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Capital Outflows in October Contribute to Dollar Weakness

Foreign investors continue to buy long-term U.S. securities, but they are letting holdings of Treasury bills,
which they purchased en masse during the financial crisis, roll off their balance sheets.

Foreigners Continue to Buy U.S. Long-Term Securities

e Net foreign purchases of long-term U.S. securities totaled
$20.7 billion in October. Foreign investors continue to buy U.S.

Treasury securities ($23.9 billion) and U.S. equities
($10 billion). However, they continue to eschew agency
securities.

e Foreign central banks also remain net buyers of Treasuries
securities, taking down $15.0 billion during the month.

Foreigners Let Short-Term T-Bills Mature

e Higher yields abroad continue to attract American investors,
who bought $22.7 billion worth of foreign securities during the
month.

¢ Including short-term securities, $13.9 billion of capital left the
country during October as foreigners let $32.1 billion of
short-term Treasury bills mature. The net outflow may help to
explain the dollar’s weakness in October.
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