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de deficit increases as trade expands rapidly

In contrast to the results of the first quarter, both imports and exports

gs,gs‘n&llyéadjuated) exhibited a lively upward tendency in the second quarter. Because

f‘pbtts4expanded at a faster rate (10 per cent) over the previous quarter thanfdid'

exports (8 per cent), the Swiss trade deficit widened from $55 million in the first

;quarter to $66 million in the second on a seasonally adjusted basis. (See Table 5.)

The growth of imports can be attributed to the upward trend of\consumption

in Switzerland and to milder weather. Particularly large increases occurred in imports

of raw materials, especially fuels, heating materials, sugar, paper and pulp as

merchants replenished stocks which had been depleted in the first quarter by both heavy .

consumption and transportation difficulties caused by the harsh winter. .

The pick-up in exports reflected the large backlog of foreign orders on the

books of Swiss industry. Almost all Swiss export industries reported gains for the

second quarter, the greatest gains being made by the machinery, watch, and textile

industries,

International reserves affected by special transactions in
second quarter; cdonsiderable gain in August

International reserves of the Swiss National Bank were affected in June

and July by the execution and reversal of three-way swaps among the BIS, the Swiss
National Bank and the large Swiss commercial banks totalling about $80 million; .
these swaps enabled the banks to indulge in their usual mid-year "window-dressing"
without putting undue pressure on the U. S. dollar in the foreign exchange market.l/
After adjustment for the swap transactions, there was an apparent reserve loss of

$6 million between the end of May and the end of July. (See Table 6.)

Reserves rose $25 million in August: gold holdings increased $7 million

reflects the central bank's intervention on the foreign exchange market in support

of the dollar, especially during the first half of August. In addition, during

1/ See "Recent Economic Developments in Switzerland,
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*I: and foreign exchange holdings $18 million. The rise in foreign exchange holdings
§ January-May, 1963," dated July 2, 1963.
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Table 5,

i

Swiss Foreign Trade: 1962 - July 1963

(seascnally adjusted, monthly average or month, in millions of U.S. dollars)

Imports c.i. f.

Exports f.o.b.

Trade balance

1962 1 250 181 -69
11 244 186 -58
I11 256 186 -70
v 251 187 -64
1963 1 247 192 -55
11 271 205 -66
January 240 186 -54
February 243 194 -49
March 260 197 -63
April 273 197 -76
May 281 208 -73
June 259 212 -47
July 291 195 -96
Source: OECD.
Table 6. Switzerland: Official Reserves
(end of period figures, in millions of U.S. dollars)
Foreign 7% of Reserves
Date Gold Exchange Total Change held in Gold
1962 1 2444 164 2608 -151 947,
IT 2409 297 2705 + 97 89%
111 2453 176 2629 - 76 937
v 2667 205 2872 +243 937%
1963 I 2461 177 2638 -234 937
II 2530 178 2708 + 70 937
April 2453 179 2632 - 6 --
May 2453 177 2630 - 2 937%
June 2530 178 2708 + 78 937%
July 2444 180 2624 - 84 937%
August 2451 198 2649 + 25 93%
Source: International Financial Statistics; Swiss National Bank.
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August the BNS swapped francs for dollars with Swiss commercial banks in order to
provide banks with more liquid funds in domestic currency. These operations also
have added to the BNS's foreign exchange holdings in August,

Exchange rate nears ceiling as dollar comes under selling pressure

Early in July, the Swiss franc was in moderate demand on foreign exchange
markets and the rate remained around 23,120 U. S. cents in the first two weeks of
the month, (See Table 7.) But, in the third week of July, the rate jumped to
23.134 cents as the demand for Swiss francs strengthened in nervous reaction to
President Kermnedy's announcement of the proposed measures to combat the U. S. pay-
ments deficit. Uncertainty in foreign exchange circles as to the effects of the . :
proposed interest equalization tax set off the initial movement out of dollars into
francs, and rervousness increased with the announcement that Canadian securities
would be exempt from the tax. The rate for the franc rose to'23.147 cents by the
end of July.

The tightness of the Swiss money market and the difficulties of the banks
in meeting dcmestic franc requirements also served to keep the U. S. dollar under
pressure. Tcward the end of July, the Swiss National Bank freed $35 million equiva-
lent of commercial bank balances which had been blocked since March 1961, and the‘
was a temporary easing of the exchange rate.

But the dollar quotation on the franc climbed further during August. In
the first week of August the BNS entered into dollar-franc swaps with commercial
banks, thereby allowing the banks to bolster their franc position without selling
dollar assets. The main source of pressure, however, reportedly came from a move-
ment out of dollars into Swiss francs by non-Europeans. The dollar continued to

weaken against the franc during the rest of August and the franc stood close to




Month

1962

1963

Table 7.

QOctober
November
December

January
February
March
April
May

June
July
August

Foreign Exchange Rate for the Swiss Franc 1/
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(in U.S. cents per Swiss franc)

Par Value

Lower Limit
Upper Limit 2/

Monthly Average

23.139
23.170
23.167

23.120
23.123
23.102
23.099
23,127
23.125
23.129
23.164

22.868
22,472
23.175

Week Ending

July 5

12

19

26

August 2

9

16

23

30
September 6

1/ Noon buying rate.
2/ Recent upper limit imposed by the BNS in the Swiss market; however,
the Swiss authorities are not committed to hold the rate below 23.283.

End of Week

23.120
23.117
23.134
23.147
23,158
23.165
23.168
23.170
23.170
23,171

Source: Federal Reserve Board.
Table 8. Switzerland: Balance of Payments on Current Account
(in millions of SF)
Balance on

. , , Trade Investment Other Current
Years Imports Exports Balance Tourism Income Items Account
1955 6401 5622 - 779 580 515 346 662
1956 7597 6203 -1394 635 580 304 125
1957 8447 6714 -1733 735 580 223 -195
1958 7335 6649 - 686 770 555 321 960
1959 8268 7274 - 994 845 605 302 758
1960 9648 8131 -1517 940 680 306 409
1961 11644 8822 -2822 1080 710 118 -914
1962 12986 9580 - 3406 1210 785 -52 ~-1463
Source: Mitteilung No. 160 der Kommission fur Konjunkturbeobachtung.
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the ceiling; of 23.175 cents at the end of the month. The announcement of,,tfhe,
‘”un§Xp&ctediy'large second quarter U.S. balance of payments defiecit prdbablff
~ strengthened speculative sentiment against the dollar, The dollar exchange rate
did not improve in the first week of September., ”

,Cuﬁ:ﬁren*t account balance of payments deficit larger in 1962

The Swiss current account deficit rose to SF 1 »463 million ($340 million)
ini‘%z frem SF 914 million ($213 million) in 1961. (See Table 8.) The deficit in
the trade account widened in absolute terms » even though it rose proportionételyi.f
less than the year before as imports grew more slowly and exports maintained 47
practically the same rate of growth as they had in 1961, Net receipts increased
from tourism, returns on Swiss investment abroad, payments to international organiza-
tions in Switzerland, and exports of electricity and 1iéenses. However these gains
were more than offset by an increase in the amount of foreign workers' pay remitted

abroad and by increased imports of electric power,





