Figure 1.4. Developments in Mature Financial Markets

While short-term interest rates have generally risen, long-run interest rates have
increased more modestly, resulting in a marked flattening of the yield curve.

_ Short-Term Interest Rates

_ Equity Markets _ _
120~ (March 2000 = 100; national - (basis points) ~700
110 - currenc - i -

- ) Industrial - lSJ”'ted 600
100 - countries /= - tates 500

9 - Wilshire (MSCD) Jr— )

80 5000 - - 400

70, - - 300

60 - - -

- - _ Industrial -200

50 - - countries -

40 - Stoxx - Japan ~100
P T R T T . N Ly
1999 2000 02 04 Mar. 1999 2000 02 04  Mar.

2006 2006
00 - Long_-Terr_n Interest Rates - Yield Curve Slopes? - 500
(basis points) - (basis points) ) -
. United - United
_Industrial States, . 400
countries
- 300
- -200
Industrial - - 100
200 - Japan countries  _ . AN -
_W_ - \\] area ) 0
P T S S S S S S TN
1999 2000 02 04  Mar. 1999 2000 02 04 Mar.
2006 2006

280 - Residential Property Price - - Private Credit Growth - 21
240 - Index (logarithmic scale; - (percent change from a year ago)
1995 = 100) - -
200 - . -~
United _ - 14
160~ Industrial States B Euro gmgg
100~ Countries _ area i
- -7
80 - - Industrial -
Japan countries
° p ) W/ 0
- Japan -
04—t 1 S S S S
1995 97 99 2001 03 05 1999 2000 02 04  Feb.
Q3 2006

Sources: Bloomberg Financial Markets, LP; OECD; national authorities; and IMF staff

calculations.

1Ten-year government bond minus three-month treasury bill rate.



