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Monetary developments

The growth of the money stock M3" ~ sea-
sonally adjusted and expressed as a monthly
average — decelerated distinctly in June. Dur-
ing that month, monetary growth was
curbed both by slower credit expansion and
by a slight increase in monetary capital for-
mation. Domestic non-banks’ external pay-
ments, on the other hand, generated inflows
of funds, for the first time this year. Domestic
non-banks again reduced their holdings of
money market fund certificates. In June the
money stock M3 exceeded its average level in
the fourth quarter of 1996 by a seasonally ad-
justed rate of 3.7 %, which is equivalent to
an annualised rate of 6.4 %, against 7.0 % in
May and 6.7 % in April. After the sharp rise
at the beginning of the year, the money stock
M3 thus moved on to this year’s target path
of 3% % to 6% %. In June it exceeded its
level in the fourth quarter of 1995 by a sea-
sonally adjusted annualised rate of 7.4%,
compared with 7.7 % in May and April alike.

Of the seasonally adjusted components of
the money stock, currency in circulation
expanded rapidly in June. Savings deposits
at three months’ notice were likewise built
up, albeit appreciably less strongly than in
the preceding months. Sight deposits and
shorter-term time deposits declined.

Domestic non-banks ran down their holdings
of money market fund certificates by DM 1.2

1 Currency in circulation and the sight deposits, time de-
posits for less than four years and savings deposits at
three months’ notice held by domestic non-banks — other
than the Federal Government — at domestic credit institu-
tions.
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Money stock M3, monetary
capital formation and
asset-side business

of the banking system *
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* M3: monthly average; monetary capital
and asset-side business: end-of-month
levels. — 1 Change in the last six months
expressed as an annual rate. — 2 Lending
to domestic non-banks and net external
assets.
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billion net in June. At the same time, domes-
tic money market funds increased their de-
posits with domestic banks by DM 0.5 billion
and reduced those with the foreign subsidiar-
ies and foreign branches of German credit
institutions by DM 0.1 hillion.

Domestic non-banks’ investments in money
market funds are included in the money stock
M3 extended,? rather than in the money

stock M3. Data on that aggregate are avail-
able only up to the end of May. In that month
the seasonally adjusted money stock M3
extended increased moderately. Over the last
six months (December to May) it has gone up
at a seasonally adjusted annual rate of 62 %,
while the money stock M3 has grown at an
annual rate of just over 7 % in the same period.

Bank lending to enterprises and individuals
slowed down in June, after adjustment for
seasonal influences. This was mainly due to a
fall of DM 3.8 billion in lending against secur-
ities to the enterprise sector (of which shares:
- DM 7.9 billion).
major amount of shares to foreign investors.

Banks apparently sold a

Moreover, demand for short-term lending to
the private sector, which had been very buoy-
ant in May, slackened again in june. Longer-
term direct advances expanded at a pace
similar to that of the previous month. Al-
together, bank lending to enterprises and in-
dividuals expanded by DM 27.2 billion in the
period under review; during the past six
months, it has grown at a seasonally adjusted
annual rate of just over 7 %.

Public sector debt to banks decreased sharply
in June (— DM 17.9 billion). The Federal Gov-
ernment, in particular, reduced its direct bor-
rowing (- DM 13.3 billion). At the same time,
however, it raised a major amount of funds in
the bond market. It was able to place sizeable

2 Money stock M3, domestic non-banks’ deposits with
the foreign subsidiaries and foreign branches of German
banks and the short-term bank debt securities and certifi-
cates of domestic and foreign money market funds in the
hands of domestic non-banks, less the bank deposits and
short-term bank debt securities of domestic money mar-
ket funds, calculated as the average of two end-of-
month levels.

Bank fending to
enterprises and
individuals

Public sector
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amounts of capital market paper with foreign
investors, in particular. The Federal Govern-
ment enlarged its deposits in the banking sys-
tem, which are not counted towards the
money stock M3, by DM 0.9 billion.

Domestic non-banks’ external payments
underwent a reversal of trend in June owing
to heavy purchases of German equities and
bonds by non-residents. Following large out-
flows abroad in the previous months of this
year, inflows of funds were registered. The
net external assets of the banking system, a
rise in which in the statistics reflects such
inflows, went up by DM 17.0 billion, com-
pared with DM 21.1 billion a year before. In
May, they had dropped by DM 15.0 billion.
Ultimately, these inflows of funds — as sug-
gested — probably curbed domestic lending
more strongly than they fostered monetary
growth.

Monetary capital formation at credit institu-
tions, which had slackened in the previous
month, picked up slightly again in June. Al-
together, DM 12.8 billion in longer-term
funds accrued to credit institutions from
domestic sources in June, compared with DM
10.1 billion a year before. In the past six
months monetary capital at banks has
increased at a seasonally adjusted annual rate
of almost 41 %. Domestic non-banks’ pro-
pensity to buy bank debt securities strength-
ened again in the period under review; they
purchased DM 7.0 billion of such paper.
Moreover, credit institutions’ capital and
reserves increased strongly (DM 6.3 billion),
since many banks approved their annual ac-
counts in June. On the other hand, bank sav-
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The money stock and its counterparts *

DM billion
Com-
pare
1997 1996
item May [lune jlune
I, Bank lending to domestic
non-banks, total +23.9] + 93 +156
1. Lending by the Bundesbank - - -
2. Lending by credit institutions +23.91 + 931 +156
to enterprises and individuals +17.4 1 +27.24 +159
of which
Short-term lending + 407 +1841 +145
to public authorities + 651 -179} - 03
It. Net external assets of credit
institutions and the Bundesbank ~15.01 +17.0§ +21.1
ll. Monetary capital formation at
credit institutions from domestic
sources, total + 98§ +1281 +10.1
of which
Time deposits for four years
and more + 361+ 071+ 50
Savings deposits at over three
months’ notice - 261 - 19} - 27
Bank savings bonds + 07 + 081+ 02
Bank bonds outstanding 2 + 651 + 70 + 41
V. Deposits of the Federal
Government in the banking
system 3 - 05 + 09+ 02
V. Other factors -147F +1241 +21.2
Vi Money stock M3
(Balance: | plus 1l
Jess Il less IV less V) +144) + 011 + 52
Currency in circulation + 067 -06] - 01
Sight deposits + 801 +142] +120
Time deposits for less than
four years + 33§ ~130; -108
Savings deposits at three
months’ notice + 240 - 04] + 42
Seasonally adjusted
Money stock M3 as a monthly aver-
aged
Annual change from 4th gtr of 1995
in% + 77+ 74
Annual change from 4th qtr of 1996
in% + 70 + 64
Annual change over the past six
months in % + 721 + 647 + 91
Money stock M3 extended 5
Annual change over the past six
months in % + 6.4 + 74

* The figures for the latest month are provisional. — 1 Including
lending against Treasury bills and against securities. — 2 Exclud-
ing banks' holdings. — 3 Sight deposits and time deposits for less
than four years. — 4 Derived from five bank-week return
days (end-of-month levels included with a weight of 50%). —
5 Money stock M3 plus Euro-deposits, short-term bank bonds and
money market funds; calculated as the average of two end-of-

month levels.
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ings bonds and long-term time deposits
mounted only a little, at DM 0.8 billion and
DM 0.7 billion respectively, and savings
deposits at over three months’ notice fell by
DM 1.9 billion.

Securities markets

Sales of bonds

Bank bonds

Bond market

Sales in the German bond market picked up
in June. Domestic borrowers issued bonds to
the market value of DM 63.9 billion, com-
pared with DM 59.1 billion in the previous
month and DM 39.5 billion in June 1996. Net
of redemptions, and after taking due account
of changes in issuers’ holdings of own bonds,
net sales came to DM 26.8 billion, compared
with DM 18.0 billion in May and DM 13.1 bil-
lion a year before. On balance, it was pre-
dominantly longer-term paper (with matur-
ities of over four years) that was sold. Foreign
bonds were sold in the domestic market to
the amount of DM 13.2 billion (net) in June;
the vast majority consisted of foreign cur-
rency bonds (DM 10.2 billion). Combined
sales of domestic and foreign bonds totalled
DM 40.1 billion in the month under review,
compared with DM 24.2 billion in May and
DM 12.9 billion a year before.

In June credit institutions received slightly
more than one-half of the amount raised by
placing domestic bonds (DM 15.3 billion). It
was almost entirely communal bonds (Offent-
liche Pfandbriefe) that were sold (DM 15.1
billion). DM 1.7 billion (net) was raised by
selling mortgage bonds (Hypothekenpfand-

briefe). The outstanding amounts of bonds
issued by specialised credit institutions and of
other bank bonds declined, however, by DM
0.2 billion and DM 1.3 billion, respectively.

In June the public sector drew on the bond
market to the extent of DM 11.5 billion (net),
and thus more heavily than a month before.
The Federal Government raised DM 14.0 bil-
lion (net) through its own issues. It launched
two-year Treasury notes at 3.50% with a
total volume of DM 10 billion. The ten-year
bond issue launched in April with a coupon
of 6% was increased by DM 2 billion (to DM
17 billion). Net sales of two-year Treasury
notes and ten-year bonds amounted to DM
8.8 billion and DM 2.1 billion, respectively
(nominal value in each case). On balance,
sales of five-year special Federal bonds and
Federal savings bonds yielded DM 2.9 billion
and DM 0.8 billion, respectively. The post of-
fice's and the Lander Governments’ bonded
debt decreased by DM 1.0 billion and DM 1.9
billion, respectively. The other public issuers
virtually failed to figure in the bond market.

In the market for foreign Deutsche Mark
bonds, issues to the nominal value of DM 8.5
billion were launched in June. After deduc-
tion of redemptions, net sales came to DM
6.2 billion, compared with DM 5.0 billion in
the previous month. Roughly half of this
amount was sold to residents and the other
half to non-residents.

On the buyers’ side of the German bond mar-
ket, domestic credit institutions remained in
the forefront in June. Their bond holdings
rose by DM 15.5 billion, about two-thirds of

Public sector
bonds

Foreign
Deutsche Mark
bonds

Purchases of
bonds
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Share
purchases

this sum consisting of domestic bank bonds
(DM 10.5 billion). Banks added foreign bonds
to their portfolios to the extent of DM 6.7 bil-
lion. Credit institutions, by contrast, reduced
their holdings of public bonds by DM 1.9 bil-
lion. Foreign investors’ interest in buying in
the domestic bond market picked up consid-
erably in June. They bought domestic bonds
to the tune of DM 14.7 billion (net), com-
pared with DM 1.6 billion in May, the vast
bulk of these purchases consisting of bonds
of public issuers. Domestic non-banks’ bond
purchases declined slightly in June, at DM 9.8
billion net (May: DM 11.1 billion). As in the
previous month, the greater part of this sum
was accounted for by foreign bonds (DM 6.5
billion). Non-banks bought domestic bonds
to the value of DM 3.4 billion, bank bonds
predominating distinctly.

Equity market

In June domestic enterprises placed new
shares in the German equity market to the
market value of DM 1.2 billion, compared
with DM 1.4 billion in May and DM 1.2 billion
a year before. Foreign equities were sold in
the domestic market to the tune of DM 5.9
billion (net). The total amount raised in the
equity market thus came to DM 7.1 billion in
June, compared with DM 2.2 billion in the
previous month.

In June foreign investors predominated on
the buyers’ side of the German equity market,
with net purchases amounting to DM 13.8
billion. This heavy foreign demand was ac-
companied by larger sales by credit institu-
tions, which reduced their equity holdings by
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Sales and purchases of bonds

DM billion
1997 1996
Item May ilJune {june
Sales
Domestic bonds 1 18.0] 268} 13.1
of which
Bank bonds 1341 15.3 8.6
Public bonds 39 115 4.4
Foreign bonds 2 62§ 13.2:i -0.2
Purchases
Residents 2277 253 7.2
Credit institutions 3 11.5] 155 8.2
Non-banks 4 1.1 98: -1.1
of which
Domestic bonds 4.8 3.4 1.0
Non-residents 2 161 147 5.7
Total sales or total purchases 2421 4011 129

1 Net sales at market values plus/less changes in issuers’
holdings of own bonds. — 2 Transaction values. —
3 Book values, statistically adjusted. — 4 Residual.

Deutsche Bundesbank

DM 12.3 billion. Domestic non-banks’ equity
portfolios, on the other hand, increased by
DM 5.6 billion.

Investment funds

In June the amount raised by domestic invest-
ment funds totalled DM 14.9 billion, most of
which accrued to specialised funds (DM 12.3
billion). Mixed funds and bond-based funds
among the specialised funds received DM 6.4
billion and DM 4.6 billion, respectively, while
share-based funds raised DM 1.1 billion.
Funds open to the general public received
DM 2.6 billion on balance. Their demand
again focused on share-based funds (DM 2.3
billion net). Open-end real estate funds sold
certificates worth DM 0.8 billion; bond-based
funds and mixed funds raised DM 0.4 billion

Amount raised



Purchases of
investment
fund
certificates

Deutsche
Bundesbank
Monthly Report
August 1997

and DM 0.1 billion, respectively. Money mar-
ket funds had to redeem certificates worth
DM 1.0 billion (net). Certificates of foreign in-
vestment funds were sold in the domestic
market to the extent of DM 1.1 billion net.
The total amount raised by sales of invest-
ment fund certificates came to DM 16.0 bil-
fion.

In June investment fund certificates were al-
most entirely placed in the German market.
Non-banks purchased such securities totalling
DM 8.8 billion (net), but they resold certifi-
cates of domestic and foreign money market
funds to the tune of DM 1.2 billion. Domestic
credit institutions’ holdings of investment
fund certificates rose by DM 6.8 billion. For-
eign investors purchased domestic fund cer-
tificates to the extent of DM 0.3 billion.

Public finance

July

January to July

Federal cash trends

In July the Federal Government's cash ex-
penditure exceeded its cash revenue by just
under DM 9% billion. The deficit was a little
more than DM 2 V4 billion higher than last
year, with the result that the year-on-year
improvement registered during the previous
months did not continue. In the first seven
months of the year, taken together, the def-
icit amounted to slightly less than DM 60 bil-
lion, which was DM 15 billion higher than in
the same period last year. Cash receipts grew
by 4.8%, while expenditure increased by
8.6 %. It should be noted, however, that the
Federal cash inflow and outflow figures

10

Federal finance on a cash basis *

DM billion

January-july July
ltem 1996 1997p 11996 1997 p
Cash receipts 296.08 | 310.25 48.02 45.41

Cash expenditure | 340.68 | 370.04 54.66 54.78

Cash surplus (+)
or deficit (-) 1 -4460 -59.80| - 664} - 9.37
Financing
1. Change in
cash
resources 2 - 176 - 067 + 1381 + 2.40
2. Change in
money market
debt - 250 + 9.26: - 697 +14.88
3. Change in
capital market
debt, total +4526;: +49.84 1 +1495] - 3.10
a) Treasury
discount
paper +1079{ - 045 +10.79; - 0.89
b) Treasury
financing
paper + 0631~ 160+ 004 - 0.05
¢) Federal
Treasury
notes - 5861 +15.04{ + 0.08] + 1.26
d) Special Fed-
eral bonds - 438 + 970 + 3.13{ - 9.58
e) Federal sav-
ings bonds +13431 + 376 + 1.89| + 0.28
f) Debt
securities +36.661 +34.17 - 096 + 5.87
g) Bank
advances - 517 - 549 - -
h) Loans from
social secur-
ity funds - 0.00 -1 - 001 -
i} Loans from
other
non-banks - 082 - 529 - -
j) Otherdebt | - 0.00{ + 0.00; - 0.00 -
4. Seigniorage 0.09 0.02 0.03 0.00
5. Total

{11ess 2 less 3
less 4) -4460{ ~59.80| - 6.64} - 9.37

Memo items
Increase or
decrease from
the previous year
in %

Cash receipts + 54} + 48] + 95| - 54
Cash expenditure ! +14.31 + 8631 +1211 + 0.2

* 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 statistics
primarily because these transactions are recorded not at
the time they are entered in the budgetary accounts
but at the time of the actual inflow or outflow, and be-
cause transactions on behalf of the European Commu-
nities (which are not entered in the Federal budget) are
conducted through the accounts of the Federal Govern-
ment. — 1 Including special transactions. — 2 Deposits
at the Bundesbank and in the money market.

Deutsche Bundesbank



June

shown here may differ considerably from the
Federal Government’s own accounting
records. Furthermore, the trend in govern-
ment finance over a whole year is marked by
irregular fluctuations both on the receipts
and on the expenditure side which makes it
difficult to expand monthly figures into annu-
alised data. For instance, most of the Federal
Government’s privatisation proceeds planned
for this year will not affect the cash position
until later on in the year.

Public sector borrowing

In June, which is a major tax revenue month,
the central, regional and local authorities,
taken together, reduced their indebtedness
by DM 7 billion after having considerably
increased their new borrowing in the preced-
ing months. The Federal Government
redeemed loans for DM 2 biilion on balance.
On the one hand, the Federal Government
drew DM 10" billion from the capital mar-
kets (inclusive of loans raised against borrow-
ers’ notes), favouring in particular the sale of
Federal Treasury notes by tender; on the
other hand, its money market debt decreased
by DM 12 % billion. The indebtedness of the
Lander Governments also fell in June, reced-
ing by just over DM 6 billion; seasonal tax
inflows provided an opportunity, in particular,
to redeem short-term liquidity loans from
banks. Finally, the local authorities reduced
their liabilities by just over DM 1 billion,
whereas the special funds recorded an aggre-
gate increase in debt amounting to just under
DM 2 billion; above all, this was due to the
raising of loans against borrowers’ notes by
the Redemption Fund for Inherited Liabilities.
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Net borrowing in the market

DM billion
1996 1997

of which

Jan.~ Jan.—
Borrower Totalpe }June June pe
Federal Government + 83.0 +34.8 +47.4
Lander Governments + 46.7 + 6.7 +124
Local authorities 1. pe + 74 + 25 + 0.6
ERP Special Fund - 01 - 06 - 05
“German Unity”
Fund - 36 - 29 - 17
Federal Railways
Fund - 086 - 1.6 + 0.3
Redemption Fund for
Inherited Liabilities - 10.1 - 86 - 27
Equalisation Fund for
Safeguarding the Use
of Coal + 09 + 05 + 0.1
Central, regional and
local authorities,
total +123.3 +30.8 +55.9

1 Including special-purpose associations.

Deutsche Bundesbank

In the first half of the year the net borrowing
of the central, regional and local authorities
added up to DM 56 biltion, which means that
it exceeded the level reached in the first six
months of 1996 by DM 25 billion. The Federal
Government’s indebtedness increased par-
ticularly steeply; it amounted to DM 47 V2 bil-
lion and was thus DM 12" billion higher
than at the half-way stage in 1996. Com-
pared with the first half of last year, net bor-
rowing by the Lander Governments also
increased, rising by DM 5 billion to DM
124 billion. On the other hand, new borrow-
ing by the local authorities amounted to only
DM 4 hillion and was thus DM 2 billion lower
than during the same period in 1996. The
special funds reduced their indebtedness by
DM 4% billion, after having repaid just over
DM 13 billion net in the same period of 1996.

11
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In July gross borrowing by the Federal Gov-
ernment in the capital market amounted to
DM 244 billion. One factor in this was the
issue of Treasury discount paper (“Bubills”)
totalling just over DM 10 billion in order to re-
finance matured “Bubills” in the same
amount. A second factor was the launch of a
thirty-year Federal bond; the amount under-
written by the Federal Bond Consortium and
the amount raised by tender added up to just
under DM 8 hillion. However, this new bor-
rowing was offset by sizeable redemptions to
the amount of DM 27 ' billion relating not-
ably (in addition to the aforementioned
“Bubills™) to Federal debt securities (DM 4 bil-
lion) and five-year special Federa! bonds (DM
10 billion); on balance, therefore, the Federal
Government's indebtedness in the capital
market was cut by DM 3 billion, whereas its
liabilities in the money market increased by
nearly DM 15 billion.

Economic conditions

New orders

Manufacturing

In June, seasonally adjusted orders received
by the manufacturing sector both in domestic
and foreign business, according to prelimin-
ary figures from the Federal Statistical Office,
were distinctly higher than in the previous
month, in which several holidays may have
adversely affected ordering. In the second
quarter as a whole - which it is advisable to
consider in a consolidated manner to com-
pensate for special influences - the average
level of the first three months of this year was
exceeded by nearly 4 % after adjustment for

12

seasonal and price variations. Compared with
the corresponding period last year, the flow
of orders expanded by 5% % following 5%
in the first quarter of the year.

Foreign demand for German industrial prod-
ucts remained particularly dynamic, especially
in the sector of intermediate goods. Overall,
during the period from April to June, export
orders exceeded the result of the first quarter
of 1997 by 4%, compared with the same
period of 1996, they increased by nearly
13% % after elimination of price variations.
Yet ordering by domestic customers has also
revived distinctly. In the second quarter, a sea-
sonally adjusted 3% % more orders were is-
sued than in the previous three-month
period, which had shown a decline in orders
compared with the autumn of 1996. The
year-on-year increase in the volume of
demand reached 14 %.

In June, manufacturing output, the final fig-
ures for which will probably be revised
upwards considerably, rose noticeably above
that of the previous month after adjustment
for seasonal variations. In the second quarter
overall, though, it was hardly higher than the
average of the first three months of 1997.
Compared with the same period last year,
output rose by 4% following 242 % in the
first quarter of 1997.

Construction

In May — more recent information is not avail-
able at present — the seasonally adjusted
demand for construction work was some-
what higher than the previous month, yet the

Foreign
demand

Domestic
demand

Output

New orders
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| of i i . s
level of the two spring months of April and Economic conditions in Germany *

May as a whole did not exceed the average

level of the first quarter. New orders - as in Seasonally adjusted

he fi ) o New orders (volume); 1991 = 100
the first quarter — remained 5% % below the Manufacturing .
comparable result for the previous year after Total Domestic | Foreign |struction
adjustment for price variations. 199 4thgtrj 9804 90| 11407 1025
1997 1st qtr 99.0 89.4| 1185, 1004
2ndqtr | 1028 926] 1232
y . . 1997 March 99.7 902 1191 98.0
grécz:;giu;/(me Whereas orders placed both in the housing April 103.2 029l 1238 98.6
_ - : May 101.8 91.7] 1221] 1018
construction construction sector and by trade and industry T 1033 931 1236
industry continued to decline, public sector demand Output; 1991 = 100
increased distinctly in the period of April and Manufacturing
of which
May. Here, too, the comparable result for .
: : mediate | Capital
1996 was exceeded slightly, whereas particu- goods in- |goods | Con-
. _ L .
larly the housing construction sector showed Total _|dustry? jindustry |struction
o T 1996 4th qtr 972 1015 9641 121.0
a 13" % decline in demand. 1997 1st qtr | 992 1029] 984 109.1
2ndqtr 99.41 1048 989 1112
1997 March 997}  103.4 9681 113.8
Output Construction output — for which there are al- April 9991  105.1 9941 1127
o . May 9861 1041 972} 107.2
ready preliminary figures for June — recovered June 99.8]  105. 1000 1136
that month following the relatively sluggish Labour market
. Em- Un- Un-
May result. As an average of the spring ployed 3 |Vacancies | employed|employ-
. . . ment
months, it was nearly 2 % higher than in the rate
di . h hich Number in thousands in%4
preceding winter months, which were 1996 4th qtr | 34.242 5] 4008 e
marked partly by very unfavourable weather 1997 1st qtr | 34,053 3261 4271 1.2
n 2ndqtr 332 4333 1.3
conditions. All the same, output was 8a% 1997 March 34,070 338 4,277 11.2
; ; April 34,031 327 4307 1.2
below the previous year's level. May 34006 I 2368 14
June 33| 4379 1.4
July 335| 4,39 11.5
Labour market Prices; 1991 = 100
Producer
] prices of :Overall Con-
Employment On the labour market, employment declined industrial j construc- jsumer
] ] Import | prod- tion price | price
once again, and unemployment continued to prices  jucts5  ilevel6 index?
. . L : 1996 4th qt 987 1038] 1149 1173
rise. According to the preliminary calculations ar
1997 1st qtr| 1002} 1041] 1148] 1178
of the Federal Statistical Office, the number 2ndqgtr|  1004: 1045] 1144) 1181
. _ 1997 March 1005  104.1 NEERLVE:
of employed declined in May — more recent April 10021 1043 1 1178
e . : May 1004 1045 .1 1182
statistical information is not available at pres- June 10051 1047 | 1184

ent-1o0a Seasona”y adJUStEd 34.01 million. * Data in many cases provisional. — 1 Excluding the food

and drink industry and tobacco products. — 2 Excluding

As an average of the two spring months of energy supply and excluding mining and quarrying. —
: £ 3 Work-place concept. — 4 In terms of the total labour
Aprl| and May’ this ﬂgure undershot the level force. — 5 Domestic sales. — 6 Calculated by the Bundes-

of the first quarter by some 35,000; as bank; mid-quarter level. — 7 All households.

Deutsche Bundesbank
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against the previous year, this was a decline
of 548,000, or 1.6 %.

Up to the end of July, the number of un-
employed persons rose to a seasonally adjust-
ed 4.40 million persons, or 11.5% of the
overall labour force. This meant a rise of
443,000 compared with the previous year.
The main factor was a renewed increase in
unemployment in the new Lander. Here, the
number of unemployed persons rose to a sea-
sonally adjusted 1.37 million, which corres-
ponds to a rate of 18.2%; in the previous
month, the figure was 17.8%. (However,
changes in the regional delimitation between
east and west Berlin at the expense of eastern
Germany played a role in this.) In western
Germany, unemployment declined slightly to
a seasonally adjusted 3.03 million affected
persons in July; this is equivalent to a year-on-
year rise of 225,000 following 258,000 in
June. The unemployment rate declined to
9.8 % as of late, seasonally adjusted, follow-
ing 9.9 %.

Prices

Import prices rose slightly in June after adjust-
ment for seasonal variations. The price level
rose by 3.3% over the price level twelve
months beforehand; however, this is linked
not least to the distinct price reductions at
the time. The recent moderate trends, in spite
of the weak state of the D-Mark, have
occurred, inter alia, because of falling inter-
national price quotations for raw materials,
which are denominated in US dollars.
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Producer prices for manufactured goods in
domestic sales were once again increased
somewhat in June after elimination of the
usual seasonal fluctuations. Prices rose by
1.4% compared with the previous year; in
May, the increase had been 1.1%. By con-
trast, construction work became less expen-
sive during the period from February to May.
The overall construction price level declined
by 0.6 % compared with the previous year.

At the consumer level, inflationary pressures
increased in July. Preliminary resuits from
some Lander show a seasonally adjusted
increase of 0.3 % for western Germany com-
pared with the previous month; the year-on-
year increase — according to an estimate of
the Federal Statistical Office — may have been
1.8 %, following 1.7 % in June. The increase
in administrative prices in the form of tax
increases for older motor vehicles and higher
contribution payments to prescription medi-
cines particularly contributed to the increase
in the cost of living.

Balance of payments

Producer prices

Consumer
prices

Germany's current account — the combined
outcome of foreign trade and invisible current
transactions with non-residents — ran up a
deficit of DM 2.6 billion in May 1997, com-
pared with a surplus of DM 3.1 billion in
April. Even after eliminating seasonal factors,
there was a small deficit in May, which was
attributable not least to the seasonally adjust-
ed higher deficits on invisibles.

Current
account



Foreign trade

Invisibles

Financial
transactions

According to calculations of the Federal Stat-
istical Office, the foreign trade surplus
amounted to DM 9.8 billion in May, and was
thus somewhat lower than in April of this
year (DM 10.4 billion). Both exports and
imports rose substantially in the month under
review. After seasonal adjustment, exports
grew by 6% in value vis-a-vis the preceding
month, while imports went up by as much as
8% in nominal terms. Exports exceeded
their corresponding level in May 1996 by
914 % and imports by 10%, although the
import figures were more markedly affected
by price rises in the year to May.

Invisible current transactions in June (for
which figures are already available) closed
with a total deficit of DM 9.3 billion; this
negative balance was appreciably smaller
than in May (DM 11.9 billion). The improve-
ment was due mainly to the trend in factor
income, which is subject to fairly sharp
monthly fluctuations. Following a deficit of
DM 3.1 billion in May, this item of the current
account recorded a surplus of DM 1.9 billion
in June. By contrast, the deficit on services
rose from DM 5.0 billion in May to DM 6.5
billion in the following month; even after
eliminating the usual seasonal fluctuations,
the shortfall increased. Current transfers like-
wise registered a higher deficit (DM 4.6 billion
in June, compared with DM 3.8 billion a
month earlier).

Portfolio transactions with non-residents saw
a pronounced reversal in June (for which fig-
ures are likewise already available). After se-
curities trades had resulted in outflows of DM
5.8 hillion (net) in May, inflows of funds, at

Deutsche
Bundesbank
Monthly Report
August 1997

Major items of the balance
of payments *

DM billion
19961 {19971
item Juner iMayr jlunep
i. Current account
1. Foreign trade 2
Exports {f.0.b.) 62.7 70.8
Imports {c.i.f.) 56.2 61.0
Balance + 65 + 98
Memo item
Seasonally adjusted
figures
Exports{f.o.b.) 63.9 73.9
Imports (c.i.f.) 57.4 63.8
2. Supplementary trade
items 3 - 04 - 05
3. Services
Receipts 111 1.2 10.1
Expenditure 147 16.2 16.6
Balance - 371 -50} - 65
4, Factor income {net) + 231 - 311 + 19
5. Current transfers
from non-residents 1.7 24 22
to non-residents 6.2 6.8
Balance - 55f - 38; - 46
Balance on current account - 08: -
II. Capital transfers
from non-residents 04 0.0 0.5
to non-residents 04 0.1 0.1
Balance + 011 ~-00] + 04
111, Financial account
(net capital exports: -)
Direct investment - 56; - 157 - 33
German investment
abroad ~ 257 - 13, - 31
Foreign investment in
Germany - 317 - 011 - 01
Portfolio investment 4 +160; - 58! + 58
German investment
abroad + 157 -116}) -26.1
Foreign investment in
Germany +145% + 58 +319
Credit transactions 4 -182 1 +2111 - 0.1
Credit institutions -185| +1681 -13.2
Long-term + 07] -067 + 21
Short-term -193| +1741 -153
Enterprises and
individuals - 151 + 561 +148
Long-term -09; -05] + 01
Short-term 5 - 061 + 61 +146
Public authorities + 181 - 14 - 17
Long-term + 050 + 04 - 11
Short-term + 131 - 18, - 06
Other investment - 04, -01; - 01
Overall balance on financial
account - 831 +137 + 23
IV. Balance of unclassifiable
transactions + 961 -103
V. Change in the Bundesbank’s
net external assets at transac-
tion values (increase: +) 6
{1 plus Il plus K1 plus V) + 061 + 081 - 10

. * Revised data owing to further adjustments to comply with the

IMF’s new concept on merchandise trade, services and factor in-
come. — 1 Figures subject to major uncertainty owing to changes
in the method of data collection in foreign trade. — 2 Special
trade according to the official foreign trade statistics. — 3 Mainly
warehouse transactions for account of residents and deduction
of goods returned. — 4 Excluding direct investment. — 5 Ex-
cluding the changes in financial operations with foreign non-
banks and in the trade credits for June 1997 which are not yet
known. — 6 Excluding allocation of SDRs and changes due to
value adjustments.
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DM 5.8 billion, predominated in this subitem
of financial transactions in June. This was due
primarily to a surge in foreign investors’
demand for domestic securities (from DM 5.8
billion in May to DM 31.9 billion in June). DM
13.7 billion net of their purchases was ac-
counted for by German equities and DM 12.5
billion by public bonds. But German portfolio
investment abroad likewise increased sharply;
residents bought foreign securities to the
tune of DM 26.1 billion in June (May: DM
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11.6 billion), favouring foreign currency
bonds and foreign shares. In addition, long-
term funds were exported by way of direct in-
vestment in June, as usual (DM 3.3 billion
net).

The Bundesbank’s net external assets — at
transaction values — increased by DM 0.8 bil-
lion in May; in June they declined by DM 1.0
billion.

Net external
position of the
Bundesbank
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monetary target
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At its meeting on July 24, the Central
Bank Council of the Deutsche Bundes-
bank reaffirmed its monetary target-
ing for 1997-8 and the monetary tar-
get for 1997. After the target had been
exceeded up to and including May of
this year, the money stock M3 returned
to the target corridor in June. All the
same, the Central Bank Council con-
siders a further slowdown in monetary
growth necessary for stability reasons.
Moreover, it reaffirmed that, as in the
past, it considers the money stock M3
to be the central reference point for
German monetary policy.

The Central Bank Council’s decision on the
review of the monetary targeting for 1997
and 1998 and the monetary target for 1997
reads as follows:

“The Deutsche Bundesbank abides by its
monetary targeting plan adopted in Decem-
ber 1996, which envisages a rate of growth
of around 5 % over the course of each of the
years 1997 and 1998. It likewise reaffirms the
target corridor of between 3% and 62 %
which it set in addition for the year 1997.

Up to and including May of this year the tar-
get was overshot. But this was due mainly to
a large statistical overhang at the end of
1996 caused by substantial borrowing in an-
ticipation of the change in the special depre-
ciation regulations, especially relating to
rented dwellings in eastern Germany, and the
increase in the tax on the acquisition of land
and buildings. In June the growth of the
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Benchmark
figures of the
derivation of
the target stilf
valid
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money stock M3 slowed to within the target
corridor. From the present perspective, the
Bundesbank believes that a further weaken-
ing of monetary expansion would be appro-
priate to the requirements of stability policy.

By its decision to abide by the monetary tar-
get, the Bundesbank is underlining the fact
that it continues to regard the money stock
M3 as the key target variable governing its
monetary policy. Although monetary growth
was subject to major fluctuations in the past
two years, the underlying long-term monet-
ary relationships remain sufficiently stable.
The Deutsche Bundesbank will continue, as
hitherto, to assess the signals emanating
from movements in the money stock as part
of a broad-ranging analysis of all the data
relevant to price movements; in this context,
it attaches particular importance not only to
the data from the real sector but also to the
external value of the Deutsche Mark and to
developments in the financial markets.”

As usual, the monetary targeting for 1997
and 1998 was based on medium-term con-
siderations. Specifically, a growth of just over
2% in all-German real production potential,
a medium-term price assumption of 1% % to
2 %, and an add-on of 1 percentage point in
respect of the slowdown in the trend of the
velocity of circulation of money were pre-
sumed. Even now, these benchmark figures
would not be set differently. The estimate of
the real potential growth, which implies a
somewhat greater increase than in the year
1996, assumes that investment activity in the
corporate sector will revive over the course of
this year. This assumption is based on the cur-
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rently favourable overall conditions for invest-
ment, such as the moderate wage settle-
ments, the continuously low interest rate
level, and the normalisation of the real
D-Mark external value, in addition to the
higher degree of capacity utilisation in the
manufacturing industry.

Last December, the Central Bank Council
lowered the medium-term price assumption
from 2% (unchanged since 1985) to 1% %
to 2%. The reason for this step was the ex-
pectation that the rate of consumer price
inflation, which in 1995 was already below
2%, would continue to remain below this
level. In actual fact, the price situation in Ger-
many initially did remain stable; however, one
cannot fail to see that the last few months
have shown an increased rise in consumer
prices. The Bundesbank will orient its policy
towards maintaining the virtual price stability
which has been achieved. The add-on of
1 percentage point in respect of the slow-
down in the trend of the velocity of circula-
tion of money has been confirmed by up-
dated trend calculations.

Apart from these overall economic bench-
mark figures, the Bundesbank takes due ac-
count of the respective monetary starting
position when setting the target at the end of
the year. At the end of last year the monetary
starting position was marked by an over-
shooting of the four-quarter target and by a
strong monetary growth as an average for
the entire year. A major factor here was par-
ticularly a distinct rise in special savings facil-
ities which to some extent represent “dis-
guised” monetary capital. Furthermore, the

Monetary start-
ing position



Money stock
M3 in the
target corridor
in June

Money stock
components

domestic money stock was inflated by shifts
from Euro-deposits and money market fund
certificates to M3 components. To this extent,
monetary expansion over the past year over-
stated the increase in liquidity affecting
Bundesbank
refrained from making a deduction in the

expenditure. The therefore
1997 and 1998 multi-quarter monetary tar-
get in order to take account of the over-
shooting of the monetary target for 1996.
This assessment has not changed, even
though the supply of liquidity appears more
abundant than was estimated at the time of
the setting of the monetary target due to the
unexpectedly strong growth in the money
stock towards the end of the year.

Entry into this year's monetary target period
was made considerably more difficult by the
strong growth in the money stock at the end
of 1996. The main reason here was particu-
larly the anticipatory effects of the changes in
the taxation of real estate purchases in east-
ern Germany, which took effect at the begin-
ning of 1997, triggering an exceptionally high
level of new borrowing in the private sector.
In the following months, however, monetary
dynamism slackened noticeably, and in June,
the money stock M3 returned to this year's
target corridor of 3%2% to 6% %. That
month, it exceeded its average level of the
fourth quarter of 1996 by 3.7 %, seasonally
adjusted; its annualised growth rate was
6.4%.

Among the individual money stock compon-
ents, savings deposits at three months’ notice
continued to show the strongest growth, yet
their growth has slowed down considerably
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Growth
of the money stock M3 *

Target and movement to date

DM
billion  Level during month, seasonally adjusted, log. scale

——Quarterly average
2300 Two-year targeting for .~
-8 1
2750 1997-8: +5% p.a. ///
e //
2200 <

2150

! :/: 1997 target corridor:
+3%% to +6%2% 2

2100
2050
2000
1950
1900

1995 1996 1997 1998

* Average of five bank-week return days;
end-of-month levels inciuded 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. —
1 Between the fourth quarter of 1996 and
the fourth quarter of 1998. — 2 Between
the fourth quarter of 1996 and the fourth
quarter of 1997.
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compared with the two preceding years.
From January to June, they increased at an
annual rate of just over 82 %, whereas this
increase had been just under 20 % over the
same period of the preceding year. It is likely
that in the meantime the portfolio adjust-
ments of the savers, in reaction to the diverse
innovative products of the credit institutions
in this sector which have been developed
over the past few years, have lost some
significance. Thus, the distortion in the
growth of the money stock M3 caused by a
"disguised” monetary capital formation has
decreased noticeably. Sight deposits and cur-
rency in circulation — with strong fluctuations
from month to month — overall showed a
fairly strong increase in the first half of the
year. However, since the rate of expansion of
sight deposits has calmed down somewhat

19



Deutsche
Bundesbank
Monthly Report
August 1997

Monetary capital and savings
deposits at three
months’ notice
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compared with 1996, growth in the money
stock M1 has decreased. From January to
June, it grew at a seasonally adjusted annual
rate of nearly 7%, compared with just over
11% in 1996. The decline in shorter-term
time deposits, which has been continuing al-
most uninterrupted since the spring of 1994,
has continued at a slower pace.
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The more broadly defined money stock M3
extended, which, in addition to the money
stock M3, contains money market fund cer-
tificates, Euro-deposits, and short-term bank
bonds in the hands of domestic non-banks,
has risen over the past six months at an an-
nual rate of 62 %, or a rate similar to that of
the aggregate M3 (7%). It is true that
domestic non-banks have reduced their hold-
ings of money market fund certificates over
the first half of the year once again by DM
5.5 hillion — in the light of very low short-
term interest rates as well as a rather compre-
hensive supply of alternative products bearing
relatively attractive interest rates offered by
credit institutions. However, they slightly
increased their Euro-deposits from January to
May (no information is available for June yet).
On balance, the money stock M3 is at pres-
ent — as opposed to the previous year — not
inflated by repatriation from the expansion
components of the more broadly defined

monetary aggregate M3 extended.

Qver the course of this year, monetary expan-
sion continued to be promoted by sluggish
monetary capital formation. During the first
half of the year, monetary capital held at
banks, at a seasonally adjusted annual rate of
nearly 4% %, was even enlarged at a slightly
lower rate than in the first half of 1996,
when there was a very pronounced wait-and-
see attitude in respect of longer-term invest-
ments. At the same time, the investment of
funds abroad has increased sharply. In the
first half of the year, domestic non-banks pur-
chased DM 18 billion worth of foreign debt
securities and nearly DM 41 billion worth of
foreign shares. To this extent, the balance

M3 extended is
growing at a
rate similar to
M3

Persistently
sluggish mon-
etary capital
formation



Credit expan-
sion continues
to be strong

Qutflows of
funds abroad
dampen mon-
etary growth

sheet counterpart of the sluggish monetary
capital formation at domestic banks is not an
increase in the money stock but a reduction
of net external assets of the banking system.
Since the sluggish monetary capital formation
at home additionally went hand in hand with
a visibly slower increase in savings deposits at
three months’ notice, the distortions of the
monetary growth resulting from that will
tend to be slight.

During the first half of the year, credit
expanded fairly strongly. Lending by credit
institutions to domestic non-banks increased
at a seasonally adjusted annual rate of just
over 7%. Particularly over the first three
months of the year, the government bor-
rowed heavily from the banks. Lending to the
private sector diminished slightly following
the rise in December of last year, yet it
remained at a rather high level — in the light
of activity in the real economy, which con-
tinues to be muted. However, one must cer-
tainly take into account the fact that a quar-
ter of these loans consisted of lending against
securities, which means an increase in corpor-
ate sector securities in the banks’ portfolios.
Such transactions take place to a great
degree on the secondary market and thus to
this extent do not represent the granting of

new loans to the issuers.

In the first six months of this year, monetary
growth was slowed down considerably by
exceptionally strong outflows of funds in for-
eign payment operations by domestic non-
banks. Besides the previously mentioned pur-
chases of foreign securities by domestic non-
banks, the fact that foreign investors were
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Growth of the monetary
aggregates
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rather reluctant to buy securities in the Ger-
man securities markets from February to May
played a role here. The reduction in the net
external position is, in the balance sheet con-
text of the monetary analysis, thus likely to
have been accompanied not only by a slow-
down in monetary growth and monetary cap-
ital formation at domestic banks, but also by

an increase in lending.
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For stability policy reasons, the Bundesbank
at present considers a continued slowdown in
monetary growth to be appropriate. This
seems necessary in order to avoid a further
build-up of liquidity overhangs. The chances
of monetary growth proceeding at a moder-
ate pace over the coming months are still
quite present. However, expansionary stimuli
as a result of public sector demand for credit
is still a possibility. Furthermore, a noticeable
economic revival might also manifest itself
in lending to the private sector. Finally, the
portfolio investments of domestic non-banks
are causing some uncertainty. All in all, this
means that relatively strong fluctuations in
monetary growth cannot be ruled out for the
coming months, either.
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In order to be better able to assess inflation-
ary risks, the Bundesbank will continue to
review the signals emanating from monetary
growth in the context of a broadly based an-
alysis of all data relevant to price trends. It at-
taches special significance not only to the real
economic indicators but also to the external
value of the D-Mark and the events on the fi-
nancial markets. Since the beginning of the
year, the D-Mark has continued to weaken
distinctly, especially vis-a-vis the US dollar.
The Bundesbank will closely ohserve further
exchange rate trends in respect of stability
policy risks. It will also make a comprehensive
analysis of events on the financial markets
and their possible repercussions on the eco-
nomic situation and movements in the prices
of goods.

By reaffirming the monetary targeting for
1997 and 1998, the Bundesbank is underlin-
ing the fact that it continues to abide by its
strategy of monetary targeting and retaining
the money stock M3 as the key target vari-
able for German monetary policy. The use of
a monetary aggregate as an intermediate tar-
get of a stability-oriented monetary policy
presupposes sufficient stability of the long-
term demand for money. According to
econometric estimates by the Bundesbank
and analyses by independent experts, the
continued existence of this precondition for
the money stock M3 can be assumed.!
Furthermore, the strategy of monetary tar-
geting requires the money stock to run ahead

1 See Annex, page 27ff.,, in addition to, for example,
Wolters, J. and Lutkepohl, H., Die Geldnachfrage fiir M3:
Neue Ergebnisse fir das vereinigte Deutschland, Ifo Stu-
dien 171997, pages 35-54.

Monetary pol-
icy environment

Monetary tar-
geting empir-
ically founded
as in the past ...



...and not
called in ques-
tion by shorter-
term volatility
either

of the prices. Various methods of analysis
which take account of the interrelationships
with other macroeconomic variables come to
the conclusion that this connection for M3
still exists.2 The major preconditions to using
the money stock M3 to anchor a monetary
policy oriented towards the medium term
and towards the objective of price stability
thus seem to continue to be fulfilled.

The increase in the shorter-term volatility of
the money stock over the course of the nine-
ties is therefore no reason to call in question
the monetary targeting strategy. It is true that
the need to explain monetary policy has
increased. In its interest rate policy, the Bun-
desbank must also orient itself more strongly
towards medium-term monetary trends and
towards the overall monetary policy environ-
ment. However, short-term fluctuations in
monetary growth do not present monetary
policy with problems of a basic nature. This is
all the more valid as the fluctuations in the
money stock over the past few years cannot
be traced back to a single systematic cause
but are attributable to a number of different
factors which are largely independent of one
another. Besides reasons relating to unifica-
tion, the EMS turbulences of 1992 and 1993,
and interest rate fluctuations emanating from
international financial markets, in particular
frequent amendments to tax law have led to
sometimes extreme reactions to adjust asset
management and credit demand on the part
of domestic non-banks.? To the extent that
the frequency of the appearance of such
“shocks” decreases, the short-term volatility
of monetary growth should also diminish
once again.
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By contrast, the theory, which can be heard
now and again, that the increasing spread of
financial innovations is a decisive factor be-
hind the shorter-term instability of the money
demand in the nineties, is not very convin-
cing. In Germany, the same process is alleged-
ly taking place, which is said to have led to
instability in the underlying monetary rela-
tionships in the Anglo-American countries
during the eighties, albeit with a time lag. In
principle, it is correct that the increased use
of new financial instruments can have a
negative impact on the indicator quality of a
monetary aggregate. If the new investment
vehicles are close substitutes to components
of the money stock, the borderline between
money and monetary capital becomes more
blurred, and it becomes more difficult to cor-
rectly assess the growth of liquidity affecting
expenditure.

The development of the financial system in
Germany, however, shows fundamental dif-
ferences to that in the US, Canada or the
United Kingdom. An evolution of financing
structures which, on the whole, has been
rather continuous, has been made possible in
Germany by a far-reaching liberalisation and
deregulation of the financial system which
was undertaken early by international stand-
ards, in addition to a favourable macro-
economic environment marked by low and
relatively constant inflation rates and interest
rates, as well as a flexible universal banking
system. Sweeping changes which in other

2 See Annex, page 29ff.

3 See also: Deutsche Bundesbank, Monetary manage-
ment since reunification, Annual Report 1995, pages
75-85.
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Impediments to
underlying
monetary rela-
tionships in the
Anglo-American
countries by
financial
innovations ...

... does not
apply to Ger-
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Trends towards
securitisation
in the money
market sector
relatively
unpronounced
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Euro-deposits, short-term
bank bonds, money market
fund certificates and
commercial paper
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countries have led to a disruption of under-
lying monetary relationships have remained
largely absent.

Securitisation in the money market sector
and the associated trend towards short-
termism in financial relationships continue to
play a minor role in Germany, by international
standards. The rather strong demand for
bank bonds with a maturity of under two
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years in the first half of the eighties - as a
result of the exemption from the minimum
reserve requirements at the time - has
declined drastically with the inclusion of this
paper in the minimum reserve requirements
starting in May 1986. At the beginning of the
nineties, this paper was purchased once
again in somewhat greater numbers, yet this
has not had any major impact on monetary
growth. At the end of June 1997, just over
DM 18 billion worth of bank bonds issued
by domestic credit institutions with maturities
of under two years (including certificates of
deposit) were in circulation outside the
domestic banking system. Distortions in mon-
etary growth triggered by the demand for
such paper can be recognised rather clearly,
since this is recorded in the money stock M3
extended.

The Deutsche Mark commercial paper (CP) is-
sued by domestic borrowers only showed a
slow development since the establishment of
the market at the beginning of 1991; at the
end of June, there were DM 12 billion worth
of this paper in circulation. The issue of Bun-
desbank liquidity paper (Bulis) between
March 1993 and the autumn of 1994, and
the authorisation of Treasury discount paper
with a maturity of six months issued by the
Federal Government (Bubills) from July 1996
(limited to a circulation of DM 20 billion) have
also had almost no impact on monetary
growth. Both types of money market paper
have been or are being for the most part pur-
chased by non-residents.4 The spread of de-

4 At the end of June 1997, domestic non-banks were
estimated to hold less than 4 % of the entire amount of
Bubills in circulation.

CP Bulis and
Bubills



Euro-deposits

Money market
funds

rivative financial instruments, which could
further blur the borderline between money
and monetary capital, is relatively limited in
the non-bank sector, according to available
information.®

The quantitatively most significant financial
innovation which is relevant to monetary pol-
icy continues to be the Euro-deposits of the
domestic private sector, as in the past.®
Owing to their interest rate advantage com-
pared with domestic deposits (caused by the
fact that they carry no minimum reserve bur-
den) and in connection with the repeated
changes in the taxation of capital gains, such
deposits have increased sharply from 1986
until the end of 1993. Since they, in principle,
represent a close substitute to domestic time
deposits, the danger exists that neglecting
them in the intermediate target variable will
lead to an underestimation of the supply of
the economy with liquidity. However, Euro-
deposits are probably also formed for invest-
ment motives and will then not be connected
directly to spending activity at home. It is not
least for this reason that the Bundesbank has
continued to apply the concept of funds
placed within Germany to its primary indica-
tor and has incorporated Euro-deposits into
the subsidiary aggregate M3 extended. This
more broadly defined monetary aggregate is
especially cited to interpret monetary growth
when the growth paths of M3 and M3
extended diverge. For example, this was the
case last year when Euro-market funds were
shifted to the domestic banking system.

The authorisation of pure money market
funds from August 1994 only temporarily
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had a noticeable impact on monetary
growth. Their exemption from the increase in
the property tax as of the beginning of 1995
led to tempestuous purchasing in December
of 1994 (at a level of DM 26.6 billion) and
thus to a downward shifting of the money
demand, which also contributed to the
undershooting of the monetary target for
1995. If one disregards the increase in pur-
chases in December 1995, which likewise
had tax reasons, these certificates have since
then tended to be sold once again. Currently
domestic non-banks’ holdings of domestic
and foreign money market fund certificates
are just under DM 37 ' billion. The authorisa-
tion of money market funds has thus up to
now not led to any major difficulties for mon-
etary targeting. Incorporation of money mar-
ket fund certificates into M3 extended and
the use of this aggregate to judge the liquid-
ity situation have proven helpful in assessing

the monetary situation, too.

Financial innovations can in principle also
influence monetary targeting by causing indi-
vidual money stock components to bear
interest which is more in conformity with
market rates and thus to undergo a change
in their “character”. Not least the increasing
competition for investment money — among
other things, through the introduction of the
money market funds — may have motivated
the banks to strongly expand their range of

5 See Deutsche Bundesbank, The monetary policy impli-
cations of the increasing use of derivative financial instru-
ments, Monthly Report, November 1994, pages 41-58.

6 See Deutsche Bundesbank, Trends in the Euro-deposits
of domestic non-banks, Monthly Report, January 1988,
pages 13-21; Deutsche Bundesbank, Recent trends in,
and the pattern of, domestic non-banks’ Euro-deposits,
Monthly Report, May 1995, pages 59-71.
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special savings facilities bearing attractive
interest rates and often very flexible in nat-
ure.” Since the increased interest is often paid
only if the funds recorded in the balance
sheet as savings deposits at three months’
notice are held for a longer period of time,
one cannot rule out the possibility that the
“monetary capital character” of the short-
term savings deposits has increased in certain
interest rate patterns. A change in the infor-
mation content of the money stock M3 could
be the result. Up until now, however, the
signs of a permanent change in the demand
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for savings deposits seem to be relatively few.
A certain caution in respect of interpretation
is warranted, particularly by the fact that
short-term savings deposits have always had
a functional “dual character” and that their
percentage in M3 is still lower at present than
in the preceding low-interest-rate period dur-
ing the second half of the eighties. Note-
worthy distortions in the M3 growth probably
only appeared last year when the strong
increase in savings deposits at three months’
notice had an exceptionally strong contrac-
tionary impact on monetary capital forma-
tion.

All in all, the impact of financial innovations
on monetary targeting has proven to be con-
trollable up until now. A systematic change in
the cash holding patterns of domestic non-
banks has not occurred. Temporary distor-
tions were able to be recognised with the aid
of monetary analysis and could be incorpor-
ated into monetary assessments. Against this
background, too, there is thus no cause to
deviate from the monetary targeting strategy.
However, the Bundesbank will closely observe
further developments on financial markets in
order to be able to react in an appropriate
manner to distortions in the money stock re-
sulting from those developments.

7 See Deutsche Bundesbank, The longer-term trend in
savings deposits and its implications for monetary target-
ing, May 1997, pages 43-62.

Monetary
targeting in
Germany not
threatened by
financial innov-
ations



Annex

1. On the stability of the money demand

A policy based on monetary targeting presupposes
a sufficiently stable long-term money demand. On
the one hand, this means that the demand of eco-
nomic agents for money — adequately defined -
should be able to be explained using a small num-
ber of macroeconomic variables. On the other
hand, the parameter values of these variables

should not vary significantly over time.

The available empirical studies on the stability of
the demand for money in Germany for the most
part reach a positive result. Accordingly, the
hypothesis of structural constancy — at least over
the long term - cannot be rejected.® In some stud-
ies, however, doubts have been cast on this find-
ing. Possible causes of instabilities are seen, on the
one hand, in financial innovations, and on the
other, in changes within the context of German

unification.

The Bundesbank has dealt in depth with the ques-
tion of the stability of the money demand. In the
July 1995 Monthly Report, it presented an empiric-
al study concerning the nominal money demand,
which also used a wealth variable to explain
money demand in some of its estimations. Accord-
ing to the results of this study, the long-term
money demand has remained stable following

reunification, t00.°

In this Annex a money demand function in real
form for M3 will be analysed applying the Stock
method, on the one hand, and the Johansen pro-
cedure, on the other. Both approaches estimate
the money demand in the form of error correction

models, i.e. the short-term dynamics and the long-
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term equilibrium relationships are considered sim-
ultaneously. The study is based on non-seasonally
adjusted quarterly data through the period from
the first quarter of 1975 until the fourth quarter of
1996. Up until the second quarter of 1990, west
German data are used; starting in the third quarter

of 1990, data for all of Germany are used.

In order to calculate the real money stock (m - p),
the deflator of the gross domestic product (p) is
used. The transaction volume (yr) is represented by
real gross domestic product. On the basis of theor-
etical considerations, the interest rates are con-
sidered stationary, i.e. the opportunity costs enter

into the short-term dynamics in level form.

Since M3 contains interest-bearing components,
ideally the specific interest rate of these variables
should be taken into account when calculating the
opportunity costs. However, this cannot be calcu-
lated with sufficient accuracy. Only since 1993
have the special savings facilities been recorded
separately according to their period of notice, and
only since November 1996 have their interest rates
been recorded separately. If one uses proxies for
these variables, for example, the interest rate for
time deposits up to DM 100,000 as interest on
special savings facilities, substitution relationships
are not represented accurately. For these reasons,
the present Annex refers to the yields of domestic
bearer bonds outstanding as alternative costs of

cash holding.

8 See for example Wolters, J. and Lutkepoh!, H., Die
Geldnachfrage fir M3: Neue Ergebnisse fir das ver-
einigte Deutschland, Ifo Studien 1/1997, pages 35-54.

9 See Deutsche Bundesbank, Empirical study of the sta-
bility of money demand in Germany, Monthly Report,
July 1995, pages 29-35.
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The inflation rate (Ap) is additionally incorporated
into the short-term dynamics. This implies that on
a short-term basis price homogeneity does not
necessarily have to hold. The impulse dummy
D903 accounts for the rise of M3 in the third quar-
ter of 1990 caused by the German monetary
union. The dummy variables D934 for the fourth
quarter of 1993 and the first quarter of 1994, and
D944 for the fourth quarter of 1994, serve to ac-
commodate special effects caused by tax reasons.
Since the beginning of 1994, following the distrib-
uting funds, the tax withheld on interest income
has been payable on interest income from growth
funds, too. This has led to massive sales of such
paper by domestic non-banks at the end of 1993.
At the beginning of 1995, the property tax for
household wealth was increased from 0.5% to
1.0 %, although, among other things, investment
in money market funds was exempted. At the end
of 1994, therefore, noticeable shifts from M3 com-
ponents to money market fund certificates took

place.

The result of the estimation using the Stock ap-

proach is as follows:1©

A(m —p)y = —0.03 + 0.09 Ayr, — 0.98 Ap; — 0.20r,
(0.62) (1.67) 6.7 (3.29)

+0.13D903, + 0.02D934, - 0.02D944
(14.36) (3.64) @51

~0.10[{m = p)_y — 1.20vr 4] + Oy
(4.00)

R?=0.89 LM(1)=1.60 LM(4)=2.47

The long-term income elasticity, at a value of 1.20,
is clearly above one. This mirrors the declining
trend in the velocity of circulation of money, which
can be explained by wealth effects. If the wealth

variable is neglected as a determinant in the
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money demand equation, the transaction vari-
able — because of the correlation of income and
assets — assumes the wealth dependency, so that
the income elasticity is a linear combination of par-

tial income and partial wealth elasticity.

The coefficient of the error correction term shows
a negative sign (- 0.10) and - in line with the crit-
ical values of MacKinnon™ — is significantly smaller
than zero. This ensures that disequilibria are
reduced over time. The estimated equation is free
of autocorrelation. LM(1) and LM(4) provide the
relevant results of the Lagrange multiplier test by
Breusch and Godfrey for autocorrelation of the

first and fourth order.

The analysis of the eigenvalues in the context of
the Johansen procedure (VAR model with four
lags) also indicates that there is a long-term equi-
librium relationship between the real money stock
and real GDP. In the shorter period, the demand

for M3 is influenced by interest rates.

The trace test of the rank of the cointegration

matrix provides the following results:

Test- Critical
Null hypothesis statistics  value (5 %)
r=0 60.19 19.33
r=1 2.63 9.13

10 With the exception of the interest rates, all variables
are logarithmic. The numbers in parentheses denote the
t-values of the coefficients. The coefficients of the seaso-
nal dummies are not shown here. The econometric
model of the Bundesbank contains a similar money
demand function. See Deutsche Bundesbank, Makro-
6konometrisches Mehr-Lander-Modell, November 1996,
page 126f.

11 MacKinnon, J., Critical Values for Cointegration Tests,
in: Engle, R. and Granger, C. (eds.), Long-run Economic
Relationships — Readings in Cointegration, Oxford, 1993.



The gross domestic product is weakly exogenous
with respect to the cointegration vector (test statis-
tics = 0.48, marginal significance level = 0.49). If
disequilibria appear through changes in any vari-
able, the economic agents react accordingly by
varying their real demand for money. The disequi-
librium term is not significant in the explanatory
equation for the real gross domestic product.
Thus, the estimated vector can be interpreted as a
money demand equation. The long-term income
elasticity shows a value of 1.23. The adjustment
coefficient of —0.14 is significantly smaller than
zero. The residuals fulfil the demands placed on

the linear model.

A possibility of reviewing the stability over time is
to estimate a partial model, taking into account
the weak exogeneity of the transaction variable,
for a limited period at first, and taking further
observations into consideration on a stepwise basis
in the following estimates. By incorporating add-
itional observations, the estimated coefficients
should not change “too much”. A formal test was

developed by Hansen and Johansen. 2

The starting point is, in the present text, the sub-
sample from the first quarter of 1975 until the
fourth quarter of 1984, which is extended step-
wise by a quarter. The cointegration vectors esti-
mated recursively are compared to the vector of

the full sample in the test procedure.

The adjacent chart shows the values of the rele-
vant test statistics. Since the critical value of 1.0 is
not exceeded, the null hypothesis of a stable
money demand relationship cannot be rejected.
According to these results, the policy of the Bun-
desbank, oriented towards a strategy of monetary

targeting, continues to have an empirical founda-
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tion. In terms of content, these results do not differ

from those of the analysis in July 1995.

2. The leading indicator properties of the

money stock

in order to serve as a leading indicator of inflation,
the temporal course of the money stock should an-
ticipate the future price trends in a stable manner.
The connection between money stock and prices is
generally analysed using the Granger causality

tests as well as the P-star approach.

The concept of the Granger causality concentrates
on predictability and not on causality in the eco-

nomic sense. The question is whether the predict-

12 Hansen, H. and Johansen, S., Recursive Estimation in
Cointegrated VAR-models, Preprint 1993, No. 1, Institute
of Mathematical Statistics, University of Copenhagen.
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ive quality of a variable on the basis of its own past
values improves by taking additional variables into
account. In this sense, the lead of the money stock
over the prices exists if the current and past money
stock trends improve the forecast of future price
movements, yet conversely, taking the prices into
account does not increase the predictive quality of
the money stock equation. If the latter condition is
not met, then a feedback relationship exists. Then
there is feedback from the prices to the money
stock which calls in guestion the indicator quality

of the money stock.

Usually, such tests are performed for the bivariate
case. Owing to a possible correlation of the two
variables with a common third variable, the
impression of a lead of the first var able over the
second can therefore be created, although neither
variable is directly connected to the other. In order
to avoid so-called “spurious causalities”, it is sug-
gested that additional variables be incorporated

into the analysis. '3

If first differences of the variables are used in the
Granger causality test to adjust for non-stationarity
of the time series, then the level nformation is
eliminated from the system as well. The levels,
however, contain important information concern-
ing the long-term equilibrium relationships be-
tween the variables. If they remain unaccounted
for, then the equations are misspecified and the es-
timated coefficients of the short-term dynamics

are distorted.

As an alternative, Dolado and Litkepohl™ recom-
mend a Wald test in the context of a VAR model
for level variables. The problem of the non-
standard distribution of the estimators, even in
large samples, is circumvented by increasing the

“optimal” lag order of the system by one during
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the estimation and the test procedure. The usual
critical values can thereby be used again. However,
the fact that the power of the test decreases
sharply with an increasing number of variables

proves to be a problem here.

In the P-star approach, which is derived from the
quantity equation, the money stock determines
the price level over the long term.’s In the short
run, factors such as import prices, wage costs or
indirect taxes also play a role in price movements,
If the price gap - the difference between the equi-
librium price level and the actual price level —is sig-
nificant in the conditional equation for the infla-
tion rate, causality will move from money to prices
over the long term. For M3, this influence of the
price gap on price movements continues to have a
statistical foundation. ' In the P-star approach, the
reverse direction of causality is ruled out from the
outset and is thus not tested.'” Over the short
term, however, a feedback relationship between
these variables is conceivable. Since the velocity of
circulation of money is showing a downward
trend, the long-term income elasticity of the
money demand is estimated by using an OLS
regression in the calculation of P-star, which con-
tains the inflation rate as an explanatory variable in

the dynamics. The feedback relationship will then

13 This approach, for example, is taken into account in
the test by Toda and Phillips (Vector Autogregressions
and Causality: A Theoretical Overview and Simulation
Study; Econometric Reviews, 1994, pages 253-285).

14 Dolado, J. J. and Litkepohl, H., Making Wald Tests
Work for Cointegrated VAR Systems, Econometric
Reviews, 1996, 15, pages 269-386.

15 Deutsche Bundesbank, The correlation between mon-
etary growth and price movements in the Federal Repub-
lic of Germany, Monthly Report, January 1992, pages
20-28.

16 See also Deutsche Bundesbank, Makro-6konome-
trisches Mehr-Lander-Model!, November 1996, page 51 ff.
17 See Hansen, G. and Kim, J.-R., Money and Inflation in
Germany: A Cointegration Analysis, Empirical Economics,
1996, 21, pages 601-616.



be due to the fact that over the short term there is

no price homogeneity.

For impulse-response functions, which in this case
are formed on the basis of a multi-dimensional
error correction model (VEC model), the limitations
of the approaches described above do not apply.
For one thing, the impulse-response functions
bring together all direct and indirect correlations
among the madel variables, since the information
from all system equations is incorporated. For an-
other, they also take account of the non-
stationarity and the existence of long-term equilib-
rium relationships. However, there is very little ex-
perience of the application of this method of an-
alysis to the money-price correlation in Germany,
which means that the reliability of the results can-

not be definitively assessed.

in the impulse-response functions on the money-
price correlation presented below, the money
stock M3, the GDP deflator, import prices, the
yield on bonds outstanding, the three-month
money market rate, and the real GDP were used as
variables. The time series are not seasonally adjust-
ed. Therefore, seasonal dummies are taken into ac-

count in the estimation of the VEC model.

The lag order (4) is determined in such a manner
that the residuals are white noise. The trace test
shows the existence of two long-term relationships

between the variables.

Since the number of estimated coefficients is rela-
tively high given six variables and four lags, the
variant adjusted for the loss of degrees of free-
dom'® is calculated in addition to the usual trace

statistics.
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The determination of the impulse-response func-
tions relies on an estimate of the VEC model. Sub-
sequently, the variables of the model are shocked
for a period in the magnitude of a standard error.
The impulse-response functions reflect the courses
of the reactions to these shocks on the different
variables in the model. One can observe how the
adjustments of the system proceed all the way to a

new equilibrium.

In the case of a shock in the money stock, the
price level initially shows no reaction (see chart on
this page). Over the medium and long term, the
reactions are as theoretically expected. For the
money stock, however, only very short-term

changes resulting from price shocks are detectable

18 See Reimers, H.E., Comparisons of Tests for Multivari-
ate Cointegration, Statistical Paper, 1992, 33, pages
335-359.
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(see chart on this page). Thus, the evidence is in
favour of a causality from money to prices. Feed-
back relationships only appear on a short-term
basis. After three quarters, the effect of prices on
the money stock disappears. The corresponding
impulse-response function no longer varies signifi-

cantly from the zero line.

The results of this test thus suggest that the
longer-term trends in M3, as in the past, provide
important information for the assessment of future
rates of inflation. The money stock-price correla-
tion can no longer be proved unambiguously on
the basis of simple bivariate correlation analyses,
owing to long and variable lags. More comprehen-
sive methods of analysis which take account of
interdependence with other macroeconomic vari-
ables, however, speak for the fact that this correla-

tion still exists.
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In 1996 the overall performance of
German credit institutions was satisfac-
tory. There was a rise in net interest
and net commissions received. At the
same time, administrative expenses in-
creased fairly moderately. The partial
operating result (net interest and net
commissions received less administra-
tive expenses), which had fallen in
1995, therefore went up vigorously
again. However, the overall perfor-
mance failed to keep pace with the
shafp expansion of the volume of busi-
ness. Especially the interest margin
(the ratio of net interest received to
the volume of business) narrowed
perceptibly. Profitability was also
squeezed by the increase in risk provi-
sioning for domestic lending, higher
tax payments and a rising adverse bal-
ance on “extraordinary income and
charges”. Overall, the profit for the
financial year before tax therefore rose
only slightly, and actually fell on an
after-tax basis. The reported balance
sheet profit, at DM 12 billion, was
somewhat higher than in the preced-
ing year owing to slightly lower trans-
fers to reserves. The available financial
statements for the first half of the year
suggest that banks’ performance in
the financial year 1997 may likewise
turn out to be satisfactory. Although
the interest margin is likely to remain
under pressure, credit institutions will
probably benefit significantly from de-
velopments in the securities markets.
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Overview

Rise in net
interest and net
commissions
received

Higher partial
operating resuft

German credit institutions were mostly able
to stabilise their profitability in 1996. The
favourable state of the capital market helped
to cushion the effects of a further tightening
of competition. The banks’ operating income
rose compared with the year before. Net
interest received, which had been flat in
1995, increased by DM 7 billion (or 5.5 %)
to almost DM 141 billion. However, the rise in
net interest received lagged distinctly behind
the sharp expansion of the volume of busi-
ness (of slightly over 124 %). In lending busi-
ness, lower-margin credit was dominant.
Such lending was mainly driven by long-term
real property and public sector loan business,
as well as by wholesale banking and inter-
bank operations. In deposit business, the
trend towards more market-related interest
rates persisted. As a result, interest spreads
remained under pressure; the interest margin
(i.e. the ratio of net interest received to the
average volume of business) fell from 1.76 %
to an all-time low of 1.65%. Non-interest
business developed quite satisfactorily in
1996. This owed a great deal to the favour-
able state of the securities markets. Net com-
missions received went up by slightly more
than DM 2 billion to some DM 29 billion; this
represented an increase of almost 8 %. The
net profit on financial operations, at DM 4.1
billion (-
level of the previous year.

6 %), did not quite come up to the

The profitability benefited from the moderate
trend of administrative expenses. The latter
improved by almost DM 5 billion, or 4 %,
to DM 110 billion, and thus markedly less
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Higher risk
provisioning
and deterior-
ation in net
extraordinary
income or
charges

Fall in the
return on
capital

than in 1995 (slightly above 62 %). Staff
costs, in particular, increased very moderately
(by 2.6 %). Relative to the average volume of
business, administrative expenses fell from
1.38% to 1.29%. The partial operating
result (net interest and net commissions
received less general administrative ex-
penses), which declined noticeably in 1995,

rose by DM 4.6 billion, or just above 8 %.

At the same time, banks’ risk provisioning
went up somewhat. Although — as in the pre-
vious year — credit institutions hardly had to
write down debt securities owing to the
favourable capital market trend, the risk situ-
ation in domestic lending business deterio-
rated because of the rising number of corpor-
ate insolvencies. After deduction of the nega-
tive balance from the valuation of assets,
banks recorded an operating result of not
quite DM 44 billion; that was DM 3 billion
more than a year before. However, the virtual
doubling of the negative balance of extraor-
dinary income and charges offset a good part
of that increase. As a result, the profit for the
financial year before tax grew by only DM 1
billion, or slightly above 2% %, to DM 39%,
billion. After deduction of the higher tax ex-
penditure, the banks recorded a profit of DM
19 billion (- DM % billion), or 0.22 % of the
volume of business (against 0.26 % in 1995).
Of that sum, approximately DM 6 billion
was transferred to the reserves, and DM 12 %
billion was shown as balance sheet profit."

The return on capital {measured as the profit
for the financial year before tax as a percent-
age of the capital) fell from 12.76 % in the fi-
nancial year 1995 to 12.04% in 1996. The —
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non-risk-weighted — equity ratio, meaning
the ratio of the capital shown in the balance
sheet (including participation rights capital
and the fund for general banking risks) to the
average volume of business, fell slightly from
3.98% in 199510 3.85%.

Trends in major individual income and
cost factors

Net interest received

In interest business, which remains their most
important source of income, credit institu-
tions again improved their net interest
received considerably (by DM 7.3 hillion, or
5.5%) to almost DM 141 billion in 1996,
after it had stagnated in 1995. Interest receiv-
able rose by DM 19" billion and interest
payable by DM 12 billion. As a result, net
interest received, viewed by itself, reached an

unprecedented peak. However, relative to the

1 The analysis of the profit and loss accounts for the fi-
nancial year 1996 is based on the annual accounts of
credit institutions, which, under section 26 of the Bank-
ing Act, these are required to submit annually to the Fed-
eral Banking Supervisory Office and the Bundesbank. All
credit institutions reporting for the Monthly Balance
Sheet Statistics {including their branches abroad) — other
than institutions in liquidation, institutions with a trun-
cated financial year and building and loan associations —
are covered. Consolidated figures are not included; nor is
Deutsche Kreditbank. The figures for 1995 are based on
the approved annual accounts, and to that extent may
differ from the data published in the August 1996 article
on profitability in 1995. The figures presented here for
the financial year 1996 are provisional, in that some of
them are derived from annual accounts which have not
yet been approved by the appropriate bodies. A detailed
breakdown of profit and loss accounts classified by the
individual categories of banks is presented in the tables
appended to this article. Particular reference is made to
the explanations in the footnotes. In addition, the figures
on the profit and loss accounts of the subsidiaries of Ger-
man banks in Luxembourg are briefly analysed once
again.
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sharply increased volume of business {almost
DM 8,550 billion), the interest margin calcu-
lated in this way reached the lowest level
since 1968, when it was computed for the
first time. 2

The rise in net interest received was due, in
particular, to the sharp expansion of the vol-
ume of business (124 %). A further positive
stimulus came from maturity transformation,
which was triggered by the persistently steep
yield curve. At the same time, however, the
interest margin contracted noticeably, since
volume growth was mainly confined to the
lower-margin areas of business. About one-
guarter of the increase in the volume of busi-
ness of some DM 950 billion \vas accounted
for by the branches abroad, which are mainly

engaged in wholesale banking and interbank
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operations. Another guarter was attributable
to the upturn (of almost 14 %) in lending to
other domestic credit institutions. Interest
payable and interest receivable cancel out
among the latter - i.e. in respect of domestic
business and taking an overall view of all
banks; they therefore do not contribute to

net interest received.

The focus of lending to non-banks was on
long-term lending, which — if refinanced at
matching maturities — offers rather tight mar-
gins. This applies, firstly, to residential housing
loans, whose growth (at almost 10 %) was
fostered by the continued low level of interest
rates, the buyer-friendly property market and

2 Published for the first time in: Deutsche Bundesbank,
Earnings in the banking industry, Monthly Report,
November 1976, pages 15-28

Less demand
for short-term
lending



ing of competi-

the indications of a reduction in residential

construction promotion. Secondly, direct
lending to the public sector, which is mainly
geared to the long term, and long-term lend-
ing to enterprises likewise grew noticeably.
Enterprises took advantage of the low inter-
est rates to reschedule their debt on a major
scale. By contrast, short and medium-term
lending, which is more attractive to the
banks, was less in demand. Households were
reluctant to take up consumer credit in view
of the muted income prospects and the wide-
spread job insecurity. Enterprises’ demand for
operating credits was often low owing to the
sluggish economic trend. In addition, the
fierce competition for corporate customers

with a first-class rating tended to squeeze

est payable (from the banks’ point of view)
was mainly due to the further tightening of
competition in the banking and financial sys-
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tem. This was attributable not only to the fact
that investors have become ever more yield-
conscious but also to the circumstance that
present-day information technology provides
customers with a better and quicker overview
of the products on offer; at the same time,
banks’ annual reports indicate that on aver-
age customers’ ties to individual institutions
are becoming looser. The banking industry
has responded to these trends by offering
deposit products at more attractive interest
rates — especially in the field of savings de-
posits at three months’ notice. Furthermore,
it is increasingly offering higher interest rates
on sight deposits, for example on what are
known as credit-card and money-market
accounts, in order to stem the outflow of

margins. deposits to direct banks and money market
funds.
Further struc- The contraction of the interest margin also
ﬁﬁfﬁg”;’g?se " owed something to the continuation of the If one analyses the longer-term movement of  Net interest
funds structural increase in the cost of funds, which net interest received, it becomes evident that ;ﬁf},ﬁfjﬂ;’;}d@te
has been evident for some years now. The it fluctuates noticeably over the interest rate cycle
proportion of deposits that carry rates of cycle (see the chart on page 39). During a
interest which are closely related to market period of rising interest rates, it often grows
conditions has risen further. At the same more slowly and, at a time of declining inter-
time, it seems to be increasingly difficult for est rates, it initially grows more quickly. How-
banks to push through further cuts in interest ever, if interest rates remain consistently low,
rates on the liabilities side in view of the low its increase decelerates again. The main rea-
level those rates have already reached. As a son for this is the growing share of compara-
percentage of the average volume of busi- tively low-yielding fixed-interest-rate items
ness, interest payable fell from 4.81% to with long residual maturities on the assets
4.42 %, and hence less than interest receiv- side during such periods. This increased share
able, which declined from 6.57 % to 6.07 %. results from borrowers’ preference for long-
term fixed-rate loans and the dwindling of
Further tighten-  This unfavourable development of the inter- the loans and lending against securities

granted in earlier periods of high interest
rates. At the same time, investors are reluc-
tant to commit themselves to longer-term
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Interest receivable by credit
institutions *

ftem 1994 1995 1996 p
DM bitlion
Interest receivable (total) 4799 4989 5184
from lending and money
market transactions 3905, 409.2; 4240
from debt securities and
Debt Register claims 75.3 77.6 79.3
Current income (total) 12.8 10.9 13.1
from shares and other
variable-yield securities 4.4 4.6 6.1
from participating
interests 1 34 2.3 2.2
from shares in affiliated
undertakings 5.0 4.0 4.8

Profits transferred under
profit-pooling and profit
transfer agreements 13 13 2.0
Change from previous

yearin % 2
- 15, + 43 + 39

Interest receivable (total)
from lending and money

market transactions - 421 + 511 + 36
from debt securities and

Debt Register claims + 81, + 32 + 21
Current income (total) +385] -145: +20.3

from shares and other
variable-yield securities | +19.1] + 63 +328

from participating

interests 1 +717, -328: - 46
from shares in affiliated
undertakings +40.4] -20.2| +199

Profits transferred under
profit-pooling and profit _
transfer agreements +504 05| +586
Percentage of the aver-

age volume of business

Interest receivable (total) 6.77 6.57 6.07
from lending and money
market transactions 5.51 5.39 4.96
from debt securities and
Debt Register claims 1.06 1.02 0.93
Current income (total) 0.18 0.14 0.15

from shares and other
variable-yieid securities 0.06 0.06 0.07
from participating

interests 1 0.05 0.03 0.03
from shares in affiliated
undertakings 0.07 0.05 0.06

Profits transferred under
profit-pooling and profit
transfer agreements 0.02 0.02 0.02

* Including east German credit institutions and in ac-
cordance with the new accounting regulations. — 1 In-
cluding amounts paid up on members’ shares in the
case of cooperative societies. — 2 Statistical changes
have been eliminated.

Deutsche Bundesbank
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fixed-rate investments and, instead, prefer
short-term investments yielding market-
related rates. Interest rate risks are thus
increasingly shifted to the banks. During per-
sistent periods of low interest rates, banks are
therefore well advised to focus more on refi-
nancing at matching rates of interest and
matching maturities in order to contain their
exposure to interest rate risks.

The interest received from lending and
money market transactions rose by DM 15
billion, or 3.6 %, to DM 424 billion in 1996,
and thus less strongly than total interest
received (3.9%). Debt securities and Debt
Register claims contributed almost DM 80 bil-
lion to interest received, i.e. just over DM
12 billion more than a year earlier. About
one-half of these receipts was accounted for
by savings banks and regional giro institu-
tions. Current income from equities, partici-
pating interests and shares in affiliated under-
takings, at just over DM 13 billion, approxi-
mately regained the level of 1994, after a slight
fall in 1995. However, the 1994 figure was dis-
torted on the upside by non-recurring special
distributions. The current income item also
includes — with a corresponding time-lag —
some earnings paid out by group companies
or subsidiaries, to which parts of the bank’s
original business have been shifted, primarily
perhaps from the non-interest segment. To
this extent, the net interest received tends to
be overstated.

The net interest received of east German
credit institutions improved by almost DM 0.4
billion to DM 8.0 billion in 1996. The interest
margin declined from 2.70% in 1995 to

Components
of interest
receivable

Net interest
received of
east German
institutions
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Net interest received, money market rate and volume of business*

% %
Net interest received
Change from previous year in %
+a (left-hand scale) +14
+20 Volume of business ) +12
Change from previous year in %
(right-hand scale)
+16 +10
+12 Money market rate ! + 8
{left-hand scale)
+ 8 + 6
+ 4

1968 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 83 90 91 92 93 94 95 199

* Statistical changes have been eliminated. — 1 Money market rate for three-month funds in Frankfurt,
quarterly averages. — o From the financial year 1993 including east German credit institutions and in

accordance with the new accounting regulations.

Deutsche Bundesbank

2.51%: this fall was twice as steep as that of
the institutions domiciled in western Ger-
many (from 1.72 % to 1.62 %). Even so, the
interest margin in eastern Germany was still
distinctly higher, primarily owing to the lower
cost of refinancing. As a percentage of the
average volume of business, the interest
received by east German institutions fell from
6.30% in 1995 to 6.09 %, whereas the inter-
est paid remained virtually unchanged, at
3.58%. These ratios show that the perform-
ance of east German institutions continues to
approach that of west German credit institu-
tions, albeit slowly. However, higher-margin
lending to non-banks still accounts for a
below-average proportion of the business of
east German savings banks and credit co-
operatives, which are of particular interest in
this context; the proportion accounted for by

interbank credit and lending against securities
is correspondingly higher. On the liabilities
side, the trend towards high-yielding invest-
ment categories persisted, as is reflected in
the growth of special savings facilities and
the heavier sales of banks' own issues. At the
same time, investors’ pronounced preference
for liquidity continued. This was reflected in
the fact that the share of sight deposits in the
volume of business was twice as high as in
western Germany.

Regarding the narrowing of interest margins
among the various categories of banks in
Germany, savings banks, credit cooperatives,
the heterogeneous group of regional banks
and private bankers, at about (minus) ten
basis points, were more or less in line with
the overall average. Mortgage banks regis-
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tered hardly any decline, since their lending
business, i.e. mortgage loans and loans to
public authorities, has more stable margins
and is financed at matching interest rates. Re-
gional giro institutions were the only category
of banks which was able to improve its inter-
est margins slightly, presumably through add-
itional income from maturity transformation
in interbank operations. As in the previous
year, it was big banks that suffered the
sharpest decline, viz. from 1,93 % in 1995 to
1.71%. Apparently this primarily reflects the
strong expansion of the volume of business
of their foreign branches, presumably relating
chiefly to their wholesale customer and inter-
bank transactions. Among the larger categor-
ies of banks, savings banks and credit co-
operatives continued to have the widest
interest margins, at 2.91% each.

Net commissions received

Net commissions received fared well in 1996
despite the tightening of competition. They
improved by DM 2.1 billion (8 %) to a total of
DM 29.2 billion, even though commissions
payable rose to an above-average extent. Net
commissions received benefited considerably
from the favourable development of equities
which

fuelled securities commission business and

and investment fund certificates,

placing business. Investors’ interest was
aroused, in particular, by the flotation of
Deutsche Telekom. Brokerage business in
bonds, by contrast, was less dynamic. This is
suggested by the sluggish rise in stock market
turnover in debt securities (+ 3%) and the
distinct restraint shown by domestic non-

banks with regard to net purchases of fixed-
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rate paper. This presumably owes something
to the low level of interest rates, the rise in
interest rates around the middle of the year
and the debate surrounding European mon-
etary union.

The growth of financial assets and the
demand for additional old age provision con-
tributed to an increase in income from asset
management. Moreover, banks earned quite
well from commission business in the context
of the one-stop financing strategies of finan-
cial groups or affiliated groups. This applies,
for example, to sales of life insurance policies,
building and loan contracts and investment
fund certificates. Owing to the persistently
heavy demand for mortgage loans and the
upturn in exports, the net commissions
received from lending and foreign trade busi-
ness went up as well. As regards the contri-
bution of payment business to net commis-
sions received, there are, however, signs of a
change in trend. A downward trend is now
discernible. In view of the fierce competition
among the direct banks and the telebanking
facilities which are increasingly available to
customers, many credit institutions make cor-
responding concessions in their pricing policy,
or set up direct banking subsidiaries or
departments of their own.

The ratios on net commissions received must
be qualified to some extent insofar as the fig-
ures from foreign consolidated institutions —
which are not analysed here — show com-
paratively high net commissions received,
which are reflected - at least in part — in cur-
rent income and therefore, with a time-lag, in
the net interest received by the parent com-

Sources of net
commissions
received

informative

value of net
commissions
received
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pany3. Moreover, the ratio of net commis-
sions received to the average volume of busi-
ness (commission margin) has to be inter-
preted with a grain of salt, since non-interest
business is in effect not included in the vol-
ume of business; hence a fall in this ratio
owing to a sharp expansion of the volume of
business (as in 1996, when the commission
margin dropped from 0.36% to 0.34%)
enables non-interest business to be assessed
only with reservations. More informative
would be a comparison between the move-
ment of net commissions received and that of
net interest received. Taking the average of
the past ten years (1986-1995), net interest
received has risen by 5.8%, whereas net
commissions received have increased by
8.4%. This demonstrates the growing signifi-
cance of non-interest business. After an inter-
ruption in 1994-5, this trend resumed last
year. Commission business continues to play
the biggest role among the big banks. In
1996, big banks generated net commissions
received amounting to some DM 8 billion —
more than one-quarter of the net commis-
sions received by all banks; they were fol-
lowed by savings banks, regional banks and
credit cooperatives.

Administrative expenses

The overall performance in the financial year
1996 was greatly fostered by the sluggish rise
in administrative expenses. At barely DM 5
billion, or 4.6 %, to a total of DM 110 billion,
the increase was distinctly below the average
of the past ten years (6.4%). The ratio of
gross cover-requiring expenses (administra-
tive expenses as a percentage of the average

Deutsche
Bundesbank
Monthly Report
August 1997

Net interest and
net commissions received *

Change from previous year in %

Net interest received

Net commissions received

+15 g
A

+12 I

1
|

1984 87 90 93 1996

* From the financial year 1990 including
Postbank. — o From the financial year 1993
including east German credit institutions
and in accordance with the new accounting
regulations.

Deutsche Bundesbank

volume of business) fell from 1.38 % in 1995
to 1.29%. The decisive factor in the move-
ment of administrative expenses was the
moderate rise in staff costs of only DM 1.6
billion, or 2.6% — a low rate by historical
standards, too. This trend owed something,
firstly, to the restrained wage settlements for
the private banking sector and the public sec-
tor (the latter is of importance for large parts
of the savings bank sector). Secondly, the
number of employees at the credit institu-
tions covered by this performance analysis fell
by about 7,000 (- 1%) to some 727,000 per-
sons in 1996. The staff cuts occurred in the
private banking sector and — albeit to a lesser

3 The individual income and expense items of consoli-
dated institutions are included in the present analysis
where credit institutions domiciled in Germany are con-
cerned.
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extent — also among savings banks and credit
cooperatives; they are likely to have mainly
affected areas performing non-bank-specific
activities or activities which are particularly
suitable for automation. Conversely, the
growing proportion of more highly qualified
staff members tended to increase personnel

expenditure.

Other administrative expenses, totalling DM
45.6 billion, went up by DM 3.3 billion and
thus twice as fast as staff costs. The most im-
portant factor in this increase of 7.7 % is the
consistently heavy investment in the expan-
sion of EDP and in information and communi-
cations systems, which constitute a decisive
competitive factor. In the past twenty years,
other administrative expenses have risen per-
ceptibly more than staff costs, and now ac-
count for 412 % (1975: only 312 %) of total
administrative expenses. This investment is
part of the ongoing efforts to limit the rise in
banks’ costs — efforts which are now starting
to bear fruit. The distribution channels of the
banking industry are becoming increasingly
differentiated, in accordance with the various
target groups. A growing role in this is being
played by direct sales, in the form of “elec-
tronic banking services”, which are made
possible by the appropriate communications
systems, and the supply of which is being fos-
tered by competition on the part of direct
banks, discount brokers and network oper-
ators. In addition to the branches that offer
standard services, there are increasing num-
bers of advice-oriented branches with cap-
abilities in the areas of corporate financing
and real property financing or investment
counselling.

42

Branch networks were streamlined further;
the number of outlets fell once again by
about 500. Most recently, some banks have
responded to the lengthening of shopping
hours by making corresponding changes to
bank opening hours, or by opening special
banking shops in supermarkets. On the other
hand, credit institutions are increasingly offer-
ing self-service facilities. Within six years,
the number of automated teller machines
(ATMs) alone has almost tripled to nearly
38,000. Allin all, the number of institutions
fell by just over 100 to 3,517. Since the inclu-
sion of east German institutions in 1990,
more than 1,000 banks have closed or
merged.

it was the category of big banks that
recorded — owing to the expansion of the vol-
ume of business — the largest economies of
scale; their gross cover-requiring expenses
(administrative expenses as a percentage of
the average volume of business) fell by 21
basis points to 1.84%. Among savings
banks, this ratio dropped from 2.17% to
2.11%, and among credit cooperatives from
2.53 % 10 2.44 %. Among banks domiciled in
Germany, administrative expenses increased
by almost DM 0.1 billion, with other operat-

ing expenses declining.

Partial operating result

The additional income from net interest and
net commissions received was offset only in
part by the moderate rise in administrative ex-
penses. As a result, the partial operating re-
sult grew by DM 4 billion, or slightly above
8%, to a total of DM 60 billion. The earnings

Further stream-
lining of branch
networks

Decline in gross
cover-requiring
expenses

Rise in partial
operating result
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Performance of the various categories of banks in 1996 * ¢

Memo item
Profit for the financial  Volume of
Partial operating result 1 |Operating result 2 year before tax 3 business 4
Category of bank DM million {% 5 DM million (% 5 DM million {% 5 % 5
All categories of banks 60,058 + 83 43,931 + 78 39,593 + 27 + 12,6
Big banks 6,599 + 11.9 5,901 + 137 5471 + 289 + 20.6
Regional banks and other
commercial banks 9,622 + 123 6,662 - 0.2 5,569 - 16 + 125
Branches of foreign banks 10 - 897 151 - 50 138 - 86 + 5.5
Private bankers 437 + 22.4 297 +175.0 298 + 37.3 + 24
Regional giro institutions 5,811 + 234 4,638 + 24.8 3,495 + 52 + 154
Savings banks 19,725 + 2.7 12,471 + 38 12,688 + 3.0 + 70
Regional institutions of
credit cooperatives 1,128 + 02 1,332 + 20.2 1,261 + 21.7 + 17.0
Credit cooperatives 9,036 + 3.2 6,770 + 1.0 6,981 + 2.0 + 7.1
Mortgage banks 4,744 + 15.0 3,780 + 174 3,439 + 164 + 179
Credit institutions with
special functions 2,946 + 121 1,929 + 36 253 - 86.1 + 7.0

* Including east German credit institutions and in accord-
ance with the new accounting regulations. — 1 Net inter-
est and net commissions received less general administra-
tive expenses. — 2 Partial operating result plus net profit
or net loss on financial operations, net other operating
income or charges and net income or net charges from

Deutsche Bundesbank

margin (partial operating result as a percent-
age of the volume of business) fell minimally
from 0.73% to 0.70%. The decline was
registered only by west German banks,
among east German banks, by contrast, the
earnings margin went up.

Net profit or net loss on financial

operations

In own-account trading in securities, foreign
exchange, precious metals and derivatives,
the generally buoyant capital market and
especially the upsurge in share prices brought
credit institutions a profit of DM 4.1 billion.
The foci of the banks’ business were rather
heterogeneous. The slight fall compared with
the outcome a year before (DM 4.4 billion)
was probably due to the rise in capital market

the valuation of assets (other than tangible and financial
fixed assets). — 3 Operating result plus net other and
extraordinary income or charges. — 4 Annual average. —
5 Change from previous year. Statistical changes have
been eliminated.

rates in the middle of 1996. Some market
participants were wrong — as was shown in
the annual reports — in their assessment of
the interest rate trend. The closing of open
positions tended to lessen earnings at some
banks. Some banks also suffered valuation
losses in foreign exchange positions. Big
banks, which registered a slightly higher net
profit, generated almost one-half of the net
profit together with regional banks; the
savings bank sector as a whole accounted for
nearly one-third. The income from these
operations rose especially strongly (from
DM 28 million in 1995 to DM 125 million)
among the branches of foreign banks.
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Net other operating income or charges

Net other operating income improved slightly —
viz. by about DM 0.1 billion to somewhat
above DM 1.5 billion — and thus did not have
a noticeable effect on the performance in
1996. The reported income figure of DM
10.1 billion {(+ DM 1.3 billion) resulted from
leasing business (DM 1.7 billion, especially
from banking subsidiaries of the motor
groups), from the continued slight decline in
credit cooperatives’ trading in goods (DM 0.5
billion), from other operating income from
real property business (rents, leases, disposals)
and from the release of other provisions. A
major factor in charges, which totalled DM
8.5 billion (+ DM 1.2 billion), was the increase
in “other taxes” (including wealth taxes) of
DM 0.6 billion to DM 2.8 billion. The other
operating charges also included provisions for
losses — other than those affecting lending or
securities business — and for early-retirement
payments and payments of damages.

Operating result before the valuation of
assets, and cost/income ratio

If we add the income from own-account trad-
ing and other operative business totalling
DM 5.7 billion to the partial operating result,
this generates an operating result before the
valuation of assets amounting to DM 65.7 bil-
lion last year, an increase of DN 4.4 billion
compared with 1995, In other words, Ger-
man credit institutions were able to stabilise
their profitability, even in the current period
of upheaval.
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If general administrative expenses are ex-
pressed as a percentage of the net interest
and net commissions received or of the earn-
ings from operating bank business,® this
yields the cost/income ratio. That shows what
percentage administrative expenses absorb of
the — more narrowly or more broadly defined
- earnings from banking business. This con-
cept is identical in meaning to that of
“charges as a percentage of income”, which
has previously been used in these articles. The
movement of the cost/income ratio reflects
relative changes between administrative ex-
penses and income, and therefore an
improvement or deterioration in the effi-

ciency of operating business.

Taking the average of all banks, this ratio — in
the broader definition — fell from 63.2 % to
62.6 % in 1996; productivity in the banking
sector thus increased. However, develop-
ments were rather diverse among the individ-
ual categories of banks. The size of the cost/
income ratios is determined by the typical
business structure of a category of bank. It is
the categories of mortgage banks and region-
al giro institutions, with their mostly large-
scale business, that come off best here (see
the table on page 46).

Net income or net charges from the
valuation of assets

The valuation of loans and advances, assets
and securities held as a liquid reserve required
an increase of DM 1.3 billion in expenditure

4 Net interest and net commissions received, net profit or
net loss on financial operations, net other operating
iIncome or expenses.

Improvement
in the
cost/income
ratio

Rise in risk
Provisions in
fending
business
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Operating result before net income or net charges from the valuation of assets ™ °

1994 1995 1996 p

DM DM DM
Category of bank million %1 million (%1 million (%1
All categories of banks 64,219 0.91 61,298 0.81 65,738 0.77
Big banks 7,975 0.96 6,893 0.76 7,603 0.69
Regional banks and other commercial banks 10,327 1.08 | 10,232 1.00} 11,337 0.99
Branches of foreign banks 160 0.36 141 0.28 148 0.28
Private bankers 664 1.00 498 1.01 565 1.15
Regional giro institutions 5,867 0.44 5818 0.40 7,084 0.43
Savings banks 20,590 1.51 19,493 1361 19,530 1.27
Regional institutions of credit cooperatives 2,159 0.94 1,443 0.58 1.461 0.50
Credit cooperatives 10,071 1.28 9,685 1.15 9,921 1.10
Mortgage banks 3,592 0.45 4,147 0.46 4,628 0.44
Credit institutions with special functions 2,814 0.42 2,948 0.42 3,461 0.46

* Including east German credit institutions and in accord-
ance with the new accounting regulations. — o Partial
operating result plus net profit or net loss on financial

Deutsche Bundesbank

compared with 1995. All in all, the unfavour-
able balance affecting the profit and loss ac-
count amounted to DM 21.8 billion. Write-
downs and value adjustments totalling DM
24.9 billion were accompanied by write-ups
and releases of provisions amounting to DM
3.1 billion. The rise in net charges from the
valuation of assets is very largely due to
write-downs and value adjustments on non-
performing loans, especially those to domes-
tic borrowers. Given the sluggish movement
of business activity and the difficulties faced
by the east German economy, the risk situ-
ation of lenders has tended to deteriorate.
The number of corporate insolvencies in Ger-
many mounted by 14 % to about 25,500 in
1996. On the other hand, the banks hardly
needed to make any value adjustments on
debt securities (DM 0.8 billion) on account of

operations and net other operating income or charges. —
1 As a percentage of the average volume of business.

capital markets trends. Furthermore, the
overall provision for country risks was appar-
ently kept at a somewhat lower level. Among
the net
charges from the valuation of assets absorbed

east German credit institutions,
more than one-half of the operating result
before such valuation; among the institutions
domiciled in western Germany, this propor-
tion was about one-third. Some credit co-
operatives in eastern Germany, and also
some in western Germany, had to request
assistance from their association.

The undisclosed reserves pursuant to section
340f of the Commercial Code were raised
somewhat on balance, albeit considerably
less than a year before. Some credit institu-
tions took advantage of the option of realis-
ing capital gains in securities, thus offsetting
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Credit institutions’ cost/income ratios, by category of banks

%

General administrative expenses as a percentage of

operational income from
gross earnings 1 banking business 2

Category of bank 1994 1995 1996 p 1994 1995 1996 p

All categories of banks 61.4 65.5 64.7 60.6 63.2 62.6
Big banks 68.6 76.0 75.4 69.0 73.0 726
Regional banks and other commercial banks 61.5 65.7 64.2 59.6 61.6 60.3
Branches of foreign banks 76.1 79.9 98.0 68.1 73.6 76.4
Private bankers 74.7 79.5 76.8 711 744 72.0
Regional giro institutions 52.2 58.3 55.4 50.4 53.1 50.5
Savings banks 58.5 62.0 62.2 58.7 61.6 62.4
Regional institutions of credit cooperatives 435 59.2 60.6 41.4 53.1 54.3
Credit cooperatives 68.3 70.9 70.9 66.6 68.7 68.9
Mortgage banks 328 32.6 31.0 335 325 31.6
Credit institutions with special functions 66.5 67.6 63.7 64.8 65.0 59.9

1 Aggregate net interest and net commissions received. —
2 Gross earnings plus net profit or net loss on financial
operations and net other operating income or charges.

Deutsche Bundesbank

necessary write-downs of loans. The realisa-
tion of these capital gains simultaneously
increased the risk that a future rise in capital
market rates will again entail write-downs of
market prices. The release by some banks of
already taxed undisclosed reserves (formed
pursuant to section 340 f of the Commercial
Code), which were transferred to the fund
for general banking risks pursuant to section
340 g of the Commercial Code, 1s to be as-
sessed differently. This transfer did not have
any effect on performance or the tax pos-
ition. Economically speaking, these funds act
as disclosed reserves. They are therefore
counted as core capital. The balance sheet
statistics for May show that by 1997 a total
of DM 3.6 billion had been transferred to that
fund (May 1996: DM 2.5 billion).
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Operating result after the valuation of
assets, and net other and extraordinary
income or charges

In 1996 the banks’ operating result after the
valuation of assets rose by DM 3.2 billion to
DM 43.9 billion. Despite this increase of al-
most 8 %, the ratio of the operating result to
the average volume of business fell from
0.54% in the preceding year to 0.51% (see
the table on page 53). Profitability was hit
comparatively hard by the virtual doubling of
the adverse balance of extraordinary income
or charges, to — DM 4.3 billion. This increase
absorbed the bulk of the improvement in the
operating result. The decisive factor was an
upturn of DM 2 billion in extraordinary
charges. The bulk of this amount was ac-
counted for by the charges of an institution

Slight improve-
ment in the
operating result



Profit for the
financial year
rose little

from the category of banks with special func-
tions, reflecting provisions for foreseeable ex-
penses arising from privatisation-induced
charges for certain services in the next few
years and likely to have a correspondingly
favourable effect on that institution’s future
performance. Expenditure on loss transfers,
for example on behalf of group subsidiaries,
was accompanied by corresponding earnings
by those subsidiaries. With respect to the
income from, or expenditure on, financial
assets (participations, shares in affiliated
undertakings, securities carried as fixed
assets), the banks also took advantage of
nettings pursuant to subsection 2 of section
340 ¢ of the Commercial Code.

Profit for the financial year before and
after tax

In an overall view, in 1996 the profit for the
financial year before tax rose marginally (by
just over DM 1 billion, or slightly below 3 %)
to a total of DM 39.6 billion; as a percentage
of the average volume of business, this
implies a decline from 0.51% to 0.46%.
Excluding the above-mentioned extraordinary
charges incurred by the category of banks
with special functions, the profit for the fi-
nancial year as a whole would have risen by
more than 6 %. There were marked differ-
ences (see the table on page 43) in the results
of the various categories of banks. It was big
banks' profit for the financial year that rose
most (29%). The regional institutions of
credit cooperatives (almost 22 %) and mort-
gage banks (16 %) — whose typical lines of
business flourished particularly in 1996 — also
fared very well. Regional giro institutions’
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Breakdown of other and extraordinary
income or charges *

DM million

Item 1994 1995 1996 p

Net other and extraordinary
income or charges - 488-2,191-4,338

Income

from value re-adjust-
ments in respect of
participating interests,
shares in affiliated
undertakings and trans-
ferable securities held as

financial fixed assets 2,996 851: 1,170

from the release of

special reserves 371 413 343

from loss transfers 143 1177 1,192

Extraordinary income 1,607 455 865
Charges

Value adjustments in
respect of participating
interests, shares in
affiliated undertakings
and transferable secur-
ities held as financial

fixed assets -1,569 - 521i- 570

Charges incurred

through loss transfers — 882:i- 949-2,077
Transfers to special

reserves - 638i- 171 - 387
Extraordinary charges ~1,426 i~ 983 -2912

Profits transferred under
profit-pooling and profit
transfer agreements -1,090 1-1,403 |- 1,962

* Including east German credit institutions and in ac-
cordance with the new accounting regulations.
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Income and capital
of credit institutions

DM
billion
40  Profit for the financial
year before tax

30
20 %

40

Capital ratio 1

18
13

g Return on capital 2

37

34

o P

1985 86 87 88 89 90 91 92 93 94 95 1996

1 Capital as a percentage of the volume of
business; annual average. — 2 Profit for the
financial year before tax as a percentage of
the capital. — o From the financial year
1993 including east German credit in-
stitutions and in accordance with the new
accounting regulations.

Deutsche Bundesbank

profit for the year went up by just over 5%;
the growth among savings banks (3 %) and
credit cooperatives (2%) was somewhat
weaker.

Taxes on income and earnings represented a
charge totalling DM 20.6 bhillion on credit
institutions” performance. This was about DM
1.5 billion more than in the previous year. In
addition to the somewhat higher profit for
the financial year, this may have owed some-
thing to relatively stronger direct reinvest-
ment or less recourse to “pay out-take back”
increases in capital. The tax burden rose par-
ticularly strongly among big banks and mort-
gage banks, whereas it declined among
regional giro institutions.
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The profit for the financial year after tax
amounted to DM 19 billion; this was DM V»
billion less than a year before. Net allocations
to reserves fell by DM 1.2 billion; correspond-
ingly, the balance sheet profit was shown at
DM 1274 billion, DM 0.8 billion more than in
1995.

The return on capital, i.e. the ratio of the
profit for the financial year before tax to the
capital as reported in the balance sheet
(including participation rights capital and the
fund for general banking risks), deteriorated
distinctly in 1996, dropping from 12.76 % in
the previous year to 12.04%. At the same
time, the capital ratio contracted from
3.98% to 3.85%. German credit institutions
increased their capital in 1996 to much the
same extent as in 1995 — and therefore sig-
nificantly less than in 1994.

Performance of the subsidiaries of Ger-
man credit institutions in Luxembourg

Decline in the
profit for the fi-
nancial year
after tax

Fall in return
on capital and
capital ratio

The earning performance of the subsidiaries
of German credit institutions in Luxembourg$
in the financial year 1996 was more favour-
able than that of domestic banks. Their profit
for the financial year before tax rose by DM
250 million, or 114 %, to a total of DM 2.4

5 At the end of 1996, a total of 125 foreign subsidiaries
majority-owned by German banks from 26 countries
were reporting for the Monthly Balance Sheet Statistics.
At that date their volume of business amounted to DM
673.8 billion. 48 % of this sum was accounted for by the
31 subsidiaries in tuxembourg (1995: as much as 54 %),
The volume of business of the subsidiaries in Luxembourg
is therefore just over one-half as high as that of all foreign
branches of German credit institutions (end of 1996; DM
1,306 billion), whose profits are included in the results of
domestic credit institutions.

Earning
performance
better than that
of domestic
institutions ...



... owing to net
income from
the valuation of
assets
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Comparison of performance between German credit institutions

and their subsidiaries in Luxembourg *

Percentage of the average volume of business o

Profit for the financial

Net interest and net Partial operating result year before tax or profit

commissions received or gross earnings Operating result before tax

Domestic Domestic Domestic

credit Subsidiaries i credit Subsidiaries | Domestic | Subsidiaries | credit Subsidiaries

institu- in Luxem-  linstitu- in Luxem- | credit in Luxem- |institu- in Luxem-
Financial year tions 1 bourg 2 tions 1 bourg institutions jbourg tions 1 bourg
1984 2.38 0.63 0.94 0.95 . . 0.66 0.08
1985 2.4 0.70 0.90 1.19 . . 0.64 0.17
1986 2.37 0.65 0.85 1.10 . . 0.61 0.20
1987 2.21 0.46 0.71 0.96 . . 0.52 0.27
1988 2.16 0.41 0.69 1.05 . . 0.55 0.46
1989 2.08 0.19 0.65 0.82 . . 0.45 0.31
1990 2.11 0.15 0.63 1.20 . . 0.44 0.16
1991 2.17 021 0.68 0.78 . . 0.53 0.20
1992 221 0.26 0.71 0.90 . . 0.51 0.42
1993 2.29 1.03 0.80 0.81 0.55 0.76 0.53 0.77
1994 2.27 0.95 0.88 0.72 0.47 0.72 0.46 0.69
1995 2.12 0.88 0.73 0.66 0.54 0.71 0.51 0.71
1996 p 1.99 0.84 0.70 0.61 0.51 0.76 0.46 0.75

* From the financial year 1993 including east German
credit institutions and in accordance with the new ac-
counting regulations. — o Until the end of 1984 as a per-
centage of the balance sheet total at the end of the
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billion; after the deduction of earnings-
related taxes totalling DM 770 million, the
profit for the financial year came to a good
DM 1.6 billion. These were both record fig-
ures. The volume of business of the Luxem-
bourg subsidiaries rose by a total of 5%, and
thus somewhat more moderately.

The main reason for the high level of profit
for the year in 1996 was the strong improve-
ment in income from the valuation of loans,
participating interests and especially securities
held as financial fixed assets. Mainly, it seems,
because of the release of value adjustments
on country exposures, a net positive contribu-
tion of slightly below DM 50 million accrued,
whereas in 1995 the accounts were burdened
by a net charge of — DM 230 million from the
valuation of assets. The net profit on financial

financial year. — 1 From the financial year 1390 including
Deutsche Bundespost Postbank (from 1995: Deutsche
Postbank AG). — 2 Until 1992 excluding current receipts
from securities and participating interests.

operations, which also includes the valuation
of the securities held as liquid reserves, like-
wise improved by almost DM 100 million, to
some DM 540 million. In this connection, the
banks benefited considerably from the buoy-
ant tone of the markets.

By contrast, the aggregate partial operating
result of the Luxembourg subsidiaries deteri-
orated slightly, viz. by DM 60 million to some
DM 1.9 billion. Net interest received, still the
most important source of earnings, fell by
some DM 50 million to DM 2,120 million; the
interest margin contracted from 0.72% to
0.67%. In which
dominate both the assets and the liabilities

interbank transactions,
side of the balance sheet, the squeeze on

margins increased further for competitive rea-
sons. This development might continue to
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Profit or loss for the
financial year of

credit institutions and their
subsidiaries in Luxembourg *

Percentage of the average volume
of business

Domestic
credit institutions ?

o,
AN

Luxembourg

subsidiaries
° P

1985 86 87 88 89 90 91 92 93 94 95 199
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* Before tax; from the financial year 1990
including Postbank. — 1 Including foreign
branches. — o From the financial year 1993
including east German credit institutions
and in accordance with the new accounting
regulations.
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gather pace in view of the persistent changes
in the European banking sector and the forth-
coming introduction of a single European cur-
rency. Net commissions received rose by 7 %
in 1996, to some DM 550 million, with safe
custody business probably having generated
stable profits and retail customer business
slightly increased profits. Administrative ex-
penses went up by approximately 7% to
some DM 740 million. Much as in the case of
the domestic institutions, other administrative
expenses grew more quickly than staff costs —
by 10 % against 4 %. They now account for
almost 50% of administrative expenses. In-
vestment is continuing, especially in EDP. The
number of employees has risen slightly as

well.
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Major components of credit institutions’ profit and loss accounts,
by category of banks *

Percentage of the average volume of business o

Regional Credit
banks Regional institu-
and institu- tions
other Branches Regional tions of with
All cat- commer- }of giro credit Credit Mort- special
Finandial egories | Big cial foreign |Private Jinstitu- }Savings |cooper- |[cooper- |gage func-
year of banks }banks banks banks bankers jtions1 i{banks atives2 | atives banks tions 3
Interest receivable
19903 7.26 7.75 7.68 7.48 8.89 7.33 7.23 7.92 7.56 6.46 6.1
1991 7.7 7.87 8.23 7.92 9.59 7.69 7.84 8.1 8.15 6.85 6.55
1992 7.98 8.03 8.43 8.03 11.36 7.51 8.27 8.55 8.61 7.49 6.79
1993 7.51 7.30 7.62 8.42 9.78 6.87 7.95 1.76 8.17 7.49 6.76
1994 6.77 6.25 6.91 6.69 8.08 6.49 7.33 6.44 7.34 7.1 5.57
1995 6.57 6.07 6.66 5.84 6.69 6.32 7.08 5.61 7.10 6.90 5.90
1996 p 6.07 5.40 6.06 4,51 5.80 5.90 6.61 478 6.54 6.54 5.67
1995 (w) 4 6.58 . . . . . 7.17 . 7.13
1996 (w) 4 6.06 . . . . . 6.70 . 6.56
Interest payable
19903 5.54 5.43 5.87 6.85 713 6.72 4.56 7.26 461 5.76 4.89
1991 5.92 5.43 6.32 7.25 7.1 7.08 5.02 7.55 5.11 6.17 5.26
1992 6.17 5.56 6.43 7.23 9.44 6.86 5.39 7.77 5.53 6.77 5.66
1993 5.64 493 5.61 7.39 7.58 6.21 4.91 6.84 5.01 6.78 5.66
1994 4.89 4.00 4.78 5.93 5.85 5.73 4.18 5.15 419 6.42 4.64
1995 4.81 4.15 4.65 5.12 41 5.63 4.05 4.72 4.06 6.21 4.96
1996 p 4.42 3.69 4.15 3.81 3.41 5.21 3.70 4.02 3.63 5.88 477
1995 (w) 4 4.86 . . . . . 4.18 . 4.10
1996 (w) 4 445 . . . . . 3.82 . 3.66
Excess of interest receivable over interest payable = net interest received
1990 3 1.72 2.32 1.81 0.63 1.76 0.61 2.67 0.66 295 0.70 1.22
1991 1.79 244 1.91 0.67 1.88 0.61 2.82 0.56 3.04 0.68 1.29
1992 1.81 247 2.00 0.80 1.92 0.65 2.88 0.78 3.08 0.72 1.13
1993 1.87 2.37 2.02 1.02 2.20 0.65 3.04 0.92 3.16 0. 1.09
1994 1.89 2.25 213 0.76 2.23 0.76 3.15 1.29 3.15 0.69 0.93
1995 1.76 1.93 2.01 0.72 248 0.68 3.02 0.89 3.04 0.69 0.95
1996 p 1.65 1.7 1.91 0.69 2.39 0.69 2,81 0.76 2.91 0.67 0,90
1995 (w) 4 1.72 . . . . . 2.99 . 3.02
1996 (w) 4 1.62 . . . . . 2.88 . 2.90
Excess of commissions receivable over commissions payable = net commissions received
19903 0.39 0.91 0.51 0.24 0.92 0.10 0.44 0.27 0.49 . 0.34
1991 0.38 0.84 0.50 0.27 0.82 0.08 0.47 0.24 0.51 . 0.33
1892 0.40 0.87 0.49 0.27 0.97 0.11 0.53 0.27 0.55 . 0.30
1993 0.42 1.03 0.50 0.26 1.14 0.10 0.50 0.27 0.58 0.00 0.25
1994 0.39 0.87 0.46 0.24 1.06 0.11 0.50 0.23 0.57 -0.01 0.22
1995 0.36 0.77 0.44 0.24 1.21 0.10 0.43 0.22 0.53 0.00 0.21
1996 p 0.34 0.73 0.42 0.22 1.46 0.10 0.47 0.22 0.52 -0.01 0.18
1995 (w) 4 0.35 . . . . . 0.48 . 0.53
1996 (w) 4 0.34 . . . . . 0.47 . 0.52

* From the financial year 1993 including east German credit in- regional institutions of credit cooperatives + DM 13.8 billion. —
stitutions and in accordance with the new accounting regula- 1 Including Deutsche Girozentrale. — 2 Including Deutsche
tions. — o Excluding the volume of business of the foreign Genossenschaftshank. — 3 From the financial year 1990
branches of savings banks and mortgage banks. Statistical in- including Deutsche Bundespost Postbank (from 1995: Deutsche
crease in the volume of business owing to the inclusion of for- Postbank AG). — 4 West German credit institutions.

eign branches: 1992 private bankers + DM 1.5 billion; 1994
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Major components of credit institutions’ profit and loss accounts,

by category of banks, * cont'd

Percentage of the average volume of business o

Regional Credit
banks Regional institu-
and institu- tions
other Branches Regional tions of with
All cat- commer- |of giro credit Credit Mort- special
Financial egories  :Big cial foreign Private iinstitu- jSavings cooper- cooper- |gage func-
year of banks :banks banks banks bankers tions1 banks atives 2 |atives banks tions 3
General administrative expenses
1990 3 1.48 2.25 1.80 0.75 2.24 0.47 2.1 0.66 2.63 0.24 1.11
1991 1.49 2.30 1.79 0.81 2.25 0.44 2.18 0.63 2.62 0.23 1.05
1992 1.50 2.31 1.76 0.80 2.24 0.50 2.23 0.72 2.65 0.26 1.02
1993 1.49 2.22 1.66 0.77 2.57 0.46 2.28 0.73 2.68 0.25 0.91
1994 1.39 2.14 159 0.76 2.46 0.45 2.14 0.66 2.54 0.22 0.77
1995 1.38 2.05 1.61 0.77 2.93 0.46 217 0.66 2.53 0.22 0.78
1996 p 1.29 1.84 1.50 0.89 2.96 0.43 2.1 0.60 2.44 0.20 0.69
1995 (w) 4 1.35 2.09 2.49
1996 (w) 4 1.26 2.04 2.40
Partial operating result
19903 0.63 0.98 0.52 0.12 0.44 0.24 1.00 0.27 0.81 0.46 0.45
1991 0.68 0.98 0.62 0.13 0.45 0.25 1.1 0.17 0.93 0.45 0.57
1992 0.71 1.03 073 0.27 0.65 0.26 1.18 0.33 0.98 0.46 0.41
1993 0.80 1.18 0.86 0.52 0.76 0.30 1.25 0.46 1.06 0.46 0.44
1994 0.88 0.98 1.00 0.24 0.83 0.41 1.52 0.86 1.18 0.46 0.39
1995 0.73 0.65 0.84 0.19 0.75 0.33 1.34 0.45 1.04 0.46 0.38
199 p 0.70 0.60 0.84 0.02 0.89 0.35 1.28 0.39 1.00 0.45 0.39
1995 (w) 4 0.73 1.38 1.06
1996 (w) 4 0.70 131 1.02
Net profit or net loss on financial operations
1990
1991
1992 . . . . . . . . . . .
1993 0.1 0.26 0.20 0.06 0.38 0.09 0.09 0.15 0.05 0.00 0.02
1994 0.01 -0.0% 0.02 0.12 0.05 0.00 0.01 0.08 0.00 0.00 0.00
1995 0.06 0.12 0.10 0.05 0.16 0.05 0.05 0.12 0.03 0.00 0.01
1996 p 0.05 0.10 0.07 0.23 0.12 0.04 0.05 0.10 0.03 0.00 0.01
1995 (w) 4 0.06 0.05 0.04
1996 (w) 4 0.05 0.05 0.03
Net income or net charges from the valuation of assets
1990
1991
1992 . ' ’ ’ :
1993 -0.38 ~-0.81 -0.53 -0M -0.64 -0.19 -0.45 -033 -032 -0.12 -0.17
1994 -044 -0.47 -0.51 -0.04 -0.78 -0.19 -0.73 -0.73 -0.55 -0.19 -0.23
1995 -0.27 -0.19 -0.35 0.05 -0.77 -0.15 ~0.52 -0.13 -0.35 -0.10 -0.16
1996 p -0.26 ~0.15 -0.41 0.01 -0.55 -0.15 -0.46 -0.04 -0.35 ~-0.08 -0.20
1995 (w) 4 -0.26 -0.51 -035
1996 (w) 4 -0.25 -0.45 -0.34

For footnotes *, 0 and 1 to 4, see page 51.
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Major components of credit institutions’ profit and loss accounts,
by category of banks, * cont'd

Percentage of the average volume of business o

Regional Credit
banks Regional institu-
and institu- tions
other Branches Regional tions of with
All cat- commer- {of giro credit Credit Mort- special
Financial egories  |Big cial foreign iPrivate |institu- {Savings icooper- _cooper- [gage func-
year of banks | banks banks banks bankers jtions1 banks atives 2 | atives banks tions 3
Operating result
1990
1991
1992 ' . . . . . . . . . .
1993 0.55 0.63 0.58 0.47 0.61 0.23 0.87 0.27 0.9 0.33 0.29
1994 0.47 0.45 0.57 0.32 0.22 0.25 0.77 0.20 0.73 0.26 0.19
1995 0.54 0.57 0.65 0.32 0.23 0.26 0.84 0.45 0.80 0.36 0.27
1996 p 0.51 0.54 0.58 0.28 0.61 0.28 0.81 0.46 0.75 0.36 0.26
1995 (w) 4 0.54 . . . . . 0.88 . 0.83
1996 (w) 4 0.52 . . . . . 0.85 . 0.77
Net other and extraordinary income or charges
1990
1991
1992 ) . . . . . . . . . .
1993 -0.02 -0.06 -0.07 0.00 0.02 -0.01 0.00 -0.06 -0.01 -0.01 0.00
1994 -0.01 0.09 -0.05 -0.01 0.28 -0.05 -0.06 0.27 ~0.03 0.01 0.03
1995 -0.03 -0.10 -0.10 -0.02 0.22 -0.03 0.02 -0.03 0.02 -0.03 -0.01
1996 p -0.05 -0.04 -0.10 -0.02 0.00 -0.07 0.01 -0.02 0.02 -0.03 -0.22
1995 (w) 4 -0.03 . . . . . 0.02 . 0.01
1996 (w) 4 -0.05 . . . . . 0.01 . 0.03
Profit for the financial year before tax
1990 3 0.44 0.83 0.45 -0.02 0.47 0.12 0.53 0.26 0.67 0.32 0.29
1991 0.53 0.75 0.43 0.20 0.50 0.16 0.84 0.21 0.89 0.39 0.32
1992 0.51 0.70 0.26 0.30 043 0.18 0.92 0.25 0.95 0.36 0.25
1993 0.53 0.57 0.52 0.47 0.62 0.22 0.86 0.22 0.90 0.32 0.29
1994 0.46 0.58 0.52 0.31 0.50 0.20 0.71 0.47 0.70 0.27 0.21
1995 0.51 0.47 0.55 0.31 0.46 0.23 0.86 0.42 0.81 0.33 0.26
1996 p 0.46 0.50 0.48 0.26 0.61 0.21 0.82 0.43 0.77 0.33 0.03
1995 (w) 4 0.51 . . . . . 0.90 . 0.84
1996 (w) 4 0.47 . . . . . 0.86 . 0.80
Profit for the financial year after tax
19903 0.21 0.49 0.20 -0.13 0.36 0.06 0.19 0.16 0.25 0.19 0.16
1991 0.24 0.39 0.20 0.07 0.39 0.08 0.28 0.09 0.35 0.26 0.18
1992 0.21 0.41 0.02 0.14 0.32 0.09 0.29 0.1 0.34 0.21 0.13
1993 0.25 0.35 0.29 0.28 0.54 0.1 0.31 0.09 0.34 0.18 0.20
1994 0.24 0.38 0.31 0.20 0.44 0.11 0.30 0.24 0.31 0.17 0.14
1995 0.26 0.37 0.31 0.20 0.38 0.12 0.30 0.21 0.3t 0.21 0.20
1996 P 0.22 0.33 0.28 0.15 0.48 0.13 0.29 0.24 0.28 0.20 0.00
1995 (w) 4 0.26 . . . . . 0.31 . 0.32
1996 (w) 4 0.23 . . . . . 0.30 . 0.29

For footnotes *, o and 1 1o 4, see page 51.
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Credit institutions’ profit and loss accounts *

Interest business Non-interest business General administrative expenses
Partial
Net Net com- operating
interest missions Other result
received received Commis- Commis- Total adminis- (col. 1 plus
(col. 2 less  {Interest Interest (col. S less isions sions (col. 8 plus trative col. 4 less
col. 3) receivable |payable col. 6) receivable ipayable col. 9) Staff costs {expenses icol.?7)
Financial
year 1 2 3 4 5 6 7 8 9 10
DM billion
1989 73.2 280.2 207.0 15.0 16.7 1.7 60.8 38.7 221 27.4
1990 3 80.5 339.7 259.2 18.0 19.9 1.9 69.2 43.2 26.0 29.3
1991 91.6 395.4 303.8 19.6 21.5 1.9 76.4 474 29.0 348
1992 101.0 444.8 343.8 22.4 24.7 2.3 83.7 51.7 32.0 39.6
1993 118.9 477.2 358.4 26.6 29.7 31 849 57.2 37.7 50.6
1994 133.7 479.9 346.2 27.3 30.5 3.2 98.8 59.0 39.7 62.2
1995 1336 498.9 365.4 27.1 304 33 105.2 62.8 423 555
1996 p 140.9 518.4 377.5 29.2 333 4.1 110.0 64.4 45.6 60.1
1995 (w) 4 125.9 4811 355.2 25.8 29.1 33 98.5 59.8 38.7 53.3
1996 (w) 4 132.9 499.0 366.1 27.9 31.9 4.1 103.3 61.3 42.0 57.5
Change from the previous year in % 5
19903 + 6.2 +19.6 +24.3 +13.6 +13.1 + 8.7 + 84 + 87 + 8.0 + 54
1991 +13.8 +16.4 +17.2 + 87 + 8.2 + 34 +10.4 + 99 +11.1 +18.8
1992 +10.0 +12.2 +12.8 +14.2 +14.8 +20.5 + 95 + 89 +10.5 +13.4
1993 +10.3 + 4.1 + 2.2 +16.5 +17.8 +30.0 + 7.7 + 6.7 + 93 +19.1
1994 +11.3 - 15 - 57 + 2.2 + 2.5 + 5.6 + 3.8 + 29 + 5.3 +20.4
1995 + 0.0 + .4.3 + 6.0 - 0.5 - 0.0 + 37 + 6.7 + 6.7 + 69 -10.8
1996 p + 55 + 39 + 3.3 + 7.9 + 97 +24.8 + 4.6 + 2.6 + 7.7 + 83
Percentage of the average volume of business
1989 1.73 6.62 4.89 0.36 0.40 0.04 1.44 0.92 0.52 0.65
19903 1.72 7.26 5.54 0.39 0.43 0.04 1.48 0.92 0.56 0.63
1991 1.79 7.71 5.92 0.38 0.42 0.04 1.49 0.92 0.57 0.68
1992 2 1.81 7.98 6.17 0.40 0.44 0.04 1.50 0.93 0.57 0.71
1993 1.87 7.51 5.64 0.42 0.47 0.05 1.49 0.90 0.59 0.80
1994 2 1.89 6.77 4.89 0.39 0.43 0.05 1.39 0.83 0.56 0.88
1995 1.76 6.57 4.81 0.36 0.40 0.04 1.38 0.83 0.56 0.73
1996 p 1.65 6.07 4.42 0.34 0.39 0.05 1.29 0.75 0.53 0.70
1995 (w) 4 1.72 6.58 4.86 0.35 0.40 0.04 1.35 0.82 0.53 0.73
1996 (w) 4 1.62 6.06 4.45 0.34 0.39 0.05 1.26 0.74 0.51 0.70

* From the financial year 1993 including east German credit institu-
tions and in accordance with the new accounting regulations. —
1 Balance sheet total plus endorsement liabilities on rediscounted bills,
own drawings outstanding, discounted and credited to borrowers,
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and bills sent for collection from the bill portfolio before maturity;
annual average. — 2 Excluding the volume of business of the foreign
branches of savings banks and mortgage banks. Statistical increase in
the volume of business owing to the inclusion of the foreign
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Net income
or net
charges from Profit for Profit or
the valuation the financial loss () for
of assets Net other year before the financial
Net profit or | Net other {other than |Operating and extra- tax (from year after
netlosson joperating tangible or  {result ordinary 1993: Taxes on tax Memo item
financial op- jincome or financial {col. 10 to income or col. 14 plus jincome and j{col. 16 less {Volume of
erations charges fixed assets) }col. 13) charges col. 15) earnings col. 17) business 1. 2
Financial
1 12 13 14 15 16 17 18 19 year
DM billion
19.1 10.5 8.6 4,234.1 11989
20.5 10.8 9.7 4,675.2 119903
273 15.1 12.1 5,129.5 {1991
. . . . . 284 16.9 11.5 5,571.9 11992
6.8 1.7 -24.0 35.1 - 15 33.6 17.9 15.7 6,354.1 11993
0.5 1.5 -309 333 - 05 32.8 15.5 17.3 7,085.3 11994
4.4 1.4 -20.5 40.8 - 22 38.6 19.1 19.5 7,592.9 /1995
4.1 1.5 -21.8 43.9 - 43 39.6 20.6 19.0 8,545.9 11996 p
43 1.2 ~19.1 39.6 - 22 374 18.5 18.9 7,310.7 | 1995(w)4
40 1.5 -20.3 426 - 44 38.3 19.8 18.5 8,227.8 1 1996 (w)4
Change from the previous year in % 5
+ 54 - 03 +12.2 + 8.91:19903
+33.4 +40.7 +25.2 + 9711991
. . . . . + 3.8 +11.4 - 56 + 8311992
- - - - - +10.9 - 08 +28.1 +10.9 11993
- 928 -17.0 -27.9 - 77 + 747 - 4.0 -13.1 + 6.1 + 9.2:1994
+946.4 - 6.7 +334 +223 -364.2 +17.4 +23.0 +12.3 + 7.4}1995
- 6.0 + 86 - 6.2 + 7.8 - 982 + 2.7 + 7.7 - 23 +12.6 {1996 ¢
Percentage of the average volume of business
0.45 0.25 0.20 . 11989
0.44 0.23 0.21 . 119903
0.53 0.29 0.24 . 11991
. . . . . 0.51 0.30 0.21 L 119922
0.11 0.03 - 038 0.55 - 0.02 0.53 0.28 0.25 . 11993
0.01 0.02 - 0.44 0.47 - 0.01 0.46 0.22 0.24 . 119942
0.06 0.02 - 0.27 0.54 - 0.03 0.51 0.25 0.26 . 11995
0.05 0.02 - 0.26 0.51 - 0.05 0.46 0.24 0.22 . 11996 p
0.06 0.02 - 0.26 0.54 - 0.03 0.51 0.25 0.26 .1 1995 (w)4
0.05 0.02 - 025 0.52 - 0.05 0.47 0.24 0.23 Li 1996 (w)4

branches: 1992 private bankers + DM 1.5 billion; 1994 regional 1995: Deutsche Postbank AG). — 4 West German credit institutions. —
institutions of credit cooperatives + DM 13.8 billion. — 3 From the 5 Statistical changes have been eliminated, including breaks caused by
financial year 1990 including Deutsche Bundespost Postbank (from the inclusion of east German credit institutions in 1993.
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Credit institutions’ profit and loss accounts *©

DM million
Interest business Non-interest business General administrative expenses
Partial
Net Net com- operating
Number interest missions Other result
of report- ireceived received {Commis- [Commis- |Total adminis-  {{(col. 2 plus
ing insti- i(col. 3 less |Interest Interest (col. 6 less :sions sions (col. 9 pius trative col. 5 less
tutions col. 4) receivable | payable icol.7) receivable | payable |col. 10) Staff costs {expenses :col.8)
Financial
year 1 2 3 4 5 6 7 8 9 10 11
All categories of banks
1993 3,845 118,863 477,234 358,371 26,588 29,659 3,071 94,875 57,221 37,654 50,576
1994 3,675 133,664 479,888 346,224 27,286 30,503 3,217 98,760 59,039 39,721 62,190
1995 3,571 133,552 498,925 365,373 27,086 30,394 3,308 105,159 62,814 42,345 55,479
1996 p 3,458 140,861 518,376 377,515 29,214 33,343 4,129 110,017 64,422 45,595 60,058
1995 (w) S 3,274 125,933 481,148 355,215 25,840 29,090 3,250 98,512 59,773 38,739 53,261
1996 (w) 5 3,178 132,886 499,005 366,119 27,865 31,920 4,055 103,297 61,259 42,038 57,454
Commercial banks
1993 300 37,492 131,873 94,381 13,055 14,539 1,484 33,360 20,618 12,742 17,187
1994 294 40,822 126,292 85,470 12,483 14,058 1,575 34,968 21,116 13,852 18,337
1995 290 39,649 129,571 89,922 12,159 13,795 1,636 36,884 22,120 14,764 14,924
1996 p 277 42,324 134,299 91,975 13,707 15,772 2,065 39,363 22,935 16,428 16,668
Big banks
1993 3 18,221 56,093 37,872 7,890 8,258 368 17,075 11,105 5,970 9,036
1994 3 18,658 51,849 33,191 7,252 7,683 431 17,780 11,314 6,466 8,130
1995 3 17,565 55,378 37,813 6,991 7,517 526 18,657 11,827 6,830 5,899
1996 p 3 18,782 59,348 40,566 8,004 8,732 728 20,187 12,437 7,750 6,599
Regional banks and other commercial banks
1993 190 17,436 65,938 48,502 4,332 5,327 995 14,325 8,402 5,923 7,443
1994 187 20,340 66,074 45,734 4,422 5,437 1,015 15,216 8,681 6,535 9,546
1995 190 20,489 67,893 47,404 4,448 5,471 1,023 16,384 9,276 7,108 8,553
1996 p 184 21,997 63,686 47,689 4,874 6,100 1,226 17,249 9,496 7,753 9,622
Branches of foreign banks
1993 34 444 3,655 3,211 114 132 18 334 166 168 224
1994 33 342 3,005 2,663 106 122 16 341 169 172 107
1995 33 370 2,994 2,624 122 136 14 393 182 21 99
1996 p 31 372 2,422 2,050 116 140 24 478 172 306 10
Private bankers
1993 73 1,391 6,187 4,796 719 822 103 1,626 945 681 484
1994 71 1,482 5,364 3,882 703 816 113 1,631 952 679 554
1995 64 1,225 3,306 2,081 598 671 73 1,450 835 615 373
1996 p 59 1,173 2,843 1,670 713 800 87 1,449 830 619 437
Regional giro institutions {including Deutsche Girozentrale)
1993 13 7,821 82,029 74,208 1,234 1,650 416 5,524 3,401 2,123 3,531
1994 13 10,019 85,756 75,737 1,424 1,823 399 5,970 3,486 2,484 5,473
1995 13 9,860 91,024 81,164 1,431 1,840 409 6,583 3,888 2,695 4,708
1996 p 13 11,448 98,124 86,676 1,590 2,089 499 7,227 4,172 3,055 5,811

For footnotes, see page 58f.
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Net
income
or net
charges With-
from the drawals
valuation from or
of assets Profit for Profitor itransfers {Balance (Memo
(other the finan- loss (-) for {to (-) sheet item
Net profit than tan- Net other jcial year the finan- {reserves iprofitor |Average
or net loss | Net other | gible or Operating |and extra- |before tax i Taxes on  {cial year jand parti- :loss(-) volume of
on finan- |operating ifinancial  result ordinary {(col. 15 income aftertax jcipation j{col. 19 business
cial op- income or }fixed (col. 11 income or {plus and (col. 17 rights plus during
erations | charges assets) to col. 14) icharges1 {col. 16) earnings 2 | lesscol. 18)icapital 3 | col. 20) year 4
. Financial
12 13 14 15 16 17 18 19 20 21 22 year
All categories of banks
6,790 17301 -23,979 35,1171 - 1,487 33,630 17,883 15,7471 - 5,991 9,756 § 6,354,137 11993
489 1,540 § -30,896 33,323} - 488 32,835 15,543 17,292% - 6,983 10,309 | 7,085,311 ;1994
4,395 1,424 . -20,543 40,755 - 2,19 38,564 19,111 19,453 . - 7,757 11,696 | 7,592,916 | 1995
4,132 1,548 1 -21,807 43,931 - 4,338 39,593 20,581 19,012 - 6,534 12,478 | 8,545,924 1996 ¢
4,267 1,225 -19,120 39,633 - 2,215 37,418 18,476 18,942 . - 7,662 11,280 { 7,310,709 | 1995 (w)5
4,033 1,460 1 -20,311 42,6361 - 4,355 38,281 19,755 18,526 1 -~ 6,394 12,132 1 8,227,797 ; 1996 (W) 5
Commercial banks
3,960 666 -11,324 10,489 - 1,030 9,459 3,784 56751 - 1,331 4,344 1 1,740,525 11993
189 600} - 9,276 9,850 372 10,222 3,727 6,495 - 1,833 4,662 | 1,897,624 :1994
2,236 604; - 5,628 12,1361 - 1,857 10,279 3,380 6,899 - 1726 5,173 | 2,032,272 {1995
2,138 8471 - 6,642 13,011t - 1,535 11,476 4,383 7,093¢ - 1,505 5,588 1 2,351,504 {1996 p
Big banks
1,978 115} - 6,259 48701 - 4 4,399 1,706 2,693 - 1,025 1,668 768,766 1993
- 51 - 104: - 3,877 4,098 708 4,806 1,680 3,126 ; - 1,150 1,976 829,919 1994
1,071 - 777 - 1705 5188¢ -~ 945 4,243 835 3,408 - 1,390 2,018 911,755 1995
1,1541 - 150% - 1,702 59011 - 430 5471 1,857 3,6141 - 1,450 2,164 § 1,099,382 11996 p
Regional banks and other commercial banks
1,716 4881 - 4,614 5,033 - 570 4,463 1,944 2,519 - 273 2,246 865,041 11993
152 62917 - 4,864 5,463 - 519 4,944 1,960 2,984 - 550 2,434 956,434 11994
1,058 621 - 3,566 6,666 - 1,013 5,653 2,457 3,196 - 277 2,919 1,019,846 11995
802 9131 - 4,675 6,662 - 1,093 5,569 2,404 3,165¢ -~ 1 3,154 i 1,149,387 ;1996 p
Branches of foreign banks
28} - 3i - 47 202 0 202 79 1231 -~ 3 120 43,427 {1993
52 1 - 17 143 - 6 137 45 92 - 6 86 44,914 | 1994
28 14 25 166; - 8 158 53 105 - 7 98 51,263 { 1995
125 13 3 151 - 13 138 57 81 - 7 74 53,757 1199 P
Private bankers
238 66 - 404 384 11 395 55 340§ - 30 310 63,291 11993
36 74, - 518 146 189 335 42 293 - 127 166 66,357 | 1994
79 46 - 382 116 109 225 35 190 - 52 138 49,408 : 1995
57 71% - 268 297 1 298 65 2331 - 37 196 48,978 11996 p
Regicnal giro institutions (including Deutsche Girozentrale)
1,022 464 - 2,252 2,765 - 166 2,599 1,328 1.271 - 768 5031 1,194,272 | 1993
- 64 458 1 - 2,564 3,303 - 689 2,614 1,115 1,499 - 949 550§ 1,321,304 1 1994
780 330 - 2,103 37151 - 392 3,323 1,542 1,781 - 1,150 631} 1,440,883 1995
640 633: - 2446 46381 - 1,143 3,495 1,299 2,196 -~ 1,330 866 1 1,662,667 11996 P
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Credit institutions’ profit and loss accounts, * ° cont’d

DM million
Interest business Non-interest business General administrative expenses
Partial
Net Net com- operating
Number iinterest missions Other result
of report- jreceived received {Commis- {Commis- iTotal adminis-  (col. 2 plus
inginsti- i(col. 3 less |Interest Interest (col. 6 less isions sions {col. 9 plus trative col. 5 less
tutions col. 4) receivable {payable col.7) receivable {payable icol. 10} Staff costs |expenses col. 8)
Financial
year 1 2 3 4 5 6 7 8 9 10 1A
Savings banks
1993 703 38,078 99,669 61,591 6,261 6,468 207 28,638 17,728 10,910 15,701
1994 655 43,102 100,277 57,175 6,878 7,086 208 29,237 18,287 10,950 20,743
1995 624 43,499 101,815 58,316 6,995 7,219 224 31,280 19,291 11,989 19,214
1996 p 607 44,863 101,819 56,956 7.284 7,543 259 32,422 19,779 12,643 19,725
1995 (w) 5 516 37,829 90,791 52,962 6,099 6,292 193 26,430 17,141 9,289 17,498
1996 (w) 5 510 38,971 90,611 51,640 6,329 6,550 221 27,529 17,549 9,980 17,771
Regional institutions of credit cooperatives (including Deutsche Genossenschaftsbank)
1993 4 1,837 15,530 13,693 535 804 269 1,457 769 688 915
1994 4 2,984 14,851 11,867 526 778 252 1,527 801 726 1,983
1995 4 2,205 13,950 11,745 554 810 256 1,633 847 786 1,126
1996 p 4 2,218 13,913 11,695 644 906 262 1,734 859 875 1,128
Credit cooperatives
1993 2,774 22,662 58,603 35,941 4,145 4,442 297 19,183 11,599 7,584 7,624
1994 2,659 24,889 57.940 33,051 4,524 4,852 328 20,075 12,149 7,926 9,338
1995 2,591 25,588 59,789 34,201 4,468 4,823 355 21,302 12,819 8,483 8,754
1996 p 2,506 26,266 58,970 32,704 4,733 5,127 394 21,963 13,106 8,857 9,036
1995 (w) 5 2,410 24,042 56,689 32,647 4,187 4,523 336 19,796 12,081 7,715 8,433
1996 (w) 5 2,332 24,707 55,934 31,227 4,415 4,785 370 20,464 12,336 8,128 8,658
Mortgage banks
1993 33 4,953 52,340 47,387 - 34 241 275 1,717 1,037 680 3,202
1994 33 5,554 57,248 51,694 - 41 266 307 1,808 1,091 717 3,705
1995 32 6,135 61,532 55,397 - 12 275 287 1,997 1,176 821 4,126
1996 p 34 7,001 68,847 61,846 - 122 301 423 2,135 1,250 885 4,744
Credit institutions with special functions
1993 18 6,020 37,190 31,170 1,392 1,515 123 4,996 2,069 2,927 2,416
1994 17 6,294 37,524 31,230 1,492 1,640 148 5,175 2,109 3,066 2,611
1995 17 6,616 41,244 34,628 1,491 1,632 141 5,480 2,673 2,807 2,627
1996 p 17 6,741 42,404 35,663 1,378 1,605 227 5,173 2,321 2,852 2,946
Memo item: Credit institutions majority-owned by foreign banks 6
1993 86 4,222 16,339 12,117 1,373 1,713 340 4,369 2,310 2,059 1,226
1994 88 5,038 15,822 10,784 1,448 1,801 353 4,649 2,458 2,191 1,837
1995 88 5,020 14,300 9,280 1,490 1,823 333 4,852 2,530 2,322 1,658
1996 p 78 5,076 13,203 8,127 1,701 2,095 394 5,014 2,573 2,441 1,763
* From the financial year 1993 including east German credit institu- 1 Excess of charges over income: —. — 2 In part, including taxes paid by

tions and in accordance with the new accounting regulations. — o Ex-
cluding building and loan associations, excluding institutions in liqui-
dation and excluding institutions with a truncated financial year. —

Deutsche Bundesbank

58

legally dependent building and loan associations affiliated to regional
giro institutions. — 3 Including profit or loss brought forward and
withdrawals from or transfers to the fund for general banking risks. —
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Net
income
or net
charges Wwith-
from the drawals
valuation fromor
of assets Profit for Profitor [transfers {Balance Memo
(other the finan- loss (~) for {to (-} sheet item
Net profit than tan- Net other |cial year the finan- jreserves | profitor |Average
or net loss |Net other jgibleor {Operating |and extra- | before tax | Taxes on cial year {and parti- }loss {-) volume of
on finan- joperating ifinancial |result ordinary {{col. 15 income aftertax jcipation }{col. 19 business
cial op- income or ifixed (col. 11 income or {plus and (col. 17 rights plus during
erations  jcharges assets) to col. 14) icharges1 |col. 16) earnings 2 |lesscol. 18)capital 3 | col. 20) year 4
Financial
12 13 14 15 16 17 18 19 20 21 22 year
Savings banks
1,071 - 235 - 5,690 10,847 - 10 10,837 7,006 3,831 - 1,562 2,269 1 1,253,312 11993
205f - 358} ~10,007 10,583} ~ 876 9,707 5,661 4,046 . - 1,621 2,425 § 1,367,636 11994
716} - 437 - 7,481 12,012 301 12,313 7,953 4,360 - 1,789 2,571 1 1,438,297 (1995
700 - 895 - 7,059 12,471 217 12,688 8,289 43991 -~ 1,841 2,558 | 1,539,310 {1996p
677F - 531; - 6470 11,174 234 11,408 7,435 3973} -~ 1,728 2,245 1,266,720 1 1995{(w)>5
671 - 885 - 6,103 11,454 163 11,617 7,626 3,991 - 1,695 2,296 i 1,352,639 | 1996 (w) 5
Regional institutions of credit cooperatives (including Deutsche Genossenschaftsbank)
301 - 13; - 654 5481 - 113 436 260 176 | — 85 91 200,135 1 1993
1821 - 6] - 1,691 468 626 1,094 543 551 - 366 185 230,507 | 1994
299 187 - 335 1,108 - 72 1,036 519 5171 - 202 315 248,733 {1995
298 351 - 129 1,3321 - 71 1,261 572 6891 - 506 183 291,098 {1996 P
Credit cooperatives
326 864 - 2,284 6,530 - 77 6,453 4,014 2439: - 814 1,625 716,971 11993
- 29 7621 - 4316 575§ - 213 5,542 3,115 24271 ~ 760 1,667 789,021 11994
294 6371 - 2,983 6,702 139 6,841 4,237 2604 - 810 1,794 842,101 ;1995
265 6207 - 3,151 6,770 211 6,981 4,428 2,553 - 720 1,833 901,801 [ 1996
280 611 - 2,749 6,575 103 6,678 4,147 2,531 - 788 1,743 795,399 | 1995 {(w)5
255 5831 - 2,915 6,581 227 6,808 4,315 24931 - 700 1,793 852,373 | 1996 (w) 5
Mortgage banks
16§ - 62| - 828 2,328 - 67 2,261 1,012 1,249 - 529 720 698,613 11993
- 15, - 98| -~ 1,493 2,099 114 2,213 883 1,330 - 57N 759 805,456 ;1994
18 3] - 927 3,220f - 265 2,955 1,039 19161 - 972 944 891,904 1 1995
121 - 128% -~ 848 37801 - 341 3,439 1,325 21141 - 981 1,133 1 1,051,903 {1996 ¢
Credit institutions with special functions
94 467 - 947 1,609 - 24 1,585 479 1,106 | - 902 204 550,309 | 1993
21 1821 - 1,549 1,265 178 1,443 439 9441 - 883 61 673,763 11994
52 269i - 1,086 18621 - 45 1,817 441 1,376 1 - 1,108 268 698,726 {1995
79 4361 - 1,532 1,921 - 1,676 253 2851 - 32 349 317 747,641 11996 p
Memo item: Credit institutions majority-owned by foreign banks 6
601 1871 - 1,184 830 - 164 666 153 513 27 540 211,200 {1993
303 262 - 1442 960 - 214 746 339 407 - 109 298 231,376 11994
238 3327 - 82 1,408 - 150 1,258 479 7791 - 98 681 227,312 11995
271 482 - 760 1,756 - 357 1,399 653 746 - 114 632 240,468 11996 P

4 Excluding the volume of business of the foreign branches of savings tions majority-owned by foreign banks and included in the categories
banks and mortgage banks. — 5 West German credit institutions. — “Regional banks and other commercial banks”, “Private bankers” and
6 Separate presentation of the (legally independent) credit institu- “Mortgage banks”.
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Charge and income items of credit institutions * ©

DM million
Charges
General administrative expenses
Staff costs
Social security costs
and costs relating
to pensions and
other benefits
Gross
loss on
trans-
actions
Number Net loss 1in goods
of re- on fin- and sub- Other
porting Commis- {ancial sidiary Wages adminis-
institu- Interest  isions opera- trans- and of which {trative
tions Total payable .payable tions actions | Total Total salaries | Total Pensions jexpenses
Financial year ;1 2 3 4 5 6 7 8 9 10 1 12
1993 3,845: 508,554 : 358,371 3,071 37 - 86,507 57,221 44,968 12,253 4,801 29,286
1994 3,675: 508,019 346,224 3,217 1,209 - 90,147 59,039 46,378 12,661 4,557 31,108
1995 3,571 527,936 365,373 3,308 207 - 95,834 62,814 48,713 14,101 5,702 33,020
1996 p 3,458 i 553,926 ! 377,515 4,129 379 -t 100,390 64,422 50,026 14,396 5,524 35,968
* From the financial year 1993 including east German credit institu- cluding building and loan associations, excluding institutions in liquida-
tions and in accordance with the new accounting regulations. — o Ex- tion and excluding institutions with a truncated financial year. — 1 In
DM million
Income
Interest receivable Current income
Profits
transferred
from under
lending profit-
and from debt from from pooling
money securities shares and sharesin  and profit
market and Debt other vari- from par- affiliated |transfer Commis-
trans- Register able-yield |ticipating ;under- agree- sions
Total Total actions claims Total securities  interests 1 takings ments receivable
Financial year |1 2 3 4 5 6 7 8 9 10
1993 524,301 467,357 398,413 68,944 9,032 3,698 1,955 3,379 845 29,659
1994 525,311 465,862 390,532 75,330 12,755 4,407 3,356 4,992 1,271 30,503
1995 547,389 486,795 409,177 77,618 10,865 4,628 2,255 3,982 1,265 30,394
1996 p 572,938 503,296 424,039 79,257 13,074 6,146 2,152 4,776 2,006 33,343

1 In the case of cooperative societies, including amounts paid up on
members’ shares.
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Value adjustments in
respect of intangible
assets and tangible Value ad-
assets justments
in respect
Value ad- iof parti-
justments |cipating
in respect |interests,
of loans |sharesin Profits
and affiliated trans-
advances, jundertak- ferred
and pro- tings and under
visions transfer- profit-
forcon- |ablese- pooling
tingent  |curities Charges Other and
liabilities {held as incurred Taxeson |taxes profit
of which | Other and for financial jthrough |Transfers _Extra- income {including {transfer
Assets operating {commit- | fixed loss to special jordinary and earn- jwealth agree-
Total leased charges ments assets transfers reserves icharges ings 1 tax) ments
13 14 15 16 17 18 19 20 21 22 23 Financial year
8,765 397 3,224 25,250 326 743 651 933 17,883 2,063 7301993
8,925 312 3,078 31,566 1,569 882 638 1,426 15,543 2,505 1,090 {1994
9,707 382 4,750 23,421 521 949 171 983 19,111 2,198 1,403 1 1995
10,067 440 5,252 24,873 570 2,077 387 2,912 20,581 2,832 1,962 {1996 ¢

part, including taxes paid by legally dependent building and loan
associations affiliated to regional giro institutions.

Other operating income
Value re-
adjustments
Value re- in respect of
adjustments | participating
in respect interests,
of loans and |sharesin
advances, affiliated
and provi- undertakings
Gross profit :sions for and trans-
on trans- contingent iferable
actions in liabilities securities Income from
Net profit goodsand iand for held as of which the release
on financial {subsidiary commit- financial from leasing i of special Extraordin- |Income from
operations |transactions |ments fixed assets | Total business reserves ary income iloss transfers
11 12 13 14 15 16 17 18 19 Financial year
6,827 667 1,271 815 6,747 464 342 684 5511993
1,698 605 670 2,996 6,830 365 371 1,607 143 11994
4,602 570 2,878 851 8,184 1,594 413 455 117 11995
4,511 547 3,066 1,170 9,525 1,668 343 865 1,192 11996 p

61



62

Deutsche
Bundesbank
Monthly Report
August 1997



Deutsche
Bundesbank
Monthly Report
August 1997

Deve I O p ment an d German direct investment abroad has

. increased substantially since the mid-
Fjeterm Ina nts O_f eighties as German enterprises, follow-
Intern atl on al d irect ing the worldwide trend towards glob-
i nVEStment alisation, have proceeded to extend

their traditional sales markets abroad
and to open up new markets. Contrary
to the trend in German direct invest-
ment abroad, foreign corporate involve-
ment in Germany has shown major
fluctuations over the past ten years.
Following an increase in inbound dir-
ect investment in the late eighties and
early nineties, Germany has lost some
of its attractiveness as a business loca-
tion in the last few years. The resulting
deterioration in the direct investment
account is often interpreted as signal-
ling a certain locational weakness on
the part of Germany. The reasons ad-
duced for this in the current debate
are, above all, high wage costs, the
sporadic appreciation of the Deutsche
Mark, the heavy burden of taxes and
social security contributions on enter-
prises and the overregulation of the
German economy. Taking a somewhat
longer-term perspective, the following
article examines the determinants of
the trend in direct investment and dis-
cusses some of the implications for
Germany's locational competitiveness.

German direct investment abroad

German direct investment in the form of cor-
porate start-ups abroad or participating inter-
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ests in foreign firms has increased markedly
since the mid-eighties, according to the figures
recorded in the German balance of payments.
Whereas domestic enterprises invested around
DM 15 billion in their foreign subsidiaries in
both 1984 and 1985, for example, German
direct investment reached a peak of DM 55
billion in 1995, owing to some very large
transactions, and still totalled as much as DM
42 billion in 1996. The stock of German cor-
porate assets abroad has also been expanded
considerably through the continuously high fi-
nancial involvement in the form of capital
interests and the granting of intra-group loans
to foreign subsidiaries. The primary participat-
ing interests of German enterprises abroad
more than trebled between 1984 and the end
of 1995 to reach over DM 360 billion.

The direct investment of German enterprises
abroad has developed largely in parallel with
the international trend since the middle of the
eighties. In the wake of the growing inter-
national orientation of firms in the industrial
countries, their direct investment exports rose
from just under US$ 50 billion in 1984 to
around US$ 300 billion in 1995. That corres-
ponds to an average annual growth of 172 %,
which is significantly greater than the average
annual rate of expansion of world trade during
the same period. Germany’s share in the direct
investment exports of the industrial countries
fluctuated between 62 % and 12 /2% during
the period under review. At 10°, its average
between 1990 and 1995 was a little higher
than in the years 1984 to 1989 (8 %), although
that was due mainly to the strong appreciation
of the Deutsche Mark against the US dollar in
the first half of the nineties.
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German direct investment abroad

DM billion

New investment

(net) according to

the German balance
Year of payments Stock at year's end 1
1984 135 125.9
1985 151 130.5
1986 21.9 135.8
1987 17.4 141.0
1988 21.2 167.2
1989 285 194.9
1990 38.7 221.8
1991 39.3 253.5
1992 30.5 2758
1993 25.3 308.4
1994 27.8 3309
1995 55.2 361.7
1996 41.8 .

1 Stock of primary German direct investment abroad.
From 1989 extended statistical recording. Owing not-
ably to the different valuation of equity capital and to
exchange rate changes, the changes in the stock are not
directly comparable with the new investment recorded
in the balance of payments statistics.

Deutsche Bundesbank

With a net investment of US$ 138 billion,
German firms have for years been the fourth
largest investors in the worldwide ranking be-
hind enterprises from the United States (US$
330 billion), Japan (US$ 262 billion) and the
United Kingdom (US$ 150 billion).* In terms
of its foreign trade and economic resources,
Germany likewise fails to lead the table of
“direct investors” among the G-5 countries,
despite the remarkably dynamic expansion of
German foreign investment. The United King-
dom’s direct investment exports amounted to
22% of GDP in the nineties, whereas the

1 The figures are based on the national balance of pay-
ments statistics of the individual investor countries and
relate to the period from 1990 to 1995. The informative
value of such international comparisons is limited, how-
ever, as the methods of recording direct investment flows
vary from country to country. See Deutsche Bundesbank,
Problems of international comparisons of direct invest-
ment flows, Monthly Report, May 1997, pages 77-83.
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corresponding ratio for Germany — similar to
that for France, Japan and the United States -
was only about 1% of GDP. In relation to
exports of goods and services, German direct
investment abroad totailed just short of 5%,
whereas the United Kingdom and Japan both
generated about twice as much outbound
direct investment.

The trend in German direct investment
abroad has multiple determinants that are
hard to separate empirically. Part of the prob-
lem is that the direct investment flows aggre-
gated in the balance of payments relate to
very disparate transactions. These range from
the setting-up of new production sites abroad
and the extension of the foreign sales and
service network to “passive” participating
interests in foreign investment management
companies. Furthermore, the balance of pay-
ments data on direct investment solely meas-
ure the movements of capital and proprietors’
loans (i.e. only the direct financial links be-
tween domestic investors and foreign invest-
ment enterprises), whereas they provide no
information on actual entrepreneurial involve-
ment in other countries. Studies for the
United States and Germany conclude that
the bulk of investment undertaken by affili-
ated companies is financed through external
sources (in particular, borrowing in the capital
market of the country in which the subsidiary
is located) which are not separately identified
in the data on direct investment.2 Finally,
there is often a lack of suitable indicators for
measuring the multiplicity of motives and
locational factors which have a bearing on
the direct investment decisions of multi-

national corparations.
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In theoretical and empirical studies alike,
market-related motives have emerged as a
major factor in decisions on foreign invest-
ment and in the choice of location of inter-
national enterprises. Firms invest in other
countries in order to extend existing sales
markets or to open up new ones. According
to estimates, strategic sales motives played a
primary role in almost half of all worldwide
direct investment at the end of the eighties.3
For various reasons, establishing a presence
at foreign locations is necessary if the desired
sales objectives are to be achieved. The grow-

2 See Feldstein, M., The Effects of Outbound Foreign
Direct Investment on the Domestic Capital Stock, NBER
Working Paper No. 4668, 1994, page 7ff., and Jost, T,
Direct investment and Germany as a business location,
Discussion Paper 2/97, Economic Research Group of the
Deutsche Bundesbank, June 1997, page 31.

3 See Dunning, J. H., Multinational Enterprises and the
Global Economy, Wokingham etc. 1994, page 59.
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ing trend towards product differentiation
increasingly requires firms to become familiar
with local consumer preferences and to step
up their efforts in the fields of marketing, dis-
tribution and services.* In the sphere of indus-
trial demand, the increasing flexibility and
more efficient organisation of production (just-
in-time manufacturing) are obliging more and
more intermediate firms and suppliers to fol-
low major industrial enterprises as the latter
move abroad. Certain goods have to be wholly
or partly manufactured in the target country
on account of storage problems, transporta-
tion costs or local content regulations. In line
with their global production and marketing
strategy, many enterprises consider it crucial
1o establish a presence on the main markets
alongside their direct competitors. Finally, if the
domestic market is largely saturated, often the
only route to corporate expansion, under cer-
tain conditions, is moving to ancther country.

Market-related motives apparently play a major
role in the international investment decisions of
German enterprises, too. That is borne out by
numerous corporate surveys. For example, in a
broadly based poll of German firms conducted
by the ifo institute in the autumn of 1995,
two-thirds of the large-scale firms surveyed
stated that they had undertaken direct invest-
ment in the past in order to tap new markets,
while more than half of the enterprises men-
tioned the safeguarding of market share and
participation in the growth of foreign markets
as further principal motives behind their invest-
ment in other countries.

Furthermore, the parallel trends in German

direct investment abroad and German
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exports indicate that domestic enterprises
expand their involvement in other countries
principally for strategic sales reasons. The re-
gional distribution of the stock of German
direct investment abroad is, moreover, largely
identical to the regional pattern of German
exports. The close link between the trends in
exports and direct investment can be
explained by the fact that firms, especially in
the manufacturing sector, frequently undergo
a process of increasing internationalisation in
stages.® Put very simply, this evolves as fol-
lows. First the firms begin to export to other
countries; then they establish distribution, stor-
age and service facilities; some subsequently
grant licences to local suppliers; and finally —
once they have acquired sufficient experience
in the market in question - the firms set up
their own assembly and production sites,
which are initially largely dependent on the
domestic parent company but later are often

expanded and upgraded to form autono-

4 See Thomson, S. and Woolcock, S., Direct Investment
and European Integration — Competition among Firms
and Governments, London 1993, page 36ff.: “Just as
product differentiation leads to intra-industry trade, it
may also lead to foreign direct investment”.

5 See ifo Institut, Umfang und Bestimmungsgriinde ein-
fliessender und ausfliessender Direktinvestitionen ausge-
wdhiter Industrieldnder — Entwicklung und Perspektiven,
Gutachten im Auftrag des Bundesministeriums flr
Wirtschaft, Munich 1996. Similar conclusions are arrived
at by Beyfuss, J. and Kitterer, B. H.-)., Deutsche Direktin-
vestitionen im Ausland. Bestandsaufnahme und Ergeb-
nisse einer Unternehmensbefragung, —Beitrdge zur
Wirtschafts- und Sozialpolititk, Institut der deutschen
Wirtschaft, Cologne, No. 137, 1990; Beyfuss, J., Auslan-
dische Direktinvestitionen in Deutschland, Beitrdge zur
Wirtschafts- und Sozialpolitik, Institut der deutschen
Wirtschaft, No. 205; DIHT, Aussenhandel und Wettbe-
werbsfahigkeit, DIHT-Umfrage bei den deutschen Aus-
landshandelskammern, Bonn 1996; and Maisch, C.,
Beurteilungskriterien fur Auslandsinvestitionen deutscher
Unternehmen, Frankfurt 1996.

6 See United Nations Centre on Transnational Corpor-
ations, World Investment Report — Investment, Trade and
International Policy Arrangements, New York and Geneva
1996, page 75ff.
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Figures showing the importance of foreign direct investment of major

industrial countries

1990-5 in comparison with 1984-9

Direct investment (net) Direct investment in relation | Direct investment in relation

abroad to exports 1 to GDP

US$ billion % %
Country 1984-9 1990-5 1984-9 1990-5 1984-9 1990-5
France 52.5 101.8 49 55 11 1.3
Germany 56.9 138.1 3.2 4.6 1.0 1.2
Japan 192.6 262.2 13.0 11.0 1.5 1.1
United Kingdom 145.2 149.7 15.1 9.7 3.8 24
United States 126.5 3301 5.9 8.5 0.5 0.9

Sources: OECD, IMF, Deutsche Bundesbank. — 1 Exports
of goods and services.

Deutsche Bundesbank

mous foreign subsidiaries. If direct investment
follows the same pattern, the trend in exports
may be expected to provide a statistical ex-
planatory approach in respect of the develop-
ment of direct investment: higher exports to
a given country lead to an increase in the
level of direct investment in that country.

The close link that may be surmised between
German direct investment abroad and Ger-
man exports is confirmed by the results of an
econometric analysis of this question, which
are discussed in detail in the annex to this art-
icle. The findings suggest that, on average
over the past 20 years, an increase of 1% in
German exports of goods and services was
accompanied by a rise in German direct in-
vestment to other countries of just under
2 %, other things being equal.”

The market-related international expansion
of German enterprises received a fresh
impetus at the end of the eighties, in particu-
lar, from the European internal market pro-
gramme.8 At this time, a large number of Ger-

man firms attempted to improve their sales

7 A positive influence of exports on direct investment
was also found by various other studies. However, not
only do rising exports lead to higher direct investment,
but conversely, direct investment also affects foreign
trade. An overview of the literature on the link between
direct investment and foreign trade can be found in:
Cantwell, J., The Relationship between International
Trade and International Production, in: Greenaway, D.
and Winters, A. L. {(eds.), Surveys in International Trade,
Blackwell, Oxford, Cambridge, Mass. 1994; and in: WTO,
Annual Report, Volume |, Geneva 1996.

8 See Agarwal, J. P, European Integration and German
FDI: Implications for Domestic Investment and Central
European Economies, National Institute Economic
Review, No. 160, April 1997, pages 100-111; and Pain,
N. and Lansbury, M., Regional Economic Integration and
Foreign Direct Investment: The Case of German Invest-
ment in Europe, National Institute Economic Review,
No. 160, April 1997, pages 87-99.
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opportunities in the single European market
by merging with or acquiring enterprises in
EU partner countries. In addition, German
banks and insurance enterprises, in particular,
undertook substantial direct investment in
the neighbouring EU states on account of the
liberalisation of the European services sector.
On top of this, major restructuring and ration-
alisation moves in the manufacturing sector
triggered a wage of mergers and acquisitions
in Europe in which German investors, too,
were heavily involved. All this resulted in the
doubling of German direct investment in the
European partner countries during the pre-
paratory phase for the creation of the single
European market. Between 1988 and 1992
more than 60 % of German direct investment
was channelled into the (at that time 11) EU
partner states. The stimulating impact which
the internal market programme had on Ger-
man direct investment abroad is also revealed
in the individual econometric tests described
in the annex to this article. The inclusion of
an "internal market dummy”, \vhich is given
the value one in the preparatory phase for
the creation of the single European market
between 1988 and 1992, and the value zero
for the rest of the estimation period, points at
all events to a significant influence.

Besides sales motives, cost factors also play
an important role in the investment and loca-
tional decisions of multinational enterprises.
Relative increases in domestic costs can
prompt a firm to shift its production to a
lower-cost country. Several empirical studies
for various industrial countries have found
a significant influence of exchange rate-
adjusted changes in relative wage costs on
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international direct investment.? In the eco-
nomic policy debate about direct investment
and Germany’s relative attractiveness as a busi-
ness location, too, reference is repeatedly
made to the high cost burden of enterprises in
Germany. In particular, the worsening of inter-
national competitiveness brought about by the
relatively sharp rise in unit labour costs {calcu-
lated in a uniform currency) has caused some
German enterprises to shift part of their pro-
duction abroad in the past few years; at the
same time it has deterred foreign firms from
investing more heavily in Germany. In the
aforementioned surveys of German enter-
prises, at all events, a majority of the respond-
ents stated that, after market-related factors,
cost considerations play the second most im-
portant role in their direct investment decisions,
and that the significance they attach to such
considerations has increased in recent years.

The econometric studies presented in the
annex likewise showed a significant influence
of relative cost movements, and hence of price
competitiveness, on international direct invest-
ment. In contrast to the studies mentioned pre-
viously, these tests focused on the overall cost
of domestically generated value added, al-
though this is indeed largely determined by the
trend in wage costs. Specifically, the deflators
of total expenditure were used and, taking due
account of exchange rates, they were aggre-
gated with their respective foreign trade
weights to form an index. In terms of the

9 See, for example, Cushman, D. O., The Effect of Real
Wages and Labor Productivity on Foreign Direct Invest-
ment, Southern Economic Journal, 1987, pages 174-
185; and Culem, C., The Locational Determinants of
Direct Investment among Industrialised Countries, Euro-
pean Economic Review, Vol. 32, 1988, pages 885—904.

...Show a
significant
influence
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exchange rate, therefore, the study examined
the real external value of the Deutsche Mark
against the currencies of 18 industrial nations
on the basis of deflators for total expenditure.

The results show that German foreign invest-
ment depends - in addition to strategic sales
motives — to an important extent on the rela-
tive cost position. In purely mathematical
terms, a deterioration in price competitive-
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ness of 1% led, on average over the long
term, to an increase of 2% % in German
direct investment abroad. In phases of a
marked deterioration in Germany's price
competitiveness as a business location owing
to a relatively steep increase in costs (calcu-
lated in uniform currency) — such as the
period from 1992 to 1995 — cost consider-
ations thus prompted German firms increas-
ingly to shift their production abroad.

In addition to the cost aspects mentioned
previously, the high tax burden on firms in
Germany is also mentioned in the debate on
Germany’s standing as an industrial and in-
vestment location as a motive for the rising
level of German investment abroad — and the
lower level of investment in Germany by for-
eign firms. Differences in taxation ungues-
tionably play a major role in the locational
decisions of internationally operating enter-
prises. International tax comparisons are a
very complex matter, however, which usually
cannot be captured by simple indicators.
Hence, the mere comparison of nominal tax
rates, which are very high in Germany, con-
veys little information per se. It is at least
necessary to take into account as well the
depreciation rules, the possibilities to set up
untaxed provisions, the valuation rules and
options under tax law and whatever other ac-
counting leeway may be available. Further-
more, the profitability of an investment in an-
other country depends not only on the tax
system of the country in question but also on
the interaction of the respective tax systems
in the investor country and in the target
country, on the form of financing and on the
type of investment.

©9
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Foreign direct investment in Germany

DM billion

New invest- | New invest-

ment (net) ment (net)

according according

to the Ger- ;to foreign

man balance { balances of |Stock at
Year of payments {payments 1 year'send 2
1984 1.5 2.7 84.8
1985 1.6 3.6 90.9
1986 2.5 4.7 95.6
1987 33 4.2 102.3
1988 2.0 1.3 109.5
1989 133 197 154.7
1980 4.0 26.8 178.7
1991 6.8 261 199.8
1992 4.2 16.9 209.8
1993 3.2 134 224.0
1994 2.5 19.5 248.0
1995 17.2 44.0 271.0
1996 -4.9 . .

1 Data of 18 OECD countries (Australia, Austria, Bel-
gium, Denmark, Finland, France, ltaly, Japan, Nether-
lands, New Zealand (from 1991), Norway (from 1986),
Portugal (from 1989), Spain, Sweden, Switzerland (from
1993), Turkey (from 1989), United Kingdom, United
States). This group of countries accounts for around
95% of the stock of foreign direct investment in Ger-
many. — 2 Stock of primary foreign direct investment in
Germany. From 1989 extended statistical recording. Ow-
ing to the different valuation of equity capital, the
changes in the stocks are not directly comparable with
the new investment recorded in the balance of pay-
ments statistics.

Deutsche Bundesbank

It is therefore very difficult to quantify the
extent to which German direct investment
abroad was affected by tax considerations
during the period under review. The influence
of taxation on German direct investment
abroad was therefore not explicitly included
in our econometric analysis, as there is no
suitable indicator for mirroring the effective
tax burden on multinational enterprises in dif-
ferent countries in comparison with Germany
over time.'® But the impact of taxation on
direct investment is reflected indirectly, at
least partly, in the results presented. That may
occur, for example, because a high tax bur-
den and an inefficient system of corporate
taxation tend to dampen domestic economic
growth and in this way render foreign mar-
kets more attractive. Moreover, a growing tax
burden may lead to a worsening of the price
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competitiveness of a given location (as a re-
sult of relatively higher costs and prices) and
hence may affect direct investment, too. Both
situations tend to lead to rising direct invest-
ment in other countries and to falling invest-
ment by other countries in Germany.

It is likewise hard to quantify other locational
factors and their influence on firms’ inter-
national investment and thus to include them
in econometric analyses. Other locational fac-
tors include obstacles to investment which
may arise from administrative regulations and
statutory stipulations or from protracted and
cumbersome authorisation procedures. Tak-
ing a broader view, this heading also includes
general political resistance (e.g. to product
and process innovation) which may cause
domestic enterprises to invest more in other
countries and, conversely, may point to some
of the reasons for the reluctance of foreign
firms to undertake direct investment in Ger-

many.

10 One of the few comprehensive studies on the effect-
ive tax burden on profits stemming from international
direct investment undertaken by firms from industrial
countries, covering various forms of financing, was car-
ried out by the OECD in 1991. The data show a varie-
gated picture for Germany. It is extremely unattractive for
investors from all other countries to finance a subsidiary
in Germany through reinvested earnings owing to the
high tax rates on profits in this country by international
standards. This drawback is sharply reduced, however, if
the foreign parent company finances its subsidiary in Ger-
many through a participating interest, and actually turns
into an advantage if the German subsidiary is funded by
means of a shareholder’s loan owing to the deductibility
of interest paid on borrowed funds in determining the
tax base. See OECD, Taxing Profits in a Global Economy —
Domestic and International Issues, Paris 1991, pages
123-161.
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Direct investment exports and imports of selected industrial countries

Cumulative total during the period 1984-95

Direct investment exports Direct investment imports based on data of the ...
Rank Investor countries Us$ billion | ... target countries Us$ bitlion }... investor countries US$ billion
1 United States 456.6 ; United States 513.8 | United Kingdom 232.6
2 Japan 455.0 {United Kingdom 186.7 | United States 219.9
3 United Kingdom 294.8 {France 103.6 {Japan 152.3
4 Germany 195.0 {Spain 92.6 | Netherlands 149.7
5 France 154.2 | Belgium/Luxembourg 73.7 {Germany 118.9
6 Netherlands 117.2 {Canada 66.8 | France 117.4
7 Switzerland 77.0 | Netherlands 63.4 | Switzerland 86.3
8 Sweden 72.7 | Australia 55.3 | Belgium/Luxembourg 58.8
9 Canada 61.4 [ltaly 39.1 |Canada 38.7
10 italy 54.5 | Sweden 38.9 | Sweden 319
11 Belgium/Luxembourg 53.2 | Germany 36.9 jltaly 28.6
12 Australia 33.6 tJapan 29.1 i Australia 26.4

Source: OECD.

Deutsche Bundesbank

Foreign direct investment in Germany

Discrepancies in
the data on
foreign direct
investment in
Germany

In contrast to the data on German direct in-
vestment abroad, the various sources avail-
able on the trend in foreign corporate invest-
ment in Germany paint a rather contradictory
picture. For many years now the German
balance of payments has shown a very low
level of foreign direct investment in Germany.
The sole exceptions were in 1989 and 1995,
when capital inflows exceeded DM 10 billion
on account of some large-scale transactions.
Over the entire period from 1984 to 1996,
the cumulative total of direct investment
imports recorded in the German balance of
payments came to less than DM 60 billion.
These small inflows indicated by the German
balance of payments statistics contrast sharp-
ly, however, with the figures on the changes

in the stocks of foreign participations in Ger-
many. The latter suggest that foreign corpor-
ate assets in Germany, in the form of primary
capital interests and intra-group loans
granted from abroad, rose by around DM
190 billion between the end of 1983 and the
end of 1995.1 This increase roughly corres-
ponds to the cumulative direct investment
exports to Germany recorded in the foreign
balance of payments of the OECD coun-

tries. 13

11 See Deutsche Bundesbank, Problems of international
comparisons of direct investment flows, Monthly Report,
May 1997, pages 77-83.

12 Part of this rise (DM 27 billion) can be explained by
the extended statistical recording of direct investment in
the stock statistics since 1989.

13 The direct investment data are taken from the OECD
database for the International Direct Investment Statistics
Yearbook (position: June 1997). They were converted
into Deutsche Mark using average annual exchange
rates.
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Hence, according to the data of the investor
countries, Germany's position as a recipient
country of international direct investment ap-
pears in a much more favourable light over a
longer period than according to the custom-
ary ”crosS-country rankings” based on
national balance of payments data. W, for
instance, the direct investment inflows into
Germany are compared with the direct invest-
ment imports of France and the United
Kingdom (Germany's “immediate” rivals for
inbound corporate capital), those two coun-
tries — according to their respective national
balance of payments data — were able to at-
tract almost three times and five times as
much foreign capital, respectively, as Ger-
many in the period from 1984 to 1995. But if
the data on the investor countries’ capital
exports are taken as a gauge, Germany’s
inflows, at US$ 119 billion, were actually a lit-
tle higher than those of France (US$ 117 bil-
lion). The United Kingdom, with inflows of
US$ 233 billion, again turns out to be the
most attractive target countrv for foreign
direct investment in Europe. However, the
gap between the UK and Germany is much
smaller than in a comparison based on the

national balance of payments data.

The difference between the figures recorded
in the foreign balance of payments statistics
and those of the German balance of pay-
ments statistics widened dramatically from
1989 on. According to the data of the invest-
or countries, foreign corporate investment in
Germany initially continued to expand sharply
in 1990, too, and remained at this high level
in 1991. in the two subsequent years, when
Germany experienced a marked downturn,
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and its economy went through a radical
restructuring process and lost ground in
terms of price competitiveness, foreign cor-
porate involvement in Germany decreased
noticeably, however. The overall portion of
direct investment from the OECD area that
was channelled into Germany between 1984
and 1994 fluctuated between 2% and 10 %.
Over the period as a whole it averaged 4 2 %;
that is distinctly less than the share of German
foreign investment in the overall direct invest-
ment exports of the OECD countries (9 %).

The trend in Germany's share of the direct
investment of the industrial countries can be
explained fairly well, just like the trend in
German direct investment abroad, by market-
related and cost-related determinants. A cross-
country time series analysis of the determin-
ants of direct investment of the OECD coun-
tries in Germany (see Annex) showed a signifi-
cantly positive effect of relative market growth
in Germany on the respective investment of
these countries. In phases during which the
German economy grew fairly strongly, the
level of direct investment of other countries in
Germany vis-a-vis other target countries rose.
By contrast, the impact of Germany’s relative
cost position on the foreign direct investment
in Germany is negative, as was to be expected;
in other words, the relative investment of the
OECD countries in Germany decreased during
phases in which Germany’s price competitive-
ness worsened.

The rather weak development of foreign direct
investment in Germany overall is in some ways
surprising, not least in the context of German
unification and the process of economic re-

Market and
cost-related
motives of
foreign
investors

Relatively small
inflows of
foreign direct
investment into
eastern
Germany
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construction in eastern Germany. At any rate,
according to all the statistical sources, the
widely expected massive inflow of foreign cor-
porate investment has largely failed to materi-
alise. Even the somewhat higher inflows at the
end of the eighties and the beginning of the
nineties, which are evident from the foreign
balance of payments data, are fairly modest
compared with the high level of investment
from western Germany and should more
properly be seen instead in conjunction
with the general cyclical recovery and the
unification-induced boom in demand. 4

Besides the trend in price competitiveness,
however, other factors, too, probably contrib-
uted in the past few years to dampening
foreign corporate involvement in Germany
which, notwithstanding a noticeable rise in
the nineties, has remained below initial ex-
pectations. One such factor often mentioned
is the high degree of regulation in Germany,
especially in the services sector. Critics also
point to protracted and bureaucratic author-
isation procedures and strict environmental
protection requirements, the extensive powers
of co-determination granted to employee
representatives and inflexible and short work-
ing times. In the past two years the Federal
Government has gone some way towards ad-
dressing these problems with a series of legis-
lative measures and has improved Germany’s
locational attractiveness by eliminating vari-
ous administrative and regulatory obstacles.

Another locational disadvantage of Germany
hindering the inflow of foreign corporate
capital is probably the specific structure of
the enterprises and their financing. In making
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Foreign direct investment,
relative economic growth
and real external value

lin. scale

15 Share of the direct investment of
14 OECD countries accounted for
by Germany!

1984=100, log. scale
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1 Australia, Austria, Belgium, Denmark, Fin-
land, France, ltaly, Japan, Netherlands,
Norway, Spain, Sweden, United Kingdom,
United States. — 2 A rise in the curve
means that real GDP in Germany is growing
faster than the OECD average. —
3 Weighted real external value of the
Deutsche Mark, based on the deflators of
total expenditure, against the currencies of
18 industrial countries. A rise in the curve
denotes a real appreciation of the Deutsche
Mark.

Deutsche Bundesbank

their international investment decisions,
multinational enterprises must first decide
whether to set up a branch of their own in
the potential target region or instead to ac-
quire a participating interest in an existing

foreign firm. In many cases it is more cost-

14 According to the figures of the German stock statis-
tics, the primary and secondary holdings of foreign firms
in the five new Lander (including Berlin) reached DM
17 billion at the end of 1995.
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effective and quicker to acquire a participat-
ing interest or to completely take over a for-
eign firm than to set up a new plant. For that
reason, an estimated four-fifths of new direct
investment worldwide goes into mergers with
and acquisitions of existing enterprises. 15

However, the acquisition of participating
interests in Germany is often more difficult
than in other industrial countries, especially in
the Anglo-Saxon states, if only because of the
size structure of the enterprise sector and of
the high share of smaller and medium-sized
firms compared with major partner countries
and the associated organisational and legal
forms of the enterprises. At the end of 1995
only 678 domestic firms in Germany were
publicly listed, compared with 1,971 enter-
prises in the United Kingdom. Although, in
absolute terms, the German equity market is
the fourth largest in the world - albeit far be-
hind the United States, Japan and the United
Kingdom —, market capitalisation in Germany
is comparatively small in relation to the coun-
try’s economic strength.'® Moreover, in Ger-
many the possession of shares is concentrated
fairly strongly on the domestic enterprise sec-
tor itself, which constitutes a barrier to the ac-
quisition of a major shareholding and to "hos-
tile takeovers” from outside,' as relatively
large capital interests of frequently more than
50 % are usually preferred in order to exert

effective influence over business activity. 8

It is therefore likely to be difficult and expen-
sive for foreigners to “buy their \vay into” the
broad stratum of medium-sized enterprises in
Germany, which have often remained in the
hands of a single family for decades and are
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run as sote proprietorships, partnerships or
unlisted corporations. Furthermore, Ger-
many experienced nothing like the level of
privatisations via the stock exchange in the
past ten years — with associated good “open-
ings” for foreign investors — reached by cer-
tain European neighbouring states, in which
the amount of publicly owned enterprises
had in some cases been significantly higher
than in Germany.?° Although substantial pri-
vatisation measures were carried out in eastern
Germany by the Treuhand agency (outside the
stock market) following reunification, the in-
volvement of foreign investors was very small.

Summary and conclusions for Germany as
a business location

The trend in international direct investment is
playing a significant role in the debate in Ger-
many on the country’s locational qualities and
problems. But when it comes to assessing the

15 See Sherman, H. C., Globalisierung: Transnationale
Unternehmen auf dem Vormarsch, ifo Schnelldienst,
No. 23, 1996, page 10.

16 See Deutsche Bundesbank, Shares as financing and in-
vestment instruments, Monthly Report, January 1997,
page 27.

17 See Edwards, J. and Fischer, K.: Banks, Finance and In-
vestment in Germany, Cambridge 1994, page 190ff.

18 Of the foreign holdings in Germany at the end of
1994, almost 70 % were accounted for by wholly owned
subsidiaries (8,540 of a total of 11,581 enterprises).

19 See Klodt, H. and Maurer, R., Internationale Direkt-
investitionen. Determinanten und Konsequenzen fir den
Standort  Deutschland,  Kieler  Diskussionsbeitrage,
No. 284, November 1996, page 27f.

20 Between 1985 and 1995, for instance, nationally
owned firms in the United Kingdom and France were pri-
vatised via the stock market to the volume of US$ 85 bil-
lion and US$ 34 billion, respectively, as against only
US$ 2'2 billion in Germany. Foreign investors have
played a major role in most of the privatisations in Eur-
ope. Around 43% of the institutional demand in the
case of international stock placement came from foreign
purchasers. See Morgan Stanley, Privatisation: The
Second Tranche, 1996, page 5.

Informative
value of direct
investment
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Deterioration of
Germany’s
direct
investment
account in
recent years

quality of Germany as a business location on
the basis of the trend in inbound and out-
bound direct investment and to comparing it
with other business locations, a highly differ-
entiated approach must be taken. Firstly, one
must remember that the data on direct in-
vestment, especially the flow data of the bal-
ance of payments (which are often the focus
of attention by virtue of being more up-to-
date), provide only very limited information
on real cross-border economic activities. Sec-
ondly, an increase in direct investment may be
due to widely disparate motives. The estab-
lishment of a new production site abroad in
order to lower wage costs, the extension of
the sales network to boost exports, or the
takeover of a foreign enterprise in order to
eliminate a rival, merit different assessments
from the point of view of location policy.

The divergent recording methods from one
country to another mean that, in Germany’s
case, the direct investment inflows from
abroad recorded in the German balance of
payments have understated foreign firms’
involvement in Germany over a fairly long
period in comparison with other countries.

Even if the German direct investment account,
based on the balance of payments figures of
the investor countries, matches that of most
other industrial countries in a longer-term per-
spective, it has clearly deteriorated in recent
years, although actually it might have been
expected to improve in the wake of German
unification and the process of economic
reconstruction in eastern Germany. Whereas
in the second half of the eighties and in the
early nineties net capital exports through direct
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investment amounted to roughly 2% to % %
of GDP, they have subsequently more or less
doubled. The growing level of outbound direct
investment and the lower volume of inbound
investment funds have numerous causes. The
studies presented here have shown that Ger-
man direct investment abroad, as well as for-
eign investment in Germany, are undertaken
both for strategic sales reasons and on the
basis of cost-related considerations.

The striking rise in the deficit in the German

direct investment account cannot be
explained entirely by these longer-term pat-
terns of behaviour, however. According to
information provided by the enterprise sector
itself, cost factors, as well as other locational
considerations that are difficult to quantify,
have indeed gained significance in recent
years. In a broader sense, these locational
considerations include the high government
burdens in the form of taxes and social secur-
ity contributions. The complex web of regula-
tions and the manifold rigidities and inflexibil-
ities on the labour market have proved to be
additional obstacles. A number of reforms
and individual measures have been initiated
in recent years in order to counteract these
negative phenomena. Wage policy makers,
too, have adjusted to today’s requirements
with more moderate pay settlements and by
making encouraging initial efforts towards
more flexible labour market regulations. But
further endeavours are necessary in all the
aforementioned areas to correct the errors of
the past and to enable Germany to partici-
pate successfully in the locational competi-
tion among the highly developed industrial

nations.
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Annex

Prefiminary
theoretical
considerations

Estimation
equation

Econometric analysis

Explanation of German direct investment
abroad with the aid of an error correction

model

First, the development of German direct invest-
ment abroad is to be explained with the help of an
error correction model. Such a model is particulariy
well-suited to testing the long-run relationship
expected according to theoretical considerations
between German direct investment and exports,
on the one hand, and the price competitiveness of
Germany as a business location, on the other, and
also to providing statements about the short-run
adjustment dynamics to the longer-term equilib-

rium.

In the approach used here, German direct invest-
ment abroad is explained on the basis of the trends
in German exports (exports of goods and services)
and in the real external value of the Deutsche Mark
as an indicator of Germany’s price competitiveness.
An “internal market dummy” is aiso included in
the estimation equation. The reason for including it
is to test whether German direct investment abroad
has been additionally stimulated by the establish-

ment of the single European market.

The (logarithmic) estimation function for German

direct investment abroad is:

(MWdi=zopg+oy-ex+oy - q+oz-md+v,

(>0 (> 0) (>0
where the indicators in brackets beneath the vari-

ables give the expected signs for the coefficients

according to theoretical considerations.
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ADF tests for non-stationarity for
direct investment, exports and
the real external value of the
Deutsche Mark !

1st quarter of 1975 to the 1st quarter of 1997

Specifi-
Variable cation 2 Lag t-value
Levei
di CT 4 - 276
ex T 4 - 199
q C 1 - 2.01
First difference
Adi N 0 -14.42
Aex N 0] - 8.90
Ag N 0 - 6.51

1 Comparison of the t-values with the critical values of
}.G. MacKinnon, Critical Values for Cointegration Tests,
in: R.F. Engle and C.W.J. Granger (eds): Long-Run Eco-
nomic Relationships, Oxford 1991. — 2 C=constant,
T =trend, N = no constant and no deterministic trend.

Deutsche Bundesbank

di = German direct investment abroad

ex = German exports of goods and services

a = Weighted real external value of the
Deutsche Mark

md = Internal market dummy

v = Error term

The direct investment equation is estimated using
a one-step error correction model according to

Stock in first differences: 21

(2) Adi =6 - Aex + By - A+ B - [diy — (B + Pa - x4
+PBs g1 +Be - md_y)]

In addition, the t-statistics are calculated for the

long-run coefficients using the Bewley transform-

21 Stock, 1. H., Asymptotic Properties of Least Square
Estimators of Cointegrating Vectors, in: Econometrica,
Vol. 55, 1987, page 1035ff.

Estimation
method
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ation, as the usual tests for significance cannot be
applied to the conventional t-values of the Stock
method owing to the non-stationarity of the

regressors. 22

The observation period on which the estimations
are based stretches from the first quarter of 1975
to the first quarter of 1997. The estimation uses
logarithmic, seasonally adjusted quarterly data on
German direct investment abroad and German
exports of goods and services taken from the bal-
ance of payments statistics. The real external value
of the Deutsche Mark against the currencies of 18
industrial countries based on total expenditure
prices is taken as the measure of Germany’s price
competitiveness. 2 The internal market dummy has
the value one from the first quarter of 1988 to the
fourth quarter of 1992, i.e. during the "prepara-
tory phase” of the creation of the single European
market, and zero during the rest of the estimation
period. As can be seen from the table on page 76,
all the variables used in the estimation are inte-
grated of order 1 (significance level < 5%), i.e.
they are difference-stationary. Thus the basic pre-
condition for applying the procedure used here is

met.

The estimation results for German direct invest-
ment abroad are given in the adjacent table. The
coefficient of the error correction term is negative
and significant at the 1% level, which means that
the coefficients of the cointegration relationship
come to bear in the long run. In the long-term per-
spective, an increase of 1% in German exports,
other things being egqual, is connected with a rise
in direct investment abroad of just under 2 %. The
impact emanating from exports is reinforced by a
deterioration in Germany's price competitiveness
in relation to the rest of the world. All other things

being equal, a real appreciation of the Deutsche
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German direct investment abroad

as a function of German exports and
the real external value of the
Deutsche Mark

1st quarter of 1975 to the 1st quarter of 1997

Explanatory variable Coefficient it-value

Long-run relationship

Constant -25.271 - 7.30
Exports 1.83 15.67
Real external value of the

Deutsche Mark 2.56 4.02
Internal market dummy 0.26 2.58

Short-run dynamics

Exports ERR 3.26

Error correction term - 0.80 - 7.35
Statistics

Corr. R? 0.39

DW 2.00

Deutsche Bundesbank

Mark of 1% leads to an increase in German out-
bound direct investment of 22 % on a long-term

average.

As presumed, the internal market dummy also
turns out to be significant. German enterprises

stepped up their direct investment in Europe ap-

22 Scharnagl, M., Monetary aggregates with special
reference to structural changes in the financial markets,
Discussion paper 2/96, Economic Research Group of the
Deutsche Bundesbank, March 1996, page 18; West, K.
D., Asymptotic Normality, When Regressors Have a Unit
Root, in: Econometrica, vol. 56, 1988, page 1397 ff.

23 For the information content of the real external value
of the Deutsche Mark as an indicator of Germany's inter-
national competitiveness, see Deutsche Bundesbank,
Real exchange rates as an indicator of international com-
petitiveness, Monthly Report, May 1894, pages 45-57.
Further details of the method used for calculating the
nominal and real external value of the Deutsche Mark
against the currencies of 18 industrial countries can be
found in: Deutsche Bundesbank, Revision of the method
used for calculating the external value of the Deutsche
Mark and foreign currencies, Monthly Report, April
1989, pages 43-52.
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preciably in the preparatory phase for the Euro-
pean single market at the end of the eighties and
the beginning of the nineties.2* The short-run
dynamics are explained, besides the error correc-
tion term, by export growth, whereas changes in
the real external value do not lead to any signifi-
cant reactions of direct investment in the short
term. The high value of the coefficient of the error
correction term (- 0.80) indicates a rapid adjust-

ment process.

The results of the tests thus support the hypothesis
of a close long-run relationship between German
direct investment abroad and German exports. In
addition, it was demonstrated that a deterioration
in Germany's price competitiveness — measured in
terms of the real external value of the Deutsche
Mark — leads to an additional shift abroad of the
activities of German enterprises. But the relatively
low determination coefficient also indicates that,
besides these two factors, other determinants
which are difficult to quantify, and which were
analysed in the article on page 691 may likewise
exert an influence on foreign direc: nvestment in

Germany.

Explanation of foreign direct investment in
Germany with the aid of a cross-country time

series analysis

Following the determinants of German direct in-
vestment abroad, the determinants of foreign
direct investment in Germany are now to be
tested. The extent to which foreign direct invest-
ment in Germany is a function of sales-related and
cost-related factors is examined in parallel with the
first estimation. In view of the statistical problems
of comparing the relative attractiveness of a loca-
tion for inbound direct investment, as mentioned

on page 70f., this estimation is based on the data
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of the investor countries. 2 However, for a sizeable
group of countries, foreign balance of payments
data on direct investment in Germany are only
available as annual data from the early eighties.
But sufficient observations for a meaningful esti-
mation can be obtained if a combined time series
and cross-country analysis is made for those coun-
tries which provide regional data on their direct in-
vestment in Germany. Such data are available for
14 OECD countries for the period from 1984 to
1994.28 In the period under review, these 14 coun-
tries accounted for 95 % of the direct investment
abroad of the OECD countries (excluding Ger-
many), and they represent just over four-fifths of
foreign investment in Germany. Of the major in-
vestor countries, only Switzerland has not been
included, as regional data on Swiss direct invest-

ment abroad are only available from 1993.

Two hypotheses, in particular, are to be tested by
this method. Firstly, we wish to ascertain whether
market growth in Germany, compared with its
major potential “rivals” for foreign capital, has a
significant bearing on the relative share of foreign
direct investment in Germany. The theoretical con-
siderations would lead us to suppose that direct
investment in Germany increases relative to direct
investment in other industrial countries whenever

the German market grows more rapidly than the

24 The internal market dummy possibly also partly cap-
tures the effects of German unification and the change in
the statistical method of recording foreign trade (from
the beginning of 1993). Two additional dummies
included for these structural breaks turned out to be
non-significant in the estimation.

25 See Deutsche Bundesbank, Problems of international
comparisons of direct investment flows: Monthly Report,
May 1997, page 77ff. and Jost, T, Direct investment and
Germany as a business location, Discussion paper 2/97,
Economic Research Group of the Deutsche Bundesbank,
June 1997, page 351f.

26 Specifically, the data relate to the following industrial
countries: Australia, Austria, Belgium, Denmark, Finland,
France, ltaly, Japan, Netherlands, Norway, Spain, Sweden,
the United Kingdom and the United States.
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markets of its potential competitors. In that case,
foreign enterprises would have an incentive to
invest more heavily in Germany so as to participate
directly in the higher market growth by manufac-
turing and selling their products “locally”. It is to
be expected, moreover, that the direct investment
accompanying exports to Germany will increase if
Germany imports more goods and services on

account of its higher economic growth.

Secondly, this simple estimate is used to test what
effect a change in Germany’s price competitiveness
has on the flow of direct investment into Germany.
Theoretically, a deterioration of Germany's price
competitiveness (measured as a real appreciation
of the Deutsche Mark against the currencies of
Germany's major competitors on the world mar-
ket) should lead to a relative decline in foreign
direct investment in Germany, because in that case
it is more advantageous for foreign enterprises to
serve the German market as well as third markets

by exporting goods from abroad.

The following approach was therefore chosen for

the estimation:

(3)digi=ogi+ 0 -y + 0o - g+ D
>0 (<0

digi = Share of direct investment of country i in
Germany in the total direct investment of
14 QECD countries (in per cent)?’

y = Real gross domestic product (GDP) of Ger-
many relative to the real GDP of the OECD
countries (excluding Germany)

q = Weighted real external value of the
Deutsche Mark

¥, = Errorterm
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Thus, for each of the 14 OECD countries (i =1, 2,
..., 14) an equation is estimated with a country-
specific constant (o2 expressing different level
effects across countries, whereas the income and
cost elasticities (or; and ay) are assumed to be

identical for all countries.

The percentage share of the (annual) direct invest-
ment of country i in Germany in the total direct in-
vestment of the 14 OECD countries in each re-
spective year (dig;) was determined on the basis
of the data of the investor countries in question.
The relationship between real German GDP and
the real GDP of the CECD countries (excluding
Germany) y; was calculated from the correspond-
ing growth rates as an index series (with 1984 =

100).2° The variable g; was again measured by the

27 The direct investment of country i in Germany was
related to the total foreign direct investment of the 14
OECD countries and not to the total direct investment of
country i because the balance of the outward direct in-
vestment of some countries is negative in certain years
and therefore no meaningful relation can be formed. In
addition, the share of direct investment in Germany of in-
dividual small countries is subject to major fluctuations
that are difficult to interpret economically owing to some
large-scale transactions, and these fluctuations are lev-
elled somewhat by the approach chosen here. Since the
direct investment of the countries analysed also shows
negative values in certain years, i.e. direct investment in
Germany dating from previous years was run down on
balance, the variables cannot be expressed as logarithms.
A similar estimation approach for the direct investment
of the OECD countries in the east European countries in
transition can be found in Lansbury, M., Pain, N. and
Smidkova, K., Foreign Direct Investment in Central Eur-
ope since 1990: An Econometric Study, National Institute
Economic Review, May 1996, pages 104-114.

28 For the estimation problems involved in using com-
bined time series and cross-country data see, for ex-
ample, Judge, G. G., Hill, R. C, Griffiths, W. E., Litkepohl,
H. and Lee, T. C.: Introduction to the Theory and Practice
of Econometrics, New York etc. 1982. One difficulty in
the estimation is that direct investment and real GDP are
not stationary variables. To mitigate this problem, the
two variables were defined not in absolute but in relative
terms. Nevertheless, the estimation results must be inter-
preted with caution.

29 The growth rates of real GDP for Germany relate to
western Germany up to 1991 and to Germany as a
whole from 1992.
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Foreign direct investment in Germany *
as a function of Germany’s relative
market growth and the real external
value of the Deutsche Mark

Combined cross-country and time series analysis
Estimation period: 1987-94, 112 observations,
96 degrees of freedom

Explanatory variable Coefficient  t-value

Germany'’s relative market
growth 0.028 4.27

Real external value of the

Deutsche Mark -0.019 -2.80
Statistics

Corr. R? 0.66

Dw 1.52

* Direct investment of 14 OECD countries in Germany
as a proportion of these countries’ total foreign direct
investment.

Deutsche Bundesbank

real external value of the Deutsche Mark based on

the deflators for total expenditure.

The estimation explains the trend :n the relative
share of foreign direct investment in Germany
remarkably well if it is rememberec that even the
annual figures for the direct investment of the
smaller OECD countries in Germany are subject to
considerable fluctuations due to large-scale trans-
actions. The results show that the direct invest-
ment of the OECD countries in Germany during
the period under review showed a positive corres-
pondence with the development of real GDP in
Germany compared with the OECD average, and a
negative correspondence with the real external

value of the Deutsche Mark.

Initially, however, the influence of the real external

value of the Deutsche Mark proved to be non-
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significant. This is probably attributable to the
extreme depreciation of the US dollar in the mid-
eighties which constituted a counterswing, as it
were, to the trend at the beginning of the eighties,
and was thus regarded by market participants
more as a return to normal and not necessarily
entirely as a lasting change in the price competi-
tiveness of the German economy. Thus, if the esti-
mation period is shortened so as to exclude these
extreme fluctuations in the exchange rate (from
1987), a quite significant impact of price competi-
tiveness on foreign direct investment in Germany is

revealed.

The results are summarised in the adjacent table.
They indicate that, all other things being equal, the
direct investment in Germany of the OECD coun-
tries included in the study increases by 0.028 per-
centage points in relation to the overall direct in-
vestment of all 14 OECD countries if the German
economy grows by 1 percentage point more than
those of its potential “competitors”. At first sight
this does not appear to be very much. Aggregated
across all 14 investor countries, however, this adds
up to an increase in direct investment in Germany
of around US$ 1 billion, given a total amount of
outbound direct investment of the OECD countries
of approximately US$ 300 billion. Conversely, the
direct investment of the individual OECD countries
in Germany falls by 0.019 percentage points in
relation to the total direct investment of this group
of countries if the real external value of the

Deutsche Mark rises by 1 percentage point.

The estimation approach chosen here provides a
fairly good fit for the trend in the direct investment
of the OECD countries in Germany over a relatively
long period, although even the estimation of other
countries’ direct investment in Germany, with a

determination coefficient of just short of 0.7,

Evaluation



points to the importance of other determinants

which were not explicitly considered here.

There were no indications of a structural break.
That is surprising, as, at least in the nineties in con-

junction with German unification, a marked diver-
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gence from the pattern of development seen in
the eighties might have been expected. To that
extent, the estimation result is in harmony with the
impression that the level of foreign direct invest-
ment in eastern Germany has fallen well short of

the original expectations (see above page 721.).
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The correlation between economic
growth and tax revenue trends in Ger-
many has become less rigid in the past
few years. Despite continual tax in-
creases until 1995 (tax relief did not
come until 1996), the tax ratio has
been tending to decline. Firstly, this
was due to the partially delayed effects
of the economic recovery, which set in
after 1993, on revenue trends. Sec-
ondly, the substantial use of special
tax concessions and opportunities to
achieve the most favourable tax results
caused an erosion of the tax base,
which, on top of the cyclically-induced
reductions after 1995, led to surpris-
ingly large shortfalls in government
receipts. This structural tax weakness,
which is continuing in the current year,
could be counteracted by a tax reform
which with lower tax rates and fewer
exemptions would reduce the attract-
iveness of tax avoidance strategies - in-
cluding recourse to foreign finance
centres — or restrict their use and which
would therefore permanently improve
the allocation of the factors of produc-
tion at the same time.

Basic trends

In the past few years the budgetary situation
of the central, regional and local authorities
has been marked by a perceptible decrease in

receipts, resulting from the unfavourable

trends in tax revenue. Whereas tax receipts
had grown significantly during the first two
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Overali tax ratio
and government levy ratio

Overall tax ratio

Average 1\97&9

23 Average 1980-9

2 ° %

1980 85 90 1996
1 Tax revenue as a percentage of the nom-
inal gross domestic product. — 2 Tax rev-
enue and receipts of social security contri-
butions as a percentage of the nominal
gross domestic product. — x From 1991 on-
wards, the figures refer to the whole of
Germany. — o Slightly more than %2 per-
centage point of the decline in 1996 was
attributable to the conversion in booking
child benefit.

Deutsche Bundesbank

years after German unification, owing to the
initial economic boom that unification set in
motion and the tax increases that were
necessary to finance the process of unifica-
tion,! they grew only moderately during the
period from 1993 to 1996, with distinct dif-
ferences from year to year. Total tax receipts
have grown by an average of only 2% %
during the past four years; even if the conver-
sion of child benefit to a tax-reducing factor
at the beginning of 1996 is excluded,? tax
receipts have increased by no more than
approximately 3 % per year.

Consequently, the rise in tax receipts has no
longer kept pace with developments in the
underlying macroeconomic base either; be-
tween 1993 and 1996, nomina! gross domes-
tic product grew by an average of just over
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3% %. What is more, the overall tax ratio -
the relationship between tax receipts and
nominal GDP — declined successively whereas
it had increased sharply in the first two years
after unification. After adjustment for the
conversion of child benefit, it was still 23.2 %
(as defined in the financial statistics) in 1996
and thus just over /2 percentage point lower
than in 1992.2 This reduction in the tax ratio
is only partially attributable to last year’s eas-
ing of the tax burden, especially as increasing
taxes had prevailed over tax relief measures
1995. This

remarkable trend reflected several factors —

for budgetary reasons until
10 be discussed below — which impaired the
improvement in the revenue trends actually
expected in view of the economic recovery
after 1993.

In contrast to the tax ratio, the share of social
security contributions in GDP has continued
to increase during the past four years. In
1996 the ratio of social security contributions
(as defined in the financial statistics) reached
18.7 % and thus was 1% percentage points

1 For further details see Deutsche Bundesbank, Trends in
tax revenue since 1990, Monthly Report, March 1993,
page 17 ff.

2 Here the trends in tax revenue are merely adjusted for
the reductions in the public authorities’ balance-sheet to-
tals resulting from transferring child benefit from the ex-
penditure side to the revenue side; at around DM 20 bil-
lion, the effect of this transfer is the same as in the case
of the former child benefit payments. The improvements
in the family allowance system made since 1996 are
treated as a reduction in the tax burden.

3 If the definition used in the national accounts is applied,
the reduction in the tax ratio, at ¥ percentage point, was
even more distinct because in 1996 the “coal penny”,
which had been included in the taxes in this classification,
was abolished. Furthermore, the tax ratios determined on
the basis of the national accounts are generally slightly
higher than those determined on the basis of the tax rev-
enue statistics, especially as they contain various tax-like
public levies and as some tax concessions here are
entered as gross amounts; last year the difference was
0.6 percentage point.

... despite even
greater tax
burden



higher than in 1992, pusﬁing up ancillary
labour costs even further and perceptibly
increasing the cost of employing labour. This
increase reflected the rise in the contributions
to the statutory health insurance and pension
schemes as well as the introduction of the
obligatory nursing care insurance scheme in
1995. As a consequence of higher social se-
curity contributions, the total ratio of levies in
Germany continued to grow, in spite of a
decrease in the tax ratio; at almost 42 % of
GDP (as defined in the financial statistics and
adjusted for the conversion of child benefit),
it exceeded the level of 1992 by slightly less
than 1 percentage point in 1996. The burden
of taxes and social security contributions in
Germany continues to be among the highest
by international standards, too (see the adja-
cent table); although it is only slightly above
the EU average, it is the second-highest (after
France) among the seven major western
industrial countries.

Further tax increases in conjunction with
selective tax relief until 1995

Conflicting
requirements

Taxation policy has been characterised by
conflicting requirements during the past four
years. On the one hand, it has continued to
serve budgetary policy purposes, owing to
the considerable financial burdens associated
with unification. On the other hand, a consid-
erable need for tax relief measures has built
up. This has been due to conditions imposed
by the Federal Constitutional Court and to
macroeconomic requirements resulting from
the deteriorating employment situation and
the ever increasing international competition
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Burden of taxes and other government
levies on an international comparison

in 1996

Government levy | Percentage of total

ratio 1 tax revenue

of which {Direct Indirect

Country Total Tax ratio [taxes taxes
Sweden 54.2 38.1 58.8 41.2
Denmark 52.8 49.7 62.7 37.3
Belgium 46.4 311 58.5 415
France 46.3 24.9 39.6 60.4
Austria 45.5 29.9 50.2 49.8
Netherlands 44.8 26.6 49.9 50.1
Federal
Republic of
Germany 42.9 231 44.5 55.5
Italy 42.9 27.4 55.5 44.5
Switzerland 411 224 67.3 32.7
Portugal 39.1 25.7 40.9 59.1
Canada 36.3 31.0 56.6 43.4
Spain 35.5 21.7 535 46.5
United
Kingdom 339 277 45.6 54.4
United
States 31.8 227 64.0 36.0
Australia 315 31.5 56.3 43.7
Japan 28.6 18.2 55.9 44.1

Source: OECD. — 1 Taxes and social security contribu-
tions as a percentage of GDP. The figures in this table
are based on the national accounts, in which - in con-
trast to the revenue data used elsewhere in this article -
the tax revenue is shown before deduction of certain
concessions (such as investment grants) and wage tax
revenue is shown with a time-lag of one month. Hence
the ratios and percentages for Germany given in this
table differ to some extent from those of the financial

statistics.
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in tax levels. This conflict of objectives was
solved to a certain extent in the peried from
1993 to 1995 by combinirg further tax

increases with selective tax reliet.

In 1993 this taxation policy stance became
particularly evident in the fact that, on the
one hand, trade and wealth tax concessions
to enterprises came into effect while, on the
other, the standard rate of value-added tax
was raised by 1 percentage point (to 15 %).
Furthermore, two new provisions had to be
introduced following decisions by the Federal
Constitutional Court. In line with these, the
tax on interest income was introduced. This
constituted a deduction at source from inter-
est credited or disbursed in Germany to tax-
payers resident in Germany. The aim was to
ensure that the tax treatment of such income
was more consistent. In addition, in anticipa-
tion of a subsequent and more comprehen-
sive ruling, the minimum subsiszence level for
people in the lower income brackets was
exempted from tax by a provisional solution
outside the agreed pay scales. Cn the whole,
tax increases predominated in 1993. They
were counterbalanced, however, by the aboli-
tion of the solidarity surcharge in mid-1992,

which had been in force for only one year.

The changes in tax legislation occurred during
a period which was characterised by a reces-
sion in the west German economy following
the earlier “unification boom"”. This boom
with its dislocations — particularly in the form
of sharp wage increases — had already borne
the seed for the subsequent crisis. As a result
of the cyclical downturn, tax receipts in 1993

grew by no more than just under 2%,
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original expectations
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* In % or percentage points of tax revenue
or nominal economic growth, respectively,
according to the official estimates of
autumn 1996. The deviations shown for
1997 are based on the forecast of May
1997.
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compared with an increase of more than
10% the year before. They were therefore
DM 12 billion below the comparéble forecast
in the autumn of 1992, whereas during the
previous economic boom they had gone far
beyond expectations.

Although the increase in tax receipts acceler-
ated (to almost 5 %) in 1994, it did not quite
keep pace with nominal economic growth.
While economic recovery distinctly exceeded
original expectations, tax receipts were only
DM 4 billion more than estimated. In the case
of assessed taxes, the scene was largely dom-
inated by the preceding period of weakness.
At a time of moderate wage trends and a
continuing decline in employment economic
growth was also relatively unsuccessful at
providing additional tax receipts.

Additional
receipts limited
in 1994 despite
a strong
economic
upswing



Underlying
deficiency of
the taxation
system
apparent in
7995

Furthermore, the taxation policy, which had
been predominantly geared towards further
improvements in the receipts situation, did
not yield the desired results. Although the
increase in mineral oil tax to help finance the
reform of the railways led to significant add-
itional receipts, the Industrial Location Protec-
tion Act, intended to improve the underlying
tax conditions for enterprises, was much
more costly for the tax authorities than
originally envisaged. The loss of revenue
expected from this legislation was consider-
ably underestimated, especially as a result of
a transitional regulation on profit distribution
(see page 921.). This shortfall, incidentally, re-
sulted from a lowering of the tax rates on
earnings, which had been rather high by
international standards. It had been intended
to keep it within bounds by limiting the scope
of various tax concessions and loopholes.

The fact that German fiscal policy makers
were in a situation that was characterised by
an underlying deficiency of the taxation sys-
tem first became apparent in 1995. Although
at that time additional tax increases of around
DM 30 billion — including, in particular, the
new solidarity surcharge — were becoming
effective, tax receipts continued to rise at a
slower rate (around 32 %) than would have
been consistent with the nominal economic
growth rate (which had moderated percep-
tibly anyhow). On the whole, tax receipts in
1995 were just over DM 35 billion short of
the return expected in the autumn of 1994.
Only a small proportion of this shortfall was
attributable to the slackening of the econom-
ic driving forces. Not only further after-effects

_of the earlier period of economic weakness
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then became visible; clear signs of an erosion
of the domestic tax base then became appar-
ent, too, and this erosion of the tax base had
to have more deep-rooted causes.

Extensive relief measures reintroduced
in 1996

The disappointing trend in tax receipts con-
tinued during 1996 when extensive relief
measures came into force again for the first
time in a long while. For example, a new
income tax scale was implemented although
this brought relief only to some tax-payers.
The corrective measures were limited to a
sharp rise in the basic allowance, but the
relief arising from this was successively
reduced again by a new scale segment affect-
ing lower and middle-income levels. The tax-
payers in eastern Germany — whose income is
still generally lower than that in the west —
particularly benefited from this restructuring.
By contrast, recipients of higher incomes did
not gain at all from the tax relief, and in the
lower income brackets the reduction in the
average burden had to be payed for by higher
general marginal tax rates than before, which
amounts to an aggravation of the progres-
sion. The tax relief for lower income groups
was accompanied by a distinct improvement
in the family allowance system which, like the
raising of the basic tax allowance with a view
to exempting those at the subsistence level,
was required for constitutional reasons. It was
combined with a reorganisation of the system
which involved moving child benefit — which
now impinges on tax revenue — into the fore-
front ahead of the tax allowance for children
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(which is now granted only as an alternative
to child benefit). All'in all, the tax package led
to tax relief of approximately DM 21 billion,
whose stimulating effect on consumption
was, however, partially undermined by higher
rates of social security contributions.

Quite apart from this shortfall in receipts
which was caused by the tax legislation ~ and
which, together with the effects of the con-
version of child benefit, actually amounted to
more than DM 40 billion ~ tax revenue in
1996, which declined by 132 %, again fell far
short of expectations. Thus, the official tax es-
timate in the autumn of 1995 was undershot
by almost DM 32 billion. This was primarily
attributable to the fact that real economic
growth had decreased faster than originally
forecast and that price inflation had con-
tinued to fall. An additional factor was that
the growth process was largely supported by
exports, which are exempt from turnover tax.
However, the shortfalls in tax revenue even-
tually amounted to an order of magnitude
which again could only be partially explained
by general economic developments and
hence further confirmed the presumption
that the tax base was being permantly
eroded.

Share of direct taxes in total revenue
decreased

Direct “tax
burden”
somewhat
lower

The unfavourable revenue trend of the past
few years has primarily concerned direct
taxes, whose share in total tax receipts has
decreased distinctly. While the proportion of
these taxes had been 484 % in 1992, in

38

1996 it was around 46 % (after adjustment
for the above-mentioned conversion of child
benefit). This corresponded to an average an-
nual increase of 1% % in the receipts from
direct taxes during the past four years, which
was only half the increase of tax receipts as a
whole.

In terms of income, too, the direct “tax bur-
den” eased somewhat during that period. If
the total income is measured on the basis of
total gross wages and salaries plus civil ser-
vants’ pensions as well as gross entrepre-
neurial and investment income, direct taxes
amounted to approximately 16% of total
income (adjusted for the child benefit conver-
sion) in 1996 against almost 17 % in 1992.
Owing to the — sometimes considerable —
time-lags between the generation of income
and the respective tax payments, this general
ratio naturally cannot yet be equated with
the average effective tax burden affecting
incomes through direct taxes. However, it is a
rough indication that only part of the total
income generated in the economy is subject
to the relatively high tax rates. Even so, it
obscures the differences in the magnitude of
the burdens — which cannot be quantified
due to insoluble problems of classification —
arising from the various types of income as
well as the significant discrepancies which
have developed between the various taxes
over the past few years.

Given the slower growth in incomes after
1992, wage tax — the most important single
tax — developed rather favourably. This is true
at least of the period from 1993 to 1995,
when, at an annual average of 4% %, wage

Relatively
favourable
trend in wage
tax receipts
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Tax revenue *

DM billion
of which of which

Other

taxes

mainly

based on [Non-

Total tax  jDirect Assessed | Corpor- Indirect Turnover iconsump- |personal
Period revenue  jtaxes1 Wage tax |income tax ation tax |taxes tax tion taxes 2
1970 154.2 67.8 35.1 16.0 8.7 86.5 38.1 315 14.8
1975 2421 117.3 71.2 28.0 10.1 124.8 54.1 435 25.0
1980 365.0 179.6 111.6 36.8 21.3 185.3 93.4 55.1 33.8
1985 437.2 220.1 147.6 28.6 31.8 217.2 109.8 64.8 38.1
1990 549.7 264.4 177.6 36.5 30.1 285.3 147.6 84.1 47.5
1991 661.9 318.7 214.2 415 31.7 3433 179.7 107.0 51.2
1992 731.7 354.1 247.3 41.5 31.2 377.6 197.7 1191 55.6
1993 749.1 351.7 258.0 33.2 27.8 397.4 216.3 120.8 53.9
1994 786.2 354.7 266.5 25.5 19.6 431.4 235.7 131.5 56.8
1995 814.2 382.2 282.7 14.0 18.1 432.0 234.6 135.1 55.8
1996 800.0 357.0 251.3 11.6 29.5 443.0 237.2 138.6 60.5
Percentage of total tax revenue

1970 100 43.9 22.7 10.4 5.7 56.1 24.7 20.4 9.6
1975 100 48.5 294 11.6 42 51.5 22.3 18.0 10.3
1980 100 49.2 30.6 10.1 5.8 50.8 25.6 15.1 9.3
1985 100 50.3 33.8 6.5 7.3 49.7 25.1 14.8 8.7
1990 100 48.1 32.3 6.6 5.5 51.9 26.8 15.3 8.6
19N 100 48.1 324 6.3 48 51.9 271 16.2 7.7
1992 100 48.4 33.8 5.7 4.3 51.6 27.0 16.3 7.6
1993 100 47.0 344 44 37 53.0 28.9 16.1 7.2
1994 100 45.1 339 3.2 2.5 54.9 30.0 16.7 7.2
1995 100 46.9 347 1.7 2.2 53.1 28.8 16.6 6.9
1996 3 100 44.6 314 1.5 37 55.4 29.7 17.3 7.6

* Until the end of 1990, old Lander; from 1991 onwards, levies (applicable until the end of the seventies). —

the whole of Germany. — 1 Wage tax, assessed income tax,
corporation tax, tax withheld on interest income (from
1993), non-assessed taxes on earnings, income tax sur-
charge (1991-2 and from 1995: solidarity surcharge) plus
wealth tax, inheritance tax and Equalisation of Burdens

Deutsche Bundesbank

2 Tax on land and buildings and trade tax (until 1981,
including tax on total wages paid). -— 3 After adjustment
for the conversion of child benefit into a tax-reducing
factor, direct taxes in 1996 amounted to 46 % of total tax
revenue, with wage tax accounting for approximately 33 %.
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tax revenue increased twice as fast as the
wages and salaries affected by this deduction
at source and as civil servants’ pensions.
Then, in 1996, revenue decreased sharply (by
11%), mainly because the new form of child
benefit now impinges on the revenue from
this tax. The exceptionally high elasticity of
the revenue from wage tax at times was asso-
ciated with the negative trend in employ-
ment; by contrast, per capita earnings were
subject to a progression similar to that of earl-
ler years.# On the whole, the burden arising

from this deduction at source increased
significantly up to 1995.
However, overall economic “wage tax

ratios”, which are obtained from the tax stat-
istics and the national accounts, do not give
an accurate picture of the ultimate extent of
the tax burden on wages and salaries, let
alone the tax burden on employees’ total
income. This is due to the fact that, in ratios
of this kind, the significant statistical overlap-
ping existing between wage tax and assessed
income tax is disregarded (see the overview
on page 91). It is more appropriate to present
trends in the tax burden and comparisons of
the burdens by way of the actual tax liabilities
of selected households arising in certain
circumstances. This method illustrates the
very diverse effects of the measures which
came into force in 1996.

For example, for an average unmarried wage
or salary earner who has no other source of
income and who does not claim any tax al-
lowances other than the general deductions
already incorporated into the wage tax sched-
ule the tax burden increased even further in
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1996. This is due to the fact that, in such a
situation, single persons benefited very little
from the relief afforded by the Annual Tax
Act, which focused mainly on lower income
groups and ceased to have any effect at a tax-
able annual income of just under DM 56,000.
Even in the case of an average gross income of
slightly more than DM 51,700 in the old Lander
in 1996, the tax relief arising under the above-
mentioned conditions was very slight, at DM
65 per year. Much of the increase in gross
wages was eroded here as a result of higher
social security contributions. By contrast, the
tax burden for an average married wage or
salary earner with two children, given the
same “model assumptions”, was eased by
the higher basic tax allowance and the new
family allowance system to such an extent
that the disposable income from a given
gross wage was higher than at the beginning
of the nineties (see the tables in the Annex).

Of all the types of tax, assessed income tax
showed by far the most unfavourable trend
in receipts; its yield has declined dramatically
from year to year since 1993, that is, from
DM 412 billion in 1992 to a mere DM 11
billion, or 1%2% of the total tax receipts, in

4 On the one hand, wage tax revenue increases dispro-
portionately faster than the rise in actual average earn-
ings owing to the progressive income tax rate; on the
other hand, given average earnings at any one time, it
increases roughly in proportion to the number of persons
employed. Total revenue elasticity is the result of these
partial elasticities and, when the number of persons
employed is growing (which is usually the case), it is
below the “per capita elfasticity”. In the event of a
decreasing number of employed persons, however, it
exceeds the per capita elasticity, because the negative
employment trend diminishes the growth rate of the
gross wage and salary total (i. e. the denominator of rev-
enue elasticity) relatively faster than the growth rate of
the wage tax revenue (i.e. the numerator of revenue
elasticity), which benefits from the rate progression.

Assessed
income tax
Just a small
“residual”
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Statistical overlapping in the field of income tax

Sometimes specific tax ratios are used in pub-
lic to support existing prejudices regarding
the distribution of income. Particularly macro-
economic “wage tax ratios” are employed
which have been taken from tax statistics and
the national accounts and which. show wage
tax revenue in relation to total gross wages
and salaries (and, where applicable, civil ser-
vants’ pensions, which are also subject to
wage tax). It is often concluded from the rela-
tively substantial size of these ratios that the
income of wage and salary earners is taxed
more heavily than that of other socio-
economic groups. A rising “wage tax ratio”,
combined with a declining trend in assessed
income tax revenue, is sometimes also con-
sidered to be proof of a distinct redistribution
upwards.

However, calculating burdens in such a way is
inaccurate since it completely disregards the
classification problems resulting from an in-
come tax structure which, in principle, im-
poses a standard progressive rate of tax on
the aggregate of different kinds of income.
Within such a “synthetic” income tax struc-
ture the receipts from various methods of
levying income tax — such as the deduction of
wage tax at source — cannot be equated with
the definitive tax liability which arises for vari-
ous categories of income according to their
function or, indeed, for certain social groups.
On the contrary, there is considerable statis-
tical overlapping of the different methods of

Deutsche Bundesbank

levying income tax; this has a negative im-
pact, especially on the revenue from assessed
income tax which reflects the difference be-
tween the definitive tax liability and the tax
amounts already deducted at source.

As a consequence of growing advance tax
payments through various deductions at
source — including the tax withheld on inter-
est income since 1993 - the revenue from
assessed income tax has increasingly devel-
oped into a “residual”. It is being particularly
diminished by the ever increasing amount of
refunds to wage and salary earners (see the
chart on page 92). Firstly, these are tax
refunds to wage and salary earners who are
liable to income tax assessment because they
have sizeable sources of income other than
their wages or salaries (notably investment in-
come). Secondly, since 1992 those amounts
which replaced the annual wage tax adjust-
ment and which are refunded to wage and
salary earners under the so-called “assessment
on application” scheme have also impinged
on the level of assessed income tax. As only
the refunds are known, and not the employ-
ees' additional payments of income tax made
on the basis of the assessment, no definite
share of the revenue from assessed income
tax can be ascribed to wage and salary earn-
ers. Furthermore, since these earners increas-
ingly receive additional income from assets,
apportioning actual tax revenue to the indi-
vidual income components is quite impossible.
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1996. The yields from this tax had been very
volatile in earlier years, too, not least because
they gradually turned into a statistical “re-
sidual” reflecting the difference between the
final tax liability and the tax amounts already
deducted at source. However, this “down-
ward slide” that has become apparent during
the past four years is on an unprecedented
scale. The increasing tax refunds which were
paid to employees to the debit of the as-
sessed income tax were a major reason for
this. In 1996 these refunds, at DM 41 bil-
lion, were three and a half times greater than
the remaining tax revenue whereas in 1992
they had amounted to approximately one-
half of this, or just over DM 22 billion (see the
adjacent chart). Only some of these refunds
were in connection with wages and salaries;
others concerned employees’ additional in-
comes — as well as the corresponding ad-
vance tax payments and deduction possi-
bilities — notably from rents and leases and
from capital assets.

The introduction of the tax on interest income
in 1993, which was a new deduction at
source, and the sharp rise in the savers’ tax al-
lowance at the same time had particularly
limiting effects on receipts. In addition, the
extensive use of other kinds of tax conces-
sions increasingly reduced the receipts from
assessed income tax, which have been declin-
ing appreciably since 1993, even before
deducting the above-mentioned tax refunds
to employees. The generous fiscal promotion
of investment in eastern Germany was signifi-
cant here as it offered not only to enterprises
but also to private investors (in the rented
house-building sector) considerable scope for
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reducing tax liabilities. The successive cutting-
back of subsidies in the west German housing
sector?, too, induced many to carry out work
before the respective deadlines. Furthermore,
some tax relief measures (such as the “sav-
ings depreciation”) for small and medium-
sized businesses might ultimately have led to
greater shortfalls in tax receipts than origin-
ally expected. That apart, in the corporate
sector, in particular, the after-effects of the
1992-3 recession were still perceptible at
first.

5 Thus, the tax incentives for older owner-
occupied dwellings were curtailed from 1994, and the
temporary tax relief on loan interest for building new
owner-occupied dwellings elapsed in 1995; furthermore,
the diminishing-balance depreciation facilities for the
construction of rented accommodation were reduced in
1996.



Corporation tax
receipts also
decrease

Corporation tax, too, has produced decreas-
ing receipts in the past few years. Although
this trend has reversed since 1996, yields, at
DM 29 ' billion in 1996, were still lower than
the 1992 level (which had been slightly more
than DM 31 billion). In spite of a continual
improvement in corporate earnings since
1994, the fiscal significance of corporation
tax declined. The after-effects of the un-
favourable profits situation in the years 1992
and 1993 and the tax relief from the Indus-
trial Location Protection Act were major
causes of this divergence; in particular, cor-
poration tax rates were cut markedly in 1994
(even though this relief was virtually nullified
when the solidarity surcharge was reintro-
duced a year later). A further cause of the
sometimes sharp decline in receipts was the
fact that many enterprises made use of a
transitional regulation which, until the end of
1994, enabled them to take advantage of a
greater reduction of corporation tax on divi-
dends stemming from retained profits made
before 1990 (and taxable at the then valid
retention rate of 56 %); this, however, had
only a temporary adverse effect on the tax
base. Not only the tax relief measures but
also restructuring in the corporate sector -
including the taking-over of enterprises with
high losses brought forward — may have sig-
nificantly reduced corporation tax revenue or
limited it even further. Incidentally, there are
signs that the continuously large gap be-
tween German tax rates and those of other
countries has induced enterprises to shift an
increasing share of their profits or activities
abroad.®
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The fact that the high degree of mobility of
financial assets, in particular, may lead to con-
siderable evasive reaction became evident
when the tax on interest income was intro-
duced in 1993. The new deduction at source
affecting interest which is credited or payed
out in Germany triggered extensive transfers
of funds abroad.” However, owing to the par-
ticular nature of this tax on interest income
(which, in contrast to the earlier “small in-
vestment income tax”, does not adversely af-
fect German borrowers and, in addition,
exempts non-residents relatively unbureau-
cratically), a substantial amount of these
funds flowed back into the German market
after a “detour” through foreign financial
centres; to that extent, this was “merely” tax
avoidance and not a definitive capital flight.
Only some of these transactions were made
in connection with tax evasion; reactions —
particularly in the corporate sector — were
often merely aimed at legitimately avoiding
the shortfalls in liquidity arising from the new
advance tax charge. The tax on interest
income has only been partly successful in
achieving the objective of broadening the tax
base. Thus, at DM 10% billion, receipts in
1993 fell far short of the original expectations
(of DM 24 billion). Between 1994 — the first
year in which this tax had a full impact on rev-
enue — and 1996, they actually declined from

6 More attractive general tax rates and the special tax
concessions granted by some countries (such as Ireland,
Belgium and the Netherlands) played a major role in lead-
ing to an increasing trend towards shifting the location of
German groups' financing subsidiaries abroad.

7 In connection with the sharp rise in the savers' tax al-
lowance, it also led to an increasing number of capital
transfers to children. For the different “response chan-
nels” and the fiscal consequences see Deutsche Bundes-
bank, Revenue from and economic implications of the
tax on interest income, Monthly Report, January 1994,
page 43 ff.
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DM 13% billion to just over DM 12 billion.
This was mainly attributable to the average
rates of interest, which were declining mark-
edly during that period.

In the wake of the improved corporate earn-
ings situation, by contrast, the “old” invest-
ment income tax — which applies mainly to
dividends — yielded receipts which exhibited a
tendency to rise; at slightly more than DM 13
billion in 1996, the return from this tax was
DM 2 billion higher than in 1992. At nearly
DM 18 billion, its yield reached a peak in
1994, owing to the above-mentioned special
dividends paid by many enterprises, thus
compensating part of the shortfalls in rev-

enue from corporation tax.

indirect taxes

Substantial tax
increases

Turnover tax
receipts slug-
gish since 7995

In the period from 1993 to 1996 receipts
from indirect taxes went up at an annual
average rate of 4 %; this means that they ac-
tually increased slightly faster than nominal
GDP. The sole reason for this, however, was
the extensive increases in turnover, mineral oil
and insurance taxes which occurred until
1995 (totalling approximately DM 25 billion
in 1995) and which came into effect during
that period; without these measures, the rise
in revenue would have been perceptibly
slower than the rise in nominal economic
growth.

Following the raising of the standard rate,
which came into effect in 1993, receipts from
turnover tax — which is by far the most im-
portant indirect tax — rose sharply in 1993
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and 1994. Since 1995, however, they have
more or less stagnated. During that period
the trend in revenue therefore lagged percep-
tibly behind overall economic growth. This
can only be partly explained by the sharp rise
in tax-free exports and the sluggish trends in
housing and government investment, both of
which are subject to tax. Another factor may
be that, with the raising of the tax rates in
1993, the incentives to evade tax (for ex-
ample, by “disappearing” into the shadow
economy) increased even more at the same
time. Tax evasion on an international scale
was also made easier by the fact that, with
the introduction of the “transitional system”
for value-added tax within the European
Union in 1993, the former border controls on
intra-Community trade in goods were dis-
banded.



Other taxes,
mainly based
on consump-
tion

Trade tax
revenue low

1993 and 1996 the
from other, mainly consumer-based, taxes

Between receipts
increased at an annual average of 4 %. In that
time, receipts from mineral oil tax (+ 5% %)
and insurance tax (+ 15 ' %) went up particu-
larly sharply. In both cases, this was mainly due
to steep tax increases which came into effect
in 1994 (mineral oil tax) and in mid-1993 and
at the beginning of 1995 (insurance tax).
Moreover, the shortening of payment periods
for mineral oil tax at the end of 1996 yielded
additional one-off receipts. By contrast, other
consumer taxes — some of which are depend-
ent on quantity — showed only a slight increase
in revenue (e.g. tobacco tax) or a decline in

revenue (e.g. tax on spirits).

With an average annual rate of increase of
around 2 %, receipts from non-personal taxes —
most of which count as indirect taxes® -
increased only moderately during the past four
years, taken as a whole. Trade tax receipts actu-
ally declined until 1995, although not to the
same degree as corporation tax. The reason for
this was not only the tax relief measures apply-
ing to enterprises but also, from 1993, the de-
terioration in the profits situation caused by the
slowdown in economic activity, which until
1995 adversely affected the revenue trend of
this tax, which is highly dependent on earnings.
It was not until 1996 that this negative trend
gave way to a steep rise, as more profitable
years were then being assessed again. As in the
case of corporation tax, the revenue trend,
which was rather poor overall, might also be at-
tributable to factors which had tended to erode
the domestic tax base. In contrast to trade tax,
receipts from the tax on land and buildings rose
sharply (by 8 % per year), not least because the
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local authorities raised their collection multipliers
particularly in respect of this tax.

Further outlook

Judging by the indications so far, the volume
of tax receipts in the current year will hardly
appear in a more favourable light, especially
as the economic upswing in Germany, which
is gradually gaining breadth and strength,
will, for the time being, be primarily sup-
ported by components which are not tax-
yielding. In respect of changes in tax legisla-
tion some measures came into force at the
beginning of the year which have the effect
of reducing tax revenue. Firstly, child benefit
was raised further, reducing receipts from
wage tax, in particular. Secondly, following
an earlier ruling by the Federal Constitutional
Court, wealth tax is no longer levied, a
change which, from an overall economic
point of view, must be regarded as positive
because it means that a tax on real assets,
which had been damaging to enterprises, has
been eliminated and that corporate enter-
prises are no longer affected by a dually bur-
dening element.® However, the losses in

8 The main reason for this is the fact that, in the national
accounts, the trade tax and the tax on land and buildings
are deductable as operational expenditure when deter-
mining profit for income or corporation tax. Hence, they
are treated as taxes chargeable as expenses although the
trade earnings tax, as far as its basis for assessment is
concerned, is similar to the other taxes on income and, to
that extent, ought rather to be seen as a direct tax.

9 \Wealth tax had put corporate enterprises at a
disadvantage compared with partnerships since this tax
affected their wealth both at the corporate and at the
shareholder level. In addition, wealth tax as a whole had
been problematic because it generated a dual tax burden
on investment income and constituted an alien-element
in a system which is based on the two “pillars” of income
tax and consumer tax.
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Receipts persist-
ently sluggish
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receipts resulting from the lapsing of this levy
are intended to be offset by other measures.
These include not only a sharp increase in the
tax on the purchase of land and buildings but
also, and more importantly, the reform of the
tax on inheritance and gifts, which, in compli-
ance with the constitutional requirements,
came into effect retroactively from 1996; in
spite of higher allowances and, in some
cases, lower tax rates than before, this reform
is expected to yield a marked net increase in
receipts from the higher valuation of land and
buildings for tax purposes.

However, these improvements in revenue, in
contrast to the lapsing of wealth tax, hardly
manifested themselves in the trend during
the first half of the year which continued to
be disappointing. Thus, particularly the inher-
itance tax reform has yielded no additional
receipts so far, a fact which mav be attribut-
able to the considerable amount of time
needed for an assessment; it is unlikely that
expectations for the whole of 1997 will be
fulfilled either. With regard to other individual
taxes, the receipts situation has likewise been
much more unfavourable than had been
expected by the official forecast of May
1997, which had actually been DM 18 billion
down on the estimate in the autumn of
1996. Assessed income tax, in particular, has
again been below expectations. Refunds are
now almost as high as tax receipts, which
may be largely due to the persistently exten-
sive use of facilities to achieve the most
favourable tax result. 10

On the whole, tax receipts' in the first half of
the year were 2% % lower than in the corres-
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ponding period of 1996. Even though the
flow of receipts is likely to increase in the
second half of the year, due to the favourable
economic outlook and the greater effective-
ness of tax-raising measures, as things stand
today, revenue in 1997 will probably still be
lower than in the May forecast, which had
anticipated an increase in revenue of around
17:% for the current year, with a nominal
economic growth of 32 %. This means that
the structural sluggishness in tax revenue in
1997 — which is seen in the further decline in
the overall tax ratio — would be even more
pronounced than had been anticipated so far.

The gradual and, lately, increasing erosion of
the tax base shows the dilemma of a taxation
policy which is trying to alleviate the burden
of high tax rates by a quantity of concessions
that is neither transparent nor assessable with
respect to its possible impact on tax revenue.
The result of high tax rates and a declining
tax ratio is ultimately not surprising.

Only a “major” comprehensive tax reform
can lead the way out of this dead end. Such a
tax reform would have to focus on a funda-
mental reform of income tax, which would
combine a sharp cut in general tax rates with
as comprehensive a reduction of the existing
tax exemptions and special concessions as
possible. This would also create the prerequis-

10 One of the influencing factors here is the fact that the
special 50 % depreciation facility for investment in east-
ern Germany, which had been in force up to the end of
1996, was still being used rather heavily up to the end,
and this has diminished advance payments particularly
since last December. In addition, tax refunds for previous
years have continued to increase considerably.

11 Excluding receipts from local authority taxes, which
are not yet known.

Need for a
fundamental
tax reform



ites for a more transparent and simple tax sys-
tem which would distort economic oper-
ations to a lesser extent and make tax avoid-
ance strategies appear in a less attractive
light. One important component of such a
major reform would be a certain shift of the
tax burden from income to consumption.

The reproach that such a reform would lead
to a less equitable tax distribution is not justi-

Annex

Major tax policy measures since 1993

1992 Tax Amendment Act
of February 1992

At the beginning of 1993, various tax relief meas-
ures were introduced for enterprises, relating espe-
cially to trade earnings tax and corporate wealth
tax. On the other hand, some tax benefits were
curtailed and loopholes closed, and the standard
rate of value-added tax was raised by 1 percentage
point (to 15%). On balance, the Act’s provisions
(including the improvement in the family allow-
ance system introduced in 1992) were expected to
yield additional revenue, which increased from DM
3 billion to DM 8 billion between 1993 and 1995.
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fied from an economic point of view. Firstly,
the current system, hardly manageable in its
incidence, benefits precisely those people
who are particularly apt at finding ways to
avoid tax payments. Secondly, an economical-
ly efficient system would improve the alloca-
tion of the factors of production, create
incentives to engage in economic production
and thus foster growth. In the end there
would be more jobs and less unemployment.

Act on Turnover Tax in the Single European
Market
of August 1992

This Act regulated the technical details of levying
turnover tax from the beginning of 1993 - i.e.
after the abolition of border controls within the
EU. With a few exceptions, the country-of-
destination principle was generally adhered to for
a transitional period; however, the old import turn-
over tax on intra-Community merchandise transac-
tions was replaced by a tax on the purchase of
goods payable by the enterprises concerned in the
importing country. In addition, some minor Federal
taxes were abolished at the beginning of 1993 (an-

nual revenue loss; about DM 2 billion).
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Act Introducing a Withholding Tax on Interest
Income
of November 1992

In response to a ruling of the Federal Constitu-
tional Court, which demanded a more uniform tax
treatment of interest income, a flat-rate tax on in-
vestment income ("withholding tax ") of 30 % of
net interest received (or 35 % in the case of over-
the-counter transactions) was introduced at the
beginning of 1993; this tax was to be withheld
and remitted to the tax authorities by the domestic
paying agents, and the amount pa.d was later off-
set against the assessed tax bill. At the same time,
the tax-exempt portion of savings income was
increased tenfold (to DM 6,000 for single persons
and twice that amount for married couples). For
the rest, the tax treatment of old age provision
was improved, and the tax-free portion of civil
servants' pensions was increased. This package of
measures was expected to yield additional receipts
which amounted to slightly less than DM 3 hillion
in 1993 and increased to about DM 6 billion by
1996.

Act Regulating Consumer Taxes in the Single
European Market
of December 1992

This Act was designed to bring the German con-
sumer tax regulations into line with the EU Directives
on the harmonisation of taxes, which applied from
the beginning of 1993 following the abolition of
border controls within the Community. In addition,
the investment grant for machinerv and equip-
ment in the new Lander was prolonged (although
the range of potential beneficiaries \vas reduced)
and in some cases increased. All in all, compared

with the previous regulations this Act led to rev-
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enue losses which were estimated to have grown
to more than DM 6 billion by 1996.

Act Implementing the Federal Consolidation
Programme
of June 1993

Several taxes were increased by this Act, which set
out primarily to regulate the assumption of the
debt "inherited” from the former GDR, to restruc-
ture the revenue-sharing scheme between the Fed-
eral and Lander Governments and to ensure an ad-
equate financial position for the new Lander. Net
of the relief measures for low earners necessitated
by a ruling of the Federal Constitutional Court
(which were implemented outside the pay bargain-
ing process by a transitional regulation on the
exemption from taxation of the portion of incomes
necessary for subsistence), these tax increases
raised an estimated DM 30 billion related to 1995.
The bulk of this came from the reintroduction at
the beginning of 1995 of the solidarity surcharge
of 7% % on payable income tax and corporation
tax. Furthermore, the insurance tax was raised in
two phases to 15% by 1995, and - coupled with
a rise in the personal liability threshold — private
wealth tax was increased to 1% in 1995 (except
for participating interests, including investment
fund certificates). The tax on interest income was
extended in the middle of 1993 to distributions of
profits by foreign investment funds, and tax relief
on the acquisition of older owner-occupied dwell-
ings was cut for properties purchased from 1994

onwards.

Industrial Location Protection Act
of September 1993

This Act, which aimed to lastingly improve the

general tax conditions for investment and jobs in



Germany, cut corporation tax rates distinctly from
1994 (to 45 % for retained earnings and to 30%
for distributed profits). In addition, the top rate of
income tax on industrial earnings was limited
to 47%, and a tax-exempt investment reserve
(“deductible savings facility”) further eased the
situation of small and medium-sized enterprises.
Furthermore, the tax concessions in the new
Lander were extended to the end of 1995 and the
end of 1996, respectively. By contrast, the depre-
ciation allowances for commercial buildings and
company cars were reduced, and various other tax
benefits and potential abuses were curbed. On bal-
ance, this package of measures was expected to
result in shortfalls in tax revenue amounting to just
under DM 4 billion in 1994 and around DM 5 bil-

lion in each subsequent year.

First Act Implementing the Retrenchment,
Consolidation and Growth Programme
of December 1993

This Act raised the mineral oil tax imposed on pet-
rol and diesel fuels from the beginning of 1994 by
DM 0.16 and DM 0.07 per litre, respectively, in
order to partly fund the reform of the railways
(expected additional revenue: around DM 8 billion
in 1994 and just under DM 9 billion in each subse-

quent year).

Act Combatting Tax Avoidance and
Streamlining Tax Legislation
of December 1993

This Act aimed mainly to further eliminate unjusti-
fied tax privileges and undesirable tax Ioophoies.
The measures taken to this end included extending
the coverage of the tax on interest income (primar-
ily to financial innovations and domestic income

from foreign growth funds), tightening the Foreign
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Tax Relations Act in order to limit the opportunities
for tax-saving transactions by relocating profits to
other countries, and further reducing tax deduc-
tion facilities on owner-occupied dwellings pur-
chased after 1993. In addition — to supplement the
relatively moderate increase in mineral oil tax on
diesel fuels — motor vehicle tax on cars with diesel
engines was raised at the beginning of 1994,
whereas for lorries this tax was lowered as of
April 1, 1994 5o as to lessen the disadvantages for
German lorry proprietors compared with their
foreign competitors. The flat-rate road travel
allowance was raised, too, to offset the burden on
commuters arising from the increase in mineral oil
tax. On balance, the additional revenue expected
from this tax package amounted to around DM
1V billion in 1994 and approximately DM 3 billion

in each subsequent year.

Act Amending the Tax Regulations Applying
to Corporate Restructuring
of October 1994

Enterprises were given various opportunities to
restructure on a more tax-neutral basis; no signifi-
cant losses in revenue were expected to result

from this Act.

1996 Annual Tax Act
of October 1995

This Act notably exempted from taxation the level
of incomes needed for subsistence by redefining
the income tax scale, which raised the basic tax
allowance sharply (to around DM 12,000 from
1996 and to DM 13,000 from 1999). In order to
partly offset the resulting losses in revenue, the
marginal tax rates in the lower income brackets
were increased markedly (starting at a new bottom

rate of almost 26 %). In addition, a new system of
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family allowances was introduced which, while
sharply raising child benefit and the tax allowance
for children, envisaged alternative utilisation
(rather than the previous parallel utilisation)
of these two components. Furthermore, the
bequeathing of enterprises was made easier
through an amendment of the inheritance tax,
and tax concessions for investment in the new
Lander were extended to the enc¢ of 1998 and
concurrently streamlined. A small part of the tax
relief measures, amounting to an estmated grand
total of slightly more than DM 23 billion, was to be
financed by further restricting special tax benefits,
including the reduction of diminishing-balance
depreciation facilities in the rented housing con-
struction sector. On balance, it was estimated that
this Act would entail additional fiscal burdens

amounting to just over DM 21 hillion in 1996.

Act Amending the Tax Incentives to Acquire
Owner-Occupied Dwellings
of December 1995

This Act changed the system of promoting home
ownership from tax-deductible special allowances
to grants to home owners not based on tax pro-
gression. This change was designed to have little
impact on the level of tax revenue. Furthermore,
the additional allowances granted to home buyers

with children were improved.

1997 Annual Tax Act
of December 1996

As this Act contained no provisions on wealth tax,
this tax could no longer be imposed from 1997
onwards, according to a decision of the Federal
Constitutional Court. The resulting shortfalls in tax
revenue were partly offset by additional receipts

from the reform of inheritance and qift tax, which
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was likewise necessitated by a ruling of the Federal
Constitutional Court. These changes ({(applied
retroactively from the beginning of 1996) entailed
a higher assessment of real property for tax pur-
poses, on the one hand, and higher tax threshotds
and, in some cases, lower tax rates, on the other
hand. In addition, the tax rate applying to pur-
chases of land and buildings was raised to 32 %
from the start of 1997, and the further rise in the
income tax threshold was postponed by one year
to 1998. After adding some other changes in tax
legistation, this package of measures was expected

to have virtually no impact on revenue.

Act Prolonging Economic Support Measures

in the New Lander

The tax concessions for investment in the new
Lander were extended until 2004. Simultaneously,
the range of promotional instruments was stream-
lined — i.e. it was limited to a higher investment
grant and the former special depreciation facilities
were abolished — and the tax incentives were
focused more on the problematical industrial sec-
tor. The expected loss in revenue compared with
the former regulations will be DM 5% billion to
DM 6 billion from the year 2000.

1998 Tax Reform Bill and
1999 Tax Reform Bill

These two bills, which comprise a substantial low-
ering of general income and corporation tax rates
coupled with a reduction of tax concessions and
exemptions, were passed by the Lower House
(Bundestag) but rejected by the Upper House (Bun-
desrat). They were subsequently again rejected in a
first inter-House mediation hearing initiated by the

Federal Government.



Act on Further Corporation Tax Reform

In early August 1997 the inter-House mediation
committee agreed to abolish trading capital tax
from 1998; the introduction of this tax in the new
Lander has been further suspended for the dur-
ation of the current year. On balance, the losses in
revenue resulting from the elimination of this levy

amount to around DM 4 billion per annum. These
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shortfalls will be offset by cuts from 1997 in enter-
prises’ accounting leeway in respect of provisions
and the carryforward of losses and by reducing the
tax allowances for extraordinary income (initially
the expected additional receipts from these meas-
ures will outweigh the losses). As compensation
for the former trading capital tax, local authorities
will receive a 2.2% share of the revenue from

turnover tax from 1998 onwards.

The tables accompanying this article
appear on the following pages.
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Burden of direct taxes and social contributions on an average unmarried wage
or salary earner

Employee in the old Lander, tax category /0

Employee’s

Gross annual share of social
Year wage Wage tax Solidarity tax contributions | Overall burden |Net wage

Deutsche Mark
1990 41,969 7,049 - 7,449 14,498 27,471
1991 44,430 7,729 290 8,077 16,096 28,334
1992 47,000 8,473 318 8,601 17,392 29,608
1993 48,354 8,757 - 9,042 17,799 30,555
1994 49,288 9,028 - 9,587 18,615 30,673
1995 50,795 9,481 711 9,981 20,173 30,622
1996 51,745 9,710 728 10,499 20,937 30,808

as a percentage of gross wage
1990 100 16.8 - 17.8 345 65.5
1991 100 17.4 0.7 18.2 36.2 63.8
1992 100 18.0 0.7 18.3 37.0 63.0
1993 100 18.1 - 18.7 36.8 63.2
1994 100 18.3 - 19.5 37.8 62.2
1995 100 18.7 1.4 19.7 39.7 60.3
1996 100 18.8 1.4 203 40.5 59.5

Increase from previous year in %
1991 59! 9.6 1 . § 8.4 11.0; 341
1992 961 96 6.5 8.0 45
1993 34| . 5.1 23 3.2
1994 311 A 6.0 46 0.4

3 H H H
; i

1995 5.0 . 41} 84| -0.2
1996 241 241 5.2 381 0.6

Additional burden of taxes and social contributions as a percentage of additional income

(change from previous year)
1991 27.6 | 11.8¢ 25.5 | 64.9 !

H H H

1992 289 E 111 204 | 50.4 |
1993 N 21.0 | -2351 326 | 301}
1994 29.0 | -1 58.3 | 87.3 |
1995 . § 30.1 472 262 103.4 |
199 i 2414 181 54. 80.4 |
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Burden of direct taxes and social contributions on an average married wage
or salary earner with two children

Employee in the old Lander, tax category Iil/2

Employee’s
share of Net wage
Gross annual social contri- ; Overall plus child
Year wage Wage tax Solidarity tax | butions burden Net wage benefit
Deutsche Mark
1990 41,969 2,906 - 7.449 § 10,355 31,614 i 33,774
1991 44,430 3,374 127 8,077 11,578 32,852 | 35,012
1992 47,000 3,466 130 8,601 12,197 34,803 37,203
1993 48,354 3,534 - 9,042 12,576 35,778 ; 38,178
1994 49,288 3,692 - 9,587 13,279 36,009 38,409
1995 50,795 3,966 2260 9,981 ¢ 14,208 36,587 38,987
1996 1 51,745 842 | - 10,499 ¢ 11,341 ¢ 40,404 41,856
as a percentage of gross wage
1990 100 6.9 - 17.8 ; 24.7 75.3 80.5
1991 100 7.6 0.3 18.2 § 26.1 73.9 78.8
1992 100 7.4 0.3 18.3 26.0 74.0 79.2
1993 100 7.3 - 18.7 § 26.0 74.0 g 79.0
1994 100 : 7.5 - 19.5 % 26.9 731 ! 779
1995 100 7.8 0.5 19.7 % 28.0 72.0 76.8
19961 100 ¢ 1.6 20.3 g 21.9 78.1 80.9
Increase from previous year in %
1991 591 16.1 o 8.4 11.8 3.9 37
1992 5.8 2.7 2.7 6.5 53 5.9 6.3
1993 29 2.0 5.1 3.1 2.8 2.6
1994 1.9 45 6.0 5.6 0.6 0.6
1995 3.1 7.4 4.1 7.0 1.6 1.5
1996 1 1.9 - 788 5.2 - 202 104 74
Additional burden of taxes and social contributions as a percentage of additional income
{change from previous year)
1991 19.0 5.1 25.5 49,7
1992 3.6 0.1 20.4 24.1 .
1993 5.0 - 96 32.6 28.0 -1
1994 16.9 - 58.3 75.2 .
1995 18.2 17.3 26.2 61.7
1996 1 -328.8 -27.4 54.5 -301.7

1 For systematic reasons and for the sake of better compar-
ability with earlier years the wage tax calculation was
based on the new tax relief for children of DM 6,264 which
was included in the relief provided by the Annual Tax Act
1996. Where the new child benefit (of DM 200 per month

Deutsche Bundesbank

and per child) exceeds the tax saving arising from this tax
relief for children, it is reflected in the last column. —
2 Only a reduced solidarity tax is payable on the relevant
income (in the transitional area).
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1991
1992
1993
1994

1995
1996
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1997 Feb.
Mar.
Apr.
May
June

July
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l. Key economic data

1. Monetary developments and interest rates

Money stock in various definitions, seasonally adjusted 1

Factors determining the money
stock, seasonally adjusted 1. 2

Interest rates

1 From lanuary 1991 including eastern Germany. Statistical alterations have
been eliminated. — 2 End-of-month level. — 3 Monthly average, calculated

from end-of-month levels; from August 1994 including money market

2. Public finance *

3. Foreign trade and payments

Bank lending to {Monetary Current Yield on listed
M3, M3, enterprises and i capital Day-to-day account Federal securities
monthly average extended3 [M22 M1 2 individuals 4 formation money credit 5 outstanding
Average annual change, in % Annual averages, in % p. a.
. . . . . 8.8 10.9 86
8.1 93 1.7 6.6 113 8.0 9.4 12.0 8.0
7.8 10.2 85 9.3 8.7 4.0 7.5 11.1 6.3
8.9 98 6.8 9.8 9.2 6.0 5.3 9.6 6.7
0.6 1.7 - 5.0 5.0 76 9.1 45 8.8 6.5
75 5.7 1.3 10.3 7.2 5.5 33 7.9 5.6
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.
8.6 89 6.4 2.2 10.9 7.1 4.8 33 7.9 5.9
8.6 7.2 5.4 0.9 8.7 6.9 4.3 33 7.9 5.7
83 6.1 4.1 0.2 6.8 6.3 5.1 3.1 7.9 5.6
8.3 6.6 35 2.7 10.4 5.6 5.1 31 7.8 5.3
7.9 5.9 34 0.2 6.1 5.8 5.0 3.1 8.0 53
7.9 6.4 4.6 4.1 10.9 79 4.8 3.1 7.8 5.2
1.7 8.6 6.3 5.2 10.9 7.6 4.3 3.1 7.8 5.1
9.1 7.7 6.9 5.2 1.0 8.2 5.0 31 7.8 49
83 7.9 7.2 5.9 12.5 8.3 44 3.2 7.7 5.1
6.7 6.4 6.9 38 7.9 8.5 4.4 31 7.8 5.2
7.0 7.2p 6.4 7.5 12.4 87 4.0 3.0 7.8 5.1
p 64ip 6.4 P 26ip 68ip 7.2ip 43 3.1 7.7 5.0
31 1.7 49

funds. — 4 Excluding the Bundesbank, including fending in the form of
securities. —5 DM 1 million and more but less than DM 5 million.

Social
Central, regional and local autharities security funds} 1Balance of payments Exchange rates 1
Capital account
Total excl. External
Financial Level Financial Current short-term Short-term value of the
Receipts Expenditure | balance of debt balance account 2 credits credits 3 Dollar rate Deutsche Mark 4
Change from previous year in % § DM billion DM billion DM/US-$ End of 1972 = 100
. . - 1218 1,173.9 131 - 300 - 208 52.0 1.66 183.1
12.8 10.0 - 1104 1,345.2 - 79 - 302 313 66.7 1.56 188.7
31 438 - 1320 1,509.1 238 - 236 174.9 - 187.9 1.65 193.4
7.0 3.8 - 106.1 1,662.1 1.1 - 334 - 596 105.0 1.62 193.4
pe 2.6 pe 29ipe - 1120 1,996.0ipe -~ 10.5 - 338 50.1 23 1.43 203.9
pe ~  20fpe - 1.0{pe - 1215ip 2,129.3ipe - 130 - 197 47.4 - 293 1.50 199.3
24 3.0 - 244 1,862.9 - 73 - 102 13.0 0.9 1.48 202.0
- 36 39 - 177 1,875.5 - 74 - 438 18.5 - 6.4 1.40 205.3
7.1 6.7 - 250 1,935.8 - 69 - 6.8 16.6 0.9 1.43 203.4
85 39 - 49 1,996.0 5.1 - 125 2.0 7.0 1.42 205.0
- 04 - 04 - 242 2,013.6 - 65 - 5.5 49 - 35 1.47 202.4
0.7 0.4 - 169 2,027.4 - 59 - 7.3 14.1 - 102 1.52 198.4
- 38 - 1.6 - 300 2,061.0 - 66 - 3.2 26.9 - 134 1.50 199.5
- 51 - 24 - 496ip 2,129.3 5.9 - 45 1.5 - 2.2 1.53 197.0
- 17 1.4 - 3201p 2,159.9 - 23 - N2 - 8.6 15.0 1.66 193.0
. . . ..ip - 155 1.71 190.3
- 8.6 9.3 1.67 192.6
- 136 105 1.70 1923
- 1.0 76 1.71 191.6
- 8.0 1.4 1.70 190.6
[3 36 1.73 188.6
1.79 185.4
Sources of the unadjusted figures: Federal Statistical Office; Federal 1 Monthly or quarterly and annual averages. — 2 Seasonally adjusted

Ministry of Finance. — * From the 1st gtr of 1991 including

eastern Germany.

6*

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 Weighted external value of the
Deutsche Mark (against the currencies of 18 industrial countries).



Period

1993
1994

1995
1996

1994 3rd qtr
4th qtr

1995 1st gtr
2nd qtr
3rd gtr
ath qtr

1996 1st gtr
2nd gtr
3rd gtr
4th qtr

1997 1st qtr
2ndqgtr P

1997 Jan.
Feb.
Mar.

Apr.
May
June P

Period

1992
1993
1994

1995
1996

1994 3rd gtr
4th qtr

1995 1st qtr
2nd gtr
3rd gtr
4th qtr

1996 1st gqtr
2nd qtr
3rd qgtr
4th gtr

1997 1st qtr
2nd gtr

1997 Feb.
Mar.
Apr.
May
June

July

4. Orders received and output *

Change from previous period in % 1

Deutsche
Bundesbank
Monthly Report
August 1997

I. Key economic data

Orders received (volume 2 ) Output
Manufacturing Manufacturing
Intermediate | Capital Durable and
Gross domestic| From the From goods goods non-durable
product 2)3  |Total German market |abroad Construction | Total industries industries goods industries | Construction
- 12 - 70 - 90 - 25 4.2 - 78 - 65 - 101 - 70 3.2
2.7 78 5.2 12.7 7.5 4.2 71 2.2 1.8 10.2
4 4
1.8 0.0 - 03 0.7 - 43 2.2 14 6.3 - 13 - 13
1.4 0.1 - 29 5.3 - 72 0.2 - 13 2.7 0.0 - 58
0.5 2.0 1.7 2.1 - 27 1.4 1.7 1.3 0.5 0.6
1.0 34 2.5 5.0 6.5 2.6 4.5 1.1 13 41
4 4
0.5 - 25 - 25 23 - 29 - 04 - 19 28 - 16 - 15
1.0 - 05 0.6 - 25 - 52 0.4 0.4 0.7 0.1 - 20
- 0.0 - 03 - 10 0.9 1.1 - 10 - 21 1.2 1.8 - 13
- 05 - 29 - 33 - 23 - 37 - 14 - 22 0.1 1.9 - 34
- 00 0.3 - 17 38 - 42 0.3 - 10 0.9 1.8 - 16.6
1.5 3.0 3.6 2.3 0.8 1.1 1.5 0.5 1.4 214
0.5 0.5 - 14 3.7 1.9 1.2 2.0 13 - 03 1.1
0.0 0.2 0.2 1.0 - 59 - 0.2 0.5 0.0 1.6 - 20
05 1.0 - 08 3.9 - 20 2.1 14 2.1 3.2 - 98
38 3.6 4.0 0.2 1.8 0.5 - 32 1.9
1.7 - 11 6.4 - 72 1.2 - 06 3.4 1.5 - 208
04 1.5 - 16 14.0 0.9 2.8 - 05 - 03 16.1
0.8 0.6 1.6 - 94 0.3 - 06 - 21 5.4 - 08
35 3.0 3.9 0.6 0.2 1.6 2.7 5.9 - 10
- 14 - 13 - 14 3.2 - 13 - 10 - 22 0.5 - 49
1.5 1.5 1.2 1.2 1.0 2.9 - 07 6.0
Source of the unadjusted figures: Federal Statistical Office. — to the nearest full or half percentage point. —

* Germany. — 1 Quarterly and monthly figures adjusted for seasonal and

working-day

variations.

Annual

figures

adjusted for

working-day

variations. — 2 At 1991 prices. — 3 Provisional. Quarterly figures rounded

4 Owing to the reorganisation of the collection procedure, the figures are
not fully comparable with those of 1994.

5. Labour market * 6. Prices ™
Germany Western Germany
Producer
Employed World market |prices
(work-place Unemployment | Short-time prices of raw |of industrial {Construction |Consumer price} Consumer price
concept) 1 Unemployed ]rate 2 workers 3 Vacancies 4 materials 1 products 2 price level 3 index index
Thousands % Thousands Change from previous year in %
35,844 2,979 7.8 653 356 - 71 1.4 6.1 5.1 4.0
35,221 3,419 89 948 280 - 33 0.2 43 4.5 3.6
34,986 3,698 9.6 372 285 3.2 0.6 2.0 2.7 2.7
34,871 3,612 9.4 199 321 - 24 1.8 21 1.8 1.7
34,460 3,965 104 277 327 8.5 - 05 - 04 1.5 1.4
34,974 3,697 9.6 219 289 6.6 0.6 1.8 27 2.6
34,980 3,606 9.4 204 319 10.1 1.3 2.2 25 25
34,974 3,538 9.2 235 319 8.7 1.7 2.3 2.0 2.0
34,902 3,558 9.3 213 328 - 20 1.9 24 1.9 1.9
34,841 3,631 9.5 140 322 - 80 1.9 21 1.7 1.6
34,755 3,736 9.7 207 317 7.2 1.4 1.7 1.8 15
34,589 3,878 10.1 372 320 - 29 -~ 02 0.8 1.6 1.4
34,561 3,929 10.3 323 337 6.2 - 06 - 01 1.6 13
34,446 3,967 104 197 327 11.5 - 06 - 03 1.5 14
34,242 4,098 10.7 217 326 20.1 - 03 - 0.6 14 14
34,053 4,271 11.2 303 326 20.6 0.7 - 04 1.7 1.7
4,333 1.3 197 332 12.9 1.2 0.6 1.5 1.5
34,055 4,281 1.2 329 330 22,6 0.6 1.7 1.7
34,070 4,277 11.2 286 338 16.7 0.7 15 1.6
34,031 4,307 1.2 239 327 93 0.9 1.4 1.3
34,006 4,365 11.4 183 331 15.2 11 1.6 1.5
4,379 1.4 168 336 14.3 14 . 1.7 1.7
4,396 115 128 335 171 . .1 18

Source of the unadjusted figures: Federal Statistical Office; Federal Labour
Office. — * Germany. Monthly figures: end-of-month figures; employed:
averages; annual and quarterly figures: averages; quarterly and monthly
figures seasonally adjusted. — 1 Provisional. — 2 As a percentage of the
total labour force (excluding the armed forces). — 3 Not seasonally adjust-
ed. — 4 Vacancies in eastern Germany not seasonally adjusted.

Sources: HWWA-Institute; Federal Statistical Office. — * Average of the
period concerned. — 1 HWWA index of raw material prices (food, drink and
tobacco, industrial raw materials, crude petroleum and coal), on a Deutsche
Mark basis. — 2 Domestic sales. — 3 Calculated by the Bundesbank on the
basis of figures provided by the Federal Statistical Office.
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Period

1989

1990
1991
1992
1993
1994

1995
1996

1993 2nd half

1994 1st half
2nd half

1995 1st half
2nd half

1996 1st half
2nd half

1997 1st half

1993 3rd gtr
4th qtr

1994 1st gqtr
2nd qtr
3rd qtr
4th qtr

1995 1st qtr
2nd gtr
3rd gtr
4th gtr

1996 1st qtr
2nd qtr
3rd qtr
4th gtr

1997 1st qtr
2nd qtr

1995 June

July
Aug.
Sep.

Oct.
Nov.
Dec.

1996 Jan.
Feb.
Mar.

Apr,
May
June

July
Aug.
Sep.
Oct.

Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May
June
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ll. Overall monetary survey

1. The money stock and its counterparts *

DM billion
I Lending to domestic non-banks Il. Net external assets 2 L. Monetary capital formation at credit insti-
from domestic sources 3
Credit institutions
Public authorities Savings
deposits
with
a period
of notice
of more Bearer
than debt
Enterprises Time 3 months |securities
and deposits  Jand bank |out-
Bundes- indi- of which Bundes- Credit for 4 years |savings standing
Total bank 1 Total viduals Total Securities |Total bank institutions| Total and more {bonds (net) 4
+ 1358 - 05 + 136.3 + 1293 + 7.0 + 33 + 363 - 18.9 + 55.2 + 1103 + 387 + 64 + 48.6
+223.1 - 02 + 2233 + 181.7 + 41.6 + 18.2 + 484 + 11.0 + 374 + 161.3 + 331 + 374 +76.9
+ 286.1 + 0.1 + 286.0 + 2593 + 26.7 - 09 - 74 + 0.2 - 76 + 154.4 + 321 +10.3 + 921
+299.9 + 5.6 +294.3 + 2479 + 464 +32.2 - 40.7 + 68.7 - 109.5 +101.5 +26.3 + 123 +41.0
+ 3339 - 59 +339.8 +2423 + 97.5 + 65.1 - 67 - 35.8 + 29.1 + 96.5 + 329 + 9.0 + 311
+ 318.9 - 1.6 + 320.5 + 256.1 + 64.4 + 383 - 141.2 + 124 - 153.6 + 166.8 + 62.1 + 15 + 735
+ 310.5 - 23 +312.8 +223.0 + 8938 - 04 - 317 + 17.6 - 492 +181.7 + 69.1 + 154 + 74.8
+ 3354 - 09 +336.3 + 254.1 + 82.2 - 33 - 19.1 - 16 - 175 + 1209 + 69.1 - 19.1 + 454
+218.6 - 1.0 + 2196 + 157.7 + 61.9 + 335 + 37.6 + 15.2 + 224 + 56.1 + 174 + 189 + 135
+ 138.0 -07 + 138.7 + 107.9 + 308 + 30.7 - 106.2 + 58 - 1120 + 658 + 31.1 - 176 + 30.8
+ 180.9 - 09 + 181.7 + 148.1 + 336 + 7.6 - 350 + 6.6 - 4.7 +101.0 + 31.0 + 19.1 + 427
+ 1122 - 08 + 113.0 + 871 + 25.9 - 4.2 - 325 + 144 - 469 +113.0 + 39.0 + 6.3 + 545
+ 1983 - 15 +199.8 + 1359 + 63.9 + 38 + 08 + 3.1 - 23 + 687 + 301 + 9.2 + 204
+ 140.8 - 0.9 + 141.7 + 943 + 47.3 + 139 - 461 + 0.2 - 464 + 66.5 + 385 - 214 + 325
+ 194.6 - +194.6 + 159.8 + 348 -173 + 27.0 - 1.8 + 289 + 544 + 30.6 + 23 + 129
+128.0 - + 128.0 + 100.9 + 27.0 + 28.1 - 915 - 2.2 - 893 + 679 + 235 - 135 + 403
+ 77.3 - 04 + 77.7 + 60.7 +17.1 + 95 - 6.2 + 246 - 308 + 223 + 8.7 + 3.0 + 9.7
+ 1413 - 06 + 1419 + 8970 + 449 + 241 + 43.9 - 94 + 53.2 + 338 + 87 + 15.9 + 3.7
+ 713 - 04 + 718 + 496 +22.2 + 22.6 - 75.0 + 1.3 - 763 + 299 +17.7 - 16.2 + 145
+ 66.7 - 03 + 67.0 + 584 + 86 + 8.1 ~ 312 + 45 - 357 + 36.0 + 135 - 14 + 164
+ 693 - 0.5 + 69.8 + 62.2 + 7.6 + 7.2 - 245 + 8.2 - 327 + 37.1 +17.0 + 0.2 + 159
+ 1115 - 04 +111.9 + B8589 + 26.0 + 04 - 106 - 16 - 90 + 639 + 14.0 + 189 + 26.8
+ 48.7 - 04 + 491 + 296 + 19.5 + 2.7 - 368 + 7.7 - 445 + 643 + 224 + 1.4 + 36.5
+ 63.5 ~ 04 + 63.9 + 5715 + 64 - 69 + 43 + 6.7 - 25 + 48.7 + 16.6 + 48 + 18.0
+ 71.8 - 0.2 + 719 + 559 + 16.0 + 4.6 - 20 + 25 -~ 46 + 37.7 + 15.0 + 14 +17.8
+126.6 -13 + 127.9 + 800 + 479 - 038 + 29 + 0.6 + 2.3 + 310 + 15.1 + 7.8 + 25
+ 823 - 09 + 831 + 450 + 38.1 + 8.1 - 486 + 1.0 - 496 + 292 +21.0 - 127 +12.9
+ 585 - + 585 + 493 + 9.2 + 5.8 + 25 - 08 + 33 + 373 + 17.5 - 87 + 19.6
+ 46.9 - + 46.9 + 481 - 13 - 88 + 111 + 0.2 + 11.0 + 200 + 15.7 - 34 + 44
+147.7 - +147.7 + 1117 + 36.1 - 85 + 15.9 - 20 + 179 + 344 + 15.0 + 57 + 85
+ 821 - + 821 + 408 +414 + 28.0 - 852 1.8 - 834 + 340 +14.3 - 6.7 + 193
+ 458 - + 458 + B60.1 - 143 + 0.2 6.4 - 05 5.9 + 339 + 9.2 - 68 +21.0
+ 273 - 0.1 + 27.3 + 326 - 53 - 52 + 66 + 2.1 + 45 + 148 + 45 + 08 + 55
+ 19.8 - 0.2 + 20.0 + 72 +12.7 - 36 - 55 - 05 - 50 + 164 + 6.6 + 06 + 8.1
+ 19.9 + 0.0 + 19.9 + 159 + 4.0 + 23 + 63 + 15 4.8 + 17.6 + 7.0 + 0.7 + 9.0
+ 321 + 0.0 + 321 + 328 - 0.7 + 5.8 - 29 + 15 - 44 + 37 + 1.4 + 0.1 + 0.8
+ 391 - 0.1 + 39.2 + 144 + 24.8 + 54 - 16.3 - 02 - 161 + 123 + 34 - 03 + 7.7
+ 451 + 0.0 + 451 + 255 + 195 + 0.7 + 15.2 + 13 + 139 + 6.2 + 5.9 + 09 - 23
+ 424 - 12 + 436 + 401 + 35 - 6.9 + 4.0 - 04 + 4.4 + 126 + 58 + 7.2 - 29
+ 21.0 - 09 + 219 - 03 +22.2 + 83 - 341 + 0.7 34.8 + 103 + 6.8 - 6.2 + 80
+ 282 - 0.0 + 282 + 168 +11.4 - 13 - 36 - 0.1 - 35 + 127 + 10.0 - 34 + 38
+ 331 - + 33.1 + 285 + 456 + 11 - 109 + 05 11.3 + 6.2 + 4.2 - 31 + 1.1
+ 32.0 - + 320 + 228 + 93 + 2.6 - 251 + 1.0 - 261 + 118 + 58 - 38 + 74
+ 108 - + 108 + 10.6 + 0.2 - 041 + 64 - 25 + 89 + 154 + 6.6 - 23 + 82
+ 156 - + 156 + 159 - 03 + 33 + 21 + 06 + 205 + 101 + 50 - 26 + 4.1
+ 119 - + 119 + 114 + 05 - 63 + 1.0 - 27 + 37 + 58 + 7.4 - 2.1 - 08
+ 163 - + 16.3 + 170 - 07 + 3.1 + 34 + 0.5 + 29 + 6.1 + 56 - 15 + 1.2
+ 186 - + 18.6 + 197 - 11 - 56 + 68 + 24 + 43 + 81 + 2.6 + 0.1 + 40
+ 46.0 - + 46.0 + 16.7 +29.3 + 4.8 - 98 + 0.6 -~ 105 + 89 + 43 + 0.7 + 2.6
+ 50.1 - + 50.1 + 273 + 227 - 25 - 05 + 14 - 19 + 148 + 54 + 05 + 7.0
+ 51.7 - + 51.7 + 676 - 15.9 - 108 + 26.2 - 41 + 303 + 10.7 + 5.2 + 45 - 11
+ 11.7 - + 11.7 - 60 +17.7 +17.2 -~ 488 - 04 - 485 + 74 + 49 - 55 + 59
+ 33.1 - + 33.1 + 235 + 96 + 28 ~ 108 - 1.2 - 96 + 17.0 + 5.0 - 1.7 + 1.1
+ 374 - + 374 + 233 + 141 + 7.8 - 255 - 02 - 253 + 95 + 43 + 05 + 23
+ 126 - + 126 + 155 - 29 - 15 - 83 - 03 - 8.0 + 114 + 5.0 - 38 + 76
+ 239 - + 239 + 174 + 65 + 29 - 15.0 + 0.8 - 158 + 98 + 36 - 19 + 65
+ 93 - + 93 + 212 -17.9 - 1.2 + 17.0 - 1.0 + 179 + 12.8 + 0.7 - 11 + 7.0

* The data in this survey are based on the "Consolidated balance sheet of
the banking system" (Table il. 2), from July 1990 including east German
credit institutions; statistical alterations have been eliminated. The figures
for the latest date are always to be regarded as provisional; subsequent
alterations, which will appear in the following Monthly Report, are not

8*

specially marked. — 1 See Table lll. 1. — 2 Comprising short, medium and
long-term items including external securities transactions, and also
including development aid loans granted by the Reconstruction Loan
Corporation. — 3 Excluding time deposits for less than 4 years and
excluding savings deposits at three months notice. — 4 Net of balance of
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II. Overall monetary survey

tutions VI. Money stock M3 Memorandum items
(Balance: | plus If less Ill less IV less V)
Money stock M2
Money stock M1 Bundes-
bank
Domestic Money liquidity
\v. Federal Domestic |{non- stock M3, [paper
Govern- non-banks’ | banks’ extended, }(“Bulis”)
ment’s Domestic  |time savings plus pur-
deposits non- deposits  [deposits {Money money chased by
Capital in the Currency }banks’ for less at three stock M3, jmarket domestic
and banking }V. Other in circula- |sight than months'  |monthly {funds non-banks
reserves 5 system 61 factors 7 | Total Total Total tion 8 deposits |4 years {notice9 laverage 10|11 pe, 12
+ 16.6 + 33 - 7.9 + 66.3 + 80.8 + 24.0 + 43 +19.7 + 56.7 - 145 + 54.8 +103.3 -
+14.0 + 123 + 311 + 66.9 +117.6 + 44.5 + 11.6 + 32.8 + 73.1 - 50.7 + 61.2 + 96.3 -
+ 19.9 - 64 + 35.1 + 95.7 + 9438 +17.7 + 133 + 43 +77.2 + 08 + 893 +115.0 -
+21.9 ~-123 + 529 +117.1 + 109.7 + 63.3 +29.8 + 334 + 46.5 + 74 +131.7 +171.2 -
+ 234 + 13.1 + 314 + 186.2 +121.2 + 55.2 + 115 +43.8 + 66.0 + 65.0 +147.8 +226.5 + 0.4
+29.7 - 10.0 - 111 + 319 - 355 + 38.9 + 139 + 25.0 - 744 + 675 + 66.4 + 87.8 + 0.1
+ 224 - 038 + 119 + 86.1 - 158 +61.2 + 11,6 + 49.7 - 77.0 +101.9 + 664 + 70.7 - 0.2
+ 255 4.5 + 16.9 +174.0 + 57.3 +99.9 + 93 + 90.5 - 42.6 +116.8 + 156.4 + 137.9 -
+ 64 - 44 + 308 + 173.7 +125.1 + 939 + 169 +77.0 +31.2 + 48.6 +121.2 + 163.8 - 15
+215 - 10.0 -199) - 41} - 291 - 230 + 28 - 258 - 61] + 250] + 486] + 460 + 0.0
+ 82 - 01 + 88 + 36.1 - 64 + 619 + 1.1 + 50.7 ~ 68.3 + 425 + 17.8 + 418 + 0.1
+13.3 + 1.6 + 15.7 - 50.6 - 80.1 - 36.6 - 2.7 - 339 - 435 + 29.5 - 25.6 - 155 - 02
+ 9.1 - 24 - 38 + 136.7 + 644 + 979 + 143 + 83.6 - 335 + 723 + 92,0 + 86.2 =
+ 16.9 - 19 + 171 + 13.0 - 46.2 - 204 + 1.0 - 21.5 - 258 + 59.2 + 52.3 + 456 -
+ 8.6 + 6.4 - 0.2 + 161.0 + 1035 +120.3 + 83 +112.0 - 168 + 57.6 + 104.1 + 923 -
+17.6 - 55 + 6.4 - 324 - 57.8 - 452 - 1.2 - 440 - 126 + 254 + 23.0 -
+ 09 0.1 + 30.1 + 18.7 + 1338 + 127 + 43 + 84 + 11 + 49 + 21.0 + 279 - 03
+ 55 - 43 + 0.6 + 155.0 +111.3 + 81.2 + 126 + 68.6 + 30.1 + 437 + 100.2 + 135.9 - 12
+ 14.0 - 75 - 74 - 187 - 356 - 52.0 + 2.7 - 547 + 16.4 + 17.0 + 388 + 394 + 04
+ 75 - 25 - 125 + 145 + 6.5 +29.0 + 0.0 + 29.0 - 22.5 + 8.0 + 98 + 6.6 - 04
+ 4.0 + 5.2 + 221 - 19.6 - 307 - 09 + 3.6 - 45 -29.8 + 1.1 - 10.6 - 101 + 0.4
+ 4.2 - 53 - 133 + 55.7 + 242 + 62.7 + 76 + 55.2 - 385 + 314 + 283 + 520 - 03
+ 4.0 + 1.2 + 49 - 584 - 747 - 58.6 - 41 - 546 - 16.0 + 16.2 - 286 - 248 - 0.2
+ 93 + 0.4 + 108 + 79 - 55 +22.0 + 1.3 + 20.7 - 275 + 133 + 30 + 9.2 -
+ 35 - 24 +17.2 + 17.2 - 23 + 9.2 + 35 + 5.6 - 115 + 19.6 + 133 + 44 -
+ 56 + 0.0 - 21.0 +119.5 + 66.7 + 88.7 + 10.8 +77.9 - 22.0 + 52.8 + 787 + 81.8 -
+ 8.1 - 03 + 9.1 - 44 - 46.2 - 435 - 2.2 -413 - 27 + 4.8 + 34.7 + 304 -
+ 88 - 15 + 79 + 174 + 00 + 231 + 33 + 19.8 - 231 + 173 + 17.6 + 15.2 -
+ 34 + 02 +19.9 + 18.0 + 49 +13.2 + 1.7 + 11.5 - 82 + 131 + 200 - 65 -
+ 53 + 6.2 - 200 + 143.0 + 98.5 +107.1 + 6.6 +100.5 - 86 + 445 + 84.2 + 98.8 -
+ 7.1 - 64 + 15.8 - 464 - 68.2 - 69.1 - 05 - 685 + 09 + 218 + 191 + 204 -
+ 10.5 + 08 - 94 + 141 10.4 + 23.8 - 07 + 245 - 134 + 37 + 39 -
+ 3.9 + 05 + 229 - 44 2.9 + 53 + 1.2 + 4.1 - 151 + 55 + 0.6 + 55 -
+ 1.2 - 44 + 2.1 + 02 - 6.0 + 1.0 + 0.1 + 09 - 6.9 + 6.2 - 85 - 20 -
+ 09 - 0.2 - 38 + 126 + 6.6 - 11 + 1.1 - 22 + 7.7 + 6.0 + 98 + 19 -
+ 14 + 2.1 + 18.9 + 44 - 30 + 93 + 23 + 7.0 -123 + 74 + 120 + 486 -
+ 15 - 21 + 63 + 63 - 39 + 9.0 - 09 + 99 - 13.0 + 103 + 14 + 71 -
+ 1.6 + 1.0 + 8.0 + 451 + 357 + 454 + 5.0 + 404 - 97 + 94 + 249 + 232 -
+ 25 + 1.1 - 354 + 680 + 34.9 + 34.3 + 6.7 + 276 + 07 + 331 + 524 + 514 -
+ 1.7 - 21 + 0.4 - 218 - 401 - 503 - 6.8 - 435 + 10.2 + 183 + 244 + 25.0 -
+ 23 + 1.1 - 73 + 18.0 + 34 + 638 + 13 + 54 - 34 + 14.6 + 63 - 02 -
+ 40 + 06 + 16.0 - 06 - 95 + 0.0 + 3.2 - 3.2 - 95 + 89 + 40 + 56 -
+ 23 - 17 - 77 + 47] - 32 + 75 + 09 + 66 -106}) + 791 + 357 + 47
+ 29 - 00 - 55 + 74 + 21 + 3.7 + 26 + 1.2 - 16 + 53 + 125 + 95 -
+ 36 + 02 +21.2 + 5.2 + 11 + 11.9 - 0.1 +12.0 -10.8 + 4.1 + 17 + 1.0 -
+ 1.3 - 00 + 76 - 05 - 42 - 25 + 07 - 32 - 16 + 3.6 + 06 - 58 -
+ 07 - 0.2 + 4.2 + 9.7 + 45 + 2.2 + 08 + 14 + 23 + 52 + 95 - 15 -
+ 13 + 04 + 80 + 88 + 46 + 135 + 0.2 + 13.3 - 889 + 4.3 + 99 + 07
+ 1.2 + 0.1 + 16.7 + 105 + 3.8 + 115 + 1.0 + 105 - 1.7 + 6.7 + 71 + 81 -
+ 19 + 0.6 - 16 + 358 + 299 + 40.3 + 33 + 371 - 104 + 59 + 224 + 283 -
+ 2.2 + 5.6 - 35.1 + 96.7 + 64.7 + 55.3 + 24 + 529 + 95 + 32.0 + 547 + 624 -
+ 2.0 - 65 + 49 - 43.0 56.1 - 69.2 - 38 65.4 + 131 + 1341 + 37.2 + 335 -
+ 26 - 0.1 + 34 + 18 - 50 - 03 + 11 - 14 - 48 + 69 - 122 - 90 -
+ 24 + 02 + 75 - 53 7.0 + 04 + 2.2 1.8 - 74 + 18 - 59 - 4.2 -
+ 26 + 04 - 71 - 04 - 21 + 1.7 - 07 + 2.3 - 3.7 + 17 - 106 - 52 -
+ 16 - 05 14.7 + 144 + 12.0 + 8.6 0.6 + 8.0 + 33 + 24 15.5 5.0 -
+ 6.3 + 0.9 124 + 04 + 05 + 135 - 0.6 + 14.2 -13.0 - 04 - 09 -
transactions with non-residents. — 5 Including the capital and reserves of items in course of settlement, in profit and loss accounts, and in interbank
the Bundesbank. — 6 Sight deposits and time deposits for less than 4 years. assets and liabilities. — 8 Excluding credit institutions’ cash in hand, but
Up to December 1993 central bank deposits of domestic public author- including DM notes and coins held abroad. — 9 Until June 1993 savings

ities. — 7 Balance of the remaining items of the consolidated balance sheet deposits at statutory notice. — 10 and 11 : See footnotes 10 and 11 to
of the banking system; changes are chiefly due to fluctuations in intra-bank Table II. 2. — 12 Included in “Other factors”.
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Period

1989

1990
1991
1992
1993
1994

1995
1996

1993 2nd half

1994 1st half
2nd half

1995 1st half
2nd half

1996 1st haif
2nd half

1997 1st half

1993 3rd qtr
ath qtr

1994 1st gtr
2nd gtr
3rd qtr
4th qgtr

1995 st gtr
2nd qtr
3rd gtr
4th qtr

1996 1st qtr
2nd qgtr
3rd gtr
4th qtr

1997 1st qtr
2nd gtr

1995 June

July
Aug.
Sep.
Oct.
Nov.
Dec.

1996 Jan.
Feb.
Mar.

Apr.
May
June

July
Aug.
Sep.
QOct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May
June



End of year
or month

1992
1993
1994

1995
1996

1996 jtune

July
Aug.
Sep.

Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May
June

End of year
or month
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1993
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1995
1996

1996 June

July
Aug.
Sep.
Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May
June
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Il. Overall monetary survey

2. Consolidated balance sheet of the banking system *
Assets

DM billion
Lending to domestic non-banks
Bundesbank Credit institutions
Public authorities Post office, Teiekom Enterprises
Advances, Advances,
Treasury Treasury
biils and bills and
Domestic Treasury Treasury Domestic
Total non-banks, discount Equalisation discount non-banks,
assets Total total Total paper Securities 1 {claims Total paper Securities 1 |total Total
4,504.5 3,497.5 19.3 13.0 45 5.7 8.7 03 - 0.3 3,478.2 2,739.0
5,001.7 3,839.8 13.4 131 - 4.4 8.7 03 - 0.3 3,826.4 2,986.0
5.277.8 4,149.0 11.9 11.6 - 2.9 8.7 03 - 0.3 4,137.2 3,210.9
5,695.7 4,446.5 9.6 9.5 - 0.8 87 0 - 0.1 4,436.9 3,369.4
6,170.9 4,781.7 8.7 8.7 - ~ 8.7 - - - 4,773.1 3,624.4
5,884.3 4,588.6 8.7 8.7 - 0.0 8.7 0.0 - 0.0 4,580.0 3,460.9
5.874.8 4,600.1 8.7 8.7 - 0.0 8.7 0.0 - 0.0 4,591.4 3,471.9
5,902.9 4,616.5 87 8.7 - 0.0 8.7 0.0 - 0.0 4,607.8 3,489.1
5,947.0 4,634.6 8.7 8.7 - 0.0 8.7 0.0 - 0.0 4,625.9 3,508.8
59754 4,680.5 87 8.7 - 0.0 8.7 0.0 - 0.0 4,671.8 3,525.4
6,067.6 4,730.8 8.7 8.7 - - 8.7 - - - 4,7221 3,553.0
6,170.9 4,781.7 8.7 8.7 - - 8.7 - - - 4,773.1 3,624.4
6,179.9 4,793.1 8.7 8.7 - - 8.7 - - - 4,784.4 3,617.1
6,252.4 4,826.7 8.7 8.7 - - 8.7 - - - 4,818.1 3,641.3
6,303.4 4,863.9 8.7 8.7 - - 8.7 - - - 4,855.2 3,664.3
6,330.8 4,877.0 8.7 8.7 - - 8.7 - - - 4,868.3 3,680.3
6,349.4 4,900.5 8.7 8.7 - - 8.7 - - - 4,891.8 3,697.3
6,420.2 4,910.3 8.7 8.7 - - 8.7 - - - 4,901.7 3,725.1
Liabilities
DM billion
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 Money
tion {ex- of which | non-banks’ stock M3,
cluding Enter- Enter- savings Money extended,
credit prises prises deposits  |stock plus
institutions’ and and atthree  {M3, money
Total cash indi- Public au- indi- months’ |{monthly market
liabilities Total Total Total in hand) 7 | Total viduals 2 ]thorities 8 | Total viduals2 |notice9 |average 10 |funds 11
4,504.5 1,718.7 1,196.5 669.6 200.5 469.1 440.7 28.4 527.0 469.7 522.2 1,685.1 1,908.7
5,001.7 1,906.7 1,319.2 7263 2120 514.3 486.2 28.2 592.9 531.0 587.4 1,834.4 2,1325
5,277.8 1,937.0 1,282.7 764.1 225.9 538.2 507.9 30.3 518.6 462.2 654.3 1,900.5 2,2145
5.695.7 2,007.4 1,257.7 816.1 2375 578.6 549.3 29.3 4416 396.5 749.7 1,950.9 2,266.8
6,170.9 2,181.8 1,315.9 916.9 246.8 670.1 639.9 30.2 399.0 362.9 865.8 2,107.2 2,409.4
5.884.3 2,020.8 1,212.3 796.4 2385 557.9 534.5 234 4159 3785 808.5 2,003.2 2,317.2
5.874.8 2,019.9 1,207.7 793.5 239.2 554.3 531.8 225 414.2 378.9 812.2 2,003.7 2,310.7
5.902.9 2,029.7 1,212.3 795.7 240.0 555.7 531.7 24.0 416.5 380.3 817.4 2,013.0 2,308.8
5,947.0 2,039.0 1,217.2 809.5 240.2 569.4 546.2 23.2 407.6 371.9 8218 2,023.0 2,310.1
5,975.4 2,049.6 1,221.0 821.0 241.2 579.8 554.9 24.9 399.9 368.1 828.7 2,030.6 2,318.6
6,067.6 2,084.9 1,251.1 861.5 2445 617.1 591.0 26.1 389.5 357.8 833.9 2,052.9 2,346.7
6,170.9 2,181.8 1,315.9 916.9 246.8 670.1 639.9 30.2 399.0 362.9 865.8 2,107.2 2,409.4
6,179.9 2,139.2 1,260.3 848.2 243.0 605.2 581.6 235 412.1 377.3 879.0 2,144.7 2,444.5
6,252.4 2,141.2 1,255.7 848.4 244.1 604.2 580.6 23.7 407.3 3715 885.6 2,132.9 2,437.6
6,303.4 2,135.9 1,248.5 848.6 246.3 602.3 579.6 227 3999 364.5 887.3 2,127.0 2,433.2
6,330.8 2,135.3 1,246.8 850.6 245.6 605.0 581.6 233 396.1 363.8 888.5 2,116.3 2,427.6
6,349.4 2,149.8 1,258.6 859.2 246.2 612.9 588.3 247 399.5 361.8 891.2 2,131.5 2,433.0
6,420.2 2,150.3 1,259.6 873.1 245.6 627.5 602.9 24.6 386.4 351.0 890.8 2,131.0

* Consolidated statistical balance sheet of the credit institutions (excluding
assets and liabilities of foreign branches and of building and loan associa-
tions), including the Bundesbank (see Tables lil. 1 and IV. 1 and 2), from June
1990 including east German credit institutions. The figures for the latest
date are always to be regarded as provisionai; subsequent alterations, which
will appear in the following Monthly Report, are not specially marked. —
1 From lanuary 1995 the securities issued by the Federal Railways Fund are
recorded under public authorities. — 2 Including Federal Railways and
Federal Post Office and Telekom. — 3 Including Treasury bills and Treasury

10*

discount paper of Federal Railways and Federal Post Office. — 4 Including
Treasury bills and Treasury discount paper of the Federai and Lander
Governments, exciuding liquidity paper. — 5 Including the working capital
put at the disposal of foreign branches. — 6 Including counterpart of coins
in circulation. — 7 Including DM notes and coins held abroad. — 8 Excluding
Federal Government's deposits (see footnote 13). — 9 Until June 1993
savings deposits at statutory notice. — 10 Money stock as a monthly average
of five bank-week return days (end-of-month levels included with a weight
of 50%). — 11 Money stock M3 plus domestic non-banks’ deposits with
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External assets
and individuals 2 Public authorities
Medium Medium Credit
Short- and Short- and Equalisa- Bundes- insti- Other End of year
term 3 long-term |Securities {Total term 4 long-term |Securities jtion claims {Total bank tutions 5 assets 6 or month
571.2 2,077.2 90.6 738.3 26.0 501.7 147.2 64.3 794.1 144.0 650.1 2129} 1992
544.2 2,307.6 134.2 840.4 19.0 552.6 193.5 753 950.4 122.8 827.6 211.5F 1993
549.1 2,458.7 203.2 926.2 34.4 593.1 230.5 68.1 901.0 116.0 785.0 227.81 1994
584.0 2,592.6 192.9 1,067.5 313 730.5 234.4 71.3 990.9 123.3 867.7 258.31 1995
617.2 2,801.3 205.9 1,148.7 451 7911 231.3 81.3 1,109.0 121.0 988.0 280.21 1996
596.6 2,665.3 199.1 1,119.0 41.2 745.9 248.5 83.4 1,030.0 123.9 906.1 265.6§ 1996 June
582.6 2,686.9 202.4 1,119.5 44.0 751.7 2422 81.7 1,015.0 120.9 894.2 259.6 July
585.3 2,704.1 199.8 1,118.8 321 759.7 2453 81.7 1,022.3 121.6 900.7 264.1 Aug.
594.6 2,715.5 198.7 1,1171 29.6 766.0 239.7 81.8 1,038.6 123.0 915.5 2738 Sep.
593.4 2,732.0 200.1 1,146.4 47.9 772.2 2445 81.8 1,029.4 123.8 905.6 265.5 Oct.
593.8 2,752.0 207.1 1,169.1 56.6 788.9 242.0 81.6 1,065.5 124.7 940.8 2713 Nov.
617.2 2,801.3 205.9 1,148.7 45.1 791.1 231.3 813 1,109.0 121.0 988.0 280.2 Dec.
596.5 2,808.4 212.2 1,167.3 50.0 788.4 249.4 79.5 1,106.4 120.7 985.7 280.4} 1997 Jan.
601.7 2,819.2 2204 1,176.8 54.2 792.4 252.1 78.1 1,139.6 119.9 1,019.6 286.1 Feb.
608.1 2,828.3 227.9 1,190.9 56.9 795.6 260.1 78.3 1,154.9 119.1 1,035.7 284.6 Mar.
599.6 2,846.2 2346 1,188.0 44.2 806.8 258.6 78.4 11717 118.9 1,052.8 282.1 Apr.
603.5 2,859.1 234.7 1,1945 42.8 811.2 261.5 79.0 1,167.6 119.7 1,047.9 281.3 May
622.5 2,871.6 231.0 1,176.6 26.2 810.8 260.2 79.3 1,223.6 119.1 1,104.5 286.2 June
Domestic non-banks’ monetary capital External liabilities
with credit institutions
Bundes-
bank
liquidity Savings
paper Federal Time deposits
(*Bulis”) jGovern- deposits with Bearer
purchased |ment’s for 4years |a period debt
by do- deposits and more |of notice securities Credit Excess
mestic in the (incl. loans |of more Bank out- Capital insti- of inter-
non-banks | banking onatrust jthan savings standing {and Bundes- |tutions bank Other End of year
pe, 12 system 13 |Total basis) 3 months |{bonds (net) 14 reserves 15] Total bank 16 17 liabilities {liabilities or month
- 0.4 1,988.5 564.3 248.6 240.0 696.0 239.5 456.0 29.2 426.8 23.7 317.3] 1992
0.1 13.5 2,146.1 603.1 272.0 219.1 789.8 262.1 536.4 42.4 494.0 28.0 371.1} 1993
0.2 3.0 2,338.1 669.5 286.2 206.9 889.3 286.3 613.5 26.7 586.7 17.4 368.9f 1994
- 2.2 2,561.3 726.1 296.4 227.4 1,002.6 308.8 710.3 19.0 691.3 131 401.4§ 1995
- 6.7 2,745.0 796.6 277.2 227.8 1,108.5 334.9 780.5 18.3 762.2 12.7 444.4] 1996
- 0.3 2,660.3 765.8 281.5 221.1 1,065.6 326.2 7611 185 741.5 13.9 427.9} 1996 June
- 0.3 2,671.6 773.2 279.1 221.5 1,070.3 327.6 741.3 19.2 722.2 11.4 430.3 July
- 0.0 2,684.4 778.9 276.8 222.2 1,078.2 328.3 738.1 19.4 718.7 1241 4385 Aug.
- 0.4 2,693.9 781.5 275.6 2228 1,084.4 329.6 743.7 18.7 725.0 9.1 460.9 Sep.
- 0.5 2,707.9 785.8 274.7 224.3 1,092.4 330.8 739.6 18.9 720.7 16.1 461.6 Oct.
- 1.1 2,729.0 791.2 2741 226.1 1,104.9 332.6 769.6 18.5 751.0 1.8 471.2 Nov.
6.7 2,745.0 796.6 277.2 227.8 1,108.5 3349 780.5 18.3 762.2 12.7 4444 Dec.
- 0.2 2,760.4 801.6 271.0 2284 1,122.5 336.9 816.5 185 798.0 13.3 450.31 1997 Jan.
- 0.1 2,781.4 806.6 269.3 228.7 1,137.2 339.5 854.6 18.9 835.7 17.0 458.2 Feb.
- 03 2,799.2 8109 268.6 229.9 1,149.3 340.6 886.1 18.1 868.0 5.7 476.2 Mar.
- 0.7 2,809.8 8146 264.7 230.5 1,156.8 343.2 911.2 18.2 893.1 114 462.4 Apr.
- 0.2 2,820.2 818.1 261.9 231.2 1,164.2 344.9 9215 18.3 903.1 5.8 4519 May
- 1.1 2,834.8 818.4 260.0 231.9 1.173.4 351.1 956.4 18.6 937.8 0.5 477.0 June

domestic credit institutions’ foreign branches and foreign subsidiaries, and
bearer debt securities outstanding with maturities of less than two years;
expressed as average of two end-of-month levels; from August 1994
including domestic and foreign money market funds in the hands of
domestic non-banks (adjusted for domestic money market funds' bank
deposits and bank debt securities for less than two years). — 12 Included in
“Qther liabilities”. — 13 Sight deposits and time deposits for less than
4 years. Up to December 1993 central bank deposits of domestic public

authorities. — 14 Amount outstanding after deducting credit institutions’
holdings of their own and other credit institutions’ bonds. Including bank
debt securities held by banks and non-banks abroad. — 15 Bundesbank and
the credit institutions. After deduction of the asset items: unpaid capital,

own shares and participating interests in domestic credit institutions. —

16 Including liquidity paper sold to foreign parties and including
counterpart of special drawing rights allocated. — 17 Including the working
capital of the branches of foreign banks.

1=



1994 1st gqtr
2nd qtr
3rd gqtr
4th qtr

1995 st gqtr
2nd qtr
3rd gtr
4th gtr

1996 1st qtr
2nd qgtr
3rd qtr
4th gtr

1997 1st qtr
2nd qtr

1996 Jan.
Feb.
Mar.

Apr.
May
June
July
Aug.
Sep.
Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.
Apr.
May
June

July pe

Deutsche
Bundesbank
Monthly Report
August 1997

fl. Overall monetary survey

3. Central bank money requirements of banks and
liquidity policy measures of the Bundesbank *

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

* From July 1990 data including eastern Germany, from February 1992
including the Deutsche Bundespost Postbank. — 1 From March 1978
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 t. — 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 vaiues, excluding foreign

12*

I. Provision (+) or absorption (-) of central bank balances by Il. Lasting provision (+) or
Open
opera-
1. Changes in central bank (net
money {increase: -) 2. Current transactions sales: -)
Re-
Foreign |{Change course
exchange |in to
inflows domestic Change {Changes |unused [in long-
Minimum {Memo  ito (+) or |non-banks’|{"Float" |Change in in refinan- [term
reserves |item outflows |net balances|in pay- [in minimum {refinan- |cing debt
on Central (from () |with ments “excess reserve cing facilit-  jsecurities
Currency domestic | bank the the with the [balances" Total ratios8  jfacilities 9 Jies (*outright
in cir- liabilit- money Bundes- |Bundes- Bundes- {(reduc- |Other (1.1 (in- (reduc- (reduc-  Itrans-
Tota! culation 1 ies 2 3,4 bank 5 bank 6 bank tion: +) |factors7 |plus.2) lcrease:-) |[tion:-) tion: +) jactions”)
- 5.8 - 45 - 13 9.1 | - 28 - 29} - 04+ 04} - 44} - 1591+ 128+ 45} - 201+ 04
- 95 - 531 - 42 997 + - 211§ - 174+ 041 - 011 - 26|~ 1551+ 71|+ 451 -1021]+ 75
- 79 - 411 - 38 M5 |+ 831 + 771 - 081+ 034 - 481+ 281 - 441+ 07+ 72)~ 66
-10.9 - 661 - 43 1145 1 + 841 + 521+ 03}1- 091- 411- 21¢+ 82|+ 65|~ 554§~ 07
-141 13 - 871 - 54 1299 { + 203 ; - 261+ 11+ 011 - 45|+ 03)- 181+ 44]- 02]+ 38
- 7.8 - 521 - 25 1402 | - 521 + 371 - 0t ]~ 00}~ 49|~ 143}~ 32!+ 51|+ 97]|- 19
- 65 - 42 - 23 1367 1 - 246 | + 06 - 07} + 04|- 791 - 388 |+ 105{+ 1211 - 14} + 13
- 27 + 02!~ 29 1357 | - 31 ] + 141+ 021+ 027 - 99|~ 1411+ 41{+ 511+ 13]+ 00
- 75 - 431 - 31 1380 { + 1.7 - 391 - 131+ 021 -121~- 2191+ 54{+ 77}- 35+ 18
-10.1 - 73} - 28 1481 1 - 20| + 143+ 06} - 01]-100{- 20|- 02i- 07}+ 33|+ 24
- 71 - 46 - 2.6 1552 | - 39 | + 1.1 + 01 - 0ty -120) - 2191 - 041} + 78{ - 10] - 35
- 6.6 - 39 | - 2.7 1618 | - 07 | - 4.1 + 04§ - 01 - 143 | - 255} + 01 + 33/ - 311- 03
-13.1 - 861 - 45 167.7 1 + 87 - 051+ 041+ 011 - 821 - 1261+ 741 - 5611+ 421+ 11
~15.5 - 151 - 41 1887 | + 387 | + 1448+ 101 - 01}~ 95|+ 160{- 6t1- 76|+ 01 - 07
-18.6 - 154 { - 32 2072 | - 306 | + 211+ 271+ 01({-108|~- 5.1+ 02+ 04}+ 09|+ 05
- 94 - 661 - 27 2166 | - 200 | - 251+ 064{- 02;-115}- 429{- 01|+ 75}- 051} - 05
-296 - 1420 - 1544 2461 |+ 991 - 167 [+ 10| - 12 -142]- 508]- 02|+ 252]- 05/}+ 01
-20.2 - 134§ - 68 2663 {1 + 111+ 921 - 341+ 06| -156|- 284}~ 01{- 76|~ 201+ 06
- 387 - 241} - 146 3050 | + 636 1+ 1551 - 211+ 02} -219|+ 166 - 09{- 155+ 20|+ 15
- 215 - 142 - 73 2943 { - 166 | - 921 - 231+ 04} -170}~- 6621+ 3261+ 01 |- 42 - 13
- 15.0 - 135 - 1.5 2809 { + 63 | + 641 - 37§ - 00} - 251 - 311 + 295§ - 01 + 271 - 14
- 98 - 102 | + 04 27119 1+ 9.0 | + 0.1 1.1 00} - 2581~ 276 |+ 196+ 00]+ 03[- 19
-14.3 126 { - 17 2862 { + 0.0 | - 01i- 04}]- 00 MO}~ 257 - 041+ 01|+ 04| - 14
+ 34 + 301+ 04 2625 1 + 21 | + 641+ 011+ 02| -155{~- 321+ 299{- 02]- 04]- 04
- 438 - 411 - 06 2672 | + 50| - 021+ 011+ 021~ 211~ 17}- 01){- 03|+ 26|- 02
- 1.6 - 18|+ 02 2688 { + 6.0 1 + 04 ¢+ 021+ 00}~ 281+ 22}+ 00|- o01}+ 031}- 04
- 121 - 106} - 15 2809 | - 67 | - 02 - 41}- 05{- 47| - 284}~ 03}|+ 04|+ 02}- 03
+ 7.3 + 601+ 14 2736 { - 181 + 02¢- 01|+ 05}~ 15|+ 47]- 01|+ 02{+ 12]- 04
- 24 - 221 - 02 2760 | + 6.2 - 017+ 041+ 01)- 46|~ 04}- 01|+ 01]{+ 01]- 05
- 2.2 - 211~ 01 2594 1 + 31} + 02]1- 03} - 02}-146{- 1411+ 200+ 00]+ 05 - 02
-125 - M8 - 07 219 |+ 15 - 02}~ 10!- 04- 51|- 178]- 02{- o02}- 15}- o8
+ 25 + 34| - 09 2694 1 + 10} + 021+ 111+ 05]- 10{+ 43!+ 00{- 00|+ 061 - 14
- 45 - 451+ 00 2739 1 - 09 | + 00}~ 051~ 01}]- 26|- 86)- 05|+ 01+ 08 -
- 2.0 - 181 - 01 2758 {1 - 04 | + 001 - 00} + 01|~ 22{- 44|+ 03]~ 01|+ 01 -
~10.4 - 96 - 08 2862 | + 04| - 03{- 10}j- 06}~ 52}~ 170f- 03{+ 00| - 12 -
+ 4.0 + 47 (- 07 2822 1 - 371+ 021+ 10+ 02]- 13}]+ 04 01f- 03]+ 13 -
- 05 - 051 - 00 2827 | + 06| + 00} - 04+ 04}|- 30}~ 28 03} - 02]+ 03 -
+ 4.1 + 491 - 08 2678 | - 08| + 021+ 111+ 06}- 07|+ 44)- 02{- 00}{+ 04]- 09
+ 03 + 041 - 00 2675 ; + 101} - 00 ¢+ 0171+ 00|+ 08|+ 221+ 02i- 00|+ 03]{- o5
- 1.9 - 19i- 01 2694 | + 0.8 ] + 00} - 00} - 01}- 10]- 23}{+ 00+ 00! - 02 -
- 27 - 271+ 01 2721 1+ 08 ] + 00} - 051+ 01} - 09 3.1 0t {1+ 00]- 04 -
- 14 - 14( - 00 2735 1 - 10§ - 0.0 0241~ 01}~ 11}- 341- 03]+ 00} + 12 -
04 041 + 00 2739 | - 07 | + 00} - 02f- 01]~ 06 20 - 01§+ 01|+ 01 -
- 1.5 - 151+ 01 2754 | + 08| - 011+ 021+ 01 071~ 12|+ 01|- 00]+ 02 -
- 0.2 - 02]- 100 2756 1 - 29 | + 011+ 021+ 00f- 09|{- 36|+ O01f+ 00|+ 02 -
- 03 - 01§~ 02 2758 ; + 171+ 00 - 04 -{- 071+ 04|- 00}- 01]- 02 -
- 08 - 07 0.1 2766 | + 1.9 | - 00+ 011+ 00/~ 16}- 04]- 00}~ 00 0.5 -
- 0.7 - 06§~ 02 2774 | + 081 - 014+ 00} - 01{~- 08(- 09]- 01i- 00| - o0 -
- 88 - 84} - 05 2862 | - 23 021 - 12 05} - 28| - 157 {- 011+ 01]- 07 -
+ 52 + 651 - 13 281.1 23] + 011+ 16+ 05} - 111+ 40]- 00]- 01f- 01 -
+ 1.0 + 061+ 05 2800 { - 03 - 00} - 021+ 01+ 07]+ 13|+ 01t]- 01|+ 11 -
- 22 - 231+ 01 282.2 114+ 00}- 03]~ 04}- 09|- 48] - 02]- 02|+ 03 -
+ 1.1 + 091+ 02 2812 i + 03] - 001+ 031+ 04]- 15{+ 05}- 02}- 00|+ 02 -
- 19 - 181 - 00 2830 { + 03] - 00 - 01} - 01}~ 09)- 271+ 00}- 01|+ 01 -
+ 03 + 05] -~ 02 2827 1+ 00} + 01§ - 06} + 01 061 - 06}- 02|~ 01]- 00 -
- 1.2 - 12i+ 00 2839 1 - 214 - 001+ 071+ 001- 061- 33/- 001- o00l+ 00 ~

exchange swaps and foreign exchange repurchase agreements. —
6 Including Federal balances, shifted temporarily to the credit institutions
(see footnote 14). — 7 Balance of items in the Bundesbank Return not
specified here; changes result mainly from ongoing entries to the
Bundesbank’s profit and loss account (excluding profit transfers to the
Federal Government, which are shown separately), in March 1994 primarily
affected by the lowering, and in August 1995 by the abolition, of the
deductibility of credit institutions’ cash balances when complying with
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absorption {-) by IV. Meeting of remaining deficit (+) Memo items
or absorption of surplus {(-) by Average level during month 4
market
tions Offsetting the banks’
Very short-term assistance measures short-term
of the Bundesbank liquidity gap by means of
Shifts of
Federal
bal-
ances
Foreign into the
. ex- money
Change |Secur- change mar- Change Secur- Very
Bundes- in the ities swaps, ket 14 in ities short-
bank banks’ repur- foreign and lombard repur- term
profit short- chase ex- bill- or chase assist- Season-
transfer term trans- change |[Sales of |based special {Unused |trans- ance Lombard | ally
in to the liquidity Jactions repur- short- repur- lombard jrefinan- [actions [measuresjor adjusted
liquid- |Federal gap (I. + |of the chase term chase loans cing of the of the special  [central
ity Gov- Total iL.,in- Bundes- |Quick trans- Treasury |trans- (in- facilit- Bundes- }Bundes- {lombard jbank
paper 10 fernment i(il.) crease: -) Ibank 11 |tenders Jactions jbills actions  crease: +)}ies 9 bank bank loans money 12
- 04 -1+ 1541 - 06 - - - -1~ 141+ 20 4.1 - - 2.8 60.9
+ 39 -+ 1281 - 27 - - - -1+ 471~ 20 14.3 - 4.7 0.8 66.7
- 171+ 04| - 45]- 17 - - - -1 - 47|+ 65 7.1 - - 7.3 714
- 0.0 -1+ 86|+ 65 - - - -1+ 00} - 65 12.6 - - 0.8 78.7
- 74 -}~ 121- 10 - - - -1+ 00+ 10 12.7 - - 1.8 84.0
+ 4.7 -+ 144+ 01+ 00 -1- 24 -+ 01} + 22 3.0 -1 - 23 39 89.7
+ 3.1 -1+ 257} -131{+ 60 -{+ 46}z 00} - 01|+ 26 4.4 6.0 2.2 6.5 94.3
- 01|+ 23} +126]- 14} + 44 -1~ 07012+ 00j+ 02]- 25 3.1 10.5 1.7 4.0 95.0
- 03]+ 105)+216}- 03]- 14 -1+ 03 -1+ 137+ 01 6.6 2.0 3.4 41 100.1
- 00|+ 10} + 158]| - 42|+ 66 -{- 19 -1~ 151+ 10 3.3 15.7 - 5.1 107.9
- 041} + 114 |+ 139} - 81}+ 77 -1+ 00 -1+ 001+ 03 4.3 234 - 5.4 113.2
+ 04} + 1291 + 134 | - 121 | + 165 -f+ 0271- 07+ 12}- 50 7.4 39.9 0.6 0.4 117.9
+ 037+ 1271+ 2001+ 751 - 95 -1+ 03}+ 07} + 047+ 06 3.2 30.3 2.1 1.0 127.6
- 03}+ 73}- 73|+ 86}- 55 -{~- 03}- 047~ 16/]|- 09 3.1 249 | - 0.2 0.1 139.7
-~ 00]+ 021+ 211 -530}+504 1+ 01}1- 02}+ 04:+ 00| + 22 2.2 753 0.2 24 155.3
+ 011+ 100 |+ 1661} -2631+267}+ 03| 00}+ 00f- 01— 0.6 2.7 101.9 0.4 1.8 162.9
_ 05|+ 100} +381]-167]+133]- 04{+ 06}z 00} + 08| + 23 3.2 115.3 14 4.1
+ 10!+« 83!+ 01]-283]+298}+ 08}]- 06)~ 031+ 09 | - 23 5.2 145.1 2.2 1.9 195.9
+ 18|+ 1451+ 34} + 200} -160}- 08} 00f- 02}~ 17~ 1.4 3.2 1290 i - 04 0.5 223.0
252l + 131 )+ 150 ~512 ]+ 466 |+ 00]+ 001+ 047+ 321+ 1.1 7.4 175.6 3.2 1.5 239.4
+ 1330+ 183} + 622} + 311§ -272] 1+ 00 -{4+ 00} - 327~ 07 4.7 148.4 - 0.8 253.5
+ 1151 + 102 ] + 397+ 121} - 126 | + 00 - - -1+ 05 4.4 135.8 - 1.3 263.9
+ 01)+«103]+ 91}-166)+166}{+ 00]+ 02|+ 00 -}- 03 4.0 152.4 0.2 1.1 278.0
+ 05 -1+ 294 | + 262 ] - 236 - - -~ - 321+ 05 7.8 152.0 - 2.1 245.1
+ 261+ 1831 + 228 |+ 211 | - 208 |+ 00 -1+ 00 -{- 03 5.2 131.2 - 18 250.7
+ 23 -1+ 21}F+ 43 ] - 32 - -1+ 00 -1 - 11 49 128.0 - 0.6 252.5
+ 79 -+ 78} -205]+ 204} + 00 - - -1+ 02 4.7 148.4 - 0.8 2535
+ 9.2 -l +100}+ 147} -142]+ 00 - - -1- 05 35 134.2 - 0.3 255.6
+ 22+ 102} +120] + 1161 - 119 - - - -{+ 03 34 122.3 - 0.6 258.2
- 00 -1 +203}+ 62| - 63 - - - -1+ 01 2.8 116.0 - 0.7 261.3
+ 0.2 -} - 26| -204}+ 197} 00 - - -+ 07 4.4 135.8 - 1.3 263.9
+ 0.1 -{- o06}+ 37]- 30|z 00 - - -1- 07 3.8 132.8 - 0.6 270.0
-] +103]+108}+ 23]~ 20 -1+ 00} 1 00 -1- 03 2.9 130.8 - 0.3 275.4
- -+ 03}~ 411+ 40 - - - -1+ 01 2.8 134.8 0.4 277.9
- -1 - 14} -1841]+ 176 -1+ 02 - -1+ 07 4.0 152.4 0.2 1.1 278.0
- -}l+ 09}+ 14]- 05]+ 00} - 02 -1 - 06 2.7 151.9 04 281.6
-1+ 88} + 86} + 58| - 59 - - - -1+ 02 24 1459 - 0.6 284.4
+ 0.1 - 1- 05}+ 39|- 34!+ 05 - -1- 10 40| 1324 0.5 0.4 265.7
- -f+ 00]+ 22|~ 16]- 05 - - -§- 02 3.6 130.8 - 0.2 268.1
- -§i- 011~ 241+ 20 - - - -1+ 04 3.8 132.8 - 0.6 270.0
-1+ 45+ 40} + 09} - 04 - -1 - 02 -1- 03 42 1324 | - 0.2 0.3 272.0
-1+ 58|+ 681+ 33¢{- 37 -+ 031+ 02 -{~ 041 3.0 128.7 03 0.2 273.7
- -1+ 01} - 201+ 21 -1- 03 - -1+ 01 2.9 130.8 - 0.3 275.4
- -]+ 03}- 09+ 11 - - - -1- 02 281 1319 - 0.1 276.2
- -1+ 03}]- 33]+ 31 - - - -1+ 01 2.6 135.1 - 0.2 277.2
- ~-}- 031+ 01}~ 03 - - - -1+ 02 28 1348 - 0.4 277.9
- - 05 1.0+ 12 - - - -1 - 02 3.3 136.0 - 0.2 278.6
- ~-}- 01]- 101+ 09 - - - -+ 01 33 136.9 - 0.3 278.7
- -1- 08 165 | + 155 -1+ 02 - + 038 4.0 152.4 0.2 1.1 278.0
- -}- 02|+ 38}- 33|+ 05]~- 02 - -1- 08 4.1 149.1 0.5 0.3 278.9
- -1+ 11}+ 241~ 20}~ 05 - - -+ 01 3.0 147.1 - 0.4 280.7
- -1+ 00} - 48] + 47 - - -1+ 04 2.7 151.9 - 0.4 281.6
~ 1+ 41]+ 411+ 46 - 42 - - - -1 - 04 24 147.6 - 0.1 282.3
-1+ 47+ 47} + 20| - 20 - - - -1+ 00 24 145.6 - 0.1 282.9
- -}- 03}|- 08]+ 03 - - - -1+ 05 2.4 145.9 - 0.6 284.4
- -1- 00}- 331+ 36 - - - -i- 03 24 149.6 - 0.3 284.9
the minimum reserve requirements. — 8 including changes in the minimum part also via returnable paper), and until 1980 also only with banks (via

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 July 1, 1990 up to November 1, 1992) refinancing quotas
including facilities for money market paper eligible for purchase by the
Bundesbank. — 10 Up to end-October 1992 also in mobilisation paper and
up to end-December 1990 also in prime banker’s acceptances; until the first
auction of “Bulis” in March 1993 only with (as a rule public) non-banks (in

non-returnable paper); excluding (separately shown) short-term Treasury
bill sales (to banks). — 11 Excluding quick fenders (shown separately). —
12 At constant reserve ratios (base: August 1995), from January 1997
liabilities arising from repo transactions are exempt from minimum reserve
requirements. — 13 Statistically adjusted, see footnote 1. — 14 Under
section 17 of the Bundesbank Act as amended up to July 15, 1994.
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Period

1994 1st gtr
2nd gtr
3rd gtr
4th qtr

1995 st qtr
2nd gtr
3rd qtr
4th gtr

1996 1st qtr
2nd gtr
3rd qtr
4th qgtr

1997 1st gtr
2nd qgtr

1996 Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sep.
Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.
Apr.
May
June
July pe



End of year or
month/
Reporting date

1992
1993
1994

1995
1996

1996 Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May

1997 June 7
15
23
30

July 7
15
23
31

End of year or
month/
Reporting date

1992
1993
1994

1995
1996

1996 Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May

1997 June 7
15
23
30

July 7
15
23
31
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ll. Deutsche Bundesbank

1. Assets
DM bitlion
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 |under 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- idrawing |{Monetary {institute |currency |external agree-
assets Total Total Gold tranche ments rights Institute 3 |(gross) 3 |balances |assets Total ments
368.3 144013 141.4 13.7 6.8 1.4 336 41.7 85.8 2.6 188.9 124.1
405.6 122.8 120.1 13.7 6.8 - 1.7 36.2 48.0 61.8 2.6 257.5 184.5
356.5 116.0}14 113.6 13.7 6.2 - 1.7 3.7 44.4 60.2 2.4 2177 146.3
354.4 123.3;15 121.3 13.7 7.5 - 2.9 28.8 384 68.5 2.0 213.1 145.8
366.4 121.0 119.5 13.7 85 - 3.0 22.0 33.2 724 1.4 226.2 161.6
345.2 123.8 1223 13.7 8.2 - 2.8 22.1 33.2 75.6 1.4 205.0 138.2
3448 124.7 123.3 13.7 8.1 - 2.9 22.1 332 76.5 14 203.8 138.9
366.4 121.0 119.5 13.7 8.5 - 3.0 22.0 33.2 724 1.4 226.2 161.6
349.1 120.7 119.2 13.7 83 - 3.0 21.6 327 728 1.4 211.8 147.4
351.7 119.9 118.8 137 8.2 - 3.0 216 327 723 1.2 215.8 150.0
356.0 119.1 118.0 13.7 8.1 - 3.0 216 327 71.7 1.2 221.2 156.0
342.2 118.9 117.7 13.7 8.0 3.0 21.3 34.2 71.7 1.2 207.8 143.5
346.2 119.7 118.5 13.7 8.0 - 3.0 21.3 342 72.5 1.2 211.0 146.3
344.2 120.0 118.8 13.7 8.0 - 3.0 21.3 34.2 72.8 1.2 208.5 144.4
3446 119.8 1186 13.7 8.0 - 3.0 21.3 34.2 72.6 1.2 209.3 145.1
3433 119.6 118.4 13.7 8.0 - 3.0 21.3 34.2 724 1.2 208.2 144.0
364.2 119.1 117.9 13.7 8.0 - 3.0 21.3 34.2 7.9 1.2 229.5 150.6
3473 119.1 117.9 13.7 8.0 - 3.0 213 342 72.0 1.2 21255 148.5
347.8 118.5 117.3 13.7 8.0 - 3.0 214 34.6 713 1.2 213.7 149.9
347.7 117.8 116.6 13.7 8.1 - 3.0 21.4 34.6 70.5 1.2 214.2 150.1
352.4 116.6 1155 13.7 8.1 - 3.0 21.4 346 69.4 1.2 2201 151.6
2. Liabilities
DM bitlion
Deposits
Domestic public authorities
Domestic
Domestic Federal enterprises
Total Banknotes credit Federal special Lander Other public |and Foreign
liabilities in circulation {institutions Total Government {funds Governments |depositors 10 [individuals depositors 1
368.3 2134 88.9 0.4 0.1 0.0 0.3 0.0 0.8 24.6
405.6 224.3 734 135 13.0 0.0 0.4 0.1 0.8 22.0
356.5 236.2 56.2 0.2 0.0 0.0 0.1 0.0 0.7 185
354.4 248.4 49.7 0.2 0.0 0.0 0.1 0.0 0.7 14.8
366.4 260.4 519 0.5 0.1 0.0 0.2 0.1 1.2 13.0
345.2 249.3 437 0.2 0.0 0.0 0.0 0.1 0.5 14.1
344.8 2516 40.0 0.1 0.0 0.0 0.0 0.0 0.7 13.6
366.4 260.4 51.9 0.5 0.1 0.0 0.2 0.1 1.2 13.0
349.1 250.4 43.6 0.2 0.1 0.0 0.0 0.0 0.5 131
351.7 251.0 439 0.2 0.1 0.0 0.0 0.0 0.6 13.1
356.0 255.7 434 03 0.1 0.0 0.1 0.1 0.5 12.2
342.2 253.5 339 0.3 0.2 0.0 0.0 0.0 0.8 12.2
346.2 254.0 429 0.2 0.1 0.0 0.1 0.0 0.6 12.2
344.2 255.3 385 0.2 0.1 0.0 0.1 0.0 0.6 121
344.6 254.3 40.2 0.3 0.1 0.0 0.1 0.0 0.5 12.2
3433 252.4 397 0.2 0.1 0.0 0.0 0.0 0.5 12.2
364.2 253.6 57.3 03 0.1 0.0 0.0 0.1 08 12.2
347.3 256.2 398 0.1 0.1 0.0 0.0 0.0 0.6 12.3
347.8 254.5 415 0.2 0.1 0.0 0.1 0.0 0.6 12.2
347.7 252.9 426 0.2 0.1 0.0 0.1 0.1 0.5 12.2
352.4 254.5 455 0.2 0.1 0.0 0.1 0.0 0.5 12.2

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, 7, 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
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1992. — 5 Including Equalisation of Burdens Fund and ERP Special Fund. —
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
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I1l. Deutsche Bundesbank

credit institutions Lending to and other claims on Securities
domestic public authorities
Mem- Federal Government 5. 6
orandum Bonds
item and
Loans to interest-
domestic bearing Bonds and
credit Treasury interest-
institutions paper of bearing
excluding Federal Treasury
money and paper of
market Equal- Lander Lander the Post £nd of year or
Domestic Foreign Lombard bills isation Govern- Govern- Office, Other month/
bills bills loans purchased 4 iTotal Advances |claims?7 ments 6 ments Telekom B |assets 9 Reporting date
50.0 13.2 1.6 188.9 13.2 4.4 8.7 0.2 5.7 0.3 16.27 1992
47.6 10.5 14.8 257.5 8.7 - 8.7 - 4.4 0.3 11.97 1993
52.1 9.5 9.8 217.7 8.7 - 8.7 - 2.9 0.3 11.0] 1994
52.2 9.6 5.5 2131 8.7 - 8.7 - 0.8 0.1 8.5} 1995
52.3 9.0 33 226.2 8.7 - 8.7 - - - 10.6; 1996
54.7 9.0 3.2 205.0 8.7 - 8.7 - 0.0 0.0 7.7} 1996 Oct.
54.3 9.5 1.1 203.8 8.7 - 8.7 - - - 7.7 Nov.
523 9.0 33 226.2 8.7 - 8.7 - - 10.6 Dec.
54.9 88 0.8 211.8 8.7 - 8.7 - - - 7.91 1997 Jan.
54.9 9.1 1.9 215.8 8.7 - 8.7 - - - 7.3 Feb.
55.5 9.2 0.5 221.2 8.7 - 8.7 - - - 7.0 Mar.
55.5 8.7 0.1 207.8 8.7 - 8.7 - - - 6.8 Apr.
55.9 8.6 0.2 211.0 8.7 - 8.7 - - 6.8 May
56.1 8.1 0.0 208.5 87 - 8.7 - - - 7.0} 1997 June 7
56.0 8.1 0.0 209.3 8.7 - 8.7 - - - 6.9 15
55.7 8.3 0.1 208.2 8.7 - 8.7 - - - 6.9 23
55.8 84 14.6 229.5 8.7 - 8.7 - - - 7.0 30
56.0 79 0.0 2125 8.7 - 8.7 - - - 7.0 July 7
55.8 8.0 0.0 213.7 8.7 - 8.7 - - - 6.9 15
56.0 8.0 0.0 214.2 8.7 - 8.7 - - - 7.1 23
56.0 7.9 45 220.1 8.7 - 8.7 - - - 7.0 31
Memorandum items
Currency in circulation
Liabilities
arising Liabilities Counterpart
from to the of special Redis-
Liabilities liquidity European drawing Capital count End of year or
to credit paper Monetary rights and Other of which quotas month/
institutions  }sold 11 Institute 1 allocated 1 Provisions reserves liabilities Total Coins fixed 12 Reporting date
- 2.0 - 2.7 9.2 9.6 16.8 227.3 13.9 64.4] 1992
- 26.2 - 2.9 9.8 11.2 214 238.6 14.3 65.3{ 1993
- 6.0 - 2.7 11.3 1.8 12.8 250.9 14.7 65.6] 1994
- 1.6 - 26 10.0 12.4 14.2 263.5 15.1 65.6; 1995
- 26 - 2.7 101 13.0 111 275.7 15.4 6591 1996
- 2.2 - 2.6 101 13.0 9.6 264.5 15.2 65.6] 1996 Oct.
- 2.4 - 2.6 10.1 13.0 10.9 266.8 15.2 65.7 Nov.
- 2.6 - 2.7 10.1 13.0 111 275.7 15.4 65.9 Dec.
- 2.6 - 2.7 10.1 13.0 12.9 265.5 15.2 65.9; 1997 Jan.
- 31 - 2.7 101 13.0 14.0 266.2 15.2 65.9 Feb.
- 33 - 2.7 10.1 13.0 15.0 271.0 15.3 65.8 Mar,
- 33 - 2.7 11.0 13.6 5.0 268.9 15.3 65.8 Apr.
- 3.5 - 2.7 11.0 13.6 5.6 269.4 15.4 65.8 May
- 35 - 2.7 11.0 13.6 6.6 270.8 15.4 .} 1997 june 7
- 3.5 - 2.7 11.0 13.6 6.4 269.7 15.4 . 15
- 3.5 - 2.7 11.0 13.6 7.6 267.8 154 . 23
- 3.7 - 2.7 11.0 13.6 9.0 269.0 15.4 65.8 30
- 35 - 2.7 11.0 13.6 7.4 271.6 15.4 . July 7
- 3.7 - 2.7 11.0 13.6 7.8 269.9 15.4 . 15
- 3.7 - 2.7 11.0 13.6 8.3 268.3 15.4 . 23
- 38 - 2.7 11.0 13.6 84 269.9 154 31
"Liabilities arising from liquidity paper sold”. — 8 From January 1995, the line for financing export orders (see “The current monetary policy regula-

bonds and interest-bearing Treasury notes of the Federal Railways Fund tions of the Deutsche Bundesbank”). From July 1990 to October 1992
are assigned to the public authorities (Federal special funds). — 9 Includes including the refinancing quotas set for east German credit institutions., —
inter alia the items “German coins” and *Other assets"; up to end-March 13 Decrease of DM 4.4 billion owing to a valuation adjustment. —
1995 also *Balances on postal giro accounts®. — 10 Local authorities, local 14 Decrease of DM 2.7 billion owing to a valuation adjustment. —
authority associations and social security funds. — 11 Up to October 1992 15 Decrease of DM 2.5 billion owing to a valuation adjustment.
mobilisation and liquidity paper. — 12 Excluding the special rediscount
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Period

1987
1988
1989

1990
1991
1992
1993
1994

1995
1996

1996 Jan.
Feb.
Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.
Nov.
Dec.

1997 Jan.
Feb.
Mar.

Apr.
May
June

1988
1989

1990
1991
1992
1993
1994

1995
1996

1996 Jan.
Feb.
Mar.

Apr.
May
June

July
Aug.
Sep.
Oct.

Nov.
Dec.

1997 Jan,
Feb.
Mar.

Apr.
May
June
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IV. Credit institutions

1. Assets *
DM billion
Lending to credit institutions 2 Lending to non-banks 7
Balances
Number and loans Negotiable
of and money Loans and
report- advances market pa- {Securities advances
ing Balances not per issued }issued not
credit with evidenced |Bills by credit by credit evidenced
insti- Volume of  {Cash central by certi- dis- Trust insti- insti- by certi-
tutions  {business 1 in hand banks Total ficates 3 counted loans 4 tutions 5 tutions 6 Total ficates
End of year or month *
4,468 3,748.8 125 71.7 1,214.1 848.5 20.4 6.8 - 3384 2,317.9 2,045.5
4,350 3,984.2 13.0 76.7 1,297.8 9223 18.4 7.2 - 350.0 2,457.8 2,163.6
4,217 4,277.3 15.0 82.6 1,421.0 1,037.3 19.8 83 - 355.6 2,607.8 2,297.9
4,638 5,243.8 22.1 96.6 1,843.2 1,401.5 17.6 12.7 - 411.4 3,042.5 2,675.1
4,329 5.573.5 23.9 90.0 1,844.5 1,371.3 235 12.7 - 437.0 3,335.7 2,953.9
4,047 5,950.8 27.8 88.2 1,889.1 1,398.0 19.2 15.4 - 456.4 3,696.0 3,190.2
3,880 6,592.2 27.8 75.3 2,130.6 1,574.2 14.9 20.5 3.4 517.5 4,088.9 3,473.6
3,727 6,952.8 26.2 61.6 2,187.9 1,605.3 17.6 23.0 4.7 537.3 4,394.6 3,674.0
3,622 7,538.9 27.3 61.0 2,398.3 1,765.4 17.8 23.2 4.4 587.5 4,726.1 3,991.1
3,517 8,292.4 303 59.7 2,722.9 1,987.1 18.3 25.2 3.7 688.7 5,125.0 4,326.3
3,619 7,563.9 239 45.0 2,413.0 1,768.0 17.6 23.7 4.1 599.6 4,752.2 4,001.5
3,620 7,641.0 236 47.4 2,451.5 1,800.4 17.5 259 45 603.1 4,784.3 4,022.1
3,620 7,690.4 23.6 491 2,462.0 1,798.0 17.7 25.4 4.6 616.4 48188 4,047.9
3,613 7,734 24.2 50.2 2,463.0 1,788.2 17.7 2438 3.2 629.0 4,863.2 4,074.4
3,609 7,754.7 23.8 48.4 2,460.5 1,779.5 17.9 248 31 635.1 4,883.2 4,094.4
3,588 7,821.0 24.1 47.8 2,509.8 1,826.5 17.7 26.5 2.6 636.5 4,902.2 4,102.2
3,573 7,819.6 24.5 411 2,504.7 1,818.0 17.5 26.4 2.7 640.1 49126 4,115.3
3,563 7,873.7 23.7 46.4 2,535.8 1,844.0 17.3 26.5 3.7 644.4 4,928.8 4,132.7
3,547 7,955.8 242 55.8 2,576.2 1,866.7 17.3 25.8 3.1 663.3 4,954.1 4,160.8
3,533 8,012.3 24.6 48.8 2,587.2 1,869.5 17.2 26.1 36 670.9 5,008.1 4,199.4
3,520 8,187.2 23.6 44.7 2,705.9 1,972.9 17.9 26.0 3.4 685.5 5,067.7 4,2522
3,517 8,292.4 30.3 59.7 2,722.9 1,987.1 183 25.2 3.7 688.7 5,125.0 4,326.3
3,515 8,273.9 23.9 48.9 2,697.1 1,948.0 18.5 258 32 701.5 5.150.2 4,323.0
3,513 8,390.8 235 50.0 2,750.4 1,988.9 18.4 255 29 7147 5,207.3 4,359.2
3,511 8,474.7 26.2 51.7 2,789.2 2,008.8 185 254 2.8 733.7 5,247.8 4,379.9
3,506 8,514.8 24.8 45.7 2,810.8 2,024.8 17.9 249 31 740.1 5.275.1 4,396.6
3,496 8,572.0 24.9 52.7 2,836.5 2,039.4 18.0 245 27 751.8 5.298.0 4,418.8
3,480 8,689.5 252 66.5 2,901.4 2,096.2 18.0 24.7 2.3 760.2 5.327.5 4,446.1
Changes *
+ 2324 + 05 + 5.0 + 78.6 + 67.7 - 241 + 03 - + 12.8 + 1417 + 1174
+ 303.0 + 2.0 + 58 + 131.0 + 1196 + 1.5 + 1.2 - + 8.7 + 1524 + 1343
+ 4545 + 6.1 + 139 + 1635; + 979 - 21 + 47 -1 + 63.0f + 2463} + 1979
+ 375.0 + 1.8 - 66 +  428) + 7.3 + 6.0 - 02 -1 + 296§ + 3083| + 2936
+ 4141 + 2.8 + 63 + 59.1 + 391 - 43 + 27 - + 216 + 3229 + 2632
+ 6485 + 0.0 - 1289 + 2506 + 1925 - 43 + 04 + 0.1 + 62.0 + 3717 + 2717
+ 389.0 - 1.6 - 137 + 751 + 46.1 + 2.7 + 35 + 13 + 214 + 3188 + 2348
+ 668.2 + 1.1 - 06 + 2527, + 1969 + 0.2 - 1.2 - 05{ + 5721 + 351.1% + - 324.8
+ 7159 + 341 - 13 + 2920f + 1916 + 05 - 03 - 09} + 1011 + 3946F + 3478
+ 17.6 - 34 - 160 + 7.4 - 3.7 - 02 - 03 - 03 + 11.9 + 26.0 + 9.9
+ 78.2 - 03 + 24 + 38.6 + 343 - 041 + 02 + 03 + 3.9 + 332 + 215
+ 48.5 + 0.1 + 1.6 + 9.9 - 3.1 + 02 - 05 + 0.0 + 13.2 + 34.2 + 25.4
+ 31.9 + 06 + 1.2 - 5.9 - 16.9 - 00 + 0.1 - 13 + 123 + 39.8 + 234
+ 194 - 03 - 18 - 257 - 8.7 + 02 + 0.0 - 02} + 6.1 + 1881 + 207
+ 53.¢0 + 0.2 - 06 + 351 + 32,6 - 0.1 + 17 - 05 + 15 + 19.9 + 242
+ 100 + 04 - 68 + 06 -~ 3.1 - 02 - 0.1 + 01 + 39 + 159§ + 157
+ 526 - 07 + 53 + 3021 + 250 - 02 + 01 + 1.0] + 43 + 156] + 169
+ 734 + 05 + 95 + 3521 + 179 - 00 - 07 - 06} + 187{ + 220f{ + 256
+ 58.6 + 04 - 71 + 125 + 41 - 01 + 03 + 0.5 + 7.6 + 54.8 + 392
+ 169.9 - 1.0 - 40 + 1159} + 100.9 + 0.7 - 01 - 01 + 145 + 576] + 514
+ 103.0 + 67 + 150 + 151 + 122 + 04 - 09 + 02} + 32y + 568 + 738
- 302 - 64 - 108 - 336 - 466 + 0.1 + 06 - 047 + 126 + 213] - 6.3
+ 106.5 - 05 + 11 + 4731 + 351 - 01 - 03 - 04] + 13.0f + 531 + 3341
+ 875 + 28 + 17 + 410 + 218 + 0.1 + 0.1 - 01 + 19.1 + 419 + 217
+ 333 ~ 14 - 61 + 1841 + 115 - 0.6 + 0.7 + 03] + 6.1 +  242) + 144
+ 59.1 + 0.1 + 7.1 + 26.3 + 15.3 + 0.0 - 03 - 04 + 11.7 + 241 + 234
+ 1075 + 03 + 138 + 59.1 + 51.4 + 0.0 + 02 - 04 + 8.0 + 256 + 24.8

* Excluding the assets of foreign branches (see Table IV. 18) and of building
and loan associations (see Table IV. 19). From June 1990 including assets of
east German credit institutions. Statistical alterations have been eliminated
from the changes. The figures for the latest date are always to be regarded
as provisional; subsequent alterations, which will appear in the following
Monthly Report, are not specially marked. — 1 Balance sheet total plus
endorsement liabilities arising from rediscounted bills, own drawings out-
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standing, discounted and credited to the borrowers and bills sent for
collection prior to maturity from the credit institutions’ portfolios. —
2 Excluding loans to domestic building and loan associations. — 3 Including
balances on postal giro accounts and claims in respect of registered debt
securities outstanding. — 4 Up to November 1993: loans on a trust basis. —
5 Up to November 1993 included in securities (see footnote 6). — 6 Up to
November 1993 including negotiable money market paper; excluding
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registered debt securities. — 7 Including loans to domestic building and loan
associations. — 8 Treasury bills and Treasury discount paper (excluding mobil-
isation and liquidity paper); up to November 1993 excluding negotiable
money market paper. — 9 Including debt securities arising from the
exchange of equalisation claims. — 10 From November 1992 liquidity paper
only. — 11 Including the working capital put at the disposal of foreign

Memo item
Mobilisa-
Treasury tion and Bill portfolios
bills and liquidity
negotiable paper of which
money (Treasury Redis-
market bills and Debt count-
Bills paper Securities JEqualisa-  |Treasury securities | Particip- able at
dis- Trust issued by [issued by tion discount from own {ating Tangibie Other central
counted loans 4 non-banks 8 non-banks |claims 9 paper) 10 }issues interests 11 {assets assets 12 Total banks 13
End of year or month *
59.7 75.5 4.3 130.4 2.4 2.0 9.5 37.3 40.9 428 18.1 8.6
59.3 76.4 4.5 151.9 2.2 1.5 11.7 39.9 41.8 44.0 16.1 8.8
61.2 795 5.0 162.3 1.9 0.9 10.5 47.2 42.4 499 135 7.5
63.8 85.8 20.3 195.8 1.7 14 125 60.5 43.1 122.1 16.4 9.7
64.9 88.6 131 212.7 2.4 3.9 189 64.0 454 147.2 12.3 7.3
54.2 94.3 10.0 283.0 64.3 - 27.1 75.14 49.9 97.6 126 6.5
46.6 97.0 5.6 390.7 75.3 8.2 334 89.6 53.1 85.3 9.2 4.2
47.7 101.7 2.8 500.3 68.1 0.3 27.7 104.7 56.4 934 10.1 5.1
48.7 104.8 3.1 507.0 71.3 - 36.4 122.0 61.2 106.5 1.3 6.1
46.8 118.7 10.8 541.1 81.3 - 375 135.5 64.6 116.8 10.1 5.3
50.1 104.2 34 520.8 721 - 433 1233 58.9 104.2 11.6 6.5
49.6 104.8 3.6 522.6 81.7 - 45.1 124.7 58.4 105.9 1.4 6.2
50.3 1015 3.2 534.5 815 - 44.2 125.7 58.2 108.8 1.4 6.3
51.4 101.7 42 550.3 81.2 - 445 126.4 58.9 103.7 11.9 6.8
52.1 102.6 4.0 546.6 835 - 46.4 127.3 59.7 105.3 12.6 7.5
52.2 1184 4.0 542.0 834 - 44.9 127.2 60.4 1045 12.5 7.5
52.3 1164 6.3 540.6 81.7 - 46.3 129.3 61.5 99.6 12.7 7.7
53.0 1171 5.1 539.3 81.7 - 44.8 129.8 62.5 102.0 129 7.8
51.5 116.6 5.5 537.9 81.8 - 45.7 129.9 63.2 106.6 1241 7.1
51.5 117.2 10.1 548.1 81.8 - 449 130.7 64.3 103.6 11.9 6.9
51.6 117.8 11.8 552.7 81.6 - 452 1311 65.3 103.7 11.9 7.0
46.8 118.7 108 541.1 81.3 - 375 135.5 64.6 116.8 10.1 53
49.1 118.9 111 568.6 79.5 - 36.0 1354 62.2 120.2 11.1 6.4
49.4 119.7 125 588.4 78.1 - 38.7 135.9 61.8 123.2 11.6 6.8
50.1 120.1 12.5 606.8 78.3 - 40.3 136.5 61.8 121.0 11.9 7.2
50.6 120.1 11.2 618.3 78.4 - 41.0 1371 62.5 117.8 121 7.4
50.2 1211 11.0 618.0 79.0 - 4.7 140.1 63.2 114.9 11.6 7.0
49.9 120.4 113 620.5 79.3 - 42.9 141.3 64.1 120.6 11.9 7.1
Changes *
- 04 + 07 + 0.0 + 242 - 03 - 06 + 2.1 + 31 + 09 + 11 - 2.0 + 0.2
+ 26 + 3.2 + 05 + 12.0 - 02 - 06 - 1.2 + 73 + 0.6 + 56 - 26 - 13
+ 26 + 6.5 + 28 + 368 - 03 + 06 + 2.0 + 1.7 - 08 + 112 + 30 + 22
+ 1.1 - 03 - 73 + 215 - 03 + 25 + 6.4 + 58 + 23 + 118 - 41 - 24
- 108 + 34 - 32 + 712 - 1.0 - 39 + 8.1 + 1.7 + 35 + 36 + 03 - 09
- 75 + 23 - 49 + 1215 - 14 + 8.2 + 6.2 + 140 + 3.2 + 74 - 34 - 23
+ 11 + 0.9 - 2.8 + 918 - 69 - 79 - 57 + 155 + 3.3 + 52 + 09 + 09
+ 10 + 71 + 04 + 1%.0 - 1.2 - 03 + 87 + 17.7 + 438 + 33.1 + 1.2 + 10
- 19 + 1.0 + 7.8 + 320 + 80 - + 1.1 + 124 + 34 + 106 - 1.2 - 08
+ 14 + 04 + 03 + 13.3 + 08 - + 6.9 + 11 - 22 - 2.3 + 03 + 04
- 05 + 06 + 04 + 1.7 + 96 - + 1.8 + 13 - 05 + 17 - 0.2 - 03
+ 07 - 32 - 04 + 1.9 - 02 - - 09 + 1.0 - 0.2 + 28 + 041 + 0.0
+ 11 + 00 + 1.0 + 14.6 - 03 - + 03 + 04 + 0.7 - 51 + 04 + 06
+ 07 + 09 - 0.2 - 36 + 04 - + 19 + 08 + 08 1.6 + 07 + 07
+ 02 - o1 + 00 - a3} - 01 - - 151 - 00 + 07} - 07 - 0.1 - 01
+ 0.1 + 0.1 + 24 - 0.7 - 17 - + 14 + 23 + 1.1 - 50 + 0.2 + 0.2
+ 07 + 0.7 - 13 - 1.4 - 00 - - 15 + 04 + 0.9 + 24 + 0.1 + 01
- 15 - 06 + 04 - 2.1 + 01 - + 08 - 041 + 08 + 46 - 08 - 08
0.0 + 07 + 46 + 10.3 - 00 - - 07 + 07 + 1.1 - 30 - 04 - 01
+ 01 + 05 + 1.7 + 41 - 02 - 0.3 + 0.1 + 1.0 + 01 - 0.0 + 041
- 438 + 0.9 - 11 - 118 - 03 - - 7.7 + 43 - 07 + 135 - 18 - 17
+ 23 + 041 + 0.1 + 268 - 18 - - 15 - 04 - 24 + 34 + 1.1 + 11
+ 03 + 07 + 1.2 + 19.2 - 14 - + 2.8 + 0.2 - 04 + 30 + 05 + 04
+ 07 + 04 + 0.1 + 187 + 03 - + 16 + 07 + 0.1 - 23 + 04 + 05
+ 04 - 01 - 15 + 109 + 0.0 - + 07 + 04 + 0.7 -~ 32 + 0.2 + 0.2
- 04 + 1.0 - 01 - 0.5 + 0.6 - + 07 + 30 + 07 - 29 - 05 - 04
- 02 - 08 + 0.1 + 1.4 + 03 - + 1.2 + 09 + 08 + 57 + 0.2 + 0.1

branches; from December 1993 including shares in
ings. — 12 Including unpaid capital and own shares. From June 1990 to
November 1993 including the "computed counterparts” of the east German
credit institutions in respect of the currency conversion (July 1, 1990: DM
53.9 billion). — 13 Up to November 1993: bills rediscountable at the

Bundesbank.

affiliated undertak-
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IV. Credit institutions

2. Liabilities *
DM billion »
Deposits of credit institutions 2. 3 o Deposits of non-banks 2.7
Bills rediscounted
of which
Own Endorse-
accept- ment
Volume of Sight Time Trust ances out- |{liabil- Sight Time Savings
business 1} Total deposits 4 :deposits 4 {loans 5 Total standing ities 6 Total deposits deposits deposits
End of year or month *
3,748.8 8741 127.4 652.4 24.5 69.8 7.8 61.4 1,884.3 269.2 648.9 716.3
3,984.2 1,001.5 133.0 775.4 24.2 68.9 7.4 60.9 1,982.7 293.0 700.5 737.5
4,277.3 1,099.1 151.2 848.4 25.8 73.7 6.2 67.1 2,098.7 3134 800.9 715.2
5,243.8 1,495.6 311.0 1,060.1 31.2 934 28.5 64.5 2,417.5 436.2 918.4 765.0
5,573.5 1,502.8 285.7 1,097.4 32.0 87.8 11.7 75.8 2,555.7 4429 1,038.0 764.8
5,950.8 1,563.3 367.9 1,084.4 329 78.0 17.3 60.4 2,696.2 484.1 1,105.3 785.0
6,592.2 1,723.3 463.1 1,154.0 371 69.2 16.9 52.0 2,950.9 530.5 1,238.9 877.2
6,952.8 1,830.3 454.3 1,260.5 40.2 75.2 20.0 54.9 3,057.2 560.8 1,239.5 959.4
7,538.9 2,003.1 480.8 1,404.8 42.0 75.6 20.3 54.9 3,245.6 602.0 1,256.1 1,067.1
8,2924 2,217.6 548.2 1,538.0 56.0 754 20.3 54.8 3,515.1 709.4 1.317.3 1,165.8
7.563.9 1,992.7 462.4 14117 421 76.4 203 55.8 3,236.1 560.2 1,276.2 1,082.3
7,641.0 2,023.7 471.5 1,434.2 421 75.9 20.2 55.4 3,266.4 565.7 1,287.0 1,095.8
7,690.4 2,036.8 461.2 1,458.9 40.3 76.3 19.7 56.1 3,266.4 561.6 1,287.0 1,102.7
7,7341 2,046.5 470.3 1,458.9 40.4 76.9 19.7 56.8 3,281.1 570.8 1,288.8 1,107.7
7,754.7 2,036.6 466.8 1,451.4 40.9 77.6 203 56.9 3,293.0 572.2 1,295.9 1,110.5
7,821.0 2,068.5 492.1 1,440.8 57.9 77.7 20.2 57.0 3,298.2 582.4 1,288.9 1.111.9
7.819.6 2,043.3 452.6 1,456.7 56.5 776 204 56.8 3,307.9 579.4 1,300.5 1,113.2
7.873.7 2,065.4 463.0 1,467.7 56.9 77.9 204 57.1 3,320.8 5791 1,309.9 1,116.1
7,955.8 2,082.9 483.5 1,466.8 55.7 76.8 20.1 56.4 3,339.0 598.3 1,305.0 1,1194
8,012.3 2,111.7 495.3 1,483.4 56.2 76.8 20.0 56.5 3,349.9 605.5 1,300.8 1,125.4
8,187.2 2,202.3 527.6 1,541.0 56.3 77.5 19.8 57.2 3,398.0 650.2 1,297.2 1,130.0
8,2924 2,217.6 548.2 1,538.0 56.0 75.4 20.3 54.8 3,515.1 709.4 1,317.3 1,165.8
8,273.9 2,202.5 530.0 1,538.6 56.3 77.7 21.2 56.1 3,480.1 638.0 1,345.8 1,172.8
8,390.8 2,264.5 575.4 1,555.0 56.5 77.6 214 55.8 3,497.5 644.5 1,351.2 1,177.6
8,474.7 2,300.5 585.0 1,580.9 56.2 78.4 21.7 56.3 3,497.0 639.8 1,352.5 1,178.8
8,514.8 2,3201 563.0 1,623.3 56.3 775 211 56.1 3,506.3 643.2 1,361.2 1,175.9
8,572.0 2,356.1 576.7 1,645.0 56.6 77.8 213 56.1 3,522.4 651.0 1,368.7 1,175.7
8,689.5 2,417.2 632.0 1,651.4 56.7 771 21.0 55.8 3,530.0 667.1 1,362.5 1,173.2
Changes *
+ 2324, + 1236 + 49 + 1200 - 04 - 09 - 04 - 05! + 963 + 2327 + 502} + 212
+ 303.0 + 100.2 + 18.8 + 742 + 1.7 + 55 - 1.2 + 69 + 1175 + 209 + 1013 - 223
+ 4545 + 111.8 - 937 + 1791 + 6.6 + 198 + 223 - 2.4 + 138.0 + 333 + 1141 - 37.2
+ 375.0 + 44.1 - 3.6 + 52.6 + 06 - 5.6 - 168 + 11.2 + 1346 + 44 + 1194 + 1.9
+ 4141 + 81.0 + 813 + 7.7 + 1.7 - 9.8 + 56 - 154 + 1585 + 37.8 + 921 + 19.8
+ 6485 +  169.1 + 892 + 882 + 05 - 88 - 04 - 84 + 2511 + 448 + 1253 + 921
+ 389.0; + 1180 - 01 + 109.0 + 3.2 + 6.0 + 34 + 29Y + 108.0f + 32.2] + 451 + 824
+ 6682 + 2053 + 2837 + 1761 + 05 + 04 + 03 + 00| + 2061 + 511 +  295{ + 1078
+ 715.9: + 1871 + 63.7: + 1238 - 02 - 02 - 00 - 01 + 2631 + 1060} + 566 + 986
+ 176, - 164 - 199 «+ 2.6 + 00 + 09 - 00 + 09 - 112} - 424} + 187{ + 152
+ 782, + 328 + 95 + 239 - 00 - 05 - 01 - 05] + 2891 + 571+ 111 + 135
+ 48.5 + 124 - 104 + 24.2 1.8 + 0.4 - 0.4 + 0.7 - 0.2 - 4.2 - 0.1 + 6.9
+ 319 + 3.2 + 7.2 - 4.7 + 0.0 + 06 + 00 + 07 + 123 + 8.6 - 0.6 + 5.0
+ 19.4 - 9.9 - 35 - 7.5 + 05 + 07 + 05 + 02 + 118 + 1.3 + 7.0 + 2.9
+ 53.0 + 17.4 + 25.7 - 9.6 + 12 + 01 - 00 + 041 + 5.8 + 10.3 - 6.5 + 1.4
+ 10.0 - 183 - 379 + 19.6 + 0.4 - 01 + 02 - 02 + 12.4 - 24 + 13.3 + 1.2
+ 52.6 + 211 + 102 + 10.3 + 04 + 03 + 00 + 03 + 12.6 - 0.4 + 9.1 + 2.9
+ 734. + 128 + 192, - 4.1 - 12 - 1.0 - 03 - 07} + 167! + 187] - 641 + 33
+ 586 + 298 + 121 + 173 + 05 - 00 - 041 + 04 +  115] 4+ 73 - 38 + 6.0
+ 169.9 + 882 + 315 + 56.0 + 0.0 + 07 - 04 + 08! + 468| + 444 - 4.6 + 4.6
+ 1030, + 139 + 200§ - 4.1 + 0.1 - 21 + 04 - 24, + M57{ + 59.0{ + 194} + 357
- 302; - 217 - 203 - 39 + 02 2.3 + 09 + 137 - 378 - 7221 + 2641 + 7.0
+ 1065{ + 56.3 + 434 + 1238 + 02 - 00 + 02 - 03} + 150 + 58] + 38, + 4.9
+ 875 + 378 + 104 + 269 - 03 + 08 + 03 + 05 + 0.6 - 4.5 + 2.2 + 1.1
+ 333; + 148 - 238; + 393 + 0.0 - 09 - 06 - 027 + 89 + 28] + 777 - 2.8
+ 59.1 + 374 + 137 + 231 + 03 + 03 + 0.2 + 0.1 + 16.3 + 7.9 + 7.5 - 0.3
+ 10758 + 549 + 531 + 2.8 - 03 - 07 - 03 - 04) + 58f + 1547 - 771 - 2.4
* Excluding the liabilities of foreign branches (see Table Iv. 18) and of debt securities, registered money market paper, non-negotiable bearer debt
building and loan associations (see Table V. 19). From June 1990 including securities; including subordinated fiabilities. — 3 Excluding liabilities to
liabilities of east German credit institutions. Statistical alterations have been domestic building and loan associations. — 4 Including liabilities arising

eliminated from the changes. The figures for the latest date are always to
be regarded as provisional; subsequent alterations, which will appear in the
following Monthly Report, are not specially marked. — 1 See Table IV. 1,
footnote 1, pages 16*/17*. — 2 Including liabilities arising from registered

18*

from securities sold to the Bundesbank in open market transactions under
repurchase agreements. — 5 Up to November 1993: loans on a trust basis. —
6 Including own drawings outstanding, discounted and credited to the
borrowers. — 7 Including liabilities” to domestic building and ioan
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Memorandum items
Bearer Provisions Liabilities
debt for Capital Sub- Liabilities from sales
Bank securities liabilities Value (including Balance ordinated in respect with an
savings Trust out- and adjust- published Other sheet labil- of aption to
bonds 8 loans 5 standing @ icharges ments 10 reserves) 11 {liabilities 12 [total ities 13 guarantees |repurchase
End of year or month *
192.1 57.8 712.0 373 83 137.4 95.4 3,686.8 - 151.6 0.8
192.4 59.3 705.5 389 6.0 145.3 104.2 3,922.6 - 157.8 1.0
207.2 62.0 759.8 384 31 161.0 117.2 4,209.8 - 168.8 0.9
230.5 67.3 900.3 40.2 18.1 198.7 173.3 5,178.9 - 181.1 1.0
240.6 69.3 1,039.0 51.5 348 218.0 171.6 5,497.3 - 199.8 0.9
245.0 76.8 1,155.0 59.3 3838 245.2 193.0 5,890.0 - 216.5 06
225.2 79.2 1,312.0 63.9 519 266.3 223.7 6,539.8 48.2 245.8 06
2131 84.4 1,428.1 62.3 45.2 292.8 237.0 6,897.6 58.5 267.3 0.5
234.3 86.0 1,596.5 68.4 42.5 316.5 266.3 7,483.6 72.7 293.5 0.2
2347 87.9 1,795.1 71.5 39.7 341.3 3121 8,2373 85.6 352.1 0.8
2315 85.8 1,636.7 71.0 403 318.7 268.3 7.507.8 73.9 295.1 0.2
2294 88.5 1,657.6 74.8 40.5 3211 257.0 7,585.3 74.8 302.8 0.2
228.4 86.7 1,670.5 76.2 40.5 324.6 275.4 7.633.9 759 304.2 0.2
227.6 86.2 1,685.3 75.7 40.5 326.5 278.4 7.676.9 77.0 304.3 0.2
227.8 86.7 1,703.1 75.9 40.4 329.2 276.5 7,697.4 77.7 308.2 0.2
2279 87.1 1,710.5 74.9 40.4 3329 295.6 7,763.6 78.0 307.9 0.3
228.3 86.5 1,720.7 73.8 40.2 334.2 299.4 7.762.4 79.7 306.4 0.2
228.9 86.8 1,732.5 731 40.3 335.0 306.6 7.816.3 80.4 307.0 0.2
229.4 86.9 1,756.6 73.0 399 336.3 328.0 7,899.1 81.7 310.2 0.2
230.9 87.4 1,771.2 72.6 39.8 337.6 329.6 7,955.5 82.7 316.2 0.2
2327 88.0 1,797.1 70.9 39.8 339.5 3395 8,129.6 84.4 319.6 0.3
234.7 87.9 1,795.1 715 39.7 1.3 3121 8,237.3 85.6 352.1 0.8
235.1 88.5 1,820.5 76.1 40.2 343.4 3111 82174 87.8 357.8 03
235.4 88.8 1,848.7 79.3 40.5 346.0 314.2 8,334.6 89.8 362.3 0.3
236.5 89.4 1,878.2 81.2 40.5 347.8 3295 8,418.0 93.9 358.9 0.3
237.1 88.8 1,892.0 80.3 40.5 350.0 325.1 8,458.4 96.2 363.9 03
237.9 89.1 1,906.0 79.2 40.5 3521 315.6 8,515.4 97.2 361.9 0.4
2386 88.5 1,926.9 78.5 40.5 358.3 338.0 8,633.4 98.4 360.7 0.4
Changes *
+ 03 + 14 - 6.5 + 15 - 22 + 86 + 111 + 2329 - + 64 + 0.2
+ 148 + 28 + 543 - 05 - 29 + 156 + 187 + 296.3 - + 116 - 01
+ 233 + 46 + 1405 + 13 + 00 + 164 + 464 + 457.0 - + 115 + 01
+ 104 - 11 + 1387 + 113 + 167 + 186 + 109 + 363.8 - + 187 - 01
+ 44 + 44 + 1159 + 43 + 42 + 216 + 287 + 4295 - + 16.7 - 03
- 133 + 22 + 1596 + 46 + 140 + 222 + 27.8 + 656.9 + 00 + 293 - 0.0
- 122 + 1.1 + 1174 + 04 - 41 + 319 + 173 + 386.1 + 103 + 216 - 01
+ 124 + 54 + 1685 + 438 - 19 + 239 + 615 + 668.2 + 142 + 262 - 02
+ 06 + 13 + 1983 + 21 - 02 + 243 + 411 + 7160 + 129 + 587 + 06
- 28 + 0.1 + 402 + 26 + 04 + 1.7 + 02 + 167 + 1.2 + 1.6 - 00
- 21 + 08 + 209 + 38 + 0.1 + 24 - 107 + 786 + 1.0 + 77 + 0.0
- 1.0 - 19 + 129 + 14 + 0. + 35 + 184 + 477 + 11 + 16 - 00
- 08 + 0.1 + 148 - 04 - 00 + 19 + 01 + 313 + 11 + 04 - 0.0
+ 02 + 0.5 + 178 - 09 - 01 + 27 - 20 +  19.2 + 07 + 39 - 00
+ 0.2 + 04 + 7.4 - 1.0 + 00 + 36 + 19.7 + 529 + 0.2 - 03 + 0.1
+ 04 ~ 0.1 + 102 - 11 - 02 + 14 + 5.6 + 102 + 1.8 - 15 - 00
+ 06 + 04 + 1.8 - 07 + 041 + 08 + 638 + 523 + 07 + 06 -
+ 11 + 0.0 + 235 - 041 - 04 + 1.2 + 19.6 + 741 + 13 + 32 - 0.0
+ 14 + 05 + 14.5 - 04 - 041 + 1.3 + 20 + 585 + 10 + 6.0 - 00
+ 18 + 05 + 259 - 16 - 0.0 + 19 + 87 + 169.1 + 17 + 34 + 0.1
+ 16 - 00 - 1.6 + 05 - 01 + 1.8 - 273 + 1055 + 1.2 + 326 + 05
+ 05 + 05 + 253 + 46 + 05 + 20 - 32 - 36 + 2.2 + 56 - 05
+ 03 + 0.2 + 282 + 32 + 04 + 27 + 08 + 106.8 + 20 + 4.6 - 00
+ 11 + 07 + 295 + 06 + 00 + 341 + 158 + 87.0 + 41 - 35 + 0.0
+ 06 + 07 + 138 - 03 - 00 + 21 - 59 + 336 + 23 + 5.1 - 0.0
+ 07 + 04 + 141 - 17 - 00 + 22 - 92 + 589 + 1.1 - 21 + 01
+ 08 - 03 + 209 - 08 + 00 + 6.2 + 204 + 107.9 + 11 - 12 + 00
associations. — 8 Including liabilities arising from non-negotiable bearer {end-1996: DM 37.7 biltion). From December 1993 including fund for general
debt securities. — 9 Including negotiable subordinated bearer debt banking risks. — 12 Including "Special reserves". From June 1990 including
securities; excluding non-negotiable bearer debt securities. — 10 From the "computed counterparts” of the east German credit institutions in

January 1990 including all untaxed general value adjustments and
individual country risk value adjustments, which were previously mainly

shown under "Other liabilities®. — 11 Including participation rights capital

respect of the currency conversion (July 1, 1990: DM 30.1 billion). —
13 Collected separately only as from December 1993.
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IV. Credit institutions

3. Principal assets and liabilities, by category of banks *

DM billion
Lending to credit institutions Lending to non-banks
of which of which
Cash in Loans and advances
Number of hand and Securities not evidenced
reporting balances issued by by certificates for
credit with Balances jcredit Securities |Particip-
institu- Volume of {central and institu- upto 1 over 1 Bills issued by ating Other
tions business  jbanks Total advances |tions Total year year discounted | non-banks {interests |assets
All categories of banks
3,506 8,514.8 70.5 2,810.8 2,024.8 740.1 5,275.1 668.9 3,727.7 50.6 6183 1371 221.3
3,496 8,572.0 77.6 2,836.5 2,039.4 751.8 5,298.0 672.2 3,746.6 50.2 618.0 140.1 219.8
3,480 8,689.5 91.7 2,901.4 2,096.2 760.2 53275 681.1 3,765.0 49.9 620.5 1413 227.5
Commercial banks
330 2,134.9 17.1 599.9 474.2 117.9 1,381.3 322.5 777.8 29.4 214.7 2.8 63.7
329 2,153.9 25.4 605.4 476.6 120.8 1,384.7 3283 781.2 29.0 208.9 75.7 62.7
328 2,205.7 31.7 640.8 508.0 1245 1,391.0 3378 784.9 28.9 202.3 76.7 65.5
Big banks
3 814.6 10.4 204.0 160.7 42.2 538.8 153.4 279.9 13.6 84.1 45.1 164
3 829.6 17.4 202.0 156.1 44.8 545.1 158.8 281.1 134 84.3 48.0 171
3 860.2 18.5 230.8 181.6 48.1 547.3 162.3 282.4 13.2 82.6 48.5 15.1
Regional banks and other commercial banks 2
190 1,130.3 5.8 292.0 223.8 62.0 767.8 137.3 475.8 1.9 1151 27.2 37.3
188 1.128.5 6.7 2991 230.6 62.1 758.7 1355 474.8 11.8 108.3 27.2 36.7
187 1,141.3 11.7 298.9 230.1 62.2 762.2 139.7 476.8 12.0 105.1 27.6 40.8
Branches of foreign banks
76 140.8 0.3 86.9 76.9 9.9 45.2 18.2 9.8 2.8 3.2 0.0 8.3
77 147.0 0.6 87.4 771 10.2 51.8 20.5 131 2.7 14.2 0.0 7.2
77 154.7 0.6 943 84.0 10.1 51.8 21.8 13.7 2.7 2.5 0.0 8.0
Private bankers 3
61 49.3 0.6 17.0 12.8 3.8 29.5 135 12.2 1.1 2.3 0.5 1.7
61 48.7 0.6 16.8 12.7 3.8 29.1 134 12.2 1.1 2.1 0.5 1.7
61 49.4 0.9 16.9 12.4 4.1 29.6 13.9 12.0 11 2.2 0.5 1.6
Regional giro institutions (including Deutsche Girozentrale)
13 1,553.6 2.3 694.2 590.2 100.5 789.5 63.0 560.0 5.0 87.1 30.2 374
13 1,564.8 2.3 700.1 596.0 100.8 794.9 66.1 560.1 5.1 884 30.2 374
13 1,584.0 4.0 7176 614.5 100.4 792.0 60.9 560.7 4.8 90.8 30.2 40.2
Savings banks
603 1,610.1 26.9 398.1 122.5 270.0 1,134.3 137.0 8244 8.6 139.4 13.5 37.5
602 1,619.3 26.6 403.1 124.4 273.4 1,138.7 136.8 828.5 8.6 139.9 135 374
600 1,628.3 29.2 402.3 121.2 275.8 1,144.9 140.7 831.3 8.5 139.7 13.7 383
Regional institutions of credit cooperatives (including Deutsche Genossenschaftsbank)
4 301.5 1.2 194.5 128.0 63.3 88.7 15.9 344 2.1 20.9 9.7 7.3
4 303.2 1.0 196.4 128.6 64.5 88.4 145 34.6 2.0 22.0 9.7 7.6
4 312.6 1.4 203.2 133.6 66.2 89.4 14.2 34.9 2.1 227 9.8 89
Credit cooperatives
2,504 934.0 15.9 240.9 111.5 123.5 647.2 101.8 454.1 5.1 77.7 5.1 25.0
2,496 937.2 16.6 241.4 110.0 125.6 648.9 101.8 455.6 5.1 779 5.1 253
2,483 940.5 17.0 240.7 108.6 126.2 652.2 103.2 458.6 5.1 76.8 5.1 25.6
Mortgage banks
34 1,183.8 0.4 2515 2375 13.5 895.1 131 848.9 0.2 26.5 38
34 1,196.9 0.6 2548 2404 13.9 904.6 13.2 856.8 0.2 28.0 38 331
34 1,213.3 0.3 261.3 246.5 14.2 915.4 14.3 863.3 0.2 30.4 3.8
Credit institutions with special functions 4
18 796.9 6.7 431.8 360.9 51.4 339.0 15.7 228.2 0.3 52.0 2.1 17.3
18 796.7 5.1 4354 363.6 52.7 337.8 11.6 2297 0.3 52.8 2.1 16.3
18 805.0 8.1 4355 363.7 52.8 3427 10.1 231.2 0.3 57.7 2.1 16.5
Memo item: Foreign banks 5
155 391.2 2.4 180,51 147.0 294 189.6 51.9l 815 5.8{ 46.4' 2.1 l 16.7
154 3984 2.8 184.7 151.2 29.1 189.3 53.5 82.0 5.8 43.8 2.1 19.6
of which: Credit institutions majority-owned by foreign banks ©
78 244.2! 1.7 93.1 { 69.9 19.2 137.8 314 68.4 3.2 322 2.1 [ 9.5{
77 243.7 2.2 90.4 67.2 18.9 137.5 316 68.4 3.2 31.3 21 15

* Excluding the assets and liabilities of foreign branches. Statistical
alterations are not specially marked here, see changes in the Statistical
Supplement to the Monthly Report, Banking statistics. For the definition of
the items see the notes to Table IV. 1 "Assets* and IV. 2 "Liabilities",

page 16* ff. The figures for the latest date are always to be regarded as

20*

provisional; subsequent alterations, which will appear in the foliowing
Monthly Report, are not specially marked. — 1 Deutsche Bank AG, Dresdner
Bank AG, Commerzbank AG. — 2 Including private bankers whose business
is not organised in the form of a sole proprietorship or partnership. —
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Deposits of
credit institutions Deposits of non-banks
of which of which
Time deposits for Savings deposits
Bearer
1 month {3 months of which debt Capital
to less to less At three |Bank securities {(including
Sight Time Sight than 3 than 4 4 years months’ isavings jout- published | Other End of
Total deposits Jdeposits |Total deposits {months |years and more | Total notice bonds standing |reserves) |liabilities | month
All categories of banks
2,320.1 563.0] 1,623.3] 3,506.3 643.2 3233 119.4 9185] 1,175.9 905.0 237.1)  1,892.0 350.0 4465} 1997 Apr.
2.356.1 576.7{ 1,6450] 3.522.4 651.0 323.7 121.0 924.1| 11757 907.7 237.9F  1,906.0 352.1 4353 May
24172 632.01 1,651.4] 3,530.0 667.1 309.5 1236 92941 1,173.2 907.2 23861 1,926.9 3583 4570 June
Commercial banks
809.9 2616 507.2 749.2 2333 122.1 39.9 164.8 152.7 113.0 27.8 256.7 1253 193.9] 1997 Apr.
830.9 270.9 518.7 755.5 237.5 1228 41.0 165.0 152.1 112.4 28.1 258.7 125.1 183.6 May
862.4 301.1 520.4 758.8 246.8 1136 2.7 167.7 151.0 1115 282 262.1 1276 194.8 June
Big banks '
2882 107.9 166.4 357.2 1135 67.4 22.4 53.9 85.6 60.0 10.0 44.0 57.1 68.2| 1997 Apr.
2996 111.0 174.5 361.4 117.1 68.0 228 53.7 85.2 59.5 10.1 45.0 57.1 66.5 May
319.1 1324 172.8 364.8 1231 62.5 24.2 56.1 84.3 58.7 10.1 45.7 59.8 70.8 lune
Regional banks and other commercial banks 2
393.7 122.1 250.1 350.8 100.2 46.6 13.9 107.0 63.2 499 15.9 210.9 62.9 112.0} 1997 Apr.
397.9 1295 246.9 3529 100.7 46.8 14.7 107.4 63.0 49.8 16.2 211.9 62.4 103.4 May
401.1 1320 2478 3534 104.1 435 15.0 107.7 62.8 49.8 16.2 2146 62.3 109.9 June
Branches of foreign banks
116.7 84.6 10.2 5.1 1.2 1.2 23 0.0 0.0 0.1 0.8 1.9 11.0} 1997 Apr.
122.1 27.2 91.4 1058 58 1.1 1.2 23 0.0 0.0 0.1 0.8 2.2 11.0 May
130.2 333 93.4 10.1 5.2 10 1.2 23 0.0 0.0 0.1 0.8 2.2 11.3 June
Private bankers 3
1.3 3.1 6.1 31.0 14.5 6.8 24 16 3.8 3.1 1.8 1.0 33 2.71 1997 Apr.
1.2 3.2 6.0 30.4 13.9 6.9 2.3 1.6 3.8 3.1 1.8 1.0 33 2.7 May
1.9 34 6.3 0.5 14.4 6.5 23 1.6 3.8 3.0 18 1.0 33 2.7 June
Regional giro institutions (including Deutsche Girozentrale)
571.1 153.7 405.6 3417 1 133 125 2124 20.6 19.3 1.1 546.6 52.0 423} 1997 Apr.
577.4 156.5 409.1 3425 326 12.4 13.2 214.0 20.5 19.3 1.1 547.4 52.9 446 May
589.0 165.4 4120 343.1 343 109 12.9 214.8 20.4 19.2 11 553.6 535 448 June
Savings banks
307.9 420 2422 1,079.8 2105 95.9 215 136 599.8 4475 136.7 95.6 64.6 62.2] 1997 Apr.
310.4 409 2457 1,084.1 2128 97.1 21.4 13.8 600.0 449.9 137.2 96.6 65.2 63.1 May
315.0 4338 2478| 1,083.0 2144 94.2 22.0 14.0 598.8 449.9 137.8 9.4 66.3 67.6 June
Regional institutions of credit cooperatives (including Deutsche Genossenschaftsbank)
191.1 60.5 1236 27.8 4.4 15 3.7 17.5 0.0 0.0 0.1 55.4 1.7 15.4] 1997 Apr.
192.9 60.0 125.8 28.0 4.1 14 41 17.9 0.0 0.0 0.1 55.6 11.8 14.9 May
199.5 66.6 1253 29.7 6.1 1.5 4.0 18.0 0.0 0.0 0.1 55.2 124 15.9 June
Credit cooperatives
1213 9.5 95.7 690.7 127.9 85.3 36.1 298 343.2 275.2 67.8 48.3 45.0 28.7| 1997 Apr.
122.7 10.7 95.9 692.8 1295 85.4 35.7 30.1 3437 276.4 67.7 48.3 45.3 28.2 May
124.0 1.7 9.2 £693.0 131.4 839 35.4 302 343.7 276.8 67.8 485 45.9 29.1 June
Mortgage banks
131.4 3.2 1153 295.3 3.4 12 14 285.1 0.3 0.3 0.3 690.2 27.4 39.5} 1997 Apr.
135.1 15.0 117.1 296.7 31 13 1.3 286.8 03 0.3 0.3 698.2 275 39.4 May
137.2 175 116.7 298.4 3.6 1.2 1.3 288.1 0.3 0.3 0.3 708.3 28.1 414 June
Credit institutions with special functions 4
187.4 226 1337 321.8 30.6 3.9 42 195.4 59.3 49.6 3.3 199.2 24.0 64.5] 1997 Apr.
186.7 227 1327 3228 313 3.4 43 196.5 59.1 49.4 3.4 201.2 24.4 61.6 May
190.1 26.0 133.2 324.0 30.5 43 53 196.6 59.0 495 3.4 202.8 245 63.5 June
Memo item: Foreign banks >
l 2384 70.3] 156.8 34.3l 31.9 8.9 5.ol 163 143 8.5 5.5 18.7 15.7 34.1} 1997 May
2433 745 157.5 84.8 326 8.6 47 16.6 14.1 8.4 55 18.5 15.7 36.2 June
of which: Credit institutions majority-owned by foreign banks ¢
l 1162 431 65.4 73.5 26.1 7.8 3.8 14.0 14.2 8.5 53 17.9 135 23.1] 1997 May
113.1 412 64.0 74.6 27.4 7.6 35 143 14.0 8.4 53 176 13.4 24.9 June

3 Only credit institutions organised in the form of a sole proprietorship or foreign banks" (of dependent legal status). — 6 Separate presentation of
partnership; see also footnote 2. — 4 Including Deutsche Postbank AG. — the credit institutions majority-owned by foreign banks, included in the
5 Sum of the credit institutions majority-owned by foreign banks and banking categories "Regional banks and other commercial banks", "Private
included in other categories of banks, and of the category "Branches of bankers" and "Mortgage banks".
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4. Assets and liabilities vis-a-vis residents *

DM billion
Lending to domestic credit institutions 1 Lending to domestic non-banks 6

Balances Negotiable Treasury

and loans money mar- Loans and bilis and

Cash in and ad- ket paper |Securities advances negotiable
hand Balances vances not issued by issued by not money mar-

(domestic iwith the evidenced ; Bills credit credit evidenced |Bills ket paper

notes and | Bundes- by certi-  [dis- Trust institu- institu- by certi-  idis- Trust issued by
coins) bank Total ficates2 [counted }loans3 tions 4 tions 5 Total ficates counted {loans 3 non-banks 7
End of year or month *
11.8 71.7 964.6 609.8 19.0 3.9 - 3319 2,200.3 1,949.3 57.9 69.1 3.0
12.2 76.7 1,014.4 651.1 17.5 4.1 - 3417 2,332.4 2,062.1 57.0 70.1 3.2
14.2 82.6 1,062.4 692.8 19.1 4.7 - 3458 2,470.1 2,189.4 58.8 71.9 4.0
21.1 96.6 1,420.8 1,001.7 16.8 5.5 - 396.8 2,875.0 2,546.9 61.1 739 19.7
22.8 90.0 1,424.9 976.5 225 6.3 - 4195 3,147.0 2,813.8 62.5 751 1.7
26.8 88.2 1,483.5 1,020.8 19.0 8.6 - 435.1 3,478.2 3,034.9 52.1 79.5 9.6
26.7 75.3 1,596.8 1,076.2 14.7 93 33 493.2 3,826.4 3,2916 447 81.6 5.6
25.0 61.5 1,695.6 1,150.6 17.4 9.5 4.6 513.6 4,137.2 3,502.8 459 84.4 2.2
26.0 61.0 1,859.9 1,264.9 17.5 1.4 43 561.9 4,436.9 3,802.0 46.8 88.1 1.4
289 59.7 2,134.0 1,443.3 17.9 12.2 34 657.2 4,773.1 4,097.9 44.8 106.0 59
226 449 1,880.9 1,275.2 173 11.3 39 573.1 4,458.5 3,811.4 438.1 87.6 1.2
22.3 47.4 1,910.0 1,301.3 17.2 11.3 4.4 575.8 4,486.5 3,831.4 47.6 87.8 1.2
22.2 49.1 1,917.7 1,295.6 17.4 11.0 44 589.3 4,519.6 3,854.3 483 87.8 0.9
22.8 50.1 1,928.6 1,296.6 173 11.0 31 600.6 4,552.7 3,8745 494 87.6 1.1
22.4 48.3 1,926.4 1,288.2 17.5 11.0 2.9 606.8 4,564.5 3,887.7 49.9 88.4 1.3
224 47.8 1,959.9 1,317 17.4 12.8 2.4 607.7 4,580.0 3,893.6 50.1 103.9 1.2
22.6 411 1,969.8 1,326.5 17.2 12.6 25 611.0 4,591.4 3,906.6 50.3 104.2 4.1
22.2 46.3 1,993.7 1,3456 16.9 12.6 35 615.0 4,607.8 3,922.2 50.8 104.9 3.2
22.7 55.8 2,022.3 1,356.6 16.9 12.2 2.9 633.8 4,625.9 3,948.5 49.6 104.4 32
23.3 48.8 2,058.1 1,384.4 16.8 12.5 3.4 641.0 4,671.8 3,982.8 49.6 105.0 8.0
22.3 44.6 2,146.5 1,458.4 17.6 124 3.2 655.0 4,722.1 4,029.0 49.7 105.5 7.4
28.9 59.7 2,134.0 1,443.3 179 12.2 34 657.2 4,773.1 4,097.9 448 106.0 5.9
225 48.9 2,122.1 1,417.8 18.1 12.6 3.0 670.6 4,784.4 4,084.0 47.2 106.1 6.0
22.1 50.0 2,162.1 1,446.7 18.0 121 26 682.8 4,818.1 4,107.2 47.3 106.9 6.1
24.7 51.7 2,187.0 1,453.4 18.1 12.0 2.5 701.0 4,855.2 4,128.3 47.9 106.8 5.8
23.2 45.6 2,206.7 1,466.3 ] 17.5 12.3 2.8 707.7 4,868.3 4,137.3 48.3 106.5 4.6
23.2 52.7 2,2383 1,489.7 17.6 11.9 2.3 716.9 4,891.8 4,157.7 48.0 107.0 38
23.4 66.5 2,269.4 1,513.4 176 121 1.7 7246 4,901.7 4,173.5 478 106.3 3.6
Changes *
+ 041 + 500 + 509! + 411 - 15 + 03 -1+ 109] + 1341} + 1126] - 1.0 + 1.0 + 0.2
+ 2.0 + 58, + 508, + 417 + 1.6 + 0.5 - + 7.0/ + 1389} + 1264 + 2.6 + 1.7 + 08
+ 64 + 139] + 1128 + 565 - 22 + 08 - + 576] + 2199] + 1824 + 23 + 2.0 + 3.0
+ 1.7 - 6.6, + 464: + 134 + 538 + 08 - + 265, + 2857 + 281.1 + 13 - 19 - 80
+ 2.8 + 63 + 776 + 610 - 35 + 23 - + 17.8] + 2943] + 249.2 - 104 + 15 - 22
- 01 - 129f + 1333! + 752! - 43 + 0.7 + 0.1 + 61.5; + 339.8! + 2591 - 74 + 21 - 45
- 17 ~ 138! + 991 + 736 + 27 + 0.1 + 1.3 + 2137 + 3205] + 240.2 1.2 + 2.6 - 33
+ 1.0 -~ 05: + 1935 + 1394 + 041 + 0.2 - 05 + 543{ + 312.8] + 3036 1.0 + 73 - 08
+ 2.9 - 131 + 2578, + 1618 + 04 + 0.8 - 11 + 958; + 33637 + 311.7 - 2.0 + 33 + 47
- 34 - 1600 + 209) + 101 - 0.2 - 01 - 03 + 11.4] + 219 + 85 + 13 + 06 - 0.2
- 03 + 25] + 292{ + 262 - 0.1 + 0.0 + 0.2 + 29 + 282, + 201 - 05 + 0.2 + 0.2
- 01 + 1.6, + 77 - 5.8 + 02 - 03 + 041 + 1367 + 331, + 230 + 07 - 00 - 03
+ 0.6 + 11 + 106 + 0.8 - 00 + 0.0 - 13 + 1.2, + 320F + 192 + 1.1 - 01 + 0.1
- 04 - 18, - 23 - 85 + 02 - 01 - 02 + 63; + 108 + 143 + 05 + 08 + 0.2
- 00 - 05: + 178, + 158 - 0.1 + 18 - 05 + 08; + 1567 + 219 + 02 - 03 - 00
+ 03 - 67; + 101i + 71 - 0.2 - 01 + 0.1 + 337 + 119 + 134 + 0.2 + 03 + 2.8
- 04 + 527 + 2397 + 191 - 03 - 00 + 1.0 + 40; + 163} + 155 + 06 + 0.7 - 09
+ 0.5 + 9501 + 283, + 107 - 00 - 05 - 0.7 + 1881 + 186 + 259 - 13 - 05 + 0.0
+ 06 - 7.0{ + 358 + 278 - 0.1 + 04 + 05 + 727 + 460f + 344 + 00 + 06 + 4.8
- 1.0 - 41y + 883 + 738 + 07 - 01 - 0.1 + 140; + 501} + 460 + 04 + 05 - 08
+ 66 + 15.1 - 125: - 152 + 04 - 0.2 + 0.2 + 247 + 517{ + 696 - 49 + 05 - 13
- 64 - 108; - 128{ - 265 + 0.1 + 04 - 04 + 136} + 11.7: - 137 + 23 + 0.1 + 0.1
~ 04 + 11 + 398, + 285 - 01 - 05 - 04 + 1247 + 331 + 225 + 0.1 + 08 + 0.0
+ 2.6 + 1.7¢ + 249¢ + 6.9’ + 0.1 - 0.1 - 041 + 18.1 + 374; + 214 + 06 - 0.1 - 03
- 15 - 60 + 19.4; + 125 - 0.6 + 03 + 03 + 68 + 1261 + 8.5 + 04 - 03 - 12
- 0.0 + 7.1 + 317, + 235 + 0.0 - 05 - 05 + 9.1 + 239: + 204 - 03 + 06 - 08
+ 0.2 + 138% + 3067 + 232 + 0.0 + 0.2 - 0.6 + 7.8 + 931 + 151 - 02 - 07 - 03

* Excluding assets and liabilities of foreign branches (see Table IV. 18) and of
building and loan associations (see Tabie IV. 19). From June 1990 including
assets and liabilities of east German credit institutions. Statistical alterations
have been eliminated from the changes. The figures for the latest date are
always to be regarded as provisional; subsequent alterations, which will
appear in the following Monthly Report, are not specially marked. —

22*

1 Excluding loans to building and loan associations. — 2 Inciuding balances
on postal giro accounts and claims in respect of registered debt securities
outstanding. — 3 Up to November 1993: loans on a trust basis. — 4 Up to

November 1993 included in securities (see also footnote 5). — 5 Up to
November 1993 including negotiable money market paper; excluding
registered debt securities. — 6 Including loans to building and loan
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Particip- | Deposits of domestic credit institutions 9. 10 Deposits of domestic non-banks 9. 12
ating
interests
in
domestic
credit
Securities jEqualisa- jinstitu- Sight Time Bills Bank
issued by {tion tions and depos- depos- Trust redis- Sight Time Savings jsavings |Trust
non-banks}claims 8 Jenterprises | Total its 11 its 1 loans 3 counted iTotal deposits |deposits {deposits {bonds 13 {loans 3
End of year or month *
1185 2.4 26.3 731.9 99.9 541.1 211 69.8 1,822.5 260.3 610.1 7071 188.4 56.6
137.8 2.2 27.6 833.2 101.4 641.9 20.9 68.9 1.921.5 283.7 663.4 728.0 188.2 58.3
144.0 1.9 31.0 902.8 1104 697.8 20.9 73.7 2,028.2 303.0 756.6 705.6 202.5 60.5
171.7 1.7 39.5 1,249.7 256.4 878.1 21.9 93.4 2,3345 424.6 866.3 755.2 226.5 61.8
181.5 2.4 413 1,249.6 226.9 913.1 21.7 87.8 2,462.7 4313 976.6 7541 236.7 64.0
237.8 64.3 49.4 1,266.2 301.2 864.7 22.4 78.0 2,570.4 468.3 1,020.9 770.7 240.0 70.4
327.7 753 59.5 1,395.2 380.2 917.9 27.9 69.2 2,788.1 513.6 1,123.6 859.4 219.1 72.4
433.7 68.1 70.7 1,427.9 342.8 976.9 331 75.2 2,875.7 540.2 1,109.3 940.5 206.9 78.8
427.3 713 83.2 1,539.4 363.9 1,065.1 35.0 75.5 3,021 579.9 1,086.1 1,046.1 227.4 816
437.2 813 89.7 1,731.0 401.1 1,202.4 52.2 75.4 3,241.5 6751 1,109.8 1,143.0 227.8 85.8
438.1 721 84.0 1,525.8 3474 1,066.8 35.1 76.4 3,004.8 534.9 1,102.9 1,061.0 224.6 815
436.9 81.7 84.3 1,556.3 358.4 1,086.7 35.3 75.9 3,031.1 541.4 1,108.9 1,074.2 222.6 84.1
446.8 815 848 1,558.5 343.8 1,103.7 34.8 76.2 3,029.0 538.8 1,103.7 1,081.0 221.6 84.0
458.9 81.2 85.2 1,554.0 350.3 1,092.0 34.8 76.9 3,032.9 544.1 1,098.8 1,085.8 220.8 83.4
453.7 83.5 85.8 1,545.0 3378 1,094.5 35.2 77.5 3,042.2 545.1 1,103.6 1,088.5 221.0 84.0
447.6 83.4 85.1 1,577.1 352.0 1,095.4 52.1 77.6 3,050.3 557.4 1,097.4 1,090.0 221.1 84.3
444.6 81.7 86.9 1,577.2 335.9 1,111.6 52.2 77.5 3,054.0 553.8 1,103.1 1,091.3 221.5 84.3
445.1 81.7 87.1 1,602.7 3433 1,128.9 52.6 77.8 3,067.0 555.2 1,110.7 1,094.2 222.2 84.7
438.5 81.8 87.2 1,620.8 359.9 1,132.3 51.8 76.8 3,078.3 568.9 1,104.3 1,097.4 2228 84.8
444.6 81.8 87.3 1,650.1 367.1 1,154.0 52.3 76.8 3,093.0 579.6 1,100.4 1,103.4 224.3 85.3
449.2 81.6 87.3 1,719.3 388.6 1,200.8 52.4 77.4 3,132.2 617.4 1,095.0 1,107.9 226.1 85.8
437.2 81.3 89.7 1,731.0 4011 1,202.4 52.2 75.4 3,241.5 675.1 1,109.8 1,143.0 227.8 85.8
461.6 79.5 89.4 1,690.1 380.4 1,179.7 52.4 77.6 3,196.8 604.7 1,127.5 1,150.0 228.4 86.2
472.6 78.1 89.6 1,727.5 409.2 1,188.1 52.6 77.6 3,201.1 603.6 1,127.6 1,154.8 228.7 86.4
488.0 78.3 89.9 1,7331 405.7 1,196.7 52.3 78.4 3,198.4 601.8 1,124.2 1,156.0 229.9 86.6
493.2 78.4 90.0 1,736.2 389.8 1,216.5 52.5 775 3,199.0 604.6 1,125.6 1,153.2 230.5 85.1
496.2 79.0 90.0 1,763.4 397.0 1,236.1 52.6 77.8 3,214.2 612.4 1,132.2 1,153.1 231.2 85.4
491.2 79.3 90.3 1,796.5 430.2 1,236.7 52.5 77.1 3,215 627.6 1,120.0 1,150.7 2319 84.8
Changes *
+ 215] - 03 + 171 + 1012} + 14} + 1008 - 02| - 09§ + 988} + 229} + 535} + 209{ - 02 + 16
+ 76} - 02 + 350 + 694] + 91 + 548 +00] + 55§ + 10700 + 196] + 932] - 224} + 143 + 22
+ 304 - 03 + 721 + 859§ - 107.9] + 1731 + 09 + 19.81 + 1253 + 324 + 1048 - 374 + 240 + 1.4
+ 134 - 03 + 39{ + 378} - 79} + 513 - 0.2 - 5.6 + 1250 + 461 + 1102 + 09 + 10.2 - 09
+ 571 - 1.0 + 791 + 3971 + 740} - 255 + 1.0 - 98] + 126.0 + 336] + 696 + 163 + 3.3 + 3.2
+ 102.0 - 14 + 9.8{ + 1453} + 751} + 7741 + 19 - 8.8 + 2167 + 438 + 969] + 887 - 14.6 + 2.0
+ 86.7 - 6.9 + 1131 + 324} - 314 + 530 + 4.9 + 6.0 + 850 + 2831 - 141] + 812 - 122 + 1.8
+ 29 - 12 + 125)1 + 1342 + 204} + 1115 + 2.0 + 04] + 1583 + 489] - 1427 + 1056 + 11.7 + 6.3
+ 106 + 80 + 65| + 17591 + 366} + 137.7 + 1.7 - 02] + 2184 + 943] + 232] + 969 + 07 + 3.3
+ 110 + 08 + 08} - 139] - 166 + 1.7 + 0.1 + 09i - 163 - 454] + 168] + 149 - 27 + 0.2
- 15 + 96 + 03] + 306] + 110} + 200 + 0.1 - 05] + 244 + 66 + 60 + 132 - 20 + 0.6
+ 100 - 02 + 05p + 22| - 146} + 169 - 0.4 + 04] - 22 ~ 26] - 52 + 68 - 1.0 - 01
+ 120 - 03 + 03} - 48] + 63} - 117 - 0.1 + 06] + 42 + 491 - 49 + A9 - 08 + 0.1
- 52 + 04 + 06}] - 88 - 1267 + 27 + 04 + 07) + 9.0 + 09 + 45{ + 29 + 02 + 0.6
- 61 - 01 - 07F + 163 + 1427 + 09 + 11 + 011 + 82 + 124 - 62 + 1.4 + 0.2 + 04
- 30 - 17 + 18F + 04} - 158] + 163 + 0.0 - 017 + 41 - 33 + 58] + 1.2 + 03 - 0.0
+ 04 - 00 + 03} + 254 + 747 + 173 + 0.5 + 03] + 129 + 13 + 75 + 29 + 0.8 + 04
- 57 + 041 + 0.0} + 179} + 163} + 34 - 08 - 10} + 115 + 134, - 637 + 32 + 1.2 + 0.1
+ 6.1 - 00 + 01} + 293} + 721 + 217 + 04 - 0.0; + 148 + 108, - 39 + 59 + 15 + 0.6
+ 46 - 02 + 01)] + 69.0] + 214} + 468 + 0.2 + 071 + 390 + 3767 - 54, + 46 + 1.8 + 0.5
- 120 - 03 + 241 + 122] + 124] + 18 + 0.1 - 21 + 1087 + 576, + 146 + 35.1 + 14 + 0.1
+ 24.6 - 18 - 03} - 4.3} - 211} ~ 227 + 0.2 + 23] - 452 - 709 + 1773 + 7.0 + 0.7 + 03
+ 11.0 - 14 + 03} + 369} + 284 + 84 + 0.2 ~ 00} + 39 - 15/ + 01} + 49 + 03 + 0.2
+ 154 + 03 + 03{ + 571 - 34/ + 86 - 03 + 08 - 25 - 1.7 - 34§ + 1.1 + 1.2 + 0.3
+ 52 + 0.0 + 01 + 29§ - 162f + 198 + 0.2 - 09} + 1.6 + 241 + 147 - 27 + 0.6 - 0.1
+ 34 + 06 + 00} + 272] + 73} + 195 + 0.1 + 03] + 153 + 79} + 677 - 02 + 07 + 0.2
- 50 + 03 + 03] + 3241 + 3291 + 06 - 04 ~ 07i + 08 + 1481 - 122 - 23 + 08 - 02
associations. — 7 Treasury bills and Treasury discount paper (excluding liabilities to domestic building and loan associations. — 11 Including
mobilisation and liquidity paper); up to November 1993 excluding liabilities arising from securities sold to the Bundesbank in open market
negotiable money market paper. — 8 Including debt securities arising from transactions under repurchase agreements. — 12 Including liabitities to

the exchange of equalisation claims. — 9 Including liabilities arising from
registered debt securities, registered money market paper, non-negotiable
bearer debt securities; including subordinated liabilities. — 10 Excluding

domestic building and loan associations. — 13 Including liabilities arising
from non-negotiable bearer debt securities,
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IV. Credit institutions

5. Assets and liabilities vis-a-vis non-residents *

DM billion
Lending to foreign credit institutions Lending to foreign non-banks
Balances and loans and Negotiable Loans and advances not Treasury
advances not evidenced by money evidenced by certificates, bills and
certificates, bills discounted 1 market bills discounted negotiable
Cash in paper Securities money
hand Medium issued by |issued by Medium market
(foreign and credit credit and paper
notes and Short- long- Trust institu- institu- Short- long- Trust issued by
Period coins) Total Total term term loans 2 tions 3 tions 4 Total Total term term loans 2 non-banks
End of year or month *
1987 0.7 249.5 240.2 165.8 74.4 29 ~ 6.4 117.7 98.0 14.1 83.9 6.4 1.3
1988 0.8 283.4 2721 198.8 733 3.0 - 83 125.5 103.9 16.6 87.2 6.2 1.2
1989 08 358.6 345.2 2708 74.3 36 - 9.8 137.8 110.9 20.0 90.8 7.7 1.0
1990 1.0 422.4 400.6 3033 97.3 7.2 - 14.6 167.5 130.9 29.2 101.7 11.9 0.6
1991 1.1 419.6 395.8 266.5 1293 6.4 - 17.5 188.7 142.6 27.7 114.8 13.5 14
1992 1.0 405.6 3774 250.0 1274 6.8 - 213 217.8 157.3 30.2 127.1 14.8 0.4
1993 1.2 533.8 498.3 360.5 137.7 11.2 0.1 243 262.5 184.0 48.3 135.7 15.5 0.0
1994 1.2 492.3 455.0 309.0 146.0 13.5 0.1 23.7 257.4 173.0 35.0 138.0 17.3 0.6
1995 1.2 538.4 500.8 349.7 151.1 11.8 0.1 25.6 289.2 191.1 421 148.9 16.7 1.7
1996 14 588.9 544.2 386.6 157.6 13.0 03 31.5 352.0 230.4 60.2 170.2 12.7 4.9
1996 Jan. 1.3 532.1 493.1 336.6 156.5 124 0.1 26.4 293.7 192.1 444 147.8 16.7 2.2
Feb. 1.2 541.5 499.4 3434 156.1 14.6 0.2 27.4 297.8 192.7 448 148.0 17.0 2.4
Mar. 1.4 544.2 502.7 3425 160.2 143 0.1 27.0 299.2 1955 43.1 152.4 138 23
Apr. 14 534.4 491.9 330.2 161.8 13.8 0.2 28.5 310.5 201.9 47.1 154.8 14.1 3.2
May 1.4 534.1 491.7 3308 161.0 13.9 0.1 28.3 318.7 208.8 51.9 156.9 14.2 27
June 1.7 549.9 507.2 348.2 159.0 13.7 0.1 28.8 322.2 2106 53.0 157.6 14.5 2.7
July 1.8 535.0 491.9 336.4 155.6 13.8 0.1 29.1 3211 210.8 53.0 157.8 12.2 23
Aug. 1.5 542.2 498.7 343.8 155.0 13.8 0.2 294 3209 2127 53.7 158.9 121 1.9
Sep. 1.5 553.9 510.5 355.9 154.5 13.7 0.2 295 328.1 2142 52.8 161.4 12.2 23
Oct. 1.3 529.1 485.5 330.2 155.2 13.6 0.2 29.9 336.4 218.6 56.3 162.3 122 2.1
Nov. 1.3 559.3 514.9 358.4 156.6 13.6 0.2 306 345.7 225.1 60.0 165.1 12.3 47
Dec. 1.4 588.9 544.2 386.6 157.6 13.0 0.3 315 352.0 230.4 60.2 170.2 12.7 4.9
1997 Jan. 1.4 575.0 530.6 3720 158.7 13.2 0.3 309 365.8 241.0 66.9 174.0 12.9 5.0
Feb. 14 588.2 542.6 383.2 159.5 134 0.3 31.9 389.2 254.1 77.3 176.8 129 6.4
Mar. 1.5 602.3 555.8 3959 159.9 13.4 03 32.7 392.5 253.8 76.2 177.6 133 6.7
Apr. 1.6 604.1 558.9 397.8 161.1 125 0.4 323 406.9 261.5 79.9 181.5 13.6 6.6
May 1.7 598.1 550.1 388.0 162.1 12.6 0.4 349 406.2 263.2 79.6 183.6 14.1 7.2
June 1.8 632.0 583.3 4193 163.9 12.