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Elaine Moore in London and Richard Milne in Oslo

Finland on Wednesday became the first eurozone country to sell five-year government debt 

at a negative yield, meaning investors were in effect paying to lend to the country. 

The prospect of a government bond-buying programme by the European Central Bank has 

accelerated a rally in eurozone bonds that has sent yields on debt to record lows and in some 

cases below zero.

Finland’s €1bn sale of five-year government debt was a tap on 

an existing security and demand was sufficiently strong that the bonds were priced at more 

than their face value, meaning the yield in effect was minus 0.017 per cent. 

In spite of the negative yield, investors put in bids more than one and a half times the size of 

the sale, according to the Finnish State Treasury. 

About one-third of the eurozone’s sovereign debt market now trades with a negative yield 

and five-year government bonds in Austria, Sweden and the Netherlands all carry negative 

yields. Finland is the first country to auction debt with this maturity at such low rates, 

however.

Further bond sales by Sweden and Germany are planned this month and could also price 

with a negative yield, according to analysts.
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Finland has been mired in recession for the past three years and some economists say it is in 

a “depression” worse than its crisis in the 1990s.

The weak state of the economy is likely to be the main issue in April’s parliamentary 

elections, with all four parties in the governing coalition currently trailing behind the 

opposition Centre party in the polls.

Finland has been perhaps the main cheerleader in the eurozone for austerity but much to 

the chagrin of many top officials it is expected to have already breached the Maastricht 

criteria by allowing its debt-to-gross domestic product ratio to rise above 60 per cent last 

year.

Investors still see this as relatively low — certainly compared with other eurozone countries 

— but Finnish politicians and business people are united in not believing the solution to the 

country’s problems are to spend and borrow more. Instead, they believe the answer to the 

woes caused by the declines of Nokia and the forestry industry are to enact structural 

reforms on labour, pensions and healthcare.

Following a hotly anticipated monetary policy meeting in Frankfurt last month, ECB 

president Mario Draghi said the central bank intended to start flooding the eurozone with 

more than €1tn in newly created money, sparking a rally in stock and bond markets and 

sending the euro plunging.

On Tuesday, yields on 10-year bonds issued by Germany fell below their Japanese 

equivalent for the first time, while a four-year bond issued by Nestlé that matures in 2016 

dropped to minus 0.008 per cent.

The yield on Finland’s 10-year benchmark government bond fell to 0.37 per cent on 

Wednesday, down from more than 2 per cent at the start of the year.
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