
BOARD O F aovenNome 

May 11, 1966. 

I„ Japan 
I I . Nine C h a r t s on F i n a n c i a l Markets Abroad 

I . J apan : Money and C a p i t a l Markets in March-Apr i l 

The r e c e n t i n c r e a s e s in U.S. i n t e r e s t r a t e s have had an impact on 
J apanese p o l i c i e s d u r i n g the pe r iod under r ev iew. While the s p e c i f i c l e v e l s 
of e f f e c t i v e r a t e s a r e d i f f i c u l t to de t e rmine because of compensat ing b a l a n c e 
r e q u i r e m e n t s and o t h e r f a c t o r s , t h e r e a r e i n d i c a t i o n s t h a t f o r c e r t a i n types 
of bor rowing Japanese domest ic s o u r c e s a r e becoming i n c r e a s i n g l y more 
a t t r a c t i v e than U.S. sources„ In o r d e r to avoid too r a p i d a swi tch to domest ic 
s o u r c e s , the Japanese a u t h o r i t i e s on A p r i l 1 r e l a x e d some of the r e s t r a i n t s 
on f o r e i g n bor rowing . Higher U.S. i n t e r e s t r a t e s were a l s o a major f a c t o r in 
c a u s i n g the Japanese to pos tpone t h i s s p r i n g t h e i s s u e of a $15 m i l l i o n Nippon 
Te legraph and Telephone bond i s s u e in the U.S. 

The J apanese a u t h o r i t i e s would no t welcome a s u b s t a n t i a l or l a r g e 
r e d u c t i o n in J apanese borrowing abroad s i n c e t h i s might r e q u i r e a drawing down 
of r e s e r v e s in o rde r to pay o f f f o r e i g n o b l i g a t i o n s . So f a r t h i s has no t 
occur red in any s u b s t a n t i a l d e g r e e , but some measures have been taken to reduce 
the p o s s i b i l i t y and o t h e r s - a r e be ing r e a d i e d f o r use i f n e c e s s a r y . 

P r e l i m i n a r y d a t a f o r January and February show a d e c l i n e of $80 
m i l l i o n in J apanese borrowing in the U.S. d u r i n g the p e r i o d . S h o r t - t e r m 
bor rowing d e c l i n e d $68 m i l l i o n , wh i l e l ong - t e rm bor rowing d e c l i n e d $12 m i l l i o n . 
(See Table 1 . ) 
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Table 1„ Japan ; S h o r t - and Long-term Borrowing in the U.S. 

Change d u r i n g yea r Change d u r i n g pe r iod 
1964 1965 1966 

1962 1963 1964 1965 IV I I I I I I IV J a n . Feb. 

^ v ^ r t - t e r m c la ims, ! / 
Long^fe^rm c la ims J J 

212 
_50 

431 
175 

632 
181 

-56 
15 

317 
79 

51 
42 

19 
_7 

-125 
- 8 

- 1 
-26 

-69%/ 
- &&/ M.' 

TOTAL 262 606 183 - 4 1 396 113 26 -133 -27 -77 

S e c u r i t y f l o t a t i o n s 141 200 0_ 63 0_ 0 23 20 20 0_ 0 

TOTAL 403 806 813 22 396 113 49 -113 - 7 . 7 7 E / -3E/ 

I/-. U.S. c l a ims on Japan as r e p o r t e d by U.S. banks . 
£ / P r e l i m i n a r y . 
NOTE: The above d a t a on b a n k - r e p o r t e d c l a ims i n c l u d e s u b s t a n t i a l upward r e v i s i o n s 

made by the U\S, T reasu ry f o r the pe r iod s i n c e 1961. The s h o r t - t e r m c l a ims 
i n c l u d e $52 m i l l i o n in December 1961, $150 m i l l i o n in 1964 and $3 m i l l i o n 
in 1965 of p r e v i o u s l y h e l d , but u n r e p o r t e d , c l a i m s . Newly r e p o r t e d 
l o n g - t e r m c la ims i n c l u d e $1 m i l l i o n f o r May 1963, $46 m i l l i o n f o r December 
1963, and $45 m i l l i o n f o r December 1964. In t h e absence of more complete 
i n f o r m a t i o n t h e s e newly r e p o r t e d c l a ims have been a r b i t r a r i l y " a s s i g n e d " 
to the months i n d i c a t e d and i n c o r p o r a t e d in the d a t a on changes i n d i c a t e d 
above. 

Author ized r a t e s on E u r o - d o l l a r d e p o s i t s were r a i s e d f o r d e p o s i t s of 
over one month on March 22, and f o r a l l d e p o s i t s on May 5. (See Table 2 . ) The 
r a t e s a r e now the h i g h e s t t h a t have been p r e s c r i b e d s i n c e t h e J apanese Government 
began to r e g u l a t e them. 

Table 2, Japan : Maximum Author ized Ra t e s on E u r o - d o l l a r D e p o s i t s 

E f f e c t i v e : 12 /30/65 12 /31 /65 1 / 5 / 6 6 2 / 7 / 6 6 3 /22 /66 5 / 5 / 6 6 

Less than 30 days 4 .25 4 . 2 5 4 . 2 5 5 . 0 5 . 0 5 . 5 
1 - 3 months 5 .675 5 . 5 5 .25 5 . 5 5 .875 6 . 0 
3 - 6 months 5 .675 5 .5 5 . 5 5 .675 6 .0 6 .125 
6 -12 months 5 .75 5 . 5 5 . 5 5 .75 6.125 6 .25 
1 yea r and over 6 .0 5 .75 5 .75 6 .0 6 .25 6 .385 

I n t e r n a t i o n a l r e s e r v e s f e l l in A p r i l to $2,098 m i l l i o n a f t e r h a v i n g 
remained s t eady in March a t the al l™time h igh of $2,109 recorded in F e b r u a r y . 
The s e a s o n a l l y - a d j u s t e d t r a d e b a l a n c e r e g i s t e r e d a d e f i c i t of $16 m i l l i o n in 
F e b r u a r y , but i t showed a s u r p l u s of $17 m i l l i o n in March. In the f o r e i g n exchange 
m a r k e t s , the spot r a t e f o r t he yen weakened through m i d - A p r i l . The forward r a t e 
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weakened through mid-March, but s t r e n g t h e n e d somewhat t h e r e a f t e r , and remained 
s t eady through mid-Apr i l „ 

Domestic money c o n d i t i o n s remained easy in February and March because 
of heavy n e t pu rchase s of s e c u r i t i e s by the Bank of J a p a n . S h o r t - t e r m bank 
i n t e r e s t r a t e s d e c l i n e d f u r t h e r , but a t a slower r a t e than d u r i n g the p r e v i o u s 
year„ C a l l loan r a t e s remained s t a b l e „ The s tock market average reached a new 
h igh f o r the yea r on A p r i l 1 of ¥1 ,589 , 56 per cen t h i g h e r than l a s t y e a r ' s low. 
Stock p r i c e s eased d u r i n g the r e s t of A p r i l . 

Money marke t . Money market c o n d i t i o n s remained easy in February and 
March due to heavy ne t p u r c h a s e s of s e c u r i t i e s by the Bank of J a p a n . T r e a s u r y 
n e t r e c e i p t s of ¥149 b i l l i o n in F e b r u a r y , a long wi th a ¥51 b i l l i o n i n c r e a s e in 
the i s s u e of bank n o t e s , did no t q u i t e o f f s e t a ¥224 b i l l i o n i n c r e a s e in n e t 
Bank of Japan c r e d i t , l e a v i n g a ne t expans iona ry impact of ¥24 b i l l i o n „ In March 
t h e r e was a n e t expans ion of ¥28 b i l l i o n from ¥54 b i l l i o n of n e t T reasu ry payments 
and a ¥3 b i l l i o n i n c r e a s e in net Bank of Japan c r e d i t , o f f s e t by a ¥29 b i l l i o n 
i n c r e a s e in new i s s u e s of bank n o t e s , 

I n t e r e s t r a t e s . C a l l loan r a t e s have remained unchanged s i n c e October 1, 
1965. (See Table 3 , ) This c o n t r a s t s w i th t h e May-October pe r iod l a s t yea r when 
they were reduced f o u r t imes„ 

Table 3, Japan; Average C a l l Loan Money Ra te s in Tokyo 
(per c e n t ) 

Overn igh t —̂  Uncond i t i o n a l — Over-month-end —̂  

Throughout Feb rua ry 5 .475 5 .840 -—- 6.570 
Throughout March 5 .475 5 .840 6 .570 
Throughout A p r i l 5 .475 5 .840 - 6 .570 

1/ For s e t t l e m e n t on. t he f o l l o w i n g day . 
2/ Repayable a t a d a y ' s n o t i c e 0 
3/ Repayable a t a d a y ' s n o t i c e in t h e f o l l o w i n g month„ 

The average i n t e r e s t r a t e on commercial bank loans and d i s c o u n t s d e c l i n e d 
f u r t h e r to 7 .58 per c e n t in January and 7.57 per c e n t in F e b r u a r y . The r a t e has 
d e c l i n e d s t e a d i l y s i n c e i t s peak of 7 ,99 per cen t a t the end of 1964. The February 
r a t e of d e c l i n e was low compared to a more r a p i d d e c l i n e in 1965. 

The Japanese a re now f i n d i n g t h a t the? r e c e n t upward t r end in U.S. i n t e r e s t 
r a t e s has i n c r e a s e d the c o s t of l o n g - t e r m impact l o a n s . Th ree -yea r term loans now 
c a r r y r a t e s of 5 . 7 5 - 6 . 0 0 per cen t as a g a i n s t 5 . 5 per cen t l a s t y e a r . The r a t e on 
f i v e - y e a r c r e d i t s ji.s now 6„00- 6E 25 per cen t as a g a i n s t 5 . 7 5 - 6 . 0 0 per cen t e a r l i e r . 
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S i n c e e a r l y December J a p a n e s e f o r e i g n exchange banks have been i n c r e a s i n g 
t h e i n t e r e s t r a t e cha rged on U.S . d o l l a r i m p o r t a c c e p t a n c e b i l l s . Changes were 
made in December, J a n u a r y and F e b r u a r y . On March 14, t h e r a t e on f o u r - m o n t h b i l l s 
was advanced f u r t h e r f rom 7 , 2 5 0 pe r c e n t t o 7 . 375 p e r c e n t ( t h e most p r e f e r e n t i a l 
r a t e ) . S i n c e l a s t December t h e r a t e h a s been i n c r e a s e d abou t 0 . 6 2 5 p e r c e n t a g e p o i n t s . 

Bank l o a n s and d i s c o u n t s . Bank c r e d i t c o n t r a c t e d in J a n u a r y f o r t h e 
f i r s t t ime i n y e a r s , A ¥103 b i l l i o n i n c r e a s e i n s e c u r i t i e s h o l d i n g s , and a ¥5 
b i l l i o n r i s e in l o a n s , was more t h a n o f f s e t by a ¥132 b i l l i o n d e c l i n e in b i l l s 
d i s c o u n t e d c The same month a y e a r e a r l i e r t h e r e was a ¥225 b i l l i o n i n c r e a s e i n 
bank c r e d i t . As a r e s u l t , bank c r e d i t f e l l 0 . 1 pe r c e n t in J a n u a r y compared t o 
a r i s e of 1 . 1 p e r c e n t a y e a r e a r l i e r . The s h a r p d r o p i n d i s c o u n t s may h a v e been 
due i n p a r t t o commerc ia l bank m o b i l i z a t i o n of f u n d s i n p r e p a r a t i o n f o r p u r c h a s e s 
of n a t i o n a l government bonds d u r i n g t h e f i r s t q u a r t e r . 

In F e b r u a r y bank c r e d i t expanded by 0 . 6 p e r c e n t , t w i c e t h e r a t e of a 
y e a r e a r l i e r . A 1 . 1 p e r c e n t i n c r e a s e i n l o a n s more t h a n o f f s e t a 0 . 4 p e r c e n t 
d e c l i n e in b i l l s d i s c o u n t e d . The re was no change i n s e c u r i t i e s h o l d i n g s . 

D e p o s i t s d e c l i n e d by 3 . 7 pe r c e n t i n J a n u a r y and i n c r e a s e d by 0 . 4 p e r 
c e n t in F e b r u a r y , The J a n u a r y d e c l i n e was s l i g h t l y g r e a t e r , and t h e F e b r u a r y 
i n c r e a s e s l i g h t l y l e s s , t h a n t h e c o r r e s p o n d i n g months a y e a r e a r l i e r . . 

From a h i g h of 17 .6 p e r c e n t i n November 1965, t h e p r o p o r t i o n of bank 
c r e d i t ex t ended f o r p u r c h a s e s of c a p i t a l equ ipment f e l l t o 1 7 . 5 p e r c e n t i n 
J a n u a r y and to 1 7 . 4 p e r c e n t i n F e b r u a r y . 

Bank of J a p a n c r e d i t i n F e b r u a r y was h i g h l y e x p a n s i o n a r y , c h i e f l y 
b e c a u s e of heavy n e t p u r c h a s e s of s e c u r i t i e s . (See T a b l e 4 . ) The p u r c h a s e s were 
u n d o u b t e d l y r e l a t e d t o t h e n a t i o n a l government bond f l o t a t i o n s which began in 
J a n u a r y . In March, n e t p u r c h a s e s of s e c u r i t i e s were a l m o s t e n t i r e l y o f f s e t by 
a d e c r e a s e in l e n d i n g . For t h e f i r s t q u a r t e r of 1965, t h e r e c o r d volume of n e t 
p u r c h a s e s of s e c u r i t i e s was o n l y s l i g h t l y o f f s e t by a s m a l l d e c l i n e i n l e n d i n g . 

T a b l e J a p a n : Changes in Bank of J a p a n Loans and H o l d i n g s of S e c u r i t i e s 

Per iod 

(1) 
(2) + (3) 

Net i n c r e a s e (+) 
o r d e c r e a s e ( - ) 

(2) 
Loans: Increase (+) 
- or decrease (-)^ 

(3) 
Net p u r c h a s e s (+) o r 

s a l e s ( - ) of s e c u r i t i e s 

Quarter 
II Quarter 

III Quarter 
IV Q u a r t e r 

+ 2 0 3 . 3 
+ 75 ,7 
+ 1 0 6 . 1 
- 3 2 9 . 6 

+ 3 6 . 7 
+ 1 2 1 . 0 
+ 9 7 . 5 
- 3 0 0 . 5 

+ 1 6 6 . 6 
- 1 9 6 . 7 
+ 8 . 6 
- 2 9 . 1 
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T a b l e 4 ( c o n t i n u e d ) 

(1) 
(2) + (3) (2) (3 ) 

Net i n c r e a s e (+) Loans : I n c r e a s e (+) Net p u r c h a s e s (+) o r 
o r d e c r e a s e ( - ) - o r d e c r e a s e ( - ) s a l e s ( - ) of s e c u r i t i e s 

1965 
I Quarter 

I I Quarter 
I I I Quarter 

IV Quarter 

+ 2 1 7 . 5 
- 1 2 4 . 0 
+ 8 9 . 8 
- 1 2 9 . 8 

+ 2 1 6 . 5 
- 1 4 . 4 
+ 1 3 3 . 1 
- 1 8 2 . 0 

+ 1 . 0 
- 1 0 9 . 6 
- 4 3 . 3 
- 3 1 1 . 8 

1966 
I Q u a r t e r 
J a n u a r y 
F e b r u a r y 
March 

+ 2 7 6 . 0 
+ 4 8 . 9 
+ 2 2 3 . 7 
+ 3 . 4 

- 3 . 2 
+ 3 4 . 1 
+ 1 8 . 8 
- 5 6 . 1 

+ 2 7 9 . 2 
+ 1 4 . 8 
+ 2 0 4 . 9 
+ 5 9 . 5 

Bond m a r k e t . J a p a n e s e s e c u r i t i e s d e a l e r s in t h e f i r s t q u a r t e r of 1966 
s o l d more t h a n t h e i r t a r g e t of 10 p e r c e n t of t h e t o t a l i s s u e of n a t i o n a l b o n d s . 
D u r i n g t h e t h r e e months t h e y p l a c e d n e a r l y ¥14 b i l l i o n of s e c u r i t i e s , o r $39 
m i l l i o n . In t h e n e x t two q u a r t e r s t h e i n d u s t r y i s commit ted t o d i g e s t an a d d i t i o n a l 
¥6 b i l l i o n mon th ly or $17 m i l l i o n . However , t h e s e c u r i t i e s companies r e p o r t e d l y 
had d i f f i c u l t y s e l l i n g a l l of t h e i r ¥ 6 . 7 b i l l i o n A p r i l a l l o t m e n t . F i rms a r e now 
r e p u r c h a s i n g s e c u r i t i e s a t a p r i c e of a b o u t ¥ 9 8 . 2 5 , compared t o t h e o r i g i n a l p r i c e 
o f ¥ 9 8 . 6 0 . 

The l e v e l of new bond i s s u e s r o s e ¥10 b i l l i o n in December t o a r e c o r d 
¥254 b i l l i o n . The i n c r e a s e r e s u l t e d f rom a ¥24 b i l l i o n r i s e i n new i s s u e s of bank 
d e b e n t u r e s t o ¥147 b i l l i o n . The volume of p u b l i c c o r p o r a t i o n bonds i s s u e d i n 
t h i s month f e l l by ¥12 b i l l i o n t o ¥69 b i l l i o n , and t h a t of i n d u s t r i a l d e b e n t u r e s 
by ¥2 b i l l i o n t o ¥38 b i l l i o n . 

In J a n u a r y , t h e volume of new i s s u e s f e l l ¥35 b i l l i o n t o ¥219 b i l l i o n . 
The J a n u a r y d e c l i n e r e s u l t e d f rom a ¥19 b i l l i o n d e c r e a s e in bank d e b e n t u r e s to 
¥128 b i l l i o n , and a ¥16 b i l l i o n d e c r e a s e in p u b l i c c o r p o r a t i o n bonds t o ¥53 
b i l l i o n . New i s s u e s of i n d u s t r i a l d e b e n t u r e s were unchanged a t ¥38 b i l l i o n . 
Comple te d a t a f o r F e b r u a r y a r e n o t y e t a v a i l a b l e , b u t new i s s u e s of bank 
d e b e n t u r e s were down ¥1 b i l l i o n t o ¥127 b i l l i o n , and new i s s u e s of i n d u s t r i a l 
d e b e n t u r e s were a g a i n unchanged a t ¥38 b i l l i o n . 

Bond y i e l d s were m o s t l y u n c h a n g e d . A n o t a b l e e x c e p t i o n , h o w e v e r , was 
t h e a v e r a g e y i e l d on government s e c u r i t i e s , which r o s e f rom 6 . 4 3 p e r c e n t a t t h e 
end of 1965 t o 6 . 7 9 5 p e r c e n t in J a n u a r y and F e b r u a r y of 1966. In J a n u a r y and 
F e b r u a r y y i e l d s on l o c a l government s e c u r i t i e s , p u b l i c c o r p o r a t i o n bonds and one-
y e a r bank d e b e n t u r e s remained a t t h e 1964-65 l e v e l s of 7 . 3 5 4 , 7 , 0 5 3 and 6 . 2 4 4 
p e r c e n t , r e s p e c t i v e l y . The y i e l d on l o n g - t e r m bank d e b e n t u r e s changed v e r y 
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s l i g h t l y from 7 ,283 per cen t in December to 7 .281 , and 7 .282 per c e n t in J anua ry 
and F e b r u a r y , r e s p e c t i v e l y . The y i e l d on i n d u s t r i a l bonds r o s e from 7 .491 per 
c e n t in December to 7 .498 per cen t in J a n u a r y , then f e l l back to 7 .492 per c e n t 
in F e b r u a r y . 

Stock m a r k e t . Stock p r i c e s con t inued to r i s e in March, r e a c h i n g a new 
h igh f o r the yea r of ¥1,589 on A p r i l 1. Th is new h igh was 56 per c e n t above l a s t 
y e a r ' s J u l y low. The average f e l l to lower l e v e l s d u r i n g the r e s t of A p r i l . The 
e a s i n g in s tock p r i c e s was a t t r i b u t e d in p a r t to a s t a t e m e n t by Governor Usami 
of the Bank of Japan t h a t i f s tock market p r i c e s r o s e f u r t h e r , the s t o c k - h o l d i n g 
o r g a n i z a t i o n s under government c o n t r o l would s t e p up the s a l e s of t h e i r s t o c k s . 
The Japan Stock Holding A s s o c i a t i o n r e p o r t e d l y sold about ¥20 b i l l i o n in s t o c k s 
in m i d - A p r i l , thus r e d u c i n g i t s h o l d i n g s of " f r o z e n " s t o c k s to abo$t ¥9 b i l l i o n . 
Las t yea r J . S , H , A . r e p o r t e d l y purchased and he ld ¥50 b i l l i o n in s t o c k s in marke t -
suppor t a c t i o n s , 

Table 5 c Japan : Dow-Jones Average of 225 S t o c k s , F i r s t S e c t i o n of Tokyo Exchange 

F ebruary 28 ¥1,507 A p r i l 4 
11 

¥1 ,574 
1,537 

1965 High 
Low 

¥1,409 
¥1 ,020 

March 7 1 ,534 18 1,532 
14 1,535 25 1,530 1966 High ¥1 ,589 
22 1 ,568 Low ¥1 ,410 
29 . 1,567 May 2 

9 
1,566 
1 ,573 

Fore ign t r a d e . In F e b r u a r y , 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 f e l l back to 
$745 m i l l i o n from the January peak , w h i l e impor t s r o s e to $761 m i l l i o n . (See 
Table 6 . ) The t r a d e per formance was t h e r e f o r e r e l a t i v e l y poor , w i t h a n e g a t i v e 
ba l ance of $16 m i l l i o n . 

In March, however, impor t s d e c l i n e d s l i g h t l y w h i l e e x p o r t s i n c r e a s e d 
s h a r p l y , r e s u l t i n g in a t r a d e s u r p l u s of $17 m i l l i o n . The t r a d e b a l a n c e f o r the 
f i r s t q u a r t e r of 1966 was a $46 m i l l i o n s u r p l u s , which i s about t h e same as the 
l a r g e s u r p l u s achieved d u r i n g the t h i r d q u a r t e r of l a s t y e a r . However, t he l a r g e 
f i r s t q u a r t e r s u r p l u s was e n t i r e l y due to the e x t r a o r d i n a r y e x p o r t su rge in 
J anua ry c Comparing t h e f i r s t q u a r t e r of 1966 wi th the same pe r iod l a s t y e a r , 
e x p o r t s show a ga in of 14 per c e n t , compared to a 12 per c e n t r i s e i n i m p o r t s . 
However, the expo r t expans ion f a l t e r e d in the f o u r t h q u a r t e r of 1965, w h i l e the 
r i s e in impor t s has beet! q u i t e s t e a d y . Compared w i th t h e t h i r d q u a r t e r of 1965, 
e x p o r t s in March of t h i s year were up only 6 per c e n t , w h i l e impor t s showed an 
11 per cen t i n c r e a s e „ 
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Table 6. J apan : S e a s o n a l l y - A d j u s t e d F o r e i g n T rade , Monthly or Monthly Averages 
( i n m i l l i o n s of d o l l a r s ) 

1965 1966 
I I I I I I IV Oc t . Nov. Dec. I J a n . Feb. Mar. 

Impor t s 
Expo r t s 
Balance 

659 
677 

+ 18 

687 
712 

+ 25 

685 
732 

+ 47 

693 
703 

+ 10 

676 
694 

+ 18 

714 
712 

- 2 

688 
S i ' 

+ 46 

701 
838 

+137 

761 758k/ 

a / A l l f i g u r e s on a customs b a s i s , 
b / P r e l i m i n a r y „ 

F o r e i g n exchange and c a p i t a l f l o w s . I n t e r n a t i o n a l r e s e r v e s f e l l by 
$11 m i l l i o n in A p r i l t o $2,098 m i l l i o n . This c o n t r a s t s w i th a g e n e r a l r i s e i n 
r e s e r v e s s i n c e l a s t J u l y . Rese rves a t t he end of March were $2,109 m i l l i o n , 
unchanged from a month e a r l i e r . The A p r i l f i g u r e i s $148 m i l l i o n h i g h e r than 
the l e v e l in J u l y 1965. 

In t h e y e a r end ing March 1966, i n t e r n a t i o n a l r e s e r v e s expanded by t h e 
e q u i v a l e n t of ¥20 b i l l i o n , w h i l e t h e Bank of J a p a n ' s n o t e i s s u e r o s e by ¥258 
b i l l i o n . Th i s b rough t t h e r a t i o of r e s e r v e s to n o t e i s s u e down to 33 .3 per c e n t , 
compared t o 36 .5 per c e n t a yea r e a r l i e r . (See Tab le 7 . ) 

Table 7 . J apan : R a t i o of Rese rves to Bank Notes 

I n t e r n a t i o n a l Bank Notes R e s e r v e s / 
End of Per iod Rese rves I s sued Bank Notes 

( b i l l i o n s of yen) ( b i l l i o n s of yen) (per c e n t ) 

1959 ¥520 .9 ¥ 1 , 0 2 9 . 4 5 0 . 6 
1960 y 701 .6 1 , 2 3 4 . 1 56 .9 
1961 599 .8 1 , 4 8 0 . 1 4 0 . 5 
1962 727.9 1 , 7 4 5 . 9 41 .7 
1963 740.9 2 , 0 5 7 . 4 36 .0 
1964 719 .6 2 , 2 9 8 . 8 3 1 . 3 

1965 March 739 .1 2 , 0 2 2 . 3 36 .5 
A p r i l 726 .8 2 , 0 3 2 . 8 35 .8 
May 724.7 1 , 9 7 5 . 4 36 .7 
June 712 .8 2 , 0 7 8 . 3 34 .3 
J u l y 702 .0 2 , 0 8 3 . 1 33.7 
August 707 .0 2 , 0 3 8 . 2 34 .7 
September 708 .8 2 , 0 3 3 . 2 34 .8 
October 719 .3 2 , 0 5 3 . 2 35 .0 
November 751 .0 2 , 1 0 7 . 4 35 .6 
December 758 .5 2 , 5 6 3 . 8 29 .6 
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Table 7 ( c o n t i n u e d ) 

End of Per iod 
I n t e r n a t i o n a l 

Rese rves 
( b i l l i o n s of yen) 

Bank Notes 
I s sued 

( b i l l i o n s of yen) 

R e s e r v e s / 
Bank Notes 
(per c e n t ) 

1966 January 
February 
March 

3749 .5 
759.2 
759.2 

¥ 2 , 2 0 0 . 5 
2 , 2 5 1 . 1 
2 , 2 8 0 . 4 

3 4 . 1 
33.7 
3 3 . 3 

The o v e r a l l J apanese b a l a n c e of payments r e g i s t e r e d a s u r p l u s of $27 m i l -
l i o n in February and was even ly ba lanced in March. The c u r r e n t account had a 
s u r p l u s of $66 m i l l i o n in Februa ry and $70 m i l l i o n in March. (See Table 8 . ) 
There was a heavy n e t o u t f l o w of l o n g - t e r m c a p i t a l in March, which more than 
o f f s e t t h e c u r r e n t account s u r p l u s . Th i s was due among o t h e r t h i n g s to t h e 
repayment of the GARIOA d e b t , quota payments t o the IMF and IBRD, and a r e f i n a n c i n g 
of the A r g e n t i n e deb t to J a p a n . Dur ing t h e f i r s t q u a r t e r of 1966, t h e c u r r e n t 
account s u r p l u s was app rox ima te ly o f f s e t by t h e c a p i t a l account d e f i c i t . 

Table 8 . J apan : Balance of Payments on an Exchange T r a n s a c t i o n s B a s i s 
( i n m i l l i o n s of d o l l a r s ) 

1964 1965 1966 
IV I I I I I I IV Dec. I Jan . Feb. Mar. 

Trade account b a l a n c e 94 51 85 173 151 148 . 80 1 109 131 
S e r v i c e s b a l a n c e - 4 2 -44 -58 -_56 --_54 -_59 %52 - 5 1 ~ 61 
Cur ren t account 51 7 27 117 97 89 28 -50 66 70 

Net l o n g - t e r m c a p i t a l 
r e c e i p t s 33 5 -10 - 24 - 2 3 -22 -45 - 4 3 -16 -79 

Net s h o r t - t e r m c a p i t a l 
r e c e i p t s -55 11 . zhk -18 13 _ 5 1 - 8 - 3 

Net b a l a n c e on c a p i t a l 
account - 22 16 - 5 4 -103 - 4 1 -69 -32 8 - 2 4 -76 

E r r o r s and omis s ions -16, - 6 - 1 1 - 8 -10 1 4 17 - 1 5 9 
O v e r a l l b a l a n c e of 

payments 13 17 -37 6 46 21 1 -25 27 0 

NOTE: Q u a r t e r l y d a t a a r e monthly a v e r a g e s . Data may n o t add e x a c t l y because of 
r o u n d i n g . These d a t a a l s o d i f f e r from t h o s e in t h e e a r l i e r t a b l e on f o r e i g n 
t r a d e as t h e s e a r e on an exchange t r a n s a c t i o n s , r a t h e r than cus toms , 
b a s i s , and a r e no t s e a s o n a l l y a d j u s t e d . 
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According t o p r e l i m i n a r y d a t a , J apanese s h o r t - t e r m l i a b i l i t i e s to the 
U . S . , as r e p o r t e d by U.S. banks , f e l l $69 m i l l i o n in J anua ry and r o s e $1 m i l l i o n 
in F e b r u a r y . (See Table 9 . ) The d e c l i n e in J anua ry was s l i g h t l y s t e e p e r than 
a year e a r l i e r a The February i n c r e a s e in J a p a n ' s l i a b i l i t i e s to t h e U.S. was 
sma l l e r than in any yea r s i n c e 1959 excep t 1963, when t h e r e was a d e c l i n e . S ince 
June of l a s t yea r the l i a b i l i t i e s have f a l l e n by $194 m i l l i o n . 

Table 9. S h o r t - t e r m Claims on Japan Repor ted by U.S. Banks 
( i n m i l l i o n s of U.S. d o l l a r s ) 

J a n , Feb. Mar. Apr . May June J u l y Aug. S e p t . Oc t . Nov. 

1959 168 175 204 224 242 260 256 269 262 262 275 
1960 326 372 420 456 488 497 586 628 660 693 711 
1961 875 952 1,069 1,159 1,196 1 ,272 1 ,341 1,335 1,288 1 ,281 1,292 
1962 1 ,601 1,685 1 ,778 1 ,775 1 ,762 1 : ,758 1 ,765 1,767 1 ,711 1 ,710 1,662 
1963 1,697 1 ,691 1 ,751 1 ,876 1 ,898 1 ,872 1,877 1,798 1,890 1 ,904 2,017 
1964 2 ,247 2 ,340 2 ,400 2 ,394 2 ,421 2 ,469 2 ,416 2,472 2 ,493 2 ,488 2,496 
1965 2,742 2 ,746 2 ,861 2 ,833 2 ,834 2, ,880 2 ,831 2 ,830 2,755 2 , 656 2 ,683 
1966 2 , 6 8 5 f / 2 , 6 8 6 a / 

Dec. 

"806^/ 
1,528 
1,740 

2 , 8 1 0 ^ 
2 , 7 5 4 k ' 

a / P r e l i m i n a r y . 
b / I n c l u d e s newly r e p o r t e d d a t a t o t a l i n g $52 m i l l i o n in December 1961, $157 m i l l i o n 

in December 1964, and $3 m i l l i o n in December 1965. 

Long-term Japanese l i a b i l i t i e s to the U.S. f e l l f u r t h e r by $8 m i l l i o n in 
J a n u a r y , bu t r o s e $4 m i l l i o n in F e b r u a r y . (See Table 10 . ) S ince the peak l a s t 
May, Japan has reduced i t s l i a b i l i t i e s by $42 m i l l i o n . 

Table 10. Long- term Claims on Japan Repor ted by U.S. Banks 
( i n m i l l i o n s of U.S. d o l l a r s ) 

J a n . Feb. Mar„ Apr . May June J u l y Aug. S e p t . Oc t . Nov. Dec. 

1959 13 14 15 15 17 17 16 15 16 15 16 16 
1960 16 16 14 14 14 14 18 18 21 21 19 19 
1961 19 19 18 19 18 19 20 19 25 23 25 24 
1962 24 25 31 28 49 50 54 54 62 69 74 
1963 74 74 76 83 104^./ 111 119 136 143 146 170 249b/ 

4302 ' 1964 280 295 311 319 323 325 329 332 351 352 269 
249b/ 
4302 ' 

1965 455 454 . 
441-

472 479 483 479 482 475 471 464 462 445 
1966 437—/ 

454 . 
441-

a / P r e l i m i n a r y „ 
b / I n c l u d e s newly r e p o r t e d c l a ims t o t a l i n g $1 m i l l i o n in May 1963, $46 m i l l i o n in 

December 1963, and $45 m i l l i o n in December 1964, 
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During the f i r s t h a l f of March the Japanese F inance M i n i s t r y 
dec ided to pos tpone the s a l e in the U.S. of t h e $15 m i l l i o n Nippon Te legraph 
and Telephone Pub l i c C o r p o r a t i o n bonds . The i s s u e had a l r e a d y been r e g i s t e r e d 
w i th the U.S, S e c u r i t i e s and Exchange Commission. Because of a r i s e in U.S. 
i n t e r e s t r a t e s and a heavy volume of new bond f l o t a t i o n s r e c e n t l y , t he M i n i s t r y 
r e p o r t e d l y decided t h a t i t would be d i f f i c u l t to ach ieve the proposed y i e l d of 
6 .741 per cen t to s u b s c r i b e r s . 

Accord ing to r e c e n t d a t a r e p o r t e d in Table 11 below, Japan r e c e i v e d 
s u b s t a n t i a l l y l e s s f o r e i g n c a p i t a l in f i s c a l 1965 than in f i s c a l 1964. Inves tment 
in s t o c k s was approx ima te ly unchanged, bu t t h e r e were sha rp d e c l i n e s in the 
volume of new loans extended to Japan and in J apanese o v e r s e a s bond f l o t a t i o n s . 

Table 11. Fo re ign C a p i t a l I n d u c t i o n Data—^ 
( i n m i l l i o n s of U.S. d o l l a r s ) 

Apr . '64 - Mar„ '65 Apr. '65 - Mar. ' 66 

1. Inves tment in S tocks $ 85 $ 83 
2. Fore ign Loans $651 $380 
3. Bond F l o t a t i o n s $175 $ 63 

TOTAL $9,11 $526 

1/ Data may not t o t a l due to round ing . 

E f f e c t i v e A p r i l 1 the J apanese a u t h o r i t i e s l i b e r a l i z e d the r e s t r a i n t s 
on the f o r e i g n o p e r a t i o n s of t h e C la s s A f o r e i g n exchange banks . The f o r e i g n 
exchange r e s e r v e r equ i r emen t was reduced from 25 to 15 per c e n t , and t h e maximum 
l i m i t on the excess of exchange pu rchase s over s a l e s was reduced by about 10 
per c e n t , In a d d i t i o n , t he a u t h o r i t i e s have l i b e r a l i z e d t h e p r e v i o u s q u a n t i t a t i v e 
r e s t r a i n t on s h o r t - t e r m f o r e i g n f u n d s . Under t h i s sys tem, a c e r t a i n r a t i o (not 
s p e c i f i e d p u b l i c l y by t h e a u t h o r i t i e s ) had to be ma in t a ined between c e r t a i n s h o r t -
term f o r e i g n cu r r ency of t h e exchange banks and the t o t a l amount of f o r e i g n 
cu r r ency a s s e t s „ 

Fore ign exchange . The m i d d l e - r a t e f o r yen in the spot market weakened 
through March and m i d - A p r i l , r i s i n g from a low of ¥361.70 to t h e d o l l a r on 
March 1 to a h i g h of ¥362.45 to the d o l l a r on A p r i l 13 and 14. In the forward 
m a r k e t , t he 3-month m i d d l e - r a t e r o s e in mid-March to ¥361.85 to t h e d o l l a r , t he 
h i g h e s t r a t e s i n c e February 8 . I t f e l l modera t e ly t h e r e a f t e r and a t m i d - A p r i l 
was a t 361 .75 . With the spo t r a t e weakening, the premium on forward yen r o s e 
from zero on February 14 to a h igh of .94 per cen t per annum on A p r i l 13. 
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Table 12. Japan : Cus tomer ' s T .T. Exchange Rate of Bank of Tokyo i n Tokyo 

February 14 
21 
28 

Y e n - d o l l a r 
s p o t - m i d d l e 

r a t e 

361.70 
362.00 
361.70 

Three-month 
forward middle 

r a t e 

361.70 
361.70 
361.65 

Forward Permium 
in per c e n t 

pe r annum 

. . 0 0 
.33 
.06 

March 7 
14 
21 
28 

361.80 
362.15 
362.10 
362.05 

361.65 
361.85 
361.62 
361.62 

.17 

.33 

.53 

.47 

A p r i l 4 
11 
15 

362.20 
362.40 
362.40 

361.70 
361.70 
361.75 

.55 

.77 

.72 

A s i a , A f r i c a and L a t i n American S e c t i o n . 
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N E W Y O R K , L O N D O N , M O N T R E A L : 

YIELDS FOR U . S . DOLLAR I N V E S T O R S O N 3 - M O N T H F U N D S 

D O L L A R D E P O S I T R A T E S : N E W Y O R K - L O N D O N 

E U R O D O L L A R D E P O S I T 

U . S . C E R T I F I C A T E O F D E P O S I T 

| E U R O D O L L A R O V E R 
U . S . C E R T I F I C A T E O F D E P O S I T 

F I N A N C E C O . PAPER R A T E S ( c o v e r e d ) . Q U O T E D I N N E W Y O R K 
Friday figures j 

C A N A D I A N F I N A N C E 
C O M P A N Y 

U . K . H I R E P U R C H A S E 

U . S . F I N A N C E C O M P A N Y 

Mar. Jun. Sept. Dec. Mar. /u«i. Sept. Dec. Mar. Ian. Sept. Dec. 
1 9 6 4 1 9 6 5 1 9 6 6 
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L O N D O N : , Y I E L D S F O R U . S . D O L L A R I N V E S T O R S O N 3 - M O i m r F U N D S 
E U R O - D O L L A R D E P O S I T RATES f p n r i 

9 0 D A Y 

1 8 0 D A Y 

3 0 DAY — ' CALL 

HIRE P U R C H A S E A N D L O C A L A U T H O R I T Y D E P O S I T R A T E S ( c o v e r e d ) 

E U R O - D O L L A R D E P O S I T 

H I R E P U R C H A S E 

1 r _ 
D I F F E R E N T I A L 

F A V O R H I R E P U R C H A S E 

F A V O R E U R O D O L L A R 

L O C A L A U T H O R I T Y D E P O S I T 

E U R O D O L L A R D E P O S I T 

1 , 1— 
D I F F E R E N T I A L 

F A V O R L O C A L A U T H O R I T Y 

F A V O R E U R O D O L L A R 

1 9 6 6 1 9 6 5 1 9 6 4 
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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 , Z U R I C H / L O N D O N 

F R A N K F U R T I N T E R B A N K L O A N RATE V S . L O N D O N E U R O - D O L I A l f l t A T E ( C O V E R E D ) 

I N T E R M S O F D M _ 

I N T E R B A N K L O A N R A T E 

E U R O - D O L L A R 

r 
D I F F E R E N T I A L 

F A V O R F R A N K F U R T 

F A V O R E U R O - D O L L A R 

Z U R I C H D E P O S I T R A T E V S . L O N D O N E U R O D O L L A R RATE ( C O V E R E D ) 

I I N T E R M S / O F S W I S S F R A N C S 

E U R O D O L L A R 

S W I S S D E P O S I T R A T E 

T T 
D I F F E R E N T I A L 

F A V O R Z U R I C H 

F A V O R E U R O - D O L L A R 

H PRICE O F G O L D I N L O N D O N 
3 5 . 2 

3 5 . 0 

1 9 6 5 1 9 6 6 1 9 6 4 
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INTEREST A R B I T R A G E , UNITED S T A T E S / C A N A D A 
Friday f igurei 

3 - M O N T H TREASURY BILL RATES 

C A N . F I N . C O . j P A P E R 

un i 
U N I T E D S T A T E S 

C A N A D A 

BILL RATE D IFFERENTIAL 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 V 
I V- / 

F O R W A R D R A T E 
D I S C O U N T 

f WN 

3 - M O N T H COVERED RATE D I F F E R E N T I A L S (NET I N C E N T I V E S ) F A V O R C A N A D A 

P R I M E F I N A N C E P A P E R ! 

F A V O R U . S . 
F A V O R C A N A D A 

T R E A S U R Y B I L L S 

F A V O R U . S . 

1 9 6 5 1 9 6 6 1963 1 9 6 4 
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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 / L O N D O N 
Friday figur 

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

U . K . L O C A L A U T H O R I T Y D E P O S I T S 

RATE D I F F E R E N T I A L A N D 3 - M O N T H 

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

S P R E A D I N F A V O R O F L O N D O N 
I I 

I 
F O R W A R D R A T E 

RATE 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 ) 

I N F A V O R O F L O N D O N 

I N F A V O R O F N E W Y O R K 

I I I I l 1 I I I I I I I 1 I 1 I 1 I I 
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S H O R T - T E R M I N T E R E S T R A T E S * 

U . K . 

U . S . 

S W I T Z E R L A N D 

9 

J A P A N 

G E R M A N Y 
C A N A D A 

U . S . 

1964 1 9 6 5 1 9 6 6 1 9 6 2 1 9 6 3 
* 3 month treasury bill roles lor oil countries except Japan (Average rale on bank loans and discounts) 

Switzerland f3 month deposit rale) and Germany (interbank Loan Raie\ 

~j~ 3 month role for US dollar deposits in London 
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L O N G - T E R M B O N D Y I E L D S 

G E R M A N Y 

E U R O - D O L L A R B O N D S 

U . S . 

C A N A D A 

N E T H E R L A N D S 
U . S . 

S W I T Z E R L A N D 

1 9 6 2 1 9 6 3 1 9 6 4 1 9 6 6 
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S P O T E X C H A N G E R A T E S - M A J O R C U R R E N C I E S A G A I N S T U . S . D O L L A R 

1.6 
S W I S S F R A N C 

1.2 

G E R M A N MARK 

U . K . S T E R L I N G 

B E L G I A N F R A N C 
" r y w -

F R E N C H F R A N C 

D U T C H G U I L D E R 

CANADIAN DOLLAR ITALIAN LIRA 

J A P A N E S E YEN 

S J s D M I D M D M I S 

1 9 6 4 1 9 6 5 1 9 6 6 
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3 - M O N T H F O R W A R D E X C H A N G E R A T E S 
Friday figure: 

A G A I N S T U. S. D O L L A R S 

P R E M I U M 
G E R M A N MARK 

S W I S S F R A N C 
P O U N D S T E R L I N G ~ 

D I S C O U N T -

A G A I N S T P O U N D STERLING - L O N D O N 

P R E M I U M * 

i \ \ S W I S S F R A N C 

- G E R M A N MARK 
U. S . DOLLAR 

D I S C O U N T -

A G A I N S T P O U N D STERL ING - L O N D O N 

P R E M I U M 

DUTCH GUILDER 

B E L G I A N -
F R A N C 

X v A — 

F R E N C H F R A N C D I S C O U N T — 

M D M J S 0 M J S D S 

1 9 6 4 1 9 6 5 1 9 6 6 
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I N D U S T R I A L S T O C K I N D I C E S 

Ratio icale 

3 0 0 

S W I T Z E R L A N D 2 5 0 A 
G E R M A N Y 

U . K . 200 

US 

1 5 0 

100 

3 0 0 

2 5 0 

J A P A N 

200 
C A N A D A 

U . S . 

1 5 0 

1 9 6 3 1 9 6 4 1 9 6 5 1 9 6 6 
* Swill Bonk Corporation induilriol tlock index 

Japan: index of 22 5 induilriol and other Hocki traded on the Tokyo exchange 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



H. 13 
No. 247 

May 11, 1966. 

Interbank loan (mid-point) 6 . 1 5 

Euro-$ deposit (average) 5. 74 

Lower Panel (Date: March 15 ) 

Zurich 3-mo. deposit 4 . 00 

Price of gold 
(Friday, A p r i l 22 ) 

Chart 4 
(Friday, May 6 

3 5 . 1 3 1 

Treasury bills: Canada 4. , 98 
U.S. 4. •65, 

Spread favor Canada +0. 33 

Forward Canadian $ - 0 . 17 

Net incentive (Canada +) 4-0. 16 

Canadian finance paper 99 

(all figures per cent per annum) 

Chart 1 Chart 5 
Upper Panel (Wednesday, May 

4 ) (Friday, May 6 ) 

Euro-$ Deposit 5. 69 Treasury bills: U.K. 5 . 4 9 
U.S. 4 . 6 5 

U.S. certif. of deposit 5. 29 
Spread favor U.K. 4-0. 84 

Lower Panel (Friday, May 6 ) 
Forward pound - 0 . 7 5 

Finance co. paper: U.S. 5 . 3 8 
- 0 . 7 5 

Canada 5. 76 Net incentive (U.K. +) + 0 . 0 ? 
Hire-purchase paper, U.K. 6. 06 

+ 0 . 0 ? 

Chart 2 Chart 6 
(Friday, May 6 ) (Friday, May 6 ) 

Euro-$ deposits: Treasury bills: U.S. 4. 65 
U.K. 5 . 4 9 

Call 5 . 3 1 90-day 5 . 7 5 Canada 4 . 9 8 
7-day 5 . 5 0 180-day 5 . 8 8 
30-day 5\ 6 l Interbank loan rate (German) 6 . 1 5 

(May l-%7) 
Hire-purchase paper 6 . 1 5 Euro-$ deposit (London) 5 . 7 5 

( A p r i l 22) 
Local-authority deposit 5 . 6 2 Zurich 3-mo. deposit 

( A p r i l 22) (Date: March 15 ) 4 . 0 0 
Chart 3 Japan composit rate 

Upper Panel (Period: May 1 - 7 ) (Date: F e b r u a r y 28 ) 7 . 5 7 0 

Chart 7 

U.S. Gov't. (Wed., May 4 ) 

U.K. War Loan (Thurs.tMay 5 ) 

German Fed. (Fri., Apr . 29 ) 

Swiss Confed. (Fri., Apr . 29) 

Canadian Gov't. (Wed., May 4) 

Netherlands Gov't perpetual 3% 
(Friday, A p r i l 29 ) 

Euro-$ bonds (Fri., Apr . 29 ) 

4 . 6 4 

6 . 8 0 

8 . 2 2 

3 . 9 3 

5 . 6 7 

6. 23 

For descriptions and sources of data, 
see special supplement to H.13, 
Number 239, March 16, 1966. 
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