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EESTI PANK 
ANNUAL REPORT 
2020. FOREWORD.
The year 2020 will go down in history as 

the year of the coronavirus pandemic. 
The spread of the coronavirus in the 
first months of the year, which quickly 
assumed the proportions of a pandemic, 
caused restrictions to be introduced 
everywhere that blocked both produc-
tion and consumption, causing steep 
falls in economies around the world.

Different countries and economic sec-
tors in the euro area experienced the 
impact of the restrictions very differ-
ently. The recession in Estonia was one 
of the mildest, as the virus spread a little 
more slowly and so the lockdowns in 
response were not as harsh. However, 
employment fell further than it did in 
most other European countries.

The flexible labour market made it pos-
sible to adapt quickly to the new circumstances. Evidence of this is that 
when the wage subsidy was ended there was no large wave of redun-
dancies, and the number of redundancies did not rise in October and 
November.

After the outbreak of the disease in spring faded and restrictions were 
eased, the global economy recovered quite strongly. However, the new 
wave of the virus that erupted in the autumn shattered hopes of the 
economy returning rapidly to its former path.

CENTRAL BANKS AIMED TO 
EASE THE IMPACT OF THE 
PANDEMIC ON THE ECONOMY

Central banks reacted quickly to the crisis. At the Governing Council of 
the European Central Bank, we introduced various measures through-
out 2020 to keep financing conditions favourable for businesses, gov-
ernments and people in the euro area. The Governing Council decided 
as early as the start of March to provide notably cheaper loans than 
usual to the commercial banks on the condition that they did not with-
draw from lending to businesses.

Particularly important for easing the crisis was the meeting of the  
Governing Council on 18 March, where a new Pandemic Emergency 
Purchase Programme of 750 billion euros was introduced to ease the 
economic impact of the pandemic. Over the year it was increased in size 
to 1.85 trillion euros. The aim of the extraordinary asset purchase pro-
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gramme is to create better conditions for the recovery of the economy 
in the euro area by lowering borrowing costs and increasing lending in 
the euro area.

We took other steps besides purchasing bonds so that various sectors 
of the economy would have sufficient access to loans on favourable 
terms and so that the banks would be able to finance those loans. It is 
in the interests of the central banks of the euro area to do everything 
possible to see the banks keep funding businesses and not panic and 
withdraw their lending out of fear. It is for this reason that Eesti Pank is 
providing loans to commercial banks with interest rates that are even 
below that at which we at the central bank take deposits from the banks. 
These rates are granted on the condition that the bank continues to lend 
at least the same amount as before to businesses and households.

As soon as the pandemic erupted, Eesti Pank started to assess how it 
would impact the economy. We compiled and published possible devel-
opment scenarios for the Estonian economy under heavy time pressure 
in the first quarter of 2020, and we produced our planned economic 
forecast even in the rapidly changing circumstances of the second 
quarter.

This thorough economic analysis helped us achieve one of our key 
tasks of advising the government on its economic policy choices. We 
maintain an open dialogue with the government, other policymakers and 
different experts when formulating and sharing our views on economic 
policy. We participated in the crisis measures working group invited by 
the Ministry of Economic Affairs and Communications, which was con-
vened to assess the assistance measures already passed and to rec-
ommend what should be done in a deeper recession.

Eesti Pank is of the opinion that support measures and subsidies should 
be targeted, rapidly introduced, and temporary. We have emphasised 
that because the virus has affected different sectors of the economy dif-
ferently, the measures should be targeted at supporting the companies 
and people facing the largest difficulties. Long-term support measures 
for business should primarily support the areas that have the stron-
gest potential for the future and that will increase Estonia’s long-term 
competitiveness. It is also extremely important to support the training 
of people so that their skills should match those needed by the labour 
market.

THE CRISIS MADE IT NECESSARY 
TO ADAPT WORKING PLANS

Contributing to the discussions leading up to the introduction of addi-
tional monetary policy measures by the Governing Council was one of 
the most important tasks of Eesti Pank economists working in the dif-



EESTI PANK ANNUAL REPORT 2020

6

ferent committees of the European Central Bank. Running the purchase 
programmes in Estonia in much larger volumes and scope increased 
the workload of our financial markets department.

The review of the monetary policy of the European Central Bank built 
up steam in the second half of the year having been postponed by the 
outbreak of the virus in the spring, and its aim is to ensure that mone-
tary policy is suited for its goals both now and in future. All aspects of 
monetary policy are being reviewed, guided by the goal of maintaining 
price stability in the euro area. Various parties throughout Europe will 
be consulted during the strategy review. To incorporate the views of the 
Estonian public into discussions of monetary policy, Eesti Pank organ-
ised a round table of non-profit associations and an internet survey in 
the autumn.

The steep fall in the economy caused by the coronavirus crisis focused 
great attention on the functioning of the Estonian financial sector and 
on the risks to it. The assessments by Eesti Pank in the spring and the 
autumn found that the risks to financial stability in Estonia were high. 
To get a better picture of the impact of the crisis, we met more fre-
quently than usual with the heads of the large commercial banks. We 
also required additional reporting from the banks for monitoring pur-
poses. We reviewed the systemic risk buffer requirement and decided 
to lower it to create better conditions for covering loan losses and for 
issuing new loans.

We held a round table on financial innovation to allow regular discus-
sions between state institutions and the private sector to support the 
development of financial innovation. Among the topics at the round 
table have been central bank digital currency, cross-border payments 
and payment systems, cyber security, and crypto assets.

Circulation of cash was fortunately not particularly affected by the pan-
demic, but changes had to be made in how work was organised to 
avoid the risk of key people in the cash handling division becoming ill. 
The central bank together with SEB and Swedbank carried out an exer-
cise in June that was designed to test how appropriate the tasks and 
activities described in the emergency resolution plans for cash circula-
tion were.

We also focused attention on another topic that may not be very obvi-
ously connected to the Covid-19 pandemic, but which needs to be dealt 
with despite the virus, and that topic is climate neutrality. The two green 
topics that Eesti Pank focused on in 2020 were green investment and 
the impact of climate change on financial stability. Eesti Pank joined 
the Network for Central Banks and Supervisors for Greening the Finan-
cial System to share best practices on how the risks of climate change 
should be considered in the work of central banks and how we can help 
make the economy more sustainable.

One important outcome was that in the autumn Eesti Pank signed an 
agreement on cooperation with Tallinn University of Technology that will 
look for ways to reduce the carbon footprint of the historical central 
bank buildings and apply the principles of the smart building.
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In summary it can be said that the central bank organisation managed 
to do its work well despite the difficulties. The year 2020 was an extra- 
ordinary one for the staff of the central bank, as it was for those of many 
other institutions, because the emergency situation that was declared in 
the spring and the reintroduced tighter restrictions in the autumn meant 
that many of our staff were working from home to a greater or lesser 
extent. Departments providing vital services started to follow the princi-
ple of split teams in their work.

EESTI PANK SUPPORTED THE 
FINANCIAL POSITION OF THE 
STATE WITH AN EXCEPTIONALLY 
LARGE SHARE OF ITS PROFITS

Despite the efforts of healthcare workers, governments and central 
banks, it is probable that the virus crisis will continue to exert a negative 
impact on the economy for a long time. Monetary policy will remain sup-
portive of a relaunch of growth in the euro area economy for the coming 
years, and Eesti Pank will play an equal part alongside other central 
banks in setting that policy. In advising the government and the public in 
Estonia and in carrying out macroprudential supervision we must focus 
primarily on the recovery from the economic crisis and on supporting 
the sustainable development of the financial sector.

The impact of the coronavirus crisis on the state and on individual peo-
ple has indeed been quite extraordinary, and this has caused additional 
financial risks for the central bank, though the much more immediate 
impact of the crisis has been on the state budget. For that reason we 
considered it right to make a contribution to strengthening the financial 
position of the state by giving it the maximum amount of profit that we 
are legally permitted to. The central bank normally allocates a quarter of 
its profit of the previous year to the state budget, but in 2020 Eesti Pank 
contributed more than three quarters of its profit from 2019, totalling 
some 19 million euros. The last time the central bank allocated more 
than one quarter of its profit to the state budget was in 2009. 
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THE MAIN FUNCTIONS OF 
EESTI PANK

MISSION
As the central bank of the Republic of Estonia and a member of 

the Eurosystem, we contribute to the sustainable development of 
the Estonian economy and to increased prosperity for Estonia. We 
keep price growth moderate, setting a joint monetary policy together 
with the other central banks of the euro area and implementing it in 
Estonia. We maintain the stability of the Estonian financial system by 
helping to set policy for the financial sector. We ensure that cash is of 
good quality and promote a safe and efficient payment environment. 
We give an independent assessment of the state and outlook of the 
economy, we advise the government on important matters of eco-
nomic policy, and we produce high-quality statistics.

VISION

The positions and actions of Eesti Pank are considered in Estonia and 
abroad. Eesti Pank is an efficient and innovative organisation and is the 
most highly regarded authority in Estonia on questions of finance and 
the economy at the macro level.

THE SINGLE ECONOMIC POLICY  
OF THE EURO AREA

As a central bank of the Eurosystem, Eesti Pank participates in setting 
the single monetary policy of the euro area. The decisions needed for 
the single monetary policy to be implemented are taken jointly by all the 
central banks of the Eurosystem working together. To be able to take the 
decisions for which it is responsible, Eesti Pank analyses processes that 
affect the whole of the Eurosystem and developments in the Estonian 
economy. The central banks that are members of the Eurosystem carry 
out the decisions taken.

ENSURING FINANCIAL STABILITY

Eesti Pank backs up the functioning of the financial system as a whole. 
To do this, the central bank analyses and assesses the financial sec-
tor and the risks to it, and takes any steps necessary to reduce risks. 
Eesti Pank is responsible for monitoring the stability and strength of the 
banking system as a whole. The bank designs policies for the financial 
sector and helps write the law governing it and develop the framework 
for crisis management.

FINANCIAL ASSET MANAGEMENT

Eesti Pank maintains the value of the currency through its reserves and 
uses the income it earns from them to cover its operating costs. Eesti 
Pank administers the assets of Estonia and the European Central Bank. 
For the central bank to be financially independent, it needs to maintain 
and invest its assets. The bank also has an agreement to manage the 
investment portfolio of the Guarantee Fund and is ready to invest other 
long-term reserves of the public sector.
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CURRENCY CIRCULATION

Eesti Pank is responsible for ensuring there is enough good quality 
cash to meet the demand for it. Together with the other central banks 
of the euro area and the European Central Bank, Eesti Pank issues the 
notes and coins of the legal tender of the euro area. Eesti Pank makes 
sure that demand for euro banknotes and coins is met and sufficient 
cash reserves are maintained, and it participates in ensuring the quality 
of cash and in anti-counterfeit measures for cash. Eesti Pank ensures 
that cash circulation functions even in an emergency.

SETTLEMENTS

Eesti Pank takes care that payments and settlements are made without 
interruption. Eesti Pank has the right to set up and manage payment 
systems. Eesti Pank operates as the overseer for important payment 
and settlement systems by assessing their risks and giving recommen-
dations for making the system more efficient. Eesti Pank contributes to 
developing the payments market, and to designing policies and regu-
lation for it.

STATISTICS

Eesti Pank is the other primary agency beside Statistics Estonia that 
conducts official statistics in Estonia. The central bank uses statistics 
for supporting financial stability and in producing economic forecasts 
and analysis, and companies use them in making investment decisions. 
Eesti Pank is responsible for compiling the statistics for the Estonian 
financial and external sectors and for the financial account. Eesti Pank 
also helps compile statistics for the European economic and monetary 
union and works in developing new statistical methodologies.

ECONOMIC ANALYSIS AND CONSULTATION

Eesti Pank advises the government on questions of economic policy 
and works with research institutions, central banks in other countries 
and international institutions. Analysis and research by the central bank is 
used by the government in deciding economic policy, and by businesses 
and individuals in making financial decisions. Successful consultation and 
cooperation requires regular communication within the Eurosystem and 
also within international organisations and with the media.
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ACTIVITIES OF THE 
SUPERVISORY BOARD OF EESTI 
PANK IN 2020
The world, Estonia and Eesti Pank faced serious challenges in 2020. The global 

coronavirus pandemic caused great uncertainty, from which we are not yet free 
even now. The situation needed to be handled effectively for the state to continue 
functioning. The Supervisory Board of Eesti Pank carried out its tasks without 
interruption and contributed to coping with the healthcare and economic crisis and 
to overcoming it.

A change to the Eesti Pank Act came into force in 2020, increasing the membership 
of the Supervisory Board. By law the Supervisory Board of Eesti Pank consists of 
one member from each fraction in the Riigikogu and four independent experts. The 
members of the Eesti Pank Supervisory Board were appointed to office by the Riigi- 
kogu on 15 June 2020 and were Riigikogu members Jaanus Karilaid, Ivari Padar, 
Sven Sester, Andres Sutt and Jaak Valge, and experts Kaie Kerem, Enn Listra, Rein 
Minka and Urmas Varblane. The members previously were Kalev Kallo, Kaie Kerem, 
Enn Listra, Rein Minka, Jaanus Tamkivi, Liina Tõnisson and Urmas Varblane. The 
Chair of the Supervisory Board is Mart Laar.

The Supervisory Board had nine regular meetings in 2020, six of them held vir-
tually. One meeting was cancelled because the change of the composition of the 
Supervisory Board happened on the day of a regular meeting. The Board also held 
three seminars as an additional forum for its work.

The Governor of the bank presented a review to the Board at the start of the 
year on the topic of introducing measures against money laundering, which has 
already been a matter of importance for it. The Board covered this topic further in 
its traditional joint seminar with the Supervisory Board and Management Board of 
Finantsinspektsioon. The presentations at the seminar were on:
• What is happening in the crypto world in Estonia and whether it should be 

supervised and by whom.
• Closing bank accounts without emotions.
• Administrative fines as the tool that is missing in the Finantsinspektsioon tool-

box.

It was agreed that the tradition of holding joint seminars should continue.

Standing up for balancing the budget has helped keep the loan burden in Estonia 
very small. This allowed the government to take a loan during the coronavirus cri-
sis with which it could very rapidly finance the recovery package for the economy 
and ease the recession. During the coming years though it will be necessary to 
consider very carefully how to avoid falling into the trap of borrowing and using 
borrowed money to cover ongoing costs.

SUPERVISION OVER THE WORK OF THE 
EXECUTIVE BOARD OF EESTI PANK

The Supervisory Board heard a review of Eesti Pank’s financial results for 2019 
and approved the annual report proposed by the Governor for 2019. The Chair of 
the Board presented the approved report to the Riigikogu.

The Board also reviewed the profit distribution strategy of Eesti Pank and decided 
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to continue with the same strategy of transferring 25% of the profit to the state 
budget each year. However the healthcare and economic crisis led the Board 
to propose to the Executive Board that it should not follow the earlier decisions 
when distributing the profit of Eesti Pank for 2019, but should allocate 75% of Eesti 
Pank’s profit to the state budget to help overcome the crisis faster. The members of 
the Board emphasised that this was an extraordinary and one-off decision.

The Supervisory Board decided to change the principles for remuneration of the 
Executive Board. The option was added for the Governor of Eesti Pank to reduce 
or cancel unilaterally the compensation that a Deputy Governor is entitled to for the 
restrictions imposed to avoid conflicts of interest, taking into account the circum-
stances of the recall or resignation of the Deputy Governor.

The Board heard the Executive Board’s reports for 2019 and the first half of 2020, 
and was satisfied with the work done. Given the crisis that had started, it was decided 
not to discuss the changes to the remuneration of the Executive Board.

The Board considered the updated strategy of Eesti Pank and acknowledged the 
changes to the strategy.

It also heard the risk manager’s report, considered problems of risk management, 
and received answers to the questions that have arisen from the report. Following 
best practice in management, the Board also met the Governor of Eesti Pank and 
the head of the internal audit department informally.

At the last meeting of the year, the Governor of the bank presented the draft bud-
get for 2021 to the Board. The Board acknowledged the draft budget.

INTERNAL AUDIT
The Supervisory Board considers that the effectiveness of the internal audit is very 

important for the successful operation of Eesti Pank, and pays close attention to it. 
The Board recognised in 2020 that the effective cooperation between the Executive 
Board and the internal audit had reduced the number of internal audit recommen-
dations and led to them being processed more quickly. The Board supports the 
practice of the internal audit of running sustainability tests in sensitive areas such as 
cyber security. The Board heard reports from the internal audit department on its 
execution of the work plan and made its own proposals.

PARTICIPATION IN DECISION-
MAKING IN THE EUROSYSTEM AND 
IN IMPLEMENTING DECISIONS

In its meetings the Board received regular retrospective reviews of the work of the 
European System of Central Banks, covering how single monetary policy is set, the 
operation of single banking supervision, and the work of the European Systemic 
Risk Board. The Executive Board presented the Eesti Pank forecasts that were 
prepared as part of the joint broad macroeconomic projection exercise (BMPE) 
forecast produced with the European Central Bank and the other central banks of 
the Eurosystem.

FINANCIAL STABILITY
The regular reviews on the development of the economy, financial stability, the financ-

ing of the economy and the labour market were integrated with other reviews that were 
presented to the Board.

The Board was also informed about the investment of Eesti Pank’s financial assets.
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CONSULTATION AND COOPERATION ON 
QUESTIONS OF ECONOMIC POLICY

The challenges of 2020 gave new impetus to Eesti Pank’s role in advising the 
government on economic policy, especially on fiscal policy. The Board also heard 
reviews from the Ministry of Finance and expressed its support for the fastest pos-
sible return to a balanced fiscal policy.

The Board heard reports on the work of the Fiscal Council twice in 2020, covering 
its annual report and its assessments on the state budget drawn up during the crisis. 
The Supervisory Board of Eesti Pank declared its support and recognition for the 
work of the Fiscal Council. The Board also expressed the hope that the constructive 
cooperation with the government on the topic of fiscal balance would continue.

The Executive Board informed the Supervisory Board of its work at the IMF and 
the Bank for International Settlements.

ORGANISATION
The Supervisory Board kept abreast of the work of the departments of Eesti Pank, 

including the work of the statistics department, the review by the payment and 
settlement systems department of settlements and the latest events in financial 
technology, and the work of human resources and the results of the satisfaction 
survey of the staff.

The Supervisory Board reviewed its own work organisation and brought it up to 
date. The new composition of the Supervisory Board heard an in-depth presentation 
on the legal basis for the work of Eesti Pank and its Supervisory Board.

The Supervisory Board repealed the basic terms and conditions of Eesti Pank’s 
contributory pension.

APPOINTMENTS TO OFFICE
The Supervisory Board released Deputy Governor Maive Rute from her post at 

her own initiative, and it also recalled her from her position as a member of the 
Supervisory Board of Finantsinspektsioon at her own initiative.

The Board appointed Veiko Tali as Deputy Governor of Eesti Pank and member of 
the Supervisory Board of Finantsinspektsioon.

COLLECTOR COINS AND HISTORICAL LEGACY
The Supervisory Board approved the national side of two two-euro commem-

orative coins in 2020 and the designs for two silver collector coins. It also heard 
a presentation on the status of the project presenting the history of the Estonian 
economy and economics, including the book on Rudolf Jalakas.

ASSESSMENTS OF THE MANAGEMENT 
ACTIVITIES AT EESTI PANK IN 2020

Eesti Pank managed to continue fulfilling its strategic tasks in 2020 during the 
Covid-19 pandemic, which seriously impacted the work of the bank, and it achieved 
successful results. The Supervisory Board supports Eesti Pank in taking a strong 
role in advising the government on economic policy. The Board also considers 
important the work of the Executive Board to raise the level of cyber security and 
the continued monitoring of this area.

The Executive Board of Eesti Pank has coped well with the reorganisation of work at 
the bank under the restrictions imposed because of the Covid-19 pandemic.
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THE RESPONSIBILITIES OF THE 
SUPERVISORY BOARD OF EESTI PANK

The Eesti Pank Supervisory Board oversees the work of Eesti Pank in all its 
activities.

THE SUPERVISORY BOARD HAS RESPONSIBILITY 
FOR:

• approving the Statute of Eesti Pank;

• supervising how the Eesti Pank budget is adhered to;

• approving the Eesti Pank annual report and submitting it to the Riigikogu;

• nominating a candidate for Governor of Eesti Pank to the President of the 
Republic;

• appointing and removing from office the Deputy Governors of Eesti Pank 
and the Head of the Internal Audit;

• nominating and removing from office the members of the Supervisory 
Board of Finantsinspektsioon at the proposal of the Governor;

• approving the principles for payment of the Executive Board;

• approving the Statute of the Internal Audit Department of Eesti Pank;

• nominating the internal auditors of Eesti Pank and approving the internal 
audit work schedule;

• setting the salary for the head of the Internal Audit Department of Eesti Pank;

• nominating the independent auditors of Eesti Pank in accordance with the 
Eesti Pank Act;

• distributing the profit of Eesti Pank as required by law and the profit distri-
bution strategy approved by the Supervisory Board;

• reviewing and approving written proposals and other documents submitted 
to the Riigikogu in the name of Eesti Pank;

• taking decisions on the design of the national side of euro coins and on the 
denomination and design of collector coins in accordance with European 
Union rules;

• approving the design of Eesti Pank’s insignia;

• deciding the establishment, reorganisation and liquidation of the indepen-
dent divisions of Eesti Pank at the proposal of the Governor;

• approving the statutes of the independent divisions and representations of 
Eesti Pank;

• approving the statutes of the Fiscal Council and nominating and recalling 
members of it.1 

1 See the obligation added to §4² of the Eesti Pank Act in 2014; agreements between the member 
states of the European Union meant that more thorough supervision was started of compliance with the 
requirements for fiscal balance in the Stability and Growth Pact. In Estonia, the Fiscal Council super- 
vises fiscal balance.
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THE STATE OF THE 
ECONOMY IN THE EURO 
AREA AND ESTONIA
The spread of Covid-19 last year had a massive impact on economic activity as inter- 

national trade dropped sharply, the operation of global value chains was seriously 
impeded, and uncertainty grew in financial markets. The coronavirus crisis that erupted 
last year differed from earlier crises in that it originated from outside the economy.

THE EURO AREA
The virus crisis affected the economy in the euro area in 2020 as it did the rest of the 

world. The first wave of the coronavirus pandemic reached most countries in the euro 
area in March and April, bringing with it strict restrictions. Consumption, production and 
other economic activities were interrupted in the first half of the year, especially in the ser-
vices sector, where the restrictions were particularly painful. Falling profits led businesses 
to postpone investment decisions. The consequence of all this was that the decline in 
the economy in the second quarter was extraordinarily deep, as the euro area economy 
as a whole contracted by 11.7% in one quarter, and by 15.4% in total over the first half of 
the year.

As countries coped with the first wave of the virus, restrictions were loosened almost 
everywhere in May and June, and a large proportion of businesses were able to continue 
with their normal activities. The economy bounced back strongly in the third quarter. The 
recovery was broadly based across sectors and countries, and was in general strongest 
in the countries where the declines had been deepest. The burst of growth faded at the 
end of summer and new increases in cases of infection led to restrictions being tightened 
again in the fourth quarter. For 2020 as a whole the euro area economy shrank by 6.8%.

Growth in borrowing by the non-financial corporate sector accelerated from the spring 
because of the uncertainty, and it averaged 6.3% for the year. Loans were used above 
all to create precautionary liquidity buffers, and these were also reflected in the strong 
growth in deposits, which reached 20.7% over the year in December. Companies received 
support at the same time from both monetary and fiscal policy, which kept funding con-
ditions favourable and stable, and ensured that there was sufficient liquidity.

Different countries and economic sectors in the euro area experienced the economic 
impact of the pandemic very differently. The differences depended above all on how 
strict the restrictions were, and also on the extent and nature of policy measures. Activity 
in the services sector was interrupted most, as the restrictions bit hardest there. Manu-
facturing suffered less and manufacturing output recovered more quickly, partly because 
of increased demand for electronics, computers and medicinal products and the faster 
removal of restrictions.

The trade surplus of the euro area grew in 2020. Trade between the euro area and China 
was hindered at the start of the year by measures introduced in China to stop the spread 
of the virus, while export and import volumes were reduced sharply in the second quarter 
because of the restrictions introduced in Europe. Trade started to recover when restric-
tions were eased in the summer, but the second wave of the pandemic prevented this 
from lasting long. Euro area exports dropped by 9.2% over the year as a whole, but this 
was exceeded by the drop of 10.8% in imports, causing the earlier trade surplus to grow 
further. The growth in the surplus was restrained though by the appreciation of the euro. 
The nominal effective exchange rate (NEER) of the euro appreciated by almost 6% over 
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the year, strengthening particularly against the US dollar. The stronger euro held inflation 
in the euro area down though.

There was a lot of uncertainty about how the pandemic affected inflation. It may be 
assumed that reduced demand would dampen inflation, but at the same time the inter-
ruptions to global supply chains could cause prices to rise sharply. The decisive factor 
was that reduced economic activity pulled inflation downwards, and a notable drop in 
energy prices caused consumer prices to start falling from August. Inflation averaged 
0.2% in 2020, while core inflation, measuring price changes without energy and food, 
was 0.7%.

Although government intervention helped to ease the impact of the pandemic on the 
labour market, the labour force participation rate fell steeply and some five million people 
lost their jobs in euro area countries in the first half of 2020. Employment fell by 1.9% 
in total in 2020 and the unemployment rate rose to 8.5% in the second half of the year. 
Unemployment grew more slowly than during previous crises, largely because of the 
timely interventions by governments.

ESTONIA
The battle against the Coronavirus affected the performance of the Estonian economy 

in 2020 as it did the rest of the world. The pessimism provoked by the emergence of the 
first wave of the virus was expressed in forecasts that expected the economy to contract 
by up to 10%. The forecasts made in the spring and the results of corporate surveys 
turned out in retrospect to be too gloomy. This is partly because of the major uncertainty 
that arose because the crisis started outside the economy, and partly because the virus 
hit less hard in the first wave than it did in most other European countries. The spread 
of infection was quickly brought under control, allowing restrictions on economic activity 
to be removed and the economy to be quickly restarted. Concerns were also eased for 
Estonia as a very open economy as the main export markets performed notably better 
than was first feared.

The Estonian economy shrank by 2.9% for the year as a whole. The contraction in the 
Estonian economy was among the smallest in Europe, which is an outstanding result 
given that the Estonian economy is very small and very much dependent on other coun-
tries. Previous experience has shown that turbulent times cause much greater volatility in 
Estonia than they do in surrounding countries. Estonian companies benefited during the 
crisis from the flexibility to adapt to difficult circumstances. Even as the second and more 
powerful wave broke over the country at the end of the year, it hurt the economy less than 
the first wave in the spring.

The crisis did however leave businesses in different sectors facing very different circum-
stances, as the average turnover of businesses in sectors like information and commu-
nications, construction and manufacturing recovered by the end of the year to above 
where it was before the crisis, while turnover in other sectors like accommodation and 
food service, tourism services and passenger transport, and entertainment and leisure 
was notably lower and the opportunities for recovery were fewer.

Estonia stood out in 2020 among other countries for its very flexible labour market. The 
adjustment came mainly through employment, which was down 3.6% over the year in the 
second quarter. Wage growth slowed at the same time, but in the second half of 2020 the 
change over the year in the average wage remained at around 5%, as wages continued 
to rise even in most of the sectors where employment had fallen. Labour costs continuing 
to rise relatively quickly did not stop consumer prices from falling though as the overall 
price level dropped by 0.4% over the year. A lot of this came from the falling energy prices, 
though falls in rents and accommodation prices in Estonia were also sizeable.
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Nikolai Kormašov. 
Boats. 
1963. Oil.

Eesti Pank has over the 
years built up a collection 
of art that covers various 
genres of art from 
sculpture to painting. The 
collection mainly contains 
works by Estonian artists. 
The oldest works in the 
collection date from the 
mid-nineteenth century.

The Eesti Pank annual 
report 2020 is illustrated 
with a selection of works 
from the bank's art 
collection.
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ACTIVITIES OF EESTI PANK 
IN 2020

PARTICIPATING IN THE FORMATION 
AND IMPLEMENTATION 
OF MONETARY POLICY IN 
THE EUROSYSTEM
MONETARY POLICY DECISIONS

Eesti Pank participates in setting the single monetary policy of the euro 
area, and the decisions needed for the single monetary policy to be imple-
mented are taken jointly by all the central banks of the Eurosystem work-
ing together. Those decisions are then carried out by the central bank of 
each member state.

The global pandemic affected the monetary policy decisions of the Euro-
pean Central Bank in 2020, as it did elsewhere around the world, as the 
euro area passed a package of wide-ranging measures to fight the eco-
nomic impact of the virus. The measures taken by the central bank were 
directed at calming financial markets and at ensuring favourable funding 
conditions to help the financial sector, businesses and households cope 
better with the crisis.

The most important monetary policy 
goal of the Eurosystem, which is the 
European Central Bank and the central 
banks of the 19 members of the euro 
area, is to keep prices stable in the euro 
area. Price stability means inflation in 
the euro area at below but close to 2% 
over the medium term.

There was great uncertainty at first 
about how the pandemic would affect 
the outlook for inflation, as it was 
expected that reduced demand would 
dampen inflation while interruptions to 
global supply chains could cause prices 
to rise. In the end the decline in eco-
nomic activity combined with a notable 
drop in energy prices brought inflation 
down in the euro area in 2020, and con-
sumer prices were lower than a year 
earlier from August onwards (see Figure 
1). The forecast published in Decem-
ber 2020 by experts from the Eurosystem expects inflation to rise to 1% 
in 2021, and then to 1.1% in 2022 and 1.4% in 2023. To help inflation 
reach its targets and to support households and businesses through the 
increased uncertainty caused by the pandemic, the Governing Council 
of the European Central Bank eased monetary policy broadly in 2020 by 
using non-standard measures.

Source: Eurostat

Figure 1. Inflation and core inflation in the euro area, %
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The global pandemic 
affected the monetary 

policy work of the 
ECB in 2020 as it did 
the rest of the world, 

and the euro area 
passed a package of 
multilateral measures 
to fight the economic 

impact of the virus.
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An additional asset purchase programme was first launched at the mon-
etary policy meeting of 12 March to prevent funding conditions becoming 
tighter. A further 120 billion euros of assets were bought last year by the 
Eurosystem on top of the 20 billion euros of net monthly purchases under 
the expanded asset purchase programme (APP). Net asset purchases 
will continue in future at the usual pace of 20 billion euros a month within 
the APP. The Governing Council still expects the net purchases to run for 
as long as necessary to reinforce the accommodative impact of its pol-
icy rates. The purchases will end shortly before it starts to raise the key 
ECB interest rates. The Governing Council is also continuing to reinvest in 
full the principal payments from maturing securities purchased under the 
asset purchase programme.

The Governing Council also decided at its meeting of 18 March to launch 
a new temporary Pandemic Emergency Purchase Programme (PEPP) to 
ease the economic impact of the pandemic, and its total envelope was 
increased twice during 2020. Up to 1850 billion euros of assets can be 
bought under the PEPP2, and net purchases will continue until at least 
the end of March 2022, and in any case until the crisis phase of the virus 
is over. Although the asset classes covered are similar, the PEPP is a 
more flexible programme than the usual asset purchase programme, as it 
allows purchases to be varied over time and over countries according to 
need. This flexibility is important for the PEPP to be able to stabilise mar-
kets effectively even with the increased uncertainty that is caused by the 
uneven impact of the pandemic across different asset markets and euro 
area countries. The principal repaid on securities purchased under the 
PEPP that reach maturity will be reinvested until at least the end of 2023.

To support liquidity in the financial sys-
tem of the euro area banks are being 
offered various temporary refinancing 
operations on more favourable condi-
tions than usual (see Table 1). The Gov-
erning Council of the European Central 
Bank decided at its meeting in April to 
launch a new pandemic emergency 
longer-term refinancing operation (PEL-
TRO) from May. It also eased the terms 
on the targeted longer-term refinancing 
operations (TLTRO-III) and the collateral 
requirements for liquidity operations. 
This allowed banks to borrow more from 
the euro area central banks with longer 
maturities, encouraging them to lend 
more to the parties most affected by the 
spread of the virus, especially small and 
medium-sized enterprises.

Monetary policy interest rates did not 
change in 2020 and remained the lowest ever seen under the economic 
and monetary union (see Figure 2). 

2 If the favourable funding conditions can be maintained with smaller amounts of net asset 
purchases, then less will be purchased. Purchases can be increased should the opposite 
case apply.

Source: European Central Bank

Figure 2. Eurosystem key interest rates and money 
market interest rates, % 

-0.75

-0.50

-0.25

0.00

0.25

0.50

0.75

1.00

1.25

1.50

1.75

2.00

2.25

2.50

01
.2

01
1

07
.2

01
1

01
.2

01
2

07
.2

01
2

01
.2

01
3

07
.2

01
3

01
.2

01
4

07
.2

01
4

01
.2

01
5

07
.2

01
5

01
.2

01
6

07
.2

01
6

01
.2

01
7

07
.2

01
7

01
.2

01
8

07
.2

01
8

01
.2

01
9

07
.2

01
9

01
.2

02
0

07
.2

02
0

ECB's key interest rate 
deposit facility rate 
lending facility rate 
3-month Euribor

The Governing 
Council launched 
a new temporary 
Pandemic Emergency 
Purchase Programme 
to ease the economic 
impact of the 
pandemic, and 
its total size was 
increased twice 
during the year.



EESTI PANK ANNUAL REPORT 2020

20

The interest rate on the deposit facility was left at -0.50%, the rate on 
main refinancing operations remained at 0.00% and the marginal lend-
ing rate stayed at 0.25%. The Governing Council now expects that the 
European Central Bank’s base interest rates will remain at their current 
or lower levels until it has seen the inflation outlook robustly converge 
to a level sufficiently close to, but below, 2%, and such convergence 
has been consistently reflected in underlying inflation dynamics. The 
unfavourable impact on the banks of the negative deposit interest rate 
continues to be eased by the two-tier system for reserve remuneration, 
under which some of the excess liquidity that banks hold at the central 
bank is exempt from the negative deposit facility rate.

Before the crisis erupted, the Governing Council launched a review of 
its monetary policy strategy at its first meeting of the year. The corona- 
virus pandemic caused the review of the strategy to be postponed at the 
start of April by six months, and the new timeline calls for the review to 
be completed in summer 2021.

Background information The review of the European Central 
Bank’s monetary policy strategy

The objective of the Eurosystem monetary policy is to maintain price stability in the euro area. 
This is set out in article 127 section 1 of the Treaty on the Functioning of the European Union. 
The strategy review launched by the Governing Council of the European Central Bank does not 
cover the ultimate aim of monetary policy of maintaining price stability. The review will consider 
how the current strategy in its interim targets, analysis methods and entire toolbox has over the 
years helped in achieving the objective, and will consider the need to adjust any elements of it3.

There have been several structural changes in the euro area and the global economy since 
the monetary policy strategy of the European Central Bank was last reviewed in 2003, and 
inflation and equilibrium or natural interest rates have declined constantly over the past decade. 
Central banks set their own interest rates in relation to equilibrium interest rates to give a boost 
to the economy and inflation or to rein them back. Ageing populations and slower growth in 
productivity and the economy as a whole have however brought natural interest rates down to 
record low levels in most advanced economies. Under these conditions, a central bank has to 
cut interest rates very low in order to revive an economy, or must use other methods to push 
inflation in the direction desired. The monetary policy environment and the dynamics of inflation 
have also been affected by ongoing globalisation, changes in financial structures, the rapid 
development of digital technology, and climate change.

The strategy review will also look at how inflation is measured, what factors drive it, how the 
goal of price stability can be more clearly defined, and how effective the European Central 
Bank’s monetary policy tools are in guiding inflation. It will also consider the role and relevance 
of other factors such as employment, social inclusion, climate change and financial stability in 
achieving the overall monetary objective of maintaining price stability. The principles of com-
munication will also be reviewed.

To promote a better understanding of monetary policy, and to understand better what society 
expects from monetary policy, the European Central Bank has invited various stakeholders to con-
tribute to the strategy review process. To do this, the European Central Bank and the national cen-
tral banks of the euro area, including Eesti Pank, have organised various listening events and dis-
cussions with members of civil society like members of the European Parliament, academics, and 
civil society organisations. The input received during the listening events will be considered during 
the review of the strategy, and it is planned that other similar events will be organised in the future.

3 The current monetary policy strategy was adopted in 1998 and some parts of it were adjusted in 2003.

The coronavirus 
pandemic caused the 
Governing Council to 
postpone its strategy 

review, and under 
the new timetable it 
will be completed in 

summer 2021.
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IMPLEMENTING MONETARY 
POLICY IN THE EURO AREA

The Eurosystem extended its current monetary policy measures in 
2020 and added new tools by increasing asset purchases, adopting 
new lending measures, extending the maturities of current lending 
programmes, and easing lending conditions. Table 1 provides a more 
detailed picture of the monetary policy framework of the euro area and 
the changes made to it in 2020.

The standard monetary  
policy framework Maturity Frequency Change in 2020

1. Open market operations
The Governing Council has held the interest rate on 
the deposit facility at –0.50%, the rate on main refi-
nancing operations at 0%, and the marginal  lending 
rate at 0.25%. The Governing Council now expects 
that the European Central Bank's base interest rates 
will remain at their current or  lower levels until it has 
seen the inflation outlook robustly converge to a level 
sufficiently close to, but below, 2%, and such conver-
gence has been consistently reflected in underlying 
inflation dynamics.

Main refinancing operations (MRO) One week Weekly

Long-term refinancing operations 
(LTRO) 3 months Once a quarter

Fine-tuning operations (FTO) As necessary As necessary

Structural operations As necessary As necessary

2. Standing facilities

Deposit facility (DF) Overnight Daily

Marginal lending facility (MLF) Overnight Daily

3.Reserve requirement

Minimum reserve requirement (MRR) Daily Daily Did not change

Main non-standard measures 
and new crisis measures Maturity Frequency Developments in 2020

Fixed rate tender procedures  
with full allotment

From October 
2008; for 
as long as 
needed

Continuously

The Governing Council of the European Central Bank 
decided on 10 December to continue conducting 
its regular lending operations  as fixed rate tender 
procedures with full allotment at the prevailing  
conditions for as long as necessary.

Swap lines with various non-euro 
area central banks

No specified 
term As necessary

20 March with the Danish central bank, 15 April with 
the Croatian central bank, 22 April with the Bulgarian 
central bank, 5 June with the Romanian central bank.

Repo lines with various non-euro 
area central banks (EUREP),  
additional crisis measure

From 25 June 
2020 until at 
least March 
2022

The EUREP repo line was extended to a wider group 
of central banks from 25 June. Repo lines were 
opened in July with Albania, Serbia and Hungary, and 
in August with North Macedonia and San Marino; the 
repo lines were extended out to March 2022 on  
10 December.

The third series of targeted lon-
ger-term refinancing operations 
(TLTRO-III)

September 
2019 to 
December 
2021

Once a quarter

The Governing Council decided on 12 March that 
from June 2020 to June 2021 the terms on ongoing 
targeted longer-term refinancing operations  
(TLTRO–III) would be considerably more favourable. 
The maximum interest rate during this time is the 
MRO - 25 basis points, and the minimum rate is the 
DFR - 25 basis points The maximum total amount 
that counterparties were entitled to borrow in  
TLTRO III operations was set at 50% of their stock of 
eligible loans as at 28 February 2019, and they can 
take the whole amount permitted in one go; early 
repayment is permitted from September 2021.
Interest terms were eased by a further 25 basis points 
on 30 April. Favourable interest rates were extended 
by 12 months on 10 December to June 2022, the 
borrowing limit was raised to 55%, and three further 
operations were added for June, September and 
December 2021.

Additional longer-term refinancing 
operations (LTRO)

18 March 
2020 to 24 
June 2020

Weekly, 13 
operations in 
total

Crisis measure; interest rate -0.50%, all ended 24 
June 2020.

Pandemic emergency longer-term 
refinancing operations (PELTRO) From 21 May

About monthly, 
seven opera-
tions in total

Crisis measure; interest rate -0.25%, various matu-
rities, last one starting December 2020, all ending 
in Q3 2021. Four further operations for 2021 were 
added on 10 December.

Measures to ease eligible collateral 
temporarily, additional crisis measure

7 April until 
at least June 
2022

 Continuously

Ratings were frozen at the level of 7 April, haircuts 
were reduced in all cases by 20%, and the additional 
credit claims framework was extended to include 
the government guarantee schemes passed during 
the crisis. The measures were extended out to June 
2022 on 10 December.

US dollar operations From 16 
March

Daily until 1 
July 2020 and 
weekly (longer)

The regular weekly operation was made daily and 
regular 84-day operations were added. Additional 
crisis measures. From 1 July the daily operations 
were made weekly.

Table 1. The Eurosystem's monetary policy framework in 2020
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APP as at the end of December, PEPP as at the end of November
Source: European Central Bank

Figure 3. Distribution of the portfolio of the asset purchase programmes
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Asset purchases

The Eurosystem had purchased a total of 3.6 trillion euros of assets in 
various purchase programmes as of the end of 2020, of which 1 trillion 
euros were purchased in 2020. Net purchases in the extended asset pur-
chase programme increased over the year from 2.7 trillion euros to 2.9 tril-
lion. Assets of 753.7 billion euros at amortised acquisition cost had been 
bought by the end of 2020 under the pandemic emergency purchase 
programme (PEPP) started in the spring. The distribution of the purchases 
under the two framework programmes is shown in Figure 3.

The expanded asset purchase pro-
gramme (APP), which covers the third 
purchase programme for covered 
bonds (CBPP3), the asset backed 
securities purchase programme 
(ABSPP), public sector securities 
purchase programme (PSPP), and 
the corporate bond purchase pro-
gramme (CSPP), which was added 
in 2016

From Novem-
ber 2019 for 
as long as it 
is necessary 
to support 
the impact of 
base interest 
rates

 Continuously

Monthly asset purchases of 20 billion euros conti-
nued. The purchases are expected to end shortly 
before the Governing Council starts to raise the key 
ECB interest rates. The Governing Council decided 
on 12 March 2020 to make additional net purchases 
of 120 billion euros temporarily until the end of the 
year.

Reinvestment of bonds purchased 
under the asset purchase prog-
ramme (APP)

Reinvestment in full continued in 2020 of the principal 
payments from maturing securities purchased under 
the asset purchase programme for an extended 
period of time past the date when the Governing 
Council starts raising the key interest rates, and 
in any case for as long as necessary to maintain 
favourable liquidity conditions and an ample degree 
of monetary accommodation.

Lending out the securities purchased 
under the asset purchase program-
mes

From 2 April 
2015 As necessary The pricing of the measure was made more favour-

able in November 2020.

Pandemic emergency purchase 
programme (PEPP)

From March 
2020 until at 
least March 
2022

 Continuously

On 18 March the Governing Council decided on the 
additional crisis measure. Total value of 750 billion 
euros until the end of 2020. Increased by an additio-
nal 600 billion euros on 4 June to 1.35 trillion, with 
purchases continuing until at least the end of June 
2021. Increased further on 10 December by 500 bil-
lion euros to 1.85 trillion continuing until March 2022.

Reinvestment of bonds from the 
pandemic emergency purchase 
programme (PEPP)

From 4 June 
2020 until 
at least the 
end of March 
2023

 Continuously

It was decided on 4 June that securities reaching 
maturity would be reinvested until at least the end of 
2022. Reinvestment was extended on 10 December 
until at least the end of 2023.

Two-tier system or tiering From 30 
October 2019 Continues unchanged

The Eurosystem had 
purchased a total of 3.6 

trillion euros of assets 
in various purchase 

programmes as of the 
end of 2020, of which 

1 trillion euros were 
purchased in 2020.
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The largest part of the asset purchases were public sector bonds. The 
Eurosystem only buys public sector bonds from the secondary market, 
and up to 33% of a single issue of bonds can be bought and not more 
than 33% of the total amount from one issuer. The Eurosystem makes 
purchases from both the primary and secondary markets for the private 
sector asset purchase programmes.

Under the PEPP the Eurosystem purchases all asset classes that are 
permitted for purchase under other programmes, meaning sovereign 
bonds, bonds of supranational institutions, corporate bonds, covered 
bonds, asset-backed securities, and commercial securities. The PEPP, 
unlike the APP, also permits purchases of Greek sovereign bonds and 
sovereign bonds with less than a year left to maturity. The PEPP is a 
different type of programme, as the purchases are more flexible where 
needed in their timing and asset classes, and between countries. Like 
under the APP though, its purchases of public sector bonds must still 
ultimately follow the principles of the capital key.

To support liquidity in the secondary markets, the Eurosystem lends out 
bonds purchased under the PSPP (public sector purchase programme), 
the CSPP (corporate sector purchase programme), the CBPP3 (third 
covered bond purchase programme) and the PEPP. The bonds can be 
lent out against other bonds or cash as collateral. Market participants 
have made active use of this option.

Monetary policy lending operations of the 
Eurosystem

More favourable conditions than previously meant that demand from 
the banks for loans from the Eurosystem was extraordinarily high. A 
record 1.8 trillion euros was lent out in the third series of targeted longer 
term refinancing operations (TLTRO-III) in 2020, and an additional 25 
billion euros was lent in the new PELTRO refinancing operations. With 
some earlier loans repaid, this means overall that the stock of Eurosys-
tem monetary policy loans increased over the year by 1.1 trillion euros. 
The weekly and three-month ordinary lending operations have become 
marginal in volume and importance.

Temporary measures to ease collateral eligibility rules

An important crisis measure was approved in April when temporary 
measures were applied to ease collateral eligibility. The new framework 
allows loans with lower credit quality than usual to be accepted as col-
lateral if the central bank accepting them will bear any potential losses 
on them itself. The Eurosystem decided to soften the blow of possible 
cuts in ratings for marketable assets by temporarily freezing the rat-
ings of all eligible marketable assets on 7 April. The Eurosystem also 
reduced the applicable haircuts on all assets equally by 20%. Partly 
as a country-specific measure, the Eurosystem decided temporarily to 
accept Greek sovereign bonds as collateral. The outcome of all these 
measures was that the total volume of eligible tradable assets increased 
by 1.5 trillion euros.

More favourable 
conditions than 
previously meant that 
demand from the 
banks for loans from 
the Eurosystem was 
extraordinarily high.
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Standing facilities and excess liquidity

Excess liquidity in the Eurosystem4 increased by 1.6 trillion euros over 
the year to stand at 4.3 trillion euros at the end of 2020. Continuously 
falling money market interest rates and exemptions from the negative 
interest rate allowed by the two-tier system have made the option of 
holding excess liquidity at the central bank more attractive year on year. 
Figure 4 shows the changes in the volume of the Eurosystem’s monetary 
policy operations.

IMPLEMENTING MONETARY 
POLICY AT EESTI PANK

Eesti Pank continued its activities in implementing Eurosystem mone-
tary policy in 2020. The year was notable particularly for the increased 
volumes, as the value of monetary policy assets from the asset pur-
chase programme and loans issued on the Eesti Pank balance sheet 
increased by 4 billion euros in 2020, with the value of securities held for 
monetary policy purposes increasing by 2 billion euros.

The year 2020 differed from earlier years in some ways, as the cen-
tral bank left a much larger footprint on the local banking landscape. It 
was helped in this by changes in the Estonian financial landscape that 
occurred independently of the central bank. The first was that Estonian 
sovereign bonds, both long-term and short-term, were issued for the 
first time in 18 years. The second change came from the Covered Bonds 
Act that was passed in 2019, which allowed the local commercial banks 
to issue covered bonds for the first time in their history. Both the Esto-
nian sovereign bonds and the covered bonds issued by Estonian com-

4 Excess liquidity is those funds that credit institutions hold at the central banks of the 
euro area above the compulsory minimum reserve requirements.

Figure 4. Changes in volumes of Eurosystem monetary policy 
operations 2014-2020 (billion euros) 
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mercial banks became eligible in the Eurosystem for the asset purchase 
programmes and as collateral. The OTC market for Estonian Treasury 
Bills was added in spring to the list of non-regulated markets accepted 
by the European Central Bank, and the Nasdaq CSD SE Estonian Secu-
rities Settlement System was added to the list of eligible security settle-
ment systems for use in Eurosystem credit operations5.

Eesti Pank also introduced an additional credit claim (ACC) framework 
for the monetary policy counterparties that use the internal ratings 
based system (IRB) to assess the quality of the loans. It allows them to 
mobilise loans as collateral for the monetary policy credit operations. In 
normal times, the IRB  systems used by the commercial banks  have to 
be assessed and approved by the Eurosystem, after  being approved 
by the National Competent Authority, which in Estonia is Finants- 
inspektsioon, but this requirement has been waived temporarily as a 
crisis measure approved by the Eurosystem.

Participation in the asset purchase programme

The European Central Bank runs five purchase programmes, which are 
the PSPP, CBPP3, CSPP, ABSPP and PEPP, and Eesti Pank partici-
pated in three of them in 2020. This was two more than in the previous 
year, as Eesti Pank added participation in the third covered bond pur-
chase programme (CBPP3) and in the new temporary pandemic emer-
gency purchase programme (PEPP).

Eesti Pank has also participated in the public sector purchase programme 
(PSPP) in previous years. In previous years the bank purchased bonds of 
European institutions under this programme in proportion to the capital 
key6, but from June 2020 it also started purchasing Estonian government 
bonds. The Eesti Pank balance sheet had 6.2 billion euros of securities 
bought under the PSPP as at the end of the year, of which Estonian govern-
ment bonds were 72 million euros. The risk of the government bonds is not 
shared with the Eurosystem and is borne by Eesti Pank alone.

Participation in the CBPP3, which was first launched in October 2014, 
arose because the Estonian commercial banks issued covered bonds 
during 2020. The Eesti Pank balance sheet had 115 million euros of cov-
ered bonds bought under the CBPP3 as at the end of the year.

The central banks of all the Eurosystem member states participated in 
the pandemic emergency purchase programme (PEPP) and Eesti Pank 
purchased government bonds, supranational bonds and covered bonds 
during the year within the PEPP. The Eesti Pank balance sheet had 1.5 
billion euros of securities bought under the PEPP as at the end of the year.

Eesti Pank did not participate in the asset-backed securities purchase 
programme (ABSPP) or the corporate sector purchase programme 
(CSPP), but it shares the risks with the other members of the Eurosystem 
in accordance with the capital key. The Finnish central bank has bought 

5 The Nasdaq CSD met all the conditions earlier too, but as Estonia did not have any 
eligible domestic collateral, the process could not be formally completed.

6 The capital key sets the size of the participation of the national central banks in the 
capital of the European Central Bank. It is calculated from the weighted share of the GDP 
and population of each country in the euro area every five years. From 1 January 2019 the 
Eesti Pank share has been 0.2827%.

Eesti Pank previously 
purchased bonds of 
European institutions 
under the public 
sector purchase 
programme, but from 
June 2020 it also 
started purchasing 
Estonian government 
bonds.



EESTI PANK ANNUAL REPORT 2020

26

bonds issued by the Estonian companies Elering and Eesti Energia as 
part of the corporate sector purchase programme (CSPP).

Participation in monetary policy lending operations

The Estonian banking market has been stable for many years, but in 
recent years there have been changes that affected the funding deci-
sions of the banks. The share of banks with Estonian majority share-
holders has increased to a fifth of the market. This could play a major 
role in the financing structure of the banking market, as the local banks 
cannot rely on the support of a parent bank. The local banks still had 
sufficient liquidity buffers in 2020 and did not need liquidity provided 
by the central bank, but they had evidently become much more inter-
ested in the options provided by the central bank. A major factor in this 
was that the Covid-19 crisis had led the central bank to offer the most 
favourable funding conditions ever, bettering the targeted long-term 
refinancing operations by up to -1%. The second factor, which should 
certainly not be underestimated, is the creation of domestic bonds that 
became eligible as collateral for monetary policy credit operations, and 
also that such covered bonds can be own-used, or used as collateral by 
the banks that issued them.

At the end of 2019, Eesti Pank’s portfolio of monetary policy loans stood 
at 23 million euros. Several banks participated in 2020 in the TLTRO-III 
targeted lending operations, of which there were four during the year. 
The stock of monetary policy loans on the balance sheet increased sub-
stantially over the year to stand at 1882 million euros at the end of the 
year. The value of the loans provided as collateral was 2137 million euros 
after haircuts. The composition of assets given as collateral to Eesti 
Pank also expanded and changed, and the collateral assets included 
credit claims7 at the end of 2020.

Other monetary policy measures

The monetary policy measures of the euro area also include the stand-
ing facilities, which are the daily facility for overnight borrowing (the mar-
ginal lending facility) or for depositing funds overnight at the central bank 
(the deposit facility). All the commercial banks have to hold a mandatory 
reserve that is subject to the interest rate on main refinancing operations, 
which has been 0% in recent years. Amounts deposited at the central 
bank above the mandatory reserve, or excess liquidity, are subject to the 
interest rate on the deposit facility, which has been negative since 2014 
and was -0.5% in 2020. Estonian commercial banks have made good use 
of the two-tier system that was introduced at the end of 2019 and that 
applies the interest rate of 0% to excess liquidity held at the central bank 
on amounts up to six times the mandatory reserve. Credit institutions held 
7034 million euros at the central bank at the end of 2020, of which 222 
million euros was the mandatory reserve and 1332 million euros was in 
deposits exempt from the negative interest rate. 

7 They were covered not by an additional framework of credit claims, but by the regular 
framework of conditions. Eesti Pank accepts credit claims under the regular framework 
from the public sector, which is the state, municipalities and rural municipalities.
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ENSURING FINANCIAL STABILITY
RISKS TO FINANCIAL STABILITY

The steep fall in the economy caused by the coronavirus crisis focused 
great attention on the functioning of the Estonian financial sector in 2020 
and on the risks to it. The assessments by Eesti Pank in the spring and 
the autumn found that the risks to financial stability in Estonia were high. 
Eesti Pank assesses the risks to the financial sector so that it can adjust 
macroprudential policy if necessary. The scope of the report submitted 
by the banks for monitoring purposes was extended to give a better 

view of the extent of the crisis, and reg-
ular meetings with the large commercial 
banks were held more often than usual.

Financial services remained easily 
accessible despite the steep fall in the 
economy. The unexpected crisis and 
the emergency situation declared by 
the government in spring 2020 caused 
great uncertainty in the economic envi-
ronment. Businesses became very cau-
tious about making new investments, 
while tensions arose in the labour mar-
ket and consumption by households fell. 
Demand for loans from the non-financial 
sector declined as a consequence of all 
this.

The economy recovered from the first 
wave of Covid-19 strongly though, and 
in the second half of the year compa-
nies were bolder about investment and 
so borrowing activity increased. Activity 
also returned to the housing loan mar-
ket (see Figure 5). The average interest 
rates on loans issued to businesses and 
households remained stable throughout 
the year.

The bank deposits of businesses and 
households grew very rapidly last year 
in spite of the pandemic. Corporate 
deposits were up 24% on a year earlier 
and those of households were up 15%. 
Deposits grew rapidly mainly because 
investment by companies was low and 
households were more restrained in 
their consumption.

Although circumstances were difficult 
for many businesses and households, 
the quality of the loan portfolio of the 
banks remained very good last year. The 
share of loans that were overdue more 

Source: Eesti Pank

Figure 5. Yearly growth in new loans 
and leases in 2020
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than 60 days fell to below 0.5% of all loans (see Figure 6). The capacity of 
the non-financial sector to make its loan payments was supported by the 
buffers built up before the crisis. Payment holidays also helped the clients 
of the banks to weather the difficult times. Payment holidays covered 
11.5% of the loan portfolios of the banks at their peak, but by the end of 
the year this had come down to 2.5%. The capacity of the non-financial 
sector to pay was also aided by support measures from the state.

As the crisis drags on, the businesses and households that have been 
most affected by it may face difficulties in repaying their loans. The neg-
ative scenario in the Eesti Pank assessment in the autumn found that the 
share of overdue loans at the banks could increase to 5%. The buffers 
required by Eesti Pank from the commercial banks and the overall good 
capitalisation of the banking sector create good conditions for coping 
successfully with loan losses.

Infection by Covid-19 increased rapidly at the end of the year, and so it 
was unclear how the crisis would impact the economy. In the risk sce-
nario it is not only those sectors like tourism and accommodation that 
have been directly hit by the spread of the virus and the restrictions that 
will face serious difficulties, but also other sectors. The labour market may 
deteriorate as well. A deterioration in the economic environment could 
reduce the risk appetite of the banks and their willingness to finance 
the non-financial economy. To avoid the economic crisis worsening, it 
is important that businesses and households maintain sufficient access 
to funding throughout the crisis. This will allow the economy to recover 
more smoothly from the crisis.

The European Systemic Risk Board found that the main source of sys-
temic risk in the European Union in 2020 was the negative impact of the 
coronavirus crisis on economic activity, and the consequent possible diffi-
culties that companies and households could face in repaying their loans. 
Support measures provided by governments together with the monetary 
policy of the Eurosystem have helped keep financing conditions favour-
able, but government budget deficits have increased at the same time.

The low profitability of banks in the European Union means that it will be 
a serious challenge for them to manage to cover increasing loan losses. 
The risk level varies across countries though, and this depends partly on 
the extent of the economic contraction, and partly on the resilience of 
the financial sector. The economy in the Nordic and Baltic region, which 
impacts the Estonian banking sector the most, contracted less than the 
average in the European Union. The capitalisation and profitability of the 
banks in the region remained strong at the same time though, helping 
them to cope better with the crisis.

The risks of climate change and the activities of Eesti Pank

Eesti Pank monitors developments in green banking and assesses how they affect financial 
stability. Eesti Pank joined the Network of Central Banks and Supervisors for Greening the 
Financial System (NGFS) in 2020. The goal of the network is to help achieve the targets set in 
the Paris climate agreement. The network offers the central banks that are part of it very good 
opportunities for sharing the best analysis methods. Eesti Pank contributed to the work of the 
NGFS by participating in the macroprudential workstream, which assesses how climate risks 
affect the economy and the financial system.
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MACROPRUDENTIAL POLICY

Macroprudential decisions

Macroprudential decisions in 2020 were affected very much by the eco-
nomic crisis provoked by the Covid-19 pandemic. The great uncertainty in 
the spring about the economic loss caused by the crisis led supervisory 
authorities to take extraordinary steps to soften the blow of the crisis on 
the financial sector and ensure that financial intermediation could func-
tion smoothly. Macroprudential policy focused on easing the capital buffer 
requirements applied to the banks in earlier years.

Eesti Pank cut the systemic buffer requirement from 1% to 0% on 1 May 
2020. It also confirmed it did not intend to raise the countercyclical capital 
buffer rate above zero in 2020. The purpose of these steps was to give the 
banks flexibility in covering possible loan losses and issuing new loans. The 
buffer requirements for systemic importance remained unchanged. The 
banks subject to those requirements were however able to use in full their 
capital buffers.

Eesti Pank updated the principles for defining banks as systemically import-
ant in 2020. This was because of structural changes at Luminor Bank at the 
start of 2019, when it brought its Latvian and Lithuanian branches under its 
head office in Estonia. The assessment framework was extended to take 
in indicators for local deposits and loans. The updated Eesti Pank meth-
odology takes account of the importance of the banks for the operation of 
the banking sector and for the supply of financial services to the Estonian 
economy. The change in the methodology was a forward-looking one that 
reflects the continuing rapid growth at small local banks that will make them 
more important in the Estonian banking market.

The changes to the framework did not cause any changes in 2020 to 
the list of systemically important banks or to the buffer requirements set 
for them. There remained four banks defined as systemically important, of 
which Swedbank, SEB Pank and Luminor have to hold an additional capital 
buffer of 2% of risk weighted exposures, and LHV Pank has to hold a buffer 
of 1% (see Table 2).

Decisions of the institutions of the European Union

If the banks are well capitalised, they are better able to cope with increased 
loan losses during a crisis. Like other institutions responsible for financial 

The initial assessment by Eesti Pank is that the exposure of the Estonian banking sector to 
climate risk is moderate. A large share of companies in mining, energy and transportation 
and storage face major transition risks in the move to a low-carbon economy. Loans to these 
sectors made up 15% of the corporate loan portfolio of the banks last year. There are also 
vulnerable companies in manufacturing, which provides 10% of the portfolio. The assets of the 
sectors most exposed to climate risk made up around 9% of the total assets of the Estonian 
insurance sector.

If necessary, Eesti Pank is able to increase the resilience of the financial sector as a whole to 
climate risk by applying macroprudential measures. Assessments last year show it is unlikely 
that climate risk will have a serious impact on Estonian financial stability in the years ahead, and 
so such measures have not yet been deemed necessary.
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stability, Eesti Pank considered it inappropriate for profit to be paid out as 
dividends in the usual way and usual amount during the crisis. Nor would 
the payouts have been in line with the extensive support and relief measures 
taken by the government, the central banks and supervisory authorities to 
ease the impact of the crisis. Finantsinspektsioon also declared at the start 
of the coronavirus crisis, when uncertainty was particularly great, that banks 
should not pay out dividends.

In line with the recommendations of the ESRB, the European Central Bank 
advised banks to refrain from paying out dividends and from equity buy-
backs. The recommendation applied to parent banks of banking groups, 
meaning that subsidiaries could pay dividends. The recommendation called 
for a dialogue between the parties concerned for cross-border banking 
groups though. This meant that whether to permit the payment of dividends 
would depend on the financial stability of the country where the subsidi-
ary was based. It was decided at the end of 2020 to extend the general 
restriction on payouts until the end of September 2021, as large loan losses 
were only expected to be realised in spring 2021, when the initial support 
measures came to an end. The updated recommendations allow banks to 
pay out up to 15% of the total profit from 2019 and 2020, while the impact 
on the capital of the bank must remain within defined limits.

The European Banking Authority (EBA) also decided to apply several mea-
sures in the spring. The EBA decided to reduce the supervisory burden by 
postponing the stress tests of European Union banks to 2021. It also rec-
ommended the national banking supervision authorities to be more flexible 
in carrying out supervisory operations. Estonian banks and lenders were 
affected most by the EBA guidelines on loan repayment moratoriums, which 
were used by the Estonian Banking Association to set the general conditions 
for payment holidays in Estonia. The main aim of the EBA guidelines was to 
clarify the conditions under which applying temporary payment holidays or 
rescheduling loans in response to the Covid-19 crisis would not be classified 
immediately as defaulting. The EBA decided to extend its guidelines on loan 
repayment moratoriums in November to the end of March 2021.

Following the outbreak of the pandemic, the ESRB focused on five priority 
areas. These were the impact of national guarantee schemes and other 
fiscal measures on the financial system; the impact of illiquidity in financial 

Table 2. The macroprudential measures of Eesti Pank

Instrument Requirement Since

Systemic risk buffer 0% 1 May 2020

Other systemically important institutions buffer

Swedbank AS 2% 1 August 2016

AS SEB Pank 2% 1 August 2016

Luminor Bank AS 2% 1 July 2018

AS LHV Pank 1% 1 January 2019

Countercyclical capital buffer 0% 1 January 2016

Risk weight floor for mortgage loans* 15% 30 September 2019

Housing loan requirements**

loan-to-value (LTV) limit 85%***

1 March 2015debt service-to-income (DSTI) limit 50%

maximum loan maturity 30 years

* The floor is set for the average risk weight of the mortgage portfolio of credit institutions that use the IRB Approach.
** Share of loans breaching the limits may not exceed 15% of the volume of housing loans issued each quarter.
*** Up to 90% for housing loans guaranteed by KredEx.
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markets on fund managers and insurers; the impact on financial markets 
and their participants of the mass downgrade of ratings of bonds; the sys-
tem-wide restrictions on dividend payouts and other distributions from cap-
ital; and liquidity risk related to margin calls. Recommendations were issued 
for several areas or thorough analysis was carried out that drew attention to 
those parts of the system that had been hurt most by the crisis.

The ESRB worked continuously with the institutions of member states to 
collect information on measures taken by macroprudential, microprudential 
and fiscal authorities, and to publish this information systematically on its 
website. Macroprudential authorities were advised to develop an analysis 
framework for monitoring the impact of the crisis measures and to share data 
on the uptake of measures regularly with the ESRB for its analysis across the 
whole of the European Union.

The risks to financial stability and macroprudential measures were also dis-
cussed at the regional level in the Nordic-Baltic Macroprudential Forum (NBMF), 
where the heads of the Nordic and Baltic central banks and supervisory insti-
tutions meet. In 2020, the NBMF approved the principles of mutual recognition 
of macroprudential measures to help ensure the effective functioning of macro- 
prudential supervision of the integrated banking market. Closer cooperation 
between the Baltic central banks was also launched at the initiative of Eesti 
Pank, as the creation of the Luminor banking group increased the pan-Baltic 
risks to financial stability and brought new responsibilities to Eesti Pank as the 
macroprudential authority. More attention was paid in 2020 to competition in 
the banking sector in the Baltic states as well as to risk assessment.

FINANCIAL SECTOR POLICY

Estonian legislation

Experts from Eesti Pank worked on preparing changes to the Credit Institu-
tions Act to improve the resilience of the banks in times of crisis and to target 
the measures to risks better. Most of the changes were based on the Capital 
Requirements Directive and Regulation passed by the European Union in 2019. 
Eesti Pank experts helped draft the provisions on macroprudential instruments, 
such as the principles for setting and calculating various capital buffers.

Eesti Pank pointed out during official consultations on the draft that the pro-
posal to reduce the minimum capital requirement set for the banks from 5 
million euros to 1 million euros was not sufficiently justified. As credit institu-
tions have the right to take in deposits from the public, they must meet higher 
standards than other parts of the financial sector, and must be subject to 
broader financial supervision.

Savings and loan associations do not come under financial supervision in 
Estonia and should instead be monitored by their own members, but equally 
they do not have a state guarantee for their deposits. The number of members 
of savings and loan associations has risen rapidly in recent years, and so the 
principle of mutual control may not apply properly within some associations. 
The Ministry of Finance proposed changes to the Savings and Loan Asso-
ciation Act that would in future require the larger associations to apply for a 
licence as a credit institution while smaller associations would face stricter 
rules on internal controls. Eesti Pank is in favour of bringing savings and loan 
associations under financial supervision and proposed in its comments on 
the draft that the requirement to apply for a licence as a credit institution 
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could have a lower limit on the number of members than was proposed in the 
draft and allow a larger amount of deposits. It was also recommended that 
the requirement for the share of liquid assets could be raised and that credit 
and loan associations could be subject to the same requirements on lending 
as in the Creditors and Credit Intermediaries Act.

Eesti Pank also supported the efforts of the Ministry of Finance to create 
an institution for resolving disputes about financial services in Estonia out of 
court, and a credit register for loans to private individuals. The commission 
for consumer complaints that operates at Finantsinspektsioon and the Con-
sumer Protection and Technical Regulatory Authority could be an appropri-
ate institution for out-of-court settlements in the opinion of Eesti Pank. The 
final preference would depend on the tasks that the institution is given. Eesti 
Pank would favour the creation of an information exchange platform based 
on a private sector institution for the register of loans to private individuals to 
support responsible lending.

Financial sector policy of the European Union

Discussions on several earlier developments in the financial sector of the 
European Union continued in 2020, while the European Commission that had 
taken office the previous year also launched initiatives in the areas of priority 
for its term in office. The coronavirus crisis that erupted in the spring accel-
erated the development of additional measures to support capital markets. 
The European Commission published an updated action plan for the capi-
tal markets union in September containing measures to support the fund-
ing of SMEs, to promote active participation by retail investors, and broader 
cross-border integration of the capital markets of the European Union. The 
first priority was the steps that would help rapid recovery from the Covid-
19 pandemic and mobilise private capital. Eesti Pank supports continued 
development of capital markets, including harmonisation of legal norms to 
reduce bottlenecks in the cross-border movement of capital. It also supports 
forward movement with initiatives to promote the adoption of financial tech-
nology and to handle the risks around it.

A Regulation on European Crowdfunding Service Providers developed 
within the framework of the capital markets union initiative was published in 
October. Crowdfunding that brings together small-scale investments is an 
important alternative form of financing for the small and medium-sized enter-
prises and start-ups that dominate in Estonia. The regulation not only makes 
sources of financing more varied, but also provides a corrective function for 
the crowdfunding market.

The European Union took new steps during the crisis to make financial super-
vision and the fight against money laundering more effective. The action plan 
submitted by the Commission in May was followed by the Council Conclu-
sions in September, which came into three main groups of harmonising reg-
ulations, setting up a single European Union supervisory office, and support-
ing and coordinating the international network of financial intelligence units.  
Eesti Pank is in favour of creating a single European Union office and of bring-
ing non-banks under its supervision. This would allow cash flows to be ana-
lysed more broadly. It would however be important to avoid duplicating the 
work of the EBA under its recently updated mandate. 

Eesti Pank organised a seminar in Estonia in September on money-laundering.
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FINANCIAL ASSET MANAGEMENT
RESERVE MANAGEMENT

Eesti Pank’s reserves are in cash, bonds, shares and gold. When the 
reserves are invested it is important to make sure that they keep their value 
and that they can also earn income. It is also important for the reserves to 
be liquid, which means that they can be freely used in an unexpected emer-
gency. For this reason the central bank reserves are mainly invested in safe 
and reliable securities issued in large international financial markets, where 
there is only a small risk of permanent capital loss.

Eesti Pank set a target some years ago 
of increasing its reserves substantially 
so that they could achieve their purpose 
better. The reserves need to be large 
enough that they can support the finan-
cial system and the economy in a critical 
situation. The investment portfolio was 
increased by 333 million euros in 2020, 
allowing further investment in current 
and new asset classes.

At the end of 2020, Eesti Pank’s port-
folio of investment assets stood at 1553 
million euros, which is equal to around 
6% of gross domestic product. The 
bank also had 12.7 million euros of gold. 
Eesti Pank’s investment assets at the 
end of 2020 were mainly in high-quality 
bonds, and partly in the stock markets 
of advanced economies (see Figure 7). 
Investments are made in equities mainly 
to diversify risks, but also to earn addi-
tional income.

In 2020, 61 million euros was invested in bonds denominated in euros. The 
value of the reserves denominated in other currencies was 1357 million euros 
at the end of the year. The foreign currency reserve was made up of sover-
eign bonds from the USA, Australia, Canada and the United Kingdom, mort-
gage-backed securities from the USA, and bonds of supranational institu-
tions. The equity portfolio stood at 135 million euros at the end of the year.

Eesti Pank has very little gold, in total only 256.6 kg or 8250 ounces, and 
holds it more for historical reasons than for financial reasons. Eesti Pank 
sold the majority of its gold reserves when Estonia regained its indepen-
dence, to exchange them for bonds, which allowed the goals set for the 
reserves to be met better.

The return on Eesti Pank’s investment assets was good in 2020 given the 
conservative allocation of assets at 3.17% or around 47 million euros (see 
Figure 8). Financial markets were very volatile last year. The pandemic in the 
spring brought the prices of risk assets, including equities, down sharply, 
while interest rates on sovereign bonds also fell sharply at the same time. 
This largely balanced the return on the investment portfolio of the bank.

Source: Eesti Pank

Figure 7. The structure of Eesti Pank’s investment 
assets in million euros  
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The large-scale and rapid support from 
both monetary and fiscal policy helped 
the prices of risk assets to recover 
quickly, but the interest rates on bonds 
remained low at the same time. This 
environment was very favourable for 
the bank’s investment portfolio and the 
rising prices of both bonds and shares 
overall contributed to significant returns 
for the bank. 

At the end of 2020, Eesti Pank had 
three external asset managers. PIMCO 
started working with Eesti Pank in 2005 
and Informed Portfolio Management 
from 2007, while Schroders became an 
external manager for Eesti Pank in 2017. 
The external asset management pro-
gramme is based on overlay mandates 
and the managers express the majority 
of strategies through derivative instru-
ments.

Eesti Pank, together with the other Baltic central banks, started working 
with the European Bank for Reconstruction and Development (EBRD) 
and signed a memorandum of mutual understanding with it. The aim is 
to promote a regional market for commercial paper that would be in line 
with the best practice of the short-term European paper (STEP) initiative 
of the European Central Bank. Developing a regional market for com-
mercial paper would help diversify the sources of financing available to 
local businesses.

PROVISION OF ASSET 
MANAGEMENT SERVICES 

Asset management services are provided as a full service to the Guar-
antee Fund, with the goal of protecting the money of depositors, inves-
tors and shareholders in local pension funds. The investment portfolio of 
the Guarantee Fund amounted to 250 million euros at the end of 2020.

Eesti Pank also works with Suomen Pankki, the Finnish central bank, 
in managing a part of the European Central Bank’s foreign currency 
reserves. The portfolio was more than 1 billion US dollars in size at the 
end of 2020, and the main focus in managing it is on liquidity and on 
maintaining value, so that it is available for use at any moment for a for-
eign currency intervention by the Eurosystem. More details on reserve 
management by the European Central Bank can be found in its annual 
report.

Source: Eesti Pank
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The pandemic shook financial markets

The pandemic that erupted at the end of February had a very serious and rapid impact on 
financial markets. There was a lot of confusion at the onset of the pandemic and it was not 
known what developments could be expected, and so volatility increased rapidly in equity 
markets to a level not seen since the bankruptcy of Lehman Brothers, which sparked the global 
financial crisis in autumn 2008. The markets generally reacted rapidly and dramatically to news 
about the pandemic. The bear market in the main stock markets saw the fastest fall in history 
of 20% from the record levels they had been at. The value of the Eesti Pank equity portfolio also 
dropped sharply within a month.

Naturally the bond markets also reacted to the news about the virus and the actions taken 
in consequence by central banks. On 3 March the Federal Reserve in the USA cut its base 
interest rate by 50 basis points, and on 15 March it did so again by a further 100 basis points. 
The announcement of a massive bond purchase programme could not prevent the negative 
reaction in stock markets, and US share indexes recorded their largest fall since the start of the 
financial crisis on the Monday after the decision was announced on the Sunday.

Other central banks also reacted rapidly by cutting base interest rates or announcing pur-
chase programmes, and so the yields on sovereign bonds fell everywhere. The pandemic also 
affected other financial assets, including commodities and gold. The crude oil market was hit 
particularly hard, when demand dropped sharply as the economy seized up. A lack of storage 
facilities for oil led to the unprecedented phenomenon of crude oil being traded in the USA 
in the second half of April at a deeply negative price. As a lot of uncertainty remains and the 
recovery of the economy takes time, the yields on bonds have remained at very low levels, while 
equity markets have at the same time recovered at an unprecedented rate; the USA saw a bear 
market appear in record time, but the recovery to reach new peaks has also been achieved at 
a record speed.

The turmoil that spread rapidly and widely through the financial markets during the pandemic 
showed how important it is over the longer term to have an investment portfolio that is well 
diversified, partly so it can help smooth sharp fluctuations in the short term, and partly so it can 
withstand shocks better to earn a stable return over the long term.
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Source: Eesti Pank

Figure 9. ATMs, points of sale accepting bankcards 
and sales terminals
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CASH CIRCULATION AND HANDLING
MANAGING CASH CIRCULATION

The impact of the coronavirus on  
the circulation of cash

The spread of the coronavirus meant that cash was issued in greater 
volumes across Europe in 2020. The volume of cash issued by Eesti 
Pank increased temporarily in March, when the bank issued 3.4 million 
banknotes, which was 29% more than at the same time a year earlier. One 
reason for the increase in demand for cash was the introduction of the 
emergency situation and the recommendation from state institutions for 
people to hold sufficient amounts of cash at home. There was also uncer-
tainty in society about what restrictions would be introduced and how they 
would affect access to cash.

As the virus spread and the risk of 
infection increased, Eesti Pank took 
several steps to ensure that its vital 
functions operated. To ensure that cash 
could continue to be issued, the bank 
changed how work was organised, so 
that cash transactions were made by 
separate teams to avoid the risk of infec-
tion. The outcome was that cash circu-
lation as a vital service operated without 
interruption.

As the virus was new, unknown and 
easily transmissible, questions natu-
rally arose about how safe it was to use 
banknotes. Research ordered by the 
European Central Bank showed that 
the probability of being infected with 
the Covid-19 virus by using cash is no 
greater than the probability of infection 
from other surfaces. People in Estonia 
also found it safe to use cash, and it is considered implausible that the 
virus can spread through banknotes and coins. People did not change 
their payment behaviour substantially either, as some 48% of purchases 
continue to be made in cash.

Access to cash has improved from year to year in Estonia as an increas-
ing number of companies are providing a cash withdrawal service from 
shop tills. The number of ATMs has been quite stable in recent years and 
there were 718 ATMs in Estonia at the end of 2020, of which 209 had a 
cash depositing function (see Figure 9). There were still 29 bank offices 
that offered cash handling services. Cash has a strategic importance for 
national security as it is a means of payment that is not dependent on 
electronic infrastructure.

In 2020 Eesti Pank issued 1.16 billion euros to credit institutions and 0.78 
billion euros were returned to Eesti Pank (see Table 3). The exact amount of 
cash in circulation in Estonia cannot be measured precisely, as banknotes 

The pandemic did 
not significantly 
impact people's 

payment behaviour 
and around half 
of transactions 
continue to be 
made in cash.
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move both within the euro area and outside it. The net total of euro cash 
issued by Eesti Pank has been positive since the euro was introduced, and 
the bank has issued 2.3 billion euros of cash more than has been returned 
to it over the decade.

Eesti Pank issued 35.3 million banknotes in 2020. As in previous years, the 
largest part of them were 50-euro notes, which accounted for around 51% 
of all the banknotes issued. The issue of five-euro and 20-euro notes was 

higher than in 2019 (see Figure 10). The 
50-euro note is popular because  it is 
widely used in ATMs and it is used both 
for making payments and for saving. 
Central banks of the euro area stopped 
issuing 500-euro notes in 2019, but this 
did not substantially affect demand for 
200-euro and 100-euro notes, which 
have been trending downwards in 
recent years.

Eesti Pank issued around 23.3 million 
coins in 2020, of which 48% were one 
and two-cent coins. As one and two-
cent coins are used little for payment 
and are mostly received as change, 
their continued use is not reasonable. 
The European Commission is consider-
ing whether to introduce rounding rules 
across Europe to reduce substantially 
the need for one and two-cent coins. 

Table 3. Cash flows between Eesti Pank and credit institutions

Year

Total amount (EUR billion) Number (million)

Issued by Eesti 
Pank

Received by Eesti 
Pank

Issued by Eesti Pank Received by Eesti Pank

banknotes coins banknotes coins

2016 1.00 0.84 23.1 23.9 18.7 0.7

2017 1.01 0.82 25.7 25.3 19.8 2.2

2018 0.97 0.68 25.6 26.1 17.5 2.4

2019 0.84 0.57 26.1 21.4 16.2 0.8

2020 1.16 0.78 35.3 23.3 24.4 3.6

Source: Eesti Pank

Figure 10. Banknotes issued by Eesti Pank, million
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There are two sides to every coin

Looking closely at the national side of euro circulation coins can reveal interesting details. The 
Estonian euro coins with the map of Estonia on them are quite usual in Estonia, but coins from 
neighbouring countries are also seen, as the coins with the Finnish lion or two-euro coins with 
the Latvian girl sometimes appear in circulation and may be received as change. As there are 
19 member states of the European Union that use the euro, and euro coins are also issued 
under special agreement by the Vatican, San Marino and Andorra, coins with very many differ-
ent designs circulate in the euro area.

As people travel, so cash moves around between the member states. The countries in the euro 
area monitor the movement of coins by carrying out regular research into coin migration, which 
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allows the main trajectories of movement for coins to be identified. The research shows which 
countries coins move into and out of more. This helps countries to plan their minting needs for 
coins better.

The coin migration research has shown that an average of 40% of the coins circulating in 
Estonia have the Estonian design on them, while 20% of the rest are from Finland, 10% from 
Germany, 7% from Latvia, 5% from Spain, 4% from Italy, and 3% from France. It can generally 
be said that the smaller the country is and the further it is from Estonia, the less likely it is that 
coins from there will be found circulating in Estonia. Coins from Malta, Cyprus, Slovenia and 
Luxembourg are very rare in Estonia for example, and they are highly valued by collectors. 
Coins from Estonia are equally highly valued in countries further away, and so it is nice for Esto-
nians to take some coins with them when they travel to leave as tips in restaurants for example.

It is true indeed that there are two sides to every coin, and a wallet in Estonia can contain coins 
from many different countries.8 

8 See https://www.ecb.europa.eu/euro/coins/2euro/html/index.en.html.

Contingency of cash circulation

There are four credit institutions in Estonia, which are Swedbank, SEB 
Pank, Luminor Bank and LHV Pank, that are providers of vital services 
under the Emergency Act and must ensure cash circulation and pay-
ment services. A contingency test for cash circulation was carried out 
in 2020, which tested the ability of credit institutions to restore cash 
services to cash-free offices. It also tested the readiness of Eesti Pank 
to transport cash to the places it is distributed. The results showed that 
both credit institutions and Eesti Pank are ready to act in an emergency.

Eesti Pank approves the continuity plans drawn up by credit institutions 
to ensure the functioning of cash circulation and payment infrastruc-
ture on the ground. Ensuring the sustainability of cash circulation will 
become increasingly important in future, as both the number of offices 
run by credit institutions and the number of staff they employ who have 
experience of working with cash and who understand the accounting 
and security requirements fall.

An important role in ensuring the contingency of cash circulation is 
played by cash handling companies and collection service providers. 
There are three cash handling and collection service companies work-
ing in the Estonian market. Cash handlers are responsible for making 
sure that ATMs are stocked and that people have access to good quality 
cash. They also provide collection services for companies.

CASH HANDLING
Ensuring the quality of cash in euros and the credibility of the euro is a joint 

requirement for all the countries in the euro area. The work of cash han-
dlers operating in Estonia has to abide by the law preventing the spread of 
counterfeits and the entry into circulation of poor-quality cash. Eesti Pank 
supervises the operations of cash handlers, monitoring the compliance of 
their cash handling equipment and regularly testing their security.

Although a large part of the cash in circulation is processed by cash han-
dling companies, the amount processed by Eesti Pank has increased in 

Tests showed that both 
credit institutions and 

Eesti Pank are ready to 
act in an emergency.
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recent years, and 21.8 million euro banknotes were processed in 2020 
(see Figure 11). Changes in the cash handling market caused the num-
ber of banknotes processed to rise by 35%, as the amount of banknotes 
brought back to Eesti Pank by cash handlers increased. Banknotes 
returned to Eesti Pank are sorted with fully automatic sorting machines. 
The authenticity of the banknotes returned is checked using parameters 
that only the central bank knows. Banknotes that are suitable for circu-
lation are packaged and returned back into circulation, and worn, dirty, 
torn or stained banknotes are removed from circulation.

Around one in three banknotes pro-
cessed at Eesti Pank were found to 
be unfit for circulation. The share of 
banknotes considered unfit for circu-
lation was larger than usual because 
banknotes from the first series were 
being removed from circulation, while 
low-value banknotes of five, 10 and 20 
euros become degraded in use, mean-
ing they had to be replaced in circulation 
with more new notes.

Eesti Pank exchanges damaged 
euro banknotes and coins. Damaged 
banknotes are sent for expert anal-
ysis, which first establishes whether 
notes and coins are genuine and then 
assesses the extent of the damage. 
Banknotes are exchanged when more 
than 50% of them remains. Expert anal-
ysis was carried out on 1954 damaged 
banknotes in 2020 and 177 coins were 
removed from circulation.

Eesti Pank exchanges Estonian kroons for euros. There are still some 
44.4 million euros of Estonian kroons that have not been returned from 
circulation. Kroons were exchanged on a thousand occasions in 2020, 
and the total value of the kroons exchanged was some 202,000 euros. 
Some part of the kroons that were in circulation has been permanently 
lost or destroyed over the years, and the amounts exchanged are smaller 
each year, but the facility for exchanging kroons for euros remains open.

There were 393 counterfeit euro banknotes discovered in Estonia in 
2020, which was 0.09% of the counterfeits found in the euro area, and 
the number of counterfeits discovered in Estonia remains one of the low-
est in the euro area. The most common counterfeits registered involved 
10 and 50-euro notes. The number of counterfeit coins is marginal both 
in absolute terms and in relation to the number of coins released into 
circulation, and in all, 106 counterfeit coins were discovered in 2020.

ORGANISING THE PRODUCTION OF 
BANKNOTES AND CIRCULATION COINS

All the central banks of the euro area are involved in the production of 
euro banknotes every year. In 2020 Eesti Pank fulfilled its production 

Source: Eesti Pank

Figure 11. Banknotes processed by Eesti Pank, million
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obligation by joining with seven other euro area central banks in a Joint 
European Tender to print the quota of second series 20-euro notes set 
by the Governing Council of the European Central Bank. The winner of 
the joint tender was Bundesdruckerei printing house in Germany, which 
printed the 18.78 million banknotes allocated to Eesti Pank. The new 
banknotes were added to the joint reserves of the Eurosystem. Stocks 
of circulating coins were also increased in 2020 as 10 million two-cent 
coins and 3.5 million 20-cent coins were supplied from Lithuania.

COLLECTOR COINS AND 
COMMEMORATIVE COINS

Eesti Pank issued a 15-euro collector coin in 2020 dedicated to the 
150th anniversary of the birth of Jüri Jaakson. The silver coin was 
designed by Anna Roomet, Risto Tali and Rait Siska and was minted 
in the Dutch mint, and 3000 of the coin were issued. A procurement 
was run to mint an eight-euro silver collector coin for the XXXII Olympic 
Summer Games in Tokyo. The Dutch mint won the procurement, but as 
the Olympic Games were postponed to 2021, so was the issuance of 
the collector coin.

Two two-euro commemorative coins with special designs were issued 
into circulation in 2020. A coin dedicated to the 200th anniversary of the 
discovery of Antarctica was issued into circulation at the end of Janu-
ary, and 750,000 of the coins were minted. The coins were minted by 
the Lithuanian mint. The other two-euro commemorative coin was dedi-
cated to the centenary of the Tartu Peace Treaty. A total of 1,000,000 of 
the coins were minted by the Lithuanian mint.

Two coin cards were made as collector’s items to go with the com-
memorative coins. The coin card for the Antarctic coin was designed by 
Tiiu Pirsko and Mati Veermets, and 10,000 of them were made. The card 
for the Tartu Peace Treaty coin was designed by Ivar Sakk, and 10,000 
of them were printed.

International cooperation

Eesti Pank is part of the banknote committee and its working groups, 
where the production, issuing and handling of euro banknotes is dis-
cussed. Access to cash and the service fees of credit institutions are 
becoming increasingly topical in the euro area. There is also a euro 
coins committee and working groups that operates at the European 
Commission, which handles the circulation and issuance of coins, and 
legislative issues surrounding them. Cooperation in the Baltic region 
continued in 2020 as the Baltic central banks stand ready to provide 
contingency support to one another.

Two commemorative 
coins were issued into 
circulation, one for the 

200th anniversary of the 
discovery of Antarctica, 

and one for the 
centenary of the Tartu 

Peace Treaty.
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THE OPERATION OF THE 
PAYMENTS ENVIRONMENT
THE PAYMENT SYSTEMS 
MANAGED BY EESTI PANK

Eesti Pank participates in managing and developing the pan-Eurosystem 
TARGET services9. TARGET services are

1. the TARGET2 pan-European automated real time gross settlement 
system10 that settles all instant payments, including monetary policy 
transactions and interbank transactions in euros;

2. the securities settlement platform T2S, which is used to settle the cash 
leg of securities transactions in central bank money;

3. the instant payment settlement system TIPS, which allows payment 
orders to be sent and received between instant payment systems so 
that SEPA instant payments11 are available throughout the euro area.

TARGET2 services together ensure the free movement of cash and securi-
ties, and in the future collateral too, throughout Europe.

There were 11 participants using target services in Estonia in December 
2020, for whom 14 cash settlement accounts and four securities settle-
ment accounts had been opened. No banks in Estonia had joined TIPS by 
December.

To ensure pan-European access to instant payments, the Governing Coun-
cil of the European Central Bank decided that all payment service providers 
that had joined the SEPA instant payments scheme had until November 
2021 to become available through the TARGET instant payment service, 
or TIPS account. The banks can use the TIPS account through the existing 
private sector instant payment systems, allowing them to be available for 
instant payments around the clock. This is not yet possible at the moment.

The year 2020 was an important one for everyday collateral management 
in Estonia, as the pandemic led the Estonian government to issue bonds for 
the first time, giving market participants the first domestic securities that are 
eligible as collateral in the Eurosystem. To allow the securities to be used as 
collateral in the monetary policy operations of the Eurosystem, Eesti Pank 
signed a cooperation agreement with the Nasdaq CSD Estonia branch to 
meet the requirements of the Eurosystem. The Estonian securities settle-
ment system of Nasdaq CSD has been on the list of eligible settlement 
systems of the Eurosystem since 15 April 2020. With the issue of Estonian 
bonds, Eesti Pank took on a new role as correspondent central bank, allow-
ing bonds issued in Estonia to be accepted as collateral on behalf of other 
central banks. The addition of the new role needed improvements to be 
made in day-to-day operations and system readiness. 

9 TARGET services are the financial services developed by the Eurosystem that allow pan- 
European money and securities settlements to be made to accounts opened at central banks.

10 Payments are settled in the real time gross settlement system one by one and constantly 
throughout the day. Payments are settled as soon as they reach the system and the settlement 
is final immediately the sum paid has been credited to the account in the payee bank.

11 SEPA instant payments are processed in TIPS in under five seconds day and night through-
out the year. Instant payments in TARGET2 are only processed on working days in a maximum 
time of 15 minutes.

The Nasdaq CSD 
Estonian securities 
system has been 
listed as an eligible 
settlement system 
for the Eurosystem 
since April 2020.
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The Eurosystem’s collateral management system ECMS for managing col-
lateral for credit operations and settling monetary policy operations, has 
been under development as a TARGET service since 2018. The ECMS will 
save time and money by stopping changes and developments in collateral 
management being duplicated at multiple central banks. The pandemic 
led the Governing Council of the European Central Bank to postpone the 
roll-out date of the ECMS by a year to November 2023. Eesti Pank made 
preparations for the planned start of its entry into the project at the start of 
2021 by bringing its systems and operating procedures into compliance 
with the ECMS.

Consolidation of TARGET services continued in 2020. The project aims 
to make the services more user-friendly by using the same technical and 
functional solutions for TARGET2 and T2S. As market participants wanted 
to change the final date for the project because of the pandemic and SWIFT 
decided to postpone the introduction of ISO20022 messaging for corre-
spondent banking by a year, the Governing Council of the European Central 
Bank decided to push the deadline for the consolidation of TARGET ser-
vices back by a year to November 2022. This led Eesti Pank to change the 
target dates for its own project plan.

Work at Eesti Pank was organised during the crisis in separate teams with 
alternating remote work, to ensure the continuity of interbank settlements 
as a vital service.

OVERSIGHT OF PAYMENT SYSTEMS
As the overseer of payment systems, Eesti Pank monitors the function-

ing of systems that are important for people and the economy in Estonia, 
assesses the risks to the system, and proposes ways of mitigating those 
risks. The goal of oversight is to minimise the risks to the system.

Eesti Pank monitors the functioning of the card payment system managed 
by Nets Estonia and the securities settlement system managed by Nas-
daq CSD. These systems worked well last year, both during normal times 
and during the emergency situation in the spring. Eesti Pank also monitors 
the work of pan-European systems that are important for Estonia. Systems 
that are important for the payment market in Estonia are the STEP212 and 
RT113 systems that the banks in Estonia use for client payments, the TAR-
GET2-Eesti component system, and T2S, where sales and purchases of 
securities by people in Estonia are settled.

The systems generally functioned smoothly, though the real-time TARGET2 
system managed by the Eurosystem had two serious and long-lasting inter-
ruptions last year, which had a negative impact on the payments of banks 
in Estonia through the TARGET2-Eesti component system and on STEP2 
retail payments, while T2S securities settlements were also interrupted. 
A final assessment of the interruptions will be given after an independent 
enquiry has concluded.

A job of primary importance in 2020 was assessing changes and develop-
ments with cards. As several banks moved their card processing services 
out of Estonia, card payments started to be processed not by the domes-
tic card payment system managed by Nets Estonia but by the international 
card schemes Visa and MasterCard, and by cross-border service providers. 

12 STEP2 is a pan-European automated clearing house.

13 RT1 is a pan-European SEPA instant payment system.
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Although the international card schemes are monitored by the central banks 
of the Eurosystem and it may be assumed that the risks to them are suffi-
ciently mitigated, the developments changed the provision of card payment 
services by the banks substantially, and so the risk picture changed too.

Eesti Pank considers that the risk to the sustainability of card services from 
an interruption in international communications has increased. An additional 
danger is that the number of parties needed for the system to function has 
also increased. As card payment services are a vital service, the banks pro-
viding that vital service must ensure that card payments could still be made 
within the country in an emergency if international connections did not oper-
ate or if there was an interruption to the system of a cross-border scheme or 
service provider. Eesti Pank believes that the smooth operation of everyday 
card payments must be ensured during even the smallest interruption.

To assess the security of card payments, the overseers analysed the extent 
of card fraud and how frauds are committed. Of the frauds committed with 
Estonian bankcards, 87% are online frauds. Reducing fraud needs online 
traders and banks throughout Europe to require strong authentication of 
card transactions in e-commerce, meaning the transaction must be con-
firmed by the cardholder’s bank and not only from the card data. This 
requirement came in on 31 December 2020.

Eesti Pank analysed the possible impact of these requirements, as e-com-
merce has grown steadily for residents of Estonia, and possible interrup-
tions can hinder the smooth operation of payments. It was concluded that 
domestic online transactions are unlikely to cause problems, but cross-bor-
der transactions could be hindered as not all traders across Europe have 
applied the necessary requirements. Eesti Pank believes that banks will not 
start to reject transactions by default, but will carry out risk analysis of the 
card issuers transactions, accept the risk of the card issuer on behalf of the 
cardholder, and refuse transactions only if it is really necessary.

PROMOTING THE PAYMENT 
ENVIRONMENT

Eesti Pank works with banks, companies and consumer representatives 
to make the functioning of the payment environment more efficient and to 
develop it. The primary focus is on rapid and convenient payment services 
that take account of changes in the needs of consumers and businesses in 
the payment market.

Eesti Pank focused in 2020 on supporting the broader use of SEPA instant 
payments in two directions. It is important that banks allow their clients to 
make instant payments wherever the payment is initiated from, whether 
that is the internet bank, a bank office or a mobile banking app. It may be 
noted that there are already banks that allow businesses to initiate instant 
payments through their accounting programs. It is also important that the 
banks apply the size limit on instant payments of 100,000 euros that was 
introduced in the summer.

Instant payments have by now become very common. At least 90% of all 
payments were made instantly at the end of 2020 whatever the time of day 
or day of the week (see Figure 12). Instant payments are offered by SEB 
Pank, Swedbank, LHV Pank, Coop Pank and Citadele Pank, and can be ini-
tiated through some e-money and payment institutions operating in Estonia.

Eesti Pank 
recommends that the 
banks take measures 
to ensure that card 
payments operate 
even if international 
connections do not 
function or if the 
system of some 
service provider is 
interrupted.
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Eesti Pank monitored and supported 
the execution in 2020 of the operating 
plan for instant payments approved a 
year earlier. Banks in Estonia started 
offering an interbank name payment 
service in spring that allows payments 
to be made using contacts from a tele-
phone without needing to know the 
account number of the recipient. The 
banks also introduced a universal bank 
link service because of the introduction 
of open banking. The universal bank 
link means that the merchant does not 
have to sign a separate bank link con-
tract with each bank, but can use one 
contract to receive payments from client 
accounts in different banks.

To support the development of instant 
payment solutions alongside card pay-
ments and cash in points of sale, Eesti 
Pank carried out a survey to find out whether small businesses were inter-
ested in payment solutions that would allow them to request payment and 
receive instant payment for their products and services through such solu-
tions as a banking app or a QR code. The survey found that small businesses 
are interested in being able to accept payments without having to have the 
infrastructure needed for card payments if it is inexpensive and convenient for 
customers, and ensures the rapid transfer of funds. This information gives the 
bank the confidence to develop further the payment request services that so 
far operate within banks and only between private individuals.

It was evident in 2020 that payment solutions that work in real time are 
being gradually introduced in the payments market, making the process 
of requesting money and making payments smoother. The innovations 
increase the range of choices available to people and companies and 
encourage competition in the payment services market, which has so far 
been mainly the preserve of the banks. Rapid payments which allow the 
payee to receive the funds instantly are the main advantage of the new 
payment solutions. The need for them was also shown in the emergency 
situation in the spring, which illustrated the desire and readiness of con-
sumers to use electronic sales environments and to make contactless pay-
ments in shops. The limit for contactless payments was raised to 50 euros 
to encourage their use.

The need to upgrade the payments environment was also emphasised in 
October at the Estonian Payment Forum. The forum set up a working group 
on the digitalisation of the payment environment, which will aim to digitalise the 
whole payment chain using modern solutions such as e-invoices, e-receipts 
and digital sales environments, allowing Estonian businesses and consumers 
to use innovative and secure payment solutions. The goal is to raise digital 
awareness among businesses, provoke their interest in digital solutions, and 
encourage them to use these solutions.

To develop the payment environment further, encourage the use of new finan-
cial technology, and identify the dangers better, Eesti Pank led in setting up a 
round table for financial innovation in 2020 to provide a discussion platform for 

Source: Eesti Pank
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the whole sector. The main topics of discussion that the central bank focused 
on were digital currency and preventing money laundering. Earlier money laun-
dering scandals have shown that Estonia needs new approaches to managing 
the risks from money laundering and terrorist financing and ensuring the secu-
rity of the operating environment. This should give a clear signal that Estonia 
is contributing to the fight against money laundering and terrorist financing 
throughout the financial sector with its skills and its technical capacity. The 
round table also discussed the legislative framework and how it encourages 
the use of financial technology and increased competition from non-bank 
financial institutions in providing payment services and financial services.

Eesti Pank was actively involved at the Eurosystem in 2020 in extending the 
European retail payments strategy. Under the extended strategy, the search 
for a pan-European point-of-sale payment solution will continue. Eesti Pank 
contributed by focusing on the comprehensive adoption of instant pay-
ments and on extending the opportunity to participate in payment systems. 
The need to harmonise the use across Europe of e-identification and digital 
signature services became an important part of the strategy at the initiative 
of Eesti Pank. The need to make the payment environment more efficient 
through digitalisation in cooperation with the fintech sector was also rec-
ognised. Eesti Pank also took a major part in preparing a report on the dig-
ital euro, and invited Estonian technology firms to give their opinion on how 
a digital euro could be provided to consumers and how it could be used.

Could the euro become digital?

Cash in the form of euro banknotes and coins is currently the only legal tender available to 
society, and the sole right to issue it is held by the central bank. As the use of cash has become 
less common and new crypto currencies have become more widespread, the central bank may 
in future start to issue digital currency. A digital euro would be a generally recognised, risk-free 
legal means of payment alongside cash and the money held in bank accounts. Digitising eco-
nomic activity, especially through the use of the distributed ledger and blockchain technology, 
needs new, secure and smart money to automate transactions. No decision has yet been made 
on introducing a digital euro.

All the central banks of the euro area have since the start of 2020 been investigating at the 
initiative of the European Central Bank the pluses and minuses of a widely used digital euro, 
and the technical feasibility of using it. They are considering for example whether introducing a 
central bank digital currency would make payment systems more effective, reduce the risks of 
payment services, and allow very large numbers of money holders to make massive numbers 
of transactions simultaneously in near real time, securely and at very low cost. They are also 
analysing whether introducing a new technology could potentially reduce the environmental 
footprint of payment services. A particular question is whether central bank digital currency 
could give central banks new ways to make monetary policy even more effective.

Introducing a central bank digital currency would be a major change to the current monetary sys-
tem. This needs it to be thoroughly considered from the point of view of the monetary system, the 
payment environment, financial stability, and the future-proofing and security of the technology.

Eesti Pank started a research project in October 2020 to consider whether the core KSI block-
chain technology of the Estonian e-state is suitable for launching the central bank digital currency 
into circulation. The Estonian state has been using this technology to handle data securely since 
2012. The research project is not aiming to make choices about the use of specific individual 
technologies. It will contribute to the coordinated analysis by the European Central Bank of a 
digital euro by leading the preliminary project to experiment with blockchain technology.

The need to 
harmonise the use 
of e-identification 
and digital signature 
services for cross-
border services 
became an important 
part of the European 
retail strategy at the 
initiative of Eesti 
Pank.
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STATISTICS
COMPILING AND DISSEMINATING 
STATISTICS

The outbreak of the pandemic and the 
declaration of the emergency situation 
did not cause any departures from the 
calendar plan for releasing and forward-
ing statistics in 2020. Data reporters also 
contributed to this, as they managed to 
keep to their deadlines for sending the 
individual data that are necessary for 
making statistics despite the restric-
tions. The quality reports compiled by 
international organisations again rec-
ognised the reliability and high quality of 
Eesti Pank statistics.

Interest in the statistics published on 
the website remained high in 2020. The 
number of visitors to the website was up 
by 10%, while the number of tables pub-
lished rose by 12%. The greatest interest 
was in financial sector statistics, which 
are also published in the largest volumes 
on the website (see Figure 13). Two thirds 
of the users of financial sector statistics 
look at the tables and figures in Estonian, 
but more than half of the views of the 
external sector and financial accounts 
statistics were of the English-language 
version (see Figure 14).

The volume of data sent to international 
organisations leapt up in 2019 and has 
remained large since then. This is pri-
marily because of the collection of Ana-
Credit granular loan data from credit 
institutions that started in autumn 2018, 
and their submission to the European 
Central Bank (see Figure 15).

The outbreak of the pandemic and the 
declaration of the emergency situation 
meant that Eesti Pank needed fast and 
reliable information from private individ-
uals and companies on their financial 
behaviour in order to be able to assess quickly the changing state of the 
economy. To this end an agreement was reached with the larger credit 
institutions on weekly reporting of payments and card transactions, which 
allowed payment statistics with a weekly view to be compiled for internal 
use at Eesti Pank.

Statistical releases with info graphics and indicator dashboards continued 

Source: Eesti Pank

Figure 13. Use of statistics on the 
Eesti Pank website by field

external sector and financial account statistics 17%

key economic indicators and the household consumption survey 21%

financial sector statistics 62%

Source: Eesti Pank

Figure 14. Use of statistics on the 
Eesti Pank website by language 
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to be developed so that the information 
revealed in the statistics and its main 
messages could reach consumers more 
efficiently. Five new statistical releases 
were added in 2020 covering the pay-
ment statistics of credit institutions, sta-
tistics on investment and pension funds, 
statistics on credit institutions and leas-
ing companies, statistics on savings 
and loan associations, and statistics 
on financial accounts. Most of the new 
statistical releases are published with 
quarterly frequency. New dashboards 
were added for the monthly and annual 
balance of payments statistics releases.

Information on the assets and con-
sumption habits of households in the 
euro area, including Estonia, is given by 
the Household Finance and Consump-
tion Survey (HFCS), which is carried out 

regularly every three years jointly by the European Central Bank and all the 
central banks of the euro area. The survey has now been run three times and 
Estonia has participated twice, in 2013 and in 2017. The survey in 2020 was 
halted shortly after it started, because the emergency situation meant that 
interviews with households could not be continued. It was decided to post-
pone the survey until 2021. To complement the traditional door-to-door sur-
vey, alternative survey methods using telephone and online interviews have 
been developed in cooperation with Statistics Estonia. New questions have 
also been added to the survey to assess how the pandemic affected the 
financial position of households and their financial and consumption habits.

DEVELOPMENT OF NEW 
AREAS OF STATISTICS

One aim of the updated Eesti Pank strategy is to provide broader statistics 
on the Estonian financial sector to the public. As a result, the section of the 
website on financial sector statistics was supplemented with statistics on 
investment and pension funds, which include fast-growing private and ven-
ture capital funds. 

The main resource for financial sector statistics comes from the regulations 
and guidelines of the European Central Bank on data requirements and par-
ticipation in developing methodologies for data collection and statistics. The 
European Central Bank’s regulation on pension fund statistics came into 
force in 2020 and so new data needed to be submitted to the European 
Central Bank. Work continued on developing changes to the European Cen-
tral Bank regulation on balance sheet statistics for monetary financial institu-
tions and integrating them with the reporting of Estonian credit institutions.

Alongside the regular submission of detailed loan data from credit institu-
tions to the European Central Bank, work was done on developing internal 
systems and processes to ensure the high quality of the loan data. Central 
banks and supervisory authorities as users of statistics were given access 
to loan data at the end of 2020.

Source: Eesti Pank

Figure 15. External sector, financial sector and 
securities statistics sent to international organisations,
million indicators 

0

1

2

3

4

5

6

7

8

9

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

European Central Bank
Eurostat
other (OECD, IMF, World Bank)

Statistics on 
investment and 
pension funds were 
added to the financial 
sector statistics.



EESTI PANK ANNUAL REPORT 2020

52

The detailed loan database of credit institutions at the service of 
the European System of Central Banks

The last financial crisis showed that additional and more detailed data are needed for the Euro-
pean System of Central Banks to be able to do its work.

In response the European Central Bank started the AnaCredit (analytical credit datasets) proj-
ect in 2011, with the aim of collecting standardised data from across the euro area on loans 
issued by credit institutions, collateral and borrowers. The regulation of the European Central 
Bank regulating the collection and submission of these data was issued in May 2016, and data 
collection and submission to the European Central Bank started in autumn 2018. Some coun-
tries outside the euro area have voluntarily joined in with this reporting alongside the countries 
of the euro area.

The data currently collected in the AnaCredit reporting framework cover loans issued to busi-
nesses and other legal entities, but it is planned to extend the dataset in future to cover other 
non-bank lenders and collect data on loans issued to private individuals. The dataset collected 
by the AnaCredit reporting is very detailed, covering some 90 different indicators on each loan 
reported, including information on the collateral of the loan and on the borrower. To manage 
the data on borrowers and other counterparties better and to ensure the quality of the data, 
the European Central Bank has developed a central RIAD (Register of Institutions and Affiliates 
Database), where the European Central Bank and all the central banks of the European Union 
member states are responsible for the quality of the data. There are currently more than 11 
million institutions in the register.

Eesti Pank has managed very well with introducing the reporting, ensuring the quality of the 
data and submitting the data to the European Central Bank, and has been named among the 
best in the quality reports. Estonia’s success comes partly because the country is small, but 
also because data reporters, modern IT solutions, and dedicated staff have all worked very 
well together.

Although central banks have been sending loan data to the database managed centrally by 
the European Central Bank since the end of 2018, the data only became available to users of 
statistics at central banks and supervisory authorities at the end of 2020. An exception was a 
very limited group of users who were allowed access to the data in spring 2020 to analyse the 
impact of the pandemic. The delay was so long because it was not possible to make the data 
available before the quality of them had reached a sufficient standard.

Contributions continued to the development at the European Central 
Bank of the integrated reporting framework (IReF). This framework is 
designed to integrate the requirements for the data needed for statis-
tics and apply them to the collection of data from monetary financial 
institutions in the euro area. The reporting framework is being estab-
lished because of the desire to reduce the reporting burden on data 
reporters and to improve the quality of data and their comparability 
across countries.

WORK WITH OTHER ORGANISATIONS
Joint preparations continued together with Statistics Estonia to trans-

fer from Eesti Pank the collection of data on services for the foreign 
trade statistics using a survey of businesses. The change was made 
following the adoption of the basic and implementing acts for the Euro-
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Statistics Estonia.
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pean Business Statistics Regulation. These set a large number of new 
requirements and data blocks for the statistics on foreign trade in ser-
vices, and they no longer match the requirements in the Eesti Pank Act 
for compiling the balance of payments statistics. Eesti Pank will receive 
the data from Statistics Estonia on exports and imports of services by 
companies that are an input in the balance of payments from the first 
quarter of 2021.

A model for data sharing was produced in cooperation with the Financial 
Intelligence Unit and Finantsinspektsioon, where the indicators needed 
for countering money laundering are collected together with statistical 
and supervisory data in the integrated reporting by credit institutions. 
This guarantees the principle of single reporting of data while consider-
ing the needs of all data users, and reduces the administrative burden 
for data reporters.

Eesti Pank has been working with human geographers at the University 
of Tartu for more than 10 years using a methodology for travel statistics 
that uses mobile positioning big data. This was a pioneering step in 
the world of statistics that allowed more accurate results and reduced 
administrative burdens. This work has been summarised in a research 
article Methodological framework for producing national tourism statis-
tics from mobile positioning data, which has now been published in the 
journal Annals of Tourism Research, vol 81, March 2020.

DEVELOPMENT OF INFORMATION 
SYSTEMS FOR STATISTICS

No large-scale IT developments were launched in 2020. The priority 
was to complete developments that had been started and make smaller 
efforts to improve efficiency to cope with additional work and prepare 
to start the development of the information system for statistics in 2021.

The introduction of an administrative interface for the move of the statis-
tical release app to a new platform was a notable development, while fur-
ther developments were made to the data submission portal, the largest 
of which was the development of additional functionality to support the 
collection of supervisory data. Important developments were also made 
to increase internal efficiency, as data transmission to international organ-
isations and to the Eesti Pank statistical publication app was made more 
convenient and automatic. The cooperation agreement with the Estonian 
Leasing Association was renewed, allowing a more efficient data submis-
sion system to be introduced. Internal databases and the procedures for 
granting and managing user rights were streamlined.

The restrictions introduced because of the pandemic and precaution-
ary measures limited the number of meetings in person, which had a 
negative impact on the preparations for the development project of the 
new information system for statistics. It was still possible even so to 
learn about the information system used by the Austrian central bank 
and draft a preliminary vision for the requirements for functionality of 
the new information system to be used for statistics at Eesti Pank. It is 
planned that the procurement for this will be run in the first half of 2021.

A research article was 
written about Eesti 
Pank's groundbreaking 
work in the use of mobile 
data in statistics.
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ECONOMIC ANALYSIS 
AND CONSULTATION
ECONOMIC ANALYSIS AND 
MONITORING AT EESTI PANK

The goal of analysis at Eesti Pank is to support the bank in carrying out 
its core functions. This work covers three main areas, which are analysis of 
the economy and the monetary policy outlook, analysis to support financial 
stability, and analysis to support the development of cash circulation and 
payment systems. The results of a large part of the analysis work are pub-
lished in the regular publications of Eesti Pank.

The following reports were published on the Eesti Pank website in 2020:
• The Financing of the Economy, which covers how non-financial com-

panies and the banks are able to fund themselves, and competition in 
the Estonian banking market.

• The Competitiveness Report, which analyses how competitive Esto-
nian exporters are in foreign markets, the factors that affect compet-
itiveness, and changes in those factors in recent years. The long-
term impact of climate change on the Estonian economy was also 
described in the report, together with the risks and opportunities of 
transitioning to a green economy.

• Two Labour Market Reviews, which covered supply and demand for 
labour and the impact of the Covid-19 pandemic on employment, 
and of the labour market support measures on the economic results 
of companies that received them. They compared developments in 
Estonia, including the crisis measures, with those in other European 
countries.

• Two Financial Stability Reviews, which contained estimates of the risks 
to the operation of the financial sector, including the ability of borrow-
ers to service their loans, and a review of the macroprudential policy of 
Eesti Pank. The review in November also covered the possible impact 
on the financial sector of ambitious climate goals.

The quarterly review of the Estonian Economy and Monetary Policy dis-
cussed key topics for the economy, and an updated review of the perfor-
mance of the economy.

Alongside these reports, Eesti Pank published its regular commentaries 
and press releases on the Estonian economy and continued to present the 
results of its economic analysis in public lectures and the Eesti Pank blog. 
Given the circumstances, the majority of the lectures were delivered online.

Like in 2019, the economists at Eesti Pank produced four economic fore-
casts in 2020. On two occasions, the forecast was compiled in cooperation 
with the European Central Bank and other central banks of the Eurosystem 
and on the other two occasions in March and September it was compiled 
independently. The euro area forecasts are coordinated by the monetary 
policy committee of the European Central Bank, which is the umbrella for 
the working groups on forecasting, state finances and the development of 
forecasting models. Experts from Eesti Pank participate in the monetary 
policy committee and in its working groups. Experts from Eesti Pank also 
helped compile the forecasts for the Estonian economy produced by the 
European Commission and the OECD.

The results of a large 
part of the analysis 
work of Eesti Pank 
are published in its 

regular publications.



55

The Estonian economy has been performing at above its potential level in 
the past couple of years, and it was expected that by 2020 the peak of the 
upswing would have passed and so the growth in the economy would slow. 
However the outbreak of the coronavirus pandemic in the first months of the 
year meant that an unexpectedly harsh economic crisis hit.

The forecast in March was not able to predict accurately how the virus would 
spread in Estonia or around the world, the extent of the measures that coun-
tries would take to stop the spread of it, nor the scale of the impact of the 
restrictions on the economy. Neither was the nature of the support mea-
sures that the government or the European Union would take known. As a 
result several scenarios were proposed suggesting that the contraction in the 
Estonian economy in 2020 would be from 6% to 14% depending on various 
assumptions. Information available at the time suggested it was not impossi-
ble that the decline in the economy could be the same size as that in the crisis 
of 2009. Alternative scenarios also had to be proposed in the subsequent 
forecasts given the continuing major uncertainty.

The forecast that was published in June using data from the end of May was 
already able to estimate the initial impact of the pandemic and take account of 
the crisis measures planned by the Estonian government. The forecasts made 
in the second half of the year were able to estimate to some extent the resil-
ience of the Estonian economy to the first wave of the coronavirus, analyse 
the impact of the pandemic on international trade, and compare the support 
measures taken by the Estonian government with those introduced in other 
countries in Europe. As the forecasts were repeatedly updated throughout 
the year, it had to be recognised that although the negative impact in the first 
wave of the virus had not been as serious as initially feared, there remained a 
lot of uncertainty about the future and the forecast rate of recovery had to be 
revised downwards several times.

The Eesti Pank forecasts also contained background information boxes on 
particular features of the development of the Estonian economy during the 
coronavirus crisis. Initial estimates found that the contraction in the Estonian 
economy in 2020 was smaller than those in other euro area countries, but that 
consumer prices fell by more. The initial analysis was that two thirds of the fall 
in the economy came from a reduction in foreign demand and one third from 
the domestic restrictions. Import goods also played an important role in the 
fall in prices of consumer goods and services, though the cut in diesel excise 
intended as a temporary measure also contributed to the fall in prices. The 
analysis also showed that it was harder to estimate inflation during the coro-
navirus crisis, and the probability of measurement error was larger than usual.

The background information in the forecasts did not only concern Covid-
19. To make the central outlook clearer, the background boxes covered the 
impact on consumer prices of various demand and supply-side factors, 
the relationship between corporate profits and inflation, and how growth in 
exports depends on the quality of products.

The estimate published by Eesti Pank in December put the contraction in 
the Estonian economy in 2020 at around 2.5%, and it was assumed in the 
baseline scenario of the forecast that the Estonian economy was starting to 
recover from the crisis and would return to its level of before the crisis in the 
second half of 2021. This is based on the assumption that vaccination would 
start in the countries of Europe at the end of the year, which would help to 

Initial estimates 
found that the 
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Estonian economy 
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those in other euro 
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stop the spread of the virus in the opening months of 2021, and so 
the restrictions on economic activity could be removed. The Estonian 
economy is very small and open and dependent on the outside world. 
All the assumptions used in the short-term economic forecast remained 
very uncertain at the end of the year, as the progress of the pandemic 
remained almost impossible to predict.

ECONOMIC RESEARCH
In line with the strategic research plan, the monetary policy and 

research department mainly focused on analysing monetary policy and 
financial stability, and on developing the macroeconomic and banking 
sector modelling system. Eesti Pank published eight working papers 
and two occasional papers in 2020 presenting the research results of 
Eesti Pank economists and visiting researchers (see Appendix 3). The 
Eesti Pank Occasional Papers is a series of papers where the bank 
publishes reviews of its analysis and research work. The papers cover 
a wide range of topical subjects and may be of interest to everyone 
interested in economics, including professional economists, political  
decision-makers, people in business, and anyone who simply wants 
to know more about economics. The working paper series focuses on 
research based on economic modelling and each paper goes deeply 
into one topic.

Articles based on the research are published in scientific journals. 
Eesti Pank economists and visiting researchers together authored or 
co-authored 15 research papers in 2020 (see Appendix 3). The results 
of research work were also presented at international scientific confer-
ences, which were mainly held online because of the coronavirus pan-
demic.

Researchers continued working with Estonian and foreign partners in 
2020, and staff from the research department participated in the House-
hold Finance and Consumption Network run by the central banks of the 
euro area, and the Working Group on Economic Modelling of the central 
banks. Two Estonia-based guest researchers came to work at the bank 
as part of the visiting researcher programme. Four public seminars were 
held at Eesti Pank with guest lecturers. Fewer public seminars were held 
than usual as the coronavirus pandemic made travel difficult.

The Eesti Pank research awards in memory of Urmas Sepp went to 
Gaygysyz Ashyrov in the doctoral category for research into the role of 
managerial traits in firm-level corruption, and to Krista Tarkmees and 
Kseniia Kasianova in the Masters category. Krista Tarkmees analysed 
the unequal distribution of assets between asset classes in Estonian 
households, and Kseniia Kasianova wrote on detecting money launder-
ing using the Hidden Markov Model.

Under an agreement on research cooperation between the University 
of Tartu and Eesti Pank, staff from the bank gave courses in the univer-
sity on macroeconomics and econometrics.

CONSULTATION
Advising the government is one of the statutory functions of Eesti Pank. 

Eesti Pank’s areas of expertise are primarily balanced economic devel-
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opment and the stability of the Estonian financial sector, and in relation 
to that, the better functioning of the European economic and monetary 
union. Ever more attention in discussions on economic policy fell on 
financial innovation and crypto currencies, including the creation of a 
digital euro14.

A relatively new topic that has risen up the agenda is climate policy. Eesti 
Pank has emphasised that creating the conditions for green financing 
does not have to threaten financial stability and the access to funding of 
other businesses. The bank is also ready to contribute where it can to 
assessing the impact of the transition and to participate in discussions 
on green financing.

The most important European Union-level topics that affected Eesti 
Pank in 2020 were the development of the banking union and the cap-
ital markets union, and Eesti Pank is the government’s main advisor on 
these topics. These two unions will boost the potential for growth in the 
monetary union and so ease the recovery from the current deep crisis. 
Developing the capital markets union will make it possible to encourage 
retail investors to participate in capital markets and diversify the sources 
of funding available to small businesses. Eesti Pank also finds it import-
ant that balance be maintained between regulatory requirements and 
risks in the development of new methods and tools for financing.

The European Commission proposed in 2020 that a directive raising 
the minimum wage be approved. The rapid introduction of this directive 
would mean a sharp rise in the minimum wage in Estonia. Given the 
importance of flexibility in the labour market for maintaining price stabil-
ity, Eesti Pank recommended to the government that it additionally anal-
yse the indirect consequences of raising the minimum wage. Eesti Pank 
considers that a major rise in the minimum wage could hurt employment 
more than analysis so far has shown.

The main discussion within Estonia was on easing the impacts of the 
coronavirus pandemic. Eesti Pank was directly involved in planning the 
measures that affected the financial sector.

14 For more see the section on The operation of the payments.

Advising the government on crisis measures

In summer and autumn 2020, Eesti Pank was part of a working group on crisis measures 
brought together by the Ministry of Economic Affairs and Communications. Eesti Pank and the 
ministry were joined in the working group by various business associations and experts. The 
goal for the working group was to analyse the crisis measures that the ministry had already 
taken, mainly through KredEx and Enterprise Estonia, and to advise on further possible mea-
sures that could be taken in the face of a second wave of the coronavirus and a deepening 
economic crisis. The main positions of Eesti Pank were:
• If it is decided to take additional measures, they should be targeted and temporary. The 

economic impact of the virus differs across sectors. Support measures should be tar-
geted at supporting the companies and people facing the largest difficulties.

• Long-term support measures for business should be targeted primarily at supporting the 
areas with the strongest potential for the future and those that are important for Estonia’s 
long-term competitiveness.

Eesti Pank was the 
main advisor to the 
government on the 
development of the 
Banking Union and the 
Capital Markets Union. 
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• Any new measures from KredEx should prioritise state guarantees rather than direct 
loans from the state. Giving guarantees allows the state to achieve the same results while 
spending less money. Loans issued by banks with guarantees also allow the valuable 
perspective of the private sector to be maintained in assessing projects. By interfering in 
a lending market that is functioning well, the state could crowd out the private sector and 
cause harm rather than benefit over the long term.

• That the market for bank loans operated despite the crisis was probably one reason why 
the loan measures from KredEx were used less than was initially forecast. The low take-up 
of the crisis measures does not necessarily mean that conditions need to be eased when 
new measures are planned, or that the goal should be set of issuing more state loans.

Unlike the great financial crisis that started in 2007 and hit hardest in 
manufacturing and construction, this crisis has hit most in the labour- 
intensive service sector. This made it reasonable to support companies 
by paying wage compensation that maintained employment and the 
incomes of people. As the coronavirus crisis may cause lasting changes 
in the structure of the economy, Eesti Pank recommended prioritising 
increasing labour mobility and retraining.

One constant theme in the advice from Eesti Pank on the state sup-
port for the economy was that it should be targeted as accurately as 
possible, and that it should consider how to increase the capacity for 
long-term growth in the Estonian economy. One economic policy rec-
ommendation from the central bank was that support should be given 
to overcoming Estonia’s backwardness in digitalisation in industry. The 
bank also recommended considering at the launch of large investment 
projects whether they met the climate goals that the Estonian govern-
ment had already accepted and that both the state and the private sec-
tor had to make a major contribution to achieving.

The crisis has proved global and serious, and so the additional extra- 
ordinary expenses of the general government can be justified. Govern-
ment debt had already doubled by the end of September from the start 
of the year and the debt-to-GDP ratio rose to almost 20%. The general 
government deficit was 4.8% of the GDP of the first nine months of the 
year. The government promised to reduce the general government fiscal 
deficit at the minimum rate permitted by the fiscal rules. This plan would 
mean though that the budget would remain in nominal and structural 
deficit even once the economy has recovered and returned to where 
it was before the crisis. Eesti Pank recommends that the general gov-
ernment budget should be returned to structural balance as quickly as 
possible. Rapidly rising permanent spending had already brought the 
general government budget into structural deficit before the crisis, and 
exiting this deficit will need economic policy decisions to be taken. Bal-
ancing the budget while maintaining the current level of spending will 
require the tax burden to be increased or expenditures to be cut, as 
otherwise it will take more than five years to get out from the deficit.

In its advice, Eesti Pank uses information from its regular economic 
forecasts and ongoing monitoring. The bank shared the results of 
its analysis and forecasting at the meeting of experts on reviving the  

Eesti Pank advised 
the government that 

when it launches larger 
investment projects, it 

should consider how 
well they support the 

climate goals. 

A financial innovation 
round table was 

set up in 2020 as 
a new platform for 

discussions. 



59

economy convened by the Prime Minister, and gave financial and tech-
nical support to the work of the independent Estonian Fiscal Council.

Eesti Pank not only advises the government and policymakers, but also 
organises public discussions on topics of importance for the Estonian 
economy. A public seminar held in autumn 2022 discussed how the 
fight against money laundering and terrorist financing could be made 
more effective without harming access to banking services in Estonia. 
A financial innovation round table was set up in 2020 as a new platform 
for discussions. This is intended to provide regular exchange of informa-
tion between state and the private sector institutions and a platform for 
discussion on promoting financial innovation. Eesti Pank holds regular 
meetings with the main ministries it works with, and with the Prime Min-
ister’s office and the office of the President of the Republic. The Exec-
utive Board of Eesti Pank met the President of the Republic, the Prime 
Minister, the Minister of Finance and members of the Riigikogu, and 
members of the Economic Affairs and Finance Committees of the Riigi- 
kogu in 2020. It also discussed the state of the economy and the out-
look for it with the heads of banks, businesses, and professional asso-
ciations. Members of the Eesti Pank Executive Board and experts from 
the bank make frequent presentations at conferences and seminars.

Eesti Pank has in previous years also shared its experience in the tech-
nical assistance programme for central banks of other countries, though 
the coronavirus pandemic meant that those programmes were put on 
hold in 2020.



60



61

Peeter Ulas. 
That is Why. 
2004. Dry point,  
mezzotint.



EESTI PANK ANNUAL REPORT 2020

62

INTERNATIONAL COOPERATION 
AND PUBLIC RELATIONS
INTERNATIONAL COOPERATION

Eesti Pank mostly conducted its international relations in 2020 over the 
internet because of the pandemic. The bank’s main foreign partner was 
the European Central Bank and the main forum for cooperation was the 
Eurosystem, where the Governor of Eesti Pank works with the heads of 
other euro area central banks to set monetary policy for the euro area. 
Many staff from Eesti Pank are involved in the committees and working 
groups of the European Central Bank and work with colleagues from the 
Ministry of Finance in the bodies of the European Commission and Coun-
cil of the European Union. Separate high-level working groups have been 
set up to discuss large joint projects like the digital euro, where Estonia 
makes an important contribution with its skills and knowledge.

The other major partner for cooperation is the International Monetary 
Fund, which carries out macroeconomic monitoring and advises member 
states, and can provide them with financial assistance if needed. Eesti 
Pank represents Estonia in the fund as part of the Nordic-Baltic constitu-
ency. Eesti Pank has close direct contact with the central banks of the Bal-
tic and Nordic states for handling other topics that are of mutual interest.

Experts from Eesti Pank work at the Organisation for Economic Co- 
operation and Development (OECD) in discussing economic and financial 
sector policy. The Governor of Eesti Pank attends meetings at the Bank for 
International Settlements (BIS), where the main topic is the development 
of standards for the financial system. Eesti Pank became a member of 
the Network of Central Banks and Supervisors for Greening the Financial 
System (NGFS) in 2020. Further information on the organisations that Eesti 
Pank participates in, and on who represents it there, is given in Table 4.

The work of the European Central Bank in 2020 was dominated by the 
extraordinary measures agreed in July with the heads of government of the 
European Union to ease the impact of the Covid-19 crisis with a support 
package worth a total of 750 billion euros. New impetus was given to the 
discussions about reviewing the monetary policy strategy of the European 
Central Bank, which had fallen quiet because of the pandemic, to which 
citizens of countries of the euro area including Estonia could contribute.

The most important of the discussions in the European Union in 2020 for 
Eesti Pank were those on the joint crisis measures, including the easing 
of the European Union’s fiscal rules and the best use of the funds in the 
recovery package. The new action plan was submitted for the capital 
markets union and an agreement was reached on an earlier launch for the 
common backstop of the Single Resolution Fund of the Banking Union. 
This will strengthen the capacity of the single resolution mechanism if the 
draft is ratified by the parliaments of the member states in 2021.

The European Union classification system for sustainable activities is 
taking form and will start to affect access to funding for investment. This 
is one way of achieving the European Union’s climate goals, which were 
tightened at the end of 2020. 

The work of the 
European Central Bank 
was dominated by the 

extraordinary measures 
agreed to ease the 

impact of the Covid-19 
crisis.
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Table 4. Eesti Pank’s participation in the work of international  
organisations and institutions*

European System of Central Banks

Governing Council of the European Central Bank Madis Müller, Ülo Kaasik 

General Council of the European Central Bank Madis Müller, Ülo Kaasik

Supervisory Board of the European Central Bank Maive Rute, Timo Kosenko 

Public Relations Committee Viljar Rääsk, Mart Siilivask

Budget Committee Helen Riitsaar

Financial Stability Committee Jaak Tõrs

Information Technology Committee Ahti Roosa, Jarmo Inkinen

Committee on Controlling Helen Riitsaar, Helga Käärik

Market Infrastructure and Payments Committee Kaire Torsus, Rainer Olt

Organisational Development Committee Anu Randveer, Helen Riitsaar

Banknote Committee Rait Roosve, Margot Luukas

Human Resources Conference Riina Padar-Leppiman, Kadi Kapral

Accounting and Monetary Income Committee Helen Riitsaar, Liivi Teder

Monetary Policy Committee Martti Randveer, Peeter Luikmel

International Relations Committee Maris Leemets, Reet Reedik

Risk Management Committee Kaari Kumari, Gerlyn Peetson

Internal Auditors Committee Henn Oit, Janno Kase

Statistics Committee Jaanus Kroon, Ain Paas

Market Operations Committee Fabio Filipozzi, Kristel Leo

Legal Committee Marek Feldman, Meelis Mark

European Central Bank High-level Task Force on Central Bank Digital Currency Maive Rute, Ülo Kaasik, Rainer Olt

Council of the European Union

Informal Council of Economics and Finance Ministers Madis Müller

Economic and Financial Committee (EFC) Maive Rute, Indrek Saapar

European Commission

European Commission and European Central Bank statistics forum Jaanus Kroon

Committee on Monetary, Financial and Balance of Payments Statistics Jaanus Kroon

Organisation for Economic Co-operation and Development (OECD)

Economic Policy Committee Ilmar Lepik, Lauri Matsulevitš

Financial Markets Committee Taavi Raudsaar

International Monetary Fund (IMF)

Board of Governors Madis Müller

Nordic-Baltic Monetary and Financial Committee (NBMFC) Ülo Kaasik

The European Systemic Risk Board (ESRB)

Steering Committee Madis Müller

General Board Madis Müller, Ülo Kaasik

Advisory Technical Committee Jana Kask

European Banking Authority (EBA)

Board of Supervisors Timo Kosenko

Bank for International Settlements (BIS)

Board of Governors Madis Müller

Central bank management working group Madis Müller

Irving Fisher Committee on Central Bank Statistics Jaanus Kroon

Committee for heads of security at central banks Rait Roosve

Network of Central Banks and Supervisors for Greening  
the Financial System (NGFS) Maive Rute

* Only those committees and forums that had meetings and discussions in 2020 are listed in the table.
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The publication of the digital finance package and discussions about 
the possible introduction into circulation of a digital euro were of key 
importance in work with the European Commission. It was also decided 
to strengthen the fight against money laundering and terrorist financing 
at the level of the European Union.

The International Monetary Fund (IMF) reacted rapidly to the crisis 
caused by the coronavirus pandemic. When quarantine measures 
started to be introduced in spring 2020 it was immediately clear that 
the healthcare crisis caused by Covid-19 could develop into an eco-
nomic and financial crisis. The IMF realised that dealing with a global 
problem needed coordinated economic policy measures, and it focused 
on monitoring, analysing, and advising on how to come through the 
crisis. The IMF also made crisis loans available more flexibly and faster. 
There were more than 80 member states by the end of the year that had 
received crisis loans from the IMF totalling 100 billion US dollars. On top 
of this there were loans of 500 million US dollars issued to the poorest 
countries in the world on favourable terms.

As the IMF increased the amount of crisis loans and eased lending con-
ditions for the poorest countries, it was necessary to make sure that it 
had sufficient resources to do so. The IMF has various sources of fund-
ing, which include loans issued by advanced nations. The existing loans 
matured at the end of 2020, and so the richest countries in the world 
renewed their loan contracts with the IMF. Eesti Pank granted its agree-
ment for the first time to help finance the work of the IMF if needed. The 
loan contract is for up to 380 million euros. The IMF has the authority to 
use the Eesti Pank credit line for up to three years, after which it can be 
extended by a year. The IMF already has similar credit line agreements 
with a large number of IMF member states, and most of the countries in 
the European Union.

At the end of 2020 the IMF partially restarted its regular monitoring of 
member states and discussed the outcomes of the crisis. The rapid 
growth in the debt burdens of countries was very apparent, and so 
restructuring national debts and cancelling debts for poorer countries 
will be a major topic of discussion in the years ahead. As the crisis has 
given a chance to change and improve the structure of economies, the 
IMF finds that economic growth should be based more in future on digi-
talisation and the smart economy, should be more inclusive, and should 
take more account of climate change. The IMF will pay a lot more atten-
tion than previously to climate issues, having decided to include them 
in the regular monitoring of national economies and financial sectors 
and to consider the impacts of climate change in its economic policy 
recommendations.

The fight against money laundering and terrorist financing has become 
more urgent in recent years throughout the world, including in the Nor-
dic and Baltic region. The eight countries of the region, which are Fin-
land, Sweden, Norway, Iceland, Denmark, Latvia, Lithuania and Estonia, 
decided at the end of 2020 to turn to the IMF to request assistance in 
making the cross-border fight against money laundering and terrorist 
financing more effective in the Nordic and Baltic countries. The IMF will 
help by assessing the structures and cooperation of the countries, ana-

Eesti Pank agreed for 
the first time to fund the 
work of the International 

Monetary Fund if needed.
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lysing cross-border money laundering risks, and giving advice on how to 
reduce those risks. The IMF has a strong reputation in the fight against 
money laundering and a great deal of experience from around the whole 
world. The project involves the financial supervision authorities, financial 
intelligence units, ministries of finance and central banks of the eight 
countries, and will last for around 18 months until the middle of 2022.

Experts from the IMF and the board of directors gave their assess-
ment of the Estonian economy in January 2020. Although the crisis has 
changed the economic circumstances in the meantime, some of the 
IMF’s recommendations for Estonia are aimed at the long term and will 
be applicable after the crisis ends. One of these is that Estonia should 
keep sufficient fiscal space in the medium term to make the expendi-
tures needed on developing infrastructure and on coping with the prob-
lems of an ageing population. Estonia should accelerate reforms that 
strengthen innovation, increase the labour supply, and increase produc-
tivity. It is important to continue with the ongoing work capacity reform, 
to use active labour market measures, and to make social spending 
more effective. Gender and age inequality also need attention, and this 
includes reducing the gender pay gap, which would need wage trans-
parency to be increased in both the public and private sectors.

PUBLIC RELATIONS
The public most commonly come across messages, analysis and infor-

mation from Eesti Pank through the media, and so a large part of the 
public relations work of the bank involves providing information to jour-
nalists, writing articles, giving interviews and responding to enquiries. 
Useful and up-to-date information can always be found from the website 
of the central bank, and also through social media. Eesti Pank earlier 
started using Twitter, but in the first half of 2020 it also added a page on 
Facebook so that it could communicate messages to a broader selec-
tion of readers and offer a convenient forum for them to pose questions 
to the central bank.

It is important for Eesti Pank that its messages be clear and compre-
hensible and that as many people as possible can understand them, not 
only experts on economics. To make the messages more understand-
able, more use was made of visualisations such as pictures, graphics 
and figures that are simple to understand.

The communications channels of the central bank were not left unaf-
fected by the coronavirus crisis that spread around the world. The 
spread of the virus in spring 2020 closed the Eesti Pank Museum to 
visitors and meant that all public events became virtual. There was at 
the same time a sharp rise in public interest in the opinions of the central 
bank, and how it saw the outlook for the economy given the crisis.

The central bank worked closely with other state institutions in Estonia 
to find the best way for journalists to communicate information to the 
people of Estonia about the performance of the economy and about 
worries for it. Online seminars were organised where expert economists 
explained how the crisis was affecting the Estonian economy and the 
financial sector. The seminars were popular with journalists and with 
the wider public. Virtual solutions were also used to hold a seminar for 

The pandemic sharply 
increased public interest 
in the economic opinions 
of the central bank.
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teachers. Although the museum was closed, the travelling exhibitions 
on the central bank and on the currencies that have circulated in the 
Republic of Estonia travelled to 11 sites across Estonia.

The central banks of the euro area started a joint review of monetary 
policy strategy in 2020 to update the strategy that had been in place 
since 2003 so it could reflect changes in the economy since that time. 
Eesti Pank organised a virtual round table at the end of November as 
part of this, inviting 24 civil society organisations from different parts 
of Estonian society to offer their opinions on monetary policy. Of those 
organisations, 14 participated by speaking in the debate, and 10 others 
submitted written comments and questions. A live public broadcast of 
the round table was shown.

The civil society organisations discussed what people and organisa-
tions think about changes in the economy, how much they had been 
affected by changes in prices, whether low interest rates have been 
good or bad for them, whether there are other topical issues besides 
restraining inflation that the central bank should be focusing more atten-
tion on, and other matters. Only civil society organisations were invited 
to speak at the round table, but everybody else in society may give their 
opinions through the Eesti Pank website. Eesti Pank places great value 
on the feedback it receives and uses it to adjust its monetary policy 
strategy. The central banks of the euro area plan to complete the strat-
egy update during 2021.



67

Source: Eesti Pank

Figure 16. Number of staff employed by Eesti Pank
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On 31 December 2020, Eesti Pank had 224 employees and two mem-
bers of the Executive Board. There were 13 employees with suspended 
contracts, nine of them on maternity leave (see Figure 16).

Inter-institutional rotation saw one employee working at the Govern-
ment Office of Estonia in 2020, one at the International Monetary Fund, 
and two at the European Central Bank. There were 16 employees work-
ing part-time. Four interns worked at Eesti Pank during 2020.

The total staff turnover was 6.2%, which 
was less than in 2019.

The average age of Eesti Pank employ-
ees is 47 (see Figure 17), and the aver-
age length of employment in Eesti Pank 
is 13 years. Women account for 57% of 
the Eesti Pank staff, and 43% are men 
(see Figure 18), and 79% of staff have a 
Master’s degree or equivalent and 8% a 
doctorate. Competitive recruitment was 
held for 18 positions in 2020, of which 
one was an internal competition and 
four were for fixed-term contracts.

Remuneration

The salaries of the Governor of Eesti 
Pank and the Deputy Governors are set 
by the Supervisory Board. The salary of 
the Governor was 10,200 euros a month 
in 2020, and those of the Deputy Gover-
nors were 8400 euros a month.

The remuneration policy of the bank 
aims to support the recruitment and 
retention of enthusiastic staff with the 
necessary qualifications, and to pay 
employees in the organisation fairly and 
competitively in the labour market. The 
salaries of central bank staff are com-
petitive with those paid in the financial 
sector in Tallinn and Harjumaa.

Composition of the 
Management Board

The Executive Board of Eesti Pank has 
three members, with a Governor and 
two Deputy Governors. The Governor 
serves a term of seven years, and the 
Deputy Governors have a term of office 
of five years.Source: Eesti Pank

Figure 17. Age structure of Eesti Pank staff 
at the end of the year
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Source: Eesti Pank

Figure 18. Gender structure of Eesti Pank 
staff at the end of the year
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At the start of 2020, the members of 
the Executive Board of Eesti Pank were 
Governor Madis Müller and Deputy 
Governors Ülo Kaasik and Maive Rute.

Governor Madis Müller manages Eesti 
Pank and is a member of the Govern-
ing Council of the European Central 
Bank, which sets monetary policy for 
the euro area. The Governing Council 
of the European Central Bank is made 
up of the heads of the central banks of 
the countries in the European Union that 
use the euro and the Board Members of 
the European Central Bank, and they all 
have equal votes in setting the interest 
rate framework of the euro area.

Deputy Governor Ülo Kaasik is respon-
sible for preparing monetary policy 
decisions and for economic research 
at Eesti Pank. He is also responsible for 
the financial accounting and reporting of 
Eesti Pank, for the information technology environment, and for coordi-
nating the collection, processing and disclosure of financial and external 
sector statistics. Ülo Kaasik is a member of the Estonian fiscal council 
and of the Latvian fiscal council.

Deputy Governor Maive Rute was responsible for ensuring financial 
stability, organising cash circulation, and maintaining the reliable and 
smooth operation of payment systems, and for the collection, process-
ing and disclosure of financial and external sector statistics. Maive Rute 
was a member of the Supervisory Board of the European Central Bank 
for SSM/Banking Supervision, She was also a member of the Statistical 
Council and participated in the work of the supervisory board of Finants- 
inspektsioon.

On 20 October the Supervisory Board of Eesti Pank released Maive 
Rute from her position as Deputy Governor as of 1 November 2020 at 
her own request because of her work at the Directorate-General (DG) for 
Internal Market, Industry, Entrepreneurship and SMEs of the European 
Commission.

On 3 November the Supervisory Board of Eesti Pank appointed Veiko 
Tali as Deputy Governor at the proposal of Governor Madis Müller, to 
start work on 1 January 2021. At the same time the areas of responsi-
bility of the Executive Board were reorganised.

Structural changes

Structural changes were made at Eesti Pank on 1 January 2020 to 
make the organisation of work at the bank more efficient. The former 
international and public relations department was disbanded and the 
general secretariat was created as a new unit to support the manage-
ment of the bank, and to take responsibility for communication by the 
bank and the management, organisation of the work of the Executive 
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The updated strategy

The work plans of Eesti Pank call for the bank’s strategy to be reviewed and updated each 
year. The Executive Board decided at a seminar in May that the lessons learnt from the crisis 
and the changes that had occurred in the financial sector meant that some activities and goals 
would have to be reworded.

The updates that were identified as necessary in the five strategic goals of Eesti Pank were:

As an adviser to the public and the government the bank needs to focus in the years ahead on 
recovery from the crisis and on the sustainable development of the financial sector.

In working with the financial sector, more attention must be paid than before to supporting 
innovation and to monetary policy loans, including changes to the collateral framework and the 
capacity of Eesti Pank to assess various forms of loan collateral. Much more must be done to 
work with the opportunities of financial technology to prevent fraud.

Board within Estonia and in international organisations, development of 
the organisation, and management assistance for the Executive Board.

The language and design services that were previously in the inter-
national and public relations department and the museum of the bank 
were moved into the administration department. The work of econo-
mists involved with the IMF and some international and European Union 
policy matters were moved to the economics and research department 
and the financial stability department, allowing those topics to be anal-
ysed in greater depth jointly with other economists.

Challenges and opportunities from the virus and 
the emergency situation

The coronavirus crisis that started in March 2020 and the announce-
ment of the national emergency situation gave an unexpected boost to 
remote working.

Work at the central bank was organised during the emergency situa-
tion following the recommendations of the health board and the best 
practice previously agreed at the bank. During the emergency situation, 
the Executive Board decided to allow remote working to a much greater 
extent than previously at Eesti Pank. The only staff allowed to work in 
their offices were those whose work was of critical importance and who 
were not able to do their work remotely. This included the provision of 
cash, market operations, the operation of the interbank payment and 
settlement system, and the IT support needed for the central bank to 
carry out its tasks, and work was organised in the bank’s buildings on 
a two-week rotation basis so the teams remain separated. A new best 
practice guideline for remote working was written and meeting rooms 
suitable for hybrid work were set up. 

A survey was run on the topic of remote work, and two thirds of staff 
replied to it, of whom 90% said they were able to cope well with working 
remotely. To improve the distribution of information within the bank while 
staff are working remotely, the general secretariat started to send out a 
newsletter reviewing the organisation of work and the economic policy 
work of the central bank. The internal website also played a very import-
ant role in keeping employees informed of developments. A satisfaction 
survey was run for all the staff of the bank in the autumn.
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Coping with crises, ensuring the functioning of payments and cash circulation in emergencies, 
and cyber resilience have become even more important. This needs work in these areas to be 
defined more accurately. Work with the banks to develop solutions to ensure the continuity of 
card payments must be made more effective, so that payments will function if ordinary and 
immediate authorisation for card payments does not work.

The security, sustainability and cyber resilience of IT systems is a priority, as the experience 
of the virus crisis showed the importance of ensuring all of this when working outside the 
buildings of the central bank. The new wording also emphasises the role of IT development in 
making the work of the organisation more efficient.

Financial independence guarantees the credibility and independence of the central bank. 
Activities involving the staff of Eesti Pank included bringing development and training work into 
line with the long-term goals of the bank. As part of this the staff will become greater experts 
on how climate and environmental measures will impact the economy and the financial sector, 
and if necessary we will bring experts from outside into the central bank.

TRAINING AND DEVELOPMENT
The virus crisis meant that the training and development work of the 

staff had to adapt to the new circumstances. As far as possible, in- 
person meetings were replaced with virtual and online training. When 
the restrictions were eased, ways were found of providing staff train-
ing in smaller groups. Travel restrictions reduced the amount of training 
outside Estonia sharply, and the number of online training sessions was 
14 times more than in the previous year. The average number of days of 
training per employee was only 3.0, having been 5.4 in 2019.

The health month events that were previously held twice a year moved 
to a virtual environment, and focused on self-management and training 
events on well-being.

One new opportunity for personal development that Eesti Pank started 
to offer to all its employees in 2020 was a careers advice service that 
was provided by professional specialists from outside the bank. The 
careers advice allows staff to discover their own hidden talents and 
strengths, plan steps they can take to develop within their work, and set 
goals for their private life. 
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Eesti Pank Organisation Chart in 2020
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ANNUAL ACCOUNTS OF 
EESTI PANK FOR THE 
FINANCIAL YEAR ENDED 
31 DECEMBER 2020

THE FINANCIAL POSITION OF EESTI PANK
CAPITAL AND RESERVES

Eesti Pank had EUR 480.4 million of capital as at 31 December 2020. More detailed information on Eesti 
Pank’s capital can be found under Item 30 “Capital and Reserves” in the notes on the Balance Sheet.

PROVISION FOR FINANCIAL RISKS

Following from risk assessments, Eesti Pank increased its provision for financial risks. The size of the 
provision and the continuing need for it is reassessed each year, with various factors considered. The 
risk assessment is based on a calculation of the value at risk of risk-bearing assets, which takes into 
account the size of the risk-bearing assets, the extent of risks that have realised during the year, and the 
forecast for the year to come. As at 31 December 2019 the provision made to cover financial risks was 
EUR 81.6 million. The bank transferred EUR 11 million to provisions in 2020 and as a result risk provi-
sions increased to EUR 92.6 million. See also Item 28 “Provisions” in the notes on the Balance Sheet.

PROVISION FOR THE OBLIGATION TO EXCHANGE ESTONIAN KROONS FOR EUROS

Ten years have passed since the euro was introduced and there are still some EUR 44.4 million of Esto-
nian kroons that have not been returned from circulation. It is highly probable that not all the kroons  
that were issued will be exchanged for euros in the future, as some will have been destroyed and 
some retained as souvenirs. For this reason a special purpose provision of EUR 29.6 million was set 
up in 2016. Future exchanges of kroons for euros will be funded from the provision. The provision was 
reduced in 2020 by EUR 202.1 thousand (EUR 387.8 thousand in 2019) as kroons were returned, and 
consequently the provision for the obligation to exchange kroons was reduced to EUR 28.1 million.

REVALUATION ACCOUNTS

Unrealised profit from gold, foreign currency and securities is not recorded as income in the Profit 
and Loss Account and is transferred to the revaluation accounts in the liabilities side of the Eesti 
Pank Balance Sheet. Assets on these accounts are used to reduce any future impact on the financial 
results of the bank from unfavourable developments in prices or exchange rates. In this way such 
financial buffers can help strengthen the resilience of the bank to underlying risks. The total value of 
the revaluation accounts for gold, currency and securities was EUR 63.5 million at the end of Decem-
ber 2020 and EUR 34.8 million at the end of 2019. For more details, see the notes on accounting 
principles, and Item 29 “Revaluation accounts” in the notes on the Balance Sheet.

FINANCIAL RESULTS FOR 2020

Eesti Pank’s net profit in 2020 was EUR 3.4 million, and it was EUR 28.4 million in 2019.

Net interest income fell to EUR 26.8 million in 2020 from EUR 29.4 million in 2019. The majority of 
the interest income came from derivative transactions, securities and the excess reserves of Estonian 
credit institutions. The return on the investment portfolio was high in 2020. Despite significant fluctu-
ations in the meantime, the environment was very favourable for the bank’s investment portfolio and 
the rising prices of both securities and equities overall gained significant income for the bank. The net 
income of Eesti Pank was increased by income from equity shares and participating interest of EUR 
8.5 million, which includes EUR 6.2 million of profit distributed by the European Central Bank. For more 
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details, see Item 34 “Income from equity shares and participating interests” in the notes on the Profit 
and Loss Account.

The total operating expenses of Eesti Pank, including depreciation, decreased from EUR 20.3 million 
in 2019 to EUR 19.8 million in 2020. The largest expenses were on staff costs and information and 
communications technology.

RISKS

Eesti Pank has a risk management system that covers all the processes of the bank and allows var-
ious risks to be tackled in a single framework. Risk management aims to reduce the adverse effect 
that unforeseen events can have on achievement of the bank’s objectives. To this end, risk manage-
ment is integrated with the investment, planning, budgeting and management reporting processes.

Reporting and analysis of risks show that risks coming from the external environment have increased. 
Eesti Pank contributes to risk management for the whole of the euro area through the committees and 
management bodies of the European System of Central Banks. Contingency plans for services are 
used to reduce the impact of any possible interruption to processes the bank considers critical and 
to ensure the continuity of activity. The external auditors regularly assess the risk management of the 
bank.

The increase in risks in 2020 arose mainly because Eesti Pank’s balance sheet grew in volume because 
of the extraordinary securities purchases made under the asset purchase programme to soften the 
economic impact of the pandemic, and because of the increased volatility in financial markets.

The financial risks at Eesti Pank are assessed using both Value at Risk (VaR) and Expected Shortfall 
measures. The need to use multiple measures of risk was caused by the large increase in the Balance 
Sheet and the risks stemming from changes.

Eesti Pank’s reserves are exposed to various risks such as market, credit and liquidity risks. Risks are 
managed constantly, with various risk limits set on investments and precautionary measures employed 
like the four-eyes principle and separation between decision-making and control functions.

Investment risk not related to monetary policy is measured where possible by the risk variable VaR 
(Value at Risk). The benchmark portfolio is approved by the Executive Board of Eesti Pank and sets 
the overall risk tolerance of Eesti Pank’s investments. The benchmark portfolio currently contains 
securities, government-guaranteed mortgage-backed securities fund units, and equity fund units. 
The Executive Board also decides the acceptable level of foreign exchange risk for the benchmark 
portfolio. The foreign exchange risk of the securities portfolio is hedged with forward transactions for 
foreign currency. Risks that are not measured by VaR are limited by their amount or by other param-
eters. Counterparty risk is managed through various contracts. The list of financial instruments that 
are permitted for managing investment assets is approved by the Governor of Eesti Pank. The risk 
management division observes that the risks remain within their permitted limits.

In addition to the risks from reserve management, the assets of Eesti Pank are subject to risks from 
monetary policy transactions. Risks related to monetary policy transactions are managed jointly in the 
Eurosystem Risk Management Committee, which comprises representatives of the central banks of 
the euro area, including Eesti Pank. A risk framework has been established that sets out conditions 
of transaction counterparties, assets that qualify as collateral for monetary policy operations, financial 
instruments to be purchased within the purchase programmes, and similar. No major changes were 
made in 2020 in the monetary policy collateral risk framework. Under Article 32.4 of the Statute of the 
ESCB, the Eurosystem central banks share any losses realised from securities bought in monetary pol-
icy operations or held under the Securities Market Programme and the expanded Asset Purchase Pro-
gramme other than government bonds, in full in proportion to the prevailing ECB capital key shares15.

15 Under Article 29 of the Statute of the ESCB and of the ECB, the central banks of the member states subscribe the capital 
of the European Central Bank in the proportions given by the capital key. The capital key is calculated by looking equally at 
each country’s share of the European Union’s population and GDP. The weightings are adjusted every five years or when the 
group of central banks of the countries in the ESCB changes. As the member states that are outside the euro area do not 
have a right to the distributed profit and loss of the European Central Bank under the capital key, Eesti Pank’s share of the 
risks of the European Central Bank has been 0.2817% since 1 February 2020.
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APPROVAL OF THE ANNUAL 
ACCOUNTS FOR THE 
FINANCIAL YEAR ENDED 
31 DECEMBER 2020 BY 
THE EXECUTIVE BOARD OF 
EESTI PANK

The Executive Board recognises its responsibility for the Annual Accounts of Eesti Pank for the 
financial year ended 31 December 2020.

The Annual Accounts of Eesti Pank have been drawn up in accordance with the rules established 
in Article 26.4 of the Statute of the European System of Central Banks and of the European Central 
Bank16. The parts of the Annual Accounts that are not regulated by ECB guidelines have been drawn 
up in accordance with the financial reporting standards generally accepted in Estonia. The Annual 
Accounts give a true and fair view of the assets and liabilities, equity and financial performance of 
Eesti Pank.

The preparation of the Annual Accounts in conformity with the above requirements requires the 
Executive Board to provide estimates of the determinants affecting the assets and liabilities of Eesti 
Pank as at the accounting date and income and expenses during the accounting period. These esti-
mates are based on the information available about Eesti Pank, its intentions and risks as at the date 
of preparation of the Annual Accounts. The final outcome of the economic transactions reflected in 
the Annual Accounts may differ from the estimates of the Executive Board.

On 22 March 2021, all the members of the Executive Board of Eesti Pank on that day signed the 
Annual Accounts digitally.

Madis Müller Governor of Eesti Pank, Chairman of the Executive Board

Ülo Kaasik Deputy Governor of Eesti Pank, Member of the Executive Board

Veiko Tali Deputy Governor of Eesti Pank, Member of the Executive Board

16 Decision of the ECB of 3 November 2016 on the legal framework for accounting and financial reporting in the European 
System of Central Banks (recast)(ECB/2016/34), OJ L 347, 20.12.2016, p3.



77

BALANCE SHEET AS AT 31 DECEMBER 2020 AND 2019

thousand euros

 Item 31.12.2020 31.12.2019

ASSETS    

Gold and gold receivables 1 12 737 11 172

Claims on non-euro area residents denominated in foreign currency  1 559 680 1 228 839

  Receivables from the IMF 2 93 519 82 899

  Balances with banks, security investments and other external assets 3 1 466 161 1 145 940

Claims on euro area residents denominated in foreign currency 4 48 901 35 614

Claims on non-euro area residents denominated in euro 5 0 33 330

Lending to euro area credit institutions related to monetary policy  
operations denominated in euro 6 1 881 500 23 000

Other claims on euro area credit institutions denominated in euro 7 4 291 7 590

Securities of euro area residents denominated in euro  7 860 459 5 661 519

  Securities held for monetary policy purposes 8 7 800 323 5 620 962

  Other securities 9 60 136 40 557

Intra-Eurosystem claims  1 593 834 2 242 673

  Participating interest in the European Central Bank 10 91 815 92 147

  Claims equivalent to the transfer of foreign reserves 11 113 648 114 048

  Net claims related to the allocation of euro banknotes within the Eurosystem 12 1 384 821 1 408 675

  Other claims within the Eurosystem (net) 13 3 550 627 803

Other assets  94 461 92 647

  Tangible and intangible fixed assets 14 14 936 15 711

  Other financial assets 15 234 234

  Off-balance-sheet instruments revaluation differences 16 12 397

  Accruals and prepaid expenses 17 52 326 59 944

  Sundry 18 26 953 16 361

TOTAL ASSETS  13 055 863 9 336 384

The notes on pages 80-105 form an integral part of the Annual Accounts.
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 thousand euros

 Item 31.12.2020 31.12.2019

LIABILITIES    

Banknotes in circulation 19 3 715 386 3 361 129
Liabilities to euro area credit institutions related to monetary policy opera-
tions denominated in euro  7 033 660 4 901 979

  Current accounts (including cover for the minimum reserve system) 20 7 033 660 4 901 979

Liabilities to other euro area residents denominated in euro 21 460 932 244 767

  General Government  440 803 228 992

  Other liabilities  20 129 15 775

Liabilities to non-euro area residents denominated in euro 22 23 14 520

Liabilities to non-euro area residents denominated in foreign currency 23 0 9 310

Counterpart of the special drawing rights allocated by the IMF 24 73 032 76 459

Intra-Eurosystem liabilities  1 016 365 0

  Other liabilities within the Eurosystem (net) 25 1 016 365 0

Other liabilities  88 401 80 734

  Off-balance-sheet instruments revaluation differences 16 1 649 130

  Accruals and income collected in advance 26 19 537 19 641

  Sundry 27 67 215 60 963

Provisions 28 120 741 110 188

Revaluation accounts 29 63 468 34 815

Capital and reserves 30 480 422 474 128

  Capital  266 108 259 814

  Reserves  214 314 214 314

Profit for the year  3 433 28 355

TOTAL LIABILITIES  13 055 863 9 336 384

The notes on pages 80-105 form an integral part of the Annual Accounts.
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2020 PROFIT AND LOSS ACCOUNT FOR 2020 AND 2019

thousand euros

 Item 2020 2019

Interest income  178 013 115 389

Interest expenses  -151 164 -85 964

Net interest income 31 26 849 29 425

    

Realised gain arising from financial operations  21 774 19 928

Write-downs on financial assets  -14 572 -2 757

Provision for financial risks  -11 000 -9 800

Net result of financial operations, write-downs and risk provisions 32 -3 798 7 371

    

Fees and commissions income  365 327

Fees and commissions expenses  -37 -42

Net income from fees and commissions 33 328 285

    

Income from equity shares and participating interests 34 8 478 8 295

Net result of pooling of monetary income 35 -9 949 1 772

    

Other income and expenses 36 1 311 1 470

    

Total net income  23 219 48 618

    

Staff costs 37 -10 550 -10 433

Administrative expenses 38 -5 974 -6 231

Depreciation of tangible and intangible fixed assets 14 -1 874 -1 911

Banknote production services 39 -801 -704

Other operating expenses 40 -587 -984

    

Operating expenses  -19 786 -20 263

    

Profit for the year  3 433 28 355

The notes on pages 80-105 form an integral part of the Annual Accounts.
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NOTES ON THE ANNUAL 
ACCOUNTS OF EESTI PANK
ACCOUNTING POLICIES USED IN 
THE ANNUAL ACCOUNTS

GENERAL PRINCIPLES

The Annual Accounts of Eesti Pank have been drawn up in accordance with the rules established 
in Article 26.4 of the Statute of the European System of Central Banks and of the European Central 
Bank17. The parts of the Annual Accounts that are not regulated by ECB guidelines have been drawn 
up in accordance with the financial reporting standards generally accepted in Estonia.

The preparation of the Annual Accounts requires the Executive Board to provide estimates of the 
determinants affecting the assets and liabilities of Eesti Pank and income and expenses during the 
accounting period as at the balance sheet date. These estimates are based on the information 
available about Eesti Pank and its intentions and risks as at the date of preparation of the Annual 
Accounts.

No Cash Flow Statement is presented as it does not provide significant relevant information to the 
readers of the Annual Accounts of Eesti Pank, given the bank’s role as the central bank.

The Annual Accounts have been prepared in thousands of euros unless indicated otherwise.

The Balance Sheet items are grouped by residency (euro area, non-euro area) and currency (euro, 
other currency). The assets and liabilities related to monetary policy are recorded on separate rows.

The Annual Accounts have been prepared on the historical cost basis, except in the cases explained 
in the following accounting principles.

ASSETS AND LIABILITIES

Assets and liabilities are recognised in the Balance Sheet when it is probable that any associated 
future economic benefit will flow to or from Eesti Pank; almost all of the risks and rewards related 
to assets and liabilities have been transferred; and the cost or value of an asset or a liability and the 
resulting gains or losses can be measured reliably.

FINANCIAL ASSETS AND LIABILITIES

A financial asset is any asset that is cash, or a contractual right to receive cash or any other financial 
assets from another entity, or a contractual right to exchange financial assets with another entity 
under conditions that are potentially favourable. A financial liability is any liability that is a legal obliga-
tion to deliver cash or any other financial assets to another entity or to exchange financial assets with 
another entity under conditions that are potentially unfavourable.

Financial assets are initially recorded at their acquisition cost, which is the fair value of the amount 
paid for the financial asset in question. Financial liabilities are initially recorded at their acquisition 
cost, which is the fair value of the amount received for the financial liability in question. Subsequent 
measurement of financial assets and liabilities is based on the market value, the acquisition cost or 
the amortised cost depending on the type of the asset or liability. Market value is the amount for 
which an asset could be exchanged, or a liability settled between knowledgeable, disinterested and 
willing parties in an arm’s length transaction. Financial assets recorded at market value are revalued 
on every balance sheet date.

Financial assets recorded at adjusted acquisition cost are written down if the recoverable amount of 
an asset is likely to be smaller than its carrying amount. The impairment of significant financial assets 
is measured for each object separately. The impairment of financial assets that are not individually 

17 Decision of the ECB of 3 November 2016 on the legal framework for accounting and financial reporting in the European 
System of Central Banks (recast)(ECB/2016/34), OJ L 347, 20.12.2016, p3.
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significant and that are not expected to be impaired is measured for all assets together. Write-downs 
of financial assets are recorded as an expense of the accounting period in the Profit and Loss Account.

RECORDING OF TRANSACTIONS IN FOREIGN CURRENCY

With the exception of spot transactions in securities, transactions in financial instruments denomi-
nated in foreign currency are recorded in off-balance-sheet accounts on the trade date. On the set-
tlement date, off-balance-sheet entries are reversed and transactions are recorded on the Balance 
Sheet. The purchase and sale of foreign currency affect the net foreign currency position on the trade 
date; realised results arising from sales are also calculated on the trade date. The interest accrued on 
financial instruments denominated in foreign currency and the premiums or discounts are calculated 
and recorded on a daily basis. These amounts also affect the foreign currency position on a daily 
basis.

Assets and liabilities denominated in foreign currencies are converted to euros at the official daily 
fixing of the European Central Bank effective on the balance sheet date. Income and expenses are 
converted at the official European Central Bank exchange rate prevailing on the trade date. The reval-
uation of on-balance-sheet and off-balance-sheet instruments and of foreign exchange assets and 
liabilities is performed on a currency-by-currency basis.

The special drawing right (SDR) of the International Monetary Fund (IMF) is defined in terms of a bas-
ket of currencies. To revalue Eesti Pank’s holdings of SDRs, the value of the SDR was calculated as 
the weighted sum of the exchange rates of five currencies (the US dollar, the euro, the Japanese yen, 
the pound sterling and the Chinese renminbi) converted into euros as at 31 December 2020.

The official daily fixings applied on 31 December 2020 and 2019 were as follows:

 31.12.2020 31.12.2019

USD 1.2271 1.1234

GBP 0.89903 0.85080

JPY 126.49 121.94

CNY 8.0225 7.8205

SDR 0.848464 0.810438

GOLD

Gold is valued at the market price prevailing at the year-end, and no distinction is made between 
the price and currency revaluation differences for gold. Instead, a single gold valuation is accounted 
for on the basis of the price in euros per fine ounce of gold, which, for the year ending 31 December 
2020, was derived from the exchange rate of the euro against the US dollar on 31 December 2020.

SECURITIES

Securities held for monetary policy purposes

Securities held for monetary policy purposes are accounted for at amortised cost subject to impairment.

Other securities

Marketable securities (other than securities held for monetary policy purposes) and similar assets are 
valued either at the mid-market prices or on the basis of the relevant yield curve prevailing on the bal-
ance sheet date, on a security-by-security basis. For the year ending 31 December 2020, mid-market 
prices on 31 December 2020 were used.

INCOME RECOGNITION

Income and expenses are recorded in the Profit and Loss Account during the accounting period on 
an accrual basis regardless of when cash was received or paid. Realised gains and losses arising 
from the sale of foreign exchange, gold and securities are calculated from the average prices of each 
asset taken to the Profit and Loss Account.
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Unrealised gains are not taken to the Profit and Loss Account, but are recognised on the Balance 
Sheet under “Revaluation accounts”.

Unrealised losses are recorded in the Profit and Loss Account under “Write-downs on financial 
assets” if, at the year-end, they exceed previous revaluation gains registered in the corresponding 
revaluation account. Unrealised losses on any one currency or security or on gold are not netted 
against unrealised gains on other currencies or securities or gold. In the event of an unrealised loss 
on any currency or security or on gold at the year-end, the average cost of that item is reduced to the 
year-end exchange rate or market price.

Premiums or discounts arising on purchased securities are recorded as part of interest income and 
are amortised on a daily basis over the remaining life of the securities.

The interest income and expenses from monetary policy operations are presented on a net basis for 
each balance sheet item or sub-item.

REVERSE TRANSACTIONS

Repurchase transactions (sale/repurchase transactions) are recorded as collateralised loans taken 
at their fair value, meaning securities are recorded as assets on the Balance Sheet and the repur-
chase amount as a liability.

Reverse repurchase transactions (purchase/resale transactions) are recorded as collateralised 
loans. Securities used as collateral for reverse repurchase transactions are not recorded on the Bal-
ance Sheet of Eesti Pank.

INVESTMENTS IN SHARES

Investment in shares is recorded at market value if it can be assessed reliably. The assessment of 
the market value of shares is not reliable if they are not actively traded and there are no alternative 
methods for assessing their value reliably. In this case shares are recorded at their acquisition cost 
subject to impairment. Profits and losses on the sale of shares are recorded in the Profit and Loss 
Account after all conditions of sale have been fulfilled. Dividend income is recorded as income for 
the period.

FIXED ASSETS

Fixed assets are assets with a useful life over a year and an acquisition cost in excess of EUR 10 000. 
Fixed assets are recorded at their acquisition cost, which is the purchase price and other expendi-
ture directly related to bringing assets to the location and condition necessary for their intended use. 
Land, buildings, utility systems of buildings, IT hardware, software, and other assets with long-term 
useful lives are recorded as fixed assets on the Balance Sheet. Prepayments for fixed assets are also 
recorded as fixed assets.

Land and objects of art and culture are not depreciable assets. Other fixed assets are depreciated 
on a straight-line basis over the estimated useful lives of the assets at the following rates.

2020

Land and buildings 3%

Utility systems of buildings 10%

Hardware 20%

Software, motor vehicles 15–50%

Other fixed assets 7–20%

The need to differentiate between software depreciation rates arose due to the introduction of appli-
cation software with high acquisition cost and varying useful life.

Subsequent expenditure incurred for items of fixed assets is recognised as fixed assets when it is prob-
able that Eesti Pank will derive future expected benefits from the asset and the cost of the asset can be 
measured reliably. Current maintenance and repair costs are recognised as expenses for the period.
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PROVISION FOR FINANCIAL RISKS

Given the nature of the operations of the central bank, Eesti Pank may set up a provision on the 
balance sheet for financial risks. The management of the bank decides to increase or reduce the 
provisions, using a reasonable estimate of the bank’s exposure. The provision is used to cover the 
uncovered losses in revaluation accounts to the extent approved by the Executive Board. If the size 
of the provision is reduced because of risk estimates, the amount it is reduced by is recorded as 
income for the recording period.

CLAIMS AND LIABILITIES TO FINANTSINSPEKTSIOON

The Balance Sheet of Eesti Pank contains a claim on Finantsinspektsioon for services provided and 
acquisition of low-value assets by Eesti Pank, and a liability to Finantsinspektsioon in relation to its 
current account held with Eesti Pank.

OFF-BALANCE-SHEET INSTRUMENTS

Currency instruments, namely foreign exchange forward instruments, forward legs of foreign 
exchange swaps and other currency instruments involving an exchange of one currency for another 
at a future date, are included in the net foreign currency position for the purpose of calculating foreign 
exchange gains and losses.

Interest rate instruments are revalued on an item-by-item basis. Daily changes in the variation margin 
of open interest rate futures contracts are recorded in the Profit and Loss Account. The valuation of 
option transactions and of interest rate swaps is based on generally accepted valuation methods, 
using observable market prices and rates and the discount factors from the settlement dates to the 
valuation date.

CONTINGENT LIABILITIES

Contingent liabilities are recorded in the Notes on the Annual Accounts and include commitments, 
guarantees and other liabilities which may, under certain conditions, become liabilities in the future, 
though the probability of their realisation is considered lower by the management of the bank than 
the probability of their non-realisation.

POST-BALANCE-SHEET EVENTS

Assets and liabilities are adjusted for events that occur between the balance sheet date and the date 
of compilation of the Annual Accounts but are related to transactions during the accounting period 
or earlier periods or materially affect the condition of assets and liabilities on the balance sheet date. 
Important post-balance-sheet events that do not affect the condition of assets and liabilities on the 
balance sheet date are disclosed in the Notes.

BANKNOTES IN CIRCULATION

The European Central Bank and the euro area national central banks, which together comprise the 
Eurosystem, issue euro banknotes18. The total value of euro banknotes in circulation is allocated 
to the Eurosystem central banks on the last working day of each month in accordance with the 
banknote allocation key19.

The European Central Bank has been allocated a share of 8% of the total value of euro banknotes 
in circulation, and the remaining 92% has been allocated to the Eurosystem central banks accord-
ing to their weightings in the capital key of the ECB. Eesti Pank’s share of the total of banknotes 
allocated to the Eurosystem central banks is disclosed in the Balance Sheet under the liability item 
“Banknotes in circulation”.

18 Decision of the ECB of 13 December 2010 on the issue of euro banknotes (recast) (ECB/2010/29), OJ L 35, 9.2.2011, p 26.

19 Banknote allocation key – the percentages that result from taking the ECB’s share in the total euro banknote issue and 
applying the subscribed capital key to the NCBs’ share of that total.
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The difference between the value of euro banknotes allocated to each Eurosystem central bank in 
accordance with the banknote allocation key and the value of euro banknotes that it actually puts 
into circulation also gives rise to remunerated intra-Eurosystem balances. These claims or liabilities20 
are disclosed under the sub-item “Intra-Eurosystem balances: net claims/liabilities related to the 
allocation of euro banknotes within the Eurosystem” (see “Intra-Eurosystem balances” in the notes 
on accounting policies).

From the cash changeover year until five years following the cash changeover year21 the intra- 
Eurosystem balances arising from the allocation of euro banknotes are adjusted in order to avoid 
significant changes from previous years in the relative income positions of the Eurosystem central 
banks. The adjustments are effected by taking into account the differences for the reference period22 
between the average value of banknotes released into circulation by the central banks of the Eurosys-
tem countries and the average value of the banknotes that would have been allocated to them during 
that period under the ECB’s capital key. The adjustments are reduced in annual stages until the first 
day of the sixth year after the cash changeover year, when income on banknotes is allocated fully in 
proportion to the Eurosystem central bank’s paid-up shares in the ECB’s capital. The interest income 
and expense on these balances is cleared through the accounts of the ECB and is disclosed under 
“Net interest income” in the Profit and Loss Account.

COLLECTOR COINS

The nominal value of collector coins that have been issued is no longer recorded as a liability in the 
Balance Sheet as the probability of the coins being repurchased is very low and their value as pre-
cious metal exceeds their nominal value. Income from the sale of collector coins is recorded in the 
Profit and Loss Account as it is incurred. 

INTERIM PROFIT DISTRIBUTION OF THE ECB

The Governing Council of the ECB has decided that the seigniorage income of the ECB, which arises 
from the 8% share of euro banknotes allocated to the ECB, and the ECB’s income arising from secu-
rities purchased under the Securities Markets Programme (SMP), the third covered bond purchase 
programme (CBPP3), the asset-backed securities purchase programme (ABSPP), the public sector 
purchase programme (PSPP) and the pandemic emergency purchase programme (PEPP) shall be 
due in full to the Eurosystem central banks in the same financial year it accrues. Unless otherwise 
decided by the Governing Council, the European Central Bank distributes this income in January of 
the following year in the form of an interim distribution of profit23. It is distributed in full, unless the 
European Central Bank’s net profit for the year is less than its income earned. The distributed profit 
may be reduced if the Governing Council decides to make transfers to the provision for financial risks. 
The Governing Council may also decide to charge costs incurred by the European Central Bank in 
connection with the issue and handling of euro banknotes against income earned on euro banknotes 
in circulation.

The amount distributed to the Eurosystem central banks is disclosed in the Profit and Loss Account 
under “Income from equity shares and participating interests”.

INTRA-EUROSYSTEM BALANCES

Intra-Eurosystem claims arising from Eesti Pank’s participating interest in the ECB are reported 
under “Participating interest in the European Central Bank”. Intra-Eurosystem claims arising from 
Eesti Pank’s participating interest in the ECB are reported under “Participating interest in the  

20 Decision of the ECB of 3 November 2016 on the allocation of monetary income of the national central banks of Member 
States whose currency is the euro (recast) (ECB/2016/36), OJ L 347, 20.12.2016, p 26.

21 The year of changeover to the euro is the year when euro banknotes become the legal tender of a Member State.

22 The period is 24 months long and starts 30 months before the day that the euro banknotes become the legal tender of the 
country in question. For Eesti Pank the period was from July 2008 to June 2010.

23 Decision of the ECB of 15 December 2014 on the interim distribution of the income of the European Central Bank (recast) 
(ECB/2014/57) (OJ L 53, 25.2.2015, p 24).
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European Central Bank”. This item covers the paid-up share of national central banks in the sub-
scribed capital of the ECB, any net amounts paid by the national central banks because of an increase 
in their share in the equity capital of the ECB24 resulting from all previous adjustments of the capital 
key, and contributions under article 48.2 of the statutes of the ESCB in relation to the central banks 
of member states whose derogations have been abrogated.

Intra-Eurosystem balances arising from the transfer of foreign reserve assets to the ECB by NCBs 
joining the Eurosystem are denominated in euros and reported under “Claims equivalent to the trans-
fer of foreign reserves”.

Intra-Eurosystem balances arising from the allocation of euro banknotes within the Eurosystem are 
included as a net single asset or liability under “Net claims/liabilities related to the allocation of euro 
banknotes within the Eurosystem” (see “Banknotes in circulation” in the notes on accounting policies).

Intra-Eurosystem balances result primarily from cross-border payments in the European Union 
which are settled in central bank money in euros. These transactions are for the most part initiated 
by private entities, meaning credit institutions, corporations and individuals. These transactions are 
settled in TARGET225 and give rise to bilateral balances in the TARGET2 accounts of EU central 
banks. These bilateral balances are netted out and then assigned to the ECB on a daily basis, leaving 
each national central bank with a net bilateral position towards the ECB. Intra-Eurosystem balances 
of euro area NCBs towards the ECB arising from TARGET2, and other intra-Eurosystem balances 
denominated in euros such as interim profit distributions to NCBs or monetary income results are 
presented in the Balance Sheet as a single net asset or liability position and disclosed under “Other 
claims within the Eurosystem (net)” or “Other liabilities within the Eurosystem (net)”.

24 The total value of equity capital covers all the reserves of the European Central Bank, revaluation accounts and a provision 
equivalent to reserves, minus any loss carried forward from previous periods. If the capital key is adjusted during the financial 
year, the value of equity capital also includes the accumulated net profit or net loss of the European Central Bank at the date 
of the adjustment.

25 The Trans-European Automated Real-time Gross Settlement Express Transfer system 
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NOTES ON THE BALANCE SHEET
ITEM 1 – GOLD AND GOLD RECEIVABLES

The value of Eesti Pank’s gold reserves is as follows:

 31.12.2020 31.12.2019

Gold (ounces) 8250.171 8250.171

Ounce market value (EUR) 1543.884 1354.104

Revaluation (thousand EUR) 5 550 3 984

Market value (thousand EUR) 12 737 11 172

ITEM 2 – RECEIVABLES FROM THE IMF

Receivables from the IMF are the SDR account in the IMF and the reserve position in the IMF

 thousand euros

 31.12.2020 31.12.2019

SDR account in the IMF 29 017 30 364

Reserve position in the IMF 64 502 52 535

  Participation in the IMF 288 098 300 976

  IMF No.1 account -223 596 -248 441

Total 93 519 82 899

The SDR account in the IMF

An SDR account is generated for each IMF Member State for conducting loan transactions and 
various other related operations. The SDR account is used to record the SDRs distributed to support 
the foreign reserves of IMF Member States and to increase global liquidity (see Item 24 “Counterpart 
of the Special Drawing Rights Allocated by the IMF”).

Reserve position in the IMF

Eesti Pank represents the Republic of Estonia in the IMF. A quota has been established for each IMF 
member determining its participation (subscription) and voting power in the IMF. Participation in the 
IMF is recorded under assets on the Balance Sheet and is equal to the country’s quota.

At the end of 2020 the quota of the Republic of Estonia was 243.6 million SDRs.

The reserve position in the IMF comprises the net amount of the quota and the IMF No.1 account. 
The size of the reserve position is affected by the participation of the Republic of Estonia in the IMF’s 
Financial Transactions Plan (FTP). The increase in the reserve position in 2020 was due to payments 
in to the FTP of SDR 12.2 million; no loan payments were made under the FTP in 2019. Estonia has 
participated in the IMF’s FTP since 2012.

ITEM 3 – BALANCES WITH BANKS, SECURITY INVESTMENTS  
AND OTHER EXTERNAL ASSETS

Item 3 reflects bank balances in foreign currency with credit institutions outside the euro area; equity 
funds, reverse repurchase agreements and term deposits denominated in US dollars; and security 
investments denominated in United States, Canadian and Australian dollars, Japanese yen and Brit-
ish pounds of non-euro area residents. Eesti Pank’s foreign reserves were invested mainly in US gov-
ernment bonds and government-guaranteed mortgage-backed securities funds, and government 
bonds of Australia, Canada, Japan and the United Kingdom. The fair value of investments is based 
on the prices quoted in active markets.
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 thousand euros

 31.12.2020 31.12.2019

Securities 1 214 615 936 382

Equity funds 135 335 100 846

Securities funds 94 696 97 897

Fixed-term deposits 21 107 980

Current accounts 408 525

Reverse repurchase transactions 0 9 310

Total 1 466 161 1 145 940

 thousand euros

 31.12.2020 31.12.2019

USD 779 791 750 420

CAD 268 574 212 921

AUD 253 593 182 513

GBP 160 983 4

JPY 3 203 47

NZD 8 -2

SEK 6 -13

CHF 2 3

NOK 1 14

CNH 0 32

DKK 0 1

Total 1 466 161 1 145 940

ITEM 4 – CLAIMS ON EURO AREA RESIDENTS DENOMINATED IN FOREIGN 
CURRENCY

Item 4 reflects bank balances in foreign currency with credit institutions in the euro area and invest-
ments in securities denominated in US dollars of euro area residents.

 thousand euros

 31.12.2020 31.12.2019

Securities 42 706 30 040

Current accounts 6 195 5 574

Total 48 901 35 614

 thousand euros

 31.12.2020 31.12.2019

USD 47 893 34 111

CAD 374 318

AUD 268 478

SEK 185 180

GBP 151 425

JPY 21 94

CHF 9 8

Total 48 901 35 614

ITEM 5 – CLAIMS ON NON-EURO AREA RESIDENTS DENOMINATED IN EUROS

Item 5 reflects investments denominated in euros by non-euro area residents in securities, reverse 
repurchase transactions and bank balances in euros in credit institutions outside the euro area.
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 thousand euros

 31.12.2020 31.12.2019

Securities 0 18 234

Reverse repurchase transactions 0 14 852

Current accounts 0 244

Total 0 33 330

ITEM 6 – LENDING TO EURO AREA CREDIT INSTITUTIONS RELATED TO 
MONETARY POLICY OPERATIONS DENOMINATED IN EUROS

The total Eurosystem holding of monetary policy assets amounts to EUR 1,793,194 million, of which 
Eesti Pank holds EUR 1882 million (EUR 23 million in 2019) of long-term refinancing transactions. 
Under Article 32.4 of the Statute of the ESCB, any losses from monetary policy operations, if they 
were to materialise, are shared in full by the Eurosystem central banks in proportion to the prevailing 
ECB capital key shares. Eesti Pank’s share in the capital key is 0.2817%.

Losses can only materialise if the counterparty fails and the recovery of funds received from the resolu-
tion of the collateral provided by the counterparty is not sufficient. Risk sharing has been excluded by the 
Governing Council of the ECB for specific collateral that can be accepted by NCBs at their own discretion.

In 2019 the Governing Council of the ECB introduced a new series of seven quarterly targeted lon-
ger-term refinancing operations (TLTRO-III). These operations have a three-year maturity, and may 
be repaid after two years, and from September 2021 it will be possible to make the repayment one 
year after the settlement of each operation. In accordance with the Governing Council decisions, the 
final interest rate applicable to each TLTRO-III operation may be as low as the average interest rate 
on the deposit facility prevailing over the life of the operation. The Governing Council also decided in 
202026 in response to the Covid-19 shock to apply a special interest rate period from 24 June 2020 to 
23 June 2022, when the applicable interest rate can be as low as 50 basis points below the average 
interest rate on the deposit facility prevailing over the same period, but in any case not below -1%. 
As the actual interest rates only become known at the maturity of each operation and cannot be reli-
ably estimated until then, the deposit facility rate minus 50 basis points with a ceiling of -1% is used 
for calculating the TLTRO III operations rate during the special interest rate period, and the deposit 
facility rate is used for calculating the TLTRO III interest over the rest of the life of the operation. The 
interest rate on the deposit facility in 2020 was -0.5%.

ITEM 7 – OTHER CLAIMS ON EURO AREA CREDIT  
INSTITUTIONS DENOMINATED IN EUROS

Item 7 reflects bank balances in euros at euro area credit institutions.

ITEM 8 – SECURITIES HELD FOR MONETARY POLICY PURPOSES

Item 8 reflects securities acquired by Eesti Pank within the scope of the second covered bonds 
purchase programme (CBPP2), the third covered bond purchase programme (CBPP3), the Securities 
Markets Programme (SMP), the public sector purchase programme (PSPP), and the new pandemic 
emergency purchase programme (PEPP). 

Start date End date Decision Universe of eligible securities1

Completed / Terminated programmes

First covered bond pur-
chase programme July 2009 June 2010 ECB/2009/16 Covered bonds of euro area resi-

dents

Second covered bond 
purchase programme November 2011 October 2012 ECB/2011/17 Covered bonds of euro area resi-

dents

Securities Markets Pro-
gramme May 2010 September 

2012 ECB/2010/5 Private and public debt securities 
issued in the euro area

Asset purchase programme

Third covered bond pur-
chase programme October 2014 active ECB/2020/8 

(recast)
Covered bonds of euro area resi-
dents

26 On 30.04.2020 the decided that the period of extraordinary interest rates would run from 24 June 2020 to 23 June 2021. 
On 10 December 2020 the Governing Council of the ECB decided to extend the period by 12 months to 23 June 2022.
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Start date End date Decision Universe of eligible securities1

Asset-backed securities 
purchase programme November 2014 active ECB/2014/45, 

as amended

Senior and guaranteed mezzanine 
tranches of asset-backed securities 
of euro area residents

Public sector purchase 
programme March 2015 active ECB/2020/9 

(recast)

Bonds issued by euro area central, 
regional or local government or 
recognised agencies and those 
issued by international organisations 
and multilateral development banks 
in the euro area

Corporate sector purchase 
programme June 2016 active ECB/2016/16, 

as amended

Bonds and commercial paper issued 
by non-bank corporations establis-
hed in the euro area

Pandemic emergency purchase programme

Pandemic emergency 
purchase programme March 2020 active ECB/2020/17 All asset categories eligible under 

the APP2

1) Further eligibility criteria for the specific programmes can be found in the Governing Council’s decisions.
2) A waiver of the eligibility requirements was granted for securities issued by the Greek Government.

The Eurosystem continued its net purchases averaging EUR 20 billion a month under the asset 
purchase programme27 in 2020. A temporary envelope of additional net purchases of EUR 120 billion 
was added in March 2020 until the end of the year. The Governing Council expects that the net asset 
purchases will be made for as long as it is necessary to support the impact of base interest rates. The 
purchases will be terminated immediately before the Governing Council starts to raise base interest 
rates. The Governing Council intends to continue reinvesting for an extended period of time past the 
date when it starts raising the key interest rates, and in any case for as long as necessary to maintain 
favourable liquidity conditions and an ample degree of monetary accommodation.

The Eurosystem additionally launched a temporary pandemic emergency purchase programme 
(PEPP)28, in March 2020, with an envelope of EUR 750 billion, to ease the overall monetary policy stance 
and to counter the severe risks to the monetary policy transmission mechanism and the outlook for the 
euro area posed by the coronavirus pandemic. Purchases include all the asset categories eligible under 
the APP and were initially foreseen until the end of 2020. The Governing Council increased the envelope 
for the PEPP by EUR 600 billion in June 2020 and by an additional EUR 500 billion in December 2020, 
bringing it to a total of EUR 1,850 billion. The horizon for net purchases was also extended to at least the 
end of March 2022 and in any case until the Governing Council judges that the coronavirus crisis phase 
is over. Furthermore, the Governing Council intends to reinvest the principal payments from maturing 
securities purchased under the PEPP until at least the end of 2023. The future roll-off of the PEPP port-
folio will be managed to avoid interference with the appropriate monetary policy stance.

Securities purchased under all the purchase programmes are valued on an amortised cost basis 
subject to impairment (see “Securities” in the notes on accounting policies). The amortised cost and 
market value29 of securities, which are not recorded on the Balance Sheet or Profit and Loss Account 
and are presented only for the purposes of information, are:

 thousand euros

 31.12.2020 31.12.2019

 
Amortised 
acquisition 

cost

Market 
value

Amortised 
acquisition 

cost
Market value

Public sector purchase programme (PSPP) 6 184 748 6 478 005 5 589 017 5 757 697

Pandemic emergency purchase programme (PEPP) 1 483 650 1 498 161 0 0

Third covered bond purchase programme (CBPP3) 114 945 116 155 0 0

Securities markets programme (SMP) 9 985 10 513 24 953 25 916

Second covered bond purchase programme (CBPP2) 6 995 7 282 6 992 7 497

Total 7 800 323 8 110 116 5 620 962 5 791 110

27 The expanded asset purchase programme covers the third covered bond purchase programme (CBPP3), the asset backed 
securities purchase programme (ABSPP), the public sector securities purchase programme (PSPP), and the corporate sector 
purchase programme (CSPP). For more on the APP, see the ECB website https://www.ecb.europa.eu/mopo/implement/omt/
html/index.en.html

28 For more on the PEPP, see the ECB website https://www.ecb.europa.eu/mopo/implement/pepp/html/index.en.htm.

29 Market values are approximate and are derived from quoted market values. If no market quotation is available, the market 
value is calculated using the internal models of the Eurosystem.

https://www.ecb.europa.eu/mopo/implement/omt/html/index.en.html
https://www.ecb.europa.eu/mopo/implement/omt/html/index.en.html
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The total Eurosystem central banks holding of Securities Markets Programme securities amounts 
to EUR 26.3 billion, the holding under the third covered bond purchase programme amounts to EUR 
263.5 billion, the holding of securities of European institutions purchased from the secondary market 
under the public sector purchase programme amounts to EUR 249.3 billion, the holding of securities 
purchased under the corporate sector purchase programme amounts to EUR 250.4 billion, the hold-
ing of covered bonds purchased under the pandemic emergency purchase programme amounts to 
EUR 2.8 billion, the holding of securities of European institutions amounts to EUR 47.8 billion, and 
the holding of corporate sector securities amounts to EUR 43.2 billion. The Governing Council of the 
ECB assesses on a regular basis the financial risks associated with the securities held under these 
programmes. Annual impairment tests are conducted, using the data as at the year end, and the 
results are approved by the Governing Council of the ECB. Indicators of impairment of the assets are 
assessed for each purchase programme separately.

Under Article 32.4 of the Statute of the ESCB, the Eurosystem central banks share any losses that 
materialise from securities held under these programmes in full in proportion to the prevailing ECB 
capital key shares.

No impairment was found in the value of these securities in 2020 and the Governing Council decided 
that all the future cash flows can be expected to materialise.

ITEM 9 – OTHER SECURITIES

Item 9 reflects investments by euro area residents in bonds denominated in euros.

ITEM 10 – PARTICIPATING INTEREST IN THE ECB

Item 10 reflects the participating interest of Eesti Pank in the ECB. Article 28 of the Statute of the 
ESCB states that the national central banks of the ESCB are the sole subscribers of the capital of the 
ECB. Subscriptions depend on the capital key weighting, which is set out in Article 29 of the ESCB 
Statute, and which is adjusted every five years or when the composition of national central banks in 
the ESCB changes.

For Eesti Pank this item reflects the paid-up share in the subscribed capital of the ECB, any net 
amounts paid by Eesti Pank because of an increase in its share in the equity capital of the ECB follow-
ing an adjustment of the capital key, and contributions under article 48.2 of the statutes of the ESCB.

Following the departure of the United Kingdom from the European Union on 31 January 2020 and 
the consequent withdrawal of the Bank of England from the European System of Central Banks, the 
weightings assigned to the remaining national central banks in the key for subscription to the ECB’s 
capital were adjusted with effect from 1 February 2020. As a result, the Eesti Pank share in the key 
for subscription to the subscribed capital of the ECB increased from 0.1968% to 0.2291%.

 
 
 

Capital key weighting 
from  

01.02.2020
%

Subscribed capital from  
31.01.2020

%

Nationale Bank van België / Banque Nationale de Belgique 2.9630 2.5280

Deutsche Bundesbank 21.4394 18.3670

Eesti Pank 0.2291 0.1968

Central Bank of Ireland 1.3772 1.1754

Bank of Greece 2.0117 1.7292

Banco de España 9.6981 8.3391

Banque de France 16.6108 14.2061

Banca d’Italia 13.8165 11.8023

Central Bank of Cyprus 0.1750 0.1503

Latvijas Banka 0.3169 0.2731

Lietuvos Bankas 0.4707 0.4059

Banque centrale du Luxembourg 0.2679 0.2270

Central Bank of Malta 0.0853 0.0732

De Nederlandsche Bank 4.7662 4.0677
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Capital key weighting 
from  

01.02.2020
%

Subscribed capital from  
31.01.2020

%

Oesterreichische Nationalbank 2.3804 2.0325

Banco de Portugal 1.9035 1.6367

Banka Slovenije 0.3916 0.3361

Národná banka Slovenska 0.9314 0.8004

Suomen Pankki – Finlands Bank 1.4939 1.2708

Subtotal – euro area national central banks 81.3286 69.6176

Българска народна банка (Bulgarian National Bank) 0.9832 0.8511

Česká národní banka 1.8794 1.6172

Danmarks Nationalbank 1.7591 1.4986

Hrvatska narodna banka 0.6595 0.5673

Magyar Nemzeti Bank 1.5488 1.3348

Narodowy Bank Polski 6.0335 5.2068

Banca Naţională a României 2.8289 2.4470

Sveriges Riksbank 2.9790 2.5222

Bank of England 0.0000 14.3374

Subtotal – non-euro area national central banks 18.6714 30.3824

Total* 100.0000 100.0000

* Owing to rounding, the total may not correspond to the sum of all figures shown.

The subscribed capital of the ECB remains unchanged at EUR 10,825 million after the withdrawal 
of the Bank of England from the ESCB. The 14.3% share of the Bank of England in the subscribed 
capital of the ECB was reallocated between the central banks of the euro area and the central banks 
of the other non-euro area countries.

The paid-up capital of the ECB also remained unchanged in 2020 at 7659 million, as the central 
banks of the remaining countries had to cover the paid-up capital of EUR 58 million of the Bank of 
England. In consequence Eesti Pank had to pay in EUR 59 thousand to the ECB on 3 February 2020. 
The central banks of the countries in the euro area are required to increase their shares in ECB in 
full by paying in two annual instalments30. This means that Eesti Pank will be required to pay EUR  
1.7 million in 2021 and EUR 1.7 million in 2022.

The subscriptions of the central banks of the European Union to the capital of the ECB are shown 
in the following table.

 

Subscribed 
capital as of

01.02.2020
EUR

Paid-in capi-
tal as of

01.02.2020
EUR

Subscribed 
capital as at

31.01.2020
EUR

Paid-in capi-
tal as at

31.01.2020
EUR

Nationale Bank van België /  
Banque Nationale de Belgique 320 744 959 276 290 917 273 656 179 273 656 179

Deutsche Bundesbank 2 320 816 566 1 999 160 135 1 988 229 048 1 988 229 048

Eesti Pank 24 800 091 21 362 892 21 303 614 21 303 614

Central Bank of Ireland 149 081 997 128 419 794 127 237 133 127 237 133

Bank of Greece 217 766 667 187 585 028 187 186 022 187 186 022

Banco de España 1 049 820 011 904 318 913 902 708 165 902 708 165

Banque de France 1 798 120 274 1 548 907 580 1 537 811 329 1 537 811 329

Banca d’Italia 1 495 637 102 1 288 347 435 1 277 599 809 1 277 599 809

Central Bank of Cyprus 18 943 762 16 318 228 16 269 986 16 269 986

Latvijas Banka 34 304 447 29 549 980 29 563 094 29 563 094

Lietuvos Bankas 50 953 308 43 891 372 43 938 704 43 938 704

Banque centrale du Luxembourg 29 000 194 24 980 876 24 572 766 24 572 766

30 The result is that the paid-in capital of the ECB will increase from EUR 7659 million in 2020 to EUR 8270 million in 2021, 
and EUR 8880 million in 2022.
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Subscribed 
capital as of

01.02.2020
EUR

Paid-in capi-
tal as of

01.02.2020
EUR

Subscribed 
capital as at

31.01.2020
EUR

Paid-in capi-
tal as at

31.01.2020
EUR

Central Bank of Malta 9 233 731 7 953 971 7 923 905 7 923 905

De Nederlandsche Bank 515 941 487 444 433 941 440 328 813 440 328 813

Oesterreichische Nationalbank 257 678 468 221 965 204 220 018 269 220 018 269

Banco de Portugal 206 054 010 177 495 700 177 172 891 177 172 891

Banka Slovenije 42 390 728 36 515 533 36 382 849 36 382 849

Národná banka Slovenska 100 824 116 86 850 273 86 643 357 86 643 357

Suomen Pankki – Finlands Bank 161 714 781 139 301 721 137 564 190 137 564 190

Subtotal – euro area national central banks 8 803 826 700 7 583 649 493 7 536 110 122 7 536 110 122

Българска народна банка  
(Bulgarian National Bank) 106 431 470 3 991 180 92 131 635 3 454 936

Česká národní banka 203 445 183 7 629 194 175 062 014 6 564 826

Danmarks Nationalbank 190 422 699 7 140 851 162 223 556 6 083 383

Hrvatska narodna banka 71 390 922 2 677 160 61 410 265 2 302 885

Magyar Nemzeti Bank 167 657 709 6 287 164 144 492 194 5 418 457

Narodowy Bank Polski 653 126 802 24 492 255 563 636 468 21 136 368

Banca Naţională a României 306 228 625 11 483 573 264 887 923 9 933 297

Sveriges Riksbank 322 476 961 12 092 886 273 028 328 10 238 562

Bank of England 0 0 1 552 024 564 58 200 921

Subtotal – non-euro area national central banks 2 021 180 370 75 794 264 3 288 896 948 123 333 636

Total* 10 825 007 070 7 659 443 757 10 825 007 070 7 659 443 757

* Owing to rounding, the total may not correspond to the sum of all figures shown.

When Estonia joined the euro area, Article 48.2 of the ESCB’s Statute started to apply to Eesti Pank, 
requiring the central bank to pay a part of the reserves, revaluation accounts and risk provisions of 
the ECB in proportion to its share in the subscribed capital of the ECB. Following the adjustment of 
the capital key, Eesti Pank’s share of the ECB reserves, revaluation accounts and risk provisions fell 
by EUR 391 thousand to stand at EUR 70,452 thousand at the end of the year.

ITEM 11 – CLAIMS EQUIVALENT TO THE TRANSFER OF FOREIGN RESERVES

Item 11 reflects claims of Eesti Pank arising from the transfers of foreign reserves assets to the ECB 
when Eesti Pank joined the Eurosystem. These foreign reserves were 85% in Japanese yen and 15% 
in gold. The claims are denominated in euros at a value fixed at the time of their transfer. Article 30.2 
of the Statute of the ESCB states that these amounts are fixed by the weighting of the national central 
banks in the subscribed capital of the ECB. The remuneration of these claims is calculated daily at 
the latest available marginal interest rate used by the Eurosystem in its tenders for its main refinancing 
operations, adjusted to reflect a zero return on the gold component.

Given the increase in the weighting in the ECB’s subscribed capital of the euro area central banks, 
which have transferred their foreign reserve assets to the ECB, following the withdrawal of the Bank 
of England from the ESCB, and the decision by the Governing Council of the ECB to reduce the 
contributions of the central banks of the euro area proportionally so that the total amount of foreign 
reserve assets already transferred remains at the current level, Eesti Pank's claim equivalent to this 
transfer was adjusted. In consequence, Eesti Pank's share of the ECB foreign currency reserves was 
reduced by EUR 400 thousand.

 
 

from 01.02.2020
EUR

as at 31.01.2020
EUR

Nationale Bank van België / Banque Nationale de Belgique 1 469 828 529 1 465 002 366

Deutsche Bundesbank 10 635 248 657 10 643 868 063

Eesti Pank 113 647 559 114 047 653
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from 01.02.2020
EUR

as at 31.01.2020
EUR

Central Bank of Ireland 683 175 110 681 156 559

Bank of Greece 997 925 769 1 002 089 435

Banco de España 4 810 848 485 4 832 595 425

Banque de France 8 239 968 861 8 232 583 116

Banca d’Italia 6 853 825 810 6 839 555 945

Central Bank of Cyprus 86 810 662 87 100 418

Latvijas Banka 157 201 708 158 264 298

Lietuvos Bankas 233 495 879 235 223 283

Banque centrale du Luxembourg 132 894 723 131 548 868

Central Bank of Malta 42 313 997 42 420 163

De Nederlandsche Bank 2 364 325 594 2 357 274 575

Oesterreichische Nationalbank 1 180 823 433 1 177 854 948

Banco de Portugal 944 251 976 948 484 720

Banka Slovenije 194 257 459 194 773 455

Národná banka Slovenska 462 031 148 463 840 148

Suomen Pankki – Finlands Bank 741 065 420 736 441 854

Total* 40 343 940 779 40 344 125 295

Owing to rounding, the total may not correspond to the sum of all figures shown.

ITEM 12 – NET CLAIMS RELATED TO THE ALLOCATION OF EURO BANKNOTES 
WITHIN THE EUROSYSTEM

Item 12 reflects Eesti Pank’s claims towards the Eurosystem relating to the allocation of euro 
banknotes within the Eurosystem (see “Banknotes in circulation” and “Intra-Eurosystem balances” in 
the notes on accounting policies)31. The remuneration of these claims is calculated daily at the latest 
available marginal interest rate used by the Eurosystem in its tenders for main refinancing operations.

ITEM 13 – OTHER CLAIMS WITHIN THE EUROSYSTEM (NET)

Item 13 reflects net claims arising from the TARGET2 balance, the amount due to the difference 
arising from the monetary income pooled from and allocated to the Eurosystem central banks, and 
the amount due to the ECB’s interim profit distribution.

 thousand euros

 31.12.2020 31.12.2019

Interim profit distribution of the ECB 3 550 4 045

Monetary income reallocation 0 1 576

TARGET2 0 622 182

Total 3 550 627 803

As at 31 December 2019 the item reflected net claims on the Eurosystem that arose from transfers 
made through the TARGET2 payment system by the central banks of other euro area countries. At 
the end of 2020 the result of those transfers was a net liability, which is recorded under item 25 “Other 
liabilities within the Eurosystem (net)”.

The remuneration of the TARGET2 balance is calculated daily at the latest available marginal interest 
rate used by the Eurosystem in its tenders for main refinancing operations.

31 In accordance with the accounting methods chosen by the Eurosystem for euro banknotes, 8% of the total value of euro 
banknotes in circulation is allocated to the ECB on a monthly basis. The remaining 92% of the value of the euro banknotes in 
circulation is allocated to the national central banks on a monthly basis, and the NCBs reflect their percentages of the euro 
banknotes in their balance sheets in proportion to their paid-up contributions to the ECB capital. In accordance with these 
accounting methods, the difference between the value of euro banknotes allocated to a national central bank and the amount 
of euro banknotes put into circulation is recorded under “Intra-Eurosystem net claims/liabilities related to the allocation of euro 
banknotes within the Eurosystem”.



EESTI PANK ANNUAL REPORT 2020

94

The claims on the ECB recorded under the item as at 31 December 2019 in connection with the 
reallocation of monetary income come from the difference between the amounts collected and allo-
cated by the Eurosystem NCBs (see item 35 of the Profit and Loss account, “Net result of pooling of 
monetary income”). The result of reallocating monetary income in 2020 was a net liability, which is 
recorded under item 25 “Other liabilities within the Eurosystem (net)”.

This item also covers amounts payable by the ECB to euro area central banks in the ECB’s interim 
profit distribution (see “Interim profit distribution of the ECB” in the notes on accounting policies). At 
the decision of the Governing Council of the ECB, the ECB distributed its income of EUR 1260 million 
in 2020 between the national central banks of the euro area (see Item 34 “Income from equity shares 
and participating interests”).

ITEM 14 – TANGIBLE AND INTANGIBLE FIXED ASSETS

thousand euros

Acquisition cost Buildings Hardware Software Other fixed 
assets

Motor 
vehicles Total

Balance at the end of 2019 28 256 4 158 5 496 6 420 31 44 361

Acquisitions 135 345 112 277 0 869

Disposals -8 -428 -158 -865 0 -1 459

Balance at the end of 2020 28 383 4 075 5 450 5 832 31 43 771

       

Accumulated depreciation       

Balance at the end of 2019 16 572 2 940 3 685 5 639 31 28 867

Depreciation charge 932 435 287 220 0 1 874

Disposals -5 -428 -158 -865 0 -1 456

Balance at the end of 2020 17 499 2 947 3 814 4 994 31 29 285

       

Carrying amount       

Balance at the end of 2019 11 684 1 218 1 811 781 0 15 494

Balance at the end of 2020 10 884 1 128 1 636 838 0 14 486

       

Prepayments for fixed assets       

Balance at the end of 2019 9 0 208 0 0 217

Balance at the end of 2020 7 0 340 103 0 450

       

Total fixed assets       

Balance at the end of 2019 11 693 1 218 2 019 781 0 15 711

Balance at the end of 2020 10 891 1 128 1 976 941 0 14 936

The cost of fixed assets acquired in 2020 was EUR 870 thousand; in 2019 it was EUR 1,108 thou-
sand. The largest share of the spending on procurements for buildings was spent on the renovation 
of buildings. Ventilation systems were upgraded and the exterior perimeter was made more secure. 
Hardware procurement was related to the acquisition of information technology equipment. The 
largest software procurements were for the data collection portal and development of information 
security software. The major part of inventory acquisition was for renewal of licences for banknote 
sorters and the replacement of the audiovisual systems of the bank.

ITEM 15 – OTHER FINANCIAL ASSETS

Item 15 reflects the shares in the Bank for International Settlements and SWIFT.

Eesti Pank holds 214  shares (200  voting shares) in the Bank for International Settlements at an 
acquisition cost of EUR 217,118, and 5 shares in SWIFT at an acquisition cost of EUR 17,150.
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ITEM 16 – OFF-BALANCE-SHEET INSTRUMENTS REVALUATION DIFFERENCES

Item 16 reflects valuation changes in swap and forward transactions in foreign currency outstanding 
at year-end. These valuation changes are the result of the conversion of such transactions into their 
euro equivalents at the exchange rates prevailing on the balance sheet date, compared with the euro 
values resulting from the conversion of the transactions at the average cost of the respective foreign 
currency on that date.

ITEM 17 – ACCRUALS AND PREPAID EXPENSES

Item 17 records interest from financial instruments using the accrual principle, and various prepay-
ments for services. It also records a claim on Finantsinspektsioon in relation to services provided by 
Eesti Pank and acquisition of current assets.

thousand euros

 31.12.2020 31.12.2019

Interest claims 49 807 57 684

  Securities 44 493 43 340

  Derivative instruments 4 569 13 951

  Monetary policy operations 530 187

  Fixed-term deposits and current accounts 214 197

  Loans 1 1

  Reverse repurchase transactions 0 8

Claims on Finantsinspektsioon 1 296 1 098

Prepaid expenses 1 055 976

Other claims 168 186

Total 52 326 59 944

ITEM 18 – SUNDRY ASSETS

thousand euros

 31.12.2020 31.12.2019

Foreign exchange transactions 18 538 9 057

Credits related to margin calls 4 985 98

Loans to employees of Eesti Pank 3 343 3 808

Derivative instruments 20 7

Correction to the profit distribution of 2018 0 3 176

Forward transactions in foreign currency 0 154

Other 67 61

Total 26 953 16 361

Housing loans secured by real estate have been granted to employees of Eesti Pank for a maximum 
of 30 years. The interest rate on housing loans granted before 2012 is the deposit facility interest pay-
able to credit institutions plus the risk margin but together not more than the upper limit of the interest 
rate. The deposit facility rate equals the ECB deposit interest rate, which was -0.5% in 2020; in 2019 
it was -0.4% to -0.5%. The upper limit on the interest rate is twice the interest rate on the European 
Central Bank’s main refinancing operations. The interest rate on housing loans granted since 2012 is 
the six-month EURIBOR plus 0.5% but no more than the upper limit on the interest rate. The interest 
rate on housing loans granted since June 2014 is the six-month EURIBOR plus 1.25%. In addition, 
study loans have been granted to employees for a maximum of ten years with an interest rate of 5%. 
From 1 July 2015, Eesti Pank ceased providing loans to employees.

The item reflects balances related to currency exchange transactions and forward transactions in 
foreign currency outstanding at year-end. These balances arise from the conversion of such transac-
tions into their euro equivalents at the respective currency’s average cost on the balance sheet date, 
compared with the euro values at which the transactions were initially recorded.
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In 2019 the item reflected corrected amounts for foreign exchange transactions in 2018. The uncor-
rected pwrofit in the annual report for 2018 was distributed in full between the Eesti Pank reserves 
and the state budget, and the correction of an error in the financial data for 2018 meant there was an 
uncovered loss in 2018. Under the legislative framework of financial reporting and accounting for the 
European System of Central Banks, losses from previous years are recorded before they are covered 
under “Sundry assets”. Following the correction, the profit distribution for 2019 was adjusted by the 
amount corrected for 2018.

ITEM 19 – BANKNOTES IN CIRCULATION

Item 19 reflects Eesti Pank’s share of the total euro banknotes in circulation (see “Banknotes in circu-
lation” in the notes on accounting policies). The value of euro banknotes actually issued by Eesti Pank 
is smaller than the allocation of such banknotes to Eesti Pank. The claim arising from this difference 
is reflected in Item 12 “Net claims related to the allocation of euro banknotes within the Eurosystem”.

 thousand euros

 31.12.2020 31.12.2019

Euro banknotes 2 330 565 1 952 454

Adjustments of euro banknotes 1 708 099 1 701 028

ECB banknotes (8%) -323 278 -292 353

Total 3 715 386 3 361 129

ITEM 20 – CURRENT ACCOUNTS (INCLUDING COVER FOR  
THE MINIMUM RESERVE SYSTEM)

Item 20 reflects the current accounts of credit institutions with Eesti Pank. The remuneration paid 
on the balance on the current accounts of credit institutions, held to cover the minimum reserve, 
is calculated at the latest available marginal interest rate used by the Eurosystem in its tenders for 
main refinancing operations. The balances held in excess of the minimum reserve requirements 
are remunerated at the lower rate of either 0% or the deposit facility rate. From 30 October 2019, 
the Governing Council of the ECB introduced a two-tier system for reserve remuneration, so that 
part of the excess liquidity holdings would be exempt from the negative remuneration at the rate 
applicable on the deposit facility. This part is remunerated at the annual rate of 0%. The volume of 
reserve holdings in excess of the minimum reserve requirements, which were exempt at year-end 
from the deposit facility rate as the exempt tier, was determined as a multiple of six on an institution’s 
minimum reserve requirement32. The non-exempt tier of the excess liquidity holdings continues to 
be remunerated at the lower of either 0% or the deposit facility rate. The deposit facility rate equals 
the ECB deposit interest rate, which was -0.5% in 2020; in 2019 it was -0.4% to -0.5%. The average 
balance on the current accounts of credit institutions was EUR 5,704,645,245 in 2020 and it was EUR 
4,552,226,653 in 2019.

 ITEM 21 – LIABILITIES TO OTHER EURO AREA RESIDENTS DENOMINATED IN 
EUROS

Item 21 reflects mainly the current accounts of Finantsinspektsioon and the Guarantee Fund held 
with Eesti Pank. Interest on the current account of Finantsinspektsioon is calculated monthly from 
the daily balance of the current account using the EONIA (euro overnight index average) interest rate, 
and the interest rate on the Guarantee Fund account is the deposit facility rate.

ITEM 22 – LIABILITIES TO NON-EURO AREA RESIDENTS DENOMINATED IN EUROS

Item 22 reflects the euro deposits of non-euro area residents and repo transactions with non-euro 
area residents.

ITEM 23 – LIABILITIES TO NON-EURO AREA RESIDENTS DENOMINATED IN 
FOREIGN CURRENCY

Item 23 reflects the US dollar denominated repo transactions with non-euro area residents.

32 The Governing Council of the ECB may over time adjust this multiplier following changes in the level of excess liquidity held.
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ITEM 24 – COUNTERPART OF THE SPECIAL DRAWING  
RIGHTS ALLOCATED BY THE IMF

Item 24 reflects the liability to the IMF arising from the IMF’s decision of 7 August 2009 to increase 
the SDR issues for all of its member states. This was done in order to increase global liquidity 
using support from the foreign reserves of the member states. As a result, Estonia received SDR 
61,965,241 (see Item 2 “Receivables from the IMF”).

ITEM 25 – OTHER LIABILITIES WITHIN THE EUROSYSTEM (NET)

Item 25 reflects net liabilities arising from the TARGET2 balance, and the liability due to the difference 
arising from the monetary income pooled from and allocated to the Eurosystem central banks.

 thousand euros

 31.12.2020 31.12.2019

TARGET2 1 006 172 0

Monetary income reallocation 10 194 0

Total 1 016 365 0

As at 31 December 2020 the item reflects a net liability to the Eurosystem that arose from transfers 
made through the TARGET2 payment system by the central banks of other euro area countries. At 
the end of 2019 the result of those transfers was a net claim, which is recorded under item 13 “Other 
claims within the Eurosystem (net)”.

The net liability to the ECB in connection with the reallocation of monetary income comes from the 
difference between the amounts collected and allocated by the Eurosystem NCBs (see item 35 of 
the Profit and Loss account, “Net result of pooling of monetary income”). The result of reallocating 
monetary income in 2019 was a net claim, which is recorded under item 13 “Other claims within the 
Eurosystem (net)”.

ITEM 26 – ACCRUALS AND DEFERRED INCOME

 thousand euros

 31.12.2020 31.12.2019

Interest liabilities 15 019 15 932

  Monetary policy operations 9 446 4

  Derivative instruments 5 560 15 819

  SDR allocation 13 99

  Repurchase transactions 0 10

Accounts payable 1 624 853

Tax liabilities 1 297 1 206

Employee salaries payable 851 785

Vacation reserve 626 508

Other liabilities 120 357

Total 19 537 19 641

Item 26 reflects accrued interest on financial instruments and liabilities that were expected but 
unpaid on the balance sheet date, most of which are unpaid bills for services provided to Eesti Pank 
and tax liabilities.

ITEM 27 – SUNDRY LIABILITIES

 thousand euros

 31.12.2020 31.12.2019

Euro coins 66 785 60 915

Credits related to margin calls 293 0

Forward transactions in foreign currency 122 0

Derivative instruments 0 16
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 thousand euros

 31.12.2020 31.12.2019

Other liabilities 15 32

Total 67 215 60 963

Item 27 mainly reflects euro coins issued.

ITEM 28 – PROVISIONS

 thousand euros

 31.12.2020 31.12.2019

Provision for financial risks 92 600 81 600

Exchange liability for Estonian kroons 28 141 28 343

Write-downs of securities held for monetary policy purposes 0 245

Total 120 741 110 188

Item 28 reflects the risk provision for financial risks, the provision to cover the exchange liability for 
the kroon, and the provision for the impairment of a corporate sector security.

The aim of risk provision is to cover the financial risks of monetary policy operations and investment 
assets with a provision. The increase in the risk provision stems from various risk assessments using 
Value at Risk and Expected Shortfall. In deciding the size of the provision, the amounts set aside 
for it in the past five years, which average 11.1 million euros, and the size of the bank’s reserves are 
considered as well as the risk assessments. There was an additional provision of EUR 11 million on 
31 December 2020 (EUR 9.8 million in 2017), and the total general risk provision increased to EUR 
92.6 million. The increase in risk was mainly due to the continued purchase of securities under the 
asset purchase programmes33 and the new securities purchases under the emergency purchase 
programme. Under Article 32.4 of the Statute of the ESCB, the Eurosystem central banks share any 
losses that materialise from securities other than government bonds held under the Securities Mar-
ket Programme, the expanded Asset Purchase Programme and the pandemic emergency purchase 
programme in full in proportion to the prevailing ECB capital key shares.

A provision of EUR 29.6 million was set up in 2016 to cover the liability for exchanging kroons 
for euros, which covered 66% of the amount of the liability. Statistics from other central banks on 
the coverage of earlier exchange liabilities were used in deciding the size of the provision. Future 
exchanges of kroons for euros will be funded from the provision. The provision was reduced in 2020 
by EUR 202.1 thousand through the return of kroons; in 2019 it was reduced by EUR 387.8 thousand. 
Estonian kroon banknotes and coins can be exchanged for euros at the shop of the Eesti Pank 
Museum with no limit of amount or duration at the rate of 1 EUR = 15.6466 EEK. The Executive Board 
assesses the size of the provision for the exchange liability every year, considering how much has 
been brought back in kroons for exchange during the year.

In line with the decision of the Governing Council of the ECB and under Article 32.4 of the statute of 
the ESCB the provision to cover credit risks in monetary policy operations is allocated between the 
central banks of participating member states in proportion to their subscribed capital key shares in 
the ECB prevailing in the year when the initial impairment occurred. Taking into account the provi-
sions of all the central banks in the ESCB established in 2018 and adjusted in 2019 for credit risks 
related to monetary policy operations, EUR 64 million was used to cover a loss in 2020 realised on 
the sale of the securities purchased and impaired by a Eurosystem central bank under the corporate 
sector purchase programme. Of this amount, EUR 174,208 was covered by the provision established 
by Eesti Pank in 2019. The residual amounts of the provisions established by the national central 
banks of the ESCB after the realised losses were covered gave a cumulative unused balance of EUR 

33 The expanded asset purchase programme covers the third covered bond purchase programme (CBPP3), the asset backed 
securities purchase programme (ABSPP), the public sector securities purchase programme (PSPP), and the corporate sector 
purchase programme (CSPP). For more on the asset purchase programmes, see the ECB website https://www.ecb.europa.
eu/mopo/implement/omt/html/index.en.html



99

26 million, which is reflected in the profit and loss accounts of the national central banks in proportion 
to their shares in the subscribed capital in the ECB in 2018, which was the year of the impairment. 
For Eesti Pank this amount was EUR 70,624, which is recorded under item 35 “Net result of pooling 
of monetary income”.

No credit risk arising from monetary policy operations was identified in 2020 and the Governing 
Council of the ECB decided not to set a provision.

ITEM 29 – REVALUATION ACCOUNTS

 thousand euros

 31.12.2020 31.12.2019

Equity funds 30 167 19 275

Securities 23 593 7 965

Gold 5 550 3 984

Securities funds 4 129 3 093

Foreign currency 19 154

Derivative instruments 10 344

Total 63 468 34 815

Revaluation accounts represent revaluation reserves that arise from unrealised gains on assets and 
liabilities.

The unrealised losses at the end of the year are recognised in the Profit and Loss Account as 
expenses under “Write-downs”.

ITEM 30 – CAPITAL AND RESERVES

Changes in capital and reserves in 2020:

  thousand euros

 31.12.2020 Distribution of profit for 2019 31.12.2019

Fixed capital 100 000 0 100 000

Reserve capital 166 108 6 294 159 814

Special purpose reserve 214 314 0 214 314

Total 480 422 6 294 474 128

Under Section 30 of the Eesti Pank Act, at least 25% of the annual profit must be allocated to increas-
ing statutory capital up to the amount set by the Riigikogu34. The amount set by the Riigikogu in the 
statutory capital is given in the Eesti Pank Act as EUR 100 million35. At the decision of the Supervisory 
Board of Eesti Pank, Eesti Pank directs at least 25% of its annual profits to building up its reserve cap-
ital36. Following the decision of the Eesti Pank Supervisory Board of 28 April 2015 on the distribution 
of Eesti Pank’s profits for 2014, Eesti Pank’s reserve capital was equal to its statutory capital. When 
Eesti Pank’s reserve capital became equal to its statutory capital, the Riigikogu decided on 12 April 
2016 to continue increasing Eesti Pank’s reserve capital to EUR 300 million. After these allocations, 
part of the profit can be allocated for establishing and supplementing endowments and foundations 
for specific purposes, at the decision of the Supervisory Board of Eesti Pank. The remaining profit is 
transferred to the state budget. The bank transferred 75% of its unadjusted profit for 2019, or 18.9 
million euros, to the state budget in 2020, rather than the usual 25%. The extraordinarily large profit 
distribution was made to support the financial position of the state given the negative impact on the 
state budget of the coronavirus crisis.

34 Eesti Pank Act § 30 (2)

35 Eesti Pank Act § 25 (2)

36 Eesti Pank Act § 30 (3)
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NOTES ON THE PROFIT AND LOSS ACCOUNT
ITEM 31 – NET INTEREST INCOME

 thousand euros

 2020 2019

Net interest income 26 849 29 425

   

Interest income 178 013 115 389

Derivative instruments 116 490 62 041

Intra-Eurosystem balances 31 670 30 360

Securities 24 900 18 392

Deposits 2 761 920

Securities funds 1 953 2 828

Reverse repurchase transactions 148 468

Current accounts 68 333

Fixed-term deposits 16 40

Loans to employees of Eesti Pank 7 7

   

Interest expenses -151 164 -85 964

Derivative instruments -127 951 -81 046

Securities -12 704 -3 309

Intra-Eurosystem balances -9 459 -33

Repurchase transactions -829 -735

Current accounts -221 -841

 thousand euros

 2020 2019

Intra-Eurosystem interest income 31 670 30 360

Monetary policy operations 21 198 17 528

Securities held for monetary policy purposes 10 472 12 832

   

Intra-Eurosystem interest expenses -9 459 -33

Monetary policy operations -9 459 -33

ITEM 32 – NET RESULT OF FINANCIAL OPERATIONS,  
WRITE-DOWNS AND RISK PROVISIONS

 thousand euros

 2020 2019

Net result of financial operations, write-downs and risk provisions -3 798 7 371

   

Realised gain arising from financial operations 21 774 19 928

Securities 22 037 11 863

Equity funds 2 370 2 592

Securities funds 173 204

Financial asset management costs -88 -129

Derivative instruments -603 907

Exchange rate income/expenses -2 115 4 491

   

Write-downs on financial assets -14 572 -2 757
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 thousand euros

 2020 2019

Unrealised losses from exchange rates -14 394 -497

Unrealised losses from securities -145 -2 121

Net change of loan portfolio write-downs -33 0

Unrealised losses from derivative instruments 0 -139

   

Provision for financial risks -11 000 -9 800

ITEM 33 – NET INCOME FROM FEES AND COMMISSIONS

 thousand euros

 2020 2019

Net income from fees and commissions 328 285

   

Fees and commissions income 365 327

  Current accounts service fees 360 326

  Fines, arrears and other 5 1

   

Fees and commissions expenses -37 -42

  Commission fees -35 -41

  Other fees and commissions -2 -1

ITEM 34 – INCOME FROM EQUITY SHARES AND PARTICIPATING INTERESTS

 thousand euros

 2020 2019

Income from equity shares and participating interests 8 478 8 295

Interim profit distribution of the ECB 3 550 4 045

Partial allocation of ECB profit 2 642 1 052

Dividends from investments 2 178 2 644

Dividends from participation in the IMF 108 490

Dividends from the Bank for International Settlements 0 64

The item mainly shows the profit distributed to Eesti Pank by the European Central Bank earned on 
securities purchased under the Securities Markets Programme, the third covered bond purchase 
programme, the asset-backed securities purchase programme, the public sector purchase pro-
gramme, and the pandemic emergency purchase programme (see “Interim profit distribution of the 
ECB” in the notes on accounting policies).

ITEM 35 – NET RESULT OF POOLING OF MONETARY INCOME

 thousand euros

 2020 2019

Net result of pooling of monetary income -9 949 1 772

Monetary income reallocation -10 025 1 620

  Monetary income pooled by Eesti Pank -22 211 -30 326

  Monetary income allocated to Eesti Pank 12 186 31 946

Adjustment for the monetary income of previous years -169 -44

Write-downs of securities held for monetary policy purposes 245 196

The net result of pooling of monetary income from the Eurosystem central banks in 2020 totalled 
EUR 4,323.3 million, which includes the share of Eesti Pank. The monetary income pooled by the 
Eurosystem is allocated between the Eurosystem central banks in line with their subscription to the 
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ECB’s capital key. The difference between the monetary income pooled by Eesti Pank of EUR 22.2 
million and that reallocated to Eesti Pank of EUR 12.2 million is the net result EUR 10.0 million in 
monetary income.

The monetary income received by Eesti Pank consists of intra-Eurosystem interest revenues and 
expenses, which are recorded under item 31 “Net interest income”. Eesti Pank receives monetary 
income in proportion to its paid up share of the ECB capital key. Eesti Pank’s participation in the 
ECB’s paid up capital is 0.2817%.

The item also covers Eesti Pank’s share of the realised loss caused by the sale of the securities held 
by a national central bank of the Eurosystem in its portfolio under the corporate sector purchase 
programme and the release of the provision established in 2019 against losses in the monetary policy 
operations portfolio (see Item 28 “Provisions”).

The amount of each national central bank’s monetary income is determined by measuring the actual 
annual income that derives from the earmarkable assets held against its liability base.

Earmarkable assets are: lending to euro area credit institutions related to monetary policy operations 
denominated in euros; securities held for monetary policy purposes; claims equivalent to the transfer 
of foreign reserve assets to the ECB; net intra-Eurosystem claims resulting from TARGET2 transac-
tions; net intra-Eurosystem claims related to the allocation of euro banknotes within the Eurosystem; 
interest claims accrued recorded at the end of the month on monetary policy transactions with a 
maturity of over one year; and a limited amount of each national central bank’s gold holdings in pro-
portion to each national central bank’s capital key share.

The liability base consists mainly of: banknotes in circulation; liabilities to euro area credit institu-
tions related to monetary policy operations denominated in euros; net intra-Eurosystem liabilities 
resulting from TARGET2 transactions; net intra-Eurosystem liabilities related to the allocation of euro 
banknotes within the Eurosystem; and interest liabilities accrued recorded at the end of the month on 
monetary policy operations with a maturity of over one year. Any interest paid on liabilities included 
within the liability base is to be deducted from the monetary income to be pooled.

Gold is considered to generate no income. Securities held for monetary policy purposes under Deci-
sion ECB/2009/16 of 2 July 2009 on the implementation of the covered bond purchase programme, 
Decision ECB/2011/17 of 3 November 2011 on the implementation of the second covered bond 
purchase programme, and Decision ECB/2015/10 of 4 March 2015 on a secondary markets pub-
lic sector purchase programme are considered to generate income at the latest available marginal 
interest rate used by the Eurosystem in its tenders for main refinancing operations. Where the value 
of an NCB’s earmarkable assets exceeds or falls short of the value of its liability base, the difference 
is offset by applying to the value of the difference the latest available marginal rate for the Eurosys-
tem’s main refinancing operations and the total income or expense for the year is considered in the 
allocation of monetary income.

ITEM 36 – OTHER INCOME AND EXPENSES

 thousand euros

 2020 2019

Other income and expenses 1 311 1 470

   

Other income 1 342 1 470

  Expenses reimbursed by Finantsinspektsioon 824 752

  Income from the sale of collector coins and numismatic products 400 479

  Exchange liability for euro collector coins 61 71

  Income on financial asset management 16 17
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 thousand euros

 2020 2019

  Income from sales of assets 2 102

  Rental income 2 15

  Other income 37 34

   

Other expenses -31 0

Under the cooperation agreement between Finantsinspektsioon and Eesti Pank, Finantsinspekt-
sioon reimburses monthly 100% of the cost of the support services provided by Eesti Pank. Eesti 
Pank provides Finantsinspektsioon with information technology, accounting, real estate, and admin-
istration services. Finantsinspektsioon covers the depreciation costs of the fixed assets used.

Income from asset management includes the service fee paid by the Guarantee Fund to Eesti Pank 
for investing their assets. Income from the rent of the training centre of Eesti Pank is recorded under 
“Rental income”.

Other expenses reflects expenses from previous periods.

ITEM 37 – STAFF COSTS

 thousand euros

 2020 2019

Staff costs -10 550 -10 433

Salaries -7 684 -7 604

Social tax -2 595 -2 569

Compensations and benefits -213 -203

Unemployment insurance tax -58 -57

Compensation and benefits is mainly pension benefits and fringe benefits and various sundry benefits.

On average, there were 221.6 full-time equivalent employees at Eesti Pank in 2020, and 223.9 in 2019.

ITEM 38 – ADMINISTRATIVE EXPENSES

 thousand euros

 2020 2019

Administrative expenses -5 974 -6 231

Information technology maintenance -2 327 -2 012

Financial asset management -1 515 -1 483

Real estate renovation and management -1 128 -985

Public relations and publications -222 -489

Economic research -218 -168

Office -122 -162

Training -95 -180

Business travel -62 -428

Communications and transport -43 -42

Legal expertise and arbitration -7 -7

Other administrative expenses -235 -275
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The general fall in administrative expenses in 2020 came mainly from the fall in spending on business 
travel. This fall was partly offset by increased information technology costs caused by the substantial 
demand for IT services due to remote working because of the Covid-19 pandemic. 

Maintenance costs for information technology cover the costs of maintenance of software and hard-
ware, data communication and consultation for procurements.

The costs of financial asset management comprise the cost of market information, fees and costs 
for cross-border payments, and management costs of foreign reserves.

The costs of public relations and publications cover the costs of public events, publications, informa-
tion agencies, the public website and online databases, public relations research polls, information 
campaigns, and the Museum of Eesti Pank.

Business travel expenses reflect the costs of staff business travel on behalf of Eesti Pank and for 
work with international organisations and financial institutions. The restrictions introduced because 
of the pandemic meant that most work meetings were held online. There were a total of 141 business 
trips in 2020; there were 619 in 2019.

ITEM 39 – BANKNOTE PRODUCTION SERVICES

Eesti Pank participates in the production of euro banknotes together with other central banks of the 
euro area. The Governing Council of the ECB sets the amount of euro cash that must be produced 
each year for the euro area countries. Eesti Pank procured its euro banknotes through a joint tender 
with seven other euro area central banks. Production of the second series of 20-euro banknotes for 
the Eurosystem was paid for.

ITEM 40 – OTHER OPERATING EXPENSES

 thousand euros

 2020 2019

Other operating expenses -587 -984

Production of coins -249 -312

Production of collector coins and numismatic products -104 -378

Cash circulation management -73 -87

Other expenses -161 -207

ITEM 41 – DERIVATIVE INSTRUMENTS

 thousand euros

 31.12.2020 31.12.2019

Foreign exchange swap and forward transactions   

  Purchase 3 916 847 1 080 513

  Sale -3 902 042 -1 071 301

Value of interest rate future contracts   

  Purchase 41 104 38 958

  Sale -54 458 -72 592

Value of foreign exchange futures contracts   

  Purchase 12 742 8 602

  Sale -8 124 -9 065
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 thousand euros

 31.12.2020 31.12.2019

Value of interest rate swap contracts   

  Purchase 0 23 470

  Sale 0 -33 465

Value of interest rate option contracts   

  Purchase 39 932 6 600

  Sale -44 200 -15 400

ITEM 42 – CONTINGENT LIABILITIES

Bank for International Settlements

Since 1930 Eesti Pank has a contingent liability to the Bank for International Settlements for the 
unpaid part of the share capital (75%) of the BIS denominated in Swiss gold francs, which totalled 
EUR 593 thousand at the end of 2020 (see Item 15 “Other financial assets”). 
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IInnddeeppeennddeenntt  AAuuddiittoorrss’’  RReeppoorrtt  

(Translation of the Estonian original) 

To the Supervisory Board of Eesti Pank 

OOppiinniioonn  

We have audited the accompanying financial statements of Eesti Pank (the “Bank”), which comprise: 

• the balance sheet as at 31 December 2020,  
• the profit and loss account for the year then ended, and  
• notes, comprising significant accounting policies and other explanatory information.  

In our opinion, the accompanying financial statements give a true and fair view of the financial position of 
Eesti Pank as at 31 December 2020, and of its financial performance for the year then ended in accordance 
with the Guideline of the European Central Bank of 3 November 2016 on the legal framework for 
accounting and financial reporting in the European System of Central Banks (ECB/2016/34), and the Bank 
of Estonia (Eesti Pank) Act.  

BBaassiiss  ffoorr  OOppiinniioonn  

We conducted our audit in accordance with International Standards on Auditing (Estonia). Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit 
of the Financial Statements section of our report.  

We are independent of the Bank in accordance with the ethical requirements that are relevant to our audit 
of the financial statements in Estonia, and we have fulfilled our other ethical responsibilities in accordance 
with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our opinion. 

OOtthheerr  IInnffoorrmmaattiioonn  

The Executive Board is responsible for the other information. The other information comprises the 
overview of the financial position of Eesti Pank, but does not include the financial statements and our 
auditors’ report thereon. 

Our opinion on the financial statements does not cover the other information and we do not express any 
form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
and, in doing so, consider whether the other information is materially inconsistent with the financial 
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, 
based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 

RReessppoonnssiibbiilliittiieess  ooff  EExxeeccuuttiivvee  BBooaarrdd  aanndd  TThhoossee  CChhaarrggeedd  wwiitthh  GGoovveerrnnaannccee  ffoorr  tthhee  FFiinnaanncciiaall  SSttaatteemmeennttss  

The Executive Board of the Bank is responsible for the preparation and fair presentation of the financial 
statements in accordance with the Guideline of the European Central Bank of 3 November 2016 on the 
legal framework for accounting and financial reporting in the European System of Central Banks 
(ECB/2016/34), and the Bank of Estonia (Eesti Pank) Act. The Executive Board of the Bank is also 
responsible for such internal control as the Executive Board determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, the Executive Board of the Bank is responsible for using the going 
concern basis of accounting in accordance with Article 4 of the applicable Guideline (ECB/2016/34). 
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Those charged with governance are responsible for overseeing the Bank’s financial reporting process. 

AAuuddiittoorrss’’  RReessppoonnssiibbiilliittiieess  ffoorr  tthhee  AAuuddiitt  ooff  tthhee  FFiinnaanncciiaall  SSttaatteemmeennttss 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with International Standards on Auditing (Estonia) will always detect a material 
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of these financial statements. 

As part of an audit in accordance with International Standards on Auditing (Estonia), we exercise 
professional judgment and maintain professional scepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud 
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control. 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Bank’s internal control. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Executive Board. 

• Conclude on the appropriateness of the Executive Board’s use of the going concern basis of 
accounting and, based on the audit evidence obtained, whether a material uncertainty exists related 
to events or conditions that may cast significant doubt on the Bank’s ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our 
auditors’ report to the related disclosures in the financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditors’ report. 

• Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation. 

 
We communicate with those charged with governance regarding the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we identify 
during our audit. 
 

Tallinn, 22 March 2021 

 

/signed/ 

Eero Kaup 
Certified Public Accountant, Licence No 459 

 

KPMG Baltics OÜ 
Licence No 17 
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APPENDIX 1. DECISIONS OF 
THE SUPERVISORY BOARD 
OF EESTI PANK IN 2020

03.03.2020 Decision No 2-1  
Profit distribution strategy of Eesti Pank

07.04.2020 Decision No 3-1  
Annual Report of Eesti Pank 2019

07.04.2020 Decision No 3-2  
Eesti Pank profit distribution for 2019

25.06.2020 Decision No 4-1  
Approval of the design and nominal value of a silver collector coin ded-
icated to the 150th anniversary of the birth of Friedrich Karl Akel

25.06.2020 Decision No 4-2  
Approval of the design for the national side of a two-euro commemo-
rative coin

20.10.2020 Decision No 7-1  
Release from office of a Deputy Governor of Eesti Pank

20.10.2020 Decision No 7-2  
Repeal of the basic terms and conditions of Eesti Pank’s contributory 
pension

20.10.2020 Decision No 7-3  
Approval of the work plan for the Eesti Pank Supervisory Board

20.10.2020 Decision No 7-4  
Salary of the Head of the Internal Audit Department

03.11.2020 Decision No 8-1  
Appointment of a Deputy Governor of Eesti Pank

03.11.2020 Decision No 8-2  
Salary of the Deputy Governors of Eesti Pank

03.11.2020 Decision No 8-3  
Amendment of the principles for payment of the Executive Board

03.11.2020 Decision No 8-4  
Approval of the design for a silver collector coin for Hanseatic Pärnu

15.12.2020 Decision No 9-1  
Removal of a member of the Supervisory Board of Finantsinspektsioon

15.12.2020 Decision No 9-2  
Appointment of a member of the Supervisory Board of Finantsinspekt-
sioon



111

APPENDIX 2. DECREES 
OF THE GOVERNOR OF 
EESTI PANK IN 2020

No 1, 21 January 2020
The list of statistical actions of Eesti Pank under the official statistical 
programme
(officially published: RT I, 29.01.2020, 3)
The decree confirmed the list of statistical actions of Eesti Pank under 
the official statistical programme 2020–2024.

No 2, 24 March 2020
Amendments to Eesti Pank Governor’s decrees
(officially published: RT I, 27.03.2020, 3)
Appendixes 2 and 6 of Decree No 6 of the Governor of Eesti Pank of 
23 May 2014 “Establishment of substantive and formal requirements 
for the balance sheet and income statement of credit institutions” were 
reworded. The submission of reports in electronic format under Decree 
No 3 of the Governor of Eesti Pank of 01 February 2017 “Statistical 
Reporting Requirements for Investment Funds and the Procedure for 
the Submission of Reports” was clarified.

No 3, 16 April 2020
Amendments to Decree No 8 of the Governor of Eesti Pank of 2 June 
2014 “Payments statistics submitted by credit institutions”
(officially published: RT I, 09.04.2020, 1)
The amendments affected the requirements for showing the residency 
of clients in the reporting of payments statistics by credit institutions, 
and was to come into force from 1 January 2021. The decree was 
repealed before it came into force and was replaced by Decree No 5 of 
the Governor of Eesti Pank of 11 September 2020.

No 4, 24 April 2020
Amendment of Decree of the Governor of Eesti Pank No 6 of 30 May 
2016 “Establishment of the requirement for the systemic risk buffer”.
(officially published: RT I, 28.04.2020, 6)
The decree reduced the systemic risk buffer requirement from 1% of risk 
exposures to 0% as of 01 May 2020.

No 5, 11 September 2020
Amendments to Decree No 2014 of the Governor of Eesti Pank of 8 June 
2 “Payments statistics submitted by credit institutions”
(officially published: RT I, 17.09.2020, 1)
The decree clarified the basis for client residency in reporting of pay-
ments statistics and replaced Decree No 3 of the Governor of Eesti Pank 
of 2 June 2020, which did not come into force. The decree transposed 
the content of the decree it replaced and supplemented the legal basis 
of the decree regulating reporting of payments statistics by credit insti-
tutions and clarified its scope and objectives.
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APPENDIX 3. PUBLICATIONS 
OF EESTI PANK 

EESTI PANK ANNUAL REPORT 2019

The Annual Report gives a review of the central bank’s activities during 
the reporting year and the financial statement. Its appendixes contain a 
list of decrees of the Governor of Eesti Pank and of the decisions of the 
Supervisory Board, and a list of the publications of the year.

Issues published in 2020:

 Eesti Pank Annual Report 2019

FINANCIAL STABILITY REVIEW

The Financial Stability Review is Eesti Pank’s main publication analys-
ing financial stability. It gives the results of the bank’s analyses and its 
assessment of financial stability, and discusses policy measures. The 
Financial Stability Review is published twice a year.

Issues published in 2020:

 Financial Stability Review 1/2020

 Financial Stability Review 2/2020

THE ESTONIAN ECONOMY AND MONETARY POLICY

The Estonian Economy and Monetary Policy is an Eesti Pank review 
released four times a year that summarises the main recent events in the 
global and Estonian economies. Twice a year, in June and December, 
the review also contains the forecast for the Estonian economy for the 
current year and the next two calendar years.

Issues published in 2020:

 Estonian Economy and Monetary Policy 1/2020.

 Estonian Economy and Monetary Policy 2/2020.

 Estonian Economy and Monetary Policy 3/2020.

 Estonian Economy and Monetary Policy 4/2020.

LABOUR MARKET REVIEW

The Labour Market Review discusses the most important trends in the 
Estonian labour market, labour supply and demand, labour costs, insti-
tutional developments of the labour market, and other related issues. 
The Labour Market Review is published twice a year.

Issues published in 2020:

 Labour Market Review 1/2020

 Labour Market Review 2/2020

FINANCING OF THE ECONOMY

The review of financing and lending of businesses and households cov-
ers banking and leasing statistics, financial accounts analysis and credit 
supply and demand. The review is published once a year.

Issues published in 2020:

 Financing of the Economy.
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ESTONIAN COMPETITIVENESS REPORT

Eesti Pank publishes the Estonian Competitiveness Report once a year. 
Competitiveness can be analysed in several different ways and each 
issue considers several widely-used groups of indicators for competi-
tiveness. Competitiveness is assessed through assessment of Estonian 
export capacity using relative productivity growth, changes in export 
indicators and similar, and of competitiveness indicators for relative 
prices and costs.

Issues published in 2020:

 Estonian Competitiveness Report

WORKING PAPERS

The Working Papers are summaries of the economic studies con-
ducted at Eesti Pank. The target group of the Working Papers is, above 
all, economists and economic experts, and the papers are often pub-
lished in English only.

Issues published in 2020:

• Working Papers of Eesti Pank 1/2020:

Merike Kukk, W. Fred van Raaij. Joint and individual savings within fam-
ilies: evidence from bank accounts

• Working Papers of Eesti Pank 2/2020:

Natalia Levenko. Elevated survey uncertainty after the Great Reces-
sion: a non-linear approach

• Working Papers of Eesti Pank 3/2020:

Orsolya Soosaar, Allan Puur, Lauri Leppik. Does raising the pension 
age prolong working life? Evidence from pension age reform in Estonia

• Working Papers of Eesti Pank 4/2020:

Karsten Staehr. Export performance and capacity pressures in Central 
and Eastern Europe

• Working Papers of Eesti Pank 5/2020:

Nataliia Ostapenko. Macroeconomic Expectations: News Sentiment 
Analysis

• Working Papers of Eesti Pank 6/2020:

Merike Kukk, Natalia Levenko. Alternative financing and the non-per-
forming loans of the corporate sector in Estonia

• Working Papers of Eesti Pank 7/2020:

Merike Kukk, Jaanika Meriküll, Tairi Rõõm. The gender wealth gap in 
Europe: A comparative study using a model averaging methodology

• Working Papers of Eesti Pank 8/2020:

Kaspar Oja, Orsolya Soosaar. The gender gap in pension wealth in 
Europe: Evidence from twenty countries
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OCCASIONAL PAPERS

The Eesti Pank Occasional Papers is a series of papers where the bank 
publishes reviews of its analysis and research work. The papers cover 
a wide range of topical subjects and may be of interest to everyone 
interested in economics, including professional economists, political 
decision-makers, people in business, and anyone who simply wants to 
know more about economics.

Issues published in 2020:

Occasional Papers of Eesti Pank 1/2020.

Liina Kulu, Madis Laas, Jaanika Meriküll, Kaspar Oja, Martti Randveer, 
Indrek Saapar. Impact analysis of the changes to the pension system

Occasional Papers of Eesti Pank 2/2020.

Helen Ljadov, Reet Reedik, Raido Kraavik, Taavi Raudsaar, Lauri Mat-
sulevitš, Dmitry Kulikov, Kaspar Oja, Lenno Uusküla, Nicolas Reigl, 
Karsten Staehr. The impact of negative interest rates on the Estonian 
economy and financial sector

OTHER PUBLICATIONS

The Euro. Eesti Pank. 2020. In Estonian

BLOG POSTS

• Katrin Kask. The IMF has issued its opinion on the Estonian econ-
omy

• Madis Müller. The medicine for the economic harm caused by the 
virus should be fast, targeted and temporary

• Kaspar Oja. Will it be better this time?

• Maive Rute. For cash to reach the people

• Maive Rute. Will the normal come back?

• Tiit Meidla. Will there be a sharp rise in Euribor and what will it 
mean for the ordinary borrower?

• Maive Rute. Central banking is turning green

• Gaili Grüning. With crowdfunding, measure nine times before cut-
ting once

• Jana Kask. The buffers they have built up help the banks react 
flexibly in the crisis

• Silver Karolin. Saving for a voluntary pension in the third pillar goes 
against human nature

• Kaspar Oja. Exports and the coronavirus restrictions

• Madis Müller. The options for providing crisis assistance to com-
panies
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• Madis Müller. The impacts of monetary policy are reaching Estonia 
faster than ever before

• Madis Laas. Tighter anti-money laundering measures have not left 
large traces in equity investment in Estonia

• Madis Müller. A longer plan for exiting the economic crisis

• Riina Hanso. What are the European Commission’s development 
goals for the financial sector for the next four years?

• Airi Uiboaid. A large part of Estonian bank card fraud occurs 
through foreign e-commerce stores

• Madis Müller. The revenues today and costs tomorrow of the pen-
sion reform

• Madis Müller. Yet another public survey on monetary policy

• Lenno Uusküla. The Nobel Prize for interpreting auctions – basic 
and applied research go hand in hand

• Tiit Meidla. Central bank digital currency technology should allow 
unlimited numbers of transactions to be made securely

• Taavi Raudsaar. Has Covid-19 changed saving by people in Esto-
nia, and how?
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Selected works by Eesti Pank staff and visiting  
researchers published in 2020

Author(s) Title Published

Thomas Y. Mätha, Stephen 
Millard, Tairi Rõõm, Ladislav 
Wintr, Robert Wyszyński 

Shocks and labour cost adjustment: evidence 
from a survey of European firms Oxford Economic Papers, 2020

Jaanika Meriküll, Merike Kukk, 
Tairi Rõõm

What explains the gender gap in wealth? Evidence 
from administrative data

Review of Economics of the 
Household, 2020, 1-47

Jaanika Meriküll, Merike Kukk, 
Tairi Rõõm

What explains the gender gap in wealth? Evidence 
from administrative data

NBER Working Paper, 2020, no 
26920

Jaanika Meriküll, Tairi Rõõm Stress tests of the household sector using 
microdata from survey and administrative sources

International Journal of Central 
Banking, 2020, Volume 16, Number 
2, March 2020, pp 203 – 248

Merike Kukk, Juan Carlos 
Cuestas

The interaction between housing prices and 
housing credit: Evidence from a country with rapid 
credit accumulation

Journal of Economic Studies

Natalia Levenko Rounding bias in forecast uncertainty Research in Economics. 2020 Dec 
1;74(4):277-91

Tibor Lalinsky, Jaanika Meriküll The effect of single currency on exports: 
Comparative firm-level evidence

International Journal of Central 
Banking, 2021 (forthcoming)

Kadri Männasoo, Jaanika 
Meriküll

Credit constraints and R&D over the boom 
and bust: Firm-level evidence from Central and 
Eastern Europe

Economic Systems, 2020, 44(2), 
1-14

Nicolas Reigl, Karsten Staehr Negative interest rates in the five Eurozone 
countries from Central and Eastern Europe CESifo Forum, 2020, 21 (1), 24−30

Nicolas Reigl, Lenno Uusküla Alternative frameworks for measuring credit gaps 
and setting countercyclical capital buffers

Journal of Financial Economic 
Policy, 2020, (forthcoming)

Alari Paulus, Iva Valentinova 
Tasseva

Europe through the crisis: discretionary policy 
changes and automatic stabilisers

Oxford Bulletin of Economics and 
Statistics, 2020, 82(4), 864-888

Alari Paulus, Holly Sutherland, 
Iva Valentinova Tasseva

Indexing out of poverty? Fiscal drag and benefit 
erosion in cross-national perspective

Review of Income and Wealth, 2020, 
66(2), 311-333

Merike Kukk, Alari Paulus, 
Karsten Staehr

Cheating in Europe: underreporting of self-
employment income in comparative perspective

International Tax and Public Finance, 
2020, 27(2), 363-390

Maris Vainre, Laura Aaben, Alari 
Paulus, Helleka Koppel, Helelyn 
Tammsaar, Keiu Telve, Katre 
Koppel, Kaia Beilmann, Andero 
Uusberg

Nudging towards tax compliance: A fieldwork-
informed randomised controlled trial

Journal of Behavioral Public 
Administration, 2020, 3(1)

Luca Alfieri
Heterogeneity of financial institutions in the 
process of economic and monetary integration in 
East Asia

The World Economy, 2020

Erki Saluveer, Janika Raun, 
Margus Tiru, Laura Altin, Jaanus 
Kroon, Tarass Snitsarenko, Anto 
Aasa, Siiri Silm 

Methodological framework for producing national 
tourism statistics from mobile positioning data

ScienceDirect, Annals of Tourism 
Research
Volume 81, March 2020
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