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Foreign Inflows Increase in December

Total foreign inflows increased in December. The increase was driven by larger holdings of bank debt.
Meanwhile, net foreign purchases of long-term securities slowed, while short-term securities holdings fell.

Foreign Purchases of U.S. Long-term Securities Slow Monthly Net TIC Flows

Both private and official foreign purchases of long-term U.S. securities fell  sso0 Eilions of ollars $300
in December. Within private purchases, all security types slowed, led by a

$7.8 billion decline in Treasurys. This may have contributed to the 50 basis  s200 ¢ T $200
point increase in the 10-year Treasury yield during the month. Equity

purchases also slowed, but U.S. stock prices rose, suggesting more interest %% 7 S0

in U.S. stocks from private domestic investors, and more interest in foreign
stocks from private foreign investors. Foreign official investors purchased
slightly more Treasurys and equities, but were net sellers of government
agencies and corporate bonds. The result was a decline in overall long-term
purchases to $76.8 billon from $93.9 billion the prior month. Both sales
and purchases of foreign securities by U.S. investors slowed, but net
purchases rose to $10.9 billion, bringing total net long-term purchases t0 g0
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$65.9 billion, down from $85.1 billion in November. U.S. investors bought 2003 2004 2005 2006 2007 2008 2009 2010

$8.4 billion in f_orelgn equities, but only $2.§ _b_llllon in forelgn long-term Net Long-Term Flows

bonds. Subtracting outflows from other acquisitions resulted in a total net 200 Billions of Dollars 5200
long-term inflow of $41.8 billion, down from $64.5 billion in November. || mNet securities Purchased: Dec @ $66 Billion |

With headline inflation picking up in December on rising gas prices, fixed- sieo 1 $160

income securities became less attractive to investors. On the equity side,

foreign purchases of U.S. equities have slowed in recent months while sz 15
purchases of foreign equities by U.S. investors has been little changed. The 4o 1 s80
resulting smaller net inflow from equities suggests a more balanced global
stock market environment, but also reflects stronger growth outside the *° 40
us. $0 $0
Foreigners Were Net Sellers of U.S. Short-term Securities
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Foreign holdings of U.S. short-term securities declined by $47.8 billion in
December, the second straight monthly decline. However, while private g
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investors bought $8.0 billion in Treasury bills, official investors sold 2008 2004 2005 2006 2007 2008 2009 2010
$§§.9 billion, suggestlng official investors are .mugh mqre concerned apout Foreign Private Purchases of U.S. Securities
rising short-term rates in the face of accelerating inflation than are private w600 12-Month Moving Sum, Billions of Dollars w600
investors. Both private and official foreign investors were net sellers of — Treasury: Dec @ $542 Billion

HH Equity: Dec @ $115 Billion
other short-term U.S. securities. 8800 1| bec @ $156 Billion | 8500
Foreign Liabilities Held by U.S. Banks Rose w00 L Corporate: Dec @ -$2 Billion | es00

Offsetting weakening demand for U.S. short and long-term securities was a
large increase in bank holdings of foreign liabilities to $54.2 billion in %300}
December, up from $11.6 billion in November. As a result, total net
monthly inflows rose to $48.2 billion from $35.6 billion. While private
inflows rose to $93.3 billion from $76.4 billion, official outflows rose to  sioo 1\
$45.1 billion from $40.8 billion, suggesting private investors have more
confidence in U.S. securities than official investors. Recent news on the
U.S. economy has been better, which should support the dollar. _$100
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