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CAPITAL MARKET DEVELOPMENTS ABROAD 

'^1. Switzer land 
I I . Japan 

I I I . Nine Charts on F i n a n c i a l Markets Abroad 

Switzerland% Money and Cap i t a l Markets i n December 

The money market was t i g h t i n December because of seasonal 
requirements f o r currency and window-dressing. Banks inc reased t h e i r 
borrowing from the Nat iona l Bank, and swapped government s e c u r i t i e s and 
f o r e i g n exchange f o r cash from the Nat iona l Bank. By mid-January money 
market condit ions, had returnedT t o normal. 

In December and January, long-term bond y i e l d s showed very small 
f l u c t u a t i o n s . I n d u s t r i a l s tock p r i c e s stopped r i s i n g i n e a r l y December, 
and dec l ined r a t h e r sharp ly i n e a r l y January. New publ ic s e c u r i t y i s s u e s 
i n 1961 were 1*3 pe r cent g r e a t e r than i n I960 ( see Tab le ) . Domestic i s sues 
showed a 29 pe r cent i n c r e a s e , and f o r e i g n i s s u e s , t o t a l i n g $223 m i l l i on i n 
1961, were up 72 per cen t over i960. An IBRD publ ic l o a n . i s s u e i n the Swiss 
market i n January was only b a r e l y subscr ibed , i nd i ca t i ng t h a t i n 1962 
f o r e i g n borrowers may have to o f f e r more a t t r a c t i v e terms than i n 1961* 

In r e f l e c t i o n of window-dressing ope ra t i ons , the Nat ional Bank's 
gold and f o r e i g n exchange r e se rves rose $§6 mi l l i on i n December, and f e l l 
$68 m i l l i o n i n the f i r s t ha l f of January. * At the end of December the Swiss 
Government loaned the equ iva len t of $50 mi l l i on to t he United,Kingdom. * 

The reduc t ion in the premium on the forward Swiss f r a n c s h i f t e d 
the i ncen t i ve f o r Swiss r e s i d e n t s to buy UoS. Treasury b i l j s from -0.U5 
per cen t on December 1 t o a +0.08 per cen t on January 5 (see T a b l e ) . 
T h e r e a f t e r the forward premium increased and the incen t ive was -0.3U per 
cen t on January 26„ The p r i c e of gold coins i n Switzer land rose from 
SF 36.50 on December 1 t o SF 37 <,00 on December 29 and t o SF' 37*25 on 
January 26 (see Table)=. • 

In a speech i n December, Dr . Walter Schwegler, P r e s i d e n t of the 
Swiss Nat iona l Bank, s t a t e d t h a t boom condi t ions were causing an inc reas ing 
s t r a i n on the Swiss economy. He asked t h a t employers and employees work 
toge ther to put an end to what he termed the " s p i r a l of p r i e e s , c o s t s , 
and wages." In the year ending l a s t November, t he Swiss c o s t - o f - l i v i n g 
index was up 2.8 per cen t and the wholesale p r i c e index 2 .0 pe r c e n t . 

Money market . The money market was t i g h t i n December, when t h e r e 
was a heavy demand f o r cash t o meet the seasonal requirements f o r both 
currency and window-dressing. To obta in l i q u i d f u n d s , the banks inc reased 
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. t h e i r -recourse to Nat ional Bank c r e d i t , v i a d iscounts and Lombard l o a n s , 
by $15? mi l l i on i n December, and j u s t be fo re the year-end they swapped with 
the National Bank, f o r cash , $2£ m i l l i o n of " s t e r i l i z a t i o n r e s c r i p t i o n s " 
( shor t - t e rm s e c u r i t i e s ) of the Federal Government<J/ R e p a t r i a t i o n of funds 
from abroad f o r window-dressing purposes led to dea l ings i n excep t iona l 
volume between the banks and the Swiss Nat ional Bank, e s p e c i a l l y i n the 
c los ing days of the month5 i n the l a s t week of December sho r t - t e rm swaps 
of d o l l a r s aga ins t f r a n c s , to be reversed soon a f t e r the t u r n of the y e a r , 
reached $65 mil l ion„ Because sho r t - t e rm money r a t e s had a l r eady r i s e n i n 
November when p repa ra t i ons f o r the year-end were begun, they did not 
undergo any f u r t h e r s i g n i f i c a n t change i n December d e s p i t e the t i g h t 
p o s i t i o n (see Chart 5>). New 3-Qionth depos i t s gene ra l ly brought 2- l /U per 
cent and c a l l money 1 - l / U per cen t i n l a t e December0 

_ By the middle of January, money market condi t ions had re tu rned t o 
a more normal s t a t e . The banks •reduced t h e i r borrowing from the Nat ional 
Bank by $12 mi l l ion i n the f i r s t two weeks of the month, and l i q u i d a t e d 
the shor t - t e rm swaps t r a n s a c t i o n s involving " s t e r i l i z a t i o n r e s c r i p t i o n s " 
and f o r e i g n exchange» Rates pa id on 3-month depos i t s dropped to 2-1 /8 per 
cent i n e a r l y January„ 

Changes in the i ncen t ives f o r Swiss and f o r non-Swiss i nves to r s 
to hold U.S. Treasury b i l l s during December and January a re shown in—the 
t a b l e a t the end of t h i s r e p o r t 0 These c a l c u l a t i o n s show a s h i f t from a 
minus incen t ive f o r Swiss i nves to r s on December 1 t o a small p o s i t i v e 
incen t ive on January 5> but an apprec iable negat ive incen t ive reappeared 
l a t e r i n January» 

Bond marketo The long-term bond market was seasona l ly q u i e t i n 
December«, The y i e l d to matur i ty on the 3 per cen t Swiss Confederat ion Bond 
of 1967-7L was 3»01 per cent on December 1 , 3<>00 per cent on December 29, 
2.99 per cent on January 12, and 3<>02 per cen t on January 19 (see Chart. 6 
and Table) „ Yields in January 1962 were nea r ly i d e n t i c a l with those p r e -
v a i l i n g a year e a r l i e r . 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 , 
which have been r i s i n g s ince Ju ly , were unchanged i n December, bu t moved 
up f r a c t i o n a l l y i n e a r l y January (see Table)„ 

New i s sueso New publ ic i s sues of Swiss s tocks and bonds and 
fo re ign bonds i n December brought the t o t a l f o r the fou r th q u a r t e r of 1961 
t o $ U 7 mi l l i on i n terms of new money r a i s e d , a l e v e l about equal to t h a t 
f o r the second and t h i r d qua r t e r s (see Table)o The f o u r t h - q u a r t e r f i g u r e 
was not a p p r e c i a b l y ' i n excess of t h a t f o r the same q u a r t e r of l a s t y e a r . 
However, f o r the f u l l year 1961, new money r a i s e d came to $£U8 mi l l i on 

1 / In October I960 the Government sold to. the banks SF UOO mi l l i on 
($93 mi l l ion) of these r e s c r i p t i o n s i n order t o o f f s e t increased bank 
l i q u i d i t y r e s u l t i n g from a heavy f o r e i g n exchange inf low t h a t had begun 
i n midsummero The Government placed the proceeds i n a s p e c i a l account 
with the Nat ional Bank, where i t has kept the funds i d l e . 
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compared with $382 m i l l i o n i n I960. Foreign i s s u e s of $223 m i l l i o n i n 1961 
were up 72 per cen t over 1962. The 2k f o r e i g n borrowers i n 1961 comprised 
f o u r governments ( A u s t r a l i a , Argent ina , Finland and A u s t r i a ) , two p a r a -
s t a t a l o rgan iza t ions i n I t a l y , t he Belgian Nat iona l Railways, the IB^D, and 
15 i n d u s t r i a l and commercial es tab l i shments in e leven coun t r i e s of Western 
Europe and i n t he United S t a t e s , The y i e l d s to m a t u r i t y , given by the 
coupon r a t e and i s sue p r i c e , were U-l /2 to 5 pe r cent on 20 i s s u e s . The 
IBRD was ab le t o borrow a t L per c e n t , while the Argentine Government paid 
7 - l /U per c e n t . The expansion of borrowings by Common Market coun t r i e s 
dur ing 1961 can be seen i n the fo l lowing ' f i g u r e s ( i n m i l l i o n s of U.S. 
d o l l a r s of new money r a i s e d ) : 

I960 1961 

Europe 
Common Market coun t r i e s 3.2 80.8 
U.K. 25.6 37.2 
Other Europe 23 .3 U7.0 

52 .1 165.0 
U.S. 22 .1 ' 1 3 . 9 
A l l o ther coun t r i e s 27.8 21.0 
IBRD " 27.9 23.3 

Tota l s 129.8 223.3 

For the y e a r , new domestic i s s u e s t o t a l e d $32$ m i l l i o n , 29 per 
cent more than i n I960, with s tock i s s u e s showing a g r e a t e r percentage 
inc rease than i s s u e s of bonds. For both domestic and f o r e i g n i s s u e s , by 
f a r the heav ie s t monthly volume of f l o t a t i o n s was i n March, when t o t a l 
new i s s u e s amounted to $126 m i l l i o n compared with an average of $U6 mi l l i on 
a month f o r the year as a whole. I t appears t h a t the Swiss a u t h o r i t i e s 
g r e a t l y speeded up approvals of new i s s u e s i n March, i n order to soak up 
i nc rea sed l i q u i d i t y a r i s i n g out of the heavy in f low of funds from abroad 
i n t h a t month. 

. I n December t he $11.6 m i l l i o n $ per cent Aus t r ian Government loan 
was oversubscr ibed . On December 1 the IBRD r e p a i d , ore year i n advance, 
$11.6 m i l l i o n of 3-1/2 per cent bonds f l o a t e d on the Swiss market i n 195>2, 
and on February 1 was due t o prepay a 3-1/2 pe r cent 196-3 loan , a l s o i n 
the amount of $11.6 m i l l i o n . The prepayments added to the supply of 
loanable funds a v a i l a b l e f o r the new IBRD i s sue of $23.2 m i l l i o n of U per 
cen t bonds which were o f f e r e d f o r pub l i c subsc r ip t i on i n Switzer land on 
January 5 -11 , and on which the se t t l ement da te was February 1 . Press 
r e p o r t s s t a t e d t h a t t h i s loan was not f u l l y s u c c e s s f u l and t h a t t he under-
w r i t i n g banks had to take up p a r t of t he i s s u e . However, i t i s r epor ted 
by IBRD o f f i c i a l s t h a t the underwr i te rs were i n f a c t ab le to d ispose of 
t h e e n t i r e i s sue wi th in a few days , and wel l be fo re the end of the sub-
s c r i p t i o n p e r i o d . This r e s u l t , which c o n t r a s t s wi th the more e n t h u s i a s t i c 
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r e c e p t i o n of almost a l l f o r e i g n loans i n 1961, may i n d i c a t e t h a t f o r e i g n 
i s s u e s i n Switzer land i n 1962 may have t o be more a t t r a c t i v e l y p r i c e d 
than l a s t y e a r . 

Foreign Borrowings i n December-January 

Amount Coupon I ssue Yield to 
(m i l . $) Term r a t e p r i c e ma tu r i ty 

December 
Republic of 

Aus t r i a 11.6 1971-76 5 .0 100 5 . 0 
January 

IBRD 23.2 1970-73 U.O 100 U.O 

The B r i t i s h p r e s s s t a t e d i n mid-January t h a t , while t he Swiss 
a u t h o r i t i e s s t i l l had^not y e t determined the f o r e i g n issuesprogram, i t 
was l i k e l y t h a t Bowa^er Paper of the United- Kingdom would s h o r t l y f l o a t 
a p u b l i c i s s u e i n Swi tze r l and , amounting t o $13.95 m i l l i o n , a t U - l /2 per 
c e n t . The r e p o r t specu la ted t h a t o ther f u t u r e borrowers would inc lude 
Imper ia l Chemical I n d u s t r i e s and Tube Inves tments , both of the United 
Kingdom; I n t e r n a t i o n a l E l e c t r i c of New York; Sev i l l ana de E l e c t r i c i a d a d 
of Spain; the Japanese Development Bank; and the Siemens Group i n Germany. 
As was repor ted i n "Cap i t a l Market Developments Abroad" f o r December 29, 
1961, the Siemens l o a n , o r i g i n a l l y scheduled f o r l a t e 1961, was pu t o f f , 
r e p o r t e d l y (according t o B r i t i s h sources) because the Swiss Finance 
Min i s t e r f ea red t h a t continued heavy f o r e i g n borrowing might d r i v e up 
mortgage r a t e s i n Swi tze r l and . 

The Bank of Tokyo r e p o r t s i t w i l l r e c e i v e from a group of Swiss 
banks a loan of n e a r l y $7 m i l l i o n f o r imports of Swiss c a p i t a l goods and 
r o y a l t i e s on Swiss i n d u s t r i a l r i g h t s . I t sa id the - i n t e r e s t r a t e would be 
5-1 /2 per cent f o r 2 - t o 3-year loans and 5-3/U pe r c e n t f o r U- to 5 -year 
l o a n s . 

On January 1 t he Swiss Government made a v a i l a b l e to the IBRD 
the equ iva len t of $11.6 m i l l i o n . This was the second t ranche of the 
SF 100 m i l l i o n ($23.6 m i l l i o n ) loan which was nego t i a t ed between the 
Confederat ion and t h e IBRD i n October; one-half of the proceeds had been 
made a v a i l a b l e l a s t November 1 . 

Stock marke t . A f t e r r i s i n g f o r t h r e e and one-hal f months and 
n e a r l y r e a t t a i n i n g t he peak of l a s t June, i n d u s t r i a l s tock p r i c e s turned 
downward i n e a r l y December (see Chart 7)« Market a n a l y s t s c a l l e d t h i s 
development a t e c h n i c a l conso l ida t i on of t he l a r g e gains made i n the 
preceding months.r Following a r a l l y i n l a t e December, p r i c e s f e l l sha rp ly 
i n the week ended^ January 12, b r i ng ing the index down more than 3 per 
c e n t . The nex t two weeks showed only minor changes. 
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Foreign exchange r e s e r v e s . There was a $56 mi l l i on r i s e in the 
Swiss Nat ional Bank's gold and f o r e i g n exchange r e se rves i n December, 
almost e n t i r e l y concentra ted in the l a s t ha l f of the month« The inc rease 
was held down when the National Bank sold $50 mi l l i on t o the Confederat ion 
i n connection with the l a t t e r 1 s 3-year Swiss f r a n c loan t o the United 
Kingdoms which funds t h e outs tanding balance of Swi t ze r l and ' s a s s i s t a n c e 
t o the UoKo under the "Basle agreements" l a s t March. The inf low of funds 
stemmed p r i m a r i l y , i f no t e n t i r e l y , from t h e window-dressing a c t i v i t i e s 
of the banks, which i n t he l a s t week of December engaged in very shor t - t e rm 
swaps of d o l l a r s a g a i n s t f r a n c s with the Nat ional Bank amounting to $65 
mil l iono Liqu ida t ion of these swaps caused the National Bank's r e s e rve s 
t o d e c l i n e $68 mi l l i on i n the f i r s t ha l f of January» The Bank's gold 
r e s e r v e s rose $55 m i l l i o n in the l a s t week of December and f e l l by the same 
amount i n the f i r s t week of January a s a r e s u l t of swaps of d o l l a r s a g a i n s t 
gold with the Bank f o r I n t e r n a t i o n a l Se t t lements <, 

Swiss National Bank Reserves 
($ m i l l i o n s ) -

Foreign 
Gold exchange Tota l 

i960 
Dec, 31 2,185 137 . 2,322 

1961 
2,185 

* 

Novo 30 2,506 196 2,702 
Deco 23 2,505 229 2,73b 
Dec. 30 2,560 198 2,758 

1962 
2,560 

Jan. 7 2,505 186 2,691 
Jan . 15 2,505 185 2,690 

Foreign exchange. The spot d o l l a r in Switzerland f e l l from 
s l i g h t l y oveF^FT732~on~November 29 to SF In 315 > the o f f i c i a l support 
l e v e l , by mid-December 0 I t s t rengthened somewhat in the c los ing days of 
the month, and i n the f i r s t t h r e e weeks of January f l u c t u a t e d between 
SF U»317 and In320 (see Chart 8 and Table) 0 The movements in spot s t e r l i n g 
were s i m i l a r , the r a t e f a l l i n g from about SF 127165 a t the end of November 
to around SF 12„12 i n the l a t t e r hal f of December and subsequently r i s i n g 
t o 12*138 on January 20. The d i scount on the 3-month forward d o l l a r , which 
had r i s e n ab rup t ly from 0.25 pe r cent pe r annum on November 2l± t o 0„60 
pe r cent on December 1 , dec l ined again to 0o38 per cent on December 22, 
but by January 19 had climbed back up t o 0 .85 per cent (see Chart 9 ) , 
The d iscount on 3-month forward s t e r l i n g dropped from 3®36 per cent pe r 
annum a t the end of November t o 3=07 per cent on December 23, b u t l a t e r rose 
again and was 3,63 per cen t on January 13• 

The p r i c e of gold coin moved up from SF 36®50 on December 1 to 
SF 37*00 on December 29 and to SF 37<,25 on January 26 (see Table) „ 

Europe and B r i t i s h Commonwealth Sec t ion . 
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Switzer land: Money Ra tes , Exchange Rates , and Gold Pr ice 

I n t e r e s t a r b i t r a g e - f o r U.S. Treasury b i l l 
U.S. Incen- Swiss Incen- Spot Spot Gold . 
Treas . 3-mo. t i v e f o r 3-mo. t i v e fo r $ £ coiniy 
b i l l Swiss non-Swiss depos i t Swiss ( in ( in ( in 
y i e l d f r anc r e s i d e n t r a t e r e s i d e n t SF ' s ) SF1s) SF 's) 

1 9 6 1 - O c t . 27 2 . 2 9 + 0 . 2 8 2 . 0 1 . 1 . 8 8 0 . . 1 3 U . 3 2 2 1 2 . 1 6 9 
N o v . 3 - 2 . 2 8 + 0 . 5 1 1 . 7 7 1 . 8 8 - 0 . 1 1 U . 3 2 1 1 2 . 1 5 9 3 6 . 7 5 

1 0 2 t h 7 + 0 . U 6 2 . 0 1 2 . 0 0 0 . 0 1 U . 3 2 3 1 2 . 1 6 5 3 6 . 7 5 
1 7 2 . 5 3 + 0 . 3 2 2 . 2 1 2 . 1 3 0 . 0 8 U . 3 2 U 1 2 . 1 7 3 3 6 . 2 5 
2h 2 . 5 5 + 0 . 2 5 2 . 3 0 2 . 2 5 0 . 0 5 i t . 322 1 2 . 1 6 6 3 6 . 5 0 

D e c . 1 2 . 5 3 + 0 . 6 0 1 . 9 3 2 . 3 8 - 0 . U 5 U . 3 1 7 1 2 . 1 3 9 3 6 . 5 0 
8 2 . 5 7 + 0 . 5 9 1 . 9 8 2 . 3 8 - 0 . U 0 U . 3 1 6 1 2 . 1 3 1 3 6 . 7 5 
1 5 2 . 6 3 + 0 . U 6 2 . 1 7 2 . 2 5 - 0 . 0 8 1 . 3 1 5 1 2 . 1 2 5 3 6 . 7 5 
2 2 2 . 6 0 + 0 . 3 8 2 . 2 2 2 . 2 5 - 0 . 0 3 U . 3 1 5 1 2 . 1 1 0 3 6 . 7 5 
2 9 2 . 6 7 + 0 . 5 1 2 . 1 6 2 . 2 5 - 0 . 0 9 U . 3 1 6 1 2 . 1 1 8 3 7 . 0 0 

1 9 6 2 - J a n . 5 2 . 7 b + 0 . 5 3 2 . 2 1 2 . 1 3 0 . 0 8 U . 3 1 9 1 2 . 1 3 6 3 7 . 2 5 
.12 2 . 7 6 + 0 . 7 6 2 . 0 0 2 . 1 3 - 0 . 1 3 U . 3 1 8 1 2 . 1 3 5 3 7 . 2 5 
1 9 2 . 7 1 + 0 . 8 5 1 . 8 6 2 . 1 3 - 0 . 2 7 U . 3 1 7 1 2 . 1 3 8 3 7 . 2 5 
2 6 2 . 6 7 + 0 . 8 8 1 . 7 9 2 . 1 3 - 0 . 3 U U . 3 1 7 1 2 . 1 3 7 3 7 . 2 5 

a / "Vreneli" 20- f ranc p iece containing approximately 0.1667 t r o y ounces of f i n e 
gold, or $6.53 a t $35 per ounce. 

Switzer land: Selec ted Cap i t a l Market S t a t i s t i c s 

Cap i t a l market y i e l d s New i s s u e s 
Deposi t c e r t ' s (mi l l ions $ ' s , monthly ave . or month) 

Long-term 1 2 can- 5 
govt . t ona l l a rge Swiss Swiss Fgn. 
bonds banks banks bonds s tocks bonds To ta l 

I960 1 7 . 3 3 . 8 1 0 . 8 3 1 . 8 
1 3 . 1 2 3.3U 3 . 3 U 1 9 5 1 1 9 . 8 7 . 2 1 8 . 6 U 5 . 7 

2 . 8 3 3.29 3 . 2 5 Qtr . I 2U .0 l U . 3 2 5 . 9 6 U . 2 
, 2U 3 . 0 6 3.3U 3 . 2 7 I I 1 7 . 6 6 . 8 1 5 . 5 3 9 . 9 
. 1 3 . 0 1 ^ 3.3U 3 . 2 7 I I I 1 9 . 6 . 1 . 2 1 8 . 6 3 9 . 5 

8 3.01 - .. 3.3U 3 . 2 9 IV 1 8 . 2 6 . 6 1 U . 3 3 9 . 1 
-15 2 . 9 8 3.3U 3.27 May 1 3 . 0 1 2 . 6 1 7 . 0 U 2 . 6 
22 3 . 0 0 3-3U 3 . 2 7 June 2 3 . 3 2 . 7 1 8 . 0 U U . o 
2 9 3.00 3.3lt 3 . 2 7 July 1 7 . 7 2.2 U 2 . 0 6 1 . 9 

Aug.' 7 . U 0 .9 7 .0 1 5 . 3 
5 3 . 0 0 3.3U 3 . 2 7 Sep t . 3 3 . 7 0 .6 7 .0 U l . 3 
12 2 . 9 9 3.35 3 . 2 9 — Oct. 3 8 . 3 1.2 2 0 . 9 60.2 
1 9 . 3 . 0 2 3.35 3 . 2 9 Nov. l U . l 2 . 1 10.5 2 6 . 6 
26 2 . 9 8 Dec. 2 . 1 1 6 . . 3 11.6 30.0 
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II« Japans Money and Cap i t a l Markets During December 

Money market cond i t ions t igh tened i n December and t h e d r a i n i n 
i n t e r n a t i o n a l r e se rves was f u r t h e r reducedo Bank l i q u i d i t y was reduced by 
a sharp ^seasonal i nc rease i i riotes i n c i r c u l a t i o n and c a l l loan r a t e s rose 
t o new h ighs , The r a t e of c r e d i t expansion continued t o s lacken through 
November3 r e f l e c t i n g the government's monetary r e s t r a i n t s imposed i n e a r l i e r '• 
months« Trade d a t a , ad jus t ed seasona l ly , showed a s u b s t a n t i a l improvement 
i n December, p o s s i b l y marking a r e v e r s a l i n p rev ious ly adverse t r e n d s . With 
the seasona l ly high exports i n December and a f u r t h e r drawing of $50 m i l l i o n 
on J a p a n ' s $200 m i l l i o n l i n e of c r e d i t wi th t h r e e American banks, 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 only $3 m i l l i o n i n December t o $1,U86 m i l l i o n c In October and 
November, r e se rves f e l l $101; and $17 m i l l i o n , r e s p e c t i v e l y c 

On January 19, 1962, Japan rece ived approval from the IMF f o r a 
$305 m i l l i o n s tand-by c r e d i t o The Japanese a n t i c i p a t e t h a t they w i l l not 
have t o draw on t h i s c r e d i t i n the near fu tu re« 

Money Market o Money market condi t ions t igh tened i n December as 
n e t Treasury outpayments and an expansion i n Bank of Japan loans f a i l e d t o 
o f f s e t a l a r g e seasonal expansion i n note i s sue o Ca l l loan r a t e s , accord ingly , 
ro se t o new h i g h s . During December, bank note i s s u e rose ¥513 b i l l i o n and 
f o r e i g n exchange opera t ions withdrew ¥19 b i l l i o n from c i r c u l a t i o n 5 these 
developments 5 which reduced bank l i q u i d i t y , were only p a r t l y o f f s e t by a 
¥328 b i l l i o n expansion i n Bank of Japan loans and discounts t o ¥1,1*38 b i l l i o n , 
and a ¥lli8 b i l l i o n n e t o u t p a t i e n t of Treasury funds o 

I n t e r e s t Rateso R e f l e c t i n g the i n c r e a s e s i n the Bank of J apan ' s 
d iscount r a t e i n Ju ly and September of 1961, t h e average i n t e r e s t r a t e on 
bank loans and d iscounts continued t o r i s e through November© From a low of 
7088 per cent i n June, t he average ro se t o 8.17 per cent i n November, the 
h ighes t l e v e l s ince August I960* 

Average y i e l d s on bank, publ ic co rpora t ion and government debentures 
were unchanged i n December from t h e l e v e l s s i nce May 19610 Yields on p r i v a t e 
i n d u s t r i a l debentures rose t o 7<>5>11 per cent i n December a f t e r having f a l l e n 
s t e a d i l y from the e a r l i e r high of 7.529 i n J u l y t o 7°1*70 i n November 19610 
Local government bond y i e l d s dropped s l i g h t l y from 7*3Wi i n November t o 
7.3UO per cent i n December• The h ighes t Tokyo c a l l - l o a n r a t e f o r loans c a l l a b l e 
a t a days n o t i c e rose from 15.70 per cent i n November t o 19.80 per cen t i n 
Decembero 

Average Monthly I n t e r e s t Rates on 
Bank Loans and Discounts 

1958 1959 I960 1961 

March ' 8 .63 8.18 8.21, 7.92 
June 806I 80O8 8.22 7 .88 
September 8 o i l 8.06 8.II1 8.00 
December 8.27 8 .11 8.08 8.17 1 / 

1 / November. 
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Bank Loans and Discounts . Bank c r e d i t through November continued 
t o expand l e s s r a p i d l y than a year e a r l i e r , thus cont inuing the slowdown f i r s t 
evident in Ju ly 1961. The main a s s e t s of commercial banks ro se 2.7 per cent 
in October-November, compared to 3 .8 per cent a year e a r l i e r . Loan expansion 
was only 1 .7 per cent in October-November aga ins t 3.2 per cent i n the same 
per iod of i960. The r a t e of increase in b i l l s discounted and s e c u r i t y hold-
ings was a l so l e s s as i nd ica t ed in the t a b l e below. Bank d e p o s i t s , which 
rose 3 . 0 per cent i n October-November of I960, were up only O.U per cent in 
the same per iod of 1961. The propor t ion of bank loans and d iscounts extended 
f o r purchases of equipment remained in October and November a t t he l e v e l of 
17.19 pe r c e n t . The equipment-loan r a t i o had been r i s i n g s ince June 1961. 

Commercial Banks: Quar ter ly changes in Deposi ts and P r i n c i p a l Assets 
' (In b i l l i o n s of yen) 

M A I N A S S E T S 
Per Per Per Per 
cent cent B i l l s cent cent 

Deposits change Loans change Discounted change S e c u r i t i e s change 

1 9 5 9 I + 2 0 1 3 , 1 +Hi3 3 . 6 + 2 1 1 . 2 + 5 1 5 . 2 
I I . - 2 2 - 0 . 3 + 83 2 . 0 + 8 6 U . 9 + 6 2 6 . 1 
I l l +276 U . l +136 3 . 2 +1U9 8 . 1 + 5 8 5 . 3 
IV +U75 6 . 8 +207 k.7 +169 8 . 5 + 6 6 5 . 8 

I 9 6 0 I +2U9 3 . i i +176 3 . 8 + 5L 2 . 5 + 7 8 6 . 5 
I I + 9 6 1 . 3 +167 3 . 5 + 87 3 . 9 + 7 5 5 . 8 
I I I + 5 0 6 6 . 5 +2Uk U . 9 + 1 7 2 7 . 5 + 3 5 2 . 6 

Oct-Nov. + 2 5 1 3 . 0 +165 3 . 2 + 8 6 3 . 5 + 9 5 6 . 8 
IV +607 7 . 3 . +3U7 6 . 7 + 1 8 5 7 . 5 +127 9 . 1 

1 9 6 1 I - - + 5 0 2 5 . 7 +326 5 . 9 + 1*8 1 . 8 +103 6 . 8 
I I +169 1 . 8 + 2 0 6 3 - 5 - + 1 3 3 U . 9 +10U 6 . U 
I I I . +359 3 . 8 +216 3 . 6 + 2 0 6 7 . 3 + h3 2 . 5 

Oct-Nov. + hi o . U +107 1 . 7 + 9 3 3 . 1 + 9k 5 . 3 

Bond Market. The volume of new monthly i s sues of bonds and debentures3 
.which has been f a l l i n g of f s ince August 1961 when the l e v e l was ¥100 b i l l i o n , 
was ¥92 b i l l i o n in November. All of the dec l ine has been due t o a drop in 

— the volume of new i n d u s t r i a l debenture i s s u e s , which f e l l from ¥26 mi l l i on in 
August t o ¥13 b i l l i o n i n November. New monthly i s s u e s of bank debentures in 
September-November remained f a i r l y constant a t ¥62 b i l l i o n , and new i s sues 
of publ ic co rpora te debentures in November were ¥17 b i l l i o n , about the same 
l e v e l as in August 1961. 
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Stock Market. Since the low of December 19, when the Dow Jones 
average was Tl,25&, t he market has moved up s u b s t a n t i a l l y and on January 31, 
t he average reached ¥1,511. This r ep re sen t s a r i s e of 20 per c e n t . The high 
e a r l i e r i n t he year i n J u l y was 51,830. 

On December 5 the Tokyo Shibaura E l e c t r i c Company r e g i s t e r e d wi th 
t he U.S. S e c u r i t i e s and Exchange Commission an o f f e r i n g of 30 m i l l i o n of i t s 
shares i n t he U.S. market i n t he form of American Deposi tory R e c e i p t s . I f 
approved, the i s sue i s t o be made i n l a t e January or e a r l y February . In June' 
of 1961 the Sony Corporat ion r e g i s t e r e d and so ld shares i n t h e U.S. market 
under t h e A.D.R. system. 

Dow Jones Average of 225 Stocks 
Tokyo Stock Exchange 

November 29 ¥ 1,303 January h ¥ 1,U25 I960 High ¥ 1,357 
December 6 1,318 10 1,135 Low ¥ 869 

13 1 ,291 17 1,167 
20 1,282 2h 1,505 1961 High ¥ 1 , 8 3 0 
27 1 ,321 31 1 ,511 Low ¥ 1 , 2 5 8 

Foreign Trade. In December, impor ts , s easona l ly a d j u s t e d , were 
of f s u b s t a n t i a l l y from e a r l i e r high l e v e l s , a n d e x p o r t s , a l so a d j u s t e d 
s e a s o n a l l y , moved up encouragingly t o a new h igh . Although t h e t r a d e d e f i c i t 
was sharp ly reduced, i t s t i l l remained a t a r e l a t i v e l y high l e v e l . The 
improvement i n the t r ade p i c t u r e i s t he f i r s t c l e a r s ign of a poss ib l e r e v e r s a l 
i n adverse t r a d e t r e n d s . 

With t h i s improvement in t r a d e , the c u r r e n t account d e f i c i t , as 
measured on an exchange t r a n s a c t i o n s b a s i s , narrowed f u r t h e r i n December t o 
$U2 m i l l i o n compared t o $55 m i l l i o n i n November. There was a n e t capi i ta l 
in f low of $27 m i l l i o n , c h i e f l y because the Japanese drew another $50 m i l l i o n 
on the $200 m i l l i o n l i n e of c r e d i t from th r ee American banks . Excluding t h e 
$50 m i l l i o n drawing, t h e r e was a ne t outflow of shor t - t e rm c a p i t a l , probably 
because of year-end window dress ing by f o r e i g n c r e d i t o r s . 

The monthly averages of seasona l ly ad ju s t ed t r a d e f i g u r e s on a 
customs b a s i s ( i n m i l l i o n s of d o l l a r s ) are d e t a i l e d below. 

Exports Imports Trade Balance 

I960 Year 337 375 - 38 
IV 353 395 - h2 

1961 Year 35U U86 -132 
I 3UU U20 - 76 

n 351 1*66 -115 
H I 359 511 -152 

IV 360 5U7 -187 

October 333 556 -223 
November 362 567 . -205 
December 386 517 -131 
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Foreign Exchange* Except f o r t h ree days a t the end of December, 
exchange r a t e s remained unchanged between mid-December and mid-January. 
The yen-do l l a r spot r a t e continued t o remain a t the o f f i c i a l support p o i n t , 
unchanged s ince Apr i l 26, 1961• The forward discount of t he yen aga ins t the 
d o l l a r rose from .28 per cen t per annum t o .33 per cent on December 28-30, 
bu t re turned t o .28 per cen t during the f i r s t h a l f of January . 

Customer's T . T . Exchange Rates 
of Bank of Tokyo i n Tokyo , 

Date 

November 2h 

December 

January 

Ten-do l la r 
spot middle r a t e 

Three-month 
forward middle r a t e 

Forward discount 
i n per cent per annum 

2U 361.10 361.90 .89 

1 361.10 361.80 ; .76 
8 361.10 361.80 .76 

15 361.10 361.35 .28 
22 361.10 361.35 .28 
29 361.10 361.10 .33 

5 361.10 361.35 .28 
12 361.10 361.35 .28 

Asia , A f r i c a and La t in America Sec t ion . 

I I I . Nine Charts on F i n a n c i a 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 Arb i t rage New York/London 
Chart 3 - I n t e r e s t Arbi t rage f o r German Commercial Banks 
Chart h - I n t e r e s t Arb i t r age , Frankfurt /London 
Chart 5 - Short - term I n t e r e s t Rates 
Chart 6 - Long-term Bond Yields 
Chart 7 - I n d u s t r i a l Stock Indices 
Chart 8 - Spot Exchange Rates - - Major Currencies 

Against U.S. Dollar 
Chart 9 - 3-month Forward Exchange Rates 
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