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The World Bank today made a loan equivalent to $37 million to provide

capital to nine private companies in Finland's pulp and paper industry for

expansion and modernization of their plants. The projects being financed will

enable the companies to increase their output of chemical pulp and newsprint,

and to maintain the competitive position of these leading Finnish exports in

world markets. The net foreign exchange earnings from the new production should

amount to the equivalent of about $45 million annually.

Eight private banks are participating in the loan, without the World Bank's

guarantee, for a total amount of $2,302,000, representing the first two maturities

and part of the third maturity which fall due between August 15, 1962 and

August 15, 1963. The participating banks are First National City Bank of New

York, Irving Trust Company, Chemical Corn Exchange Bank, The New York Trust

Company, The Chase Manhattan Bank, Bankers Trust Company, Brown Brothers Harriman

& Co., and Swiss Bank Corporation of Basle, Switzerland.

The loan was made to the Mortgage Bank of Finland Oy, a subsidiary of the

Bank of Finland, established in 1956 as a channel through which long-term foreign

loans could be made to Finnish enterprises. The Mortgage Bank will relend the

proceeds of the World Bank's loan to the companies carrying out the projects.

Forests play a dominating role in the Finnish economy. Wood products

account for 80% of the country's export earninGs and over half of this comes from

the pulp anC. ig"per industry. Finland is Europe's second largest exporter of pulp

and paper and the largest exporter of newsprint and kraft paper and board. It is

also a leading exporter of roundwood, plywood and sawn goods. Most of the



companies in the industry are integrated producers, manufacturing in addition to

pulp and paper such items as sawn goods, plywood, chemicals and prefabricated

houses.

The industry is planning to increase its productive capacity of chemical

pulp by 610,000 tons annually and of newsprint by 240,000 tons, or 25% and 30%

respectively. At the same time plants will be modernized and storage and power

facilities will be empanded, resulting in important savings in fuel, power and

transportation costs and in increased operating efficiency. The nine projects for

which the Bank's loan was made represent a substantial part of the investment

being undertaken: they provide for an increase in the companies' annual productive

capacity of chemical pulp by 205,000 tons, and of newsprint by 180,000 tons.

Their total cost will be equivalent to about $90 million, or nearly half the new

investment to be made by the entire pulp and paper industry over the next few

years.

Approximately half the proceeds of the loan has been allocated to three

companies (Kemi Oy, Oulu Osakeyhtio and Metsaliiton Selluloosa Oy) which are

expanding their capacity to produce sulphate pulp by a total of 150,000 tons a

year. About a third of the loan will assist three other companies (Kymmene

Aktiebolag, Myllykosken Paperitehdas Oy and United Paper Mills Ltd.) in expanding

their capacity to produce newsprint by 180,000 tons a year. The remainder of the

loan will assist another three companies (Ab. J.W. Enqvist Osakeyhtio, Oy Kaukas

Ab. and Rauma Repola Oy) to rationalize their steam and power facilities and

increase their annual productive capacity of dissolving pulp and high-grade

paper pulp by about 55,000 tons.

The loan is for a term of 15 years and bears interest of 5-3/4%, including

the 1% commission which is allocated to the Bank's Special Reserve. Amortization

will begin August 15, 1962. The loan is guaranteed by the Government of Finland.

The Bank has now made seven loans totaling $102 million for the expansion

of electric power, agriculture and the wood-products industry in Finland. About
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half the proceeds of earlier loans was used to finance essential imports of

equipment and materials for the wood-products industry, including 26 important

pulp and paper projects. The latter accounted for the bulk of the additional

capacity installed by the industry between 1951 and 1957.

After having been approved by the Bank's Executive Directors, the loan

documents were signed by His Excellency Richard R. Seppala, Ambassador of

Finland in Washington, on behalf of the Government of Finland, and by

Mr. Jaakko Lyytinen, First Secretary of the Finnish Embassy, on behalf of the

Mortgage Bank of Finland Oy.


