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In the attached press release issued by the Bank of Finland and 
communicated to the Fund by the Executive Director for Finland, the Finnish 
authorities have announced, with effect from September 8, 1992, the 
temporary floating of the Finnish markka which had been previously pegged to 
the ECU. On the day following this decision, the markka depreciated by 
about 13 percent against the ECU. 

The decision to float was triggered by large-scale speculation against 
the markka in the foreign exchange market in recent weeks and the consequent 
loss in official reserves, which persisted despite increases in the Bank of 
Finland's tender interest rate (equivalent to a rediscount rate) in three 
steps from 14.6 percent in early August to 18 percent on September 3, 1992. 

The Finnish authorities expect the new exchange rate arrangement to be 
temporary, and have reaffirmed their commitment to policies aimed at keeping 
inflation low and at reducing financial imbalances. They intend, as 
necessary, to conduct smoothing interventions in the foreign exchange 
market. The Fund staff are in continuous contact with the Finnish 
authorities concerning the exchange rate system and economic policies. The 
next Article IV consultation discussions are scheduled for early 1993. 
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Press releese 

Cr. account of the serious disturbance prevailing 
in the foreign exchange market, the Be.nk of 3in- 
land has d2cidtd to temporarily abandon the limits 
of th2 fluctuation range set for the external 
relue of the marl&e. This decision has been made 
',cintly with the government in accordance with the 
Currency Act, 

3esgite the economic policy measures taken md the 
favourable developments in exports, uncertainty 
h as ccr,tinu& in the mcney and foreign exchange 
merkew. fierez~rly, disturbaxes in the iztena- 
ticcal ccrrency mark<ets, in particular, have inc- 
reased nervcusness . 

I2 spite cf the current Mgh level of interest 
rates, the Eank of FinIs-*ld has ccnticually h&d tc 
s*Gsport the markks by 9211-g foreign currency. 
T!ie fcreign exchange res2rv2s have, in recent 
days, be+n s',;>,"T2nefi!zd by means of international 
swap arrcng2ments. 

'In the pzescct sitt;ation, the csnditiorls necessary 
for maintaining a fixed exchange rcte do not 
6%iSt. It has therefcre bee,? decided to 
teqqorarily fioat the markka. 

X str2ngtheniq of tlie present 'economic policy 
strate.gy La z prerepieite for stable economic 
development and employment. Reducing the borrowing 
requirement of tha public sector is more important 
than ever. The main task of moneta-q policy will 
continue to be monetary stability. 

As hitherto, the Eank of Fin:end will co5tin;le to 
izpi2mant nonatary plicy thro\ig?i 0222 marker 
operations. The Eank may also intesene in the 
foreign exchaE,ge market to smsoth movemects in the 
external vaics of the merkka. 

Finnish particiption in EuropZn btagration 
reqiiires that Finland restore fixed exchange rat2s 
with other European currencies when the economic 
situation So permitE. 

FCY further &tails, please cmtact ?YZ Ka%ti VeR- 
hale, Me&r of the Board, t21.193 23?3, cr 
YZ Johnny &r&in, Hezd. of EepzsXmEZt, 
tel. 183 2217. 


