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MEMORANDUM FOR THE PRESIDENT

Subject: International Financial Developments

The dollar remained virtually unchanged this
week relative to a weighted average of major trading

currencies.

Gold fell in London early in the week but then
rose somewhat later. Gold market activity in the

United States has been quite thin.
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Supplementary Analysis of This Week's
International Financial Conditions

The U.S. dollar fell very slightly in foreign exchange
markets this week, which increased in activity from the
recent year-end slowdown. The Federal Reserve discount rate
reduction last Friday to 7.25 percent from 7.75 percent
imparted some weakness to the dollar in this period.

The Swiss National Bank intervened in support of the
dollar this week for the first time in two years. Interven-
tion in the amount of $106 million over the week, and new
controls on the forward market, eased the upward pressure
on the Swiss franc which has risen to unrealistic levels
recently largely due to speculative activity.

There was also considerable activity in the French franc,
but the market was mixed. The French bank rate was reduced
from 13 percent to 12 percent, but some speculation in the
franc also resulted from the revaluation of French official
gold to $170.40 per ounce. French official reserves will
hereafter be revalued or devalued periodically based on an
average of previous market quotations.

The Canadian dollar fell this week to its lowest level
since 1973, resulting from forward market pressure. The
pound sterling also weakenéd, which perhaps is attributable
to the new 20 year low of the British stock market and to the
fears of corporate liquidity problems.

U.S. investors continue to be cautious on gold. Only
750,000 ounces of the originally intended 2 million were
auctioned on Monday, with a $153 per ounce bid the lowest
accepted.










Date:

January 10, 1975

Gl

90 Days Co
Type of Forward ~ T.et Ner > - _
Countr Market Market |Premiun(+)] Covered |Arbitrage
v Instrument Rate Discount(-) Yield Incentive:
) ' (a.r.) B
U. S. 90 Day CD's 8.00 —— 8.00
Eurodollars 90 Day~_Bank 8.688 L 8.688
Deposit
U, K. Interbank Loan Rate}11.875 -7.40 4.475 -3.525
Canada Finance Company | g 95 +.06 8.81 +.81
Paper
Germany Interbank Loan Rate{ 7.70 S +1.52 9.22 +1.22
Switzerland |Commercial Bank | g g +1.38 9.38 +1.38
Prinie Rate
Commercial Bank
France Prime Rate 14.40 -6.31 8.09 +.09
iCommercial Bank

* 60 days.






