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| CAPITAL MARKET DEVELOPMENTS ABROAD 

I . Swi t ze r l and 
I I . Nine Char ts on F i n a n c i a l Markets Abroad 

I . S w i t z e r l a n d : Money and C a p i t a l Markets During June 

The money market became somewhat e a s i e r i n J u l y , when t h e r e 
were f u r t h e r l i q u i d a t i o n s of f o r e i g n i n v e s t m e n t s , and s h o r t - t e r m r a t e s 
f e l l s l i g h t l y « The l ong - t e rm bond market t i g h t e n e d f u r t h e r i n J u l y , 
governments y i e l d i n g around 3 . 1 1 pe r cen t compared t o about 2 .83 p e r cen t 
a s r e c e n t l y as mid-May. Response t o new s e c u r i t y i s s u e s was poor i n J u l y 
f o r t h e f i r s t t ime t h i s y e a r . Th i s was b e l i e v e d t o r e f l e c t a s a t u r a t i o n 
of t h e market i n t h e wake of t h e ve ry h igh volume of new f l o t a t i o n s t h i s 
y e a r . New i s s u e s , f o r e i g n and domes t i c , were aga in a t h igh l e v e l s i n 
J u l y . I n e a r l y August t h e money and c a p i t a l markets were q u i e t , showing 
l i t t l e change . 

Stock p r i c e s f e l l s e v e r e l y dur ing most of J u l y , con t inu ing t t ie 
d e c l i n e t h a t began a f t e r mid-June . Both t e c h n i c a l f a c t o r s and t h e i n t e r -
n a t i o n a l s i t u a t i o n were c i t e d as causes of t h e drop c In August p r i c e 
movements have been e r r a t i c . 

Funds moved i n t o S w i t z e r l a n d from abroad on a s u b s t a n t i a l s c a l e 
i n J u l y . However, i n the f i r s t h a l f of August t h e i n f l ow was a p p a r e n t l y 
much reduced d e s p i t e t h e worsened B e r l i n s i t u a t i o n . The spo t d o l l a r was 
a t o r ne*r i t s suppor t l e v e l t h roughou t J u l y and was no t much s t r o n g e r 
i n t h e f i r s t t h r e e weeks of August . Spot s t e r l i n g r a l l i e d d r a m a t i c a l l y 
a f t e r t h e B r i t i s h measures announced J u l y 25>, and h e l d the g a i n s th rough 
t h e t h i r d week of August . However, t h e d i s coun t on three-months fo rward 
s t e r l i n g d i d not narrow a p p r e c i a b l y a f t e r J u l y 2$ bu t has remained above 
5 p e r cen t p e r annum. The forward d o l l a r con t inued a t a d i s c o u n t of over 
1 p e r c e n t . 

In a move t o check i n f l o w s of whot money*, t h e Swiss N a t i o n a l 
Bank i n August renewed f o r a second y e a r t he s o - c a l l e d gen t l emen ' s a g r e e -
ment of August I960 under which Swiss commercial banks d i s cou rage f o r e i g n 
d e p o s i t s . 

Money Market . The s h o r t - t e r m money market became somewhat 
e a s i e r i n t h e l a s t t h r e e weeks of J u l y a f t e r hav ing t i g h t e n e d s i n c e t h e 
middle of May. This r e s u l t e d i n p a r t from l i q u i d a t i o n s of Swiss i n v e s t -
ments abroad , which h e l p e d t o meet some of t h e con t inued h i g h demand f o r 
f unds f o r c o n s t r u c t i o n . In August , t h e r e was l i t t l e a c t i v i t y i n t h e 
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market . Rates on three-months d e p o s i t s , which had moved up t o 1 3/U -
2 ^ per cent on Ju ly 7 , f e l l back to 1 3 A = 2 per cent on Ju ly 1 5 , and 
no f u r t h e r changes have been r epor t ed . 

Rate on 3=>months Interbank 
depos i t s with l a r g e c a l l loan 

banks in Zurich r a t e in Zurich 

J an . 7 1 3/U 2 1 
May 15 < 1 1 / 2 1 
Ju ly 7 1 3 A - 2 l A 1 
Ju ly 15 1 3 A - 2 • 1 

Bond Market. In Ju ly the long-term bond market was markedly 
t i g h t e r . This was evidenced by the d isappoint ing r ecep t ion given to a 
number of new bond i s s u e s as we l l as by lower bond prices, , The y i e l d t o 
ma tu r i t y on t h e 3% Swiss Confederat ion bond of 19&7-7L rose abrupt ly from 

- 2.95 per cent on June 30 to 3.12 per cent on Ju ly lit and s tood a t about 
3 .11 per cent f o r t h e remainder of t h e month0 There was a dec l ine t o 3,08 
pe r - cen t on August Uo The pronounced r i s e i n bond y i e l d s s ince the middle 
of May i s shown i n t h e t a b l e belowc This movement seems i n p a r t t o be 
i n r e a c t i o n t o t h e extremely l a r g e volume of new i s sues f l o a t e d on t h e 
Swiss market beginning in March and cont inuing through July* 

Despite t h e e s p e c i a l l y heavy demand f o r cons t ruc t ion loans t h i s 
y e a r , the r a t e on new mortgages on houses and i n d u s t r i a l bu i ld ings has r e -
mained unchanged a t 3 .76 per c en t , where i t has been s ince the autumn of 
1959. 

Gov't bond y i e l d New mortgage r a t e 

Jan . 2.96 3.76 
May 12 2.83 3 .76 
Ju ly 1U ^ 3.12 3 .76 
Ju ly 28 3 o l l n , a , 
Aug. li 3.08 n 0 a 0 

The y i e l d s on medium-term depos i t c e r t i f i c a t e s remained a t 
3 .25 - 3.29 per cent on Ju ly 15, unchanged from a month e a r l i e r , br inging 
t o an end the cont inuing d e c l i n e s s ince December I960* 

Yields on depost c e r t i f i c a t e s 

12 can tona l banks 5 l a r g e banks 

Jan . 30 3.33 
June 15 3.29 
J u l y 15 3.29 

3o3U 
3 .25 
3 .25 
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New Issueso For t h e f i r s t t ime t h i s y e a r , p u b l i c r e s p o n s e t o 
new i s s u e s was poor i n J u l y c I n v e s t o r s f a i l e d t o s u b s c r i b e f u l l y t h e 
bonds o f f e r e d by PETROFINA of B r u s s e l s and to o f f e r i n g s of f o u r v a r i e d 
t y p e s of Swiss e n t e r p r i s e s 0 The te rms and c o n d i t i o n s of t h e s e o f f e r i n g s 
were i n l i n e w i t h t h o s e of e a r l i e r loans t h i s y e a r c F i n a n c i a l a n a l y s t s 
a s c r i b e t h e s e r e s u l t s t o market s a t u r a t i o n a f t e r t h e new i s s u e a c t i v i t y 
of r e c e n t monthsj t h e y a l s o s u g g e s t t h a t i n v e s t o r s h e l d o f f i n J u l y i n 
t h e hopes of h i g h e r i n t e r e s t r a t e s i n t h e n e a r f u t u r e * There i s a b e l i e f 
t h a t t h e terms of f u t u r e new i s s u e s w i l l have t o be more a t t r a c t i v e i f 
t hey a r e t o be s u c c e s s f u l * 

New p u b l i c i s s u e s i n June were h i g h f o r t h e f o u r t h c o n s e c u t i v e 
month and brought t h e January-June t o t a l of new money r a i s e d t o $312 m i l l i o n 
compared t o $220 m i l l i o n i n t h e f i r s t h a l f of I960 and t o $181 m i l l i o n i n 
t h e same p e r i o d i n 1959* Incomplete f i g u r e s on new i s s u e s i n J u l y 
t o t a l l i n g $5U.mi l l ion a l s o exceed t h e f u l l amounts r a i s e d i n J u l y of t h e 
p r ev ious two y e a r s c The t a b l e below shows t h a t t h i s y e a r ' s l a r g e volume 
of t o t a l new i s s u e s r e f l e c t s g r e a t l y i n c r e a s e d o f f e r i n g s of f o r e i g n bonds 
and of Swiss s t o c k s , b u t t h a t new i s s u e s of domest ic bonds have l agged . 
S e v e r a l of t h e f a c t o r s which have a c t e d t o s w e l l t h e volume of new f o r e i g n 
bond i s s u e s were d i s c u s s e d i n " C a p i t a l Market Developments'* f o r J u l y 2lu 
In the case of Swiss i s s u e s s t h i s y e a r ' s much h i g h e r p r o p o r t i o n o f i s s u e s 
of s t o c k s r e l a t i v e t o bonds may be r e l a t e d t o t h e g r e a t e r p u b l i c demand 
f o r s t o c k s which has pushed s t o c k p r i c e s i n g e n e r a l f a r above t h e I960 
l e v e l s c 

New P u b l i c I s s u e s 
(new money r a i s e d ) $ m i l l i o n s ) 

Swiss bonds Swiss stocks Foreign bonds Totals 
J a n , - J u n e 

1959 90 .2 28cU 62,8 181,3 
1960 130*0 30*9 58 ,9 J 219.8 
1961 12Lu6 63:2 1 2 L 3 3 1 2 . 1 

T o t a l i s s u e s 3 1961, by months 

J a n , - 31=3 Apr, - 32 ,7 
Feb, - 36 ,0 May = 1*2*6 
Mar, =125*5 June = UuO 

Fore ign borrowings i n J u l y of $35 m i l l i o n were e s p e c i a l l y heavy 
and f u r t h e r r a i s e d t h e cumula t ive t o t a l f o r 1961 compared t o p r e v i o u s 
yea r sc The J u l y l o a n s , each i n t h e amount of SF 50 m i l l i o n ($11 e 6 m i l l i o n ) , 
were i s s u e d by PETROFINA, S, Ac, of B r u s s e l s 2 t h e I s t i t u t o M o b i l i a r e 
I t a l i a n o , and Robert Bosch, G.mobeHe, of S t u t t g a r t 0 The new i s s u e market 
i n August ha s been ve ry q u i e t , and no f o r e i g n bond i s s u e s have as y e t been 
r e p o r t e d f o r t h i s month. 
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Foreign Borrowings in July 

Amount Coupon I s s u e Y i e l d t o 
(milp $) Term Rate P r i c e M a t u r i t y 

IKE ( I t a l y ) - 11 .6 1968-77 L 5 0 100 L.50 
Rober t Bosch (Germany) 1106 1968=77 L«50 100 l u50 
PETROFINA, S„Ao (Belgium) 11 .6 1972-76 ko$0 100 k . $ 0 

Stock Market0 Stock p r i c e s con t inued to f a l l s e v e r e l y du r ing 
most of J u l y . The d e c l i n e was b e l i e v e d t o be p a r t l y a f u r t h e r t e c h n i c a l 
c o r r e c t i o n of t h e e a r l i e r l a r g e r i s e which reached a peak i n mid-June , and 
p a r t l y a consequence of i n t e r n a t i o n a l t e n s i o n s over B e r l i n and Bize r t e# 
On J u l y lU t h e i n d u s t r i a l share index was down 12 p e r cen t f rom i t s l e v e l 
on June l 6 e A f u r t h e r d e c l i n e i n t h e t h i r d week of J u l y p receded a 
r e c o v e i y i n t h e f i n a l week* I n August , t h e market has moved i r r e g u l a r l y 
on r e l a t i v e l y sma l l volume, and p r i c e s were down only s l i g h t l y i n t h e week 
which f o l l o w e d t h e B e r l i n border c l o s i n g . 

I n d u s t r i a l sha r e index 

1960 =-• Dec, 30 195 
1961 - Mar, 30 231 

June 16 285 
June 30 27U 
J u l y lU 252 

Fore ign Exchange0 There were f u r t h e r s u b s t a n t i a l r e t u r n f lows 
of c a p i t a l i n J u l y caused by s p e c u l a t i o n over p o s s i b l e readjustments of t h e 
exchange r a t e s f o r sterling and the Swiss franc«, The July g a i n i n o f f i c i a l 
reserves was million, but this figure should be adjusted f o r t h e $50 
million of gold used t o exchange f o r Swiss f r a n c s h e l d by a f o r e i g n c e n t r a l 
bank* A l l of t h e J u l y r e s e r v e ga in occur red p r i o r t o t h e B r i t i s h measures 
announced on J u l y 25c In t h e f i r s t h a l f of August9 reserves rose by $13 
m i l l i o n d e s p i t e t h e c a p i t a l f lows from Germany produced by the tension in 
Berlin. 

Swiss National Bank reserves 
(§ m i l l i o n s ) 

Gold Foreign Exchange Total 

May 31 2,2k7 305 2:552 
June 30 2 ,271 327 2,596 
J u l y 3 1 2,323 320 2,61*2 
Aug, 15 2,323 333 2 ,655 
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Throughout J u l y , t h e spot do l l a^ remained mostly a t t h e Swiss 
Nat ional Bank i n t e r v e n t i o n r a t e of SF I u 3 l 5 . From time t o t ime , i t r o s e 
momentarily but then f e l l back. I t rose t o ii.320 e a r l y i n August but had 
again f a l l e n back t o the i n t e r v e n t i o n po in t i n the t h i r d week. Spot 
s t e r l i n g rose ab rup t l y a f t e r the Ju ly 25 measures from i t s low p o i n t f o r 
t he year of SF 12.015 to SF 12.103 in the f i r s t week of August and r e -
mained a t or c lose t o t h a t l e v e l through the t h i r d week. The d iscount on 
t he three-months forward d o l l a r dropped from 1.85 per cent i n t h e second 
week of Ju ly t o 1 pe r cen t i n ea r ly August, but by t h e t h i r d week of 
August had widened again to 1.13 pe r c e n t . The three-months forward 
s t e r l i n g discount remained very h igh , reaching 5.62 per cent i n J u l y , 
and i n t h e t h i r d week of August was s t i l l above 5 pe r cent d e s p i t e t h e 
dramatic improvement i n spot s t e r l i n g . 

A h igh ly s i g n i f i c a n t development i n August was t h e renewal , 
f o r another twelve months, of the "gentlemen's agreement* concluded a 
year ago between the Swiss Nat ional Bank and commercial banks in Swi tzer -
l and . This agreement i s a prime instrument in the monetary a u t h o r i t i e s 1 

attempt t o p rese rve f i n a n c i a l s t a b i l i t y in Switzerland by discouraging 
inf lows of f o r e i g n c a p i t a l of t he *hot money* v a r i e t y . I t s p r i n c i p a l 
f e a t u r e s a r e : (a) new bank accounts opened by~foreign r e s i d e n t s are 
sub jec t t o a withdrawal n o t i c e of a t l e a s t t h r ee months, earn no i n t e r e s t , 
and a re s u b j e c t to a s e r v i c e charge of J pe r cent p e r ca lendar q u a r t e r 
where t h e account i s of l e s s than s i x months dura t ions (b) new fo re ign 
funds a re not allowed t o be inves ted i n Swiss s e c u r i t i e s . 

European Sec t ion . 

I I . Nine Charts on F inanc ia l Markets Abroad 

Chart 1 - I n t e r e s t Arbi t rage U.S./Canada 
Chart 2 - I n t e r e s t Arbi t rage New York/London 
Chart 3 - I n t e r e s t Arb i t rage New York/Frankfur t 
Chart U - I n t e r e s t Arb i t rage Frankfurt /London 
Chart 5 - Short- term Bond Yields 
Chart 6 - long- term Yields 
Chart 7 - I n d u s t r i a l Stock Ind ices . 
Chart 8 - Major Currencies i n Terms of 

Spot United S t a t e s . D o l l a r 
Chart 9 - 3-month Forward Rate--London Quotations 
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Thursday figures 

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

CANADA + 

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 

NIT INCENTIVE IN fAVOt OF CANADA + 

1959 " I960 1961 
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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 

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

HEW YORK 

_L_L 

3 - M O N T H F O R W A R D S T E R L I N G 

Vi 

1 r 
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 

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

J X 1 X 1 

195 9 I960 1961 
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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 / 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 

GERMAN 3-MONTH INTERBANK LOAN RATES 

GERMAN 3 - M O N T H 
INTERBANK L O A N RATE 

GERMAN 3 - M O N T H 
TREASURY BILLS 

U.S. TREASURY BILLS 

J 1 1 I _i I I I I I - 0 

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 

\ L O A N RATE 

FORWARD RATE DISCOUNT ( - ) 

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 

¥r "i960 1961 __ 
Note: Special forward dollar role ^either flat or premium on spol) available to Girtnon commercial banks. Digitized for FRASER 

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



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 

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 S 
— A N D L E N D I N G R A T E 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 S T E R L I N G 

i G E R M A N T R E A S U R Y B I L L S 

/ j L O A N R A T E 

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 O F U N I T E D K I N G D O M B I L L S O V E R : 

\l\ 
t / 

.V\ IL 

1961 

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



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

C A N A D A g / 

1961 1958 

^ 3 month treasury bill rolel lor all countries except Japan (3 month interbank deposit role) and Switzerland (3 month deposit rate) 

"J" 3 month role lor U S dollar deposits in London 

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



L O N G - T E R M B O N D Y I E L D S 

A/ 

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



I N D U S T R I A L S T O C K I N D I C E S 

J .95 8 

Index of all tlocki traded on Tokyo exchange 
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