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i C O I T A L MARKET DEVELOPMENTS ABROAD 

H .Il3 
N o . 1 0 j i i f i o 

I . Japan 
I I . Nine Char ts on F i n a n c i a l Markets Abroad 

I . Japan: Money and C a p i t a l Markets During A p r i l 

While genera l c a p i t a l market cond i t ions remained buoyant i n A p r i l / 
and e a r l y May, the re , were i n d i c a t i o n s of a cont inued or i nc reased t i g h t n e s s i n 
money and c r e d i t marke t s . The s tock market r o s e t o new h ighs i n A p r i l and May, 
and t he volume of funds channeled i n t o va r ious investment t r u s t s were a t new, 
high l e v e l s . But w i th a slower r a t e of growth i n d e p o s i t s , the l o c a l banks, 
t r a d i t i o n a l s u p p l i e r s of funds t o t h e c a l l money market, have r e c e n t l y turned 
t o borrowing from the c a l l marke t . The in f low of f o r e i g n sho r t - t e rm c a p i t a l 
has f a l l e n t o lower l e v e l s and imports have continued t o r i s e f a s t e r than e x p o r t s . 
The yen weakened i n the f o r e i g n exchange markets i n A p r i l , and i n the f i r s t 
ha l f of May was. a t t he extreme o f f i c i a l s e l l i n g r a t e . The mid-May ac t i on , p e r -
mi t t i ng f r e e remi t t ance by non - r e s iden t s a t t h e o f f i c i a l exchange r a t e of i n t e r e s t 
and dividend income, w i l l probably add to demands f o r f o r e i g n exchange. F i n a l l y , 
the s u b s t a n t i a l lowering of d e p o s i t , t r u s t and long- term i n t e r e s t r a t e s i n A p r i l 
may we l l have the e f f e c t of decreas ing the r a t e of supply of funds t o the c a p i t a l 
market . 

Money Market . A,combination of s e v e r a l developments i n l a t e March 
caused an extreme t i g h t e n i n g of the money market and pushed the c a l l l oan r a t e 
t o i t s h i g h e s t l e v e l s ince 1957. The main f a c t o r s c o n t r i b u t i n g t o the t i g h t n e s s 
were a l a r g e t r e a s u r y cash s u r p l u s , d e f e r r a l of Bank of Japan open market buying 
ope ra t ions o r i g i n a l l y scheduled f o r the c lo se of March, a c e s s a t i o n i n t he supply 
of funds t o the c a l l market from t h e l o c a l banks, and a ve ry s t rong demand f o r 
funds by t he s e c u r i t y companies t o meet t h e i r commitment f o r t he purchase of 
publ ic and corpora te bonds. At t h e end of March t he c a l l loan r a t e r o s e t o II4..6 
per cent per annum, w e l l above the agreed maximum l i m i t of 8.03 per cen t s e t by 
the Bankers Federat ions« The extreme t i g h t n e s s proved temporary and i n e a r l y 
Apr i l the r a t e subsequent ly eased . 

Money market cond i t ions cont inued t i g h t i n A p r i l r e f l e c t i n g a r e d u c t i o n 
of ¥ 120 b i l l i o n or 19 per cent i n Bank, of Japan c r e d i t . extended t o commercial 
banks and a ¥ 22 b i l l i o n expansion i n no te i s s u e , While the $38 m i l l i o n r i s e 
i n i n t e r n a t i o n a l r e s e r v e s i n A p r i l helped b o l s t e r bank l i q u i d i t y somewhat, t h e 
i n c r e a s e was l e s s than,1 t h e $52 m i l l i o n and $60 m i l l i o n r i s e i n February and March, 
r e s p e c t i v e l y . A n e t government cash disbursement i n A p r i l of ¥ II4J4. m i l l i o n was 
the main f a c t o r prompting the c o n t r a c t i o n i n Bank of Japan c r e d i t . 
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Bond Marketo Yie lds on most types of "bonds and deben tu res were lowered 
e a r l y i n A p r i l w i t h the e x c e p t i o n of y i e l d s on s h o r t - t e r m and l o n g - t e r m n a t i o n a l 
government s e c u r i t i e s which were unchanged,, (See " C a p i t a l Market Developments 
Abroad,* May 1 5 196lo) 

Shares of t h e new bond inves tment t r u s t s i naugu ra t ed i n January con t inued 
t o remain i n s t r o n g demand; however, purchases by i n d i v i d u a l s d e c l i n e d somewhat 
w h i l e bank and b u s i n e s s demand was mainta ined» Purchases of p u b l i c and c o r p o r a t e 
bonds by t h e "Big Four" s e c u r i t y companies r o s e above ? 90 b i l l i o n i n b o t h 
Feb rua ry and March compared t o ¥ 67 b i l l i o n i n January» 

I n t e r e s t Ratese Commercial bank s h o r t - t e r m lend ing r a t e s i n A p r i l 
remained a t t h e reduced l e v e l s e s t a b l i s h e d l a t e i n January when t h e Bank of Japan 
d i s c o u n t r a t e was lowered f rom 6o935> t o 6o5)70 p e r cento E f f e c t i v e A p r i l 1 , 1961, 
i n t e r e s t r a t e s were lowered f o r d e p o s i t and t r u s t accounts as w e l l as l o n g - t e r m 
bank l o a n s . (See " C a p i t a l Market Developments Abroad," May 1 , 1961 „) 

- Bank Loans and P i s counts o On a y e a r - t o - y e a r b a s i s , bank c r e d i t 
con t inued t o expand i n t h e f i r s t q u a r t e r a t an a c c e l e r a t e d r a t e compared t o the 
same p e r i o d i n e a r l i e r years» During t h e f i r s t q u a r t e r l o a n s and d i s c o u n t s r o s e 
ho6 p e r c e n t compared t o 3«3 p e r c e n t a yea r e a r l i e r and t o 2»9 p e r c e n t i n t h e 
f i r s t q u a r t e r of 1959o I n March t h e r e was a s h a r p expans ion of i n d u s t r i a l a c t i v i t y » 

Increase in Loans and Discounts s All Banks 
(In billions of yen) : 

II
 % 1959 I960 .JL 1961 

I 125 2 . 5 168 2 .9 225 3 . 3 37%t L.6 
I I 116 2 . 8 157 2o6 227 3 . 2 
I I I 235 hok 281 iie6 395 5oit • 

IV 283 5 . 1 384 6 . 0 531 6 . 9 

Stock Marketo A f t e r r e a c h i n g -a new high on A p r i l 19o t h e s t o c k market 
eased dur ing t h e r e s t of A p r i l e I n e a r l y May,, t h e g e n e r a l u p t r e n d was renewed 
and t h e Dow Jones average of 225 i s s u e s passed t h e ¥ 1 ,700 mark on May 16 and 
t h e nex t day reached an. a l l t ime h igh of ¥ 1 , 7 0 3 . I n t h e n e x t t h r e e days , t h e 
average dropped U per c e n t bu t t h e n f i r m e d , c l o s i n g a t ¥ 1 , 6 5 5 . o n May 2lu The 
market c o n t i n u e s t o remain somewhat. concerned about t h e c u r r e n t account d e f i c i t 
i n t h e b a l a n c e of payments0 
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Dow Jones Average of 225 Stocks 
Tokyo Stock Exchange 

March 29 
Apr i l 5 

12-
19 
26 

¥ 1,577 
1,590 
1 ,631 
1,6ft 
1,658 

May Ii 
10 
17 
22* 

3 1 , 6 6 3 
1,692 
1,703 

. 1 ,651 

1960 High ¥ 1 , 3 2 1 
Low ¥ 869 

1961 High ¥ 1,703 
Low ¥ 1,367 

Foreign Exchange. With a heavy import surp lus p e r s i s t i n g , t h e r e was 
p ressure oil t he yen i n A p r i l and May, Throughout t h e f i r s t ha l f of May tne yen 
was a t the extreme o f f i c i a l s e l l i n g r a t e . The spot middle r a t e rose from ¥ 360.20 
per d o l l a r on Apr i l 20 t o ¥ 361.10 per d o l l a r on Apr i l 26 where i t remained through 
May 15. The three-month forward middle r a t e was slower t o ease , changing f rom _ 
¥ 361.00 on May 3 t o ¥ 361.60 per d o l l a r on May U. The forward discount of the 
yen aga ins t the d o l l a r was somewhat l e s s i n the f i r s t ha l f of May compared t o 
A p r i l p r ima r i l y because of t he weakening i n the spo t r a t e . 

Date 

A p r i l 7 
lit 
21 
28 

Customer Exchange Rates 
of Bank of To m To 

Yen-dollar 
spot middle r a t e 

3-month 
forward middle r a t e 

Forward discount 
er annum 

(P )O. l l 

May 5 
12 
15 

359.20 
361.10 
360.20 
361.10 

361.10 
361.10 
361.10 

361.50 
361.75 
361.15 
361.00 

361.60 
361.60 
361:70 

0.55 
0.55 
0.66 

Far Eas t e rn Section* 

I I . Nine Charts on F inanc i a l Markets Abroad 

Chart 
Chart 
Chart 
Chart 
Chart 
Chart 
Chart 7 
Chart 8 

Chart 9 

= I n t e r e s t Arbi t rage UeS»/Canada 
- I n t e r e s t Arbi t rage New York/London 
- I n t e r e s t Arbi t rage New York/Frankfur t 
- I n t e r e s t Arbi t rage Frankfurt /London 
- Short - term Bond Yields 
- Long-term Bond Yields 
- I n d u s t r i a l Stock Ind i ce s 
- Major Currencies i n Terms of 

Spot United S t a t e s Dol lar 
- 3-month Forward Rate—London Quotat ions 
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INTEREST A R B I T R A G E , UNITED STATES / C A N A D A 
Thursday figures 

T H R E E - M O N T H T R E A S U R Y BILL RATES 

RATE DIFFERENTIAL A N D F O R W A R D C A N A D I A N DOLLAR 
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RATE DIFFERENTIAL WITH F O R W A R D E X C H A N G E C O V E R 
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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 

Fr iday f igures Per tent per jannu 
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INTEREST A R B I T R A G E , N E W Y O R K / F R A N K F U R T 
F r i d a y f i g u r e s 

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

G E R M A N 3 - M O N T H I N T E R B A N K L O A N R A T E S p . , c 

/ Vf 

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 

\ LOAN RATE 

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 

V 
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INTEREST ARBITRAGE, F R A N K F U R T / L O N D O N 
Fr iday f i gu res Per tent per annum 

3 - M O N T H T R E A S U R Y B I L L ' S 

— A N D L E N D I N G R A T E S 
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I GERMAN TREASURY BILLS 
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| 3-MONTH FORWARD STERLING 
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NE1 INCENTIVE Of UNITED KINGDOM BILLS OJJIR: 
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S H O R T - T E R M INTEREST RATES 

CANADA J L 

i 9 6 0 

Note: 3-month treosury bill roles for .oil countries except Japan (3-month interbank deposit rote) 
and Switzerland (3-month deposit, roteX 
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L O N G - T E R M B O N D YIELDS 
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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 

of oil slocki iroded on Tokyo exchongi 
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M A J O R C U R R E N C I E S I N T E R M S O F T H E S P O T U . S . D O L L A R 

SWISS FRANC 

DUTCH GUILDER 

GERMAN MARK 
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3 - M O N T H F O R W A R D RATES - L O N D O N Q U O T A T I O N S 
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