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Market Value of Funds Domiciled in Finland


2007 COUNTRY REPORT – FINLAND 

1. Economic and Financial Background

Key Figures (end of 2006)

Population: 

5,276,955
GDP 


167.1 billion €, or 31,723 € per capita*
GDP growth

5.0 %*
Inflation rate

1.6 % 

Unemployment 
7.7 % 

*Preliminary data
Investments in Finland and from Finland in billion €

	Direct investments
	2000
	2001
	2002
	2003
	*2004
	*2005
	*2006

	Finnish investments abroad
	56.0
	59.3
	61.0
	60.2
	62.4
	69.0
	69.0

	Foreign investments in Finland
	26.1
	27.3
	32.4
	39.8
	42.1
	46.0
	48.7

	Securities investments
	 
	 
	 
	 
	 
	 
	 

	Finnish investments in foreign securities
	55.0
	63.4
	72.5
	84.7
	107.5
	130.6
	163.3

	Foreign investments in Finnish securities
	272.3
	202.1
	152.1
	157.5
	162.9
	195.3
	219.6

	* preliminary data
	 
	 
	 
	 
	 
	 
	 


Main Features of Finnish Economy in 2006 - 2007

According to preliminary figures from Statistics Finland, Finland’s GDP increased last year by 5.0 per cent. The economy grew on a wide front. It was fuelled by all components of aggregate demand, especially net exports due to strong international demand. Production volumes increased in all main sectors except for primary production. Production growth was especially swift in manufacturing and construction. Industrial production was driven by the technology sector and the paper industry, the latter of which experienced a seemingly large increase in output owing primarily to the prolonged production shutdown of the previous year.  

The ETLA forecast for the GDP growth in 2007 is 2.7 per cent. Economic growth hinges largely on domestic demand although net exports will continue to boost the growth in 2007. 
In 2007 the growth in merchandise exports will be driven primarily by the strong demand in the technology sector. Export volumes will be boosted the most by the electricity and electronics industry, machinery and equipment, metal refining as well as the metal products industry.

Private consumption will slow down from 3 per cent in 2006 to slightly above 2.5 per cent in 2007. Households’ rising indebtedness will begin to require greater savings and gradually curb the possibilities for consumption growth.

Robust economic growth has fostered employment in recent years, but the number of unemployed persons has decreased slowly. The unemployment rate will subside this year to 7.2 per cent. Jobs will fall in manufacturing and rise in service sectors as well as construction.
2. Key trends in flows and assets under management

Statistical situation and trends
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During the last ten years the Finnish investment fund market has grown quite dramatically (see chart 1). The growth has sustained also periods of unfavorable market conditions. Total assets have grown from EUR 2.8 billion in 1997 to EUR 69.8 billion in June 2007. During the twelve months from July 2006 total assets have grown from EUR 53.1 billion to EUR 69.8 billion, a change of 31%. Cumulative net subscriptions for the same period were EUR 11.5 billion.
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Overall market development

In the early 1990’s over 70% of total fund assets were invested into equity funds. Later fixed income (bond and money market) funds started to gain popularity and the market share of equity funds’ declined below 30% in 1997. In the recent years the share of assets invested into equity funds has varied around 25% and 50 % of total assets (see chart 2). The equity boom in 1998-2000, that was particularly strong in Finland, lifted equity funds’ market share to almost 50% at the market peak in 2000. However, after the peak the market share of equity funds dropped below 30% again at 2003, following a long slide of stock prices that triggered investors to transfer their wealth to lower risk fixed income funds. In the last 12 months inflows to Finnish funds have mostly been in the fixed income side, but strong equity performance has kept the equity market share fairly steady.
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Equity funds

Finnish equity fund market has evolved substantially since 1997 (see chart 3). In the mid 1990’s equity funds investing into Finnish stock markets were dominant. Since then especially funds investing to Europe and global funds have increased their popularity, which has caused a steady decrease in the market share of domestic equity fund investments. The market share of the domestic equity funds has stayed quite steadily around 20% since 2001. Emerging markets has been the most notable gainer, while funds investing in global markets have lost ground. One of the drivers behind this development has been the strong performance of the emerging equity markets. During the last 12 months the market shares have been quite steady. 

Equity funds market share 30.6.2007 was at 23.6 EUR billions (34% of the market). Net subscriptions 07/2006 – 06/2007 were 1.2 EUR billions which was 11% of all net subscriptions.



Chart 4 shows the geographical distribution of equity fund investments in Finland. Funds investing to Europe are the largest group with 38% share of the total equity assets. Funds investing to Finland total about 18% of total equity assets. Emerging markets funds have gained a 16 market share.
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Bond funds

Total asset invested into bond funds were EUR 16.9 billion at 30.6.2007, or 24% of total assets. Euro-zone government bonds cover about 48% of the investments made by the fund class. During the last year net subscriptions in the class were EUR 4.8 billion i.e. 42% of all net subscriptions.

Money market funds

During the last year net subscriptions have been EUR 3.7 billion, which is 32% of total net subscriptions. Total assets in short term fixed income funds were EUR 18.4 billion at 30.6.2007.

Asset allocation funds

Asset allocation has had a steady market share of about 12% for the last four years. In 30.6.2007 asset allocation funds had EUR 8.5 billion total assets and a market share of 12%. Net subscriptions in the last 12 months totaled 1.3 EUR billions or 11% of all net subscriptions.

3. Regulatory and self regulatory developments (including tax)

MiFID implementation:
The government bill has given to the parliament at 29.06.2007. The Finnish Association of Mutual Funds assessed that MiFID Level 1 will come into force on 1 November 2007 with no period of transition. MiFID Level 2 will come into force on 1 November 2007.

Real Estate Funds
The legislation governing real estate funds was revised in 2006. The main alterations introduced by this revised legislation are new possibilities for open-ended non-UCITS funds to invest in real estate and the admission of new types of property funds, such as forestry funds.

Taxation

No regulations that could have either direct or indirect impacts on fund management have been introduced in 2006-2007

4. Corporate governance

According to the new Finnish investment fund legislation, the right of fund management companies to invest the assets of investment funds into the same company increases from five to ten percent. If investment fund invests more than five percents into the one company, it should announce the goals of corporate governance principles for the company in question in the extent they differ from the goals given in prospectus.

The Finnish Association of Mutual Funds has issued a recommendation on fund governance, which sets minimum guidelines for corporate governance principles that fund manager should approve and disclose to their unit holders. 

5. Fund governance

The Finnish investment fund legislation requires 1/3 of the board members of Finnish fund management companies to be elected by the unit holder of the investment fund. 

6. Other major issues and developments

The investment fund market has continued to grow very rapidly in Finland also during the last year. Investors have favored especially money market funds and specialized equity funds. Supply of new products has increased accordingly to match the demand, both from domestic and international providers.

Chart 1. Total Assets in Finnish Mutual Funds 31.12.1992-30.6.2007 (EUR billions).


	(Funds managed by Companies registered in Finland)





Chart 2.  Market Share Development of Equity and Fixed Income Funds Between. 1.1.1997 and 30.6.2007


	(Funds domiciled in Finland)





Chart 3.  Market Share Development of Different Equity Fund Classes Between 1.1.1997 and 30.6.2007.


	(Funds domiciled  in Finland)





Chart 4. Geographical Distribution of Equity Fund Investments as a Percentage of Total Assets Invested into Equity Funds as of 30.6.2007. 


(Funds domiciled in Finland)
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