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Introduction

The Finnish banking sector is characterised by a strong presence of pan-Nordic banking 
groups in Finland coupled with robust local ,nancial and banking groups. and specialised 
institutionsv Finland suffered a se1ere banking crisis between 9449 and 944P that 
thoroughly reshaped the banking sectorv xartly because of this e2perience and ensuing 
structural changes. Finnish banks were able to weather the global ,nancial crises that 
began in 088E more resiliently than some of their (uropean peersv According to the 
Finnish Financial Super1isory Authority IF)N-FSA'. the Finnish ,nancial sector’s sol1ency 
has remained strong in 080P. and o1erall capital position has been goodv Furthermore. 
banking sectorMs capital position and pro,tability ha1e impro1ed due to solid performance 
and remained stronger than the (uropean a1eragev Horeo1er. the Finnish banking sectorMs 
non-performing loans and loan losses remained moderate and among the lowest in 
(uropev[1] Uowe1er. many risks. such as geopolitical tensions. import tariffs imposed by 
the jnited States administration and the resulting trade war. as well as weaker economic 
growth. continue to pose challenges for banks by weakening the o1erall operational 
en1ironmentv The banking sector is large and highly concentrated. and banks are highly 
e2posed to residential and commercial real estate. the latter facing headwinds from the 
general weakening of the operational en1ironmentv The strong capital position. howe1er. 
pro1ides the ,nancial sector protection against the impeding risksv[2] The banking sector 
is currently undergoing certain structural changes. as an increase in merger pro5ects has 
led to a signi,cant decrease in the number of cooperati1e banksv

The Finnish economy was in recession in 080P and is slowly reco1ering from the recession 
in 080€v The strong inDation of pre1ious years has declined substantially in 080Pv As a 
result of this decrease in inDation. monetary policy has become less restricti1e. and interest 
rates ha1e been reducedv[3] jnemployment grew widely during 080P. and is e2pected to 
continue to grow in 080€. though at a slower pace as the labour market conditions are 
gradually stabilisingv The employment rate decreased by 9v8 per cent during 080P. and 
during the ,rst months of 080€. the employment rate was still decliningv Uowe1er. in 080€. 
the number of employed persons is e2pected to grow by 8v0 per centv[4] According to a 
report published by Finance Finland in April 080€. the lending capacity of banks remained 
strong in 080P. but due to high interest rates and weak economic situation. demand for 
credit was subduedv[5] Uowe1er. in Harch 080€. non-,nancial corporations drew down new 
loans from credit institutions operating in Finland totalling 30vP billion. which was o1er 
twice as much as in the same period a year earlierv 6espite the higher drawdown 1olumes 
in Harch. the stock of corporate loans granted by credit institutions was reduced by 0vP 
per cent year-on-yearv The a1erage interest rate on new corporate loans was PvGG per 
cent in Harch 080€. whereas the stock of corporate loans was 3O9vO billionv Uouseholds 
drew down new loans more than the year before. as the new housing loans by Finnish 
households in Harch 080€ amounted to 39v0 billion. which was 30G8 million more than in 
the same period the pre1ious yearv The stock of Finnish householdsM deposits amounted 
to 3990v9 billion. while the a1erage interest rate on the deposits was 9v8O per centv[6]

The largest credit institutions in Finland measured by total assets as at G9 6ecember 080P 
were Nordea –roup with 3O0GvP billion. qx Financial –roup with 39O9v0 billion Ipre1iously 
qx xoh5ola –roup. including 4G cooperati1e banks' Hunicipality Finance xlc with 3€Gv9 
billion. the Sa1ings Bank –roup with 39Gv4 billion and S-Bank –roup with 39GvG billionv
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Certain trends that ha1e been prominent in the Finnish ,nancial market for some years 
now. such as digitalisation. cybersecurity. public efforts to curb household debt and a 
focus on sustainable business and growth. ha1e inDuenced the Finnish ,nancial markets in 
080P with the geopolitical tensions and domestic politics contributing to the de1elopment 
of some of themv The trend of digitalisation has continued strongly. with more Finnish 
customers choosing J or rather being forced to choose J digital channels for their 
interactionsv )n addition to digitalisation. arti,cial intelligence has been a prominent trend 
with growing impact across all sectors. including the ,nancial marketv A) has enhanced 
the producti1ity through. for instance. automation and impro1ed risk management tools 
with real-time data analysisv qn the other hand. increased reliance on digital solutions has 
necessitated that the banks place greater focus on impro1ing their cyber resilience and 
other operational resilience capabilitiesv The Finnish banks ha1e also continued to focus 
on sustainability factors and integrate sustainability factors into their banking operations 
as a result of the e1er-growing (j-wide sustainable ,nance regulation that sets numerous 
compliance and reporting re7uirements on the ,nancial sector with respect of sustainable 
,nancing. sustainable in1estments and other sustainability-related factorsv

Year in review

The Finnish ,nancial sector’s capital position remained good in 080P. although many 
persistent risks. such as geopolitical tensions and weaker economic growth continued 
to pose challengesv The banking sectorMs non-performing assets relati1e to the credit 
stock were among the lowest in (uropev Uowe1er. the de1elopment of credit risks differed 
considerably between the banks and the 1arious lender segments and industriesv The 
7uality of the credit stock continued to weaken in consumer credit as well as in the 
corporate sectors that ha1e in recent years suffered from the increase in debt-ser1icing 
e2penses and the weak business cyclev[7]

)n 080P. cybersecurity was a prominent themev A considerable leap into the direction of 
cybersecurity has been the (jMs 6igital qperational Resilience Act I6qRA'[8] that entered 
into force on 9O zanuary 080G and has been applicable since 9V zanuary 080€v 6qRA 
aims at strengthening the )T security of credit institutions and ensuring that the ,nancial 
sector can stay resilient e1en in the e1ent of se1ere operational disruptionsv )n Finland. 
6qRA applies to o1er P88 super1ised entities. and they ha1e had 0P months to ad5ust their 
operations to be compliant with 6qRAv xreparations were made during the year for the 
beginning of the application of the regulationv xreparations for both the institutions and the 
F)N-FSA were affected by delays in the ,nalisation of lower-le1el pro1isions supplementing 
6qRAv[9] 6qRA set re7uirements for ,nancial entities. including. among other things. 
re7uirements for )CT risk management. managing and reporting )CT incidents. digital 
operational resilience testing. risk management and o1ersight of critical )CT third-party 
pro1iders. and information sharing on cyber threatsv )n the super1ision of 6qRA. the 
F)N-FSA will focus on the management of super1ised entitiesM )CT risks and cyber-threatsv-
[10]

As part of the go1ernmentMs aim to combat o1er-indebtedness as well as to monitor and 
super1ise ,nancial stability and credit markets. a positi1e credit register was launchedv 
The Act on xositi1e Credit Register has been in force since August 0800. but lenders ha1e 
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been re7uired to report information on consumer credits and other comparable credits. 
and the retrie1al of information has only been possible since April 080Pv The positi1e 
credit register aims to help banks and other credit institutions with assessing customersM 
creditworthiness. thereby reducing the risk of o1er-indebtednessv

Regarding macroprudential measures. in the ,nancial sector for 080P. the initiati1es 
undertaken strengthened the ,nancial systemMs resilience to structural risksv The systemic 
risk buffer of 9 per cent for all credit institutions J decided in 080G J entered into force 
and remained unchanged for 080Pv As the structural capital buffer re7uirements entered 
into effect. the o1erall macroprudential buffers were raised to a le1el deemed su:cient by 
the F)N-FSAv[11] Throughout the year. the F)N-FSA carried out 7uarterly re1iews to assess 
whether the countercyclical capital buffer and the ma2imum loan-to-1alue ratio for housing 
loans Iloan cap' needed updatingv As no changes were re7uired. the countercyclical buffer 
stayed at its basic le1el of ;ero per cent. while the loan cap for borrowers other than 
,rst-time buyers remained at 48 per cent. as restored at the end of 080Gv Horeo1er. the 
additional capital re7uirements for other systemically important institutions remained 
unchangedv[12]

The regulatory guidance of the F)N-FSA centred around the impacts of long-term trends 
in the operating en1ironment such as ,nancial sector digitalisation. increase in )CT and 
cyber risks. tighter regulation and climate change. as well as mitigation of the effects 
therewithv )n zanuary 080P. the F)N-FSA stated that its super1ision would centre on 
operational and ,nancial risks in the uncertain operating en1ironment. on the soundness 
of super1ised entitiesM go1ernance Iincluding. among other things. compliance with and 
super1ision of sanctions as well as preparedness and continuity management'. and on the 
aforementioned long-term trendsv )n 080P. the F)N-FSA ac7uired a new area of inspection 
regarding cryptoasset companiesM customer due diligence procedures. as the total risk 
e2posure of these entities is considered signi,cant in risk assessments of anti-money 
laundering and terrorist ,nancingv[13]

6uring the past year. the F)N-FSA reported an increase in both crypto in1estment scams 
and payment scamsv The F)N-FSA underlined the importance of a robust cybersecurity 
and scam pre1ention regime in the ,nancial sector. noting that the security of banking 
ser1ices can be enhanced in multiple waysv The F)N-FSA urged credit institutions to pay 
closer attention to the security mechanisms of systems and encouraged them to pro1ide 
more guidance to customers on fraud detection and a1oidance. highlighting the critical 
role awareness plays in pre1enting fraudv Horeo1er. the F)N-FSA issued recommendations 
to enhance the security of online banking. mobile banking and online paymentsv )n 
particular. credit institutions were urged to e2pand customersM ability to set more di1erse 
security restrictions for online banking and mobile payments. and to impro1e their payment 
monitoringv[14]

As has been e1ident for a while now. sustainability will ha1e a signi,cant effect on 
the future risks and regulation of actors in the ,nancial sectorv )n 080P. sustainability 
considerations took on greater importance in the ,nancial sector as new regulations. such 
as the 6irecti1e on Corporate Sustainability 6ue 6iligence ICS66'.[15] entered into forcev 
Se1eral (j-led pro5ects also began to ha1e a tangible effect at a national le1elv qn 9 zanuary 
080P. disclosure obligations under the Ta2onomy Regulation[16] were e2panded. and 
the Corporate Sustainability Reporting 6irecti1e ICSR6'[17] became applicable. re7uiring 
companies falling within the ,rst wa1e of application to comply with the rules in the 080P 
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,nancial yearv Hany companies operating in the ,nancial sector were included in the ,rst 
wa1ev For e2ample. Nordea –roupMs annual report for the ,nancial year 080P included a new 
sustainability statement prepared in accordance with the Finnish Accounting Act. Chapter 
V. implementing the CSR6v Uowe1er. in February 080€. the (uropean Commission adopted 
an qmnibus package intended to simplify (j legislation in the ,eld of sustainability and 
in1estmentv )n April 080€. as part of the package. a directi1e known as the Stop-the-clock 
directi1e[18] was adopted. that postpones by two years the entry into application of the 
CSR6 re7uirements for large companies that ha1e not yet started reporting. and by one year 
the transposition deadline of the CS66v These postponements pro1ide relief for se1eral 
national ,nancial operators in the coming yearsv

xursuant to the assessment report of the Finnish Hinistry of Finance on current needs to 
amend legislation on banking ser1ices and credit institutions. published in Harch 080P. 
it was deemed necessary to amend general legislation go1erning credit institutions J 
speci,cally the de,nition of acti1ities permitted for credit institutions. as well as the 
de,nition of repayable funds and the independence of boards of directorsv Horeo1er. 
amendments may be re7uired. for e2ample. for issues in1ol1ing the re7uirement for a place 
of business. pro1isions on real estate holdings. and remunerationv Regarding regulation 
on amalgamations of deposit banks. the re7uired amendments relate to clarifying the 
5oint liability system and group controlv Finally. the report identi,ed a need to update the 
legislation on corporate forms of credit institutions. particularly regarding the Sa1ings 
Bank Act and the Act on Hortgage Societiesv[19] )n zuly 080P. the Hinistry of Finance 
appointed a working group to reform and update the national credit institution legislation 
and to implement the latest changes introduced by the Capital Re7uirements 6irecti1e 
/) ICR6 /)'[20] and Capital Re7uirements Regulation ))) ICRR )))'v[21] Furthermore. the 
abo1e-mentioned assessment report highlighted challenges concerning the accessibility 
and usability of basic banking ser1icesv Conse7uently. in qctober 080P. the Hinistry 
of Finance appointed a separate working group to prepare the necessary legislati1e 
amendments. particularly with regard to basic banking ser1ices. the a1ailability and 
accessibility of cash. as well as customer protection and procedural rulesv The terms of 
both working groups are ongoing and will conclude at the end of 080€v

The regulatory regime applicable to banks

The primary law go1erning credit institutions in Finland is the Act on Credit )nstitutions 
IAC)'v[22] The AC) entered into force in August 089P. replacing the pre1ious act of the same 
namev qne of the main ob5ecti1es of the reform was to implement. 1ia the AC). the Capital 
Re7uirements 6irecti1e ICR6'[23] and the Capital Re7uirements Regulation ICRR'[24] into 
Finnish legislationv As stated abo1e. the national credit institution legislation is undergoing 
changes as the working group. appointed in zuly 080P. is currently planning amendmentsv 
The go1ernment proposal for the legislation implementing the CR6 /) is e2pected to be 
presented in qctober 080€v The ob5ecti1e is for the legislation to enter into force on 9 
zanuary 080Ov[25]

The AC) is generally applicable to all credit institutionsv )n addition. there are other laws 
on speci,c matters that are applicable to banks of particular formsv 6eposit banks are 
categorised as commercial banks Ibanks in the form of a limited company'. cooperati1e 
banks or sa1ings banks. each of which are sub5ect to their own speci,c regulationv As such. 
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the regulatory framework in Finland consists of 1arious laws go1erning speci,c forms of 
banking acti1itiesv The most important laws and regulations are the followingW

9v the AC). which go1erns. inter alia. the establishment and management of credit 
institutionsv The de,nition of a credit institution includes deposit banks and credit 
societiesv As a general law applicable to all credit institutions. the AC) lays down 
the authorisation re7uirements. de,nes the permitted business acti1ities and sets 
out the conduct of business rulesv The AC) also contains pro1isions on capital 
ade7uacy and li7uidity re7uirementsv As part of the ongoing reform of credit 
institution legislation. amendments to the AC) are e2pected to. for instance. clarify 
the acti1ities permitted for credit institutions and specify the assessment of 
managementMs reliability and competence‘

0v the Act on Commercial Banks and qther Credit )nstitutions in the Form of a 
Limited Company.[26] which regulates the operations of commercial banksv This 
Act lays down pro1isions regarding. inter alia. the di1ision. merger. li7uidation and 
bankruptcy of commercial banksv The Companies Act.[27] as a generally applicable 
law. go1erns the corporate aspects of commercial banks e2cept as otherwise 
pro1ided for in the Act on Commercial Banks and qther Credit )nstitutions in the 
Form of a Limited Company or in the AC)‘

Gv the Act on Cooperati1e Banks and qther Credit )nstitutions in the Form of a 
Cooperati1e.[28] which regulates the operations of cooperati1e banksv The Act 
lays down pro1isions regarding. inter alia. the di1ision. merger. li7uidation and 
bankruptcy of cooperati1e banksv The Cooperati1es Act.[29] as a generally applicable 
law. go1erns the corporate aspects of cooperati1e banks e2cept as otherwise 
pro1ided for in the Act on Cooperati1e Banks and qther Credit )nstitutions in the 
Form of a Cooperati1e or in the AC)v There are two cooperati1e bank groups 
operating in FinlandW qx Financial –roup and xqx Bank –roupv At the end of 080P. 
qx Financial –roup was made up of 4G independent cooperati1e banks. while 
xqx Bank –roup consisted of 9E independent cooperati1e banksv Herger pro5ects 
between qx cooperati1e banks are underway in 1arious parts of Finland. and the 
number of independent cooperati1e banks is e2pected to be €P at the end of 080€‘

Pv the Co1ered Bond Act.[30] implementing the Co1ered Bond 6irecti1e I(j' 0894@09O0. 
and the Act on Hortgage Societies.[31] which regulate the operations of mortgage 
banks and mortgage societies.  respecti1elyv  Hortgage banks and mortgage 
societies are credit institutions that specialise in the ,nancing of residential and 
commercial real estatev Uowe1er. their role is not signi,cant in the Finnish ,nancing 
sector owing to the strong position of deposit banks as pro1iders of ,nancingv The 
working group re1ising the credit institution legislation is planning amendments 
to these acts to ensure up-to-dateness and alignment with the latest changes 
introduced by CR6 /) and CRR )))‘

€v the Sa1ings Bank Act.[32] which go1erns the operations of sa1ings banks that ha1e 
the special purpose of promoting sa1ingv At the end of 080P. there were 9P regional 
sa1ings banks operating in Finlandv The working group re1ising the credit institution 
legislation also plans amendments to this act. for instance. in the area of corporate 
forms. to ensure up-to-dateness and alignment with the latest changes introduced 
by CR6 /) and CRR )))‘

Ov
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the  6eposit  Banks  Amalgamation  Act  Ithe  Amalgamations  Act'v[33]  An 
amalgamation of deposit banks comprises a cooperati1e central institution. the 
companies belonging to the central institutionMs consolidation group. the member 
credit institutions and the companies belonging to the member credit institutionsM 
consolidation groups. and the credit institutions. ,nancial institutions and ser1ice 
companies in which the aforementioned institutions 5ointly hold more than half of 
the 1oting rightsv jnder the Amalgamations Act. a central institution is liable for the 
debts of its member credit institutionsv Furthermore. the member credit institutions 
are 5ointly liable for each otherMs debtsv xursuant to the Amalgamations Act. the 
aggregate amount and li7uidity of the amalgamationMs own funds are monitored at 
the amalgamation le1el on a consolidated basisv The working group re1ising the 
credit institution legislation is planning amendments to this act. for instance. in the 
,eld of 5oint liability system and group control clarity. to ensure up-to-dateness and 
alignment with the latest changes introduced by CR6 /) and CRR )))‘ and

Vv regulations and guidelines issued by the F)N-FSAv

As regards banking ser1ices pro1ided by non-Finnish banks. the AC) sets out conditions 
under which non-Finnish credit institutions may pro1ide their ser1ices in Finlandv )n 
line with the general passporting rules based on the CR6passporting regime. credit 
institutions from countries belonging to the (uropean (conomic Area I((A' may pro1ide 
banking ser1ices in Finland either by establishing a branch or by pro1iding ser1ices on 
a cross-border basis. pro1ided that a passporting noti,cation has been submitted to 
the competent authorityv Credit institutions from non-((A countries are not able to take 
ad1antage of the passporting regime a1ailable to ((A credit institutions‘ conse7uently. 
if a credit institution from a non-((A country intends to pro1ide its ser1ices in Finland. 
this must happen through a branch with a prior authorisation from the F)N-FSAv The 
authorisation procedure for non-((A credit institutions is comparable to the authorisation 
procedure applicable to Finnish credit institutionsv At present. there are no authorisations 
for non-((A credit institutions in force in Finlandv )n addition. a non-((A credit institution 
may establish a representati1e o:ce in Finland by notifying the F)N-FSA thereofv Uowe1er. 
a representati1e o:ce may only pro1ide a 1ery limited range of ser1ices and may not 
engage in banking ser1icesv

Prudential regulation

Relationship with the prudential regulator

The F)N-FSA is responsible for the super1ision of FinlandMs ,nancial sectorv The ob5ecti1es 
of the F)N-FSAMs acti1ities are to enable balanced operations of credit institutions and other 
super1ised entities as well as to foster public con,dence in ,nancial market operationsv 
The F)N-FSA is further responsible for. inter alia. promoting compliance with good practice 
in the ,nancial markets and disseminating general knowledge about the marketsv These 
ob5ecti1es and the duties of the F)N-FSA ha1e been included in the Act on the Financial 
Super1isory Authority.[34] which sets forth a comprehensi1e list of the F)N-FSAMs duties and 
delineates its super1isory powersv Lhile the F)N-FSA operates in connection with the Bank 
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of Finland. it makes independent decisions in its super1isory workv )n addition to that work. 
the F)N-FSA is the authority that grants authorisations needed by many ,nancial market 
participants. such as credit institutions. in1estment ,rms. fund management companies 
and insurance companiesv

Lhen carrying out its super1isory duties. the F)N-FSA has considerable authority to 
obtain information from the entities under its super1ision. regardless of any rules on 
con,dentialityv Furthermore. the entities super1ised by the F)N-FSA are re7uired to regularly 
,le 1arious reports to the F)N-FSA. which uses the reported data to monitor the super1ised 
entitiesM economic standing and risks. and to analyse their pro,tability. capital ade7uacy. 
risks and business 1olumesv

The F)N-FSA may e2ercise 1arious super1isory powers. such as imposing a temporary 
prohibition on a person holding a managerial position in a super1ised entity or. in e2treme 
circumstances. cancelling an authorisation granted to a super1ised entityv Horeo1er. 
the F)N-FSA may impose administrati1e sanctions. including administrati1e ,nes. public 
warnings and penalty paymentsv By the entry into force of the AC) in 089P. the sanctioning 
powers of the F)N-FSA were e2tended notablyv )n particular. the ma2imum amounts of 
penalty payments were increased signi,cantly. bringing the ma2imum amounts of the 
penalty payments the F)N-FSA may impose for failures to comply with certain re7uirements 
of the AC) in line with the ma2imum penalties pro1ided for in CR6v

A signi,cant change took place in the super1isory regime when the single super1isory 
mechanism ISSH' commenced its operations in (urope in No1ember 089Pv The SSH is 
a system of ,nancial super1ision comprising the (uropean Central Bank I(CB' and the 
competent national authorities of the participating (j Hember Statesv The legal basis 
for the SSH is Council Regulation I(j' Nov 980P@089Gv Lithin the SSH. the (CB directly 
super1ises ’signi,cant credit institutions’ and has an indirect role in the super1ision of less 
signi,cant credit institutions. which are primarily super1ised by their national super1isors 
in close cooperation with the (CBv At the time of writing. three Finnish credit institutions 
and groups INordea –roup. qx Financial –roup and Hunicipal Finance xlc' as well as the 
Finnish branch of 6anske Bank A@S ha1e been classi,ed as signi,cant institutions. and 
they ha1e been transferred to the direct super1ision of the (CBv

jnder the SSH. the F)N-FSA will not use its powers directly where the (CB has 5urisdictionv 
Therefore. in respect of institutions sub5ect to the (CBMs direct super1ision. the powers of 
the F)N-FSA described herein should be read also to refer to the (CB under the SSHv

The Act on the Financial Super1isory Authority contains speci,c pro1isions for the 
super1ision of foreign super1ised entities and their branches in Finland. and on cooperation 
with foreign super1isory authoritiesv

Hanagement of banks

The board of directors of a bank shall  create a framework for the bankMs internal 
go1ernancev To ful,l this and other tasks. the board may opt to create committees or other 
working groups that are charged with assisting the board in ful,lling its dutiesv According 
to the AC). certain committees. such as a risk management committee. an audit committee 
and a nomination committee. must be established if the criteria described in the AC) are 
metv The day-to-day operations of the bank are the responsibility of its senior management. 
consisting of. for e2ample. the managing director and members of the management groupv 
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)t should be noted that while there is no legal re7uirement to ha1e a management group. 
it is recommended to create such a body to pro1ide assistance to the bankMs managing 
director in the ful,lment of their dutiesv

)n addition to the organisational re7uirements discussed abo1e. a bankMs managers must 
ful,l certain obligations Ias set forth in the AC) and in the F)N-FSAMs regulations and 
guidelines' to manage the bank professionally and in a way that complies with sound 
business principlesv All banks must maintain an effecti1e risk-management system that 
seeks to manage and reduce risks to the bankMs li7uidity and capital ade7uacyv The 
F)N-FSAMs super1ision of banksM corporate go1ernance procedures takes particular note of 
certain items including. inter aliaW

9v the planning and management of a bankMs acti1ities‘

0v the establishment of internal control functions‘

Gv the organisation of a bankMs acti1ities in general Ievgv. identi,cation of conDicts of 
interest. storage of information. effecti1e customer complaint procedures'‘ and

Pv whether the bank maintains su:cient personnel for its operations. has created and 
follows a strategic business plan. and ensures that its operations are go1erned 
according to sound professional and ethical standardsv

(ach credit institution is re7uired to follow certain rules. pursuant to the AC). which include 
a re7uirement to ha1e a remuneration policy that is in line with the business strategy. 
ob5ecti1es. 1alues and long-term interests of the institutionv Additionally. remuneration 
policies must be consistent with. and promote. sound and effecti1e risk management. and 
must not encourage risk-taking that e2ceeds the le1el of tolerated risk of the institutionv 
The rules of the AC) go1erning remuneration policies are in line with those of CR6v

Regulatory capital and li7uidity

Authorisation for a credit institution will be granted if the preconditions set out in the AC) 
are metv These include. inter alia. that the share capital. cooperati1e capital or basic capital 
must be at least 3€ million and fully paid at the time of granting a licence. and that the 
credit institution must meet the capital re7uirements set out in the AC)v

Finland has implemented the CR6 and its subse7uent amendments primarily through 
AC)v As a result. Finnish regulatory capital and li7uidity re7uirements are determined in 
accordance with both the CRR and the AC)v xursuant to the AC). a Finnish credit institution 
must continuously hold the re7uired minimum amount of own funds and consolidated own 
funds. calculated in accordance with both the CRR[35] and Chapter 98 of the AC)v jnder the 
AC). the de,nition of own funds corresponds to the de,nition of own funds as set forth in 
the CRRv[36]

qn 0V qctober 0809. the (uropean Commission adopted a re1iew of (j banking rules. 
namely the (uropean CommissionMs Banking xackage IBasel )/'v The re1iew consists of 
the following legislati1e elementsW CR6 /). CRR ))). and a separate legislati1e proposal 
to amend the CRR in the area of resolutionv The Basel )/ package was published in the 
q:cial zournal of the (uropean jnion on 94 zune 080Pv Both CRR ))) and CR6 /) came into 
force on 4 zuly 080Pv CRR ))) has been generally applicable from 9 zanuary 080€v CR6 /) 
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must be transposed into national law by Hember States by 98 zanuary 080Ov The Basel )/ 
package includes re1isions to capital re7uirements. calculation of credit risk. operational 
risk and credit 1aluation ad5ustment riskv The Basel )/ package sets a minimum le1erage 
ratio buffer for large and systemically important institutions and introduces a new output 
Door for banks using internal modelsv

The new amendments introduced through CRR ))) ha1e already impacted credit institutionsM 
operationsv )n qx Financial –roupMs )nterim Report for the ,rst 7uarter of 080€. the –roup 
reported a reduction in capital ade7uacy as the Common (7uity Tier 9 ratio decreased 
by 9v€ per centv According to the –roup. this was a result of changes in the (j Capital 
Re7uirements Regulation and in the collateral management processv

xursuant to the CRR. credit institutions must ha1e a Common (7uity Tier 9 capital ratio 
of at least Pv€ per cent. a Tier 9 capital ratio of O per cent and a total capital ratio of 
E per cent Ieach ratio e2pressed as a percentage of the total risk e2posure amount'v 
Furthermore. pursuant to the AC). an additional capital conser1ation buffer of 0v€ per cent 
has been applicable to all credit institutions since 9 zanuary 089€v The F)N-FSA is also 
authorised to set a countercyclical buffer of ;ero to 0v€ per cent based on macroprudential 
analysisv Both the additional capital conser1ation buffer and the countercyclical buffer 
must be satis,ed with Common (7uity Tier 9 capitalv At the time of writing. the F)N-FSA 
has not imposed the countercyclical bufferv Since 9 zanuary 089E. the F)N-FSA has been 
authorised to set a systemic risk buffer of between 9 and € per cent on credit institutions. 
applicable from 9 zanuary 0894 at the earliestv The most recent decision of the F)N-FSA 
regarding the le1el of systemic risk buffer re7uirements for Finnish credit institutions was 
issued on 0€ Harch 080€v Finally. there is an additional capital buffer re7uirement for other 
systemically important institutions Iq-S))s' whose failure or other malfunction would be 
e2pected to 5eopardise the stability of the national ,nancial systemv The q-S)) buffer for 
credit institutions operating in Finland may be set at ;ero to 0 per cent of the total risk 
e2posure amount and must be satis,ed with Common (7uity Tier 9 capitalv At the time of 
writing. the F)N-FSA has imposed additional capital re7uirements Iq-S)) buffers' on three 
Finnish credit institutionsv[37]

The AC) also contains speci,c pro1isions on the consolidated super1ision of banking 
groups. including pro1isions on the calculation of own funds on a consolidated basis. 
consistent with the CRR and CR6v

The F)N-FSA has issued further national regulations and guidelines on the calculation of 
capital re7uirements and large e2posuresv These instructions are related to the national 
application of the CRR and contain. inter alia. the F)N-FSAMs guidelines on the categorisation 
of 1arious Finnish capital instruments into Common (7uity Tier 9. Additional Tier 9 or Tier 
0 instruments for the purposes of satisfying the own funds re7uirements imposed by the 
CRR and the AC)v

As regards li7uidity re7uirements. Finnish credit institutions must comply with the li7uidity 
re7uirements set forth in the CRR and as further speci,ed by the Commission 6elegated 
Regulationv[38]

Reco1ery and resolution

6irecti1e 089P@€4@(j. pro1iding for the establishment of a (uropean-wide framework for 
the reco1ery and resolution of credit institutions and in1estment ,rms IBRR6'. entered into 

Banking Regulation | Finland E4plore on Lexology

https://www.lexology.com/indepth/banking-regulation/finland?utm_source=TLR&utm_medium=pdf&utm_campaign=Banking+Regulation+-+Edition+16


 RETURN TO SUMMARY

force on 0 zuly 089Pv )n addition. the (uropean jnion has adopted a directly applicable 
regulation go1erning the resolution of the most signi,cant ,nancial institutions in the 
euro;one Iivev. a regulation establishing a Single Resolution Hechanism Regulation Ithe 
SRH Regulation''v[39]

)n Finland. the BRR6 was implemented mainly through two actsW the Act on Resolution 
of Credit )nstitutions and )n1estment Firms Ithe Resolution Act'[40] and the Act on the 
Financial Stability Authorityv[41] The latter regulates the Finnish Financial Stability Authority 
Ithe Stability Authority'. which is the national resolution authority and is responsible for 
the resolution of credit institutions and in1estment ,rms in Finlandv Among its key tasks. 
the Stability Authority draws up resolution plans for institutions. decides whether a failing 
institution is to be placed under resolution and applies the necessary resolution tools to an 
institution under resolutionv The implementation of the BRR6 also in1ol1ed amendments to 
do;ens of e2isting acts. most notably to the AC). and the repeal of the Act on the Temporary 
Bank Le1y and of the Act on the –o1ernment –uarantee Fundv

jnder the reco1ery and resolution regime. credit institutions are generally re7uired to draw 
up reco1ery plans to secure the continuation of their business in the e1ent of ,nancial 
distressv These plans must include options for measures to restore the ,nancial 1iability of 
the institution and must be updated annuallyv The plans must be submitted to the scrutiny 
of the F)N-FSAv

)n the conte2t of the said legislation. the F)N-FSA has been empowered to apply early 
inter1ention tools to banks and in1estment ,rmsv These tools may be used if the F)N-FSA 
has solid reasons to belie1e that an institution will fail in regard to its licensing conditions. 
liabilities or obligations under the capital ade7uacy regulations within the ne2t 90 monthsv 
The early inter1ention tools include. inter alia. the right of the F)N-FSA toW

9v re7uire the bankMs management to implement measures included in the reco1ery 
plan‘

0v con1ene a general meeting of shareholders for the purpose of taking necessary 
decisions for reco1ery‘

Gv re7uire the remo1al of members of the bankMs management‘ and

Pv re7uire changes to the legal and ,nancial structure of the institutionv

xursuant to the Resolution Act. the Stability Authority shall set up and maintain a resolution 
plan for each institutionv The resolution plan must be ready for e2ecution in the e1ent that 
the institution needs to be placed in a resolution processv

The Resolution Act 1ests the Stability Authority with resolution powers and tools as 
pro1ided in the BRR6v )f the Stability Authority considers that an institution is failing or 
likely to fail. and that there is no reasonable prospect that any pri1ate or early inter1ention 
measures or write-down of capital instruments would pre1ent the failure. and further 
that resolution is necessary in the public interest. the Stability Authority is empowered to 
declare and initiate a resolution process in respect of the institutionv

6uring such a process. the institution could be sub5ect to the e2ercise of a number of 
resolution toolsW mandatory write-down of debts or con1ersion of debts into e7uity Ibail-in'. 
sale of business. bridge institution and asset separationv To continue the operations of the 
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institution. the Stability Authority has the power to decide upon co1ering the losses of the 
institution by reducing the 1alue of the institutionMs share capital or cancelling its sharesv

The BRR6 Iand conse7uently. the Resolution Act' pro1ides a re7uirement for credit 
institutions to meet the minimum re7uirement for own funds and eligible liabilities IHR(L' 
designed to ensure su:cient loss-absorbing capacity to enable the continuity of critical 
functions without recourse to public fundsv All institutions must meet an indi1idual HR(L 
re7uirement calculated as a percentage of total liabilities and own funds and set by the 
rele1ant resolution authoritiesv The Stability Authority gathers information from credit 
institutions in its direct 5urisdictionv Based on the gathered information. the Stability 
Authority has been preparing indi1idual resolution plans and decisions on eligible liabilities 
under HR(L for Finnish credit institutionsv The process and schedule of the planning and 
decision process 1aries between institutionsv

At the time of writing. changes to the BRR6 are anticipatedv qn 9E April 080G. the (uropean 
Commission published a proposal to ad5ust and further strengthen (uropean jnionMs 
e2isting bank crisis management and deposit insurance framework Ithe CH6) xroposal'v 
The CH6) xroposal looks to amend the BRR6. including. among other things. amending 
the ranking of claims in insol1ency to pro1ide for a general depositor preference. pursuant 
to which the insol1ency laws of (j member states would be re7uired by the BRR6 to 
e2tend the legal preference of claims in respect of deposits relati1e to ordinary unsecured 
claims to all depositsv )f adopted. the CH6) xroposal would re7uire the pro1ision regarding 
speci,c ranking of claims in an insol1ency of a credit institution and its holding company 
included in the AC) I9WPa' to be amended accordinglyv Uowe1er. the CH6) xroposal is still 
sub5ect to further legislati1e proceduresv

The SRH Regulation has established a pan-(uropean resolution authority. the Single 
Resolution Board ISRB'v The SRB has been fully operational. with a complete set of 
resolution powers. since zanuary 089Ov These powers ha1e replaced the resolution powers 
of the Stability Authority in respect of the Finnish institutions that are sub5ect to the SRH 
Regulationv[42]

As part of the single resolution mechanism. a Single Resolution Fund ISRF' managed 
by the SRB commenced operations in zanuary 089Ov Finnish credit institutions must pay 
annual contributions to the SRFv The amount of the contributions shall be determined in 
accordance with the SRH Regulationv

Additionally. AC) and the Resolution Act lay down pro1isions concerning. among other 
things. 1arious minimum capital re7uirements and remuneration rulesv As for resolution. 
the legislation clari,es re7uirements related to the minimum amount of own funds and 
eligible liabilities. as well as grants resolution authorities the power to restrict asset 
distributions by institutions and suspend the implementation of agreementsv Furthermore. 
in relation to amalgamations of deposit banks. the Stability Authority has powers to use 
the resolution tools towards the whole amalgamation including its central institution and 
member banks if the amalgamation as a whole ful,ls the criteria for resolutionv

Conduct of business

U(R(qN
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The AC) sets out the conduct of business rules for banks and lays down pro1isions on ci1il 
and criminal liability for breaching those rulesv

As regards the acti1ities banks may engage in. all credit institutions may pro1ide 1arious 
,nancing ser1ices Isuch as lending. leasing and factoring' as well as other ser1ices 
co1ered by their licence. but only deposit banks are entitled to accept deposits from 
the publicv xursuant to the AC). customers are always entitled to certain basic banking 
ser1ices. as a result of which deposit banks may only refuse to open a payment account 
with basic features and to offer payment ser1ices relating to that payment account for 
weighty reasons. such as non-compliance by the customer with anti-money laundering 
obligationsv Following the implementation of the xayment Accounts 6irecti1e[43] IxA6'. 
online banking credentials are also considered a part of basic banking ser1ices. and banks 
may no longer refuse to offer online banking credentials to. for e2ample. customers with a 
bad credit historyv

At the time of writing. corporate clients do not ha1e the aforementioned legal right to basic 
banking ser1ices bene,tted by pri1ate customersv Uowe1er. this is e2pected to change 
following the Hinistry of FinanceMs assignment of a working group in qctober 080P to 
re1ise the legislation go1erning basic banking ser1icesv qne of the working groupMs main 
ob5ecti1es is to e2tend this right to micro-enterprises. small businesses. and associations. 
thereby ensuring ade7uate and reasonably priced access to banking ser1icesv The working 
group will continue its mandate until the end of 080€v

The AC)  includes certain  general  conduct  of  business rules  that  must  always be 
complied with when offering banking ser1ices in Finland‘ these include. inter alia. the 
obligation for banks to comply with good banking practice. the prohibition on pro1iding 
false or misleading information and the prohibition on using unreasonable contractual 
termsv Furthermore. a binding ma2imum loan-to-1alue ILT/' ratio for housing loans was 
introduced in the legislation in 089O as a new macroprudential instrument a1ailable for the 
F)N-FSAv The F)N-FSA has issued speci,c guidelines on the calculation of the LT/ ratio to 
harmonise the LT/ concept in the market of housing loans for personal customersv Foreign 
Inon-Finnish' credit institutions pro1iding ser1ices in Finland must also comply with these 
guidelinesv

The AC) also pro1ides banksM clients with e2tensi1e protection as regards banking secrecyv 
)n practice. banking secrecy rules are generally strictly applied in Finland. although there 
are certain notable statutory e2emptions to the banking secrecy obligations. including the 
ability to pro1ide information within the same group of companies for certain purposes. 
and the right of certain authorities to obtain informationv

Since the enactment of the AC). the legislation now contains e2press pro1isions re7uiring 
non-Finnish credit institutions to comply with the conduct of business obligations set forth 
in the AC) when offering banking ser1ices in Finland. irrespecti1e of whether these ser1ices 
are offered through a Finnish branch or on a cross-border basisv

The AC) contains pro1isions on both ci1il and criminal liability. although breaches of certain 
pro1isions of the AC) are go1erned by the Finnish xenal Codev jnder the AC). ci1il liability 
for damage caused due to wilful misconduct or negligence when performing their duties 
e2tends to the founder of a credit institution. the members of its super1isory board and 
board of directors. as well as the credit institutionMs managing directorv
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Funding

The main source of funding for banks operating in Finland is depositsv The banks 
,ll the funding gap between lending to customers and accepting deposits by issuing 
bonds mainly to international wholesale capital marketsv The market demand for the 
bond issuances of Finnish banks has remained satisfactoryv The market has seen the 
introduction of CRR-compliant Additional Tier 9 and Tier 0 instrumentsv As part of the CRR 
regime. banks need to consider the capital ade7uacy treatment of each of the instrumentsv 
Being cautious about any possible strings attached. Finnish banks ha1e not resorted to 
(CB special funding facilities to any signi,cant e2tentv

Control of banks and transfers of banking business

Control regime

xrior noti,cation to the F)N-FSA is re7uired when ac7uiring shares or interests. either 
directly or indirectly. in a credit institution and thereby establishing a 7ualifying holding 
Iivev. at least 98 per cent of the shares or comparable other capital of the credit institution. 
or at least 98 per cent of the 1oting rights or other holding entitling the holder to e2ercise 
similarly signi,cant inDuence in the credit institution'v

The F)N-FSA must also be similarly noti,ed if the holding in a credit institution is increased 
so that the proportion of the share or comparable other capital or 1oting rights held 
reaches or falls below any of the thresholds of 08. G8 or €8 per cent of the same. or 
results in the credit institution becoming or ceasing to be a subsidiary of the ac7uirerv 
The same noti,cation re7uirements apply where an ac7uirer is party to an agreement or 
other arrangement that. if or when effected. will result in the ac7uirerMs holding reaching. 
e2ceeding or falling below one of the aforementioned thresholdsv

The names of the owners of holdings referred to abo1e. as well as the si;es of those 
holdings. must be noti,ed by the credit institution or its ,nancial holding company to the 
F)N-FSA at least once a year. and any changes in the ownership of any holdings that ha1e 
come to its notice must immediately be noti,ed by the credit institution or its ,nancial 
holding companyv

The F)N-FSA may. within O8 business days of receipt of the noti,cation. ob5ect to the 
ac7uisition of the holding if the holding would endanger the business operations of the 
credit institutions being carried out in accordance with prudent and sound business 
principles. and the endangerment is grounded on a breach of additional appro1al criteriav

The F)N-FSA may prohibit the e2ercise of 1oting rights in the credit institution by the 
ac7uirer for periods of one year at a time where an ac7uisition 1iolated the acceptance 
criteria of the F)N-FSAMs opposition or is not duly noti,ed to the F)N-FSA. resulting in. inter 
alia. the suspension of all the rights related to shares or participations in a credit institution 
other than the right to pro,tv

Banking Regulation | Finland E4plore on Lexology

https://www.lexology.com/indepth/banking-regulation/finland?utm_source=TLR&utm_medium=pdf&utm_campaign=Banking+Regulation+-+Edition+16


 RETURN TO SUMMARY

The go1ernment proposal for the legislation implementing the CR6 /) is e2pected to 
include amendments that e2pand the super1isory powers of the F)N-FSA in ac7uisitions 
and transfers of 7ualifying holding. in accordance with CR6 /)v

Transfers of banking business

The Act on Commercial Banks and qther Credit )nstitutions in the Form of a Limited 
Company contains pro1isions on mergers. demergers and transfers of business of a credit 
institution operating in the form of a limited liability companyv Corresponding transfers of 
business pro1isions are also included in the Sa1ings Bank Act and in the Act on Cooperati1e 
Banks and qther Credit )nstitutions in the Form of a Cooperati1e. which means that sa1ings 
banks and cooperati1e banks are also able to transfer business to another credit institution 
in accordance with the special regimev The pro1isions re7uire. inter alia. a merger. demerger 
or transfer plan to be prepared. and public summons to be gi1en to the creditors of the 
bank. e2cept for its depositorsv

Creditors. e2cluding depositors. are entitled to ob5ect to the arrangement. usually within a 
period of three to four months of the date of the public summonsv )f the prompt completion 
of the arrangement is considered necessary by the F)N-FSA to safeguard the stable 
operation of a credit institution. the arrangement can be e2ecuted. despite any ob5ections 
by creditors whose position will not be 5eopardised by the arrangement. in the F)N-FSAMs 
opinionv

Creditors who ha1e ob5ected to the arrangement under any other circumstance must gi1e 
their consent and recei1e payment or be granted a security for their claims before the 
completion of the arrangementv (1en though they are not considered creditors. banksM 
depositors must be informed of the arrangementv 6epositors whose deposit would be 
e2cluded from the deposit guarantee in full or in part are entitled to terminate their 
depositsv

The F)N-FSA must be informed of the arrangement before the public summons is applied 
for and informed in due course of creditorsM potential ob5ectionsv The F)N-FSA has an 
indi1idual right to ob5ect to the arrangement in the e1ent that the recei1ing party will not 
need to apply for a new authorisation and the F)N-FSA considers that the arrangement 
endangers the ful,lment of the conditions for the bankMs authorisationv

The implementation of CR6 /) is e2pected to amend the current regulatory re7uirements 
for mergers and ac7uisitions and other reorganisations in the banking sector. as CR6 /) 
introduces more detailed authority appro1al processes for such transactionsv

Outlook and conclusions

)n 080P. there was a substantial slowdown in inDationv Uowe1er. consumer prices are 
e2pected to rise particularly in 080€ due to increases in 1alue added ta2 and other 
indirect ta2es on consumptionv[44] The weak economic growth. policies of the new 
jS administration. particularly those concerning import tariffs. and the o1erall global 
uncertainty are posing challenges both to customersM repayment capacity and credit 
institutionsM credit processes and operations in the near futurev The Mnew normalM with 
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regard to the role of arti,cial intelligence and de1eloping digital technologies in customersM 
personal and professional li1es has forced the traditional Finnish ,nancial sector actors to 
adopt more digital solutions and re1ise their business modelsv Ne1ertheless. Finnish banks 
ha1e historically demonstrated good resilience in challenging operating en1ironmentsv For 
instance. the stress tests performed on Finnish banks by the (uropean Banking Authority 
I(BA' in 080G. indicated that. as a whole. the Finnish banking sector has the capabilities to 
withstand a signi,cant weaking of the operating en1ironmentv[45] The (BA is set to conduct 
new stress tests of (uropean banks in the ,rst half of 080€v )n addition. the F)N-FSA 
will conduct a national e2tension for the Finnish banking sector co1ering the eight banks 
directly super1ised by the F)N-FSAv[46] These stress tests will pro1ide updated insight into 
the current state of resilience of Finnish banksv

The operating en1ironment of the Finnish ,nancial sector remained challenging for 080P 
as the Finnish economy continued to be in a recessionv Uowe1er. the economy returned to 
growth during the year. and now the economy is making a slow reco1ery from recessionv 
According to economic forecasts. –6x will grow by 9vG per cent in 080€v Slowdown in 
inDation and falling interest rates ha1e impro1ed household purchasing power. but the 
growth in householdsM real disposable income is e2pected to be relati1ely slow in 080€ 
due to weak employment situation. cuts in social bene,ts and increases in 1alue-added 
ta2 ratesv –rowth in FinlandMs e2port markets is e2pected to pick up speed as the euro area 
is reco1eringv Uowe1er. the jS trade policy and the uncertainty it is creating has lowered 
the growth forecast for this yearMs e2ports and –6x growthv[47]

6espite the challenging operating en1ironment caused by geopolitical risks. as well as 
pronounced credit risks in segments suffering from the weak cyclical situation. such as 
consumer credit and construction. the pro,tability of the Finnish banking sectorMs capital 
position has strengthened. as the banking sectorMs own funds increased due to o1erall 
solid performancev The banking sectorMs operating pro,t continued to grow. fuelled by the 
increase in net interest incomev Uowe1er. the increase slowed down and started to decline 
slightly towards the end of 080P due to the decline in interest ratesv[48]

All in all. the Finnish banking sector is performing well and is e2pected to continue its 
solid performancev Finnish banks are well e7uipped to meet the challenges arising from 
anticipated de1elopments in the macroeconomic en1ironment. as well as from e2pected 
changes in the operational landscape and regulatory frameworkv
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