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Balance of payments and international
iInvestment position

2018, 2nd quarter, July

Current account showed a deficit in the second quarter, the
net international investment position weakened

The current account was in deficit in the second quarter of 2018. Exports of goods and services
in balance of payments terms grew by 6 per cent year-on-year and the balance sheet of goods
and services was slightly in surplus. The current account deficit increased from the year before
as the deficit of the primary income account grew. The net international investment position
weakened. The data appear from Statistics Finland's statistics on balance of payments and
international investment position.
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Current account

In the second quarter of 2018, the current account was EUR 2.1 billion in deficit. Of the sub-items of the
current account, the primary income account was EUR 1.8 billion in deficit. The balance sheet of goods
and services was EUR 0.3 billion in surplus and the secondary income account EUR 0.6 billion in deficit.

Goods and services

The trade account in balance of payments terms was EUR 1.0 billion in surplus in the second quarter of
2018. In the corresponding quarter of the previous year, the trade account was EUR 0.6 billion in surplus.
The service account showed a deficit of EUR 0.7 billion in the second quarter of 2018.

In balance of payments terms, goods exports grew by 6 per cent from the corresponding quarter of the
year before. Goods imports grew by 3 per cent from one year ago. The value of goods exports was EUR
16 billion and the value of goods imports EUR 15 billion.

In the second quarter of 2018, service exports grew by 7 per cent and service imports similarly by 7 per
cent compared to the corresponding quarter of the previous year. Service exports rose to EUR 6.8 billion
and service imports to EUR 7.5 billion. The deficit of the service account increased due to the deficit of
EUR 0.8 billion in the travel balance. Travel expenditure from Finland to abroad grew by 11 per cent in
the second quarter and travel receipts to Finland fell by 1 per cent compared to the corresponding quarter
last year. More detailed import and export figures in balance of payments terms by service item and area
can be found in the statistics on international trade in goods and services starting from 2015. Decreases
and increases made to the Finnish Customs figures, which result in goods trade in balance of payments
terms, are also broken down in the statistics on international trade in goods and services.

Primary income in the second quarter and revisions of annual data

The primary income account was EUR 1.8 billion in deficit in the second quarter of 2018. One year earlier,
the deficit of the primary income account in the second quarter was EUR 0.9 billion.

Primary income for 2017 was revised from the preliminary data released in March. The revised primary
income for 2017 is EUR 0.1 billion in deficit. In the data released in March, primary income for 2017 was
EUR 2.7 billion in surplus. The revision of primary income was due to revisions in the source data
concerning the non-financial corporations sector. As a result of the fallen primary income, the current
account for 2017 also turned EUR 1.5 billion into deficit.

The primary income account includes compensation of employees, investment income and other primary
income paid from Finland to abroad and from abroad to Finland. The deficit of primary income is mainly
due to investment income, which includes returns on capital like interests and dividends.

Current account in balance in July 2018

The current account was in balance in July. The value of goods exports in balance of payments terms grew
by 1 per cent from twelve months back. Of the sub-items of the current account, the primary income
account was in surplus. The trade account in balance of payments terms, the service account and the
secondary income account were in deficit.



http://www.stat.fi/til/tpulk/
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Financial account and net international investment position

Net international investment position weakened

At the end of the second quarter of 2018, Finland had EUR 631.7 billion in foreign assets on gross and
EUR 640.6 billion in foreign liabilities on gross. The net international investment position, that is, the
difference between the stock of assets and liabilities, was thus EUR 9.0 billion negative as there were
more liabilities than assets. The net investment position contracted compared to the end of the previous
quarter, when the net international investment position was EUR -5.9 billion. Both the stock of foreign
assets and liabilities increased in the second quarter, but liabilities grew more than assets.

Examined by sector, the weaker net investment position of non-financial corporations had most effect on
the net international investment position in the second quarter of 2018. Social security funds had the
biggest foreign net assets, EUR 144.6 billion, and the other monetary financial institutions sector held the
largest foreign net liabilities.




Finland’s net international investment position quarterly. The figure
was corrected on 19 September 2018.
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Capital flowed to Finland as portfolio investments

In the second quarter of 2018, net capital inflow to Finland amounted to EUR 3.7 billion, which weakened
the net international investment position. Examined by type of investment, net capital inflow was mostly
in the form of portfolio investments, EUR 7.2 billion. Portfolio investments include bonds, money market
instruments and shares. Net capital outflow from Finland was mostly in the form of direct investments,
EUR 3.9 billion.

At the end of the second quarter of 2018, international direct investment assets on gross stood at EUR
154.2 billion and the corresponding liabilities at EUR 119.8 billion, as a result of which the investment
position of direct investments was EUR 34.4 billion positive at the end of the second quarter.

The net investment position of portfolio investments weakened in the second quarter of 2018, as the
liabilities stock of portfolio investments grew more than assets. Portfolio investment assets amounted to
EUR 319.8 billion at the end of the second quarter of 2018. Valuation changes increased portfolio investment
assets from the first quarter, as assets in the form of financial transactions decreased. Portfolio assets were
most in the form of bonds and mutual fund shares. The stock of portfolio investment liabilities grew from
the first quarter as a result of financial transactions and valuation changes and was EUR 323.6 billion at
the end of the second quarter of 2018. Bonds were the biggest item in portfolio investment liabilities, their
stock being EUR 173.8 billion at the end of the second quarter. Portfolio investment liabilities grew most
in listed shares in the second quarter.

Liabilities of other investments, such as loans from outside the group, deposits and trade credits, were
EUR 47.9 billion on net larger than assets. The net liabilities grew from the first quarter as net capital
inflow to Finland amounted to EUR 0.8 billion. At the end of the second quarter of 2018, assets as other
investments amounted to EUR 127.2 billion and liabilities to EUR 175.0 billion.

At the end of the second quarter of 2018, Finland had EUR 0.4 billion in net liabilities related to derivatives.
Liabilities related to derivatives grew from the first quarter and were EUR 22.2 billion at the end of the
second quarter of 2018. Finland had EUR 21.9 billion in assets related to derivatives at the end of the
second quarter of 2018.




Financial account in July 2018

In July, net capital outflow from Finland amounted to EUR 0.4 billion. Of the sub-items of the financial
account, net capital outflow was mostly in the form of direct investments, EUR 1.6 billion. Net capital
inflow was mostly in the form of other investments, EUR 1.7 billion.
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Appendix tables

Appendix table 1. Current account, quarterly 2018, EUR million

Year/quarter
2017/Q2/2017/Q3 2017/Q4 2018/Q1 2018/Q2
Credit | 1. Current account 25929| 24889 27091 25505| 27777
1.1 Goods 15136 14797 15397 15073| 16004
1.2 Services 6311 6395 7477 6541 6770
1.3 Primary income 4175 3424 3932 3562 4757
1.4 Secondary income 307 273 285 329 246
Debit 1. Current account 27468 24515 26662 26207 29842
1.1 Goods 14583 14303 15087 14834 15041
1.2 Services 6946 6676 7415 6803 7465
1.3 Primary income 5109 2774 3361 3674 6524
1.4 Secondary income 830 762 799 896 813

1) The statistics become final more than two years after the end of the reference year.




Appendix table 2. External net financial transactions by sector, quarterly 2018, EUR million

Net

Year/quarter

2017/Q2 2017/Q3 2017/Q42018/Q1 2018/Q2
S1 Total economy 3884 -6591 -5652 111 -3711
S11 Non-financial corporations -106, -8829  -2608  -4859  -1513
S121 Central bank -9066 12983 -27809 18191 -3666
S122 Other monetary financial institutions 9570| -14599 26158 -23180 723
S123 Money market funds (MMF) -79 76 48 -173 -26
S124 Collective investment schemes, excl. money market funds 1004 1088 372 1879 269
S125+S126+S127 Other financial intermediaries, financial auxiliaries
and captive financial institutions and money lenders -1046 . -1957 2005 -1254 -872
S128+S129 Insurance corporations and pension funds 465 225 -2182 101 -302
S1311 Central government 976 347 -4943 2319 -2289
S1313 Local government 127 43 -184 19 41
S1314 Social security funds 1921 3706 3626 6873 3810
S14+S15 Households and non-profit institutions serving households 118 326 -136 195 114

1) The statistics become final more than two years after the end of the reference year.

Appendix table 3. Net international investment position by sector, quarterly 2018, EUR million

Net

Year/quarter

2017/Q2 2017/Q3 2017/Q4 2018/Q1 2018/Q2
S1 Total economy 1720 -2186 5328 -5850  -8992
S11 Non-financial corporations -81445| -87992 -81181 -85091 -92286
S121 Central bank 70465 83387 55714 73618 70444
S122 Other monetary financial institutions -133351| -147840 -119655| -145657 -142522
S123 Money market funds (MMF) 2413 2482 2524 2344 2311
S124 Collective investment schemes, excl. money market funds 52701 54120 55077 55454 56176
S$125+S126+S127 Other financial intermediaries, financial auxiliaries
and captive financial institutions and money lenders -4314 -6521 -7129 -8355 -8128
S128+S129 Insurance corporations and pension funds 30789 312061 29621 29005 29376
S1311 Central government -82918| -80471 -81965 -80959 -80319
S1313 Local government -3421 -3376 -3548 -3543 -3500
S1314 Social security funds 135660 137160 1406264 142621 144602
S14+S15 Households and non-profit institutions serving households| 15142 15658 15245 14711 14855

1) The statistics become final more than two years after the end of the reference year.




Appendix table 4. Balance of payments, EUR million

Year 2017 12 month moving sum 2018/06 2018/07
1. Current account -1 507 -2 548 -175 48
1.1. Goods 1709 1772 356 -167
1.2. Services -1 058 -1160 -245 -133
1.3. Primary income -107 -1 000 -92 540
1.4. Secondary income -2 052 -2 160 -195 -192
2. Capital account 178 188 15 15
3. Financial account -4724 -14753| 2161 383
3.1. Direct investment -1 837 1260 2143 1644
3.2. Portfolio investment 4 809 -8837, -1859 432
3.3. Other investment 835 -1767 1623 -1696
3.4. Financial derivatives -8 142 -5 283 285 22
3.5. Reserve assets -390 -126 -31 -19
4. Errors and omissions -3 395 -12392) 2321 320

1) The statistics become final more than two years after the end of the reference year
2) Figures in the table are net flows during period

3) Financial account = Assets less liabilities
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