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"MARKET^EVELOPMENTS ABROAD 

Io United Kingdom 
l i e Nine Charts on F inanc ia l Markets Abroad 

Io United Kingdoms Money and Cap i t a l Markets i n May 

Within the p a s t t h r ee weeks, the B r i t i s h a u t h o r i t i e s have taken 
two s t eps to remove r e s t r a i n t s on c r e d i t a v a i l a b i l i t i e s imposed during 
l a s t J u l y ' s c r i s i s o On May 31, the Bank of England announced that the 
s p e c i a l depos i t s held a t the Bank were t o be reduced from 3 t o 2 per cent 
f o r the London c l ea r ing banks . This r e l a x a t i o n w i l l add £70 m i l l i o n to the 
cash p o s i t i o n of the London banks» The banks were asked to continue t o 
give p r i o r i t y to exports i n t h e i r lending and to avoid advances f o r specu la t ive 
purposes , p a r t i c u l a r l y i n a r eas where resources a r e f u l l y employed» On June 5 , 
the minimum down-payment requirements f a r h i re -purchase c r e d i t on a l l goods 
except automobiles was reduced from 20 t o 10 per cento 

These measures a r e the f i r s t s t e p s taken by the a u t h o r i t i e s t o 
augment c r e d i t a v a i l a b i l i t i e s * Despi te the s lugg ish B r i t i s h recovery 5 the 
monetary a u t h o r i t i e s have reduced money r a t e s over the p a s t few months r a t h e r 
than r e l a x t h e i r c o n t r o l over c l e a r i ng bank r e se rves 0 The new t u r n i n c r e d i t 
p o l i c y can be a t t r i b u t e d to the spare product ive c a p a c i t y and the s luggish 
s t a t e of demand i n the B r i t i s h economy and t o the genera l mood of pessimism 
which has accompanied the s teady f a l l i n s tock p r i c e s i n May* For example, 
a May survey of t h e Federa t ion of B r i t i s h Industry e s t ima tes t h a t 6U per 
cent of the f i rms repor ted they had spare capacity» D i f f i c u l t i e s i n keeping 
wage r i s e s wi th in the 2-1/2 per cent gu ide l ine advanced by the government 
i n i t s " interm incomes po l icy" and recen t domestic p o l i t i c a l developments 
have undoubtedly con t r ibu ted to the unpromising bus iness outlook in t he country» 

While the Government had increased the a v a i l a b i l i t y of c r e d i t only 
a t t he end of May, the cos t of c r e d i t had been dec l in ing cont inuously dur ing 
the montho Short - term r a t e s f e l l r a p i d l y during the f i r s t p a r t of the month* 
r e a c t i n g t o the cu t i n Bank Rate from 5 pe r cent to U- l /2 pe r cent on Apr i l 26, 
Shor t - term r a t e s continued t o f a l l through mid-June , but a t a somewhat slower r a t e . 

B r i t a i n , l i k e most o the r European c o u n t r i e s , experienced a sharp 
f a l l i n s tock p r i c e s i n May. P r i ces f e l l on every day during the month except 
on the day when the dock s t r i k e was c a l l e d of f and on May 30 when p r i c e s 
recovered from t h e i r 6 per cent dec l ine on Tuesday, May 29. South Af r i can 
gold mining s h a r e s , i n c o n t r a s t t o i n d u s t r i a l s , experienced a s u b s t a n t i a l 
r i s e in p r i c e s from mid-May to mid-June. By e a r l y June, the market was showing 
an i n t e r e s t i n g i l t - edged s e c u r i t i e s as a o u t l e t f o r funds d i v e r t e d from 
common s tocks . 
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S t e r l i n g was s l i g h t l y weaker in "the foreign, exchange market i n 
May than i n the e a r l i e r months cf the year<, The r a t e f o r spot s t e r l i n g f e l l 
during the l a t t e r p a r t cf the month9 but i t has s t a b i l i s e d during the f i r s t 
half of June a t a l e v e l s l i g h t l y below $2 0 8l 0 The weakening of s t e r l i n g 
may be a t t r i b u t e d p a r t l y t o a worsening of tne t rade balance i n May<> Secur i ty 
s t e r l i n g f e l l sharp ly a t the end of Mays r e f l e c t i n g the movement of f o r e i g n e r s 
out of the London stock market-= Foreign exchange re se rves continued to 
inc rease in Hay» 

I t has been suggested in e a r l i e r numbers of t h i s review t h a t the 
s t r eng th of s t e r l i n g i n the" f i r s t qua r t e r of 1962 has been the consequence <, 
i n p a r t s

 a s u b s t a n t i a l inf low of f o r e i g n c a p i t a l 0 This view i s confirmed 
in the es t imate of c a p i t a l inflow of £200 mi l l i on during the f i r s t th ree 
months of 1962 made i n the Bank cf England Quar te r ly Review f o r June 1962 o 
This inflow was placed p r i n c i p a l l y i n two types cf s t e r l i n g a s s e t s s 

(a) £80 mi l l i on was from switching of Euro - d o l l a r depos i t s 
wi th London i n s t i t u t i o n s i n t o shor t - t e rm s t e r l i n g a s s e t s 
( e s p e c i a l l y l o c a l - a u t h o r i t y depos i t s ) ? and 

(b) very l a rge unrecorded purchases of s t e r l i n g s e c u r i t i e s 
were made by non- res iden t s 0 The £120 mi l l i on of s a l e s 
of Treasury bonds by the Government Broker t o "o ther 
home and overseas n o n - o f f i c i a l buyer-?" i s thought t o 
conta in subs tant ia l , purchases by f o r e i g n e r s j fo re ign 
i n t e r e s t i n B r i t i s h s e c u r i t i e s i s suggested by the 
f a c t t h a t the s e c u r i t y s t e r l i n g r a t e remained over 
$2*81 from January to Apri l„ 

Money market<» The dec l ine in shor t - te rm r a t e s which began i n March 
continued i n May and the f i r s t half cf June0 The 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 decl ined from 3 <>97 per sent on May lU t o 3*66 per cent 
on June 15 o (See Table and Chart 5».) I n t e r e s t a r b i t r a g e oppor tun i t i e s 
during t h i s period were very l imi ted* Or, May 2£s t he r e was a covered a r b i t r a g e 
incen t ive of only 0„12 per cent i n favor of holding U0K0 b i l l s s bu t i t was 
e l imina ted during the fol lowing week0 

The r a t e s o f f e r e d on three-months local, a u t h o r i t y depos i t s dec l ined 
s t e a d i l y from mid-March t o the end of Mays as the cash needs of the l o c a l 
governments were reduced5•and t h e - r a t e held s teady a t Uo56 per cent from May 25 
through June 8» (See Table.0) A very small covered a r b i t r a g e advantage e x i s t e d 
during the f i r s t th ree weeks of May f o r holders of Euro-do l la r depos i t s t o 
switch i n t o l o c a l a u t h o r i t y deposi ts» I t was e l imina ted towards the end of 
the month s as the Euro-dol la r began to ri.se o The d i f f e r e n t i a l s ( i n per cen t 
per annum) were as fo l lows s 

Apr i l 20 0 . 1 0 May 11 "o 0 X3 June 1 -0 ,17 
27 *0o02 18 40.10 8 -0ol8 

May h -5-0 o06 2£ -0 ,0k -0„0 9 
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Stock marketo Stock p r i c e s , which had remained f a i r l y s teady i n 
A p r i l , decl ined by 9 per cent during the month of Hay„ (See t a b l e below and 
Chart 7 . ) P r ices were inf luenced c h i e f l y by developments on Wall S t r e e t , A 
dramatic i l l u s t r a t i o n of London's s e n s i t i v i t y to Mew York came on May 29 when 
p r i c e s i n London decl ined by 6 per c e n t , j u s t as they did i n New York the day 
b e f o r e , This l o s s was almost f u l l y recovered on the fol lowing day, as had 
occurred in New York* Pr ices continued to decl ine in the f i r s t week of June, 
Although stock p r i c e s remained s teady during the second week of June, the 
present market mood may be descr ibed as b r i t t l e ® 

Aside from the in f luence of Wall S t r e e t , t he re appear to have been 
th ree p r i n c i p a l domestic f a c t o r s depressing stock p r i c e s i n May# They were: 
(a) a number of reduced corporate p r o f i t s s tatements f o r 1961 and f o r the 
f i r s t qua r t e r of 1962] (b) the r e a l i z a t i o n t h a t the government was prepared 
to prevent f u r t h e r i n f l a t i o n by cu t t i ng back demand, even though the business 
recovery in B r i t a i n has been s lugg ish ; and (c) the uncer ta in p r o f i t s outlook 
f o r 1962 i n view of the squeeze between r i s i n g business cos t s and s t ab le 
p r i c e s f o r manufactured goods. 

In con t r a s t t o the depressed s t a t e of i n d u s t r i a l sha res , the p r i ce 
of gold mining stocks has increased sharp ly , r i s i n g by n e a r l y 20 per cent 
from mid-May t o mid-June, I n t e r e s t i n gold s tocks can be a t t r i b u t e d to t h e i r 
p resen t high y i e l d s , specula t ion t h a t the U0S0 may some day have t o r a i s e 
the p r i ce of gold , and renewed confidence i n the economic f u t u r e of South Af r i ca 

Gil t -edged marks to Yields on U,K, bonds behaved i n a mixed manner 
during May and the f i r s t half of June, Yields i n the shor t -da ted s e c t o r , 
exemplif ied by the. U-l /2 per cent Conversion bond of 196U, f e l l s t e a d i l y , 
from 5.02 per cent on May 3 to U,5U per cent on June l l u (See Table and 
Chart 6 . ) The y i e l d s on long-dated s e c u r i t i e s , however, f e l l only during the 
second hal f of May* The y i e ld s r a l l i e d during the f i r s t week of June and then 
dec l ined , f o r the most p a r t , t o the l e v e l p reva i l ing a t the end of May* The 
y i e l d gap has decl ined s u b s t a n t i a l l y (see t a b l e below), as a r e s u l t of the rap id 
f a l l i n stock p r i c e s , I t decl ined from 0,96 on May 3 t o 0,22 on June lU, 

Ear ly i n May, when the Government broker 8 s supply of a 5-1/2 per 
cent 1982-8I4. bond were exhausted, i t was replaced by an add i t i ona l i ssue of a 
5 per cent 1986-89 o f f e r ed a t a d e l i b e r a t e l y u n a t t r a c t i v e p r i ce i n order t o 
keep some con t ro l over the long-term sector of the g i l t - edged market. Ear ly 
in June, when the supply of the 6 per cent 1972 Conversion i ssue was exhausted, 
the Government attempted to keep con t ro l over the medium term sec tor by V 
permi t t ing a £h0 mi l l ion issue by the London County Council , the l a r g e s t 
corporate issue ever f l o a t e d . These s e c u r i t i e s were o f f e r ed a t 95-1/2 , giving 
a gross redemption y i e ld of 6 - 5 / 8 , e f f e c t i v e l y discouraging purchases on the 
r e s t of the market. 
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However3 t h i s s i t u a t i o n l a s t ed only f o r one week, as inves to r s , 
fo r the f i r s t time since stock p r i ces began to f a l l , showed keen i n t e r e s t 
in the g i l t -edged market as an o u t l e t for t h e i r funds,. The LoC«,Ce i ssue 
rose t o a premium of three quar te r s of 1 per cento The switch in the market' 
i n t e r e s t to g i l t -edged s e c u r i t i e s i s a l so evident from the changed p a t t e r n 
of new i s sue So In the f i r s t half of June severa l major companies chose t o 
r a i s e funds with sa les of bonds r a t h e r than stocks0 

London c lear ing banks0 Bank advances to the pr iva te sec to r decl ined 
s l i g h t l y from mid-April to mid-May, bringing outstanding advances back to the 
l e v e l of mid-March e I t i s widely bel ieved t h a t the increase i n advances 
during the f i r s t quar te r of 1962, most of which occurred in February, can be 
a t t r i b u t e d to a temporary demand to f inance t ax paymentse Loans to the public 
s e c t o r , on the other hand, increased from Apri l to May, taking the form 
c h i e f l y of add i t iona l c a l l loans» The l i q u i d i t y r a t i o remained a t the l e v e l 
p reva i l ing a t mid-March, 32 e6 per cento 

Recent changes i n se lec ted a s s e t s and l i a b i l i t i e s of the London 
c lear ing banks ( in mi l l ions of pounds) are as follows8 

Recent changes in a s se t s ( in mil l ions of pounds; 

I960 
(March) 
June 
Sept. 
Dec. 

Net 
deposi ts 

(6,073) 
+103 
+101 
- 15 

Liquid a s se t s 
Per 

Amount cent 

(2,217) (31.5) 
+ 36 (31=10 
+ 23 (31.6) 
+123 (31.9) 

Loans to public sector 
'(jovt. 
seen- Treas e Total 
r i t i e s b i l l s * / 

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

(911) 
+ 17 
+ 2h 
+ 2h 

Loans to 
p r iva t e sector 

Tot? 
Advances 

(2,937) 
-122 
- U 
+ 17 

(2,933) 
+137 
+ 6k 
+ 25 

.SL 
(3,086) 

+129 
+ 51 
+ U8 

March 

March 

-118 
+216 
- hh 
+ 2L 

- 90 
- 6 
+ 16 

-2,12 
+207 
+128 
+1hh 

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

-250 (32.6) 
+ 1U (32.6) 
+ 2U (32.6) 

— 85 -216 
-102 +177 
- 36 +112 
+ 71 + 2 

- 2 3 -287 
+ 11* + 5 2 
+ 3 + 1 5 

-3U9 
+ 81 
+ 72 
+200 

—280 
+ 13 
+ 52 

+133 
+ia 
-180 
-115 

+169 
+ 3 
- 3 

-191 
+158 
-151 
-119 

+190 
- 6 
- 12 

a / Includes loans to na t iona l ized i ndus t r i e s and c a l l l oans , 
b / Includes commercial and other b i l l s 0 
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Ins ta l lment c r e d i t „ Ins ta l lment c r e d i t ou ts tanding 9 which had been 
dec l in ing s t e a d i l y s i n c e l a s t July^ continued to f a l l i n A p r i l , The expected 
increase i n in s t a l lmen t s a l e s t h a t spr ing has f a i l e d to m a t e r i a l i z e . The 
Government announced t h a t e f f e c t i v e from June 5* the minimum down payment 
on in s t a l lmen t s a l e s would be reduced from 20 per cent to 10 pe r cent f o r 
a l l commodities except automobiles<> The r a t e had been r a i s e d t o t h i s l e v e l 
as p a r t of the r e s t r i c t i v e program i n i t i a t e d l a s t Ju ly i n response t o t he 
se r ious balance of payments d i f f i c u l t i e s then* Commenting on t h i s r e l a x a t i o n , 
the P res iden t of the Board of Trade said? "The h i r e purchase debt has been 
going down and the economic p o s i t i o n of the country i s such t h a t i t w i l l be 
poss ib le t o al low t h i s modest r e l a x a t i o n t o take p l a c e , " Changes i n c r e d i t 
outs tanding s ince June 1961 ( in m i l l i o n s of pounds) were: 

Changes 

To ta l 1961 
June July- Octo- Jane-
1961 Sep t . Dec. Mar. 

Shops 306 - 3 + 6 -13 
Finance houses 651 - 1 -32 -26 

To ta l 957 - k -26 -39 

1962 

Foreign t r a d e . Exports continued to inc rease slowly i n May, bu t t he r e 
was a s u b s t a n t i a l inc rease i n impor ts . The seasona l ly a d j u s t e d t r ade balance* 
t h e r e f o r e 9 d e t e r i o r a t e d t o a l e v e l s l i g h t l y lower than t h a t f o r February . However, 
the r i s e i n imports i n Hay may be a t t r i b u t e d p a r t l y to the a n t i c i p a t i o n of a 
dock s t r i k e . Seasona l ly -ad jus ted t r a d e f i g u r e s (monthly averages i n m i l l i o n s 
of pounds) f o r r ecen t months were: 

1962 
I960 1961 Jan . Feb. Mar. A m 

-380 -367 -380 -362 -358 -359 -380 
296 307 300 307 312 31U 316 

12 13 12 11 11 1U 15 

- 72 - U7 - 68 - Mi - •35 - 31 - h9 

Imparts c . i . f . 
Exports f . o . b . 
Re-exports 

Trade balance 

Foreign exchange r e s e r v e s . The gold and fo re ign exchange r e se rves 
continued to r i s e i n May. The recorded £19 m i l l i o n increase must be a d j u s t e d 
upwards by £25 m i l l i o n to take in to account the repayment to the IMF and 
downwards by £18 m i l l i o n t o take i n t o account the exchange of s t e r l i n g f o r 
d o l l a r s wi th the Federa l Reserve Bank of New York. Recent monthly changes 
i n r e se rve s ( i n mi l l i ons of pounds) a r e as fo l lows § 

1961 1962 
" 3 5 

•26 

Reported figure • 9 
Jan. 
•33 

Feb. 
T T 

Mar. 
•10 

Adjusted for special 
transactions •59 -18 +33 •80 •72 •32 
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Foreign exchange market. The spot r a t e remained f a i r l y steady during 
. the f i r s t three weeks of May* staying around $2.8l- l /Uo The r a t e f e l l during 

the l a s t week of the month and then s t a b i l i z e d during the f i r s t half of June 
a t s l i g h t l y under $2.81. The Economist observed (June 9, 1 9 6 2 / p . 1021) t h a t 
"the weakness of the spot r a t e has , however, been accompanied by continued 
s t rength i n the forward r a t e , suggesting t h a t some operators who were long of 
s t e r l i n g may poss ib ly have switched temporari ly in to d o l l a r s and covered t h e i r 
r e tu rn in to s t e r l i n g . " Selected d a i l y r a t e s f o r spot s t e r l i n g from Apr i l 
through the f i r s t half of June ( in U.S. cents per pound) weres 

Apr, 6 281.38 May h 281.28 June 1 280.97 
13 281.52 11 28l.2k 8 280.80 
20 281.L5 18 281.29 15 280.97 
27 281.25 25 281.15 

Securi ty s t e r l i n g f e l l s t e a d i l y during the period under review* 
r e f l e c t i n g the attempts of fo re ign inves tors on the London stock exchange 
to r e p a t r i a t e t he i r funds . The r a t e weakened along with stock pr ices a t the 
end of Apr i l s f a l l i n g from #2.8150 on Apr i l 20 t o $2.7950 on June 6 . End of 
week r a t e s fo r s ecu r i t y s t e r l i n g ( in U.S. cents per pound) f o r A p r i l , May, 
and June were: 

Apr. 6 281.50 May h 281.25 June 1 279.75 
13 281.50 11 281.25 8 280.00 
20 > 281.50 18 281.13 15 280.30 
2 7 ^ 281.19 25 281.06 

On May 17, the "hard58 and 511 s o f t " d o l l a r markets were combined. Unti l 
t h a t day, B r i t i s h inves tors could acquire U.S. d o l l a r s fo r invest ing in U.S. 
s e c u r i t i e s from a pool cons is t ing of d o l l a r proceeds fed by other inves tors 
s e l l i n g U.S. s e c u r i t i e s . Likewise, they could purchase s e c u r i t i e s i n other 
pa r t s of the world, Continental s e c u r i t i e s in p a r t i c u l a r , using fo re ign 
exchange acquired only from the sale of msoftM currency s e c u r i t i e s by other 

/ i n v e s t o r s . For some time, the demand f o r fore ign currencies f o r inves t ing in 
the Common Market countr ies has been r e l a t i v e l y s t ronger in r e l a t i o n to the 
avai lable supply of " s o f t do l l a r s" than has been the demand f o r d o l l a r s t o 
inves t i n the U.S. in r e l a t i o n to the avai lable supply of "hard do l la rs"* 
Therefore , the discount on s t e r l i n g f o r purchases of fore ign exchange from 
the " s o f t do l l a r " pool has been g rea te r than t h a t f o r purchases i n the "hard 
do l la r " pool . How, with the two investment d o l l a r pools combined, the proceeds 
of sa les of d o l l a r s e c u r i t i e s can be used f o r purchasing the s e c u r i t i e s of 
Continental countr ies if investors so d e s i r e . 

At the same time t h a t these fo re ign currency pools were combined, the 
Government announced t h a t these funds - may now be used by companies to f inance 
d i r e c t investment abroad. This i s a r e l axa t i on of the cont ro l t h a t was placed 
on d i r e c t investment l a s t Julys t h a t funds may be t r a n s f e r r e d outs ide the 
s t e r l i n g area only when the investment would bring shor t - run "c lea r and 
commensurate b e n e f i t s to the United Kingdom export earnings and to the balance 
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of payments." Firms not meeting t h i s requirement can now make use of the -
"investment do l l a r " pool . The use of t h i s pool u n t i l now had been t i e d 
exclus ive ly to p o r t f o l i o investments The r a t e s f o r these investment d o l l a r s 
( in U.S. cents per pound) have been as followss 

"Hard" "Soft" "Hard" "Sof t" 

Jan. 25 281,15 272,8U May 3 279.01 275.35 
Feb. 22 281.23 273.8k 10 278.78 268.91 
Mar. 29 280.18 277.92 17 27U.01 266.03 
Apr. 26 279-39 276.89 

2k ' 
- — — — ' Apr. 

2k ' 272.17 
31 267.30 

Bullion market. The gold market became increas ing ly ac t ive towards 
the end of May and during the f i r s t ha l f of June® Gold purchases increased 
in response to bleak repor t s from the world8 s stock exchanges. The p r i ce s 
a t the London f i x i n g during Apri ls May and the f i r s t ha l f of June were ( in 
U.S. d o l l a r s per ounce): 

Apr. 6 35.07U May U 35-076 June 1 35.085 
13 35.081 11 35.079 8 35.099 
19 35,075 18 35.075 15 35.107 
27 35.071 25 35.091 

The New York Times reported (June 7 s 1962 s p . U7) t h a t when market 
demand for gold was very low i n the months proceeding the recen t f l u r r y of 
gold purchases s there was considerable buying of gold f o r r e se rves , "probably 
through the new gold pool formed by United S ta tes 5 United Kingdom* and 
Continental c e n t r a l banks". The Financia l Times repor ted t h a t there was a 
good demand f o r gold by p r iva t e buyers from Continental countr ies f o r shor t 
per iods both a t the end of May and the middle of June. 

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

I I . Nine Charts on Financia l Markets Abroad -

Chart 1 - I n t e r e s t Arbi 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 Arbitrage f o r German Commercial Banks 
Chart L - I n t e r e s t Arb i t rage , Frankfurt/London 
Chart 5 - Short-term I n t e r e s t Rates 
Chart 6 - Long-term Bond Yields 
Chart 7 - Indus 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 

NOT FOR PUBLICATION 
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United Kingdom: Treasury Bill Yields and Exchange Rates 

3-mo. 
IKK. 

Treasury b i l l a r b i t r a g e 
U.S. D i f f e r - 3-mo. 
&/ ence pounds/ 

ca lcu la t ion 
In favor 

U.K. b i l l 

Spot 
pound 

(U.S. 
cents ) 

London depos i t r a t e s 
U.S. local 

d o l l a r a u t h o r i t y 
(3-ao . ) (3-®o.) 

1961 - High 6.71 2 .71 I .L5 -0 .79 1*13 281.62 lj.00 7.50 
Low U.17 2.16 1.88 -Uo 36 -2.12 278.17 3.13 6.00 

Mar. 23 1.38 2.70 1.66 -2.08 —OoUO 281.32 3.63 ' 5.69 
30 U.3U 2.75 1.59 -1 .93 -0 .31 281.39 3.69 5.69 

Apr. 6 L.28 2.70 1.58 -1 .86 -0 .28 281.38 3.63 5.50 
13 W 5 2.71 1 ,51 -1 .92 -0.WL 281,52 3.50 5.34 
20 U.19 2.73 1.U6 - 1 . 7 1 ^) .25 281.45 3.50 5.31 

May 
27 U.03 2.7U 1.29 —1.U8 -0 .19 281.25 3.50 5.00 

May . h 3,97 2.73 1.2U =•±<>32 -0.08 281.28 3.56 U.9U 
11 3.88 2.63 1.25 -1.0? +0.18 281.21 3.63 ii.81 
18 3.78 2.68 1.10 -1 .04 +0.06 281.29 3.56 U.70 
25 3.72 2.69 1.03 -0.91 +0.12 281.15 3.69 4.56 

June 1 3.69 2.69 1.00 - 1 . 0 1 - 0 . 0 1 280.97 3.72 It.56 
8 3.69 2.65 1.05 -1 .05 280.80 3.69 U.56 

15 3.66 2 .71 0.95 —O087 -i-O 0 08 280.5)7 3.66 it.lA 

a__/ Spread between spot and 3-month forward r a t a in per cent per annum, 'Discount 
equals (=) , : 

United Kingdom: Selected Capital Market Yields 

U.K. Government bond yields 

I96U 1965-75 2008-12 

1961 - High 
Low 

6.65 
5.15 

6.68 
5.95 

Mar. 22 5.08 6.2k 6.25 
29 5.18 6.25 6.30 

Apr. 5 5.27 6.25 6.30 
12 5.25 6.24 6.30 
19 5.07 6.22 6.25 
26 k.95 6.22 6.20 

May 3 5.02 6.23 6.20 
10 U.95 6.25 6.20 
17 U.81i 6.22 6.20 
2k U081 6.22 6.15 
31 U.76 6.26 6.20 

June 7 U.55 6.28 6.25 
1U -U.5U 6.25 6.20 

3-1/2% 
War Loan 

6.Q2 
5.95 

6.33 
6.38 
6.38 
6.1I3 
6.31 
6.27 
6.25 
6.30 
6.30 
6.28 
6.33 
6.37 
6.32 

2-1/2% 
Consols 

6.78 
5.70 

60I6 
6.23 
6.22 
6.26 
6.15 
6.13 
6.13 
6.20 
6.15 
6.1k 
6.19 
6 .23 
6.17 

Share 
y ^ d 

5.L8 
k.22 

5.25 
5.37 
5.21 
5.22 
5o25 
5.15 
5.17 
5 .31 
5.28 
5.50 
5.71 
5.85 
5.95 

Yield Share 

1.90 
0.86 

0.91 
0.86 
loOl 
1.0U 
0.90 
0.98 
0.96 
0 .91 
0.87 
0.6U 
0.U8 
0.38 
0.22 

prices 
j L 

365.3 
287.7 

295.2 
292.6 
301.5 
300.9 
298.6 
305.1 
305.5 
297.5 
296.5 
281).. 3 
273.8 
267.li 
262.9 

a / F inanc ia l Times. 
5/ Difference between yield on 2-1/2 per cent Consols and share yield. Digitized for FRASER 
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I N T E R E S T A R B I T R A G E , U N I T E D ST A TES / C A N A D A 

i T h u r i d o 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 BILL R A T E S 

v v v . 7 v ^ . 

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 0 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 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 I N F A V O R O F C A N A D A + 

D 
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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 

Fr iday f i g u r e s Per cent per annu 

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

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 

1959 1960 1961 1962 
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I N T E R E S T A R B I T R A G E F O R G E R M A N C O M M E R C I A L B A N K S 

F r i d a y F i g u r e s P e r c e n t p e r 

3 - M O N T H T R E A S U R Y B I L L S , I N T E R B A N K L E N D I N G R A T E A N D 

. E U R O - D O L L A R D E P O S I T R A T E S 

^ . G E R M A N I N T E R I A N K L O A N R A T E 

|V A . 

G E R M A N T R E A S U R Y R I U 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 D E U T S C H E M A R K 

/ ! A' 

i i r n i t " 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 F R A N K F U R T ( + ) ' 

/ I N T E R B A N K L O A N R A T E 

I960 19 61 1962 
.Note; Special forward rate available to German commercial bo ik$ 
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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 H c u r e s 
~ 3 - M O NTH TREASURY BILLS A N D 

I N T E R B A N K L E N D I N G RATES 

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

v — / — V r 
G E R M A N T R E A S U R Y B I L L S 

Vz2lV\ 

R AT E DIF F E R E NT IA 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 O V E R : " " " 

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

"19 61 I960 
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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 * ' 

iUKO-DOllAR - l O N D O N L V 

I \ C A N A D A 

1959 

^ 3-month Ireoivry bill rol«« lor all counirm. e.cepl Japan (3 month mic lank Hrpotn role) and Switzerland (3 month depont rate) 

ij" 3-month role lor U S dollar depouli in London 
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L O N G - T E R M B O N D Y I E L D S 

s 
•v GERMANY 

h 

M 1 1 ! 1 1 1 1 1 I I 1 1 1 1 1 I I I I 1 I I I I 1 1 I I I 1 1 1 1 1 II I I W J U -

Li. J L-LL-L. J .U_LL_UA>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 * 

2 0 0 ! 

50| 

» ? . 

1 J A P A N 

1962 
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I ^ 

S P O T E X C H A N G E RATES - M A J O R CURRENCIES A G A I N S T j l l . S . DOLLAR 

P 9'i 
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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 R A T E S 

A G A I N ST U. S. D O L L A R 

P R E M I U M + 

L i 
G E R M A N M A R K 

> S _ J 

S W I S S f r a n T ' v , % V X / 

: 

-

-

i 
i 

D I S C O U N T - ) 

' O U N D S T E R l 

\ '• 1 __ 

. 1 1 1 1 1 1 i i i . , I I , , I I i i i i 

^ A G A I N S T P O U N D S T E R L I N G - L O N D O N 

v\ 

U . S . D O L L A R 

A G A I N S T P O U N D STERL N G - L O N D O N 

F R E N C H F R A N C A 

B E L G I A N F R A N C 
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