
March 15, 1963 

:A0TAL MARKET DEVELOPMENTS ABROAD 

Germany 
II , Nine Charts on Financial Markets Abroad 

German f inancial markets in January and February continued to show 
the e f f e c t s of the continuing but slow tightening of commercial bank l iqu id i ty 
which has been evident over the past year. An unseasonal t ightness in the 
Frankfurt money market kept money market rates re la t ive ly high during January 
and February, The market tightened further in March and rates rose in 
anticipation of the major quarterly tax date. Market conditions are expected 
to remain t ight throughout the month. 

Despite the gradual reduction in their l iquid i ty , however, the 
German commercial banks returned in January to foreign money markets aQjtiost 
as large a volume of funds as they had repatriated in December for year-end 
window-dressing. But the banks began to repatriate funds again as the mid-
March tax da.te approached and market sources have been reporting that the banks 
have also been borrowing, both in f inancial markets abroad and from the Bundesbank, 
Between January 1962 and January 1963, the ° short-term assets abroad of 90 German 
credit ins t i tu t ions had declined from DM 6.0 b i l l i o n to DM 3,2 b i l l i o n . 

Even though the commercial banks v irtual ly withdrew as purchasers of 
new bond offerings during the fourth'quarter, the bond market has remained 
active and y ie lds actually had a s l ight downward tendency during January and 
February, A growing in teres t in German bonds by foreigners and by hon-bank 
German investors have helped to maintain market volume. Foreign residents were 
estimated to have obtained about 25> per cent of a German Railway issue in 
February, and th i s al location was reported to have represented only £ to 10 
per cent of to ta l foreign demand. 

PRIVATE SECURITY TRANSACTIONS WITH-FOREIGN COUNTRIES 

— Original values | 
— 3-month moving average , 

Excess of foreigner*! 
security purchases 

security purchases 
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The gradual r ise in foreign.purchases of German bonds during 19629 
shown in the chart on the preceding page, ret 1 ects the fac t that market yields 
in the German bond market are higher than those of any other European country 
except Austria. The Bundesbank has estimated that foreign purchases accounted 
for 5.5 per - .. of bond purchases in the f i r s t quarter» 7.5 per cent in the 
second9 9 per cent in the third and rose to 15 per cent- of t o t a l bond purchases 
in the fourth quarter of 1962 „ Net foreign purchases of German securi t ies in 
1962 amounted to DM 1,600 million or only s l ight ly below the DM ls6ij6 million 
recorded, in 1961. 

The stock ma neet continued to d r i f t downward during the early part 
of 1963. The FAZ al l-shares index dropped I4 per cent in January and 5*5 per 
cent during February. The weakness in the stock market, i s attributed to under-
lying business uncertainties., less favorable company reports and lower dividends 
in several industr ia l sectors* Fundshave )een shifted from the stock to the 
bond market in recent months; according to market reports. 

Table Germany1 Factor 
Commercial bank 

i increasing V 
-eserves> i960-

) or reducing (-
1962. 

1.in billions'of D-marks; 

1960 196_ .1962 1962i (by quarters) 1963s 
" I *~lf 111" IV"""" — 

(by months ) 
Jan. 

Market factors2 

Notes in circulation -1,7 
Public authority 

deposits -5.5 
Bundesbank foreign . 
exchange operations +10,7 

Other 

-6.7 

+5.6 "3.3 

.6 

+1.6 

+0.06 

- - . 5 

+ .2 

- : . 3 

4 0. 

+1.8 

-1.2 

•=•0,1. 

0,08 

Overall e f fec t on 
bank l iquid i ty j-0.6 

Policy factors-

Open market 
operations 

Borrowings a t 
BundeFbOT,V 

. 3 

+ ,6 
=0 , V 

-0.7 
aCcii 

Compares 

Change in 
required reserves -^.3 b/=.3« 3.3 

a/7- Less~than DM~50 million, 
b/ Reserve requirements were substantial ly reduced xn 
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The withdrawal of German banks from the securities markets during 
the fourth quarter reflected the gradual tightening of bank l iquidity which 
has been going on during 1962 under the Bundesbank's so-called "neutral" 
money policy« Under this policy s the central bank has passively allowed 
market factors Lo reduce free reserves0 During 1962 s the public authorities 
drained reserves through the Laender budget surpluses and through continuing 
Federal payments abroad0 This factor9 together with the larger note 
circulation and increased required reserves accompanying expanded bank 
l i a b i l i t i e s have caused the banks to increase their borrowings at the 
Bundesbank gradually since the second quarter» Since July 1962, modest open 
market purchases of securities by the Bundesbank have reduced the need for a 
more rapid rise in such borrowing 0 During January, the currency re flow eased 
the l iquidity position of the banks temporarily. 

The Bundesbank's so-called "neutral" monetary policy has actually 
been restrict ive and has very gradually produced a general r ise in German money 
rates. The upward tendencies in German rates during 1962 and the slow pace 
at which i t has been allowed to proceed i s shown in Table 20 Without any 
change in discount rate£ the Bank"s buying rate for Treasury b i l l s has risen 
from lo88 per cent in January 1962 to 2,63 per cent in January 1963 and day-
to-day money rose from 2<,00 per cent to 2.50 per cent in the same period. 
(See Table 2 . ) At the same times bond yields have shown some upward tendency 
but no changes have been made in commercial bank rates. 

( : in per cent per annum) 

9 6 ,2 - 1963 
Jan. Apr o i»3z Octo Nov. Dec. Jan. 

Discount Rate 3 3 3 3 3 3 3 

Treasury Bi l ls 1.88 2 o 00 - 2 = 25 - 2.63 2.63 2*63 2,63 
(60-90 day) 2,13 2.38 

Bond Yields 1 / 
Mortgage ~ 6=0 5»9 6.0 6 .1 6.2 6.2 6.1 
Industrial 5c9 5,7 6.0 6.3 6.L 6.3 6.1 
Public Authc 5,9 5,6 5.9 6,2 , 6.2 6.1 6.0 
Total bonds 2.9 5,8 6.0 6.2 6,2 6.9 6.1 

Stock Yields 2 , # 2,77 3.71 3.89 3,31 3.UU 3.58 

Commercial Bank Rates § 
Loans (maximum) 7,50 7,50 7.50 7.50 7.50 7.50 7.50 
Savings deposits 

(6-12 mos,) 3 . # 3,50 3,50 3,50 3,50 3.5Q 3.50 
Time deposits 

(6-12 mos o) 2.75 2.75 2,75 2,75 2 . 7 5 - '2.75 2.75 

Inter-bank loan ratess 
Day»to-day 2.00 2,75 2.9u 2.50 2.69 3.50 2.50 
Three-month 3.00 2.9k 3.31 L.50 1.31 U.31 3o31 

1/ Securi t ies in cir-cu lat-ion r 
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In a recent statement- c;i March 11, Bundesbank President Blessing 
declared that a continued restrictive policy on the part cf the Bundesbank was 
necessitated =•:_ just i f ied by a threat to price s tabi l i ty coming from persistant 
demand, pressures in certain sectors of the economy. 

Money market«, German money market rates e a s e d in Januaiy from the 
year-end highs of December 1962 bux the money market : an a; re i miseasonally t ight . 
Day-to-day money was . quoted at between 2 and 3 per cent in Januaiy compared with 
a range of l°±/k to 2=3/k pc -eni a year earlier while three months money was 
quoted at 3-1/8 to 3~1/2 per cent compared with a range of 2-3/14 to 3=1/8 per 
cent- a year earlier. [See Table 3 . ) The primary cause behind the tightening 
market conditions i s the cumulative e f fec t of the continuing drain on commercial 
bank l iquidi ty which took place dxitdng^iast year. In additir^. the commercial 
banks' re-exported some DM 673 million -in short-tern funds during January, 

Table 3 o Money Market Rates in Frankfurtc. December and January ± / 
t in pe r cent; per annum) 

Day-to -day_mone;y 1hree=month -Loans 

1962= Dec. 1=7 3 •=• 1= (<• 6 - <4̂ 3/8 
8^1$ 3 

16=23 1-J/8 = H 
2b-28 = 4 ii-3'8 — 2+-.l.y' 2 

Bid of year money S-l /2 - 6 

1963 = Jan, 1-7 2-V* = 2— ' /5 
; 8=1$ 2"..- -• 4 -= 2-=5 3^1/8 " 3-1/4 

16-23 2-3/8 = 3 3-1-8 - 3-3/8 
' 2)4=31 2 = 3 3-3/3 
1962 - Jan„ - ;>3/ti • 2<=3/ii = 3~'y& 

Tightness nr+mu=j to characterize the money market in February 
as the banks built up their balances with the Bundesbank and began to prepare 
for the major tax date m mid-Mareh. The banks entered Mar --h with poor l iquidity 
positions, In the first- week reserve deficiencies of more tha.% DM 1,0 bi l l ion 
led the commercial banks to rediscount about EM 1,5 bi l l ion w h the Bundesbank^ 
to s e l l substantial amounts cf open market paper^ to take up credits abroad 
and to borrow from the central bank. In addition, banks began repct-riating funds 
from abroad in the early days of the month and Geman banking souzoes expect 
that the repatriation of funds this March may occur on quite a substantial scale. 

Bond market. Yields have tended to remain close to the 6 per cent 
l eve l in the German bond market during January and February. (See Table 11 and 
Chart 6 . ) The central Capital Market Committee approved new loans total l ing 
EM 1.2 b i l l ion for the f i r s t two months of the year. The Committee has 
recommended that the. 6 per cent coupon be held on new offerings and that any 
s l ight downward trend in interest r&tes should take the form of a reduction in 
the issue price. 
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Funds continued to flow into the bond market from foreign investors 
and from the stock market-. A 6 per cent, DM IjOO million Federal bond having 
a tern to maturity of 1.5 years issued at par in January, a DM 210 million 
Federal Pes" Oifice bond offered at par with a 6 per cent coupon in early 
February, and a l$-year DM 26$ million Federal Railway issue later that month 
a l l attracted, considerable foreign funds. Market yields remain higher in 
Germany than elsewhere m Europe except for Austria, 

In the fourth quarter of 1962 bond yields were stable despite a 
sharp reduction in commercial bank purchases of new offerings„ During the : 

third and fourth Quarters* purchases by foreigners and by German non-bank inves-
tors were maintained at levels substantially abuve those of the f i r s t half of 
1962, But purchases by the banks declined from an average of DM 800 million 
in the second and third quarters to only DM 20 million in the fourth quarter. 
(See Table I*,) Reduced commercial bank l iquidity and the tendency for business 
to expand in direct medium-and .long-term leans were responsible for this decline. 

Table li. Germany& Net Purchases of Fixed-Interest-Bearing Securities 
kin DM millions) 

1 961 __ 1962 
I III IV 1 II I l l IV 

Foreign Purchase s-^/ 
German non-bank > 

^32 

in -213 
+500 

- 91 
+llj00 

+ II46 
+1100 

+12? 
j f i tO +1600 

+ 2311 
+lllli0 

Sub-total 1262 28? 1309 1216 106? 1820 167 b 

Credit inst itutions +826 - 8 # +8-S +_ 660 +1890 +800 + 20 

Total 2088 1131 1162 1969 3136 186? 236U 16914 

a/' Tnclucfing" German "external bond s. 
V Excluding development aid loan. 

Capital market conditions kept the total placement of new bonds in 
the fourth quarter considerably below third quarter new issues, (See Table 5>.) 
The reduction in new issues was almost entirely found in f lotat ions by occasional 
borrowers which were cut back by more than one-half during the quarter. 

The German financial press reported that the second, tranche of the 
City of Osaka Loan, originally expected in the f i r s t half of March, was post-
poned because of the currently great domestic demands on the bond market, Osaka 
has been granted permission 10 raise DM 1,0 bi l l ion on the German market over 
a ten-year period. The f i r s t tranche of DM 100 million carrying a coupon of 
6-1/2 per cent was floated in February 1962, 
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Table $. Germany. Gross Placements in Security Markets 
(in mi l l ions of DM, monthly or monthly average; 

96; 196::. 
TV* I IT I IT r r 0 : t , Nov, Dec-

"Occasional" borrowers * bonds. 
Indus t r i a l 5>- 112 60 iiO 139 
Public au thor i ty 8/4 79 31U 1.36 358 18? 309 1 250 
Foreign i s suers 
Other bond s - a / S3 6L 132 J 7 J A 79 JLk 

Total •"4'. 7 5a? 3q0 625 3 u . 397 219 291 

Mortgage and communal bonds 665 53r. q80 It06 562 
Total gross bond placements b/ 793 # 
Gross share placements 35: 130 185 M 1 "0 ±A3 2h6 

Total securi ty placements 
a t i ssue value 95" 8 0 1,397 998 1,329 95^ 989 768 i;10v 

a/ Mostly bonds oFspec ia l i zed c ; e d i t i n s t i t u t i o n s 4 especia l ly in 1961, 
5 / Includes medium-term notes fKassenobl.igationen). 

Stock market, Sha:;e pr.v:-es on T-he German stock ma-ket- continued to 
s l i p downward, during January arid Februa:cy» The Frankfurter A,Igemelne general 
index f e l l It per cent f r o m the end of December tv the end of January and 
fell_-5r 'further 5.5 per cent by the end of Febraa;yc Funds were sh i f t ed in to 
the bond market a t the beginning of the year as inves tors hoped to r ea l i ze 
c a p i t a l appreciation in bond p r i ces . At- the beginning of Mar r-h the market r e -
mained somewhat uncer ta in . Investor hesitancy seems to have been reinforced by 
the recent announcement of smaller annual dividends by two leading i n d u s t r i a l 
names. 

Gross share placements in the four th quar ter of 1962 were approximately 
equal to those of the thi rd quarter but not iceably below the average f o r the 
f i r s t half of the year, (See Table h9) Preliminary Bundesbank data ind ica te 
tha t foreign investors were the most important purchasers of stocks in the four th 
quar ter ] German commercial banks and other domestic investors*on the other hand, 
cut back t h e i r purchases of stock very sharply from EM LOO and I48Q mi l l ion in 
the second and third quarters t»: only DM 90 mil l ion in the four th quar ter of 1962, 

The unset t led s t a t e rf the stooK market ref.iect-s uncer ta in ty and 
increas ing caution on the part of the business community, A survey made recent ly 
by the IFO Conjuncture I n s t i t u t e disclosed that* out of '00 companies polled5 
only 19 per cent intended to invest more in 1963 than in 1 --6:^ it It per cent 
planned to invest the same amount, and 37 per cent planned to reduce t h e i r 
expenditures, 
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Credit expansion. Commercial banks substantial ly increased their 
business in medium- and long-term loans in 1962 but short-term loans rose only 
s l i g h t l y as a percentage of t o t a l loans extended. The. greatest expansion came 
in the area of long-term loans which grew more than EM 16 b i l l i o n in 1962 com-
pared to EM lit.5 b i l l i o n in 1961, (See Table 6 , ) The Bundesbank reports that 
f inancial ins t i tu t ions special iz ing in long-term loans increased their business 
in th i s area even more than did the commercial banks. Medium-term loans ( l i f e -
span of 6 months to it years) grew DM 3.5 b i l l i o n during the year but the growth 
of short-term loans in 1962 was only about half of that registered in 1961. 

The growth in 1ongei-tern leans financed an increasing percentage of 
the housing construction boom and the financing requirements of industry. 
Industry's greater dependency on direct loans from banking ins t i tu t ions was a 
consequence of the weakness of both the stock and bond markets in 1962, Smaller 
p r o f i t Margins r°^"ced the p o s s i b i l i t y of i n t e r n a l f inancing and forced industry 
to turn to ban! : ' . , . 

Table 6. Ccman commercial banks? Selected Loans and Investments 
[in mil l ions of dutsche mark J ~ ~ 

Outstanding at end of Period, 
1961 ' 1962 P/ Dec. '61 Dec. <62~W 

Short-term leans V +6292 +3730 19,1W 52,780 
Medium-term loans +2195 +3570 lii?689 18,239 
Long-term loans +±b:<592 +16,272 98,690 l i b , 617 
Holdings of secur i t ies 

and syndicate par t i c i - ^ 
pations excluding bank 
bonds + 890 + 830 8$12ii 8,9SU 

TJ Includes Tioldinrs of domestic Treasure/ b i l l s and non-interest-bearing" 
Treasury'' bonds but excludes "mobilization paper". 

p / Preliminary. 

Supporting the credit expansion in 1962 were an increase in savings 
deposits of DM 9.3 b i l l i o n , a re lat ive ly large sale of bank bonds to the public, 
and an increased takine-up of credits not only from public authorit ies but 
increasingly so from business enterprises and individuals, especia l ly insurance 
firms, ; • 

The increase in bank deposit l i a b i l i t i e s subject to minimum reserve 
requirements and the commitment.of more and more bank funds in longer-tern 
loans have contributed" to the reduction in l i q u i d i t y of the -banking system in 
the past year. 
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During the second half of 1.962, the net increase in credit granted 
by German credit institutions to non-bank resident customers amounted to about 
DM 12,6 bil'H rv - mpared with a total of DM 12.1 bil lion in the same period 
a year earlier. The Bundesbank has estimated that- the domestic volume of 
money (defined as notes and demand deposits) rose by more than DM 3,7 b i l l ion 
in the second half of 1962 compared with almost EM k bi l l ion in a year earl ier 
and with DM 3,2 bi l l ion in the same period in I960, Thus, the rate of monetary 
expansion in the la t ter part of 1962 was only modestly below the ra.te of increase 
a year earlier. 

Government- accounts. The 1962 f i sca l year closed with a d e f i c i t of 
EM 1)10 million m the Federal budget. Because of o f f i c i a l payments abroad, how-
ever, the Federal budget s t i l l had a contractionary e f fec t on bank l iquidity. 
The'.;defi'citr^as caused by a decline of EM 278 million in turnover tax receipts 
and, a reduction of DM 373 million in receipts from inecrrte and corporation, taxes. 
These decreases were partial iy o f f se t by increased yields from customs duties 
and turnover equalization Furthermore 1X4 77 million of the EM 1050 million 
Laender contribution to the Fedeid, oudget has s t i l l not been paid, The greater 
part of the Federal de f i c i t was covered by the DM I4OO million Federal loan issued 
on January 2, 1963. 

The size of the budget for 1963 i s s t i l l indefinite and remains 
contingent upon the economies which may yet be worked out in defense expenditures 
and upon the size of the increased appropriations for Berlin aid and~for flood 
and damage re l ie f 1 or northern Germ-, y . Currentlyv planned expenditures for the 
1963 f i s c a l year are DM 3.85 b i l l ion vr ; ,6 per cent higher than those budgeted 
in_1962. At least one-half of the increase i s in the area of defense expenditures. 
Government receipts in 1963 are expected to be 7.5 per cent more than 1962 
receipts. 

Foreign aid. The f i r s t annual report of the Federal. Ministzy for 
Economic. Cooperation states that- izi 1962 the German government- arranged to extend 
EM 1,2 b i l l ion ($300 million) in development- assistance^projects in 22 countries. 
However, this sum represents commitments which can be drawn against in coming 
years* not disbursements' made in 1962. 

• . The government:s economic aid program was financed by EM 150 million 
from the Federal .budget and by the EM 1,2 bi l l ion raised in 1961 through the 
.development aid loan issue. Additional financing came from EM 200 million of 
-ERf counterpart funds and DM 122,3 million in Laender contributions., 

Fcr-eign trade.- Seasonally adjusted foreign trade data show that the 
German trade surplus continued to remain we'll below year-earlier levels (see 
Table 7). After increasing by $10 million in the third quarter, the fourth 
quarter trade surplus was down by $26 million, t-c $65 mill!orr in the fourth 
quarter. The seasonally adjusted results for January shewed a s l ight improve-
ment to $73 millrorff 
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~ Table 7. Germany s Foreign Trade, Seasonally Adjusted 
(monthly averages in- millions of U.S. d ollars) 

1962 
E II III IV 

1961 Old Series New Series 

Exports 1061 IO83 1083 1105 1123 1115 
Imports 912 936 a/ _999 102b 1232 . 1050 
Surplus lli9 lli7 I •* 1% 81 91 65 

January . / 
1952 TOE/ 

1055 
y 7it9 

108 

101,8 
975 

73 

p7Prel iminary, 

a / Change in import accounting procedure. As of April 1962 retroactive to January 1, 
goods entering and those already stored in bonded warehouses recorded as imports in 
contrast to old procedure of recording goods as imports upon their departure from 
bonded, warehouses, 

b/ Adjusted for s ta t i s t i ca l abberation described in footnote "a". 

Balance of Payments, The German balance of payments shows an overall 
d e f i c i t for 1962, With a reduced trade balance, an increased d e f i c i t on service 
account, and with only a modest net inflow of private capital during the year, 
continuing large donations and other o f f i c i a l payments produced p d e f i c i t of 
DM III47 million (see Table 8), The Bundesbank $ on a different reporting basis 
than the one employed currently, had reported balance of payments def ic i ts only 
twice since 1950, i , e , D M 1.9 and DM 2.2 bi l l ion in 1961 and 1959 respectively. 
However, these earlier de f i c i t s were of a rather different nature than the 
current one. They were not the result of a deterioration in the current balance, 
but arose sole lv from special transactions, such as debt prepayments by the 
Government and short-term capital outflows prompted by favorable foreign ex-
change cover provided by the Bundesbank to the commercial banks, 

Foreign Exchange Reserves. Combined' gross gold and foreign exchange 
reserves of the Bundesbank and German commercial banks f e l l $271 million in 
December, (See Table 9 . ) This decline was chief ly the result of commercial 
bank window-dressing operations which led to a reduction of $21}3 million in 
the banks' short-term foreign exchange assets during December. The influx 
of private short-term capital did not lead to an increase in o f f i c i a l reserves 
because of unusually large military payments by the German government in 
December, 
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Table 8, Germany; Balance of Payments^ Quarterly, July 1961 
_____ . ...... (in mill ions of DM) 

• Dec, 1962 

1961 196? 
I I I IV I I I I I I IV £/ 

1. GOODS & SERVICES 
Trade balance 1720 1268 l! 617 938 968 953 
Services - 59\ - 162 153 - 151 -758 - 231 

Total ^ 1129 1106 a / 7 7 0 787 210 719 

20 OFFICIAL PAYMENTS 
Donations - 9 7 3 -1012 = 9kh 01c -720 -1103 
Long-term cap i t a l 1 ^ 9 -- - 728 - 4 8 3 . 68 -k31 - I1OI1 
Short—term cap i ta l -1005 277 - l u l ° i. c p 221 298 

Total -%29 -11:63 -1568 -13*: -930 -1209 
3. PRIVATE CAPITAL 

Securi t ies t ransact ions 
Foreign purchases b / 63 238 523 198 358 521 
German purchases (increase-) c / - h? - 37 " 3U0 - 16^ - 2 k - h3 

Other lc::.g-te:a - 1 1 3 - .181 98 3.9 hh - 129 
,Short-term d/ - 301 + 185 -?582 - 69 460 198 
Errors and emission? - 606 - 5 9 9 a/l l l i2 370 -360 - 859 

Total -2006 - 3 % 811 370 1*78 - 312 
SURPLUS OR DEFICIT ( - ) - 3 0 6 - 751 13 ~2lt2 - 802 

Financed bys 
1. SPECIAL TRANSACTIONS 

Loans to IBRD - 25C - k 8 0 — -

20 COMMERCIAL FAWKS . 
Foreign Exch, Ass, (.increase-) 236 .1711 «238h 1C66 832 752 

3. RESERVE MOVEMENTS 
Drawing r ights on IMF 

(increase-) .1.07C 292 301. - lite 2L7 72 
Bundesbank l i a b i l i t i e s . 302 - 3 5 2 228 "•-20k 122 - 127 
Gold and foreign exchange 

(increase-) li - h20 1812 - 5 7 8 -959 105 
Total - :,5u . 234! -59. 50 

TOTAL FINANCING 306 _75i -• U3 iu£ 2JU2 802 

p/ Preliminary. - ^ 
a / A change in import accounting procedure has resulted in approximately DM 1*00 mill ion 
of goods in bonded warehouses being included in the f i r s t quarter imports, This i s o f f -
se t in errors and omissions„ 
b / Foreign purchases of German secur i t i es . . 
c / German purchases of foreign secur i t i es , 
d/ Includes commercial bank cap i ta l other than foreign exchange asse ts . 
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Table .9, German Foreign. Exchange Reserves 
tin. mill ions of U.S. dol la rs / 

1961 1962 1963 
I I I - T V " "I " I I I I I IV Dec, - J a n . 

Bundesbank -570 + 68 4 ^ 3 '18 - I.,.. 26 - 28 -155 
Commercial banks a / - 7U -h2-/ +601 ••89 -208 r l 8 8 -210 . +168 

Total =6^ =359 +138 -^0 + 32 -21b -271 + 13 

a/ Balances with foreign banks and money market investments abroad„ 

In January, commercial banks bu i l t up t h e i r posi t ions abroad by 
$168 million5 Bundesbank foreign exchange reserves declined $155 mill ion there-
fore combined gross gold and foreign exchange reserves of the central and 
commercial banks rose only $13 million in Januarys 

Europe and Bri t ish Commonwealth Section. 

I I , Nine Charts on Financial Markets Abroad 

Chart 1 <= fete res t Arbitrage, United States/Canada 
Chart 2 - In te res t Arbitrage9 New York/London 
Chart 3 «=• In te res t Arbitrage f o r German Commercial Banks 

«Chart I4 - In te res t Arbitrage., Frankfurt/London 
Chart 5 = Short-term. In te res t Rates 
Chart 6 ~ Long-term Bond Yield 3 
Chart ? - Indus t r ia l Stock Indices 
Chart 8 > Spot Exchange Rate? — Major Currencies 

Against U.S. Dollar 
Chart 9 - 3°month Forward Exchange Rates 
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T a b l e G e r m a n y g Selected Money Market Yields and Exchange Hates 
(per cent per annum) 

3-mo. Euro- 3-mo. rj.s. $ 
dollar de- 3-mo. in ter - Spread into Marks 3-Rio. Treas• b i l l s 

posi ts bank loans in favor Comm. . 
London Frankfurt London bank - / Market U.K. Ger. U.S. 

1962-Jan, 5 3.63 3,00 . 4 0 0 50 +0.2$ 40,9 k.3k 1.88 2.7k 
Feb. 16 3.kk 2.75 +0.56 +0.50 40.6 5.14 1.88 2.83 
Mar. 30 3.69 2.63 4_.06 +0.25 40.3 2.00 2.75 
Apr. 27 3.5C 2,9k *0,56 40.25 40.3 4.03 2.13 2.71 
May 25 3.81 3.13 4-0.68 +0.25 40.3 3.69 2.13 2.69 
June 9 3.66 3.:i3 ^0.53 +0.2) 4Q.2 3.78 2.25 2.7k 
July 27 3.94 3 . 3 1 •' v. 63 +0.50 40 .8 3.81 2.38 2.88 
Aug. 2k 3.72 3.38 ^0.34 40.75 - 0 . 6 3.69 2.50 2.82 
Sep. 21 3.9k 3.: .y +0./5 40.75' 40.6 3.63 2.50 2.76 
Oct, 26 1.13 ii.50 =0.37 40.50 • - a . : 3.78 2.63 2.73 
Nov. 23 k.13 it. 31 -0.18 40.50 4 0 . 1 3 , 6 6 2.63 2.&L 
Dec. 21 k.13 h . O - 0 . 1 2 40 .50 -1 ,2 3,53 2.63 2.88 

1963~Jan< h 3.97 tO.85 40 .50 40.1; 3.5C 2.63 2.90 
11 _ 3 . 6 9 3.38 + 0 . 5 ' 40.75 40.U 3.W. 2.63 2.89 
18 3.$9 3.19 40.ko 40.75 40.5 3.kl 2.63 2.92 
25 3.59 3.25 +0.34 40.75 40.3 3 . w 2.63 2.93 

Feb. 1 3.56 3.38 40.18 40.75 -(0.3 3.32 2.63 2.9k 
8 3.56 3,13 +O.43 40,75 •>•0.3 2.63 2,95 

15 3.53 3 , : : 5 - -+0.28 40.75 4 0 . 2 3 .3* 2,63 2,92 
3 , I k 3.38 40.06 40.75 c , o 3.3w 2.63 2.87 

a / Bundesbank special rate for 2 to 6 month deposits . 

Table 11, Germanyi Selected Loans Deposit and Security Rates 
" (per cent per annum) 

Bond y ie lds 
Comm. 6-12 mo. deposits 5-1/2* Public 
bank , 

-- loans 5/ 

deposits 
Railway author- Share Yield bank , 

-- loans 5/ Savings Time 1958-83 i t i e s Yields gap 

1962-Jan, 7.50 3.5C 2, "5 5.8 < 9 3.3 
Feb. 7.50 3,50 2.75 5. ' 3t1 
Mar. 7.50 3.50 ic'5 5.6 5.*6 2.65 3,0 
Apri l 7.50 3.50 2.^5 6.6 5.6 2,?/ 2.8 
May 7.50 3 .5 ; < c " > 5/7 5.8 3.23 2.6 
June 7 5 0 3.5C 5.8 5.9 3.k? 2,3 
July 7.50 3.3,0 5,8 5.9 3,7:1 2.1 
Aug. 7.50 3 . ^ 2 . 5 5.8 6 ,0 3.5% 2.2 

~Sept„ 7.50 3.50 5 . r 6. v. 3,7^ 2.1 
Oct, 7,50 3,50 2,^5 6,0 6 . 2 3̂ 8!,- 2.1 
Nov, 7.50 3.50 2.75 6,1 6, 2 3.3k 2.8 
Dec, 7.50 3rS0 2. ;'3 6,1 6 ,1 3.kk 2.7 

1963-Jar., 7.50 3.5v 2.75 5.8 6 _ 3,58 2.5 
Feb- 7.50 •3. . 2.75 6 , 0 r., a • n . a , 

"a7 Approved credits on current account. 
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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 S T A T E S / C A N A D A 

T h u r s d a y f i g 

3 - M O N T H TR E A S U R Y BI L L R A T E 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 C A N A D I A N D O L L A R 

F O R W A R D R A T E \ 

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 + 

L-Ll-Ll J 
J $ 

I9 60 1961 19 62 1963 
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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 

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

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

\ I LONDON 

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 

— j • - j 1 1 1 ! • r 1 i 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 

I960 1961 1962 1963 
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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 M g u r a s P, 

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 LL A R D E P O S I T R A T E S j ] ~ ] 

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

\j\tv 

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 

D I S C O U N T ( — } 

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 : J F A V O R O f F R A N K F U R T { + ) 

A* -J 

1961 1962 1963 

Note: Special forward r ore available to German commercial bank* 
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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 

Friday figures 
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 P e r c e n t p e 

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 

A V \ X G E R M A N T R E A S U R Y B I l l S 

I—\>X_-| 1 — " W — 
G E R M A N I N T E R B A N K L O A N R A T E V , 

L_L I 1 1. J .1. 1 1 .1 1 I 

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 

1961 1962 1963 
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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 # 

X}—jit" E U R O - D O I L A R - L O N D O N - ^ e _ 

- U . S . 

% y N S W I T Z E R L A N D 

U J . l . L l J .1.1 .1 1 : i 1 J_l J 1,1.1 1 L. 

1960 1961 
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L O N G - T E R M B O N D Y I E L D S 

' W W 

. / — \ - / 
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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 * , 9 5 8 = I 0 0 

R a t i o s c a l e 

. S W I T Z E R L A N D 

450 

Note: Japan: index of 225 i nduilrio I and oiher n o c l i traded on ihe Tokyo exchange. 
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S P O T E X C H A N G E R A T E S - M A J O R C U R R E N C I E S A G A I N S T U . S . D O L L A R p . , 
A b o v e p a r 

' I 

v\— r~—^ / v . -

C A N A D I A N O O U A R / " f t 

J F M A M J J A S O N D J F M A M J J A S O N D J F M A H J J A S O N O 
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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 

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

A G A I N S T U . S . D O L L A R S Per cenV P . 

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 

— i 5 ^ 
t i l l T i \ / i i i 

U . $ . D O L L A R 

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 

— u 

L - . J — 
M 

1961 1962 1963 
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