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Germany: Money and Cap i t a l Markets, September-October 196U 

German f i n a n c i a l markets have entered a per iod of c r e d i t s t r i ngency 
brought about in major p a r t by a ce s sa t i on of e a r l i e r l a rge balance-of-payments 
su rp luses and the 10 per cen t r i s e i n reserve- requi rements in t roduced on 
August 1 . Although the outf low of long-term p r i v a t e c a p i t a l from Germany 
has v i r t u a l l y ceased—indeed, inf lows were recorded in Ju ly and August, the 
l a t e s t a v a i l a b l e months—a sharp ly c u r t a i l e d t r a d e surp lus has r e s u l t e d i n the 
reduc t ion of a major source of new r e s e r v e s t o the banking system, F u r t h e r -
more, s easona l ly l a rge Governmental balances a t the Bundesbank have reduced 
bank l i q u i d i t y . 

The money-market has been very difficult even after the mid-
September tax date had passed. Day-to-day money stood between 3-5/8 and 
it per cent in late September and three-month money rose to 5-1/2 per cent in 
October. The banks reportedly reduced their holdings of money-market paper 
in September below the levels of the previous year and the volume of loans 
available in the money-market has been small. Much of the bank demand for /• 
liquid funds has spilled over to the discount window where borrowings out-
standing reached the sum of over DM k billion ($1 billion), nearly twice' 
the level of a year earlier, before declining somewhat to DM 3,7 billion 
($925 million) on October 23» Under these conditions, Bundesbank President 

/ Blessing suggested in late October, that an increase in the discount rate 
might be justified according to classical theory, but he thought this would 
only stimulate inflows of funds from abroad, 1/ 

The bond and s tock markets have weakened i n the September-October 
pe r iod , a f f e c t e d by the t i g h t c r e d i t cond i t ions and by Chancellor E rha rd ' s , 
dec i s ion t o p re s s f o r passage of t he 25 per cent t ax on non-resident . -held 
f i x e d - i n t e r e s t s e c u r i t i e s in una l t e red form, The y i e ld on the Federa l R a i l -
road Bond (1958-83) rose from 6,32 pe r cent per annum i n e a r l y September to 
6»Ul per cen t a t the end of October, Stock p r i c e s , as measured, by the index 
of the F r a n k f u r t e r Allgemeine Zei tung, f e l l by about 6 pe r cen t i n the same 
p e r i o d . (See Table 1 . ) 

Not only was the balance-of-payments i n approximate balance in the 
^ t h i r d q u a r t e r of t he y e a r , but holdings of gold and fo re ign" extiliange rose only 

by about $8 mi l l i on from August t o October 23, and cond i t ions i n the f o r e i g n 
exchange market were q u i e t . The D-mark showed temporary s t r e n g t h because of 
commercials bank r e p a t r i a t i o n s of funds between l a t e September and l a t e October, 

l 7 F r a n k f u r t e r Allgemeine Zei tung, October 21, 196U 
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Table 1, Germany: 
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Selected Financia l Ind ica to r s , March-October, 1961*. 

Bond Yields 
Railroad bond 

(1958-83) * 

•Stock Pr ice Index 
Industr ials-

? (December 31, 
1958=100) 

March 
20 

5 . 8 U 

209.22 

May 
29 

Change from preceding date t o : 
July 

3 1 
Septo 

k 
Oct. 

2 
Oct. 

30 

+0,U3 +0.07 -0o02 40.09 

-13.82 +3»79 +9,33 -2,57 -13.3k 

Oct. 
30 

6.WL' 

192,61 

Exchange Rates: 
Spot DM 

(U.S. cents ) 
Forward 

{% per annum) 

25.161 

+0.9 

(Absolute Values) 

25.16U 25.150 25.150 25.158 25.152 

+0.U +0.8 +0.6 0.0 0.0 

but the spot r a t e f l uc tua t ed narrowly around 25.16 U.S. cents throughout most of 
the. pe r iod . The thre_e-month forward D-mark declined from a premium of 0.6 per 
cent in e a r l y September t o the spot r a t e in October as the forward cover-date 
moved pas t the year-end. 

R e s t r i c t i v e new budget: continued heavy cash needs. Because of f e a r of 
p o t e n t i a l i n f l a t i o n , the Government has presented a " r e s t r i c t i v e " budget f o r 
1965 which c a l l s f o r an increase i n expenditures of near ly 6 per cent—an amount 
l e s s than the an t i c ipa ted increase in tax l i a b i l i t i e s a t I96I1 r a t e s and not f a r 
above the 5 per cent l i m i t i n expenditure increases suggested by the EEC Commission. 
However, passage of t ax reduct ion l e g i s l a t i o n , which i s expected t o occur i n 
e a r l y November, would r e s u l t i n continued borrowing needs. The required funds , 

^now t h a t fo re ign p a r t i c i p a t i o n in the German 'capi tal market i s no longer a major 
cont r ibut ing f a c t o r , may prove r a t h e r d i f f i c u l t to r a i s e . The income t ax 
reduct ion of DM 2,8 b i l l i o n ($700 m i l l i o n ) , as proposed, by the Government would, 
according t o Finance Minis ter Dahlgruen, r e s u l t in borrowing requirements of 
DM 2,25 b i l l i on : ($563 mi l l ion) i n 1965, equal t o those of 196U. However, a more 
generous cut of DM 3*2 b i l l i o n ($800 mil l ion) has a l ready been accepted by the 
Bundstag and w i l l probably a l so be passed by the Upper House. 

S ta te and l o c a l government expenditures a re expected t o r i s e more r ap id ly 
than Federal expenditures i n 1965. Because the S ta te governments share i n the 
proceeds of the income t ax , the Federal Government has suggested t h a t the proposed 
tax reduct ion would be restrictive i n t h a t i t might c u r t a i l l o c a l government 
expendi tures , ' 
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Secur i ty markets weaken 0 Reduced turnover and renewed weakness 
i n the s e c u r i t i e s markets developed out of. a marked r e luc t ance on the p a r t 
of the pub l i c t o en te r the market dur,ing t h e per iod September-October. • 
I nd i ca t i ons t h a t the Chancellor was determined to secure t he passage of the 
2S per cent withholding tax, i n una l t e red form cont r ibu ted t o cau t ion on the 
p a r t of inves to rso Complete agreement wi th in the Government on the importance 
of quick passage of the measure i s » however« lacking and d i f f e r e n c e s may' 
become more apparent during the Bundestag Finance Committee hear ings on the 
measure which a r e scheduled to* begin on November 12 0 

The weakness of domestic market demand i s undersecured by the f a c t 
t h a t the heavy f o r e i g n sa l e s of German s e c u r i t i e s 9 which had occurred i n 
e a r l i e r months of the year 5 have'"leased f o r the -present 1 t ime, and the l a rge 
demands upon the German market made e a r l i e r i n the year by f o r e i g n borrowers 
have slackened« (See Table 2 0 ) Thus3 cu r ren t market movements r e f l e c t 
domestic developments t o a l a r g e r ex t en t than a t any time s ince the announce-
ment of the withholding lax 'proposal .in March o ' ? 

A f t e r reaching a temporary peak i n e a r l y S e p t e m b e r s t o c k market 
p r i c e s f e l l s t e a d i l y s they were 6 p e r ' cent lower in l a t e October as measured 
by the index of the Frankfur ter*^l lgemeine Zeiiyngo ' 

Some, DM 1 b i l l i o n ($2^0 mi l l i on ) of new i n d u s t r i a l and Federa l 
Government i s s u e s were absorbed by the bond market i n September and e a r l y 
Octobero However„ s p e c i a l concess ions t o market condi t ions had t o be made 
t o he lp f l o a t a DM U00 m i l l i o n i s sue by the Federa l Government on October 1 
a t 6 p e r cen t and pr iced at- 98 e The Bundesbank again engaged i n a l i m i t e d 
amount, of purchases -of older s e c u r i t i e s o These were sold by f i n a n c i a l 

' s ta t ions t o enable them to buy i n t o the new i ssue i n order to ob ta in the 
bonuses paid f o r i n i t i a l block purchases 0 The p r i ce of outs tanding 6 pe r 
cent i s s u e s was allowed to f a l l somewhat below 98 f o r the f i r s t time, s ince 
the announcement of the proposed 25 per cent withholding t ax in March0 
F u r t h e r t h e ma tu r i ty of the new i s sue was l imi t ed to t he r e l a t i v e l y sho r t 
per iod of 10 years« 

Despi te these f a c t s 0 market r e c e p t i o n of the new i s sue was unen thus i - . 
a s t i c o, There was an improvement in the tone of the market as the volume of 
new i s s u e s tapered of f a f t e r the e a r l y p a r t of October s however t h i s proved 
t o be only temporary» The y i e l d of a r e p r e s e n t a t i v e pub11© i s s u e ( the R a i l -
road Bond of 1958-83) rose from 6„32 per cent per annum in e a r l y September 
t o 6*1:1 per cent on October 30 o / -

' T h e Government has announced i n t e n t i o n s of p a r t i a l l y d e n a t i o n a l i z i n g 
V»EoB0Ao (Vereinigte E lek t - r i z i t a t s -und Bergwerk"-AG )*a major coa l and 
e l e c t r i c i t y p r o d u c e r b y an i s sue of shares f o r c a p i t a l r a i s i n g purposes i n 
the spr ing» The Government- w i l l maintain'; major i ty ownership s however| the 
i s s u e i s expected not to exceed DM 500 mi l l ion ($12^ mi l l i on )„ The dena t i on -
a l i z a t i o n of VoEoBoAo r ep re sen t s a f u r t h e r s t ep in the Government's program ' , 
t o spread the ownership of p rope r ty and,, l i k e the previous sa le of shares 
i n Volkswagenj, happens t o come i n an e l e c t i o n year e 
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Table 20 Germanyt Gross Placements in Secur i ty Markets 
. • Second Quarter 1963-August 196U If 

(mi l l ions of DM, mon^h or monthly average) 

, "Occasional" borrowers bonds; 
I n d u s t r i a l •' . 
Publ ic a u t h o r i t i e s 
Foreign i s s u e r s 
Other bo Ads £ / ' . 

^ Tota l ' ' 

Mortgage and .communal' |ponds 

Gross share placements 

Tota l s e c u r i t y placements 
a t i s sue value 

1 9 6 3 * 1 9 6 h 

1/ Market v a l u e . " ~ 
2 / Mostly bonds of spec i a l i z ed c r e d i t i n s t i t u t i o n s , 
j / ^Includes medium-term notes (Kas senob l iga t ionen) e 
Sources 'Deutsche Bundesbank Monthly Report0 Table V, 6 

• I L I I I IV I I I June J u l y August 

8 8 
. U 5 l 

1 6 6 1 1 7 7 0 1 9 5 2 U 6 7 8 3 9 8 8 
. U 5 l 3 2 8 k2h 3 2 5 UUO 1 8 U 3 9 8 

—— — — 2 0 U 6 1 7 7 3 5 2 1 5 6 
m 1 8 0 1 7 2 3 1 6 1 3 8 m 3 3 1 3 1 0 

6 9 2 6 7 U m 9 2 7 M ]b9 7 U 7 

5 7 8 5 7 5 6 7 2 9 5 9 6 6 8 636 7 0 2 5 3 8 

1 2 7 0 1 2 U 9 i U o 5 1 8 8 6 l g Q 3 1 7 8 8 ' 1 U 5 1 1 2 8 ; 

J J J . 1 1 6 - M 2 2 5 308 _ 3 0 1 2 9 0 ' 

1 3 6 6 1 5 2 1 2 0 3 1 1 7 2 8 2 0 9 6 1 7 5 2 1 5 7 5 

~ 

" e Money-market t i g h t 0 The money-market has been a c l e a r i n d i c a t o r 
of the t i g h t n e s s i n the German f i n a n c i a l markets, p a r t i c u l a r l y s ince mid-
September, as renewed c r e d i t demands were made upon a c r e d i t base r e s t r i c t e d 
by the August r i s e i n r e se rve requirements„ 

.t _ The f i rmness of the market was due i n l a rge p a r t t o cash needs 
a s soc ia t ed wi th t he mid-September q u a r t e r l y t a x d a t e , but the market a l s o 
remained d i f f i c u l t t h e r e a f t e r e Governmental balances a t the Bundesbank 
continued h i g h . During t h e l a s t week of September, day- to-day and t h r e e -
month money reached U per cent and U-3/8 per cen t r e spec t ive ly» (See 
Table 3») Commercial bank holdings of money-market paper were repor ted to 
be a t DM U00 mi l l ion ($100 mi l l i on ) below year-ago f i g u r e s and o f f e r s of 
loans i n the money-market were r epo r t ed t o be extremely small„ 
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Table 3« Germany? Money Market Rates i n F rankfu r t 
July "September, 196U l 7 " 7 

( in per cent per annum)"* ' 

Ju ly • 1 - 7 
' 8 - 1 5 

16-23 
21-31 

August 1 - 7 
8 -15 . 

16-23 
' 2 h ~ 3 1 

September 1 - 7 
• 8-15 
16-23 
21-30 

October • 1 - 7 
8115 

S 3 

Day-to-day money 

3-1/U - 3-3/8 
3 - 3-X/h... • 
3 - 3 - 1 / 2 
3 - 3 - 3 / U ' 

3 - 1 / 2 - 3 - 3 A 
3 - 5 / 8 - 3 - 7 / 8 ' 
3 - 3 / U - It 
2 - 3 A - 3 - 7 / 8 

3 - 3 / 8 - 3 - 3 / U 
3 - 3 / 8 - 3 - 5 / 8 

; 3 - 5 / 8 - 3 - 7 / 8 
. 3-3/U - U 

3 - 3 / U - 3 - 7 / 8 
3 - 7 / 8 . 

• 3 - 7 / 8 —' U 
2 - 1 / 2 - 3 - 3 / U 

Three-month loans 

3 - 5 / 8 
3 - 5 / 8 - 3-3/U 

- 3 - 5 / 8 - 3 - 7 / 8 
; • . 3 - 3 A -

3 - 5 / 8 - 3 - 7 / 8 -
3 - 7 / 8 • 

;• 3-7/8 - U 
3 - 7 / 8 - U - l A 

U - U - l A 
U - U - l / 8 

3 - 7 / 8 - U - l / 8 
: U - • U - 3 / 8 

:• 5 - i A - 5 - 1 / 2 
5 - i / U - 5 - 1 / 2 

' 5 - 1 / 2 
5 - 3 / 8 - 5 - 1 / 2 . 

17 Highest and lowest rates quoted each week by Frankfurt banks. 
"Source: Deutsche Bundesbank0 

Ant ic ipa t ion of year-end l iqu id i ty needs.was r e f l e c t e d in, t h r e e -
month money r a t e s during October which rose to -5 -1 /2 per cent—2-1/2 per cent 
higher than the discount r a t e* The value of d iscounts reached .a l e y e l of 
over DM U b i l l i o n ($1 b i l l i o n ) i n e a r l y October/ nea r ly tw ice ' a s high as t h a t 
of a year e a r l i e r , prompting Bundesbank Pres ident Blessing t o suggest t h a t , 
according t o c l a s s i c a l t heory , a r i s e i n the d iscount r a t e might be j u s t i f i e d 
under these circumstances e But he thought t h i s would only lead t o f u r t h e r 
inf lows of shor t - t e rm c a p i t a l . He added t h a t in t h e event of a resumption . 
of heavy German borrowing abroad, d i r e c t con t ro l s on c a p i t a l inf lows as 
pos s ib l e under A r t i c l e 23 of the f o r e i g n t r ade law or other measures might 
be cons idered , 1 / 

The banks are repor ted t o have r e p a t r i a t e d funds from abroad 
and a l s o t o have increased t h e i r f o r e i g n borrowing during September in an 
e f f o r t to ease t h e i r domestic pos i t ion* The ne t fo re ign p o s i t i o n of t h e 
commercial banks decl ined by about $96 mi l l ion in September, according t o 
p re l iminary f i g u r e s , and a s u b s t a n t i a l p a r t of the swaps made a t f avorab le 
forward r a t e s by the Bundesbank with the commercial banks f o r purposes of 
investment in U.S„ Treasury b i l l s were l iqu ida ted» 

l7 F r a n k f u r t e r Allgemeine Zeitung, October 21, 196lu 
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Externa l payments c lose t o balance» A reduct ion i n the t r ade 
s u r p l u s , heavy seasonal outpayments on the s e r v i c e s account and l a rge 
o f f i c i a l payments r e s u l t e d in a balance-of-payments d e f i c i t of DM 193 
m i l l i o n (|U8 mi l l i on ) i n Ju ly , (See Table Lu) The ne t inf low of p r i v a t e 
long-term c a p i t a l during the month was l a r g e l y a t t r i b u t a b l e to f o r e i g n 
purchases of newly issued shares of German s u b s i d i a r i e s of f o r e i g n companies, 
which were l a r g e r than the n e t f o r e i g n sa l e s of German f i x e d - i n t e r e s t - b e a r i n g 
s e c u r i t i e s , -

r During August, a small amount of n e t repurchases of German f i x e d -
i n t e r e s t s e c u r i t i e s by f o r e i g n e r s kept the long-term p r i v a t e account in 
su rp lus - The improvement i n the balance-of-payments dur ing August when a 
surp lus of DM b3 m i l l i o n ($11 m i l l i o n ) was r eached , however, was mainly 
due to reduced o f f i c i a l outpayments„ Pre l iminary da ta suggest r e l a t i v e 
balance i n September, * 

Table U* Germany: Balance of Payments, 
Third q u a r t e r 1963-August 196U 

. ~~ ( i n m i l l i o n s of DM) 

1 9 6 3 1 9 6 k 
I I I J E L t I I June Ju l2 August 

1 , Goods and Services 
Trade balance 1 2 6 3 2860 2227 19UU 1+36 1U7 126 
Services - 539 27 U 37 - 77 -126 - 2 5 6 -220 

• To ta l j m E E 22m 1 8 5 7 - 3 1 0 . - 1 0 9 Z 2 5 
2 f O f f i c i a l Payments 

/ / Donations -1290 -105U - 1 0 9 3 - 1 3 7 6 - 3 8 6 -U69 - 3 1 7 
• Long-term c a p i t a l - 1 2 3 - U71 - 176 - 230 - 57 - 8 1 78 

Short - term c a p i t a l 592 - 1 2 9 6 - 382 15 20 50 - l i t 
To ta l - 3 H -2H21 - 1 R I - 1 5 * 1 3 0 ^ 0 0 H I 

3 . P r i v a t e C a p i t a l 
Long-term 838 5 8 3 " U35 : 955 - 2 5 5 1U2 36 
Shor t - te rm 2 / 206 U53 - 618 1 6 2 219 - 67 2U1 
Er ro r s and dEissions. 209 - 1 3 9 9 90U 582 U92 3U1 1 1 3 

Tota l 12^3 -zm ~72l - 2 1 1 ~W> __390 

Surplus or D e f i c i t ( - ) 1 1 # - 22 133k 6 5 Jh3 ^ 1 9 3 h2 

l 7 P re l iminary , 
2?/ Inc ludes commercial bank c a p i t a l o the r than f o r e i g n exchange a s s e t s , 
Source: Basic d a t a from Bundesbank and I n t e r n a t i o n a l F i n a n c i a l S t a t i s t i c s 
rear ranged by a u t h o r , ' ] 
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O f f i c i a l r e s e r v e s show s t a b i l i t y . O f f i c i a l ho ld ings of gold and 
f o r e i g n exchange have changed only l i t t l e f rom August through October 2 3 . 
Bundesbank i n t e r v e n t i o n i n t h e market has been i n f r e q u e n t . Holdings d e c l i n e d 
by $26 m i l l i o n i n August and i n c r e a s e d by $33 m i l l i o n i n September, r e f l e c t -
i n g f i r s t commercial bank s h i f t s t o f o r e i g n a s s e t s and then t h e r e p a t r i a t i o n 
of t h e s e a s s e t s t o ea se domest ic l i q u i d i t y n e e d s . (See T a b l e d . ) Reserve 
changes have been n e g l i g i b l e d u r i n g t h e f i r s t t h r e e weeks i n Oc tober . 

The premium on t h e forward D-mark of 0 . 2 5 per c e n t o f f e r e d by t h e 
Bundesbank f o r commercial bank inves tment i n U.S. T reasu ry b i l l s compares 
wi th t h e market r a t e of v i r t u a l p a r i t y f o r most of October , and t h e r e f o r e , 
c u r r e n t l y o f f e r s no s p e c i a l i n c e n t i v e f o r t h e e x p o r t of s h o r t - t e r m f u n d s . 

Table 5 . Germany: Changes i n Reserve P o s i t i o n , 1963-October I96I4 
( i n m i l l i o n s of U.S. d o l l a r s ) 

1963 
Jan . -
Dec. 

196k 

I I I I I June J u l y August S e p t . 

A. Bundesbank gold 

E s t i m a t e d . 
a / . Not a v a i l a b l e . 
Sources IMF, I n t e r n a t i o n a l F i n a n c i a l S t a t i s t i c s ; Bundesbank, Monthly R e p o r t . 

Oct J : ' 
1-23 

Gold 16U 110 128 68 11 36 22 10 
Fore ign exchange U91 -9k -8U -170 226 -1U5 -U8 23 1 

T o t a l IE "EH. -102 237 -109 33 " 1 

B. Drawing r i g h t s on IMF . 35 92 5U — 69 - 8 8 £/ 
C. Commercial banks 

f o r e i g n exchange 73 236 - 7 1 ja -207 68 12 -39 

T o t a l A through C m 3UU 27 - 6 1 99 === 2 a / 

S e p t e M b e r - S f ^ f f s ^ s « c ^ t T o n ^ 
September 2 5 — l a r g e l y because of commercial bank r e p a t r i a t i o n of f o r e i g n 
funds t o meet the q u a r t e r l y t a x payments i n mid-September. I t remained 
s t e a d y a t about 25.158 U.S. c e n t s throughout t h e f i r s t h a l f of Oc tobe r . 
The three-month fo rward D-mark f e l l from 0 . 6 pe r cen t premium a t the b e g i n -
ning of September t o no premium du r ing t h e major p a r t of Oc tober . 
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Trade balance shows sharp d e c l i n e i n t h i r d q u a r t e r . The monthly 
s e a s o n a l l y - a d j u s t e d t r a d e ba lance f o r t he t h i r d q u a r t e r of 19 6h averaged 
DM 260 m i l l i o n ($6£ m i l l i o n ) , a sha rp d e c l i n e from t h a t of e a r l i e r p e r i o d s • 
I t was t he lowest ba lance s ince t h e f o u r t h q u a r t e r of 1962. (See Table 6 . ) 
Imports r o se s h a r p l y , r e f l e c t i n g i n c r e a s i n g domest ic economic a c t i v i t y as 
w e l l as t h e r e d u c t i o n irf t a r i f f s on Ju ly 1 . Third q u a r t e r impor ts were 7 per 
c e n t above those i n t h e second q u a r t e r and 10 pe r cen t above t h e yea r - ago 
l e v e l . A d e c l i n e i n s e a s o n a l l y - a d j u s t e d e x p o r t s of about 2 p e r c e n t r e l a t i v e 

• t o the second q u a r t e r may, i n p a r t r e f l e c t inadequa te ad jus tment f o r l onge r 
v a c a t i o n p e r i o d s . 

Table 6 . Germany: Merchandise Trade , 1963-September 196U 
( s e a s o n a l l y a d j u s t e d monthly or monthly ave rage , i n DM b i l l i o n s ) 

1963 

196L 

I . 
I I • 

. I l l 
IV . 

I 
I I V h i y , 
June 
J u l y 
August 
September V 

Expor ts Imports I n d u s t r i a l goods Trade 
f . o . b . c . i . f . Inroorts ba lance 

h . h $ h .12 3 .11 .33 
h . 8 5 h.hO 3 .33 .k$ 
$ .00 h.S7.. - 3 - h i •h3 
5 .07 h .30 3 .21 .77 

5.3k 3.h6 3.38 .88 
p . h i a . 7 1 3.So .70 
3 .29 5.oh y .26 
2.68 h.97 3.67 . 7 1 
^ h h > . l h 3.92 .30 
2.0k h .8h 3 .65 .20 
5-h0 S.13 a/ .27 . 

l7 Preliminary- ~ 
a / Not a v a i l a b l e . 
Source: Deutsche Bundesbank. 

Europe and B r i t i s h Commonwealth Sec t i on 

I I . Nine Char t s on F i n a n c i a l Markets Abroad . 

Char t 1 

Chart 2 
Chart 3 
Char t h 
Chart S 
Chart 6 
Char t 7 
Chart 8 

Chart 9 

• I n t e r n a t i o n a l Money Market Yie lds f o r U.S. 
Do l l a r I n v e s t o r s 

• I n t e r e s t A r b i t r a g e , United S ta tes /Canada 
I n t e r e s t A r b i t r a g e , New York/London 

. I n t e r e s t Arb i t r age f o r German Commercial Banks 
S h o r t - t e r m I n t e r e s t Rates 
Long-te'rm Bond Yie lds" 
I n d u s t r i a l Stock Ind ices 
Spot Exchange Rates - Major Cur renc ies Agains t 

U.S. Do l l a r 
3-month Forward Exchange Rates 
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Table 7 * Germany! s ° i ^ H Mrmev Market Y ie lds and Exchange Ra te s 
" - (per cent p e r annum) 

- 9 -

3-mo. Euro -
d o l l a r d e -

p o s i t s 
London 

1 9 6 k - J an . 3 1 U=12 

March 27 
May 2 9 
J u l y 31 
August: 7 

' l U 
21 
28 

U 
11 
18 
25 

2 
9 

16 
2 3 
3 0 

Sept 

Oct , 

U , 2 5 
a , i ? 
w i 
U e l 9 
U . 2 5 
U . 2 5 
U . 2 5 
U .25 
U.25 
U . 1 9 
U . l ? 
u»uu 
U . 5 o 
U . 5 o 
U . 5 o 
U . 5 o 

3-mo. i n t e r -
bank loans 

F r a n k f u r t 

3 . 3 1 

3.50 
3 . 6 9 
3 . 7 5 
3 . 7 5 3,88 
3 » 9 U 
L.12 
L . 1 3 
U . 0 6 
U . o o 
U . 1 9 
n . a . ' 
n . a . 
n . a . 
n . a . ' 
n . a . 

Spread 
i n f a v o r . 

London 

+0.81 

+ 0 . 7 5 
+ 0 , 5 0 
+0.56 
+ 0 . U U 
+ 0 . 3 7 
+ 0 . 3 1 
+ 0 . 1 3 
+0.12 
+ 0 . 1 9 
+ 0 . 1 9 
0.00 

n . a , 
n . a , 
n . a . 
n . a . 
n . a . 

3-mo * U.S. $ 
i n t o Marks . 

Comm. 
ten*- Market 

+ 0 . 7 5 + 0 . 8 

+ 0 . 5 0 + 0 . 9 
+ 0 . 5 0 + o . U 
+ 0 . 2 5 +0.8 
+0.25 +0.6 
+0,25 +0.6 
+0.25 + o . U 
+0.25 +0.5 
+0.25 +0.6 
+0.25 +0.6 
+0.25 + 0 . 5 
+0.25 + o . U 
+0,25 0 . 0 
+0.25 0 . 0 
+0.25 0 . 0 
+0.25 - 0 . 2 
+0.25 0 . 0 

3-mo. T r e a s . b i l l s 

U.K. 

3 . 6 1 

U . l 6 
U . 2 5 
U . 5 0 
U . 5 0 
U . 5 0 
U . 5 o 
U . 5 o 
U . 5 o 
U . 5 0 
U . 5 o 
U . 5 0 
U . 5 0 
U . 5 3 
U . 5 9 
U . 5 9 
U . 5 9 

Ger . 

2 . 6 3 

2 . 6 3 
2 . 6 3 
2 . 6 3 
2 . 6 3 
2 . 6 3 
2.63 
2 . 6 3 
2 . 6 3 
2 . 6 3 
2 . 6 3 
2 , 6 3 
2 . 6 3 
2 . 6 3 
2 . 6 3 
2 . 6 3 
2 . 6 3 

U.S. 

3 . U 8 

3 . 5 2 
3 . U 6 
3 . U U 
3 . U 7 
3 . U 8 • 
3 . U 8 
3 . U 6 
3 . U 8 
3 . 5 0 
3 . 5 2 
3 . 5 2 
3 . 5 3 
3 . 5 6 
3 . 5 6 
3 , 5 6 
3 . 5 3 

Table R. Germanys 

1963 - November 
December 

196U - January 
February 
March 
A p r i l 
May 
June 
Ju ly 
August 
September 

Comm. 
bank 
l o a n s 

7 . 5 0 
7 , 5 0 

7 . 5 0 
7 , 5 0 
7 . 5 0 
7 . 5 0 
7 , 5 0 
7 , 5 0 
7 . 5 0 
7 . 5 0 
7 . 5 0 

S e l e c t e d Loan, Depos i t and S e c u r i t y Ra tes 
(per cen t p e r annum) 

6-12 mo. d e p o s i t s 

1/ Savings 

3 , 5 6 
3 , 5 0 

3 . 5 0 
3 . 5 0 
3 . 5 0 
3 . 5 0 
3 . 5 0 
3 . 5 0 
3 . 5 0 
3 , 5 0 
3 . 5 0 

Bond y i e l d s 
5-1 /2% P u b l i c 
Railway a u t h o r -

Time V 1958-83-=* i t i e s 

2 . 7 5 
2 . 7 5 

2 . 7 5 
2 . 7 5 
2 . 7 5 
2 , 7 5 
2.75^ 
2 . 7 5 
2 . 7 5 
2 , 7 5 
2 . 7 5 

6 , 0 U 
6 , 0 3 

5 . 9 3 
5.80 
5 - 8 8 
6 . U 9 
6 . 2 3 
6 .36 
6 . 3 5 
6 . 3 3 
6 , 3 U 

6.0 
6.0 

5 . 9 
5 . 9 
6,0 
6.2 
6 . 3 

1 : 1 
6 . 3 

Share 
Yie lds 

3.26 
3,16 

3 . 0 1 • 
2 . 9 3 
2 . 8 3 
2.68 
2.98 
3 . 0 3 
2 . 9 6 
2.90 
n . a . 

Yie ld 
gaP 

2 . 7 
2 . 8 

2 . 9 
3 . 0 -
3 . 2 
3 . 3 
3 . 3 
3 , 3 
3 . 3 
3 . U 
n . a . 

"77 Approved c r e d i t s on c u r r e n t a c c o u n t . • 
2 / Beginning on March 20 , 196U, commercial banks a r e p r o h i b i t e d f rom making 
i n t e r e s t payments on new f o r e i g n owned t ime d e p o s i t s , 
3 / Monthly averages of end-of-week f i g u r e s » ^ 
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I N T E R E S T A R B I T R A G E , U N I T E D S T A T E S / C A N A D A 

R A T E S 3 - M O N T H T R E A S U R Y BIL 

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 C A N A D I A N D O L L A R ! 

S P R E A D I N F A V O R O f C A N A D A 

/ v T | 
I F O R W A R D R A T E | 

RAT 

V s ^ 

E D I P 

N 

1 1 

F E R E l 

! 
k v 

I ! 

N T I A L 

u 

I 1 

1 
W i n 

w v : 

1 . 1 

! 
i F O F 

y i 

i l 

i i 
[ W A R D EXC 
| i 

C E N T I V E I N F A V C 

M i l l 

: H % N 

fA* 

I I 

I 
G E C ( 

L 

1 1 

1 
D V E R 

V 

1 1 1 1 1 I 

A w ' 

I 1 

A y v s 

1 1 1 1 
tt J S D M J S D M J S D M J s " D 

1961 • 1962 " 1963 1964 
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C h a r t 4 

I N T E R E S T A R B I T R A G E ^ F O R G E R M A N C O M M E R C I A L B A N K S 

F r i d a y f i g o 

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

E U R O D O L L A R D E T O S T T R A T E S ~ 1 : ~ 1 T 1 

1 0 A N R A T E 

O l l - A R j O H D O t r J ^ 

G E R M A N T R E A S U R Y I I U S 

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 

F O R W A R D R A T E D I S C O U N T . ( - ) 

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 

N E T I N C E N T I V E : f I I N F A V O R O f F R A N K F U R T M ~ 
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C h d r t 5 
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GERMANY 

I I 1 I I I I II I I I I II I II f I I -I I M I II II II I I I I I I I I I I I I I I I I I I I I K1AJ i 

S W I T Z E R L A N D 

I960 1961 
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H .1.3 
No, 170 November 11, 196U 

ft 
II, Lates t Figures Plo t ted In H. 13 Chart S e r i e s , 196U 

Chart 1 

Upper panel 

(Wednesday, Nov, 11 ) 

„Euro-$ deposit 

U.S. c e r t i f . of deposit 

Lower panels 

(Friday, Nov, 6 ) 

Treasury b i l l s : U.S. 

U.K. 

Canada 

Finance Co. paper: U.S. 

Canada 

Hire-purchase paper, U.K. 

Chart 2 

(Friday, Nov -̂~6 ) 

Treasury b i l l s ; Canada 

U.S. 

Spread favor Canada 

Forward Canadian do l l a r 

Net incent ive (Canada +) 

Chart 3 r 

. (Fr iday, Nov 6 ) 

Treasury b i l l s : U.K. 

U.S. 

Spread favor U.K. 

Forward pound 

Net incent ive (U.K. +) 

Per cent 
per annum 

butt. 

M l 

3^1 

3,63. 

i^a 

1M. 

L2Q. 

LukQ. 

1,62 

UL 
+0,08 

-0 .20 

-0,12 

2-5L 

+ 0 - 9 9 

-Q̂ 90_ 

+0^02. 

Chart 5 

(Friday, Nov- 6 , 
except as noted) 

Treasury b i l l s : 

U.S. 

U.K. 

Germany 

Canada 

Swiss 3-month deposi ts 
(Date: Oct, 1$ ) 

Euro-$ deposit (London) 

Japan: composite r a t e 
(Date: July 31 ) 

Chart 6 

Bonds: 

U.S. govt. s 
(Wed., November h ) 

U.K. war loan 
(Thurs. , November S ) 

German Fed. Railway 
( F r i . , October 30 

Swiss Confederation 
( F r i . , October 30 

Canadian govt. 
(Wed., November U 

Netherlands Government 
Perpetual 

(Fr i* , October 16 

Per cent 
per annum 

3--5U 

L ,S3 

2 , 6 3 

7,986 

it >16 

6.lit 

6,ltl 

W l 

i a k 

It=87 

For desc r ip t ion and sources of data see spec ia l annex to H. 13 Number 164. 
September 23, 1964. Digitized for FRASER 
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