








Lher than cut off foreign issues altogether and risk losing control

/,“ove: rhe'market In early July it approved a $15 million Imperial Chemlcal

llndustrles (U.K.) 4-1/2 per cent issue and in late August a $14 million

1/2 Per cent German electric power company issue. Also, in early July

 the Swiss Credit Bank joined an international syndicate in underwriting a

$20 million loan to Portugal, placing its share of the issue privately.

This was the first foreign currency loan underwritten by a Swiss bank
since 1961,

Several factors have contributed to the sharp upsurge in Swiss

stock prices since the end of June: the industrial share index was up
almost 6 per cent in early September from its end-June level. (See
Table 8.) Improved yields resulting from the previous decline in stock
prices, the smaller supply of more attractive new bond issues, and con-
tinued strong earnings reports for major Swiss companies have given
impetus to stock market activity.

Table 8. Switzerland: Industrial Share Index, 1964

(1958=100)
1964

January 3 256 June 12 227
17 251 26 228

31 250
July 10 235
February 14 243 24 248

28 246
August 7 244
March 13 246 21 244
26 246 28 243
April 10 243 Sept. 4 241
24 239 10 240

May 8 234

22 234

Source: Swiss Bank Corporation
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4:x§gg/easeswalthquh official reserves rise slightly

The repatriation of funds for mid-year window-dressing kept
‘ftﬁ#&SWiss franc at the ceiling against the U.S. dollar for most of June;
: howéver, ensuing money-market liquidity caused the franc to ease against
the dollar in the exchange markets for the rest of the summer, except
during the BNS mopping-up operations in the money market in early
August. (See Table 9.) Also, heavy demands for foreign exchange to
cover import needs contributed to the July and August easing of the
franc. Although the reflow abroad of funds repatriated for June-end
window-dressing for bank statements was much slower than expected, the
premium on the forward franc moved up as high as 1.25 per cent per
annum cn July 24. This high cost of forward cover, together with the
higher domestic interest rates, worked to keep funds at home, increas-

ing the supply of francs available to the domestic market and allowing

the franc to ease in the spot exchange markets.
1
Table 9. Switzerland: Spot Rates for the Swiss Franc‘/
(U.S. cents per Swiss franc) /
Par Value--22.868; Lower Limit--22.472; Upper Limit--23.178%

1964
March 6 23.105 June 5 23.176
13 23.129 12 23.176
20 23.111 19 23.176
27 23.109 26 23.178
April 3 23.113 July 3 23.168
10 23.128 10 23,160
17 23.160 17 23.130
24 23,178 24 23.123
May 1 23.176 31 23.125
8 23.175 Aug. 7 23,150
15 23.170 14 23.153
22 23.175 21 23.146
29 23.17¢ 28 23.145

Sept. 4 23.141

1/ Selling rates in the New York market.

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. .
Source: Federal Reserve Board,



’Iﬁ,June the ‘BNS scored large 1ncreases in its reserves ofvg_~_
L  “exchan'e as it supported the U.S. dollar against the Swiss
”franc eXiens;vely by direct market intervention and by 1n1tlating>short-,
- term dol]ar/Swiss franc swap agreements with the commercial banks. (Sée
Table 10.) Much of the foreign exchange accrued through these operations
was converted into gold by short-term swaps with the Bank for International
Settlements (BIS). Gold losses since July 1 have largely reflected the ’
reversal of these swaps with the BIS, and foreign exchange reserves have
fallen as the dollar/franc swaps with commercial banks were reversed.
However, a net gain of about $50 million in official reserves in the
June-August period is indicative of the repatriated funds that did stay
home after end-June.

Table 10. Switzerland: Official Reserves
(end-of-month figures, million U, §. dollars)

1963 1964
Dec. . Jan. Feb, March April May June July. Aug,
Gold 2,820 2,550 2,551 2,543 2 925 2,526 2,599 2,560 2,530
Foreign Exchange 254 224 202 201 280 267 352 350 _ 312
Total 3,074 2,774 2,753 2,744 2,805 2,793 2,951 2,910 2,842
Change +373 -300 =21 - 9 +61l - 12 4158 - 41 . 68
Gold Ratio 92 92 93 93 90 90 88 88 89

Source: Banque Nationale Suisse

Part of June's $73 million increase in BNS gold holdings re-

sulted from a swap operation involving three central banks: the Federal
Reserve, the BNS, and the Banca d'Italia. The BNS exchanged $100 million
equivalent Swiss francs for Italian lire with the Banca d'Italia. (Current
BNS requirements for lire are quite high because of the remittances to

Italy by Italians working in Switzerland.) With this amount of Swiss



-16-
francs the Banca d'Italia purchased an equivalent amount of dollars from
the Federal Reserve Bank of New York (FRBNY) in June and the FRBNY in
turn used the Swiss francs to 1iquidatevoutstanding credits under the
System's swap agreement with the BNS. The BNS then swapped a large part
of the lire to the BIS for gold. A small amount of lire was kept on its
own boocks, but a larger share was swapped (with cover) to Swiss commer-
cial banks in order to reduce their liquidity. The Banca d'Italia's
Swiss franc obligagion will be reduced as the BNS needs additional lire.
The Swiss Confederation has guaranteed in a repurchase agreement the
BNS obligations that run longer than three months.

Foreign trade deficit increases

Although the high level of imports has served to ease some of
the strain on Swiss resources, trade deficits in June and July close to
the record deficits of January and February continue to disturb Swiss
authorities. Peak-level economic activity pushed seasonally adjusted
imports for June to a record high of $306 million. (See Table 11.)
However, for the second quarter as a whole, imports were up less than
1 per cent over the first quarter compared with almost 10 per cent in
the same peridd of last year. Exports increased 4 per cent from the
first quarter level compared with a 7 per cent increase in the comparable
period of last year.

Table 11. Switzerland: Foreign Trade
(Seasonally-ad justed monthly average or month, million U.S. dollars)

1963 1964
I IT III 1V I II Feb Mar Apr May Jun Jul
Imports, c.i.f. 249 273 278 280 296 298 301 293 301 286 306 301
Exports, f.o.b. 191 204 200 210 212 221 215 214 226 215 222 220
Deficit -38 -69 -78 -70 -84 -77 -86 -79 -75 -71 -84 -81

Source: OECD, Main Economic Indicators; Neue Z{ircher Zeitung.




ewaasdclated with the Fund's General Agreements to Borfowj ’Undé£¥5f 
,,ﬁééé ag¢eements ten industrial members of the IMF undertake to make
.avallable to the Fund up to $6 blllion in their national currencies.
/,Slnce Switzerland is not a member of the IMF, it will make financial
arrangements, which may be reciprocal, directly with the participating
-countries in amounts not exceeding an outstanding total of $201 milliqn 

equivalent,






