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Monetary developments

As in February, in March money balances
grew slightly more slowly than around the
turn of the year, when monetary growth had
accelerated under the impact of special tax
factors, in particular. Monetary expansion re-
mained buoyant, however. A major contrib-
utory factor was that, given the world-wide
uncertainty about interest rate movements in
the capital markets, monetary capital forma-
tion at domestic banks came virtually to a
halt in March. Moreover, currency in circula-
tion soared:; this probably owed something to
developments both at home and abroad. In
March, the money stock M3 (currency in cir-
culation and the sight deposits, time deposits
for less than four years and savings deposits
at three months’ notice held by domestic
non-banks — other than the Federal Govern-
ment — at domestic credit institutions; calcu-
lated as a monthly average) was 4.9 % above
its level in the fourth quarter of 1993, accord-
ing to final seasonally adjusted data, which —
if the rate of expansion remained un-
changed in the further course of the year -
would correspond to an annual rate of
15.4%. In February, this rate had been
17.5% and in January 21.2 %. When inter-
preting the money supply figures for March,
it should be borne in mind that they are still
strongly influenced by the acceleration of
monetary growth around the turn of the
year. The tailback of investments in the finan-
cial markets has not yet dissolved. Moreover,
during the first few months of a year the
annual rate is particularly responsive to dis-
tortions in monetary developments because
of the brevity of the observation period.

Money stock
M3
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Growth
of the money stock M3 *

Target and movement to date

DM .
billion Level during month,
seasonally adjusted
1910 log. scale
= Quarterly average .
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arget: +4%
to+6% 1
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Target: +412%
t0 +6%2% 1

1992 1993 1994

* Average of five bank-week return days;
end-of-month levels included with a weight
of 50%. — + The target corridor has not
been shaded until March because M3 is
normally subject to major random fluctu-
ations around the turn of the year. —
1Between the fourth quarter of the

preceding year and the fourth quarter of
the current year.
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Among the individual seasonally adjusted
components of the money stock, currency in
circulation and shorter-term time deposits
rose exceptionally steeply in March. Savings
deposits at three months’ notice also went up
rapidly. Sight deposits, by contrast, declined
further.

According to preliminary data, domestic non-
banks increased their deposits in the Euro-
markets more sharply again in March, after
having run them down in the preceding
month. The trend growth of the extended
money stock M3 (M3 including domestic
non-banks’ deposits in the Euro-markets and
their holdings of short-dated bank debt se-
curities) continues to outpace that of tradi-
tional M3.

As mentioned, monetary growth remained
buoyant in March, in particular because non-
banks’ reluctance to invest funds at longer
term increased further in the light of the
world-wide rise in long-term interest rates
and the increasing volatility of the bond mar-
ket. Seasonally adjusted, no longer-term
funds accrued to banks at all on balance.
Before seasonal adjustment, monetary capital
formation at domestic credit institutions to-
talled no more than DM 4.9 billion, com-
pared with DM 13.4 billion in the same
month of last year. Specifically, only long-
term time deposits (DM 3.4 billion) and cap-
ital and reserves (DM 3.6 billion) increased.
Savings deposits at over three months’ no-
tice, on the other hand, declined (-DM 0.4
billion), as did the holdings of bank savings
bonds (- DM 1.1 billion) and bank debt se-
curities (-DM 0.6 billion) in the hands of
domestic non-banks.

Bank lending to enterprises and individuals,
which had decelerated somewhat in Febru-
ary, picked up again in March. The main
reason for this was short-term lending to
trade and industry, which expanded, after
having been reduced very appreciably in the
preceding month, in particular. The high level
of outflows of funds generated by non-
banks’ external payments was probably an-
other contributory factor here. Loans against
securities, which are primarily granted to Fed-
eral enterprises, also went up more rapidly,
while the growth of longer-term direct lend-
ing was just about as vigorous as in February.
Overall, bank lending to enterprises and in-
dividuals mounted by DM 35.5 billion in
March, compared with DM 23.0 billion a year

Monetary
capital
formation

Lending to
enterprises and
individuals



The money stock
and its counterparts

DM billion
April April
1992 to (1993 to
March {March :March :March
1993 11994p 11993
Item Change during period
|. Bank lending to
domestic non-banks,
total 1 +30.2: +440 +3008 +354.0
1. Lending by the
Bundesbank - 01 -01,+ 04 - 17
2. Lending by credit
institutions +303° +441 +3005: +3557
to enterprises
and individuals +23.01 +3551 +239.1 +256.6
of which
Lending to
Federal
enterprises 2 + 237 4+ 47+ 352 + 305
Short-term
lending + 30! +114 .+ 113, - 146
to public
authorities + 73 + 86 + 614 + 991
II. Net external assets
of credit institutions
and the Bundesbank -112 -293 - 620 - 303
lil. Monetary capital
formation at credit
institutions from
domestic sources, total:  + 13.4 +49 + 79.1. +1055
of which
Time deposits for
fouryearsandover i+ 25 + 341+ 242 + 404
Savings deposits at
over three months’
notice 07¢ - 041+ 68+ 263
Bank savings bonds § - 14! - 1.1 39 - 212
Bank bonds
outstanding 3 + 710 - 061+ 279+ 313
IV. Deposits of the
Federal Government
in the banking
system 4 - 491 + 13:- 437+ 53
V. Other factors + 981 +1247 + 3541 + 251
V1. Money stock M3
(Balance: | plus I
less 1l less 1V less V) + 061 - 401 +1287; +18738
Currency in
circulation +01; + 66+ 2441 + 229
Sight deposits - 25 148 + 292 + 399
Time deposits for
less than fouryears | + 04| + 161 + 486 + 57.2
Savings deposits at
three months’
notice + 26 + 27+ 265+ 679
Memorandum item
Seasonally adjusted
money stock M3 as a
monthly average 5
Annual change
from 4th qtr of
1993in % 6 + 154
Annual change
over the past
six months in % + 138

1 Including lending against Treasury bills and against secur-
ities. — 2 Federal Railways, east German Railways, Federal Post

Office and Treuhand agenzy;
banks’ holdings. — 4 Sight de

partly estimated. — 3 Excluding
posits and time deposits for up to

four years. Until December 1993 central bank deposits of do-
mestic public authorities. — 5 Of five bank-week return days
(end-of-month levels included with a weight of 50%). —
6 Change from the average of the fourth quarter of the previous
year expressed as an annual rate.
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before; over the past six months it has risen
at a seasonally adjusted annual rate of just
over 10%.

Bank lending to the public sector likewise
stimulated monetary growth in March. Lend-
ing by banks to the public sector grew by DM
8.6 billion; almost all of this lending consisted
of purchases of government debt securities
by credit institutions. DM 1.3 billion was
added to Federal deposits in the banking sys-
tem, which are not counted towards the
money stock.

Domestic non-banks' external current and
capital transactions generated sizeable out-
flows of funds in March. The net external
assets of the banking system, a fall in which
reflects this fact, dropped by DM 29.3 billion,
compared with a decline of DM 3.0 billion in
February 1994 and of DM 11.2 billion in
March 1993. These outflows of funds did not
work through in full to domestic monetary
growth, as their counterparts obviously in-
cluded higher rates of expansion of short-
term lending to trade and industry and of
lending by banks against securities.

Securities markets

Public sector

Net external
assets of the
banking system

Bond market

Sales in the German bond market faltered in
March. Domestic borrowers issued bonds to
the market value of DM 44.2 billion, com-
pared with DM 50.4 billion in the previous
month and DM 63.9 billion in March 1993.
Net of substantial redemptions and after tak-

Sales of bonds
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ing due account of changes in issuers’ hold-
ings of their own bonds, net sales amounted
to only DM 6.7 billion, against DM 13.0 billion
in February and DM 25.7 billion a year before.
Altogether, it was again exclusively longer-
term paper (with maturities of over four years)
that was sold. At the same time, foreign
bonds amounting to DM 1.4 billion net were
placed in Germany. This was mainly because
of net sales of foreign Deutsche Mark bonds
to the tune of DM 2.1 billion, whereas do-
mestic holdings of foreign currency bonds de-
clined by DM 0.6 billion. Overall, sales of do-
mestic and foreign bonds, at DM 8.1 billion,
raised distinctly fewer funds than in the previ-
ous month (DM 19.7 billion).

The vast bulk of the total amount raised in
March was accounted for by the public sector
(DM 8.0 billion net), with the Treuhand
agency, at DM 7.4 billion, being in the fore-
front; it launched a ten-year issue with a
coupon of 6.25 % and a volume of DM 8 bil-
lion. The Federal Government drew on the
bond market to the extent of DM 2.3 billion;
on balance, it received DM 1.1 billion and
DM 0.6 billion, respectively, from sales of
special Federal bonds and Federal savings
bonds. The Lander Governments, by contrast,
redeemed own securities to the value of DM
1.8 billion net.

In March credit institutions’ bonded debt de-
clined by DM 1.1 billion. This overall resuit is
due entirely to the decline of DM 5.5 billion
in the bonds issued by specialised credit in-
stitutions outstanding in the market; this de-
cline was mainly caused by substantial re-
demptions on the part of an east German

institution “in silent liquidation”. By contrast,
communal bonds and other bank bonds
amounting to OM 1.6 billion net each were
sold in the market, and mortgage bonds to
the value of DM 1.1 billion.

Gross sales in the market for foreign Deutsche
Mark bonds, at DM 4.0 billion (nominal value),
ran at a comparatively low level in March.
After deduction of redemptions, net sales
came to DM 1.9 billion, compared with DM
3.9 billion in the previous month. In March
1993 foreign debtors raised DM 10.1 billion
(net) by issuing foreign Deutsche Mark bonds.

On the buyers’ side of the German bond mar-
ket there were heavier net sales by foreign
investors in March. On balance, they sold do-
mestic bonds worth DM 18.5 billion, against
DM 9.6 billion in the previous month. Just over
two-thirds of this sum was accounted for by
public bonds (- DM 12.9 billion). By contrast,
credit institutions increased their bond hold-
ings by a total of DM 17.9 billion. By far the
greater part thereof, at DM 16.8 billion, was
accounted for by domestic paper, DM 13.1
billion of which by public bonds. Domestic
non-banks, too, which placed a total of DM
8.6 billion in the bond market in March, con-
centrated mainly on paper launched by do-
mestic public issuers (DM 7.9 billion net).

Share market

In March domestic enterprises placed new
shares to the market value of DM 1.3 billion
in the German share market, compared with
DM 4.6 billion in February and DM 3.3 billion
a year before. Moreover, foreign equities

Foreign
Deutsche Mark
bonds

Purchases of
bonds

Amount raised
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Sales and purchases of bonds
DM billion
Sales
Domestic bonds 1 Foreign bonds 2 Memo item
of which of which Balance of
Foreign transactions
Deutsche with non-
Period Total Total Bank bonds :Public bonds :Total Mark bonds |residents 3
1994 Jan. 40.0 41.4 21.0 20.4 -1.4 -2.4 +28.0
Feb. 19.7 13.0 7.4 5.7 6.7 2.2 -16.2
March 8.1 6.7 -1.1 8.0 1.4 2.1 -19.9
Compare
1993 March 327 25.7 17.9 7.8 7.0‘ 3.9 +11.8
Purchases
Residents
- 5
Banks (incl. Non-banks
the Bundes- Domestic Foreign Non-
Total Total bank) 4 Total bonds bonds residents 2
1994 Jan. 40.0 13.4 12.8 0.7 0.9 -0.2 26.6
Feb. 19.7 29.2 219 7.3 5.2 2.1 - 96
March 8.1 26.6 17.9 8.6 8.3 0.3 -18.5
Compare
1993 March 32.7 139 13.5 0.4 -3.2 3.5 18.8
1 Net sales at market values plus/less changes in issuers’ sales of foreign bonds to residents; — = capital exports,
holdings of their own bonds. — 2 Transaction values. — + = capital imports. — 4 Book values; statistically ad-

3 Purchases of domestic bonds by non-residents less

Deutsche Bundesbank

amounting to DM 5.4 billion (net) were sold
in Germany. Credit institutions increased their
share portfolios by a total of DM 2.1 billion,
mainly on account of an increase in their
buying of domestic equities (DM 1.7 billion).
Non-banks allowed their domestic share port-
folios to run down by DM 0.4 billion, but they
purchased foreign equities amounting to DM
4.9 billion (net). On balance, foreign investors
hardly figured at all in the German share

market.

Investment funds

In March domestic investment funds (those
open to the general public) received DM 3.5
billion (net). In the aggregate, share-based
funds and bond-based funds sold units worth
DM 1.5 billion and DM 1.0 billion, respect-

justed. — 5 Residual.

ively. Mixed funds and open-end real estate
funds recorded inflows of capital totalling
DM 0.5 billion each. On balance, specialised
funds received DM 3.7 billion. DM 2.0 billion
of this sum accrued to bond-based funds and
DM 1.4 billion to mixed funds; share-based
funds sold units worth DM 0.3 billion. In the
aggregate, sales of domestic investment fund
units yielded DM 7.2 billion (net). On balance,
foreign investment fund units totalling DM
1.0 billion were sold in the German market.
As usual, the buyers’ side was determined by
domestic non-banks; they bought domestic
investment fund units amounting to DM 5.9
billion and foreign units worth DM 0.8 billion.
Banks increased their holdings of investment
fund units by a total of DM 1.0 billion. Foreign
investors built up their portfolios of German
investment fund units by DM 0.5 billion.

Purchases of
investment
fund units
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Public finance

April

January to April

Federal cash trends

In April the Federal Government ran a cash
surplus of DM 12 billion, which was just over
DM 82 billion higher than in the correspond-
ing period last year. This very much more
favourable outcome was attributable, above
all, to the fact that last month the Federal
Government received the Bundesbank’s profit
transfer, which, at DM 18 V4 billion, was ac-
tually over DM 5 bhillion higher than the (al-
ready relatively high} level reached last year.

If one takes together the months from Janu-
ary to April, the Federal Government incurred
a cash deficit of no more than DM 3 billion,
compared with one of DM 17 /2 billion in the
same period of 1993. This considerable im-
provement in the cash situation was mainly
due to the steep growth of cash revenue,
which exceeded last year’s level by just over
8%. Apart from the above-mentioned in-
creased profit transfer of the Bundesbank,
this owed something to the fact that in the
first few months of 1994, compared with last
year, tax receipts developed in an exception-
ally favourable manner. In addition, in the
first four months of the year the Federal Gov-
ernment’s cash expenditure was 1Y2 % lower
than in the corresponding period of last year.
Among other things, this was because the
Federal Labour Office needed less liquidity
assistance than a year before. Although the
number of beneficiaries rose owing to the
increase in unemployment, expenditure was
distinctly reduced as a result of the consolida-
tion measures taken. However, it is not to be

10

Federal finance on a cash basis *

DM billion
January to
April April
Item 1993 1994p (1993 1994 p
Cash receipts 147.03 | 159.12 | 4353} 48.46
Cash expenditure 164.46 | 162.17 | 40.03| 36.31
Cash surplus (+)
or deficit (-) -17.43}- 3.05|+ 3.50{+12.15
Financing
1. Change in
cash resources ! [+ 6.65{~- 026!+ 6.36{+ 4.56
2. Change in
Bundesbank
advances - 435 - - -
3. Change in
money market
debt - - - -
4. Change in capital
market debt,
total +28.15:+ 270{+ 280}~ 7.59
(a) Treasury dis-
count paper |- 0.13 - - -
(b) Treasury fin-
ancing paper i~ 0.481- 273~ 039i- 0.41
(c) Federal
Treasury
notes + 067+ 1.74{- 1.06 i+ 0.05
(d) Special Fed-
eral bonds +22521{- 661+ 3.07}- 528
(e) Federal sav-
ings bonds + 258 |+ 3.88{+ 041{+ 0.46
(f) Debt
securities + 821 1+12611+ 1151- 1.42
(g) Bank
advances - 470~ 605i- 038~ 0.99
(h) Loans from
social secur-
ity funds - 0431+ 001+ 0.00 -
(i) Loans from
other
non-banks - 0.03{- 0.08|+ 0.00 -
(j} Otherdebt |- 0.06 - 0.06 - 0.00 -
5. Seigniorage 0.28 0.09 0.06 0.01
6. Total
(1less 2 less 3
less 4 less 5) -17.43 |- 3.05{+ 3.50|+12.15
Memo items
Increase or
decrease from the
previous year in %
Cash receipts + 1.2 [+ 82 |+ 02 {+113
Cash expenditure 1+10.5 1- 14 1+19.7 §- 93

* The transactions recorded here as cash receipts and
cash expenditure comprise payments into and out of
the accounts carried by the Bundesbank for the Federal
Government. The cash receipts and cash expenditure
differ from those shown in the official financial statist-
ics primarily because they are recorded not at the time
they are entered in the budgetary accounts but at the
time of the actual receipt or outpayment, and because
transactions on behalf of the European Communities
(which are not entered in the Federal budget) are con-
ducted through the accounts of the Federal Govern-
ment. — 1 Deposits at the Bundesbank and in the

money market.
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March

expected that present Federal cash trends will
continue in the further course of the year. On
the one hand, the increase in revenue will
presumably turn out to be lower than in the
first four months of the year, which were
largely determined by special factors. On the
other hand, expenditure, judging from the
plans, is likely to increase perceptibly in the
further course of the year.

Public debt

In March - a month with a major tax pay-
ment date — the debt level of the central,
regional and local authorities decreased a
little overall (= DM 2 billion). This was be-
cause the Federal Government and the Léan-
der Governments, not least in view of their
favourable cash situation, exercised restraint
in their credit demand. Thus, borrowing by
the Federal Government fell DM V2 billion
short of the high level of redemptions, and
the Lander Governments actually reduced
their indebtedness by just over DM 2 billion.
On the other hand, the local authorities
raised funds in the markets to the tune of an
estimated DM 1 billion, and the “German
Unity” Fund expanded its indebtedness by
just over DM 1 billion. The other subsidiary
budgets hardly resorted to the credit markets
at all; the ERP Special Fund and the Debt-
Processing Fund raised only small amounts,
whereas redemptions predominated in the
case of the new Federal Railways Fund (estab-
lished at the beginning of 1994).

Of the other public debtors, the Treuhand
agency borrowed just over DM 6 billion, the
major part of which was attributable to the

Deutsche
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Net borrowing in the market

DM billion
1993 1994

of which

January jJanuaryto
Borrower Total pe to March :March pe
Federal Government + 785 + 253 + 103
Lander Governments + 455 + 23 + 24
Local authorities 1. pe + 185 + 28 + 22
ERP Special Fund + 4.0 - 02 - 02
"German Unity”
Fund + 135 + 52 + 0.6
Debt-Processing
Fund + 0.0 - 00 - 02
Federal Railways
Fund 2 . . - 02
Central, regional and
local authorities,
total +160.0 + 353 + 15.0
Memo items
Treuhand agency 3 + 39.0 + 108 + 43
Railways + 125 + 3.0 R
Post office + 8.0 + 4.2 - 03

1 Including special-purpose associations. — 2 At the be-

ginning of 1994 the old debt of the railways was as-

sumed by the Federal Railways Fund, a new subsidiary
gugget. — 3 After deduction of redemptions of old
ebt.

Deutsche Bundesbank

launching of a new bond issue in March, but
this hardly resulted in any additional recourse
to the markets, since the funds obtained
mainly served to redeem the old debt taken
over from enterprises. The liabilities of the
post office increased only slightly, too.

In April the Federal Government, in view of
the easy cash situation, restricted borrowing
to sales of its tap issues, which, however,
yielded but little owing to the upward tend-
ency of interest rates in the markets. The only
major sales were of Treasury financing paper,
which yielded just over DM 1 billion (gross).
On the other hand, in view of the changed
market situation, repurchases (the proceeds
of which actually somewhat overshot those
of the tap issues) predominated in the area of
price support operations. Moreover, since

11
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large redemptions had to be made, the credit
market indebtedness of the Federal Govern-
ment decreased in April by DM 74 billion, all
in all. With regard to the subsidiary budgets
of the Federal Government, too, redemptions
predominated in April; in this context, the
liabilities of the Debt-Processing Fund, in par-
ticular, were slightly reduced (by DM 0.8 bil-
lion).

Economic conditions

Western
Germany

Manufacturing sector

In March seasonally adjusted demand for
west German industrial products increased
distinctly again. In the whole of the first quar-
ter of 1994 it was thus 2 % higher than on an
average of the months from October to De-
cember 1993. The comparable level of the
preceding year, when the inflow of new
orders had been at its lowest, was exceeded
by 372 %, both in value and in volume. As for
some time, foreign demand has recently im-
parted particularly strong stimuli; in the first
quarter as a whole the level of the beginning
of 1993 was exceeded by no less than 12 %
in nominal terms. But orders from the home
market, too, which had been very low around
the turn of 1993-4, have picked up percept-
ibly since then. Between January and March
they were on average only 1% lower than in
the comparable period a year earlier, as
against 5% in the last quarter of 1993,

According to provisional data from the Federal

Statistical Office, which will presumably be re-
vised distinctly upwards, manufacturing out-

12

put in the old La&nder was markedly lower,
seasonally adjusted, in March than in February;
in the first quarter as a whole it consequently
did not quite regain the level of the final
quarter of last year or that of the beginning of
1993, according to the data so far available.

In the new Lander demand for the products
of the manufacturing sector in the first two
months of this year (not seasonally adjusted)
was slightly below the level reached in the
last quarter of 1993; it was still far higher
than the comparable level twelve months
earlier, however, namely by roughly 25%.
Whereas the trend in domestic orders has
recently continued to point upwards, only a
few orders have been received from abroad
in the past few months; there are still sharp
fluctuations in this field.

The output of east German industry picked
up further well into February; in January-Feb-
ruary, too, it was thus distinctly higher, sea-
sonally adjusted, than at the end of 1993. It
exceeded the level of the beginning of 1993
by just over one-fifth.

Construction

In February seasonally adjusted demand for
construction work in western Germany did
not regain the high level of the beginning of
the year. This owed something to the fact
that the special effects of the change in tax
depreciation facilities for industrial construc-
tion measures abated; in addition, the
weather in that month was relatively cold,
which judging by past experience affects the
placing of orders. In January and February,

Lastern
Germany

Old Ldnder



Economic conditions in western Germany

Seasonally adjusted 1
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1 Seasonally adjusted by the Census X-11 Method. — 2 £x-
cluding food, drink and tobacco industry. — 3 Seasonal
factors recalculated. — 4 Net production index calculated
for kinds of activity units. — 5 In western Germany. —
6 Not seasonally adjusted. — 7 Unemployed as % of the

Deutsche Bundesbank

1993 1994 1993 1994
Item 3rd gtr 4th gtr 1st qtr p December lJanuary February March p
New orders; value 1985 = 100
Manufacturing 2 120.5 119.1 121.5 117.2 117.8 121.6 125.1
Domestic orders 128.5 123.9 123.7 120.5 120.8 124.3 126.0
Foreign orders 107.4 111.3 117.9 111.8 112.8 117.2 123.8
Construction 3 180.1 192.2 192.0 208.3 188.8
Housing construction 236.4 251.0 258.4 276.4 258.3
Industrial clients 196.5 209.6 206.9 218.6 190.5
Public clients 138.3 146.1 146.1 165.2 152.3
Output 4 1985 = 100
Manufacturing 111 110.6 110.0 110.9 108.8 111.5 109.7
Basic and producer
goods sector 110.5 111.0 111.5 110.7 110.2 113.0 11.2
Capital goods sector 108.1 107.3 106.5 108.0 104.3 108.6 106.6
Consumer goods sector 113.2 112.0 109.0 111.6 110.8 109.8 106.4
Food, drink and
tobacco industry 124.9 124.2 125.3 125.1 125.2 125.1 125.7
Construction 132.7 130.5 139.6 132.3 143.9 132.9 142.0
1993 1994
3rd gtr 4th gtr st qtr January February March ‘April
Labour market 3 Number in thousands
Employed 5. p 28,954 28,787 | 28,645 E 28,640 ; 28,615
Vacancies 239 216 ¢ 230 ; 236 | 238 | 235
Short-time workers 6 504 617 | 501 519 ¢ 467 368
Unemployed 2,329 2,461 | 2,536 ¢ 2,550 | 2,572 | 2,58
Unemployment rate 7 7.5 8.0} 8.2 82! 831 8.3
Prices 1985 = 100
World raw material prices 8 40.7 ¢ 3911 38.5 39.1 ¢ 389 376 40.2
Import prices 78.4 78.2 3 78.7 | 78.7 789 786
Producer prices of l i
industrial products 9 101.3 101.3 ¢ 101.7 101. 101.7 101.8
Cost-of-living index 10 1204 121.2 ¢ 1223 ﬁ 122. 122.3 122.6 122.9
Construction prices 11 135.9 é 136.9 136.9 ¢ L i .

total labour force (excluding the armed forces). —
8 HWWA index in Deutsche Mark. — 9 Domestic sales;
1991 = 100. — 10 All households. — 11 Calculated by the
Bundesbank; mid-quarter level.

13



New Lander

Western
Germany

Deutsche
Bundesbank
Monthly Report
May 1994

taken together, construction orders con-
tinued to be far higher than at the end of
1993, they exceeded the level of the preced-
ing year by about 9% in value and by 72 %
in price-adjusted terms.

In line with the buoyant demand, construction
output in March - for which data are already
available — expanded again, after the influ-
ences of the cold weather had abated. In the
first quarter of 1994 as a whole it exceeded
not only the level of last autumn but was also
5 % higher than at the beginning of 1993.

Demand in the east German construction in-
dustry continued to expand at the beginning
of 1994. After seasonal adjustment, new con-
struction orders in January and February were
distinctly higher than in the final months of
last year; in January and February they ex-
ceeded the level in the comparable period of
1993 by more than two-fifths in nominal
terms and by 372 % at constant prices.

Owing to the adverse weather, construction
output in February was smaller than in Janu-
ary; in January and February, taken together,
the average level of the last three months of
last year was, however, exceeded noticeably,
seasonally adjusted, and growth against the
preceding year came to 26 2 %.

Labour market

As expected, the brightening of the economic
situation in western Germany has not yet
been reflected in the labour market. Accord-
ing to estimates by the Federal Statistical Of-
fice, employment continued to decline in
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March; the seasonally adjusted number of em-
ployed, at 28.6 million, was roughly 135,000
lower than at the end of last year and
565,000 lower than a year earlier. After ad-
justment for seasonal fluctuations, 2.59 mil-
lion persons were unemployed at the end of
April — just over 15,000 more than in the
previous month and 395,000 more than a
year before. Both recently and seen over the
year, the increase in unemployment has been
distinctly smaller than the decrease in employ-
ment. The seasonally adjusted unemployment
rate came to 8.3 % at the end of the period
under review. In mid-April 370,000 employees
were on short time; that was 675,000 fewer
than in the same period last year. The number
of vacancies registered with the labour ex-
changes, which has been influenced by
changes in the reporting behaviour for some
time, was again around 235,000, seasonally
adjusted, at the end of April.

Unemployment in the new Lander decreased
more sharply in April than usual at that time
of the year; however, it was still about
100,000 higher than a year earlier. The un-
employment rate fell to 16.2 %. In the middle
of the month under review 125,000 em-
ployees were on short time, so that both the
level of the previous month and that of the
preceding year were undershot (by 105,000).
About 505,000 persons participated in job
further
courses; that was 15,000 more than a month

creation schemes and training
earlier, but 210,000 fewer than in the same

period of 1993,
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Economic conditions in eastern Germany
Unadjusted figures
1993 1994
. g

Item 2nd qtr 3rdqtr I 4th gtr November |December |January %;February

New orders; value 1 Change from previous year in %

Manufacturing 2 +13.8 +249 +16.5 | + 2731 + 621 +26.1 +23.9
Domestic orders +148: +255 +225 + 262 +223 1 +29.0 +386
Foreign orders + 9.8 +22.11 - 5. + 321 -390 +133 -325

Construction +28.9 ; +32.7 +29. + 35.8 +23.5 +46.9 +375
Housing construction +74.6 § +90.9 +92.4 3 +1249 +67.3 +927 +9538
Industrial clients +20.8 +225 +17.3] + 191 +10.8 +376! +213
Public clients +21.4 +247 +1881  + 195! +183 1 +3291 +286

Output 1. 3 Change from previous year in %

Manufacturing r + 9.2 +15.9 +11.7 + 116 +12.8 +21.9 +21.5
Basic and producer
goods sector + 84 +20.6 +14.2 + 156 +15.8 +24.6 +235
Capital goods sector +10.5 +15.9 +10.1 + 65 +11.7 +22.2 +18.4
Consumer goods sector +10.3 +18.4 +18.8 + 224 +155:r +23.5 +28.3
Food, drink and
tobacco industry + 7.1 + 8.1 + 75 + 114 +11.2 +16.1 +20.8

Construction +249 +24.7 +18.6 + 155 +11.1 +33.1 +19.4

1993 1994
3rd gtr ath qtr 1st qtr January February March April

Labour market Number in thousands

Vacancies 38 39 38 34 38 43 46

Short-time workers 147 131 129 116 134 136 125

Unemployed 1,157 1,162 1,271 1,293 1,300 1,260 1,216
Unemployment rate 4 15.2 15.3 16.9 17.2 17.3 16.8 16.2

Persons undergoing

vocational further training 363 308 269 279 257 249 246

Persons participating in

job creation schemes 220 221 230 223 227 238 257

Recipients of transitional

benefits for early retirement 639 621 569 583 573 551 528

Prices Change from previous year in %

Producer prices of | 1

industrial products 5 + 06 + 061 i

Cost-of-living index & + 89 + 881 + 36 + 38 + 35 + 33

Construction prices 5, 7 ! i i |
Housing construction + 65 + 5.9 + 431
Road construction + 1614 + 28! + 171 i

1 2nd half of 1990 = 100. — 2 Excluding food, drink and

tobacco industry. — 3 Net

production index calculated

for kinds of activity units; adjusted for working-day vari-
ations. — 4 Unemployed as % of the total labour force

Deutsche Bundesbank

(excluding the armed forces). — 5 1989 = 100. — 6 All
employee households, 2nd half of 1990/1st half of 1991 =
100. — 7 Mid-quarter level.
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Prices

In March further price cuts for crude oil in the
international markets were accompanied by
sustained price increases for industrial and
food raw materials. However, this was more
than offset for German importers by the
sharp depreciation of the US dollar against
the Deutschie Mark. It also contributed to the
decline in import prices (seasonally adjusted)
in that month and to the fact that the price
level of twelve months earlier was again un-
dershot by slightly more than2%. Irrespect-
ive of this, seasonally adjusted sales prices
of west German industry continued to rise
somewhat in March; the year-on-year rate of
increase conseqguently rose to 0.3%. Con-
sumer prices in the old Lander went up by
0.2% in April, seasonally adjusted, against
the preceding month, partly because of price
increases for minera! oil products. After ad-
justment for the rises in mineral oil tax at the
beginning of the year, they have thus gone
up at a seasonally adjusted annual rate of
over 2Y2% since October. The year-on-year
rate of increase fell to 3.1%.

In eastern Germany, where price movements
at the consumer stage have recently been
very similar to those in western Germany, the
year-on-year rate of increase amounted to
3.3% in April.

Balance of payments

Current
account deficit

The deficit on Germany’s current account —
the combined result of foreign trade, services
and transfer payments — rose from DM 2.6

16

billion in January to DM 4.7 billion in Febru-
ary. This rise was mainly due to unusually
large deficits on services account and on
transfer payments account.

However, according to calculations by the
Federal Statistical Office, foreign trade ran a
surplus of DM 5.7 billion in February; the
trade balance was therefore little changed
from January (DM 5.9 billion). There was a
significant increase in both the seasonally ad-
justed exports and imports in February. If, to
eliminate special factors, the results of the
three months from December 1993 to Febru-
ary 1994 are taken together, exports went up
by approximately 1%, seasonally adjusted,
compared with the preceding three-month
period. This means that the upward trend in
German exports, which had been apparent
from the middle of last year, continued yet
again. After eliminating seasonal fluctu-
ations, imports also increased in a three-
month comparison (by just over 1 %).

Although the deficit on services account de-
creased from DM 5.7 billion in January to DM
4.1 billion in February, the decline was much
less marked than is usual for the time of year
and was largely due to the trend in invest-
ment income account. The deficit on transfer
payments account rose from DM 2.1 billion in
January to DM 6.2 billion in February, the
main contributory factor here being Ger-
many’s net contributions to the European
Communities, which rose to DM 3.4 billion,
whereas in January these had cancelled out.

There were net outflows of DM 13.8 billion
through long-term capital transactions in Feb-

Foreign trade

Services and
transfer
payments

Long-term cap-
ital transactions
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Major items of the balance of payments
DM billion
19935 19945
Item Total Jan. Feb. Jan. Feb.p
A. Current account
Foreign trade
Exports (f.o.b.) 604.0 45.2 50.9 47.8 50.7
) imports (c.i.f.) 544.8 43.."?” 48.1 41.9 45.0
Balance + 59.1 + 18: + 28 + 59 + 57
Memorandum item
Seasonally adjusted figures
Exports (f.o.b.) 49.8 53.3 50.6 53.1
imports {(c.i.f.) 47.2 50.4 44.0 47.1
Supplementary trade items 1 and merchanting trade - 41 + 0.5 - 04 -07 -0
Services
Receipts 253.5 20.3 19.4 233 20.8
Expenditure 292.1 23.8 20.8 29.0 24.9
Balance - 386 - 35 - 14 - 5.7 - 4.1
Transfer payments
from non-residents 24.3 3.0 1.6 6.1 1.4
to non-residents 76.0 6.5 6.0 8.3 7.6
Balance - 51.7 - 35 - 44 - 21 - 6.2
Balance on current account - 35.2 - 47 - 34 - 26 - 47
B. Capital account (net capital exports: -)
Long-term capital transactions
Direct investment - 198 - 20 + 06 - 12 - 0.6
German investment abroad - 193 - 20 - 13 - 18 - 11
Foreign investment in Germany -~ 05 + 00, + 19: + 05 + 04
Securities 2 +201.3 +18.8 + 9.8 +20.1° -208
Securities +197.8 +19.1 + 93 +19.3 -204
Borrowers’ notes + 35 - 04 + 0.5 + 0.8 - 04
Bank loans + 13.1 - 32 + 2.7 - 19 + 8.3
Official loans - 66 - 01 - 02 + 0.1 - 0.0
Other - 1.6 + 0.2 + 1.1 - 04 - 0.6
Balance +1865: +136. +14.0: +167 -138
Short-term capital transactions :
Credit institutions ~102.6 1 +11.7 - 6.1 +319 + 07
Enterprises and individuals - 605: -125: - 95: -194. +134
Official - 2.6 - 0.8 - 14 - 06 - 1.8
Balance -165.7 - 1.6 -16.9 +11.8 +12.3
Overall balance on capital account + 208 +120 - 3.0 +285 - 15
C. Balance of unclassifiable transactions {(balancing item) - 213 -18.6 - 58 -28.7 + 4.8
D. Balancing item in respect of the Bundesbank'’s external position 3 + 15 + 03 + 11 - 0.5 - 01
E. Change in the Bundesbank’s net external assets (increase: +) 4
(A plus B plus C plus D) - 342 -110 -10 -33. - 15

o From July 1990 including the external transactions of the
former GDR. — 1 Mainly warehouse transactions for ac-
count of residents and deduction of goods returned and of
processing. — 2 Excluding direct investment; including offi-
cial domestic borrowers’ notes. — 3 Differences between
the transaction values and the changes in the external

Deutsche Bundesbank

position shown in the Weekly Return at balance sheet
rates. — 4 Valued at balance sheet rates; including the
Treasury discount paper (liquidity paper) issued since
March 1993 and sold to non-residents. — 5 Figures subject
to major uncertainties owing to changes in the recording
of foreign trade.
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ruary in contrast to net inflows of DM 16.7
billion in January. The sizeable turnaround is
the result of trends in securities transactions
with non-residents. Including transactions in
official borrowers’ notes, DM 20.8 billion (net)
was exported in February, whereas DM 20.1
billion had been imported in January. During
the month under review non-residents signi-
ficantly reduced their investment in the Ger-
man bond market, in particular, with net sales
of fixed-interest securities amounting to DM
9.6 billion (compared with net purchases tot-
alling DM 26.6 billion in the previous month).
At the same time residents increased their
investment in foreign securities from DM 4.6
billion net in January to DM 10.6 billion in
February; in the process, foreign bonds were
purchased for DM 6.7 billion net, shares for
DM 2.8 billion and investment fund units for
DM 1.1 billion.

In statistically recorded short-term capital
transactions with non-residents the imports
of funds rose slightly to DM 12.3 billion in
February, compared with DM 11.8 billion in
January. The inflows were concentrated on
enterprises and individuals, whose short-term
capital transactions with non-residents netted
DM 13.4 billion. The main factor here was
that they again reduced their Deutsche Mark
deposits with foreign banks considerably,
whereas in January they had built these up
significantly.

The net external assets of the Bundesbank —

valued at balance sheet rates — declined by
DM 1.5 billion in February. In March the net
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external assets grew by DM 5.3 billion, largely
because of the reduction in external liabilities
as a result of the return of Bundesbank Treas-
ury discount paper (liquidity paper).

During the usual annual revision, the figures
for the past few years were substantially re-
vised in April. The changes mainly concerned
service transactions and capital transactions
with non-residents. The fact that this year's
revision was more significant than usual is
largely due to difficulties in the statistical re-
cording of diversions of capital through for-
eign financial centres for tax reasons. In this
connection some investment income pay-
ments were shown as payments to “non-
residents” last year which are in fact attribut-
able to residents. Furthermore, the accrued
interest arising from purchases and sales of
securities which was formerly recorded in the
capital account as part of the cross-border
turnover in fixed-interest securities has now
been classified under service transactions. As
a result of the revision for 1993 the surplus of
DM 6.9 billion shown in the investment in-
come account has now risen, on balance, to
DM 15.0 billion. Including other amendments
which had the opposite effect, the original
deficit of DM 44.0 billion on the overall ser-
vices account has now decreased to DM 38.6
billion. Further revisions have been made
in capital transactions with non-residents.
Owing to changes in the current and capital
accounts, there has been an overall reduction
in the negative balancing item of the balance
of payments for 1993 from DM 33.9 billion
to DM 21.3 billion.

Revision of
balance of
payments data
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The following article reports on the
results of the capital finance account
for last year. The recording of the fin-
ancial flows covers the whole of Ger-
many. Such an analysis, based on Ger-
many as a whole, naturally involves the
disadvantage that perceptible differ-
ences in the trend of individual vari-
ables between the old and the new
Lander are masked. For that reason,
the trends for western and eastern
Germany are shown separately at
many points in this article. It must be
remembered, however, that, given the
progressive growing-together of the
two parts of the country, such statist-
ical distinctions become ever more dif-
ficult and have to rely increasingly on
estimates and that, to this extent, a
growing number of inaccuracies arise.
Inter alia because of factors relating to
the flat-rate tax on residents’ interest
income, our account is now subject to
greater uncertainties than was the case
in the past.’

Sustained imbalance between financial
requirements and the provision of funds
in Germany

Last year, too, there was a considerable gap
in Germany between the domestic demand
for financial resources and the supply of

1 See Deutsche Bundesbank, Revenue from and eco-
nomic implications of the tax on interest income,
Monthly Report, January 1994, page 43ff. and Deutsche
Bundesbank, Germany’s balance of payments in 1993,
Monthly Report, March 1994, page 35ff.

19

Gap between
supply and
demand in the
financial
markets



Deutsche
Bundesbank
Monthly Report

May 1

DM
biltion
550
500
450
400
350
300
250
200
150

100

50

+ 150

20

994

Overali financial flows

womn \Vestern Germany

wmem Germany as a whole

Incurrence of liabilities /
and issue of shares 1

Domestic
non-financial
sectors

-

of which
Government

Domestic acquisition
of financial assets 2

_/

All domestic
sectors

A
’/AhiCh
Households

Net acquisition of financial
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1 Borrowing by households, non-financial
enterprises and the government. — 2 Ac-
quisition of financial assets by households,
non-financial enterprises and the govern-
ment; including the financial surplus of fin-
ancial institutions and the balancing item
of the balance of payments recorded as a
counterentry in the financial account of
enterprises — 3 Corresponds to the finan-
cial balance vi-a-vis the rest of the world.
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domestic savings. Once again, this gap was
closed by resorting to foreign sources of fin-
ance; the fact that this was possible at gener-
ally declining interest rates is to be seen as a
token of foreign lenders’ confidence in the
stability of the Deutsche Mark. The main
reason for the gap between supply and de-
mand in the financial markets was the in-
currence of liabilities by the government,
which was previously high and rose even fur-
ther in 1993; at DM 155 billion (in the defini-
tion of the capital finance account), it was
almost 50 % higher than a year earlier. One
of the crucial reasons for the heavy incur-
rence of liabilities was the sizeable govern-
ment transfer payments to eastern Germany,
by which reconstruction in the new Lander is
being promoted and the social consequences
of the transformation process are being cush-
ioned. Such transfer payments continued to
increase last year, and reached 4 2% of west
German nominal GNP This fiscal burden on
account of the unification process was ac-
companied in western Germany by further
deficits due to recession-related revenue
shortfalls and additional expenditure.

The incurrence of liabilities by the govern-
ment in 1993 was equivalent to roughly two-
thirds of the total private acquisition of finan-
cial assets in Germany; if the net financial
requirements of the Treuhand privatisation
agency are included, this figure amounts to
over four-fifths. Although this ratio is over-
stated as a result of the recession, it never-
theless highlights the urgency of a fiscal con-
solidation policy over the medium term,
which should be focused primarily on ex-
penditure cuts. The first steps in this direction

Ratio of the
incurrence of
liabilities by the
government to
private financial
asset acquisi-
tion
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were taken in the form of the measures ad-
opted in the middle of last year, most of which
became effective at the beginning of 1994.

Apart from the government, it was particu-
larly the housing sector (which expanded its
operations sharply and thus bolstered overall
economic activity in both the old and the
new Lander) that drew increasingly on the
financial markets — partly, it seems, under the
impact of favourable interest rates. More-
over, east German producing enterprises
(which here include the Treuhand agency,
which is engaged in privatising the former
"state-owned undertakings”) took up more
financial resources to foster the modernisation
of their businesses and their adjustment to
market economy conditions. By contrast, west
German enterprises’ demand for external re-
sources decreased in view of the recession-
induced decline in capital formation. As usual
in such an overall economic situation, this
eased the burden on the credit markets, and
helped the government to satisfy its heavier
credit requirements on favourable terms. Alto-
gether, domestic borrowing in the form of
loans and participating interests grew sharply.
In 1993 it totalled about DM 526 billion and
was thus DM 60 billion, or 14 %, higher than
a year before. Not least in view of the relat-
ively attractive interest rates at the long end of
the credit markets, it was primarily longer-
term financing that was in demand, whereas
short-term commitments were reduced on
balance. The total inflow of funds failed to
keep pace with the expansion of the domestic
demand for resources, particularly because in-
comes and saving in western Germany were
adversely affected by the cyclical setback.
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Sharp decline in domestic capital

formation

The heavier borrowing by the domestic sec-
tors was accompanied by an overall decline in
capital formation. After deduction of the
consumption of fixed capital, fixed capital
formation in Germany reached a magnitude
of DM 255 billion in 1993 and thus remained
roughly DM 50 billion, or nearly one-fifth,
below the level of the previous year. Hence it
was equivalent to 10% of total disposable
income; that was 12 percentage points less
than in 1992. This is one of the all-German
averages mentioned at the beginning of this
article which masks greatly varying trends in
the old and the new Lander.

The vast bulk of the decline in capital forma-
tion in Germany is due to the fact that west
German producing enterprises drastically re-
duced their net investment in fixed assets and
stocks in the old Lander. Rather as at the
beginning of the eighties and in the middle
of the seventies, enterprises responded to the
recession in this way. Another significant fac-
tor in the decline in the west was probably
that capital formation was shifted selectively
to locations in the new Lander. Moreover, in
the old Lander the government, too, reduced
its capital formation — quite in keeping with
its behaviour in comparable earlier cyclical
situations. By contrast, much more was in-
vested in the west German housing sector
than a year earlier under the sustained pres-
sure of the shortage of accommodation, and
encouraged by government investment in-
centives and low interest rates.
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Overall capital formation »

DM billion
ltem % 1991 f 1992 E 1993
Germany as a whole
Capital formation 1 29531 304.8; 255.0
Enterprises 2417 24231 1932
Producing enterprises 149.21 1268 64.4
Housing 848! 1047, 1206
Financial institutions 7.7 10.9 8.2
Government 53.6 62.5 61.8

Net lending to

non-residents 2 ~ 385:i- 405:- 41.2

Total capital formation 256.8| 2643 2139
Memorandum item
Capital formation in % 3 12.2 11.7 10.0

Western Germany

Capital formation 1 238.7 ¢ 229.9] 160.8
Enterprises 196.1 183.7 116.6
Producing enterprises 1124 84.0 12.0
Housing 76.1 89.7 97.2
Financial institutions 7.6 10.1 7.5
Government 42.6 46.2 44.2
Net lending to
non-residents 2, 4 10.1 19.8 29.8
Total capital formation 248.8; 249.71 1906
Memorandum item
Capital formation in % 3 9.9 8.9 6.3

Eastern Germany

Capital formation 1 56.6 74.9 94.2
Enterprises 456 58.7 76.6
Producing enterprises 36.8 42.9 52.4
Housing 8.7 15.0 234
Financial institutions 0.2 0.8 0.7
Government 11.0 16.2 17.6

Net lending to

non-residents 2, 4 - 486.- 602i- 709

Total capital formation 8.0 14.6 233
Memorandum item
Capital formation in % 3 2.3 2.9 3.7

Sources: official national accounts and Bundesbank
estimates. — 1 Net capital formation in fixed assets and
stocks. — 2 Corresponds to the difference between sav-
ing and capital formation in Germany. — 3 As % of
total disposable income in Germany. — 4 including east-
ern and western Germany, respectively.

Deutsche Bundesbank
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In 1993 the east German economy made
significant progress in reconstruction and re-
structuring owing to higher capital formation
in all areas. The momentum of capital forma-
tion in the new Lander owes most, now as
before, to west German transfer payments, a
growing — albeit still unduly small - propor-
tion of which is being used for investment
purposes. The increasing capital formation
also suggests that major progress has mean-
while been made in dismantling the manifold
obstacles to investment. A substantial contri-
bution to this was made, for instance, by
government investment in east German in-
frastructure.

Lower domestic saving

... in eastern
Germany

Like capital formation, domestic saving de-
clined in 1993 primarily as a result of the
recession in western Germany. Much of this
decline was due to the fact that the profitabil-
ity of west German producing enterprises
continued to deteriorate; aggregate net re-
tained income (including investment grants,
but after deduction of the consumption of
fixed capital) was negative, after a positive
result had been obtained in 1992. In eastern
Germany producing enterprises, taken as a
whole, failed to come out of the red in 1993.
Compared with the preceding years, however,
their overall situation improved distinctly; prof-
itability there varies greatly, of course, from
one enterprise to another. The decrease in
saving, moreover, owed very much to the fact
that the west German public authorities in-
curred a larger deficit than before, excluding
their capital formation.

Own funds
of producing
enterprises
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In the housing sector as a whole, the inflow
of internal resources in 1993 lagged even
further behind capital formation than a year
earlier. This was due, on the one hand, to
shifts of emphasis towards apartment house
construction, and, on the other, due to gov-
ernment promotion measures, which encour-
age financing from external sources. It was
also of importance that, owing to the restric-
tion of the tax concessions for the acquisition
of owner-occupied old buildings from the
beginning of 1994, more such properties
changed hand last year. The incurrence of
liabilities increased correspondingly; some of
the sales proceeds were apparently invested
outside the housing sector for a time; this
process is registered in the national accounts
as a withdrawal that reduces the inflow of

internal resources.

In 1993 fewer funds than in 1992 accrued
from the main source of the domestic supply
of financial resources: saving by households.
This was mainly because of the smaller
growth of income in the old Lander due to
the recession, to which only a few house-
holds adjusted by cutting down their spend-
ing on consumption; consequently there was
less scope for saving. The private saving ratio
(which in the new Lander was surprisingly
close to its level in the old Lander, despite the
lower incomes) fell by almost 1 percentage
point to roughly 13 % in Germany in 1993. In
terms of the absolute amount, too, private
saving declined, just as in the recession in
western Germany at the beginning of the
eighties. After deduction of the internal re-
sources provided through building and loan
associations for the acquisition of housing,

Overall saving*?
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1991 1992

Germany as a whole

Households 208.7 @ 228.7 2222
Enterprises 85.4 51.6 317
Producing enterprises 1 226 - 65 - 150
Housing 25.2 20.0 7.2
Financial institutions 37.6 38.1 395
Government 1 - 373 - 160 - 400
Total saving 256.8° 2643 2139
Memorandum item
do. in % 2 10.6 10.2 8.4
Western Germany
Households 1956 196.7 0 1924
Enterprises 102.8 70.6 335
Producing enterprises 1 43.6 167 .- 6.9
Housing 22.5 16.8 ¢ 2.0
Financial institutions 36.7 37.1 38.4
Government 1 - 496 - 176 - 354
Total saving 2488 2497 190.6
Memorandum item
do.in % 2 10.3 9.6 7.4
Eastern Germany
Households 13.1 324 29.8
Enterprises - 174 .- 19.0 . - 18
Producing enterprises - 21.0:~ 232:- 841
Housing 2.7 3.2 5.2
Financial institutions 0.9 1.0 1.2
Government 12.3 15 - 47
Total saving 8.0 14.6 233
Memorandum item
do.in %2 0.3 0.6 0.9

Sources: official national accounts and Bundesbank
estimates. — * Saving including capital transfers. — 1 In
1991 including a partial remission of Federal Railways
debt by the Federal Government amounting to DM 12.6
billion. — 2 As % of total disposable income in Ger-

many.
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saving in 1993, at DM 222 billion, failed to
regain the level of the comparable period of
the preceding year.

In 1993 aggregate domestic saving decreased
approximately as sharply as capital formation.
The overall financial deficit due to the consid-
erably increased financing requirements on
account of the unification process, at about
DM 41 billion, was just as high as in the
previous year. Germany was granted loans by
non-residents on the same scale.

Producing enterprises

Gross capital
formation

Under the impact of the recession in the old
Lander, the focus of German enterprises’ in-
vestment last year shifted - as already men-
tioned ~ to locations in eastern Germany.
Almost one Deutsche Mark in every four that
were spent by German producing enterprises?
on gross capital formation in 1993 was ac-
counted for by the new Lander; a year before
it had been one in six and in 1991 only one in
seven Deutsche Mark. Calculated per inhab-
itant, enterprises’ capital formation in eastern
Germany, at about DM 5,000, was above the
west German comparative figure of DM
4,800. In this comparison it must be remem-
bered, firstly, that west German enterprises
greatly reduced their gross capital formation
in view of the recession-induced decrease in
their earnings and their unfavourable profit
expectations: in nominal terms, they invested
roughly one-tenth less than in 1992 in ma-
chinery, equipment and buildings, and about
1372% less in real terms; moreover, they ran
down their stocks. The west German compar-
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ative figure is thus abnormally low. Secondly,
the persistent expansion of corporate capital
formation in eastern Germany, which rose by
one-fifth in value and one-sixth in volume in
1993, is certainly impressive. In a comparison
with western Germany, it must be remem-
bered, however, that in eastern Germany the
largely obsolete capital stock of the enter-
prise sector has to be replaced more or less
completely or built up from scratch; in the old
Lander, by contrast, capital formation serves
to improve or extend comparatively up-to-
date production facilities. Seen in this light,
corporate capital formation in the new Lan-
der still tends to be too low — particularly in
view of the manifold and sizeable govern-
ment promotion schemes. In other words,
the above-mentioned east-west differential
must be seen against the background of the
fact that too many resources are still being
used for consumption purposes in eastern
Germany. If the results for both parts of Ger-
many are combined, producing enterprises’
gross capital expenditure on equipment and
stocks in 1993, at not quite DM 360 billion,
was roughly DM 45 billion lower than a year
earlier.

Last year enterprises in Germany generally
had a larger amount of own funds at their
disposal to finance their capital formation
than in 1992. The total amount of net re-
tained income, consumption of fixed capital
and investment grants from other sectors
came to approximately DM 280 billion in
1993. The increase was due to the improve-

2 Enterprises domiciled in Germany, other than financial
institutions and excluding housing, irrespective of the
origin of the owners.
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Capital formation and financing of producing enterprises ©
DM billion
Germany as a whole ’FTastern Germany Western Germany
Itef)rn 1992 1993 1992 1993 1992 1993
Capital formation
Gross capital formation 4031 358.3 69.2 83.6 3339 274.6
Fixed assets 409.5 384.2 71.0 83.4 338.5 300.8
Stocks - 64 - 259 - 1.7 0.2 - 46 - 26.1
Acquisition of financial assets 115.1 138.9 331 40.5 123.9 143.4
Funds placed with banks 1 109.5 117.0 30.2 37.7 79.3 79.2
Short-term 112.4 121.3 29.9 37.7 82.5 83.6
Longer-term - 29 - 44 0.3 0.1 - 33 - 44
Acquisition of bonds 2 9.4 71 3.2 2.0 6.2 5.1
Acquisition of shares 3 28.1 7.6 0.2 0.5 70.0 52.1
Other claims - 319 7.2 - 04 0.2 - 315 7.0
on residents 4 - 06 0.2 - - - 0.6 0.2
on non-residents - 314 71 - 04 0.2 - 310 6.9
Total capital formation 518.2 4971 102.3 124.1 457.8 418.0
Financing
Internal resources 269.8 278.9 3.1 23.1 266.7 255.8
Net retained income 5 - 65 - 15.0 - 232 - 81 16.7 - 6.9
Consumption of fixed capital 276.3 293.9 26.3 31.2 250.0 262.7
Incurrence of liabilities 6 244.5 235.6 99.5 105.7 187.1 174.9
with banks 1 136.6 89.5 371 - 18.7 99.5 108.2
Short-term 21.6 - 16.8 4.7 - 10.2 16.9 - 6.7
Longer-term 114.9 106.3 324 - 85 82.5 114.8
with insurance enterprises - 2.6 - 57 - - - 26 - 57
in the bond market 2 41.8 91.8 18.8 77.7 23.0 14.2
in the share market 3 18.8 12.8 42.9 459 17.9 11.9
with other lenders 49.9 47.1 0.6 0.8 493 46.3
in Germany 39.4 35.0 0.5 0.5 389 345
) abroad 10.6 12.1 0.1 0.3 105 - 11.8
Total financing 514.4 514.5 102.6 128.7 453.7 430.7
Net acquisition of financial assets ~129.5 - 96.7 - 664 - 653 - 63.1 - 315
Statistical discrepancy 7 38 - 173 - 03 - 46 4.1 - 127
Financial balance 8 -133.3 - 794 - 66.1 - 60.6 - 67.2 - 188
1 In Germany and abroad. — 2 including commercial paper ital. — 7 Corresponds to the balancing item in the financial
and money market paper. — 3 Including other participat- account with the rest of the world owing to unclassifiable
ory instruments. — 4 Including claims on property insur- payment transactions with non-residents. — 8 Internal re-

ance enterprises. — 5 Including capital transfers received sources less gross capital formation.
(net). — 6 Including the procurement of investment cap-
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ment of the situation in eastern Germany
referred to above, whereas internal resources
decreased distinctly in the old Lander, albeit
not as sharply as gross capital formation. In
view of the contrary trends in capital forma-
tion and own funds, German enterprises’ de-
mand for external resources declined consid-
erably on the whole; at about DM 80 billion,
the overall financial deficit halved within
about a year. As is typical of recessionary
periods, the internal financing ratio of west
German producing enterprises rose to over
90 % last year, and was thus distinctly above
the longer-term average (about 80 %). It is to
be rated as a remarkable sign of the headway
made in the restructuring process that the
enterprise sector’s deficit in eastern Germany
turned out to be smaller than before despite
the higher level of capital formation. If the
deficits of the Treuhand agency are elimin-
ated (on current account and after deduction
of investment grants received), east German
enterprises on average financed just over half
their capital formation from own funds (in
the definition described above) in 1993.

Despite the much smaller size of the financial
deficit, recourse to additional loans and parti-
cipating interests — taken as a whole — re-
mained comparatively high last year, at DM
236 billion. This was due to increased bor-
rowing by firms in eastern Germany and to
lower demand by enterprises in western Ger-
many, which did not decline as sharply as the
financial deficit, however, probably because
of the greater differences between the indi-
vidual sectors in the pace of economic activ-
ity. This trend in the old Linder, which is
generally known as a “straddle effect”, owed
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something to the fact that enterprises ori-
ented more towards the German domestic
market, e.g. in the construction and services
sectors, or firms with longer-term investment
plans in the energy industry apparently re-
quired considerable additional borrowed
funds. This was accompanied by enterprises
in manufacturing and distribution which re-
duced their capital formation in the old Lin-
der owing to the sharper decline in demand,
but which had to rely on higher outside funds

for their capital projects in the east.

In this connection the demand for bank loans
rose steeply, above all in western Germany. In
view of the comparatively favourable terms,
which encouraged substantial reschedulings
of earlier interim and bridging loans along a
broad front, the incurrence of liabilities was
confined exclusively to the longer end of the
market. At DM 115 billion, west German
producing enterprises took up almost 1
times as many longer-term investment loans
from banks in 1993 as a year before. By
contrast, they ran down their net short-term
debt to domestic and foreign credit institu-
tions, partly because fewer working fund
credits and sales financing operations were
required than before owing to the slowdown
in business activity. Apart from the heavier
recourse to credit institutions, enterprises
took advantage of the favourable conditions
in the share market to float larger issues, in
order to create a broader risk capital base in
that way. On the other hand, the interest of
foreign lenders in direct investment in west-
ern Germany waned very sharply, with the
result that the amount of external resources
raised in 1993 in the form of participating

Incurrence of
primarily
longer-term
liabilities with
banks
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interests was one-third lower than a year
earlier. At the same time, the railways and
the post office took up fewer funds in the
bond market owing to their reduced capital
formation in the old Lander.

The heavier incurrence of liabilities by east
German enterprises is primarily attributable
to the Treuhand agency, which raised a total
of some DM 80 billion in 1993 to finance
its manifold tasks, mainly in the form of
medium-term notes, five-year Treuhand notes
and longer-term bonds, whereas previously it
had funded itself primarily through bank loans
and commercial paper programmes. Its se-
curitised debt thus rose last year approxim-
ately four times as fast as in 1992. About half
of the funds borrowed in the bond market
was used to repay old debt which the Treu-
hand agency had assumed in the course of
privatisation operations in order to afford fin-
ancial relief to the former “state-owned un-
dertakings”. At the end of 1993 it still had
about DM 20 billion of such old loans in its
books. The repayment volume is augmented
by the fact that, at the same time, the Treu-
hand agency repaid a far larger volume than
in 1992 of liquidity credits it had guaranteed;
after the introduction of the Deutsche Mark,
east German enterprises had initially used
such credits to finance their day-to-day
operations. All in all, the Treuhand agency
repaid more than DM 50 billion of short and
long-term bank loans, including its own
debts, last year. If the financial transactions of
this “Federal holding company” are disre-
garded, it transpires that in 1993, at an
estimated DM 82 billion, east German enter-

prises required more external resources than
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a year before. They received most of these
direct from credit institutions or west German
investors, which, in turn, obtained finance
from their bankers.

The comparatively heavy incurrence of liabilit-
ies by enterprises in western and eastern Ger-
many, taken together, was accompanied by a
growing acquisition of financial assets. In the
old Lander existing cash flow resources were
apparently used increasingly to boost the fin-
ancial reserves. Some of the funds which
were released by running down stocks were
seemingly applied to similar uses. Further-
more, the greater risks due to the recession
frequently prompted precautionary borrow-
ing to safeguard corporate liquidity and solv-
ency. East German enterprises required more
financial resources primarily in order to ex-
pand their business operations. All this was
chiefly reflected in a sharp increase in liquid
or easily mobilisable financial investment with
banks in both parts of Germany, whereas the
longer-term commitment of funds - and par-
ticularly the acquisition of participating inter-
ests (in keeping with the lower level of capital
formation) — receded into the background.
Increased inflows of funds were recorded
chiefly on Euro-accounts. Remarkably, it was
mainly enterprises from economic sectors
which were particularly hard hit by the reces-
sion, and which suffered corresponding in-
come losses, that were involved in this. In-
vestment companies (which are included
among enterprises in this context) likewise
sought investment opportunities with attract-
ive interest rates for their clients’ funds en-
trusted to them. Moreover, enterprises
granted sizeable additional working fund
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credits to foreign partners, presumably in
countries where the economic recovery had
already started and developed significant mo-
mentum, whereas in 1992 such funds had
been returned on balance. Altogether,
roughly DM 57 billion was invested abroad in
1993; that was almost twice as much as a
year earlier. At first glance, purchases of
bonds by enterprises had decreased. Not in-
frequently, parts of the securities portfolio
had to be sold to enable overall positive res-
ults to be shown through the release of the
undisclosed reserves included therein and to
enable a dividend to be paid to shareholders.
In some cases shifts were probably also made
to Euro-accounts, or the management of safe
custody accounts was transferred abroad, so
that investment operations are now con-
ducted from foreign locations and hence are
no longer recorded in the statistics. This fact
is reflected not least in the “balancing item”
of the balance of payments, most of which is
recorded as a statistical difference in the cap-
ital finance account of producing enterprises.
The balance of unclassifiable transactions in
the balance of payments in 1993 arose
mainly from the fact that the purchase orders
for German securities placed by domestic in-
vestors through foreign banks are recorded in
the statistics — incorrectly in economic terms —
as purchases by foreign investors, or that
purchases of foreign securities are not duly
registered. In actual fact, much of this is
probably due to transactions by enterprises
(as defined in the national accounts) — prim-
arily of self-employed persons and members
of the professions who had transferred their
asset management abroad, not least no
doubt for tax reasons.
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Housing sector

The housing sector prospered last year, in
both western and eastern Germany. In the
old Lénder it was particularly the large num-
ber of immigrants in the last few years that
led to bottlenecks in the housing markets,
which were reflected in sharp rises in rents
and thus in greater profitability of the real
property concerned. In addition, there were
government promotion measures. All this
contributed to the fact that a sharp expan-
sion in housing construction started at the
beginning of the nineties and persisted in
1993 - fostered, moreover, by lower mort-
gage rates. The focus of residential construc-
tion shifted further towards the construction
of apartment blocks, even though the de-
mand for, and the output of, owner-occupied
homes increased considerably last year. This
is shown by the fact that the total number
of completed dwellings rose by 15% to
430,000, that in buildings with one or two
dwellings - predominantly, therefore, owner-
occupied homes — by 10%. Among other
things, because dwellings in apartment
blocks can be constructed at much lower cost
than owner-occupied homes, this shift of em-
phasis had the effect that investment in hous-
ing construction, which also includes expend-
iture on the refurbishing and modernisation
of existing dwellings, increased much less (at
8% in nominal terms and 3% % in real
terms) than the number of newly built dwell-
ings. In the new Lander refurbishing meas-
ures have been in the forefront in the period
since the introduction of the Deutsche Mark
and since the associated remedying of the
shortage of building materials; in the mean-
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Capital formation and financing of the housing sector ¢
DM billion
Germany as a whole Eastern Germany Western Germany
ftem 1992 1993 1992 , 1993 1992 11993
Capital formation
Gross capital formation 1 i 195.4 ¢ 219.0 23.8 33.9 171.6 ! 185.1
Acquisition of financial assets 2 E . 6.5 - 1.0 ; 331 6.5
Total ! 197.7 ¢ 2255 2281 33.9 174.9 ¢ 191.6
Financing
Incurrence of liabilities ! 87.0 119.9 | 108 18. 76.2 1016
with banks 719 105.6 | 6.4 13. 65.5 92.4
with building and loan associations | 96 99! 341 41 6.2 5.8
with other lenders 3 551 44 10 1.0 34
Other resources 4 ! 110.7 | 105.6 | 12.0 15. 90.0
Total financing i 197.7 . 2255 | 22.8 33. 174.9 ¢ 191.6

1 Expenditure on the construction, extension and im-
provement of residential buildings. — 2 Balances with
banks. — 3 Mainly insurance enterprises. — 4 Internal
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time, more than 2 million housing units, or
almost one-third of the east German housing
stock, have been refurbished or modernised.
Last year, however, the construction of new
buildings gained momentum, with the result
that a shift of emphasis in housing construc-
tion was initiated in the new Lander as well.
Between April (when the collection of statist-
ics began) and December last year building
permits were granted for more than 70,000
dwellings — mainly in the form of apartment
block construction. This owed a great deal,
not least, to the clarification of major legal
conditions and the dismantling of manifold
investment barriers of an administrative or
financial nature, including the burden of old
debts. The assumption of about DM 30 bil-
lion of such old loans by the Federal Govern-
ment, which was approved in mid-1993, not

resources and financial transactions not recorded in the
statistics; residual.

only afforded great financial relief to east
German housing enterprises, but at the same
time enlarged their scope for new invest-
ment. All in all, demand for housing con-
struction work in the new Lander expanded
exceptionally sharply in 1993. In nominal
terms, expenditure on new construction or
on the alteration or refurbishment of residen-
tial buildings grew by two-fifths to DM 34
billion; this represented an increase of one-
third in real terms. In both parts of Germany,
taken together, DM 219 billion was therefore
invested in the housing sector last year. That
was 12 % more than a year earlier in terms of

value, and 8 % more in terms of volume.
The inflow of own funds in the housing sec-

tor failed to keep pace with the increase in
capital formation. This owed something,
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firstly, to the greater emphasis on new con-
struction and to the increased erection of
apartment blocks, which are normally fin-
anced with a higher share of external re-
sources than, for instance, the construction
of owner-occupied homes or the mainten-
ance and renovation of existing buildings.
Secondly, the manifold government promo-
tional measures, such as the tax deduction
for debtor interest or interest subsidies on
loans, foster external financing. In addition,
there was a spate of such projects at the end
of 1993 owing to the reduction of the previ-
ous tax advantages for the acquisition of
owner-occupied old dwellings under section
10e of the Income Tax Act. Changes in the
ownership of old buildings were largely fin-
anced by loans which were accompanied by
no, or few, old debts on the seller's side. As a
result, the proceeds of real estate sales ini-
tially flowed mostly into bank accounts, in-
cluding those of households. As already men-
tioned, such transactions constitute with-
drawals, and thus reduce the own funds of
the housing sector in the national accounts.

The shifts of emphasis in housing construc-
tion in both parts of Germany and the higher
turnover in old dwellings resulted in a sharp
expansion of the incurrence of liabilities in
the housing sector. The volume of external
resources required in addition amounted to
approximately DM 120 billion in 1993. This
implies an increase of just over one-third
against the preceding year. By contrast, gross
capital formation grew by one-tenth, as
noted. As is often the case at times of heavy
demand for credit, it was mainly the banks
that responded flexibly to their borrowers’
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requirements, which significantly enhanced
their role as lenders to the housing sector.
Taking the average of 1993, almost nine-
tenths of the additional construction finance
stemmed from the banks, while the remain-
ing tenth came from other institutional in-
vestors. In the old Lander, in particular, re-
course to bank funds was comparatively
heavy.

Households

Including allowances and bonuses from gov-
ernment saving promotion schemes, house-
holds raised an estimated DM 276 billion of
investible funds in 1993; that was about
1%2% less than a year earlier. There are, after
all, good reasons for the decline in saving,
given the recession in the old Lander and
falling real income. However, this picture
might appear more negative than it actually is
in some respects. For one thing, owing to
transfers of private assets abroad, the pro-
ceeds of these assets and the asset manage-
ment operations of domestic investors carried
out abroad can no longer be recorded in the
statistics. For another, the calculation of
households’ saving is distorted in the context
of transactions to finance the acquisition of
housing since insufficient information is avail-
able on shifts between financial assets and
fixed assets. As a result, not only the volume
but also the pattern of households’ saving is
subject to uncertainties.

With respect to the investment of the gener-
ally declining savings of households, the ac-
quisition of fixed assets gained ground over

Investible funds
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formation
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the accumulation of financial assets last year.
Some DM 50 billion was raised for house-
building purposes through building and loan
associations in the form of balances allocated
by the associations and repayments of such
loans; this represented a growth of 6 % over
the preceding year. Above all, households
from the new Lander for the first time took
marked advantage of their building and loan
association contracts, which were concluded
directly after the introduction of the Deut-
sche Mark, to carry out housing operations,
and apparently also to construct new build-
ings. In western Germany private savings
were apparently mobilised for the acquisition
of housing through other channels, too; for
instance, by the liquidation of bank deposits
or of securities portfolios. Such transactions,
which reduce the acquisition of financial
assets,® cannot, however, be shown separ-
ately.

In the context of the smaller acquisition of
financial assets overall, investment operations
were apparently characterised strongly by un-
certainties about future employment and in-
come trends. Moreover, in many cases inter-
est rates at the longer end of the market
were considered to be unattractive. The ef-
fects of the flat-rate tax on interest income
and its future development must also be
taken into account. All this meant that the
preference for liquid assets increased sharply,
particularly in western Germany. All in all,
private financial assets (in the definition M3)
rose by an estimated amount of over DM 140
billion in 1993. The increases were thus one-
half higher than a year before and absorbed
more than 60 % of all newly acquired private

Deutsche
Bundesbank
Monthly Report
May 1994

financial assets. The main impetus was im-
parted by savings deposits at three months’
notice, which went up by some DM 65 billion
and thus almost ten times as fast as a year
before. The particular attraction of this form
of investment for private savers can, of
course, also be ascribed to the fact that, since
the reform of the provisions governing saving
in the middle of last year, credit institutions
have offered their customers more favourable
terms or, for some time past, have granted
interest rates equivalent to those on time
deposits by paying corresponding bonuses.
At present nearly one-half of total private
savings deposits with credit institutions are
subject to special terms. At the same time,
substantial private funds flowed into (pre-
dominantly shorter-term) time accounts last
year, inter alia in connection with the spate
of sales of real estate and investment fund
units towards the end of the year. As a result,
approximately as many funds accrued in
1993 as a whole, at DM 47 billion, as a year
previously. By contrast, long-term saving with
banks lost ground. Although distinctly more
funds were invested in savings accounts at
over three months’ agreed notice, repay-
ments greatly predominated in the case of

3 On the other hand, many of the proceeds of real estate
sales, which were effected on a major scale in 1993,
likewise flowed into private financial assets, whereas the
loans required to finance the acquisition are recorded not
as households’ liabilities but as liabilities of the housing
sector. To improve the calculation of households' savings
and to conform better to international practice at the
same time, it would therefore be necessary to show total
private investment in housing and the credit transactions
associated therewith explicitly in the household sector
and not in the housing sector, as is the case at present.
Experiments in this direction have already been made
several times elsewhere in these Monthly Reports. See
Deutsche Bundesbank, West German households’ ac-
quisition of financial assets and capital formation over the
past 20 years, Monthly Report, April 1992, page 14ff.
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Saving, acquisition of financial assets and incurrence of liabilities by households ¢

DM billion
Germany as a whole Eastern Germany Western Germany

Item 1992 1993 1992 1993 1992 1993

Income and saving

Disposable income 1,999.6 2,066.5 2449 265.5 1,754.7 1,801.0

Private consumption 1,722.1 1,792.7 2121 232.2 1,510.0 1,560.5

Private saving 2775 2738 328 333 244.7 240.5

Memorandum item

Saving ratio in % 1 139 13.2 13.4 12.5 13.9 134

Capital transfers received 2 1.7 1.6 0.1 0.2 1.6 1.5

Investible funds 279.2 275.5 329 335 246.3 242.0

Acquisition of financial assets

Funds placed with banks 109.3 150.4 249 22.0 84.3 128.4
Currency and sight deposits 41.7 345 3.9 5.2 378 293
Time deposits 47.5 47.3 1.4 59 36.1 41,5
Bank savings bonds 3.1 - 204 1.7 0.5 1.4 - 209
Savings deposits 16.9 88.9 7.9 104 9.0 78.5

at statutory notice 7.5 65.1 1.4 5.0 6.1 60.1
at agreed notice 9.4 23.8 6.5 5.4 2.9 18.4

Funds placed with building and loan

associations 6.6 6.8 4.2 4.5 2.4 2.2

Funds placed with insurance enterprises 60.3 68.6 0.5 1.0 59.9 67.6

Acquisition of securities 3 60.7 - 4.2 6.3 5.0 54.5 - 9.2

of which

Investment fund units 52.6 21.3 25 2.0 50.1 19.3

Other assets 4 15.9 15.9 - - 15.9 15.9

Total 252.9 237.4 359 325 217.0 205.0

Acquisition of housing 5 50.5 533 0.8 3.7 49.7 49.6

Incurrence of liabilities & 24.2 15.3 3.8 2.7 204 12.6

Memorandum items

Total financial assets 7. 8 3,643.8 3,925.0 190.2 223.0 3,453.6 3,702.0

Total liabilities 7 1,257.7 1,354.9 32.7 40.8 1,225.0 1,314.1
Consumer credit 3385 3539 131 15.8 3254 338.1
Building loans 9 919.2 1,001.0 19.6 25.0 899.6 976.0

do. in % 10

Total financial assets 182 190 78 84 197 206

Total liabilities 63 66 13 15 70 73
Consumer credit 17 17 5 6 19 19
Building loans 46 48 8 9 51 54

1 Private saving as % of disposable income. — 2 Premiums
and bonuses in connection with government saving pro-
motion schemes. — 3 Primarily fixed-interest securities and
investment fund units. — 4 Mainly claims under company
pension commitments. — 5 Mainly outpayments of bal-
ances with building and loan associations after allocation
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of contracts, and repayments of building and loan associ-
ation loans, which are recorded as capital transfers to
housing. -— 6 For consumption purposes. — 7 End-of-year
levels. — 8 Securities at market prices. — 9 For new build-
ings and modernisations. — 10 As % of disposable in-
come.
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bank savings bonds, especially since the
banks, too, did not wish to commit funds for
longer periods in view of the declining inter-
est rate trend.

In second place, households — again mainly
those in western Germany — preferred finan-
cial investments by means of which they could
circumvent, or largely avoid, the flat-rate tax
on interest income. In this context, the units
of share-based investment funds and real
estate funds, in particular, attracted great
interest. At an estimated DM 24 billion, pri-
vate investment in this form was about three
times as high as a year earlier, and was thus
equivalent to about one-tenth of the total
acquisition of financial assets. By contrast, the
traditionally great interest in the units of
bond-based funds slackened considerably. As
in the year before, domestic units were re-
turned on a large scale on balance. Purchases
of foreign units, especially those from Luxem-
burg, fell very sharply in the course of the
year. When it became clear in the autumn of
last year that, as from January 1, 1994, the
proceeds of sales of units of cumulative
Luxemburg funds would be subjected to the
flat-rate tax on interest income if they were
sold in Germany, there was a massive spate of
selling towards the end of the year. In the
whole of 1993 the private acquisition of do-
mestic and foreign investment fund units
therefore totalled only DM 21 billion, com-
pared with DM 53 billion a year before. In the
case of direct investment in bonds and shares,
while turnover increased last year, sales pre-
dominated on balance.
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As usual in periods of declining saving, con-
tractual saving outside the banks increased
distinctly in significance last year owing to its
greater consistency. Investment with building
and loan associations benefited particularly
from the wish of east German savers to im-
prove their housing conditions. In western
Germany the introduction of the flat-rate tax
on interest income apparently boosted insur-
ance business to some extent. This is perhaps
suggested by the increased conclusion of
pension insurance contracts against one-off
contributions, which remained a success in
the market in 1993. In the case of insurance
contracts of this type, the payment of a life-
long largely tax-free pension starts immedi-
ately after the contract has been completed.
On the other hand, in view of their difficult
business position, enterprises perceptibly re-
stricted their direct insurance contracts in fa-
vour of improved company old-age provision

for their employees.

Parallel to the acquisition of financial assets,
German households’ propensity to incur liab-
ilities for consumption purposes decreased
distinctly. At DM 15 billion, the incurrence of
additional liabilities in 1993 was one-third
lower than a year earlier. The main reasons
for this were primarily the worse income situ-
ation and the cloudier economic prospects in
western Germany, which noticeably curbed
purchases of consumer durables as well. Re-
gistrations of new passenger cars in Germany
as a whole in 1993 were almost one-fifth
lower than a year before. Recourse to longer-
term personal loans, with which households
usually finance a large part of their car pur-
chases, decreased to about the same extent.
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Restraint was also evident in the case of the
incurrence of short-term liabilities, above all
by means of overdrafts, which are generally
used for a variety of purposes. New borrow-
ing of this kind came to only one-quarter of
the 1992 amount. At the end of 1993 private
consumer liabilities reached the magnitude of
about DM 354 billion, and thus accounted
for roughly 17 % of German households’ dis-

34

posable income. Including liabilities arising
from the financing of housing construction,
households’ debt ratio averaged 66 %. At the
same time, financial assets (including securit-
ies holdings at market prices) amounted to an
estimated DM 3.9 trillion, just over DM 220
billion of which was accounted for by east
German residents.
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The tables accompanying this article
appear on the following pages.
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Capital finance account for 1993 r
Germany as a whole

DM billion
Sector Enterprises
All domestic
Producing non-financial
Households Total enterprises 1 | Housing Government 2 |sectors

Item 1 2 (2 a) (2 b) 3 4
Capital formation
Gross capital formation 577.25 358.27 218.98 85.70 662.95
Consumption of fixed capital 392.25 293.86 98.39 23.86 416.11
Net capital formation 185.00 64.41 120.59 61.84 246.84
Saving and capital transfers 222.19 - 7.80 -14.99 7.19 - 40.04 174.35
Saving 273.82 -101.12 - 55.27 - 4585 457 177.27
Capital transfers (net) -51.63 93.32 40.28 53.04 - 4461 - 292
Financial surplus or deficit 4 222.19 -192.80 -79.40 -113.40 -101.88 -72.49
Statistical discrepancy 5 - 17.34 -17.34 -17.34
Acquisition of financial assets
Funds placed with banks 146.02 76.16 69.66 6.50 25.47 247.64

Currency and sight deposits 34.51 60.03 53.53 6.50 12.06 106.61

Time deposits 22.61 16.29 16.29 . 13.46 52.36

Savings deposits 88.89 - 0.16 - 0.16 - 0.06 88.67
Funds placed with building and loan
associations 6.78 0.07 0.07 - 0.01 6.83
Funds placed with insurance enterprises 68.59 0.70 0.70 0.09 69.37
Acquisition of money market paper - 143 2.20 2.20 0.01 0.78
Acquisition of bonds - 396 4.90 4.90 0.81 1.75
Acquisition of shares - 6.20 - 078 - 0.78 1.13 - 5385
External position of the Bundesbank
Bank loans

Short-term bank loans

Longer-term bank loans
Building and loan association loans
Insurance enterprise loans . . . . .
Other claims 6 27.66 62.39 62.13 . 26.04 116.08
Total 237.44 145.64 138.87 6.50 53.52 436.60
Incurrence of liabilities and issue of shares
Funds placed with banks

Currency and sight deposits

Time deposits

Savings deposits
Funds placed with building and loan
associations
Funds placed with insurance enterprises . . . .
Sales of money market paper - 039 - 0.39 - 6.38 - 6.77
Sales of bonds 92.20 92.20 . 134.55 226.75
Issue of shares 13.27 13.21 0.06 13.27
External position of the Bundesbank . . . . . .
Bank loans 15.92 200.02 94.42 105.60 21.98 237.92

Short-term bank loans 1.02 - 821 -11.9 3.70 - 159 - 878

Longer-term bank loans 14.89 208.23 106.33 101.91 23.57 246.70
Building and loan association loans . 8.61 - 1.30 9.91 0.26 8.87
Insurance enterprise loans - 042 0.62 - 438 5.00 - 012 0.08
Other liabilities 6 - 0.24 41.44 41.84 - 0.66 5.11 46.30
Total 15.25 355.77 235.61 119.90 155.40 526.43

1 Including Treuhand agency. — 2 Including social security funds and
special funds. — 3 Credit institutions including the Bundesbank. —
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Financial sectors Sector
Building
and loan Insurance Rest of the
Total Banks 3 associations enterprises world All sectors
5 (5 a) (5 b) (509 6 7 Item
Capital formation
16.86 10.26 0.24 6.36 . 679.81 ; Gross capital formation
8.70 5.98 0.12 2.60 L3 424.81 | Consumption of fixed capital
8.16 4.28 0.12 3.76 255.00 ;| Net capital formation
39.50 29.82 0.18 9.50 41.15 255.00 | Saving and capital transfers
39.70 29.82 0.18 9.70 38.03 255.00 | Saving
- 0.20 . . - 0.20 3.12 . | Capital transfers (net)
31.34 25.54 0.06 5.74 41.15 Financial surplus or deficit 4
172.34 Statistical discrepancy 5
Acquisition of financial assets
38.32 - 0.27 38.59 58.94 344.89 | Funds placed with banks
0.04 - 075 0.79 18.45 125.10 Currency and sight deposits
38.28 0.48 37.80 37.02 127.66 { Time deposits
- 0.01 - 0.01 3.47 92.13 Savings deposits
Funds placed with building and loan
0.10 0.10 - 0.18 6.75 | associations
. . . . 0.23 69.61 | Funds placed with insurance enterprises
0.47 0.67 0.01 - 021 15.23 16.48 | Acquisition of money market paper
195.30 164.18 1.69 29.43 213.65 410.70 | Acquisition of bonds
29.81 23.17 1.15 5.50 12.69 36.65 | Acquisition of shares
-22.78 -22.78 - 2.65 - 25.44 | External position of the Bundesbank
384.58 384.58 384.58 ' Bank loans
99.68 99.68 99.68 Short-term bank loans
284.89 284.89 . 284.89 Longer-term bank loans
10.29 10.29 . 10.29 ; Building and loan association loans
3.83 . 3.83 . 3.83 | insurance enterprise loans
. . . . 11.94 128.02 | Other claims 6
639.90 549.90 12.86 77.14 309.85 1,386.34 | Total
Incurrence of liabilities and issue of shares
344.89 344.89 344.89 | Funds placed with banks
125.10 125.10 125.10 Currency and sight deposits
127.66 127.66 127.66 Time deposits
92.13 92.13 92.13 Savings deposits
Funds placed with building and loan
6.75 6.75 . 6.75 | associations
69.61 . 69.61 . 69.61 | Funds placed with insurance enterprises
24.20 24.20 . - 0.95 16.48 : Sales of money market paper
151.97 151.49 0.48 . 31.98 410.70 : Sales of bonds
6.24 5.25 0.03 0.96 17.14 36.65 | Issue of shares
- 2.65 - 2.65 . . -22.78 _25.44 | External position of the Bundesbank
5.54 5.27 0.26 141.12 384.58 | Bank loans
0.50 0.26 0.24 107.96 99.68 Short-term bank foans
5.04 . 5.02 0.02 33.16 284.89 Longer-term bank loans
- 0.09 - 0.09 . - 0.00 1.51 10.29 | Building and loan association loans
0.27 . 0.27 . 3.48 3.83 | Insurance enterprise loans
1.85 1.28 . 0.57 79.86 128.02 | Other liabilities &
608.56 524.36 12.80 71.40 251.36 1,386.34 | Total
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Capital finance account for 1992 r
Germany as a whole

DM billion
Sector Enterprises
All domestic
Producing non-financial
Households Total enterprises 1 |Housing Government 2 |sectors

ltem 1 2 (2 a) (2 b) 3 4
Capital formation
Gross capital formation 598.52 403.13 195.39 84.89 683.41
Consumption of fixed capital 367.03 276.29 90.74 22.43 389.46
Net capital formation 231.49 126.84 104.65 62.46 293.95
Saving and capital transfers 228.72 13.53 - 6.47 20.00 - 16.01 226.24
Saving 277.53 - 78.97 - 48.09 -30.88 30.43 228.99
Capital transfers (net) -48.81 92.50 41.62 50.88 -46.44 - 275
Financial surplus or deficit 4 228.72 -217.96 - 13331 -84.65 -78.47 -67.71
Statistical discrepancy 5 3.83 3.83 3.83
Acquisition of financial assets
Funds placed with banks 104.92 81.21 78.91 2.30 - 3.08 183.05

Currency and sight deposits 41.74 78.96 76.66 2.30 -13.19 107.51

Time deposits 46.29 2.32 2.32 10.62 59.23

Savings deposits 16.89 - 006 - 0.06 - 0.52 16.32
Funds placed with building and loan
associations 6.63 0.07 0.07 0.04 6.74
Funds placed with insurance enterprises 60.34 - 0.12 - 012 0.07 60.29
Acquisition of money market paper 3.13 2.18 2.18 0.03 5.33
Acquisition of bonds 56.58 7.22 7.22 - 2.09 61.71
Acquisition of shares - 2.05 17.08 17.08 0.47 15.50
External position of the Bundesbank
Bank loans

Short-term bank loans

Longer-term bank loans
Building and loan association loans
Insurance enterprise loans . . . . .
Other claims & 23.33 10.42 9.7 32.76 66.50
Total 252.88 118.06 115.05 2.30 28.20 399.13
Incurrence of liabilities and issue of shares
Funds placed with banks

Currency and sight deposits

Time deposits

Savings deposits
Funds placed with building and loan
associations
Funds placed with insurance enterprises . . . .
Sales of money market paper - 0.75 - 075 2.29 1.54
Sales of bonds 42.58 42.58 . 142.95 185.54
Issue of shares 11.79 11.73 0.06 11.79
External position of the Bundesbank . . . . . .
Bank loans 23.28 208.99 137.14 71.85 -33.98 198.30

Short-term bank loans 4.10 24.26 22.19 2.06 5.67 34.03

Longer-term bank loans 19.19 184.73 114.94 69.79 -39.65 164.27
Building and loan association loans . 8.28 - 134 9.62 0.53 8.80
Insurance enterprise loans 0.58 5.22 - 128 6.50 - 2.18 3.61
Other liabilities & 0.29 56.09 56.46 - 1.08 - 294 53.44
Total 24.16 332.19 244.54 86.95 106.67 463.01

1 Including Treuhand agency. — 2 Including social security funds and
special funds. — 3 Credit institutions including the Bundesbank. —

Deutsche Bundesbank

38

4 Saving and capital transfers (net) less net capital formation. —
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Financial sectors Sector
Building
and loan Insurance Rest of the
Total Banks 3 associations  ienterprises world All sectors
5 (5 a) (5 b) (50 6 7 ftem
Capital formation
18.74 12.47 0.19 6.08 702.15 | Gross capital formation
7.89 5.44 0.12 2.33 397.35 | Consumption of fixed capital
10.85 7.03 0.07 3.75 304.80 | Net capital formation
38.10 28.98 0.22 8.90 40.46 304.80 | Saving and capital transfers
38.40 29.08 0.22 9.10 37.41 304.80 | Saving
- 0.30 - 0.10 . - 0.20 3.05 . : Capital transfers (net)
27.25 21.95 0.15 5.15 40.46 Financial surplus or deficit 4
- 3.83 Statistical discrepancy 5
Acquisition of financial assets
22.65 0.20 22.46 74.68 280.38 | Funds placed with banks
1.74 0.79 0.95 12.61 121.85 Currency and sight deposits
20.90 - 0.59 21.49 58.57 138.69 Time deposits
0.01 . 0.01 3.50 19.83 Savings deposits
Funds placed with building and loan
- 0.05 - 0.05 0.03 6.72 | associations
. . . 0.22 60.51 | Funds placed with insurance enterprises
- 7.02 - 7.02 0.00 . - 294 - 4.63 | Acquisition of money market paper
166.50 131.87 4.05 30.57 132.29 360.49 | Acquisition of bonds
25.35 16.53 0.39 8.43 - 7.88 32.97 i Acquisition of shares
52.91 52.91 -14.80 38.11 | External position of the Bundesbank
199.62 199.62 199.62 | Bank loans
17.78 17.78 17.78 Short-term bank loans
181.84 181.84 . 181.84 Longer-term bank loans
7.99 7.99 . 7.99 | Building and loan association loans
6.26 6.26 . 6.26 | Insurance enterprise loans
. . . . 14.21 80.71 ; Other claims 6
474.20 393.86 12.63 67.71 195.81 1,069.14 | Total
Incurrence of liabilities and issue of shares
280.38 280.38 280.38 | Funds placed with banks
121.85 121.85 121.85 Currency and sight deposits
138.69 138.69 138.69 Time deposits
19.83 19.83 19.83 Savings deposits
Funds placed with building and loan
6.72 6.72 . 6.72 | associations
60.51 . 60.51 . 60.51 | Funds placed with insurance enterprises
- 490 - 4.90 . - 127 ~ 4.63 | Sales of money market paper
106.52 106.12 0.40 . 68.44 360.49 | Sales of bonds
5.44 3.89 0.14 141 15.74 32.97 : Issue of shares
-14.80 -14.80 . . 52.91 38.11 | External position of the Bundesbank
5.24 5.18 0.06 - 392 199.62 | Bank loans
0.98 0.86 0.12 ~-17.22 17.78 Short-term bank loans
4.26 . 4.32 - 0.06 13.31 181.84 Longer-term bank loans
- 0.04 - 0.05 . 0.01 - 077 7.99 | Building and loan association loans
0.04 . 0.04 . 2.60 6.26 | Insurance enterprise loans
1.85 1.28 . 0.57 25.43 80.71 | Other liabilities 6
446.95 371.91 12.48 62.56 159.17 1,069.14 | Total
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Financial assets and liabilities in 1993 ¢
Germany as a whole

End-of-year level in DM billion

Sector Enterprises
All domestic
Producing non-financial
Households Total enterprises 1 [Housing Government 2 {sectors
Item 1 2 (2 a) (2 b) 3 4
Financial assets
Funds placed with banks 1,746.8 746.7 717.6 29.2 3103 2,803.9
Currency and sight deposits 368.6 478.7 449.6 29.2 426 889.9
Time deposits 528.1 263.6 263.6 . 263.3 1,055.0
Savings deposits 850.2 4.4 4.4 . 4.5 859.0
Funds placed with building and loan
associations 1455 2.4 24 . 0.9 148.8
Funds placed with insurance enterprises 8279 45.3 453 . 2.5 875.7
Assets in the form of money market paper 12.8 17.8 17.8 . 0.2 30.8
Assets in the form of bonds 669.0 1747 174.7 . 33.% 876.9
Assets in the form of shares 74.2 220.1 220.1 . 18.0 3123
External position of the Bundesbank
Bank loans
Short-term bank loans
Longer-term bank loans
Building and loan association loans
Insurance enterprise loans
Other claims 4 311.7 610.8 614.8 . 111.4 1,033.9
Total 3,788.0 1,817.9 1,792.7 29.2 476.4 6,082.2
Liabilities and shares outstanding
Funds placed with banks
Currency and sight deposits
Time deposits
Savings deposits
Funds placed with building and loan
associations
Funds placed with insurance enterprises
Liabilities arising from money market paper . . . . 333 333
Liabilities arising from bonds . 209.5 209.5 . 846.2 1,055.6
Shares outstanding . 262.2 259.5 2.7 . 262.2
External position of the Bundesbank
Bank loans 326.7 2,580.1 1,548.9 1,031.2 620.6 3,527.5
Short-term bank ioans 76.1 521.3 495.5 25.7 343 631.6
Longer-term bank loans 250.7 2,058.9 1,053.4 1,005.5 586.3 2,895.8
Building and loan association loans . 157.4 0.0 157.4 2.8 160.2
Insurance enterprise loans 20.1 175.2 77.2 98.0 36.0 2313
Other liabilities 4 7.1 666.8 647.7 23.1 47.3 721.2
Total 353.9 4,051.2 2,742.8 1,312.4 1,586.1 5,991.3
Net claims or liabilities 5 3,434.0 -2,233.3 - 950.0 -1,283.3 -1,109.8 90.9
1 Including Treuhand agency, — 2 Including social security funds and the subsectors, including intra-sectoral claims and liabilities. — 5 Finan-
special funds. — 3 Credit institutions including the Bundesbank. — 4 in cial assets less liabilities and shares outstanding.
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Financial sectors Sector
Building
and loan Insurance Rest of the
Total Banks 3 associations  {enterprises world All sectors
5 (5a) (5b) (50 6 7 Item
Financial assets
389.2 12.1 377.0 511.3 3,704.3 ' Funds placed with banks
11.2 2.2 9.0 111.0 1,012.1 Currency and sight deposits
377.6 10.0 367.6 382.5 1,815.1 Time depaosits
0.4 0.4 17.7 877.1 Savings deposits
Funds placed with building and loan
1.0 1.0 0.6 150.4 . associations
3.3 879.0 . Funds placed with insurance enterprises
1.1 10.6 0.0 0.5 18.6 60.5 | Assets in the form of money market paper
1,218.2 920.7 24.4 273.2 630.3 2,725.4 | Assets in the form of bonds
161.7 101.1 3.0 57.6 63.2 537.2 ¢ Assets in the form of shares
122.8 122.8 25.1 147.9 | External position of the Bundesbank
4,287.7 4,287.7 4,287.7 . Bank loans
1,053.1 1,053.1 1,053.1 Short-term bank loans
3,2346 3,234.6 3,234.6 tonger-term bank loans
164.7 164.7 . 164.7 | Building and loan association loans
2455 2455 245.5 | Insurance enterprise loans
424.8 1,458.7 | Other claims 4
6,601.8 5,443.8 204.2 953.8 1,677.2 14,361.3 | Total
Liabilities and shares outstanding
3,704.3 3,704.3 3,704.3 | Funds placed with banks
1,012.1 1,012.1 1,012.1 Currency and sight deposits
1,815.1 1,815.1 1,815.1 Time deposits
877.1 877.1 8771 Savings deposits
Funds placed with building and loan
150.4 150.4 . 150.4  associations
879.0 879.0 879.0 | Funds placed with insurance enterprises
26.2 26.2 . 1.0 60.5 ! Liabilities arising from money market paper
1,283.2 1,281.3 1.8 . 386.6 2,725.4 ; Liabilities arising from bonds
56.0 384 2.0 15.6 219.0 537.2 : Shares outstanding
25.1 25.1 122.8 147.9 | External position of the Bundesbank
321 30.1 2.0 728.2 4,287.7  Bank loans
9.5 8.5 1.0 412.0 1,053.1 Short-term bank loans
22.6 216 1.0 316.2 3,234.6 Longer-term bank loans
0.9 0.9 . 0.0 35 164.7 : Building and loan association loans
1.2 1.2 13.0 245.5 : Insurance enterprise loans
331 21.4 11.7 704.4 1,458.7 | Other liabilities 4
6,191.5 5,097.7 185.6 908.3 2,178.5 14,361.3 | Total
410.3 346.1 18.7 45.5 - 501.2 Net claims or liabilities 5
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Financial assets and liabilities in 1992 ¢

Germany as a whole

End-of-year level in DM billion

Sector Enterprises
All domestic
Producing non-financial
Households Total enterprises 1 |Housing Government 2 }sectors

Item 1 2 (2 a) (2 b) 3 4

Financial assets

Funds placed with banks 1,600.8 671.7 649.1 22.7 284.0 2,556.6
Currency and sight deposits 3344 419.2 396.5 22.7 29.7 7833
Time deposits 505.4 247.7 247.7 249.8 1,003.0
Savings deposits 761.0 49 49 45 7703

Funds placed with building and loan

associations 138.7 2.3 23 0.9 142.0

Funds placed with insurance enterprises 759.3 44.6 44.6 2.4 806.3

Assets in the form of money market paper 14.2 15.6 15.6 0.2 30.0

Assets in the form of bonds 673.0 165.8 165.8 323 871.1

Assets in the form of shares 80.4 220.9 220.9 16.8 318.1

External position of the Bundesbank

Bank loans
Short-term bank loans
Longer-term bank loans

Building and loan association loans

Insurance enterprise loans . . .

Other claims 4 286.1 547.0 551.2 2134 1,046.5

Total 3,552.6 1,667.9 1,649.5 22.7 550.0 5,770.6

Memo item: at market prices

Bonds 667.6 167.8 167.8 343 869.7

Shares 177.0 4235 4235 48.6 649.2

Liabilities and shares outstanding

Funds placed with banks
Currency and sight deposits
Time deposits
Savings deposits

Funds placed with building and loan

associations

Funds placed with insurance enterprises .

Liabilities arising from money market paper 0.4 0.4 39.6 40.0

Liabilities arising from bonds 117.3 1173 . 711.6 828.9

Shares outstanding 245.4 2427 2.7 . 245.4

External position of the Bundesbank . .

Bank loans 310.6 2,389.5 1,463.3 926.2 570.7 3,270.8
Short-term bank loans 75.0 547.5 525.2 22.3 37.0 659.6
Longer-term bank loans 235.6 1,841.9 938.0 903.9 533.6 2,611.1

Building and loan association loans . 147.5 0.0 147.5 2.5 150.1

Insurance enterprise loans 20.6 174.6 81.6 93.0 36.1 231.2

Other liabilities 4 7.3 749.7 730.2 23.7 42.0 799.0

Total 338.5 3,824.3 2,635.4 1,193.1 1,402.6 5,565.4

Memo item: at market prices

Bonds 102.4 102.4 . 7329 835.4

Shares 704.8 697.1 7.7 . 704.8

Net claims or liabilities 5 3,214 -2,156.4 ~- 9859 -1,170.5 - 8525 205.2

1 Including Treuhand agency. — 2 Including social security funds and
special funds. — 3 Credit institutions including the Bundesbank. — 4 In
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Financial sectors Sector
Building
‘and loan Insurance Rest of the
Tptal Banks 3 associations enterprises world All sectors
5 5 a) (5 b) 50 6 7 Item
Financial assets
350.9 12.4 338.4 441.6 3,349.1 Funds placed with banks
1.1 2.9 8.2 92.5 886.9 Currency and sight deposits
339.3 9.5 329.8 334.9 1,677.2 Time deposits
04 04 14.3 785.0 . Savings deposits
: Funds placed with building and loan
0.9 0.9 0.8 143.6 | associations
. 3.1 809.4 : Funds placed with insurance enterprises
10.6 10.0 . 0.7 34 44.0 : Assets in the form of money market paper
1,022.9 756.5 22.7 243.7 416.7 2,310.7 : Assets in the form of bonds
129.7 75.7 1.9 52.1 50.5 498.3 . Assets in the form of shares
144.0 144.0 27.7 171.6 : External position of the Bundesbank
3,871.8 3,871.8 3,871.8 | Bank loans
952.0 952.0 952.0 Short-term bank loans
2,919.8 2,919.8 . 2,919.8 Longer-term bank loans
153.1 153.1 . 153.1 | Building and ioan association loans
241.7 . 241.7 . 241.7 | Insurance enterprise loans
. . . . 409.0 1,455.5 ¢ Other claims 4
5,925.4 4,858.8 190.1 876.5 1,352.8 13,048.8 Total
Memo item: at market prices
1,053.0 777.1 23.4 252.6 428.3 2,351.0 . Bonds
276.4 133.2 2.0 141.2 128.3 1,053.9 | Shares
Liabilities and shares outstanding
3,349.1 3,349.1 3,349.1 | Funds placed with banks
886.9 886.9 886.9 Currency and sight deposits
1,677.2 1,677.2 1,677.2 Time deposits
785.0 785.0 785.0 Savings deposits
Funds placed with building and loan
143.6 143.6 . 143.6 | associations
809.4 809.4 809.4 | Funds placed with insurance enterprises
2.0 2.0 . 2.0 44.0 | Liabilities arising from money market paper
1,127.2 1,125.8 14 . 354.6 2.310.7 | Liabilities arising from bonds
51.4 35.1 1.6 14.6 201.6 498.3 | Shares outstanding
27.7 27.7 144.0 171.6 : External position of the Bundesbank
26.5 24.8 1.7 574.5 3,871.8 : Bank loans
9.0 8.2 0.8 283.4 952.0 Short-term bank loans
17.6 16.6 1.0 281.1 2,919.8 Longer-term bank loans
1.0 1.0 . 0.0 2.0 153.1 ; Building and loan association loans
0.9 0.9 9.5 241.7 | Insurance enterprise loans
31.2 20.1 . 11.1 625.2 1,455.5 | Other fiabilities 4
5,570.1 4,560.8 172.4 836.9 1,913.3 13,048.8 : Total
Memo item: at market prices
1,161.1 1,159.6 1.5 . 354.6 2,351.0  Bonds
147.5 100.8 46 42.1 201.6 1,053.9 : Shares
355.4 298.0 17.7 39.7 - 560.6 Net claims or liabilities 5
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Germany’s international competitive-
ness was exposed to severe difficulties
during the early nineties. This owed a
great deal to both the escalation in do-
mestic costs and the sustained neglect
of structural rigidities. At times these
pressures were intensified on the ex-
change rate side by the sharp depreci-
ation of a number of European curren-
cies. However, the necessary exchange
rate adjustment has now been initiated.

Preliminary remarks

Germany’s competitive position has recently
been strengthened from various angles. A
welcome change in wage rate policy has led
to wage agreements which are more consist-
ent with market conditions, and has im-
proved the adaptability of the economy this
year thanks to moderate pay settlements and
significant indications of greater flexibility.
Enterprises have made considerable efforts to
reduce costs, and conditions in European for-
eign exchange markets have eased. Despite
this, there have been a number of complaints
that the German economy, at least from the
point of view of costs, has still not done
nearly enough to improve its competitive-
ness. This claim is usually substantiated em-
pirically by reference to the fact that unit
labour costs in manufacturing in Germany
have been rising fast relative to those in for-
eign trading partner countries. This disreg-
ards the fact that, according to other in-
dicators, Germany’s competitive position has
been holding up well.
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It is against this background that the various
yardsticks of the real exchange rate of the
Deutsche Mark and their conceptual differ-
ences with respect to their suitability as in-
dicators of Germany’s international compet-
itiveness are analysed in the present article.

The international competitiveness of an eco-
nomy follows from the interplay of a number
of price and non-price factors. The cost and
price relationships between the economy
concerned and its foreign competitors, duly
adjusted for exchange rate changes, are of
paramount importance in this context. Of
course, other variables, such as product qual-
ity, after-sales service, punctual delivery and,
not least, innovatory prowess and flexibility,
also influence an economy’s international
competitiveness.

When making international comparisons, na-
tional costs and prices, with due regard to
the ruling (nominal) exchange rates, must be
expressed in a common currency. The move-
ment of the resultant relative costs and prices
can also be interpreted, formally, as the
movement of exchange rates after “defia-
tion” by relative international cost and price
movements — hence the term “real” ex-
change rates (for a more detailed explanation
see the chart opposite). These are major in-
dicators of a country’s competitiveness. How-
ever, it must always be remembered that, for
the reasons mentioned at the beginning,
these yardsticks can never reproduce the en-
tire competition scenario in all its complexity;
they address only one aspect - albeit a par-
ticularly important one — namely, competitive-
ness in terms of costs or prices.
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Real exchange rate:
concept and definition

The real exchange rate of a currency
(k), in its simplest form, is the nominal
exchange rate after adjustment for
the price differential between foreign
goods and domestic goods:

k = w(Pa/Pi),

where

w denotes the nominal exchange rate
of the currency in question, ex-
pressed in terms of the domestic
currency per unit of the foreign cur-
rency (e.g. DM per $)

Pa denotes the foreign price of an
article, expressed in terms of the
foreign currency, and

Pi denotes the domestic price of the
same article, expressed in terms of
the domestic currency.

The reciprocal of the real exchange
rate of a currency is the real external
value (r), which can be calculated cor-
respondingly as a price-adjusted nom-
inal external value:

r = % = ¥% (Pi/Pa).

The real external value can also be in-
terpreted as the price differential be-
tween domestic prices (Pi) and foreign
prices expressed in terms of the do-
mestic currency (wPa):

r = Pi/(wPa).

A real appreciation of a currency is

therefore tantamount to

- a decrease in the real exchange
rate,

- an increase in the real external
value,

- an increase in domestic prices com-
pared with foreign prices (expressed
in terms of the domestic currency).

Deutsche Bundesbank



Alternative
measurement
tools

When comparing cost and price differentials
between two countries, one is generally de-
pendent on indices that prevent any conclu-
sions being drawn as to the respective levels;
they only indicate changes from a specified
base period. This applies even more where —
as is usually the case — cost or price differ-
entials vis-a-vis a group of partner countries
are to be determined, because in this case it
is necessary to convert the relevant exchange
rates into an appropriate external value in-
dex. The weighted external value of the Deut-
sche Mark, as regularly calculated and pub-
lished by the Bundesbank, comprises the cur-
rencies of 18 industrial countries.! The re-
spective bilateral external value indices are
combined therein with the external trade
weights to form a geometrically weighted
index of the external value of the Deutsche
Mark. in all the concepts of the real exchange
rate used here, the weighted external value
of the Deutsche Mark, calculated in this way,
is employed as a yardstick of the (nominal)
exchange rate.

The various indicators of competitiveness in
price terms and in cost terms differ only in
respect of the cost and price indices used for
the purpose of “deflating”. Incidentally, the
external trade weights underlying the calcula-
tion of the external value index are also em-
ployed for the cost and price indices. Of the
many variables which could be used for
measuring cost and price movements at
home and abroad, five indicators to which
particular importance is attached in interna-
tional comparisons are analysed below:

~ foreign trade prices,
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unit labour costs in manufacturing,

i

unit labour costs in the enterprise sector as
a whole,

deflators of total expenditure (as defined in
the national accounts), and

— consumer prices.

Real exchange rates on the basis of for-
eign trade prices

When choosing a suitable cost or price in-
dicator, it seems reasonable to begin with
relative foreign trade prices because they dir-
ectly reflect price changes in internationally
traded goods. International comparisons
show, however, that the relative export prices
of individual countries do not differ very much
from one another; this is particularly true
when the prices of comparatively “homogen-
eous” goods, such as standardised industrial
primary products and raw materials, are com-
pared with one another. After all, this price
convergence is simply the outcome of strong
global competition on the world market.
What is of real interest, the “starting point” of
each competitor — that is to say, the com-
petitiveness of the various suppliers — is re-

flected therein to only a limited degree.

1 Germany's competitive position with respect to certain
other countries, particularly the countries in transition in
central and eastern Europe and the newly industrialising
countries in Asia, is not being examined in the present
survey. For details of the calculation of the weighted
external value of the Deutsche Mark, see Deutsche Bun-
desbank, Revision of the method of calculating the ex-
ternal value of the Deutsche Mark and foreign curren-
cies, Monthly Report, April 1989, page 43ff.
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Another drawback is the fact that the choice
of the categories of goods considered in a
comparison of foreign trade prices is con-
fined from the outset to products where the
exporters concerned have already demon-
strated their competitiveness. Uncompetitive
goods which have virtually no markets
abroad are typically “under-represented” in
such price indices, or fail to appear in them at
all. This is particularly true when unit values
are used, which are based on the current
combination of goods in each case. Incident-
ally, export price indices completely disregard
the prices of services, even though these are
traded internationally. Finally, the fact that
the comparability of relative export prices is
impaired by national differences (some of
them significant) in the pattern of merchand-
ise exports also turns out to be a disadvant-
age in this context. Raw materials, semi-
finished goods or farm produce may make up
a substantial share of the product range in
one country, while industrial products pre-
dominate in another, with the result that the
latter country is less affected by fluctuations
in raw materials prices. Generally speaking,
therefore, if only because of these qualifica-
tions, foreign trade prices are not a particu-
larly suitable yardstick for measuring the
competitiveness of an economy.

Nevertheless, a commonly used indicator is
the concept of relative foreign trade prices in
the form of the terms of trade, the (average)
real relationship between the prices of a
country’s imports and exports. The terms of
trade are generally calculated on the basis of
indices of export and import unit values or on
the basis of export and import price indices.
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However, the trend in these ratios is by no
means an unequivocal indication of a corres-
ponding change in a country’s competitive
position. This became evident, for instance,
towards the end of the seventies and at the
beginning of the eighties, when a dramatic
decline was registered in the relationship be-
tween Germany's merchandise exports and
imports measured in this way. This was a
reflection, firstly, of the higher cost of import-
ing petroleum as a result of the increase in oil
prices due to the second oil crisis and, sec-
ondly, of the exchange-rate-related pressure
on export prices in view of the strength of the
dollar in the early eighties. This trend there-
fore suggested to only a very limited degree
that Germany’s competitiveness was improv-
ing. Conversely, the upturn in the terms of
trade in the mid-eighties can hardly be seen
as an unequivocal indication that Germany’s
competitive position was deteriorating, since
it owed something both to the sharp fall in oil
prices which began at that time and to the
recovery of the Deutsche Mark after a period
of weakness in the early eighties. On the
other hand, the subsequent trend is to be
seen essentially in connection with the do-
mestic impediments to competitiveness men-
tioned earlier in this article. Regarding more
recent developments, it must also be remem-
bered that the two terms-of-trade concepts -
on the basis of prices and on the basis of unit
values — are now diverging sharply (in con-
trast to ealier trends). This probably means
that over the years the structure of the Ger-
man foreign trade flows has increasingly de-
parted from the composition of the “index
basket” which dates back to 1985 and



Problems posed
by price indic-
ators in general

Terms of Trade
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1 Unit values are subject to major uncertainties in the course of 1993 owing to changes in the recording of

foreign trade at the beginning of that year.
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which still forms the basis for calculating Ger-
many’s foreign trade prices.

Irrespective of the aforementioned specific
problems posed by real exchange rates on
the basis of foreign trade prices, objections of
principle are sometimes raised against ex-
change rate concepts based on price indices
on the grounds that such indicators reflect
changes in competition only with a certain
lag. The reason for this is that exporters ini-
tially try to defend their market shares by
making price concessions, although this is a
strategy which they possibly cannot maintain
in the long run. While enterprises are quite
capable of retaining their market position
abroad in the shorter term, even if this means
incurring a considerable squeeze of their
profit margins, sustained cost differences

cannot be offset in this way. Consequently,
over the longer term the ability to remain
competitive in international markets is deter-
mined chiefly by the movement of relative
costs. To that extent, real exchange rates
based on cost comparisons have assumed the
function of a leading indicator for economic
policy makers, whereas the corresponding
price relationships tend to “lag behind”.

Real exchange rates on the basis of unit
labour costs in manufacturing

The most common yardsticks used interna-
tionally for measuring the real exchange rate
as an indicator of competitiveness are there-
fore based on unit labour cost relationships.
The unit labour costs in manufacturing are
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Real external value of the Deutsche Mark *

1975 = 100, annual or quarterly averages
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* Weighted external value of the Deutsche Mark against the currencies of 18 industrial countries (external
value on the basis of unit labour costs in manufacturing, excluding those in Greece and Ireland). Weighting in
accordance with the Bundesbank's calculations of external values. Source of the data on unit labour costs:

OECD.

Deutsche Bundesbhank

frequently used in such calculations because
manufactured products generally make up by
far the greatest share of the goods traded
internationally by industrial countries. In
1992, for example, manufactured products
accounted for almost 97 % of west German
merchandise exports and almost 88 % of its
imports.

Judging by the trend in the real exchange
rate on the basis of unit labour costs in
manufacturing, Germany's competitive posi-
tion has deteriorated downright dramatically
since the middle of the eighties. After elimin-
ating exchange rate fluctuations, between
1985 and 1993 unit labour costs in manufac-
turing rose 40 % faster in Germany than they
did abroad. Admittedly, about two-thirds of
this increase occurred between 1985 and
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1987 — probably not least in connection with
the sharp appreciation of the Deutsche Mark.
Germany’s manufacturing sector recorded a
second surge in costs, compared with its for-
eign competitors, in the early nineties. The
signs of cyclical overheating in the west Ger-
man economy, which were partly due to uni-
fication, resulted in wage settlements which
far exceeded the growth in productivity. In
addition to that, some European partner cur-
rencies depreciated significantly in the wake
of the currency turbulence between the au-
tumn of 1992 and the summer of 1993,

However, this indicator probably does not
provide an accurate picture of Germany's in-
ternational competitiveness. The very fact
that the heavy relative cost burden in arith-
metical terms between 1985 and 1987 was

Limited inform-
ative value



Significance of
the intermed-
ate input from
other sectors

followed by a boom in Germany’s exports,
with unprecedented surpluses on the Ger-
man balance of trade, gives cause for doubt-
ing the informative value of the movement of
unit labour cost relationships as an indicator
of the international competitiveness of the

manufacturing sector.

The supposition that the real exchange rate
calculated in this way grossly overstates the
changes in Germany’s competitiveness is also
confirmed in the end by the fact that labour
costs in manufacturing account for only a
minor part of overall production costs. Al-
though labour costs — in terms of the value
added — constitute by far the most significant
cost factor in the manufacturing sector, with
a share of 70 %, in relation to the total value
of the finished product (in other words, in-
cluding the intermediate work undertaken by
other domestic sectors and by sectors
abroad) the labour costs incurred directly in
manufacturing account for only about one-
quarter of the total. In other words, when
calculating the international competitiveness
of the manufacturing sector, the intermedi-
ate input prices (and the labour costs in-
cluded therein) of the other domestic sectors,
as well as the prices of imported energy, raw
materials and industrial intermediates, are
just as important. If it is assumed that the
costs incurred by German manufacturers in
acquiring imported intermediates are not very
different from those of their foreign com-
petitors, it is arguable that it is mainly the
input prices of the other domestic sectors
that are still to be included here. The broader
and more comprehensive the definition, the

more the trend in costs will be dominated by
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overall labour costs, which account for more
than one-half of western Germany’s gross
domestic product.

Real exchange rate on the basis of unit
labour costs in the enterprise sector as a
whole

It therefore seems sensible to include the
relative labour costs of the other sectors of
the domestic economy, thus basing the calcu-
lation on the enterprise sector as a whole. In
doing so, one has to accept that the compar-
ison will also include wage trends in sectors
producing goods which are not traded inter-
nationally. However, where these goods are
incorporated into the end-products of the
manufacturing sector in the form of inter-
mediates, they constitute a relevant factor in
calculating the competitiveness of German
exporters. The movement of the indicator on
the basis of the relative unit labour costs in
the enterprise sector, which is broadly de-
fined in this sense, bears out the scepticism
regarding the informative value of unit labour
cost comparisons confined to manufacturing
industry alone. Interestingly enough, this
broadly defined yardstick also shows fairly
close parallels with the other indicators. The
competitive advantages which the German
economy enjoyed in the early eighties as a
result of the weakness of the Deutsche Mark
in the foreign exchange markets can be seen
just as clearly from this series as can the
subsequent change in this trend in 1986 and
1987. In contrast to the impression of the
manufacturing sector gained from comparing
unit labour costs, however, unit labour costs
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in the enterprise sector as a whole remained
significantly below the level of the second
half of the seventies during those years, too —
a fact which is much more in harmony with
the export boom of the late eighties (see the
chart on page 50).

A renewed deterioration in competitiveness
occurred in the early nineties. Consequently,
(relative) unit labour costs in the enterprise
sector again rose to a level such as had last
been recorded in 1987. At its peak, the real
external value of the Deutsche Mark on the
basis of unit labour costs in the enterprise
sector as a whole had reached a level by the
first quarter of 1993 that was 8% higher
than in 1989. By contrast, on the basis of
(relative) unit labour costs in manufacturing,
the simultaneous rise, at over 15%, was al-
most twice as sharp and consequently far
exceeded the record set at the end of the
seventies. At the beginning of 1994 (relative)
unit labour costs in the narrower definition
(encompassing manufacturing only) were
24 % above the average of the previous 20
years, while the comparable figure in the case
of the more broadly defined variable was only
marginally above its long-term average and
failed to regain the record levels of the late
seventies.

The pattern of unit labour costs and produc-
tivity in Germany, which is fairly atypical by
international standards, is reflected in this
striking difference between the two last men-
tioned competitive indicators. Whereas, in al-
most all of Germany’s partner countries, en-
terprises in the manufacturing sector have
recorded greater improvements in productiv-
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ity and therefore lower increases in unit la-
bour costs than those in other areas of the
private sector during the past two decades,
exactly the opposite is true of the west
German enterprise sector. German firms in
manufacturing are, as it were, improving
their overall relative cost position by purchas-
ing intermediates from the other sectors.

This peculiarity, which is surprising in a sense,
and which in the end has led to the above-
mentioned distortions in the competitiveness
indicator based on manufacturing, which in-
dicator is widely used internationally, is prob-
ably the result of a number of factors. Firstly,
statistical problems regarding the definition
of the manufacturing sector could be a factor
that might impair the international compar-
ability of the figures. For example, that could
derive from the fact that in Germany the
degree of exclusion of certain supplier and
service areas from the manufacturing sector
is more pronounced than in the majority of
Germany’s partner countries. Moreover, an-
other significant contributory factor could be
that wages and salaries are subject to varying
statistical treatment; particularly with regard
to the inclusion of non-wage labour costs,
which are more substantial in manufacturing
than in the services sector, definitions differ
from one country to another. The shortening
of weekly working hours, which is more ad-
vanced in Germany than in many other coun-
tries and which is largely concentrated in
manufacturing, could likewise have been a
reason for the differing trends internation-
ally.

... explains dis-
tortions in the
indicator
whose defini-
tion is confined
to the manu-
facturing sector



The real external value of the Deutsche Mark *
on the basis of various deflators

Annua! or quarterly averages (1975 = 100)

Period

1975
1976
1977
1978
1979

1980
1981
1982
1983
1984

1985
1986
1987
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1989

1990
1991
1992
1993 pe

1993 1st qtr
2nd gtr
3rd gtr
4th qtr pe

1994 1st gtre |

* Weighted external value of the Deutsche Mark against
the currencies of 18 industrial countries (external value on
the basis of unit labour costs in manufacturing, excluding
those in Greece and Ireland). Weighting in accordance

Deflator
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Real external value

100.0
100.3
102.1
103.2
103.8

99.3
89.5
90.4
90.6
86.6

85.0

91.7 |

95.8

935

91.2

94.9
93.8
97.4
100.0

100.8
99.7
99.2

100.2

98.6

Cost-of-living

100.0
100.2
101.7
102.2
102.5

96.8
87.5
88.9

89.3:

85.0

82.6
87.6
90.8
88.3

86.0 |

88.7
86.6
89.7
93.1

93.9

929
925
93.2

922

Unit labour
costs in the
enterprise
sector as a

100.0

98.8
101.5
102.3
103.1

100.3
90.5
91.3
90.5
86.5

84.6
91.4
96.5
93.5
89.8

91.7
88.9
92.9
96.5

97.0
96.1
96.0
96.8

95.0

with the Bundesbank's calculations of external values. Unit
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Unit labour
costs in

manufacturing

100.0
100.9
106.7
109.0
110.9

111.0
100.8
105.4
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103.5

101.9
111.8
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129.4
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1333
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Price indices of
merchandise
imports and
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100.0
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89.6

114.7
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Memorandum item
Terms of trade

Unit values
of imports and

exports 1

100.0
95.5
94.5
98.3
93.0

87.0
81.3
84.3
85.7
83.8

84.9
97.7
101.3
101.2
98.5

99.9
97.7
100.0
101.0

100.6
100.5
100.9
101.8

labour costs calculated on the basis of OECD figures. —
1 From 1993 the figures are subject to major uncertainties
owing to changes in the recording of the foreign trade
statistics.
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Real exchange rates on the basis of total
prices

Deflator of to-
tal expenditure

Given the experience described so far, it
seems desirable — in our search for informat-
ive real exchange rates - to go a step further
and, instead of restricting ourselves to a com-
parison of unit labour costs, to take account
of all cost and price components in their
entirety. To this end, the Bundesbank has, for
a few years now, been using the deflator of
total expenditure, which is obtained from the
national accounts. As total expenditure is
equivalent to the products of the economy
concerned both at home and abroad (in
other words, the sum of gross domestic prod-
uct and imports), and ultimately to aggregate
costs (including the remuneration for entre-
preneurial services), the comprehensive defla-
tor of total expenditure can also be inter-
preted as an indicator of aggregate costs per
unit of output. In the shape of the real ex-
ternal value of the Deutsche Mark on the
basis of the prices of total expenditure, we
therefore have an indicator which includes
the prices of all the factors of production in
the calculations and to that extent enables us
to supplement and extend the information
available from real exchange rates on the
basis of unit labour costs.

As expected, this yardstick shows a trend
which is fairly similar to that of relative unit
labour costs in the enterprise sector. In view
of the more general and more comprehens-
ive approach taken here, however, this in-
dicator is usually chosen for the Bundes-
bank’s analyses. One disadvantage of using
it, however, is the fact that there is a con-
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siderable time-lag before the basic data ne-
cessary for it become available from the na-
tional accounts of a number of countries.
Another disadvantage is that these figures
need fairly substantial revision.

In the past, calculating the real exchange rate
on the basis of (relative) consumer prices has
proved to be a fairly good approximation to
the trend in the rate on the basis of the prices
of total expenditure (or on the basis of unit
labour costs in the enterprise sector). The
cost-of-living index used for this purpose is
available at short notice and is internationally
comparable for the most part. It is mainly
theoretical and conceptual considerations
that argue against the use of consumer prices
in calculating real exchange rates. In the rel-
evant baskets of goods, for example, a signi-
ficant role is played by goods which are not
traded internationally or, at least, which are
not in direct competition with comparable
products from foreign suppliers. On the other
hand, price movements in capital goods,
which account for a large part of Germany's
foreign trade are, of course, not taken into
account in consumer prices. Indirect taxes,
which are refunded in some cases when do-
mestic goods are exported, may also distort
this indicator. In the end the only factor
which can counter the objections mentioned
is that relative consumer prices generally pro-
vide a fairly close approximation to aggregate
cost and price relationships.

Of the yardsticks discussed here, it seems that
only one measurement on the basis of the
deflator of total expenditure or on the basis
of unit labour costs in the enterprise sector as

Consumer
prices

Conclusions



Test results

a whole is acceptable for conceptual reasons
as an indicator of Germany's competitive-
ness. On purely pragmatic grounds, such as
the early availability of consumer prices, how-
ever, it may appear expedient in many cases
to include real exchange rates, too, on this
basis.

Incidentally, this conclusion is consistent with
the correlations observed between export
trends, on the one hand, and changes in real
exchange rates (in their various forms), on the
other. At any rate, simple regression equa-
tions suggest that, over the past 20 years,
there has been a relatively close and fairly
well established pattern of cause and effect
between each of the indicators of Germany’s
competitiveness favoured here and (western)
Germany’s exports (see the relevant explana-
tions on page 56 and the table on page 57).
This also applies, incidentally, albeit to a lesser
extent, to the terms of trade described at the
beginning.

Summary

Altogether, all of the indicators of Germany's

international  competitiveness  mentioned
here have identified a distinct deterioration in
German price competitiveness since the be-
ginning of the nineties. However, this unfa-
vourable trend peaked during the first half of
last year, and has since improved. The change
of course in wage policy and the welcome
progress on the “price front” have helped
here, as has the significant relaxation of ten-
sions in the European foreign exchange mar-

kets. In terms of the indicator on the basis of
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relative unit labour costs in manufacturing,
which is widely observed internationally in
this context, the German economy still has
considerable adjustments to make. It is, how-
ever, probable that this yardstick measure-
ment of the real exchange rate provides only
a distorted version of the “real” trend in
competitiveness in Germany's case. To that
extent, more broadly defined variables should
primarily be used as a basis when assessing
Germany’s competitiveness.

In point of fact, a completely different result is
obtained from the other indicators described
here. Although these likewise show a distinct
deterioration in Germany’s competitive position
at the beginning of the nineties, the trend took
a much less dramatic course. Besides, adjust-
ment processes are now under way which are
likely to bolster Germany's competitiveness
again. Despite undeniable sales difficulties in
certain markets, there can be no question of a
general and lasting loss of international com-
petitiveness in price terms, judging from the
criteria in question. This, incidentally, is also
consistent with the noticeable revival in foreign
demand for German products during the past
year, which has now resulted in a sharp rise in
exports, and has been accompanied by a more
optimistic assessment of German exporters’
business prospects. However, this should not
obscure the fact that guaranteeing interna-

tional competitiveness through

— an appropriate wage policy, which is in
line with anti-inflationary requirements and
which permits more flexibility in the labour
market and in the amount of work under-

taken by enterprises,
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Elasticity of the real trend in exports with respect to the real external value

of the Deutsche Mark

The export elasticities with respect to the
real external value of the Deutsche Mark
shown in the table on the opposite page
were estimated as the partial levels of elasti-
city of simple export functions, which include
not only the real external value, as variously
defined, but also weighted foreign gross do-
mestic product as an explanatory variable:

Ext=a, + a; GDP, + a, I + a3 -y + a4 Ex,_y,
where

Ex. denotes the rate of change in the
volume of west German exports from
the previous year,

GDP; denotes the rate of change in the
weighted foreign gross domestic
product from the previous year, with
the corresponding shares in German
foreign trade as the weights,

. denotes the rate of change in the
weighted real external value of the
Deutsche Mark (as variously defined)

from the previous year, and

rer and Ex., denote the corresponding vari-
ables lagged by one year.

The coefficient of the constants (a,) proved
to be insignificant in the estimation, and
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was therefore given the value zero. The
parameters a, and a, can be interpreted
directly as the corresponding short-term
levels of elasticity, where a, is the short-
term elasticity of exports with respect to the
real exchange rate; the long-term elasticity
is obtained as follows: (a, + a5)/{1 — ay).

The estimates are based on annual data for
western Germany between 1975 and 1992.
Owing to the statistical break at the begin-
ning of 1993, the values for 1993 were
deliberately excluded.

As expected, the results indicate a negative
correlation between the trend in exports
and movements in the real external value
of the Deutsche Mark. This is particularly
true of the estimates based on the deflator
of total expenditure and those based on
consumer prices. In both cases the estim-
ated levels of elasticity are distinctly nega-
tive, with a value of approximately ¥ in the
short run and %: in the long run. Without
exception, the corresponding levels of
elasticity of exports with respect to relative
unit labour costs in the enterprise sector
and the terms of trade are somewhat lower
and, what is more, somewhat less certain.
The estimated levels of elasticity of exports
with respect to the relative unit labour costs
in manufacturing are about half as high
and statistically insignificant.



— the reduction of bureaucratic red tape, to
make it easier for enterprises to adjust their
output according to market conditions and
to provide the necessary scope for develop-
ing their innovatory potential, and

- a taxation policy which is consistent with
growth

is one of the foremost economic policy re-
sponsibilities of our times. A (nominal) depre-
ciation of the Deutsche Mark would be no
substitute for such measures to foster com-
petitiveness, measures which affect the fun-
damental prerequisites for an economy’s in-
ternational competitiveness. Quite the con-
trary: experience has shown that a deliberate
depreciation strategy damages the compet-
itiveness of an economy much more than it
could foster it, except in the very short term.
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Elasticity of exports with respect
to the real external value of the
Deutsche Mark, as variously defined °

Real external value on the Short- Long-
basis of ... term term

unit labour costs in
manufacturing -0.14 -0.21

unit labour costs in the enterprise
sector as a whole -0.22* [ -0.36**

the deflator of total expenditure = -0.30** - 0.44**

consumer prices -0.29%* | - 0.46**

Memorandum item
Terms of trade on the basis of ...
import and export prices -0.22% | -0.28**

unit values -0.23*% : -0.29**

** () Significantly different from zero, with a level of
significance of 5% (10 %).

o For a more detailed explanation of the estimated
values see page 56.
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In recent years the conduct of monet-
ary policy has become more difficult as
a result of the rapidly changing monet-
ary policy setting. This applies not only
to meeting the intermediate monetary
target for the growth of M3, but also
to the technical implementation of
monetary policy in the money market.
Crucial developments like German
monetary union or the tensions within
the European Monetary System re-
quired scope for effective monetary
policy intervention, as did the control
of the cautious interest-rate-cutting
strategy adopted in the autumn of
1992. Against this background, there
have been no fundamental changes in
the monetary policy instruments re-
cently, it is true, but there has been
some restructuring and technical en-
hancement which has made swifter
and more flexible action by the Bun-
desbank possible in the money market.
The present article is aimed at helping
readers to understand the Bundes-
bank’s money market policy operations
by discussing, first of all, the Bank’s
conceptual approach to money market
management. Thereafter, the changed
environment and the resulting adjust-
ments to, and deployment of, the in-
struments are described, and finally
money market management is illus-
trated by a few concrete examples.
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Concept and basis of money market
management

Active liquidity
management

Since the mid-eighties, a basically unchanged
and proven method of money market man-
agement has been available to the Bundes-
bank. It engages in active liquidity manage-
ment, with securities repurchase agreements
being the principal instrument for providing
central bank money, and minimum reserves
constituting the main structural element of
the demand for such money. On the one
hand, the Bundesbank bears in mind the
banks’ interest in the steady provision of li-
quidity for complying with the minimum re-
serve requirements; this facilitates a virtually
stable trend in the day-to-day money market.
On the other hand, the money market acts as
a lever for the monetary transmission mech-
anism, from which monetary stimuli work
through to the supply and demand condi-
tions in the credit, deposit and capital mar-
kets and then are also reflected in the inter-
mediate monetary target M3. By accelerating
("nose-heavy”) or delaying (“tail-heavy”) the
provision of liquidity within a month, the
Bundesbank can prepare the ground for
interest rate changes without any, or any
prior, unequivocal signals being given by
varying “official” rates.

In the context of this indirect money market
management, the day-to-day money market
rate is for the Bundesbank the key variable,
which it influences direct by means of inter-
est rate policy measures. As the sole supplier
of central bank money, the Bundesbank con-
trols pricing at the short end of the money
market. The forward interbank market, on
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the other hand, increasingly moves beyond
the reach of its direct control as maturities
lengthen, and is determined more strongly
by market influences and market expecta-
tions — and not least also by expectations of
interest rate changes and inflation expecta-
tions, which are transmitted from the capital
market.

Interest rate movements in the German day-
to-day money market are marked by an ex-
ceptionally high degree of steadiness by in-
ternational standards. The German min-
imum reserve system plays a crucial part in
this. Systems with no minimum reserves, or
with a fixed level of required reserves which
has to be maintained on a daily basis, entail
very frequent central bank intervention. The
German minimum reserve system, which
provides for reserve compliance on average
over a calendar month, enables credit in-
stitutions to use their central bank deposits
in full as working balances. Minimum re-
serves thus act as a buffer, enabling fluctu-
ations in liquidity to be temporarily offset,
so that an adjustment of the supply of cent-
ral bank money once a week generally suf-
fices. At the same time, minimum reserve
requirements ensure — as long as the re-
quired reserves exceed the level of working
balances needed by credit institutions any-
way — a certain degree of stability of the
banks’ demand for central bank money. This
makes it easier for the Bundesbank to fore-
cast the level and time pattern of liquidity
needs on which market management is
based.

Minimum
reserves as a
liquidity buffer
and stabiliser
of demand for
central bank
money



Forecast of
central bank
money require-
ments provides
the data basis
of money mar-
ket manage-
ment

“Normal
pattern of
reserve
compliance”

Required minimum reserves play a central
role in this forecast of central bank money
requirements, whose structure conforms to
that of the liquidity analysis published reg-
ularly in the Statistical Section of the Monthly
Reports (page 12*/13*). Admittedly, the as-
sumed level of required reserves during the
first two ten-day periods of a reserve period is
essentially based on the notion of M3 growth
remaining within the target range. At the
beginning of the last third of the month,
however, what is known as the "advance
report” of the actual reserve requirements is
received. Estimation risks are thus reduced to
the fluctuations in the market factors' on the
remaining days of the reserve period and the
precise level of the credit institutions’s cash
holdings deductible from the required min-
imum reserves. The Bundesbank’s forecast of
central bank money requirements, which is
updated daily, yields the average liquidity gap
in the banking system in the reserve period or
the remaining reserve period. On the basis of
the estimated liquidity gap and the resulting
prospective daily levels of the banks’ Bundes-
bank balances, the Bundesbank allots its se-
curities repurchase transactions and, if appro-
priate, also decides on the deployment of
fine-tuning instruments.

However, to be able to infer the prospective
availability of funds in the money market and
the appropriate allotment policy from the
forecast of central bank money requirements,
additional empirical knowledge of the typical
pattern of reserve compliance is needed. This
“normal pattern of reserve compliance” is
derived from the pattern of credit balances in
comparable past months. There is, however,
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no mechanistic link between the supply of
liquidity and the level of interest rates in the
money market, especially if expectations of
interest rate changes determine market con-

ditions.

In implementing its monetary policy, the Bun-
desbank steers the day-to-day money market
rate within a relatively wide interest rate
band. Its upper edge is set by the lombard
rate, its lower edge by the discount rate or
the selling rate for liquidity Treasury bills,
which can be changed as required. The lom-
bard loan facility is a facility available to credit
institutions at any time which they can utilise
on their own initiative. As the collateral to be
deposited is a bottleneck impeding lombard
borrowing in isolated cases only, and as the
banking system as a whole has an adequate
supply of collateral, the lombard rate acts as
an effective ceiling for the day-to-day money
market rate. This applies only with gualifica-
tions to the discount rate acting as a floor, for
in the event of a massive liquidity surplus the
banks would be unable to eliminate this sur-
plus in the short run by refraining from dis-
counting further bills. As the average remain-
ing maturity of trade bills submitted for redis-
counting is about 70 days, only about DM 1
billion matures every business day. If sudden
large liquidity inflows occur, other instru-
ments are therefore needed to halt an un-
desirable sharp fall in the rate. For this pur-
pose, liquidity paper is available to the Bun-
desbank under section 42 of the Bundesbank
Act, which — issued with short maturities of

1 See Deutsche Bundesbank, The Weekly Return of the
Deutsche Bundesbank, Monthly Report, January 1990,
page 21 ff.
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one to three days as required — effectively
absorbs liquidity at what is known as the
“Treasury bill line”.

Actually, the interest rate band is virtually
never used in full for fluctuations in the day-
to-day money market rate, as the latter
normally fairly closely shadows the interest
rate applied to the most recent repurchase
transaction. Hence the repurchase rate is the
“operational key rate”. in the case of fine-
tuning operations, the rates applied to them
act as supplementary key rates.

However, the lombard rate and the discount
rate are key rates as well, insofar as they
highlight the basic stance of the Bundes-
bank’s monetary policy. They are not always
leading indicators, though. Changes in inter-
est rates caused by monetary policy action
frequently result from open market policy op-
erations, so that the classical key interest
rates, the discount and lombard rates, in such
cases tend to be adjusted to reflect these
changes.

Changed monetary policy setting

Stronger
fluctuations in
liquidity

The setting for the conduct of monetary pol-
icy has seen considerable changes in recent
years, which have called for greater sophist-
ication of money market management by the
Bundesbank.

Before the transition to wider margins for the
fluctuation of exchange rates, the European
Monetary System, which at times was oper-
ated as a virtual fixed-rate system, led to
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liquidity inflows and outflows of unpreceden-
ted size and pace in the banking system.
Whereas the month-to-month liquidity fluc-
tuations caused by central bank money re-
quirements and market influences had
amounted to not much more than DM 5
billion in such cases in the first half of the
eighties, they reached an order of magnitude
of DM 15 billion in the second half of the
eighties, and of up to about DM 40 billion

after 1990.

Another significant factor was the increase in
interest rate volatility. It resulted from the
greater short-termism of financial relation-
ships, at least abroad, and the globalisation
of deregulated financial markets. In Germany,
this was reflected in more pronounced ex-
pectations of interest rate changes, which -
particularly during periods of exchange mar-
ket turmoil — widened the fluctuation mar-
gins of German time deposit rates.

Moreover, the nowadays historically low min-
imum reserve requirements are something
new. Minimum reserves, which formerly ran
at a high level, used to make liquidity man-
agement relatively easy for German banks. By
its two latest reserve cuts, which primarily
served the purpose of reducing competitive
disadvantages relative to the Euro-markets,
and generally of streamlining the minimum
reserve system, the Bundesbank conformed
to a world-wide trend.2 The minimum reserve
reductions of March 1993 (coupled, how-
ever, with a compensatory issue of DM 25

2 See Deutsche Bundesbank, Minimum reserve arrange-
ments abroad, Monthly Report, March 1990, page
21 ff.

Higher interest
rate volatility

Reduced
minimum
reserve burden



International
advance of
open market
operations

Abolition of
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Bundesbank
Act

billion of Bundesbank liquidity paper, or what
are known as “Bulis”) and March 1994
caused the liquidity reserves of German
banks to dwindle. With the net required re-
serves amounting to about DM 41 billion?
(April 1994), as against DM 85 billion at the
end of 1992, the credit balances held by
some banks on some days apparently fall
below the level which they are accustomed to
maintain as “working balances” to meet pay-
ment needs.

A fourth element in the changed setting for
the conduct of monetary policy is an interna-
tional trend towards increasing the share of
central bank financing made available to
banks through open market operations at
market rates. The significance of rediscount
business for the formation of market rates
has progressively waned. Since 1985 the
Bundesbank, too, has been making greater
use of the open market policy instrument of
“securities repurchase agreements”, which
are more closely related to market conditions

and more flexible.

Last, but not least, yet another new factor is
the circumstance that the Federal and Lander
Governments’ obligation to hold their liquid
funds in Bundesbank accounts has been vir-
tually abolished since January 1, 1994 in anti-
cipation of a revision of the existing legal
provisions (implementation of the Maastricht
Treaty) by the authorisation of investments of
such liquid funds elsewhere, under section 17
sentence 2 of the Bundesbank Act.® This has
eliminated some of the typical seasonal li-
quidity inflows to and outflows from the
banks’ Bundesbank accounts. This means
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that there will tend to be smoother move-
ments in, and reduced demand for, working
balances. On the other hand, this will also
result in the profits transferred by the Bun-
desbank to the Federal Government now be-
ing channelled immediately into the money
market on the date of approval of the annual
accounts.

Adjustment and increased flexibility
of the refinancing pattern

The changed conditions primarily called for
an extension of, and increase in, the flexibility
of the instrument which is the only one suit-
able for the rapid and at the same time
marked adjustment of central bank money
provision to the liquidity needs or surplus of
the banking system, viz. securities repurchase
agreements. The sharp rise in the volume of
central bank credit, from about DM 100 bil-
lion in 1985 to some DM 200 billion in April
1994, which was accompanied by consider-
able fluctuations, led to a shift of emphasis
towards repurchase agreements (see the
table overleaf). At the same time, the amount
of repurchase outstanding
soared from DM 35 billion to some DM 140
billion at present. Especially in the past

agreements

two years this high level of repurchase agree-

3 Gross required reserves of DM 54 billion less the banks’
deductible cash holdings.

4 See Deutsche Bundesbank, The Bundesbank’s trans-
actions in securities under repurchase agreements,
Monthly Report, May 1983, page 23 ff., and Deutsche
Bundesbank, Recent developments with respect to
the Bundesbank’s securities repurchase agreements,
Monthly Report, October 1985 , page 18 ff.

5 See Deutsche Bundesbank, The second stage of Euro-
pean economic and monetary union, Monthly Report,
January 1994, page 23 ff.
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Borrowing from the Bundesbank

by banks
DM billion as a monthly average
Repur-
chase
agree-  |Bills dis- {Lombard |Fine-
Period ments counted {loans tuning  |Total
1985 Mar. 35.5 64.9 37 - 14 102.7
June 356 64.5 0.6 - 01 100.6
Sep. 36.4 62.0 04 03 99.1
Dec. 39.9 63.6 04 0.7 104.6
1986 Mar. 35.2 62,1 14 11 99.8
June 32.2 62.4 0.9 - 04 95.1
Sep. 337 62.2 0.1 0.5 96.5
Dec. 30.3 62.5 1.0 2.1 95.9
1987 Mar. 321 55.7 04 0.9 89.1
June 26.7 54.3 03 - 05 80.8
Sep. 349 55.7 0.1 1.9 926
Dec. 24.9 54.4 0.1 - Q1 79.3
1988 Mar. 340 50.5 0.1 1.6 86.2
June 36.8 50.6 0.7 2.2 90.3
Sep. 727 51.7 0.2 0.9 1255
Dec. 75.3 56.1 24 0.2 134.0
1989 Mar. 84.7 57.0 2.2 0.1 144.0
June 90.0 58.0 24 - 150.4
Sep. 96.3 59.1 0.7 - 01 156.0
Dec. 101.9 63.0 1.8 04 167.1
1920 Mar. 100.4 63.3 0.6 - 06 163.7
June 95.2 63.7 1.1 1.6 161.6
Sep. 100.2 88.1 5.1 0.9 194.3
Dec. 115.3 875 4.1 14 208.3
1991 Mar. 127.1 84.8 1.8 1.1 2148
June 125.8 82.0 1.0 1.0 209.8
Sep. 131.0 773 1.5 0.6 210.4
Dec. 145.1 76.8 1.9 2.2 226.0
1992 Jan. 145.7 73.1 1.1 1.4 221.3
Feb. 145.3 718 1.1 04 218.6
Mar. 145.0 714 09 0.7 218.0
Apr. 141.1 71.0 0.7 0.6 213.4
May 134.9 71.0 1.7 - 03 207.3
June 136.3 71.2 14 0.5 209.4
July 1432 714 18 17 2181
Aug. 143.9 71.3 24 0.1 217.7
Sep. 1213 70.5 0.7 -11.7 180.8
Oct. 96.9 63.2 0.6 9.5 170.2
Nov. 117.6 63.6 1.2 0.7 183.1
Dec. 129.0 63.3 0.5 - 04 192.4
1993 jan. 1333 61.9 1.0 - 196.2
Feb. 142.8 59.5 19 6.9 2111
Mar. 152.0 58.0 0.6 21 2127
Apr. 154.2 61.3 0.5 0.1 216.1
May 154.6 615 1.6 1.5 219.2
June 163.9 61.2 0.3 1.5 226.9
July 166.5 60.6 0.3 0.7 2281
Aug. 122.5 54.8 0.8 6.7 184.8
Sep. 152.0 52.4 15 15 207.4
Oct. 162.7 58.6 0.9 1.0 2232
Nov. 161.2 60.8 0.8 3.2 226.0
Dec. 175.6 59.2 1.5 32 2395
1994 Jan. 1735 56.2 36 - 2333
Feb. 177.3 52.6 24 - 232.3
Mar. 152.0 58.7 2.1 - 2128
Apr. 140.2 59.9 2.8 1.1 204.0
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ments outstanding has proved its worth in
absorbing sudden inflows of foreign ex-
change to the banking system. The increased
significance of the instrument of repurchase
agreements is now also reflected in credit
institutions’ broad participation: a varying
range of 300 to 1,000 bidders participates in
the weekly repurchase transactions. Some
2,500 credit institutions hold about DM 440
billion worth of securities in what are known
as operational safe custody accounts at the
Land Central Banks, enabling them to parti-
cipate, in a simple and largely automated
fashion, in securities repurchase agreements,
as well as to provide collateral for lombard
loans.

Despite the large amount of securities repur-
chase transactions outstanding, during the
EMS crisis in the autumn of 1992 it transpired
that, with a regular four-week maturity and
mostly two additional eight-week tranches
each month (“double-decker”), the volume
of maturing transactions was too small to
mop up at short notice the unexpectedly
heavy inflows of liquidity. The difficulty was
compounded by the fact that the long matur-
ities of the repurchase agreements also cre-
ated an overhang problem, as the allotment
of a repurchase transaction not only affected
the liquidity position in the current minimum
reserve period but as a rule also meant that
the stage was largely set for liquidity policy in
the subsequent minimum reserve period.

As a consequence of this situation, which
was unsatisfactory in terms of liquidity policy,
the maturity of securities repurchase agree-
ments was reduced to two weeks, and in

Increase in
flexibility owing
to shortened
maturity



Giving market

players "a say”

in repurchase
tenders

Clear signals
provided by
fixed-rate
tenders

most cases no “double-decker” was offered.
This more than doubled the volume of indi-
vidual securities repurchase transactions. The
pace of adjustment of the volume of repur-
chase agreements increased accordingly.

The shortening of the maturity was, however,

also necessary on interest rate policy
grounds. After all, pronounced expectations
of interest rate changes, which are reflected
primarily in changes in interbank time deposit
rates, also affect the day-to-day money mar-
ket rate through the banks’ bidding behavi-
our in the weekly tenders. The experience
gained by the monetary policy makers from
the latest interest rate cycle shows that the
longer the maturities of the variable-rate ten-
ders offered are, the more will expectations
of interest rate changes work through to the

banks’ bidding behaviour.

An essential element of the instrument of
repurchase agreements is the Bundesbank’s
willingness to give market players a say,
by means of a tender, in determining the
volume of the liquidity provided and (more
importantly) — in the case of variable-rate
tenders — in determining the allotment rate.

In the case of fixed-rate tenders, the Bundes-
bank sets the interest rate and merely leaves
it to the banks to indicate in the tender the
quantity they wish to bid for. This unequi-
vocal form of interest rate leadership by the
Bundesbank was highlighted in November-
December 1993, when — departing from its
usual procedure — it announced its intention
of offering a fixed-rate tender, and the rate it
was going to apply, for several transactions in
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advance. Thus it ensured a smooth course of
liquidity management in December, the diffi-
cult final month of the year, as well as an
easy start to the January 1994 minimum re-
serve period, in which a changed liquidity
pattern, which was difficult for the banks to
foresee, was likely on account of the virtual
abolition of the Federal and Lander Govern-
ments’ obligation to deposit their liquid funds
at the Bundesbank.

However, exceptional reactions are conceiv-
able in the case of fixed-rate tenders, too.
At the end of January 1994, for instance,
expectations of interest rate reductions
were so strong that the banks, perhaps mis-
judging the impact of public sector cash
transactions in the first month after the ab-
olition of the deposit requirement, failed to
bid for the liquidity they actually needed at
the rate set by the Bundesbank for the fixed-
rate tender. Some of the credit institutions
apparently relied on others bidding at the
rate, which they considered to be too high.
In the event, the liquidity available fell con-
siderably short of what was needed for min-
imum reserve compliance. After this “bid-
ders’ strike”, the Bundesbank was not pre-
pared to provide assistance by means of
fine-tuning measures; the banks resorted to
lombard borrowing to plug the gap at the
end of the month.

Normally the Bundesbank prefers to use
variable-rate tenders as an “instrument con-
forming to market conditions” that leaves
room for competition among banks.
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Needless to say, variable-rate tenders pose
slightly greater risks to interest rate policy
than fixed-rate tenders. If expectations of
interest rate changes are pronounced, the
rates bid by banks may deviate from the Bun-
desbank’s intentions to such an extent that
the outcome appears unacceptable on mon-
etary policy grounds. In such cases it is not
always possible to obtain an allotment rate
that is tolerable from the point of view of the
central bank by allotting an amount which is
incompatible with demand-oriented plan-
ning. Failing this, in such circumstances the
Bundesbank will nevertheless respond by ad-
justing the amount allotted. “Excessive bids”
submitted by the banks for variable-rate ten-
ders will thus lead, through an increase or
reduction in the amounts allotted, to a level
of reserves deviating from the normal pattern
of minimum reserve compliance. This will
quasi-automatically force the day-to-day
money market rate, and possibly also interest
rate expectations, to be adjusted. This was
seen particularly clearly around mid-Novem-
ber 1993, when the Bundesbank blocked the
decline in bidding rates, which far exceeded
its intentions, by reducing the amount al-
lotted.

Fuelled by interest rate expectations, bids
may, of course, impart such momentum to
the allotment rates applied to variable-rate
tenders that the tender rate will hit the edges
of the interest rate band marked out by the
lombard and discount rates. In periods of
rising interest rates, the “key rate” of the
instrument of repurchase transactions will as
a rule move towards the lombard rate. If this
is not prevented by switching to fixed-rate
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tenders or by a timely increase in the lombard
rate, the Bundesbank may fall into what is
known as the “lombard trap”. Expecting a
rise in interest rates, the banks will resort to
heavy lombard borrowing in order to comply
with the minimum reserve requirements in
advance, as long as this is possible at the
prevailing lombard rate. This will force the
Bundesbank to act, for if it fails to raise the
lombard rate, the instrument of repurchase
transactions will become ineffective. Central
bank financing will then increasingly be ef-
fected through lombard loans, and the lom-
bard rate assumes the “operational” key-rate
function. As a result, the flexibility of both
interest rate policy and liquidity policy will be
considerably reduced.

Conversely, in periods of falling interest rates,
when the repurchase rate is approaching the
discount rate within the interest rate band,
what is known as the “discount trap” may
snap shut. If the repurchase rate is close to
the discount rate, the banks, in expectation
of an early cut in the discount rate, will re-
duce the amount of bills they discount at the
Bundesbank, as they do not wish to incur
debt for almost three months. They will pre-
fer repurchase transactions, which are slightly
more expensive but have shorter maturities,
or will even be prepared to take up lombard
loans for a few days — though they will post-
pone this until near the end of the reserve
period. This may spark off pronounced fluc-
tuations in money market rates.

However, the fact that the level of minimum
reserves is lower now has a side-effect which
is not insignificant in this connection. Since

“Discount trap”



the required reserves have drawn closer to
the level of the customary working balances,
the banks’ scope for advance or belated com-
pliance with the minimum reserve require-
ments has narrowed. This has eased the
problems posed by the lombard and discount
traps. The monetary policy reins have been
shortened to this extent.

Use and enhancement of the fine-tuning
instruments

More fine-
tuning

Shifts of Fed-
eral balances
under section

17 of the Bun-

desbank Act

The changed environment also called for
modifications of fine-tuning in the money
market. Whereas, as late as the end of the
eighties, no more than about 25 fine-tuning
operations were carried out on average dur-
ing a year, their number had risen to about
70 by 1993, a year of substantial foreign
exchange movements. One reason for this
was that, owing to the sharp fluctuations in
liquidity and in part also to the lower level of
minimum reserve requirements, major vari-
ations in the day-to-day money market rate
sometimes occurred, even between the dates
of repurchase agreements. A second causat-
ive factor was, however, that the amount
allotted in the context of securities repur-
chase agreements was sometimes deliber-
ately gauged in such a way - also in the light
of the nose or tail-heavy minimum reserve
compliance described above — that scope was

left for fine-tuning measures.

The main instrument used in these operations
was shifts of Federal balances under section
17 of the Bundesbank Act. By continuously
injecting “day-to-day money” into the mar-
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ket through the banks that are its main coun-
terparts in these transactions, the Bundes-
bank was able to steer the day-to-day money
market rate immediately and swiftly in the
direction which was desirable on monetary
policy grounds. Especially at times when even
minor interest rate movements in Germany
were able to trigger massive responses in the
foreign exchange markets, this instrument
proved to be extremely effective. The fact
that it has no longer been available since the
beginning of 1994 owing to the abolition of
the Federal and Lander Governments' obliga-
tion to deposit their liquid funds at the Bun-
desbank means that the scope for short-term
money market management has been nar-

rowed.

Admittedly, adequate Federal balances were
not always available in the past. This is also
the reason why the Bundesbank resorted to
foreign exchange swaps with maturities as
short as one day in order to smooth “interest
rate outliers” and plug liquidity gaps be-
tween the dates of repurchase transactions. It
turned out, however, that for various reasons
this instrument, whereby the Bundesbank
buys US dollar spot from banks and resells
them forward, is not as flexible as shifts of
Federal balances under section 17 of the Bun-
desbank Act.

As section 17 funds are not available at all
times, and as the usability of foreign ex-
change swaps is limited, the Bundesbank
started to provide short-term liquidity
through what are known as “quick tenders”
as early as 1988. These take the form of

variable or fixed-rate tenders, as required, are
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Money market management
at the start of German
monetary union in 1990

Daily values

Interest rates Lombard rate

9.00 e
Shifts of Federal balances 8
8.75 under section 17 of the
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1 Marginal allotment rate applied to 4-
week maturity. — 2 Shifts of Federal bal-
ances under section 17 of the Bundesbank
Act, foreign exchange swap and repurchase
transactions, Treasury bill sales, quick ten-
ders.
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offered only to banks that are active players
in the money market, and are settled within
about one hour. Whereas initially the matur-
ity of quick tenders was mostly five to seven
days, it has progressively been shortened.
One-day quick tenders are possible, too.

Less frequent than the use of fine-tuning
operations providing liquidity is that of
liquidity-absorbing  fine-tuning  measures.
They passed their acid test — as will be de-
scribed, by way of an example, below - at the
time of the waves of foreign exchange in-
flows in the autumn of 1992 and the summer
of 1993. A “floor” can be inserted for the
day-to-day money market rate by offering
liquidity Treasury bills (under section 42 of the
Bundesbank Act). As no adequate issue vol-
ume for liquidity Treasury bills was available
prior to November 1992 (DM 16 billion limit),
the Bundesbank at the same time also used
liquidity-absorbing foreign exchange repur-
chase agreements, whereby it transfers to the
banks spot claims for the delivery of US dollar
assets, which it simultaneously repurchases
forward. In the wake of an amendment of
the Bundesbank Act, Parliament has now
granted the Bundesbank DM 50 billion of
liquidity paper, although about one-half
of this sum has been accounted for by
“Bulis” placed in the market.

The range of fine-tuning instruments which
enables the Bundesbank to exercise day-to-
day control of the money market obscures
the fact that fine-tuning measures are used
on a very limited scale, except in special situa-
tions. The Bundesbank confines the deploy-
ment of fine-tuning measures to situations in

Liquidity-
absorbing
instruments

Low interven-
tion frequency
by international
standards



which interest rate fluctuations are undesir-
able for monetary policy or exchange market
policy reasons. At the end of each month, for
instance, when interest rate fluctuations are,
broadly speaking, rightly interpreted as
“technical”, it normally allows the day-to-day
money market rate to settle down at an ap-
propriate level. Similarly, in order to encour-
age more efficient cash management and
clearing of the money market, the Bundes-
bank will ease market disruptions, which oc-
cur whenever individual banks' reserves have
fallen to the level of their working balances,
only to the extent that this is unavoidable for
the sake of maintaining a clearly discernible

monetary policy stance.

Money market management illustrated
by concrete examples

Money market
management
at the begin-
ning of Ger-
man monetary
union

An example of the flexible handling of excep-
tional situations is provided by the first few
months of German monetary union (see the
chart opposite). As neither the liquidity needs
of east German credit institutions nor their
pattern of central bank borrowing could be
assessed, the Bundesbank at first managed
liquidity by “feeling its way”. The amount of
securities repurchase agreements was re-
duced in June 1990 as a precautionary meas-
ure, with residual requirements for the
month being met through shifts of Federal
balances under section 17 of the Banking
Act. Monetary union then started on July 1
with rapidly rising withdrawals of cash and
unexpectedly high levels of liquidity held by
east German banks, even though they were

still exempt from minimum reserve require-
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ments in July. Securities repurchase agree-
ments alone did not enable liquidity to be
managed sufficiently precisely and swiftly, es-
pecially as the east German banks were not
yet able to participate. The Bundesbank
therefore left it to the banks to meet their
marginal requirements through comparat-
ively heavy lombard borrowing. Shifts of Fed-
eral balances under section 17 of the Bundes-
bank Act and, on July 6, a five-day quick
tender ensured that the day-to-day money
market rate did not markedly overshoot the
lombard rate, which normally — as explained
above — represents the ceiling for the day-to-
day money market rate.

Subsequently, interest rates began to rise
world-wide in the aftermath of the Gulf crisis.
German money market rates were forced to
follow suit. Despite the fact that the bulk of
liquidity was normally provided by the Bun-
desbank at the beginning of the reserve
period (increases in tender amounts, shifts of
Federal balances under section 17 of the Bun-
desbank Act), the repurchase rates applied to
variable-rate tenders, which were retained,
tightened and the day-to-day money market
rate was “stuck” at the level of the lombard
rate. It was not until the lombard rate was
raised on November 2, 1990, and once again
on February 1, 1991, that this “lombard trap”
was removed. In the wake of the two lombard
rate increases, the Bundesbank temporarily set
the trend of interest rate movements in the
market by switching to fixed-rate tenders.

A good example of money market manage-

ment in the face of heavy liquidity inflows is
provided by the EMS crisis in the autumn of
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Money market management
during the EMS crisis in the
autumn of 1992
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1992 (see the adjacent chart), when foreign
exchange inflows resulting from intervention
to the tune of almost DM 93 billion were
registered between the end of August and
September 23 (record amount of DM 36 bil-
lion on September 16). Initially, the Bundes-
bank tried to offset the liquidity inflows by
reducing the amounts of repurchase agree-
ments on September 9 and 16. On Septem-
ber 18, when the intervention of September
16 caused liquidity to rise, the Bundesbank
had to neutralise liquidity by means of large
Treasury bill sales and foreign exchange re-
purchase agreements (which, at their peak,
amounted to DM 39 billion) in order to pre-
vent the day-to-day money market rate from
falling below 9%. On October 1, a securities
repurchase transaction was cancelled alto-
gether. The amount of such agreements out-
standing therefore dropped from DM 147
billion at the beginning of September to DM
69 billion. After the pressures in the EMS had
eased and the discount and lombard rates
had been lowered with effect from Septem-
ber 15, successive foreign exchange return
flows set in at the end of September. The
cancellation of the first repurchase transac-
tion in October turned out to have been
premature. The Bundesbank duly provided
assistance via two quick tenders and shifts of
Federal balances under section 17 of the Bun-
desbank Act. Later on, it resumed its regular
securities repurchase agreements, but their
maturity was now shortened to 14 days and
they were offered in the shape of fixed-rate
tenders at a rate of 8.90%. Subsequently,
however, further parallel shifts of Federal bal-
ances under section 17 of the Bundesbank
Act were necessary to offset the reflux of



EMS crisis in
the summer of
1993

foreign exchange. in retrospect it is apparent
that the Bundesbank succeeded in keeping
the day-to-day money market rate in equilib-
rium during these two months without any
major lombard borrowing occurring, and in
switching back to variable-rate tenders in
mid-October.

In terms of foreign exchange, between mid-
July and mid-September 1993 a similar pic-
ture obtained to that prevailing in the au-
tumn of the preceding year (see the chart on
this page). In managing the money market,
however, the Bundesbank was confronted
with an additional problem. The monetary
policy setting was unmistakably marked by
interest rate reductions, and in the wake of
the discount and lombard rate reductions of
July 2 expectations of interest rate cuts were
running ahead of reality. In July, when it still
adhered to variable-rate tenders, the Bundes-
bank therefore managed the market in a
somewhat tail-heavy way by making deliber-
ately tight allotments of securities repurchase
transactions. Towards the end of the month,
shifts of Federal balances under section 17 of
the Bundesbank Act were therefore required,
and for the first time, in order to prevent the
day-to-day money market rate from tighten-
ing when conditions in the foreign exchange
market were critical, they were effected in
the afternoon.

After the repurchase rate had threatened to
hit the discount the Bundesbank
switched to a fixed-rate tender for the two-

rate,

week maturity, offering a variable-rate tender
merely for the four-week tranche of the
“double-decker”. Meanwhile, however, the
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Money market management
during the EMS crisis in the
summer of 1993
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Money market management
at the time of the minimum
reserve reduction and profit
transfer in the spring of 1994
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banks had started sharply to reduce their
discounting of bills. The “discount trap”
yawned. For lack of bids, the amount the
Bundesbank was able to allot in its fixed-rate
tender was relatively small, and it therefore
had to allot an amount on the four-week
maturity that sufficed to produce a tender
rate below the level of the discount rate. The
fall in the amount of bills discounted, at a
historically low quota utilisation rate of 65 %,
prompted the Bundesbank to provide a con-
siderable amount of liquidity through shifts
of Federal balances under section 17 of the
Bundesbank Act, foreign exchange swaps
and a quick tender as well in August. It freed
itself from the discount trap by lowering the
discount and lombard rates on Septem-
ber 10.

Another exceptional challenge was presented
to the banks’ cash management and the Bun-
desbank’s money market management in the
spring of 1994 (see the adjacent chart). Dur-
ing a period of further gradual interest rate
cuts, required minimum reserves were re-
duced from DM 60" billion net to DM 41,
billion on March 1. To limit the necessary
reduction of the amount of the first repur-
chase transaction in March, the Bundesbank
had already cut the amount allotted on its
repurchase transaction at the end of Febru-
ary, tolerating some recourse to the lombard
facility for the sake of minimum reserve com-
pliance. This did in fact clear the day-to-day
money market in March, so that the allot-
ment rates applied to the repurchase tenders
eased further by three to eight basis points.
On March 29, however, the banks for the
first time had to deal with a pension payment

Minimum
reserve cut and
profit transfer,
March-April
1994



date after the lowering of the level of min-
imum reserves. As funds to the amount of
some DM 20 billion for pension payments
were concentrated at the Postbank for one
day, the Bundesbank balances of the other
banks would have fallen below DM 20 billion,
implying that the reserves of a number of
institutions would probably have dropped be-
low the customary level of their working bal-
ances. Lombard loans to the amount of DM
15 billion were therefore taken up on that
day.

Despite this actually favourable start to the
April minimum reserve period, market ten-
sions soon re-emerged because the current
Bundesbank balances of the banking system
were falling towards the DM 30 billion mark,
a level at which some institutions’ reserves
had apparently already dropped to the level
of their working balances. As the Bundes-
bank did not wish to see its monetary policy
stance obscured in these circumstances by a
tightening of the day-to-day money market
rate (which was beginning to spill over to
time deposit rates), it offered a seven-day
quick tender in the form of a fixed-rate
tender at the marginal allotment rate of the
last variable-rate tender (5.73%). This en-
abled market rates to be stabilised. The rate
applied to the subsequent repurchase trans-
action, which had been scheduled for the
date of the transfer of the Bundesbank profit
to the Federal Government, and which had to
be scaled down accordingly, was therefore
lowered slightly further before the Bundes-
bank cut the discount and lombard rates by
one-quarter percentage point each with ef-
fect from April 15. Overall, the Bundesbank
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has succeeded, in the relatively difficult Ii-
quidity situation of March-April this year, in
managing the money market in accordance
with its monetary policy intentions.

Outlook

The monetary policy instruments of the Bun-
desbank have passed the tests to which they
have been exposed in recent years. As far as
the near future is concerned, it looks rather
as if the demands made on money market
management might ease somewhat again.
This is implied, firstly, by the widening of the
fluctuation margins in the EMS, which re-
duced the risks these posed as a potential
source of monetary disruptions. Secondly, it is
suggested by the abolition of the Federal and
Lander Governments’ obligation to deposit
their funds at the Bundesbank, which ensures
a more uniform pattern of minimum reserve
compliance and tends to reduce the banks’
demand for working balances. But even if
money market management were to face ad-
ditional challenges, which are not now fore-
seeable, it would be possible to meet them
by concluding shorter-dated and above all
more frequent securities repurchase agree-

ments.

Generally speaking, there is therefore no
reason for basically calling in question the
instruments or the system of money market
management. This is true in particular of the
minimum reserve instrument, which even
after March 1, 1994, when the level of re-
serves was significantly lowered, is duly per-
forming its stabilisation and buffer function

73



Deutsche
Bundesbank
Monthly Report
May 1994

by limiting interest rate fluctuations and
keeping the need for fine-tuning operations
low. This is also important in the light of the
debate on the monetary policy instruments in
Europe. In the Bundesbank’s view, the min-
imum reserve instrument is one of the essen-

74

tial components of stage three of monetary
union. The chances for a European system of
minimum reserves seem good if the burden
placed on banks is light and the efficacy of
monetary policy is nonetheless assured.
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Notes

From the inception of the monetary union,
the tables for credit institutions contain the
assets and liabilities of credit institutions in
the area of the former GDR; the Deutsche
Mark opening balance sheet reports prepared
by these institutions as at July 1, 1990 have
been aggregated with the figures of the west
German credit institutions from the end of
June 1990. The statistical break caused by the
inclusion of east German credit institutions
has been eliminated in Tables Il and IV of
the Monthly Report and in the tables of
the Statistical Supplements, Banking stat-
istics. The stocks shown in the Deutsche
Mark opening balance sheet reports of credit
institutions in the former GDR can be seen
from the Annex to the Statistical Supple-
ments, Series 1, for the months of November
1990 to February 1991,

Discrepancies in the totals are due to round-
ing.

Abbreviations and symbols

e Estimated

Provisional
pe Partly estimated
r Revised

Figure available at a later date
Figure unknown or not to be published
or not meaningful

0 Less than 0.5 but more than nil

— Nil
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I. Key economic data

1. Monetary developments and interest rates

Factors determining the money
Money stock in various definitions, seasonally adjusted 1 stock, seasonally adjusted 1.2 linterest rates

bank lending to]Monetary Yield on listed
M3, enterprises and]capital Day-to-day Current account]Federal securities
monthly average M3, extended 2jM2 2 M12 individuals 3 {formation money credit 4 outstanding

Period Average annual change, in % Annual averages, in % p. a.

1986 . 5.8 5.5 85 5.3 6.0 4.6 7.1 5.9

1987 7.3 6.9 6.8 9.1 3.9 5.6 3.7 6.7 5.8

1988 6.3 6.6 6.2 9.5 4.5 43 4.0 6.6 6.1

1989 5.7 83 8.8 6.4 6.4 4.7 6.6 8.3 7.0

1990 46 7.0 12.5 4.6 8.1 10.5 7.9 9.9 8.8

1991 . . . . . . 8.8 10.9 8.6

1992 8.1 93 11.7 6.6 11.3 8.0 9.4 12.0 8.0

1993 7.8 10.2 8.5 9.3 8.7 4.0 7.5 11.1 6.3

Change from

the 4th gtr

of the pre-

vious year,

annual rate

in % Change over the last six months, expressed as an annual rate, in % Monthly averages, in % p.a.

1993 Apr. 7.2 5.8 10.2 5.4 7.9 7.9 1.8 8.1 11.6 6.5
May 6.9 7.2 10.2 6.0 3.4 7.9 24 7.9 1.3 6.6
June 7.1 8.3 111 238 25 7.7 33 7.8 1.3 6.6
July 7.5 10.8 121 1.1 7.6 7.9 4.9 73 11.2 6.4
Aug. 7.3 1.1 10.2 10.2 - 93 7.8 5.2 6.8 11.0 6.2
Sep. 6.8 8.9 10.0 8.0 9.7 8.3 5.0 7.0 10.7 6.0
Oct. 7.0 6.7 10.3 74 10.3 9.5 6.0 6.7 106 5.8
Nov. 7.2 7.4 11.2 7.9 135 8.8 5.8 6.4 10.3 5.6
Dec. 8.1 9.2 14.7 10.3 135 10.1 6.6 6.2 10.2 5.5

1994 Jan. 21.2 11.8 14.2 1.1 15.7 10.1 5.6 6.2 10.1 5.5
Feb. 17.5 126}p 139 10.8 124 9.9 5.9 6.2 10.0 5.8
Mar. 4 15.4 |p 13.8 . 12.6{p 109 {p 10.2 {p 5.2 6.0 9.9 6.2
Apr. 5.7 9.9 6.3

1 From January 1991 including eastern Germany. Statistical changes have including lending in the form of securities. — 4 DM 1 million and more
been eliminated. — 2 End-of-month level. — 3 Excluding the Bundesbank, but less than DM 5 million.
2. Public finance 3. Foreign trade and payments
Social
Central, regional and Jocal authorities 1 security funds 1 Balance of payments 1 Exchange rates 4
Capital account
External
Financial Level Financial Current value of the
Receipts Expenditure {balance of debt balance account 2 Long-term  |Short-term 3 |Dollar rate Deutsche Mark 5

Period Change from previous year in % |DM billion DM billion DM/USS End of 1972 = 100

1986 4.0 4.2 - 421 801.0 6.1 85.8 334 - 1132 2.17 168.2

1987 2.4 3.7 - 510 848.8 35 82.5 - 220 - 193 1.80 178.9

1988 3.0 3.1 - 533 903.0 - 15 88.9 - 8638 - 369 1.76 177.4

1989 9.4 4.1 - 222 928.8 13.2 108.1 - 222 - 1049 1.88 175.7

1990 36 6.9 - 463 1,053.5 16.2 75.7 - 654 0.7 1.62 185.5

1991 . . - 1230 1,173.9 145 - 322 - 273 59.8 1.66 183.1

1992 pe 12.5 jpe 9.74pe - 111.0 1,345.2 [pe - 70 - 344 39.7 63.4 1.56 188.7

1993 - 352 186.5 - 187.0 1.65 1934

1992 2nd qtr 21.1 6.9 - 02 1,206.3 - 62 - 871 - 164 318 1.61 184.8
3rd qtr 8.9 14.1 ~ 277 1,237.3 0.5 - 47 471 50.8 1.46 190.5
4th qtr pe 5.4 Ipe 10.8)jpe -  66.0 1,345.2 |pe 7.3 - 10.3 18.9 - 425 1.55 194.6

1993 1st qtr 2.5 83 - 286 1,376.2 - 25 - 95 265 - 667 1.63 195.2
2nd qtr 23 7.8 - 128 1,410.7 0.9 - 55 436 - M8 1.62 192.7
3rd qtr - 04 2.7 - 352 1,444.3 - 08 - 1.1 40.2 1.0 1.68 192.1
4th qtr - 1.2 76.2 - 797 1.68 193.6

1994 1st qtr WP - 242 1.72 189.9

1993 Dec. . . . . . . 345 - 307 1.71 192.0

1994 Jan, . . . . . . 16.7 - 169 1.74 189.7
Feb. . . . . . . - 138 171 1.74 188.9
Mar. . R . . . .jp - 270 1.69 191.1
Apr. . . . . . . 1.70 190.0

1 From the 1st gtr 1991 including eastern Germany. 1 From luly 1990 including eastern Germany. — 2 Seasonally adjusted

quarterly figures; from 1993 figures subject to significant uncertainty owing
to changes in the method of data collection in foreign trade. — 3 Including
balance of unclassifiable transactions. — 4 Monthly or quarterly and annual
averages. — 5 Weighted external value of the Deutsche Mark (against the
currencies of 18 industrial countries).
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1985
1986
1987
1988
1989

1990
1991
1992
1993

1991 4th gtr
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1994 st qtr P

1993 Nov.
Dec.

1994 Jan.
Feb.
Mar. P
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1988
1989

1990
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1992
1993
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l. Key economic data

1 At 1991 prices. From 1991 provisional.

Quarterly figures rounded to the

nearest full or half percentage point. — 2 At 1985 prices. — 3 Annual figures
adjusted for working-day variations. — 4 Quarterly and monthly figures ad-

5. Labour market *

justed for seasonal

king-day variations.

6. Prices *

and working-day variations. —

Western Germany Eastern Germany
Orders received (volume 2 ) Qutput 3 Orders received (value)
Manufacturing
Gross domestic from the from Output in
product 1 total German marketjabroad Construction {Manufacturing] Construction I ManufacturingjConstruction :manufacturing 5
Change from previous period in % 4 Change from previous year in %
2.0 5.2 36 7.6 2.2 46 - 82
2.3 0.2 2.1 - 29 7.2 2.6 6.3
1.5 0.3 - 06 1.8 4.1 0.3 - 05
3.7 7.6 6.2 9.8 77 3.9 4.3
3.6 77 7.5 8.1 10.7 5.2 6.6
5.7 44 7.9 - 14 8.0 5.5 5.5 . .
45 0.5 4.0 - 57 3.7 3.0 3.0 . . .
1.6 35 - 32 - 40 1.2 - 20 6.2 - 75 48.0 - 27
- 1.9 - 76 - 98 - 31 0.6 - 17 - 24 13.2 29.6 9.0
0.0 - 09 - 03 - 20 19 - 11 1.9 - 100 68.6 -25.8
15 1.9 2.6 0.5 2.2 2.7 6.5 - 63 91.9 47
- 00 - 38 4.2 - 31 6.4 - 20 - 30 - 55 55.7 - 25
- 05 - 24 - 19 - 35 2.6 1.7 - 10 - 136 263 - 37
- 10 - 69 - 65 - 7.8 8.2 - 45 3.8 - 44 43.1 - 01
- 20 - 1.0 - 33 38 2.4 - 31 - 27 - 13 26.0 - 11
0.5 0.3 - 05 1.9 5.4 - 02 - 04 13.9 28.9 9.3
1.0 1.9 3.2 - 06 33 05 - 09 24.9 327 15.9
- 05 - 1.0 - 35 34 6.2 - 05 - 17 16.6 299 11.6
23 0.3 6.3 - 05 7.0
- 09 - 05 - 16 1.1 - 0.9 - 49 273 35.8 11.6
- 18 - 37 1.7 0.9 0.8 47 6.2 23.5 12.8
0.7 0.7 09 8.4 - 19 8.8 26.1 46.9 21.9
32 2.7 4.1 9.3 2.5 -~ 7.6 23.9 375 21.5
29 1.2 5.8 - 16 6.8

5 Adjusted for wor-

* Monthly figures: end-of-month figures; employed: averages; annual and
quarterly figures: averages. — 1 Quarterly and monthly figures seasonally
adjusted. — 2 From 1991 provisional. — 3 As a percentage of the total
Jabour force {excluding the armed forces). — 4 First preliminary estimate by

the Federat Statistical Office.

Western Germany 1 Eastern Germany Western Germany Eastern Germany
Employed Producer prices
(work-place Unemployment Unemployment world market jof industrial jConstruction }Cost-of-living | Cost-of-living
concept) 2 Unemployed frate 3 Unemplioyed jrate 3 prices 1 products 2 jprice level 3 lindex index
Thousands % Thousands % Change from previous year in %
26,856 2,228 7.9 - 46.0 ~ 26 1.8 - 01
27,050 2,229 7.9 - 144 - 24 1.9 0.2
27,261 2,242 77 - 63 13 1.9 1.3
27,658 2,038 7.1 18.0 3.1 3.4 2.8
28,479 1,883 6.4 . 0.4 1.7 6.1 2.7
29,227 1,689 5.7 913 - 99 2.5 6.8 3.5 .
29,487 1,808 5.9 1,170 . - 69 1.4 53 4.0 1.2
29,014 2,270 7.3 1,149 15.1 - 44 0.0 3.9 42 88
29,532 1,765 5.7 1,172 14.4 - 26 2.0 5.2 4.5 14.2
29,498 1,834 6.0 1,158 14.2 - 124 1.0 5.1 3.4 12.9
29,386 1,937 6.3 1,097 135 - 89 0.6 4.7 36 2.8
29,224 2,087 6.8 1,165 15.2 1.2 0.5 48 43 8.9
29,093 2,214 7.2 1,112 14.6 - 79 - 0.2 43 4.2 8.7
28,954 2,329 7.5 1,157 15.2 3.8 - 02 33 4.2 8.9
28,787 2,461 8.0 1,162 15.2 - 74 - 0.1 3.2 3.8 8.8
4 28,645 2,536 8.2 1,271 16.9 - 94 0.2 1.9 33 3.6
28,777 2,487 8.0 1,152 15.1 - 77 - 02 3.6 8.9
28,751 2,494 8.1 1,175 15.4 - 94 - 01 37 87
28,679 2,524 8.1 1,293 17.2 - 5.1 0.0 35 3.8
28,640 2,550 8.2 1,300 17.3 - 95 0.2 34 3.5
4 28,615 2,572 8.3 1,260 16.8 - 133 0.3 3.2 3.5
2,588 83 1,216 16.2 - 43 3.1

* Average of the period concerned. — 1 HWWA index of raw material pri-
ces, Deutsche Mark basis. —2 Domestic sales. — 3 Calculated by the Bundes-

bank.

7*



Deutsche
Bundesbank
Monthly Report
May 1994
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1. The money stock and its counterparts *

DM million
1. Lending to domestic non-banks il. Net external assets 2 1. Monetary capital formation at credit insti-
from domestic sources 3
Credit institutions
Public authorities
Savings
deposits
with
a period
of notice
of more
than Bearer
Enterprises Time 3 months jbonds
and deposits  jand bank jout-
Bundes- indi- of which Bundes-  ICredit for 4 years [savings standing
Period Total bank 1 Total viduais Total Securities |Total bank institutions}Total and over fbonds (net) 4
1986 + 81,663 +3,840F + 77,823} + 73,632 + 4,191 + 3,301 +55,936] + 5,965] +49,971 +69,833] + 37,629 +25263] - 4721
1987 + 86,950 ~2,8531 + 89,8031 + 61,158f +28,645] +10,817] +53,209) +41,208f + 12,001 +70,723] + 43,127 +19,576] -~ 2,025
1988 +138,210 + 6041 +137606] + 96,1271 +41,479] +16,955] - 5,168] -34,628] +29460] +42,837] + 46,371} - 5833] - 5780
1989 +135,778 - 494} +136,272] +129,278] + 6,994 + 3,339] +36,288] -18,949] +55237]{ +110,328] + 38674 + 6,411} +48632
1990 +223,073 ~ 194} +223267| +181,677] +41,590] +18,208] +48448] +11,016] +37,432] +161,289] + 33,064] +37,364| +76,897
1991 +286,130 + 141F +285,989) +259,320] +26,669] - 905 - 74020 + 172] - 7,574] +154,418] + 32,134] +10,258| +92,100
1992 +299,905 +56221 +294,283] +247,9161 +46367]| +32,150] -40,740] +68,718] -109,458] +101,499] + 26,286] +12,276| +41,004
1993 +334,107 - 5878 +339,985] +243,720{ +96,265| +63,815] - 5505] -35833] +30,328] +98168] + 32,449] +10244| +32023
1990 1st half + 69,561 + 564; + 68997 + 68,630] + 367] + 6,615 + 15,734 + 5,068f +10,666f +83,680] + 17,716] + 9,040] +48,643
2nd half +153,512 - 758] +154,270] +113,047] +41,223 + 11,593 +32,714} + 5948| +26,766] +77,609] + 15348] +28324] +28,254
1991 1st half +116,136 ~ 897F +117,033] +104973] +12,060f + 350f -40,315] - 6,605 -33710] +84,912} + 14235 + 59{ +56,629
2nd half + 169,994 +1,038] +168,956] +154,347| +14,609] - 1,255{ +32913} + 6777| +26,136] +69,506] + 17,899 + 10,1991 +35471
1992 1st half +135,354 +2,4280 +1329261 +123,228| + 9,698] +17,783] -46,359] +10,289] -56,648] +73,436] + 17,290] - 3671 +42,589
2nd half + 164,551 +3,194] +161,357| +124,688] +36,669] +14,367] + 5619] +58429] -52,810{ +28,063} + 8996| +12643] - 158
1993 1st half +115,336 - 48767 +120,212] + 84,582 +35630] +31,549] -44390] -51,026] + 6,636] +40,404] + 15,582 - 9,872 +17,660
2nd haif +218,771 -~ 1,002} +219,773] +159,138}f +60,635] +32,266] +38885] +15,193] +23,692] +57,764] + 16,867] +20,116] +14,363 ;
1990 1st gtr + 38,562 +1,3850 + 37,177{ + 34960f + 2,217} + 5,404] -~ 2,503 + 1,507 - 4010] +51,121] + 10,508] + 3,547] +31,89
2nd gtr + 30,999 - 8211 + 31,8201 + 33,670} - 1,850} + 1,211] +18237} + 3,561] +14,676] +32,559] + 7,208f + 5493] +16,747 !
3rd qtr + 64,843 - 356} + 65199 + 454031 +19,796] + 6,895] + 8,085| + 2,075] + 6,010] +31,200] + 6,142 + 7.410] +14784
4th qtr + 88,669 ~ 402] + 89,071 + 67,644] +21,427]| + 4,698] +24,629] + 3,873 +20,756] +46,409] + 9,206] +20,914}F +13,470
1991 1st gtr + 45,006 - 645] + 45,651} + 40,652 + 4999] + 1,550] -29,164] - 7,220] -21944] +43520] + 4595] - 1,218 + 33,327
2nd qtr + 71,130 - 25201 + 71,382] + 64,321 + 7,061 - 1,200 -11,151 + 6151 ~11,766] +41,392] + 9640] + 1,277] +23,302
3rd qtr + 57,547 + 11450 + 56,4021 + 56,5821 - 180 + 3,2770 + 2,358] + 3,526] - 1,168] +27.824| + 7,029] - 5,530] + 22,589
ath qtr +112,447 - 107 +112,554} + 97,765] + 14,789] -~ 4,532 + 30,555 + 3,251 +27,304f +41,682] + 10,870] + 15,729} + 12,882
1992 1st gtr + 50,616 + 648] + 49968 + 45,598] + 4,370 + 11,588 - 29,306 + 5,298] -34,604] +45114] + 9863 - 160{ + 28,888
2nd qtr + 84,738 +1,7801 + 82,958, + 77630f + 5328 + 6,195 - 17,053 + 4,991 -22,0441 +283221 + 7427] - 207 + 13,701
3rd gtr + 45,980 - N3} + 46,0931 + 425761 + 3517] + 3,666] +47,676] +87372] -39,696| +20943] + 6360] - 311] +12215
4th gtr + 118,571 +3307, +115264| + 82,112 +33,152] +10,701{ -42,057] -28943| -13114] + 7120} + 2636] +12954] -13800
1993 1st gtr + 51,556 -4,603F + 56,159] + 36,789} +19,370] +21,146{ -50,558] -47,005| - 3,553} +22,749) + 7,823] - 9572] +15783
2nd qtr + 63,780 = 2731 + 64,053] + 47,793 +16260] +10,403] + 6,168] - 4,021] +10,189] +17,655) + 7,759] - 300] + 1877
3rd qtr + 77,332 ~ 3920 + 77,724} + 60,6701 +17,054] + 9488] - 62271 +24557| -30,784] +22,342] + 8701] + 3020] + 9,728
4th gtr +141,439 - 6107 +142,049] + 98468f +43581] +22,778] +45112} - 9,364] +54476] +35422] + 8166| +17.096] + 4,635
1994 1st qtr p + 71,430 - 433] + 71,863| + 49,629] +22234] +22,487| -75328] + 1,150] -76,478] +30,080] + 15807] -14,735] + 15,061
1992 Mar. + 21,725 + 470, + 21,255] + 24,142f - 2,887] - 258} - 5903] + 2,506 - 8409| +13472] + 2038] + s879] + 6,995
Apr. + 30,303 +1,149¢ + 29,1541 + 23,525 + 5629] + 1,347] - 65797 + 1,039] - 7618 + 8541] + 353 - s8s0] + 4,027
May + 15,851 + 13117 + 14540{ + 16585 -~ 2,045] + 3530 - 7,775] + 1,884] - 9659] + 7.476] + 2436] + 110] + 3,456
June + 38,584 - 680. + 39,264; + 37,520] + 1,744] + 1,318 - 2,699 + 2,068] - 4,767] +12,305{ + 1,455 + 533 + 6,218
July + 17,872 +1,288] + 16,584] + 7,816] + 8,768] + 5,369 + 89041 + 1,530 + 7,374] + 4,217} + 3,3%0| - 3.665 + 2,974
Aug. + 17,344 + 18 + 17,226§ + 17,828 - 602 + 3,371 - 3,974} + 3,305] - 7,279] + 8372] + 3,151 + 765 + 4,069
Sep. + 10,764 -1,519] + 12,283 + 16,932 - 4,649 - 5074} +42,746 + 82,537 -39,791 + 8,354] - 181 + 2,589} + 5,172
Oct. + 35,156 + 671 + 34,485] + 21,028] + 13,457 + 49497 -25,150] -38,034}] +12,884] + 1,308} + 195§ + 1,645] - 1,257
Nov. + 37,365 +1,6881 + 35677] + 21,1001 +14,577{ + 5938] - 5087] - 1,124] - 3,963 + 2,271 + 15771 - 323] - 94
Dec. + 46,050 + 9487 + 45102] + 39,984 + 5118f - 186{ ~-11,820] +10,215] -22,035] + 3,685] + 8641 +11,632] -12,449
1993 Jan. + 5,728 -3,283] + 9,011 + 937] + 8,074 +11,163 - 26,453] -11,326] -~15127] + 2,347] + 2,357 - 7,871 + 6,250
Feb. + 15,636 - 1195] + 16,831} + 12,849] + 3,982 + 5,992 -12,880] -12,136f - 744} + 6977] + 2,929 - 1,002] + 2424
Mar. + 30,192 - 125 + 30,317} + 23,003 + 7,314] + 3,991 - 11,225 — 23,543 +12,318] +13,425) + 2,537y - 699] + 7,109
Apr. + 13,074 + 317 + 13,043, + 8872 + 4,171 - 374} - 4527 - 2,147} - 2,380} «+ 2,423} + 2,563 - 2,323 - 247
May + 23,782 +1,068; + 22,714, + 14,715F + 7,999 + 6,001 + 2,067 + 1,356 + 11 + 84839] + 3479 - 598] + 3,176
June + 26,924 - 1,372 + 28,296] + 24,206] + 4,090] + 4,776 + 8,628 - 3,230y +11,858} + 6,743} + 1,717] + 2,621 - 1,052
July + 22,173 +1,022] + 21,151} + 14,054} + 7,097 + 466 - 6,237F +13,188] -19,425! + 7,602} + 3,658] - 1,497 + 4,870
Aug. + 13,818 - 14237 + 15241 + 10,6241 + 46171 + 6,061 +10,630] +44,145] -33515) + 9,291] + 4306] + 2,827] + 3,469
Sep. + 41,341 + 9] + 41,332, + 35992] + 5340f + 2,961| -10,620] -32,776] +22,156| + 5449 + 7371 + 1,690] + 1,389
Oct. + 43,495 + 5930 + 42,902} + 26,719 + 16,183 + 9,468} -22,643 -11,984] -10659] + 9317| + 4,105] + 1,870 + 1,967
Nov. + 28,089 - 51f + 28,140 + 14,5271 + 13,613 + 6,842 + 16,769 + 1,914} + 14,855 + 6,376] + 2,407 + 725] + 1,628
Dec. + 69,855 -1,152¢ + 71,007} + 57,222 + 13,785 + 6468] +50986}f + 706 +50,280f +19,729] + 1,654} + 14,501 + 1,040
1994 Jan. + 10,828 - 2220 + 11,050) + 4,144] + 6,906] + 3903} -42946] - 2572] -40,374] +10,256] + 5641] - 9,643] + 10,287
Feb. + 16,604 ~ 12137 + 16725} + 10,033} + 6,692] + 9994] - 3,037] - 1,389] - 1.648] +14903] + 6,737] - 3,585 + 5,368
Mar. p + 43,998 - 90 + 44,088] + 35452) + 8636] + 8590] -29345] + 5111] -34,456] + 4921] + 3429] - 1,507] - 594
* The data in this survey are based on the “Consolidated balance sheet of granted by the Reconstruction Loan Corporation. — 3 Excluding time
the banking system" (Table II, 2), from July 1990 inciuding east German deposits for less than 4 years and excluding savings deposits at three
credit institutions; statistical changes have been eliminated. — 1 See months notice. — 4 Net of balance of transactions with non-residents, —

Table ill, 1. — 2 Comprising short, medium and long-term items including 5 Including the capital and reserves of the Bundesbank. — 6 Sight deposits
external securities transactions, and also including development aid loans and time deposits for less than 4 years. Up to December 1993
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II. Overall monetary survey

tutions VI. Money stock M3 Memorandum items
(Balance: | plus Il less Il less IV less V)
Money stock M2
Money stock M1 Bundes-
bank
Treasury
discount
Domestic paper
V. Federal Domestic inon- (liquidity
Govern- non-banks'; banks’ Money Money paper)
ment’s Domestic (time savings stock M3, stock M3, pur-
deposits non- deposits  deposits imonthly | ex- chased by
Capital in the Currency banks’ for less atthree average 10:tended 11 :domestic
and banking! V. Other in circula- [sight than months’ non-banks
reserves 5 system 6; factors 7 |Total Total Total tion 8 deposits 4 years inotice® DM billion pe 12
+ 11,662} - 1,105! + 3,150 + 65721, + 34,312, + 24,650! + 8284 + 16,366 + 9,662, + 31,409 + 714 + 723 -
+ 10,0451 + 3,520; + 3,350! + 62,566 + 35,531, + 27,023, + 11,938 + 15085: + 8508 + 27,035 + 65.8 + 66.9 -
+ 80791 - 1,129, + 15254 + 76,080 + 49,539 + 40,807: + 18504 + 22,303: + 8732 + 26,541 + 727 + 87.7 -
+ 16,6111 + 3,344: - 7,890 + 66,284 + 80,7561 + 24,0191 + 4,325 + 19,694  + 56,737 - 14472 + 548 +108.1 -
+ 13,9641 + 12,266¢ + 31,095 + 66,8711 +117,597; + 44,450 + 11,646 + 32,804 + 73,147: -~ 50,726pe + 61.2 +101.1 -
+ 19,926f — 6,423 + 35078 + 95,655, + 94,817{ + 17,6631 + 13,347 + 4,316; + 77,154 + 838 + 89.3 +121.5 -
+ 21,9331 - 12,293! + 52,861 +117,098) +109,732{ + 63,254 + 29,8331 + 33,421 + 46,478 + 7,366 +131.7 +162.0 -
+ 23,4521 + 13,0671 + 31,182 +186,185: +121,187 + 55230 + 11,4700 + 43,760; + 65957 + 64,998 +147.8 +249.0 + 400
+ 8281 + 4,786! + 28357: - 31,528, + 2,471: - 24311 - 3,5537. - 20,774 + 26,782] - 33,999 - 39 - 104 -
+ 56831 + 7,480 + 2,738 + 98,3991 +115,126: + 68,761 + 15,183 + 53,578: + 46,365: - 16,727 pe + 65.1 +111.5 -
+ 13,9891 — 3,590! + 24,954! -~ 30,455, - 12,575, - 44,943 + 2,833. - 47,776 + 32,368 - 17,880 - 24 - 59 -
+ 59371 - 2,833{ + 10,1241 +126,110; +107,392¢ + 62,606; + 10,514; + 52,092: + 44,786: + 18,718 + 917 +127.4 -
+ 13,924, - 2,6481 + 21,004] - 2,797 + 4,969 - 29,491 + 1,885 - 31,376: + 34,460 - 7,766 + 29.2 + 2741 -
+ 8009F - 9,645 + 31,857! +119,895. +104,763| + 92,745 + 27,948 + 64,797 + 12,018 + 15,132 +102.5 +134.9 -
+ 17,0341 + 17,4221 + 6511 + 12,4691 - 3,948; - 38,664: — 5439 - 33225 + 34,716, + 16,417 + 266 + 447 +1,900
+ 6418] - 4355 + 30,531 +173,716} +125,135] + 93,894, + 16,909 + 76,985 + 31,241 + 48,581 +121.2 +204.3 -1,500
+ 5170f - 6,050! + 33,893\ — 42,905! - 23,120} - 37,543; — 3,900} - 33,643; + 14,423 - 19,785 - 89 - 213 -
+ 3,111] + 10,8361 — 5536 + 11,377, + 25591 + 13,232; + 363 + 12,869 + 12359 - 14214 + 5.0 + 10.9 -
+ 28641 + 51721 + 19,323} + 17,233 + 41,478} + 20,104} + 8912 + 11,1921 + 21,374, - 24,245:pe + 182 + 238 -
+ 2,819} + 2,308 - 16,585; + 81,166: + 73,648 + 48657 + 6,271: + 42,386 + 24,991 + 7,518 + 469 + 877 -
+ 68161 — 5029{ + 184431 — 41,0927 - 32,676 - 55211 + 1,503; - 56,714 + 22,535; - 8416 - 30 - 201 -
+ 71731 + 1439 + 6511] + 10,637} + 20,101} + 10,268; + 1,330} + 80938: + 9,833: - 0464 + 06 + 142 -
+ 3,736 - 8479, + 26,549 + 14,011 + 18,742} + 1,825: + 3,495 - 1670, + 16917 - 4,731 + 17.0 + 119 -
+ 22011 + 56461 — 16,4257 +112,099! + 88,650{ + 60,781: + 7,019 + 53,762 + 27,869, + 23,449 + 747 +1155 -
+ 6523i - 7,675 + 156791 - 31,808, - 26,819 - 49,822} - 3,266 - 46,556 + 23,003, - 4,989 + 9.2 - 104 -
+ 7,401! + 5,027 + 5325: + 29,011} + 31,788} + 20,331{ + 5,151 + 15180: + 11,457, - 2,777 + 20.0 + 375 -
+ 26791 + 5265 + 22,721 + 44,727, + 48810, + 12,666; + 6,702, + 5964 + 36,144 - 4,083 + 332 + 326 -
+ 57330) - 14910! + 9,136 + 75,168 + 55,953 + 80,079 + 21,246; + 58,833 - 24,126 + 19,215 + 69.3 +102.3 -
+ 87151 + 278} - 1,823! - 20,206 - 34,364, - 59,510} - 8,700! - 50,810 + 25146, + 14,158 - 15 + 9.0 +2,500
+ 8319) + 17,144} + 2,474 + 32,675 + 30,416 + 20,846} + 3,261; + 17,585! + 9,570 + 2,259 + 28.1 + 357 - 600
+  893] - 92! + 30,130: + 18725 + 13,793 + 12,698 + 4,313. + 8385 + 1,095 + 4932 + 21.0 + 30.3 - 300
+ 5525 — 42631 + 401, +154,991; +111,342] + 81,196 + 12,596  + 68,600: + 30,146 + 43,649 +100.2 +174.0 - 1,200
+ 13,947 - 7484, - 7,917¢ - 18577 - 35590 - 51,947: + 2,739 - 54,686 + 16,357 + 17,013 . . + 400
+ 3,562! + 1,848] + 7,758! — 7,256 - 5335 - 3,367 - 9537 - 2,414, - 1,968 - 1,921 - 14 - 97 -
+ 1,828 + 7,3301 - 1,180 + 9,033. + 10,448] + 6,228) + 4,478 + 1,750{ + 4220, - 1415 - 24 + 80 -
+ 1474 - 5703] — 7,289] + 13,5921 + 14221) + 4924 + 377: + 4547 + 9297: - 629 + 113 + 223 -
+ 4,099f + 3,400f + 13,794 + 63867 + 71191 + 9,179] + 296 + 8883 - 2060, - 733 + 11 + 7.2 -
+ 1,518f + 4,284: + 10399 + 7,876, + 7,349 - 3686: + 4984 - 8,670, + 11,035¢ + 527 + 5.0 + 57 -
+ 3871 - 3844 - 7,282 + 16,124 + 17,086, + 7,058 ~ 1M1 + 7,169: + 10,028: - 962 + 153 + 141 -
+ 7741 + 4825i + 19,604 + 20,727% + 24,375: + 9,294: + 1,829; + 7,465: + 15081 - 3,648 + 129 + 128 -
+  725( - 901i + 9913, -~ 314! + 895 + 5776 + 3,498 + 2278 - 43881 - 1,209 + 155 + 17.9 -
+ 9671 — 13,564: -~ 2321 + 43,9471 + 43,749} + 57,707: + 6,966. + 50,741 — 13,958 + 198 + 17.7 + 435 -
+ 3,638, - 445 - 545: + 31,535, + 11,309 + 16,596 + 10,782, + 5814: - 5287 + 20,226 + 36.1 + 409 -
+ 1,611 54961 + 2,657: - 31,225 - 37,2191 - 57,265! - 7,990 - 49,275. + 20,046; + 5994 + 07 ~ 109 -
+ 2,6260 - 359 - 14,253} + 10,391: + 4815{ + 155¢ - 8031 + 958 + 4,660 + 5576 - 71 + 179 -
+ 4,478 - 4859 + 9773% + 628, - 1,960; - 2400, + 93] - 2493; + 440 + 2,588 + 49 + 2.0 +2,500
+ 24300 + 6329{ - 9728 + 95231 + 7,323} + 4218 + 2,282 + 1936 + 3,105, + 2200 + 63 + 10.3 + 900
+ 24321 + 34847 - 3,281 + 17,157¢ + 15099 + 6,021; + 1233, + 4,788 + 9,078 + 2,058 + 158 + 20.5 + 300
+ 3457 + 73311 + 15483 + 5995 + 7,994{ + 10,607; - 2541 + 10,861, - 2,613! - 1,999 + 6.0 + 49 -1,800
+ 571 - 5191, + 50952 + 75737 + 7,052; - 4241 + 4,129 - 4,553 + 7476 + 521 + 6.9 + 16.5 - 100
- 1,311 - 986 + 7,511 + 8632 + 75141 + 4297 - 1577, + 5874 + 3217 + 1,118 + 14.0 + 41 + 300
+ 1,633 6,085, + 16,667: + 2520 - 7737 + 8825i + 1,761 + 7,064] - 9598} + 3,293 + 0.1 + 98 - 500
+ 13750 - 2,676 - 5197 + 14,730F + 10,135} + 7,933} + 2,211: + 57221 + 2202} + 4,595 + 47 + 326 - 300
+ 1616] - 12,186: — 4,173} + 54,841 + 48,891 + 53,205: + 4,671: + 48,5341 — 4,314; + 5,950 + 36.8 + 53.2 -
+ 25340 + 10,599] + 5093 + 85420] + 52,316{ + 20,058 + 5714 + 14,344, + 32,2587 + 33,104 + 58. + 88.1 - 900
+ 3971 - 6310 - 16,957f - 19,107 — 27,523| - 39,370; - 3,988, - 35382; + 11,847, + 8416 + 434 - 59 -
+ 6,383} - 2515! - 3,367! + 4546, — 1401, - 4301 + 163, ~ 4,464 + 2,900, + 5947 - 20 - 14 + 600
+ 35930 + 1341] + 12,407} - 4,016; — 6,666] — 8276 + 6564} ~ 14,840] + 1,610} + 2650 . - 200
central bank deposits of domestic public authorities. — 7 Balance of the and liabilities. — 8 Excluding credit institutions' cash in hand, but

remaining items of the consolidated balance sheet of the banking
system; changes are chiefly due to fluctuations in intra-bank items in
course of settlement, in profit and loss accounts, and in interbank assets

including DM notes and coins held abroad. — 9 Untii June 1993 savings
deposits at statutory notice. — 10 and 11 : See footnotes 9 and 10 to

Table il, 2. 12 included in “Other factors”.
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Period

1986
1987
1988
1989

1990
1991
1992
1993

1990 1st half
2nd half

1991 1st half
2nd half

1992 1st half
2nd half

1993 1st half
2nd half

1990 1st qtr
2nd qtr
3rd gtr
4th gtr

1991 1st gtr
2nd qgtr
3rd gtr
4th qtr

1992 1st gtr
2nd gtr
3rd gtr
4th gtr

1993 1st qtr
2nd qgtr
3rd gtr
4th gtr

1994 1st qtr p
1992 Mar.

Apr.
May
June

July
Aug.
Sep.

Oct.
Nov.
Dec.

1993 Jan.
Feb.
Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.
Nov.
Dec.

1994 Jan.
Feb.
Mar. p



End of year
or month

1989

1990
1991
1992
1993

1993

1994

Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.

Nov.
Dec.

Jan.
Feb.
Mar. p

End of year
or month

1989

1990
1991
1992
1993

1993

1994

Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.
Nov.
Dec.

Jan.
Feb.
Mar. p
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2. Consolidated balance sheet of the banking system *

Assets
DM million
Lending to domestic non-banks
Bundesbank Credit institutions
Public authorities Federal Railways and Post Office and Enterprises
east German Railways and Post Office
Advances, Advances,
Treasury Treasury
bills and bills and .
Domestic Treasury Treasury Domestic
Total non-banks, discount Equalisation discount non-banks,
assets Total total Total paper Securities  jclaims Total paper Securities  1total Total
3,242,309} 2,483,922 13,872 12,886 1,053 3,150 8,683 986 - 986} 2,470,050] 1,922,807
3,831,900{ 2,888,562 13,528 12,725 742 3,300 8,683 803 - 803] 2,875,034] 2,271,469
4,147,464 3,160,622 13,669 13,004 189 4,132 8,683 665 - 665] 3,146,953} 2,517,779
4,504,485 3,497,507 19,291 18,958 4,542 5,733 8,683 333 - 333] 3,478,216] 2,738,955
4,998,913} 3,839,970 13,413 13,081 - 4,398 8,683 332 - 3321 3,826,557} 2,986,071
4,551,167 3,549,523 14,688 14,376 88 5.605 8,683 312 - 312] 3,534,835| 2,776,254
4,559,880| 3,562,577 14,719 14,407 117 5,607 8,683 312 - 312] 3,547,858} 2,785,056
4,600,462 ] 3,586,549 15,787 15,475 1,404 5,388 8,683 312 - 3121 3,570,762 2,799,961
4,668,1481 3,615,103 14,415 14,103 64 5,356 8,683 312 - 312] 3,600,688| 2,824,837
4,699,775] 3,651,546 15,437 15,128 1,163 5,282 8,683 309 - 309] 3,636,109 2,838,961
4,725,393] 3,663,904 14,014 13,666 121 4,862 8,683 348 - 348] 3,649,800 2,846,825
4,755,072| 3,704,855 14,023 13,703 126 4,894 8,683 320 - 320] 3,690,832 2,882,237
4,802,738] 3,748,740 14,616 14,285 898 4,704 8,683 331 - 331 3,734,124| 2,909,286
4,865,112§ 3,777,189 14,565 14,238 973 4,582 8,683 327 - 327| 3,762,624| 2,924,103
4,998,913} 3,839,970 13,413 13,081 - 4,398 8,683 332 - 332] 3,826,557| 2,986,071
5,002,789} 3,847,790 13,191 12,859 - 4,176 8,683 332 - 332] 3,834,599] 2,987,627
5,017,960 3,864,077 13,070 12,761 - 4,078 8,683 309 - 309] 3,851,007{ 2,997,433
5,010,628 3,902,653 12,980 12,671 - 3,988 8,683 309 - 309] 3,889,673] 3,027,463
Liabilities
DM million
Money stock M3 Memorandum items
Money stock M2
Money stock M1 Domestic non-banks’
time deposits
Domestic non-banks’ for less than 4 years
sight deposits
Currency
in circula- Domestic jMoney
tion (ex- of which  ]non-banks'{stock
cluding Enter- Enter- savings M3, Money
credit prises prises deposits  |monthly stock M3,
institutions’ and and atthree Javerage 9 |extended 10
Total cas! indi- Public au- indi- months’
liabilities Total Total Total balances) 6] Total viduals 1 Jthorities 7 |Total viduals 1 |notice 8 |DM billion
3,242,309] 1,255,627 776,561 450,746] 146,921 303,825] 283,702 20,123} 325,815 279,419 479,066 1,220.9 1,363.6
3,831,900; 1,502,983} 987,618] 584,338 158,567 425,771 391,197 34,574| 403,280] 350,350| 515,365 1,461.4 1,642.9
4,147,464 1,597,658] 1,084,525] 604,041 171,774 432,267] 402,894 29,373] 480,484} 422,814] 513,133 1,550.0 1,762.8
4,504,485 1,718,696} 1,196,537] 669,575} 200,507] 469,068] 440,663 28,405| 526,962] 469,702] 522,159 1,685.1 1,929.2
4,998,913 1,906,637] 1,319,230§ 726,321 211,977 514,344} 486,160 28,184] 592,909] 531,033} 587,407 1,834.4 2,175.2
4,551,167 1,698,7701 1,162,203] 610,095| 191,807| 418,288] 399,577 18,711 552,1081 495,290| 536,567 1,684.1 1,938.6
4,559,880} 1,708,163] 1,169,396] 614,183 194,089 420,094] 400,883 19,211 555,213| 501,182] 538,767 1,690.1 1,948.6
4,600,462 1,725,4401 1,184,615] 620,324} 195,322] 425,002| 403,757 21,245] 564,291 506,236 ] 540,825 1,705.8 1,969.3
4,668,148 1,731,965] 1,193,139} 631,461 195,068] 436,393| 415,357 21,036} 561,678 502,700} 538,826 1,712.2 1,975.3
4,699,775 1,739,818] 1,200,471 631,317] 199,197] 432,120 412,468 19,6521 569,154{ 511,516} 539,347 1,719.4 1,992.4
4,725,393 1 1,748,010) 1,207,545] 635,174} 197,620 437,554} 417,442 20,1127 572,371 513,823] 540,465 1,733.3 1,995.5
4,755,0721 1,750,230 1,206,472 643,709 199,381 444,328 424,329 19,999 562,763 507,257 543,758 17331 2,004.6
4,802,738] 1,765,2801 1,216,927 651,962 201,592 450,370 428,740 21,630 564,965 512,275 548,353 1,738.0 2,038.0
4,865,112§ 1,820,321] 1,266,018 705,367 206,263 499,104 475,439 23,665 560,651 508,315 554,303 1,775.1 2,091.7
4,998,913 1,906,637 1,319,230 726,321 211,977 514,344 486,160 28,184 592,909 531,033 587,407 1,834.4 2,175.2
5,002,789 1,886,994] 1,291,491 686,735] 207,989] 478,746{ 456,464 22,282} 604,756 546,607] 595,503 1,878.1 2,168.9
5,017,960¢ 1,891,410] 1,289,960] 682,304] 208,152] 474,152} 451,307 22,845]1 607,656] 549,2421 601,450 1,875.8 2,167.0
5010,628} 1,887,194 1,283,094] 673,828] 214,716] 459,112] 438,041 21,07 609,266] 552,587| 604,100 . .

* Consolidated statistical balance sheet of the credit institutions (excluding
assets and liabilities of foreign branches), including the Bundesbank (see
Tables Itl, 1 and IV, 2 and 3), from June 1990 including east German credit in-
stitutions. — 1 Including Federal Railways and Federal Post Office and
Telekom. — 2 including Treasury bills and Treasury discount paper of Federal
Railways and Federal Post Office. — 3 Including Treasury bills and Treasury
discount paper of the Federal and Linder Governments, excluding liquidity
paper. — 4 Including the working capital put at the disposal of foreign

10*

branches. — 5 Including counterpart of coins in circulation. — 6 Including
DM notes and coins held abroad. — 7 Excluding Federal Government’s
deposits (see footnote 12). — 8 Until June 1993 savings deposits at statutory
notice. — 8 Money stock as a monthly average of five bank-week return
days (end-of-month levels included with a weight of 50%). Notwithstanding
the other time series, east German credit institutions could not be inciuded
here until July 1990. — 10 Money stock M3 plus domestic non-banks’
deposits with domestic credit institutions’ foreign branches and



Deutsche
Bundesbank

Monthly Report

May 1994

Il. Overall monetary survey

External assets
and individuals 1 Public authorities
Medium Medium Credit :
Short- and Short- and Equalisa- insti- Other
term 2 long-term [Securities  ;Total term 3 long-term |{Securities _ftion claims jTotal Bundesbank: tutions 4 assets 5
375,180 1,506,448 41,179 547,243 10,452 432,082 102,797 1,912 613,519 100,085 513,434 144,868
521,013; 1,697,405 53,051 603,565 27,139 456,094 118,675 1,657 718,366 106,595 611,771 224,972
575,839 1,876,013 65,927 629,174 26,129 485,144 115,540 2,361 729,575 97,346 632,229 257,267
571,202} 2,077,183 90,570 739,261 26,041 501,696 147,200 64,324 794,080 143,959 650,121 212,898
544,236 2,308,022 133,813 840,486 19,944 551,628 193,625 75,289 950,118 122,763 827,355 208,825
559,364 1 2,108,351 108,539 758,581 18,632 511,966 168,186 59,797 793,832 110,290 683,542 207,812
551,464 2,122,285 111,307 762,802 20,178 517,622 167,812 57,190 789,719 108,106 681,613 207,584
549,592§ 2,138,715 111,654 770,801 18,117 521,741 173,813 57,130 800,510 109,404 691,106 213,403
555,014 2,155,686 114,137 775,851 15,176 524,468 178,339 57,868 839,307 107,688 731,619 213,738
548,6571 2,176,366 113,938 797,148 15,606 530,667 176,725 74,150 853,494 121,229 732,265 194,735
540,473 2,193,536 112,816 803,065 14,549 530,963 182,786 74,767 865,400 165,320 700,080 196,089
548,495 2,212,662 121,080 808,595 13,461 534,475 185,497 75,162 854,813 134,227 720,586 195,404
541,385| 2,240,753 127,148 824,838 13,847 541,727 194,965 74,299 854,095 123,123 730,972 199,903
535,901} 2,259,700 128,502 838,521 18,586 545,223 201,807 72,905 883,740 123,629 760,111 204,183
544,236 1 2,308,022 133,813 840,486 19,944 551,628 193,625 75,289 950,118 122,763 827,355 208,825
528,402 2,318,912 140,313 846,972 18,706 554,874 197,508 75,884 938,011 120,729 817,282 216,988
517,947 2,336,355 143,131 853,574 15,081 555,696 207,412 75,385 933,255 121,281 811,974 220,628
529,010 2,347,507 150,946 862,210 13,936 557,612 216,002 74,660 900,452 121,994 778,458 207,523
Domestic non-banks’ monetary capital External liabilities
with credit institutions
Bundes-
bank
Treasury
discount
paper Savings
{liquidity }Federal Time deposits
paper) Govern- deposits with
purchased gment's for 4 years }a period Bearer
by do- deposits and over of notice bonds Credit Excess
mestic in the (incl. loans {of more Bank out- Capital insti- of inter-
non-banks |banking on atrust jthan savings standing [and Bundes-  jtutions bank Other
pe 11 system 12 {Total basis) 3 months jbonds {net) 13 reserves 14 {Total bank 15 16 liabilities liabilities
- 6,879} 1,482,916 491,294 226,522 { 202,512} 406,548 156,040 325,142 54,294} 270,848} - 3,831 175,576
- 19,145 1,670,888 524,869 239,872| 226,5267 489,283 190,338 392,982 54,783 338,199 ~ 1,929% 247,831
- 12,722, 1,852,810 560,103 240,951 236,725 603,087 211,944 395,212 44,8853 350,327 5,161 283,901
- 429§ 1,988,452 564,349 248,5841 240,038, 696,004] 239,477} 455,971 29,1771 426,794 23,6847 317,253
100.0 13,496} 2,146,016 603,478 271,999¢ 219,367 789,053 262,119{ 536,249 42,416 . 493,833 20,983, 375,532
2,500.0 7071 2,035,111 572,172 242,873 1 235927 736,037 248,102} 480,054 39,9461 440,108 8,237 328,288
3,400.0 7,036 2,042,065 574,735 242,1047 234,373, 740,321 250,532 476,547 39,859¢ 436,688 4,515} 321,554
3,700.0 10,5204 2,053,553 578,214 242,5591 233,320f 746,4961 252,964 482,132 40,001 442,131 11,6141 317,203
1,900.0 17,851} 2,069,989 579,931 246,866 231,634] 755,567, 255,991 499,434 41,191 458,243 16,272} 332,637
1,800.0 12,660} 2,087,025 583,589 248,042 1 228,961 769,871 256,562 505,409 40,219% 465,190 14,263 340,600
2,100.0 11,6741 2,098,635 587,895 251,911 227,919 775,659 255,251 509,076 42,245, 466,831 12,401 345,597
1,600.0 17,7591 2,109,814 589,762 254,422 227,098} 781,648} 256,8841 503,488 42,237 461,251 11,460 1 362,321
1,300.0 15,083 | 2,125,420 593,867 256,953} 2264371 789,904] 258,259} 517,637 43,230 . 474,407 15,745§ 363,573
1,300.0 2,897 2,135,978 596,274 259,327 224,788{ 795,714] 259,875 527,212 43,793 483,419 14,673 364,031
100.0 13,496 2,146,016 603,478 271,9991 219,367 789,053 262,119] 536,249 42,416 493,833 20,983§ 375,532
100.0 6,7151 2,168,722 613,509 270,327 211,716f 807,080} 266,090 554,967 43,463 511,504 22,001 363,390
700.0 4,200: 2,180,015 620,076 269,891 208,567 809,008 272,473 557,925 45518} 512,407 23,994 360,416
500.0 55411 2,180,068 623,505 269,512 207,439] 803,546 276,066 560,736 41,260 519,476 19,629 357,460

foreign subsidiaries, and bearer bonds in the hands of domestic non-banks
(marketable securities up to April 1986 with maturities of up to and
including one year, from May 1986 with maturities of less than two years;
partly estimated). — 11 Included in “Other liabilities”. — 12 Sight deposits
and time deposits for less than 4 years. Up to December 1993 central bank
deposits of domestic public authorities. — 13 Amount outstanding after de-
ducting credit institutions’ holdings of their own and other credit institu-

tions' bonds. Including bank bonds held by banks and non-banks abroad. —
14 Bundesbank and the credit institutions. After deduction of the asset
items: unpaid capital, own shares and participating interests in domestic
credit institutions. — 15 Including liquidity paper sold to foreign parties and
including counterpart of special drawing rights allocated. — 16 Including the
working capital of the branches of foreign banks.
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End of year
or month

1989

1990
1991
1992
1993

1993 Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.

Nov.
Dec.

1994 Jan.
Feb.
Mar. P

End of year
or month

1989

1990
1991
1992
1993

1993 Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.
Nov.
Dec.

1994 Jan.
Feb.
Mar. p



Period
1974

1990 1st gtr
2nd gtr
3rd gtr
4th qtr

1991 1st gtr
2nd atr
3rd gtr
4ath qtr

1992 1st gtr
2nd qtr
3rd gtr
4th qtr

1993 1st gtr
2nd gtr
3rd qtr
4ath qtr

1994 1st qtr

1992 Aug.
Sep.
Oct.
Nov.
Dec.

1993 Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sep.
Oct.
Nov.
Dec.

1994 Jan.
Feb.
Mar.

Apr. pe
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3.-Central bank money requirements of banks and
liquidity policy measures of the Bundesbank

DM million; calculated on the basis of the daily averages of the months

I. Provision (+) or absorption (-) of central bank balances by II. Liquidity policy measures of the
1. Change in central bank Change in minimum reserve
money {increase: -} 2. Current transactions ratios (increase: -)
Change in domestic
non-banks’
net balances with
the Bundesbank
Foreign |Federal 6
exchange jand
Memor- linflows jLander
Minimum jandum {to (+)or {Govern- "Float" Change
reserve item outflows [ments, in pay- in re-
on Central  from(-) EBF, ments for financing
Currency domestic |bank the “German |Other with the Total for foreign |facilities 9
in cir- liabili- money |Bundes- jUnity" non- Bundes- [Other (1.1 domestic }liabilit- |(reduc-
Total culation 1 ties 2 3.4 bank 5 Fund banks bank factors 7 iplusl.2) ]Total liabilities jies 8 tion: -)
- 5774 -~ 4,455 - 1,319 96,129] - 2,826} - 2,965} + 72} - 438] - 4,353} - 16,284} + 12,831§ + 10,416} + 2,415} + 4,532
~ 9,480 -~ 52977 - 41837 99,709f - 2,080f - 2,754} + 1,092] + 434] - 2,628} - 15416] + 7,052] + 5,900} + 1,152} + 4,542
- 7,878 - 4,094} - 3,784} 111,496 + 8277{ + 8,126f - 462} - 758] - 4,425} + 2,880} - 4,429] - 3.909] - 's20l+ 666
- 10,214 - 6644, - 42701 114,487{ + 83611 + 4983! + 206! + 278] - 4,120} - 1,201} + 8,177} + 7.9231 + 254+ 6,531
- 14,112{14 - 8722. - 5,390; 129,887] + 20,307| - 2,139} - 496] + 1,059] - 4,450| + 1691 - 1,846] - 1,288] - 558]+ 4,379
- 7,752 - 5248: - 2,504{ 140,177| - 5178] + 3,853] - 186} - 114| - 4,871| - 14,248] - 3,159} - 2,538| - 621]+ 5,135
- 6,523 - 42031 - 2,320 136,670] - 24,6441 + 299} + 310§ - 728] - 7,876] -~ 39,162} + 10,472 + 10,030 + 442]+ 12,082
~ 2,709 + 1721 - 2,881 135741] - 3,142] + 1,128| + 254} + 165] - 7,634} - 11,938| + 4,059} + 3,638 + 421}+ 5,056
- 7,452 - 4,313] - 3,1391 138,040 + 1,716] - 4,056} + 160} - 1,299] - '674] - 11,605| + 5,380| + 5153] + 227{+ 7,708
- 10,064 ~ 7,271F - 2,7931 148,104{ - 1,964] + 1,652] - 203] + 628] + 1,047] - 8904] - 228 -] - 228}~ 726
- 7,120 - 4,559; - 2,561} 155,224} - 3,938} + 1,256] - 114! + 102} - 662{ - 10,476] - 355 -} - 355}+ 7,761
- 6,623 - 3,893] - 2,730, 161,847} - 6708 - 4,173} + 62] + 373 - 1,397] - 12,428] + 85 -} + 851+ 3,313
- 13,066 - 8585) ~ 4481f 167,721] + 8655| - 2221 - 280] + 382| + 4,496] - 35] + 739 + 7,192 + 204}- 5,573
- 15,530 - 11,4651 - 4,065! 188667] + 38672] + 1,751 - 3100 + 955| - 2,114} + 23,424] - 6,108| - 5416 - 693§- 7.637
- 18,558 - 15,3981 - 3,160f 207,225{ - 30,6014 + 2,311} - 253| + 2,709} - 10,568} - 54,960} + 188 -1 + 188}+ 401
- 9,351 - 66241 - 2,727 216,576 - 19,984] - 2,152] - 350} + '605| - 1,455] - 32,687} - 120 -1 - 120fj+ 7534
- 295560 - 14,993} - 15,3631 246,132| + 9,944 - 16,207 - 523| + 961f - 4,209] - 39,500] - 180 -l - 180]+ 25,183
- 20,193 - 13,413} - 6,780 266,325| + 1,089! + 9,710 - 551} - 3,398} - 7,343] - 20,686} ~ 137 -1 - 137|- 7,640
- 38,694 - 24,0661 - 14,628} 305,019 + 63,617} + 10,855 + 4,641} — 2,095} - 7.452| + 30,872} - 855 -] - 855|~ 15,501
- 21,512 - 14,230} - 7,282 294,311} - 16,617} - 9,213} - 22§ - 2,303} - 3,883] - 53,550| + 32,585 + 32,220{ + 365]+ 65
+ 47 + 5082} - 351§ 211,845] + 1,056] + 7718 + 135} - 1,537] - 2,194)1 + 2,962} - 429 -1 - 429]- 501
+ 97 + 7691 - 6721 211,748] + 2,717} - 9,234] - 421 + 14171 + 7,437] + 2,392] + 80 -] + 80| + 274
- 21,120 - 10,719} - 10,401 232,868} + 1,981| - 5401] - 347] - 1,742} - 4,392} ~ 31,021} + 80 -1+ 80|+ 25,402
- 13,264 - 93257 - 3,939 246,132| + 4,190| - 2,343} - 269} + 2,823} - 5,060} - 13,923} + 89 -{ + 89|+ 8
+ 43 + 2,7670 - 2,3361 245701] - 1,699] - 3,408] - 234| - 667} - 2,483} - 8060} - 147 -} - 147}~ 1,900
- 127 - 756: + 629 245828] - 4,827] + 53111 + 61§ ~ 54| + 4,797] + 5161} - 22 -} - 2]+ 39
- 5,521 - 4747¢ - 7741 251,349] + 3,361] + 9,726] - 318f - 5372} - 3963| - 2,087] + 111 -+ 111}- 5634
- 14,976 - 10,677§ ~ 4,299} 266,325] + 4,254] - 1,919 - 60} + 2,695] - 5,694} - 15700} - 79 -] - 791 - 145
+ 2,021 + 74037 - 53821 264,304| + 3,944| + 1,269} + 4,724F - 1,605] - 4,608} + 5745| - 143 -] - 143}- B394
- 5897 -~ 4922y - 975| 270,201] + 5,280f - 2,073} - 31| + 1,094] + 8524} + 6,897] ~ 122 -1 - 122+ 2
- 8,066 - 62878 - 1,7791 278,2671 + 47,107} - 4,772] + 82§ - 1954) - 4718} + 27.679] + 146 -] + 146]- 5814
- 26,752 - 20,260§ - 6,492} 305019] + 7,286 + 16,431] -~ 134} + 370} - 6,650} - 9,449] - 736 -] - 736}j- 1,057
+ 8,619 + 66921 + 1,927} 264,180] - 29,6321 - 84211 + 44] - 796] - 3,749] - 33,935] + 32,742} + 32,220] + 522}+ 304
- 3,695 - 2,708} -~ 9871 267,875} - 3,187] - 10,361] + 87) - 1741 + 8,406] - 8,924| + 82 -1 + 82} - 110
- 5,458 - 3,995} - 1,463] 273,333] + 32,853f - 2, + 27) - 547} - 3,866} + 20,486) -~ 143 - - 143]- 516
- 20,978 - 14,2197 - 6,759] 294,311 - 16,651} + 12,092 - 180] — 786} - 4,674] - 31,177} -~ 96 -1 - 96|+ 297
+ 3412 + 3,012] + 400; 262,469 + 2,109| + 6,317} + 122} + 63] - 15471] - 3,448} + 29,869{ + 28,122| + 1,747]- 191
- 1,553 - 1,715} + 1621 2750931 + 2,191} + 1,605] + 32y - 761 - 1,619] - 105] + 220 -1+ 2201+ 33
- 3,174 - 1,889: - 1,285] 278,267 + 43,522} -~ 1,174} - 5} - 456} - 1,541} + 37,172} ~ 110 -1 - 10}- 20
~ 4,164 - 2,652 - 1,512} 282,431 + 22,898} - 5,227 104 + 1,108] - 2,557] + 12,048} - 1,132 -1 - 1,132 14
4,520 - 3,664 - 8561 286,951 - 20,282% + 13,345; - 30} - 494{ - 1,112} - 13,093] + 480 ~] + 480}~ 1,029
-~ 18,068 - 13,944, - 4,124] 305,019{ + 4,670} + 8313§ — 941 - 2447 - 2981} - 8404] -~ 84 - - 84| - 14
+ 2,634 + 3,717%F - 1,0830 302,385] + 1,824} - 7,579} + 83 158) - 351 - 3,5471 - 379 -1 - 379}+ 270
+ 7,168 + 3,581: + 3,587 295,217{ - 18,902] -~ 1,593] + 561 + 679] - 2,640] - 152321 + 445 -| + 4451+ 157
- 1,183 - 606 - 577% 264,180f - 12,554] + 751} - 95§ - 1,317} ~ 7581 ~ 15,156] + 32,676} + 32,220| + 456}- 33
- 599 - 11611 + 562] 264,779] - 3,382{ + 3,497 + 55| + 3570 + 2,231} + 2,158] + 203 - + 203|+ 8
- 540 - 689} + 149§ 265,319} - 257F - 9,505] + 46] ~ 931 + 7,695] - 2,654] - 16 -y - 16] - 29
- 2,556 - 858] ~ 1,698] 267,8751 + 4521 - A352] - 14§ - 438} - 1,520] - 8,428] - 105 -1 - 105]- 89
- 3,283 - 3,098 - 185 271,158 + 3,336( + 542] - 31 + 322) - 2176} - 1,262] - 47 -1 - 47}j- 116
- 499 - 3231 - 176} 271,657} + 44,459] + 1,303] + 8] - 1,300 - 5 + 43,377| + 65 -+ 65}~ 172
- 1,676 ~ 5741 - 1,102} 273,333] - 14,942] - 4.368] + 22| + 431} -~ 1,096] - 21,629} -~ . 161 -1 - 161~ 228
- 850 1,541¢ + 6911 274,183] -~ 14,210] + 4381 - 13) + 707} - 1,5301 - 15,458] + 126 - + 126]- 75
- 5041 - 2,929 - 2,112} 279,224} - 4,053] + 8,742y - 114} - 882} - 1,323} - 2671] - 189 -1 - 189]+ 434
- 15,087 - 9,749 - 5338] 294,311] + 1,612] + 2912{ - 531 - 611} - 1,821} - 13,048] - 33 -1 - 331 - 62
+ 2,029 + 3,9867 - 1,957] 2922821 + 5521 + 5334] + 131} - 127} - 1,318} + 6,601} - 247 -1 - 247]- 42
+ 2,889 + 7371 + 2,1527 2893931 - 4071 + 954 - 70] + 1,194] - 3014} + 1546] - 259 -} - 259|~ 85
- 1,506 - 1,711 + 205§ 262,463 + 1,964| + 29} + 61] - 1,004} - 11,139} - 11,595| + 30,375] + 28,122} + 2,253~ 64
- 3,009 ~ 3,090{ + 81} 265,478] + 977§ - 327 + 16 704§ + 10,323] + 8,979] - 41 - - 41] - 208
* From July 1990 data including eastern Germany, from February 1992 6 Including public funds shifted temporarily to the banks (under section 17
including the Deutsche Bundespost Postbank. — 1 From March 1978 of the Bundesbank Act). — 7 Balance of items in the Bundesbank Return

excluding the credit institutions' balances of domestic notes and coins. —
2 At current reserve ratios, but excluding changes in required minimum
reserves resulting from changes in the reserve ratios, which are shown in
item Il. — 3 Currency in circulation plus minimum reserves on domestic
liabilities at current reserve ratios. — 4 In the current month or the last
month of the period. — 5 Effective transaction values, excluding foreign
exchange swaps and foreign exchange repurchase agreements. —

12*

not specified here; changes result mainly from the entries to the
Bundesbank’s profit and loss account. In March 1994 substantially affected
by the lower deductibility of credit institutions’ cash in hand, when
complying with their minimum reserve requirements. — 8 including
changes in the minimum reserves due to growth in reserve-carrying foreign
liabilities and, up to 1977, including minor changes in the cash deposit. —
9 Rediscount quotas and (from Juli 1, 1990 up to November 1, 1992)
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Il. Overall monetary survey

Bundesbank IV. Covering of remaining
deficit (+) or absorption Memorandum items
Open market operations of surplus (=) b Average level during month 4
(net sales: -)
Shifts Balance

Foreign | of of short-

ex- Federal term

change |bal- assist-

swaps, |ances ance

foreign ito the change meas-

under ex- money in ures Season-
repur- change {market recourse {lombard in the ally

in long- ichase repur- {{under to or money :adjusted
term agree- chase {sec- unused  ispecial market 12: central
securitiesj ments in agree- ;tion 17 lil. Grand |refinanc- {lombard change in |Unused | Lombard(net bank
("out- |(in trade short- {ments iof the total ing loans : “excess refinancior claims money
right bills and {in term and Bundes- (l. plus facilities :(in- balances" iing special of the stock,
trans-  |securit- |liquidity] Treasurylquick jbank Il.) (de- i(reduc- [crease: (reduc- facilit- :lombard Bundes- DM bil-
actions"}}ies) 10 paper 1% bitls tenders {Act) Total (iL.) ificit: -) tion: +) i+) tion: +) jes 9 loans :bank: +) 'lion 13
+ 368} - 1,438 - 396 - - ~f +15,8971 - 387 - 19621+ 1,992 + 3571 4,093 2815 - 100,8
+ 7489 + 2521+ 3,908 - -1+ 4,475 +27,718] + 12,302} - 10,209} - 2,031 - 62: 14,302 784 4,727:15 110,8
- 6,616} — 252{- 1,738 - -i-4,475 - 16,844} -13,964] + 7,200|+ 6,473 + 291 7,102; 7,257 - 120,1
- 664} + 0 - 22 - - —1 +14,022; +12,821; -~ 5,470{- 6,473 - 878 12,572 784 - 131,9
+3,774; + 0/ - 7,39 - —i+ 0] - 1,087 - 918 - 154§+ 975 + 97: 12,7261 1,759 - 143,1
- 1,947 + 0+ 4,652 -§-2,3891+ 111 + 2,403} —11,845! + 9,706+ 2,158 - 19 3,020; 3,917:- 2,278 151,2
+ 1,347 + 6,023{+ 3,132{+ 0i+ 4,615:- 1111 +37,560; -~ 1,602; - 1,363+ 2,583 + 382, 4,383] 6,500 8,249 159,7
+ 11 + 4,449 - 51:+ 0i—- 663+ 1611 +13,012] + 1,074] + 1,289{- 2,517 + 154; 3,094: 3,983 12,196 164,7
+ 1,771; - 1,438:- 274 -1+ 3461+ 1,295] + 14,788} + 3,183| - 3,498 + 139 + 1761 6,592] 4,122 12,399:15 174,6
+ 2,381 + 6,627}~ 9 —i-1909 - 1,456 + 4,680] - 4,224: + 3,336, + 984 - 96 3,256: 5,106 15,661:15 186,2
- 3456 + 7,743|- 41 —-i+ 0+ + 11,272} + 796, - 1,028+ 312 - 80: 4,284. 5418 23,404 194,8
- 272 +16,478 + 376i— 733:+ 161+ 13,2100 +20,6181 + 8,190 - 3,094 - 4,997 - 99. 7,378 421 40,520 203,5
+ 11,1411 - 9,548i+ 277i+ 733|+ 3131+ 432] - 4829] - 4864; + 4,183+ 605 + 76: 3,195 1,026 32,450 220,6
- 730: - 5467~ 280 - 417 - 322,- 1561} -22,523: + 901 + 88|~ 881 - 108} 3,107 145 24,683 238,6
+ 454: +50,402: - 19+ 402 - 56 + 161 +51,7887 - 3,172} + 883j+ 2,210 + 79: 2,224. 2,355 75,447 258,8
- 475} + 26,679+ 85:+ 15+ 297 - 97! +33,918; + 1,231 - 461{- 565 - 205; 2,685 1,790: 102,341 271,0
+ 145} +13,329;- 475:+ 01+ 2441+ 794: +39,040; - 550; - 5421+ 2,339 - 1,2477 3,227 4,129. 116,708 .
+ 5641 +29,795{+ 985i- 2521+ 128]+ 893 +24,336] + 3,650} - 1,981- 2,257 + 588, 5208 11,8721 147,272:15 3378
+ 11,4547 - 16,039+ 1,833 - 165, - 765;- 1,687: —31,725{ - 853 + 2,006 - 1,388 + 235; 3,202 484 128,616 3871
- 1,274 + 46,559 25,206 + 417+ 0+ 3,1531 +56,299; + 2,749 - 4,219 + 1,059 + 41 7,421 1,543. 178,745 .15 416,4
+ 552% - 1,564 - 185 - 6563:- 393 -i - 3,083} - 121 + 928j- 1,188 + 381 1,757 602 99,821 275,7
- 165, - 5207:i- 127.+ 536 -i+ 1,563 - 3,046] - 654] + 93{+ 541 + 20 1,664! 1,143 96,713115 277,7
- 135] + 5042{- 87+ 27+ - 696] +29,633) - 1,388 - 1,291i+ 3,952 - 1,273, 2,955 5,095: 101,086 .
- 107} + 15,058~ 76 + 0i+ 637 - 731 + 15,536 + 1,6131 - 272{- 966 - 375 3,227, 4,129: 116,708 .
- 93! +11,828: -~ 3 -i— 887:+ 496 + 9294 + 1,234: + 219;- 2,359 + 906: 3,008: 1,770: 128,145:15 322,7
- 138 - 1,313]- 265 % 0+ 250i- 2841 - 1,733} + 3,428} - 2,834:- 737 + 1437 5,842 1,033] 126,798 326,4
+ 487 + 5,168/ + 558 -i+ 284i- 706i + 268] - 1,819} + 992.+ 451 + 376: 4,850: 1,484! 131,544 3332
+ 308 +14,112i+ 695/~ 252+ 481}+ 1,387, +16,507[ + 807; - 358 + 388 - 837: 5208 1,872 147,272:15 3378
+ 964 - 117:+ 1,378/ + 252/ - 765i-— 985{ — 9,178| - 3,433, + 3,436~ 936 + 933 1,772 936: 145,657 351,5
+ 701} - 8,644+ 1,078 R E 0i- 202, - 6925 - 28! - 444i+ 510 - 381 2,216: 1,446 136,811 360,6
+ 5771 - 15,0201+ 166 - 2,469|- 98791+ 177i -32,116 - 4,437{ + 5081}~ 694 + 50; 2,865 752; 109,620 371,2
+ 80! + 7,742 - 789:+ 2,052+ 9,879~ 677; +16,494! + 7,045, - 6,067, 268 - 710, 3,202 484; 128,616 387,1
- 139} +22,920{-19,227{+ 332 + 743}+ 1,355} +39,120} + 5,185] - 5,694i+ 124 + 385. 8,8% 608; 153,966:15 389,3
- 276} +11,9651- 55211+ 85]- 7431+ 132} + 5614} - 3,310] + 3,292|- 288 + 306! 5,604 3200 165,405:15 398,4
- 445, -11,928{- 397+ 0f+ 0i- 22i -13,4511 + 7,035{ - 8,302+ 1,233 + 34: 13,906; 1,553¢ 153,455.15 4057
- 414 +23,602]- 61 -t 01+ 1,688: + 25016; -~ 6,161: + 6,485, — 10 - 314: 7421 1,543 178,745 15 416,4
— 383] -23599/+ 481 - —i- 3,153, + 3,024; — 424; - 350,+ 538 + 236 7,771 2,081; 151,993 428,2
+ 2131 + 735{- 1 - —-{-1565] - 365{ - 470 - 73t+ 573 - 300 -3,7000 2,395 144,039 366,9
- 53] -22,619i+ 0i- 2,469~ 9,879i+ 548 -34,602] + 2,570] - 835j- 1,643 - 92 -2,865 752: 109,620 371,2
~ 1151 - 24,3441 - 1031+ 2,469 +13,190 | + 5526} - 4,5231 + 7,525] - 7,272{- 124 - 129 4,407 628 106,461:15 377,6
+ 112§ +20,658|- 236 -{-3,311{~- 5536} + 11,138} -~ 1,955 + 1,489+ 602 136, 2,918¢ 1,2301 118,272{15 379,7
+ 831 + 11,428{- 450 - 417 -y~ 667! + 9,879: + 1,475 — 284 - 746 ~ 445; 3,202 4841 128,616 3871
+ 681 + 4,309;- 466i+ 417 - -+ 42191 + 672: - 1,732;+ 523 + 537 4,934, 1,007; 133,342 388,8
- 50§ + 9,504~ 21 -+ 5583+ 1,304, +16,922: + 1,690 - 25721+ 877 + 51 7,5060 11,8841 149,733 386,4
- 157} + 9,107 -18,740} - 85{— 4,840 + 51. +17,979. + 2,823; - 1,390\ - 1,276 - 157¢ 8,896 608 153,966,15 389,3
- 141 + 2,225/ - 6,2361 + 85;— 743i- 1,230: - 5702: - 3,544, + 3,268:- 104 + 3801 5,628 504: 154,303}15 3925
- 103§ + 431 - 22 —:— 1181+ 1,450 + 1,593 - 1,061, + 246. + 1,088 - 273} 5,382 1,592] 156,066 395,3
- 159} + 9,309, + 737 -1+ 118]- 88! + 9,723 + 1,295] - 2221- 1,272 + 199! 5,604 320. 165,405115 398,44
- 611 + 2,612}+ 268i- 755i+ 115}~ 921 + 1,924; + 662, - 530:+ 18 - 150 6,134 338, 167,285:15 400,3
- 170] -44,010 —i+ 755!+ 3,540i+ 1,617 —38,375; + 5,002] -~ 5573j+ 450 + 121 11,707 788: 129,187 403,4
- 214 + 29,470 - 665 —{- 3655~ 1,547 +23,000: + 1371} - 2,199i+ 765 + 631 13,906 1,553; 153,455:15 4057
- 114} + 10,662 - 48 - —i— 4641 +10,087, - 5371, + 6,264:- 684 - 209, 7,642 869. 163,653 408,4
- 169} - 1,41 - —t+ 9321+ 1,2321 + 821, - 1,850 + 1,737:- 58 + 1M 5,905 811: 164,398 411,8
- 131 +14,359; - 13 —i- 9321+ 920] + 14,108} + 1,060} - 1516}+ 732 - 276, 7421 1,5431 178,745.15 416,4
- 881 — 2,051i{- 204 - -1-3,153} ~ 5785 + 8167 — 2,985, + 2,098 + 71: 10,406; 3,641: 173,541:15 4224
- 2501 + 3,751~ 5 - - -1 + 3,1521 + 4,698, - 3,531;- 1,222 + 551 13,937; 2,419: 177,292 426,4
- 45{ -25,299{+ 690 - ~i{ + 5657% - 5938, + 6,166/ - 338 + 1100 7,771 2,081; 151,993 428,2
- 101} -11,829:+ 29;- 523;+ 1,632 -1 - 11,041} - 2,062{ + 1,409{+ 662 - 9. 6,362 2,743 141,273 433,7

refinancing quotas including facilities for money market paper eligible
for purchase by the for money market paper eligible for purchase by
the Bundesbank. — 10 Excluding quick tenders {(shown separately). —
11 Up to end-October 1992 also in mobilisation paper and up to
end-December 1990 aiso in prime banker's acceptances; until the
intensification of open market operations (via "Bulis") in March 1993
only with (as a rule public) non-banks (in part also via returnable paper),
and until 1980 also only with banks {via non-returnable paper);
excluding (separately shown) short-term Treasury bill sales (to banks). —

12 Open market transactions in securities and trade bills under
repurchase agreements, foreign exchange swaps and foreign exchange
repurchase agreements, quick tenders, shifts of Federal balances under
section 17 of the Bundesbank Act and short-term sales of Treasury
bills. — 13 At constant reserve ratios {base: January 1974) and excluding
bank bonds subject to reserve requirements. — 14 Statistically adjusted,
see footnote 1. — 15 Statistically adjusted for Federal balances shifted
temporarily to the credit institutions (under section 17 of the
Bundesbank Act).
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Period
1974

1990 1st qtr
2nd qtr
3rd gtr
4th gtr

1991 1st qtr
2nd qtr
3rd gtr
4th gtr

1992 1st qtr
2nd qtr
3rd qtr
4th gtr

1993 15t gtr
2nd qtr
3rd gtr
Ath gtr

1994 1st gqtr

1992 Aug.
Sep.
Oct.
Nov.
Dec.

1993 Jan.
Feb.
Mar.
Apr.
May
June

July
Aug.
Sep.
Oct.
Nov.
Dec.

1994 Jan.
Feb.
Mar.

Apr. pe



End of year or
month/
Reporting date
1989

1990

1993 July
Aug.
Sep.

Oct.
Nov.
Dec.

1994 Jan.
Feb.

1994 Mar.

Apr.

End of year or
month/
Reporting date

1989

1990

1991

1992

1993

1993 July
Aug.
Sep.
Oct.
Nov.
Dec.

1994 Jan.
Feb.

1994 Mar.

Apr.
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IIl. Deutsche Bundesbank

1. Assets
DM million
Monetary reserves and other external assets 1. 2 Lending to domestic
Monetary reserves
Reserve position in the IMF Securities
and special drawing rights pur-
chased
Memo in open
Loans item market
Drawing junder Claims External trans-
rights special Claims on the loans actions
within borrow- on the European and under re-
the ing Special European [Monetary [Foreign other purchase
Total reserve arrange- jdrawing [Monetary |institute [Jcurrency |external agree-
assets Total Total Gold tranche  [ments rights Institute 3 l{gross) 3 |balances |assets Total ments
308,571 99,960{16 97,528 13,688 5,166 - 3,063 17,303 32,125 58,308 2,432 175,325| 108,829
349,598 106,446 117 104,023 13,688 4,565 - 2,808 18,445 29,370 64,517 2,423 208,524 117,435
359,909 97,346:18 94,754 13,688 5,407 - 2,906 17,329 29,129 55,424 2,592 225,318| 148,457
368,339 143,959119 141,351 13,688 6,842 - 1,357 33,619 41,659 85,845 2,608 188,9291 124,099
405,567 122,763 120,143 13,688 6,833 - 1,663 36,176 47,963 61,783 2,620 257,502] 184,531
364,761 121,229 118,586 13,688 6,562 - 1,474 26,333 38,763 70,529 2,643 215,341] 151,913
384,927 165,320 162,694 13,688 6,497 - 1,514 46,932 59,362 94,063 2,626 190,526 | 139,258
395,898 134,227 131,607 13,688 6,476 - 1,514 46,982 59,412 62,947 2,620 2356171 163,974
384,627 123,123 120,503 13,688 6,451 - 1,514 44,462 56,945 54,388 | 2,620 231,5331 164,778
401,689 123,629 121,009 13,688 6,321 - 1,554 36,674 49,157 62,772 2,620 249,771 180,442
405,567 122,763 120,143 13,688 6,833 - 1,663 36,176 47,963 61,783 2,620 257,502} 184,531
390,548 120,729 118,109 13,688 6,813 - 1,663 33,369 47,617 62,576 2,620 243,090 167,702
399,871 121,281 118,661 13,688 6,778 - 1,699 33,438 47,686 63,058 2,620 252,066} 187,921
355,242 121,471 118,851 13,688 6,778 - 1,699 33,438 47,686 63,248 2,620 212,200 154,524
361,677 121,675 119,055 13,688 6,778 - 1,699 33,438 47,686 63,452 2,620 214,849 154,952
354,570 121,832 119,212 13,688 6,719 - 1,699 33,438 47,686 63,668 2,620 209,859] 149,195
368,536 121,994 119,374 13,688 6,811 - 1,699 33,515 47,762 63,661 2,620 21,86. 148,054
361,185 122,192 119,572 13,688 6,811 - 1,699 33,515 47,762 63,859 2,620 213,321 153,268
340,454 122,307 119,687 13,688 6,811 - 1,699 34,254 48,656 63,235 2,620 195,219 135,427
339,774 122,472 119,852 13,688 6,563 - 1,699 34,254 48,656 63,648 2,620 195,595{ 134,215
352,209 122,810 120,190 13,688 6,743 - 1,699 34,323 48,725 63,737 2,620 204,286 135,174
2. Liabilities
DM million
Deposits
Domestic public authorities
EBF, ERP Domestic
Domestic Special Fund, enterprises
Total Banknotes credit Federal "German tander Other public jand Foreign
liabilities in circulation linstitutions 11 |Total Government  {Unity" Fund JGovernments {depositors 12 findividuals 13 |depositors 1
308,571 150,548 66,874 6,129 5,149 3 932 45 5516 48,421
349,598 166,909 76,678 19,145 15,348 14 3,685 98 6,420 49,105
359,909 181,300 72,439 12,722 11,638 9 1,010 65 9,757 39,373
368,339 213,355 88,872 429 79 14 302 34 793 24,637
405,567 224,341 73,378 13,496 13,025 22 387 62 781 22,045
364,761 208,272 64,825 3,040 2,842 5 153 40 516 24,030
384,927 207,734 84,785 3,674 3,262 6 374 32 526 24,394
395,898 209,180 77,415 17,759 16,910 21 762 66 500 23,686
384,627 211,486 65,631 15,083 14,580 10 454 39 486 23,288
401,689 216,594 89,591 2,897 2,522 6 333 36 570 23,382
405,567 224,341 73,378 13,496 13,025 22 387 62 781 22,045
390,548 218,439 77,401 353 115 ] 139 20 511 21,982
399,871 218,057 84,954 339 120 14 168 37 555 22,208
355,242 220,936 39,561 800 133 17 601 49 511 21,553
361,677 219,709 46,998 756 226 8 489 33 513 21,542
354,570 218,608 41,404 232 100 3 75 54 475 21,490
368,536 223,677 49,805 296 96 18 123 59 588 21,308
361,185 223,522 41,649 464 107 7 310 40 560 21,883
340,454 222,135 41,112 492 125 4 323 40 512 21,375
339,774 220,838 36,811 298 95 4 177 22 460 21,333
352,209 222,022 52,791 225 95 14 70 46 539 21,545

1 The Bundesbank's external positions denominated in foreign currencies,
ECUs and SDRs are shown at balance sheet rates. — 2 For further
breakdown see Table X, 6, and Deutsche Bundesbank, Balance of payments
statistics, Statistical Supplement to the Monthly Report, Table I, 6. — 3 Up
to December 31, 1993 claims on the EMCF in connection with the European
Monetary System. — 4 Excluding prime bankers’ acceptances; the Bundes-
bank ceased buying prime bankers' acceptances with effect from January
1992, — 5 Including Equalisation of Burdens Fund and ERP Special Fund. —
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6 Since the entry into force of the second stage of the economic and
monetary union on January 1, 1994, the Bundesbank may no longer grant
any direct credit to public authorities. — 7 Resulting from the currency
reform of 1948, including non-interest-bearing debt certificates in respect
of the currency conversion in Berlin (West); including amounts exchanged
for Treasury bills and Treasury discount paper and sold; see also item
“Liabilities arising from liquidity paper sold”. — 8 Up to December 31, 1993
Federal railways. — 9 Up to December 23, 1991 including foreign securities




Deutsche
Bundesbank
Monthly Report
May 1994
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credit institutions Lending to and other claims on Securities
domestic public authorities
Mem- Federal Government 5 6 Bonds and
orandum Bonds interest-
item and bearing
Loans to interest- Treasury
domestic Lending bearing paper of
credit to Federal [Treasury Federal
institutions Railways paper of {Railways
excluding Fund 8 Federal Fund 8
money and and and
market Equal- Lénder Federal Lander Federal End of year or
Domestic Foreign Lombard |bilis isation Govern- Post Govern- Post Other month/
bills bills loans purchased 4 (Total Advances :claims? ments 6 Office 6 ments Office 9 assets 10 Reporting date
34,102 27,207 5,187 173,391 9,736 - 8,683 1,053 - 3,150 1,111 19,289 1989
54,116 30,793 6,180 207,555 9,425 - 8,683 742 - 3,300 952 20,951, 1990
36,244 38,715 1,902 225,318 8,872 - 8,683 189 - 4,132 665 23,5767 1991
50,037 13,150 1,643 188,929 13,225 4,354 8,683 188 - 5,733 333 16,160¢ 1992
47,586 10,549 14,836 257,502 8,683 - 8,683 - - 4,398 332 11,889 1993
50,063 11,699 1,666 215,341 9,846 - 8,683 1,163 - 5,282 309 12,754 1993 July
41,320 8,939 1,009 190,526 8,804 - 8,683 121 - 4,862 348 15,067 Aug.
47,951 9,522 14,170 235,617 8,809 - 8,683 126 4,894 320 12,031 Sep.
49,563 10,628 6,564 231,533 9,581 - 8,683 898 - 4,704 331 15,355 Oct.
49,581 11,049 8,699 249,771 9,656 - 8,683 973 - 4,582 327 13,724 Nov.
47,586 10,549 14,836 257,502 8,683 - 8,683 - - 4,398 332 11,889 Dec.
47,110 9,778 18,500 243,090 8,683 - 8,683 - - 4,176 332 13,538 1994 jan.
40,670 6,703 16,772 252,066 8,683 - 8,683 - - 4,078 309 13,454 Feb.
48,697 8,232 747 212,200 8,683 - 8,683 - - 4,071 309 8,508 1994 Mar. 7
50,097 9,437 363 214,849 8,683 - 8,683 - - 4,067 309 12,094 15
50,701 9,807 156 209,859 8,683 - 8,683 - - 3,986 309 9,901 23
50,697 10,009 13,102 221,862 8,683 - 8,683 - - 3,988 309 11,700 31
50,569 9,447 37 213,321 8,683 - 8,683 - - 3,988 309 12,692 Apr. 7
50,719 8,932 141 195,219 8,683 - 8,683 - - 3,987 309 9,949 15
51,806 9,005 569 195,595 8,683 - 8,683 - - 3,835 309 8,880 23
52,339 9,044 7,729 204,286 8,683 - 8,683 - - 3,835 309 12,286 30
Memorandum items
Currency in circulation
Liabilities Counter-
arising Liabilities part of
from to the special Redis-
Liabilities liquidity European drawing Capital count End of year or
to credit paper Monetary rights and Other of which quotas month/
institutions  isold 14 Institute 1 allocated 1 Provisions reserves liabilities Total Coins fixed 15 Reporting date
- 4,062 - 2,702 4,760 7,777 11,782 162,144 11,596 58,769 1989
- 4,756 - 2,573 4,952 8,107 10,953 179,690 12,781 84,5631 1990
- 6,914 - 2,626 5472 8,925 20,381 194,615 13,315 78,797 1991
- 2,011 - 2,687 9,150 9,645 16,760 227,285 13,930 64,354: 1992
- 26,207 - 2,876 9,820 11,248 21,375 238,641 14,300 65,307 1993
- 25,253 - 2,687 9,820 11,248 15,070 222,414 14,142 64,8191 1993 July
- 25,426 - 2,687 9,820 11,248 14,633 221,891 14,157 64,826 Aug.
- 26,086 - 2,687 9,820 11,248 17,517 223,375 14,195 64,789 Sep.
- 26,073 - 2,687 9,820 11,248 18,825 225,685 14,199 64,787 Oct.
- 26,033 - 2,687 9,820 11,248 18,867 230,822 14,228 65,290 Nov.
- 26,207 - 2,876 9,820 11,248 21,375 238,641 14,300 65,307 Dec.
26,203 - 2,876 9,820 11,248 21,715 232,626 14,187 65,305} 1994 Jan.
- 26,189 - 2,876 9,820 11,248 23,625 232,343 14,286 65,316 Feb.
- 25,446 - 2,876 9,820 11,248 22,491 235,215 14,279 .1 1994 Mar. 7
- 25,422 - 2,876 9,820 11,248 22,793 233,998 14,289 . 15
- 25,422 - 2,876 9,820 11,248 22,995 232,919 14,311 . 23
- 25,414 - 2,876 9,820 11,248 23,504 238,048 14,371 65,319 31
- 25,415 - 2,876 9,820 11,248 23,748 237,899 14,377 . Apr. 7
- 25,453 - 2,876 11,308 11,797 3,394 236,484 14,349 . 15
- 30,697 - 2,876 11,308 11,797 3,356 235,178 14,340 . 23
- 25,475 - 2,876 11