' foreign liabilities
(incl. foreign liabilities of banks' for-
eign branches). Domestic credit.

$26 Claims on the central government, net
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(Column 2) = the Bank of Finland's
claims on the central government +
banks' claims on the central govern-
ment — the central government's de-
posits with the Bank of Finland and
Postipankki —loans granted from state
funds through banks. Claims on the
public (incl. local government), (Col-
umn 3) = the Bank of Finland's claims
on the private sector + banks' claims
on the private sector (loans to the
public, bonds and debentures (excl.
government bonds and bank deben-
tures), claims on other financial institu-
tions, shares held by banks). Other
items, net (Column 5) = capital ac-
counts and other items of the Bank of
Finland (incl. private sector time de-
posits with the Bank of Finland) + cap-
ital accounts of deposit banks +
unclassified assets and liabilities of
deposit banks, net (bank debentures,
bank CDs held by the public, other
market funding and foreign currency
deposits by the public). M, (Column 6)
= currency in circulation — banks' till
money + markka cheque and postal
giro account deposits and transac-
tions account deposits held by the
public. M,(Column 7) = M, + quasi-
money (markka time deposits held by
the public, excl. deposits with the
Bank of Finland). M,(Column 8) = M, +
bank CDs held by the public.

Table 5.4 Source: State Treasury
Office. Other bonds and debentures
(Column 2) are so-called private plac-
ings. Long-term ﬁromissory notes
(Column 3) are bank loans. Outstand-
ing lending (Column10) comprises
the stock of loans granted from the
central government budget and from
extra-budgetary funds. Cash funds
(Column 11) comprise the ¢cash funds
held in central government account-
ing offices, funds held in cheque and
postal giro accounts, as well as place-
ments of central government cash
funds. The main part of the latter is re-
served for covering transferable allo-
cations budgeted in previous years
(for details, see the article “State Bor-
rowing and Cash Management' by
Pekka Laajanen and Pekka Saarinen
in the August 1987 issue of the Bulle-
tin). Transferable allocations amount-
edto FIM 8.1 billion at the end of 1988.

Table 5.5 Source: Table B: Statistics
Finland from the beginning of 1991.
Tables A and B include markka-de-
nominated bonds issued by Finnish is-
suers in Finland and abroad as well as
those issued by foreign issuers in Fin-
land. Table C includes transactions in
markka-denominated bonds outside
the Helsinki Stock Exchange. Inter-
bank transactions (Column1) and
transactions (purchases and sales)
between banks and customers (Col-
umn 2) are transactions by the banks
entitled to central bank financing. The
State Treasury and the five largest
banks (KOP, Okobank, Postipankki,
Skopbank and Union Bank of Finland)
agreed on a market making arrange-
ment for benchmark government
bonds with effect from 1 August 1992.
Evli Securities Ltd was accepted as
primary dealer with effect from 1 May
1993. The primary dealers' quotes
are published daily (page JVKD on
Reuters). Purchases from and sales
to others (Columns 4 and 5) consist of
transactions in benchmark govern-
ment bonds between primary dealers

and other parties. Other parties refer
to all parties that are not primary deal-
ers.

Table 5.6 Source: The Helsinki
Stock Exchange.

6 BALANCE OF PA
FOREIGN LIABILITIES AND
ASSETS

Table 6.1 The figures for the trade
and goods and services accounts are
compiled in accordance with the Sys-
tern of National Accounts. The figures
for investment income and expendi-
ture (Columns 7 and 16) include rein-
vested earnings on direct investment.
Preliminary data on reinvested earn-
ings in the previous year have been in-
cluded in the current account figures
annually from the September issue of
the Bulietin. (The annual figure is divid-
ed evenly between quarterly figures.)

Table 6.2 Columns 1-5: Netchange
in long-term liabilities. Columns 6-10:
Net change in long-term assets. Port-
folio investment in Finland (Column 2)
and abroad (Column 7) (marketable
instruments): Primary and secondary
market fransactions in securities.
Loans (Column 3) (non-marketable
instruments): Financial loans, import
credits, prepayments related fo ex-
ports and leasing credits. Other long-
term capital (Column 4): Finland's
subscriptions to international financial
institutions paid in the form of promis-
sory notes + long-term deposit liabili-
ties of banks + other long-term liabili-
ties of central government, banks and
other financial institutions. Loans (Col-
umn 8): Financial loans, development
credits, export credits, prepayments
related to imports and leasing credits.
Other long-term capital (Column 9):
Finland's subscriptions to internation-
al financial institutions + long-term
deposits of banks + other long-term
assets of central government, banks
and other financial institutions.

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

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

7 FOREIGN TRADE
Source: The National Board of Cus-
toms. All tables refer to foreign frade in

goods.

Table 7.2 The volume indices (Col-
umns 1 and 2) are calculated accord-
ingi tothe Paasche formula and the unit
value indices (Columns 3 and 4)
according to the Laspeyres formula.
The terms of trade (Column 5} is the
ratio of the export unit value index to
the import unit value index multiplied
by one hundred.

Table 7.4 The regional and coun-
try grouping is based on the classifica-
tion according to Finnish Official Sta-
tistics  A.



8 DOMESTIC ECONOMIC
DEVELOPMENTS

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

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

Table 8.4 The consumer price index
{Column 7) was revised as from Janu-
ary 1988. Both the weights and the
methods of calculation were changed
(see the item in the March 1988 issue
ofthe Bulletin). The base year is 1985.

Table 8.6 Source: Ministry of
Finance.
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2. THE BANK OF FINLAND'S FOREIGN EXCHANGE RESERVES AND FORWARD POSITION
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5. BANKS' LIQUIDITY POSITION WITH THE BANK OF FINLAND
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8. HELIBOR RATES OF INTEREST, MONTHLY
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11. BANK OF FINLAND CURRENCY INDEX AND THE MARKKA VALUE OF THE ECU
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14. MONTHLY SPOT RATES FOR THE MARKKA AGAINST THE DEUTSCHMARK
AND THE US DOLLAR
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16. BANKS' MARKKA LENDING RATES AND MARKKA FUNDING RATES
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17. BANK FUNDING FROM THE PUBLIC
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18. BANK LENDING TO THE PUBLIC
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Mill. FIM

22. BALANCE OF PAYMENTS
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23. FOREIGN DEBT
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24. FOREIGN TRADE
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27. PRODUCTION
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29. EMPLOYMENT AND THE UNEMPLOYMENT RATE
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31. CENTRAL GOVERNMENT FINANCES
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32. CENTRAL GOVERNMENT DEBT
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PENTTI MAKI-HAKOLA, Chairman
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THE BOARD

SIRKKA HAMALAINEN, Chairman

HARRI HOLKERI KALEVI SORSA
ESKO OLULA MATTI VANHALA
DIRECTOR

PENTTI KOIVIKKO

DEPARTMENTS AND OTHER UNITS

Accounting OSSI LEPPANEN
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Economics JOHNNY AKERHOLM

Financial Markets KAARLO JANNARI, B
Advisers to the Board: HEIKKI KOSKENKYLA,
PETER NYBERG, RALF PAULI
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Legal Affairs ARNO LINDGREN
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Adviser to the Board: ANTON MAKELA
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Adbviser to the Board: KARI PUUMANEN
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Eastern European Economies KARI PEKONEN
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*

the Bank of Finland.

Since 1 October 1993, the Financial Supervision Authority has functioned as an independent body in connection with

Bulletin 4+ 94



