


-16-

Table 8.) In November, a loan by the French National Railways raised one- .

third more than was expected; although this loan brought in 20 per cent

more, with an unchanged yield, than did the Railways' loan of last December,
it was subscribed in a week instead of the two weeks required for the previous
loan. 1In the market for outstanding bonds, yields on public sector issues
continued to fluctuate in the same narrow range that has prevailed since
February 1964, and were 5.69 per cent in mid-December. Corporate yields
averaged 6.22 per cent from mid-September to mid-December; this was about

10 basis points less than during March-July, and slightly more than in

August and early September when yields were seasonally low.

Imports pick up; export performance has been sluggish

French imports, seasonally adjusted, in September-October were

sharply higher than during the immediately preceding months, aVeraging

o/ @

6.8 per cent above July and 5.8 per cent higher than in the second quarter.—

Earlier, imports had tended to move down considerably since January because
of the élowing down of internal demand. (See Table 9.)

On the export side, September-October exports were above recent
levels but still only 2.4 per cent higher than in tﬁe first quarter. This
is a slaggish performance by the standards of the past several years. 1In
1964, France's exports felt strongly the steep fall in purchases by Italy,
France's second or third largest customer in 1963-64. (West Germany and
Belgium-Luxembourg currently head the list.) But after the first quarter,

exports to almost every country failed to rise as fast as in 1963. On a

6/ The very low levels of both imports and exports in August appear at
leas: partly a result of an inadequate seasonal adjustment, perhaps :
relazed to the fourth week of paid vacation granted to most workers ‘

gince 1963,
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New Fublic Security Issues, 1963-64

(gross new money raised,; in billions of francs)

Jan , - Sept, - Jan, - Sept, -
Year Aug Oct . Aug ., Oct
: :Bégds 9.97 5.75 3.00 6,19 1,37
ireﬂsury 3.00 1,00 2.00 1,50 --
Other public sector 5,11 3,95 0,27 4,23 0,61
Private sector 1,86 0,80 0.73 0,31 0.76
European Corl and
Steel Community -- -- -- 0.15 --
2tocks and partnership
participations 4. 17 2,63 0. .62 2.91 0. 67
Total 14 14 8.38 3,62 9.10 2,04
Total excluding Treasury 11,14 7.38 1,62 7.60 2,04
‘urce; Conseil National du Crédit,
Table ®  France: Seasonally-Adjusted Foreign Trade, 1963-64
(In millions of dollars; monthly average or month)
Imports ¢ i . f, Exporte Balance
Quarters
1963 - 1 664 620 -44
I1 711 688 -23
111 730 688 -43
v 807 698 -109
1964 - I 845 749 -97
II 822 750 -71
111 824 732 -93
Monthg-1964  January 859 739 -119
February 851 758 -93
July 814 743 -71
August 786 691 -95
September 873 762 -110
October 866 772 -94

.xrce: QECD,
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commodity basis, the fall in automobile exports has been particularly severe,.
but all groups registered smaller increases or larger declines during the

second and third quarters of 1964 than during 1963,

Official reserve gains are heavy in November

Accruals of official reserves, adjusted for changes in France's
IMF position, came to $21 million in September and $43 million in October.
In November, the unadjusted gain rose to $97 million. (There appears to
have been no change in the IMF position in November.) The better part of
this acceleration in November is said to have been the result of a reduction,
largely seasonal, in the unadjusted trade deficit in October, but to some
extent it also reflected an intensification of speculative pressures against
the pound sterling. According to the French financial press, devaluation
fears in November motivated French exporters to speed up the conversion of
sterling export proceeds into francs.

Additions to reserves arising out of market transactions continued
large in the first 17 days of December. The actual reserve increase in this
period was $17 million, but it would have been $54 million in the absence
of trancactions with the IMF relative to the British Fund drawing at the
beginning of the wonth.

The United Kingdom drew $100 million equivalent of francs from
the Fund unaer the General Agreement to Borrow, and their conversion into
other currencies caused French reserves to decline by that amount. French
reserves were increased by the purchase from the Fund, in exchange for francs,
of $63 million of gold. These francs were made available to the U.K. by the
IMF as part of Britain's total drawing of $163 million of francs. However,

through December 17, the U.K. had left this $63 million equivalent of .

francs on deposit with the Bank of France,
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Balance of payments changes compare favorably with last year

The change in the franc area over-all balance of payments surplus
in the third quarter was more favorable than in the same quarter of 1963.
Largely because of a sharp seasonal rise in foreign travel expenditures by
rench residents, the surplus fell from $269 million in the second quarter
to $135 willion (preliminary) in the third. (See Table 10.) But this
decline of $134 million was substantially less than the $191 million de-
crease in the same period last year.

Three accounts were mainly responsible for the smaller decline
in the over-all surplus in the third quarter this year. The inflow of $148
miliion of private long-term capital was considerably more than in July-
September last year. Most of this inflow represented foreign capital; but
French residents, who repatriated foreign assets in large volume after the
1958 stabilization of the franc, have cont;nueé to do so on a modest scale.
In addition, there were favorable changes, relative to last year, on long-
term public capital movements and in the contribution of the overseas
franc area to the total surplus of the franc area.

The $94 million rise in official reserves after adjustment
for a decline in France's IMF position was appreciably less than the over-all
surplus. French commercial banks, which had increased their net foreign
indebtedness in the second quarter in response to tightness in the Paris
money market, reduced this Indebtedness by $74 million in the third quarter

when the mnoney market was easier.

Prepared by:
Rodney H Mills, Jr.
Europe and British Commonwealth Section
Division of International Finance
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Table 10, France: Franc Area Balance of Payments, 1963-64 .
(In millions of dollars)
1963 19641
I I 1 I L o
I, Current Account 102 137 119 =93 39 9
Merchandise f,0.b, 31 12 98 -125 -55 --
Private services 49 53 -19 -1 62 -16
Government services 10 24 14 14 6 10
Donations 13 48 26 19 26 25
11, Priyate Long-term Capital:
Residents 7 a% 11 -- 18 12
Non-residents 107 115 98 110 124 136
2
111, Private Shcrt-term Capital—/ -1 -15 -35 -27 -23 -30
IV, Public Long-term Capital3/ -32 -27 -57 -32 -11 A
V., Overseas Franc Areaﬁ/ 50 23 9 66 50 53
V1, Errors, Ommissions, Items
Pending Settlement -16 112 65 60 71 -58
VIL, Over-all Belance .
(_I throuvgh VI) 217 400 209 103 269 135
vi1I, Monetary Movements
(- = increase in net
foreign essets) -217 -400 -209 -103 -269 -135
Official reserves -388 359 - -20 -260 -12
Official debt
prepayments -- -69 -221 -- -~ b
IMF position -- 3 -10 -51 -45 32
Other official2/ 27 -66 -8 -21 -32 633
Commercial banks 144 -9 31 -11 68 8l74

1/ Second quarter figures have been revised; third quarter data are preliminary,

2/ Excludes banks,

3/ Excludes debt prepayments. ;
4/ The balance on all transactions between the overseas franc area and third countries;j
transactions between the overseas franc area and Metropolitan Franc do not enter into '
the total franc area's balance of payments, ’

5/ Foreign exchange not included in official reserves; liabilities to foreigners in
Ffrancs; and balances on bilateral payments agreements,

6/ Estimate,

Source. 1963 data from Ministry of Finance; 1964 figures from U.S, Embassy, Paris'k





