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H.llt January 25, I960. 

CAPITAL M&REET DEVELOPMENTS 
IN THE UNITED STATES AND CANADA 

Part I . United States 

Large corporate issues for new capital tota l ing $65 mil l ion 
and State and loca l government bond issues amounting to $77 mill ion were 
sold during the week ending January 22. This week, the calendar includes 
one large corporate offering for $30 mill ion and a Federal agency long-
term offering for $100 mil l ion. No large State and local government 
issues are scheduled for sale t h i s week. 

Bond yields - Changes in y ie lds on seasoned bonds wiere mixed 
but minor l a s t week. Yields on lower grade corporate bonds continued 
to increase while those for high-grade bonds remained stable. Yields 
on State and loca l government and U. S. Government obligations declined 
s l i gh t ly . 

Mortgage and bond y ie lds - Average secondary market discounts 
on certain FHA-insured 5-3/U per cent home mortgages, which had been 
increasing since l a s t April , were unchanged in December at 3.6 per cent. 
The implied gross y ie ld on these loans of nearly 6-l/h per cent remained 
about 65 basis points above a year ear l ier . The spread between new 
corporate bond y ie lds and FHA mortgage y ie lds continued to be re lat ive ly 
narrow, although somewhat larger than at midyearj at 107 basis points 
i t was the smallest on record for the month of December. 

Stock market credit - Customer credit in the stock market 
(excluding borrowing on U. S. Government securi t ies) declined s l ight ly 
during December to to ta l $U,li50 mill ion at the end of the year. Customer 
credit has shown l i t t l e net change since September as can be seen in the 
chart on Exhibit C. The December decline was a result of a ^13 mill ion 
decline in bank loans to other than brokers or dealers for purchasing 
and carrying secur i t ies and a #3 mil l ion increase in net debit balances. 

Borrowing by member firms of the New York Stock Exchange main-
taining margin accounts (excluding borrowing on U. S. Government secur-
i t i e s ) continued to increase substantially l a s t month, total ing $2,362 
mill ion at the end of December. Customers' net free credit balances __ 
also increased. These and other data on stock market credit for December 
and November are shown in the table on the following page. 

Stock prices - Stock prices as measured by Standard and Poor's 
index of 500 common stocks declined again l a s t week. Closing at 57.38 
on January 22, prices were h per cent lower than at the close of 1959. 
Trading ac t iv i ty slackened somewhat with the daily volume averaging 
2.8 mil l ion shares a day. 
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End of month Change • Dec. I Nov. Change • 

•• (Millions of dollars) 
Customer credit 

Excluding U. S. Government securit ies - t o t a l •k,h$ o k,L60 -10 
Net debit balances 3,276 3,273 +3 
Bank loans to "others" 1,17k 1,187 -13 

Net debit balances secured by U. S. Govt, securi t ies 150 165 -15 
Bank loans to others for purchasing or carrying U. S. 

Government securi t ies I6I1 158 +6 

Broker and dealer credit 
Money borrowed except on U. S. Government securi t ies 2,362 2,256 ' +106 

On customer col lateral 2 , 0 ^ 1,999 +45 
Money borrowed on U. S. Government securit ies 221 236 -15 
Customers' net free credit balances 997 97b +23 

More detai led information concerning recent capital market 
developments i s presented in the attached exhibi ts . 

Developments in the Canadian capital market are presented 
in Part II at the end of th is report. 

Capital Markets Section, 
Division of Research and S t a t i s t i c s , 
Board of Governors of the Federal Reserve System. 
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tXMIbll A 
H I G H - G R A D E B O N D YIELDS 

L O W E R - G R A D E B O N D YIELDS 
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Tables l o r Exhibi t A 

High-grade bond Yields 

Date Corporate 
Aaa 1 / 

U. S. Govt, 
long-term 2 / 

State and 
loca l govt. 

Aaa 3 / 

Spread between 
U. S. Govt, and Date Corporate 

Aaa 1 / 
U. S. Govt, 
long-term 2 / 

State and 
loca l govt. 

Aaa 3 / Corporate 
Aaa 

State and 
l oca l Aaa 

(Per cent) 

1954 - Low 2.85 (4/23) 2.45 (0 /6 ) 1.90 (9 /2) .30 .30 
1957 - High 4 .14 ( 9 / 2 7 K 3.76 (10/18) 3.45 (8/29) .60 .47 
1958 - High 4.13 (10/10) 3.84 (12/26) 3 .31 (9/11) .51 .72 

Low 3.55 (5 /2) 3.07 (4/25) 2.64 (5 /1) .22 .34 
1959 - High 4 .61 (12/31) 4.37 (12/31) 3.65 (9/2W .50 .92 

Low 4.09 (1 /9) 3.83 (1 /2 ) - 3.06 (3 /26) .16 .53 

Dec. 24 4.59 4.32 3.49 .27 .83 
Dec. 31 4 .61 4.37 3.49 .24 .88 
Jan. 8 4 .61 4.42 3.53 .19 .89 
Jan. 15 4 .61 4.37 3.49 .24 .88 
Jan. 22 g / 4 . 6 i 4 .35 3.47 .26 .88 

- i i -Lower-grade Bond Yields 

Date Corporate 
Baa 1 / 

State and 
l oca l govt. 

Baa y 

Spread between 
Aaa and Baa Date Corporate 

Baa 1 / 
State and 

l oca l govt. 
Baa y Corporate State and 

loca l govt. 

(Per cent) 

1954 - Low "3.44 (12/31) 2 . 9 3 ( 8 / 5 ) .52 .96 
1957 - High 5.10 (11/29) 4 .51 (8/29) 1.27 1.21 
1958 - High 4.96 (1/3) 4.34 (9/11) 1.28 1 .11 

Low 4.51 (7/11) 3.64 ( 5 / D .77 .93 
1959 - High 5.32 (12/31) 4.46 (7 /2 ) .77 .98 

Low 4 .83 (4/17) 3.92 (3/26) .56 .79 

Dec. 24 5 .30 4.42 .71 .93 
Dec. 31 5.32 4.43 .71 .94 
Jan. 8 5.32 " 4.46 .71 .93 
Jan. 15 5 .34 4.43 .73 .94 
Jan. 22 p / 5 .35 4 .41 .74 .94 

2 / Preliminary. 
1 / Weekly average of da i ly f igures . -Average term of bonds included i s 25-26 years . 
2 / Weekly average of daily f igures . The ser ies includes bonds due or ca l lab le in 

10 years or more. 
2 / Thursday f igures . Only general obl igation bondc are included; average term 

i s 20 years. 
Note.—highs and lows are for individual ser ies and may be on d i f f erent dates for 

d i f f e r e n t ser ies . Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



S T O C K M A R K E T 

' j * < . 

M O R T G A G E A N D B O N D Y I E L D S 
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1953-1958 

1959 

• High 

High 
Low 

November 
December 
Jan. 8 
Jan. 15 
Jan. 22 

iilor.k j.i'ii; 
indux 1/ 

Common 
lock 

y iu l ' . l .y 2 / 
(j'Q'- ci-nL) 

TividLt-
VOlllilH': '\J 

(in LI Lion:; 
of shares) 

^tock market customer credit 
Customers 1 

Total debit bal-
ances 4/ 

54.11 (12/2^/58) 
22.95 (9/16/53) 
60.5117/31) 
54.37 (2/6) 

57.23 
59.06 
59.50 
58.36 
57.38 

(Millions of dollars) 

1,317 
669 

1,332 
1,210 

Dank 
loans to 

"others" 5/ 

3 . # 1.9 4,492 3,265 
b.25 0.9 2,055 1,311 
3.08 h.3 4,76k 3,401 
3-34 2.1 4,401 3,210 

3.21 3.4 a,L6o 3,273 
3.18 3.3 4,450 3,276 
3.18 3.6 
3.24 3.5 n»a. n • s * 
3.29 2.8 n. a. n, a. 

1,373 
1,17k 

1,187 
1,17k 
1,327 
1,335 

n . a . — N o t a v a i l a b l e . g / P r e l i m i n a r y . 
1 / Stund&rd and P o o r ' s —mposlte index of 500 coiunon s t o c k s , weekly c l o s i n g p r i c e s , 1941-43=10. Monthly date, 

a re averages of d a i l y f i g u r e s r a t h e r than of 1V1days' on ly . Hiyha arxl lows a re f o r F r i d a y s ' da t a only . 
2 / Standard and P o o r ' s composite s tock y i e l d bused on Wednesday cUta converted t o weekly c lo s ing p r i c e s by 

Federal Reserve. Y ie ld s shown are f o r date a on which p r i c e index reached i t s h igh or low. 
3 / Averages of d a i l y t r a d i n g volume on the Hew York Stock Exoluvnge. 
4 / End of month f i g u r e s f o r member f i rms of the Mew York Stock Exchange whl ch ca r ry margin accounts[ excludes 

ba lances secured by U. S. Government o b l i g a t i o n s . 
5 / Wednesday f i g u r e s f o r weekly r e p o r t i n g member banks. Excludes loans for purchasing or c a r r y i n g U . S . 

Government s e c u r i t i e s . P r i o r t o Ju ly 1, 1459, such loans aro exolud-.d only a t banks In New York and Chicago. 
Weekly r e p o r t i n g hanks account f o r about 70 par cent of loans to o t h e r s . Por f u r t h e r d e t a i l aee B u l l e t i n . 

Mortgage and Bond Yields 1/ 

Date FHA 
mortgages 2/ • 

Aaa corporate 
bonds 1/ 

Spread between new 
corporate bonds and Date FHA 

mortgages 2/ • New 3/ |Seasoned lj/ FHA mortgages |Seasoned bonds 

1953--1958 - High 5,63 (11/57) 4.81 (6/57) 4.12 (9/57) 1.96 .90 
Low 4.56 (2/55) 2.71 (3/54) 2.85 (4/54) .54 - .12 

1959 - High 6.23 5.29 4.57 1.29 .77 
5.57 L. 29 4.12 .83 .15 

1959 - August 5.80 4.74 4.43 1.06 .31 
Sentember 5.29 4.52 .77 
October 5.10 4.57 .53 
November 6.23 5.07 4.56 1.16 .51 
December 6.23 5.16 4.58 1.07 .58 

1 / Nei ther mortgage nor bond y i e l d s take i n t o p.ccount s e r v i c i n g coatv which are much hip,her f o r mortgage 3 thiin 
bonds . G e n e r a l l y , bonds pay i n t e r e n t rernl-nnnui.lly; mortgages , monthly. Mortgage y leldri, i f computed ftfl e q u i v a l e n t 
t o a semiannual i n t e r e s t inves tment , would be s l i g h t l y h lghor than given i n t h i t a b l e . 

2 / Based on FHA f l n l d - o f f l a e opinions about average bid p r i c e s in the p r i v a t e secondary market f o r now-home 
mortgages f o r i rime dl a t e d e l i v e r y . Sinr.o l a t e 195S, date, r e l a t e only to 25-yeor mortal pt> s with donnpaymenta of 10 
per cent or morn, weighted by probrble volvmo of -tran:"..c.tium. Yields computed by FUR, assuming 25-ycnr mortgages 
a r e paid o f f In 12 y o a r i . Vanhed l i n n s i n d i c a t e pe r iods of odju:it i«;nt t o chrngon i n tlio c o n t r a c t u a l i n t e r e s t r a t e . 

3 / f'ir^-t )•' 111 onn 1 City Hnnk of Now York. *v®ragrn of o f f e r i n g y i e l d s of a l l new in sues of publ l o l y - e o l d bonde 
ra ted Aan, An or A hy Moody'.1 I nvnn torn f .ervior (except n e r l a l and conver t ib l e issuer) and o f f e r i n g s of n a t u r a l gas 
and f o r e i g n compnnie s) weighted by s ize of 1 . Yie lds on An a n l A isr.ues nre f i r r - t a d j u s t e d to nn Ana b a s i s 
by the -prea/1 between y i e l d s of outitnndliVT bonds in t h c i e oatngcrioF and those on t o a - r a t e d bonds. The sort efl r e -
f l e c t s changes i n 1 ndu.iti-1" 1 oorr.p o s i t i o n . nu lur It v, t yp <•, r . to. of new o f f e r i n g * . 

4 / Moody' s Inventvrn Service . Hnnlhly nvere . r ' s of d a i l y d a t a . Sen Exhibi t P. Digitized for FRASER 
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if. Ill Exhibit E 

Long-term Corporate. ana State and Local Government 
Security Offerings and Placements 

(In mi l l ions of dol lars) . 

New capital 
Corporate 1 / State and l o c a l 2 / 

I960 | 1955 1 1958 I960 1 1959 1 1958 

January 
February 
March 

e/700 81t0 
7 US 
631 

728 

J s W 

e/700 637 
857 
6L5 

812 
953 
511 

April 
May 
June 

899 
791 
87k 

i»iUo 
597 
887 

931 
592 
982 

798 
895 
551 

July 
August 
September 

531 
718 
709 

1,107 
5k 0 

l , l l i j 

56? 
Sib, 
I468 

806 
to 
651 

October 
November 
December 

g/826 
2/778 
e/850 

862 
518 
920 

B/590 156 
klk 
U3S 

1s t quarter 
2nd quarter 
3rd quarter 
Ijth quarter 

2,216 
2,561 
1,958 

o/29USh 

3,139 
2,623 
2,760 
2,300 J 

2,276 
2 , 2 a 
1,860 
1,365 

1s t hal f 
Three quarters 
Year 

It,780 
6,738 

q/9,192 

5,762 
8,522 

10,823 

llj.6l4& 
6 , 1 9 ; 

s / 7 , 7 3 0 

li,520 
6,380 
7,716 

Excluding f inance companies h/ 

1st quarter 
2nd quarter 
3rd quarter 
Uth quarter 

2,011 
2,ii09 
1,695 

e/2,30U 

2,899 
2,586 

. 2,731 
2,213 

Year e /8 ,bl9 10,1429 

2 / Preliminary. 
1 / Secur i t i es and Exchange Commission estimates of net proceeds. 
2 / Investment Bankers Associat ion of America estimates of principal amounts. 
3 / Includes $718.3 mi l l ion AT&T convertible debenture i s s u e . 
h/ Total nex< capi ta l i s sues excluding o f fer ings of s a l e s and consumer f inance 

companies. 
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• Other Securi ty Uf fe r ings 1 / 

(Iii mi l l ions of dol lars) 

Long-term 
Foreign government 2 / Federal agency 31 

1959 195# 1 i 1957 1959 1 1958 1 1957 

January 77 196 81* 199 1,163 72 
February 59 53 1*9 251 
March 2 — 30 175 • — — 

April 56 139 123 523. 125 
May 50 198 1*8 

1*2 120 1*2 — — 60 

July 85 9 28 161* 
August l 5 7 98 —— 

September 36 17 30 150 215 

October 29 58 k %20 
November 38 123 60 100 
December 71* 1 — — 

Year 992 507 2,321 572 

Short-term 
State and l o c a l government k/ Federal agency 3/ 

January 
February 
March 

190 
1*28 
295 

233 
1*60 
273 

326 
1*55 
11*7 

359 
500 
1*89 

371 
208 
11*1* 

638 
1*30 
505 

April 
May | 1 357 

354 
26b 

205 
337 
153 

1*86 
675 
289 

209 
161 
329 

336 
1*69 
501 

July 
August 
September 

21*6 
167 
399 

289 
123 
369 

272 
272 
252 

727 
365 
665 

1*37 
206 ' 
330 

221* 
370 
512 

October 
November 
December 

a 
306 

& 
2143 

303 
9h 

1*59 

733 
1*71 
288 

1*51* 
111* 
137 

1,238 
255 
116 

Year 4,127 3,910 3,271* 6,01,7 3,098 5,51*3 

g / Pre l iminary . 
1 / Data presented in ih ja exhibit d i f f e r from those in Exhibit E in that refund-

ing i s s u e s , as we l l as new ip i ta l i s s u e s , are included. Long-term s e c u r i t i e s are de-
f ined as those maturing in more than one year. 

2 / Includes s e c u r i t i e s of fered in the United States by foreign governments and 
the i r subdivisions and by international organizations. Source: Securi t ies and Ex-
change Commission. 

3 / Issues not guaranteed by the U. S. Government. .Source: long-term, Securi t ies 
and Exchange Commission; short-term, Federal Reserve. 

h/ Principal ly tax and bond ant ic ipat ion notes, warrants or c e r t i f i c a t e s and Public 
Housing Authority notes . In some instances PfcA. notes included may have a somewhat 
longer term than one year. Source: Bond Buyer. 
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H.lk Exhibit G 

Large Long-term Public Security Issues f o r New Capital 
(Other than U. S.-Treasury) 1 / 

Proceeds of Large Issues Offered 

(Mil l ions of do l lars ) 

Month Corporate State and 
l o c a l government Other 2 / 

1958 - December 30$ 229 79 
1959 - January 369 335 17k 

February 3U0 551 35 
March 215 369 176 
April 359 563 20 
May 3k2 258 50 
June 28k 635 60 
July 110 19k 50 
August 363 263 98 
September 199 21k 175 
October kOO 29k 20 
November 421 163 
December 230 217 , 70 

Large Individual Issues Offered January 1 through 22 

Issuer Type y 
Amount 

(mi l l ions 
of 

dol lars) 
Maturity 

Coupon 
rate or 

net i n t e r -
e s t cost 

Offering 
y i e l d Rating 

CORPORATE \ 
C.I.T. Financial Corp. Deb. 75.0 1980 5 1 /8 5 .25 . 
Commercial Credit Co. Notes 50 .0 1980 5 V k ^ 2 5 — 
Kansas City Pwr. & Lt. Co. 1s t mtg. bds. 20.0 1990 5 k.95 Aaa 
Northern I l l i n o i s Gas Co. Pfd. s tk . 15.0 
Chesapeake & Potomac Tel. 

5 l / k Co. of Maryland Deb. 25.0 1996 5 l / k 5.19 Aaa 
Gen. Public U t i l i t i e s Corp. Com. s tk . 2k.5 

6.00 Gen. Acceptance Coip. Deb. 15.0 1980 6 6.00 
Conn. Light & Power Co. 1s t ref.mtg.bds.25.0 1990 k 7/8 k.9k Aaa 

STATE AND LOCAL GOVERNMENT 

Toledo Sch. D i s t . , Ohio G.O. 10.0 . 1961-83 3.65 2 .90-3 .70 Aa 
. ' iea t t le , Washington Rev.-Ut. 11.8 : 1969-05/70 3.72 3.50-k.k0 Aa 
ility & Co. of San Francisco 

Ca l i fo rn i a G.O. 13.6 1961-80 3.kk 2.85-3.60%/ Aa 
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.h . l i i G-2 

Large Individual Issues Offered January 1 through 22 (Cont'd) 

Type 2 / 
Amount Coupon 

(mi l l ions Maturity rate or Offering 
of Maturity net i n t e r - y i e l d 

dol lars) e s t cost 

Rating 

STATE AflP LOCAL GOVERNMENT 
(Cont'd)" 

New York State Pwr. Auth. 
• Term 

Seria l -
State of Maryland 
Tacoma, Washington 
State of California 
Detro i t , Michigan 
Sacramento Unif. S .D. ,Cal . 
State of Washington 
State of Washington 
State of Louisiana 
State of North Carolina 

OTHER 

None 

Rev.-Ut. 
G.O. 

Rev.-Ut. 
G.O. 
G.O. 
G.O. 

Rev.-Ut. 
Rev.-Ut. 

P.O. 
G.O. 

96 .0 
2U.0 
23.1 
32.0 

100.0 
13.2 
10.0 
18.0 
10.1 
15.0 
11.1 

h. 39 
2006 

1965-79 
1963-75 3.30 

196U-2010/70 i i .5 l 
1961-85 
1961-85 
1962-65 

1967-77/72 
1961-79/70 
I961-8V69 

1961-79 

U.02 
it.10 
3.57 
3.9h 
3.65 
3.8I1 
3.29 

L 3 8 . 
3.50-U.00 
2 .95-3 .30 
3.50-U.75 
3.00-ij .00 
3 . i o - L 5 o _ , 
2 .95-3 .652/ Aa 
3 .60-3 .90 A 
3 .00-3 .70 Aa 
2 .90-3 .85 A 
2 .75-3 .35 Aaa 

Aaa 
Baa 
Aa 
A 

1 / Includes corporate and other securi ty o f f er ings of $15 mi l l ion and over j 
State and l o c a l government security o f fer ings of $10 mi l l i on and over. 

2 / Includes foreign government and International Bank f o r Reconstruction and 
Development i s s u e s and non-guaranteed i s sues by Federal agencies . 

"3/ In the case of State and l o c a l government s e c u r i t i e s , G.O. denotes general 
obligations5 Rev . -Ut . , revenue obl igat ions secured only by income from public 
u t i l i t i e s 5 Rev.-Q.Ut. , revenue bonds-secured only by revenue from q u a s i - u t i l i t i e s j 
Rev. -S .T. , revenue bonds secured by revenue from s p e c i f i c taxes only; Rev.-Rent. , 
revenue bonds secured s o l e l y by l e a s e payments. 

k/ 1 per cent of 1980 maturity not reof fered . 
5/ 1 /4 per cent of 1985 maturity not reof fered . 
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H.l4 Exhibit H 

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

Expected Proceeds from Forthcoming Large Issues 

Date of 
computation 

During month following 
date shown 

Corporate Other 2 / 

Subsequent to 
date shown 

Corporate [Other 2 / 

- Dec. 31 210 261 75 370 515 75 
- Jan. 30 270 551 45 365 856 . 45 

Feb. 27 198 292 279 481 
Mar. 31 396 550 20 476 761 20 
Apr. 30 246 25k 50 3U6 517 50 
May 29 287 247 332 761 
June 30 165 146 50 272 500 50 
July 31 238 356 305 406 
Aug. 31 198 . 385 25 517 402 25 
Sept. 30 374 270 69k 1*70 
Oct, 30 385 115 509 336 
Nov. 30 226 295 70 271 485 70 
Dec. 31 210 44 5 30 280 545 30 

Forthcoming Large Offerings, as of January 22 

Type 
Amount 

(millions 
of dollars) 

Approximate date 
of offering 

CORPORATE 
Southern California Edison Co. 
Consolidated Natural Gas Co. 
Duke Power Co. 

*Duquesne Light Co. 
Commerce Oil Refining Corp. 
STATE AND LOCAL GOVERNMENT 

^Milwaukee Co., Wise. 
New York, New York 
Washington Sub. Sanit. D i s t . , Md. 
Public Housing Authorities 

^Dallas, Texas 
--'St. Louis, Missouri 
xVentura Port D i s t . , Calif. 

OTHER 
-^-Federal National Mortpage Ansoc. 
Montreal Metropolitan Corp., Canada 
Province of New Brunswick, Canada 

1st & ref.mtg.bds. 
Deb. 

1st & r e f . mtg.bds. 
S.F. deb. 

Deb., bds. & com. 

30.0 
25.0 
50.0 
20.0 
15.0 

Jan. 27 
Feb. 9 
Feb. 17 
Feb. 25 
Indefinite 

G.O. 12.5 Feb. 2 
G.O. 22.0 Feb. 4 
G.O. 10.0 Feb. 9 
G.O. 102.8 Feb. 9 
G.O. 18.0 Feb. 15 
G.O. 12.4 Feb. 17 

Rev.-Ut. 10.0 Feb. 

Deb. 100.0 Jan. 26 
S.F. deb. 30.0 Feb. 2 
S.F. deb. 15.0 Feb. 2 
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Footnotes 

*—Included in table for f i r s t time. 
1 / Includes corporate and other issues of $15> million and over3 State 

and loca l government issues of $10 mill ion and over. 
2/ Includes foreign government and International Bank for Reconstruction 

and Development i ssues and non-guaranteed issues by Federal agencies. 
Note.—Deletions for reasons other than sale of issue: None. 
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ll .lh Exhibit I - l; 

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

Date 
Aa-rated offering y ie lds 

Actual 
(per cent) 

Amount above 
seasoned y ie lds 

(basis points) 

A-rated offering y ie lds 
Actual 

(per cent) 
Amount above 

seasoned y ie lds 
(basis points) 

1 9 # - 1958 
High 
Low 

1959 - January-
February 
March 
April 
May 
June 
July 9 

10 
15 
30 

Aug. 5 
20 

Sept. 18 
Oct. 22 

23 
28 
29 
30 

Nov. 25 
Dec. 8 

9 
10 

1960 - Jan. 7 

5.00 (9/1V57) 
2.93 (3/31/5U) 

i i 
1*.97 

*1.95 

U.93 

lt.85 ' 
it. 80 

5.15 

5.15 
5.08 
5 .30 

87 
-3 

'I 
10 
17 
37 
29 

31 

&< 

22 

1*6 
16 
1*0 

1*2 
1*2 
63 

5.50 (11/7/57) 123 
3.00 (3/17/51*) -15 

*1*.75^ 

*1*.67 

5.10 

5.10 
5.00 

5.65 

5 .25 
5.i*o 

5.1*5 

5 : 3 ^ / 

23 

18 
25 
15 
19 

19 
13 

60 

35 
50 

%• 
28 

*—Single observation, not an average. 
1/ Covers only 30-year f i r s t mortgage bonds, as reported in Moody's Bond 

Survey. Except where indicated, the actual y ie ld f igure and the amount above 
seasoned y ie lds are averages of offerings during the indicated period and of 
the differences between these new offering y ie lds and y ie lds on seasoned i ssues 
of similar quality for the same day. Average maturity for the seasoned issues 
varies from 26 to 28 years. 

2 / Provides for a 5-year period during which issue may not t-e cal led 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/ Includes one issue which provides for a 7-year period during which the 
issue may not be cal led for refunding at a lower coupon rate. 
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January 25# I960 

Part. I I - Canada 

For the second consecutive week, Treasury b i l l y ie lds eased 
further in Canada at Thursday1s tender• By contrast, there was v i r tua l ly 
no change in y ie lds on the whole range of Government bonds from the 
3 ' s of December i960 to the 3 -3A 1 s March 1998. Press reports 
indicate that several small private issues in Canada th i s month have 
had a sluggish reception. Last week, the Governor of the Bank of Canada 
warned Canadian loca l governments about the r isks they incur in borrowing 

in foreign.currencies. 

Money market conditions. 3he y i e ld on the short Treasury b i l l 
declined 16 basis points at l a s t week's auction from U.82 per cent to 
U.66 per cent and the 6-month b i l l y i e l d dropped by 7 bas is points . 
%e chartered banks have been substantial buyers of b i l l s at the l a s t 
three auctions and the public also added to i t s holdings l a s t week. 
Day-to-day money closed a t 3.50 per cent compared to 3.60 per cent l a s t 
week. 

The banks are in a much easier l iqu id i ty posit ion than they 
were a few weeks ago. Their improved cash and l iquid asset posit ions 
have contributed to the recent declines in money market rates . On 
January 20, for example, the ir cash rat io (cumulative for the month of 
January) was 8.I4. per cent and their l iquid assets rat io was -at 17.3 
per cent. (See Table.) 

A s l i gh t in teres t incentive in Canadian b i l l s compared to 
United States short b i l l s became apparent l a s t week. Canadian short 
b i l l was 0.39 per cent above the U.S. b i l l rate (a composite market 
y i e l d a t c lose of business on Thursday) and the discount on the 3-aoonths 
Canadian dol lar was only 0.2U per cent 

Bond maricet developments. The continued easing in money market 
conditions l a s t week was not in evidence in the Government bond market. 
On the contrary, bond y ie lds moved only fract ional ly and as many issues 
dr i f ted downward in price as moved upward. At midweek, spreads between 
comparable Canadian and United States Treasury bonds were ( f igures 
in parenthesis refer to the previous week): 

0.39 per cent on a 91-day b i l l (0.31) 
0.39 per cent on 8L IS 2-day b i l l (0.33) 
0.60 per cent on an 8-year bond (0.65) 
0.97 per cent on a 20-year bond (1.00) 
1 .11 per cent on a 35-year bond (1.08) 

Tiro Canadian loca l government issues are scheduled to be 
offered in New York either th i s week or early in February. They are 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



-2 5-' 

a $30 million debenture of the Montreal Metropolitan Corporation and 
a $15 million offering of the Province of New Brunswick. 

In a speech on January 18, Governor Coyne c r i t i c ized Canadian 
provinces and municipalities f o r borrowing so steadily in the New 
York market because i t " is a gamble on the exchange r a t e , not a sober 
judgment" and added " i t i s d i f f i c u l t to see how this can be considered 
sound finance." 

Stock markets. Canadian stock prices eased s l ight ly during 
the past week. At midweek, the Montreal indust r ia l average was at 
310 compared to 3lU a week e a r l i e r . 

Bri t ish Commonwealth Section 
Division of International Finance 
Board of Governors of the Federal Reserve System 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 1 6 -

Selected Government of Canada Security Yields 

Date 

3-month 
Treasury 
b i l l s ! / 

Inter-
mediate 

Govt, 
bond™/ 

long-
term 
Govt, 
bond!/ 

Spread between 
Canadian & U.S. rates 
long-term 3-moA/ 

bonce/ billsZZ 

Discounl 
on 3-mo, 
Canadiai 
dollarSZ 

1957 - High l i . 08 U . 8 1 U . 3 5 
1958 - High .. 3 . 6 5 Uo52 U.U2 

Low 0 . 8 7 3 . 3 1 3 . 7 8 
1959 - High 6 . 1 6 5 . 3 0 5 . 3 0 1 . 1 9 2 . 9 6 

Low 3 . 2 5 U.U5 . U . U i 0 .U7 0 . 3 0 

Dec. 30 5 . 1 2 5.37 5 . 3 0 0.96 0 . 7 2 0 . 9 1 
Jan. 6 5 . 1 b 5 .U6 5 . 3 7 0 . 8 8 o . 5 i 0 . 7 2 

13 U . 8 2 5 . 5 5 5.U2 1 . 0 2 0 .31 0 . 3 6 
20 U . 6 6 5 .U3 5.U1 0 . 9 7 0.39 0 .2U 

1/ Average y i e l d a t weekly tender,on Thursday. 
2/ Government of Canada 2 - 3 A per cent of June lf>, 1967-68. 
5 / Government of Canada 3-1/% per cent of 1979. 
5 / U.S. Government 3 - l A per cent of 1978-83. Government of Canada 3 - l /U per 

cent of 1979. 
5 / Spread between Canadian auction rate and composite market y i e l d for the 

U*S. b i l l on the c lose of business on Thursday. 
6/ Spread between 3-months forward and spot price of the Canadian dol lar 

expressed as per cent per annum, on Thursday. 

Money Market S t a t i s t i c s 

1959-July 29 
Aug. 26 
Sept. 30 
Oct. 28 
Nov. 25 
Dec. 30 

1960-Jan. 20 

Bank of Canada 
Advances to banks 

plus secur i t i e s held 
on resale agreement 

I# mil l ion) 

k 
20 

17 
15 

Chartered banks 
Cash 

a t i o j / 

8.1 

8.3 
8 . 3 
8.2 
8.U 

3-month Treasury b i l l s 
Auctioi 3 

5 . 5 0 
5.00 
U . 5 o 
U . 5 o 
it. 00 
U . o o 
3 . 5 0 

1/ Statu to l y b a s i s . Average of month to date. 
Z/ Closing rate for date shown. 
5 / Thursday tender fol lowing Wednesday shown. 
%/ Includes sa l e s of 6-month b i l l s . 

Source1 Bank of Canada, S t a t i s t i c a l Summary. 

5.U7 
5 . 3 3 
5 . 5 0 
5.02 
U.86 
5.12 
U . 6 6 

155 
95 

135 
125 
120 
120 
135 
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