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A s u b s t a n t i a l in f low of both s h o r t - and long-term c a p i t a l i n t o Japan 
helped t o produce a $22 m i l l i o n r i s e in o f f i c i a l reserves i n the f i r s t quarter 
desp i t e a $139 m i l l i o n d e f i c i t on current account. Borrowings i n 1963 from the 
United S ta te s have c o n s i s t e d c h i e f l y of $ 5 l m i l l i o n of new secur i ty f l o t a t i o n s 
between January-March and $16 m i l l i o n in Apr i l . But s u b s t a n t i a l repayments on 
loans from U.S. commercial banks were s l i g h t l y larger than new i s s u e f l o t a t i o n s 
during the f i r s t quarter. (See Table 1 . ) In addi t ion , Japanese res idents can 
acquire U.S. d o l l a r c r e d i t s through the Euro-dol lar market and they may have done 
so in the per iod under review. 

Table 1 . Japan: Short- and long-term Borrowings 
from United S ta te s Financial I n s t i t u t i o n s 

(In m i l l i o n s of U.S. d o l l a r s ) 

Change during year 
I960 1961 1962 

Change during quarter 

Bank loans 2 / 
S e c u r i t i e s 2 / 

Total 

1+82 
30 

512 

722 
J 8 
780 

20% 
111 
3U6 

1962 
I I I I I I IV 

1963 
I 

21+9 -20 -1+7 23 - 5 6 2 / 
23 36 55 27 51 

272 16 , 8 50 - 5 

1 / Short-term l i a b i l i t i e s t o U.S. banks. 
y New s e c u r i t y f l o t a t i o n s . 
3 / January-February only . 

I n t e r e s t r a t e s continued t o f a l l i n Japan. On Apri l 20, 1963, the Bank of 
Japan lowered i t s bas i c discount r a t e from 6.205 to 5.81+ per c e n t , the fourth reduc-
t i o n s i n c e t h e t i g h t money p o l i c y was f i r s t eased on October 27. The rate has thus 
been lowered 1.1+6 percentage po in t s over t h i s per iod, e a r l i e r reduct ions occurring 
i n October and November of l a s t year and March of t h i s year . With the decrease i n 
the discount r a t e , the general l e v e l of i n t e r e s t ra te s has been dec l in ing and credi t 
has been expanding a t a f a s t e r r a t e than a year e a r l i e r . Money market condi t ions 
eased during the f i r s t quarter and a l s o i n Apr i l . Stocks recovered from t h e i r low 
f o r the year l a s t October and rose 15 per cent during the f i r s t quarter. 
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On A p r i l 22 the Ministry of Finance e s t a b l i s h e d new, wider exchange r a t e 
margins between the yen and t h e - d o l l a r . While t h i s move was made o s t e n s i b l y t o 
p l a c e Japan's exchange system on a b a s i s s i m i l a r to t h a t of the c o u n t r i e s adhering 
t o the European Monetary Agreements, i t w i l l a l so g i v e Japan grea ter f l e x i b i l i t y in 
i n f l u e n c i n g the trend of trade and c a p i t a l t r a n s a c t i o n s , 

The s e a s o n a l l y adjus ted trade d e f i c i t continued t o remain large i n March „ 
. . I n t e r n a t i o n a l r e s e r v e s rose $22 m i l l i o n during the quarter as net c a p i t a l r e c e i p t s 

more than o f f s e t the monthly d e f i c i t s on current account«, 

Money market, S u b s t a n t i a l bond purchases by the Bank of Japan and a 
lowering of t h e bank's b a s i c d i scount r a t e on March 20 contr ibuted t o a f u r t h e r 
eas ing of money market c o n d i t i o n s in Mai*ch. A c o n t r a c t i o n a r y r i s e of ¥59 b i l l i o n 
in bank n o t e s in c i r c u l a t i o n and net Treasury r e c e i p t s of ¥50 b i l l i o n were more than 

• o f f s e t by an i n c r e a s e of ¥32 and ¥287 b i l l i o n in Bank of Japan loans and government 
bond h o l d i n g s , r e s p e c t i v e l y . 

During the f i r s t quarter money market c o n d i t i o n s g e n e r a l l y eased and on 
Apri l 1 c a l l loan r a t e s reached t h e i r lowes t l e v e l s i n c e November 1956, With the 
fur ther reduct ion in the Bank of Japan's b a s i c d iscount r a t e on Apr i l 20, money 
r a t e s are l i k e l y t o remain easy . 

I n t e r e s t r a t e s . Between October 1962 and January of t h i s y e a r , the average 
i n t e r e s t r a t e f o r loans and d i scount s dropped from 8,2h tc 8 , 0 0 per c e n t , (See 
Table 2 . ) This r e f l e c t e d pr imar i ly t h e reduct ion in the Bank of Japan's bas i c d i s -
count r a t e l a s t October and November. With f u r t h e r cuts in t h e ra te in March and 
Apr i l of t h i s year , t h e average i n t e r e s t r a t e i s l i k e l y t o d e c l i n e f u r t h e r . The 
fourth cut in the d iscount r a t e on Apr i l 20 s i n c e the t i g h t money p o l i c y was f i r s t 

. eased l a s t October reduced the r a t e by 1.U6 percentage p o i n t s , 

Table 2 , Japan: Average Monthly I n t e r e s t Rates on Bank Loans and Discounts 

1 m i 

March 8 .18 
June 8 .28 
September 8 . 0 6 
December 8 . 1 1 

I960 1961 1962 1963 

8 . 2 1 7 .92 8 . 2 2 8 . 0 0 ^ / 
8 . 2 2 7 . 8 8 8 . 2 3 
8 .1k 8 . 0 0 8.2U 
8 .08 8 . 2 0 8 ,09 

1 / January. 

Cal l loan r a t e s eased during t h e f i r s t quarter . From an average l e v e l of 
10.li.6 per cent i n the fourth quarter , the r a t e f o r loans repayable, a t a d a y ' s n o t i c e 
(uncond i t i ona l ) f e l l to 8 , 0 3 January, r o s e t o 8 .39 i n February and dropped again to 
7 . 3 per cent' i n l a t e March. Rates are expected t o remain r e l a t i v e l y low during t h e 
second quarter . 
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Bank l o a n s and d i s c o u n t s . S ince November 1962, bank c r e d i t has expanded 
at a. f a s t e r r a t e than a year e a r l i e r . In January-February, t o t a l bank c r e d i t rose 
3 . 8 per cent compared t o 0 , 8 per cent a y e a r e a r l i e r . Most of the r i s e i s accounted 
f o r by an i n c r e a s e i n bank loans which r o s e 6 , 2 per cent during t h e per iod , (See 
Table 3*) There were a l s o modest i n c r e a s e s i n ho ld ings of s e c u r i t i e s and d i scounted 
b i l l s . Depos i t s rose . ¥126 . b i l l i o n i n January-February i n c o n t r a s t wi th a d e c l i n e of 
¥319 b i l l i o n a year e a r l i e r , Baik c r e d i t probably r e g i s t e r e d a f u r t h e r expansion in 
recent months in v iew of the cut i n the Bank of Japan's b a s i c d i scount r a t e i n March 
and A p r i l , 

- The proport ion o f bank loans and d i scounts extended for purchases of equip-
ment averaged 16#8 p e r cent i n January-February, This represented a d e c l i n e from the 
peak l e v e l of 1?*L per cent i n October'of l a s t y e a r . 

Table 3 . Japan? Quarterly Changes i n Depos i t s & P r i n c i p a l A s s e t s of Commercial Banks 
~ - • — (In b i l l i o n s o f yen) 

M A I N A S S E T S 

Depos i t s 

Per 
cent 

Change Loans 

Per 
cent 

Change 
B i l l s 

Discounted 

Per 
cent 

Change S e c u r i t i e s 

Per 
cent 

Change 

1961 I 
I I 
I I I 
IV 

+ # 2 
+169 
+359 
+U30 

5 . 7 
1 . 8 
3 . 8 
h.3 

+326 
+206 
+216 
+232 

5 .9 
3 . 5 
3 . 6 
3 . 7 

\ + 18 
+133 
+23 6 
+220" 

1 . 8 
k.9 
7 . 3 
7 . 2 

+103 
+10lt 
+ L3 
+122. 

6 . 8 
6.k 
2 .5 
6 , 9 

1962 J a n . -
Feb. -319 - 3 . 1 +15U 3 - 1 - 20 - 0 . 7 + 60 3 . 9 

I 
I I 
I I I 
IV 

+128 
+ 6 1 
+678 
+920 

1 . 2 
0 . 6 
6.U 
8 , 2 

+256 
+181 
+223 
+585 

3 . 9 
2 .7 
3 . 2 
8 . 2 

+ Hi 
+108 
+213 
•+11*5 

O.U 
3 . 3 
6 . 3 
luO 

- 6h 
+258 
+ hi 
+ 71 

-3 .U 
lh.l 

2 . 0 -
3 . 3 

1963 J a n . -
Feb. 

+126 1 . 0 +U81 6 . 2 • + 23 0 . 6 + 1U 0 . 6 

Bond market. New i s s u e s o f bonds t o t a l e d ¥111; b i l l i o n i n February, about 
t h e same l e v e l a s i n January. While the January-February volume o f i s s u e s was 
h igher than i n t h e t h i r d quarter l a s t year , i t was down somewhat from t h e fourth 
quarter l e v e l . New i s s u e s of bank debentures and p u b l i c corporate bonds were a t 
s l i g h t l y lower l e v e l s in January-Februaiy than in the fourth quarter , but i n d u s t r i a l 
debentures were h igher i n February than in the prev ious t h r e e months. The t o t a l 
volume o f new i s s u e s in January and February was ¥229 b i l l i o n , or ¥28 b i l l i o n higher 
than i n t h e same per iod a year e a r l i e r , 

OFFICIAL USE ONLY 

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



OFFICIAL USE ONLY - h -

Average y i e l d s on bonds and debentures remained unchanged i n January-
February from the 1962 l e v e l s except f o r some Very s l i g h t f l u c t u a t i o n s i n y i e l d s on 
i n d u s t r i a l bonds. 

Stock market, In g e n e r a l , s tock p r i c e s rose during t h e f i r s t quarter and 
reached a new high f o r the year on A p r i l 5 , 15 per cent above t h e l e v e l a t the end 
of 1962. This l e v e l , however, was s t i l l 11 per cent below the postwar' high on July 18, 
1961. During the r e s t of A p r i l s t o c k s tended t o ease s l i g h t l y . (See Table It.) 

Table U. Japan: Dow Jones Average of 225 S tocks , F i r s t Sec t ion of Tokyo Stock Exchange 

¥1 ,565 1961 High ¥1 ,830 
1 ,613 Low ¥1 ,250 
1 ,613 
1 , 5 9 1 1962 High ¥ 1 , 6 3 1 
1 ,570 Low ¥1 ,216 
1 ,593 

Jan. k ¥1,U18 Feb. 13 ¥1,1*97 Mar. 27 
9 1,1*21 20 l,U9U Apr. 3 

-.16 i , m 27 1,1*90 
Apr. 

10 
23 i,U5U Mar. 6 1 , 5 1 1 ; 17 
30- l , t 5 2 13 1 ,522 ' 2h 

Feb. 6 1,U95 - ^ 20 i ,55U May 1 

Fore ign t r a d e . The s e a s o n a l l y adjus ted t r a d e d e f i c i t was down s l i g h t l y i n 
March compared t o February, but s t i l l .remained l a r g e . March exports rose 5 per cent 
and imports 2 per c e n t . The s e a s o n a l l y adjus ted trade d e f i c i t at an annual ra te was 
$972 mi l l i on , i n the f i r s t quarter compared t o $156 m i l l i o n in t h e t h i r d quarter of 
l a s t year and $6U8 m i l l i o n i n the fourth quarter . S ince Japan can normally expect t o 
cover with i n v i s i b l e earnings a trade d e f i c i t of about $600 m i l l i o n a y e a r , t h e s e 
f i g u r e s i n d i c a t e t h a t the Japanese current account in recent months has again moved 
i n t o d e f i c i t . The s e a s o n a l l y adjusted trade f i g u r e s (monthly, or monthly averages , 
on a customs b a s i s in m i l l i o n s of d o l l a r s ) in Table 5 are based on s easona l adjustment 
f a c t o r s computed by t h e Bank of Japan under the U.S. census method. 

Table 5* Japan: Seasona l ly Adjusted Foreign Trade 

1962 1963 
I I I I I I IV I Jan. Feb. Mar, 

Imports 1*92 166 khl his 187 hlk 187 199 
"Exports 371 U09 h3h U21 L06 U09 395 UlU 

Trade balance -121 -57 -13 -51i - 81 -65 -92 -85 

Exchange r e s e r v e s and c a p i t a l f l o w s . During t h e f i r s t quarter , Japanese 
i n t e r n a t i o n a l r e s e r v e s rose $22 m i l l i o n t o $1 ,863 m i l l i o n . In February t h e Bank o f 
Japan made the f i n a l repayment on the s p e c i a l $200 m i l l i o n c r e d i t arranged with t h r e e 
American banks i n November 1961. Japan a l s o repaid in February and March $33 m i l l i o n 
aga ins t a $125 m i l l i o n c r e d i t obtained from seven American banks in February 1962$ 
Japan i s scheduled t o repay an a d d i t i o n a l $92 m i l l i o n aga ins t t h i s c r e d i t i n the A p r i l -
Ju ly per iod t h i s year . 
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Tha_balance of payments, as measured on an exchange t r a n s a c t i o n s b a s i s , 
r e g i s t e r e d a d e f i c i t on current account (not s e a s o n a l l y ad jus t ed ) of $28 m i l l i o n in 
March e With net long-term c a p i t a l r e c e i p t s of $25 m i l l i o n and n e t short - term c a p i t a l 

' . . rece ipts of $2U m i l l i o n , t h e o v e r a l l balance of payments, i n c l u d i n g a ne t ou t f low of 
' $ lk m i l l i o n under the errors and omiss ions i tem, showed a r i s e of $7 m i l l i o n in ..March. 

The current account was i n d e f i c i t during each month of the f i r s t quarter i n 
c o n t r a s t t o a regu lar monthly surplus duHng the l a s t h a l f of 1962* However, a sub-
s t a n t i a l ne t i n f l o w o f both short - term and long-term c a p i t a l as w e l l as a drawing down 
of n o n - o f f i c i a l short - term a s s e t s more than o f f s e t t h e current account d e f i c i t s , 
r e s e r v e s r i s i n g $22 m i l l i o n during the period* 

On A p r i l 1 , 1963, Japan a b o l i s h e d the six-month wa i t ing per iod f o r f o r e i g n 
i n v e s t o r s d e s i r i n g to r e p a t r i a t e c a p i t a l i n v e s t e d i n Japanese s e c u r i t i e s . Further 
moves to l i b e r a l i z e the r e p a t r i a t i o n of d i r e c t f o r e i g n investment in Japanese e n t e r -
p r i s e s are be ing cons idered by the Min i s t ry of F inance . 

Japanese short - t erm l i a b i l i t i e s t o U6S« banks f e l l $56 m i l l i o n during t h e 
January-February per iod , according t o pre l iminary r e p o r t s . (See t a b l e below in 
m i l l i o n s of U0Sa dollars)«. . . 

Jan. Feb, Mar, Apr, May June Ju ly Aug. Sept . Oct. Nov. Dec. 

1959 168 175 20k 22U 2U2 260 256 269 262 262 275 32U 
1960 362 372 , h20 250 188 U97 586 628 660 693 711 806 
1961 875 952 1 ,069 1,159 1 ,196 1 ,272 1,310. 1 ,335 1 ,288 1 , 2 8 1 1 ,292 1 ,528 
1962 1 , 6 0 1 1 , 6 8 5 1 ,777 1 ,773 1 , 7 6 1 1 ,757 1 , 7 6 1 1 ,766 1 ,710 1 ,709 1 ,660 1 ,773 
19631 /1 ,690 f / l , 6 7 7 

a / Prel iminary c 

NOTE: Data s i n c e December 1961 i n c l u d e r epor t s of c e r t a i n banks not p r e v i o u s l y 
i - e l u d e d . The i n c l u s i o n of t h e s e banks increased the reported f i g u r e s in 
December 1961 by $52 m i l l i o n . 

Japan f l o a t e d $51 m i l l i o n in s e c u r i t i e s in the American market during the 
f i r s t quarter . Those c o n s i s t e d of a $22 ,5 m i l l i o n bond i s s u e by the Japan Development 
Bank, and two A,D„R, i s s u e s f o r $6 .7 and $21 ,8 m i l l i o n by Nippon E l e c t r i c Co. , L t d . , 
and Kansai E l e c t r i c Power Co, , r e s p e c t i v e l y . Three o ther i s s u e s t o t a l i n g $16 .9 
m i l l i o n were a l s o o f f e r e d in A p r i l , (See Table 6 . ) 

For the second t ime s i n c e the end of the Second World War, the Japanese 
s u c c e s s f u l l y f l o a t e d i n March a $25 m i l l i o n , 15 -year , 6 - 1 / 2 per c e n t bond i s s u e in 
Germany, The i s s u e was made by the C i t y and Pre fec ture o f Osaka and was guaranteed 
by the Japanese Government, An e a r l i e r i s s u e f o r the same amount was f l o a t e d in z 
Germany in February 1962, 
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Table 6 . Japanese S e c u r i t y F l o t a - i o n s i n the U,S ± 1/ 

Date 

1957 Oct. 

Bond I s s u e s 
American Depos i tory 

Rece ipt Shares 
and Other 

Cumulative 
T o t a l S ince 
Oct. 1957 

Date 

1957 Oct. 

P u b l i c l y Placed P r i v a t e l y Placed 

American Depos i tory 
Rece ipt Shares 

and Other 

Cumulative 
T o t a l S ince 
Oct. 1957 

Date 

1957 Oct. 

I s s u e r Terms Amto I s s u e r Terms Amt. 

Alaska Lumber 15 y r s . , 1 2 . 0 
a n d P n l p 

I s suer Terms Ant. 

'57 IV 1 2 . 0 

1959 Feb. Gov0of Japan 3-15 y r s . 3 0 . 0 ' 5 9 1 U2.0 

I960 June Kobe S t e e l 15 y r s . , 30o0 
Works 1% 

"60 I I 7 2 . 0 

1961 Jan., Kawasaki 10 y r s . s U-0 
S t e e l 7 - 1 / 2 ^ 

Jan. Sumitomo lh y r s . 9 5 - 8 
Metals 7-1/2% 

' 6 1 1 8 1 , 8 

May Nippon Teleg0& 3-15 y r s > 20*0 
Telep.. Pub, Corp „ 5 - 6 i 

June Sony Corp. Pr ices 3-5 
1 3517.^0 

< 6 1 1 1 1 0 5 . 3 

Oct., Japan DeveluBk, V l 5 y r s . 2 0 * 0 

Nov-„ Mi t sub i sh i . JO y r s . , l\ ,4 
( l h A m i c a 1 7% 

'61IV 129 J 

196? Jan. Alaska Lumber 15 y r s , u .0 
and Pu lp 

Feb, Tokyo Shibaura P r i c e 9 , j 
E l e c t . Cu. &15.50 

Feb, Kawasaki 5yr06% j . 0 
Steamship C o l o a n 

\ 

Mar «, Nippon L i g h t 15 yr s „ ; , ,0 
Metal Co, 7 1./2* 

6? I 153 .0 

Apr „ The Japan P r i c e . 
Fund $ 1 2 , 5 0 15 6 

Apr .. 1Nippon G a i s h i l y r 
! K a i s h i , Ltd . l o a n 1 0 

""'6f I I I 8 9 1 • May, Jap.DeveloBk... 15 y r s l 17.,5 
\ ( 

""'6f I I I 8 9 1 

Sept . Kokusai 13' y r s , 1 0 . 0 
Densh in Benwa 6 

Sept * H i t a c h i L t d . 15 yrsu^ 1.6.5 
6 1/2% 
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Table 6 . Japanese S e c u r i t y F l o t a t i o n s i n the U.S.2:/ (cont.)0 

Bond I s s u e s 

American Depos i tory 
Rece ip t Shares 

and Other 

Cumulative 
T o t a l Since 
Oct . 1957 

P u b l i c l y P laced P r i v a t e l y Placed 
I s s u e r Terms Amt. . D a t e I s s u e r Terms Amt. I s suer Terms Amt. I s s u e r Terms Amt. 

^ 19.62 S e p t . Sh in Mitsubishi 15 y r . 1 0 . 0 
Heavy Indus . 6-1/2% 

Conv.Deb. 
S e p t . Nippon Teleg .& 15 y r s . , 1 8 . 5 

Te lep .Rib. C o r p . 6it 
' 6 2 E I 2 U U . 1 

Dec . Tokyo Shibaurat l 5 y r s . , 2 0 . 0 
E l e c t . C o . L t d . 6-3/8% 

Conv.Deb. 

Honda Mtr. Co. P r i c e 7 . 0 
$ 1 6 . 7 5 

'62 I V 2 7 1 . 1 

1963 Feb . Japan D e v e l . 15 y r s . , 2 2 . 5 
Bank 6% 

Nippon E l e c . Pr ice 6 . 7 
Co. Ltd . $16 .75 

Mar. Kansai E l e c . Pr i ce 21 .8 
Power Co. 

'63 I 322 .1 

Apr. Mi t su i & 15 y r s . , 1 0 . 0 
Company 6-3/8% 

Conv.Deb. 

Sony Corp. Pr ice 5 . 2 
$17 .25 

Apr. 

' 

Mitsui & Co. Pr i ce 1 . 2 
$1U .00 

1 / Data i n c l u d e a few longer - term bank l o a n s . 

NOTE: This l i s t of s e c u r i t y f l o t a t i o n s i n the United S t a t e s i s intended t o be complete , however, i t i s 
p o s s i b l e t h a t some borrowing has not been inc luded due t o l a c k of in format ion . 
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Foreign exchange, During t h e f i r s t quarter t h e exchange r a t e in the spot 
market remained unchanged at t h e o f f i c i a l support l e v e l , The yen weakened in the 
forward market, however, and the d iscount on 3-month exchange rose from 0 ,78 per cent 
i n e a r l y January t o 2 ,28 per cent in l a t e February and March, In the f i r s t h a l f of 
A p r i l t h e forward d i scount narrowed as the yen weakened s u b s t a n t i a l l y i n the spot 
market. (See Table 7 . ) 

Table 7» Japan: Customer's T, T, Exchange Rates of Bank of Tokyo in Tokyo 

Yen-do l lar Three-month Forward d iscount 
spot middle forward middle i n nnr cent 

r a t e ra te per annum 

December 28 359 .90 359.60 .78 

January U 358,90 359.60 .78 
11 358 .90 359.30 1 , 0 0 
18 358 ,90 359 .95 1 ,17 
25 358 ,90 360.15 1 , 7 3 

February 8 358,90 360.A5 2 .17 
22 358 ,90 360 .75 2 .06 

March 8 358 .90 360 ,95 2 ,28 
22 358 .90 360 .95 2.28 

Apr i l 5 359,80 361 .05 1 ,39 
1? 359 .70 361.05 i , 5 o 
15 360.20 361.05 .9h 

On Apr i l 22 the Min i s try of Finance e s t a b l i s h e d new exchange r a t e margil 
between the yen and the d o l l a r . Spot exchange t r a n s a c t i o n s w i l l be al lowed t o f l u c -
tuate w i t h i n 3 / U ' s of 1 per cent above and below p a r i t y i n contras t to t h e e a r l i e r 
l i m i t s of 1 / 2 o f 1 per cent o f p a r i t y , The previous requirement t h a t the rate between 
the^-yen and the pound s t e r l i n g be maintained wi th in 1 , 5 per cent above or below p a r i t y 
was dropped on A p r i l 22. This move not on ly g i v e s Japan grea ter f l e x i b i l i t y in 
i n f l u e n c i n g the t rend of t rade and c a p i t a l t r a n s a c t i o n s , but a l s o p l a c e s her exchange 
system on a b a s i s s i m i l a r t o that o f the c o u n t r i e s adhering to t h e European Monetary 
Agreement» 
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I I . India: Money and Capi ta l Markets During the F i r s t Quarter of 1963 

Higher i n t e r e s t r a t e s announced in January were fo l l owed by proposed 
i n c r e a s e s i n taxes i n the 1963-61; budget introduced i n l a t e February as the 
Indian a u t h o r i t i e s continued t h e i r e f f o r t s t o r e s t r a i n domestic demand i r the p r i -
va te s e c t o r . New proposed tax r e c e i p t s wero equ iva l en t t o about 10% of pro jec ted 
expendi tures . However, the new exces s p r o f i t s t a x that was proposed by the 
Minis ter of Finance crea ted such adverse c r i t i c i s m from the bus ines s community 
t h a t on A p r i l 16 he announced he would cut back the.burden of the new t a x e s by 
about 20 per c e n t . Bus iness c i r c l e s were g e n e r a l l y d i sappointed w i t h the con-
c e s s i o n s , c la iming t h a t they n e i t h e r met t h e i r demands or e x p e c t a t i o n s . 

E a r l i e r in January the Reserve Bank r a i s e d i t s b a s i c d i scount ra te 
from U t o Li? per cent and a l t e r e d the s t r u c t u r e of the d i scount r a t e s . Bank 
c r e d i t , however, continued t o r i s e a t a f a s t e r r a t e during the f i r s t quarter 
than a y e a r e a r l i e r . A l a g i n d e p o s i t growth and measures taken during the l a s t 
h a l f of 1962 t o l i m i t commercial bank borrowing from the Reserve Bank contr ibuted 
t o t i g h t e r cond i t i ons i n the c a l l money market and the inter-bank r a t e increased 
s u b s t a n t i a l l y during the quarter . 

Inauguration of the gold contro l r u l e s i n e a r l y January caused d i s -
o r g a n i z a t i o n i n the. gold market and regular quotat ions were suspended between 
mid-January and mid-March. P r i c e s quoted i n the l a s t par t of March were down 
5 per cent from e a r l y January l e v e l s . Stock p r i c e s dropped about U per cent 
during the quarter and i n t e r n a t i o n a l re serves increased $h l m i l l i o n during the 
quarter . 

Money market. The r a t e f o r day- to-day c a l l money continued to r i s e 
sharp ly during the f i r s t quarter . (See Table 1 . ) .The average l e v e l during 
t h i s per iod was ^ .62 per cent compared t o U.72 per c e n t i n the f i r s t quarter 
of 1962. ' While t h i s r i s e can be a t t r i b u t e d p a r t l y t o seasona l f a c t o r s , other 
developments have contr ibuted t o an increase in the r a t e . These inc lude mea-
sures taken during the l a s t h a l f of 1962 t o l i m i t commercial bank borrowing 
from the Reserve Bank and t o increase i t s c o s t , and a much s lower r a t e of ex -
pansion of the aggregate d e p o s i t s of the scheduled banks. As i n d i c a t e d in 
Table It, d e p o s i t s rose only Rs. 17 m i l l i o n in the f i r s t quarter as aga ins t a 
r i s e of Rs. 915 m i l l i o n a year e a r l i e r . 
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Table 1 . I n d i a : I n t e r - b a n k C a l l Money Rate i n Bombay 
( i n p e r c e n t per annum) 

Average of p e r i o d 

I i i . 72 1963 I 5 . 6 2 a / 
I I 3 . 5 9 Jan. L .86 " 
I I I 2 . 7 2 Feb. 5 . 8 0 b / 
IV 3 . 7 5 ^ Mar. 6 , 2 0 V 

a / P r o v i s i o n a l ; 
15/ Average of F r i d a y s . . 

Gold market . The g o l d market showed s i g n s of r e t u r n i n g t o a more o r d e r l y 
c o n d i t i o n i n March f o l l o w i n g d i s r u p t i o n i n January and February as a r e s u l t of 
v a r i o u s governmental a c t i o n s . On January 10 the Government announced new r e g u l a t i o n s 
which r e q u i r e h o l d e r s of g o l d of s p e c i f i e d type and w e i g h t t o d e c l a r e t h e i r h o l d i n g s , 
l i c e n s e d d e a l e r s t o submit r e p o r t s on g o l d p u r c h a s e s , and manufacturers t o l i m i t t h e 
p u r i t y of g o l d ornaments t h e y produce . 

One of t h e Government's aims i s t o reduce go ld s n u g g l i n g i n t o t h e country . 
Recent r e p o r t s i n Canadian newspapers have i n d i c a t e d t h a t Canada i s one of the 
s o u r c e s of t h i s g o l d . 

As a r e s u l t of t h e s e g o l d c o n t r o l r u l e s , t h e r e was a s u s p e n s i o n of the 
r e g u l a r g o l d p r i c e q u o t a t i o n s from mid-January t o mid-ITarch. P r i c e s quoted i n t h e 
l a s t h a l f of March were down 5 per c e n t from t h e January l e v e l and 2k per c e n t 
from t h e r e c o r d h i g h l a s t August . (See Table 2 ) . 

Table 2 . I n d i a : P r i c e of Gold B u l l i o n i n Bombay 
( i n d o l l a r s per f i n e ounce) a? 

Average of p e r i o d 

1962 I 7 8 . 3 8 1963 I 6 6 . 8 5 b / 
I I 8 0 . 6 0 Jan. 6 8 . 6 9 
I I I 8 2 . 0 6 Feb. c / 
IV 7 1 . L 1 Mar. 6 5 . 0 0 d / 

a / Average s p o t q u o t a t i o n s , c o n v e r t e d i n t o d o l l a r s a t par v a l u e . 
TvC P r o v i s i o n a l . 
c / No q u o t a t i o n . 
~&/ Average of F r i d a y s . 
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S'foclc market. Stock p r i c e s " d e c r i n e d during the f i r s t quar ter with the— 
March average down ii p e r cent from, the December l e v e l , (See Table 3 ) , F a c t o r s 
c o n t r i b u t i n g t o t h e d e c l i n e i n c l u d e d t i g h t e r c r e d i t c o n d i t i o n s and a p r o s p e c t of 
i n c r e a s e d b u s i n e s s . t a x e s . " 

.... In. J a n u a r y t h e minimum p r i c e r e g u l a t i o n s s e t by t h e v a r i o u s s t o c k e x -
changes were r e l a x e d and i n February t h e remaining f l o o r p r i c e r e s t r i c t i o n s on 
s t o c k s in--the—Bombay market were eliminated-,— Stock p r i c e s f e l l a g a i n i n t h e f i r s t 
week of March i n r e a c t i o n t o the Finance M i n i s t e r ' s budget speech of February 28 
which c a l l e d f o r h i g h e r t a x e s , i n c l u d i n g an e x c e s s p r o f i t s tax= The exchange 
a u t h o r i t i e s s u b s e q u e n t l y reimposed f l o o r p r i c e r e s t r i c t i o n s , but l a t e r r e l a x e d 
them* 

Table 3 . I n d i a : P r i c e ^ r i d e x o f V a r i a b l e Dividend I n d u s t r i a l S e c u r i t i e s : A l l I n d i a 
U 9 5 2 _ 3 3 = l o p ) — - ' " 

Average o f p e r i o d 

1962 I 1 9 0 . 0 1963 I 167 o W 
1 7 1 . 1 
1 6 6 . 7 . 
1 6 1 . 1 6 / 

P r o v i s i o n a l . 

I 1 9 0 . 0 1963 I 
I I 1 9 2 . 6 Jan, 
I I I 1 8 5 . 0 Feb, 
IV 1 7 3 . 6 Mar, 

Banking deve lopments . E f f e c t i v e January 3 , 1963, t h e Reserve Bank o f 
Ind ia r a i s e d i t s b a s i c d i s c o u n t r a t e from L t o L& p e r c e n t , and in a d d i t i o n a l t e r e d 
the s t r u c t u r e o f d i s c o u n t n o t e s • Each s c h e d u l e d bank i s now charged L& per cen t f o r 
borrowing on amounts up to $0 p e r c e n t o f i t s r e q u i r e d r e s e r v e s i n s t e a d of the p r e -
v i o u s U per c e n t on t h e f i r s t 25> per cent and 5 p e r c e n t on t h e next 25 per c e n t , A 
6 per cent r a t e c o n t i n u e s in e f f e c t a g a i n s t borrowing e q u i v a l e n t t o t h e remaining £0 
per cent o f the r e q u i r e d r e s e r v e ^ Under the new arrangement, t h e r e i s no i n c r e a s e 
i n borrowing c o s t s i f a scheduled bank borrows an amount e q u i v a l e n t t o a t l e a s t h a l f 
o f i t s r e q u i r e d r e s e r v e s and by mid-March most banks were r e p o r t e d t o have borrowed 
up t o 100 per c e n t o f t h e i r q u o t a s . One reason f o r t h i s change was t o - s i m p l i f y t h e 
system o f the Reserve Banks' l e n d i n g r a t e s . 

The i n c r e a s e i n t h e b a s i c d i s c o u n t r a t e f a i l e d t o s low t h e ra te o f bank 
c r e d i t e x p a n s i o n . During t h e f i r s t quar ter bank c r e d i t r o s e 11*8 per c e n t compared 
t o 1 0 , 3 per c e n t i n t h e same p e r i o d a year e a r l i e r , This expans ion was f i n a n c e d 
l a r g e l y by a s a l e o f government s e c u r i t i e s and a r i s e i n borrowing from t h e Reserve 
Bank, D e p o s i t s of t h e scheduled banks r o s e o n l y s l i g h t l y i n the f i r s t quar ter a s 
a g a i n s t a y e a r e a r l i e r , p a r t l y because t h e S t a t e Bank i s now t r a n s f e r r i n g PL I48O 
d e p o s i t s t o t h e Reserve Bank a t t h e r a t e of Rs« 100 m i l l i o n per month. 
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• Table U. I n d i a : Scheduled Banks: Q u a r t e r l y Changes i n D e p o s i t s and P r i n c i p a l A s s e t s 
( i n m i l l i o n s of r u p e e s ) " ~ 

- M A I N A S S E T S 
P f r c e n t Bank Per c e n t G o v ' t , Per c e n t Cash and Balance Per c e n t 

D e p o s i t s f h a n g e C r e d i t Change S e c u r i t i e s Change w i t h Rese rve Bank Change 

1962 ^ 
I +91$ + 5 . 0 +131U +10.3 . +217 + 3 .7 - 3 2 1 - 2 0 . 6 

I I +972 + 5 . 1 + 97 + 0 . 7 + 6 3 + 1 , 0 +273 +22 .1 
I I I . +219 + 1 . 1 - 381 - 2 .7 +827 +13,6 -262 -17cU 

• IV - 5 0 . 0 + Ul8 + 3 . 0 ... -367 - .-5o3 + 73 + 5 . 9 

1963 
17 + 0 . 1 +1671 +11.8 -U22 - 6»5 - 19 - 1 . 5 

Bank c r e d i t expanded f a s t e r i n the f i r s t quarter than d e p o s i t l i a b i l i t i e s « 
On Marcir"29j t o t a l bank c r e d i t was equ iva lent t o 77 .96 pi i* cent of aggregate d e p o s i t s 
compared t o 69*82 per cent at the beginning of the quarte-r and 73»U3 per c e n t a 
year e a r l i e r . The scheduled banks' cash and balances w i t h the Reserve Bank f e l l ! > $ 
per c e n t during the f i r s t quarter compared t o a d e c l i n e of 20.6 per c e n t a year 
e a r l i e r . At the end of the quarter , such r e s e r v e s were e q u i v a l e n t t o 6 , 1 6 per cent 
of aggregate d e p o s i t s , down from 6 c $ l per cent a t the end of 1962 and 6,hh per c e n t 
a year e a r l i e r . 

Exchange r e s e r v e s . I n d i a ' s i n t e r n a t i o n a l r e s e r v e s f e l l s l i g h t l y i n 
J a n u a r y , b u t r e c o v e r e d i n F e b r u a r y and March, r e g i s t e r i n g a n e t g a i n f o r t h e 
q u a r t e r of $Ul m i l l i o n . (See Tab le .5)= This r i s e i n r e s e r v e s f o l l o w e d a p e r i o d of 
r e l a t i v e s t a b i l i t y a t r e c o r d low l e v e l s „ 

Tab le 5'. I n d i a : I n t e r n a t i o n a l Monetary Rese rves 
( j^n_mi l l ions of d o l l a r s - l a s t F r i d a y of p e r i o d ) 

1962 I 520 1963 Jan; W18 
I I U52 ' Feb „ h72 
I I I UU5 Mar : L92 
IV b 5 l 

, A s i a , A f r i c a and L a t i n American S e c t i o n , 

I I I . Nine C h a r t s on F i n a n c i a l Markets Abroad 
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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 t d o y ( i g 

3 - M O N T H T R E A S U R Y BILL RATES 

"Ml 

Vv\ 

: RATE 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 0 8 W A I D R A T I \ 

RATE D I F F E R E N T I A L WTTH 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 IN F A V O I OF C A N A D A • 
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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 * 
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1 I I I I 1 I I I I I 1 I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I T 
1 9 5 9 I 9 6 0 1 9 6 1 1 9 6 3 

"X* 3-month treosury bill roles (or oil countries e*cepl Jopon (3 monlh inierbonk deposit role") and Switzerland (3-monlh deposit ra le) . 
"j" 3-monlh rale for U S dollar deposits in London 
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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 * 1 9 5 8 = 1 0 0 
Ratio scale 

G E R M A N Y \ 

traded on ihe Tokyo e»chongi • Nolo: Japan: 
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