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Declining oil prices in March continued to reduce inflationary
expectations and contributed to actual price declines in several
countries. Against this background, and after concerted cuts in a
number of official interest rates, financial market conditions eased
significantly in most major countries. The value of the U.S. dollar
was little changed during the first three weeks of the month, but
began to firm markedly in the final week amid reports that national
authorities believed the dollar's fall was more or less complete.

I. Foreign Exchange Markets

After posting six consecutive monthly declines, the U.S. dollar
firmed on balance during March, appreciating by 1.60 percent in
effective (MERM) terms. The three currencies to gain against the
U.S. dollar were those of Canada, Japan, and the United Kingdom.

The other leading currencies, particularly those in the exchange
arrangements of the European Monetary System, eased markedly (see
Table 1).

During the first three weeks of March, the U.S. dollar showed
little net change against these latter currencies, although there
were frequent up—and-down daily changes. Such fluctuations occurred
amid expectations of, and later cuts in, the official interest rates
of several countries (see Part I1I). Day-to~day movements in the
U.S. dollar also appeared to reflect the release of U.S. economic data
mostly pointing to sluggish growth, as well as concerns that some
central banks might intervene to support the dollar if it fell too
rapidly. The U.S. dollar then firmed very sharply after the third
week of the month. The announcement of the resignation of the Vice-
Chairman of the U.S. Federal Reserve was apparently interpreted by
market participants as tending to move U.S. monetary policy toward
greater restraint. "Safe-haven” demand for the U.S. currency in
response to the U.S.-Libya conflict also appeared to push the dollar
higher, as did reports that the Bank of Japan and the U.S. Federal
Reserve had agreed that the dollar's fall was more or less complete.



Table 1. Changes in Exchange Rates during March 1986 1/

(In percent)

Monthly exchange rate changes

Effective Changes in effective
Against U.S. Against exchange exchange rate since
dollar 2/ SDR 3/  rate 4/ March 1985
Belgium -4.68 ~2.76 -1.32 +4 .82
Denmark -4.67 -3.99 -3.58 +7.03
France -4.71 -2.76 -1.96 +9.21
Germany -4 .85 -2.79 -2.00 +9.34
Ireland -4.52 -2.71 -2.44 +9.05
Italy -4.73 -2.97 -2.10 +1.53
Netherlands -4.,72 -2.52 -1.40 +9.54
Austria -4.74 -2.70 -2.22 +10.84
Canada +1.77 +3.23 +2.56 -10.29
Japan +1.69 +1.60 +1.64 +25,68
Norway -3.67 -2.98 -2.80 +1.97
Sweden -2.30 -0.70 -0.04 +1.58
Switzerland -3.45 -2.00 -1.34 +11.94
United Kingdom +1.,90 +2.70 +3.57 -1.92
United States - +1.54 +1.60 -18.35

1/ Positive signs indicates appreciation of the currency.

2/ Based on New York noon quotations.

3] SDR rates are derived from representative exchange rates advised
to the Fund by members and the daily valuation of the SDR against the

U.S. dollar.

4/ Based on the Fund's Multilateral Exchange Rate Model (MERM).
Effective rates are based on representative exchange rates in the

domestic markets, as officially advised to the Fund.



Table 2. Changes in Selected Exchange Rates 1/

(In percent)

Between end-
June 1980 and

lows against Through end-March 1986
the U.S. dollar From February From September 20,
(March 1985) 2/ 1985 2/ 1985 3/
Deutsche mark -48.90 +47,26 +21.44
Pound sterling =55.33 +40.07 +7.79
French franc -61.22 +46.55 , +20.49
Japanese yen -16.44 +48.21 +35.24
U.S. dollar
effective
exchange
rate (MERM) +73.82 -23.84 -15.19

1/ Based on New York noon quotations for the value of currencies in
U.S. dollar terms, and on the Fund's multilateral exchange rate model
(MERM) for the U.S. dollar effective exchange rate. Positive sign
indicates appreciation of the currency.

2/ Dates are February 12 for the Japanese yen; February 25 for the
Deutsche mark, the French franc and the U.S. dollar effective exchange
rate (MERM); and February 26 for the pound sterling.

3/ Last business day prior to the G-5 statement on September 22,
1985 on concerted action to reduce the value of the U.S. dollar.




Although the U.S. dollar also firmed against the Japanese yen
and the pound sterling after the third week of March, during the month
as a whole it eased against these two currencies as well as the Canadian
dollar. The pound sterling firmed by 1.90 percent against the U.S.
dollar despite falling o0il prices and OPEC's failure to reach agreement
on production limits for individual countries. The attraction of rela-
tively high U.K. interest rates, together with continued stremgth in
the U.K. equity market, appeared to have raised the demand for the
pound sterling, which in effective (MERM) terms appreciated by 3.57
percent. The Japanese yen firmed by 1.69 percent against the U.S.
dollar, hitting a record high value of ¥ 175,705 per U.S. dollar on
March 17. 1/ Market perceptions that lower oil prices benefit Japan
much more than the United States, and the sizable Japanese trade surplus
. with the United States appeared to generate positive market sentiment
for the yen. Finally, the Canadian dollar, which had been virtually
unchanged in February, firmed by 1.77 percent against the U.S. dollar
as the interest differential between these two countries remained very
strongly in favor of the Canadian dollar.

The other leading currencies eased by 2.30-4.85 percent against
the U.S. dollar, with the currencies participating in the exchange
arrangements of the European Monetary System (EMS) easing by 4.52-4.85
percent (see Table 1 and Charts 2 and 4). The divergence indicators
for the currencies in the EMS all remained within their thresholds
throughout March (see Chart 3), although the indicator for Belgium
approached its lower threshold, as it had in February. - On frequent
occasions the spread in the EMS parity grid in New York continued to
exceed the permitted maximum 2.25 percent margin maintained by the
European central banks in the European markets, thus indicating some
pressures on the EMS., The Deutsche mark was the strongest currency,
while the Belgian franc remained the weakest currency in the EMS for
most of the month. At times the Irish pound replaced the Belgian franc
as the weakest currency, and it also generally stayed very close to
the bottom of the parity grid. There were market reports of some
intervention in March by the Bundesbank, the Bank of France, and the
National Bank of Belgium in support of the Irish pound and the French
and Belgian francs. It was also reported that the Belgian monetary
authorities spent about BF 19 billion in February and BF 41 billion in
January to support the Belgian franc in foreign exchange markets.

Changes in the volatility of exchange rates for major currencies
against the U.S. dollar, as indicated by the measures given in Table 3,
were mixed. For the EMS currencies, the high-low spreads fell to
6.2-6.6 percent in March from 8.3-8.7 percent in February; however,
the average of absolute daily percentage changes (MAC in Table 3) rose
for each currency and averaged 0.86 percent in March compared with a
markedly lower average of 0.62 percent in February. The high—low spreads

1/ The previous high for the yen at noon in New York was ¥ 177.00
per U.S. dollar in October 1978.



Table 3. Intra-Month Variations of Exchange Rates
of Major Currencies 1/

High-low

spread in
March 2/ . percent 3/ MAC 4/

High Low Feb. Mar. Feb. Mar.
Belgium 45,090 48,035 8.6 6.5 0.63 0.87
Denmark 8.1300 - 8.6500 8.7 6.4 0.63 0.87
France 6.7710 7.2025 8.3 6.4 0,62 0.83
Germany 2.2005 2.3440 8.7 6.5 0.64 0,87
Ireland 1.37275 1.29250 8.6 6.2 0.62 0.83
Italy 1497.50 1596.50 8.4 6.6 0.6l 0.87
Netherlands 2.4853 2.6425 8.6 6.3 0.62 0.90
Austria 15.465 16.455 8.9 6.4 0.68 0.85
Canada 0.72033 0.70212 3.6 2,6 0.42 0.24
Japan 174,950 181,375 7.1 3.7 0.66 0,66
Norway 6.9600 7.3100 7.8 5.0 0,55 0.68
Sweden 7.1400 7.3800 6.1 3.4 0.46 0.49
Switzerland 1.8713 1.9600 8.9 4,7 0.77 0.85
United Kingdom 1.51200 1.44175 8.3 4,9 0.77 0.73

l/ Exchange rates against the U.S. dollar at noon in the
New York market.

2/ Domestic currency units per U.S. dollar except for the
pound sterling, the Irish pound, and the Canadian dollar, which
are in U.S. dollars per domestic currency unit.

3/ Intra-month variation in percent.

4/ Monthly average of absolute daily changes in spot exchange
rates in percentage terms.



also fell for the other major currencies reported in Table 3, to
2.6-6.4 percent in March from 3.6-8.9 percent in February, while the
changes in MAC over these two months were mixed; on average, however,
MAC was little changed at 0.64 percent in March and 0.62 percent in
February. h

Changes in gross foreign exchange reserves were mixed in March
(see Table 4). Switzerland recorded the largest increase, while
Germany and Canada registered the most marked declines. Over the
latest 12-month period, most major industrial countries experienced
increases in their gross foreign exchange reserves, with Germany and
the United States recording gaiﬁs of over $7 billion. Italy and Canada,
however, registered sizable foreign exchange losses.

Table 4. Gross Foreign Exchange Reserves in March 1986 1/

(In millions of U.S. dollars)

End-month Change Change
‘reserve in over 12
level March months

Belgium : . 3,981 -141 +265
Denmark ' 4,197 =458 +613
France (January) 23,836 -483 +4,334
Germany 39,867 -1,133 +7,766
Ireland 2,781 ’ +63 . +58
Italy ' 13,370 +111 -3,367
Netherlands 9,284 =211 . +1,913
Austria 4,090 -189 +1,024
Canada ' 1,574 -1,177 -791
Japan 23,540 +347 +1,061
Norway 12,626 -259 +3,048
Sweden 3,204 -229 -14
Switzerland 16,259 +1,251 +3,667
United Kingdom 10,733 =220 +3,713
United States 14,283 =965 +7,982

1/ Includes ECU holdings but excludes gold, SDRs and

reserve position in the Fund. Foreign exchange reserves
are gross and include balances drawn on short—term swap

agreements and proceeds from other official borrowings.



II. Other Highlights in Foreign Exchange Markets

In early March the Chicago Mercantile Exchange started trading
option contracts on Japanese yen futures. l/ The options give the
right to buy (call option) or sell (put option) a ¥ 12,500,000 futures
contract. The expiration dates are in March, June, September, and
December, but the options expire 12 days before the expiration of the
underlying futures contract (on the third Wednesday of the contract
month). Options on futures contracts traded on the Chicago Mercantile
Exchange are "American options,” meaning that they can be exercised at
any time on or before the maturity date. So-called "European options”
can only be exercised on the maturity date, and the Chicago Board
Options Exchange has been trading European option contracts on
¥ 12,500,000 since late last year. The expiration dates are also in
March, June, September, and December as well as in the two near—term
months, and the actual dates fall on the Saturday preceding the third
Wednesday of the expiration month. Japanese yen option contracts are
traded on the Philadelphia Stock Exchange as well, and Appendix B
reports some of the premiums associated with different striking prices
at the end of March and at the end of the previous two months on the
¥ 6,250,000 option contracts traded in Philadelphia, as well as the
DM 62,500 option contracts traded there.

ITI. Monetary Developments, Forward Exchange Quotations
and Covered Interest Differentials

During the month of March, the continuing decline of o0il prices
led to sharp downward adjustments in wholesale and consumer price
indices in many countries and strengthened the sentiment in major
financial centers that inflation rates would remain subdued over the
medium term., Declining actual and expected inflation was a factor
leading to falling interest rates. Against this background, Germany,
Japan, and the United States lowered official discount rates near the
beginning of the month, followed some days later by the United Kingdom
and some other countries. Initially, these cuts were widely seen as
part of a carefully planned and coordinated international strategy to
lower interest rates; however, a somewhat different view emerged later
in the month with the reporting of anecdotal evidence indicating
divergent views on the subject of interest rates among authorities in
several major countries. Inflation rates tended to decline throughout
the month with year—on—year price increases around three percent or
less in many industrial countries (Table 6 and Chart 7).

Interest rates in the United States declined steadily throughout
the month of March, reflecting in part continuing low inflationary
expectations, sluggish economic activity and a higher—-than—expected

1/ Foreign currency options were described in detail in DM/85/47
(8/14/85).
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Table 6. Inflation Rates and Short-Term Interest Rates

Inflation rates 1/

(year-on-year Short~term
percent changes}gﬁ _ interest rates &/
Wholesale Consumer (end—of-month)

Month 2/ price index price index 3/ February March

Austria Jan./Feb. -1.57 (0.5) 2.5 (2.9) 4,00 4,00
Belgium Jan./Mar. =3.9 (~2.4) 1.5 (2.5) 9.65 9.25
Canada Jan./Feb. 5.1 (4.3) 4.1 (4.4) 11.60 10.05
Denmark February -1.8 (-1.5) 2.1 (2.8) 7.00 7.00
France Dec./Feb. -1.8 (~1.4) 3.4 (4.2) 8.75 8.37
Germany Feb./Mar. -5.2 (=~1.9) 0.1 (0.7) 4,51 4,75
Italy Jan./Mar. 4.8 (5.9) 7.2 (7.6) _ 16.56 14.81
Japan February -6.3 (~4.6) 1.8 (1.4) 6.00 5.36
Netherlands «eo /Mar. see (oes) 0.7 (1.2) 5.81 5.44
Norway Feb./Mar. 2.2 (3.2) 5.5 (6.1) 13.30 13.14
Sweden January 2.9 (3.4) 6.1 (5.7) 9,50 8.50
Switzerland Feb./Mar. =2.6 (~1.4) 0;9 (1.3) 3.88 4,00
United Kingdom February 5.0 (5.2) 5.1 (5.5) 12,17 10,98
United States  February -0.1 (1.4) 3.2 (3.9) 7,24 6.53

l/ Rates appearing in parentheses are those for the preceding month.

2/ 1In case of double entry (month/month), the first entry applies to the
wholesale price index and the second entry applies to the consumer price
index.

3/ Retail price index for Belgium, France and the United Kingdom, and
cost of living index for Germany, the Netherlands, and Switzerland.

4/ Three~month rates are: Market yields on Treasury bills for the
United States and the United Kingdom; Treasury bill rate for Canada; inter-
bank rates for Germany, France, Italy, the Netherlands, and Norway; three—~
month euro—~franc rate for Switzerland; discount rate on two~month private
bills for Japan; four-month certificates of the Government Securities
Stabilization Fund for Belgium; central bank discount rates for Austria,

Denmark, and Sweden.




unemployment rate. In addition, on March 7 the Federal Reserve
followed similar moves in Germany and Japan and lowered its discount
rate by 0.5 percent to 7 percent-~its lowest level since 1978. This
policy action was followed quickly by declines in short—term money
market rates. The effective Federal funds rate fell markedly and then
declined more moderately; in terms of monthly averages it eased to
7.48 percent from 7.86 percent in February. The yield on three-month
Treasury bills fell steadily throughout the month; at the end of March
it was 6.53 percent, 0.71 percentage point lower than at end-February.
The 90-day CD rate eased by 0.47 percentage point to 7.12 percent
during the course of the month. During March yields on longer—term
assets again fell by more than short—term rates, as the yield on 30-year
maturities fell by 0.83 percent to 7.44 percent and the slope of the
yield curve declined further. The differential between the yield on
three-month Treasury bills and that on 30-year Treasury securities,
which had been 1.03 percentage points at end-February, narrowed to
0.91 percentage point by end-March. The decline in interest rates
during March was assoclated with a fairly large increase in the narrow
monetary aggregate. The Ml measure of the U.S. money supply, seasonally
adjusted, averaged $640.1 billion in the week ended March 31, compared
with $634 billion in the week ended February 24, for an increase of
nearly 14 percent at an annual rate. The rise left Ml slightly above
the upper limit of the Federal Reserve's target range of 3-8 percent
annual growth during 1986.

With the notable exception of Germany, most countries participa-
ting in the EMS experienced easier money market conditions in March,
in part reflecting cuts in official interest rates. In Germany, the
three—month interbank money rate moved within a narrow range for most
of the month, but closed the month on a firming trend at 4.75 percent,
up 0.23 percentage point from end~February. The Bundesbank lowered
its discount rate from 4 percent to 3.5 percent with effect from
March 7. This cut was seen as bringing the discount rate closer into
line with prevailing rates in the domestic financial markets and also
of providing some stimulation to an economy in which a persistently
high rate of unemployment coexisted with a very low and still falling
rate of inflation. However, many market analysts felt that the Bank's
failure to cut the Lombard rate was an indication that the cut in the
_discount rate was promoted less by domestic reasons than by agreement
to begin a coordinated international strategy, which would ultimately
permit the United States to lower its discount rate and revive growth
in the U.S. economy. The Bundesbank also announced that it would
reduce rediscount quotas for domestic banks by DM 5 billion to DM 58.3
billion, effective May 1, in order to offset the major part of the
release of liquidity, which would result from the cut in the required
minimum reserves announced last December, which was also due to become
effective on May 1. Germany's central bank money stock grew at an
annual rate of 6.64 percent in March, slower than the 7.48 percent
rate recorded in February, but still above the target range of 3.5-5.5
percent growth for 1986.
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In France, the three-month interbank money rate declined steadily
during March and closed the month at 8.37 percent, down from 8.75
percent at end-February. The Bank of France followed the Bundesbank's
discount rate reduction and, for the second consecutive month, lowered
its money market intervention rate by 0.25 percentage point, bringing
the rate to 8.5 percent effective March 7. 1In a statement, the Bank
of France said that the reduction would contribute to a harmonious
evolution of interest rates, notably within the EMS. The election of
a new government in France in mid-March had no significant impact on
domestic short—term interest rates.

In the Netherlands, the three—-month interbank money rate eased by
0.37 percentage point during March, ending the month at 5.44 percent,
less than 1.0 percent above the corresponding level in Germany. The
Netherlands Bank also followed the Bundesbank's lead in cutting official
rates on March 7: the official discount rate was cut by 0.5 percentage
point to 4.5 percent, and the advances rate (applicable to secured
loans extended to commercial banks) and the promissory note rate (to
which bank lending rates are aligned) were both reduced by the same
amount to 5.0 percent and 5.5 percent respectively. In Italy, the
rate on three-month interbank money remained well above 16.0 percent
for most of the month, but then declined rapidly in the last week
following the 1.0 percentage point cut in the official discount rate
announced on March 21; it closed the month at 14.81 percent, down 1.75
percentage points from end-February. Announcing the official discount
rate cut, the Italian Treasury remarked that Italy had been able to
join in the round of interest cuts seen in other major industrial
countries during March as a result of favorable prospects for Italian
inflation and the balance of payments that coincided with an improved
situation on foreign exchange markets. Following the cut in the dis-
count rate, several commercial banks lowered prime rates to 15.25
percent from 16 percent.

Despite concerns about the possible impact of falling oil prices
on the value of the pound, interest rates fell steadily in the
United Kingdom during March. The three-month interbank rate fell by
1.03 percentage point to 11.38 percent and the three-month Treasury
bill rate by 1.19 percentage point to 10.98 percent. On March 19,
following favorable market reaction to the annual budget statement,
the Bank of England lowered its short—term money market dealing rates
by 1 percentage point; this move was followed by the leading commercial
banks, which cut their base rates for loans by the same amount to 11.5
percent. In his budget speech, the Chancellor of the Exchequer stated
that he intended to give renewed prominence to targetting the growth
of the broad measure of the money supply, sterling M3. Since last
autumn, the Government had been downplaying the importance of sterling
M3 and had focussed more closely on movements in the narrower measure
MO. The new target range for the growth of sterling M3 in 1986/87 was
set at 11-15 percent, considerably higher than the 4-8 percent range at
first envisaged. The latest Bank of England data showed that sterling
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M3 rose a provisional, seasonally adjusted 2.25 percent in the four
weeks to March 19. The year-on-year growth rate of 16.5 percent was
1.25 percentage points higher than in the banking month of February,
and thus was further above the annual target range of 5-9 percent for
sterling M3 growth in the year ending March 1986. Sterling MO rose by
about 0.5 percent in banking March after falling by 0.6 percent in
banking February. Year-on~year MO is estimated to have risen by 3.5
percent——at the bottom end of the authorities' 3-7 percent target
range for annual growth.

The decision taken by the Bank of Japan on March 7 to cut the
official discount rate led to an immediate fall in domestic interest
rates. The rate on two-month private bills dropped 0.51 percentage
point on the following business day and later declined a further 0.13
percentage point to close the month at 5.36 percent, down from 6.0 per-
cent at end-February. In cutting its discount rate from 4.5 percent
to 4.0 percent, the Bank of Japan expressed the hope that the move
would help prevent excessive fluctuations in exchange rates, strengthen
the growth in domestic demand, and contribute to further adjustment of
the external balance. Later in the month, banks in Japan cut their
long~term prime rates to 6.4 percent from 6.9 percent. Also during
March, in an effort to achieve closer control over interest rates, the
Bank of Japan adopted the tactic of lending funds to money houses for
use in purchasing commercial banks' yen certificates of deposit. The
Bank of Japan thereby brought CD rates closer to comparable interbank
rates and facilitated interest rate arbitrage between the two money
markets. The first use of this tactic took place on March 10 when ¥ 100
billion was lent to brokers. In Sweden, the Sveriges Riksbank cut its
discount rate from 9.5 percent to 8.5 percent on March 13. The Central
Bank Governor announced that although there were domestic justifications
for the cut-notably the continuing gross inflow of foreign exchange—-~the
decision largely reflected efforts by other industrial nations to coordi-
nate interest rate policies and the encouragement to participate that
Sweden had received. Both Austria and Switzerland decided not to follow
Germany and left their official interest rates unchanged.

Three-month interest rates in the eurocurrency markets generally
declined during March, reflecting movements in domestic interest rates.
The drop was largest for the euro-French franc which declined by 1.75
percentage points to 12.50 percent. The rate remained near 14 percent
during the first half of the month, but then, following favorable market
reaction to the change in Government in France, it fell swiftly to
11 percent before rising again in the last week of the month with the
emergence of speculation that the new government might seek an EMS
realignment. Rates on euro-sterling and the euro-yen also fell markedly
by 0.81 percentage point and 0.63 percentage point, respectively, ending
the month at 11l.44 percent and 5.31 percent. Rates on the eurodollar
eased moderately by 0.43 percentage point to 7.38 percent, whereas rates
on the euro-Deutsche mark, after some fluctuations, ended the month
unchanged at 4.50 percent. The rate on the euro—-Swiss franc, which had
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fallen below 4 percent during February, firmed by 0.12 percentage point
to 4.00 percent as the heavy demand for Swiss francs recorded in February
subsided.

Reflecting movements in eurodollar and domestic interest rates in
March, uncovered interest differentials favoring domestic investment
narrowed markedly for Italy and the United Kingdom, while the differ—
entials favoring eurodollar investment narrowed by a similar magnitude
for Germany and widened moderately for Japan. Other uncovered interest
differentials were little changed (Table 7).

Table 7. Covered Interest Differentials for
Three-Month Investments (End-month)

Uncovered Forward Covered
interest exchange interest
differentials 1/ quotations g/ differentials l/
) (2) (3) = (1)=(2)
February March February  March February March
Belgium -1.84 -1.87 -2.10 -2.69 +0.26 +0.82 ‘
France -0.93 -0.98 -6.20 -4,52 +5,27 +3.54
Germany +3.30 +2.63 +3.43 +2.79 -0.12 -0.16
Italy -8.75 -7.43 -10.04 -7.21 +1.29 -0.22
Japan +1.81 +2.02 +1.98 +2.24 -0.17 -0.22
Netherlands +2.00 +1.94 +1.96 +1.93 +0.04 +0.01
United Kingdom -4.36 -3.60 -4 .,42 -3.79 +0.06 +0.19

1/ Positive sign indicates differential in favor of eurodollar
investment relative to domestic investment, while negative sign
indicates the reverse. Domestic interest rates for France, Germany,
Italy and the Netherlands are interbank rates. For Japan the discount
rate for two-month private bills is used, for the United Kingdom the
three—month Treasury bill rate, and for Belgium the rate on four-month
certificates of the Government Securities Stabilization Fund.

2/ Positive sign indicates three-month forward premium of domestic
currency against the U.S. dollar, while negative sign indicates forward
discount. :

In the forward exchange market, the premia against the U.S. dollar
narrowed significantly for the Deutsche mark but only marginally for
the Netherlands guilder, and widened markedly for the Japanese yen.
The discounts against the U.S. dollar narrowed significantly for the
French franc and the Italian lira and to a lesser extent for the pound
sterling, while widening moderately for the Belgian franc. Reflecting
these above-mentioned movements in interest differentials and forward .
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exchange quotations, the covered interest differentials favoring euro-
dollar investment narrowed markedly for France and slightly for the
United Kingdom and the Netherlands, but widened moderately for Belgium.
The covered interest differential in Italy moved to favoring domestic
investment, while in Japan and Germany covered interest differentials
in favor of domestic investment were little changed (see Table 7 and
Charts 8 and 9).

Iv. Yields on the SDR and Other SDR-Denominated Assets

The SDR interest rate eased sharply during the month of March to
6.76 percent for the week beginning March 24 from 7.26 percent for the
week beginning February 24 (see Table 8). This movement reflected

Table 8. The SDR Interest Rate and the
Rate of Remuneration 1/

March

February 24 3 10 17 24 31
SDR interest rate 7.26 7.23 6.99 6.79 6.76 6.75
Rate of remuneration 6.68 6.65 6.43 6.25 6.22 6,21

1/ The rates apply to the weeks beginning with the dates
indicated. : :

falling yields on four of the instruments in the SDR interest rate
basket. The yield on three—month Treasury bills in the United Kingdom
eased by l.41 percentage points to 10.98 percent, the yield on three-
month U.S. Treasury bills eased by 0.67 percentage point to 6.53 percent,
and yields on the relevant Japanese and French instruments eased by 0.64
‘and 0.38 percentage points to 5.36 percent and 8.36 percent, respectively.
In contrast, the rate on German three-month interbank money firmed by
0.23 percentage point to 4.75 percent.

During the period covered by Table 9 (February 26 - March 26),
combined domestic interest rates eased by 0.50-0.75 percentage point
(see also Chart 10). With the exception of the rates on three— and six-
month Deutsche mark instruments, which firmed slightly, and the rate on
the twelve-month French franc instrument, which was unchanged, domestic
interest rates on the SDR component currencies eased across the board.
The declines were most significant for the U.K. instruments which eased




- 14 -

Table 9. Yields on Selected SDR-Denominated Assets l/

February - March
Combined market interest rates: 2/
a. Based on domestic rates
3-month maturity (Rule T-1) 7.29 6.78
6-month maturity ' 7.25 6.75
12-month maturity 7.19 6.69
2-1/2 year maturity 7.63 6.88
5-year maturity 7.69 7.06
b. Based on eurocurrency offered rates
3-month maturity 8.38 7.88
6-month maturity 8.13 7.63
Average commercial bank deposit rates 3/
l-month deposits 7.95 7.81
3-month deposits 8.02 7.42
6-month deposits 7.77 7.15
12-month deposits 7.66 6.98

1/ Rates pertain to last Wednesday of the month.

g/ Combined market rates (according to the Rule T-1) are
calculated by multiplying the yields or rates of each of the
respective instruments by the number of units of the correspond-
ing currency listed in Rule 0-1 and the value in terms of the
SDR of a unit of that currency as determined by the Fund under
Rule 0-2(a) and (b). Combined interest rates are those that
are applicable to Fund-related assets, appropriately rounded.

3/ Average of rates quoted by selected commercial banks.

by 1.06-1.31 percentage points. Yields on the relevant U.S. and
Japanese instruments eased by 0.65-0.78 percentage point and 0.26-0.75
percentage point respectively, while rates on the relevant French and
German instruments not mentioned above eased by 0.38-0.84 percentage
point and 0.13-0.26 percentage point, respectively.

During the same period, combined eurocurrency offered rates for
the three- and six-month maturities eased by 0.50 percentage point.
This decline largely reflected the sharp fall in interest rates on the
euro-French franc (down 0.75-1.63 percentage points) and on euro-sterling
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(down 0.81-1.13 percentage points). Rates on the eurodollar and on the
euro—yen declined more moderately and rates on the euro-Deutsche mark
firmed marginally.

Average interest rates on SDR-denominated deposits of selected
commercial banks eased by 0.14-0.68 percentage point between February 26
and March 26. Average deposit rates on the latter date ranged from
7.81 percent for one-month deposits to 6.98 percent for twelve-month
deposits.

V. Recent Macro-Economic Developments

In the United States, most of the economic news pointed to a
sluggish economy. Following a 0.l percent increase in January,
seasonally adjusted retail sales fell 0,1 percent in February, and in
the same two months the seasonally adjusted industrial production index
rose 0.1 percent and fell 0.6 percent, respectively. The unemployment
rate, seasonally adjusted, rose from 6.7 percent in January to 7.3
percent in February, falling only slightly to 7.2 percent in March.
Housing starts fell a seasonally adjusted 3.5 percent in February
after increasing by 9.2 percent in the previous month. Real GNP growth
in the fourth quarter was revised downward to 0.7 percent at a seasonally
adjusted annual rate from 1.2 percent, while the current account deficit
hit a record $36.56 billion in the same quarter compared with $29.30
billion in the previous quarter. Leading indicators, however, rose
0.7 percent in February after posting no change in the previous month.
While durable goods orders fell 0.5 percent in February after a 0.9
percent January increase, excluding defense, they were up 2.5 percent
in February. On the price front, after a decline of 0.7 percent in
January, producer prices fell a seasonally adjusted 1.6 percent in
February, the largest monthly decline since this data has been collected.
After rising by 0.3 percent in January, consumer prices fell in February
by a seasonally adjusted 0.4 percent, which was the first decline of
this magnitude since 1953.

In Germany, the current account surplus increased to a provisional
DM 6.9 billion in February from a revised DM 4.5 billion in January
and DM 2.8 billion in February of last year. In the same three months,
the merchandise trade surplus was DM 6.8 billion, DM 7.0 billion (revised),
and DM 4.7 billion, respectively. Following a revised 2.7 percent
increase in January, seasonally adjusted industrial production fell a
provisional 1.1 percent in February for a 3.8 percent year-on-year
rise. The unemployment rate (unadjusted) fell to 9.8 percent in March
from 10.4 percent in February and 10.0 percent a year earlier. All
the recent price data showed declines in inflation., Import prices
declined very sharply, falling by 3.3 percent in February and 14.3
percent year—-on-year. Producer prices fell 0.5 percent in February
and by 0.8 percent over the year, the first year-on—-year decline in
producer prices since 1967. The cost of living index fell by 0.2
percent in March and was little changed year—-on-year.
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In France, the seasonally adjusted current account switched to a
F 6.1 billion surplus in the fourth quarter of 1985 from deficits of F 34
million in the third quarter and F 1.5 billion in the fourth quarter
of 1984. Industrial production fell 0.75 percent in January but rose
3.1 percent year-on-year, and the number of persons unemployed fell a
seasonally adjusted 0.4 percent in February and 2.1 percent year-on-year.
Inflation remained subdued, with retail prices falling by 0.2 percent
in February, the first monthly price decline since 1966; year-on—year
retail prices rose 3.4 percent.

In Belgium, the merchandise trade balance was in deficit by
BF 14,22 billion in January compared with a surplus of BF 2.62 billion
in the previous month and a deficit of BF 27.20 billion a year earlier.
The industrial production index, which excludes construction and is
adjusted for the number of working days, fell 0.1 percent in December
but rose 2.4 percent year—-on—year, The unemployment rate dropped to
12 percent in March from 12.4 percent in February and 13.8 percent in
March of last year. Consumer prices fell 0.2 percent in March but
rose 1.5 percent year-on-year.

In the Netherlands, the seasonally adjusted current account surplus
was f. 4.05 billion (provisional) in the fourth quarter compared with
f. 4.90 billion in the third quarter and f. 3.70 billion in the fourth
quarter of 1984, For all of 1985, the current account surplus was
f. 18.31 pvillion, up from f. 16.61 billion in 1984. The merchandise
trade surplus was f. 1.6 billion in January compared with f. 1.9 billion
in the previous month and f. 900 million a year earlier. The number
of persons unemployed, seasonally adjusted, fell 0.3 percent in March
and 6.2 percent from a year earlier. The cost-of-living index rose
0.7 percent during the year to mid-March after a l.2 percent increase
during the year to mid-February.

In Denmark, the merchandise trade deficit was DKr 1.73 billion in
February, virtually unchanged from the previous month but wider than
the DKr 959 million recorded a year earlier. The seasonally adjusted
unemployment rate rose to 10 percent in January from 8.4 percent in
December but was down from 11.6 percent in January 1985. Consumer
prices were unchanged in February but up 2.1 percent from a year earlier,
while wholesale prices fell 2.0 percent in February and 1.8 percent
year—-on—year.,

In Ireland, consumer prices rose 4.6 percent in the year to mid-
February, down from a 4.9 percent increase in the year to mid-November.

In Italy, the merchandise trade deficit contracted to Lit 1.5
trillion in February from Lit 3,1 trillion {n January and in February
1985, Industrial production rose (seasonally unadjusted) ll.4 percent
in January and 2.2 percent year-on—year. Wholesale prices rose 0.3
percent in January and 4.8 percent year—on-year, while consumer prices
rose 0.4 percent in March and 7.2 percent year—on-year.
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In the United Kingdom, the seasonally adjusted trade balance
posted a deficit of £338 million in February after recording a £140
million surplus in Janvary. In the same two months, the current account
registered surpluses of £262 million and £1.14 billion, respectively.
Industrial production rose l.6 percent in January for a 3.1 percent
year-on—year rise, while the volume of retail sales rose a seasonally
adjusted 0.1 percent in February after a revised decline of 0.3 percent
in January. The index of longer leading economic indicators rose 1.3
percent in February and 1.4 percent year—on-year. The Public Sector
Borrowing Requirement (PSBR) showed a provisional net repayment of
£0.4 billion in February after net repayments of £4.5 billion in January
and £69 million in February of last year. For the first eleven months
of the 1985/86 fiscal year the PSBR was £2.8 billion, down from £7.7
billion in the corresponding period of the previous fiscal year.

Average earnings rose 8.3 percent in the year to January after an 8.9
percent increase in the year to December, while consumer prices rose
0.4 percent in February and 5.l percent year—on-year.

In Switzerland, the merchandise trade deficit was Sw F 728.9 million
in February, narrower than the Sw F 851.8 million recorded in January
but wider than the Sw F 664.8 million recorded a year earlier. The
unemployment rate was 1.0 percent in February, unchanged from January
and down from 1.2 percent a year earlier. Real GDP rose 4.0 percent
at an annual rate in the fourth quarter after a 3.2 percent increase
in the previous quarter, and in 1985 it rose 3.2 percent compared with
2.1 percent growth in 1984. Wholesale prices fell 0.6 percent in
February and 2.6 percent year—-on—year, while consumer prices rose 0.l
percent in March and 0.9 percent year-on-year.

In Japan, the current account surplus widened to $3.94 billion in
February from $1.88 billion in January and $2.53 billion a year earlier.
The customs—cleared trade surplus rose to a record $6.66 billion in
March from $3.90 billion in the previous month and $3.18 billion a year
earlier. Real GNP growth was 7.1 percent at an annual rate in the fourth
quarter, up from a revised growth rate of 0.7 percent in the third
quarter, while industrial production fell a seasonally adjusted and
preliminary 0.1 percent in February but was 0.8 percent above the level
a year earlier. The unemployment rate, seasonally adjusted, edged down
to 2.6 percent in February from 2,7 percent in January and 2.8 percent
in February of last year. Wholesale prices dropped a record 1.5 percent
in February to mark the twelfth consecutive monthly decline, and fell
6.3 percent year-on—year. The consumer price index also fell in February,
by 0.4 percent, but rose 1.8 percent year—on-year.

In Canada, the trade surplus contracted to Can$206 million in

- February from Can$l.0 billion in the previous month and Can$l.7 billion
a year earlier. Real GDP, seasonally adjusted, was unchanged in January
.following a 0.3 percent December increase, and was 5.1 percent higher
year-on—-year. The seasonally adjusted unemployment rate fell to 9.6
percent in March from 9.8 percent in February and 1l.l1 percent a year
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earlier. Leading indicators posted their seventh consecutive monthly
gain, rising by l.4 percent in November. Canada's budget deficit was
Can$2.29 billion in December, down from Can$2.69 billion a year earlier,
and for the first nine months of the current fiscal year the deficit
totalled Can$24.41 billion compared with Can$25.04 billion in the same
period of the previous fiscal year. Consumer prices rose 0.4 percent
in February and 4.1 percent year—on-year.

In Austria, the current account surplus narrowed to S 3.1 billion
in January from S 3.5 billion in the previous month and S 10.2 billion
a year earlier. Real GDP grew 2.9 percent in 1985 after 2.0 percent
growth in 1984, and the unemployment rate declined to 6.1 percent in
March from 6.9 percent in February, but was above the 5.9 percent figure
recorded in March 1985. Consumer prices rose 0.l percent in February
and 2.5 percent year—~on-year. :

In Norway, the merchandise trade balance switched to a NKr 339
million deficit in February from a NKr 2,10 billion surplus in January
and a NKr 2,33 billion surplus in February of last year. The unemploy-
ment rate dropped to 2.3 percent in March from 2.5 percent in February
and 3.6 percent a year earlier. Wholesale prices fell 0.7 percent in
February but rose 2.2 percent year—-on-year, while consumer prices rose
U.6 percent in March and 5.5 percent year—on-year.

In Sweden, the merchandise trade surplus expanded to SKr 3.5
billion in February from SKr 1.3 billion in January and SKr 0.5 billion
a year earlier. The current account posted a deficit of SKr 900 million
in January compared with a SKr 200 million surplus in December and a
SKr 2.0 billion deficit in January 1985. Industrial production rose
4,6 percent in January following a 5.9 percent December decline for a
2.1 percent year-on-year increase. The unemployment rate was 3.0
percent in March, up from 2.8 percent in February but unchanged from a
year earlier. Consumer prices rose 0.l percent in February after a
1.1 percent increase in the previous month.
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CHART 1

SPOT EXCHANGE RATES 1978-1986
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CHART 2

SPOT EXCHANGE RATES: EUROPEAN MONETARY SYSTEM

Premia/Discounts in percent

{Based on noon quotations in New York)
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(Based on noon quotations in London)
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CHART 4

SPOT EXCHANGE RATES

{(Noon quotations in New York)
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CHART 5

SPOT EXCHANGE RATES

(Noon quotations in New York)
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CHART 7

SHORT-TERM MONEY MARKET RATES

{Percent per annum)
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CHART 8

THREE-MONTH FORWARD RATES .

Margins from Spot Rates based on noon quotations in New York
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CHART 9

COVERED INTEREST DIFFERENTIALS BETWEEN THREE-MONTH
EURO-DOLLAR DEPOSITS AND LOCAL SHORT-TERM INVESTMENTS
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Foreign Exchange Rates, February 1986

- March 1986 1/

February March
5 12 19 26 5 12 19 26

Austrian schilling 16.7850 16.6500 16.1250 15.6650 15.9150 16.0250 15.8700 16.3650
Belgian franc

Official 48.805 48.430 47.275 45.585 46.320 46.735 46.300 47.755

Financial 49.195 49.045 47.775 45,825 46.625 47.325 46.915 48.785
Canadian dollars 0.70053 0.71492 0.71847 0.71690 0.70884 0.71544 0.72007 0.71314
Danish kroner 8.79400 8.72500 8.52000 8.23600 8.37750 8.45150 8.33750 8.58750
Deutsche mark 2.38550 2.36740 2.30550 2.22700 2.26600 2.28350 2.26100 2.32950
French francs 7.31150 7.26050 7.08500 6.84850 6.96250 7.02800 6.96150 7.16750
Irish pounds 1.26800 1.27850 1.31100 1.35675 1.33325 1.32400 1.33770 1.29575
Italian lire 1623.000 1612.500 1570.000 1516.500 1539.000 1553.000 1539.000 1583. 500
Japanese yen 190.600 186 .670 179.300 181.100 181.375 180.150 177 .050 179.750
Netherlands guilder 2.69425 2.67375 2.60450 2.51600 2.55850 2.57750 2.55200 2.62900
Norwegian kroner 7.43800 7.36500 7.22250 6.97300 7.19500 7.19500 7.13500 7.27500
_Poundé sterling 1.39625 1.41000 1.45075 1.48950 1.45200 1.46750 1.47950 1.47550
Swedish kronor 7.51600 7.47000 7.33500 7.16750 7.24000 7.27600 " 7.21500 7.34500
Swiss francs 2.01850 1.96825 1.90650 1.87950 1.91450 1.93250 1.89450 1.95550

l/ Wednesday noon spot quotations in New York, expressed in terms of currency units per U.S. dollar, except for the

Canadian dollar, the Irish pound, and the pound sterling which are expressed in U.S. dollars per currency unit.
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Option Premiums on the Philadelphia Stock Exchange 1/

I.

Deutsche Mark Contracts Expiring in June 1986 2/

- 30 -

PP

APPENDIX B

’

Striking price

%2 &3 &4 45 46 &7 48
End-of-month
observations:
(Call option premiums)
January 1.42 1.02 0.64 - - - -
February 3.65 3,01 2.25 1.69 1.30 - --
March -- 1,18  0.65 0.51 0,27 0.20 0.13
(Put option prémiums)
January 0.96 l.44 - -- -- - -
February 0.32 0,60 0.88 l1.26 1.80 - -
March 0.76 1.30 -— 2,59 - —- -
II. Japanese Yen Contracts Expiring in June 1986 3/
Striking price
54 55 56 57 58 59
End-of-month
observations:
(Call option premiums)
January -= - - -= -= -
February 2.80 1.82 1.48 1.00 0.83 -
March - - 1.47 0.80 - 0.38
(Put option premiums)
January - - - - - -
February 0.56 1,16 1.40 - -- -
March - 0.50 - 1.70 - --
1/ Options traded on the Philadelphia Exchange are "American optionms,”

meaning that they can be exercised at any time on or before the maturity date;

so—called "European options”™ can only be exercised on the maturity date.
2/ The size of the Deutsche mark contracts is DM 62,500 and the premiums
and striking prices are expressed in terms of U.S. cents per Deutsche mark.
3/ The size of the Japanese yen contracts is ¥ 6,250,000 and the premiums
anglstriking prices are expressed in terms of U.S. cents per hundred yen.
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Sort and Hedium-Term Interest Rates

(Monthly and weekly averoges)

hmuflc woney emeketa 17 Eurocurrency mirkets 2/ U.S.
(three-month) (three-month) lendirg rates Treasu

y 5

United Tnited Corbired U.S. Drutéche Found  French Jepancse Suiss U.S. socuritien

States Germany Kirgdom France Jspmn  rate  dollar  park  sterling franc yan  franc LIBOR ¥/ prime 4/ (f{we-year)
m (¢3] ) @ (5 (8 (D) ) 9 oy an 12 (13 (14) (15}

1985
A 8.22 6.11  12.33 10.65 6.3 8.2 8.7 5.89 12.80 10.70 6.13 5.42 9.18 10.50 1.0l
Hy 7.1 5.92  32.31 10.31 6.38 7.89 8.17 5.61 12.65 10.28 6.13 5.16 8.54 10.71 10.3%
Jn a1 5.75  12.18 10.35 6.32 1.5% .65  5.51 12.64 10.3? 6.0 5.9 1.95 9.78 9.60
Jul 7.0 542 11.79 10,12 635 .54 7.95 51 12.08 10.51 6.33 5.1 8.17 9.50 9.70
Lt 7.36 &85 1124 9.95 6.1 .42 8.08  4.65 1150 1.8 6.7 466 8.13 9.50 9.81
Sep 7.3 A5 1)) 9.5 645 738 .20 AL52 11.52 10.2  6.43 462 B8.46 9.50 9.81
Oct 7.9 A87 1LW 945 6.80 .64 B.13 4.7} 11.54 10.17 6.8 4,57 8.32 9.50 9.69
Nov 1.47 490 1184 9.06 B.04 7.65 B.07 4.7 11.57 9.35 1.9 4.11 8.15 9.50 9.28
Dec 731 490 141 207 840 758 805 48T 1LY OIL N 412 8 9.5¢ 8.73
1035
Jon .2 476 12,47 9.08 1.10 7.59 B.08 4.59 12.87 12.96 6.66 415 8.17 9.50 89.68
Feb .29 4.5 12.38 0.92 6.00 7.32 7.95 4.51 12.712 14.81 6.07 3.95 8.03 9.50 8.3
Har 6.76 461 11.48 B.42 559 6.89 4.46 1.7 1.27 553 192 1% 9.0 1.46
1985 Heek endirg:
At 5 B.45  6.26 12.64 10.74 6.33 8,39 9.08 5.9 13.27 10.97 6.9 5.6  9.58 10.50 1.3}
12 8.6 6.20 12.62 10.68 6.3 8.1 8972 5.9 13.03 10.80  6.31 5.58  9.38 10.50 11.19
19 8.2  6.06 12.21 10.65 6.32 8.14 8.65 5.80 12.4) 0.6 632 5% 8% 10.50 10.81
% 8.0 6.01 12.03 10,60 6.32 B8.05 &.54 5.81 12.61 10.5%6 6.0 535 8.93 10.50 10.79
My 3 205 607 2.2 0.5 63 808 845 583 1202 0.0 632 523 9% 10.50 10,85
10 802 5.96  12.31 10.6 6.38 8.05 8.3 5.66 12.72 1038 631 5.05 8.74 10.50 10.68
17 .75 5% 12.% 10.27 6.33 1.9 8.4 5.5 12.63 10.26 6.32 5.06  0.63 10.50 10.39
% 7.49 5.86 12.3 10.27 6.38 7.76  1.95 5.54 12.60 10.19 634 5.20 8.1 10.29 10.06
n .82 5.88  12.25 10.27 6.38 7.7 7.81 5.58 12.65 10.21 6.7 5.3 8.16 .00 9.84
Jn 7 23 S.81  12.10 10.27 6.3% 1.58 7.58 5.49 12.40 10.34 6.37 499 .8 10.00 9.45
1% 7.2  5.73 12,20 10.27 6.3 1.58 7.7l 5.54 12.52 10.35 .26 5.21 1.9 10.00 9.60
21 1.0 5.76 12,18 10.39 6.31 7.47 7.49 5.50 12.0 10.34 6.28 5.2 7.719 9.86 9.50
A .19 5.75 12,24 10.49 6.31 7.58 1.84 5.51 12.54 1046 6,30 5.35  B.18 9.50 9.85
il 5 712 5.64 12,26 10,39 6.3) 752 179 St 12.5 n.62 632 527 B8.00 9.50 9.53
12 rn2 5.51  12.14 10.27 6.32 1.55 .19 520 12.42 10.42  6.33 5.1% 1.95 9.50 9.5
19 .29 S.41 1170 10.06 6.3 72.52 7.9 5.3 11.95 10.12  6.34 5.06 0.1 9.50 9.64
2 7.45  5.25 1.7 9.89 6.3 1.54 B.15  5.02 1.92 10,24 632 5.5 8.2 9.50 9.91
Ag 2 1.51 s.15 1L.23 9.9 6.38 7.55 8.20 4.86 11.40 12,82 6.32 478 8.5) 9.50 10.0¢
9 7.4 496 11.24 10.01 6.38 7.47 B.14 476 11.54 12.00 633 4.61 B.43 9.50 9.98
16 7.35 A8 1L 9.97 639 T.40 8.08  4.67 11.4) 1220 6.38 4.68 8.33 9.50 9.84
I LY &6 11.20 9.89 6.44 1.3 B.03 450 11.43 11,38 6.40 468 8.25 9.0 9.67
0 7.0 471 1.0 9.89 644 1.3 8.0}  4.55 11.61 11.06 6,40 A.68 8,27 9.50 9.66
Sep 6 7. 4,76 1.9 9.89 6.46 T.61 819 461 11.63 10.5  6.41 469 8.8 9.50 9.76
1 7 &76 11.36 9.81 6.4 1.46 B35 455 11.62 10.16  6.41 4.63  8.68 §.50 9.95
20 73 475 11.% 9.70 6.44 7.38  8.23 447 1.0 9.84 6.42 4.60 8.5 9.50 9.85
2 10 473 1.3 9.6 6.48 7.25 8.04 445 11.34 10.62 6.43 455 8.8 9.50 9.66
Ot &4 2,26 476 11.31 9.61 6.47 1.0) .12  4.% 1.51 10.64  6.46 461  8.27 9.50 10.16
11 2,40 480 11.26 9.51 6.49 7.3 8.19 4,64 11.52 10.5%  6.45 4.52 8.18 9.50 10.26
19 7.46 ABS 11,33 9.43 6.51 .42 B.18 470 11.51 10.19  6.42 436 8.1 9.50 10.11
25 7.45 489 1140 9.38 6.69 .46 815 473 1.5 9.7 6.92 4.5%  8.31 3.50 10.03
Mov | 7.4 3.05 1144 9.3 7.85 7.65 B8.06 4.94 11.61 9.74 J90 4% a2 9.5 9.55
8 .49 494 1144 928 .79 7.65  8.08 478 11.63 9.51 L1341 817 9.5%0 9.38
15 72.53 4.9 11.8) 9.19 1.9 7.68 B.05 4.7) 1.5 9.% 8.10 4.8 8.14 9.50 9.0
2 747 487 1145 B.92 6.18 7.6 B.05 4.7 11.5 9.16 8.0 402 8.13 9.50 9.21
3 1.4l A.87 1.4 B.87 8.7 7.62  B.12 ATt 11.5%6 9.30 2.8} 4.0 1 9.50 9.17
Dec 6 7.48 492 1132 9.00 06.18 7.66 B8.20 4.81 11.56 9.9 7.83 A0 8.25 9.50 9.12
13 7,32 487 11,9 9.05 B.28 1.59 8.08 4.80 11.74 11.95 7.94 419 8.14 9.50 8.76
20 2,9 A% 1145 9.3 8.08 7.3 7.9 480 1.76 1255 T.45 0 A9 .96 9.50 8.5%
27 25 A9 1149 9.13 7.98 7.5) B804 4% 11.8) 12.46 I 1] 4.5 8.1 9.50 8.5
1986 Week endirg:
Jan 3 .27 .88 1148 9.1 7.83 7.62 1.97 4.78 11.86 13.25 6,78 4.08 8.03 9.50 8.0
10 7.3 473 1172 9.3 125 1.5 8.0 4.68 12.2 12.49 6.72 4.05 8.13 9.50 8.65
17 .40 &7% 12,57 9.13 .18 1.67 B.19  4.38 12.14 12.08 6.8 4.l6 827 9.50 8.86
2% L 4.7 12.74 %.07 T.16 7.97 8-12 4.6) 13.50 12.20 6.86 419 8.21 9.50 8.5
n 2 471 1.4 9.0 6.1 7.45 8.01 4.6) 12,95 154.90 6.28 4,24 8.12 9.50 8.56
Feb 7 1.9 4.61 12.41 9.00 6.02 7.3 7.98 4.54 12.97 15.35 6.14 4.05 8.06 9.50 8.52
% 7.3 458 1234 %00 600 734 8.0 &0 1277 15.20 609 )% 812 9.50 B.44
2 L 453 12,43 8.97 600 7.2 7.9 450 12.69 .48 5.9 .85 8.00 9.50 8.2
B 1.26 451 123 8 600 7.27 7.89 4.51 12.45 14.06 6.03 1.9 7.95 9.50 8.06
Mr 7 7.00 4S5 12.08 B.62 6.00 7.12 7.65 4.38 12.20 14.58  5.64 .73 L 9.50 7.66
1% 619 4.56 1.6 8.3 5.49 6.87 7.4 40 11.85 14.09 5.51 3.85  1.48 9.07 7.40
21 669 4.61 I11.26 B8.36 5.49 6.% 7.45 4.50 11.49 11.48 5.52 4.11 1.48 9.00 7.46
2 6.58 4.73 1106 8.3 S.42 6.77 1.47 4.60 .82 12.85 5.46 4.00 1.49 9.00 1.0

I As of Jawary 1, 1986, The cambfred market interest rate under the smended Rule T-1 i3 calculated by mult fplylmg tle yield or
rate on each of the respectiw fostnmrents 1isted below by the mmber of units of the cottesponding currency listed in Rule 0-)
and the value in terss of the SR of a imit of that currency as derermined by the Rund under Rule 0-2(a) and (b). The Interest
rates and the respective cutrency units (shown in parentheses) are as follaa: woarket yleld for three gonth Y.S. Treasury bills
{$ 0.452), threewonth Interbank deposit sates 1n Germny (DM 0.527), three wonth Interbank suney rate sgalnst private paper in
France (F 1.02), discont rates on two-mouth (private) bills in Japan (¥ 33.4), and warket yleld For three-vonth U.K. Treasury bills
(b 0,0893). Before Jamuary |, 1986, the respective currency untts were § 0.54, UM 0.46, F 0.74, ¥ 3%, and b 0.071.

2/ Eurocutrency Interest rates are those on three-wonth deposlts for the U.S. dollar, the Deutsche mark, the Swiss franc, and the
French Eranc (In Lendn), snd for the pand aterling (in Paris).

3/ LIHR Is sixwonth eurodoltlar oftersd rate in londw.

4/ Puime lending tate of major New York baks. Wockly figues are averages of seven calerdar days ending on Wodnecdyy.

S/ Yield Is adjusied to constant [ive year miturkty by the U.S. Treasury snd fa tnsed on only tecently issued, actlwly trukd
securtties. The {nterest rate pafd to lenders and charges on drawings under the supplementary !inancing factlity are basnd on
thig rate.






