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CAPITAL MARKET DEVELOPMENTS ABROAD 

Io Uni ted Kingdom 
l i e Nine Char t s on F i n a n c i a l Markets Abroad 

Io United Kingdoms Money and C a p i t a l Markets i n February 

A f t e r o f f i c i a l e f f o r t s were made i n e a r l y February t o r e s i s t market 
p r e s s u r e s t o lower money r a t e s , the Bank of England reduced Bank Rate from 
6 t o 5 - 1 / 2 p e r c e n t on March 8„ The s t r e n g t h of s t e r l i n g i n t h e exchange 
market and a s u b s t a n t i a l i n f l o w of f o r e i g n funds were p r i m a r i l y r e s p o n s i b l e 
f o r t h i s d e c i s i o n , r a t h e r t han domest ic economic c o n s i d e r a t i o n s « 

However, t h i s a c t i o n appears on ly t e m p o r a r i l y to have c u r t a i l e d 
t h e f o r e i g n c a p i t a l i n f l o w . On March lL* t h e F i n a n c i a l Times r e p o r t e d a 
resumpt ion of the i n f l o w a f t e r a b r i e f check , main ly " i n t o t h e market f o r 
l o c a l a u t h o r i t y l oans and i n t o t h e h i r e - p u r c h a s e f i n a n c e houses" which a r e 
bo th o f f e r i n g "above 6 p e r cen t" f o r s h o r t - t e r m money compared w i t h about 
5 p e r c e n t f o r Treasu ry b i l l s * 

The c a p i t a l i n f l o w f rom abroad produced an £80 m i l l i o n ($22lt 
m i l l i o n ) i n c r e a s e i n o f f i c i a l r e s e r v e s du r ing February even though 
B r i t a i n ' s f o r e i g n t r a d e d e f i c i t was a p p r e c i a b l e . This i n f l o w has a l s o 
pushed up t h e spo t pound f rom 281.16 U„S» c e n t s on January 26 t o 281.f?3 
c e n t s on February 28 and t o 2 8 l . £ 8 c e n t s on March 8 . A f t e r t h e cu t i n 
Bank R a t e , t h e spot r a t e climbed a s f o l l o w s : 

March 9 2 8 l „ 6 l March lU 281.69 
12 28lo69 I S 281,78 
13 281.7k . 

On March l b , the F i n a n c i a l Times s t a t e d t h a t t h e "only r e a s o n why t h e 
pound d id no t go h i g h e r appears t o be s a l e s of s t e r l i n g by the a u t h o r i t i e s . " 

Fore ign f u n d s have been a t t r a c t e d t o London markets bo th by t h e 
high l e v e l of p r e v a i l i n g y i e l d s and by hopes f o r c a p i t a l ga ins i f i n t e r e s t ' 
r a t e s move t o lower l e v e l s . On a y i e l d b a s i s , funds moved i n t o t h e l o c a l -
a u t h o r i t y market where r a t e s were main ta ined th roughout t h e p e r i o d under 
r ev iew because of t h e con t inu ing demand f o r c r e d i t by l o c a l government 
b o d i e s . Fore ign c a p i t a l moved i n d i r e c t l y and a l s o . i n d i r e c t l y when 
London i n s t i t u t i o n s switched f rom E u r o - d o l l a r t o s t e r l i n g d e p o s i t s t o 
t ake advantage of t h e 25 t o U6 b a s i s p o i n t d i f f e r e n t i a l i n f a v o r of 3-month 
l o c a l a u t h o r i t y d e p o s i t s over E u r o - d o l l a r d e p o s i t s (wi th t h e exchange r i s k 
of r e t u r n i n g f rom pounds t o d o l l a r s covered)«, Recent developments i n t h e 
l o c a l - a u t h o r i t y d e p o s i t market a r e d i s c u s s e d i n t h e bocfy" of t h i s r e p o r t . 

NOT FOR PUBLICATION 

DECONTROLLED AFTER SIX MONTHS 

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



-

NOT FOR PUBLICATION - 2 -

Fo re ign f u n d s have a l s o f lowed i n t o t h e Treasu ry b i l l marke t , 
p robab ly on the e x p e c t a t i o n of f o r e i g n banks and i n v e s t o r s t h a t Bank Rate 
would be r educed . Throughout F e b r u a r y , t h e d i s c o u n t houses f aced heavy 
" o u t s i d e " compe t i t i on a t t h e week ly - tender and were a b l e to o b t a i n only 
between 21 and 37 p e r c e n t of t h e b i l l s o f f e r e d i n t h e f i v e t e n d e r s p r i o r 
t o the Bank Rate a c t i o n . 

The a p p r e c i a b l e r i s e i n bond p r i c e s a f t e r mid-January may a l s o 
have drawn f o r e i g n f u n d s i n t o t h e g i l t - e d g e d market i n sea rch of c a p i t a l 
g a i n s . Yie lds on l ong - t e rm and undated s e c u r i t i e s were pushed down s h a r p l y 
by s i g n i f i c a n t purchases by B r i t i s h i n s t i t u t i o n s i n e a r l y Feb rua ry . 
Yie lds on s h o r t bonds dropped s h a r p l y wi th t h e d e c l i n e i n t h e b i l l r a t e 
i n e a r l y March. Recent changes i n bond y i e l d s ( i n pe r c e n t p e r annum) were : 

Treasury 3-1/2% 
b i l l k-1/2% 3% 5-1/2% 5-1/2% War 2-1/2% 

( a u c t i o n ) 196H 1965-75 1982-81 2008-12 Loan Consols 

J a n . U - 5:U3 5 .85 6.27 6 .30 6 . 6 5 6 .77 6 .57 
Feb. 1 5.22 5 . 7 1 6 . 2 5 6 . 3 5 6 .50 6 .63 6.IU1 
March 1 5 .67 5 . 5 1 6 .22 6 .30 6 .35 6 .L5 6 .26 

12 5.02 5 . 20 6 .20 6 . 2 5 6 .30 6.U0 6 . 2 5 

P r i v a t e c r e d i t expanded a p p r e c i a b l y dur ing F e b r u a r y . The modest 
growth i n p r i v a t e bank loans between mid-December and mid-January was 
fo l lowed by a s u b s t a n t i a l i n c r e a s e t o mid-February . I n s t a l l m e n t c r e d i t 
showed a l e s s than s e a s o n a l d e c l i n e i n January , r e f l e c t i n g a p i ck -up i n 
motor v e h i c l e s a l e s s i n c e t h e f i r s t of t h i s y e a r . The p r i v a t e c r e d i t 
expans ion , t o g e t h e r w i t h t h e h igh l e v e l of r e t a i l s a l e s i n t he December-
February p e r i o d , sugges t s t h a t t h e l ong -awa i t ed up tu rn i n domestic bus ines s 
a c t i v i t y may now be i n p r o c e s s of occur ing f o r t he f i r s t t ime s i n c e 
r e s t r i c t i v e f i n a n c i a l measures were i n t roduced i n Ju ly 1961. 

B r i t a i n ' s t r a d e r e t u r n s were l e s s u n f a v o r a b l e i n February t h a n 
t h e y were i n Janua ry , l a r g e l y because of a l a r g e drop i n i m p o r t s . However, 
e x p o r t s r ecovered only s l i g h t l y and shipments i n t he t h r e e months, December 
t o February, w e r e - l pe r c e n t lower than the movement i n t h e p reced ing t h r e e 
months« ? 

Money marke t . Vigorous i n t e r v e n t i o n by t h e Bank of England 
pushed up t h e a f t e r - t e n d e r market r a t e f o r Treasury b i l l s f rom 5<>l6 p e r 
c e n t on February 2 t o 5«HU per c e n t on February 16 where i t remained u n t i l 
e a r l y March ( see Table and Char t 2 ) . A f t e r t h e March 9 r e d u c t i o n i n B a t i k 
R a t e , t h e market y i e l d dropped to 5 . 0 3 pe r c e n t and b i l l s were be ing t r aded a t 
around U.9U pe r c e n t on March l i t . 

During t h i s p e r i o d , t h e d i scoun t houses were ab l e t o o b t a i n only 
p a r t of t h e i r u s u a l p r o p o r t i o n of T r e a s u r y b i l l s a t t he weekly t e n d e r , as 
t h e f o l l o w i n g p e r c e n t a g e f i g u r e s show: 
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Feb. 2 33 
9 22 
16 28 
23 21 

Mar. 2 37 

Local a u t h o r i t y depos i t market . B r i t i s h l o c a l a u t h o r i t i e s con-
t i nuous ly r equ i red f u n d s , p a r t i c u l a r l y a t sho r t - t e rm , and r a t e s on 7-day t o 
3-month depos i t s were maintained a t around a 6 -3 /8 per cen t l e v e l through-
out the per iod under rev iew. The seasonal c r e d i t t i g h t n e s s as a r e s u l t 
of the t ax inf low t o the Exchequer and the f a c t t h a t March i s t he l a s t 
month of t he f i s c a l year probably con t r ibu ted t o the cont inuing demand f o r 
shor t - t e rm funds in t h i s market . 

Though the bulk of these funds i s suppl ied by domestic l e n d e r s , 
f o r e i g n funds flowed d i r e c t l y i n t o t h i s market i n amounts descr ibed by 
the p ress as "minor" and " to some e x t e n t . " In a d d i t i o n , London i n s t i t u t i o n s 
probably s h i f t e d Euro-dol la r d e p o s i t s i n t o t h i s market i n some volume 
because the ne t advantage i n favor of such depos i t s over Euro-dol la r de -
p o s i t s (with the exchange r i s k of r e t u r n i n g from pounds t o d o l l a r s covered 
a t market r a t e s ) has r e c e n t l y ranged between 25 and U6 b a s i s p o i n t s , as 
the fol lowing f i g u r e s show ( i n per cent per annum): 

0.3U 
o.hk 
0.25 
0.3U 
0.32 

The f i g u r e s on which t h i s i ncen t ive has been ca l cu l a t ed may be found in the 
t ab l e a t the end of t h i s r e p o r t . 

Recent o f f i c i a l e s t imates show t h a t , even though t h e i r spending 
needs a re l a r g e l y f o r long-term purposes , B r i t i s h l o c a l a u t h o r i t i e s have 
b u i l t up a s u b s t a n t i a l mass of shor t - t e rm debt s ince the 1955 dec i s ion 
which requ i red them to borrow from the market r a t h e r than from the Treasury-
f inanced Publ ic Works Loan Board. Their t o t a l borrowings have grown only 
from £5 .5 b i l l i o n i n March 1958 to £6.6 b i l l i o n i n March 1961 but v i r t u a l l y 
the e n t i r e growth has been i n borrowings under one year i n m a t u r i t i e s as 
the fo l lowing aggregate f i g u r e s ( i n b i l l i o n s of pounds as of March 31) show: 

1958 1959 I960 1961 

Less than 1 year 0 . 5 0 .9 1 . 1 l .U 
1 t o 5 years 0 .6 0 .8 0 .9 0 .9 
5 t o 15 years 1 . 1 1 .0 1 .0 1 .0 
Over 15 years M M M 

T o t a l . 5 .5 5 ,9 6 .2 6 .6 
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Jan. 5 
12 

' 19 
26 

38 
25 
63 
61 

Jan . 5 0.37 
12 0.20 
19 0.37 

. 26 0 .31 
Feb. 2 0.U6 

Feb. 9 
16 
23 

Mar. 2 
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In 1961, about hal f the t o t a l borrowing of l e s s than 1 year was 
i n the form of c a l l or 7-day no t i ce d e p o s i t s . The recent growth i n these 
sho r t -no t i ce ob l iga t ions may be seen i n the fol lowing breakdown ( in mi l l ions 
of pounds) by matur i ty : 

1958 1 9 # I960 1961 1962 

Cal l or 7 days ' no t i ce 275 312 371 508 £/6$o 
Up to 3 months 8U 123 120 188 — — 

3 to 6 months UO 65 70 102 —— 

6 to 12 months 23 57 87 61 —— 

Other funds 66 90 108 _ i S o —— 

Total L88 6U6 756 1,009 3/1,500 

a / Rough es t imate by Paul Bareau in The S t a t i s t , February 9, 
19*52, page UlO. 

Mr» Paul Bareau, a leading j o u r n a l i s t , has est imated t o t a l 
borrowings under 1 year i n e a r l y 1962 a t around £1,500 mi l l ion with about 
£650 mi l l ion on a c a l l or 7-day no t ice b a s i s . Within the c a l l to 3-month 
range of m a t u r i t i e s , a s u b s t a n t i a l amount of fo re ign money has been 
a t t r a c t e d t o t h i s market• Bareau has explained: 

"A number of banks and accepting houses have developed s p e c i a l 
s k i l l i n t h i s bus ines s . They have borrowed fo re ign cu r renc ie s , 
including d o l l a r s , gu i lde rs and Swiss f r a n c s , converted them 
in to s t e r l i n g , l e n t the s t e r l i n g to l o c a l a u t h o r i t i e s , covered 
the exchange r i s k by an appropr ia te forward sa le of s t e r l i n g 
and purchase of the currency they borrowed and closed the 
t r ansac t ion with a reasonable p r o f i t . " 

He went on to add: 

"This i s hot money par excel lence and the dependence of the l o c a l 
a u t h o r i t i e s on i t puts them very much a t the mercy of the most 
v o l a t i l e type of c a p i t a l t h a t could be put a t t h e i r d i s p o s a l . " 

The ex ten t to which t h i s market has developed may be seen in the 
f a c t t h a t the B r i t i s h p ress publ ishes every week a schedule of r a t e s 
covering the fol lowing wide range of ma tu r i t i e s of depos i t r e c e i p t s or 
mortgage lending in t h i s market: . . . 

2 and 7 days ' notice3 
7 days ' no t i ce with minimum per iods of 1 , 3 and 6 months; 
36U days ' n o t i c e ; 
2 to 6 years (6 months' n o t i c e ) ; 
2 to 3^rears ; 3 to 5 yea r s ; 5 t o 7 yea r s ; 10 to 12 yea r s ; 

15 yea r s ; 20 years ; 35 to 60 yea r s ; and 
30 and k0 to 60 years., repayable half y e a r l y . 
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Immediately a f t e r t he Bank Rate r e d u c t i o n , r a t e s on 7-day and 
1-month funds dropped t o about 6 per cen t bu t o the r r a t e s were maintained 
a t about 6 - l / U and h i g h e r . As a r e s u l t , the B r i t i s h p r e s s r epo r t ed a 
resumption of t h e in f low of f o r e i g n funds i n t o t h i s market . 

Gi l t - edged marke t . Buying i n t e r e s t i n government s e c u r i t i e s i n 
the pe r iod under review brought g i l t - e d g e d y i e l d s s u b s t a n t i a l l y below e a r l y -
January l e v e l s (see Table and Chart 6 ) . B r i t i s h i n s t i t u t i o n a l i n v e s t o r s , 
e s p e c i a l l y insurance companies and pension f u n d s , en tered a s s u b s t a n t i a l 
buyers of long- term and undated bonds i n e a r l y February to provide a f i r m 
underpinning f o r a move t o a s u b s t a n t i a l l y lower l e v e l i n bond y i e l d s dur ing 
February . 

On March 10, t h e lower longer - te rm y i e l d s reached i n mid-February 
were s t i l l being main ta ined . The main immediate e f f e c t s of the lower Bank 
Rate were found i n reduced y i e l d s on shor t - t e rm bonds. 

A £12 m i l l i o n 6 - l /U pe r cent Government of Northern I r e l a n d i s s u e 
maturing i n 197U which was o f f e r e d a t 97-1/2 on February lU moved slowly 
as 6U per, cen t of t he bonds were l e f t with the u n d e r w r i t e r s . The bond 
opened a t 1/2 pe r cent discount and i t was no t u n t i l e a r l y March t h a t the 
bond reached p a r . . 

London c l e a r i n g banks . Recent changes i n a s s e t s ( i n m i l l i o n s , o f pounds)s 
Loans t o p u b l i c s e c t o r Loans to 

Liquid a s s e t s Govt. j p r iva te s e c t o r 
. Net 

d e p o s i t s Amount 
Per 
cen t 

secu-
r i t i e s 

T r e a s . 
b i l l s 

T o f t l 
Advances 

Tg^a! 

I960 
(March) 
June 
S e p t . 
Dec. 

(6,073) 
. + 103 

+ 101 
- 15 

(2,217) (31.5) 
+ 36 (31.U) 
+ 23 (31.6) 
+ 123 (31.9) 

(1,368) 
- 123 
- 62 
- 2k 

(9U1) 
+ 17 
+ 2k 
+ U7 

(2,937) 
- 122 
- k 
+ 25 

(2 ,933) 
+ 137 
+ 6U 
+ U8 

(3,086) 
+ 129 
+ 51 

1961 
March 
June 
S e p t . 
Dec. 

- 118 
+ 216 
- kk 
+ 2U 

- 2 1 2 
+ 207 
+ 128 
+ 156 

(30.it) 
(32.2) 
(3U.3) 
(35.3) 

- 85 
- 102 
- 36 
+ 6 

- 216 
+ 177 
+ 112 

'+ k 

- 3k9 
+ 83 
+ 72 
+ 129 

+ 133 
+ lUU 
- 180 
- 75 

+ 191 
+ 158 
- 151 
- 77 

1962 
Jan . 
Feb. 

133 
239 

+ 121 (36.1) 
- 325 (32.2) 

+ 3 
- 27 

120 
27k 

10h 
305 

a / Includes loans t o n a t i o n a l i z e d i n d u s t r i e s and c a l l l o a n s , 
b / Includes commercial and o ther b i l l s . 

30 
93 

U3 
91 
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Ins ta l lment c r e d i t . Ins t a l lmen t c r e d i t outs tanding decl ined by 
£17 mi l l ion in January. This r e s u l t r e f l e c t e d a l a r g e l y seasonal f a l l 
i n c r e d i t by household goods shops and a g rea t e r - than - seasona l expansion 
in new business of f inance houses which accompanied a sharp r i s e in i n s t a l l -
ment s a l e s of motor v e h i c l e s i n January. Recent monthly changes i n c r e d i t 
i n c r e d i t outstanding ( i n mi l l ions of pounds) were: 

Tota l Monthly changes 
f o r Ju ly Aug. Sep t . Oct . Nov. Dec. Jan . 

Shops 306 - 1 - 2 0 0 + 6 - 5 
Finance houses 662 - 16 - 11 - 11 - 10 zM 

Total 968 + 3 - 18 - 11 - 11 - h - 17 

In e a r l y March, the l a r g e s t f i nance house decided u n i l a t e r a l l y 
t o in t roduce a supplementary sca l e of commission payments which provides 
to dea l e r s a t o t a l r e b a t e of 20 per cent of c r e d i t charges in s t ead of the 
p resen t 10 per cent l i m i t under an indus t ry "code of p r ac t i c eo" This s t ep 
is. l i k e l y to lead t o "a reawakening of vigorous compet i t ion f o r car h i r e -
purchase bus ine s s . " 

Foreign t r a d e . B r i t a i n ' s t r ade p o s i t i o n improved somewhat over 
the unfavorable January f i g u r e s as imports decl ined apprec iab ly . The 
r i s e i n expor ts brought shipments to the 1961 l e v e l . Recent s easona l ly -
ad jus t ed t rade r e t u r n s (monthly averages i n mi l l i ons of pounds) were: 

I960 1961 1962 
Year I I I . I I I IV Jan . Feb. 

Imports 380 38$ 363 361 363 380 363 
Exports 296 309 302 309 305 300 307 
Re-exports 12 12 - 1 3 - 1 3 12 11 

Trade balance - 72 - 6U - hS - 33 - U5 - 68 - 16 

Foreign exchange r e s e r v e s . During February, B r i t a i n ' s o f f i c i a l 
r e se rves ( ad jus t ed f o r a £75 mi l l ion prepayment to the IMF) rose by £80 
mi l l i on ($22U m i l l i o n ) , one of the l a r g e s t monthly r e se rve acc rua l s f o r 
many y e a r s . The F inanc ia l Times a t t r i b u t e s the r i s e to c a p i t a l in f low 
"both because of high U.K. i n t e r e s t r a t e s and because of a l ack of con-
f idence i n the d o l l a r " (March 3, 1962, page 1)» The a r t i c l e does not 
expand f u r t h e r on the so -ca l l ed " lack of confidence" of the d o l l a r . 
But the dec l i ne in the gold p r i c e i n the London b u l l i o n market during t h i s 

'per iod i s a f a c t d i f f i c u l t to r econc i l e with any so -ca l l ed confidence 
f a c t o r . In add i t i on t o high i n t e r e s t r a t e s i n London, the s u b s t a n t i a l r i s e 
i n the s t e r l i n g balances of the outer s t e r l i n g coun t r i e s repor ted by 
B r i t a i n f o r t he f o u r t h qua r t e r suggests t h a t h igher export proceeds of 
these "countries may have been con t r i bu t i ng to some ex ten t .to the cu r r en t 
s t r e n g t h of s t e r l i n g . Recent monthly changes in r ese rves ( i n mi l l i ons 
of pounds) have been: 
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1961 1962 
Sep t . Oct . Nov. Dec. Jan . Feb. 

Reported f i g u r e + 2U - 8 + 9 - 85 + 33 *• 5 
Adjusted f o r s p e c i a l 

t r a n s a c t i o n s + 107 + 112 + 59 - 18 + 33 + 80 

Foreign exchange market . The pound showed sus ta ined s t r e n g t h 
dur ing the per iod under review. The spot r a t e rose from 280.96 U.S. cen t s 
on January 2 t o 281.21 U.S. cen t s on January 31, t o 281.5U U.S. cents on 
February 23 and t o 281.78 U.S. cen ts on March 15 (see Table and Chart 8 ) . 
The discount on t he forward pound was reduced with the lower l e v e l of 
money r a t e s in London (see Chart 9)• 

Bull ion market . The f l u r r y in demand f o r gold repor ted l a s t 
month reached a peak i n l a t e January and e a r l y February and the gold1 p r i c e 
dropped r a p i d l y a f t e r mid-February. Ety e a r l y March, the d a i l y f i x i n g p r i c e 
dropped below $35*08, the f i r s t time s ince July 1961 t h a t the market p r i c e 
has been below the e f f e c t i v e U.S. Treasury s e l l i n g p r i c e . The f i n a n c i a l 
p r e s s have a t t r i b u t e d the p r i c e f a l l s t o " f a i r l y l a r g e o f f e r i n g s of gold - -
be l i eved t o be coining mainly from c o n t i n e n t a l sources — which met weak 
demand _from buyers" and lessened demand f o r gold i n London by f o r e i g n 
c e n t r a l banks• Greater confidence wi th in France about the French p o l i t i c a l 
s i t u a t i o n , r e f l e c t e d i n the sharp f a l l s i n the p r i c e of gold coins i n 
P a r i s and Zur ich , has undoubtedly con t r ibu ted to reduced p r i v a t e demand f o r 
gold during t h i s pe r iod . Recent Fr iday p r i c e s a t the London f i x i n g ( in 
U0So d o l l a r s per ounce) have been: 

Jan . 5 35.15L Feb. 16 35.127 
26 35.168 23 35.083 

Feb. 2 35.163 Mar. 2 35.086 
9 35.119 9 35.078 

10 

Stock market . With a c t i v i t y on the q u i e t s i de , the index of 
i n d u s t r i a l stock p r i c e s was unchanged i n the f i r s t ha l f of February (see 
Table and Chart 7 ) . However, p r i c e s moved toward lower l e v e l s i n mid-
Februaiy and again i n e a r l y March. Market r e p o r t s i nd ica t ed t h a t un-
c e r t a i n t y about a c a p i t a l gains t a x , d i sappoin t ing p r o f i t s r e p o r t s and some 
pre-Budget p r o f i t - t a k i n g con t r ibu ted to the e a s i e r t rend i n share p r i ces» 

Europe and B r i t i s h Commonwealth Sec t ion . 

I I . Nine Charts on F i n a n c i a l Markets Abroad 
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United Kingdom: Treasury B i l l Yie lds and Exchange Rates 

3-mo. 
U.K. 
JL 

Treasury b i l l arbitrage 
U.S. D i f f e r - 3-mo. 
V ence pound]?/ 

c a l c u l a t i o n 
In favor 

U.K. b i l ] c / -

Spot 
pound 

(U.S. 
cents ) 

London depos i t f a t e s 
U.S. Local 

d o l l a r author i ty 
(3-mo.) (3 mo.) 

1961-High . 6O7U 2.7U U.U5 - 0 . 7 9 1 .13 281.62 UoOO 7-1 /2 
Low U.17 2.16 1.88 -U .36 -2.12 278.U7 3.13 6 

Dec. 29 5.28 2.67 2 . 6 1 -2.5U 0.07 280.80 3.88 7 
Jan„ 5- " 5.3L 2.7U 2 .60"- -2.88 - 0 . 2 8 280.97 3.50 6-3/U . 

12 5.3L 2 .76 2.58 - 2 . 6 7 -0 .09 281.15 3.58 6-l/U 
19 5.22 2 . 7 1 2 .51 - 2 . 5 0 0 . 0 1 281.185 3.38 6-l/U 
2 4 5 .16 2.67 2.1:9 - 2 . 5 6 - 0 . 0 7 281.16 3.38 6 - 1 / 2 

Feb . 2 5 .16 2.67 2.U9 - 2 . 5 3 -OoOU 281.27 3.38 6 - 3 / 8 
9 5.3L 2.72 2.62 - 2 . 6 6 -0.0U 281.U5 3.38 6 - 3 / 8 
16 5.LL 2 .83 2 . 6 1 - 2 . 6 3 - 0 . 0 2 28.155 3 .31 6 - 3 / 8 
23 5 .UU 2.6? 2.75 - 2 . 5 6 0.19 281.51 3.UU 6 - l / U 

Mar. 2 5 .UU 2.69 2 .75 —2 .60 0.15 281.60 3.UU 6-3/8(to 9/16) 
9 5 .03 2.76 2.27 -2.U3 —0.16 281.61 3o kh 6-3/16(to yk) 

a / Market quotation f o r Friday. 
b7 Spread between spot and 3-month forward rate i n per cent per annum. Discount 

equals ( - ) . 
c / Net of d i f f e r e n c e i n b i l l y i e l d l e s s discount on 3-month s t e r l i n g * 

United Kingdom: Se lected Capital Market Yie lds 

U.K. Government bond y i e l d s Share Yie ld Share 
U-l/2% jjc, 5-1/2% 3-1/2% 2-1/2% y i e l d gap p r i c e s 

196b 1965-75 2008-12 War Loan Consols 1/ V ±f 

1961-High 6 . 6 5 6 . 6 8 — 6.92 6 .79 . 5 . U 8 1.90 365.3 
Low 5 . 1 5 5 ,95 — 5 .95 5 .70 l i . 2 2 0 . 8 6 287.7 

J a n . U 5 .85 6.27 6 .65 6.77 6 . 5 7 5.15 . l o U 2 307.1 
11 5.80 6.20 6 .65 6 . 6 U 6.50 5 .17 1 . 3 3 305.3 

: 18 5 .65 6 . 2 1 6.60 6.68 6 .52 5.10 1.U2 309.6 
25 5 . 7 1 6.23 6 . 6 0 6 . 7 1 6 .53 5 . 2 1 1 .32 3 0 2 . 8 

Feb. 1 5 . 7 1 6 .25 6 . 5 0 6.63 6 .UU 5.18 1.26 30L.9 
8 5.67 6 .18 6 .35 6 . U 0 6.20 5 .19 1 . 0 1 30Uoi+ 
1 5 5 .65 6.19 6 .35 6.U3 6.26 5.22 1.0U 3 0 3 . U 

/ 22 5 .58 6 .19 6 .30 6.U2 6 . 2 5 5 .17 1.08 299.1i 
Mar. 1 5 . 5 1 6 .22 6 . 3 5 6.U5 6 .26 5 .19 1.07 298.0 

8 5.L3 6 . 2 3 6 .30 6 .k3 6 .25 5 . 2 6 0.99 29k.7 

a / F inanc ia l Times. " 
b / D i f f erence between y i e l d on 2 - 1 / 2 per cent Consols, and share y i e l d . Digitized for FRASER 
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I N T E R E S T A R B ! T R A C E , U N I T E D S T A T E S / C A N A D A 

T h u r s d a y f i g u r e s 
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 

I 
rVA/\i_l \ A 

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 

S P R E A D I N F A V O R O F . C A N A D A + 

A / 

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 T 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 C A N A D A + 
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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 

l r id°vL iaure$. p: 

3 - M O N T H TREASURY BILL RATES 

RATE D I F F E R E N T I A L A N D J 
~ 3 - M O NTH 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 OF L O N D O N 

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 
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4 

n 

3 - M O N T H TREASURY BILLS, INTERBANK L E N D I N G RATE A N D 
- E U R O - D O L L A R DEPOSIT RATES 

r r \ G E R M A N I N T E R B A N K L O A N R A T E 

J / \ 
E U R O - D O L L A R 

RATE D IFFERENTIAL A N D F O R W A R D DEUTSCHE MARK 

, M , V 

RATE D IFFERENTIAL WITH F O R W A R D E X C H A N G E COVER 

I N F A V O R O F F R A N K F U R T ( + ) 

' V I N T E R B A N K L O A N R A T E 

I 9 6 0 1 9 6 1 1 9 6 2 

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



INTEREST ARBITRAGE, FRANKFURT / LONDON 

F r i d a y f i g u r e s 

" 3 - MO NTH TREASURY BILLS A N D 
INTERBANK L E N D I N G RATES 

i— 1/"\ 

\ A G E R M A N I N T E R B A N K 

RATE DIFFERENTIAL A N D | 
- 3 - M O N T H FORWARD STERLING — 

T< 

RATE DIFFERENTIAL WITH FORWARD EXCHANGE COVER 

V\- G E R M A N T R E A S U R Y B I L L S / 

/V 

19 62 
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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 * 

E U B O - D O t l A I - 1 0 * 0 0 * t -
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A 

V j \ C A N A D A 

3-month treaiury bill rotei lor aH'counlriej except Japan (3 month interbank deposit role) ond Switzerland (3-month deposit rate) 
^ 3 month rote for U S dollar depcwiti in London c 
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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 

; I _ y x / 

J A M M I N I ! 1 1 1 1 1 1 1 1 1 1 f I I 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 I I 1 1 1 1 1 ! ~ L U ~ 

S W I T Z E R L A N D j 
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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 * 

Japan: lnde» ol all t loc l i traded on Tokyo «.change 
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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 RATES 
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