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I. Switzerland 
:io Japan 
I; Nine Charts on Financial Markets Abroad 

I. Switzerland: Money and Capital Markets During May 

The money market in May was still highly liquid. A seasonal in-
crease in. demand for funds in the first half of June produced an increase 
in short-term interest ratese Long-term bond yields rose in the latter part 
of May and the first half of June after having declined continuously for 
nearly six months0 The steep upward movement of stock prices was î sufited. 
By mid-June prices of industrial stocks were i±6 per cent higher than at the 
end of I960 and more than double the end-of-19^9 level, and the combined 
average yield on all stocks had fallen as low as 1.U per cent. In May the 
spot dollar maintained its recovery from the low levels of March, but in 
the first three weeks of June both the spot dollar and spot sterling weakened 
again. The discounts on forward sterling and forward dollars, which have 
impeded short-term capital export and contributed to the liquidity, of the 1 

money market, averaged lower in May than in April, but the discount on 
forward sterling rose again in June, Maturing funds in London were generally 
being withdrawn in June. 

Money Markete In May, conditions in the Swiss-money market changed 
little. An unusually high degree of liquidity has prevailed since the sum-
mer of I960 as a result of inflows of funds from abroad. The discounts on 
forward sterling and forward dollars, which have impeded short-term capital 
• exports and thus contributed to the liquidity of the market, continued in 
May, although at lower levels than in April. 

In the first week of June, demand by the banks for liquid funds 
increased because of preparations for midyear "window-dressing," and also in 
anticipation of a seasonal increase in the utilization of building loans. 
Money-market rates stiffened as a result, with some banks offering. 2 per cent 
on three months' domestic deposits as against the !§• per cent previously 
being paid by most banks. There has been no reported phange in the call money 
rate which, in mid-May, was still 1 per cento * -

Rate on 3-months Interbank 
deposits with large call loan 
banks in Zurich rate in Zurich 

1960 High 2.2S . 1.50 
Low 1.50 . 1,00 
Dec.. 2.08 . 1.13 

1961 Mar. 31 1.50 . 1.00 
Apr. 30 1.50 1.00 

. May IS 1.50 1.00 
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Bond Market., The long-term bond- market in May showed a firming in 
yields. The yield to maturity on the Swiss Confederation 3 per cent bond 
of 1967-72, which had fallen to 2.83 per cent by the end of April and re-
mained there until -mid-May, rose to 2.88 per cent at the end of the month, 
and subsequently rose further to 2.92 per cent by June 16. "(See Chart 6,)„ 

/This movement reversed a declining trend that had been under way since the 
end of- last November. In the market for medium-term issues, the yields on 
deposit certificates issued by banks, which have also been declining since 
November, dropped further to 3;27-3.29 per cent on May 15. (No later data 
- are available.) These certificates are issued for maturities of three to 
" eight years, carry various rates of interest, are traded over-the-counter, 
and are a widespread form of investment for banks, insurance companies, and 
' individuals. They currently account for 17 per cent of all bank liabilities. 

- - Gov't bond yield New mortgage rate 

1960 Nov.'# ' - Y 3.07 T 3.7k 
1961 Apr. 28 2.83 3.7U 

May" 12. " 2.83 3.7l 
May 26 v 2.88 

- • June 16 < 2.92 

• Yield on -deposit certificates 
12 cantonal banks 5 large banks 

"I960" Nov. 30 . - ' 3.35 3.3k 
1961.. Apr.''30 : , 3.30 ' 3.27 

- May 15 \ . 3.29 3.27 

• New "issues of securities in April totalled $32.7 million (in terms 
of new money'raised) compared with the record $125.5 million floated in March. 
The total for January-April 1961 remains far ahead of that for the first four 
months of last year, because of higher flotations of Swiss shares and foreign 
- bonds.,. Foreign borrowers in the Swiss market in May included the (Swedish) 
-Volvo Company and a Norwegian firm. In June the National Railroad Company 
-of-Belgium floated a Uj- per cent 12-year bond issue for $11.6 million and 
retired a h per cent issue of similar amount and maturity which fell due 
June -15.0 . : 

" New Public Issues 
(new money raised; million $) 

Swiss bonds Swiss stocks Foreign bonds Total 

1960 Jan.-Apr. - ' ,101.6 * 15.L Ul.5 158.5 
1961 March . 3.6.2 : 38.2 51.2 125.5 

April - 16.2 . k.9 , -11.6 32.7 
V-Jan.-Apr.1 88.2 L7.8 89.H 225. h 
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Foreign Borrowings, May-June 

Amount Coupon Issue Yield to 
(mil.$) Term rate Price Maturity 

Majr 
Aktiebolaget Volvo 
(Sweden) 9.30 1969-76 L50 100 " lw50 

Vaksdal Molle 
(Norway) 1,86 1966-71 U.50 99 U.65 

June 1-16 
Nat'l R.R.Co. „ 
(Belgium) lp.,62 ISTiil lt.50 100 U.50 

3/ Call able upon notice. i 

Stock Market. The steep upward movement of stock prices was re-
sumed in the last week of April following five weeks of pause, arid it 
continued throughout May and the first half of June. The index of industrial 
stock prices rose from 233 on April 21 to_262 on May 10 (see Chart 7)/ and 
the rise is reported to have carried the index to 285 by June 16. This was 
li6 per cent above the end-of-I960 level, and more than double the end-of-
1959 level. Prices of non-industrial stocks have also risen sharply, al-
though at a somewhat slower rate, and on June 16 the combined gross average 
yield on all stocks had reportedly fallen to l.lj.0 per cent from 1.89 per cent 
at the close of last year. This compares with yields of around 2.9 per cent 
on government bonds and 3.3 per cent on deposit certificates issued by banks. 
The extent of the search for capital gains on the stock market has alarmed 
the authorities, and at the end of February measures were taken to limit 
credit for stock purchases. But these measures have so far failed to halt 
the swift ascent of stock prices. 

Industrial share index 

1959 - Dec. 31 139 
1960 - Dec. 30 195 

1 1961 - Mar. 17 236 
* Apr. 21 233 

May 10 262 
June 16 2852/ 

1/ Based on press report. 

Foreign Exchange. In May the spot dollar maintained its recovery 
from the low point of early March, being quoted at^or slightly under SF 
It.33, but in June there was a pronounced weakening^ and by June -23 the 
buying rate had fallen on the New York market to SF it.3156, or almost to 
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the intervention point, of maintained by the Swiss National Bank last 
March. Spot sterling 'came under heavy pressure in the last week of May 
and the first half of June, the rate falling as low as SF 12.Oh. per pound. 
Swiss short-term investments in London have practically ceased, and maturing 
funds in London are generally being transferred abroad. In May the dis-
counts on forward dollars and forward sterling averaged lower than in April, 
as seen from the following monthly ranges of Friday rates for 3-month 
quotations: -

Discount (per cent per annum) 
April - May . 

3-months dollar 1.38 - 2.08 1.38 - 1.^0 
3-months sterling 3.00 - U.30 3.30 - 3.38 

However, in the first two weeks of June the discount on forward sterling 
x widened, and was 3.75 per cent on June 17 for 3-months forward. 

Official reserves of gold and foreign exchange rose"1 by $18 million 
in May and declined by $1 million in the first half of June. 

Swiss National Bank reserves 
($ millions) " , 

April 29 
May 31 
June l£ 

Total Gold Foreign Exchange 

2,53U 2,239 295 
2,552 ; 2.2U7 305 
2,551 2,2li6 306 

European Section. 
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He Japans Money and Capital Markets During May 

- ~ 

Japan had a sizeable deficit in its over-all balance of payments 
position during the month of May for the first time since 1957» The resulting 
-drop of $69 million in international reserves had a contractionary impact on 
the money market« The deficit is likely to continue in June and, together 
with a Treasury surplus and expansion in notes .in circulation, is expected 
to contribute to much tighter conditions in the money market0 

Until recentlys the deficits on current account in the balance of 
payments had been more than offset by substantial inflows of short-term capital» 
Lately, howevers the volume of direct5 unsecured loans from foreign banks and 
Euro-dollar balances has been rising less rapidly. The deterioration in the 
balance of paymentss together with signs of overexpansion in domestic investment 
in capital equipment and upward price pressuress has reportedly led the Bank of 
Japan to begin to limit its credit accommodation to city banks „ 

Money Market. Money market conditions remained tight in May„ The 
shift from an inflow to an outflow of foreign exchange caused the Foreign 
Exchange Fund to withdraw ¥ 26 billion- from circulation as the domestic counter-
part of its foreign currency operations. The tightening effect of this shift 
and the Treasury surplus of ¥ 72 billion was offset in the money market by an 
expansion in Bank of Japan loans of ¥ 68 billion and a reduction in notes in 
circulation of ¥ 38 billion. The money market is expected to become tighter 
in June because of an expected Treasury surpluss a continued outflow of foreign 
exchange, and a seasonal expansion of notes in circulation as mid-year bonus • 
paymentti made by business firms 0 

Bond Market. New issues of debentures in April were at generally 
lower levels than during the first quarter of the year 0 Spurred by public 
interest in the new bond investment trusts, monthly issues of industrial 
debentures averaged ¥ 77 billion yen during the first quarters but dropped to 
¥ 22 billion in "April0 Issues of bank and public corporation debentures were 
also down signficantly from first quarter levels 0 The reduction in new issues 
in April was in part a reflection of the continued tightness in the call money 
marketc 

Interest Rates „ The average interest rate for all commercial banks 
on loans and discounts9 which had remained steady at 8«22 per cent per annum 
during the April-July period last year, continued to decline during the first 
quarter. In March the average rate was 7 = 92 per cent, an all-time low since 
the end of the Second World War„ With the lowering in April of the general 
level of interest rates (See "Capital Market Developments Abroad," May 1961), 
it is likely that the average rate continued to decline in April and May. 
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Average Monthly Interest. Rate on Bank Loans and Discounts 
(per cent per annum) . 

1958 ' 122 1960 1961 

March 8.63 8.18 8.21 7.92 
June 8.61 8.08 8.22 
September 8 M 8.06 8.1U 
December , 8.27 8.11 8.08 

Bank Loans and Discounts. In April and May bank loans and discounts 
continued to expand at a faster rate than a year earlier. During this period* 
loans and discounts rose 2.1 per cent compared to l.L per cent in the same 
period last year„ The proportion of loans utilized for the purchase of 
capital equipment5 which has been rising steadily for several years, was slightly 
lower in . March and April than in January and February. 

Increase in Loans and Discountss All Banks 
(In billions of ' yen; 

1958 J L / 1959 JL i960 JL 1961 X 

I 125 2.5 168 2.9 .225 3.3 31h k.6 
II - 1U6 , 2.8 157 2.6 227 3.2 177a/ 2.1 
III ' 235 hoh 281 . U.6 395 5.L 

177a/ 

IV 283 5 .1 381* 6.0 531. 6.9 

~- a/ April-May period„ 

Stock Marketo The Dow Jones average of 225 stocks set a new record 
on June 28, reaching ¥ 1,735 and passing the previous peak of ¥ 1,703 reached 
on May 17, 1961. The average had fallen 7 per cent from the May 17th level 
to ¥ 1,580 on June 7« The market was apparently given a boost by the successful 
issue of 2 million shares of the Sony Corporation in New York on June 7 under 
the new American Depository Receipts system which spurred Japanese interest 
in those stocks approved for purchase under the ADR system* 

Dow Jones_Ayerage of 225 Stocks 
Tokyo Stock Exchange-

April 26 ¥ 1,658 May 31 ¥ 1,679 1960 High ¥ 1,321 
May k 1,663 June 7 1,580 Low ¥ 869 

10 1,692 lh 1,619 
17 1,703 21 1,677 1961 High ¥ 1,735 
2h 1)655 28 1,735 ¥ 1,367 
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Foreign Exchange. With the balance of payments in substantial 
deficit in May and early June, the yen remained at the extreme official selling 
rate during this period* A persistent weakening of the yen in the forward market 
widened the spread between the spot and forward rates* and the forward discount 
of the yen against the dollar rose from p.# per cent on May 12 to 0o9l|. per 
cent per annum.on June 15. 

Customer1 s T. T» Exchange Rates 
of Bank of Tokyo in Tokyo 

Ten-dollar 3-month Forward discount 
Date spot middle rate forward middle rate" in per cent per anmsa 

May 5 *361 o 10 361.60 0.55 
12 361=10 361.60 0.55 
19 361.10 361.70 0.66 
26 361.10 361.90 0.89 

June 2 361.10 361.90 0.89 
9 361.10 361.90 0.89 
15 361.10 361.95 0.9U 

Since the establishment of the security yen system on May 1, transactions have 
been very limited. At mid-June, however, the security yen rate was reported 
at ¥ 378 to the dollar, a discount of 5 per cent. 

Far Eastern Section. 

III. Nine Charts on Financial Markets Abroad 

Chart 1 - Interest Arbitrage U.S./Canada 
Chart 2 - Interest Arbitrage New York/London 
Chart 3 ° Interest Arbitrage New York/Frankfurt 
Chart h - Interest Arbitrage Frankf utr/London 
Chart 5 - Short-term Bond Yields 
Chart 6 - Long-term Bond Yields 
Chart 7 - Industrial Stock Indices 
Chart 8 - Major Currencies in Terms of 

Spot United States Dollar 
Chart 9 - 3-month Forward Rate—London Quotations 
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INTEREST ARBITRAGE, UNITED S T A T E S / C A N A D A 
Thursday f i gu res ' -

THREE-MONTH TREASURY BILL RATES ' P „ „ n l p „ annum 

RATE DIFFERENTIAL AND FORWARD C A N A D I A N DOLLAR 

SPREAD IN FAVOI OF CANADA + 

w 

RATE DIFFERENTIAL WITH FORWARD EXCHANGE COVER 

NIT INCENTIVE IN FAVOI OF CANADA + 
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INTEREST ARBITRAGE, NEW YORK / L O N D O N 

F r i d a y f i g u r e s 

3 - M O N T H TREASURY BILL RATES 
LONDON 

m 

RATE DIFFERENTIAL A N D 
3 - M O N T H FORWARD STERLING 

SPREAD IN fAVOB OF LONDON 

2 
RATE DIFFERENTIAL WITH 
FORWARD EXCHANGE COVER 

IN FAVOR OF NEW YORK 

* 
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I N T E R E S T A R B I T R A G E , N E W Y O R K / F R A N K F U R T 
F r i d a y f i g u r e s 

3-MONTH TREÂ Stiirr̂ LL RATES AND 
GERMAN 3-MON\TH INTERBANK LOAN RATES Par esq I p e r o n i i v 

INTERBANK L O A N RATE 1 / " \ 

R A T E D I F F E R E N T I A L A N D F O R W A R D D E U T S C H E M A R K 

R A T E D I F F E R E N T I A L W I T H F O R W A R D E X C H A N G E C O V E R 

I N F A V O R OF FRANKFURT < + ) 

Hole; Speciol forward dollar ral* (.eilher Hal or premium on ipol_) available to German commercial banki. 
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I N T E R E S T A R B I T R A G E , F R A N K F U R T / L O N D O N ^ 

3 - M O N T H T R E A S U R Y B I L L S 
— A N D L E N D I N G R A T E S -

TREASURY BILLS 

R A T E D I F F E R E N T I A L A N D F O R W A R D S T E R L I N G 

SPREAD IN FAVOR OF UNITED KINGDOM BILLS OVER: 

GERMAN TREASURY BILLS 

W v M . I,rvz 
GERMAN „ \ 

INTERBANK \ 
LOAN RATE 

P R E M I U M + OR DISCOUNT-

R A T E D I F F E R E N T I A L W I T H F O R W A R D E X C H A N G E C O V E R 

~ NET INCENTIVE OF UNITED KINGDOM BILLS OVER: 

TREASURY BILLS 

GERWAIUMIERBANK 
LOAN RATE 
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SHORT-TERM INTEREST RATES * 
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INDUSTRIAL STOCK INDICES 

Japan: Inde* of oil slocki traded on Tokyo •xchangi 
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