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ITAL MARKET DEVELOPMENTS ABROAD .

I. Japan
IT. Nine Charts on Financ:.al Markets Abroad

I. Japan: Money and Capital Markets During April

While general capital market conditions remained buoyant in April -
and early May, there,were indications of a continued or increased tightness in
money and credit markets. The stock market rose to new highs in April and May,
and the volume of funds channeled into various investment trusts were at new,
high levels. But with a slower rate of growth in deposits, the local banks,
traditional suppliers of funds to the call money market, have recently turned
to borrowing from the call market. The inflow of foreign short-term capital
has fallen to lower levels and imports have continued to rise faster than exports.
The yen weakened in the foreign exchange markets in April, and in the first
half of May was at the extreme official selling rate. The mid-May action. per-
mitting free remittance by non-residents at the official exchange rate of interest
and dividend income, will probably add to demands for foreign exchange. Finally,
the substantial lowering of deposit, trust and long-term interest rates in April
may well have the effect of decreasing the rate of supply of funds to the capital
market, '

Money Market. A comblnatlon of several developments in late March
caused an extreme ti gﬁten:mg of the money market and pushed the call loan rate
to its highest level since 1957. The main factors contributing to the tightness
were a large treasury cash surplus, deferral of Bank of Japan open market buying
operations originally scheduled for the close of March, a cessation in the supply
of funds to the call market from the local banks, and a very strong demand for
funds by the security companies to meet their commitment for the purchase of
public and corporate bonds. At the end of March the call loan rate rose to 1lk. 6
per cent per annum, well above the agreed maximum limit of 8.03 per cent set by
the Bankers Federations. The extreme tightness proved temporary and in early
April the rate subsequently eased.

Money market conditions continued tight in April reflecting a reduction
of ¥ 120 billion or 19 per cent in Bank of Japan credit .extended to commercial
banks and a ¥ 22 billion expansion in note issue., While the $38 million rise
in international reserves in April helped bolster bank llquidity somewhat, the
increase was less than:the $52 million and $60 million rise in February and March,
respectively. A net government cash disbursement in April of ¥ 1kh million was
the main factor prompting the contraction in Bank of Japan credit.
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Bond Market. Yields on most types of bonds and debeniures were lowered
early in Hpril with the excepticn of yields on short-term and leng-term national
government securities which were unchanged, (See “Capital Market Developments
Abroad," May 1, 1961.)

< Shares of the new bond investment trusts inaugurated in January continued
. to remain in strong demand; however, purchases by individuals declined somewhat
- while bank and business demand was maintained. Purchases of public and corporate
bonds by the "Big Four™ security companies rose above ¥ 90 billion in both
February and March compared to ¥ 67 billion in January.

Interest Rates. Commercial bank short-term lending rates in April
remained at the reduced levels established late in January when the Bank of Japan
discount rate was lowered from 6.935 to 6,570 per cent. Effective April 1, 1961,
interest rates were lowered for deposit and trust accounts as well as long-term
-bank léans. (See "Capital Market Developments Abroad,” May 1, 1961.)

. Bank Loans and Discounts. On a year-to-year basis, bank credit
continued to expand in the first quarter at an accelerated rate compared to the
. same period in earlier years. During the first quarter loans and discounts rose
Le6 per cent compared to 3.3 per cent a year earlier and to 2.9 per cent in the
first quarter of 1959, In March there was a sharp expansion of industrial activity.

Increase in Ioans and Discounts: ALl Banks
In billiong of yen]

1958 E 0 15 3 950 3 e %
I 125 2.5 158 2,9 225 3.3 37k L6
II 106 2.8 17 . 2.6 227 3.2
“II 23! Loly 281 lo6 . 395 5.4 ~
Iv 283 Sol 384 6.0 531 6.9

Stock Market., Afizr reaching # new high on April 19, the stock market
eased during the rest of Aprii. In early May, the general uptrend was renewed
and the Dow Jones average cf 225 issues passed the ¥ 1,700 mark on May 16 and
the next day reached an all time high of ¥ 1,703, In the next three days; the
average dropped L per cent but then firmed, closing at ¥ 1,655 on May 2L, The

* market continues to remain somewhat concerncd about the current account deficit
in the balance of payments.
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Dow Jones Average of 225 Stocks
Tokyo Stock Exchange

March 29 ¥ 1,577 May L ¥ 1,663 1960 High ¥ 1,321
April § 1,590 10 1,692 Low ¥ 869
12~ 1,631 17 1,703
19 1,67h 2y . 1,6pk 1961 High ¥ 1,703
26 1,658 . Low ¥ 1,367 -

Foreign Exchange. With a heavy import surplus persisting, there was
pressure o e yen pril and May. Throughout the first half of May tne yen

was at the extreme official selling rate. The spot middle rate rose from ¥ 360.20
per dollar on April 20 to ¥ 361.10 per dollar on April 26 where it remained through
May 15. The three-month forward middle rate was slower to ease;, changing from _

¥ 361,00 on May 3 to ¥ 361.60 per dollar on May L. The forward discount of the

yen against the dollar was somewhat less in the first half of May compared to
April primarily because of the weakening in the spot rate.

Customerfs T. T. Exchange Rates
of Bank of Tokyo in Tckyo

Yen~dollar 3-month Forward discount

Date spot middle rate forward middle rate - in per cent per: annum
April 7 35920 361.50 6 :

1 . 361.10 361.75 0.

21 360,20 361.15 T 1,057

28 361,10 361,00 T —(P)o.11
May 5 361,10 361,60 0.55“

12 ) 361,10 361.60 0.55

15 361,10 361.70 0,66

Far Eastern Section.
ITI. Nine Charts on Financial Markets Abroad

Chart 1 - Interest Arbitrage U.S./Canada
Chart 2 - Interest Arbitrage New York/London
Chart 3 - Interest Arbitrage New York/Frankfurt -
Chart L - Interest Arbitrage Frankfurt/London
Chart 5 - Short-term Bond Yields
Chart 6 - Long=term Bond Yields
Chart 7 = Industrial Stock Indices
Chart 8 - Major Currencies in Terms of
Spot United States Dollar
Chart 7 - 3-month Fcrward Rate--=London Quotations
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Chart 1 : B

_INTEREST ARBITRAGE, UNITED STATES / CANADA
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‘.~ Chart 2
INTEREST ARBITRAGE, NEW YORK / LONDON_

Per cent per annum_
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Chart 3

INTEREST ARBITRAGE, NEW YORK/FRANKFURT
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Chart 4
INTEREST ARBITRAGE, FRANKFURT/LONDON

Friday figures
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Chort 6

LONG-TERM BOND YIELDS
. Per cent
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Chant 7
INDUSTRIAL STOCK INDICES *
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Chort 8
MAJOR CURRENCIES IN TERMS OF THE SPOT U. S. DOLLAR PER CENT
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Chart 9

3-MONTH FORWARD RATES - LONDON QUOTATIONS

For cam per annum
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