
BANK OF FINLAND 
73RD YEAR BOOK 
REPORT ON ACTIVITIES IN 1992 



The figures in the Year Book 
are based on data available 

at the beginning of February 1993. 

ISSN 0081-9468 

Sivypaino 
Espoo 1993 



Contents 

The Governor's Review ............................................ 7 

Economic Developments ......................................... 9 
The economy remained weak in 1992 ................................... 9 
The recession in the industrial countries continued and 
currency disturbances increased ........................................... 9 
Improved competitiveness boosted exports ......................... 11 
Industries in the domestic sector in great difficulties ........... 12 
Unemployment at record levels ........................................... 14 
Inflation remained low ........................................................ 14 
External balance improved .................................................. 15 
Consolidation of central government finances 
the main concern of fiscal policy ......................................... 15 

Central Bank Policy .................................................. 18 

Monetary and exchange rate policy ............................ 18 
A restless year in the foreign exchange and 
money markets .................................................................... 18 

Interest rates declined in the early part of the year-
but only temporarily ........................................................ 18 
Restlessness in the markets increased 
at the end of March .......................................................... 19 
~~ calmed but foreign exchange reserves 
did not mcrease ............................................................... 20 
Markka floated ............................................................... 21 
October's programme of spending cuts 
calmed the markets ......................................................... 22 

Bank lending declined. ........................................................ 23 
Capital market marked by uncertainty ................................. 24 
Structure offoreign debt changed ........................................ 25 
Currency Act amended ........................................................ 26 
Swap agreement among Nordic central banks revised ........ 27 

Financial markets .............................................................. 27 
Bankprofitabilityweakened .............................................. 27 
Support for the banking system ........................................... 28 

Nearly all banks received a capital injection ................... 29 
Non-symmetric changes made in loan and deposit 
rates tied to the base rate ................................................. 29 
Interest rate on cash reserve deposits changed ................ 30 
Government Guarantee Fund established ....................... 30 

Act on the Government Guarantee Fund to be amended ...... 31 
Support measures taken by 
the Government Guarantee Fund ......................................... 31 

Government Guarantee Fund acquires Skopbank 
from the Bank ofFinland. ............................................... 31 
Support provided to the Savings Bank of Finland ........... 31 
STS-Bank merged. with Kansallis-Osake-Pankki ........... 32 

YEAR BOOK 92 

....... __ ._-----

Share of deposit rates tied to market rates increased and 
pressure mounted on banks to rationalize their operations .. 32 
Operating conditions in securities markets enhanced .......... 33 
Changes in the operating environment 
of the :financial markets ....................................................... 34 

New system forregulating bank liquidity 
in1roduced in July ........................................................... 34 
Legislation governing financial institutions 
revised again ................................................................... 35 
Securities market legislation developed ......................... 36 
Capital taxation overhauled ........................................... 37 
Reorganization of financial supervision prepared ........... 37 
Need for legislative changes in the Bank of Finland's 
status considered ............................................................. 38 

Payment system developed ................................................. 38 

Other Official Activities ......................................... 39 

International organizations ............................................ 39 
International Monetary Fund (IMF) .................................... 39 
Bank for International Settlements (BIS) ............................ 40 
Integration. .......................................................................... 40 
Other international cooperation ........................................... 40 

Pay:m.ents agreement terminated .................................. 41 
Fiiiland's cliiims on Russia. ............................................ 4l 
Management of the foreign exchange reserves ...... .42 
Maintenance of the currency supply .......................... .42 

Toimiraha Oy established .................................................... 43 

Otb.er Activities ............................................................ 44 

Economic analysis and research .................................. 44 
~orma~on, pUb.lications and 
infonnation servIces ......................................................... 45 
Administration and staff ................................................ 45 
Data processing ................................................................. 45 

Financial Statements ................................................ 48 

Balance sheet ..................................................................... 48 
Profit and loss account. ................................................... 50 
Appendices to the financial statements ..................... 51 
Wotes to the financial statements ................................. 52 

General accounting principles applied ................................ 52 
Notes to the balance sheet .................................................... 52 
Notes to the profit and loss account. .................................... 54 

Auditors' report .................................................................. 56 

5 



_ ...... · .. p. ... ppendices ..• ·.·,,· .. · ...... · .. · .. · ........................................................ 57 Char-ts· 

Monetary and foreign exchange policy 
measures in 1992 ............................................................... 58 

~;a:~;~rhtd1W92 .......................................... 63 
Tables .................................................................................... 6 5 
Bank of Finland publications ........................................ 82 
The management and organization of 
the Bank of Finland ......................................................... 83 

Tables 

1. The monthly balance sheet of the Bank ofFinIand. ........... 66 
2. Convertible and tied foreign exchange reserves ................. 70 
3. Markka's exchangetate against the ECU and 

the Bank of Finland's currency index ................................. 70 
4. Weights of the ECU ........................................................... 70 
5. Banks' call money position at the Bank of Finland ............ 71 
6. The Bank of Finland's cash reserve mangem.ent .............. 71 
7. Rates of interest applied by the Bank of Finland ................ 71 
8. The Bank of Finland's liquidity facility ............................. 71 
9. Domestic interest tates .................................................. · .... 72 
10. Jbe Bank of Finland's money market operations ............... 72 
11. The Bank of Finland's spot transactions ............................ 73 
12. The Bank of Finland's forward transactions ...................... 73 
13. Foreign exchange tates: annual average spot tates ............ 74 
14. Foreign exchange rates: monthly average spot tates .......... 76 
15. Manufacture and destruction of notes and coin .................. 80 
16. Notes and coin in circulation. ............................................ 81 
17. Internal clearing operations ............................................... 81 

6 

1. Keydemandcomponents .................................................. l0 
2. Domestic and international 

economic developments .................................................... 10 
3. Business sector .................................................................. 11 
4. Household sector ............................................................... 12 
5. Labour market, wages and prices ...................................... .13 
6. External balance ................................................................ 14 
7. Public :finance .................................................................... 16 
8. Keyinteresttates ............................................................... 19 
9. Differential between domestic and 

foreign interest tates .......................................................... 19 
10. The Bank of Finland's money market operations and 

intervention in the foreign exchange market ...................... 20 
11. External value of the D18Ikka ............................................. 22 
12. Outstanding bank credit ................................................... 24 
13. Rates of interest on bank loans to households .................... 24 
14. Listed companies: acquisition ofrisk capital and 

share turnover .................................................................... 25 
15. Markka-denominatedbondissues ..................................... 25 
16. The Bank of Finland's foreign exchange reserves .............. 27 
17. Deposit banks' credit and guarantee losses ........................ 28 
18. Interest rate linkages of 

newmarkka bank loans ..................................................... 32 
19. Interest tate linkages of 

outstanding markka deposits ............................................. 32 
20. AverageinteresttateonusesofD18Ikkafunds, 

average interest tate on sources ofD18Ikka funds and 
the interest tate margin. ..................................................... 33 

21. The Bank of Finland's liquidity facility ............................. 35 
22. Notes and coin in circulation ............................................. 43 

YEAR BOOK 92 



·The··Oovemor's·Review· 

I n 1992, Finland's economic environment was 
characterized by sluggish international demand 
and unrest in the international currency and 

money markets. These factors further impeded the 
restructuring of the Finnish economy and com­
pounded the problems associated with the credibi­
lity of economic policy. 

Although the recession in the world economy 
continued, Finland's exports developed favourably 
as a result of a substantial improvement in compe­
titiveness. Underlying this improvement were the 
devaluation of 1991, a reduction in indirect labour 
costs, pay settlements involving no contractual wage 
increases, a fall in roundwood prices and a marked 
improvement in productivity. The change in the ex­
change rate led, however, to the emergence of a se­
rious dichotomy in the economy and a worsening in 
unemployment. 

The weakening of the markka deepened the 
domestic recession more than might have be~n ex­
pected on the basis of the experience of past deca­
des. It worsened the prospects for output in the do­
mestic sector on account of a rise in import costs 
and reduction in consumers' purchasing power. The 
devaluation also increased financing costs both as a 
result of large exchange rate losses and a rise in in­
terest rates. Both short-term and long-term interest 
rates were, in real terms, more than 2112 percentage 
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points higher after the devaluation of 1991 than 
they had been before. 

Owing to the depressed state of domestic de­
mand, the cost pressures generated by import prices 
and by taxes and public sector charges have only 
partially shown up in domestic prices; a significant 
part of the rise in costs has instead been reflected in 
a squeeze on companies' profit margins. While Fin­
land's rate of inflation has stayed below the inter­
national level, bankruptcies in the domestic sector 
have increased and unemployment has risen. The 
difficulties encountered by small and medium-sized 
companies in the domestic sector have been a ma­
jor factor behind the growth of unemployment and 
banks' credit losses. 

After the devaluation of November 1991, the 
Bank of Finland sought to bring down interest rates 
by restoring confidence in the exchange rate. Given 
a fixed exchange rate, the possibilities of the cen­
tral bank to influence market confidence, currency 
flows and market interest rates through its own ac­
tions alone are, however, virtually non-existent. For 
most of the year, the markets showed little confi­
dence in the prospect of balance being restored to 
the central government budget, despite several de­
cisions on major spending cuts by the Government. 
The Bank of Finland concluded currency swap 
agreements with European central banks and sup-
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__ ........... p-oIte_d_Jheexchangera1ethroughcurrencysales •. In ...... halt .... the.current .. process .. of .. cost.adjustment .. and __ 
addition, the central government borrowed heavily strengthening of exports and would add a perma­
abroad. Interest rates nevertheless remained high, nent risk premium to domestic interest rates. It 
and the markka was the first European currency to would then be necessary to conduct a highly re­
be floated, in early September. strictive economic policy for a long period of time, 

The floating of the markka helped to keep with adverse consequences for employment. 
conditions in Finland's financial markets fairly sta- The year 1993 will be a very difficult one for 
ble when tensions within the EMS intensified after the economy. The slump in domestic activity will 
mid-September. But because of the rapid growth of continue and no improvement is expected in the 
foreign debt, there has been no room in economic employment situation. There will be extremely lit­
policy - even after the decision to float - to relax tIe room for manoeuvre in economic policy. None­
the tight rein on government spending. Market theless, everything possible should continue to be 
confidence in economic policy increased after the done to lower the level of interest rates. Above all, 
Government decided, in October, to take steps, in it is essential that the final decisions concerning the 
addition to those already announced, to reduce Government's plan for balancing the budget over 
the budget deficit and after a pay settlement was the medium term should be taken as quickly as 
reached under which wages were also to be kept possible. Only in this way can we avert the danger 
unchanged for the second year of the current agree- of being forced to tighten budgetary policy still 
ment period. The differential between short-term further in 1993. Moreover, it is important that the 
domestic market interest rates and their European run-up to next autumn's wage talks should not be 
counterparts disappeared completely, and the gap marked by any overdramatization or uncertainty 
with respect to long-term rates narrowed signifi- that would push interest rates higher. The re-emer­
cantIy. This, in turn, made it possible to cut the gence of turbulence in the money market would 
base rate with effect from the beginning of 1993. have disastrous consequences for employment. 

In principle, the floating of the markka pro- The application for EC membership implies 
vides the central bank with some room for manoeu- the acceptance of the economic policy objectives 
vre and autonomy in interest rate policy, provided it entailed by integration. The objectives appear to be 
is accepted that the exchange rate could weaken demanding in the light of Finland's history and the 
further. In Finland, however, the leeway in policy current economic situation. However, it should be 
is severely limited by the growth of foreign debt, borne in mind that Finland is not committing itself 
the sheltered sector's vulnerability to exchange rate to something that is not in its own immediate eco­
risks and the inflationary pressures that have al- nomic interests. Even if Finland were to remain 
ready built up as a result of the devaluation. Low outside the EC, adjustment of the economy and of 
inflation is also a key goal of economic policy now economic policy would be unavoidable and in ac-
that the markka is floating. cord with the country's interests. 

To ensure the availability of adequate foreign 
financing, it will be necessary to pursue a policy 
that safeguards the country's creditworthiness. This 
implies the need for low inflation and fiscal con­
solidation. When, in the course of time, demand 
starts to recover, an acceleration of inflation would 
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. Economic···Oevelopments··· 

The economy remained weak in 1992 

After a severe recession in 1991, the export indus­
tries recovered in 1992. By contrast, the recession 
in domestic markets deepened further (Chart 1). 
Though the devaluation of November 1991 contrib­
uted to the rapid revival in exports, it also depressed 
domestic demand and exacerbated the position of 
companies dependent on domestic markets. The out­
put of these companies dec1~ned,.employment weak­
ened drastically and financIal drfficultIes mount~d. 
The central government deficit grew sharply, and m­
creasing credit losses and falling asset values weak­
ened bank profitability. In order to safeguard the 
banks' solvency, the state had to provide them with 
financial assistance, which further increased the 
central government's borrowing requirement. The 
measures taken to curb the growth of central govern­
ment debt proved to be inadequate and ~is, ~oge~er 
with the deterioration in the economIC sItuation, 
continued to undermine in the external value of the 
markka. The measures aimed at improving the cen­
tral government's fiscal position announce~ by the 
Government in mid-October and the reachmg of a 
pay settlement involving no change in negotiated 
wages eventually calmed the money and foreign ex­
change markets, and interest rates fell towards the 
end of the year. 
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The recession in the industrial countries con­
tinued and currency disturbances increased 

The western industrial countries remained in reces­
sion, despite the fact that the United States, Jap~ 
and the United Kingdom have eased monetary polI­
cy significantly since 1991. The recession w~s pro­
longed by the high indebtedness of comp~l11es ~d 
households, falling asset values and the ~:ffi.culties 
encountered by banks. Economic growth m Europe 
was also dampened by the high level of interest 
rates. This, in turn, was due to the increase in the 
general government budget deficit and inflati.on~ 
pressures in Germany caused by reconstructi?n m 
the eastern part of the country. In the summer, mter­
est rates also rose in response to the rejection of the 
Maastricht Treaty in the Danish referendum, as the 
result was judged to endanger. the plans fO.r E~ope­
an economic and monetary Ul11on. Uncertamty III the 
money and foreign exchange markets became so in­
tense prior to the French referendum in September 
that the European Community's Exchange Rate 
Mechanism (ERM) broke down, despite interven­
tion by central banks. In mid-September, the pound 
sterling and the Italian lira were floated and the 
Spanish peseta was devalued. However, calm was 
restored to the currency markets only briefly, and to­
wards the end of November uncertainty mounted 
again. Despite massive support, the Swedish krona 
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Chart 1. 
KEY DEMAND COMPONENTS 
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Chart 2. 
DOMESTIC AND INTERNATIONAL ECONOMIC 
DEVELOPMENTS 
Industrial production 
Volume index, 1981 = 100 
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had to be floated,andSpain,PortUgal and Iceland 
devalued their currencies. In December, the Norwe­
gian krone was also floated. 

In most European countries interest rates fell 
after September's currency crisis, but the uncertain­
ty prevailing in the foreign exchange markets wors­
ened the economic atmosphere. Despite a modest 
recovery in activity in the United States, total out­
put in the OECD area grew by only 111z per cent 
in 1992, and, for example, in the United Kingdom 
and Sweden output declined for the second year in 
succession. World trade nevertheless increased by 
about 5 per cent. This was partly due to the expan­
sion of the developing countries' trade. Finland's 
export markets grew by some 4 per cent. 

Improved competitiveness boosted exports 

In addition to the recovery in export markets, the 
upturn in Finnish exports benefited from a marked 
improvement in price competitiveness (Chart 2). 
In keeping with the two-year incomes settlement 
reached in November 1991, contractual wages were 
kept unchanged in 1992, and the social security con­
tributions of employers in the private sector were 
lowered slightly. As there was heavy labour shed­
ding, unit labour costs in manufacturing dropped by 
nearly 10 per cent. Furthermore, the markka's 12.3 
per cent devaluation in November 1991 and more 
than 10 per cent depreciation after it was floated im­
proved price competitiveness in relation to Finland's 
main competitor countries by some 30 per cent on 
average in 1992 compared with the previous year. In 
addition, the contraction in domestic demand led to 
efforts to increase sales abroad. 

The volume of total merchandise exports ex­
panded by 9 per cent, and so Finland was able to 
regain part of the share of world trade it had lost in 
previous years. There was also an upturn in the vol­
ume of exports of services. Because of subdued 
market conditions at home and abroad, foreign 
trade prices rose by only just under half the change 
in exchange rates. The export unit value index rose 
by 6 per cent and the import unit value index by 10 
per cent, so that the terms of trade weakened. 

The value of merchandise exports increased 
by 16 per cent, partly as as a result of the weaken­
ing in the exchange rate. Among the main product 
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ports of metal and engineering industry products. 
Exports of electrical machinery and equipment and 
cars increased by one-third in value. The value of 
exports of the basic metals industry grew by one-
fifth and that of exports of the chemicals industry 
by one-sixth. By contrast, exports of forest-based 
products continued to be hampered by global over­
supply; both volumes and prices rose only slightly, 
and, for example, the value of pulp exports re­
mained at the previous year's level. 

As regards the geographical distribution, ex­
ports to EC countries inreased by one-fifth. Exports 
to Russia and other parts of the former Soviet Un­
ion remained at a low level owing to the region's 
worsening economic problems. 

Industries in the domestic sector 
in great difficulties 

The recovery in exports was not sufficient to offset 
the deepening in the recession in the domestic sector 
where the unavoidable adjustment to the overheat­
ing and rise in indebtedness that had occurred at the 
end of the 1980s continued. Though profitability in 
the export industries improved, many companies 
were still operating at a loss. The contraction in do­
mestic demand contributed to the weakening in the 
income of companies supplying domestic markets. 
There was a further substantial fall in the volume of 
output in, inter alia, construction and many service 
sectors, such as wholesale and retail trade. Profit­
ability was squeezed by the heavy debt burden, high 
interest rates and a marked increase in companies' 
debt-servicing costs on their foreign currency loans. 
Moreover, producers could not pass the higher cost 
of imported inputs through in full to domestic prices 
because of the recession. The decline in output, low 
level of capacity utilization and rise in financing 
costs led to a drop in business fixed investment 
(Chart 3). Housing investment decreased by 17 per 
cent. 

As the profitability of companies in the do­
mestic sector weakened and bankruptcies increas­
ed, the amount of non-performing loans and credit 
losses increased sharply. This, in turn, bore down 
heavily on bank profitability. The Government 
strengthened the banks' capital structure both 
through a direct infusion of capital and via the 
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Gevemment Guarantee FlHld,--whleh -ithad-setup 
earlier in the year. By these actions it sought to pre­
vent a reduction in credit supply. Borrowing by the 
private sector nevertheless decreased on account of 
poor profitability and economic uncertainty. More­
over, the fall in asset values and increase in credit 
losses made banks cautious about advancing new 
credit. 

The deepening in the recession in domestic 
markets was also clearly reflected in the household 
sector. Heavy unemployment and the large stock of 
debt accumulated in the late 1980s, together with 
the high level of interest rates, weakened the po­
sition of the household sector; households' real 
disposable income declined by nearly 4 per cent 
(Chart 4). Economic uncertainty led to an increase 
in household saving, and this, in turn, depressed 
domestic demand still further. Private consumption 
decreased by over 5 per cent, after having already 
declined by almost 4 per cent in the previous year. 
Sales of consumer durables fell by one-fifth for the 
second year in succession. 

Households also reduced their indebtedness to 
a slight extent; the stock of both consumer credits 
and housing loans started to decline. More and 
more households were unable to service their loans, 
and this was a minor factor contributing to the 
banks' credit losses. The recession in the housing 
market deepened further. The number of new 
dwellings completed was 15 000 fewer than in 
1991, and starts were down clearly from the previ­
ous year. Similarly, dwelling prices continued to 
fall. In October 1992, prices of old dwellings for 
the country as a whole were about 20 per cent low­
er than a year previously and about 45 per cent be­
low their peak in spring 1989. Production costs in 
the construction sector were also lower than in the 
previous year. 

The volume of total domestic demand con­
tracted by 5.7 per cent in all. The volume of im­
ports nevertheless remained unchanged as the re­
vival in exports led to a substantial increase in im­
ports of raw materials. Gross domestic product 
declined by 3.5 per cent. Manufacturing output in­
creased by 4 per cent, and so its share in total out­
put started to expand, reversing the downward trend 
that had continued throughout the 1980s. 
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ChartS. 
LABOUR MARKET, WAGES AND PRICES 
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. Unemployment at reeordlevels 

The recession in the labour-intensive industries sup­
plying domestic markets led to a sharp reduction in 
the sector's demand for labour. As there was also fur­
ther labour shedding in manufacturing, unemploy­
ment climbed to record levels. Towards the end of 
the year, the unemployment rate rose to over 15 per 
cent and the average rate for the year was 13 per cent 
(Chart 5). According to the labour market survey 
conducted by Statistics Finland, the number of un­
employed totalled 365 000 at the end of the year, 
and there were large numbers of lay-offs in many 
sectors. The number of long-term unemployed in­
creased manyfold and climbed to over 50 000 in the 
last months of the year. Youth unemployment also 
increased substantially; the unemployment rate for 
this group was twice the average for the whole pop­
ulation. 

Inflation remained low 

Despite the depreciation of the markka, prices did 
not rise significantly. This mainly reflected the 
slackness of demand in goods and labour markets_ 
A fall in world market prices and subdued market 
conditions at home helped to contain the rise in im­
port prices; they increased by only 11 per cent be­
tween October 1991 and October 1992 even though 
the markka's value in relation to European curren­
cies declined by 25 per cent during the same period. 
Import prices did not rise markedly until the autumn 
following the renewed weakening of the markka. 
Another factor, along with higher import prices, 
contributing to the rise in consumer prices was the 
measures taken in the public sector. Their computed 
effect was about 21/z percentage points, but only 
about just over half of this is estimated to have been 
passed through to prices in 1992 owing to the weak­
ness of demand. Inflation was also dampened by a 
marked slowdown in the rise in labour costs. The 12-
month rate of increase in consumer prices slowed 
from 3.9 per cent in December 1991 to 2.1 per cent 
in December 1992 (Chart 5). 

In keeping with the comprehensive incomes 
policy agreement reached in November 1991, con­
tractual wages were kept unchanged in 1992_ As, 
moreover, wage drift was minimal on account of 
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the slack demand for labour. the . level of earnings 
of all wage and salary earners rose by 1.8 per cent 
on average from the previous year (Chart 5). Real 
wages fell by 2 per cent. 

External balance improved 

Reflecting the rapid recovery of exports and decline 
in domestic demand, the trade surplus grew to FIM 
12.2 billion in 1992 (Chart 6). The deficit on the ser­
vices account narrowed markedly, amounting to 
FIM 6.5 billion. The increase in foreign debt and de­
preciation of the markka led to a rise in investment 
income payments abroad; net interest payments rose 
to FIM 23.8 billion. There was no change in the def­
icit on the transfers account. The current account 
deficit shrank by about FIM 4 billion from the pre­
vious year and totalled FIM 22.8 billion (4.6 per cent 
of GDP). As a result of the current account deficit 

Domestic economic performance 

and the rise in.thevalue-of foreign currencies caused 
by the markka's depreciation, Finland's net foreign 
debt rose to FIM 235 billion (48 per cent ofGDP). 

Consolidation of central government 
finances the main concern of fiscal policy 

The main aim of fiscal policy was to redress macro­
economic imbalances and reduce the general gov­
ernment deficit. However, the central government's 
budget deficit and borrowing requirement both grew 
sharply in the course of the year. The greater-than­
expected deterioration in economic activity not only 
reduced tax revenue but swelled expenditure, both 
on unemployment benefits and financial support for 
the banks. One-third of central government expendi­
ture had to be covered by borrowing. The trend growth 
of central government indebtedness seemed unsus­
tainable as far as the years ahead were concerned. 

average 

Exports 1.9 1.6 1.6 -6.7 9.1 
Private investment 2.7 16.3 -7.1 -22.6 -16.0 
Private consumption 3.4 4.2 0.2 -3.7 -5.3 
Total domestic demand 3.8 7.4 -0.3 -8.1 -5.7 
- of which: public 3.4 1.8 5.6 2.1 -1.3 
Imports 4.6 8.8 -0.9 -12.1 0.4 
GDP 3.0 5.4 0.3 -6.4 -3.5 

Earnings 8.5 8.9 9.2 6.3 1.9 
Export unit value index 3.2 7.5 -1.2 0.3 6.3 
Import unit value index 0.8 3.5 1.7 2.3 10.5 
Terms of trade 2.3 3.9 -2.8 -1.9 -3.8 
ConsUmer prices 5.6 6.6 6.1 4.1 2.6 
- December to December 6.5 4.9 3.9 2.1 
Unemployment rate, % 5.1 3.5 3.5 7.6 13.1 

per cent of GDP 

Gross investment 25.3 30.3 28.4 21.6 18.3 
Gross saving 22.7 25.3 23.4 16.3 13.7 
Current account = financial balance -2.7 -5.0 -5.0 -5.3 -4.6 
- business sector -5.2 -8.3 -9.3 -7.2 -4.9 
- financial institutions 4.3 4.9 6.1 6.3 4.9 
- households -1.7 -4.7 -3.1 1.2 4.1 
- public sector 0.0 3.1 1.3 -5.5 -8.8 
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emerged in the money and foreign exchange mar­
kets, the Government announced an economic pol­
icy package aimed at cutting central government 
spending by FIM 10 billion (2 per cent of GDP) in 
1993. Many of the proposed cuts were such that 
they would curb central government expenditure in 
subsequent years as well. 

In order to enhance the credibility of econom­
ic policy the Government published the 1993 budg­
et proposal already in June. The proposal sought to 
support the restoration of equilibrium to the econo­
my and to improve the financial position of both 
the central government and the rest of the public 
sector by reducing the growth of statutory expendi­
ture components. The budget provided for spending 
cuts of FIM 7.5 billion in 1993 on top of those al­
ready announced. Excluding support for the-bank­
ing sector, total expenditure was estimated to de­
crease by 2 per cent in real terms. The central gov­
ernment's net financing requirement was estimated 
to decline in 1993. 

In the course of the summer, it became appar­
ent that unemployment and hence also the central 
government's financing requirement were growing 
faster than expected. To calm the financial markets, 
on 6 August, the Government published an eight­
point programme in which it asserted that econom­
ic policy was based on a fixed exchange rate and 
was aimed at reducing the general government 
budget deficit. In the same context, the Government 
announced that it would safeguard the functioning 
of the banking system under all circumstances. 

Market doubts about the state of public fi­
nances led to the decision to float the markka. This, 
however, failed to restore the confidence of the 
foreign exchange market in economic policy, and 
in mid-October the Government proposed further 
measures for consolidating public finances. The 
Government announced that the proposed cuts in 
expenditure and increases in revenue were designed 
to reduce the structural deficit in the central gov­
ernment budget in the period 1993-1995. The Gov­
ernment proposed that changes be made to the al­
ready clearly restrictive budget for 1993 it had sub­
mitted to Parliament in September. It was estimated 
that the changes would trim the central government 
deficit by a total of FIM 8.5 billion, of which FIM 
5.3 billion represented additional cuts and FIM 3.2 
billion additional revenue. Excluding support for 
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the banking sector;central-govemment expenditure 
was estimated to decrease by 5 per cent in real 
terms. Expenditure is estimated to fall by FIM 16 
billion in 1994 and by FIM 20 billion in 1995. The 
package also includes far-reaching proposals con­
cerning pension insurance, which, if implemented, 
would have long-term savings effects on central 
government expenditure. 

At the end of November, in connection with 
the incomes policy negotiations and facing the 
threat of a general strike, the Government had to 
abandon some of its planned savings for 1993. The 
resulting shortfall was, however, covered by vari­
ous increases in employees' social security contri­
butions, and so there was no change in the target 
for reducing the central government deficit. 

In 1992, the central government revenue defi­
cit grew to FIM 42 billion ( 8.5 per cent of GDP). 
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The net financing requir.ement, which also includes 
central government lending and other financial 
investments (incl. capital support for banks), 
amounted to FIM 73 billion (Chart 7). The central 
government's gross debt grew to FIM 175 billion at 
the end of 1992 (36 per cent of GDP). 

A change of vital importance as regards the 
conduct of fiscal policy was an amendment to con­
stitutional law which enabled laws providing for 
cuts in central government spending to be passed 
by a simple majority in Parliament. Among other 
measures taken in 1992 to enhance economic effi­
ciency and the public sector's fiscal position were 
the introduction of new competition legislation and 
the reform of the state-aid system for local govern­
ment. Capital taxation was reformed and restric­
tions on foreign ownership of Finnish shares lifted 
with effect from the beginning of 1993. 
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Monetary and exchange 
rate policy 

A state of nervousness prevailed in the foreign ex­
change and money markets in 1992, and it was char­
acterized by heavy pressure against the markka. Fol­
lowing the devaluation in November 1991, the Bank 
of Finland's prime objective was to create conditions 
that would be conducive to a fall in interest rates. 
However, it proved difficult to restore confidence, 
and the effort was further hampered by the continu­
ing deterioration in the economic situation. The 
markets remained unsettled despite the fact that 
price competitiveness improved markedly, the Gov­
ernment made far-reaching decisions concerning 
spending cuts and bilateral swap arrangements were 
agreed between the Bank of Finland and other Eu­
ropean central banks. Uncertainty increased in the 
latter part of the summer in response to the restless­
ness in European currency markets. 

As confidence in the country's economic pol­
icy and in the markka's external value had not - de­
spite the above measures - been restored by the be­
ginning of September, the markka's fixed parity in 
relation to the European Community's accounting 
unit, the ECU, was abandoned and the currency 
was allowed to float for an unspecified period. The 
decision to float the markka was seen as the best al-
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ternative because, under the prevailing conditions, 
the defence of a fixed exchange rate would have 
been difficult and expensive for the economy. The 
decision did not, however, mark the abandonment 
of the objective of keeping the value of the curren­
cy as stable as possible. 

The publication by the Government in mid­
October of a multi-year programme for the consol­
idation of central government finances calmed the 
markets and the currency outflow was reversed. 
The markka's external value remained fairly steady 
for the rest of the year. Domestic interest rates de­
clined as market confidence increased and rates 
abroad came down. 

A restless year in the foreign exchange 
and money markets 

Interest rates declined in the early part 
of the year - but only temporarily 

Following the devaluation of November 1991, the 
maintenance of a stable exchange rate continued to 
be a prime objective of the Bank of Finland. At the 
same time, allowance was made for the fact that 
any pressures against the currency would be reflect­
ed in interest rates and the foreign exchange re­
serves. 
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In the opening weeks of 1992,themarkka's 
exchange rate against the ECU stabilized around 
the midpoint of the currency band. Currency had 
started to flow back into the country, thus paving 
the way for a decline in domestic interest rates. In 
early February, it began to be clear that Finland 
would apply for membership of the European Com­
munities and the Government made a decision in 
principle to curb the growth of public spending. 
Market interest rates declined further (Chart 8). The 
Bank of Finland allowed rates to come down and 
the differential with respect to foreign rates to nar­
row (Chart 9). Nevertheless, at the end of February, 
the currency outflow resumed and interest rates 
rose again. 

Restlessness in the markets increased 
at the end of March 

In March, the Government and the Bank of Finland 
announced a comprehensive plan for supporting the 
banks. The plan sought to ensure that the banks' 
burgeoning credit losses would not restrict lending. 
It also included a proposal to raise the base rate by 

.. one percentage point to 9.5 per cent with effect from 
the beginning of May (for details of the support 
package and the interest rate decisions, see p. 28). 
In the same context, the interest rate paid on banks' 
cash reserve deposits was raised by one percentage 
point. 

The markets responded positively to the an­
nouncement, but the effect proved to be short-lived. 
Market unrest intensified following a public dis­
agreement between Prime Minister Esko Abo and 
the Governor of the Bank of Finland, RolfKu1lberg. 
After consulting with the President of the Republic, 
the Governor announced his intention to retire the 
following summer. 

The announcement only served to increase 
uncertainty and nervousness in the markets. The 
Bank of Finland supported the markka by selling 
foreign currency and allowing interest rates to rise 
(Chart 10). One-month HELIBOR rose to nearly 17 
per cent and three-month HELIBOR from 12.8 per 
cent to 13.4 per cent. Despite the Bank's interven­
tion in the currency market and the rise in interest 
rates, the markka weakened markedly against the 
ECU. 

On 5 April, the Government announced an 
economic package providing for cuts in central 
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Chart 10. 
THE BANK OF FINLAN[)'.SMONEY MARKET 
·OPERATteNS-AND-tN'rERVEN'fteN-
IN THE FOREIGN EXCH'ANGE MARKET 
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was strengthened by the fact that the constitutional 
amendment being prepared at the time would make 
it possible for the Government to implement nearly 
all the measures involved without the support of the 
opposition in Parliament. 

On the same day, Governor Kullberg an­
nounced that, because of the inflamed situation re­
garding economic policy, he had asked the Presi­
dent of the Republic to relieve him of his duties im­
mediately. At the same time, it was announced that 
the President had appointed Dr Sirkka Hamaliiinen, 
a member of the Bank's Board of Management, as 
the new Governor of the Bank of Finland. 

In the same context, the Bank of Finland con­
cluded swap agreements with the central banks of 
Sweden, Norway, Denmark and Germany. Under 
these agreements, the central banks of these cotih­
tries undertook to lend the Bank of Finland their 
own currency for a specified period in order to fi­
nance currency outflows caused by an acute curren­
cy crisis. 

The Parliamentary Supervisory Board of the 
Bank of Finland extended the interest rate powers 
of the Bank's Board of Management for an indefi­
nite period. Under these powers, the call money 
credit rate levied on the banks could, if necessary, 
be raised to 40 per cent, implying a maximum pen­
alty rate of 80 per cent. 

Markets calmed but foreign exchange reserves 
did not increase 

The measures taken by the Government calmed the 
situation but were insufficient to reverse the curren­
cy outflow. At the end of March, the Bank of Fin­
land's net foreign exchange position (including its 
forward position) amounted to FIM 31.2 billion. 
During the first reporting week of April, the re­
serves fell to FIM 17.9 billion. The continuing un­
certainty throughout the spring and summer is re­
flected in the fact that the foreign exchange re­
serves for the third reporting week of August were 
still below the level they had been prior to the dis­
turbance in April. The reserves were maintained al­
most entirely by the central government's capital 
imports. Domestic companies and banks, as too 
foreign investors, ran down their markka claims. 

After the April crisis, interest rates fell only 
slightly. In an effort to reduce uncertainty, the Gov-
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ernmentbrought f-orwar-dthepreparation·ofits·budg­
et proposal for 1993. One of the fears in the mar­
kets was that the wage negotiations in the autumn 
would prove to be difficult. Moreover, the local 
elections in October were expected to increase po­
litical tension. The uncertainty present in expecta­
tions was particularly evident in six-month interest 
rates, which were the highest of all in June and Ju­
ly. There was clearly uncertainty in the economy 
regarding the sustainability of the exchange rate. 
Anxiety was heightened by the fact that the Bank 
of Finland's foreign exchange reserves remained at 
a relatively low level. 

In order to reduce uncertainty concerning the 
adequacy of foreign exchange reserves, the Bank of 
Finland negotiated an extensive network of bilateral 
swap agreements with the central banks of all the 
EC countries in the early summer. These substan­
tial currency support agreements were announced 
on 15 July. The permanent network of swap ar­
rangement thus created replaced the existing fixed­
term agreements with Germany and Denmark. The 
swap agreements with the Norwegian and Swedish 
central banks remained in force. In addition, similar 
arrangements had been agreed with the central 
banks of Austria and Switzerland. Thus the net­
work of swap arrangements covered the central 
banks of all EC and EFTA countries except Iceland. 
The announcement calmed the markets, and nearly 
all interest rates fell by about one percentage point 
to between 13.3 and 13.6 per cent. 

A few days after the announcement, there was 
public discussion on the economic policy pursued 
and on support for the banks. This was reflected 
immediately in the money and foreign exchange 
markets: interest rates rose again and the currency 
outflow accelerated. 

There was also restlessness in the internation­
al markets. The rejection of the Maastrict Treaty in 
the Danish referendum held in June, together with 
concern about the outcome of the French referen­
dum due to be held in September, sustained uncer­
tainty in the money and foreign exchange markets 
throughout the latter part of summer. The increase 
in the Bundesbank's discount rate in mid-July also 
pushed interest rates up in other European coun­
tries. Underlying the problems of the European 
Monetary System (EMS) were pressures that had 
been building up for some years. Many countries 
had for long been conducting economic policies 
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thatwere·atoddswiththe--~-exchange rate ob­
jective. 

Markka floated 

The currency outflow accelerated towards the end of 
the summer, even though the Bank of Finland al­
lowed the tender rate to rise and raised the rate itself 
on two occasions through fixed-rate tenders (for de­
tails of the liquidity system, see p. 34). Uncertainty 
was also reflected in market interest rates: the dif­
ferential between three-month HELIBOR and the 
corresponding ECU rate widened to four percentage 
points in early August. 

As a result of currency sales undertaken in 
support of the markka, the Bank of Finland's net 
foreign currency position weakened and was below 
FIM 20 billion at the end of August. The Bank of 
Finland made use of the swap arrangements con­
cluded with other central banks for the first time, 
raising currency support loans to the value of FIM 
l.9 billion. The purpose of the move was to ensure 
room for manoeuvre in monetary policy and to pre­
vent market reactions based on concern about ex­
ternalliquidity. 

The markka's rate against the ECU was kept 
stable throughout the first week of September. On 
Friday, 4 September, the money market was ner­
vous: interest rates fluctuated and the spread be­
tween bid and offer rates widened. One-month 
HELIBOR stayed above 18 per cent and three­
month HELIBOR close to 17 per cent. The reasons 
for the nervousness were the Government's budget 
proposal - due to be published that afternoon - a 
rise in Swedish interest rates and unrest in other in­
ternational currency markets. The Bank of Finland 
supported the markka by selling foreign exchange. 

The Bank decided to raise additional currency 
support loans but refrained from other measures in 
order to see how the markets would react to both 
the budget proposal and the communique to be is­
sued by EC ministers at their weekend conference. 
The EC countries decided to uphold the existing 
exchange rates and to use all available means to 
support EMS currencies. 

The information on the budget and news from 
the EC conference were not enough to calm the 
Finnish markets. On Monday, 7 September, interest 
rates rose sharply. The Bank of Finland injected li­
quidity into the money market and supported the 
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EXTERNAL VALUE OF THE MARKKA 
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····markka· through-sales--efforeign currency amount -
ing to nearly FIM 5 billion, but currency flowed out 
of the country. The interest rate on one-month 
maturities climbed above 20 per cent and that on 
three-month maturities touched 17.3 per cent. 

There was nothing on the horizon in the com­
ing days or weeks that would have calmed the sit­
uation. On the contrary, nervousness was expected 
to continue all the way up until the French refer­
endum. Thus, it was felt that further increases in 
interest rates would not, under the circumstances, 
calm the markets or reverse the currency outflow. It 
was uncertain whether defending the markka by re­
course to swap arrangements would have been suc­
cessful in these conditions and it might have been 
very costly to the economy. Hence, it was decided 
to float the markka. An announcement to that effect 
was issued on Tuesday, 8 September, just before 
the markets opened. 

In September, up until the decision to float, a 
total of FIM 22 billion worth of foreign exchange 
was sold, of which forward sales accounted for 
FIM 12 billion. Currency support loans were raised 
to the value of FIM 10.6 billion, and the Bank of 
Finland's net foreign exchange position showed a 
liability of some FIM 8 billion. 

The floating of the markka meant that there 
was no longer an explicit intermediate target for 
monetary policy; the fixed exchange rate had pro­
vided explicit guidelines for the formulation of pol­
icy. Slow and stable price developments neverthe­
less remained the ultimate objective of monetary 
policy. The Bank of Finland reaffirmed that this 
was still the ultimate goal but did not announce a 
new intermediate target. In practice, success in 
achieving the ultimate goal is monitored by a num­
ber of indicators, such as base money and other 
monetary aggregates, interest rates and exchange 
rates. The instruments of monetary policy remained 
the same as before. 

October's programme of spending cuts 
calmed the markets 

After the markka was floated, its value declined by 
some 11-13 per cent and remained fairly steady for 
the rest of the year (Chart 11). Domestic firms re­
patriated their foreign currency receivables; in con­
trast, foreign investors continued to unwind their 
markka positions. The foreign exchange reserves 
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grew Ollly· slowly,however,becauseGfrepayments. ··theBankofFinland's. outstanding --CD liabilities. 
of banks' and companies' debts and of the Bank of rose by some FIM 8 billion to FIM 15 billion in the 
Finland's currency support loans. period from 1 September to 30 November. Some of 

In September, interest rates turned down, part- the liquidity was tied up in the form of cash reserve 
ly because of declines elsewhere in Europe. In mid- deposits in the last months of the year. The cash re­
October, on the eve of the local elections, the Gov- serve requirement was raised in steps from 3.7 per 
ernment announced its plan for measures to im- cent to 5.5 per cent in the period from October to 
prove the balance in public finances in the period December. The rate of interest paid on cash reserve 
1993-1995. The programme of spending cuts calm- deposits was cut by one percentage point at the be­
ed the markets and paved the way for a reduction in ginning of 1993. Cash reserve deposits amounted to 
interest rates. FIM 13.1 billion at the end of 1992. 

Immediately after the programme of spending 
cuts was announced, short-term interest rates fell 
by about 1112 percentage points and long-term rates 
by 112 percentage point. By the end of the year, the 
differential between short-term domestic and ECD 
interest rates had virtually disappeared. The decline 
in long-term rates was slower, however, and the dif­
ferential with respect to foreign rates was still some 
2112 percentage points. This was a reflection of con­
tinuing inflationary expectations and hence uncer­
tainty about the future value of the markka. 

At the end of November, the tensions which 
led to the floating of the Swedish krona and 
brought pressure to bear on the currencies of other 
small European countries further unsettled the in­
ternational money and currency markets. They had 
little impact on domestic interest rates or the mark­
ka's external value, however. Once the threat of a 
general strike in connection with the wage nego­
tiations had receded and an agreement had been 
reached, long-term interest rates, in particular, de­
clined and the markka remained steady until the 
end of the year. 

The decline in long-term interest rates also 
paved the way for a cut in the base rate. The Bank 
of Finland lowered the base rate by one percentage 
point, to 81f2 per cent, with effect from 1 January 
1993. 

Following its decision to float the markka, the 
Bank of Finland purchased foreign currency in or­
der to rebuild its foreign exchange reserves and re­
pay currency support loans. It was considered im­
portant to build up the reserves both as a means of 
dampening sudden swings in exchange rates and as 
a necessary - albeit not the only - condition for a 
return to fixed exchange rates. 

As interest rates fell and the foreign exchange 
reserves grew, the Bank of Finland absorbed large 
amounts of liquidity through CD deals. As a result, 
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Bank lending declined 

The deepening of the economic recession together 
with high interest rates restrained the public's will­
ingness to borrow in 1992. On the other hand, grow­
ing credit losses and shrinking asset values induced 
banks to tighten their collateral requirements, thus 
restricting the supply of credit. Despite the financial 
assistance the banks received, the demand for credit 
was so subdued that the total amount of outstanding 
loans, which had already stopped growing in the 
previous year, began to decline markedly in 1992. 
Markka bank lending fell by almost 5 per cent and 
foreign currency lending by some 10 per cent 
(Chart 12). The depreciation of the markka after it 
was floated increased the markka value of outstand­
ing foreign currency loans, which amounted to some 
FIM 100 billion at the end of the year. The public's 
markka deposits with banks declined by almost 1 
per cent, whereas the stock of foreign currency de­
posits increased. 

There was also a change in the structure of 
markka borrowing. Only the public sector in­
creased its borrowing in 1992. Companies, house­
holds and financial institutions raised loans in sub­
stantially lower amounts than in 1991. The reces­
sion was clearly reflected in the amount of compa­
nies' new markka borrowing, which declined by 
over 15 per cent. Households reduced their borrow­
ing by some 20 per cent. Both housing loans and 
consumer credits were raised in smaller amounts 
than in the previous year. 

The average interest rate on new markka bank 
loans rose along with market rates in the course of 
the year, although towards the end of the year rates 
on new loans also turned down. In the early part of 
the year, the rise in the average interest rate on 
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.. housingloans-was--clearlymere11lGde£atethanthat-----­
on consumer credits (Chart 13). Companies' profit-
ability problems and debt restructurings were also 
reflected in interest rates. The average rate on loans 
to companies remained practically unchanged in 
the early part of the year, being about one percent-
age point below the average rate on loans to house-
holds. 

The banks' own reference rates, the most im­
portant of which are the prime rates applied by 
Postipankki and by OKOBANK and the coopera­
tive banks, followed market rates with a lag. The 
average rate on loans tied to a reference rate rose by 
almost 2 percentage points in the course of the year. 

Capital market marked by uncertainty 

In 1992, the share market was almost as quiet as in 
the previous year, although activity in the secondary 
market picked up somewhat in the final quarter. 
Share prices fluctuated considerably in the course of 
the year. Prices declined up until autumn but started 
to rise after the markka was floated. There were no 
public offerings of new shares in 1992 (Chart 14). 
Total turnover on the stock exchange was boosted by 
the fact that some securities broking firms began re­
porting their bond transactions on the stock ex­
change. Overall, turnover on the stock exchange in­
creased substantially on the previous year. 

Activity in the capital market focused on the 
bond market. The need for financing led to an in­
crease in markka bond issues by the central govern­
ment and local authorities (Chart 15). The central 
government raised FIM 13 billion and the local au­
thorities nearly FIM 3 billion in this way. Liquidity 
in the bond market improved substantially. The 
commencement of the primary dealer system for 
benchmark government bonds improved the func­
tioning of the secondary market for these bonds and 
increased their liquidity (for details of the primary 
dealer system, see p. 34). 

High interest rates and slack investment dis­
couraged companies from raising debt capital; new 
bond issues amounted to only just over FIM 7 bil­
lion, or about the same as in 1991. Bond issues by 
banks and other financial institutions plunged by 
about 40 per cent to FIM 15 billion. The problems 
besetting the banks dampened investors' interest in 
banks' long-term debt. 
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StruetureofforeigB debt changed·· 

In 1991, the size of Finland's private foreign debt 
had reached major proportions by international stand­
ards. By contrast, the central government's foreign 
debt was still relatively small. However, as the 
growth in its financing needs, which started in 1991, 
continued at a rapid pace in 1992, the net financing 
requirement increased to more than FIM 70 billion. 
Of this amount, about three-quarters was covered by 
borrowing from abroad. Since, at the same time, 
banks reduced their outstanding foreign debt, the 
structure of Finland's foreign debt changed signifi­
cantly. The share of the central government in net 
foreign debt increased from 29 per cent to 48 per 
cent. 

The banks' foreign debt declined to some FIM 
25 billion. This was partly due to the fact that banks 
and companies found it more difficult to obtain 
loans from abroad. The reduced availability of 
credit was due to the downgrading of the banks' 
own credit ratings as well as heavy borrowing by 
the central government and other Nordic countries. 

The banks repaid some FIM 12 billion worth 
of the foreign currency loans which they had raised 
on behalf of companies. This sum corresponds to 
the total amount of five-year bullet bonds issued 
in 1987. By contrast, the amount of foreign cur­
rency loans raised directly by companies abroad 
remained practically unchanged. The amount of 
short-term trade-related credits grew, whereas in­
vestments abroad were of the same order ofmagni­
tude as in 1991. 

The structure of foreign debt also changed in 
that the share of foreign currency debt increased 
and that of markka debt decreased. The bulk of 
capital imports was in the form of portfolio invest­
ment, ie sales of securities. These consisted primar­
ily of sales abroad of foreign currency bonds by the 
central government, which amounted to some FIM 
49 billion in net terms. Sales of markka bonds and 
Treasury bills amounted to only FIM 0.8 billion. At 
the end of the year, foreigners held markka bonds 
and Treasury bills amounting to FIM 15.7 billion, 
which was FIM 4.4 billion less than a year earlier. 

Capital was exported from Finland in large 
amounts in 1992 as banks hedged their forward ex­
change sales. Companies purchased forward ex­
change from banks, especially in early April and 
from late July to early September when the markka 
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Chart 14. 
LISTED COMPANIES: ACQUISITION OF RISK 
CAPITAL AND SHARE TURNOVER 
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Chart 15. 
MARKKA-DENOMINATED BOND ISSUES 
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Financing of the current account, FIM million 

Trade balance 4974 

A. CURRENT ACCOUNT -26696 

B. CAPITAL IMPORTS 20292 

Loans (non-negotiable) 12107 
Direct investment -5300 
Portfolio investment 
(shares and bonds), net 38375 
Other capital transactions -24890 

A. 119. GI=I,A,P.I~E 11-\1 ~QRIeI~1-\I EXGI=IAI-\I~E ._--,--_ .... "----

RESERVES -6404 

Memorandum item: 
Central government's capital 
transactions, net 22839 

was floated. Between the beginning of August and 
8 September, domestic companies purchased for­
ward currency from the banks to the equivalent of 
FIM 17.8 billion in net terms. During the same pe­
riod, foreigners sold forward markkaa totalling near­
ly FIM 9 billion. During the final quarter, when the 
markka was floating, firms unwound their forward 
positions. 

Heavy capital flows caused swings in the 
Bank of Finland's foreign exchange reserves in the 
course of the year (Chart 16). Between 9 September 
and the end of the year, the reserves increased by 
FIM 3.9 billion. There was still some FIM 2.3 bil­
lion worth of currency support loans outstanding at 
the end of the year, but the reserves were FIM 9.2 
billion below their level a year earlier. Thus capital 
imports were not sufficient to finance the current 
account deficit. 

Currency Act amended 

The decision to float the markka provoked some dis­
cussion on the interpretation of section 2 of the Cur-
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rency Act. In its existing form, the Act authorized 
the Bank of Finland to temporarily disregard the 
fluctuation limits in the event of a major disturbance 
in the foreign exchange markets. To make it more 
precise, the Act was amended on 13 November so 
as to allow the Government to extend the right to 
float the markka for an unspecified period on the 
recommendation of the Bank of Finland. The Gov­
ernment may also cancel the Bank's right if condi­
tions in the money and foreign exchange markets so 
permit. Before such a cancellation, however, the 
Government must seek the opinion of the Bank on 
the matter. The Bank would then be obliged to either 
propose new fluctuation limits or to resume observ­
ing the limits in force prior to the float. 

It was not possible to restore the markka's 
fixed parity in the autumn. Ending the float would 
have required that there were no factors on the 
horizon likely to cause disturbances and that the 
foreign exchange reserves had grown to the point 
where a fixed exchange rate could be effectively 
defended. Fixing the exchange rate was also hin­
dered by continuing uncertainty in Europe. 
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Swap-agreement among 
Nordic central banks revised 

Just before the end of the year, the Nordic central 
banks decided to revise their agreement on mutual 
currency support. The updating of the agreement 
marked a continuation of the long-standing cooper­
ation between the Nordic central banks in foreign 
exchange policy. The new agreement entered into 
force on 1 January 1993 for an indefinite period. It 
represents a substantial enlargement of the previous 
agreement, which had been in force since the begin­
ning of 1984. Under the new agreement, the central 
banks of Norway, Sweden, Finland and Denmark 
can obtain currency support from the other Nordic 
countries up to the equivalent ofECU 2 000 million; 
for Iceland's central bank, the limit is ECU 200 mil­
lion. Each bank is also obliged to provide support up 
to the equivalent of ECU 1 000 million; for Iceland, 
the obligation is ECU 100 million. 

According to the agreement, the participating 
central banks are also obliged to treat requests for 
support in excess of these amounts in a positive 
spirit. Currency support is conditional on the bor­
rowing country's undertaking intervention and mon­
etary policy measures to stabilize the value of its 
currency prior to using such support. 

Financial markets 

Bank profitability weakened 

The public's growing debt-servicing problems were 
reflected in banks' operations in many ways in 1992. 
The combined amount of non-performing and other 
non-interest-bearing claims and claims arising from 
bank guarantees, which had totalled FIM 40 billion 
at the end of 1991, almost doubled in the course of 
1992 (excluding write-offs on outstanding loans and 
guarantees). These problem loans were a burden on 
the banks' interest margin. The increase in company 
bankruptcies was reflected directly in the growth of 
banks' credit losses. Banks' write-offs on loans and 
guarantees amounted to over FIM 21 billion in 1992 
(Chart 17). The collapse in collateral values com­
pounded the banks' problems. 

As a result of the growth of non-performing 
loans and the high costs of funding, banks' net in-
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Chart 16. 
THE BANK OF FINLAND'S 
FOREIGN EXCHANGE RESERVES 
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Chart 17. 
DEPOSIT BANKS' CREDIT AND 
GUARANTEE LOSSES 

1988 1989 1990 1991 1992 
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vious year. Moreover, the decline in securities trade 
reduced banks' other income. The banks were not 
able to cover these losses in income by cutting op-
erating costs. 

During the last two years, the Bank of Finland 
and the Government have sought in different ways 
to safeguard the stability of the banking system and 
the banks' ability to lend. The first such measure 
was the Bank of Finland's takeover of Skopbank 
in September 1991 in order to preserve the bank's 
liquidity and restore confidence in its operations. 
The Bank of Finland found itself obliged to assume 
this role because no other authority with a mandate 
to carry out such an operation existed at the time. 
The Bank of Finland subscribed FIM 2 billion 
worth of new Skopbank shares and acquired 52.91 
per cent of the bank's share capital. At the same 
time, problem assets totalling FIM 12 billion were 
transferred from the bank's balance sheet to sepa­
rate asset management companies owned by the 
Bank. One of these asset management companies, 
Scopulus Oy, purchased FIM 1.5 billion in capital 
certificates issued by Skopbank in April 1992. In 
March 1992, the Government decided to provide 
the banking sector with a capital injection totalling 
FIM 8 billion. In addition, the state established the 
Government Guarantee Fund to take care of banks 
in difficulty. The Fund has, in fact, borne the re­
sponsibility for supporting the banking system 
since May 1992. 

Support for the banking system 

Already at the beginning of 1992, it was clear that 
banks' losses would grow substantially during the 
year and that their solvency would weaken signifi­
cantly. When a bank's solvency ratio weakens to a 
point that is close to the minimum level laid down 
in the Deposit Bank Act, the bank's creditworthiness 
weakens and hence its funding costs rise. In order 
to keep its capital at the prescribed level, the bank 
must either reduce its net claims or off-balance­
sheet commitments or it must raise new equity capi­
tal from the market. A reduction in bank lending 
would further depress economic activity. 

In order to head off the threat of such a credit 
crunch, the Government set up a working group in 
January to prepare proposals for safeguarding and 
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impreviDg the· banks' ahility ... te-. operate effectively. 
Dr Sirkka HimiUiinen, then a member of the Board 
of Management of the Bank of Finland, was asked 
to chair the group, which published its programme 
for supporting the banking sector in March. 

Nearly all banks received a capital injection 

To strengthen the banks' solvency, the state offered 
to make available a total ofFIM 8 billion for invest­
ment in banks' capital. All banks, regardless of their 
capital ratios, were offered the capital injection in 
proportion to their risk-weighted assets. 

The banks were given two dates by which 
they were required to announce whether they would 
accept the offer. By the first closing date, in mid­
August, four commercial banks and 53 savings 
banks had applied for a total of FIM 4.6 billion in 
capital support. Two commercial banks, 14 savings 
banks and 57 cooperative banks applied for a total 
of FIM 3.3 billion by the closing date for the sec­
ond offer in December. 

The capital provided by the state is eligible for 
inclusion in a bank's core (Tier 1) capital. If a bank 
has resources available for profit distribution, it 
must pay a rate of return on the capital injection 
which initially corresponds to the state's own refi­
nancing costs. Later, the rate of return rises in 
steps. The state is entitled to convert the capital into 
the bank's voting shares if the bank fails to pay in­
terest for three years running or its capital ratio 
falls below the legally prescribed minimum. 

A bank may use the capital injection, together 
with its own share capital, to cover its losses only 
after its distributable equity capital and reserve 
fund have been used up. In the case of bankruptcy, 
the capital provided by the state ranks behind oth­
er debt but ahead of all shares. The bank can pay 
dividends only after paying the total interest due on 
the capital injection. 

Non-symmetric changes made in loan and 
deposit rates tied to the base rate 

The support package for the banks also included a 
percentage point increase in the Bank of Finland's 
base rate to 9.5 per cent with effect from 1 May. 
However, the Bank of Finland requested that only 
interest rates on low-interest loans be raised; ie the 
increase did not apply to loans with interest rate of 

YEAR BOOK 92 

12 per .. Gmt·m-·-9VeF.- The :Os NqucSted that lend­
ing rates between 11 and 12 per cent be raised to no 
more than 12 per cent. 

The aim was to reduce the gap between inter­
est rates on loans tied to market rates and those tied 
to the base rate. Despite a substantial rise in market 
interest rates, the base rate has remained virtually 
unchanged for many years. This has led to a situa­
tion where the interest rates on most loans tied to 
the base rate have become very low compared to 
rates on loans granted in recent years. 

A large proportion of interest-subsidy loans 
were among those loans to which the rise in the 
base rate applied. The state assumed responsibility 
for 50 per cent of the additional interest costs on 
most interest-subsidy loans. In addition, the state 
granted a 50 per cent guarantee on outstanding 
interest-subsidy and interest-ceiling loans that had 
not previously been guaranteed by the state. Thus 
banks' capital was made available for other lending. 

The adjustment in the base rate was aimed at 
widening the banks' interest rate margins, which 
had been squeezed. As deposits have increasingly 
shifted into high-interest accounts, banks' markka 
funding has become more expensive. It was consid­
ered of vital importance that banks' funding costs 
should not be raised in connection with the base­
rate rise. Thus, interest rates on tax-exempt depos­
its were kept unchanged by amending the law on 
the tax relief of deposits and bonds as well as the 
law on income and wealth taxes. The maximum 
tax-exempt interest rate on transactions accounts 
was set at 4.5 per cent, and the link with the base 
rate was severed. 

The maximum rate on tax-exempt 24-month 
deposits was lowered from one to two percentage 
points below the base rate. Thus, the maximum 
rates on tax-exempt deposits did not change despite 
the rise in the base rate. At the same time, the law 
on the tax relief of deposits and bonds was extend­
ed for one year to the end of 1993. 

The law on the tax relief of deposits and 
bonds was amended once again in October so as to 
enable banks to offer customers the opportunity to 
make 36-month tax-exempt deposits until the end 
of 1993 at a maximum interest rate of one percent­
age point below the base rate. In addition, the right 
to offer 24-month deposits was extended until the 
end of 1994. 
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In order to support bank profitability, the Bank's 
Parliamentary Supervisory Board decided to raise 
the rate of interest paid on banks' cash reserve de­
posits by one percentage point from. the beginning 
of April. After the change, the rate was two per­
centage points below three-month HELm OR, but 
not less than 8 per cent. In December, it was decid­
ed to cut the rate payable on these deposits. With 
effect from the beginning of 1993, the rate is three 
percentage points below three-month HELmOR, 
but not less than 8 per cent. 

Government Guarantee Fund established 

In its report, the working group set up to consider 
ways of improving the banks' operating conditions 
recommended that the state should set up its own 
bank guarantee fund without delay, a matter that 
had, in fact, already been under consideration. The 
Act on the Government Guarantee Fund entered in­
to force in April and the Fund commenced opera­
tions at the beginning of May. In the same context, 
the minimum contribution payable by banks to 
their own guarantee funds was raised fivefold to 
0.05 per cent of their combined balance sheet total; 
the maximum contribution was doubled to 1 per cent. 

The Fund's Board of Management comprises 
representatives of the Ministry of Finance, the 
Banking Supervision Office, the Bank of Finland 
and the member banks. The Fund's support meas­
ures are determined by a Section of the Board con­
sisting of representatives of the Ministry of Fi­
nance, the Banking Supervision Office and the 
Bank of Finland. Practical matters are handled on a 
part-time basis by a commissioner. As it has no per­
manent staff of its own, the Fund draws on the staff 
resources of the Banking Supervision Office and 
the Bank of Finland. 

The Fund's task is to safeguard the stability of 
deposit banking and safeguard depositors' claims. 
In a statement issued on 6 August 1992, the Gov­
ernment confirmed that the state would act specifi­
cally through the Government Guarantee Fund to 
safeguard the stability of the banking system. 

The Government Guarantee Fund has the au­
thority to grant support loans and guarantees to the 
banks' own guarantee funds. It can also provide 
support directly to a member bank by subscribing 
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loans raised by the bank or provide other forms of 
financial assistance. The Government Guarantee 
Fund is permitted to borrow in order to finance its 
operations. The combined sum of the support it 
provides in the form of loans, guarantees and other 
financial assistance must not exceed FIM 20 billion. 

The conditions attached to support granted by 
the Fund may be notably stricter than those at-
tached to the FIM 8 billion capital injection provid-
ed by the state because the Fund's support is intend-
ed expressly for banks in difficulty. The Fund can 
only grant support if it is necessary for safeguard-
ing the stability of the banking system or deposi-
tors' claims on an individual bank. The conditions 
attached to support are set on a case-by-case basis 
but they must be based on the general principles re-
garding such support approved in October by·the 
Fund's Supervisory Board. 

These general principles relate to various as­
pects of support: purpose of support, general re­
quirements applicable to support, forms of support, 
application procedures and information required in 
that context, handling of applications, financing of 
support and supervision of compliance with the 
conditions attached to support. Support measures 
are subject to the following general requirements: 
1. Bank support is to be open and public. 
2. The attractiveness of bank support and the 

commitment of public funds to such support 
should be minimized. The owners of a bank 
receiving support should be made financially 
responsible to the greatest possible extent. 

3. The terms and conditions of support should 
promote efficiency and necessary structural 
changes in the banking system. 

4. The distortive effects of support measures on 
competition should be minimized. 

5. The public authorities must be assured the 
possibility to supervise the reorganization of 
a bank receiving support. 

6. The terms and conditions of employment of 
the management of a bank receiving support 
must be reasonable. 
These general principles are intended to serve 

mainly as guidelines for the Section of the Fund's 
Board and are thus not necessarily complete in 
their coverage. The principles are also meant to 
help ensure the consistency and fairness of support 
programmes. 
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Ad OB the 6evemmeBt·Cu:araDtee·Fund··· ..... 
to be amended 

The need to increase the Government Guarantee 
Fund's borrowing powers and the emergence of cer­
tain problems in everyday decision making resulted 
in a bill amending the Act on the Government Guar­
antee Fund being presented to Parliament at the be­
ginning of January 1993. 

The bill provided for the transfer of responsi­
bility for the Government Guarantee Fund from 
Parliament to the Government. The Banking Super­
vision Office and the Bank of Finland were no 
longer to be required by law to have representatives 
on the Fund's Board of Management; their partici­
pation in decisions regarding the granting of sup­
port had proven to be troublesome for reasons of 
incapacity. 

The Government bill would also have in­
creased the Fund's authority to grant support from 
FIM 20 billion to FIM 50 billion and allowed the 
Fund to purchase assets from a bank receiving sup­
port via a separate asset management company 
(bad bank). 

Parliament refused to treat the bill as urgent, 
a procedure which is comparable to that for amend­
ing constitutional law and subject to qualified-ma­
jority rules. Consequently, the Government present­
ed another bill arranging for the support to be fi­
nanced by means of a supplementary budget. In the 
same context, a separate bill was prepared regard­
ing the administrative reorganization of the Gov­
ernment Guarantee Fund. 

Support measures taken by 
the Government Guarantee Fund 

Government Guarantee Fund acquires 
Skopbank from the Bank of Finland 

The measures taken by the Bank of Finland to re­
structure Skopbank since the takeover of 19 Sep­
tember 1991 have been of the kind that the Govern­
ment Guarantee Fund would have been obliged to 
undertake had it existed at the time. In June 1992, 
the Parliamentary Supervisory Board approved a 
deal whereby Scopulus Oy, owned by the Bank of 
Finland, sold its holdings of Skopbank shares with 
a par value of FIM 2 billion and capital certificates 
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. with·a·-par val\le .. ef· FIM 1.5 billieB to the Gevem­
ment Guarantee Fund for a total price of FIM 1.5 
billion. At the end of the year, the Fund provided 
Skopbank with capital support totalling FIM 1.5 
billion. The transfer of the ownership of Skop­
bank from the Bank of Finland to the Fund re­
flected the new division of responsibility follow­
ing the establishment of the Fund. 

The Bank of Finland has incurred losses to­
talling FIM 4.3 billion in connection with the res­
cue of Skopbank. Of this total, FIM 2.6 billion 
was written off in 1991 and FIM 1.7 billion was 
capitalized in the 1992 balance sheet to be writ­
ten off later. In addition, ·some FIM 1 billion in 
imputed interest income had not been received 
by the end of 1992. There is still some FIM 9.5 
billion in financing and over FIM 0.6 billion in 
guarantees tied up in the Bank's own asset man­
agement companies. 

Support provided to the Savings Bank of Finland 

In June, the position of a number of savings 
banks had become so precarious that their contin­
ued operation would have been impossible with­
out support from the public sector. Accordingly, 
the Government Guarantee Fund decided to grant 
a total of FIM 7.2 billion in capital support to the 
Savings Bank of Finland (SBF), which was to be 
formed through the merger of 41 savings banks. 
SBF commenced operations in September. Be­
fore receiving the support, the bank had to submit 
a restructuring programme to the Fund. 

A condition laid down for the support was 
that the SBF be reorganized as a limited compa­
ny and that its preferred capital certificates be 
convertible into shares. After the bank had re­
established as a limited company in December, 
the Government Guarantee Fund purchased SBF 
shares, preferred capital certificates and subordi­
nated debentures. The Fund also acquired the 
right to appoint its own representatives to the 
SBF's administrative bodies. One representative 
was appointed to the board of directors and five 
to the supervisory board. 

At the end of the year, the Government 
Guarantee Fund provided the SBF with an addi­
tional capital injection of FIM 4.7 billion to ena­
ble the bank to meet international capital adequa­
cy requirements. Together. with capital support 
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Chart 18. 
INTEREST RATE LINKAGES OF NEW 
MARKKA BANK LOANS 
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providedprevieusly-;-theFund -has providedtOO­
SBF with assistance totalling FIM 11.9 billion. Of 
this sum, shares account for FIM 2.9 billion, pre­
ferred capital certificates for FIM 7.1 billion, sub­
ordinated debentures for FIM 1.4 billion and the 
support loan extended through the savings banks' 
own guarantee fund for FIM 500 million. After 
the share subscription, the Government Guarantee 
Fund held some 99 per cent of the SBF's shares and 
voting rights. 

STS-Bank merged with Kansallis-Osake-Pankki 

The Government Guarantee Fund also played an 
active part in negotiations between Kansallis­
Osake-Pankki (KOP) and STS-Bank which led to 
the sale by the STS Foundation of its holdings of 
STS-Bank's shares to KOP at the end of November. 
In the same context, the Fund and KOP signed a 
letter of intent according to which they would joint­
ly set up an asset management company to manage 
STS-Bank's problem loans, amounting to some 
FIM 2 200 million. It was intended that the Fund 
would subscribe 90 per cent of the company's share 
capital and KOP 10 per cent. But as Parliament did 
not approve the amendment to the Act on the Gov­
ernment Guarantee Fund that would have enabled 
the Fund to own shares in an asset management 
company, this part of the merger agreement will 
probably be renegotiated in the near future. The 
joint guarantee fund of the commercial banks and 
Postipankki Oy announced in November that it 
would participate in the management of STS­
Bank's problems by making available its accumu­
lated resources, totalling some FIM 300 million. 

Share of deposit rates tied to market rates 
increased and pressure mounted on banks 
to rationalize their operations 

The slackening of economic activity and high inter­
est rates depressed the public's demand for credit 
while the banks' problems restricted the supply. As 
a result, bank lending to the public declined. The 
banks' combined balance sheet total remained prac­
tically unchanged, despite the fact that the weaken­
ing of the markka raised the markka value of their 
foreign currency assets and liabilities. 

Virtually the only new bank loans that are still 
tied to the base rate are interest-subsidy and inter-
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est-ceiliDg .. .loaDS.. .. CoDSeqUently,. ... the ... share ... of .. new 
lending tied to the base rate fell further in 1992 
(Chart 18). An increasingly large proportion of new 
lending was tied to banks' own reference rates. On· 
the other hand, the use of market-based HELIBOR 
rates and long-term rates as reference rates dimin­
ished. The share of fixed-rate loans, mainly bills of 
exchange, has remained fairly steady since 1990. 
Though the share of outstanding loans tied to the 
base rate has been declining continually, it was still 
44 per cent at the end of the year. 

The share of outstanding deposits accounted 
for by market-based deposits subject to the with­
holding tax grew from the previous year (Chart 19). 
The marked fall in deposits tied to the base rate in 
May is due to the fact that, since 1 May, rates on 
tax-exempt transactions accounts have no longer 
been tied to the base rate. Rather, the maximum 
permissible rate is prescribed in the legislation on 
income and wealth taxes. With the entry into force 
in October of the amendment to the law on the tax 
relief of deposits and bonds, there was some move­
ment of funds from market-rate accounts into ac­
counts tied to the base rate. 

The average spread between banks' uses and 
sources of markka funds, ie the interest rate margin, 
widened slightly in 1992 (Chart 20). The interest 
rate margin does not, however, indicate the effect of 
interest rates on banks' net interest. income because 
the interest lost due to non-performing claims is not 
reflected in it. 

Improvements in banks' efficiency and reduc­
tions in their operating costs have grown in impor­
tance as bank profitability has weakened. In an ef­
fort to improve their efficiency, banks have cut 
back excess capacity built up during the period of 
regulation. In 1992, the number of bank branches 
was cut by nearly 300 and the number of bank em­
ployees by some 3 000. Although the number of lo­
cal (cooperative and saving) banks was substantial­
ly reduced through mergers, the number of branch­
es declined by less than 10 per cent. 

Operating conditions in 
securities markets enhanced 

The rules and regulations of the Helsinki Money 
Market Center, which was established in June 1989 
by the Bank of Finland, the state and the five largest 
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Chart 20. 
AVERAGE INTEREST RATES ON BANKS' USES 
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~ommer.cial.baDb,.were approved in October . .199.1.,. . Ch.ages ill the eper.tiag eavireameat 
and the Center's clearing and settlement operations of the financial markets 
commenced at the end of April 1992. The Center Newsystemforregulatingbankliquidity 
provides custodial and clearing and settlement ser- introduced in July 
vices relating to book-entry securities. At present, 
the system. handles CDs and Treasury bills. The 
Center plans to extend its operations to include 
bonds in 1993. 

The transfer of listed companies to· the book­
entry system. began in May 1992. In the course of 
the year, the shares of eight listed companies were 
transferred to the registration system. of the Central 
Share Register of Finland Co-operative. These 
companies accounted for 35 per cent of share turn­
over on the Helsinki Stock Exchange in 1992. In 
addition, one orc company and one from the bro­
kers' list joined the system. 

In connection with the bank support pro­
gramme, a bill was passed in spring 1992 abolish­
ing the 1 per cent stamp duty levied on share trans­
actions on the stock exchange with effect from May 
1992. The stamp duty was also lifted in respect of 
transactions in derivatives (options and futures). Fi­
nally, in November, the stamp duty was abolished 
in respect of the sale of securities on the orc list. 

In the summer, a primary dealer system. for 
benchmark government bonds was established in 
Finland. At the end of June, five Finnish commer­
cial banks (Kansallis-Osake-Pankki, OKOBANK, 
Postipankki, Skopbank and Union Bank of Finland) 
concluded an agreement with the State Treasury 
covering arrangements for the issue of government 
bonds and the maintenance of a secondary market. 
The banks, in their role as market makers, under­
took to participate in tenders of benchmark govern­
ment bonds, ie serial and Housing Fund bonds, and 
to quote binding two-way prices to each other and 
binding bids to customers. In August, an agreement 
was signed by the Bank of Finland and the primary 
dealers on the code of conduct to be observed in the 
secondary market for government bonds. In setting 
up the market making arrangement, the State Treas­
ury, the primary dealers and the Bank of Finland 
sought to increase liquidity in the Finnish bond 
market. 
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With effect from 3 July, the Bank of Finland's call 
money facility was replaced by a new liquidity sys­
tem. (Chart21). The liquidity system. comprises call 
money deposits and liquidity credits. Under the 
new system, the interest rates on both deposits and 
·credits are now closer to market rates and move in 
line with changes in the latter. Moreover, the matur­
ity of liquidity credits can range from one day to 
foul weeks, as determined by the Bank of Finland. 

The rates on both call money deposits and li­
quidity credits are tied to the tender rate, which is 
determined in the Bank of Finland's money market 
tenders. The tender rate is based either on ·flie 
banks' bidding in terms of both rates and quantities 
of liquidity or it is set by the Bank of Finland 
(fixed-rate tender), in which case the banks bid for 
quantities only. The current tender rate, the margins 
for deposit and credit rates and the maturity for li­
quidity credit are displayed continuously on elec­
tronic information systems. 

Initially, the call money deposit rate was set at 
one percentage point below and the liquidity credit 
rate at one percentage point above the tender rate. 
As a result, the call money deposit rate rose from 4 
per cent to 13.5 per cent, which increased the 
banks' incentive to hold deposits at the Bank of Fin­
land. This effect was reinforced by the banks' ex­
pectations that interest rates would rise in the au­
tumn. The volume of call money deposits grew to 
over FIM 10 billion after mid-August and remained 
at a high level until the beginning of September. 

ID. order to reduce the volume of call money 
deposits, the Bank of Finland widened the spread 
between the call money deposit and tender rates; 
initially, at the end of August, to two percentage 
points, and later, on 3 September, to five percentage 
points. After the markka was floated, banks' call 
money deposits fell to within the range of FIM 1-3 
billion; as a result, the spread between the call 
money deposit rate and the tender rate was reduced 
to three percentage points in late October. 

Initially, the maturity of liquidity credits was 
seven days, but the Bank lengthened it to 14 days 
on 10 August and then shortened it again to seven 
days in mid-October. Liquidity credit was used in 
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the latter part of the··yeaf-alld also· in· the· UDStable 
conditions that prevailed in early September. Hence, 
the system has functioned, as intended, solely as a 
last-resort source of financing for the banks. 

Legislation governing financial institutions 
revised again 

The Financial Activities Act, which regulates finan­
cial activities pursued on a professional basis, came 
into force at the beginning of 1992. Professional 
activities in this context refers to the provision on 
own account of financing that has been acquired 
from. the public and is repayable (inc!. credit card 
financing, factoring and hire purchase financing). 
The Act does not, however, apply to financial activ­
ities pursued by deposit banks, which are covered 
by the Deposit Bank Act. The pursuit of financial 
activities for professional purposes requires a li­
cence. Under the Financial Activities Act, the cap­
ital adequacy of a credit institution engaged in fi­
nancial activities is determined on the same basis as 
that of deposit banks. The Act will probably be in 
force only temporarily. When the European Eco­
nomic Area (EEA) agreement comes into force, the 
activities of all credit institutions, including deposit 
banks, will be regulated by a new law governing 
the activities of credit institutions. 

A commission of review on financiallegisla­
tion is preparing the law on credit institutions and 
the refonn of certain related laws, as well as the 
law governing the activities of foreign credit and fi­
nancial institutions in Finland. In its report pub­
lished in January, the commission recommended 
that all credit and financial institutions be brought 
under a single law that would provide for uniform 
treatment of all financial activities pursued on a 
professional basis. This law, which is to replace the 
Deposit Bank Act, which came into force on 1 Jan­
uary 1991, and the Financial Activities Act, which 
entered force one year later, will bring Finnish fi­
nancial legislation into line with EC directives as 
required by the EEA agreement. The law, which is 
scheduled to enter into force simultaneously with 
the EEA agreement, incorporates the principles of 
the single licence and home country supervision. 
The main changes concern the setting of more pre­
cise licensing requirements, easing of ownership 
restrictions, accounting, unification of supervision 
and limitation of customer risk. 
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Chart 21. 
THE BANK OF FINLAND'S LIQUIDITY FACILITY 
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ments in accordance with the bill will entail higher 
costs for banks. Claims on Finnish insurance insti­
tutions are to be transferred from the second risk 
category to the fourth category. For savings banks 
and cooperative banks, in particular, this will mean 
a need for additional capital as they have insmed a 
part of their outstanding loans through mutually­
owned insurance companies. The need for addition­
al capital also arises from a change in the classifi­
cation of the adjustment reserve by which it will be 
transferred from. core (Tier 1) capital to supplemen­
tary (Tier 2) capital as well as by a reduction in the 
amount of reserves that can be counted towards 
capital. Banks that fail to meet EEA capital adequa­
cy requirements when the agreement comes into 
force will be given until 1 January 1995 to comply 
with the new regulations. 

According to the Government's bill on credit 
institutions the combined total of a credit insti­
tution's large exposures to individual customers 
would be limited to eight times the institution's own 
funds. The exposure to an individual customer is 
considered laIge if it amounts to at least 10 per cent 
of the institution's own funds. The financial effects 
on banks of limiting their large exposures is diffi­
cult to estimate. Adjustment problems will, how­
ever, be alleviated by a fairly long transition period 
extending until the end of 2001. For small banks, 
the transition period runs until the end of 2006. 
Small banks, as understood here, are banks whose 
total capital is at most FIM 43 million. . 

The bill provides for an easing of restrictions 
on credit institutions' ownership rights. Under the 
current Deposit Bank Act, a bank's right to own 
shares or other equity in a non-banking firm is lim­
ited to 10 per cent of the firm's total equity or asso­
ciated voting rights. The bill on credit institutions, 
by contrast, allows a credit institution to hold more 
than 10 per cent of the equity of a film. that is not 
a credit institution as long as the holding does not 
exceed 15 per cent of the institution's own funds. In 
addition, the institution's total holdings in such 
firms cannot exceed 60 per-cent of its own funds. 

There are no restrictions in the bill on foreign­
ers' rights to own shares in Finnish credit institu­
tions. However, the Banking Supervision Office has 
to be informed in advance in the event that a single 
owner is about to acquire· shareholding or voting 
rights of at least 10 per cent in a credit institution. 
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spect between domestic and foreign purchases. The 
Banking Supervision Office will, however, be en­
titled to intervene in an acquisition after the event 
if it is likely that the change in ownership would 
hinder the institution's ability to operate according 
to sound and prudential business principles. 

A law on the activities of foreign credit and fi­
nancial institutions in Finland is to take effect at the 
same time as the law on credit institutions. The law 
contains the principles set out in the EEA agree-

-ment according to which only those credit institu­
tions domiciled outside the EEA would need a 
Finnish licence to establish branches in Finland. 
Credit institutions from EEA countries will be able 
to establish branches in Finland without a separate 
licence. Moreover, only credit institutions from 
EEA countries will be ·freely allowed to proVide 
services in Finland. 

An amendment to the Bookkeeping Act en­
tered force at the beginnjng of 1993. The old pro­
visions of the Act may, however, still be applied in 
respect of accounting periods ending at the latest 
on 30 April 1993. The rules regarding financial 
statements were brought into line with EC legisla­
tion. The law also applies to banks and other credit 
institutionS, but special rules governing these insti­
tutions are included in the law on credit institu-
tions. . 

In November, a law enabling the conversion of 
savings banks into limited banks came into force. 
According to the law, a savings bank can be con­
verted into either a limited liability savings bank or 
a commercial bank. The aim of the law is to pro­
vide savings and commercial banks with equal op­
portunities to raise capital. The share capital of a 
savings bank re-established in this way is formed 
from the savings bank's original capital and reserve 
fund. The bank's share~ are assigned to one or more 
foundations, whose primary purpose is to promote 
saving. The principles and special features of sav­
ings banks' operations were changed only to the ex­
tent necessary. 

Securities market legislation developed 

Foreigners obtained the right to acquire units in 
Finnish unit trusts when the amendment to the Unit 
Trust Act came into force at the beginning of 1992. 
This gave foreigners the possibility of investing in-
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directly in .restricted ... shares. ... The ... new. . Unit. .Trust 
Act, which complies with the EC directives on un­
dertakings for collective investment in transferable 
securities, is due to come into force at the same 
time as the EEA agreement. 

Changes in securities market legislation ne­
cessitated by the EEA agreement were specified in 
a report issued by the committee on securities trade 
in December 1991. 

The working group on marketplaces complet­
ed its work in April 1992. Its report examined the 
notion of public trading from. the standpoint of 
market development and legislative change. The 
group recommended that the major part of the rules 
regarding disclosure requirements for issues and in­
sider information be extended to cover the money 
market. The Securities Market Act contains provi­
sions that limit the public trading of listed securi­
ties to a single domestic marketplace. The group 
recommended the abolition of these provisions as 
well as the provisions that prevent a stock exchange 
from organizing public trading in securities other 
than those listed on the stock exchange. It was fur­
ther recommended that the right to act as an inter­
mediary in the marketing of offers concerning se­
curities be restricted to securities brokers. It is the 
aim that these recommendations be effected togeth­
er with· those of the committee on securities trade. 

It is intended that all legislative recommenda­
tions regarding securities markets come into forCe 
concurrently with the EEA agreement. 

Capital taxation overhauled 

According to the revised income tax law which 
came intO force at the beginning of 1993, capital in­
come is distinguished from earned income for pur­
poses of taxation. For the most part, capital income 
is taxed at a flat rate of 25 per cent. The same rate 
is also applied in corporate taxation. 

The withholding tax on interest income is to 
be raised in steps to 25 per cent. The timetable for 
implementing the increases was brought forward: 
the withholding tax on deposits was raised from. IS 
per cent in 1992 to 20 per cent already from the be­
ginning of 1993, and will be raised further to 25 per 
cent from the beginning of 1995. Transactions ac­
counts, on which the maximum interest rate pay­
able is 4.5 per cent, remain tax-exempt. The with-
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. boJding.tax.Jaw.became.permanem .. fr.om. the b~gin­
ning of 1993. 

Reorganization of financial supervision prepared 

In December 1991, the Ministry of Finance ap­
pointed a working group to prepare a proposal con­
cerning the regulations needed for the establish­
ment of a supervisory authority for the financial 
markets - financial supervision - as recommended 
by the committee on financial conglomerates. In 
April 1992, the Ministry assigned the group the ad­
ditional task of preparing the legislative proposals 
needed for linking the functions of the Banking Su­
pervision Office to the Bank of Finland. The ad­
ministration of financial market supervision was to 
be organized so as to be completely independent of 
the Bank's other functions. The working group gave 
an interim. oral report to the ministerial committee 
on economic policy in June. After that, the group 
focused on drafting proposals, in the form of a 
Government bill, for regulations concerning the 
linking of the functions of the Banking Supervision 
Office to the Bank of Finland, in accordance with 
the position on this issue taken by the ministerial 
committee on economic policy. 

In its report completed in September, the 
working group recommended that the overall su­
pervision of the financial markets be centralized at 
the Bank of Finland. A special unit, called financial 
supervision, would be established under the auspices 
of the Bank and the Banking Supervision Office 
would be disbanded. In December, the Government 
presented a bill to Parliament based on the working 
group's proposal. 

The purpose of linking the Banking Supervi­
sion Office to the Bank of Finland is to ensure that 
the resources available for the supervision of finan­
cial markets be allocated to those areas that are 
judged important and essential. Another aim is to 
clarify the division of responsibility between the 
Bank of Finland and the Banking Supervision Office 
and to improve the efficiency of decision making. 

In order to execute its functions, financial su­
pervision would have its own decision making or­
ganization. Supervisory principles would be deter­
mined by a three-meniber board of directors. The 
board would consist of the head of financial super­
vision and two members selected by Parliament on 
the recommendation of the Bank of Finland and the 
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Ministry of Finance Other decision making authot-. 
ity in respect of supervision would rest with the 
head of financial supervision. Financial supervision 
would be independent of the Bank of Finland's oth­
er functions with respect to decision making in its 
own area of authority. As appeals against the deci­
sions of the present Banking Supervision Office 
can be made to the Supreme Administrative Court, 
the same right would apply in respect of decisions 
made by the new financial supervision entity. Ac­
cording to the working group's proposal, the new 
organizational structure for financial supervision 
would come into force on 1 April 1993. 

Need for legislative changes 
in the Bank of Finland's status considered 

A working group appointed by the Ministry of Fi­
nance investigated the changes that would be need­
ed in regard to the status of the Bank of Finland as 
a result of Finland's possible membership of the EC 
and participation in Economic and Monetary Union 
(EMU). The plans call for a transition to EMU in 
three stages in the course of the 1990s. The group 
focused especially on the need for changes in the 
legislation governing the Bank that is likely to arise 
in connection with the European System of Central 
Banks, which is to be established in the third stage. 

The System will comprise the European Cen­
tral Bank and the national central banks. The Maas­
tricht Treaty places special emphasis on the inde­
pendence of the national central banks vis-a-vis 
the political decision making process. The working 
group noted that the Bank of Finland's current legal 
status provides a good basis for adjusting to the re­
quirements set out in the Maastrict Treaty. In the 
future, however, Parliament's indirect influence on 
the Bank's decision making through the Parliamen­
tary Supervisory Board will have to be reduced. 
Preparing for the creation of the European System 
of Central Banks thus requires a clear delineation 
of authority such that the Bank's decision making 
would be centred in the Board of Management 
while the Parliamentary Supervisory Board would 
function as a supervisory body. 

The working group recommended that further 
preparatory work be done on the legislation govern­
ing the Bank of Finland. The task of the committee 
set up for this purpose would be to prepare legisla­
tive changes necessitated by participation in the 
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. process .. .of ... economic .. iDtegmtioD. -rhe .. commjttee ... 
would also prepare legislation to replace the current 
regulations pertaining to the Bank of Finland and 
would consider ways in which the current complex 
body of laws and regulations could be simplified. 

Payment system developed 

The functioning and efficiency of payment systems 
in different countries and their arrangements for risk 
management have attracted increasing attention in 
recent years, especially in the EC. The development 
of payment and clearing systems is considered to be 
one of the prime tasks of central banks. According 
to the Bank of Finland's regulations, the Bank's tasks 
include the promotion of the reliability and efficien­
cy of payment systems. Special attention was paid 
in the year under review to the security and-·-sys­
temic-risk aspects of large-value payment systems. 
Large-value payments occur mainly in interbank 
and securities transactions. 

During the year under review, four new users 
joined the Bank of Finland's cheque-account sys­
tem for processing interbank payments on a real 
time basis. It is noteworthy that two clearing cen­
tres for securities transactions were granted the 
right to hold cheque accounts at the central bank. 
The Helsinki Money Market Center joined the sys­
tem in May and the Helsinki Stock Exchange in 
August. 

As part of the development of payment sys­
tems, work was started on clarifying the central 
bank's criteria for admittance to the Bank of Fin­
land's cheque-account system, on limiting access to 
intraday credit and on collateral requirements for 
borrowers. The Bank of Finland's own banking and 
payment services systems were also modified in 1992. 

The handling of currency was enhanced by 
developing the arrangements for the distribution of 
notes and coin. The sharing of costs between the 
Bank of Finland and the banks was modified by 
raising the banks' base amounts (the share of their 
till-money holdings which they finance themselves)" 
with effect from 30 November (for details of main­
tenance of the currency supply, see p. 42). In order 
to improve the efficiency of transactions involving 
small payments, a new company - Toimiraha Oy -
was established to provide payment services based 
on prepayment (stored-value) cards (for details, see 
p.43). 
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Other Official Activitie·s-·------························· 

International organizations 

International Monetary Fund (IMF) 

The Ninth General Review of Quotas came into 
force in November 1992. Quotas were increased by 
50 per cent on average. On 23 November, the Bank 
of Finland paid the increase in Finland's quota of 
SDR 286.9 million on behalf of the Finnish govern­
ment. Hence, Finland's quota increased to SDR 
861.8 million (aboufFIM 6.2 billion). 

Among the main issues addressed at the meet­
ing of the Interim Committee of the International 
Monetary Fund in April were the economic situa­
tion in Russia and other countries of the Common­
wealth of Independent States and the preparation of 
their applications for membership. By September, 
when the joint annual meetings Qf the Fund and the 
World Bank. were held, most of these countries had 
already become members. At the annual meetings, 
the effectiveness of earlier economic programmes 
pursued in other former socialist countries was as­
sessed. Other important topics discussed included 
the inefficient coordination of economic policies in 
the major industrial countries and the resultant 
pressures in the international currency markets. 

The International Monetary Fund supervises 
technical assistance provided by the international 
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community mainly in the areas of central bank pol­
icies and operations. The Bank. of Finland, together 
with the other Nordic central banks, funnelled a 
substantial part of its technical assistance to the 
Baltic states through the Fund. The Bank. of Fin­
land's experts were also sent to many other coun­
tries in need of assistance. 

At the end of August, the Managing Director 
of the International Monetary Fund, Mr Michel 
Camdessus, visited Helsinki in connection with his 
visit to the Baltic states. In March and November, a 
team of IMF officials visited Finland to review the 
state of the Finnish economy. During these visits, 
the effects of fiscal policy measures and the float­
ing of the markka were discussed. 

Ms Sirkka Himi18inen, who is Chainnan of 
the Board of Management of the Bank of Finland, 
was elected as Finland's representative on the 
Fund's Board of Governors after the resignation of 
the former Chairman, Mr Rolf Kul1berg. Mr Matti 
Vanhala, Member of the Board of Management, 
continued to serve as deputy member. 

The Nordic countries have a joint representa­
tive on the Fund's Executive Board. Since 1 No­
vember 1991, the two-year position of Executive 
Director has been held by Mr Ingimundur Fridriks­
son of the central bank. of Iceland. The Bank of 
Finland prepared the Nordic countries' joint state­
ments of opinion until the end of June. After this, 
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·the· responsibility for· prepating··the· statements ·was 
assumed by the Norwegian central bank. Since the 
beginning of November, Latvia, Lithuania and Es­
tonia have participated in the Nordic countries' con­
stituency and thus also in the joint preparation of 
issues. 

Bank for International Settlements (BIS) 

The Bank for International Settlements continued to 
focus its attention on financial arrangements relat­
ed to European integration. The monthly meetings 
served as a forum for the exchange of infonnation 
on market developments and discussions on issues 
related to the stability of the money and foreign ex­
change markets. The BIS maintains a data bank on 
technical assistance provided to former socialist 
countries in the field of central bank policy. Indus­
trial countries submit detailed reports to the BIS on 
assistance that they have provided in this field. 

Integration 

The European Economic Area (EEA) agreed on by 
the European Free Trade Association (EFTA) and 
the European Community (EC) did not come into 
force at the beginning of 1993 as planned because 
Switzerland rejected the agreement in a referendum. 
The Finnish Parliament approved the EEA agree­
ment in October and the President of Finland ratified 
it in December. Negotiations on the revision of the 
agreement were started at the beginning of 1993. 

On 18 March, Finland submitted her applica­
tion for membership of the European Coal and 
Steel Community (ECSC), European Economic 
Community (EEC) and European Atomic Energy 
Community (EURATOM) to the Council of the 
European Communities. On 4 November, the EC 
Commission issued a statement supporting negotia­
tions on Finland's membership. 

Membership of the EC would also require that 
the Bank of Finland join the European central bank 
that is to be established at a later point of time. The 
establishment of a joint central bank will greatly af­
fect the position of national central banks. This and 
related issues were discussed at the annual meeting 
of Nordic central bank governors. 
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·Bank of··Pinland"reptesen'tatives participated ... 
along with other officials in the preparatory work 
concerning the EEA carried out within EFTA and 
jointly between EFTA and the EC and dealing with 
the liberalization of capital movements, financial 
services and ownership rights. Bank of Finland rep­
resentatives also participated in the work of EFT A's 
Economic Committee and in discussions held be­
tween the Economic Committee and the EC Com­
mission. 

The Bank of Finland was represented on the 
consultative committee overseeing the progress of 
integration in Western Europe and related negotia­
tions by Mr Kalevi Sorsa, Member of the Board of 
Management; Mr Matti Vanhala, Member of the 
Board of Management, served as deputy member. 

The Bank of Finland was represented on the 
committee set up by the Ministry of Foreign Affi:i.irs 
to monitor the effects of integration on Finland by 
Mr Esko OlIila, Member of the Board of Manage­
ment; Mr Matti Vanhala, Member of the Board of 
Management, was the Bank's deputy member. Sev­
eral subcommittees worked under the monitoring 
committee. The Bank of Finland was represented 
on the subcommittees dealing with capital move­
ments, financial services, foreign ownership, taxa­
tion, cooperation in the compilation of statistics, 
cooperation in economic and monetary policy and 
administrative issues. 

.The possibility of closer cooperation in eco­
nomic and monetary policy between Finland and 
the EC was investigated in the course of the year. 
In keeping with an agreement reached between the 
Bank of Finland and the Committee of Governors 
ofEC Central Banks, data on Finland were included 
in the monthly report of the Committee's ·secretariat 
starting in the autumn. Bank of Finland representa­
tives had discussions with secretariat representa­
tives in connection with the monthly meetings of 
the Bank for International Settlements. 

Other international cooperation 

The Nordic Financial Commission (NFU) prepared, 
inter alia, issues dealt with at the IMF. It sought to 
agree on common positions that could serve as a 
clear basis for the stand taken by Nordic countries 
on matters handled by the Fund·s Executive Board. 
The principles and practical aspects of Nordic coor-
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dinatioB f-or the JMF .. were..explaiDed .to.representa .. 
tives of the Baltic countries on various occasions. 
Mr Matti Vanhala, Member of the Board of Manage­
ment, served as chainnan of the Commission until 
the end of the year. The International Office of the 
Central Bank Policy Department was responsible for 
the secretariat tasks. At the NFU meeting held in 
September, Mr Kjell Storvik, the Deputy-Governor 
of the central bank of Norway, was elected chairman 
of the Commission. 

Within the Organization for Economic Coop­
eration and Development (OECD), the Bank of 
Finland participated in the meeting of the Council 
at ministerial level and in the work of, inter alia, 
the Economic Policy Committee, the Committee 
on Financial Markets, the Committee on Capital 
Movements and' Invisible Transactions and their 
working parties. 

The OECD reviewed the Finnish economy in 
the summer. On the basis of this review, a country 
report prepared by the secretariat was published. 

The OECD's Economic Policy Committee fo­
cused its attention on issues concerning macroeco­
nomic development and the coordination of eco­
nomic policies. 

The Bank of Finland also. participated in 
OECD meetings of experts dealing with the eco­
nomic situation in Eastern Europe. 

The conclusion of the Uruguay Round of the 
General Agreement on Tariffs and Trade (GATT) 
was deferred several times during the year. In these 
negotiations aiming at the liberalization of interna­
tional trade and some areas of services, an agree­
ment as recommended by the negotiators was final­
ly reached in November. However, it will take time 
before the agreement reached in the negotiations is 
finally approved. 

Bank of Finland representatives participated 
in groups of experts involved in the preparatory 
work for the GATT negotiations in Finland. Mr Es­
ko Ollila, Member of the Board of Management, 
represented the Bank on the GATT trade negotia­
tions committee; Mr Matti Vanhala, Member of the 
Board of Management, served as deputy member. 

The Bank of Finland organized a number of 
training and other visits for experts from central 
banks in the transition economies (former socialist 
countries). 

YEAR BOOK 92 

PaymeBts agreemeBt terminated 

The payments agreement between Finland and Bul­
garia was terminated on 16 October 1992. Immedi­
ately after this, the effecting of clearing payments 
was discontinued, the clearing accounts were closed 
and there was a changeover to the use of convertible 
currencies in trade between the two countries. 

Finland's claims on Russia 

At the end of the year under review, Finnish banks' 
credit claims on Russia amounted to about FIM 5 
billion, Overdue principal payments on credits to­
talled about FIM 1 billion. In addition, the Finnish 
state had a special account claim of FIM 0.4 billion 
and Finnish companies had claims of about FIM 2.1 
billion consisting of arrears on cash and advance 
payments. Altogether, claims based on agreements 
with the former Soviet Union totalled about FIM 7.5 
billion. 

Negotiations on the repayment of official 
credits, ie those advanced by Finnish commercial 
banks or other financial institutions to the former 
Soviet Union and guaranteed by the state as well as 
those advanced by the state itself, take place in the 
Paris Club. All creditors can participate in these ne­
gotiations. Finland is represented in the meetings of 
the Paris Club by the Finnish Guarantee Board. 

The repayment of credits that are not guaran­
teed by the state are negotiated in the London Club. 
Thirteen creditor banks have been invited to be par­
ticipants of the consultative committee of the Lon­
don Club, which represents about 600 commercial 
banks. The committee is headed by Deutsche Bank. 
The Nordic banks are not among the participants of 
the consultative committee. In relative terms, Finn­
ish banks are the most exposed after Germany and 
Austria. The Finnish banks' claims on Russia are 
coordinated by Kansallis-Osake-Pankki. 

In December 1992, both the Paris and London 
Clubs agreed on the rescheduling of credits extend­
ed to the Soviet Union before 1991. Principal pay­
ments that were overdue or scheduled to fall due 
between 5 December 1991 and 31 March 1993 
were deferred for payment until 31 March 1993. 
Negotiations on the rescheduling of remaining 
claims are being continued. 

41 



_ .. ···· .. Management·-ut···tbe···foreign····· ......... ··Maintenance·······----............ · ... · ......... ·--··----······ .. ·· 
excbange reserves of the currency supply 

In 1992, uncertainty in both the domestic and for­
eign markets influenced the strategy employed in 
the investment of the foreign exchange reserves. 
Thus emphasis was placed on the need to secure the 
availability of reserves for intervention purposes. 

As before, the Bank. of Finland's convertible 
reserves were invested mainly in government secu­
rities, foreign currency deposits, gold and special 
drawing rights in accordance with safety and li­
quidity requirements. The gold reserves remained 
unchanged. 

The most important investment currencies 
were the US dollar, the deutschmark, the French 
franc, the pound sterling, the Dutch guilder and the 
Japanese yen. . 

Investment was focused on Europe. Invest­
ments in ECU were gradually run down because 
the liquidity of the ECU markets was expected to 
weaken as a result of the changed outlook for Eu­
ropean integration. The decision to abandon the 
markka's fixed rate against the ECU did not, as 
such, lead to changes in the management of the for­
eign exchange reserves. 

The main items of the convertible reserves at 
the end of 1991 and 1992 and changes in the course 
of the year are shown below: 

Reserves Reserves Change 
31 nee 1992 31 nee 1991 

FIM million 

Gold 2180 2180 
Special drawing rights 564 932 -368 
IMF reserve tranche 1732 1136 +597 
Convertible currencies, net 24940 29336 -4396 

Total 29416 33583 -4167 
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The amount of currency in circulation remained vir­
tually unchanged in 1992. At the end of 1992, notes 
in circulation amounted to FIM 13 209 million and 
coin in circulation to FIM 1 299 million. During the 
year, the amount of notes decreased by FIM 97 mil­
lion while the amount of coin increased by FIM 77 
million. Commemorative coins accounted for FIM 
257 million of the total coin in circulation. In rela­
tion to GDP, currency held by the public increased 
while cash held in banks' tills decreased (Chart 22). 

In November 1991, new notes were issued 
(1986 Litt. A series). About 80 per cent of the 1000 
markkaa notes in circulation had been replaced by 
Litt. A notes by the end of 1992. The correspond­
ing figures for the other notes were as follows: 85 
per cent of 500 markkaa notes, 60 per cent of 100 
markkaa notes and 75 per cent of 50 markkaa notes. 

At the end of 1993, a 10 markkaa coin will be 
introduced to replace the 10 markkaa note. At the 
same time, a new 20 markkaa ·note will be intro­
duced to avoid there being a large gap between the 
highest-denomination coin and the lowest-denomi­
nation note. The front of the new note will bear a 
portrait of the author Viino Linna. Notes in the de­
nomination of20 markkaa were used in all the bank­
note series between the 1860s and 1950s. 

With the increased use of cash dispensers and 
automated teller machines (ATMs), the shares of 
different notes in circulation have changed. The 
100 markkaa note, which is practically the only 
note used in cash dispensers and ATMs, accounted 
for 45 per cent of.the markka value of notes in cir­
culation at the end of 1992, as against 40 per cent 
at the end of 1987. Its share of the total number of 
notes in circulation also increased from. 35 to 41 
per cent in the same period. The only other note to 
increase its share is the 1000 markkaa note. 

To commemorate the 75th anniversary of 
Finnish independence, a gold coin in the denomina­
tion of 1000 markkaa and a silver coin in the de­
nomination of 100 markkaa were issued. The 1000 
markkaa coin was the first gold commemorative 
coin issued in Finland. The 1000 markkaa issue 
comprised 35 000 coins and, in contrast to normal 
pr8cti.ce, the coin was sold to the public through ad­
vance orders. 
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The .. banks' base amounts, ie the share. of their 
till-money holdings which is not financed by the 
Bank of Finland under the till-money credit agree­
ment, were increased with effect from 30 Novem­
ber by raising the combined total of base amounts 
to 20 per cent of the total amount of currency held 
by the public. In accordance with previous practice, 
the base amounts, FIM 1 791 million in all, were 
allocated to the banks in proportion to their out­
standing deposits in transactions accounts. 

On the basis of the decision made by the Par­
liamentary Supervisory Board on 25 October 1991, 
the Joensuu, Mikkeli, Pori and Rovaniemi branches 
of the Bank of Finland were closed during the first 
half of 1992. In addition, the Kotka branch will be 
closed in 1993 and the JyviiskyIa, Lahti and Vaasa 
branches in 1994. 

Toimiraha Oy estabUshed 

In October, the Bank's Board of Management decid­
ed to set up a company called Toimiraha Oy as a sub­
sidiary of Setec Oy. Toimiraha Oy was established 
with the aim of creating "an electronic purse", an 
electronic money system based on prepayment cards 
for effecting small payments. Prepayment cards are 
especially suitable for replacing the use of coins in, 
for example, telephones, parking and public trans­
portation. The function of the company will be to 
supply payment services related to prepayment cards 
and to implement a safe electronic money system in 
Finland. It is hoped that the introduction of a uni­
form system will help to avoid the costs associated 
with several incompatible and overlapping systems. 
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Economic analysis 
and research 

In monitoring economic developments, special at­
tention was paid to the problems caused by the re­
cession, such as high debt levels, falling asset val-

. ues, bankruptcies and their effects on the financial 
system. Future developments in the Bank's opera­
tional environment were assessed by means of eco­
nomic forecasts and medium-term. calculations. The 
macroeconomic model used in these forecasts and 
calculations was also developed to apply to condi­
tions of floating exchange rates. For example, the ef­
fects of fiscal measures on interest rates and foreign 
exchange rates were assessed. 

In 1992, research and analysis focused on the 
financial markets, economic policy and payment 
systems, particularly issues related to international-· 
ization and integration of markets. In research on 
financial markets,· priority was given to sectoral 
analysis, issues related to the functioning, supervi­
sion and risk monitoring of markets and the central 
bank's intervention and investment policies. In ad­
dition, studies were carried out on the banking cri­
ses in the Nordic countries and the measures taken 
by governments to solve the crises. The research 
project on the history of the Finnish financial mar­
kets was continued. Economic policy research fo-
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cused on the assessment of the objectives and ef­
fects of central bank policy and on topics related to 
indebtedness in the economy, taxation and struc­
tural adjustment needs over the next few years. In 
research on payment systems, attention was main­
ly paid to the development of the systems and the 
central bank's role in this work, as well as to the 
demand for payment instruments an4 notes and 
coin, ~ particular. 

During the year under review, a considerable 
amount of research and analysis was carried out at 
the Bank of Finland on the economies in transition 
in Central and Eastern Europe. Special emphasis 
was placed on monitoring and analyzing economic 
developments in Russia and the Baltic states as 
well as the process of change in their economic 
systems. Studies were carried out on subjects such 
as the dissolution of the Soviet Union, Russia's for­
eign trade, indebtedness, stabilization policy, pri­
vatization and financial and banking system. Stud­
ies were also made on Finland's trade with Russia 
and on the economic refonn in Czechoslovakia. 
Both weekly and monthly summaries were drawn 
up on the main events in the transition economies 
to facilitate the monitoring of the current situation 
in these countries. 

During the year, a number of visiting re­
searchers worked at the Bank of Finland. They 
came from, inter alia, the Baltic states, Central and 
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Eastern. .European .. ~ ... and ... COUDtrieS. of. the 
Commonwealth of Independent States. 

Information, publications and 
information services 

The Bank of Finland's monthly English language 
publication Bank of Finland Bulletin appeared 11 
times. The Yearbook and Finnish Bond Issues ap­
peared in the early part of the year. Three publica­
tions were issued in series A, three in series B and 
one in series C! In January, the Bank started to pub­
lish a monthly statistical review entitled Financial 
Markets in place of the former Statistics on financial 
and foreign exchange markets. The review includes 
time series and tables on, for example, daily devel­
opments in the financial markets. Forty-three papers 
appeared in the Discussion Papers series, which 
comprises research ~d analytical work done by the 
various departments of the Bank. A new puJ>lication, 
Review of Economies in Transition, prepared by the 
Bank's Unit for Eastern European Economies, ap­
peared seven times. It included studies and reports 
on developments in the countries of Central and 
Eastern Europe. 

As a result of negotiations proposed by the 
Bank of Finland, the various authorities producing 
statistical data which influence the financial mar­
kets adopted unifonn principles governing the pub­
lishing and handling of such data in their organiza­
tions. On behalf of all the authorities, Statistics Fin­
land informs the public in advance of the fonn in 
which data on key economic variables are pub­
lished as well as their date of publication. At the 
same time, the authorities specified the insider rules 
applied in the handling of the data. 

The amendment made at the beginning of 
March to the act defining the grounds on which the 
state can collect fees also enabled the Bank of Fin­
land to start charging fees for its services. Thus, for 
example, statistical services can be sold to large­
scale users and resale organizations against an an­
nual fee. The Bank of Finland entered into the first 
such sales agreements with the Research Institute 
of the Finnish Economy and Statistics Finland. 

1 A list of Bank ofFioland publications in 1992 is included 
in the Appendices. 
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Administration··amt···staff 

The organization of the Bank's senior management 
was streamlined as only five of the six posts on the 
Board of Management and one of the posts of direc­
tor were filled at the end of the year under review. 
Consequently, the overall organization was stream­
lined by bringing departments mainly under the di­
rect supervision of the members of the Board of 
Management. 

The financial markets crisis was reflected in 
the organization of the head office. A special unit 
was separated from the Financial Markets Depart­
ment to assist other authorities in the restructuring 
of financial institutions. 

The Bank's information service was also reor­
ganized at the beginning of September. The Infor­
mation Unit was separated from the former Infor­
mation Department to function directly under the 
Supervision of the governor. The other sections of 
the former Information Department continued to 
function under the new name of Publications Ser­
Vices Dep~ent. 

At the end of 1992, a total of 894 persons 
were employed by the Bank of Finland. Staff at the 
head office numbered 735 and that at the branches 
159. The total number includes 48 persons on leave 
of absence for various reasons and 77 persons on 
fixed-term contracts. In the course of the year, the 
number of persons employed by the Bank de­
creased by 15. 

In staff training, special emphasis was placed 
on training policies, management training and as­
sessment of training needs among other staff 
groups. In addition, training continued to focus on 
information technology and developing the profes­
sional skills of the Bank's economists. Expenditure 
on training accounted for 2.9 per cent of the Bank's 
total wage bill. 

Data processing 

In 1992 the main project was preparing the instal­
lation o'f the ATLAS system. The system will be 
used for handling the investment of the Bank of Fin­
land's convertible reserves, the execution of pay­
ments in foreign currencies and the effecting, regis­
tering and monitoring of the Bank's domestic money 
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- ... · .... marketeperatioos.-lBJao.uary·~the systemweBt· ... · ... ·pessibl&te redUGe the use efthe GeBtml-uDit--te--the· ..... · ............. -
live in respect of foreign exchange deals and depos- extent that no new purchases regarding the central 
its and foreign payments. unit were necessary. 

In May, the first phase of the clearing and set- The office information system. was upgraded 
tlem.ent system. for money market trades was inau- by the acquisition of new hardware and software. 
gurated at the Helsinki Money Market Center. The Most of the 195 personal computers purchased re­
wage and administration system. started to use the placed outdated equipment. 
service centre of IT-Personnel Systems Oy. Be- The focus of training in information technol­
cause the time series database used mainly by the ogy was on the use of the ATLAS system. and on 
Bank's economists was decentralized and trans- training support persons in the relevant depart­
ferred to the personal computer network, it was ments. 
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Financial Statements 
Balance sheet, FIM 

ASSETS 

Gold and foreign currency 
claims (1) 
Gold 
Special drawing rights 
IMF reserve tranche 
Convertible currencies 
Tied currencies 

Other foreign claims (1) 
Markka subscription to Finland's 
quota in the IMF 
Term credit 

Claims on financial institutions (2) 
Liquidity credits 
Certificates of deposit 
Securities with repurchase 
commitments 
Term credits 
Till-money credits 
Bonds 
Other 

Claims on the public sector (3) 
Bonds 
Loans to the Government 
Guarantee Fund 
Total coinage 

Claims on corporations (4) 
Financing of domestic 
deliveries (KTR) 
Bonds: KTR credits 
Bonds: Other 
Other 

Other assets (5) 
Loans for stabilizing 
the money market 
Accrued items 
Other 

capitalized expenditures and 
losses due to safeguarding the 
stability of the money market (6) 

Total 

48 

2 179 877 401.68 
563 785 166.54 

1 732459645.47 
25040927391.80 

- 29517049605.49 

4 463 666 904.52 
403766882.73 

1 584900000.00 
3 930 010 340.03 

4 407 845 271.56 
100000000.00 

2871 523000.00 
1462345000.00 

237 908 278.82 

1 000000000.00 
·1446494864.20 

586893562.00 
160392201.90 
500000000.00 

4867433787.25 

14594531890.41 

2 446 494 864.20 

210864254.71 1458150018.61 

9474000000.00 
1 297963685.76 

153061567.18 10925025252.94 

1 700 000 000.00 

65 508 685 418.90 

2179802017.91 
931535284.74 

1 135 846 675.93 
29381274595.27 

34014 146.20 33662472720.05 

2 259 524 222.07 
430135277.94 

9 157 106580.43 

2725101 521.48 

3527812000.00 
1 765 305 000.00 

237 900 000.00 

3094000.00 

1 372399 014.20 

878 707 053.00 
207 266 832.70 

1700000.00 

2689659500.01 

17 413 225 101.91 

1375493014.20 

200625708.81 1 288299594.51 

1 730 000 000.00 
1033769691.14 

152697278.91 2916466970.05 

59345 616 900.73 
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LIABILITIES 

Foreign currency liabilities (1) 
Convertible currencies 100 627 954.24 44983951.16 
Tied currencies 100 627 954.24 1211087.20 46195038.36 

Other foreign liabilities (1) 
IMF markka accounts 4463728887.35 2259578811.41 
Allocations of special drawing rights 1025905427.50 842729993.80 
Other 2273 950 000.00 7763584314.85 - 3102308805.21 

Notes and coin in circulation (7) 
Notes 13208702865.00 13305922567.00 
Coin 1 299 284 288.35 14 507 987 153.35 1 222 455 019.40 14528 377 586.40 

Certificates of deposit (8) 4 880 000 000.00 8 880000000.00 

Liabilities to financial 
institutions (9) 
Call money deposits 2134813756.66 2206043997.70 
Term deposits 4 700 000 000.00 
Cash reserve deposits 13164695506.00 10361028771.00 
Other - 19 999 509 262.66 358760.99 12567431529.69 

Liabilities to the public 
sector (10) 
Cheque accounts 72 208 426.01 
Deposits of the Government 
Guarantee Fund 17814366.63 
Other 90 022 792.64 3478341.84 3478341.84 

Liabilities to corporations (11) 
Deposits for investment 
and ship purchase 3 362 354 641.53 3 362 354 641.53 7 056 825 124.28 7 056 825 124.28 

Other liabilities (12) 
Accrued items 4242231865.72 1 583977117.33 
Other liabilities 156302287.97 4398534 153.69 97 882 453.24 1681859570.57 

Valuation account and 
reserves (13) 4641 948106.38 5 715 023 864.82 

Capital accounts (14) 
Primary capital 5000000000.00 5000000000.00 
Reserve fund 764 117 039.56 764117039.56 
Net earnings 5 764 117039.56 - 5 764 117 039.56 

Total 65 508 685 418.90 59345 616 900.73 
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Profit and loss account, FIM 

=:=--Caltfl!lOAeWCfedits/fiquidily credits 
Certificates of deposit 
Securities with repurchase commitments 
Net interest on forward transacti€lns 
Term credits 
Fin 'irl§,Ofdomestic d~ver~"KTR) 

_ ... :.. ".: .. ":.:: .... : .... 

Loans'to the GovernmentGuaratitee Fund 
=,~rstabiliZing the'fI!lOne,)'ifnarket 

:rip. 
Se:eur.ities 
~r6urfency claims 

~1fI11 
LoaRs under swap arrangements 
Otlier 

1i'_~(g.ense 

...... ' ....... (4) 

"".~-''') nsand fees 

50 

77 629 344.04 
925 608 584.86 
351323083.64 
911 827 702.84 

705890.41 

f~ "~7\~~ 
2Sa 437 505.69 
219097260.27 
4f551795;51 

118066433.83 
164842'4864.03 

131095025.74 

239' 126;{)88.23 
- 1937470702.00 

2873287.68 
- 1 t04 769924,85 
- 312792072.76 

3075 799 065.26 

1 897 586 323.60 

27308858.31 - 3624340 933.83 

57762879.76 
- 190 465 465.02 

2845174.71 - 251073519.49 

10175594.18 
59 666 458.54 

- 157713693.96 
72901593..80 
42354900.10 
91' oib 000.37 

- 3 875 414 453.32 

1 097 970 935.54 

69 842 052.72 

- 104399610.55 - 468439798.78 

699373189.48 
127377 120.42 

- 1768207012.83 

941 456 702.93 

185720585.40 
1006807041.74 

62SG74,956.79 
156922446Al 

t479B€Lao 

+~~i~~~~ 

l1!:l44q~tAO 
18589'44281.12 

414222537.41 2 392'6to269~93 

34 779421.65 
- 371 424185.27 

- 1 432 77l,9&l,2>1 
- 510 143:880.59 

4 691964 50B.13 

33512455,35 - 2382631873.07 

6061951-2;63 

1 394407.66 - 6lW13,920.29 

- 2 444 645 793.36 

2247318714; 77 

8456830.27 
82237696.51 90 694 526.78 

- 158254 512.64 
64 310 103.43 

~~'~~~~i~ 
- 214087957.14 - 583234446.01 

- 1 

- 645221204.46 
516820012;86 

2761" .35 
- 30.0,;00 

- 2132614007.75 
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Note issue, FIM 
Right of note issue 
Used right of note issue 
Unused right of note issue 

Markkalforelgn currency forward contracts, FIM 
(middle rate as at 31 Dec) 
Forward purchase contracts 
Forward sales contracts 

Foreign currency/foreign currency 
forward contracts, FIM 
(middle rate of currency purchased as at 31 Dec) 

Shares and other Interests, nominal value, FIM 
(Bank of Finland's holding in parentheses) 
ScopulusOy 
SpondaOy 
SolidiumOy 
SetecOy. 
Helsinki Money Market Center Ltd 
Bank for International Settlements 
Shares in housing companies 
Heal estate snares----- ...... . 
Other shares and interests 
Total 

Guarantees, FIM 
Temporary guarantee commitments in connection 
with the transfer of risk exposures from Skopbank 
Guarantees issued on behalf of 
asset management companies 
Other guarantees 
Total 

Liability arising from pension commitments, million FIM 
The Bank of Finland's pension liability 
- of which covered out of reserves 

The Bank of Finland's real estate 

29517049605.49 
13418309607.85 
16098 739 997.64 

3619050000.00 
13964781 485.27 

7 080 504 173.89 

150000000.00 
100000000.00 
40000 000.00 
40 000 000.00 
35300000.00 
58767998.07 

1284243.00 
.-.634..120.00 
1013433.50 

426 999794.57 

486884000.00 

642360000.00 

1129244000.00 

1611 
1150 

Building Address Year of completion Volume cU.m (approx.) 

Helsinki Rauhankatu 16 1883/1961 49500 
Rauhankatu 19 1954 33000 
Unioninkatu 33 1848 17500 
Snellmaninkatu 23 1896/1988 27500 
Liisankatu 14 1928 48500 
Ramsinniementie 7 1920/1983 4500 

Joensuu Torikatu34 1984 11000 
~askyla Kau~pakatu 21 1950 32000 

otka Kes uskatu 19 1910 9000 
Kuopio Kauppakatu 25-27 1912 7500 
Lahti Torikatu3 1929 36500 
Mikkeli Paivi6tikatu 15 1965 7500 
Oulu Ka/aaninkatu 8 1973 17000 
Pori Va takatu 11 1853/1913 11500 
Rovaniemi Valtakatu 10-12 1988 15500 
Taml'Jefe ..... ··HameeAkatI:I13 1.942 36.000 .. 
Turku Linnankatu 20 1914 10500 
Vaasa Kirkkopuistikko 22 1952 55500 
Vantaa Suometsantie 1 1979 311500 
Inari Saariselka 1968/1976 2000 

!
100% 
100% 
100% 
100% 
(52% 

(1,67% 

33662472720.05 
15574996360.11 
18087476359.94 

247980000.00 
8943812000.00 

4339533736.51 

150000000.00 
100000000.00 
40 000 000.00 
40000000.00 
35300000.00 
48274970.80 

1198923.00 
__ 63:412.0 0..0 
1012523.50 

416420537.30 

11883000000.00 

10890562.82 
11 893890562.82 

1525 
1150 

Helsinki, 5 February 1993 

THEBOARDOFMANAGEMENTOFTHEBANKOFF~AND 

Sirkka Hiimiiliiinen, Chainnan 

Hard Holk61 ··EskciOllila Kiilevi Sorsil Milttl Vanhiila 
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.. ··Notes-t&thefinancial···· . 
statements 

.. ..areJinkedtotheexchangerateofthespecialdraw- .........­
ing right (SDR) in accordance with the practice 

General accounting principles applied 

The Bank of Finland's balance sheet follows a sec­
toral division, depicting the financial relations 
between the central bank and foreign and domestic 
sectors. The valuation principles applied in the bal­
ance sheet are explained in the notes to the various 
items. In keeping with the Regulations for the Bank 
of Finland, fixed assets and long-term expenditure 
are entered as expenditure in full in their year of 
acquisition, and thus do not show up in the balance 
sheet. Fixed assets are described in more detail in 
the appendices to the financial statements. 

Foreign currency claims and liabilities have 
been translated into markkaa at the middle 
exchange rates as at 31 December 1992. All 
changes in the value of claims, liabilities and off­
balance sheet commitments resulting from changes 
in exchange rates have been entered in the profit 
and loss account under exchange rate gainlloss. 

In accordance with subsection 1, paragraph 2 
of section 17 of the Regulations for the Bank of 
Finland, the Parliamentary Supervisory Board con­
firms the accounting principles applied. 

Notes to the balance sheet 

1 Gold and foreign currency items 
As in previous years, gold has been entered at the 
value ofFIM 35/g in the balance sheet. At the end 
of the year, the Bank's holdings of gold totalled 
62282 kilos, with a market value ofFIM 3 497 
million. 

The item 'allocations of special drawing rights' 
under liabilities corresponds to the item 'special 
drawing rights' under foreign currency claims. 
Interest is paid on both items at a rate equivalent 
to the SDR interest rate. 

The SDR-denominated reserve tranche and 
the markka subscription together form Finland's 
quota in the IMF. The counterpart of the markka 
subscription is included in the IMF markka 
accounts under foreign liabilities. The markka sub­
scription and the corresponding markka accounts 
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applied by the IMF. In November 1992, Finland's 
quota in the IMF rose from SDR 574.9 million to 
861.8 million. 

Convertible currencies consist mainly of for­
eign securities issued or guaranteed by govern­
ments and bank deposits. The item also includes 
foreign sight accounts as well as foreign means of 
payment held by the Bank of Finland. 

Securities included under convertible foreign 
exchange reserves have been valued at the lower of 
nominal value and market value, in keeping with 
section 6 of the Regulations for the Bank of Fin­
land. 

The item 'other foreign claims' includes a term 
credit which is a claim of the Finnish government 
on the Vneshekonombank of the former Soviet 
Union. On 15 April 1992, the outstanding amount 
of this term credit was converted into US dollars. 
Repayments of this credit were deferred in accord­
ance with the international agreement concerning 
the former Soviet Union's debts. 

In 1991, tied currencies comprised the balance 
on the clearing account with Bulgaria. On 16 Octo­
ber 1992, Finland and Bulgaria decided to termi­
nate the payments agreement between the two 
countries and the clearing account was closed. 

Convertible foreign currency liabilities consist 
of convertible markka claims of international 
organizations and foreign banks on the Bank of 
Finland. In 1991, tied foreign currency liabilities 
consisted of the balance on the Soviet Union's clos-
ing account. 

The item 'other' under other foreign liabilities 
consists of currency support loans raised to 
strengthen the foreign exchange reserves. 

2 Claims on financial institutions 
On 3 July 1992, the Bank of Finland's system of call 
money deposits and credits for banks was replaced 
by a new liquidity system. Banks with access to cen­
tral bank financing can obtain liquidity credit with 
fixed maturities (for details see p. 34). 

Certificates of deposit are market-priced 
securities issued by banks. They have been valued 
at acquisition cost. This item also includes interest 
of FIM 130 million accrued on certificates of 
deposit. 
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Tilt~money credits;· which·are··usedto fimmce·the· 
banks' holdings of notes and coin, are interest-free. 

Holdings of bonds issued by banking institu­
tions consist mainly of investments. They are val­
ued at nominal value. 

3 Claims on the public sector 
Bonds comprise securities issued by local authori­
ties; they are valued at nominal value. As at 31 
December 1992, the Government Guarantee Fund 
had temporary credit of FIM 1 000 million from the 
Bank of Finland. The Government Guarantee Fund 
may have temporary credit or deposits with the Bank 
of Finland because the timing of its borrowing does 
not necessarily coincide with its support measures. 

Total coinage shows the net amount of coin 
delivered by the Mint of Finland to the Bank of 
Finland. 

4 Claims on corporations 
Credits for financing domestic deliveries have been 
granted either in the form of loans or bonds, and are 
therefore entered separately on the balance sheet. 
Bonds are valued at nominal value. KTR credits are 
backed by bank guarantees. Interest is charged at a 
rate which ranges from the base rate to the base rate 
plus 2.5 percentage points. 

Other bonds mainly consist of securities clas­
sified as investments and are valued at nominal value. 

5 Other assets 
A total ofFIM 15.6 billion of Bank of Finland 
financing was committed to the take-over of Skop­
bank and the transfer of Skopbank's risk exposures 
during autumn 1991 and spring 1992. Of this 
amount, FIM 9.5 billion still remains in the Bank of 
Finland's balance sheet in the form ofloans for sta­
bilizing the money market. Of the original amount 
of financing committed, FIM 1.8 billion has been 
recouped through income from the sale of assets, 
FIM 2.6 billion was entered as expenditure in 1991 
and FIM 1.7 billion was capitalized in the balance 
sheet to be written off in subsequent years. 

Accrued items are mainly interest receivables. 
Other assets include FIM 126 million in staffhous­
ing loans. In 1992, the interest rate applied to hous­
ing loans was equivalent to the base rate. 
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6CapitaliZett-expen4itUresantttosses 
due to safeguarding the stability 
of the money market 

The Bank of Finland can expect to recoup the losses 
due to safeguarding the stability of the money mar­
ket only within a fairly long period of time as the 
restructuring of the banking system proceeds. For 
this reason, expenditures and losses due to safe­
guarding the stability of the money market incurred 
in 1992 and possibly incurred in the future are 
entered as a separate item in the balance sheet and 
they will be written off in subsequent years. 

7 Notes and coin in circulation 
Notes and coin in circulation consists of notes and 
coin held by the public and banking institutions. 

8 Certificates of deposit (CDs) 
Certificates of deposit issued by the Bank of Finland 
are valued at nominal value. The difference between 
the nominal value and the issue price has been 
entered under accrued items and is allocated to inter­
est expense over the maturity of the instrument. 

9 Liabilities to financial institutions 
Call money deposits constitute the credit balances 
on cheque accounts held by banking institutions 
entitled to central bank financing. 

At the end of 1992, cash reserve deposits 
amounted to 5.5 per cent of the cash reserve base. 
The interest rate on cash reserve deposits at the end 
of the year was equivalent to 3-month HELIBOR 
less two percentage points, but not less than 8 per 
cent. 

10 Liabilities to the public sector 
This item comprises the Government Guarantee 
Fund's cheque account and deposit accounts at the 
Bank of Finland. 

11 Liabilities to corporations 
Deposits for investment and ship purchase comprise 
statutory deposits made with the Bank of Finland by 
companies which have made an investment or ship 
purchase reserve. The deposits are interest-bearing, 
and the rate of interest is determined on the basis of 
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the··dat.e··the··deposit·was··made··and··the·period·during·· 
which the reserve is used. Interest is paid at a rate 
which ranges from 3 per cent to the base rate less 
2.5 percentage points. 

12 Other liabilities 
Accrued items consist mainly of accrued interest 
payable. 

Other liabilities include FIM 9 million of 
notes in circulation in the old denomination. 

13 Valuation account and reserves 
In previous years, the valuation account and the 
Bank's reserves were augmented in order to safe­
guard the real value of the capital accounts and to 
cover risks associated with foreign currency claims 
and safeguarding the stability of the money market. 
In the financial statements for 1992, the reserves 
were run down by FIM 941 million. 

The Bank of Finland's pension liabilities total 
FIM 1 611 million; 71.4 per cent of this amount is 
covered by the reserve. 

In keeping with the Regulations for the Bank, 
foreign securities included in the convertible for­
eign exchange reserves have been valued at nomi­
nal value in the balance sheet, if this is lower than 
acquisition cost or market value. The difference 
between the nominal value and "lowest value", the 
accounting principle applied in the profit and loss 
account, has been entered in the valuation account 
as a deduction. 

14 Capital accounts 
The Bank's capital accounts were unchanged in 1992. 

Primary capital 
Reserve fund 
Net earnings 

Total 
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31 Dec 1992 31 Dec 1991 Change 

FIM million 

5000 5000 
764 764 

5764 5764 

Notest~theprofitandloss account 

1 Domestic interest income 
Domestic interest income increased by FIM 776 
million on the previous year. Net interest income on 
forward exchange transactions totalled FIM 912 
million. Interest income on call money credits 
amounted to FIM 78 million, that on certificates of 
deposits to FIM 926 million and that on securities 
with repurchase commitments to FIM 351 million. 
Interest paid on short-term credit by the Government 
Guarantee Fund amounted to FIM 282 million. 

2 Foreign interest income 
In 1992, foreign interest income amounted to FIM 
1 898 million. This represented a decrease ofFIM 
495 million on the previous year. 

3 Domestic interest expense 
Interest expense on domestic liabilities increased by 
FIM 1 241 million. There were Bank of Finland CDs 
outstanding throughout the accounting period; they 
gave rise to interest expense ofFIM 1 937 million, 
which is FIM 1 566 million more than in the previ­
ous year. 

4 Interest margin 
The interest margin amounted to FIM 1 098 million, 
or FIM 1 149 million less than in 1991. 

5 Other income 
Other income totalled FIM 70 million. The item 
includes FIM 36 million in rental income. 

6 Other expense 
The Bank's total wage bill remained at the 1991 
level. Social security costs include FIM 56 million 
in pension payments. 

In keeping with the Regulations for the Bank 
of Finland, fixed assets and long-term expenditure 
are entered as expense under depreciation in the 
year they were incurred to the Bank. Thus depre­
ciation includes all acquisitions of fixed assets and 
other long-term expenses for the accounting year. 
Renovation of buildings accounted for FIM 57 mil-
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lion ofdepr-ooiation and machinery and equipment 
for FIM 18 million. 

7 Costs due to safeguarding the stability 
of the money market 

In the financial statements for 1991, the costs due to 
safeguarding the stability of the money market arose 
from the measures taken to restructure Skopbank 
and the transfer of Skopbank's risk exposures to 
asset management companies owned by the Bank of 
Finland. Expenditures and losses incurred in 1992, 
totalling FIM 1.7 billion, were entered in the balance 
sheet and will be written off in subsequent years. 

8 Valuation gainlloss on foreign securities 
Valuation gain/loss on foreign securities includes 
exchange rate gains and losses realized on sales of 
securities and differences between the lower of 
acquisition cost and market value of securities in 
the portfolio. 
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9 Exchange rate gain/loss" 
Exchange rate gainlloss includes all net changes in 
the value of claims, liabilities and off-balance sheet 
commitments resulting from exchange rate changes 
as well as net earnings from foreign exchange deal­
ings. In 1992, the Bank recorded an exchange rate 
loss ofFIM 1 768 million. 

10 Changes in reserves 
The reserves in accordance with section 30 of the 
Regulations for the Bank of Finland were run down 
by FIM 941 million. The pension reserve was 
unchanged. 

11 Result for the accounting year 
A result of zero markkaa was shown for the account­
ingperiod. 
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Auditors'report 

We, the Auditors ~lected by Parliament, have audited the accounts, including the financial 
statements, and the management of the Bank of Finland for 1992 to the extent required by 
good auditing practice. 

In the course of the accounting year, the Internal Audit Department of the Bank of 
Finland has carried out the audit of the Bank's accounting and operations. We have exam­
ined the reports issued on the internal audit at the Bank. 

We have read the Report on Activities of the Bank of Finland, and the Board of Man­
agement has provided us with information on the Bank's operations. 

As a result of measures taken in the course of the accounting year to safeguard the 
stability of the Finnish banking system, particularly large expenses were incurred to the 
Bank of Finland and to society. 

The financial statements of the Bank of Finland have been prepared in keeping with 
the principles on closing the accounts confirmed by the Parliamentary Supervisory Board 
and the Regulations for the Bank of Finland. 

On the basis of the above and in the absence of any further comments raised by the 
audit, we propose that the profit and loss account and the balance sheet be confirmed and 
the Board of Management discharged from liability for the accounting year audited by us. 

Helsinki,l1 February 1993 

AUDITORS OF THE BANK OF FINLAND 

Kauko Heikkinen 

Olavi Ala-Nissila 
Authorized Public Accountant 

Paavo Lipponen 

Atja Alho 

Ben Zyskowicz 

.I. Kalervo Virtanen 
Authorized Public Accountant 
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Appendices 



Mo-netary-amHoreignexehaBge policy measures in 1992 

January 

March 

April 

May 
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Cash reserve requirement 

The Bank of Finland lowered the banks' cash reserve requirement from 4.0 per 
cent to 3.7 per cent of the cash reserve base at end-December 1991. 

Bank support 

In March, the Government working group on banking published a report which 
included a comprehensive package of measures for supporting the banking sec­
tor. The Government offered to make available a total of FIM 8 billion for in­
vestment in the banks' capital. In addition, a proposal was made for the estab­
lishment of the Government Guarantee Fund. As part of the support package, 
the Parliamentary Supervisory Board decided to raise the Bank of Finland's 
base rate by one percentage point to 9.5 per cent with effect from 1 May. The 
financial support package also included the decision to raise the rate of interest 
payable on the banks' cash reserve deposits at the Bank of Finland by one per­
centage point with effect from 1 April. 

Interest on cash reserve deposits 

The Parliamentary Supervisory Board raised the rate of interest payable on the 
banks' cash reserve deposits at the Bank of Finland by one percentage point 
with effect from 1 April. The new rate was 3-month HELIBOR less two per­
centage points, not however less than 8 per cent. 

Call money credit rate 

The Parliamentary Supervisory Board extends the powers of the Bank of Fin­
land to set interest rates. The maximum call money credit rate was raised from 
50 per cent to 80 per cent. 

The Government Guarantee Fund 

The law establishing the Government Guarantee Fund entered into force on 30 
April. The function ofthe Fund was to help ensure the stability of deposit bank­
ing and secure depositors' claims. The Fund was authorized to use up to FIM 
20 billion for these purposes. Decisions on possible support measures were to 
be taken by representatives ofthe Ministry of Finance, the Banking Supervision 
Office and the Bank of Finland in the section of the Fund's board. 

Base rate 

The Bank of Finland's base rate was raised by one percentage point to 9.5 per 
cent with effect from 1 May. As a result of this decision, the banks were allowed 
to raise low-rate loans tied to the base rate by one percentage point, but the 
Bank of Finland requested that the rise should not be applied to rates that were 
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June 

July 

August 
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already 12 per cent or more. Owing to an amendmenttothelawon the tax relief 
of deposits and bonds. the rise in the base rate did not apply to interest rates 
on tax-exempt deposits. The maximum tax-exempt interest rate payable on de­
posits in transactions accounts was set at 4.5 per cent and was decoupled from 
the base rate. 

Government Guarantee Fund new owner ofSkopbank 

On 12 June, the Parliamentary Supervisory Board approved a deal whereby 
Scopulus ay, owned by the Bank of Finland, sold its holdings of Skopbank 
shares and preferred capital certificates to the Government Guarantee Fund. 

Government offer of capital to banks 

Based on the decision by the Government in March to make available FIM 8 
billion for investment in banks' core capital, the Government made a formal of­
fer of investment to the banks on 17 June. Capital was to be offered to Finnish 
deposit banks according to their size, as measured by risk-weighted assets and 
off-balance-sheet commitments calculated according to BIS standards. The 
capital was to be available at two dates, either in August or in December, de­
pending on the preference of the bank. 

Government Guarantee Fund support for the Savings Bank of Finland 

On 26 June, the Government Guarantee Fund decided to grant capital support 
amounting to FIM 5.5 billion and a guarantee ofFIM 1.7 billion to the Savings 
Bank of Finland. The latter was established in autumn 1992 by merging 41 
savings banks. 

Revision of the system for regulating bank liquidity 

The Bank of Finland decided to replace the existing call money facility by a 
new system for regulating the supply of bank liquidity with effect from 3 July. 
The new system differs from that applied previously in that deposit and bor­
rowing rates are now closer to market interest rates and move in line with 
changes in market rates. In addition, the Bank of Finland may, at its discretion, 
extend the maturity of liquidity credit from one day up to four weeks. 

Strengthened cooperation between the central banks of Finland 
and the EC countries 

The central banks of the European Communities and the Bank of Finland de­
cided, on 15 July, to strengthen their monetary cooperation. The primary means 
of cooperation is a network of credits available whenever necessary to support 
the foreign exchange reserves. 

Government offer of capital 

Fifty-three savings banks and four commercial banks (Kansallis-Osake-Pankki, 
Postipankki, Skopbank and STS-Bank) accepted, by 14 August, the offer 
of capital made by the Government. The total amount of capital raised was 
FIM 4.6 billion. 
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September 

October 

November 
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FIoating·oftlle·markka· 

On 8 September, the Bank of Finland decided to temporarily abandon the limits 
of the fluctuation range set for the external value of the markka because of the 
heavy pressure against the currency in the foreign exchange market. The deci­
sion was taken with the consent of the Government in accordance with the Cur­
rency Act. 

Tax-exempt deposits 

The law on the tax relief of deposits and bonds was amended to grant tax­
exempt status to 36-month deposits providing the interest rate on them is not 
more than the Bank of Finland's base rate less one percentage point and they 
are made between 1 September 1992 and 31 December 1993. At the same time, 
the tax-exempt status of 24-month deposits was extended to apply to deposits 
made up to the end of 1994. 

Cash reserve requirement 

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

Termination of payments agreement 

The payments agreement between Finland and Bulgaria was terminated on 16 
October. Immediately after this, the effecting of clearing payments was discon­
tinued, the clearing accounts were closed and there was a changeover to the use 
of convertible currencies in the trade between the two countries. 

Amendment to the Currency Act 

On 13 November, section 2 of the Currency Act was amended so as to enable 
the Government, on the basis of a proposal by the Bank of Finland, to authorize 
the Bank to abandon the limits on the markka's range of fluctuation for an un­
specified period. In addition, the Government can cancel such authorization, 
after taking into consideration the conditions prevailing in the money and for­
eign exchange markets. Prior to making the decision, the Government must re­
quest the opinion of the Bank of Finland on the matter. 

Decision to continue the floating of the markka 

On 13 November, the Government, in accordance with the amendment to the 
Currency Act, decided to authorize the Bank of Finland to continue the floating 
of the markka. 

Letter of intent between the Government Guarantee Fund and KansaIIis­
Osake-Pankki 

On 24 November, Kansallis-Osake-Pankki bought the majority shareholding in 
STS-Bank Ltd from the STS Foundation. On the same date, the Government 
Guarantee Fund and Kansallis-Osake-Pankki signed a letter of intent on the es­
tablishment of an asset management company ("bad bank") for the manage­
ment of STS-Bank's bad loans. The agreement was conditional on the Act on 
the Government Guarantee Fund being amended to permit the establishment of 
such a company. 
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Cashresene requirement 
The Bank of Finland raised the banks' cash reserve requirement from 4.0 per 
cent to 4.5 per cent of the cash reserve base at end-October. 

m-money credits 

The Bank of Finland revised the base amounts, the share of banks' till money 
holdings which are not financed by the Bank of Finland under the till-money 
credit arrangement. The combined total of base amounts was raised to 20 per 
cent of currency in circulation with the public. The combined total of the banks' 
base amounts rose by FIM 597 million and amounted to FIM 1 791 million as 
from 30 November. 

The investment reserve scheme: use and release of reserves 

On 26 November, the Government decided to allow companies to use invest­
ment reserves set up by them in respect of profits for accounting periods end­
ing in 1991 as from 1 January 1993. The released reserves are to be used by 
the end of 1997. Under the Amendment to the Investment Reserve Act (1366/ 
1991 ), new investment reserves could no longer be made for accounting periods 
ending in 1992. 

Government offer of capital to banks 

Two commercial banks (Union Bank of Finland and Okobank), 14 savings 
banks and 57 cooperative banks accepted, by 16 December, the offer of capital 
made by the Government. The total amount of capital raised in this context was 
FIM 3.3 billion. 

Government Gnarantee Fund support for Skopbaok and the Savings Bank 
of Finland 

The Government Guarantee Fund decided, on 22 December, to grant capital 
support amounting to FIM 1.5 billion to Skopbank and, on 30 December, to 
grant capital support totalling FIM 4.7 billion to the Savings Bank of Finland. 

Cash reserve requirement 

The Bank of Finland raised the banks' cash reserve requirement from 4.5 per 
cent to 5.0 per cent of the cash reserve base at end-November. 

The following decisions entered into force on 1 January 1993: 

Basente 

The Bank of Finland's base rate was lowered by one percentage point to 8.5 
percent on I January 1993. 
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Interest-oo-ashreserve deposits 

The Bank of Finland lowered the rate of interest payable on the banks' cash reserve de­
posits at the Bank of Finland by one percentage point with effect from 1 January 1993. 
The new rate was 3-month HELIBOR less three percentage points, not however less than 
8 percent. 

Swap agreement between the Nordic central banks 

The Nordic central banks decided to revise and substantially enlarge their agreement on 
short-term currency support, which had been in force since 1 January 1984. The revised 
agreement entered into force on 1 January 1993 for an indefinite period. 

Liberalization of foreign ownership 

New legislation on foreign ownership of Finnish companies entered into force on 1 Janu­
ary 1993. The 1939 Restriction Act was repealed at the end of 1992, whereby the restric­
tions on foreign ownership of Finnish companies were rescinded. In addition, the acqui­
sition of real estate by foreigners was eased significantly. 
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Main statements issued by the Bank of Finland in 1992 

Statements concerning the development of financial markets 

Statement given to the Ministry of Finance concerning the memorandum of the 
working group on the bond market, 29 January. 

Statement given to the Ministry of Finance concerning the report of the 
committee on financial conglomerates, 5 February. 

Statement given to the Ministry of Finance concerning a memorandum of the 
working group of experts on the development of capital and corporate 
taxation, 10 February. 

Statement given to the Ministry of Social Affairs and Health concerning 
memorandums I and II of the EEA working group on insurance legislation 
and the memorandum of the EEA working group on insurance association 
legislation, 4 March. 

Statement given to the Ministry of Finance concerning the report of the 
committee on securities markets, "Securities market legislation in an 
integrating Europe", 18 March. 

Statement to the Ministry of Finance concerning the rules and regulations and 
clearing and settlement regulations for the Helsinki Stock Exchange, 
18 March. 

Statement given to the Ministry of Social Affairs and Health concerning the 
memorandum of the EEA working group on the activities of foreign 
insurance companies in Finland, 25 March. 

Statement given to the Ministry of Social Affairs and Health concerning the 
report of the committee on employment pension funds, 8 May. 

Statement given to the Ministry of Finance concerning the memorandum of the 
working group on the law on the conversion of debts, 8 May. 

Statement given to the Ministry of Finance concerning the report of the 
commission of review on financial markets legislation, 15 May. 

Statement given to the Ministry of Finance concerning the memorandum of the 
working group on marketplaces, 14 August. 

Statement given to the Ministry of Justice on sub-report II of the committee on 
consumer credit law, 14 September. 

Statement to the Ministry of Finance concerning the memorandum of the 
working group on financial supervision, 28 October. 

Statement to the Ministry of Finance concerning the memorandum of the 
working group on the Currency Act, 6 November. 

Statements concerning the support of the banking system 
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Statement to the Ministry of Finance concerning a question by Mr Hannu 
Suhonen, MP, in regard to the ownership of Skopbank, 7 January. 

Statement given to the Ministry of Finance concerning the memorandum of the 
working group on guarantee funds, 19 February. 

Statement given to the Ministry of Finance concerning a question by Mr Sulo 
Aittoniemi, MP, concerning the takeover of Skopbank, 6 March. 

Statement given to the Parliamentary Ombudsman concerning a complaint 
lodged by A. Ahlstrom Osakeyhtio in regard to the ownership of 
Oy TampeUa Ab, 19 March. 
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.Statement .. given.tothe.Parliamentary.Ombudsmanconceming-acomplaint. 
lodged by Reino Lehtonen in regard to the takeover of Skopbank, 10 April. 

Statement given to the Ministry of Trade and Industry concerning the report of 
the committee on central government financial aid in the light of EEA 
competition law, 8 June. 

Statements given to the Government Guarantee Fund concerning bank support, 
26 June, 11 November, 7 December and 30 December. 

Statement given to the Ministry of Finance concerning the Government's 
proposal for amending the Act on the Government Guarantee Fund, 
31 December. 

Statements concerning interest subsidies 

Other statements 
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Statement given to the Ministry of Education concerning the maximum interest 
rate on student loans, 27 March. 

Statement given to the Ministry of the Environment concerning the maximum 
interest rate on rental-housing loans, 8 July. 

Statement given to the Ministry of the Environment concerning loans and 
interest subsidies to be granted in respect of certain heating plant projects, 
10 November. 

Statement given to the Ministry of Finance concerning the reorganization of the 
Mint of Finland as a company, 21 February. 

Statement given to the Ministry of Finance concerning a question by 
Ms Marjatta Vehkaoja, MP, in regard to the reasons for the closing of 
the Bank of Finland's Vaasa branch, 7 April. 

Statement given to the Ministry of Trade and Industry concerning the report of 
the committee for the development of the auditing system, 15 June. 

Statement given to the Ministry of Justice concern.ing the report of the 
committee on public disclosure, 15 September. 

Statement given to the Ministry of Finance concerning a question by Mr Sulo 
Aittoniemi, MP, regarding an easing in monetary conditions by increasing 
the currency supply, 18 September. 

Statement given to the Chancellor of Justice concerning the striking of a gold 
coin in commemoration of the 75th anniversary of Finland's independence, 
22 September. 

Statement given to the National Board of Customs concerning the exchange rate 
applicable in determining customs value, 29 September; addendum 
30 September. 

Statement given to the Union Bank of Finland concerning interest on loans to 
prime customers, 16 October. 

Statement given to the Ministry of Trade and Industry concerning a Government 
proposal regarding the disclosure obligations of certain public companies 
and institutions, 20 October. 

Statement given to the Ministry of Finance concerning a question by Mr Sulo 
Aittoniemi, MP, regarding the improvement of the economic situation, 
20 October. 
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Tables 

Discrepancies between constituent figures and totals are due to rounding. 
o less than halfthe final digit shown 

logically impossible 
data not available 
nil 



Ta-blel. 

The monthly balance sheet of the Bank of Finland in 1992, million FIM 

ASSETS 

Gold and foreign currency claims 

Gold 

Special drawing rights 

IMF reserve tranche 

Convertible currencies 

Tied currencies 

Other foreign claims 

Markka subscription to Finland's quota in the IMF 

Term credit 

Claims on financial institutions 

Liquidity credits1 

Certificates of deposit 
Securities with repurchase commitments 

Term credits 

Till-money credits 

Bonds 

Other 

Claims on the public sector 

Bonds 

Loans to the Government Guarantee Fund 

Total coinage 

Claims on corporations 

Financing of domestic deliveries (KTR) 

Bonds: KTR credits 

Bonds: Other 

Other 

Other assets 
. ·CoaI'iSfo(sfabitizihg the mOheymatket· 

Accrued items 

66 

Other 

Capitalized expenditures and losses due to 
safeguarding the stability of the money market 

Total 

1 Call money credits prior to 3 July 1992 

34027 
2180 

946 
1234 

29637 
31 

2593 
2203 

391 

12894 
3 

6014 
1122 

3806 
1710 

238 

1379 
3 

1376 

1256 
852 
201 

2 
201 

4767 
. 4613 

154 

56916 

34486 33183 
2180 2180 
1070 1 198 
1232 1201 

29976 28580 
28 25 

2623 2593 
2225 2246 

398 347 

9267 8968 
479 13 

2058 2097 
924 1 411 

3869 3521 
1698 1688 

238 238 

1382 1383 
3 3 

1379 1380 

1233 1197 
829 799 
201 196 

2 2 
201 201 

7460 11606 
7307 11457 

153 149 

56451 58931 
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27688 32072 31163 31484 23121 27023 34221 38152 29517 
2180 2180 2180 2180 2180 2180 2180 2180 2180 
1199 1045 1007 942 861 1001 1025 552 564 
1242 1235 1200 1280 1195 1328 1360 1908 1732 

23045 27593 26762 27074 18885 22515 29656 33512 25041 

22 18 14 8 0 - - - -

2546 2639 2621 2525 2565 2678 2702 4210 4867 
2205 2309 2309 2212 2266 2330 2330 3814 4464 

341 330 312 312 299 348 373 396 404 

17122 14195 15747 19778 21244 19924 11565 15642 14595 
0 0 3 - 1 1360 863 1914 1585 

6242 4001 4889 10967 15914 13354 4410 5790 3930 
5064 4561 5491 3337 - - 1 110 3421 4408 

- - - - - - - - 100 
3917 3709 3483 3654 3534 3450 3432 2778 2872 

1661 1686 1642 1581 1557 1521 1512 1502 1462 
238 238 240 238 238 238 238 238 238 

1387 1397 2920 2904 4404 8480 8507 1466 2446 
3 6 19 3 3 28 27 - -
- - 1500 1500 3000 7052 7052 - 1000 

1384 1391 1401 1401 1401 1400 1428 1466 1446 

1180 1659 1616 1595 1572 1544 1518 1499 1458 
772 755 720 704 683 660 636 620 587 
195 191 184 178 178 172 171 167 160 

2 502 501 501 500 500 500 500 500 
211 211 211 211 211 211 211 211 211 

13131 13054 9804 9804 9804 9804 9723 9724 10925 
12982 12904-- - 9"tJ54 9-654- -- --9-654- -9--654 9-&74- 9574 9474 

- - - - - - - - 1298 
149 150 150 150 150 150 149 150 153 

- - - - - - - - 1700 

63054 65016 63871 68090 62710 69452 68237 70692 65509 

- -- - -- - . __ ... _ ..... _._- --_ ........ 
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Table 1., (cont.) 

LIABILITIES 

Foreign currency liabilities 126 143 59 

Convertible currencies 125 142 58 
Tied currencies 1 

Other foreign liabilities 3075 3113 3125 

IMF markka accounts 2203 2225 2246 
Allocations of special drawing rights 872 887 879 
Other 

Notes and coin in circulation 13323 13271 14243 

NQt~$ ... ....12.128 .... J20Zl. 13Q~ __ . 
Coin 1195 1195 1203 

Certificates of deposit 10640 11110 13030 

liabilities to financial institutions 10582 9902 10016 

Call money deposits 654 11 232 
Term deposits 
Cash reserve deposits 9928 9891 9783 
Other 

Liabilities to the public sector 4 4 4 

Cheque accounts 
Deposits of the Government Guarantee Fund 
Other 4 4 4 

Liabilities to corporations 6177 5738 5490 

Deposits for investment and ship purchase 6177 5738 5490 

Other liabilities 98 99 100 

Accrued items 
Other 98 99 100 

Valuation account and reserves 7126 7307 7099 

Capital accounts 5764 5764 5764 

Primary capital 5000 5000 5000 
Reserve fund 764 764 764 
Net earnings 

Total 56916 56451 58931 
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66 47 38 41 55 53 46 38 101 
64 46 38 41 55 45 46 38 101 

1 1 - - - 7 - - -

3086 3184 3159 3051 5014 13884 14499 7068 7764 
2205 2309 2309 2212 2266 2330 2330 3814 4464 

880 875 850 838 818 951 974 1005 1026 
- - - - 1930 10603 11 195 2250 2274 

13822 13787 13896 13790 13562 13459 13493 14062 14508 
12603 12569 12669 12561 12341 12242 12278 12779 13209 ........... -..... ~ ........... - ......• -_._-_._-_ ... ···1229·· 1219 1217 1227 1221·· ·f2n- . ·······-1"214 - ---'-"2"82 ·······f"299" 

16450 20600 21790 19350 6930 13720 12540 14885 4880 

11853 10601 9928 17320 23179 11934 11505 11941 20000 
1997 750 155 7507 13406 2171 1082 39 2135 

- - - - - - - - 4700 
9856 9851 9773 9812 9772 9762 10421 11900 13165 

0 1 0 1 1 1 2 3 -

4 4 4 4 4 38 51 6173 90 
- - - - - 35 2 2 72 
- - - - - - - 6171 18 
4 4 4 4 4 3 48 - -

4726 4488 4734 4563 4238 4123 4026 3949 3362 
4726 4488 4734 4563 4238 4123 4026 3949 3362 

96 127 244 236 242 345 402 258 4399 
- - - - - - - - 4242 

96 127 244 236 242 345 402 258 156 

7187 6413 4314 3970 3723 6132 5911 6556 4642 

5764 5764 5764 5764 5764 5764 5764 5764 5764 

5000 5000 5000 5000 5000 5000 5000 5000 5000 
764 764 764 764 764 764 764 764 764 

- - - - - - - - -
63054 65016 63871 68090 62710 69452 68237 70692 65509 

- - -- - --_."--- -- _ . . "--".-- -_ ........ 
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Table2~ 

Convertible and tied foreign 
exchange reserves, million FIM 

1988 1989 1990 

Gold 2128 2179 2180 
Special drawing rights 1120 966 791 
IMF reserve tranche 940 950 783 
Convertible currencies 

Claims 24492 18822 33478 
Liabilities -119 -42 -27 

Convertible foreign 
exchange reserves 28561 22875 37205 

1991 1992 

2180 2180 
932 564 

1136 1732 

29381 25041 
-45 -101 

33583 29416 

Tied currencies ....... Clalms"-" . .... ······1"073'---- 9i- -'-75 "'34' ...... . 
Liabilities 

Tied foreign exchange 
reserves 

Table 4. 

Weights of the ECU 
DEM FRF 

1991 
June 30.4 19.1 
July 30.4 19.1 
August 30.4 19.1 
September 30.5 19.1 
October 30.5 19.1 
November 30.6 19.1 
December 30.6 19.1 

1992 
Jalluary ......... -"'30;6 ···t9;2 
February 30.5 19.1 
March 30.5 19.2 
April 30.5 19.2 
May 30.4 19.3 
June 30.4 19.3 
July 30.6 19.3 
August 30.7 19.3 
September 31.1 19.5 
October 31.8 20.0 
·Nevembef .... ·3-1-,7 ... - --2EW 
December 31.9 19.9 

70 

-128 -656 -957 -1 

945 -563 -881 33 

GBP ITL NLG BEF 

12.6 9.9 9.5 8.1 
12.6 9.9 9.5 8.1 
12.6 9.9 9.5 8.1 
12.5 9.9 9.5 8.1 
12.5 9.9 9.5 8.1 
12.4 9.9 9.6 8.2 
12.3 9.9 9.6 8.2 

·····t2:3 .......--g~9'. ........ 9':6 .. ··········B~ 
12.4 9.9 9.6 8.2 
12.3 9.9 9.6 8.2 
12.4 9.9 9.5 8.1 
12.6 9.8 9.5 8.1 
12.5 9.8 9.5 8.1 
12.3 9.8 9.5 8.2 
12.2 9.8 9.6 8.2 
11.8 9.4 9.7 8.3 
11.0 8.7 10.0 8.5 

- .......... 1-&.8- ........ .9;(}. 9:9- ...&.5 
11.0 8.7 10.0 8.5 

··Table3; 

Markka's exchange rate 
against the ECU and the Bank 
of Finland's currency index1• 2 

1988 
1989 
1990 
1991 
1992 

1992 
January 
February 
March 
April 

'-May""'-
June 
July 
August 
September 
October 
November 
December 

Markka's 
exchange rate 

against the ECU 

4.96108 
4.73670 
4.85697 
5.00580 
5.80140 

5.55238 
5.58207 
5.57515 
5.58563 

5.58600 
5.58744 
5.58723 
6.13433 
6.22713 
6.25533 
6.36242 

The Bank cif Finland's 
trade-weighted 
currency index, 

1982=100 

102.0 
98.4 
97.3 

101.4 
116.4 

112.1 
112.9 
112.9 
112.9 

·····"'112.7 
112.6 
111.9 
111.5 
122.6 
124.6 
125.2 
125.0 

1 Prior to the pegging of the markka to the ECU 
on 7 June 1991, the external value of the mark­
ka was expressed in terms of a currency index. 

2 Daily averages 

ESP DKK IEP PTE GRD 

5.4 2.5 1.1 0.8 0.7 
5.4 2.5 1.1 0.8 0.6 
5.4 2.5 1.1 0.8 0.6 
5.4 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 

·······'0:3 ....... ········Z;5 ... - 1;1 ........ 
······O~8 ...... 0:0 

5.4 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.4 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.3 2.5 1.1 0.8 0.6 
5.1 2.6 1.1 0.8 0.6 
4.9 2.6 1.2 0.8 0.6 

·············4:9- ........ ....... 2:6 ········'1-;2 0;8 "'-{H) 

4.9 2.6 1.2 0.8 0.6 
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TableS. 

Banks' call money position!·2 
at the Bank of Finland, million FIM 

1988 
1989 
1990 
1991 
1992 

1992 
January 
February 
March 
April 
May 
JUfle 
July 
August 
September 
October 
November 
December 

Call money 
deposits 

621 
416 
806 
881 

2103 

822 
572 
327 

1008 
486 
71-5 

3540 
8895 
3974 
2191 
1512 
1193 

Uquidity 
credits 

127 
369 
132 
985 
437 

Uquidity 
position 

494 
47 

674 
-103 
1666 

63 759 
42 530 

102 225 
1323 -315 

141 345 
--45 .... --~ 

26 3514 
o 8894 

1687 2287 
876 1314 
296 1215 
640 553 

1 Banks' call money position prior to 3 July 1992. 

2 Daily averages 

Table? 

Rates of interest applied by 
the Bank of Finland, per cent 

Base rate The Bank 01 Rnland's call money rates 
Effective Effective Call money credit rate Call 

Ordinary 
money 

Penalty depos' 
rate 01 rate rate 
interest 

1.11.1979 8.50 9.12.1986 12.0 9.0 
1.2.1980 9.25 26.1.1987 11.9 9.0 
1.6.1982 8.50 2.2.1987 11.8 9.0 
1.7.1983 9.50 13.2.1987 11.7 8.5 
1.2.1985 9.00 20.2.1987 11.6 8.0 
1.1.1988· ···8:50 ···Z4.2:1"987 11:6 19:0 ··8:0 
1.3.1986 8.00 5.3.1987 11.5 19.0 7.5 

19.5.1986 7.00 17.3.1987 11.4 19.0 7.5 
16.5.1988 8.00 2.4.1987 11.2 19.0 7.5 
1.1.1989 7.50 29.4.1987 11.0 19.0 7.5 

1.11.1989 8.50 6.10.1988 13.0 19.0 4.0 
1.5.1992 9.50 16.6.1989 15.0 4.0 
1.1.1993 8.50 6.11.1989 15.0 30.0 4.0 

23.10.1991 15.0 - 4.0 
12.11.1991 15.0 30.0 4.0 
14.11.1991 20.0 40.0 4.0 

··21.11.1-~1 
-2.7.1992 15.0 30.0 4.0 
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Tab~e6. .. .......... ...............---------

The Bank of Finland's 
cash reserve arrangement 

1988 
1989' 
1990 
1991 
1992 

1992 
January 
February 
March 
April 
May 

.. Jur:le--..... 
July 
August 
September 
October 
November 
December 

~postt 
reqUirement, 

% 

7.6 
9.1 
7.0 
4.0 
5.0 

Deposits 
at the end 
01 period. 
mill.FIM 

19039 
25506 
17401 
10361 
13165 

Average 
rate of 

interest on 
deposits, % 

7.38 
7.00 
8.73 

10.11 
11.00 

3.7 9928 9.26 
3.7 9891 8.75 
3.7 9 783 9.38 
3.7 9856 12.19 
3.7 9851 11.75 

.. .. ..-3.1-- ...........--9IZ3- .. .. ...._l1ht 
3.7 9812 11.92 
3.7 9772 13.09 
3.7 9762 14.43 
4.0 10421 11.38 
4.5 11 900 9.47 
5.0 13165 8.66 

1 Data for 1989 include the additional deposit requirement 
then in force, ie 1.1 percentage points, and non-interest­
bearing, additional deposits of FIM 3 159 million. 

Table 8. 

The Bank of Finland's liquidity facility! 

The Bank 01 Uquidity Call money Uquidity 
Finland's credit: deposits: credtt: 
tender interest interest maturity, 

rate rate rate days 
margin, margin. 
%-points %-points 

1992 
July 13.37 +1.00 -1.00 7 
August 15.84 +1.00 -2.00 14 
September 18.15 +1.00 -5.00 14 
October ····13-:69 ..... +1:00 -3:00 7 
November 11.03 +1.00 -3.00 7 
December 10.69 +1.00 -3.00 7 

1 The monthly values for the tender rate are the arithmeti­
cal means of the values for calendar days. The monthly 
values-forinterestrate-marginsand maturity are the last 
values recorded in each month. 
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Table 9; 

Domestic interest rates!, per cent 

HELlBOR 

i-month 2-month 3-month 6-month 
1988 9.77 9.87 9.97 10.16 
1989 12.32 12.45 12.53 12.61 
1990 13.63 13.82 13.99 14.16 
1991 13.64 13.25 13.07 12.69 
1992 13.49 13.30 13.27 13.08 

January 12.09 12.17 12.25 12.33 
February 11.78 11.74 11.74 11.74 
March 12.95 12.54 12.38 12.08 
April 15.94 14.66 14.21 13.38 
May 14.05 13.83 13.73 13.28 
June 13.58 13.63 13.70 13.83 
July 13.45 13.71 13.96 14.19 
.AtIgtJst- ................... 1-5:5- .. - 1-5:'1~. '\-5;00- ····44:9-7 
September 17.79 16.82 16.41 15.29 
October 13.34 13.30 13.37 13.32 
November 11.04 11.31 11.50 11.63 
December 10.55 10.64 10.68 10.70 
t Daily averages 

9-month 12-month 
10.35 10.50 
12.67 12.72 
14.28 14.39 
12.57 12.53 
13.00 12.96 

12.37 12.39 
11.75 11.75 
12.01 11.99 
13.13 13.04 
13.15 13.10 
13.80 13.76 
14.12 14.07 

...... 1-4;-7-8- -1-4;69-. 

14.90 14.71 
13.35 13.39 
11.69 11.72 
10.70 10.70 

Long-term 
market rate 

3-year 5-year 
10.7 10.8 
12.2 12.0 
13.7 13.5 
12.3 12.2 
13.1 13.0 

12.5 12.5 
12.1 12.0 
12.1 12.1 
12.8 12.7 
13.0 12.9 
13.3 13.2 
13.6 13.3 
1-4-:3 "14;E} 
15.0 14.7 
14.3 14.2 
12.8 12.9 
11.7 11.8 

....... 

Yields on government 
bonds2 

5-year 10-year 

11.19 
11.25 
11.86 
11.81 
12.17 
12.12 

-+2:82-.- . ......... -.~----- ... -.--

13.27 
12.99 
12.02 12.04 
10.94 10.99 

2 The five-year yield is based on quotations for bonds 1/92 (15 January 1992 -15 January 1999) and the ten-year yield on 
quotations for housing bonds 1/92 (15 March 1992 -15 March 2002). 

Table 10. 

The Bank of Finland's money market operations, million FIM 
Purchases of 
money market 
instruments 

1988 + 13840 
1989 + 131110 
1990 + 163326 
1991 + 109568 
1992 + 76230 

January + 2000 
February + 1710 
March + 2000 
AprU" + 11"310 
May + 6630 
June + 8200 
July + 11700 
August + 6520 
September + 4300 
October + 1760 
November + 8030 
December + 12070 

+ incLe.aJte.sJiquidJtyJnJhe mon~.Y.mafJ~.et 
- decreases liquidity in the money market 
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Sales of Matured 
money market transactions, 
instruments net 

- 19190 + 16850 
- 3855 - 99245 
- 26379 - 160797 
- 30380 - 81969 
-137940 + 49457 

- 7790 + 80 
- 8460 - 1170 
- 9420 + 5290 
~l;':nO + ~r2Q(r 
- 15240 - 1930 
- 14860 + 6600 
- 13300 + 9798 
- 7650 + 14659 
- 19920 + 5930 
- 10740 + 2060 
- 7570 + 1980 
- 5680 - 3040 

Money market 
operations, 

net 

+ 11500 
+ 28010 
- 23850 
- 2781 
- 12253 

- 5710 
- 7920 
- 2130 
+ "3200 
- 10540 
- 60 
+ 8198 
+ 13529 
- 9690 
- 6920 
+ 2440 
+ 3350 
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Table 11. 

The Bank of Finland's spot transactions!, million FIM 
Purchases offoreign exchange 

(+) 

1988 + 6372 
1989 + 4825 
1990 + 13460 
1991 + 35120 
1992 + 20050 

January + 710 
February 
March + 50 
April + 2960 
May + 3870 
June + 1480 
July + 470 
August + 110 
September 
October + 5870 
November + 4530 
December 

+ increases liquidity in the money market 
- decreases liquidity in the money market 

Sales of foreign exchange 
(-) 

- 5776 
- 7473 
- 3540 
- 69940 
- 70640 

- 4000 
250 

- 16650 

- 2380 
- 5790 
- 17700 
- 20888 

- 2990 

, According to value date until end-1989 and trade date thereafter. 

Table 12. 

Spot transactions, 
net 

+ 596 
- 2648 
+ 9920 
- 34820 
- 50590 

+ 710 
- 4000 

200 
- 13690 
+ 3870 

900 
- 5320 
- 17590 
-·-20-889·· 
+ 5870 
+ 4530 
- 2990 

The Bank of Finland's forward transactions 1,2, million FIM 
Forward sales 

of foreign 
exchange 

(+) 

1988 + 377 
1989 -
1990 -
1991 + 15060 
1992 + 38710 

January + 4500 
February + 1280 
March -
April + 6380 
May -
June + 5900 
July + 810 
August + 6710 
September + 12150 
October + 500 
November -
December + 480 

+ increases liquidity in the money market 
- decreases liquidity in the money market 

Matured Forward 
forward purchases of 

sales foreign exchange 
(-) 

- 103 - 2705 
- 337 - 394 
- 200 - 29900 
- 6280 - 7560 
- 35650 - 5800 

- 5490 -
- 5880 -
- 1200 -
- 3640 -
- 320 -
- 4730 -
- 3090 -
- 360 -
- 540 -
- 500 - 2310 
- 4190 - 3490 
- 5710 -

, Accordingtovaltte--date untfi-end·1-989-andtradedatethereafter. 
2 Incl. outright deals; these do not have an immediate impact on liquidity. 
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Matured Forward 
forward transactions, 

purchases net 

+ 2980 + 549 
+ 1509 + 778 
+ 23950 - 6150 
+ 13710 + 14930 
+ 4600 + 1860 

+ 260 - 730 
+ 360 - 4240 

- - 1200 
- + 2740 
- - :320 

+ 2220 + 3390 
+ 690 - 1590 

- + 6350 
- + 11 610 
- - 2310 

+ 1070 - 6610 
- - 5230 
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Tabfe-1-3. 

Foreign exchange rates: annual average spot rates, 1987-1992, FIM 

Currency 1987 1988 1989 
Max. Av. Min. Max. Av. Min. Max. Av. Min. 

1 USD, New York 4.785 4.396 3.946 4.520 4.187 3.922 4.552 4.290 4.012 

1 CAD, Montreal 3.491 3.316 3.034 3.717 3.405 3.020 3.796 3.624 3.466 

1 GBP, London 7.404 7.193 6.890 7.647 7.446 7.207 7.584 7.032 6.503 

1 IEP, Dublin 6.710 6.535 6.444 6.569 6.377 6.259 6.302 6.082 5.938 

1 SEK, Stockholm 0.7047 0.6932 0.6769 0.6921 0.6829 0.6732 0.6819 0.6654 0.6510 

1 NOK,Oslo 0.6646 0.6528 0.6312 0.6571 0.6424 0.6264 0.6408 0.6213 0.6128 

······lI5KK;CoperiFiagen m • -'0:6650 -n:6'4'27-- ---<H:i'24'3 ... -O'JM28 ··0:62"20 ·······-0':6057-- -0':6143 O~5869 ... O~-5701--

1 ISK, Reykjavik 0.1191 0.1138 0.1102 0.1131 0.0980 0.0899 0.0898 0.0758 0.0661 

1 DEM Frankfurt a.M. 2.5217 2.4459 2.3998 2.4795 2.3842 2.3391 2.3919 2.2818 2.2202 

1 NLG, Amsterdam 2.2356 2.1706 2.1330 2.2028 2.1185 2.0723 2.1174 2.0226 1.9700 

1 BEF, Brussels 0.12160 0.11773 0.11560 0.11840 0.11390 0.11160 0.11380 0.10890 0.10610 

1 CHF, Zurich 3.0896 2.9496 2.8802 3.0581 2.8631 2.7628 2.7686 2.6243 2.4783 

1 FRF, Paris 0.7553 0.7314 0.7209 0.7324 0.7029 0.6852 0.6999 0.6725 0.6557 

11TL,Rome 0.00354 0.00339 0.00331 0.00335 0.00322 0.00316 0.00320 0.00313 0.00305 

1 ATS, Vienna 0.3583 0.3477 0.3410 0.3519 0.3391 0.3328 0.3401 0.3242 0.3153 

1 PTE, Lisbon 0.0329 0.0312 0.0301 0.0300 0.0291 0.0283 0.0284 0.0273 0.0267 

1 ESP, Madrid 0.0375 0.0356 0.0346 0.0367 0.0359 0.0354 0.0375 0.0362 0.0344 

1 GRD, Athens 

1 JPY, Tokyo 0.03241 0.03042 0.02938 0.03385 0.03266 0.03119 0.03395 0.03116 0.02824 

1 AUD, Melbourne 3.234 3.082 2.785 3.678 3.288 2.826 3.854 3.398 3.165 

1 SUR, Moscow, 
clearing 7.174 6.953 6.780 7.120 6.881 6.722 6.976 6.806 6.644 

1 special drawing 
right (SDR) 5.86300 5.68002 5.54077 5.79563 5.61974 5.50705 5.68080 5.49536 5.30888 

1 ECU, commercial 5.188 5.065 4.985 5.106 4.944 4.858 4.869 4.719 4.615 
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Currency 1990 1991 1992 
Max. Av. Min. Max. Av. Min. Max. Av. Min. 

1 USD, New York 4.089 3.823 3.532 4.555 4.046 3.539 5.275 4.483 3.840 

1 CAD, Montreal 3.523 3.277 3.034 4.030 3.533 3.059 4.171 3.706 3.210 

1 GBP, London 7.200 6.808 6.431 8.073 7.131 6.863 9.023 7.875 7.572 

1IEP, Dublin 6.454 6.325 6.201 7.456 6.511 6.214 8.733 7.636 7.201 

1 SEK, Stockholm 0.6545 0.6459 0.6369 0.7623 0.6684 0.6430 0.8845 0.7714 0.7369 

1 NOK,Oslo 0.6174 0.6110 0.6079 0.7107 0.6236 0.5966 0.8170 0.7222 0.6888 

TDKK;·COpennagerl······ .. O.629S·'·U:6l8l "'0:-6060" :7182 ·U.0322 '(J.0Q72I: .. '-0:'8580' "0:74-"44 'O~'OOO8' 

1 ISK, Reykjavik 0.0669 0.0656 0.0646 0.0778 0.0684 0.0652 0.0873 0.0778 0.0725 

1 DEM, Frankfurt a.M. 2.4282 2.3664 2.3343 2.7905 2.4380 2.3237 3.3097 2.8769 2.7122 

1 NLG, Amsterdam 2.1524 2.1002 2.0705 2.4766 2.1634 2.0620 2.9440 2.5552 2.4079 

1 BEF, Brussels 0.11730 0.11447 0.11210 0.13540 0.11841 0.11290 0.16080 0.13973 0.13100 

1 CHF, Zurich 2.8950 2.7576 2.5965 3.1458 2.8208 2.7407 3.6828 3.2000 2.9228 

1 FRF, Paris 0.7135 0.7024 0.6912 0.8162 0.7169 0.6863 0.9682 0.8486 0.7947 

1ITL, Rome 0.00324 0.00319 0.00314 0.00370 0.00326 0.00314 0.00423 0.00364 0.00332 

1 ATS, Vienna 0.3452 0.3363 0.3316 0.3964 0.3464 0.3301 0.4704 0.4088 0.3854 

1 PTE, Lisbon 0.0274 0.0268 0.0265 0.0321 0.0280 0.0266 0.0370 0.0332 0.0309 

1 ESP, Madrid 0.0385 0.0375 0.0362 0.0443 0.0389 0.0376 0.0498 0.0438 0.0424 

1 GRD, Athens 0.0250' 0.0224' 0.0220' 0.0260 0.0235 0.0220 

1 JPY, Tokyo 0.02872 0.02647 0.02466 0.03508 0.03008 0.02677 0.04234 0.03546 0.03098 
........................................ _ ...... 

1 AUD, Melbourne 3.207 2.988 2.697 3.580 3.152 2.758 3.632 3.289 2.757 

1 SUR, Moscow, 
clearing 6.694 6.542 6.414 

1 special drawing 
right (SDR) 5.34498 5.18322 5.07250 6.29360 5.52733 5.13880 7.25239 6.31446 5.70934 

1 ECU, commercial 4.964 4.864 4.779 5.698 5.003 4.777 6.553 5.798 5.526 
.................................. _-_._. __ ..... _ ........ 

, For seven months 
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Tab-~e14. 

Foreign exchange rates: monthly average spot rates in 1992, FIM 
Currency January February March 

Max. Av. Min. Max. Av. Min. Max. Av. Min. 

1 USD, New York 4.442 4.297 4.124 4.550 4.423 4.269 4.571 4.533 4.481 

1 CAD, Montreal 3.852 3.715 3.580 3.836 3.741 3.627 3.836 3.802 3.766 

1 GBP, London 7.841 7.775 7.720 7.894 7.856 7.812 7.881 7.814 7.789 

1 IEP, Dublin 7.271 7.246 7.201 7.311 7.289 7.258 7.301 7.278 7.255 

1 SEK, Stockholm 0.7506 0.7476 0.7437 0.7553 0.7523 0.7497 0.7547 0.7522 0.7502 

1 NOK,Oslo 0.6948 0.6926 0.6888 0.6987 0.6966 0.6942 0.6979 0.6954 0.6933 
......... ........................................ _--_ ....... 

1 DKK, Copenhagen 0.7030 0.7016 0.6968 0.7062 0.7046 0.7023 0.7057 0.7032 0.7012 

1 ISK, Reykjavik 0.0761 0.0752 0.0742 0.0765 0.0758 0.0752 0.0763 0.0760 0.0753 

1 DEM, Frankfurt a.M. 2.7285 2.7220 2.7122 2.7379 2.7304 2.7219 2.7352 2.7279 2.7231 

1 NLG, Amsterdam 2.4225 2.4170 2.4079 2.4333 2.4267 2.4179 2.4294 2.4236 2.4182 

1 BEF, Brussels 0.13250 0.13218 0.13180 0.13310 0.13259 0.13100 0.13300 0.13256 0.13230 

1 CHF, Zurich 3.0766 3.0636 3.0434 3.0623 3.0375 3.0138 3.0180 3.0051 2.9879 

1 FRF, Paris 0.8003 0.7981 0.7947 0.8051 0.8021 0.7989 0.8054 0.8036 0.8021 

11TL,Rome 0.00363 0.00361 0.00359 0.00365 0.00364 0.00362 0.00365 0.00363 0.00361 

1 ATS, Vienna 0.3876 0.3867 0.3854 0.3898 0.3883 0.3868 0.3888 0.3877 0.3869 

1 PTE, Lisbon 0.0317 0.0314 0.0309 0.0319 0.0317 0.0316 0.0318 0.0317 0.0316 

1 ESP, Madrid 0.0433 0.0430 0.0427 0.0437 0.0435 0.0432 0.0435 0.0432 0.0431 

1 GRD, Athens 0.0240 0.0240 0.0230 0.0240 0.0240 0.0240 0.0240 0.0239 0.0230 

1·EEK,TaUiriri 

1 JPY, Tokyo 0.03527 0.03432 0.03310 0.03516 0.03467 0.03396 0.03462 0.03412 0.03374 

1 AUD, Melbourne 3.303 3.212 3.119 3.424 3.325 3,197 3.472 3.438 3.382 

1 special drawing 
right (SDR) 6.15715 6.04989 5.91501 6.25097 6.14936 6.03560 6.22664 6.19184 6.14951 

1 ECU, commercial 5.565 5.550 5;526 5;604 5;584 5.563 5;604 5.580 5.567 
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Currency April May June 
Max. Av. Min. Max. Av. Min. Max. Av. Min. 

1 USD, New York 4.537 4.495 4.432 4.480 4.402 4.323 4.385 4.290 4.148 

1 CAD, Montreal 3.849 3.783 3.731 3.766 3.672 3.619 3.649 3.587 3.470 

1 GBP, London 7.994 7.895 7.768 8.001 7.975 7.945 7.968 7.945 7.894 

1 IEP, Dublin 7.293 7.270 7.255 7.265 7.256 7.248 7.290 7.269 7.215 

1 SEK, Stockholm 0.7548 0.7538 0.7523 0.7546 0.7540 0.7529 0.7552 0.7544 0.7536 

1 NOK,Oslo 0.6978 0.6962 0.6949 0.6967 0.6962 0.6957 0.6981 0.6967 0.6958 
.............. _ ... _ ... _ ....•.. ............................. ~ ....... ................................. - _ ...................... - --_._-------

1 DKK, Copenhagen 0.7061 0.7039 0.7023 0.7053 0.7033 0.7018 0.7095 0.7069 0.7025 

1 ISK, Reykjavik 0.0765 0.0759 0.0753 0.0764 0.0755 0.0749 0.0763 0.0752 0.0741 

1 DEM, Frankfurt a.M. 2.7412 2.7280 2.7177 2.7195 2.7162 2.7128 2.7293 2.7238 2.7151 

1 NLG, Amsterdam 2.4346 2.4233 2.4153 2.4166 2.4129 2.4100 2.4232 2.4178 2.4103 

1 BEF, Brussels 0.13320 0.13258 0.13210 0.13220 0.13196 0.13130 0.13280 0.13235 0.13200 

1 CHF, Zurich 3.0020 2.9655 2.9352 2.9986 2.9529 2.9228 3.0316 3.0051 2.9661 

1 FRF, Paris 0.8093 0.8066 0.8049 0.8091 0.8079 0.8062 0.8110 0.8091 0.8081 

11TL,Rome 0.00363 0.00362 0.00361 0.00362 0.00361 0.00360 0.00361 0.00360 0.00360 

1 ATS, Vienna 0.3895 0.3875 0.3860 0.3864 0.3860 0.3855 0.3876 0.3869 0.3859 

1 PTE, Lisbon 0.0323 0.0320 0.0317 0.0328 0.0326 0.0324 0.0328 0.0328 0.0326 

1 ESP, Madrid 0.0436 0.0433 0.0429 0.0436 0.0434 0.0433 0.0436 0.0433 0.0431 

1 GRD, Athens 0.0240 0.0231 0.0230 0.0230 0.0230 0.0230 0.0230 0.0224 0.0220 

1 EEK,TaHihii 

1 JPY, Tokyo 0.03390 0.03368 0.03334 0.03415 0.03369 0.03340 0.03436 0.03381 0.03305 

1 AUD, Melbourne 3.472 3.428 3.376 3.387 3.328 3.279 3.332 3.246 3.103 

1 special drawing 
right (SDR) 6.19545 6.16396 6.11714 6.16712 6.11371 6.06154 6.12707 6.04753 5.93361 

1 EGU;commeFeial 5;603 5;§86- 5;573 ...... &;§85 ·····5;681 5;576· 5;587· 5;583 5.576 
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Table 14., cont. 

Currency July August September 
Max. Av. Min. Max. Av. Min. Max. Av. Min. 

1 USD, New York 4.147 4.077 3.985 4.072 3.985 3.872 4.825 4.439 3.840 

1 CAD, Montreal 3.467 3.420 3.355 3.439 3.350 3.240 3.946 3.635 3.210 

1 GBP, London 7.905 7.824 7.777 7.785 7.734 7.694 9.023 8.209 7.690 

1 IEP, Dublin 7.310 7.292 7.247 7.307 7.289 7.270 8.557 8.066 7.276 

1 SEK, Stockholm 0.7553 0.7545 0.7517 0.7550 0.7540 0.7529 0.8845 0.8271 0.7536 

1 NOK, Oslo 0.6974 0.6966 0.6944 0.6971 0.6962 0.6947 0.8170 0.7653 0.6961 
---_._---------_._-----

1 DKK, Copenhagen 0.7123 0.7107 0.7068 0.7141 0.7120 0.7105 0.8356 0.7904 0.7118 

1 ISK, Reykjavik 0.0763 0.0744 0.0735 0.0747 0.0739 0.0725 0.0873 0.0819 0.0732 

1 DEM, Frankfurt a.M. 2.7446 2.7356 2.7245 2.7599 2.7462 2.7360 3.2343 3.0602 2.7529 

1 NLG, Amsterdam 2.4342 2.4261 2.4172 2.4470 2.4358 2.4265 2.8679 2.7170 2.4420 

1 BEF, Brussels 0.13330 0.13279 0.13200 0.13370 0.13328 0.13290 0.15680 0.14848 0.13350 

1 CHF, Zurich 3.1169 3.0576 3.0183 3.1138 3.0659 3.0378 3.6720 3.4724 3.0850 

1 FRF, Paris 0:8126 0.8106 0.8084 0.8117 0.8096 0.8078 0.9505 0.8993 0.8085 

11TL, Rome 0.00362 0.00361 0.00359 0.00363 0.00362 0.00361 0.00423 0.00380 0.00360 

1 ATS, Vienna 0.3913 0.3888 0.3864 0.3918 0.3901 0.3884 0.4593 0.4346 0.3912 

1 PTE, Lisbon 0.0327 0.0323 0.0320 0.0322 0.0318 0.0312 0.0370 0.0348 0.0315 

1 ESP, Madrid 0.0432 0.04$0 0.0427 0.04$0 0.042e 0,04:24 0.Q4~e 0.041515 0,04:24 

1 GRD, Athens 0.0220 0.0220 0.0220 0.0220 0.0220 0.0220 0.0260 0.0244 0.0220 

........................................................................... ......... ....................................................................................... __ ..................... _.- _ .... _-_ ............................................................................................... _-_.---_. __ ._----- -_. __ . __ ........ _ .... -

1 EEK, Tallinn 

1 JPY, Tokyo 0.03325 0.03245 0.03165 0.03195 0.03155 0.03098 0.03909 0.03620 0.03124 

1 AUD, Melbourne 3.089 3.039 2.977 3.006 2.890 2.757 3.522 3.208 2.762 

1 special drawing 
right (SDR) 5.96745 5.88393 5.81276 5.86297 5.80390 5.72320 6.89575 6.46534 5.70934 

1 ECU, commercliil ................. 
··5.594 ··········5:585 ········5:567- 5:590 ··········-S.bB2 _····--0:574·-- 0:553 ·····K()92· 5.570·· 
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Currency October November December 
Max. Av. Min. Max. Av. Min. Max. Av. Min. 

1 USD, New York 4.860 4.695 4.475 5.210 5.048 4.890 5.275 5.136 5.010 

1 CAD, Montreal 3.925 3.771 3.593 4.050 3.982 3.938 4.171 4.034 3.942 

1 GBP, London 8.007 7.791 7.601 7.870 7.714 7.572 8.124 7.969 7.797 

1 IEP, Dublin 8.437 8.340 8.280 8.603 8.394 8.314 8.733 8.570 8.468 

1 SEK, Stockholm 0.8460 0.8410 0.8341 0.8623 0.8140 0.7497 0.7519 0.7457 0.7369 

1 NOK,Oslo 0.7837 0.7774 0.7723 0.7974 0.7805 0.7727 0.7882 0.7710 0.7466 
.... ........ -.-.. ----~-..... ------ .......................•....• __ ._----_ ...•. ........•.... _-_. __ .•... -......... _-- ..•.. --_._---._._-_. __ ._--_ ..•.•....... 

1 DKK, Copenhagen 0.8273 0.8218 0.8155 0.8472 0.8263 0.8174 0.8580 0.8395 0.8265 

1 ISK, Reykjavik 0.0847 0.0838 0.0826 0.0873 0.0840 0.0804 0.0832 0.0817 0.0807 

1 DEM, Frankfurt a.M. 3.2221 3.1725 3.1517 3.2447 3.1812 3.1459 3.3097 3.2477 3.2054 

1 NLG, Amsterdam 2.8587 2.8180 2.8008 2.8848 2.8281 2.7959 2.9440 2.8890 2.8514 

1 BEF, Brussels 0.15610 0.15398 0.15280 0.15790 0.15465 0.15300 0.16080 0.15784 0.15560 

1 CHF, Zurich 3.6801 3.5775 3.5333 3.5883 3.5330 3.4890 3.6828 3.6137 3.5576 

1 FRF, Paris 0.9472 0.9350 0.9286 0.9626 0.9404 0.9302 0.9682 0.9526 0.9420 

11TL,Rome 0.00369 0.00358 0.00332 0.00380 0.00370 0.00367 0.00367 0.00364 0.00354 

1 ATS, Vienna 0.4576 0.4509 0.4478 0.4613 0.4522 0.4469 0.4704 0.4615 0.4556 

1 PTE, Lisbon 0.0360 0.0356 0.0353 0.0367 0.0357 0.0352 0.0370 0.0362 0.0357 

1 ESP, Madrid 0.0451 0.0446 0.0441 0.0453 0.0444 0.0440 0.0465 0.0455 0.0445 

1 GRD, Athens 0.0250 0.0243 0.0240 0.0250 0.0244 0.0240 0.0250 0.0246 0.0240 

.................................................................... _ ........ . ............................. _- . ..•.... __ ....•.......... __ ...... 

0.4007 1 EEK, Tallinn 0.4137 0.4060 

1 JPY, Tokyo 0.03969 0.03876 0.03731 0.04198 0.04075 0.03958 0.04234 0.04141 0.04039 

1 AUD, Melbourne 3.479 3.359 3.196 3.574 3.483 3.375 3.632 3.542 3.474 

1 special drawing 
right (SDR) 6.83957 6.73373 6.57131 7.18897 7.00171 6.84576 7.25239 7.13363 7.02041 

1 ECU, cO"mmercial li222 Ki97 ···-S~l3-1 
........ 

-0:385 ··········-6:"2217 -6:"173· 6.2171 6.359 6.301 
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Table 15. 

Manufacture and destruction of notes and coin, million FIM 

Notes printed 
1 000 markkaa 9000.0 4600.0 

500 " 4500.0 1225.0 
100 " 4440.0 2800.0 6380.0 3107.0 4030.0 
50 " 1745.0 588.5 925.0 1500.0 
10 " 700.4 780.0 859.0 607.5 

Total 5140.4 5325.0 7827.5 18139.5 11355.0 
In millions 114.4 140.9 161.5 128.3 77.4 

Notes destroyed 
1000 markkaa 101.5 231.0 296.0 250.0 8600.0 

500 . 2364.5 1190.5 475.0 325.0 3900.0 
100 ' 2930.0 2261.9 1945.0 1681.9 6263.2 

·······---"5Cy-·-· ............ 
.mm 1 370.0- -r-269:U ................... -a32:0 .......... ---63"7":'tr-.- ------1 351.1 

10 " 822.3 1071.9 613.5 517.5 501.5 
5 " 0.3 1.3 0.3 0.3 
1 " 0.1 0.0 0.0 0.0 

Total 7588.7 6025.6 4162.3 3412.4 20615.7 
In millions 143.9 158.1 98.8 82.3 156.2 

Coin minted 
1000 markkaa 35.0 

100 
, 

20.0 25.0 25.0 30.0 
50 " 
25 " 
10 " 
5 

, 
15.2 41.4 59.1 49.6 6.7 

1 
, 

25.0 34.5 55.8 15.0 5.0 
50 pennia 7.4 5.3 37.9 40.2 25.0 
20 . 2.8 7.4 2.6 
10 " 2.3 2.2 20.2 35.0 15.0 
5 " 1.7 0.1 0.1 

Total 54.4 111.0 200.7 164.8 116.8 

Coin destroyed 
100 markkaa 3.1 0.9 
50 

, 
1.1 1.1 1.8 0.5 

····25;; 0.0 ··0.0 0.1 0:0·· 
10 " 0.1 0.1 0.1 
5 " 0.1 0.1 0.1 0.2 9.2 
1 " 0.1 0.2 0.2 13.3 9.3 

50 pennia 0.0 0.0 9.4 41.0 7.9 
20 ' 0.0 0.0 3.3 30.0 9.5 
10 • 0.0 0.0 2.2 10.7 3.5 
5 

, 
0.0 0.0 0.9 5.6 1.6 

1 
, 

0.1 0.1 0.0 0.1 0.0 

Total 1.5 1.5 16.2 106.0 42.7 
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Table 16. 

Notes and coin in circulation, at the end of the year, million FIM 

Notes 
1 000 markkaa 2451.5 3016.3 

500 " 2539.0 2701.1 
100 " 4276.2 4893.4 
50 · 807.6 899.9 
10 • 498.0 533.9 
5 " 21.2 21.0 
1 

, 
7.4 7.4 

Total 10600.8 12073.0 

Issued before 1963 9.4 9.4 

Coin 
···T550markkaa .. . ........................... ......................... __ ......... _ ..... __ . __ . __ .. -

100 · 19.5 
50 " 74.3 74.2 
25 · 19.9 19.9 
10 ' 38.4 38.4 
5 " 284.9 324.1 
1 

, 
320.9 354.3 

50 pennia 75.8 83.3 
20 " 66.7 71.9 
10 " 33.6 35.8 
5 

, 
26.5 27.4 

1 · 7.8 7.7 

Total 948.7 1056.3 

Issued before 1963 15.7 15.7 

Table 17. 

Internal clearing operations! 
Year Head office 

Number, Value, thousands .................... ·iTiiilTO"n-FIM··· 

1988 
1989 
1990 
1991 
1992 

206206 
241956 
266476 
336899 
352889 

766278 
920019 
818594 2 

1436690 
1559864 

1 Bank bills, cheques, bank and postal ~o transfers and 
automatic:banktransfeIsMWl.e..~n_b.a.n __ §, .......................... . 

2 The banking sector dispute from 18 January to 4 March 
1990 reduced clearing activity. 
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3473.8 3240.6 
2785.2 2600.9 
5599.6 5921.2 

950.6 939.2 
561.1 575.4 

20.9 20.8 
7.6 7.7 

13398.8 13305.9 

9.4 9.4 

....•........ _ ...... _ .... _ .. __ ._---_ .. _ ..... __ . 
~.-.. -.. -.--.--

44.0 65.9 
74.0 72.8 
19.9 19.9 
38.4 38.3 

352.8 374.2 
374.0 386.7 
102.1 112.5 
70.5 45.6 
45.7 76.9 
26.8 22.1 

7.7 7.6 

1155.9 1222.5 

15.7 15.7 

3375.8 
2547.2 
5806.7 

867.0 
583.2 

20.8 
8.0 

13208.7 

9.4 

-,o.U 
92.6 
71.1 
19.8 
38.3 

384.9 
384.6 
117.6 
36.4 
90.8 
20.5 

7.6 

1299.3 

15.7 
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Bank·ofFinland publications 

Bank of Finland Bulletin 11 monthly issues (double issue for JlIDe-July). 

Annual publications in 1992 Bank of Finland Year Book 1991 (available separately in Finnish, Swedish and English). 
Finnish Bond Issues in 1991 (in Finnish, Swedish and English). 

Foreign Exchange Regulations 
binder 

Available separately in Finnish, Swedish and English. 

Economic studies in 1992 

Series A, 
studies for 
the general public 

Series B, 
doctoral theses 

Series C, 
reports by external 
researchers 

Discussion Papers 

Review of Economies 
in Transition 

Statistical reports 

Orders and subscriptions 

82 

A:83 TAPIO PEURA - JUKKA KERO Talouden avoimuus, kilpailukyky ja ulkornaan­
kauppa (The Openness of the Economy, Competitiveness and Foreign Trade); 
in Finnish with English summary 

A:84 Suomen maksu- ja selvitysjfujestelmat (payment and Settlement Systems in Finland); 
various authors 

A:85 VAPPU IKONEN - JAAKKO AUTlO - HEIKKI U. ELONEN Suomen Pankkija 
1930-luvun lama (The Bank of Finland and the Depression of the 1930s); in Finnish 
with English swnmary 

B:45 JOUKO VILMUNEN Labour Markets, Wage Indexation and Exchange Rate Policy 

B:46 ALPO WILLMAN Studies in the Theory of Balance-of-Payments Crises 

B:47 MARKKU PULLI Overnight Market Interest Rates and Banks' Demand for Reserves 
in Finland 

C:8 HOMA MOTAMEN-SCOBIE - CHRISTIAN C. STARCK (eds.) Economic Policy 
Coordination in an Integrating Europe 

Forty-three research reports by various departments of the Bank of Finland appeared in 
the Bank of Finland Discussion Papers series. 

Seven issues, prepared by the Unit for Eastern European Economies, appeared in the 
series. 

Financial Markets; published monthly (in Finnish, Swedish and English). 

Balance-of-payments statistics; published quarterly (separately in Finnish, Swedish and 
English). 

Investment inquiry; published semiannually (separately in Finnish and Swedish). 

Direct investment; published annually (separately in Finnish, Swedish and English). 

The Bank of Finland's annual and research publications are available at bookshops. 
Publications required for official use and for research purposes may be obtained directly 
from the Bank ofFinland. The address is: The Bank of Finland, Publication Services, 
P.O. Box 160, FIN-00101 Helsinki, teI. (+3580)1831. A list of the Bank of Finland's 
publications is also available at the same address. 

The Foreign Exchange Regulations binder can only be ordered from the Bank of Finland 
at the price ofFIM 100. The price includes updated pages whenever the regulations are 
amended 

The Bank of Finland Bulletin, Review of Economies in Transition, Discussion Papers 
and the statistical reports can be ordered from the Publication Services Department of 
the Bank of Finland 
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The management and organization of the Bank of Finland at the end of 1992 

Parliamentary Supervisory Board 

Executive Committee 

Pentti Miiki-Hakola, Chairman 
Jussi Ranta, Vice Chairman 
Seppo KaarHiinen 

Hannu Tenhiiila 
Anneli Jaatteenmiiki 
Tuulikki Hiimiilainen 

Board of Management 

Sirkka Hfunruainen, Chairman of the Board of Management 
Overall management and supervision of the activities of the Bank 
General principles of central bank policy 
Information 
Internal Audit 
Representation of the Board of Management 

Harri Holkeri, 
Member of the Board of Management 
Accounting Department 

(excl. Planning and Budget Office) 
Administration Department 
Data Processing Department 
Legal Mfairs 
Maintenance of the currency supply 

(Payment Instruments Department and 
Branches) 

Security 

Kalevi Sorsa, 
Member of the Board of Management 
Economics Department 
Publication Services 
Research Department 
Statistical Services Department 
Unit for Eastern European Economies 

Esko Seppiinen 
Mauri Miettinen 
JornDonner 

Esko Ollila, 
Member of the Board of Management 
Financial Markets Department 
Payments and Settlement Department 
Personnel Department 
Planning and Budget Office of the 

Accounting Department 

Matti Vanhala, 
Member of the Board of Management 
Central Bank Policy Department 
Market Operations Department 

Secretary to the Parliamentary Supervisory Board 
and the Board of Management, 
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Heikki T. Hiimiiliiinen 

Pentti Koivikko, Director 

Reports to Harri Holkeri, Member of the Board of Management 
Administration Department 
Maintenance of the currency supply 
* Branches 
* Payment Instruments Department 
* Setec Oy, Chairman of the Board of Directors 

Reports to Esko Ollila, Member of the Board of Management 
Personnel Department: terms and conditions of employment, 
staff numbers and basic staff administration services 
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Head office 

Departments Offices 

Accounting Dpt. Accounts Office 
Ossi Leppanen Tuula Colliander 

Planning and Budget Office 
Kaisa-Liisa Nordman 

Administration Dpt. Supplies Office Technical Office 
Urpo Levo Anna Posti, ad interim Harri Brandt 

Building Manager Bengt Palmroos 

Central Bank Policy Dpt. International Office Monitoring Office 
Johnny Akerholm Kjell Peter SOderlund Tapio Korhonen 

Data Processing Dpt. 
Riitta Jokinen 

Economics Dpt. 
Kari Puumanen 

Financial Markets Dpt. 
Kaiju Kallio, ad interim 

Adviser Peter Nyberg 
Adviser Ralf Pauli 

Internal Audit Dpt. 
Timo Mannisto 

Market Operations Dpt. 
Markus Fogelholm 

Payments and Settlement Dpt 
Raimo Hyvarinen 

Operations Office 
Kari Helander 

Head of Office 
Seppo Kostiainen 

Banking Office 
Monica Ahlstedt, 
ad interim 

Support Services Office 
Juhani Rapeli 

Head of Office 
Martti Lehtonen 

Market Structures Office 
Vesa Vihrilila 

Securities Markets Office 
Markku Malkamaki, ad interim 

Head of Office 
Anna-Maija Tikkanen 

Intervention Office 
Antti Juusela 

Accounting Office 
Jyrki Varstala 

Investment Office 
Pirkko Pohjoisaho-Aarti 

Credits Office 
Mauri Lehtinen 

Vantaa Real Estate Office 
Taisto Lehtinen 

Planning Office 
Markku Pulli, ad interim 

Systems Design Office 
Matti Ahrenberg, ad interim 

Payment Systems Office 
Veikko Saarinen 

Special Projects 
Liisa Halme 

Planning Office 
Vesa Vanhanen, ad interim 

Payments Office 
Hannu Wiksten 

Payment Instruments Dpt. 
Reijo Makinen 

Bank Vault Office 
Kenneth Sainio 

Currency Handling Techniques 
Kyosti Norhomaa 

Customer Service 
Marjam Bederdin 

Field Office 
Kari Lottanen 

Personnel Dpt. Personnel Affairs Office 
Anton Makela Iris Kolehmainen, ad interim 

Project Manager Anneli Soini 

Publication Services 
Antero Arimo, acting head 

in addition to own duties 

Research Dpt. 
Heikki Koskenkyla 

Statistical Services Dpt. 
EsaOjanen 
Unit for Eastern 
European Economies 
Kari Pekonen 

Special units 

Library Publications Office 
Ritva Alasaukko-oja Antero Arimo 

Head of Office 
Juhani Hirvonen 
Planning Office 
Jorma Hilpinen 

Project Supervisor 
Terhi Kivilahti 

Research Supervisor 
Jouko Vilmunen, ad interim 

Statistics Office 
Jarmo Nurminen 

Project Supervisor 
J uhani Laurila 

Organization Office 
Seppo Eriksson 

Special Publications Translation 
Heikki Elonen Office 

Pirjo Kivela 

Information 
Antti Heinonen 

Legal Affairs Unit 
Arno Lindgren 

Management Secretarial Staff 
Heikki T. Harnlilainen 

Security 
Jyrki Ahvonen 
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Branches 

Branches 

Jyvaskyla 
Kotka 
Kuopio 
Lahti 
Oulu 
Tampere 
Turku 
Vaasa 

SETECOY 

Branch Managers 

Reino YlOnen (in addition to own duties) 
Juhani Huuskonen 
Pekka Konttinen 
Hilkka-Liisa Pitkiinen (Acting) 
RenneKurth 
Reino Yltinen 
Martti Hagman 
Tapani Kulanko 

Board: Pentti Koivikko, Urpo Levo, Veli Tarvainen 
Managing Director: Veli Tarvainen 
Management Group: Tom Ahlers, Pekka Kariola, Juhani Salovaara, Veli Tarvainen, Tapio Yrjtinen 

BANK OF FINLAND 

Established 1811 
Street address: Snellmaninaukio, Helsinki 
Postal addres: P.O.Box 160, FlN-00I01 Helsinki, Finland 
Telephone: national (90) 1831 

international +358 01831 
Telex: 121224 spfb sf 
Telefax: 174 872 
Cables: SUOMENPANKKl 

BRANCHES 

Jyviiskyla: 
Kotka: 
Kuopio: 
Lahti: 
Oulu: 
Tampere: 
Turku: 
Vaasa: 
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Kauppakatu 21, P.O.Box 165,40101 Jyvaskylii, Telephone (941) 211 433 
Keskuskatu 19, P.O.Box 211,48101 Kotka, Telephone (952) 182500 
Kauppakatu 25-27, P.O.Box 123,70101 Kuopio, Telephone (971) 2625 611 
Torikatu 3, P.O.Box 170, 15111 Lahti, Telephone (918) 298 31 
Kajaaninkatu 8, P.O.Box 103,90101 Oulu, Telephone (981) 374 366 
Hameenkatu 13, P.O.Box 325,33101 Tampere, Telephone (931) 225 420 
Linnankatu 20, P.O.Box 373, 20101 Turku, Telephone (921) 326 066 
Kirkkopuistikko 22, P.O.Box 44,65101 Vaasa, Telephone (961) 178322 
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