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V CAPITAL MARKET DEVELOPMENTS ABROAD 

I . Japan 
I I . Nine Charts on Financial Markets Abroad 

I . Japan: Money and Capital Markets in January-February 

Japan has continued t o borrow subs tan t i a l sums in Europe and the • 
United States in recent months. During January, Japan successful ly f loa ted i t s 
t h i rd $25 mil l ion bond issue in Germany in D-marks; during February, an $11.5 
mi l l ion issue was f loa ted by the Japanese Government in Switzerland in Swiss 
f r ancs . Several addi t iona l borrowings in Europe are current ly being discussed, 
both in European currencies and in U.S. d o l l a r s . In December, Japan's short-term 
indebtedness to U.S. banks increased $l5L mill ion (preliminary t o t a l ) . (See 
Table 1 below). Since October, there have been no issues of Japanese s ecu r i t i e s 
in the U.S. market. 

Table 1. Japan> Short- and Long-Term Borrowings in the U.S. 

Change during year Change during period 
I960 >961 1962 1963 1962 1963 I960 >961 1962 1963 

I I I I I I Iv 1 I I I I I 17 Oct. - Nov. Dec. 

Bank loans - / li80 722 212 £/397 250 - 2 0 "hi 29 11 118 - 7 ^ 2 7 5 1I4 V 1 0 7 - / 15L 
Secur i t i e s^ / 30 58 l b l 200 23 36 55 27 5i 8U 60 . 5 _ 5 0 0 

512 780 353 £/597 273 16 . 8 56 62 202 53 V28O 19 5 / m 5/15L 

1 / Short-term l i a b i l i t i e s to U.S. banks. 
2/ New secur i ty f l o t a t i o n s . 
a / Preliminary. 

In January and February the Japanese balance of payments worsened sharply. 
Reserves f e l l $23 mill ion in January and $51 mill ion in February to $1,801 million,, 
Reserves are now #121 mill ion below t h e i r peak l a s t October. The current account 
d e f i c i t in January, as measured on an exchange t ransact ions bas i s , wais $157 
mil l ion, the highest d e f i c i t in yea rs . The seasonal ly-adjusted d e f i c i t on t rade 
account (customs basis) was also extremely large in January. I t has been reported 
t h a t Japan i s now considering the p o s s i b i l i t y of obtaining a $305 mil l ion stand-by 
credi t from the IMF. 
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On t h e domestic s i d e , money market c o n d i t i o n s t i g h t e n e d moderately, 
i n January and February , and c a l l loan r a t e s i n c r e a s e d 0 .73 pe rcen tage p o i n t s . 
The average i n t e r e s t r a t e f o r bank loans and d i s c o u n t s t ended to s t a b i l i z e 
du r ing the September-November per iod f o l l o w i n g an e a r l i e r d e c l i n e . Commercial 
bank c r e d i t r o se l e s s r a p i d l y in December t han a y e a r e a r l i e r , r e f l e c t i n g i n 
p a r t t h e i n c r e a s e i n commercial bank r e s e r v e reou i rement s i n mid-December. The 
s tock market r a l l i e d s h a r p l y in J a n u a r y / but then dec l i ned s t e a d i l y dur ing 
Februa ry . 

Money market . Money market c o n d i t i o n s were r e l a t i v e l y easy i n e a r l y 
January , but du r ing t h e l a s t h a l f of January and February the market g r a d u a l l y 
t i g h t e n e d . A r e d u c t i o n of ¥350 b i l l i o n yen in bank n o t e s i n c i r c u l a t i o n i n 
January he lped t o i n c r e a s e bank l i q u i d i t y , bu t t h i s was more t h a n o f f s e t by 
ne t Treasury r e c e i p t s of ¥292 b i l l i o n , and a r educ t i on i n Bank of Japan loans 
and d i s c o u n t s , and government s e c u r i t i e s h o l d i n g s , of ¥21 and ¥292 b i l l i o n , • 
r e s p e c t i v e l y . 

I n t e r e s t R a t e s . C a l l loan r a t e s eased s h a r p l y in e a r l y J anua ry wi th 
t h e u s u a l r e t u r n of funds to t he banks fo l l owing ,heavy consumer spending in 
December. During t h e l a s t h a l f of January and the f i r s t t h r e e weeks of Februa ry , 
c a l l loan r a t e s g r a d u a l l y i n c r e a s e d , The r a t e f o r u n c o n d i t i o n a l ( r epayab le a t 
a d a y ' s n o t i c e ) c a l l l o a n money i n c r e a s e d from 7 . 3 p e r cent on January lU t o 
8 .03 n e r c e n t on February 3, and remained t h e r e th rough February 22. Other c a l l 
l o a n r a t e s a l s o rose 0 .73 p e r c e n t a g e p o i n t s du r ing t h e same per iod* 

'The average i n t e r e s t r a t e f o r bank loans -and d i s c o u n t s con t inued t o 
remain a t 7 .68 p e r cen t i n November, t h e same l e v e l as in t he p rev ious two 
months, (See Table 2 ) . The s t e a d y d e c l i n e in the r a t e , which f i r s t began i n 
November of 1962, has t h u s been h a l t e d , and wi th t h e i n t r o d u c t i o n of t i g h t e r 
c r e d i t c o n t r o l s i n r e c e n t months, t h e r a t e i s l i k e l y t o remain s t e a d y or p o s s i b l y 
r i s e . 

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

1959 I960 1961 1962 

March 8 ,18 8 .21 7 .92 8 .22 
June - 8 .28 8 . 2 2 7 ,88 . 8 . 2 3 
September 8.06 8.11: 8 .00 8 .2k 
December 8 . 1 1 8 .08 8 ,20 8 .09 

1963 

7 . 9 ? 
7 . 7 5 
7.68 
7.682/ 

TJ November. ~ 

Bank loans and d i s c o u n t s . Sank c r e d i t i n c r e a s e d 1 .9 p e r cen t i n 
December compared to 2 .5 o e r c e n t a y e a r - e a r l i e r . Th i s s lower r a t e of i n c r e a s e 
r e f l e c t s i n o a r t t h e i n c r e a s e i n commercial bank r e s e r v e r eou i r emen t s e f f e c t i v e 
December 16, 1963. During the y e a r as a whole, bank c r e d i t (as measured by 
l o a n s , d i s c o u n t s and s e c u r i t i e s ) i n c r e a s e d 2b n e r cent compared t o 17 p e r cent 
i n 1962. 
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In December, bank loans and b i l l s discounted increased 3.it and 3 .3 
per cen t , r e s p e c t i v e l y , while s e c u r i t i e s holdings decl ined 6 ,3 per cen t . Bank 
d e n o f i t s rose 5.L o r cent as aga ins t 5.9 per cent a year e a r l i e r . 

During the fou r th c u a r t e r , bank c r e d i t rose 5.8 per cen t , s l i g h t l y 
lower than the 6 .2 p^r cent, a year e a r l i e r . As ind ica t ed in Table 3 below, 
bank depos i t s increased 6,It p ir cent compared t o 8 ,2 p<=r cent a year e a r l i e r . 

Table 3. Japan: Quar ter ly Changes i n Deposits & P r i n c i p a l Assets of Commercial Banks 
( i n b i l l i o n s of yen) 

Per Per Per Per 
Cent Cent B i l l s Cent Cent 

Deposits Change Change Discounted Change S e c u r i t i e s Change 

1961 I +502 5 .7 +326 5 .9 + 1*8 1.8 +103 6 .8 
I I +169 1 .8 +206 3 ,5 +133 h.9 +ioh 6.h 

I I I +359 3 .8 +216 3.6 +206 7.3. + 13 2.5 
IV +U30 ii.3 +232 3.7 +220 7.2 +122 6 .9 

1962 I + 128 1.2 +256 3.9 + Hi O.lt - 6k -3. i l 
IT + 61 0 .6 +181 2.7 . +108 3 . 3 +258 l i i . l 

I I I +678 6,1; +223 3.2 +213 6 . 3 + h i 2.0 
IV +920 8.2 +585 8 .2 +115 h.O + 71 3 .3 

1963 I + 1 , 1 # 8 ,8 +717 9 . 3 +185 U.9 + 27 1 . 2 
I I +105 3 . 1 +365 U.3 +150 3.8 + 73 3 .3 

I I I +1,019 7.h +52L 5.9 +215 6 ,0 + lh 0 .6 
IV +9k7 6.I4 +589 6 .3 + # 3 6 .8 + Ll 1.8 

The propor t ion of bank loans and d i scounts extended fo r purchases of 
eouipnvmt in December was 16.6. pe r cen t . This i s lower than the 16.8 per cent 
r e g i s t e r e d in October and November, but h igher than the 16,3 per cent in March 
wHch was a low fo r the yea r . 

CORRECTION; I t was er roneously reported in t he previous c a p i t a l market 
reoor t tha t the Bank of Japan would extend 10 p-ir cent l e s s in c r e d i t t o 13 l a rge 
c i t y banks during the f i r s t qua r t e r of I96I1 than i t did a year e a r l i e r . In 
a c t u a l i t y , t h e Bank of Japan, through i t s "window guidance'1 ope ra t ions , w i l l 
attempt t o l i m i t t he c r e d i t expansion of the 13 l a rge c i t y banks in t h e f i r s t 
cua r t e r of I96I4 to an amount 10 p^r cent l e s s than a year e a r l i e r . This i s 
expected to amount to ¥?33 b i l l i o n , or 2.8 per cent of the outs tanding loan 
balance of these banks a t the end of 1963, In a d d i t i o n , the Bank of Japan 
repor ted ly w i l l h e r e a f t e r se t Quarterly l i m i t s , the inc rease to be .set a t a 
f ixed percentage of the loan inc rease in t he previous qua r t e r . 
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Bond market. New i ssues of domestic bonds reached a high f o r the year 
in December, t o t a l i n g ¥165 b i l l i o n . This was ¥?7 b i l l i o n h igher than in March, 
October and November w^en the monthly i s sues each t o t a l e d ¥138 b i l l i o n . Most of 
t h e o r i s e was due t o new i s sues of nubl ic corpora t ion debentures which increased 
from ¥27 b i l l i o n in November ¥L6 b i l l i o n in December. Burin? December, ¥19 
b i l l i o n of these new i ssues were ourchasec by the government1s Specia l Account 
f o r Post Of f i ce Life Insurance and Postal Annui t ies . Bank debentures a l s o rose 
from ¥83 b i l l i o n in November t o ¥91 b i l l i o n in "ecember and i n d u s t r i a l debentures 
from ¥27 b i l l i o n t o ¥2? b i l l i o n . 

Average y i e l d s in December on l o c a l government s e c u r i t i e s , publ ic 
corpora t ion bonds, and one-year.bank debentures , remained unchanged from l e v e l s 
e a r l i e r in the year a t 7.35ii, 7.053, and 6,?2h per cen t , r e s p e c t i v e l y . Yields 
on longer- term bank debentures were up s l i g h t l y from the November l e v e l t o 
7.28It per cent and i n d u s t r i a l bonds, which had been f l u c t u a t i n g s l i g h t l y e a r l i e r 
in t he year , remained a t 7.^88 per cent in both November and December, 

Stock market . ' Af te r r i s i n g 10 per cent in January, stock pr ices , gener-
a l l y decl ined during February. From the y e a r ' s high of ¥1,338 reached on 
January 29, t h e Dow Jones average decl ined t o ¥1,25li on March 2, a drop of 6 
o ;n\ cen t . (See Table L below). 2xcept f o r the January r a l l y , the general 
t rend of the market has been down s ince Apr i l of l a s t yea r , 

Table b. Japan: Dow Jones Average of 22$ Stocks, F i r s t Section of Tokyo 
Stock Exchange 

December 28 

January 

28 February 3 ¥1,305 1963 High %l,63k 
10 1,286 Low ¥1,201 

6 l , ? 5 ? 17 1,280 
13 ?h 1,261 1961 High ¥1,338 
20 1,317 Low ¥1,201 
27 1.32L March 2 

¥1,201 

1 / Last t r a d i n g day of 1963. 

Foreign t r a d e . Japan ' s seasona l ly ad jus ted t r a d e d e f i c i t worsened 
sharo ly in January r i s i n g t o $21*6 m i l l i o n . Compared to December, imports were 
up 10 per cent and expor t s were of f 11 per cen t . The January d e f i c i t i s sub-
s t a n t i a l l y h igher than the average monthly d e f i c i t of Sl5k m i l l i o n in the fou r th 
q u a r t - r and a t a seasona l ly a d j u s t e d annual r a t e , the d e f i c i t i s j u s t under $3 
b i l l i o n . The t r a d e f i g u r e s (monthly, or monthly averages , on a customs b a s i s ) 
i n Table 5 below are based on seasonal adjustment f a c t o r s computed by the Board 
of Governors of the Federa l Reserve System. 
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Table 5. Japan: Seasonally Adjusted Foreign Trade 
( in mi l l i ons of d o l l a r s ) 

1962 1963 196U 
Jan. I II " T I IV I II III r T Nov, Dec. 
196U 
Jan. 

Imports h9l L68 162 b.6h 188 5U5 $82 61i3 637 630 690 
Exports , 378 U08 _h28 U19 hh2 I462 U78 J 0 0 uuu 

Trade Balance -116 - 60 - ?li - 99 - 73 -103 -120 -l5h -159 -130 -2U6 

In mid-February t he Japanese cab ine t approved a new program of s p e c i a l 
t ax p r i v i l e g e s t o promote expor t s . Since the oresent exoort income exemption 
system, which has served as a s t imulus to expor t s , i s scheduled to expire on 
March 31, 1961;, t he Government has been anxious to enact a new program t o main-
t a i n export i n c e n t i v e s . In b r i e f , the new program would: (1) increase the 
' ex is t ing deprec ia t ion allowances fo r expor t ing i n d u s t r i e s ; (2) provide t a x 
advantages from s p e c i a l reserve funds e s t ab l i shed to develop overseas markets; 
(3) allow f i rms to se t as ide as r e s e r v e s , and r e g i s t e r as l o s s e s , amounts up to 
one-half of p r i v a t e investments in underdeveloped coun t r i e s ; and (1+) expand the 
p resen t t ax exemptions allowed fo r income received from providing t e c h n i c a l 
a s s i s t a n c e overseas . 

Foreign re se rves and c a p i t a l f lows. I n t e r n a t i o n a l r e s e r v e s . i n February 
f e l l f o r the f o u r t h s t r a i g h t month dec l in ing by mi l l ion to $1,801 m i l l i o n . 
The t o t a l dec l ine s ince l a s t October amounts t o $121 m i l l i o n . 

The 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 whopping cur ren t account d e f i c i t of $15>7 mi l l ion in January. The 
l a r g e s t cur ren t account d e f i c i t during the l a s t balance of payments c r i s i s 
t o t a l ed : $lb7 mi l l ion in June of 1961. The January f i g u r e r e s u l t e d from a 
d e f i c i t of $132 mi l l ion fo r commodity t r a d e and $25 mi l l ion fo r s e r v i c e s . Net 
long-term c a o i t a l payments were only $1 m i l l i o n , but net shor t - te rm c a p i t a l 
r e c e i p t s we're $163 m i l l i o n , the h ighes t in many yea r s . Since reserves f e l l $23 
m i l l i o n , while recorded ne t r e c e i p t s t o t a l e d $5> m i l l i o n , e r r o r s and omissions of 
$28 mi l l i on accounts fo r the d i f f e r e n c e . 

According t o pre l iminary data , Japanese shor t - te rm l i a b i l i t i e s to U.S. 
banks increased $1$L mi l l ion in December t o $2,137 m i l l i o n . (See Table 7 below). 
The increase r e f l e c t e d p r imar i ly a r i s e in commercial acceptances and shor t - te rm 
loans to banks. ^Hiring 1963, Jaoanese borrowing increased $397 mi l l i on compared 
to $212 mi l l ion 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 - 6 -

Table 7, Short-term Claims by U.S. Banks on Japan 
( in mi l l ions of U.S. do l l a r s ) * r 

Jan. Feb. Mar, Apr. May June July Aug. Sept . Oct. Nov. 

1 9 # 168 
1960 36? 
1961 875 

175 
372-

201 
h20 

22k 
2$0 

952 1,069 1,159 
1962 1,601 1,685 1,776 1,775 
1963 1,697 1,691 1,751 1,876 

Dec. 

2k2 # 0 2 # 269 # 2 262 
L88 L67 # 6 6 # 6 # # 3 

1,196 1,272 l , 3 l l 1,335 1,288 1,281 
1,762 1,758 1,765 1,767 1,711 1,710 
1,896 1,869 1,872 1,793 1,862 1,876 

275 321 
711 806 

1,292 1,528 
1,662 / I ,710 , 
1 , 9 8 3 ^ 2 , 1 3 7 ^ 

NOTE: Data fo r -1962 and 1963 have been recen t ly revised and include $52 mi l l ion reported 
by b a n k s . i n i t i a l l y as of December 31, 1961. 

a / Preliminary, 

Japan continued to borrow in European c a p i t a l markets , f l o a t i n g a $25 
mil l ion bond issue in Germany in January and a $11,5 mil l ion issue in Switzerland 
in February, Borrowings since ea r l y 1962 now t o t a l $127.5 mi l l i on . (See Table 8 
below), During I96I4, Japan w i l l repor tedly borrow about $150 mi l l ion in European 
c a p i t a l markets. . 

Table 8. Japan: Long-term Borrowings in Europe Reported in Financia l Press 

Borrower 

Bank of Tokyo 

Osaka City and 
Prefec ture 

Osaka City and 
Pre fec ture 

Gov l t e of Japan 

Amount 

$ 7.0 m. 

$25.0 m. 

$25oO m. 

£ 5 m i l l . 
($llu5 m.) 

Takeda Chemical Co. $15=0 m. 

Canon Camera Co. $ 5=0 m. 

$25.0 ITU Osaka City and 
Prefec ture 

Gov't of Japan 

Month 
Floated 

Jan. 1962 

Terms 

Two 5 - y r . c r e d i t s 
from 3 Swiss banks a t 
5-l/a - 5-3/1$ in 
Sw f rancs 

Feb. 1962 6-1/2% DM bond issue 

$11.5 mo 

March I963 

Aug. 1963 

Dec. 1963 

Dec. 1963 

Jan . 196L 

Feb. 196U 

6-1/2% DM bond issue 

6% US d o l l a r , 20-25 y r s . , 
conservation of 1899 
bond issue 

6% US d o l l a r , 20 y r . 
conver t ib le debentures 

6-1/1# US d o l l a r , 15 y r . 
conver t ib le debentures ' 

6-1/2% DM, 15 y r . bond 
i ssue 

Capi ta l 
Markets 

Switz. 

Germany 

Germany 

U.K 

Luxembourg 

U.K. 

Germany 

5.5#, Sw francs, 10-15yrs. Switz. 
a7 Although t h i s l i s t i s bel ieved to be complete,some i ssues may have been omitted. 
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Recently r e l eased data on o f f i c i a l l y approved fore ign investment i n 
Jaoan show a s u b s t a n t i a l j r i s e in loans t o Japan dur ing 1963 compared to 1962. 
The d s t a below, in m i l l i o n s of d o l l a r s , i n d i c a t e t h a t t o t a l loan approvals 
increased from $277 m i l l i on in 1962 t o $525 mi l l ion in 1963. 

- 1961 1962 1963 

Total acquisition of stocks: 112 125 236 
of which, through the market ( U7) ( 83) ( lo5) 
other ( 6k) ( 12) (131) 

Loans ("acquisition of claimable assets'1) '38L 277 525 

Bond issues floated abroad f/ 51 136 182 

Other 1 5 
TOTAL 553 539 918 

a / Reportedly excludes government s e c u r i t i e s and l o c a l government s e c u r i t i e s , 
but inc ludes i n d u s t r i a l bonds, bank bonds, and publ ic corpora te bonds. 

Foreign exchange. A f t e r s t reng then ing l a t e in December and t h e f i r s t 
ha l f of January, the yen g radua l ly weakened in the spot market during the res t 
of January and remained depressed during the f i r s t ha l f of February. The r a t e ^ _ 
in t he three-month forward market remained s teady during January and the f i r s t -
ha l f of February. The weakening in the soot market caused the forward discount 
t o dec l ine from 1.03 per cent on January 9 to .22 per cent a t t he end of 
January and the discount remained a t t h a t l e v e l through mid-February. (See 
Table 8 below). 

Table 8 . Jaoan: Customer's T.T. Exchange Rates of Bank of Tokyo, i n Tokyo 

Yen-dollar 
spot middle 

rate 

Three-month 
forward middle 

rate 

Forward discount 
in per cent 
oer annum 

Dec. 31 361.70 362.18 .86 

Jan. h 361.90 362.18 .6U 
10 361.70 362.1,8 .86 
17 362.15 . 362.50 .39 
2h 362.15 362.50 .39 
31 362.30 362.50 .22 

Feb. 7 362.30 362.50 .22 
15 362.30 362.50 .22 

' Asia , Afr ica and Lat in America Sec t ion . 
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