












































their call money and increased to R122 million at the
end of January, before it was repaid on 20th February.

Shifts in interest-bearing deposits and changes in
deposit interest rates

The decline in the excess liquid assets of monetary
banks until July 1969, and the increase in the ceilings
on their credit extension, led to keen competition for
funds between the various banking institutions and the
building societies. This competition became more in-
tense as building societes adjusted their deposit
interest rates upwards to 7 per cent in July and their
rate on tax-free shares to 64 per cent in August. Under
these circumstances, the banks also offered higher
rates on their deposits during June, July and August
and some upward pressure on deposit rates, and there-
fore on lending rates, continued 1o exist during the last
months of 1969 and early in 1970,

As the mortgage rate of building societies on dwel-
ling houses was already relatively high at 8% per cent,
and so also the minimum lending rate of commercial
banks at 74 to 8 per cent, the monetary authorities did
not consider further adjustments 1o these rates desirable
under the prevailing economic conditions. Consequent-
ly, the Reserve Bank requested all banking institutions
early in December 1969 not 1o offer more than 7 per
cent on deposits of twelve months and longer. In
February 1970 the pattern of rates quoted by commer-
cial banks was as follows:
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The reduced attractiveness of equity investments and
the higher interest rates offered in the second half of
1969, resulted in a substantial flow of funds 1o banks
and building societies. Thus, in spite of the much
reduced rate of increase in money and near-money in
1969 as compared with 1968, the total increase in
interest-bearing investments with all banking institutions
(commercial banks, merchant banks and hire-purchase,
savings and general banks) and building societies,
excluding deposits and shares held by the banks and
the building societies themselves, amounted 1o approxi-
mately R650 million, as against about R520 million in
1968. Indeed, during the second half of 1969 the in-
crease in interest-bearing deposits and building society
shares amounted 1o no less than R435 million, of which
the building societies received R215 million or about
50 per cent.

Government finance

During the calendar year 1969, total Exchequer issues
exceeded 1otal receipts (excluding borrowing) by R336
million, compared with a 1otal deficit of R357 million
during 1968. The smaller deficit on the Exchequer

account during 1969 resulted mainly from a substantial
increase in income tax receipts, especially from com-
panies, which, in turn, may be associated with higher
company profits. Thus, although Exchequer issues in-
creased at a rate of 11 per cent, Exchequer receipts
increased by 14 per cent.

Regarding the financing of the Exchequer's deficit,
the accompanying table clearly shows a substantial
decline during 1969 in the amount borrowed from the
private non-bank sector and the Public Debt Commis-
sioners, The decline of R188 million in the contribution
made by the private non-bank sector may be ascribed
largely 10 smaller investments in tax-free Treasury
Bonds and a reduction in loan levy receipts, while the
decline in the contribution by the Public Debt Commis-
sioners 10 a large extent reflects the net withdrawal of
funds from the Commissioners in particular by the
Defence Special Equipment Account and the provincial
administrations.

The smaller contributions made by the private non-
bank sector and the Public Debt Commissioners 1o the
financing of the Exchequer deficit in 1969 resulted in a
significant change from 1968 to 1969 in the net in-
debtedness of the Exchequer to the monetary banking
sector. In 1968 the latter declined by R213 million,
while it showed a decline of only R25 million in 1369.
Furthermore, if changes in the deposits of provincial

Exchequer finance
R millions
1968 1969
Total net receipts 1,712 1,961
Total net issues 2,068 2,288
Total deficit (excluding borrowing) 357 336
Financing:
Change in net indebtedness to:
Foreign sector . —4 32
Private non-bank sector 332 144
Public Debt Commissioners’ 242 186
Sub-to1al 570 361
Monetary banking sector:
Change in holdings of
government securines . , . ., . 158 -38
Change in Exchequer balance® —-372 13
Sub-total —-213 -25
Total financing 357 336

TAfter adjustment lor investments by the Exchequer with the Publc
Debt Commissioners

2After adjustment for the investment abroad of the proceeds of
foreign loans, invesiments with the Public Debt Commissioners
and for transfers 1o the Stabilizatnon Account and 1o the | M.F.
Deposit Account n respect of super gold tranche drawings. In-
crease—, decrease+









jowed upon an increase from 64 to 7 per cent in the
rate on fixed deposits during the second half of July
and an increase from 6 to 6% per cent in the rate on tax-
free shares early in August. In addition, the limits
applicable to individual holdings of tax-free shares and
savings deposits were both raised to R10.000 from
R6.660 and R6,000, respectively. But the main con-
tributory factor to the increase in building society
resources was a reversal of the flow of funds to the
Stock Exchange and unit trusts, after share prices had
declined sharply. Not only did the societies benefit from
this change, but fixed and savings deposits with all
banking institutions also increased substantially during
the second hall of last year. Investments in building
society shares contributed most to the increase in the
resources of the building societies during 1969 and
amounted 10 R172 million, of which R69 million
represented investments n tax-free shares. Fixed
deposits and savings deposits increased by R71 million
and A52 million, respectively, during the same period

The increase in the resources of the building societies
was not fully reflected in the amount by which mort-
gage and other loans outstanding increased during
1969. The relevant increase of R227 million or 12 per
cent in loans outstanding was nevertheless substantial-
ly higher than the corresponding figure of R143 million
for 1968 which represented an increase of 8 per cent.
New mortgage advances granted., however, increased
noticeably towards the end of 1969 and amounted to
R199 million during the fourth quarter as against a
quarterly average of R129 million for the first three
quarters. As a result of the discrepancy between the
increase in resources and the increase in morigage
and other loans outstanding, the societies were left
with ample scope to increase their holdings of liquid
assets and othar prescribed investments. A net
addition of R69 million, of which R52 million was in-
vested during the fourth quarter, was made to their
holdings of prescribed investments during 1969 and
this raised their excess holdings above the statutory
minimum to R161 million at the end of 1969, after the
excess had declined to R73 million at the end of June
1969.




























































Ten einde te bepaal of Suid-Afrika betalingsbalans-
tekorte of -oorskotte het en ook om ander punte ten
opsigte van die werking en prosedure van hierdie beleid
aan te toon, sluit ek 'n memorandum n wat hierdie
besondere sake toelig.

Dit sal op prys gestel word Iindien die Fonds, in die
lig van hierdie beleidsoogmerke, in staat sal wees om
te besluit dat hy goud van Suid-Alfrika onder die om-
standighede hierbo uiteengesit sal koop. Ek sou verwag
dat die Fonds die posisie te enige tyd, indien daar 'n
wesenlike verandering in omstandighede sou voorkom,
en in elk geval na vyf jaar, in heroorweging sou wou
neem,

Die Suid-Airikaanse owerhede sal in samewerking
met die Besturende Direkteur konsultasieprosedures
met betrekking tot die valuta wat van die Fonds met
goud gekoop sal word, uitwerk,

Ek hoop dat die Fonds met hierdie aangekondigde
beleid, die uitvoering waarvan na my menirg tot die
stabiliteit van die internasionale monetére stelsel sal
bydra, en my voorstel sal saamstem, ‘n Afskrif van hier-
die brief is gestuur aan die Sekretaris van die Tesourie
van die Verenigde State.

Die uwe,

get. N. Diederichs
Minister van Finansies
Republiek van Suid-Afrika.

Die Besturende Direkteur,
Internasionale Monetére Fonds.

Punte aangaande werking en prosedure

A.Vir huidige doeleindes sal betalingsbalanstekorte en
-oorskotte gelyk wees aan die verandering gedurende
die rekeningkundige periode in die totaal van Suid-
Afrika se offisiéle goud- en buitelandse valutareser-
wes, die netto |.M.F.-posisie en veranderings in die
besit aan S.T.R.. en enige buitelandse bates wat deur
ander Suid-Afrikaanse bankinstellings en amptelike
instellings ingevolge ruilooreenkomste met die
Reserwebank gehou word., Daar word aangeneem
dat veranderings in die goudbesit buite die monetére
reserwes en in die monetére banke se posisies wat
nie deur die ruilooreenkomste met die Reserwebank
gedek word nie, normaalweg nie beduidend is nie,
Indien dit te enige tyd beduidend sou word, sal ver-
dere oorweging aan die insluiting daarvan in die
berekenings geskenk word. S.T.R.-toekernings sal
nie beskou word om 'n vermindering van ‘n tekort of
‘n vermeerdering van ‘n oorskot, soos hierbo gedefi-
nieer te bewerkstellig nie. Suid-Afrika voorsien nie
buitengewone of nie-tradisionele buitelandse lenings
of ander spesiale transaksies wat die komponente in
hierdie paragraal uiteengesit, sal beinvioed nie.
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B. Die toevoeging van nuutontginde goud tot die Suid-
Afrikaanse reserwes kragtens paragraaf 2 (a) sal
plaasvind wanneer daar 'n oorskot vir 'n rekening-
kundige periode i1s. Dit word in die vooruitsig gestel
dat alle nuwe goudproduksie, min binnelandse ver-
bruik, gedurende die rekeningkundige periode as 'n
kredietpos in die betalingsbalans behandel sal word
en dat dit inderdaad op 'n lopende basis verkoop sal
word kragtens paragraaf 1 (a) en paragraaf 2 (a) om
die totale omvang van betalingsbehoeftes te bevredig,
behalwe vir verkope beskikbaar kragtens paragraal
3. afgesien van die Fondstransaksie wat in Mei 1968
aanhangig gemaak is.

C.Verkope van goud deur Suid-Afrika aan monetére
owerhede kragtens paragraaf 1 (a) mag vir enige dag
wanneer beide die Londense vasstellingspryse op 36
dollar per fyn ons of minder te staan kom, plaasvind
tot 'n bedrag ongeveer gelyk aan een-vyfde van week-
likse verkope uit nuwe produksie wat vir betalings-
balansbehoeftes bemark moet word.

D. Onderhewiqg aan paragraaf 2 (a):

1. Sou verkope aan die monetére owerhede kragtens
paragraaf 1 (b) plus verkope van S.T.R.'s en trekkings
op die |.M F. deur Suid-Afrika, die tekort gedefinieer
in paragraaf A van hierdie memorandum oorskry sal
sodanige oorskot afgetrek word van die bedrag wat
toelaatbaar is vir die eerste daaropvolgende rekening-
kundige periode waarin 'n tekort weer ondervind
waord,

2. Sou verkope aan die monetére owerhede kragtens
paragraaf 1 (b), plus verkope van S.T.R.'s en trekkings
op die |.M.F.., minder wees as die bedrag wat toe-
laatbaar is vir ‘'n rekeningkundige periode waarin
Suid-Afrika beoog om sy hele tekort op hierdie wyse
te finansier, sal die tekort by die bedrag wat toelaat-
baar s vir die daaropvolgende rekeningkundige
periode, getel word.

3. Daar word verwag dat enige verskille ingevalge 1
en 2 hierbo minimaal sal wees.

4. Sou verkope aan die monetére owerhede kragtens
paragraaf 1 (b), plus verkope van S.T.R.’s en trekkings
op die |.M.F, minder wees as die bedrag toelaat-
baar vir 'n rekeningkundige periode waarin Suid-
Afrika nie beoog om sy totale tekort op hierdie wyse
te finansier nie maar verkies om meer op die vrye
mark te verkoop as wat hy kragtens paragraaf 2 (a)
onderneem om te doen sal geen aansuiwering vir
enige daaropvolgende rekeningkundige periode
gemaak word nie,

E. Wanneer die prysmaatstaf in werking is, sal verkope
van goud aan die |.M.F. aan die totale tekort, indien
enige, gedurende die rekeningkundige periode toe-
gewys word. Die balans van sodanige verkope, in-
dien enige, sal toegewys word aan nuutontginde
goud tot die omvang van die goudproduksie gedu-
rende die rekeningkundige periode,
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