Brothers fixed income indexes treat returns as cumulative for the entire period. Intramonth cash
flows contribute to monthly returns but are neither reinvested nor earn a reinvestment return for that
month. Rather they are reinvested the next month to reflect monthly compounding.

The Lehman Brothers U.S. Treasury Index is used as a valuation adjustment for foreign
holdings of U.S. Treasury bonds. This index includes U.S. Treasuries with a remaining maturity
greater than one year, following the criteria common to all three indexes, and thus excludes Treasury
bills. Other exclusions include special issues such as flower bonds, targeted investor notes, and state
and local government series bonds. To avoid double counting, coupon issues that have been stripped
are included in the index only based on the underlying coupon issue rather than in stripped form.

The Lehman Brothers U.S. Agency Index is used as a valuation adjustment for foreign
holdings of agency bonds. This index is comprised of publicly issued debt of U.S. Government
agencies and quasi-federal corporations, as well as corporate or foreign debt backed by the U.S.
Government. The index includes both callable and noncallable agency securities.

As avaluation adjustment for holdings of corporate bonds, we use the Lehman Brothers U.S.
Corporate Investment Grade Index, which has since been renamed the U.S. Credit Index. This index
is made up of subordinated issues, publicly underwritten medium-term notes, 144 A securities, and
SEC-registered global issues. It specifically excludes structured notes with embedded swaps, private

placements, floating rate securities, and Eurobonds.

Stock Swaps

Stock swaps data are from SDC’s subscription database and include equity exchanges in conjunction

with foreign acquisitions of U.S. firms and U.S. acquisitions of foreign firms.
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Table 1: Foreign Holdings of U.S. Securities (billions of dollars)

December January 1995 - March 2000 March 2000
1994
Type of Net Transaction Stock Valuation Estimated (Estimated -
security Measured | purchases costs swaps adjustments (DH+(2)- Measured* measured)
(1) (2) (3) “4) (5) (3)+HH5) (6) (7)
Debt 846 1,444 16 5 2,279 1,849 430
Agency 107 303 2 0 409 261 148
Treasury 463 588 11 23 1,063 884 179
Corporate 276 553 3 -18 807 703 104
Equity 398 314 14 66 1,132 1,895 1,709 186
Total 1,244 1,758 30 66 1,137 4,174 3,558 616

* March 2000 measured amounts are based on preliminary data from the most recent benchmark survey of foreign
holdings of U.S. long-term securities.

... not applicable

Table 2: U.S. Holdings of Foreign Securities (billions of dollars)

March April 1994 - December 1997 December 1997
1994
Type of Net Transaction Stock Valuation Estimated (Estimated -
security Measured | purchases costs swaps adjustments (H)+(2)- Measured measured)
(1) (2 (3) “4) (5) (3)H4)H+(5) (6) (7)

Debt 304 159 7 48 504 547 -43
Equity 567 181 8 5 228 973* 1,208 -235%
Total 871 340 14 5 276 1,477 1,755 -278

* If a total returns index (with dividends reinvested) is used for valuation adjustments, estimated equity holdings are

$1,056 billion, or $152 billion below measured holdings.

... not applicable
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Table 3. U.S. Holdings of Foreign Securities as of end-1997, Selected Countries

(billions of dollars)
Debt Equity Total

Country Estimated | Measured | Estimated | Measured | Estimated | Measured
Financial centers
UK. 68 54 244 218 311 272
Caribbean 25 22 32 49 57 71
Hong Kong 0 4 27 28 27 32
Belgium-Luxembourg 6 6 3 11 9 17
Industrial countries
Euro area 110 116 256 376 366 492
Other Europe 24 27 99 125 123 153
Japan 36 30 94 136 130 166
Canada 91 107 73 71 164 178
Emerging markets
Asia 26 30 14 30 40 60
Latin America 83 89 76 89 159 178
Other 35 62 56 75 91 136
Total 504 547 973 1,208 1,477 1,755
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Table 4. Foreign Holdings of U.S. Securities as of March 2000, Selected Countries

(billions of dollars)
Debt Equity Total

Country Estimated | Measured | Estimated | Measured | Estimated | Measured
Financial centers

UK. 660 212 497 321 1,157 533
Caribbean 212 165 181 145 393 310
Hong Kong 66 58 15 18 81 76
Belgium-Luxembourg 48 72 75 97 123 169
Industrial countries

Euro area 298 287 433 453 731 740
Other Europe 54 58 241 196 295 254
Japan 372 286 112 144 484 430
Canada 50 36 182 174 232 210
Emerging markets

Asia 123 152 8 10 131 162
Latin America 46 37 29 14 75 51
Country unknown 282 39 321
Other 350 204 122 98 472 302
Total 2,279 1,849 1,895 1,709 4,174 3,558

* Measured amounts are based on preliminary data from the March 2000 benchmark survey of foreign holdings of U.S.
long-term securities.

... not applicable
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Table S. Explaining U.S. Holdings of Foreign Equities: The Importance of Trade

(1) ()
Dependent Variable: US Holdings
(using actual (using estimated
holdings) holdings)
USLISTED 0.20™" 0.17°
(0.03) (0.02)
RESTRICT -0.04™ -0.04™
(0.02) (0.01)
TRADE 0.04 0.117
(0.06) (0.06)
N 48 42
Adjusted R? 0.53 0.65

Notes. All variables are as of end-1997. See Ahearne, Griever, and Warnock (2000) for a full description. Dependent
variable is U.S. investors’ holdings in a country divided by that country’s market capitalization. Constants are included
but not reported. USLISTED is the share of the foreign market that is cross-listed on U.S. exchanges. RESTRICT is
a measure of foreign ownership restrictions. TRADE is trade with the United States expressed as a share of the foreign

country’s GNP. White (1980) standard errors are in parentheses. ,”, and " indicate significance at the 1%, 5%, and
10% levels, respectively.
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Figure 3. Euro-Area
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Figure 4. Japan

(a) Japanese Holdings of U.S. Securities
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Figure 5. Canada

(a) Canadian Holdings of U.S. Securities
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Figure 6. Emerging Latin America

(a) Latin American Holdings of U.S. Securities
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Figure 7. Emerging Asia

(a) Asian Holdings of U.S. Securities

U.S. Equities

billions of dollars

| e e e e ) I I T IT
1995 1996 1997 1998 1999

5 billions of dollars

150

125

100

75

50

25

U.S. Bonds

1995 1996 1997 1998 1999

(b) U.S. Holdings of Asian Securities

Asian Equities
billions of dollars

40

175

150

125

100

75

50

Asian Bonds
billions of dollars




Appendix: Detailed Tables

Tables with complete country detail
Table A.1 .... U.S. Holdings of Foreign Bonds
Table A.2 .... U.S. Holdings of Foreign Equities
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Table A.1: U.S. Holdings of Foreign Bonds -- Estimates and Survey Data ($ millions)

Estimated Transactions Dec-97 TIC
Mar-94 Net Transaction Value Estimated Holdings overestimation
Country Holdings Purchases Costs Adjustment TIC Survey of holdings
FINANCIAL CENTERS 28,200 63,059 2,916 4,258 92,601 76,353 21%
Caribbean Basin 8,300 16,934 1,248 883 24,869 22,198 12%
Hong Kong - - - - - - -
United Kingdom 19,900 46,125 1,669 3,375 67,732 54,155 25%
INDUSTRIAL COUNTRIES 217,800 38,647 1,452 21,174 276,169 295,409 1%
Canada 68,500 14,181 553 8,926 91,054 106,675 -15%
Euro-Area 86,800 16,316 475 7,161 109,803 115,779 -5%
Austria 1,400 390 7 88 1,871 1,954 -4%
Belgium-Luxembourg 2,300 2,873 61 440 5,552 6,014 -8%
Finland 4,100 2,359 10 203 6,652 5,930 12%
France 16,800 -98 184 767 17,285 14,733 17%
Germany 22,100 2,988 35 844 25,897 43,449 -40%
Greece 100 733 4 94 923 1,228 -25%
Ireland 1,800 =771 37 96 1,088 3,519 -69%
Italy 17,800 -1,682 34 2,158 18,242 17,624 4%
Netherlands 9,400 7,890 61 813 18,041 13,166 37%
Portugal 200 -95 2 16 119 1,240 -90%
Spain 10,800 1,729 40 1,643 14,132 6,922 104%
Other Europe 21,000 1,474 75 1,442 23,841 26,721 -11%
Denmark 8,100 -214 23 607 8,470 7,841 8%
Norway 2,400 2,243 14 98 4,726 4773 1%
Sweden 10,200 -543 30 662 10,289 13,102 21%
Switzerland - - - - - - -
Turkey 300 -12 7 75 357 1,005 -65%
Asia/Pacific 41,500 6,676 349 3,644 51,471 46,234 11%
Australia 9,700 4,651 141 875 15,084 15,880 -5%
Japan 31,800 2,025 208 2,770 36,387 30,354 20%
Singapore - - - - - - -
EMERGING MARKETS 43,900 58,646 1,528 22,514 123,532 131,500 -6%
Asia 5,900 21,235 127 -810 26,199 29,847 -12%
China 1,200 -93 8 50 1,150 3,178 -64%
India 200 1,212 4 0 1,408 1,962 -28%
Indonesia 200 3,030 38 107 3,300 1,857 78%
Korea 2,600 6,266 25 -1,501 7,340 10,540 -30%
Malaysia 400 4,837 17 363 5,583 4,365 28%
Philippines 600 3,512 28 72 4,156 4,479 -7%
Taiwan - - - - - - -
Thailand 700 2,471 7 99 3,263 3,466 -6%
Latin America 34,300 30,526 1,361 19,768 83,234 88,613 -6%
Argentina 8,700 9,088 304 4437 21,921 25,675 -15%
Brazil 3,600 9,844 734 4,843 17,552 20,318 -14%
Chile - - - - - - -
Colombia 300 2,321 9 1,082 3,694 3,458 7%
Mexico 16,900 7,345 179 4,705 28,770 28,786 0%
Peru 0 452 5 102 548 1,203 -54%
Venezuela 4,200 -228 47 2,866 6,790 5,852 16%
Other Latin America 600 1,704 81 1,735 3,957 3,321 19%
Other 3,700 6,885 41 3,556 14,100 13,040 8%
Czech Republic 200 -7 1 87 279 45 521%
Hungary 400 -158 0 104 346 1,363 -75%
Israel 1,900 3,906 14 766 6,557 5,262 25%
Poland 0 1,641 17 208 1,832 2,877 -36%
Russia - - - - - - -
South Africa 700 1,356 0 1,672 3,727 2,604 43%
African Countries 500 147 8 719 1,358 889 53%
OTHER: 13,800 -1,771 786 511 11,754 43,966 -73%
TOTAL: 303,700 158,581 6,683 48,457 504,056 547,228 -8%
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Table A.2: U.S. Holdings of Foreign Equities -- Estimates and Survey Data ($ millions)

Estimated Transactions Dec-97 TIC
Mar-94 Net Transaction Value Estimated Holdings overestimation
Country Holdings Acquisitions Costs Adjustment TIC Survey of holdings
FINANCIAL CENTERS 142,400 59,010 4,044 105,023 302,389 294,889 3%
Caribbean Basin 25,200 -2,019 775 9,755 32,161 49,244 -35%
Hong Kong 17,500 9,618 542 78 26,654 28,120 -5%
United Kingdom 99,700 51,411 2,727 95,189 243,574 217,525 12%
INDUSTRIAL COUNTRIES 332,100 91,077 2,597 132,561 553,141 749,782 -26%
Canada 39,700 7,978 457 26,043 73,264 70,798 3%
Euro-Area 130,200 22,784 730 104,013 256,267 376,180 -32%
Austria 1,200 320 6 -76 1,438 3,707 -61%
Belgium-Luxembourg 5,000 3,328 36 1,633 3,269 11,354 1%
Finland 3,000 2,152 16 3,863 8,999 14,785 -39%
France 25,600 13,306 126 13,484 52,264 85,019 -39%
Germany 25,600 3,679 153 18,434 47,560 64,965 -27%
Greece 500 113 7 332 938 1,513 -38%
Ireland 2,600 3,035 157 3,803 9,281 14,090 -34%
Italy 13,800 2,851 53 5,099 21,697 41,547 -48%
Netherlands 38,100 -1,092 106 41,304 78,206 106,984 -27%
Portugal 1,100 1,586 10 1,517 4,193 6,993 -40%
Spain 13,700 162 58 14,618 28,422 25,223 13%
Other Europe 39,100 9,099 236 50,635 98,599 125,095 21%
Denmark 1,800 2,093 16 3,087 6,964 8,917 -22%
Norway 3,900 1,360 21 2,673 7913 9,493 -17%
Sweden 11,800 3,585 65 18,984 34,305 38,783 -12%
Switzerland 21,000 1,494 125 23,812 46,181 61,897 -25%
Turkey 600 567 9 2,079 3,237 6,005 -46%
Asia/Pacific 123,100 51,216 1,175 -48,130 125,012 177,709 -30%
Australia 16,900 5,375 179 2,202 24,298 31,120 -22%
Japan 99,400 43,640 832 -48,621 93,587 136,404 -31%
Singapore 6,800 2,201 164 -1,710 7,126 10,185 -30%
EMERGING MARKETS 86,300 34,799 769 -12,958 107,372 152,332 -30%
Asia 23,900 13,592 318 -22,768 14,406 30,006 -52%
China 900 1,176 7 -747 1,322 2,256 -41%
India 1,100 1,866 2 -480 2,484 6,176 -60%
Indonesia 1,900 2,095 47 2,708 1,239 2,488 -50%
Korea 4,400 6,720 78 -8,331 2,711 4,428 -39%
Malaysia 9,100 58 88 -5,322 3,747 4,713 -20%
Philippines 1,900 1271 34 -1,871 1,266 2,848 -56%
Taiwan 500 144 24 358 978 4,939 -80%
Thailand 4,100 262 37 -3,667 658 2,158 -70%
Latin America 54,800 13,920 398 7,793 76,115 88,770 -14%
Argentina 7,600 2,257 61 2,632 12,427 12,892 -4%
Brazil 8,400 6,572 147 6,212 21,036 31,338 -33%
Chile 2,500 1,306 19 119 3,905 4,555 -14%
Colombia 300 815 5 53 1,163 704 65%
Mexico 34,700 1,141 140 -1,921 33,780 34,965 -3%
Peru 400 1,566 14 401 2,353 2,341 1%
Venezuela 900 263 10 297 1,450 1,975 27%
Other Latin America - - - - - - -
Other 7,600 7,287 54 2,018 16,851 33,556 -50%
Czech Republic 300 135 2 -85 348 763 -54%
Hungary 100 360 3 236 693 3,483 -80%
Israel 2,600 2,886 18 655 6,123 7,036 -13%
Poland 100 448 5 -105 438 1,618 -73%
Russia 0 870 13 637 1,494 8,457 -82%
South Africa 4,400 2,291 11 586 7,265 9,937 27%
African Countries 100 297 3 94 489 2,262 -78%
OTHER: 5,800 747 92 3,594 10,049 10,997 9%
TOTAL: 566,600 185,633 7,503 228,220 972,950 1,208,000 -19%
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