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the first five months of 1963 of DM 1,802 million (a surplus of DM 624 million
was recorded for the same period in 1962). Most major items showed relatively
"1i££ie change between 1962 and 1963: the balance of goods and services was

~ virtua11§ unchanged {a higher trade balance was offset by a deterioration of
'tke,service account) and official payments were roughly DM 400 million lower

in 1963 primarily because of the delivery of military equipment which had been
prepaid.

The major factor was a DM 750 million increase in ‘the inflow:af private

capital, produced by nonresident purchases of German Governqent bonds and
'~ stocks (especially in May); and the tightening of the domestic money market
caused German banks to borrow abroad and to bring home funds from abroad.

German industrial firms are also beginning to borrow in foreign
markets. Recently, a German chemical firm took up a $10 million loan in New
York at a reported cost of 5.25 per cent compared with a cost of over 6 per
cent in Germany for a comparable lcan.

German reserves increase again

The balance of payments surplus (amounting to $450 million) was
almost entirely reflected in an increase in the German reserve position.
(See Table 8.) The Bundesbank's holdings of gold and foreign exchange in-
creased by $235 million during the first five months of 1963. Almost the
entire increase occurred in May. There was a further small rise of approxi-
mately $16 million in June.

In 1963, commercial banks have increased their foreign exchange
holdings by $223 million, with most of this concentrated in the first quarter,

representing to a large extent the unwinding of window~-dressing operations
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jpiébe-at%fhe énd of 1962. Since then, commercial banks' holdings
”fm‘aésets abroad have been largely unchanged, despite the»increaSing
irplus. The fact that the banks are not adding to their foreign holdings
~flects the tightening domestic liquidity situation.

. As a result of the favorable external position, the DM was in active
1émand,in foreign exchange markets throughout most of the period (See Table 9).
Thé,DM~started trading above par in March and has been quoted close to the

upper limit, at which the Central Bank is committed to intervene, since May.

German dollar indebtedness

Iiebts owed by Germany to the United States Government declined
fractionally during the second half of 1962 to reach a level of $234.3 million
{See Table 10). Since then payments have been made only for the servicing of
the debt,

Short-term indebtedness to commercial banks, at $145 million in
April 1963, was $41 million lower than at the end of 1962, while long-term
debt rose by $12 millicn to $82 million in February 1963, the latest date for
which data are available., In addition,

ronfinancial institutions reported that

‘ Germar customers cwed them an amount of $17 million at the end of 1962,



’GQﬁmahyg«EX§haﬁg

(monthly averages)

efRatétiﬁfﬁ¢Sg,CentSQper DM 1962 = June 1963

Par Value 25,000
Upper Limit 25.188
Lower Limit 2L.875
1562 1963
January<March 25.017 January 24,966
April=dune 25,018 February 2L.985
July-September 25,033 March 25.023
October-December 2);,981 April 25.,0L5
1953 May 25.090
January-March 24,991 June 25.121
April-June 25,085 July(15 days) 25.119
Source: Federal Reserve Bulletin.
Table 10, German Indebtedness to the U. S. Government
(in millions of U.3. dollarg)
Dec. Dec, June Dec.
1960 1961 1962 - 1962
Grants converted to credits 787.4 200,k 200.4 200.4
Sales of overseas surpluses 17.5 10.6 10.6 10.6
"American aidn country
orogram loans? 16.5 16.0 15.8 15.5
Export-Import Bank loans 9.1 9.6 8.0 7.8
Total 830.4 236.6 234.8 235,3

3/ Formerly known as Mutual Security Program

Source: U.S. Department of Commerce,
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