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Accorcling to the 13anlc for Interna- 
tional Settlements. net new issues of 
international clel~t securities rezlched 
;I recorcl high in the seconcl quarter. 
Although corporate I~orroxving in 
the major industrial countries re- 
mninecl sul,cluecl, the m:lrkets ah- 
sorl~ecl ~1 recorcl volu~ne of cleht is- 
sues from cle\-eloping co~lntries and 
governments of clevelopecl coun- 
tries. Ileclining vo1:ltility in 1~0th in- 
terest sates ;md exc11:lnge sates may 
have lo\\.erccl the percei\recl risli to 
investors. 

In the first quztrter. the currency 

composition of international IJanlc 
lencling shiftecl a w q  from the 
J:~panese yell ancl U.S. dollar to.v\ard 
tlic German marl<, as Japanese 
h;unlis continuecl their retreat from 
intern:~tional credit markets. Net 
ne\v banli lencling to eleveloping 
co~lntries droppecl off, partly clue to 
11eaL.y rep:tyments of loans by Ar- 
gent in:^ ancl illesico. However. over- 
all capitill flows to such co~~n t r i e s  
Imve lxen maint-ainecl by increaseel 
securities issues. 

Sur\.ey clata for 1995 sho\v that 
tlie amount of financial derivatives 

o~~tstancling continues to grow 
~.apiclly. Mo\\iever, there has heen a 
surprisingly strons movement from 
the organizecl exchanges ro over- 
the-co~~nter (OTC) tmcling. Some of 
the \veakness in the esc1~:lngc- 
tr:lclecl contracts stenls from a nlocl- 
emtion in corporate heclging. In re- 
sponse ") competitive pressures 
from the OTC market. exchanges 
have I~eightenecl their efforts to cle- 
velop new instruments, especially 
tilose clesigrlecl to man;tge the risk 
associ;ltecl \\.it11 equities ancl emerg- 
ing rnarliet secllriLies. 
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