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&ﬁléj7§k;§éthezlands;-ﬂélance,Qf,Payments 1961-First Quarter 19631/

(million Dutch guilders)

1961 1962a/ 1962 19634/
I I
18e -1,284 -1,189 =525 -85
it income 615 39 120 213
2LV 1,532 1,416 348 189
Total 863 621 =57 +317
2. Private Capital
- ~ Transactions in domestic securities 658 747 140 199
~ Transactlons in foreign securities -765 ~374 ~82 7
... Direct investment ~256 ~126 58 -160
7. Long=terin’credits ~126 -542 -100 ~141
Other = 61 -57 62 142
Total -328 ~352 78 47
. ‘Commercial Banks Capital
- Long-term ~210 -143 ~-10 -6
Short~term ~273 - 16 -107 -303
Total -483 -159 -117 ~309
4. Official Payments
Debt repayments ~277 =197 - 8 ~ 2
Other -104 « 90 - 32 - 30
Total -38L 281  -40 - 32
Surplus or Deficit {-) =329 =177 -136 3
Financed by:
Change ir. IMF position (increase-) «442 145 163 -
Former EFU credits, etc. (receipts) -~ 39 18 6 4
Increase or decrease (+)
. gold stock 474 - 4 - 3 - 2
foreign exchange,central bank 673 - 90 - 62 - 50
foreign exchange;commercial banks 611 108 32 25
Total 329 177 136 - 23
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1/ Data are shown on a cash rather than a transactions basis.
the current account balance and the commercial banks' capit

Source: Netherlands Ministry of Finance.

This affects primarily
al flows., a/ Preliminary.



on), The inflow of private capital was down. On the other hand, transac-
r”fftibﬁéﬁiﬁffﬂreﬁgn securities resulted in a very small capital inflow; foreigners
Bﬁnghﬁ.ﬁnra Dutch securities than they had in the previous year and the inflow
”'mafrahott-term capital increased.
The government account, with an outflow of fl1 32 million, was about
funaﬁanged from the preceding year. Most of this outflow represented aid pay-

‘ments,

‘Official reserves increase substantially

The favorable balance of payments produced an increase in the reserve
position of the Central Bank. During the first half of 1963, foreign exchange
held by the Nederlandsche Bank increased by $95 million, with $88 million of
this rise cccurring in the second quarter. (See Table 8.) 1In July, foreign
exchange holdings deéfineﬁ”$&5imillion: the Netherlands prepaid $70 million
of "its. long-term debt to the United States Government. The Government is
financing this payment by depositing Treasury paper with thé§Centr§§ Bank.

.; This in turn will give the Bank more scope for open market coperations.

Table 8. Netherlands: Changes in Official Reserve Position

1961 - June 1963
(millions of U.S. dollars)

Dec. '60- Dec. '6l- Dec. *62- Dec. '62- Mar. '63-
Dec. '6l Dec. '62 June '63 Mar. '63 June '63

Netherlands Bank
Gold - - -

Foreign exchange =157 28 95 1 88
Total -157 28 95 7 88

Source: International Financial Statistics.
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The improvement in the external position and a tightening of the domes-
tic money market (which motivated commercial banks to bring in funds from abroad)
helped to meke the Dutch guilder very strong on foreign exchange markets. In the
March-May period, the guilder came very close to being traded at the guilder
ceiling (dollar floor) of 27.84 U.5. cents at which the Central Bank is committed
to intervene to buy dollars. (See Table 9.) In June and July, however, the guilder
rate slipped slightly, especially after mid-July, but it was still being traded
EE;I above the par value of 27.624 cents. Part of the reason for the lesser
demand for guilders is the relative easing of bank liquidity which

prompted banks to export money.

Money market less tight until mid-July

After the temporary factors which had led to a sharp tightening of the

money market in April and May had worked themselves out, a period of relative ease
prevailed until about mid-July. The market tightened temporarily and

eased again towards the end of the month. This development was reflected in the
official call money rate, which was reduced from 2.50 per cent in the week ending
May 3 to 1.00 per cent in the week ending June 7. (See Table 10.) By July 12

the rate momentaerily returned to 2.50 per cent but was down again to 1.25 per cent
on August 2.

Some of the factors making for these sudden changes in money-market
conditions were accidental. Certainly no great changes had been expected by the
authorities, who. maihtained the required cash reserve ratio at 3 per cent through-
out the period. Changes in money circulation and the cash position of the Treasury
were the main factors influencing the market. A fl1 300 million bond issue by the

Government (fior which payment had to be made on June 13) did not disturb the
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7x§ble,9, Netherlands: Exchange Rate in U.S. cents per guilder 1/
‘ October 1962-May 1963.

Par Value 27%624
Lower Limit 27,42
Upper Limit 27.84

Month Monthly Average Week Ending End of Week
1962 November 27.748 June 7 27.785
December 27.779 14 27.795
21 27.783
1963 January 27.772 28 27.763
: February 27.773
March 27.808 July 5 27.760
April - 27.828 12 27.770
May 27.815 19 27.759
June 27.780 26 27.743
July 27.755
- August 2 27.731

1/ Noon buying rates
Sourcz: Federal Reserve Board

Table 10. Netherlands: Selected Interest Rates Oct. 1962-April 1963
(per cent per year)

Official Three months ‘Government

Monthly average Call money rate Ireasury bill: rate Bond Yield
1962 Oct. 1.50 1.96 4.39
Nov. 1.47 1.85 4.37
Dec. 1.24 1.98 4.37
] 063 Jan. 1.66 1.93 4,37
Feb' 1'00 1.68 4"33
Mar. 1.29 1.88 4.31
April 1.62 1.91 4.27
May 1.55 1.96 4.29

Week ending

June 7 1.00 1.80 4.44
14 1.00 1.75 4.47
21 1.00 1.98 4.49
28 1.50 2.00 4.56
5 1.00 | 1.81 4.59:
12 2.50 2.25 4.32
19 2,50 2.25 4.32
26 2.00 2.06 : 4.32
- August 2 1.25 1.75 n.a.

Source; OECD;‘Netherlands Central Bank
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relative ease of the market because banknotes in circulation also declined at the
same time, Ii mid-June, the Central Bank foresaw some difficulties in availabii-
ities for the month-end requirements and made it possible for the banks to deposit
Treasury paper which had to be bought back again on either July 8 or July 25.

The banks made use of this offer to the amount of fl 174 million. In the week

of July 1, however, the Treasury unexpectedly paid out f1 275 million in debt
redemption and other payments, which resulted in an excess of liquidity. Con-
sequently, the banks again started to place funds abroad; except for the temporary
tightening in wlid-July, the market has remained relatively easy since.

The bond market has been dominated by the borrowing activities of the
Government and the Bank for Local Communities. After floating a f1 300 million
bond issue in February, the Government took up a further f1 300 million from the
social security funds. This was thought to have satisfied the Government's long-
term requirements for 1963. But in May another f1 3C0 million bond issue was
floated. FEecause of the heavy demand of the authorities for long-term funds, the
capital market will probably remain closed to foreign issues for the time being.

After declining slightly from the peaks reached in May when foreign
demand for Dutch stocks was heavy, the stock market was comparatively stable during.
June and the first half of July. After the announcement of President Kenniedy's
balance of payments measures, the internationally traded Dutch issues declined in

the Amsterdam market but they made up much of the lost ground subsequently.





