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; r ; r^gAPl1|AL MARKET DEVELOPMENTS ABROAD 

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

I . Germany: Money and Capital Markets in July 

Further sharp dec l ines i n German stock p r i c e s and a continued 
tendency toward r e l a t i v e t i g h t n e s s i n money and secu r i ty markets were the 
important f i n a n c i a l developments i n Germany during July and e a r l y Augusto 
By August 7* the German stock pr ice index reached a low f o r 1962 s u b s t a n t i a l l y 
below the May l e v e l and was per cent below the postwar peak of mid-1961 „ 

During July , shor t money r a t e s eased from the highs reached 
following the June tax date but were above Apr i l aid. May l e v e l s as the 
following monthly r a t e s ( in per cent per annum) ind ica tes 

Apr i l May June July 

Day-to-day money 2-3/1* 2-1/2 3 - l / k 2-7/8 
Treasury b i l l s 2 2-1/8 2-1/U 2-1/2 

On July 31, the Bundesbank ra i sed the s e l l i n g r a t e f o r the three-month 
Treasury b i l l by l / 8 per cent to 2-1/2 per c e n t . By August 1 9 however5 the 
c a l l money r a t e had dropped t o 2-5/8 per cento 

Long-term bond y i e ld s had an upward tendency„ The bond market was 
dominated by two la rge government bond i s sues with 6 per cent coupons which 
were heavi ly oversubscr ibed* Both res iden t and non-resident inves tors were 
repor ted ly i n t e r e s t ed in these o f f e r i n g s e 

The sharp decl ine in stock p r i ces i n l a t e July and e a r l y August 
was i n p a r t a f f e c t e d by severa l corporate insolvencies which contr ibuted t o 
markst nervousness r a the r than to any s p e c i f i c adverse tu rn i n major German 
economic i nd i ca to r s during the period under reviewo German o f f i c i a l s con-
t inued to be concerned about wage and p r i ce t r ends and about Germany5 s ' 
competitive p o s i t i o n . The Bundesbank's Monthly Report f o r Ju ly p resen t s 
a p i c tu re of cont rad ic tory tendencies wi th in the domestic economy with such 
expansionary f a c t o r s as the continuing acute labor shortage$ the unusually 
sharp seasonal pick-up in the spring months and growing consumer demand 
considered to be "merely the a f t e r - e f f e c t s of the in tens ive boom* period from 
1959 t o the end of 1961," (Times, London, August 10, 1962s p„ 12 . ) 
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The commercial banks a r e thought to have moved, some l i q u i d funds 
t o fo re ign markets during Ju ly , The a c t i o n by the Bundesbank ,a t the end of 
Ju ly r a i s i n g t o 1 per cent the cos t of swapping U.S. d o l l a r s forward to 
D-marks f o r the 31-60 day term and 3/U per cent f o r 6 l - l 8 0 day term probably 
reduced the a t t r a c t i v e n e s s of f o r e i g n investments , (See Tab le . ) O f f i c i a l 

. r e se rves f e l l $19 mi l l i on i n July* The spot d o l l a r i n F r a n k f u r t s t rengthened 
a t the end of the month fol lowing Pres iden t Kennedy's T e l s t a r appearance. 
However, the forward premium during Ju ly increased f u r t h e r t o 0 .9 -1 .0 per 
cent per annum. -

Money market . Money r a t e s during Ju ly dec l ined from the l a t e June 
highs as the second-quar ter t a x da te passed. (See Table and Charts 3 and lw) 
The weekly range of day- to-day and three-month loan r a t e s i n F rank fu r t 
( in per cent per annum) were: . 

Day-to-day money Three-month loans 

June 214.-30 3- l /U ~ 3-1 /8 n . a . 
Ju ly 2-6 3 - 3 - l /U n . a . 

9-13 2 - 3 A - 3 3- l /U - 3 -3 /8 
16-20 2-3/U - 3 3- l /U 
23-27 2-5 /8 - 3- l /U n . a . 

The Bundesbank repor ted some f u r t h e r r educ t ion i n the l i q u i d a s s e t s 
of t he commercial banks dur ing the month. Bank hold ings of German Treasury 
b i l l s , shor t - t e rm Treasury bonds and shor t - t e rm a s s e t s abroad amounted t o 
DM 8.6 b i l l i o n compared with DM 9«5> b i l l i o n on March 31 and the unusual ly 
high f i g u r e of .DM 11.3 b i l l i o n on January 31. The banks remain s u f f i c i e n t l y 
l i q u i d so t h a t they continue to be in te res ted- i n p r o f i t a b l e shor t - t e rm 
investments . They are thought t o have moved some funds abroad during Ju ly . 

Bond marks to Despi te a dec l in ing tendency i n bond p r i c e s during 
Ju ly , the market absorbed a DM U00 m i l l i o n , 20-year Federa l Government loan 
with a 6 per cent coupon on July 6 and a DM 210 m i l l i o n , 20-year Federa l Post 
Of f i ce bond with a 6 per cent coupon on Ju ly 31. Both i s sues were heav i ly 
over-subscribedo Pr iva te i n v e s t o r s , both, domestic and non- r e s iden t , showed 
i n t e r e s t i n these two i s s u e s . But the Ju ly f l o t a t i o n s helped to develop 
r e s i s t a n c e t o any downward movement i n Germany bond y i e l d s a t t h i s t ime. 
(See Chart 6 . ) 

During June, gross s e c u r i t y f l o t a t i o n s amounted t o DM 711 m i l l i o n 
or s u b s t a n t i a l l y below the l e v e l s i n e a r l i e r months t h i s year as may be seen 
i n the t a b l e on page 3- A p a r t i c u l a r l y sharp drop i n new issue s - o f - shares 
con t r ibu ted to t h i s d e c l i n e . A s izeab le number of new i s s u e s a re expected 
before win te r including a Federa l Railway bond and refunding f l o t a t i o n s of 
maturing bonds with 8 per cent coupons i ssued e a r l i e r i n t he postwar p e r i o d . 
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Gross Placements in German Security Markets 
( in millions of DM, monthly or monthly average) 

1961 1962 

"Occasional" borrowers1 bonds: 
I II III IV J L M i «2Z June 

"Occasional" borrowers1 bonds: 
Industrial 39 16 50 112 7? 139 78 
Public authority uia 78 8U 79 31h 136 259 130 20 
Foreign issuers — U — 32 • — . 

Other bonds a / 101 117 53 8U 89 132 217 109 

Total occasional borrowers1 

5U7 3to bonds i . 581 211 Uil 213 5U7 3to 328 I486 207 

Mortgage and communal bonds 526 525 U6U 503 665 U53 U3U U85 WiO 
Total gross bond placements b / 1,107 735 w 715 1,212 793 75? 971 5E7 

Gross share placements 35U 263 352 130 185 205 230 322 6U 

Total security placements 
957 8U6 711 at issue value 1,1*61 999 957 8U6 1,397 998 992 1»?93 711 

a7 Mostly bonds of specialized credit institutions, especially in 1961. 
5 / Includes medium-term notes (Kassenobligationen). 

Stock market. After a sharp recovery from U39 to k$9 during the 
f i r s t two weeks of July, the stock market „ fe l l even more sharply t o 1*21 during 
the last two weeks in July, a drop of 9 per cent in this o f f i c i a l index# (See 
Chart 7. ) The index of stock prices was thus the same as in the summer of 1959# 

. 
The 'Frankfurter Allgemeine Zeitung a l l shares index indicates a 

further 5 per cent decline in the f i r s t seven days of August. (July percentage 
changes in the FAZ index approximate those of the o f f i c i a l index,) 

The Economist reports that the July f a l l came on low volume with 
foreigners and banks the dominant se l l ers . It further stated that increasing 
tension over Berlin was a general bear influence and that the banks were 
sel l ing to increase l iquidity since they expect the balance of payments 
developments to bring on further money market tightening. 

The financial collapse of Mr. Willy Schlieker's s t e e l qnd shipbuilding 
complex was a factor in the July stock price decline • With consolidated sa les 
of over $200 million a year and a reported capitalization of onljr $5 Mill ion, 
Schlieker found that to meet current financial obligations he e i ther had t o 
round up for his companies an estimated $20 to $30 million In c red i t s from 
domestic and foreign banks and customers or to persuade current suppliers t o 
extend outstanding credits, He has been unsuccessful a t both, and credi tors 
have begun acquiring control of some of the individual operating companies* 
iron press reports, the problem of the Schlieker companies appears to be 
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s t r i c t l y short-run l iquidi ty d i f f i c u l t i e s - i n s u f f i c i e n t cash arrL current 
receipts to meet operating needs. The press repor ts imply that , given more 
time, Schlieker could probably get h i s f inancing in order, since demand for 
the products of his companies i s reported s t i l l strong. The shipyard, for 
instance, i s reported to have orders enough to keep work going through 15*63, 
including orders from U.S. firms. The Wall S t ree t Journal has reported that 
he has sought advance payments for - ships ordered by'Vi*o'American f i r n s , among 
others, the American Telephone and Telegraph Company and Bethlehem Steel 
Corporation (August 13, 1962, p. 20). 

\ - Reserves and the dollar exchange rate. Gross commercial bank holdings 
of foreign exchange declined $25$ million in June. Since o f f i c i a l foreign 
exchange holdings increased #15b mill ion, combined German foreign exchange 
reserves -declined by $101 mill ion in June. 

Commercial bank fo re ign exchange holdings increased in July, The 
large increase in holdings in the beginning ef the month was only s l ight ly 
reduced by repatriations at the end of the racnch. "Since o f f i c i a l reserves 
declined by only #1? million in July, combined reserves certainly increased 
for the month. (Trade s t a t i s t i c s are expected to show a larger surplus than 
usual for July.) 

German Foreign Exch-.-uK> Reserves 
" H ^ T ^ l i ^ c r .' doTlarsT 

Bundesbank 
Comm. banks a / 

Total 

a / Balances with foreign ban to: and money market" investments 'abroad. 
5 / Af ter specia l debt prepaym.cnh; . j m i l l i o n to the United Sta tes 

and tEe United Kingdom. The t o t a l would iv: . .-serve gain of $898 mil l ion , 
i f adjusted for these t r ansac t ions . 

The Bundesbank again changed t,ne swap ra t e s and Treasury b i l l r a t e s 
e f f e c t i v e August 1, The previous changes, were on July 16. Each time swap ra t e s 
were increased I/J4 per cent 5 and 31-60 day contracts now carry a 1 per cent 
discount; 61-180 day contrac ts a 3/U per cent d iscount . Treasury b i l l r a t e s 
increased another 1/8 per cen t j and now 60-90 day b i l l s , fo r ins tance , are of fered 
with a 2-1/2 per cent r e tu rn . As usual , by making these changes the Bundesbank 
attempts to induce the commercial banks to reduce the i r exports of short- term funds* 

At the end of July the spot do l l a r picked up some strength following 
the P res iden t ' s Te ls ta r s ta tenent t ha t the United Sta tes w i l l not devalue the 
dol lare From a peak of 25,119 cents per D-Mark on July 13 the spot r a t e dropped 
gradually during the r e s t of July to 25.020 on August 1„ (See Chart 8 . ) In 
e a r l y August, however, the D-Mark strengthened s l i g h t l y to 25>«0U0 on August 9. 
The forward premium increased throughout July from O.U per cent per annum and 
has been maintained a t 0 ,9 -1 per cent per annum so f a r during August. 
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Germany; S e l e c t e d Money Market Yie lds and Exchange Ra te s 
(per c e n t p e r annum) 

1961-oct . 6 3 .25 
Nov. 10 3 . 3 1 
Dec. 22 3 .88 

1962-Jan . 5 3 .63 
Feb.. 16 3.UU 
Mar. 30 3 .69 

May 25 • 3 . 8 1 
' June 22 3 .66 

29 3 .69 
J u l y 6 3 .66 

13 3.9U 
20 3.72 
27 3 .9k 

Aug.. 3 3 . 8 1 
10 

3-mOo Euro-
d o l l a r -de- 3-mo. i n t e r -

p o s i t s bank l o a n s 
London F r a n k f u r t 

UoOO 
3 .63 
3 .72 

3.00 
2.7$ 
2 .63 

3 . 1 3 
n0 a a 
n .a„ 
n . a . 
3 ,31 
3.22 

, Spread 
i n f a v o r 

London 

- 0 . 7 5 
- 0 . 3 2 
+0.13 

+0.50 
+0.56 
+lo06 

+0.68 

+O063 
+Ook7 

• 3-mo o U 5 S, $ 
i n t o Marks 

Commo / 
bankf / Market 

- 0 . 2 5 
- 0 . 2 5 

- 0 . 2 5 
-0o5o 
-0o25 

25 
,25 
.25 
25 

. 2 5 

- 0 . 5 0 
-0 50 
^0.75: 
- 0 . 7 5 

- 0 . 6 0 
- 0 . 7 3 
- 1 . 3 0 

=0.95 
- 0 . 6 2 
- 0 . 3 5 

- 0 . 3 5 
- 0 . 2 1 
- 0 . 2 6 
-O.kO 
-0oh7 
- 0 . 6 1 
-0 62 
- 0 . 9 5 
-O08U 

a / Bundesbank s p e c i a l r a t e f o r 2 t o 6 month d e p o s i t s <> 

3-mo. T r e a s . b i l l s 

U.K. Ger. U.S. . 

6 . 0 0 2 .13 2 . 3 1 
5 . 3 1 2 .00 2.L7 r 
5 .28 2.00 2 .60 

ho3h 1 .88 2.7U 
5.LL 1 .88 2 .83 
ho3h 2.00 2 .75 

3 .69 2 . 1 3 2 .69 
3 .78 2 .25 2.7U 
3 .8b 2 ,25 2 .90 
3c 81 2 .25 2 . 9 3 
3 . 8 1 2 .25 2 .96 
3 .88 2 .38 2 . 9 1 
3 . 8 1 2 .38 2 .88 
3 .75 2.50 2 .82 
. — - ™ — 

Germany; S e l e c t e d Loan. Deposi t and S e c u r i t y Ra tes 
(per c e n t p e r annum) 

Comm. 
bank . 

loans—' 

6-12 mo. 

Savings 

3 . 2 5 
3 . 2 5 

d e p o s i t s 

Time 
Railway 
1958-83 

P u b l i c 
a u t h o r -
i t i e s 

Share 
y i e l d s 

Y i e l d 
gap 

1959-March 
Dec. 

7 .25 
8 .50 

6-12 mo. 

Savings 

3 . 2 5 
3 . 2 5 

2.50 
3 .25 a 1 1 

3.22 
2 .19 

2.U 
U.O 

1960-March 
. Dec 0 

8 .50 
8.50 

3 .75 
U.50 

3 .25 
3 .50 

6 . 3 
5 . 9 

60U 
6 . 2 

2.27 
1 . 9 6 

U . i 
ho2 

1961-March 
Dec. 

8 .00 
7 .50 

t i .25 , 
3 .50 

3 .25 
" 2 .75 

5 . 8 
6 . 0 

5 . 9 
6 . 0 

2 011 
2.19 

3 . 7 
3 . 5 

1962-Jan . 
Feb . 
Mar. 
A p r i l 
May 
June 
J u l y 

7 .50 
7.50 
7 .50 
7 .50 
7 .50 
7.50, 

3 . # 
3-50 
3.50 
3 .50 
3 .50 
3.50 

2 ,75 
. 2 .75 

2 .75 
2 .75 
2 .75 
2 .75 

5 . 8 

n -
6 . 6 
5 . 7 
5 . 8 
5 , 8 

5 . 9 
5o7 
5 . 6 
5 . 6 

. 5 . 8 
5 . 9 

2 .57 
2 . 6 1 
2 .65 
2 .77 
3»23 
3 .19 

3 . 3 

& 
2 . 8 
2 . 6 ^ 
2 . 3 

a / Approved c r e d i t s on current account. 
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Friday f i g u r ê  Per ten* per annum 
3 - M O N T H T R E A S U R Y SILL R A T E S 

R A T E D I F F E R E N T I A L A N D | 
~ 3 M O N T H F O R W A R D S T E R L I N G 
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-
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1 \ -

1 1 1 1 1 1 1 1 I I 1 1 I | 1 1 1 1 1 1 1 I I 1 1 1 1 11 1 1 1 1 
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3 - M O N T H T R E A S U R Y B I L L S A N D 
I N T E R B A N K L E N D I N G R A T E S 

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

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

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 
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v — 
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