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H, 1k . July 27, 1959,
CAPITAL MARKET DEVELOPMENTS

(Including Quarterly Review of State and
Local Government Security Financing)

The volume of large public security financing, particularly
by State and local governments, is expected to be somewnat larger this
week than the very small volume in recent weeks. Last week, a corpo-
rate issue for $50 million and a State and local government issue for
$13 million were tne only large offerings sold. The calendar for the
coming week, ending July 31 includes corporate offerings amounting to
$35 million and State and local government bond issues with aggregate
proceeds of $112 million,

Bond yields ~,Changes in yields on outstanding bonds were
mixed last week. Yields on State and local govermment and high-grade
corporate bonds declined last week, while those on Baa-rated corporate
bonds remained Stable and those on U. S, Goverrment bonds increased

slightly.,

Mortgage and bond yields - Reflecting some further pressures
in mortgage markets, discounts on 6-1/i per cent FHA-insured new home
mortgages available for immediate delivery in the secondary market
increased further in June to $3.50 per $100 outstanding loan amount,
according to FHA estimates, This represented an average gross annual
yield of about 5,71 per cent, the highest on record, The 3-1/2 point
discount was somewhat greater than reported two years just before FHA
raised the maximum permissible interest rate on insured mortgages from
5 per cent to the present S—l/h per cent,

Stock prices - Stock prices, as measured by Standard and
Poor's index of EOO common stocks increased last week, closing at 59.65

on July 2L, Trading activity moderated with the daily average volume
being 2.8 million shares a day,

NGRS

State ‘and Local Govermnment Security
Offerings in the Second Quarter of 1959

The volume of bonds sold by State and local governments
“during the second quarter of 1959 was a record $2.5 billion, one-tenth
larger than a year earlier and one-sixth greater than the volume in the
first three months of this year, For the first six months of 1959,
State and local government security financing totaled $L.6 billion,
about $100 million more than in the first half of last year, Sales of
very large revenue bonds accounted for a much larger portion of total
volume this year than in 1958,

ki s e
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(In millions of dollars)

Long-termm Security Issues of State and Local Goveérnments
Second Quarter 1954-59 -

5% | 1958 | 1957 | 196 | 1658 | o8 -
! Issuing authority: ‘ :
! TState 07 675 Loo 16h 25 668
. County and township 118 165 109 134 118
g Municipality 610 66l 611 bsz 363 L66
¥ School district 383 369 361 287 241 7 2h7
;  Special authority 898 Lo2 236 L96 312 745
{ Unidentified 1/ -- - -- 165 125 129
; . .
{ Total 2,518 2,275 1,717 1,617 - 1,k29 2,372
{ : .

Purpose of issue:

New capital total 2,501 2,245 1,70k 1,603 1,418 2,33
Schools 2/ 668 69k S78. 39k 365 - 502
Highways, bridges and tunnels 322 L2s 313 159 226 1,068.
Residential buildings 160 168 57 11 140 133
Hospitals and institutions L5 65 27 15 28 L3
Sewer and water 376 266 251 213 192 162
Misc, public service enterprises Ls9 55 81 245 37 57
Veterans' aid . 133 103 136 68 20 25
Other 339 469 262 230 286 217
Unidentified 1/ -- - - 165 125 127

Refunding ) 16 30 12 w 1 39

Total 2,518 2,275 1,717 1,617 1,429 2,372
Type of issues

General obligation 1,383 1,66 1,173 979 860 ° 1,125

Revenue 95 L67 L70 533 L7 1,126
Utility 9 5 323 n.a. ' n.a, n.a,
Quasi-utility L7 52 17 n.a, n.a, n.a,
Special tax 69 143 92 n.a, n.a, n.a,
Rental 35 22 39 n.a, n.a, n.a,

Public Housing Aurthority 105 71 136 92 112 119

Federal Government loans 3/ 85 72 38 13 == 3

Total 2,518 2,275 1,717 1,617 - 1,k29 2,372

n.a,--Not available.

1/ Issues of less than $500,000 not further classified in 195k, 1955 and 1956,
2/ Data for years prior to 1957 probably understate school issues by about one-

fourtl

because of unclassified small issues.

3/ Coverage for -1957-1959 is broader than for earlier years.
Note,-=Details may not add to totals because of rounding.

Source,--1954-1956,

Bond Buyer and Federal Reserve; 1957-1959, Investment Bankers

of . AmericaRData for 193;—1959 not strictly comparable with data for earlier years,
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Purpose of issue - Nearly all bonds sold in the second quarter
were for the purpose of raising new long-term funds; refunding issues
continued to be small in volume, School construction was the most ime
portant purvose of financing as it has been in other recent years. Sales
of these bonds totaled $668 million, slightly smaller than in the first

- quarter of 1958, (In the first quarter this year education bonds had
been one-third smaller in volume than a year earlier,)

New financing,i‘or miscellaneous public service enterprises
ranked second in importance, The total of $459 million largely reflects
the sale of two very large revenue bond issues last quarter--a $200
million issue by the New York State Power Authority and a $195 million
issue by a Grant County Public Utilities District in Washington. Sales
of bonds for purvosgs of sewer and water construction and veterans' aid
were other major ty'pes of issues sold in larger volume this second quarter,
The volume of financing for highways, bridges and tunnels, residential
buildings, and hospitals and institutions was smaller this year than in
the corresponding quarter of 1958,

Type of issue - Special authorities were the most important
group of issuers during the second quarter of 1959, selling bonds
(including the very large revenue issues mentioned above) which totaled
nearly $900 million., This volume accounted for more than one-third of
total offerings and was more than twice as large as in the second quarter
of 1958, Offerings by school districts were in sligatly larger volume
than a year earlier;-issues by States, counties and townships and mu-
nicipalities were in smaller volume,

. Tyoe of issue - General obligations continued to be the most
important type of {ssue, However, the proportion of tot,al sales ac-
counted for by such bonds declined from 73 per cent in ‘the April-June H
1958 period to 55 per cent this year as the share of revenue bond H
financing increased from 21 per cent to 38 per cent. Both Public Housing
Authority offerings and Federal Govem-nent loans were in larger volume
than a year earlier. .

More detail conce/rning recent capital market developments is
presented in the attached exhibits,

Capital Markets Section,
Division of Research and Statistics,
Board of Governors of the Federal Reserve System.
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EXHIBIT A

HIGH-GRADE BOND YIELDS

Weekly Per cent per annum
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.1l Clixhibit o
Tables for kixhibit A

Hiph-grade Bond Yields

State and Spread between
~ Corporate U. S. Govt. . U, S. Govt, and
_— Date Aaa 1/ long-term 2/ 1°K:;‘ g;vt. Corporate |State and
. Aaa local Aaa
(Per cent) -
1954 - Low 2.85 (L/23) 2,45 (8/6) 1.90 (9/2) .30 .30
1957 - High L1k (9/27) 3.76 (10/18) 3.45 (8/29) . A7
1958 - High 4.13 (10/10) 3.8k (12/26) 3.31 (9/11) .51 .72
Low 3.55 (5/2) 3.07 (L/25) 2,64 (5/1) 22 .34
1959 - High L.b& (7/10)  h.13(7/10) 3.5u((7/2) .39 92
Low .09 (1/9) 3.33 (1/2) 3,06 (3/26) .16 .57
June 26 L.h7 k.10 3.L5 .37 .65
July 3 L3 k.12 3.3 T .36 .58
July 10 Lk L.13 3.52 .35 .61
July 17 L.h7 L.03 3.51 .39 57
July 2h o/ b.b# L:.10 3.48 .36 62
Lower-grade Bond Yields
Spread between
Date Cogorz;e lﬁ::;egzsz Asa and B;: 3
a - * . ate an
. Baa 3/ Corporate local govt.
(Per cent)
1954 - Low 3.4l (12/31) 2.93°(8/5) .52 .96
1957 - High ©.20 (11/29) L.51 (8/29) 1.27 1.21
1958 - High 4.96 (1/3) .3l (9/11) 1.28 1.11
Low L.51 (7/11) 3.6l (5/1) W77 - .93
1959 - High 5.05 (7/2L) h.hé (7/2) .77 .98
Low .33 (L/17) 3.92 (3/26) % .86
June 26 5,04 133 T .93
July 3 5.0% b L6 .57 .92
July 10 .07 b bS .59 .93
July 17 5.09 o/li.hs .62 c/.5h
July 2b p/ 5.99 11,39 .63 .51
Preliminary. ¢/ Corrected.

y weckly average of daily figures. Average term of londs included is 25-26 years.

g/ Weekly averapge of daily figures. The series includes bonds duc or callable in
10 years or more.

2/ Thursday figures. Only general obligation bonds are included; average temm

is 20 years,
Note.--liighs and lows are for individual series and may be on different dates for

different series.
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- EXHIBIT C

STOCK MARKET
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wxhibit U - Table, tor Exhibie C

Stocle Market

. Cormon Trading Stock market customer credit
Date Stock price stock volune 3/ Customers! Bank
) index 1/ yields 2/|(millions | Total |debit bal-| loans to
- (per cent)|of shares) ances lj/ |"others" 5/
{Millions of dollars)
1953-1958 - High | Sh.11 (12/2h/58) 3,30 .9 b, kg2 28 1
 Low | 2298 (9/18/53) 625 0.9 2,08 51311? 2
1959 - High 59.91 (7/10) 3.11 L.3 L,721  3,h401 1,332
v Low 51,37 (2/6) 3.3L 2.6 h,5e7 3,253 1,210
May , 57.96 3.20 30 b1 3,385 1,326
June 57.16 323 2.9 L6 3,388 1,304
July 3 . 59.28 3.13 3.2 n.a n.a, 1,301 1,253
July 10 59.91 3.11 3.7 n:a. - n.a, z/1,243
July 17 59.19 - 3.1k 3,1 n.a, n.a, 1,
July 2L p/ 59.65 3.12 3.0 n.a, n.a, n.a.

n.a,--Not aveilable, p/ Preliminary,

1/ standard and Poor's romposite index of 500. common stooks, weekly olosing prices, 1941-43=10. Monthly date
are averages of dally figures rather than of Fridays' only, Highs and lows are for Fridays' data only,

g/ Standard and Poor's cumposite stook yield based on Wednosday data converted to weekly closing prices by
Federal Reserve. Yields shown are for dales on which price index reached its high or low,

3/ tverages of daily trading volume on the New York Stook Exohangs,

4/ End of month figures for member firms of the New York Stock Exchange which carry margin acoounts; exoludes
balences seoured by U, S. Government obligations,

§/ Wednesday figures for weekly reporting member banks., Excludes loans for purchasing or oarrying U, 5.
{;ovarnment sscuritiess Prior to July 1, 1959, such loans are excluded only at banks in New York and Chicago,
Weekly rsporting banks account for about 70 per cent of loans to others, For further detail sea Bulletin.

- T Mortgage and Bond Yields I/
FHA Aaa corporate Spread between new
Date bonds 1/ corporate bonds and
mortgages 2/ New 3/ [Seasoned L/|FHA mortgages|Seasoned bonds
1953-1958 - High 5.63 (11/57) L.B1 (6/57) L.12 (9/57)  1.96 . .90
Low L.56 (2/55) 2.7k (3/5L) 2.85 (L/5h) 5L -.12
1959 - High 5.6l . L.81 .37 . ok
Low g.57 L.29 h.12 .83 . .15
1959 - Feb. 5.58 L.29 b1k 1.29 .15
Mar, 5.57 L.30 L.13 1.27 A7
Aor., 5.58 k.53 .23 1.05 - .30
May 5.6kL k.81 L.37 .83 iy
June 5.71 L.82 L.Lé .89 . .36

1/ Neithor mortgage nor bond ylelds take imto acoount servioing costs which are much higher for mortgages than
bonds. Generally, bonds pay interest semi-annually; mortgages, monthly, Mortgage yields, if computed as equivalent
{0 & semiannual interest investment, would be slightly higher than given in the table. .

2/ Baged on FHA field-office opinicns about average bid prices in tho private secondary market for new-home
mortgages for immediate delivery. Since late 1955, date relate only to 25-year mortgages with dompayments of 10
per cent or more, weightad by probeble volume of transuctions. Yields computed by FRB, assuming 25~ycar mortgages
are paid off in 12 years, Dashed linns indicate periods of adjustment to changes in the contractual intercst rate,

3/ First Mational City Bank of New York, Averages of offering yields of all new issues of publioly-sold bonds
rated Aaa, Aa or A by Moody's Investors Service (except serial and convertible issues and offerings of natural gas
and foreign compunies) weighted by size of 1ssus, Yields on Aa and A issues are first adjusted to an Aan basis
H the spread betwean yislds of outstanding bonds in these categories and those on raa-rated bonds, The series rew

Lo ects changes Iin indu3trial ocomp osition, miturity, type, eto. of new offerings.
Digitized fgﬁ&"

oy Thubstors Service. HMonthly averages of daily data, See Exhibit B,
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1.1l i Exhibit B
Long-term Corporate and State and Local Government
Security Offerings and Placements
(In millions of dollars)
New capital - .
Corporate 1/ j State and local 2/
1959 [ 1958 T 1957 1959 | 1958 | 1957
January 8Lo 728 1,060 636 812 7h2
February hs 857 1,065 856 953 . 572
March 631 1,553 1,320 6élily s11 506
April p/826 1,140 ‘931 930 798 765
May £/806 597 - 765 . 592 895 546
June /950 887 1,b53 | p/9to 551 393
July /550 1,107 1,003 e/ L5 806 529
August 540 g2y { = 403 58l
September 1,114 973 651 431
October 862 1,090 456 698
November 518 789 L7k 633
December 920 ‘1,076 L35 698
1st quarter 2,216 3,139 3,45 2,136 2,276 ' 1,820
2nd querter /2,582 2,623 3,19 /2 502 2,2l, 1,704
3rd quarter = 2,760 2,899 [~ 1,860 1,54
lth quarter 2,300 2,95 ) 1,365 2,029
lst half e/, 758 5,762 6,59 |o/y,638 L,520 3,524
Three quarters 8,522 9,03 [° 6,380 5,069
Year - 10,823 12,047 7,746 7,099
Excluding finance companies L/

1st quarter 2,011 2,899 3,237

2nd quarter e/2,332 2,586 - 2,889

3rd quarter = 2,731 2,582

- lth quarter 2,213 2_,810

Year 10,429 11,518

o/ Estimated,

p/ Preliminary.

1/ Securities and Lxchenge Commission estimates of net prooceeds.
2/ Investment Bankers Association of America estimates of principal amounts.

Includes $718,3 million AT&T convertible debenture issue,

_?/ Total new capital issues excluding offerings of sales and consumer finance

companies,
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Hile Exhibit F
- Other Security Offerings 1/
(In millions of dollars)
R = Long-term
Forei overnment 2 Federal agency 3/
1959 19 1957 1959 | 1958 | 1957
January 77 197 8l 199 1,163 72
February 59 54 Lo ~— 251 --
March 2 - 30 175 - -
April 56 139 . 123 - 523 125
May 50 200. - 48 - - -
June 120 L2 - 60
July 9 28 164 -
August 5 7 - -
September 17 30 - 215
October S'I‘ ' N 220 -
November 123 60 - 100
December i 1 - -
Year 995 507 2,321 572
Short-term
State and local government L/ Federal agency 3/

January ! 190 233 326 359 371 638
February Li28: Lo Lss 500 208 k30
March 295. 273 17 L89 14k 505
T april . 563 357 205 186 209 336
May p/ho7 35k 337 615 - 181 Liég
June 26l 153 289, _ 329 501
July 289 272 L37 22
August L23 272 206 370.
September 369 252 330 512
October 231 303 L5k 1,238
November s 9k 11k 255
December 243 L59 137 116
Year 3,910 3,274 3,098 5,543

Digl
http

p/ Preliminary.

1L/ Data presented in this exhibit differ from those in Exhibit E in that refund-
Long-term securities are de-~

ing issues, as well as new capital issues, are included.
fined as those maturing in more than one year.

2/ Includes securities offered in the United States by forezgn govermments and
Securities and Ex-

their subdivisions and by international organizations.

change Commission.

3/ Issues not guaranteed by the U, S. Government.
and Exchange Commission; short-term, Federal Reserve.

y tax and bond anticipation notes, warrants or certificates and Public
In some instances PHA notes included may have a somewhat
@rﬁrg ar, Source:

SE &Sﬁ@ BHa

y notes.

Bond Buyer.

Federal Reserve Bank of St. Louis

Source:

Source:

long-term, Securities




H.1h Exhibit G
Largs Long-term Public Security Issues for New Gapital
(Other than U. S, Treasury) 1/
Proceeds of large Issues Offered
(Millions of dollars)
State and 2
Month Corporate hocal goverment Other 2/
1958 - June 261 195 86
July m 275 A
August 209 .109 -
September 825 288 18
October 259 172 209
November 227 259 100
5 - By 23 X,
1959 - January 3
February 3L0 551 35
March 215 369 176
April 359 563 20
May 3h2 258 0.
June 28l 635 f
Large Individual Issues Offered July 1 throughv 2k ‘\/
Amount Coupon ]
i te or | Offerin :
Tssuer Type 3/ (MM hoaturigy| | TEe OF | OTTOTiNE IRating
: dollars) est cost
CORPORATE
Long Island Lighting Co. lst mte, bds, 25.7 1939 S 1/L 5.10 A
Tennessee Gas Trans. Corp,; lstmtz,pl.bds, 5.0 1979 51/ 5.15 A
STATE AND LOCAL GOVERN' VT
Univ, of Texas, Azr, %

Mech, College of Texas | Rev.-Ut, 10,0 1960-79 3.47 © 2.L0-3.9  Aaa
State of Ohio Rev.-S.T, 31.0 1960-72 3, 2.10-3.60 Aa
Univ. of California Rev, - Ut 13.0  n.a. 2.88 n.a. -
Territory of MHawaii Rev,-TT¢, 12.5 1961-35/66 h.33. 3.00-4.35 A

OT'ER
Quebec ‘-‘ydro—Elec; Comm. Deb. 50,0 1984 ° 5 5.00 A

Digitized for FRASER
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H.1k G-2
Footnoties

n,a.--Not available.

1/ Includes corporate and other security offerings of $15 million
and over; State and local government security offerinzs of %10 million
and over.

g/ Includes foreign govermment and Internationzl Bank for Reconstruc-
tion and Development issues and non-guaranteed issues by Federal agencies.

3/ In the case of State and local government securities, G. 0, de-
notes aeneral obligations; Rev.-Ut., revenue obligations secured only
by income from public utilities; Rev.-Q.Ut., revenue bonds secured only
by revenue from quasi-utilities; Rev.-S.T,, revenue bonds secured by
reverue from specific taxes only; Rev,-Rent., revenue bonds secured
solely by lease payments.

L/ 1572 maturities not reoffered.

PN
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1.1k wxhibit H

Forthcoming Large Long-term Public Security Offerings for New Capit.al
(Other than U. S. Treasury) 1/

kxpected Proceeds from Forthcoming Large Issues

During month -following - Subsequent to
Date of date shown date siown
computation State and ) State and
Corporate |~ 7 govt.F)ther 2/ |Corporate Tocal govt. Other 2/
1958 - June 30 768 225 - 1,048 235 -
dJuly 31 161 55 - 381 125 -
Aug. 29 785 2h1 - 91l L35 -
Sept. 30 113 295 - 216 ©os2h -
Oct. 31 204 258 - 326 675 -
Nov, 28 301 229 71 L1 683 71
Dec. 31 210 261 75 : 370 515 75
1959 - Jan. 30 270 551 I3 365 856 5
Feb, 27 1.8 292 - 279 Lar -
Mar, 31 396 550 20 L76 761 20
Apr. 20 2L6 251 5o - 36 517 50
May 29 287 2l7 - 332 . 761 -
June 20 165 146 50 272 500 50

YFortucoming Large Offerings, as of July 2l

N Amount i
Issuer Tvpe l (millions App Yox*ma:g date
of dollars) of' ofiering
[ Ol(l—*()‘(‘\'l'l
Transcontinental Gas Pine Line Corv.|. Pfd, stk, 15.0 July 29
Transcontinental Gas Pive Line Corp.|lst mtg.p.l. bds. 20.0 Jnlj 29
Pennsylvania Zlactric Co. . 1st mtg. bds, 15.0 Au:
Morthern States Power Co. ’ Com. stk. 27.9
#Michigan Rell Telenhone Co. . Deb, 3.0
Pan American World Airways, Inc. Conv, sub. deb. L7.9
’ ' - (rizats oxoire)
#Houston Lighting % Power Co. 1st mbtg. bds, 25,0 ‘Ang, 20
Pacific Gas % Electric Co. 1st & ref. mtg. bds. 65.0 Auz. 25
- American and Foreign Power Co, . Conv, jr. deb. 22.¢ Snmmer
Commerce 0il Refining Corp, Der,,hds, % common L45.0 Summer
STATE AND LOCAL TOVERNMENT
California Toll Eridge Authority Rev,-Ut, 34.0 July 28
Commonwealth of Puerto Rico G.0. 15.2 July 23
State of Vermont G.0. 13.0 July 28
Michizan Highway Department Rev,-S,T, 50.0 July 30
Commonwealth of Permsylvania G.0. 120.0 Aug, L
Los Angrles Sch, Dists., Calif, . G.O. 26.0 CAug. b
State of Onio G.o. 30.9 Aug. 11

Digitized for FRASER
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H.1h H-2
- Foi‘thcoming Large Offerings, as of Jﬁly 2L, (Conttd)
Am?unf. . Approximate date
Issuer Type OEm;]O.ﬁ:::) ppof offering
STATE AND LOCAL GOVERNMENT (Cont 'd) )
“#Texas Water De;relopment Board G.0. 10.0 Aug, 12
Chesapeake Bay Ferry Commission Rev,-Ut, k.0 August
New York Thruway Authority Rev.-Ut., 0.0 Summer
OTHER
None

#--Included in table for first time,
1/ Includes corporate and othér issues of $15 million and over; State and

local government issues of $10 million and over.

. g/ Includes foreign government and International Bank for Reconstruction
and Development issues and nop-guaranteed issues by Federal agencies.

- Note.--Deletions for reasons other than sale of issue: International
Recreation Corporation's common stock offering--proceeds for publicly-sold
shares less than $15 million, United States Plywood Corporation's subordinated

convertible debentures~-cancelled.
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H.1h Exhibit I

Yields on New and Outstanding
Electric Power Bonds, Rated Aa and A 1/

Aa-rated offering yields | A-rated offering yields
Amount above Amount above
Date Actual Actual y s
seasoned yields seasoned yields
(per cent) (basis points) (per cent) (basis points)
1952 - 1958
High 5.00 (9/1L/57) 87 15.50 (11/7/57) 123
Low 2.93 (3/31/54) -3 3.00 (3/17/54) -15
1959 - Jan. 7 L.75%/ 23
23 11:20 ih
2 .65, 0
Feb. 18 1357/ L
Mar, 11 L.ko%/ 1
25 L.L3 9
26 L.L3 9
31 L7 13 .
Apr. 3 - L.67 . 18
1? tgc 22
1 .59 21
29 552/ 7 .
May 1 k.85 17
13 5.06 13
1 k.95 38
20 : L.95 3k
21 : 5.13 27
Qﬁ iog 38
June .9 . 29
17 . L\.92-3/ . 6
26 - 5.10 2k
July 9 5.10 19
10 L.93 3
15 5.10 19

#--Single observation, not an average. -

1/ Covers only 30-year first mortgage bonds, as reported in Moody's Bond
Survey. Except where indicated, the actual yield figure and the amount above
seasoned yields are averages of offerings during the indicated period and of B
the differences between these new offering yields and yields on seasoned issues
of similar quality for the same day. Average maturity for the seasoned issues
varies from 26 to 28 years. :

_g/ Provides for a S-year period during which issue may not be called for
refunding at a lower coupon rate., Monthly averages so marked include one or
more issues with such a provision. Other issues have no such provision.

3/ Provides for a 7-year period during which issue may not be called for
refunding at a lower coupon rate.
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