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Heading for stable monetary 
conditions  

1865

MARKKA joins silver 
standard

1999

EURO taken into use
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Two roles of the Bank of Finland

• Finland’s monetary authority

• Member of the Eurosystem
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Organisation
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Bank of Finland

♦ Fourth oldest central bank 
in the world
– Established in Turku in 1811, 

moved to Helsinki in 1819

♦ The Bank of Finland 
employs about 450 staff; the 
Financial Supervisory 
Authority about 210 

♦ Regional offices in 
Tampere, Kuopio, Oulu and 
Vantaa
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Bank of Finland’s four core functions

Monetary policy 
and research

Financial system
oversight

Banking 
operations

Cash supply
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Monetary policy
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♦ The Bank of Finland 
participates in the 
preparation, decision-
making and implementation 
of Eurosystem monetary 
policy

♦ The Governor of the Bank 
of Finland, as a member of 
the ECB’s Governing 
Council, is one of those 
deciding on euro area 
monetary policy

♦ Monetary policy objective: price stability
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Monetary policy

♦ In addition to monetary policy decision-making, 
the Bank of Finland takes part in domestic 
debate on economic policy

♦ Underlying the Bank of Finland’s expert role is 
internationally-recognised high-level research 

♦ Priorities of research:
1) Monetary policy modelling
2) The outlook for the financial services sector
3) Russian and Chinese economies
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The Bank’s 
macroeconomic forecast is 
published twice a year
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Financial supervision

♦ The Bank of Finland monitors the 
financial system as a whole

♦ The objective is to maintain stable, 
reliable and effective financial and 
payment systems in Finland

♦ The Financial Supervisory 
Authority (FIN-FSA), operating in 
connection with the Bank of 
Finland, supervises individual 
banks and insurance companies

♦ The financial crisis has prompted 
development of common euro 
area  and EU supervisory 
frameworks
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Banking operations
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♦ The Bank of Finland is the bank of banks
♦ With responsibility for

 Implementing Eurosystem monetary policy in 
Finland

 Securing the banking system’s liquidity
 Transmitting large-value payments between banks
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Cash supply

12

♦ Exclusive right to issue cash 
in Finland

♦ Responsibility for ensuring 
the fitness and authenticity of 
cash in circulation
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From 1 Jan 2011 the euro area will 
cover 17 countries
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Austria
Belgium
Cyprus
Estonia
Finland
France
Germany
Greece
Ireland

Italy
Luxembourg
Malta
Netherlands
Portugal
Slovakia
Slovenia
Spain
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Decision-making
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ECB Governing Council

Jürgen Stark

Miguel Fernández
Ordóñez
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Eurosystem objectives and 
principles

♦ Price stability is the primary objective of the 
monetary policy
– The aim is to keep annual euro area inflation at rates of 

below, but close to, 2% over the medium term
♦ Support for general economic policy 

– Support is lent to stable and sustainable growth and 
employment, without prejudice to the objective of price 
stability

♦ The principles of the Eurosystem are 
independence, accountability and transparency
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Both business and consumer confidence
at fairly high levels
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Presenter
Presentation Notes
 Industrial and construction confidence indicators (figure on the left) suggest that companies have positive expectations of the future. 

 Confidence in industry (blue) remains at a high level.
 Confidence in construction sector (red) has recovered strongly from the recession.

 Consumer confidence (figure on the right) remains strong in Finland.  Consumers have strong confidence in their own finances. Recently, consumer perceptions of the Finnish economy have fallen slightly. 
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Robust GDP growth in 2010
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Presentation Notes
  The Finnish economy recovered strongly in 2010 boosted by both domestic demand and exports.

 The robust growth of GDP seems to continue in 2011.

 GDP growth was about 5.5% (y/y) in the first quarter of 2011.
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Growth moderating in domestic markets
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Presentation Notes
 Private consumption and retail trade (figure on the left) 

 Private consumption (red) has grown steadily since the second quarter of 2009. 
 Growth in private consumption slowed down in the first quarter of 2011.

 Building construction (figure on the right)

 Housing construction growth was exceptionally brisk in 2010 (yellow), growth expected to moderate in 2011.
 Construction of other buildings (red) picked up towards the end of the year 2010 but remains still weak at the beginning of 2011. 
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World demand supports exports 
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Presenter
Presentation Notes
 During the course of 2010, Finnish exports of goods (yellow) began to benefit from growth in export markets (figure on the left).

 In 2011, the structure of growth is expected to still be unfavorable for Finland’s capital-goods-weighted export structure.
 In 2012-2013, global demand for capital goods will begin to accelerate, and boost Finnish exports.


 The recovery of industrial output has progressed at a very different pace in different industries (figure on the right).
The chemical industry (blue) started to recover early from the recession.
 Metal industry output (red)  began to grow during the course of 2010.
 Forest industry output (yellow) is not expected to return to pre-recession levels due to cuts in production capacity.
 Electronics industry output (green) is still almost 20% below the level of 2008. 
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Finnish economy recovers strongly 
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Presenter
Presentation Notes
 GDP fell by about 8 % in 2009.

 Finnish economy recovered strongly in 2010 boosted by both domestic demand and exports.
 The annual growth of GDP was 3,1 %
 In the end of the year 2010 GDP reached the level of 2006.

 GDP will continue to grow relatively rapidly through the forecast period, but the pace will slow towards the end of the period.

 According to the March 2011 Bank of Finland forecast, the pre-recession level of output will be regained during the course of 2012.

 The recession has caused a contraction in the GDP share of industry, and conversely an increase in the share of services sectors, which are characterised by slower productivity growth. 

 Over the longer term, this shift will weaken the growth potential of the economy.  
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Domestic demand supporting growth
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Presentation Notes
Structure of growth

 In 2010, the strengthening of export demand boosted the growth impact of net exports, which became clearly positive. In 2011, the growth impact of net exports will remain strong but in 2012-2013, the significance of net exports will decline as import growth picks up.

 Private consumption supported growth in 2010 and will continue to do so throughout the forecast period 2011-2013.

 In 2010, despite strong growth in housing investment, the growth impact of private investment was zero. In 2011 private investment in expected to pick up and support growth throughout the forecast period. 
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Supply and demand
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2010 2009 2010 2011f 2012f 2013f

At current prices
EUR billion

Volume, % change on previous year

Gross domestic product 180.3 -8.2 3.1 3.9 2.7 2.5

Imports 65.2 -17.6 2.6 4.2 6.1 7.0

Exports 70.2 -20.1 5.1 7.4 5.9 6.5

Private consumption 97.3 -2.1 2.6 2,9 2.4 2.0

Public consumption 44.2 1.0 0.4 1.2 0.5 0.8

Private fixed investment 28.5 -17.4 0.9 7.1 7.4 7.3

Public investment 4.9 6.2 0.1 1.0 0.7 -0.2

Presenter
Presentation Notes

 According to the March 2011 Bank of Finland forecast, in 2011 the pace of growth will rise to almost 4%, but in 2012-2013 it will be much slower. 

 The annual GDP growth will slow down to 2,7 % in 2012 and to 2,5 % in 2013.
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Unemployment falling, but slowly
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Presenter
Presentation Notes
 Employment did not decline very much during the recession considering the depth of the collapse of output. 
The explanation is the use of temporary layoffs and employers’ willingness to retain skilled labour.

 Similarly, the post-recession growth in output has generated relatively few new jobs. 

The number of employed will grow during the forecast period by slighly under 1% annually.

The unemployment rate will continue to be fairly high, averaging 7% in 2013.
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Energy and food prices driving inflation 
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Presenter
Presentation Notes
 Inflation measured by HICP (harmonised index of consumer prices) has risen to above 3% in the first 4 months of 2011.

 3.5% in March, 3.4% in April.

The acceleration in inflation is mainly due to rise in the world market prices of energy and food. In Finland there is an additional impact from the hike in energy taxes  as of the beginning of 2011.

HICP inflation is expected to moderate to around 2% after 2011. 
 According to market expectations, oil price will decline
 Average wage growth in Finland is expected to remain at around 3 % throughout the forecast period, does not accelerate. 
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Public finances remain in deficit
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Presenter
Presentation Notes
 In the absence of new fiscal policy measures during the forecast period, the general government deficit will contract only slighly. 

 The general government deficit will be 1.3 % in 2011, 1.0% in 2012 and 0.8% in 2013.  The projected slight contraction in the general government deficit is primarily due to an increase in taxable income as a consequence of the economic recovery.

The general government debt will continue to grow during the forecast period.

The general government debt to GDP (EMU debt) will rise to about 55% in 2013. 
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Thank you!
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