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Ju ly 2.:, 1963 

CAPITAL MARKET DEVELOPMENTS ABROAD 

I Svi tzer lnnJ 
L , Nine Charts on F inanc ia l Markets Abroad 

I . Swi tzer land: Money and Cap i t a l Markets, Apri l -June 1963 

In the per iod Apr i l through June, Swiss money and c a p i t a l markets 
had a genera l tendency t o t i g h t e n . Rates f o r three-month depos i t s on the 
Zurich market ro se gradual ly from a range of 2-1/2 t o 2-5/8 a t t h e begin-
ning of Apr i l t o 2 -7 /8 by the end of J"ne, when a s u b s t a n t i a l demand f o r 
c a l l money (usua l ly of l i t t l e importance on t h e Swiss money market) was 
a l so ev iden t . Pressures on the money market came from at temots by French 
and German banks t o ob ta in Swiss f r a n c s and from increased drawings on 
loans by Swiss f i r m s and i nd iv idua l s f o r t h e f i n a n c i n g of imports and 
of cons t ruc t i on a c t i v i t y ; i n a d d i t i o n , Swiss f i n a n c i a l i n s t i t u t i o n s took 
s t eps t o prepare f o r mid-year window-dressing. 

The f o r e i g n exchange markets r e f l e c t e d t h e t i gh t en ing of the 
money market„ Swiss commercial banks found i t necessary t o s e l l l a rge 
amounts of t h e i r f o r e i g n exchange holdings (predominantly d o l l a r s ) t o 
obta in Swiss f r a n c s . As a consequence, t he r a t e f o r t he U.S. d o l l a r 
f e l l from SF U.32y in h,he middle of Apr i l t o SF H>319 by t h e end of 
May. To r e l i e v e t he p ressure on the money market, the Swiss National, 
Bank entered i n t o shor t - t e rm d o l l a r - f r a n c swaps with Swiss commercial 
banks i n June which allowed the banks to s a t i s f y t h e i r Swiss f r a n c demands. 
Since the commercial banics no longer had to ob t a in f r a n c s by s e l l i n g 
d o l l a r s i n the fo re ign exchange market , the p ressure on t h e d o l l a r 
eased. By the end of June, the r a t e rose to-SF U. 328 t o the d o l l a r . 

Af te r having been r e l a t i v e l y qu ie t i n A p r i l , the bond market 
showed increased a c t i v i t y i n May. There was some pressure on bond p r i c e s 
caused by a s l i g h t l y r i s i n g o f f e r but tu rnovers , on the whole, remained 
moderate and t he r e was l i t t l e change i n y i e l d s . In June, however, i n -
creased s a l e s l ed t o a dec l ine in p r i c e s and a tendency f o r y i e l d s t o 
creep up. Foreign bonds continued t o a t t r a c t considerable a t t e n t i o n , but 
a good p o r t i o n of a r ecen t 3-1/2 per cent Ci ty of Zurich l oan o f f e r e d a t 
99 per cent of par was l e f t in t h e hands of the unde rwr i t e r s . 

Changes i n the gold and f o r e i g n exchange re se rves of the Swiss 
National Bank mirrored the at tempts by the Swiss a u t h o r i t i e s t o ease the 
Swiss money market. The increase i n SNB gold holdings i n June and the 
subsequent dec l ine i n the f i r s t week of July r e f l e c t e d the swap t r a n s -
ac t ions between the SNB, Swiss commercial banks and the BIS. 
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Money market. Conditions on the Swiss money market were s t a b l e 
during most of Apr i l and raves f o r 90-day depos i t s held s teady at a range 
of 2-1/2 t o 2 -5 /8 per cen t . However, i n the l a s t week of A p r i l , end-of -
month f i n a n c i a l t r a n s a c t i o n s and an increased demand f o r funds to f i n a n c e 
imports and cons t ruc t ion a c t i v i t y pushed up r a t e s t o about 2 -5 /8 t o 2-3/U 
p e r c e n t o ( S e e T a b l e 1 . ) 

Table 1. Rates f o r 3-month Deposits a t Banks in Zurich l / 

( In per cent per annum) 

2-5/8 - 2-3/U 
2 - 5 / 8 - 2 - 3 / U 
2 - 3 / U 
2 - 3 / 1 

2 - 7 / 8 
2 - 3 / U - 2 - 7 / 8 

March 7 2 - 5 / 8 May 7 
... 15 2 - 5 / 8 1 5 

23 2 - 5 / 8 - 2 - 3 / U 23 
31 2 - 5 / 8 - 2 - 3 / U 31 

Apr i l 7 2 - 1 / 2 - 2 - 5 / 8 June 7 
15 2 - 1 / 2 - 2 - 5 / 8 1 5 
23 2 - 1 / 2 - 2 - 5 / 8 2 3 
30 2-5/8 - 2 - 3 / U 30 

n . a . / 
.7/8 E/ 2 

\ l / Rates most f r e q u e n t l y quoted by t h e f i v e l a rge Swiss banks i n Zurich 
Hurin-; the ind ica ted time pe r iod . 

p / Based on p re l iminary in fo rmat ion . 

The money market s t i f f e n e d f u r t h e r in May; the r a t e f o r t h r e e -
month depos i t s was quoted i n c r e a s i n g l y a t 2-3/U P e r c e n t . U t i l i z a t i o n of 
e a r l i e r loans as cons t ruc t ion activity nickr-d t r i b u t e to the v -
ducpr) In a d d i t i o n , French and German banks a l so sought funds i n 
Switzerland t o cushion the t i g h t e n i n g l i q u i d i t y s i t u a t i o n a t home, F i n a l l y , 
:iom Swiss i n s t i t u t i o n s bvgaa e a r l y p repa ra t ions f o r mid-year window-
dross ins . To meet t h e i r Swiss f r a n c requi rements , t he l a r ^ e co. ::iorcial 
bcui.es sol;! considerable ' amounts of spot d o l l a r s ami o ther f o r e i g n exchange . 

In t he f i r s t week of June, r a t e s f o r 3-month money rose f u r t h e r 
t o 2 -7 /8 per c e n t . Continued window-dressinj b y . t h e Swiss banks and 
f o r e i g n "demand f o r Swiss f r a n c s caused the market to t i g h t e n f u r t h e r . The 
Swiss Nat ional Bank moved t o r e l i e v e market p r e s su re s and helped the 
commercial banks to s a t i s f y t h e i r Swiss f r a n c requirements by en te r ing 
i n t o d o l l a r - f r a n c swaps with the banks over t h e mid-year . Commercial 
banks so ld the c e n t r a l bank spot d o l l a r s f o r f r a n c s and agreed t o repurchase 
the d o l l a r s a t a va lue -da t e a t t h e beginning of Ju ly . This a c t i o n had 
the e f f e c t of both l e s sen ing the p r e s su re s cn the Swiss money market and 
removing t h e source of s e l l i n g p ressure which was depress ing the r a t e f o r 

o f f i c i a l us;: o : ; l y 
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the U.S. d o l l a r on the f o r e i g n exchange market . According t o r e p o r t s , 
the r a t e f o r 3-month money was s t i l l 2-7/8 per cent a t t h e end of June 
and c a l l money (usua l ly i n l i t t l e demand) was a l so a c t i v e l y sought a t 
1 - 1 / 2 per c e n t . 

Currency-swaps as a means of c o n t r o l l i n g domestic l i q u i d i t y . 
The r ecen t currency swaps with Swiss commercial banks were merely a f u r t h e r 
use by the Swiss a u t h o r i t i e s of t h i s new technique to con t ro l domestic 
l i q u i d i t y . In June, the Swiss a u t h o r i t i e s sought (as they had i n y e a r -
end opera t ions i n 1961 and 1962) t o help the commercial banks temporar i ly 
shore up t h e i r l i q u i d i t y p o s i t i o n s . At other t imes , the swap technique 
has been used t o reduce bank l i q u i d i t y . 

In a r ecen t speech, Dr* I k l e ' of the Swiss Nat ional Bank exp la in -
ed i n d e t a i l how t h i s techinque was used t o n e u t r a l i z e t he massive inflow 
of $270 m i l l i o n of f o r e i g n exchange i n t o Switzerland i n June and July 
1962 a t a t ime of specu la t ion aga in s t the Canadian and U.S. d o l l a r s . 
There were two main opera t ions involved: 

a . The Federal Reserve System drew $50 mi l l i on aga ins t i t s 
$100 m i l l i o n swap wi th the Swiss Nation Bank (SNB). The 
System used t h e equivalent Swiss f r a n c s (216 mi l l i on ) t o 
buy back $£0 mi l l i on of d o l l a r s which the SNB had pu r -
chased i n the f o r e i g n exchange market . In t h i s way, 
the SNB reduced i t s d o l l a r s not covered aga ins t exchange 
r i s k and increased i t s d o l l a r s covered aga ins t t h a t r i s k . 
As a second s t ep , t h e SNB then induced t h e Swiss commercial 
banks t o take t h e s e d o l l a r s on a swap b a s i s and i nves t 
them i n US Treasury b i l l s . ' 

• b . The Federal Reserve System drew $60 mi l l ion aga ins t i t s 
$100 mi l l i on swap with the Bank of I n t e r n a t i o n a l Set t lements 
(BIS). The BIS did not have the r e q u i s i t e volume of Swiss 
f r a n c s on hand, but proceeded t o ob ta in t h e a d d i t i o n a l 
funds requ i red by means of three-month depos i t s by Swiss z 
commercial banks. (Had the BIS not been able to ob ta in 
s u f f i c i e n t f r a n c s from the commercial banks, t h e BNS had 
dec lared i t s r ead iness t o make them ava i l ab l e a g a i n s t go ld . ) 

The r e s u l t s of these opera t ions were t h a t % 

a . Some $110 mi l l ion out of the $270 mi l l i on inf low i n t o Switzerland 
was turned over t o the Federal Reserve Bank of New York; and" 

b . At t h e same t ime , approximately Swiss f r a n c s lj.75> m i l l i o n of 
t he newly-created Swiss f r a n c s 1 . 1 m i l l i a r d - t he countervalue 
of the $270 mi l l i on - was immobilized, p a r t l y by means of 
d o l l a r t r a n s f e r s t o the commercial banks and p a r t l y by means 
of the time depos i t s wi th t h e BIS. 1 / 

1 / Speech by Dr. M. I k l e , Swiss National Bank a t t h e General Meeting of t he 
Forex-Club Su i sse , 20 October 1962, pp. lU-15 (mimeo). 
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Bond market. There was a moderate amount of a c t i v i t y on t h e 
Swiss bond market i n Apr i l and the tenor of the market was calm. The 
gross t o t a l of new money r a i s e d i n Apr i l was considerably below the l e v e l s 
of February and March because of the unusual ly small volume of new i s s u e s 
o f f e r e d by domestic borrowers. Swiss bond i s s u e s t o t a l l e d only $17.8 
m i l l i o n or about the same as t h e $17.2 mi l l i on of new f o r e i g n i s s u e s . 
(See Table 7 . ) In May, new o f f e r i n g s t o t a l l e d $62 m i l l i o n . The y i e l d 
on the Swiss Confederat ion 3 per cent bond of 1967-7U eased t h r e e bas i s 
po in t s i n Apr i l bu t then rose £ b a s i s p o i n t s t o 3 .11 per cent i n May as 
demand slacked off s l i g h t l y and a l a r g e volume of new i s s u e s i n May absorb-
ed market i n t e r e s t . At t h i s t ime , t he SNB repor ted t h a t the bond market 
was beginning t o show s igns of s t r a i n . 

Condit ions i n the bond market d e t e r i o r a t e d somewhat in June and 
t h e r e was a tendency f o r y i e l d s t o creep up. There were r e p o r t s in June 
of l i q u i d a t i o n s on the bond market made f o r t h e purpose of obta ining 
funds t o pay f o r new s u b s c r i p t i o n s . New Swiss i s s u e s i n June met with a 
c e r t a i n amount of d i f f i c u t l y . A Ci ty of Zurich SF 5>0 m i l l i o n , 3-1/2 per 
cent bond i s sue was o f f e r e d to the pub l ic a t 99. But al though SF 30 
m i l l i o n of t he loan was taken up through convers ions , t h e remaining SF 20 
m i l l i o n was l e f t i n the hands of the underwri t ing banks . These developments 
have prompted d i scuss ion i n f i n a n c i a l c i r c l e s t h a t a c e r t a i n t i gh t en ing 
of t he c a p i t a l market may be i n p rospec t . 

During t h e Apri l -June p e r i o d , new f o r e i g n i s sues (car ry ing a 
higher r a t e of i n t e r e s t than domestic bonds) continued to a t t r a c t con-
s i d e r a b l e i n t e r e s t . The major i ty of f o r e i g n i s s u e s c a r r i e d coupons of 
i i - l / 2 per cent and were o f f e r e d a t p a r . (See Table 2 . ) There were two 
ins tances of a ^ T p e r cent coupon, however, and two i s s u e s were f l o a t e d 
a t 99 per cent of par . A number of t h e f o r e i g n i s s u e s were oversubscr ibed. 

Stock market. In Apr i l t h e Swiss s tock market broke away from 
-the indec i s ion which had cha rac te r i zed p r i c e movements f o r some months 
pa s t and the Swiss National Bank share index ro se 5 .5 per cent from t h e 
end of March t o 199 a t the end of A p r i l . (See Table 3 . ) Banking c i r c l e s 
a t t r i b u t e d the b u l l i s h tendency t o r e c e n t l y publ ished favorab le year-end 
r e s u l t s of l ead ing Swiss i n d u s t r i e s , increased i n t e r e s t i n Swiss shares 
by i n s t i t u t i o n a l i nves to r s and growing pub l ic p a r t i c i p a t i o n i n the stock 
market. During May, s tock p r i c e s advanced a f u r t h e r 1 per cent but a 5 
per cent drop dur ing June brought t h e index back t o t he end of March l e v e l . 
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Table 2 . Swi tzer land: Foreign Bond I s sues , Apr i l - June 1963 

Amount 
(SF m i l l . ) Term 

Apr i l 
Compagorie des A t e l i e r s 

e t Forges de l a Loire 
(France) 

Companfa Sev i l l ana 
de E l e c t r i c i d a d 

(Spain) 

May 
Assoc. diocSsaine 

9 . 0 

20.0 

1969. 

1969-78 

Coupon 
Rate 

U . 5 

2 . 0 

(1958 - 100) 

Issue Yield t o 
Pr ice Matur i ty 

100 

99-

March 

Apr i l 

1 187. U May 3 199.3 
8 

15 
192.8 10 19U.8 8 

15 190.9 17 199.7 
22 192.0 2h 199.2 
29 189.0 31 201.8 

191.U ' June 7 199,9 
12 192.6 l U 198.0 
19 195.6 21 195.5 
26 199.k 28 192.0 

U . 5 

5 . 1 

de Besancon 2 . 0 1 9 6 8 - 7 3 5 . 0 1 0 0 5 . 0 
Siemens and Halske, A .6. 

5 . 0 

(Germany) 6 0 . 0 1 9 7 8 u.5 . 1 0 0 U . 5 
S o c i l t e Metal lurgigue 

u.5 U . 5 

de Knutange 3 0 . 0 1 9 7 0 - 7 9 U . 5 . 1 0 0 U . 5 
(France) 

U . 5 . U . 5 

June 
A.S.Vaksdal Mjele 8 . 0 1 9 7 5 U . 5 9 9 U<»6 

(Norway) 
9 9 U<»6 

Socie te E lec t r i que de 
1 ' Our S.A. 6 0 . 0 1 9 6 9 - 7 9 U . 5 1 0 0 . U . 5 

(Luxembourg) 
. U . 5 

Table 3. Switzer land: I n d u s t r i a l Share Index 
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Foreign t r a d e . A dec l ine i n imports and a r i s e i n exports i n 
the f i r s t two months of t he year caused t h e seasona l ly -ad jus t ed Swiss 
t f a d e d e f i c i t t o f a l l from $61; m i l l i o n i n t h e f o u r t h quar te r of 1962 t o 
$5U mi l l i on in January and only $1*9 mi l l i on i n February. (See Table U.) 
But t h e t r ade d e f i c i t widened apprec iab ly i n March and Apr i l as expor ts 
rose only 1 ,5 per cent i n March and f a i l e d to inc rease i n Apr i l and 
imports rose sharp ly i n both months. Par t of t he March inc rease i n imports 
can probably be a t t r i b u t e d t o a working-off of pent-up winter import demand 
but t he continued upsurge of imports in Apr i l may w e l l ooint t o an inc rease 
i n o v e r - a l l demand. 

Table-U. Switzer land: Seasonal ly-Adjusted Foreign Trade 

( i n mi l l i ons of U.S. d o l l a r s , month or monthly average) 

1 - 9 6 2 1 9 6 3 
I I I I I I IV I Jan. Feb. March Apr i l 

Imports c . i . f . 250 2Wi 256 251 2U7 2U0 2k3 260 273 
Exports f . o . b . 181 186 186 187 192 186 19U 197 197 

Balance -69 -58 -70 -6U -55 -5U -U9 -63 -76 

Source: OECD 

Foreign exchange r e s e r v e s . Gold and f o r e i g n exchange r e se rves 
of t he Swiss National Bank decl ined s l i g h t l y i n Apr i l by $6 m i l l i o n and 
by a f u r t h e r $2 mi l l ion i n May. (See Table 5 . ) The r i s e in gold holdings 
i n June r e f l e c t e d a t tempts by t h e Swiss a u t h o r i t i e s t o help t he commercial 
banks with t h e i r mid-year window-dressing a c t i v i t i e s . To t h i s end, the 
Swiss I&tional Ebnk entered i n t o shor t - t e rm d o l l a r - f r a n c swaps with Swiss 
commercial banks. Commercial banks so ld the c e n t r a l bank spot d o l l a r s 
t o t a l l i n g about $70 m i l l i o n f o r f r a n c s and agreed t o repurchase the d o l l a r 
a t the beginning of Ju ly . The Swiss National Bank then swapped the d o l l a r 
received from the commercial banks f o r gold from the BIS on a shor t - t e rm 
b a s i s . These t r a n s a c t i o n s were l a r g e l y respons ib le f or the $77 mi l l i on 
r i s e i n BNS gold r e se rves i n June,. Gold holdings of the Swiss National 
Bank f e l l $U2 mi l l i on in the f i r s t week of July when a r e v e r s a l of t he 
swap arrangement between the c e n t r a l bank, the Swiss commercial banks and 
the BIS was begun. 
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Table $ . Swi tzer land: O f f i c i a l Gold and Foreign Exchange Reserves 

( i n mi l l i ons of U.S. d o l l a r s ) 

Gold Foreign Exchange To ta l 

October 2L52 181 2,633 
November 2U21 -192 2,613 
December 2667 20$ 2,872 

January 215$ 200 2,6$< 
February 2U61 189 2 , 6 5 » 
^[arch 2U61 177 2,638 
Apr i l 2U$3 179 2,632 
May 2U$3 177 2,630 
June 2$ 30 178 2,708 
Ju ly 6 2L88 176 2,66lt 

Exchange r a t e s . The r a t e f o r t h e spot d o l l a r held s teady a t 
SF U.329 from mid-April through t h e f i r s t two weeks of May bu t t h e d o l l a r 
then weakened as a r e s u l t of window-dressing p repa ra t ions by Swiss f i n a n -
c i a l i n s t i t u t i o n s , Commercial banks so ld l a r g e amounts of t h e i r f o r e i g n 
exchange a s s e t s , e s p e c i a l l y d o l l a r s , t o get back i n t o Swiss f r a n c s . As 
a r e s u l t of the p e r s i s t a n t s e l l i n g p r e s s u r e , the r a t e on the d o l l a r de-
c l ined form SF U.329 on May 10 t o SF U.318'on May 2h. (See Table 6 . ) 
To ease the s t r a i n s on the money market, the Swiss National Bank announced 
i n l a t e May i t would enter in to the shor t - t e rm dollar/franc-Swap's; 
p rev ious ly desc r ibed . In consequence, s e l l i n g pressure on the d o l l a r 
eased and t h e j r a t e climbed to SF U.328 by June 28. 

The r a t e f o r the pound s t e r l i n g moved wi th in the narrow l i m i t s of 
SF 12.125 and SF 12.123 during A p r i l . S t e r l i n g was under p ressure in May 
and the r a t e f e l l t o SF 12.090 by May 2iw But as t he demand fo r Swiss 
f r a n c s abated fo l lowing announcement of the BNS/commercial bank swap 
f a c i l i t i e s , the r a t e f o r s t e r l i n g recovered somewhat and stood a t SF 12.10$ 
on June lU. 

Gold market . The p r i c e of t h e Vrenel i remained at SF 38.7$ through-
out Apr i l and May but t hen dropped to SF 38.2$ i n the f i r s t week of June 
and remained t h e r e during the r e s t of the month. 

Europe and British Commonwealth Section. 
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Table 6 . Swi tzer land? Money Rates* Exchange R a t e s a and Gold. P r i c e s 
- 8 -

E u r o - d o l l a r 
Forward US Tr . b i l l d e p o s i t Swiss 

Swiss Net Net bank Spot Spot Gold 
f r a n c B i l l r e t u r n London r e t u r n d e p o s i t $ i n £ i n co in 5/ 

( 3 - b i o • ) y i e l d i n SF r a t e i n SF (3-mo.) SF ST i n SF 
Jan. 25 +0.40 2.93 2 .53 3.59 3.19 2.69 4 .324 12.133 38.25 
Feb. 21 +0.06 2.87 2.81 3.44 3.38 2.63 4 .323 12.117 38.25 
Mar. 29 +0.41 2.91 2.50 3.69 3.28 2.69 4 .331 12.125 38. 75 
Apr.. 19 +0. 39 2.88 2.49 3.66 3.27 2.56 4.329 12.125 38. 75 Apr.. 

26 +0.36 2.89 2.53 3.72 3.36 2.69 4.329 12.123 38. 75 
May 3 +0. 36 2.90 2 .54 3.74 3.38 2.69 4.328 12.117 38. 75 May 

10 +0.19 2.91 2.72 3.81 3.62 2.69 4.329 12.119 38. 75 
17 - 0 . 0 6 2.91 2.97 3.84 3.90 2.69 4.321 12.095 38.75 
24 +0.14 2.96 2 .82 3.91 3.77 2.75 4.318 12.090 38.75 
31 40.17 3.00- 2 .83 3.84 3.67 2.75 4.319 12.093 38.75 

June 7 +0.28 2.98 2. 70 3.91 3 .63 2 . 8 8 - 4 .321 12.101 38.25 
14 +0.41 2.99 2.58 3.84 3.43 2.81 4 .323 12.105 38.25 
21 40.42 2.98 2.56 3.78 3.36 4.325 38.25 
28 40.40 2.99 2.59 3.84 3.44 . 2 .86 4. 328 38.25 

a / "Vrene l i " 2 0 - f r a n c p i e c e (0.1867 t r o y ounces j # 6 . 5 3 a t $35 p e r ounce ) . 

Table 7. S w i t z e r l a n d : S e l e c t e d C a p i t a l M a r k e t - S t a t i s t i c s 

C a p i t a l market y i e l d s - . J fmr i s sues 
Depos i t c e r t ' s m i l l i o n s 5 monthly ave . or month) 

Long-term 12 c a n - 5 (New money r a i s e d ) 
month) 

g o v t . t o n a l l a r g e Swiss Swiss Fgn. T o t a l 
bonds banks banks bonds s tocks bonds Gross Net y 

1962 - High 3.31 3.39 3.29 1960 17.3 3.8 10.8 31.8 TZTe 

Low 2.98 3.35 3.29 1961 19.8 7.2 18.6 45. 7 42 .6 

1963 - Jan. 25 3.13 3.39 3.39 1962 21.8 12.8 12. 7 47 .3 38.3 
Feb. 22 3.10 3.39 3.39 Qtr. I 24.5 15.6 20.2 60.3 45.4 
Mar. 29 3.09 3.40 3. 39 I I 26.8 21.7 13.2 61. 7 53.9 
Apr. 26 3.06 3.41 3.39 I I I 16. 6 5 . 3 7.0 28.9 27.8 
May - 17 3.10 3.41 3.39 IV 18.8 6 .9 10.5 36.2 18.8 May -

24 3.11 3.41 3.39 1963 
31 3.11 3.41 3.39 Jan. 30.9 0. 7 4 . 6 36.3 28.7 

June 7 3.11 Feb. 43 .6 10. 9 23.3 77.8 77.6 
14 3.11 Mar. 40.0 31.8 — — 71.8 24.4 
21 3.11 Apr. 17.8 7. 7 17.2 42 .7 12.6 
28 3.11 May 47.9 •16. 3 14.4 78.6 77.9 

July 6 3.12 

a/ Net of reimbursements. Amounts by type are gross . 
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