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1979: The Year of the Metals

Jan. lst, 1979

Nineteen-seventy=~nine should witness an extra-
ordinary rise in metal prices. That is the
un~sophisticated conclusion arrived at by simply
examining long term charts of those commodities
comprising the metals sector.
shakeout during November, both Gold & Platinum
refused to violate major uptrends and have now
resumed their advance which call for projected

targets of $300 ~310/0z and $470-490/0z respectively.

The vastly superior relative strength -
of Gold & Platinum does not, in any way,
detract from the upside potential of the other
membersof the group. Starting in mid-1977,
Silver prices initiated a sluggish uptrend
which cause it to'break out' of a four-year
high-level triangle. A challenge to the
1974 high of $6.40/0z was guickly repulsed
during the November generel melee but prices
have now steadied and are, once again,
threatening to move into new all-time highs.
For 1979 we expect a minimum upside move of
50% from present levels with downside reactions
being contained at $5.90/0z and $6.40/0z in
the initial stages of the advance. Our
discussion of base metals is restricted
merely to Copper given the limited specu=~
lative following enjoyed by Lead & Zinc.

It should be noted, however, that Lead
prices are displaying exceptional strength
particularly in view of the sizeable back-
wardation that has developed in the cash

to 3-months position at the LME. With the
exceptlon of a short-lived and abortive
rally in mid-1976 and one in early 1977,
Copper prices have spent the best part of
the past four years below 65¢/1b. This
gross undervaluation (particularly when
viewed against the backdrop of a collapsing
dollar) has enabled consuming units around
the world to whittle down a burdensome

two million~-ton-plus surplus by at least
25 %. Robust economic recovery in
Western Europe & Japan & boom conditions

in the U.S. will transform Copper's near-
equilibrum of supply and demand to chronic
excess~demand with prices averaging well
over 90¢/1b for all of 1979.

Basic to technical analysis is its total
indifference to fundamental factors. The
care little about such mundane
matters as OPEC, the U.S. dollar & recessions.
In an almost defiant tone, they are signalling

. that a worldwide recession is not imminent,

that accelerating inflation will drown-out
OPEC's 14.5% oil mark-up, that the U.S. dollar

- could go either way and it would make no

difference because the damage has already

* been done ...

Despite a sizeable

Cabie: Friedco Toronto  Telex: 06-23446 .
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Monetary_Policy— The U.S. Dollar & Interest Rates

Seeing that Fed Funds have been allowed to ' Table I .
trade as high as 10 1/2%, can we conclude that RS +
U.S. monetary policy has become more restrictive? Member Banks Excess Reserves*
The answer is, probably not. (Million of U.S.$) :
Last month we commented that the Fed was . 1977 1978
‘forced' to finance a $3 billion increase in -_— -_
member bank reserves if only because Jan. 157 305
a) the increase was already predetermined two Feb. 195 133
weeks in advance & Mar. 265 306
b) Commercial banks, as a whole, could not ' Apr. 11 64
possibly meet this 'margin call' without resort May 272 252
to. the Fed, given their extremely low level of Jun. : 113 137
excess reserves. Jul. 348 140
We faulted the Fed, however, for not pushing Aug 199 262
member banks to the Discount window, for not Sep: 191 264
allowing substantial reserve deficiencies and . { QOct. 339 143
for continuing to give the impression that } Nov. 135 262
Federal Reserve Credit would be forthcoming ! pec. 174 172pP
with small increments in the Funds rate, thus f ;
exonzratlng the banking system from building ! * Monthly average of daily figures |
i 1
. That the commercial banks under- } Source: Federal Reserve (A.5) :
stand the Ped's game is quite clear: they -+ -
adjust earning assets down to the
thin wire knowing fully well that, at a very
small cost of perhaps 1/4 - 1/2%(that being
the regular ‘increment in the Funds rate) Table II
thiy can fund their burgeoning loan demand.
A look at Table I indicates that only once
during 1978 did member banks adopt a cautious -‘ifff’i‘.’ff-iff‘iffﬁiff--‘
asset policy - the period January-March - '
influenced, probably, by the first substantial .
increase in the Discount Rate (6 1/2% from 6%) o._JOTAL RESERVFS v | NON-AORRANED RESERVES ¢
that took place in January. Clearly, tne -
Fed's interest rate policy has fostered a 13 wKS 26 rKS 52 wx8 13 WKS 2k wKS §2 wKS
feeling of deja vu - money will always be ceesmen  cecnae LT cescee sscnme ceseces
available, if only a bit more dear.
A similar observation can be made by looking AUG.2/78
at Table I : slight tightening of member i 1.8 1.5 8.0 9.5 3.0 S.86
_bank reserves offset by a more comfortable | 16 A.3 5.8 5.9 9.a 1.9 5.3
growth in their non-borrowed portion. ! 23 ;.\ s.g a7 ;.: 2.: ;.g
Currency and coin held by the non-bank sep s a1 i T o 2.1 7.8
public ( an aggregate measure not tainted by 13 6.9 7.4 7.4 5.0 3.8 1.2
the recent introduction of Automatic Transfer : 20 5.0 8.0 7.2 ko3 a.9 7.0
Service (ATS) between savings & checking accounts) U ncron 3 ny A Te as P
and, similarly,Member Bank Deposits gubject : 11 o.0 a.1 Asa o2 3.8 7.0
to Reserve Requirements(Table IIT ) continue to ! 1A ull 9.1 7.9 4.5 3.4 1.5
grow at double-digit rates. i oy o1 e . rg aa - -
i NQV. Ja . - - - .
Thus far the Fed has failed to find s 1.7 6.6 5.9 3.9 6.6 1.7
that rate that will enable it to slow down 15 3.6 5.9 6.5 5.8 7.6 6.7
monetary aggregates.It could accomplish this 2§ a.2 5.5 :~‘3 :-3 ;; ;’-:
objective by either : a) forgetting about oEC o pg 2 o as I o
Fed Funds targets, allowing these to trade 13 &.1 5.0 6.7 a.3 n.2 7.1

freely at prohibitive levels & thus warning
member banks about the desirability of con- ALL PEHCENTAGE CHANGES 8RE AT SEASONALLY ANIUSTED
tinui o fund uncontrolléd asset growth * AL NTaG RS 8 SEAS JUSTE
througg ":liability management’ and/gr ANNUAL RATES, NOT COMPCWNDED.
b) raise,at once,administrative rates 3 *¢ MVEWAGE OF & WEEKS ENOFD FROU 4 A€ECS AVERAGRE..,

. . ) [
percentage points above what is perceived
to be the expected rate of inflation with
the result that positive real rates of
return will curtail bank credit. Table III

As of Dec. 29,1978 j
. L svesme oty e - !
. _ [ (MEMBER BANK DEPOSITS - SUBJECT TO RESERVE REQUIREMENTS
5 g:"A Settle Yield US Treasury Bonds i
! ua: i ; DATE 3 MO. » 6 MO, * 12 MO ww
87-27 9-758 Mar 80-~12 9,050 . | Eme- - wawnowo 0w -- LY T e
§ g:g: g7-3o 9,743 June 90~-18 9.028 ! i
! 8-05 9.708 Sept 90-30 8.984 TR T 12.90 o
| Dec. 88-10 9.682 Dec. 91-02 8.969 I ¢ FEs. 78 9.84 10016 HH
! Mar.80  88-05 9.708 Marso $1-06 8.955 L1 waR. 78 o.as 10.80 8.50
{ Jun 88-01 9.728 June 91-06 8.955 | | aPR. 78 7.42 10013 a.7a
| Sept 87-30 9.743 Sept 91-04 8.962 |1 mav 7s 10,27 10.06 9.8
{ Dec 87-27 9.758 Dec 91-04 8.962 | | Jun, 78 3.6 .53 9.6
| Mar 81  87-21 9.789  MarBl 91-02 8.969 0 sue 18 19,05 8.73 9.68
| June 87-19 9.799  June 91-03 8.966 : ; | AuG. 7a .22 .23 .28
| sept 87-16 9.814 Sept 91-02 8.965 | | sEP. 73 7.a58 6.52@ 9.74
i i1 ocr. 78 5.3 7.65 4.99
i H NOV.8 1t.68R ?.58R 9.35R °
B 3 NOV.(S 11.64R 9.S6# 9.80 3
: : NOV .22 t1.e8pP 9.as5p © 9.a8p !
| : NOV .29 10, 3ap 6.21P 9.430 !

Treasury Bills [ w ALL PERCENTAGE CHANGES ARE AT SEASONALLY AOJUSTED 3

|
Mar 90-38 9.62 i §OMPOgNOEO ANNUAL RATFS.
June 90-22 9.78 ! [ LL PERCENTAGE CHANGES ARE AT NOT SEASONS
Sept 20-16 o 81 , ; ANNUAL RaTES. LLY ADJUSTED
Dec 90~29 9.71 . e et s e e ._'
Mar80 90-43 9.57
June 90-~53 9.47
Sept 9058 9.42

Dec 90~-64 9.36
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Although a true monetary tightening is
inevitable, its timing is quite uncertain because
theé Fed's monetary policy is shackled by

must rely increasingly on capital inflows to
offset a stubbornly negative current account.

White House sentiments. From a strategic To appreciate the magnitude of these
point of view, investors should remain short priv?te flows of capital one can refer to
debt futures instruments, particularly GNMA's 1977's deficit of $16.4 billion (just slightly
" and U.S. Treasury Bonds until such time as a larger than the deficit on current account })
radical shift in policy is perceived. and the $7.5 billion surplus in I Qtr 1978
(including the balance item Errors & Ommission).

Simjlarly, the fortunes of the U.S.
dollar are inextricably bound to those policy . In conclusign, the current account
decisions arrived at the Federal Reserve Lmprovement. if it materializes, will be almost
Bonk in Washington. too imperceptible for it to have any positive

influence on the foreign exchange value of

: A glance at Table IV indicates whatever the U.S. dollar. By way of compari
i progress has already been made in the trade U.K.'s current acccugt dgficit wgs h:gsédtgﬁ
ggalanc:. Thi results ?ave geen lessitzan 1975 from 1974 & halved again in 197¢ but
. dramatic despite assertions by economists Sterling continued its ter
:in and out of government to the effect that It was not until the Banlj:'fxggg Bi?lgg‘gg:og?‘m late 1976,
the U.S. has moved to the upper part of the decisive action by dramatically raising the
"J% curve. This improvement, however, may Bank Rate in two steps fraom 11.5 to 15 percent
easily be vitiated by the recent increase by Oct 7/1976 that Sterling found bottom
in oil prices. That being the case, theU.S. We foresee a replay of this drama in the.
U.S. sometime during 1979.
Table IV

U.S. Imports & Exports 1977-1978; bln of U.S. $

1)
£ T 29 ApE §E Bg g
. ot o
8¢ gy g%? §% He 2 on E
. e gb EPao B EE B H
g'm I g [ & o [
N Ef. : 8 g: o Ei - * @
t
Imports: ® o E g g.
1977 12.5 1.7 7.9 44.3 0.5 5.4 21.4 35.5 14.9 2.7 146.9.
) 1978* 13.5 2.2 8.9 40.6 0.5 6.3 27.4 45.5 18.1 4.0 167.
B 1978%* 13.31 2.28 9.87 43,75 0.51 6.56 27.51 49.66 19.92 3.88 177.25
i 1978%%* 13.41 2.24 9.34 42.03 0.51 6.42 27.45 47.39 18.93 3.95 171.67
Exports:
1977 14.1 1.8 12.8 4.2 1.3 10.8 11.3 51.0 7.3 3.2 120.1
1978* 17.9 2.0 14.6 3.2 1.4 11.4 11.6 54.4 9.5 4.5 130.5
1978*% 19.0 2.52 16.49 4.35 1.61 14.11 13.16 63.78 10.58 5.77 151.37
1978*%x 18.5 2.24 15.45 3.72 1.49 12.63 12.31 58.66 10.11 5.08 140.19
Trade Balance :
1977 1.6 0.2 4.9 -40.1 0.8 5.4 ~10.1 15.5 -7.5 0.5 =~26.7
1978% 4.4 ~ 0.1 5.7 ~37.5 0.9 5.1 ~15.9 8.9 -8.7 0.5 ~36.7
1978** 5.69 0.2 6.62 -39.4 1.1 7.55 -14.35 14.21 -9.34 1.89 -25.88
1978x%* 5.09 Bal. 6.11 -38.31 0.98 6.21 -15.14 11.27 -8.82 1.13 -31.48
Change in Trade Balance :
1978
kW 1.29 0.34 0.92 -1.9 0.2 2.45 1.55 5.31 -0.64 1.39 10.9
* 1978 January through June, arnnualized.
** 1978 July through November, annualized.
*** 1978 January through Novembey, annualized.
Source : Bureau of the Census, U.S. Dept. of Commerce
] - L3 *
Gold / sSwiss Franc (Friday Nights Close) w
39¢ , :
§ The much improved look
!37G 1 of this chart may be indi-
t:. ' cating a potentially massive
| shift of currencies and
% V currency speculators to
3 _ : /] Al \ Gold.
: ) L \|
U WY ’
133¢
: \Y
1310 1972 978
NDJFMAMJJASONDIJFMAMJIJASOND




Page

5

BRITISH POUND

Spot : 204.2
Mar.79 : 204.1
Jun.79 : 203.65
Sep.79 : 202.95

2.

SEP. 78 ncr., 78 NOVe T8 NOV. 77

wecnconne = wan - cosceaccww

BALANCE OF TRADE (MLN STG)
JAN=QOCT.’77: «1,.5St

JAN=QCT_.°78: =1,073 1943 * 97R -192
BALANCE OF PAYMENTS(MLN STG)
JAN=NOV.*TT72
JAN=NQOV.*7R: + 27 =140 *2170 - 72
RESERVES (BLN 1.S.8) 16.51 15.97 15.67
RETAIL PRICE INDEX #e 7.80 7.R3 R.06
RETALL SALES INDEX e a.2s 3.89 2.82
WP I, wn 7.76 T.72 M/A
UNEMPLOYMENT RATE hot 5.7 S.6

( DEC.78% 5.5 )

1978

EURO‘DEPOSKT g eowe cves [

DEC. 8 NFC.1S DEC.22 NEC.29

meascevas csveowaw enemcaae cencccna

1 ™0, 13 1/4 12 5/8 12 3/A 12.
3 ™o, 13 374 13 3/8 12 7/R 12 3/8
6 MO, 14 1/8 1% 5/8 13 1/a 12 3/8
t2 “o. 14. 13 7/8 13 t/8 t3.

OPEN INTEREST(NEC.29/7R}132%96 PATLY VOLUME(NFC.29/7R
CONTRACT 3126 T AP 25,000.00 (APPRQAX. 1,8, St.0
MINIMUM FLUCTUATTON .NN0SH (8%12.50)

DAILY LIMTT (NORMAL) .05000 ($1,250.00)

“ARGIN REQUIREN
TRADING HOURS
OELIVERY “ONTHS

BLuS AM = {310 PM (CHICAGH TYME

e o8 00 se oa o

e YEAR-QVER-YEAR T CHANGE

*73

20.39
13.03
-2.93
16,05
h.1
1977

NEC.30

6 3/4a
7.

7 1/2
T S/8

¥: 302
60.00

us %2,500.00 COMMISSINNSG ¢t 3A0.00

\]

MARCH, JUNF, SEPTEMHER, NECEMRER

JAPANESE YEN

Spot ¢ 51.51
Mar. 79 : 52.70
. Jun. 79 : 54.10
Sep. 79 : 55.15
Dec. 79 : 56.45

SEP, 78 0CY. 7A NOV. 78 NOv. 77

- e cencecves Sesweasae

BALANCE OF TRADE (MLN 15.5.8)
JANNOV, *77%4,200

JAN=NOV.*78222,160 2.63%0 t.04an 1,830 1.560

QALANCE OF PAYMENTS (MLN 1.5.8)
JAN=NOV “771S,392

JAN'NOV.'7ﬁ:7.0|Q 346 -980R -267 1,830
MONEY SUPPLY #w L] +11.58 *11.5% N/A 6.2
RESERVES (MLN u.S.%) 29.240 29, 39¢ 32.260 22.150
CePole e 3.66 3.31 6.3
WP Lo wn -3.81 =4.14 -%.22 0.0
UNEMPLOYMENT RATE 2.41 2;27 2.31 2.0

UPEN [NTEREST(DEC.29)¢ 2,905 VOLUME (DEC .29) : 487
CONTRACY SIZ2€ $ YEM 12.500,000.00 (APPRNX.USK5.0
MINIMUM FLUCTUATION t .0000010(812.50)

OALILY LIMIT (NORMAL) : .000100 (31250.00)

MARGIN REQUIREN t US %5,000.00 COMMISSIONS $ $60
IRADING HOURS T A4% AM « 12310 PM (CHICAGD TTIME)
NELIVERY MONTHS : MARCH, JUNE, SEPTFMAER, DECEMRER

ee YEAR-(OVEQ=YEAR T CHANGE
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Proofs that economic myths die hard
is the recent strengthening of Sterlinec
no sooner had OPEC made the stunning
announcement that o0il prices would be
raised an average of 14.5% during 1979.

The dramatic impact of North Sea

0il on the U.K.'s current account is
well behind: from 1974 through 1977 it

amounted to %3.9 billion.

In our opinion,

the U.K. will be fortunate to run a minor

deficit on its current account in
period 1978-1980.

e
What is significant,

however, is the exceptionally high level

of capital inflows, mostly a result of

a monetary policy geared to positive real

Presently, with inflation
rates well anchored in the 7 1/2 .-~ 9 % annual
level, short and long term money rates
yield anywhere between a 3-5% real rate of

rates of return.

return.

The U.K. could contemplate a

relatively bright future if it could
dismantle the highly progressive & steep

tax rates now prevalent in the domestic &
international( North Sea 0il exploitation
royalties ) areas.

Sterling is a buy; place initial stops
at 197.00 basis Spot.

.

Month-end N.Y. Interbank Spot Price

urnvu:n}vlrnnnn

TITTITTITYT

TIOYTTTITTYY

LARNERRRASS

AARERERENAR]

TITYYYTTTT

Japanese

en

/ )
] 38
[~ o\, Wad
S s 7 .
““”—'*TJ AR ‘~\\",,,I 7
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197211973 1975 ; 19761977 {1978
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00

Remain long; raise stops to 51.50
basis nearby.
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CANADIAN DOLLAR._'

Spot : 84.30
Mar. 79: 84.37
June 79: 84.83
Sep. 79: 85.10

Perhaps unwitt ingly, the Government
of Canada has been able to finance over
57% of its 1978 net financing requirements
to date (first half of the fiscal year)
abroad, i.e. by a drop of its net inter-

natégg;&fgggggg_gosition. Since this
form © inancing does not necessitate

mmkiﬁLQumdamgmaiga%:n,Em?meﬂmd
had been basically corré The problem

lies, however, in the enormous (& growing)
size of the government's deficit, which
may easily exceed 25% of its total ex-

g "Aitures. Assuming that the government
increases its net indebtedness abroad by
an additional $4.2 bln in the second half
of the 1978 fiscal year (a $700 mln/month
pace) & given that the CSB campaign has
netted $2.0 bln in new cash,the Treasury
may not need to raise any addltional funds
to meet its $12.0 bln deficit. The Bank
of Canada therefnre, will not be required
to increase the Monetary Base, unless it
wants to see artificially low interest
rates. This may be happening, with the
consequent result that the nmarrowly
defined concept of money supply has
literally exploded at rates of growth

" . well outside target zones.

During a great part (whole?) of 1979,
the economy will be guided by a weak,
ineffectual & polltically sensitive Fiscal
Authority. Economic growth will pick up
but so will inflation, with the latter

hitt. a rate of 18-20% per annum some-
time during the year & probably averaging
12-14%.

The CD$ will continue weak as long as
the government's net financing requirements
are not cut dramatically and interest rates
are kept negative in real terms. A con-~
tinuation of the present status quo may see
a 78-86 ¢ dollar range for 1979.

Remain short until a fundamentally
orthodox policy is put in place, either
by a new mandate, a new gov't or the IMF.

@nmt - 44.00 Sep. 79: 42.25
‘. Mar. 79: 43.20 Dec. 79: 41.64 *4 YEAR-OVER-YEAR T CHANGE
June 79: 42.65 Mar. 80: 41.23

MEXICAN PESO

Forward Discount
Anmuﬂ.&xus

Month-end N.Y. Interbank Spot Price

(AARERER AR RS A RS RERR S

T Ty v T I [T IS T IT YOI T IV reTY YOITITTTTII Y YTTY

nadign Dolllar

.......

NOV, 78

SEP. 78 OCT. 78 NOv. 77
BALANCE OF TRADE (MLN ) ) - )
JANSNQV.°TT: +2,495
JAN=NQV,. 782 +2,980 *63¢ *153R +335 +282
GENERAL BANK LOANSew 11.05% 12.65R 11.664 13,48
MONEY SUPPLY ww
M1 10.54 t2.12 12.81 10.27
“18 LX) 9.67 10.51 9.40
M2 10.58 11.26 9.94 t2.0s
~3 13.71 13.85 12.%0 14,50
CURRENCY PLUS aLL
OEPOSIT LIABILITIESes 14.08 1a.71 N/A 1a.21
INT°L RESERVES(BLN U.S.) 3.66 S.10 a.4R .20
CoPoI (ALL TTEMS) ey A.H3 8,67 8.70 .13
FOOD PRICE INDEX#® ta.a1 ta.s5 14.01 13.90
UNEMPLOYMENT QATE S.A. A.S A.2 8.3 3.a
N.S.4, 7.7 7.2 7.7 7.9
1978
EURO DEPOSTIT % —-——- SewvcousecTecavocnee .-::Z:--
NEC. 8 nNEC.1S NEC.22 nFC.29 NEC.30
1 o, 9 S/18 10 3/8 12 3/8 19 Q/t4 4 11716
3 %0, 10 9/16 10 15/16 12 7/8 11 1716 & 1S/16
6 MO, 10 13716 1, 13 t/a 1t Sz16 7 S/16
12 “o, 10 9716 10 374 13 t/A 11 /8 T /16

OPEN INTERESTINEC.29)18,6%2
CONTRACT SIZE
MINIMUM FLUCTUATINON

DAILY

MARGIN REQUIRED
TRADING AOURS
NELIVERY MONTHS

VOLUME(NEC.29): P94
$ CD 100,000,000 (APPRONX.,
$ .00010 ($10.00)

LIMIT (NORMAL) & ,007S0 (8$750.00)

3 Us %2,500.00 CAMMISSTINNS & $a0,
t A4S AM = 1210 PM (CHICAGNR TIwE)
)

MARCH, JUNE, SEPTEMREW, "ECEVHFQ

He9.%R%0,500,.00 )

0o

Mar.79 Jun.79 Sep.79 Dec.79 Mar.80

The Mexican govt's budget for 1979 totals
1.163 bln pesos of which 22.4% will go to
debt servicing, according to the official
congressional presentation. Budget and
Planning Minister Ricardo Garcia Sainz
and Finance Ministers David Ibarra Munoz
told the congress,gov't planned to main-
tain unchanged its three bln dlr 1limit

on net public sector foreign borrowing
They said they expected

TRADING
NELIVERY MONTHS

HOURS B245 AM « {310 PM (CHICAGQ TTIVE)

MARCH, JUNE, SEPTEMRAER, NECEMRER

o se es ae o

an YEAR-OQVER=YEAR X CHANGE

$?qt 11.64..7.77 6.28 6.20 5.73
; 73 5.25 4.54 5.01 4.67
un.79 3.84 4.90 4.60
5@-79 5.99 5.01 during 1979.
bec. 4.04 growth in gross domestic product to
: year and 3.2% in 1977.
NPEN INTEREST (DEC.29):2,420 VOLUME (DEC.29): 34
CONTRACT SIZE 1 MP1,000,000.00(aPPKOX. .S. 50,000,00)
MINIMUM FLUCTUATION .00091 ($10.00} 20% in 1977.
JATLY LIMIT (NORMAL) % .00150 ($1,500.00)
MANGIN REGUIRED 18 $6,000,00 COVMISSTIONS & $60.00

reach 6.5% in 1979 compared to 6% this
Inflation next
year should be between 12 and 13% com-
pared to 16-17% this year and more than
They said the current
account balance of payments deficit this
year would amount to some 2.6 bln dlrs
against 1.8 bln dlrs last year. The
Ministers said that of the budget total,
21.5 % was destined for investment,
56.1% to cover current costs, and 22.4%
to service and amortize the public debt.

Remain sidelined.
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DEUTSCHE MARK SWISS FRANC
Spot : 54.96 . 79: 58.30 Spot  : 61.37  Sep. 79: 67.42
Mﬁg_ 2% 6601 ggg. e i giere Mar. 79: 63.47 Do, 79: 69.02
June 79: 57.24 Mar. 80: 60.37 June 79: 65,55

Month-end N.Y. Interbank Spot Price

Month-End N.Y.

Interbank Spot Price
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[N \ Val el | /
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r _an ol ks
' A4 J
32 ! L=
A .-:\—_‘l i " s ridasassessbanaataant, [ 90.. e e il NVNENSYRTRNY
I8 8 . .
1972 11973 {1974 (1975 {1976 1977 {1978 1972 1197311974 {1975 13976 1977 1978
SEP. TR  OCT. 78  NOV. 78 NOv. T7
BALANCE OF TRADE (ULN MARKS)
JAN=OCT.*77: +32,437 SER. T8 ACT. 78 NNy, T8  NOV. 77
JAN=ACT . 782 +34,R340 4,730 4,810 2.9%0 +3,080 BHPAEAR R PRCEPOTES GCaTeGOerpe OSSO meas
RALANCE OF TRADE (MLN SFR)
BALANCE OF PAYMENTS (BLN MARKS) JAN=NOY  TTT1 1,310,
CURRENT aCCT. JAN=NOU, °TAI « BOG =125 +12.9 *+5.0 stas
JANNOV,*T72 3,64
JANSNOV.TTAT +9.25 1.1 3.4 3.8 +1.4 MONEY SUPPLY 1A.59 —— 5 wsan 0.a
MOMEY SUPPLY rm w3 SRS EL w2 PER e FENE WP I e v .6t 3,96 -2.73 -1.15
faPoloww -0,3 .13 1.04 Ya? UNEMPLOYMENT RATE 0.3 0.3 8.8 0.4
COST OF LIVING INBEXes .25 2.18 2.31 3.7
1974 1977
EURD NEPOSIT 3§ ewevcocacccwcowososneacorsoanmneeenees cncwsune
UNEMPLOYMENT RATE 2.8 3.9 a.t 4.4 DEC. A NFC.15 DEC.22 NFC.29 DEC. 30
19723 t977
EURD NEPNSIT | mevwccncccmsvecnuncamncneennneseesean PRSS—, 1t 0. /A PaAR 178 1716 1 3718
IEC. B nFC.15 DEC.22 NFEC.29 DEC.30 3 Mo, 11186 3716 314 /16 1 15716
cemceren eavevmee EBuceswcer Coecatse esemswe & MO, 3/a 172 /R 174 1 13/t6
12 Mg, 1 172 ta ts 3/4 2 1718
1 w0, 4 1716 3 15/16 3 374 3 7/18 2 5/16 '
3 Mn. a 1 /16 3 1S/16 3 13/14 5 9/16 2 9716 § MwEEKLY RESERVES
6 M1, 4 1714 4 (/16 3 15716 3 7/8 2 1/8
12 M0, 4 S5/16 a4 1/8 PEETATS a. 3 1/8 (MUN SF2) 28,320 (7/12) 30,920 31,929 (22/12)
WEEKLY RESERVES OPEN INTEREST(DFC.29): 4,913 VOLUME (DEC.29) : 931
NET “NMETARY CONTRACT SIZE t SF 125,000.00 (APPROX. 11.5.86,000.00 )
(BLN “MARKS)  194,.0 (1/12) 105.3 (7/12) 10a.A 107.0 MINTMUM FLUCTHATION 3 ,00010 (S12.50)
GAILY LIMIT (NORMAL) ¢ .01000 (81,250.00)
OPEN INTEREST(NEC.P9Y: S5,A18 VOLUME (DEC.29Y: 1,244 MaARGIN REQUIRED 1S £6.500.00 CAMMISSTINNG & $60.00
COMNTRACT SIZE t OM 125,060,000 (aPPANY, H.S. 70,000,000} YRADING HOURS 2 RLAY AM - {31 PM (CHTCAGN TTIMF)
MINIMUM FLYCTOATTION & UN01G ($12.50) NELIVERY MONTHS Y MARCH, JUNE, SERTFMHFR, NECEMBER
DALLY LIMET (NORMAL) t 01000 (S1,250.00)
MARGIN REQUTRED IS 25,500,000 COMMISSTONS @ $60.00 % YEAR=NVER-YEAR 2 CRANGF
TRADING mOUKS 2 8145 AM = 1310 PM (CHICAGN TIME)
NELTVERY MONTHS : MARCH, JUNF, SEPTEYRER, DECFMAER
DM/SF Ratio
G R A AL ARGOEE i A 5 S MiBasTasuazREE) S A a s anas taR RS AR IAT AR RAN L)
50 -
” It B
Responding in tandem to the renewed weakness yA
of the U.S. dollar, both the DM & the SFr have Z.\
recovered a substantial part of the November losses. § VAV ==
The DM continues to outperform the SFr as reflected \
by the DM/SFr ratio which mow stands at almost 90%, \
a result of a highly aggressive intervention policy o —
on the part of the Swiss National Bank. 1In a V"J\ e
period of just 3 weeks, Swiss REserves have increased i s X
+
3.6 billi Fr, clearly an unsustainable pace. 0 e \
the DM/Sfr ratio will see a much greater i —t |74 Y
1mprovement& suggest unwinding straddles for those A
who entered them at the 78-80% level (Currency Comments, h A
October 4th ). L
LW}
Retain long March '79 DM & SFR positions, \{
raising stops to 54.5 and 60.5 respectively. 20 v
:
adeid b ;l;;l)llnsnx‘nl i Saadendaatiateataadaalosdeadaatyyfondaatasias Lostaalan
# 2 5§ P B J F D K X 5 P XK I 2 D ORI S 2R b » 3 £ » & 2 5 b
1877 oy lave Jors Fiall 1978 1973
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FRENCH FRANC

Spot : 23.98

! EURD DEPOSIT I wawcemmicvececnwonsesanvennmmsavencns  assscecas

R e e e Mar. 79: 23.89
SEP. T8 0OLT, 78 NOV. 78  NOV. T7 Jun. 79: 23.80

rnasascer Shensdecn ceasvccens Sesemeacwe
| BALANCE OF TRADE (#iLN FFR)
JAN-NOV, 778 ~13,053

JANSNOY *785 2,900  +1.300 +121 +32a -2.670 ;
NET CHANGE 0F FNRE1GH
| EXCHANGE ASSETS s 19.69 19.82 21.31 17.51
| efTAIL PRICE INDEXew 9.18 9.26 9.42 9.06 %k ®
1978 1977

DEC. 8 NEC.15 DEC.22 NEC.29 DEC.30 Rémain sidelined.
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1 M0, 10 t/4a 9 1/4 9 174 19 3/8 12 {72
3 ™Mo, 10 1/8 9 (/2 9 172 9 3/8 13 1/2 * % h
6 M0, 10 174 9 13716 9 /2 9 1/8 18 S5/16
12 %0. 10 5/8 10 3/8 10 1/8 10 1/4 13 1/2

wEFLLY RESERVES
GOLD A s Auaceas.

blreeue thr.auy 118,341 TER.BTS (21/712)

(OPEN INTEREST (D€ .29)F 312 VOLUME(DEC,29)% eee :
CONTRACT S17F t FY 450,06:,00 (APPROX, 11,8.60,0600.00 )
TMEN{MUM FLUCTLATENN ¢ 00008 (212.50)
(DAILY LIMIYT (JORmAL) : .0050 (S1.250.00)
.MARGIN REAQUIRED T 13 85.007.00 COMMTISSTINNS ¢ 860,00

3

H

P TRAQOING HOURS A3/5 AW = 1310 Pm (CHTYCAGD TIME)
DELIVERY 4ONTHS Mak{in. JUNE, SEPTEMBER, NECEMBER

~s YEAR-NVFO- TZAR X CHANGF

BANX LOAMS AND INVESTMENTS U4

RATIO SCALE ALL COMMERCIAL BANKS RATIO SCALE

BILLi"IS OF DOLLARS sesowcy ey BILLIONS OF DOLLARS
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1973 1974 197§ 1976 1977 1978
(LAVERAGES OF SEASOMALLY ADJUSTED DATA FOR CURRENT AND PRECEDING LAST
DEOHESDAY 07 EACH MOKTH.
PIACLETZCT8 ARE ANHUAL RATES OF CHANGE FOR PERIODS INDICATED.
‘ATEST DATA PLOTIEDs WIVEMSER
PREPARED BY PEDEMAL RESEAVE BAKK OF ST.LOUIS

Friedrerg Cemmodity Index

Dec. 78 Nov.78 Dec. 77

Unca. frocm month ago
+14.35% fiom year ago 239 239 209

All statements nde herein, while not guaranteed, are based on information
con idared reliable and are believed by us to be accurate.
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Albert D. Friedberg



