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I . Uniljed Kingdom; Money and C a p i t a l Markets i n May and June 196U 

j '• ^ ; 
B r j i t i sh f i n a n c i a l markets were s t e a d y i n May, bu t t h e r e was a genera l 

i n c r e a s e i n J i n t e r e s t r a t e s . i n June , when s t e r l i n g was under p r e s s u r e * The 
spo t pound, which was f i r m i n May, f e l l c o n t i n u o u s l y i n June , and t h e 3-month 
forward d i s c o u n t narrowed, The a r b i t r a g e d i f f e r e n t i a l widened b u t , e v i d e n t l y 
because of u n c e r t a i n t i e s , no f u n d s f lowed„ Government bond p r i c e s began t o edge 
downward i n t h i s p e r i o d , sending y i e l d s up by 5 t o 18 p o i n t s between May 29 and June 
2 6 . (See Table 1«) In the money marke t , t h e Treasury b i l l , r a t e r o s e between 
mid-May and June 26 „ Funds withdrawn from t h e Treasury b i l l market and the 
Government bond market were p l a c e d i n more h i g h l y l i q u i d a s s e t s , such a s 2-day 
l o c a l a u t h o r i t y d e p o s i t s * In c o n t r a s t w i t h t h e s e developments , s t o c k p r i c e s 
d e c l i n e d i n May and made a p a r t i a l r e c o v e r y i n June . 

Table 1 . United Kingdoms Se l ec t ed F i n a n c i a l I n d i c a t o r s ,196k 
' ~~ ( I n pe r cen t p e r annum) 

MONEY MARKET (3-mo, y i e l d s ) 
Treasury b i l l t e n d e r 
Local a u t h o r i t i e s d e p o s i t s 

(covered) 
E u r o - d o l l a r d e p o s i t s 

COVERED ARBITRAGE 
( f a v o r UoKc.) ~ 

U,Ko/UoSe Treasury b i l l s 

May 1 

U«30 

k.2k 
Uel9 

May 29 

a / L . 3 9 

a / ^ o 2 6 
| / U . 2 5 

- 0 . 0 3 a /< )»06 

June 26 

U»U6. 

A. 51 
U.38 

+0,Ul 

May 1 -
May 29 

+0,09 

+0.02 
+0,06 

+0,09 

Changes: 
May 29-
June 26 

+0.07 

4 0 . 2 5 

+0.13 

+0.35 

( A p r i l 10 , 1962-100) 
I n d u s t r i a l s t o c k s 116,92 111*U2 113.32 - 5 . 5 0 +1,90 
Long-term Government bonds 105.02 105,05 ioU.52 +0.03 - 0 . 5 3 

GOVERNMENT BOND YIELDS b / 
32 1967 L.95 1 , 9 0 5.08 - 0 . 0 5 +0,18 
5% 1971 5 ,39 5 ,36 5.L8 - 0 . 0 3 +0,12 
5-1/2% .2008-12 6 ,10 6 , 1 0 6*18 +0,08 
3-1/2% War Loan 6 .17 6 ,17 6 .22 +0.05 
EXCHANGE RATES 
Spot (U.S., c e n t s ) 280,00 279«69 279,10 -0*31 - 0 . 5 9 
3-month forward d i s c o u n t - 0 , 7 6 ~0o7U -0*U9 5 0 , 0 2 0 .25 
a / June 1 f i g u r e s , New York market c lo sed May 29« y Prev ious Thursdays» 
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The pressure a g a i n s t s t e r l i n g developed in connection wi th the 
withdrawal of funds from London by f o r e i g n commercial banks t o meet l i q u i d i t y 
p re s su res i n t h e i r markets• The r e l a t e d s e l l i n g of spot exchange was matched 
by some forward purchases , and the 3-months forward d iscount moved down from 
0,76 t o 0.U9 per cent per annum between June 1 and June 26. The spot pound 
f e l l t o 279.10 cents from 279.95 cen ts in t h i s p e r i o d , and the covered d i f f e r -
e n t i a l i n favor of the U.K. Treasury b i l l rose t o O.lpL per cen t per annum. 

The s e n s i t i v i t y of the f o r e i g n exchange market i s r e l a t e d t o the 
p e r s i s t e n t adverse t r a d e d e f i c i t experienced i n the f i r s t f i v e months of I96U. 
Imports have l e v e l l e d o f f ; but e x p o r t s , a f t e r r i s i n g sharp ly between November 
1963 and February 196L, d id not inc rease between February and May. 

Credi t expansion con t inues , al though bank lending in the t h r e e months 
ending May 196U increased by only one- th i rd as much as in the previous t h r e e -
month p e r i o d . However, ins ta lment c r e d i t , m a i n l y t o f i nance automobile purchases , 
increased through A p r i l . 

In the f i r s t f i v e months of 196k new c a p i t a l i s s u e s were 75 per cen t 
above the comparable pe r iod of 1963. Dol la r denominated bonds continued t o be 
issued i n London, and t o t a l l e d $50 m i l l i o n i n May and June. 

Money market . Conditions were r e l a t i v e l y t i g h t in May and June, and 
f r equen t Bank of England a s s i s t a n c e was r e q u i r e d . The Treasury b i l l tender r a t e 
inched up from Iu30 per cent t o U.U7 per cent between May 15 and June 26, a f t e r 
remaining unchanged f o r 11 weeks fo l lowing the February 27 Bank r a t e i n c r e a s e . 
The market r a t e l ikewise advanced, moving from i f .25 per cent t o U»35 per cent 
i n t h i s pe r iod , (see Table 10 and Charts 3 and } 

In the l o c a l a u t h o r i t i e s market , the y i e l d on 3-months depos i t s remained 
c lose t o 5 per cent throughout May and June. (See Table 10 and Chart 3 . ) How-
ever , y i e l d s on 2-day depos i t s f e l l from U»75 per cent to lu50 per cent between 
June 8 and 22, as domestic i nves to r s sought o u t l e t s f o r funds which they would 
otherwise have placed i n Treasury b i l l s or i n government bonds. 

Local a u t h o r i t y mortgage bus iness has been confined gene ra l ly to s h o r t 
m a t u r i t i e s , loans repayable on one month's n o t i c e a f t e r a term of eleven months 
were in demand, and t h e i r y i e l d was s teady a t 5-3/U per cent in May and June. 
Mortgage bus iness was l i t t l e a f f e c t e d by the genera l 1/8 per cen t increase in 
Publ ic Works Loan Board lending charges e f f e c t i v e on May 15 . The FWLB mortgage 
charges now range from 5 - 1 A per cent f o r loans maturing in l e s s than 5 years t o 
6 per cent f o r loans maturing i n 30 yea r s or l o n g e r . 

Euro-do l la r r a t e s have advanced from Iu l9 per cent to U»38 per cent f o r 
3-month depos i t s between May 1 and June 12 and remained a t t h a t l e v e l f o r the 
r e s t of the month. (See Table 10 and Chart 5<>) Reportedly, f o r e i g n e r s have been 
s h i f t i n g funds out of s t e r l i n g a s s e t s i n to Euro-do l l a r s t o take advantage of 
these higher y i e l d s . 

The Bank of England has publ ished f i g u r e s on Euro-dol la r d e p o s i t s and 
loans in the June i ssue of i t s Quar te r ly B u l l e t i n . At the end of March 196U 
Euro-do l la r depos i t s t o t a l l e d £1,107 mi l l i on and loans £1,005 m i l l i o n . Deposi ts 
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and l o a n s i n o t h e r c u r r e n c i e s (mainly Swiss f r a n c s and German marks) were about 
£200 m i l l i o n each , Swi tze r l and he ld about 20 pe r c e n t of t h e d e p o s i t s 5 t h e 
Uni ted S t a t e s and Canada about 10 p e r cen t each® About o n e - t h i r d of t h e l oans 
were t o U.S. f i r m s , w i t h I t a l y and Japan r ank ing as t h e second and t h i r d l a r g e s t 
borrowers 0 -

A r b i t r a g e y i e l d s p r e a d s 0 In e a r l y June a covered d i f f e r e n t i a l developed 
i n f a v o r of t h e U.K. over t n e U 0 S 0 T reasury b i l l , mainly because t he forward 
d i s c o u n t on 3-months s t e r l i n g nar rowed. The d i f f e r e n t i a l reached 0 . 2 5 pe r c e n t 
p e r annum on June 12 and r o s e t o OeUlper c e n t on June 26 . (See Table 2 and Char t 1 . ) 
There were no r e p o r t s of funds s h i f t i n g i n t o London, a s t h e c l o s i n g of t h e forward 
d i s c o u n t on s t e r l i n g r e p r e s e n t e d p a r t of a s p e c u l a t i v e movement a g a i n s t t h e pound. 

Table 2 . U.K. /U.S . S h o r t - t e r m Money Market Y ie lds and Yie ld Spreads 
( i n pe r cen t pe r annum) ™~" 

1 9 6 k 
May June 

TIME DEPOSITS (3-month) 
U.S. d o l l a r s . . 

N.Y. - C e r t f . d e p o s i t J\L£' 
London - Euro-# 

S t e r l i n g (covered) 
Local a u t h o r i t i e s 
F inance Houses 

YIELD SPREADS (Favor U.K.) 
Treasury b i l l s (3-month) c / 

Uncovered 
Covered 

Euro-4 - N.Y. C/D a / 
Euro-# - Local A u t h o r i t y 

(covered) 

1 8 1 5 2 2 1 J L 1 2 1 9 

3 . 8 0 
U . 1 9 

3 . 8 0 
U . 2 5 

3 . 8 1 
U . 2 5 

3 . 8 5 
U . 1 9 

3 . 8 5 
U . 2 5 

3 . 8 5 
U . 3 1 

3 . 8 5 
U . 3 8 

3 . 8 5 
U . 3 8 

U.2U 
U . 2 0 . 

U . 2 U 
U .20 

U . 2 3 
U .20 

U . 2 1 
U .20 

U . 2 6 
U .20 

U . 3 7 
U . 1 0 

U . U o 
U . 2 5 

U . U 3 
U . 2 5 

. 7 3 
- . 0 3 

. 3 9 

. 6 9 
" . 0 7 

. 3 9 

. 8 0 

. 0 3 
oUU 

. 8 0 

. 0 1 

.Uo 

. 8 0 

.06 
»3U 

. 8 7 

. 21 

. U 6 

. 8 6 

. 2 5 
- 5 3 

. 8 6 

. 2 8 

. 5 3 

. 0 5 . 01 •=o02 .02 . 0 1 0O6 .02 . 0 5 

¥ Prev ious Wednesdays. 
]>/ Secondary market o f f e r i n g r a t e s f o r n e g o t i a b l e c e r t i f i c a t e s of t ime d e p o s i t s , 
c / U.S. and U.K. b i l l r a t e s a r e shown i n Table 11 . See a l s o Char ts 1 and 3 , 

V i r t u a l l y no covered d i f f e r e n t i a l between E u r o - d o l l a r d e p o s i t s and 
l o c a l a u t h o r i t y d e p o s i t s has e x i s t e d from t h e end of A p r i l through mid-June . 
However, the d i f f e r e n t i a l between E u r o - d o l l a r d e p o s i t s and prime n e g o t i a b l e 
time c e r t i f i c a t e s of d e p o s i t s i n New York widened f rom 0.U0 pe r c e n t per annum on 
May 22 t o 0 . 5 3 p e r c e n t pe r annum by June 12 a s . t h e C/D r a t e remained a t 3 .85 p e r 
c e n t whi le the E u r o - d o l l a r r a t e was i n c r e a s i n g . 

Bond m a r k e t . The market f o r government bonds weakened f rom A p r i l 15 
through t h e f i r s t week of May f o l l o w i n g t h e p r e s e n t a t i o n of t he 196U-65 budge t s 
r e p o r t e d l y because of i n v e s t o r r e a c t i o n t o t he p r o j e c t e d i n c r e a s e i n t h e Govern-
m e n t ' s borrowing r e q u i r e m e n t s . Between mid~April and e a r l y May Idng- te rm r a t e s 
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moved up f rom around 6<,00 pe r c e n t t o a range of 6 , 1 0 t o 6 .20 p e r c e n t — t h e l e v e l 
p r e v a i l i n g j u s t b e f o r e t h e February 27 Bank r a t e i n c r e a s e . (See Table 11 and 
Char t 6 . ) Bond p r i c e s became f i r m f o r a week, bu t t h e y began t o f a l l c o n t i n u o u s l y 
f o l l o w i n g t h e announcement i n mid-May of t h e l a r g e A p r i l t r a d e d e f i c i t . Bond 
p r i c e s were depressed f u r t h e r i n June when s t e r l i n g weakened. The y i e l d on t h e 
3 -1 /2 p e r cen t War Loan reached 6 .29 p e r c e n t on June 18o However, t h e market 
r ecovered toward t h e end of t h e month, b r i n g i n g l o n g - t e r m y i e l d s down s e v e r a l 
p o i n t s . War Loan y i e l d f e l l t o 6 ,22 p e r c e n t on June 26 , 

The L ive rpoo l Corpora t ion f l o a t e d a £10 m i l l i o n 5 - 3 A pe r c e n t bond 
i s s u e i n mid-May a t 97 . I t was f u l l y subsc r ibed and was t r a d e d a t only a s l i g h t 
d i s c o u n t . The Government of Jamaica £3,2 m i l l i o n 6-3/U p e r c e n t 197U-76 l o a n , 
which was o f f e r e d a t 96-1 /2 was a l s o s u c c e s s f u l . 

D o l l a r denominated l o a n s . Three l a r g e d o l l a r bond i s s u e s , t o t a l l i n g 
,,/S^O m i l l i o n , were f l o a t e d i n London i n May and the f i r s t ha l f of June , On 

May U, t he J u t l a n d Telephone Co, of Denmark o f f e r e d $10 ,0 m i l l i o n of 5-3/U p e r 
cen t 20-year bonds . On May 11 , t h e Kingdom of Norway p u t out a $25 m i l l i o n 
5 - 1 / 2 p e r c e n t 20-year i s s u e . Then, i n t h e f i r s t week of June, Toyo Rayon 
(Japan) p l aced p r i v a t e l y $15 m i l l i o n of 6=1/1*. pe r c e n t c o n v e r t i b l e bonds . 
Thei r e f f e c t i v e g ross redemption y i e l d 9 t a k i n g i n t o account t he c u r r e n t i n v e s t -
ment d o l l a r premium, was e s t i m a t e d a t 5=1/2 p e r c e n t , 

A £U million external account sterling loan is being planned by the 
City of Turin. Subscriptions will be sought in external account sterling, but 
bondholders will have the option of receiving interest and principal payments 
in German marks. Also in the planning stage is a $25 million bond issue by an 
Italian holding company, the Istituto per la Ricostruzione Industriale, Pur-
chasers will have a 10-year option to buy stock in a subsidiary holding company* 
Finsider, at a price close to that prevailing at the time of the bond issue. 

Stock m a r k e t . Stock p r i c e s , which had advanced s h a r p l y f o l l o w i n g t h e 
budget message, weakened a t t h e end of A p r i l and d e c l i n e d th rough e a r l y June . 
The p r i c e index f e l l f rom 116,9 i n t h e l a s t week of A p r i l t o 110 ,5 on June 
(See Table 11 and Chart 7 , ) While p o l i t i c a l u n c e r t a i n t i e s cont inued t o have 
perhaps t h e major adverse e f f e c t on i n v e s t o r s , t h e market was a l s o depressed by 
t h e poor A p r i l t r a d e r e t u r n s and by evidence of i n f l a t i o n a r y developments 
du r ing May. I t was f e l t t h a t t h i s combinat ion of even t s would r e q u i r e govern-* 
ment a c t i o n t o slow down the growth of domestic demand. News of f a v o r a b l e 
c o r p o r a t e p r o f i t s d i d l i t t l e t o s t i m u l a t e t h e marke t , as i t i s wide ly b e l i e v e d 
t h a t t h e y had a l r e a d y been a n t i c i p a t e d by the r i s e i n s tock p r i c e s i n 1963, 

I n t h e two weeks ending June 19, s t ock p r i c e s r ecove red some of t h e 
l o s s e s s u s t a i n e d i n May. However, t h e y l e v e l l e d o f f i n t h e f o l l o w i n g week and 
on June 2 5 t h e index s tood a t 1 1 3 o 3 » some t h r e e p o i n t s below the end -Apr i l 
f i g u r e . 

Bank l end ing c . Bank f i n a n c i n g of bo th the p u b l i c and the p r i v a t e s e c t o r s 
of t he B r i t i s h economy expanded l e s s i n t he second q u a r t e r of 196U than i n t h e 
comparable pe r iod of l a s t y e a r , London c l e a r i n g bank f i n a n c i n g of t h e govern-
men t ' s cash d e f i c i t (Exchequer f i n a n c e ) amounted t o only £50 m i l l i o n i n t h i s 
pe r iod as . c o n t r a s t e d wi th £91 m i l l i o n i n the y e a r b e f o r e , (See Table 3 , ) 
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However, as the budget d e f i c i t f o r the f i s c a l year which began Apr i l 1 i s 
expected t o increase to £791 mi l l ion from £178 m i l l i o n , i t i s poss ib le t h a t 
t h i s p a t t e r n may be reversed in f u t u r e months® 

Table 3@ London Clearing Banksg L i a b i l i t i e s t o and Claims on the 
~~ Publ ic and P r iva t e Sectors Apr i l 19&1 through June 196U a / 

( In mi l l ions of pounds) 
C h a n g e s g Outstanding 

" 1 9 6 t 1962- 196> Apri l-June Apr i l 15) 

Claims on Publ ic Sector 
Bonds 
Treasury b i l l s and loans 

t o the d iscount market 

Exchequer f inance 

Loans t o na t iona l i zed 
i n d u s t r i e s 

Tota l claims on 
publ ic sec tor 

Claims on Pr iva te Sector 
Advances (ne t ] 
Other 

Tota l claims on 
p r i v a t e sec to r 

- 7 years are f i s c a l years beg inn ing^pr i l "T7 

Bank lending t o the p r i v a t e sec tor has a l so slowed down. In the tnrOe^ 
month per iod March through Mays bank, advances (seasonally ad jus ted J increased by on 
£35 m i l l i o n , as cont ras ted with increases of £150 mi l l ion and £130 miJLlion 
i n the two previous three-month periods» (See Table l u ) The bulk of the 
increase in bank lending has been used to f inance personal consumption e i t h e r 
d i r e c t l y through "personal and professional; .xsns" or i n d i r e c t l y through loans 
to h i r e purchase f inance houses <, In the year ending May 196ka loans to these 
groups of borrowers together with loans to other f i n a n c i a l i n s t i t u t i o n s ex-
panded by lU per cent and accounted f o r about, two- th i rds of the t o t a l growth 
in lending« Bank loans t o manufacturing indus t ry , on the o ther hand5 increased 
by only 3 per cent and accounted f o r l i t t l e more than one-tenth of the increase 
i n t o t a l bank lending0 

New issueso Manufacturing industry3 along with other corporate 
borrowers s r a i s e d £283*5 mi l l ion through new securities i s sues in -the f i r s t 
f i v e months of 196ks> about 70 per cent more than in the comparable per iod of 
1963, (See Table So) The flow of new corporate i s sues 3 however9 has decl ined 
between March and May0 

1962 1963 196U 1963 196U 1964 

=90 +137 —U2 =32 +18 1,092 

-131 +12 +123 +32 

+ 6 -30 +91 2,327 

U + 11 - 8 -28 -27 U8 

~k3 + 17 +23 

+$8 +U53 +385 +90 +76 a,193 
+ 38 + 7 ± 7 713 

+ m +L91 +M7 +97 U,o906 
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Table U. United Kingdom: Bank Loans C l a s s i f i e d by Borrowers 1963-614. 
( In mi l l i ons of poundsj seasona l ly a d j u s t e d ) 

Change i n qua r t e r ending % 
1 9 6 3 1 9 6 I P 

Majr Aug^ Nov. Feb. Majr May 1961i 

Manufacturing 
i ndus t ry +16 +17 + 8 + 3 + 1 0 1 , 2 7 8 

Hire purchase 
f inance companies 
and o ther f i n a n c i a l 
i n s t i t u t i o n s +3U +18 + 1 1 +U8 +18 6 5 1 

R e t a i l t r a d e + 8 + 7 + 3 0 . + 9 + 5 ~ 5 1 9 

Personal and 
p r o f e s s i o n a l +U3 +Uo +3U + 3 5 + 2 3 - 9 7 6 

Other +16 +12 +67 1 3 5 - 2 1 1 , 1 8 8 

Tota l +117 +9U + 1 5 0 + 1 3 0 _ +35 i t , 9 1 2 

Source: B r i t i s h Bankers Associa t ion 

Table 5» United Kingdoms Cap i t a l I ssues and Redemptions 
~~ ( In mi l l i ons of pounds) ~ 

1 9 6 3 

U.K. borrowers 1 / 
Publ ic companies U29.U 
Local a u t h o r i t i e s 92.5 

Overseas borrowers 
Commonwealth 15*8 
Other count r ies 0.7 

* Total 
of which 

Gross i s sues (6U6.9) 
Gross redemptions (108.5) 

17 Excluding government s e c u r i t i e s . 
Source: Bank of England. 

Jan-May 
1953 196U 

166.2 
21.6 

j- 1 3 » ° 

283.5 
3 2 . 3 

i a - 8 f 

( 2 2 6 . 9 ) ( 3 9 8 . 3 ) 
( 2 6 . 1 ) ( U 0 . 7 ) 

March Apr i l May 

6 7 . 2 
7 . 9 

- 3 * 6 
7 . 7 

7 9 ^ 

5 3 . 9 
1 1 . 7 

U 8 . 9 
l i - 5 

2 . 3 UoU I 
7 . 2 J 

ITS WTF 

( 9 2 . 1 ) ( 7 9 . 3 ) ( 6 5 . 6 ) 
( 1 2 . 9 ) ( 2 . 1 ) ( 9 . 9 ) 
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Instalment c r e d i t . New c r e d i t extended by f inance houses rose 
r ap id ly i n March and Apr i l , mainly to f inance automobile purchases» (See 
Table 6 . ) The f l u c t u a t i o n s in new department s to re c r e d i t were almost 
e n t i r e l y seasonal* according to the Board of Trade. However, the gradual 
decl ine i n 196k of department s to re c r e d i t outstanding r e f l e c t s the 
sluggishness of r e t a i l s a l e s . 

Table 6* United Kingdom: Instalment Credit 
" (end of per iod) 

Outstanding 

1 9 6 2 1 9 6 3 Jan. Feb, teidi 5 * 5 , 196k 
New Credit Extended, Index 

5 * 5 , 

of value (1957=100) 
Department s to re s 139 111* 110 107 105 110 — 
Finance houses 9k 129 17b I8I1 209 236 

Credit Outstanding (£ mi l l ions ) 
Department s to r e s + 9 >22 - 1 - 1 - 1 - 2 335 
Finance houses -k9 - +U5 + k +13 +17 +20 668 

Total ~ u o %57 + 3 +15 ^ 1 5 +IB 1,003 

Foreign exchange market„ S te r l ing was under pressure in June as 
con t i nen t i a l commercial banks withdrew funds from London in order to counter 
pressures on t h e i r domestic l i q u i d i t y pos i t i on and, repor ted ly , f o r mid-year 
window dress ing purposes. The spot pound f e l l from 279»95 U.S. cents on 
May 22 t o 279*10 cents on June 26. (See Table 10 and Chart 8 . ) Some s t e r l i n g 
was repurchased forward, reducing the forward discount from 0.79 per cent per 
annum to O.I4.9 per cent per annum between these two d a t e s . (See Table 10 and 
Chart 9 . ) 

The investment do l l a r premium increased as the spot r a t e f e l l , 
advancing from 12.25 per cent on May 28 to 13*50 per cent on June 12. I n s t i t u -
t i o n a l inves tors are reported t o have made subs t an t i a l purchases of U .S. 
s e c u r i t i e s because of the favorable prospects of the U.S. economy p o l i t i c a l 
unce r t a in t i e s in the United Kingdom and doubts about con t inen ta l markets. 

Foreign t r a d e , B r i t a i n ' s p e r s i s t e n t t rade d e f i c i t continued 
through Apri l and May. Owing t o a 10 per cent f a l l in expor ts , the t rade gap 
widened from £67 mi l l ion f o r February-March to £107 mi l l ion in A p r i l . In 
May exports f a i l e d to recover to more than the February l e v e l , and the trade 
d e f i c i t f o r t h i s month remained 70 per cent above the March-May 1963 monthly 
average. (See Table 7 . ) Imports have remained r e l a t i v e l y s tab le from February 
through May. While basic mater ia ls imports dec l ined , there were increased 
imports of semi-manufactures and f in i shed products . 
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Table 7» United Kingdom s Foreign Trade 
(mi l l ions of poundsj seasona l ly ad jus ted5 monthly averages) 

1963 
March Sep t . Dec. March 

Nov, .Feb e May Feb. March Apr i l Majr 
389 U l S U5o U53 U50 U51 L57 k ? o 
337 3kh a / 3 5 2 360 369 3 7 3 337 370 

J - 3 1 3 " 1 2 1 3 1 2 J-2 - 1 3 

-39 —58 —86 - 8 0 - 6 9 - 6 5 - 1 0 7 - 67 

Imports> C . i . f . 
Expor ts , f . o , b » 
Re-expor ts , f , o , b . 

Trade ba lance , 
customs r e t u r n s 

a? The January export f i g u r e i s not comparable to those f o r o ther months 
owing t o a change i n compilat ion procedures . 
Source: U.K.y iBoard of Trade» 

Gold and f o r e i g n exchange r e s e r v e s . In s p i t e of the l a r g e adverse 
t r a d e d e f i c i t i r f A p r i l and May, r e se rves rose by about $$0 m i l l i o n i n each 
of these two months<> (See Table 8 *) However9 some i n t e r v e n t i o n in the 
f o r e i g n exchange market has been repor ted i n June t o counter specu la t ive 
p ressure on s t e r l i n g . 

Table 8@ United Kingdom: Reserve P o s i t i o n 
~ ( In mi l l ions of U,S, d o l l a r s ) ' 

C h a n g e s ; 
i 9 t a -

1963 Jan, Feb, Mar, Apr, May May 3i• i , 

A. Gold and conve r t ib l e 
cur renc ies -1^9 +17 ~U8 +3U +53 +UP, . ?. 

Drawing r i g h t s on IMF - 13 + 3 « 2 
Total - b / -195 +17 ^32 +53 

n . a . 
n.a.-

a7 Apr i l 30, 
5 / To ta l i s reduced by $33 m i l l i o n to take i n t o account the inc rease i n 
r e se rves r e s u l t i n g from U,S* opera t ions i n s t e r l i n g , See» Federa l Reserve 
B u l l e t i n , September 1963 and March 19&L= 
Source: Bank of England and I n t e r n a t i o n a l Monetary Fund, 

Bul l ion market« The London gold market was qu i e t i n May and June, 
with only occas ional s t rong demands f o r gold» The f i x i n g p r i ce remained between 
$3$*080 and $35*085 per f i n e ounce between May 8 and 29, but i t f e l l to 
$35,071 on June 5» During the remainder of June, the f i x i n g p r i c e rose 
g radua l ly reaching $35*085 on June 26, (See Table 9») 
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According t o the Financial Times (May 30, 196U, p»3) the bulk of the 
$218 mi l l ion of gold acquired by the United Sta tes Exchange S t a b i l i z a t i o n Fund 
i n March and Apri l consis ted of gold d i s t r i b u t e d by the London gold poo l . 
The Financia l Times repor t s t h a t » the U.S. i s believed to acquired about 
half of a l l the gold d i s t r i b u t e d by the London Gold Pool# • • • An unusually 
l a rge porport ion of the world ' s gold supply i s being channeled in to the o f f i c i a l 
r e se rves , with a corresponding decl ine in hoarding and specula t ion•" 

Table 9 , London Fixing Pr ice f o r Gold 
~ ( in U.S. d o l l a r s per f i n e ounce) 

April 3 35.082 May 8 35.083 June 5 35.071 
10 35.071 15 35.082 12 35.075 
17 35.081 22 35.081 19 35.076 
2h 35.085 29 35.082 26 35.085 

May 1 35.071 

Source: Bank of England. 

Europe and Br i t i sh Commonwealth Section» 

II» Nine Charts on Financia l Markets Abroad 

Chart 1 - In t e rna t iona l Money Market Yields f o r UoS, 
Dollar Investors 

Chart 2 r I n t e r e s t Arbi t rage, United States/Canada 
Chart 3 - I n t e r e s t Arbi t rage , New York/London 
Chart it - I n t e r e s t Arbitrage f o r German Commercial Banks 
Chart 5 - Short-term I n t e r e s t Rates 
Chart 6 - Long-term Bond Yields 
Chart 7 - I n d u s t r i a l Stock Indices 
Chart 8 - Spot Exchange Rates » Major Currencies Against 

U.S. Dollar 
Chart 9 - 3-month Forward Exchange Rates 
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Table 10 . United Kingdoms Treasury B i l l Y ie ld s and Exchange Ba tes 
- 1 0 -

0 7 ~ 
Treasu ry b i l l a r b i t r a g e 
U.S . D i f f e r - 3 - a o , 

ence pound*/ 

c a l c u l a t i o n 
I n f a v o r 

UJC. b i l l 

Spot London d e p o s i t r a t e s 
pound U.S» Loca l 
Z jJ,S, , d o l l a r a u t h o r i t y 
c e n t s ) - ' (3-MO.) 

1963 
High 3.58 3 . # .26 - . 0 3 +.23 280.59 a . 6 2 a . 8 8 
Low 3 .31 2 .85 .a6 -1 .08 -062 279.59 3.56 a.06 

196a 3.56 

March 20 a.16 3.52 .6a -.71 - . 0 7 279.82 a . 2 5 5.12 26 a . 1 6 3.52 ,6k -.71 - . 0 7 279.81 a.25 5.12 
A p r i l 3 a . 1 6 3.50 .66 - . 7 7 - . 1 1 279.88 a.25 5.06 

10 a . 1 6 3.aa .72 — 0 76 - .oa. 279.85 a . 2 5 k,9k 
17 a.16 3.a5 . 71 - . 7 6 - . 0 5 279.87 a . 2 5 ko9k 2a a . 1 6 3.a3 .73 -.76 —.03 279.97 a . 1 9 a.9a 

May 1 a . 1 6 3 .k3 .73 - . 7 6 - . 0 3 280.00 a . 1 9 5 .00 8 a . 1 6 3.L7 .69 - 0 76 - . 0 7 279.96 a . 2 5 5 .00 
15 - a . 2 5 3.a5 .80 - . 7 7 + .03 279.92 a . 2 5 5 .00 
22 a . 2 5 3.a5 .80 -.79 +.01 279.95 a . 1 9 5.00 

June 1 a . 2 5 3.a5 .80 -.7a +.06 279.69 b / a . 2 5 b / 5 . 0 0 
5 a . 3 2 3.a5 .87 - . 6 6 + .21 279.53 a . 3 1 - 5 . 0 3 

12 a . 3 2 3oU6 .86 - . 6 0 +.25 279.aa a.38 5.00 
19 a . 3 2 3.a6 .86 - . 5 7 + .28 279.a2 a . 3 8 5.00 26 a.35 3.a5 .90 -,a9 +.ai 279.10 a. 38 5.00 

f / C e r t i f i e d N. Y. noon Duying r a t e , —^ May 29 

Table 11 . United Kingdom: S e l e c t e d C a p i t a l Market Y ie ld s 

1?63 
High 
Low 

196U 
March 

A p r i l 

May 

June 

J 

19 
25 

2 
9 

16 
23 
30 

7 
Ik 
21 
28 
h 

11 
18 
2£_ 

5% 
1967 

5 .02 
a . 3 8 

S . o o 
a . 9 7 
L.95 
L.95 
5.00 
a . 97 
a . 95 
a.95 
a . 9 2 
a . 92 
a . 9 0 
a . 9 2 
a.95 
5.08 
5 .08 

U.K. Government bond y i e l d s 
3% 5 - 1 / 2 ? 3-1/2% 2-1/2% 

1965-75 2008-12 "War Loan Consols 

f i n a n c i a l Times] 
D i f f e r e n c e between 

5 . a a 
a . 7 6 

5 .a? 
5 . a 3 
5 . a 3 
5 . a 9 
5 .55 
5 .57 
5.57 
5.60 
5.58 
5 6 0 
5 . 6 1 
5.65 
5 .65 
5 .69 
5 . 70 

6.00 
5 . a 5 

5 ,98 
5 .95 
5 .88 
5 . 9 5 
6.00 
6,10 
6.10 
6.12 
6.10 
5.1? 
6.1u 
6.15 
6.20 
6 .20 
6.18 

6.12 
5 .68 

6.06 
6 . 0 5 
5 .95 
6.02 
6.12 
6 .19 
6 .17 
6.20 
6.16 
6.1? 
6 .19 
6 . 2 5 
6 .27 
6 .29 
6 ,22 

5.98 
5 .39 

92 
90 
83 
89 
00 
oa 

6 . 0 5 
6.08 
6 . 0 3 
6.08 
6.od 
6.12 
6.12 
6 .13 
6 ,07 

Share 
y i e l d 

a / 

5.06 
a . 1 3 

a . 3 7 
a .38 
a . 2 9 
a . a i 
a . 2 9 
a . 3 1 
a . 3 i 
a . 3 9 
a . a s 
a .6i 
a . 6 9 
a . 7 3 
a , 6 8 

1 . 5 5 
1.52 
1 .5a 
i . a e 

,71 
• 73 
7k 
69 
55 
a? 
39 
39 

i .aa 
i , a 9 
i . a 2 

117 o 2 
95.6 

113.7 
113*3 
113.6 
113 .a 
116.2 
116.8 
116.9 
115 
113 
113. 
I l l , 
110, 
111, 
113 

2 
8 
a 
5 
o 

113 ,3 
A c t u a r i e s 
y i e l d on 2 

500 Share Index (Apr i l 10, 
• l /2 p e r c e n t Consols and 

1962=100) = Share prices are av^. 
sha r e y i e l d » 
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