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CAPITAL MARKET DEVELOPMENTS ABROAD 

Io Germany 
I I . Nine Charts on Financia l Markets Abroad 

Germanys Money and Capi ta l Markets during February 

During February, easy conditions continued t o p r e v a i l i n German > 
money and c a p i t a l markets, The shor t - te rm money market was qui te l i q u i d and 
the day-to-day money r a t e f e l l b r i e f l y t o 1 -1 /8 per cen t , German commercial 
banks continued t o place la rge sums abroad* The bond market continued 
strong and ac t ive , with y i e lds declining„ For the f i r s t time since l a s t 
summer a major loan was placed with a coupon of l e s s than 6 per cent and 
average market y i e ld s on long-term bonds declined from 6.0 t o 5®9 per cen t . 
The c i t y of Osaka, Japan3 f l o a t e d the f i r s t fo re ign loan on the 
German market s ince the IBRD loan in Apr i l 1959» The 10-year , DM 100 
mi l l ion Osaka loan., which yie lded 7 ol per cen t , was e a s i l y absorbed by the 
market. The stock market was s l i g h t l y more buoyant in February and ea r ly 
March, but su f fe red a major decl ine i n the t h i r d week as t he r e s u l t of 
domestic s e l l i n g , 

In March the money market became very t i g h t as the r e s u l t of a 
major t ax payment d a t e , which caused the banks to r e p a t r i a t e funds from 
abroad in s izeab le amounts and t o borrow temporari ly from the cen t ra l bank. 
As a r e s u l t of t h i s t echn ica l f a c t o r , day-to-day money r a t e s rose as high 
as U per cent on March 27, but began to decl ine the following day. Market 
y ie lds on long-term s e c u r i t i e s continued to decl ine in March, but a t a 
slower r a t e than in February® 

Following i s a summary of German i n t e r e s t r a t e s (per cent per 
annum) through February 1962: . , 

Discount r a t e 
Treasury b i l l s (60-90-day) 
Interbank loan r a t e s : 

Day-to-day 
Three-month 

Commercial bank ra tess 
Loans (maximum) 
Savings deposi ts (6-12 mos >) 
Time deposi ts (6-12 mos,) 

Bond y i e l d s : 
• Mortgage 
- I n d u s t r i a l 

Public a u t h o r i t i e s 
Total bonds ; 
p / Prel iminary, 

Spring 1959 
low point 

2,75 
2 - 2,13 

1.75-2.88 
2,50-2.88 

1961 1962 
February January Februarys 

Monthly range 
32/• 

3.50 
3 - 3,25 

2,63-1.13 
3.88-k.38 

•3. 
1,88 

1.25-2.75 
2.75-3.13 

3 
1,28 

1,13-2.88 
2,38-3.00 

II 
n ,a = 
n,%, 
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On f o r e i g n exchange markets, the mark was r e l a t i v e l y weak during 
February and most of March, f l u c t u a t i n g near p a r i t y . The weakness of the 

. 'mark was probably r e l a t e d to the small February t r ade su rp lus , which 
amounted t o $U2 mi l l ion a f t e r adjustment f o r a change in s t a t i s t i c a l 
procedures3 but not fop se'asonal va r i a t ion» 

Money market,, In February the German money market continued 
t o be qu i t e l iqu id„ Except a t the beginning of the month, when the re i s a 

' t e c h n i c a l t i g h t e n i n g , as the banks f u l f i l l t h e i r r ese rve requi rements , 
in terbank lending r a t e s were nea r ly as low as in January. In the I q s t 
week of February, day- to-day money decl ined to 1 - 1 / 8 per cent and 3-month 
money t o 2-3/8 per cen t , compared wi th lows of 1 per cent and 2-3/8 per 
c e n t , r e s p e c t i v e l y , i n January» 

During most of February, as in January,- German commercial banks 
placed shor t - t e rm funds abroad» However, the volume of such t r a n s a c t i o n s 
i s not ye t known. On February lU, t he Bundesbank attempted to moderate 
the outf low of funds by r a i s i n g from one t o two months the minimum per iod 
f o r DM-dollar swaps by banks a t a p r e f e r e n t i a l r a t e ( cu r r en t l y 0„£0 per 
cent )„ The market d iscount on the 3-month forward d o l l a r ranged between 
0o60 and 0»80 per cent i n February0 

In March the money-market t i gh tened apprec iab ly as the demand 
f o r funds rose i n a n t i c i p a t i o n of a major t ax payment, d a t e . Rising bus iness 
demands due to seasona l , and probably a l so c y c l i c a l , i n f luences cont r ibu ted 
to the demand.for funds» 

Af t e r eas ing somewhat i n e a r l y March, the money market t igh tened 
in mid-March, with day- to-day money r i s i n g to k per cent on March 27o 
That t he t i g h t n e s s was expected to be temporary i s ind ica ted by the f a c t 
t h a t in te rbank r a t e s f o r money f o r longer p e r i o d s , which a re normally 
h ighe r , lagged behind day- to-day money r a t e s . Interbank r a t e s f o r 30-day 
money remained at 2-3 /8 t o 2=£/8 per cent from March 6 through March 26, 
and 90-day money was s teady a t 2-1/2 t o 2-3/U per c e n t . I t i s repor ted 
t h a t the commercial banks r e p a t r i a t e d wel l over $100 m i l l i o n of funds 
from money-markets abroad and cashed Treasury paper and rediscounted b i l l s 
with the c e n t r a l bank i n volume, but t h a t most banks d id not have s u f f i c i e n t 
l i q u i d funds to meet r e se rve requi rements . On the one hand, the banks were 
a f r a i d t h a t too much r e f i n a n c i n g would c rea te excess l i q u i d i t y i n A p r i l , 
and on the other hand, they expected l a rge outpayments by the Treasury be fore 
the end of the month<, On March 9 the Bundesbank again reduced the minimum 
swap per iod f o r forward- d o l l a r s in order t o moderate the inf low of bank 
fundso The market d iscount on t h e d o l l a r 3-monthsforward dec l ined during 
March t o 0o2 per cent on the 23rd , but rose again t o 0.U on March 280 

Throughout February and most of March, the Bundesbank's s e l l i n g 
r a t e f o r 60= t o 90-day Treasury b i l l s remained unchanged a t 1 - 7 / 8 per 
cen t 5 and the discount r a t e was unchanged a t 3 per c e n t . 
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Bond market . New i s s u e s of f i x e d i n t e r e s t - b e a r i n g s e c u r i t i e s i n 
Germany were a t a record l e v e l f o r t he month in February® At DM 1,k75 
m i l l i o n , the volume of new i s s u e s was s l i g h t l y higher than in January, when 
volume i s normally l a r g e s t . In both January and February new i s s u e s t»y 
i n d u s t r y , pub l ic a u t h o r i t i e s , and f o r e i g n coun t r i e s were mainly r e spons ib le 
f o r t h e high volume. Mortgage and municipal bonds, which u sua l l y con-
s t i t u t e the bulk of new i s s u e s , amounted t o l e s s than kO per cen t of the 
t o t a l , i n c o n t r a s t t o over 60 pe r cent i n I960 and 1961, New s e c u r i t y 
placements (nominal values i n mi l l i ons of DM, monthly or monthly average) 
i n r e c e n t months were as f o l l o w s : 

Indus-
t r i a l 

Publ ic 
au tho r -
i t i e s 

Foreign 
bonds 

Sub- . 
t o t a l 

Mort- . 
gage*/ 

Tota l 
bonds Shares 

Tota l 
secu-
r i t i e s 

1960i IV 128 „ 128 269 k21 97 518 
1961: I ho kk5 —— U85 539 1,125 229 1,35k 

I I 17 103 — — 120 531 7kk l k l 885 
I I I — — 86 k 90 169 613 263 876 
IV 150 80 230 511 . 726 98 82k 

Nov. 129 129 . koo 655 68 723 
Dec, 150 105 —— 355 571 897 126 1,023 

1962: Jan . 110 lOl —— • 521 83k l ,k72 130 1,602 
Feb. p / 150 530 100 780 58k l , k 7 5 135 1,610 

a / Includes municipal bonds. ~~ ~ 
p / P re l imina ry . 

Average market y i e l d s on bonds dec l ined in January from 6 .0 t o 
5*9 per c e n t , and t h i s downward t rend of y i e l d s i s r epor t ed t o have 
continued i n February in s p i t e of the l a r g e volume of new i s s u e s pu t on 
the market . The Federa l Post loan of DM 210 m i l l i o h , which was i ssued 
a t the end of February with a 5 -3 /k per cen t coupon a t 99 ( e f f e c t i v e y i e l d 
5*85 per cent ) was heav i ly oversubscr ibed . The DM 100 mi l l i on loan of 
the c i t y of Osaka, Japan, was a l s o absorbed without d i f f i c u l t y ; however, the 
e f f e c t i v e y i e l d was 7 . 1 per c e n t . 

The F r a n k f u r t e r Bank asc r ibed the excep t iona l success of bond 
p lac ings in January and February i n p a r t t o the r e l e a s e towards the end of 
l a s t year of blocked savings depos i t s amounting t o over. DM 2 b i l l i o n . 
Moreover, i n t e r e s t and redemption payments a t the c lose of 1961 were 
est imated by the Bundesbank a t DM 1 b i l l i o n , and . the bulk of these funds 
were probably a v a i l a b l e f o r re inves tment . I t i s not expected t h a t such a 
l a rge volume of domestic funds w i l l be a v a i l a b l e t o t h e bond market i n 
the next few months. Although i t i s g e n e r a l l y expected t h a t t he downward 
t rend of long-term y i e l d s w i l l continue u n t i l a r a t e of 5-1 /2 per cen t i s 
e s t a b l i s h e d f o r i n d u s t r i a l and o f f i c i a l u s e r s , concern has been expressed 
i n some qua r t e r s t h a t t h i s goal might be endangered by over- loading the 
market with new i s s u e s . 
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On March 23, the Federa l Loan Committee approved a DM 260 m i l l i o n , 
15 y e a r , Federa l Railway loan t o be i ssued on Apr i l U a t 99-5 per cent 
of par with a coupon of 5-3/U per c e n t . The Federa l Government, which 
plans t o r a i s e DM 1,0 b i l l i o n on the long-term c a p i t a l market i n 1962, 
i s not expected t o en te r the market before May0 However, new long-term 
i s s u e s by i ndus t ry during the spr ing of 1962 are expected t o amount t o 
DM 300-U00 mi l l ion = Among the companies planning t o i s sue bonds a re 
Dortmund-Hoerder, Thyssen, and Rheinische Braunkohle, 

Stock marketo In Februaiy , s tock p r i c e s f l u c t u a t e d w i t h i n a 
f a i r l y narrow range In t he f i r s t ha l f of March the market was more 
buoyant , and the F rank fu r t e r Allgemeine 's index of share p r i c e s rose on 
March 6 to 217 f o r the f i r s t time s ince mid-January, Foreign demand f o r 
German shares was repor ted to be mainly r e spons ib le f o r t h i s r i s e i n market 
p r i c e s . Af t e r t h a t , however, p r i c e s d r i f t e d downward. On March 26, 
the market broke sha rp ly , with the F.A.Z. index dec l in ing by 2 .6 per cent 
to the lowest l e v e l s ince l a s t August0 Se l l i ng p r e s s u r e , which came from 
Germans, was a t t r i b u t e d t o disappointment over the course of the Geneva 
t a l k s , and to the s trong warning on the dangers of r i s i n g wage cos t s 
i ssued by Economics Minis te r Erhard i n a r ad io address to the na t ion on 
March 22. The market r a l l i e d on the 27 th , the F.A,Z, index r i s i n g t o 20L.91. 
Recent l e v e l s of the F.A.Z. index of stock p r i c e s (December 31, 1958 
equals 100) were) : 

July 31 223.80 1962 s Jan , 5 217.25 
Aug, 31 203.38 31 213.88 
Oct, 13 206.35 Feb, 3- 215.26 

31 219.36 6 211.07 
Nov, 17 229.72 15 215.99 

30 227.36 19 21U.01 
Dec, 29 220.92 27 211,90 

Mar, 7 217.30 
15 215.31 
20 212.33 
22 210,01 
23 207.25 
26 201.95 
27 20U.91 

Foreign exchange r e s e r v e s . Gross gold and f o r e i g n exchange 
r e se rves of the Bundesbank rose by $36 mi l l i on i n February t o $69UU2 m i l l i o n . 
A l l of the r i s e may have been due to B r i t i s h purchases of marks i n order to 
repay on F e b r u a r y 28 p a r t of i t s DM drawing from the I n t e r n a t i o n a l 
Monetary Fund l a s t August, In view of the r e p o r t t h a t by the l a s t week of 
February German commercial banks had a l ready begun to r e p a t r i a t e funds t o 
meet the demand caused by. a major t ax payment da te i n March, t h e r e may have 
been a d e f i c i t i n the German balance of payments in February, due perhaps 
t o heav ie r impor t s ,bu t February data a re not ye t ava i l ab le„ O f f i c i a l 
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r e se rves rose by $212 mi l l i on i n the f i r s t t h r e e weeks of March, p r i m a r i l y 
as a r e s u l t of r e p a t r i a t i o n of funds by the commercial banks• Monthly 
or q u a r t e r l y changes i n German r e se rves of gold and f o r e i g n exchange i n 
1961 and 1962 ( in m i l l i o n s of U„S0 d o l l a r s ) were as fo l lows : 

1 9 6 1 1962 
I I I H I IV Dec. Jan . Feb* 

Bundesbank +300 -282 -570 + 68 - +358 -731 +36 

Comm. banks a / +U79 -U27 -502 +818 n . a . 

To ta l +799 5/+122 - 6 hh -359 - l U U + 8 7 n . a . 

a / Balances with f o r e i g n banks and money market investments, abroad e ~~ 
15/ A f t e r s p e c i a l debt prepayments of $776 mi l l i on t o the United S t a t e s 

and the United Kingdom, The t o t a l would be a reserve gain of $ 8 9 8 m i l l i o n , 
i f a d j u s t e d f o r t he se t r a n s a c t i o n s 0 

Foreign a i d , Germany has r e c e n t l y concluded t h e fol lowing a id 
agreements with f o r e i g n c o u n t r i e s : 

Amount 
Country DM § 

(mi l l ions ) 

Syr ia 6b 16 

Jordan 15 U 

Por tuga l 150 38 

Rate 
per cent 

Not known 

3 

3 - 1 / 1 * 

Term 
years 

20 

h - 3 / h 

Purpose 

S t a b i l i z a t i o n (I4O per cent 
of consortium l o a n ) . 

Por t expansion. 

I r r i g a t i o n , a i r p o r t 
expansion. 

Foreign t r a d e . The German S t a t i s t i c a l Of f i ce has revealed t h a t 
a change i n customs procedures r e s u l t e d i n a r t i f i c i a l l y high import f i g u r e s 
i n the l a s t t h r e e months» Beginning i n December 1961, goods des t ined 
even tua l ly f o r the German market were counted as imports when t hey entered 
customs f r e e zones, or warehouses, as we l l a s , according to the former 
p r a c t i c e , when they l e f t such zones„ This double counting of impor t s , 
which amounted to about $20 mi l l i on i n December, aid t o $36 m i l l i o n i n 
January has been e l iminated from the monthly t r ade f i g u r e s i n the t a b l e 
below, thus r a i s i n g the surp lus in those months over what was p rev ious ly -
r e p o r t e d . 

In February , German fo re ign t r a d e , seasona l ly a d j u s t e d , showed 
a small d e f i c i t , i n c o n t r a s t to a l a r g e surp lus i n January. Exports were 
ha rd ly changed from January, whereas imports increased subs tan t i a l ly , , 
S izeable imports of s t a t e - t r a d e d goods were repor ted t o have con t r ibu ted t o 
t he high l e v e l of imports i n February, I t i s p o s s i b l e , moreover, t h a t 
the seasonal -adjus tment f a c t o r i s no longer adequate , and t h a t a more 
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r e a l i s t i c r e v i s i o n of the German t r a d e p i c t u r e would be obtained by-
averaging two months' f i g u r e s . 

German Foreign Trade 
( seasona l ly a d j u s t e d , monthly or monthly 

averages 5 i n mi l l i ons UoSo d o l l a r s ) 

Calendar year 1961 
Monthly 

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

Exports 951 1,052 T,0U7 1,077 1,060 1,058 1,131 1,088 1,081 

Imports 8U8 917 852 936 911 960 1,013 915 1,097 

Surplus 103 135 195 lUl . 151 98 118 173 - 13 

Foreign exchange. The spo t d o l l a r s t rengthened aga in s t the D-mark 
i n February and March0 The mark dropped below par toward the end of 
February, and f l u c t u a t e d c l o s e l y around par i n the f i r s t half of March. 
The mark s t rengthened aga ins t the pound and the d o l l a r f o r two days 
fol lowing the reduct ion of Bank of England's d i scount r a t e on March 22, 
but weakened i n the succeeding days of March 0 Fr iday quota t ions f o r the 
spot D-mark during the r epor t ing per iod were ( i n U=S„ c e n t s ) : 

Jan. 26 25.025 " Mar. 2 25.013 
Feb. 2 22.030 9 2$.00L 

9 25 =>013 16 25*006 
16 25.015 23 25.0U5 
23 2ko998 

The market d i scount on the 3-months' forward d o l l a r ranged be-
tween 0 .6 and 0 .8 per cen t i n February, bu t dec l ined in the f i r s t t h r e e 
weeks of March, reaching 0.2 per cen t on the 23rd0 

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

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 Arb i t rage 2 United States/Canada 
Chart 2 - I n t e r e s t Arbi t rage s New York/London 
Chart 3 - I n t e r e s t Arb i t rage f o r German Commercial Banks 
Chart k - I n t e r e s t Arb i t r age , Frankfurt /London 
Chart 5 - Shor t - term I n t e r e s t Rates 
Chart 6 -= Lond-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. Dol lar 
Chart 9 - 3-month Forward Exchange Rates 
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Germanys Selec ted Money Market Yields arid Exchange Rates 
(per cent per annum) : " 

3-mo. Euro-
d o l l a r d e -

p o s i t s 
London 

3-mo. i n t e r -
bank loans 

F r a n k f u r t 

Spread 
i n f avor 
London 

3-mo. forward 
marks v s . US $ 
Comm. 
bankS/ Market 

3-mo. 

U.K. 

T r e a s . 

Ger . 

b i l l s 

U.S. 

1961-oct . 6 3.25 UoOO . -0 .75 - 0 . 2 5 - - 0 . 6 0 6.00 2 .13 2 .31 
Nov. 10 3-31 3.63 -0 .32 - 0 . 2 5 - 0 . 7 3 5 .31 2 .00 2.U7 
Dec. 22 3.88 3.75 +0.13 -1 .30 5.28 2.00 2.60 

1962-Jan. 3 . # 3.00 + 0 . 5 0 -0 .25 - 0 . 9 5 U.3U 1.88 2.7U 
26 "3.38 2.75 + 0 . 6 3 -0.50" - 0 . 9 0 5.16 1.88 2.67 

Feb. 2 3.38 2.88 +0.50 - 0 . 5 0 -0 .99 5.16 1.88 2.67 
9 3.38 2 .81 +0.57 -0 .50 -0 .70 5.3li 1 .88 2.72 
16 3 .31 2 .75 +0.56 -0 .50 -0 .62 5.Wi 1.88 2.83 
23 3.Wi 2.75 + 0 . 6 9 -o .5o - 0 . 7 8 5.Wi 1.88 2.69 

Mar. 2 3 o h h 2.75 +O069 - 0 . 5 0 -O .63 5.Wi 1.88 2.69 
9 3 . a 2 063 + 0 . 8 1 - 0 . 5 0 -0 .58 5 .03 1.88 2.76 : 
16 3 . 6 3 2.63 +io00 - 0 . 5 0 1 -0 .56 U.81 1.88 2.72 
23 3.50 2 .63 + 0 . 8 7 - 0 . 5 0 - 0 . 3 0 L.38 1.88 2.70 T-

a / Bundesbank s p e c i a l r a t e . 

Germany: Selec ted Loan.? Deposi t and Secur i ty Rates 
~ (per cen t pe r annum) 

Bond y i e l d s 
Comm. 6-12 mo. depos i t s 5-1/2^ Public 
bank , 

depos i t s 
Railway au tho r - Share Yield 

l o a n s r / Savings Time 1958-83 i t i e s y i e l d s gap 

1959-March 7.25 3.25 2.50 5.U 5.6 3.22 2 o h 
June 7.25 3.25 2.50 5 .5 5.7 2.66 3.0 
Sep t . 7.50 3.25 2.50 5.7 5 .8 2 .33 3 .5 
Dec. 8.50 3.25 3.25 5 .9 6 .2 2.19 U.O 

1960-March 8.50 3.75 3.25 6 . 3 6.U 2.27 U . l 
June 9.50 3.75 3.25 6.U 6 .6 1.86 U.7 
Sep t . 9.50 U.50 - U.oo 6.2 6 . 5 1.80 U.7 
Dec. 8.50 U.50 3.50 5 .9 6 .2 1.96 U.2 

196l-March 8 .00 k .25 3.25 5 .8 5 .9 2 .11 3.7 
June 7.50 U.00 2.75 5 . 5 5 .6 2.19 3.U 
Sep t . 7.50 3.50 2.75 5 .9 6 . 0 2.63 3.U 
Dec. 7.50 3.5o 2 .75 6 . 0 6 . 0 " 2.19 3 .5 

1962-Jan. 7.50 3.50 2.75 5 .8 5 .9 2.57 3 .3 
Feb. 5 .7 

a / Approved c r e d i t s on cu r r en t account . 
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