
Not f o r Pub l i ca t i on ^CONTROLLED AFTER SIX MONTHS 

R.Ik May 16, i960 

GfiJEITAL-mfim DEVELOPMENTS 
IN THE UNITED STATES AND CANADA 

( Inc lud ing Monthly Review of F i n a n c i a l 
Developments i n the United Kingdom) 

Pa r t I - United S t a t e s 

MAY 1 

• m 
so ld l a 

30 m i l l i o n 

The volume of pub l i c s e c u r i t y f i n a n c i n g 
was q u i t e small l a s t week and i s expected t o be ev sn'smai 
week. During t h e week ending May 13, 
t o t a l i n g #5)0 m i l l i o n and a l o c a l government u n i t s o l 
i s s u e . This week, l a r g e co rpo ra t e i s s u e s , inc lud ing t h e e x p i r a t i o n 
of s u b s c r i p t i o n r i g h t s , a r e expected t o t o t a l #60 m i l l i o n . No l a r g e 
($10 m i l l i o n o r over) S t a t e and l o c a l government bond i s s u e s a r e 
scheduled f o r s a l e . 

Bond y i e l d s - Changes in y i e l d s on seasoned bdnds were 
mixed aga in l a s t week. Y ie lds on lower grade co rpora t e bonds inc reased 
s l i ^ i t l y j t h o s e on S ta t e and l o c a l government bonds remained s t a b l e j 
and y i e l d s on h igh-grade corpora te and U. S. Government o b l i g a t i o n s 
dec l i ned . 

Two new f i r s t mortgage e l e c t r i c u t i l i t y bond i s s u e s were 
sold l a s t week. An Aa- ra t ed i s sue was o f f e r e d t o i n v e s t o r s t o y i e l d 
li.88 p e r cent—7 b a s i s p o i n t s below t h a t f o r a comparable o f f e r i n g 
made i n l a t e A p r i l . The y i e l d on the A-ra ted o f f e r i n g was 5.10 p e r 
cent—20 b a s i s p o i n t s lower than t he y i e l d on a s i m i l a r i s s u e o f f e r e d 
on A p r i l 21. 

Housing s t a r t s - P r i v a t e nonfa ra housing s t a r t s rose about 
seasona l ly i n A p r i l , and t h e seasona l ly a d j u s t e d annual r a t e changed 
l i t t l e a t 1 ,135,000 u n i t s . This was o n e - f i f t h below t h e peak reached 
a yea r e a r l i e r . 

Stock market c r e d i t - T o t a l customer c r e d i t i n t h e s tock 
maiket) excluding borrowing on U. S. Government s e c u r i t i e s , dec l ined 
f u r t h e r , a l though ve iy s l i g h t l y , i n A p r i l . Stock market c r e d i t has 
dec l ined each month s i n c e November and t o t a l e d Sh.2 b i l l i o n a t t h e 
end of A p r i l , 7 p e r cent lower than a t t he end of 1959. The A p r i l 
dec l ine of #5 m i l l i o n was a r e s u l t of t he decline--$11* m i l l i o n — i n 
bank loans t o o ther t han broker and dea l e r s more than o f f s e t t i n g 
t h e increase—$9 m i l l i o n — i n ne t d e b i t ba l ances . 

Borrowing by member f i r m s of the New York Stock Lxchnnge 
mainta in ing margin accounts , excluding borrowing on U. S. Government 
s e c u r i t i e s , i nc rea sed Ijffh m i l l i o n , t h e f i r s t i n c r e a s e t h i s y e a r , t o 
t o t a l $2 .2 b i l l i o n a t t h e end of A p r i l . Customers1 n e t f r e e c r e d i t 
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• . ? 
balances declined l a s t month. These and other data, on stock market 1 
c red i t fo r Apri l and March are -shown in the following t ab le . 

End of month 
Apri l March Change 

Customer c red i t 
Excluding U. S. Government secur i t i es - t o t a l 

Net debit balances 
Bank loans to "others" 

Net debi t balances secured by U. S. Govt, secur i t i es 
Bank loans to "others" for,purchasing or carrying U. S. 

Government secur i t ies 

Broker and dealer credi t 
M o n e y borrowed except on U. S. Government secur i t ies 

On customer c o l l a t e r a l 
Money borrowed on U. S. Government s ecu r i t i e s 
Customers' net f r e e credi t balances 

(Millions of dol lars) 

It,153 
3,037 
1,116 

113 

135 

2,153 
1,881 

199 
9h0 

It,158 
3,028 
1,130 
117 

136 

2,0# 
1,821 
161 

-5 

-1U 
-k 

-1 

+9k 
+60 
+38 
-ii8 

Stock pr ices - Stock pr ices and trading ac t iv i ty increased 
l a s t week. Standard and Poor 's index of 500 common stocks closed a t 
55.30 on May 13, one per cent h igier than a week e a r l i e r . The volume 
of trading averaged 3 .1 mill ion shares a day. 

More detai led information concerning recent capi ta l market 
developments i s presented in the at tached exhib i t s . 

Developments in the Canadian and United Kingdom cap i t a l 
markets are presented in Part I I a t the end of t h i s repor t . 

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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- 5 -

.11* Exhib i t B - Tables f o r Exhib i t A 

High-grade Bond Yields 

Spread between ™* 
U. S. Govt, and 

S t a t e and 
l o c a l Aaa 

Date Coiporate 
Aaa 1 / 

U. S. Govt, 
long- term 2/ 

S t a t e and 
l o c a l govt . 
Aaa y Corporate 

1951* - Low 
1957 - High 
1958 - Low 
1959 - High 

Low 
1960 - High 

Low 

Apr. 15 
Apr. 22 
Apr. 29 
May 6 
May 13 g / 

2.85 ( V 2 3 ) 
l*.ll* (9/27) 
3 .55 (5 /2) 
l*.6l (12/31) 
U.09 (1 /9 ) 
l*.6l (1 /29) 
l t . a ( V 8 ) 

1*.1*5 
h.hS 
1*.1*6 
4.1*6 
1*.1*S 

(Per cent) 

2.145 ( 8 / 6 ) 
3.76 (10/18) 
3.07 ( V 2 5 ) 
14.37 (12/31) 
3 .83 (1 /2 ) 
1*.1*2 (1 /8 ) 
1*.00 (3 /25) 

1*.18 
1*.21 
1*.20 

ts 

1.90 ( 9 / 2 ) 

3 . 6 5 (9/21*) 
3.06 (3/26) 
3 .53 ( 1 / 7 ) 
3 .28 ( l i /7) 

3.29 

l'.% 
3.32 
3.32 

.30 .30 

.60 .1*7 

.22 .31* 

.50 .92 

.16 .53 

.1*6 .92 

.19 .68 

.27 .89 

.21* .92 

.26 .86 

.29 .85 

.32 . 8 1 

Lower-grade Bond Yie lds 

Date Corporate S t a t e and 
l o c a l gov t . 

Baa 2 / 

Spread between 
Aaa and Baa Date Baa 1/ 

S t a t e and 
l o c a l gov t . 

Baa 2 / . Corporate S t a t e and 
l o c a l govt . 

(Per cen t ) 

1951* - Low 
1957 - High 
1 9 5 8 - Low 
1959 - High 

Low 
1960 - High 

Low 

3.1*1* ( 1 2 / 3 1 ) 
5 . 1 0 ( 1 1 / 2 9 ) 
U . 5 1 ( 7 / 1 1 ) 

ts m 1 

2 . 9 3 ( 8 / 5 ) 
U . 5 1 ( 8 / 2 9 ) 

£81$ 
3.92 (3/26) 
1*.1*6 ( 1 / 7 ) 
1*.22 ( V 7 ) 

. 5 2 
1 . 2 7 

. 7 7 

! 5 6 
. 8 3 
• 7 1 

. 9 6 
1 . 2 1 

. 9 3 

. 9 8 ' 

. 7 9 
. 9 7 
. 9 3 . 

Apr. 1 5 
Apr. 2 2 
Apr. 29 
May 6 
May 1 3 fiZ 

5 . 1 8 
5 ; 2 1 

1:8 
5 . 2 8 

U.2U 
1*. 2 3 
It. 28 
U . 2 8 
1*.28 

*76 

:78i 
. 8 3 

i 
.96 

£( Pr*ll*lMLTjf. 
y Weekly average of daily figures. Average term of bends tneluded Is 28-26 years. 
2/ Weekly average of dully figures. The series Includes bonds due op callable in 10 years oi 
3/ Thursday figures. Only general obligation bonds are included; average term i s 20 years. 
Note.—Highs and lows are for individual series and mey be en different dates for different i 
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S T O C K M A R K E T 

T I T 

1 T ~ L 1 

1 

Ia/̂ — 1 1 ; 1 -AA , 

1957 1958 1959 I960 

PRIVATE P E R M A N E N T N O N F A R M DWELLING UNITS STARTED 

Monthly 

{ - / . 

A a 
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Exhib i t D - Tables f o r ExtiibiL C 

Stock Market 

-7-

Date Stock p r i c e 
index 1 / 

Common 
stock 

y i e l d s 2 / 
( pe r cen t ) 

Trading 
volume 2 / 

( m i l l i o n s 
of shares) 

Stock market customer c r e d i t 

Tota l 
Customers11 Bank 
d e b i t b a l - l loans t o 
ancea 4 / I "others11 

si 
(Mi l l ions of d o l l a r s ) 

1957-59 - High 
Low 

I960 - High 
Low 

March 
A p r i l 
Apr. 29 
May 6 
May 13 g / 

m , 

fh\fk (3 /11) 

55.02 
55.73 
54.37 
54.75 
55.30 

3.07 
4.66 
3.18 
3 .51 

3.1*5 
3 .ia 
3.1t9 
3 .46 
3.42 

J:2 

2.9 
2.9 
3 .0 
2.8 
3 . 1 

a 
4,365 
3,153 

4,158 
4,153 
n . a . 
n . a . 
n . a . 

3 ,401 
2,482 
3,198 
3,028 

3,028 
3,037 
n . a . 
n . a . 
n . a . 

1 ,373 
1,060 
1,167 
1,130 

1,130 
1,116 
1,116 
1,116 
n . a . 

n.a.—-Not ava i lab le . g / Preliminary, 
1 / Standard and Poor' a composite Index of 500 oomnon stocks, weekly closing pr ices , 1941-43*10. Monthly data 

are. averages of dal ly f igures rather than of Fridays1 only. Highs and lows are for Fridays' data only. 
2/ Standard and Poor's composite stock y ie ld based on Wednesday data converted to weekly closing prices by 

Ndera l Reserve, Yields shown are for dates on which price Index reached i t s high or low, 
31 Averages of dally t rading volume on the New York Stock Excliange. 
4 / End of month f igures fo r member firms of the New York Stock Exchange which carry margin accounts| excludes 

balances secured by U. S. Government obl igat ions. 
5 / Wednesday f igures for weekly reporting member banks. Be eludes loans for purchasing or carrying U, S, 

Government s e c u r i t i e s . Prior to July 1, 1959, such loans are excluded only a t banks in New York and Chicago, 
bleakly reporting banks account for about 70 par cent of loans to others . For fur ther de ta i l sea Bullet in . 

P r i v a t e Permanent Nonfanu Dwelling Units S t a r t ed 1 / 

Tota l • Unadjusted 
Date Seasonal ly Date 

a d j u s t e d Unadjusted Ftik VA Conv. 
annual r a t e 

(Thousands of u n i t s ) 

1959 - Apr. 1,434 137 34 11 93 
May 1,370 134 34 10 89 
June 1,368 131 35 11 85 
July 1 ,375 127 31 11 8? Aug. 1,340 125 31 10 84 
Sept . 1 ,323 117 30 10 77 
Oct. 1,180 102 27 9 66 
Nov. 1,210 91 20 8 63 
Dec. 1,330 83 . 20 6 51 

I960 - Jan . 1 ,216 75 16 4 55 
Feb. 1 ,115 74 18 5 52 
Mar. 1 ,125 95 . 22 . 5 68 
Apr. E A , 1 3 5 B/109 25 7 76 

1 / to ta l starts are Census estimates. Prior to Jun, 1959, data are from Bureau of Labor S ta t i s t i c s , 
re ll l i A dwelling unit I s started when excavation begins) a l l units In an apartment structure are considered 

started a t that time. FHA and VA starts are units started under commitments by these agencies to Insure 
or guarantee the mortgages. As reported by FHA and VA, a unit i s started when a f i e l d of f loe receives 
the f i r s t ooeipllanoe Inspection report, which I s made before footings are poured In some cases but normally 
af ter the foundations have been completed. Capehart military housing units are excluded. Conventional 
starts are derived as a residual, although tota l and FHA and VA starts are not s t r i c t ly comparable i n 
concept or timing; they Include both units financed by conventional mortgages and units without mortgages. Digitized for FRASER 
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Exhib i t E 

Long-term Corporate and S t a t e and Local Government 
S e c u r i t y Of fe r ings and Placements 

( I n m i l l i o n s of d o l l a r s ) 

New c a p i t a l 
Corporate 1 / S t a t e and l o c a l 2 / 

I960 1 1959 1 1958 I960 1 1959 1 1958 

January 
February 
March 

E/ 596 
^ 7 3 9 
E/775 

8140 
71*5 
631 

728 
857 . / 

1 , 5 5 3 ^ 

73k # 8 
858 
61*6 

812 
953 
511 

A p r i l 
May 
June 

e /725 
e/700 

899 
791 
87k 

1,11*0 
597 
887 

e /725 
e/650 Si 

1,006 

798 
895 
551 

July 
August 
September 

531 
718 
709 

1,107 
51*0 

1 ,111 

567 
511*' 
1*68. 

806 
1*03 
651 

October 
November 
December 

887 
8 # 
936 

862 
518 
920 

593 
513 
1*55 

1*56 
1*74 
1*35 

1st q u a r t e r 
2nd q u a r t e r 
3rd q u a r t e r 
l*th q u a r t e r 

2,216 
2,561* 
1,958 
2 , 6 8 8 ^ 

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

6/1,81*6 2,11*2 
2,531 
1,51*9 
1,562 

2,276 
2,21*1* 
1,860 
1,365 

1st h a l f 
Three q u a r t e r s 
Year 

4,780 
6,738 
9,127 

5,762 
8,522 

10,823 

1*,673 
6,223 
7,78.1* 

1*,520 
6,380 
7,71*6 

Excluding f i n a n c e companies kj 

1st q u a r t e r 
2nd q u a r t e r 
3rd q u a r t e r 
lith qua r t e r 

e / l , 7 6 o 2,011 
2,1*09 
1,695 
2,519 

2,899 
2,586 
2,731 
2,213 

Year ti, 665 10,1*29 

1 / S e c u r i t i e s and Exchange Commission e s t ima tes of ne t proceeds . 
2 / Investment Bankers Assoc ia t ion of America e s t ima te s of p r i n c i p a l amounts. 
3 / Includes $718.3 m i l l i o n AT&T conve r t i b l e debenture i s s u e . 
k / Tota l new c a p i t a l i s s u e s excluding o f f e r i n g s of s a l e s and consumer f i nance 

companies. 
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H.14 Extiibit F - 9 -

Other Security Offer ings 1 / 

( In mi l l ions of do l l a r s ) 

Long - t e in 
Foreign government 2/ Federal agency < V 

I960 1959 • 1 1958 I960 | 1959 1 1958 

January- 77 196 . 182 199 1,163 
February 147 59 53 150 251 
March 

147 
2 — 

150 
175 — 

Apri l 56 139 523 
May 50 198 
June 42 120 — — 

July- 85 9 164 
August 1 5 98 
September 36 17 150 — 

October 33 58 220 
November 42 123 
December 70 74 86 — 

Year 558 992 707 2,321 

Short-term 
Sta te and loca l government 4/ Federal agency 3/ 

January 268 ' 190 233 479 # 9 371 
February 345 • 428" 46o 463 500 208 
March E/363 .295 273 

463 
489 144 

Apr i l 563 357 486 209 
May 411 354 675 161 
June 245 264 289 329 

July 246 289 727 437 
August 467 423 365 206 
September 399 369 665 330 

October 235 231 733 454 
November 343 415 471 114 
December 358 243 288 137 

Year 4,179 3,910 6,047 3,098 

e/ Preliminary. 
1/ Data presented i n t h i s exhibit d i f f e r from those i n Exhibit E in t h a t refunding i s sues , a s well as new 

capi ta l i s sues , a re included. Long-term secu r i t i e s are defined as those maturing in more than one year . 
2 / Includes secur i t i e s offered in [the United Sta tes by foreign governments and t h e i r subdivisions end try 

in te rna t iona l organizat ions. Sourcei Secur i t ies and Exchange Commission. 
3 / Issues not guaranteed by the U. S. Goverimer.t. Source: long-term, Secur i t ies and Exchange Commission; . 

short-term, Federal Reserve. 
4 / Pr inc ipa l ly tax and bond an t i c ipa t ion notes , warrants or c e r t i f i c a t e s and Public Housing Authority 

notes . I n some instances PHA notes included may have a somewhat longer t e rn than one year . Sourcet Bond Buyer. 
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-10- Exhibit 0 

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

Proceeds of Large Issues Offered 

(Mill ions of do l la r s ) 

Month Corporate State and 
l oca l government Other 2 / 

1959 - Apri l 359 563 20 
May 3h2 258 50 

28ii 635 60 
July 110 19U 50 
August 363 263 98 
September 199 2lh 175 
October LOO 29k 20 
November h21 163 
Decanber 230 217 70 

i960 - January 279 388 100 
February 262 283 320 
March 381 225 191 
A p r i l ' 309 370 71 

Large Individual Issues Offered May 1 through 13 

Issuer Type 2 / 

Amount 
(mil l ions 

of 
do l la rs ) 

Maturity 
Coupon 
r a t e or 

net i n t e r -
es t cost 

Offer ing 
y ie ld Rating 

CORPORATE 
Columbia Gas Sys . , Inc . Com. s t k . 26.0 
Wisconsin Telephone Co. Deb. 20.0 1995 l|-7/8 L 8 0 Aaa 
Gen. Amer. Transp. Corp. E.T. 30.0 1980 4-7/8 L8I1 A 
STATE AND LOCAL GOVERNMENT 
Sta te of Minnesota G.O. 18.8 1961-79 3.1*5 2.50-3.50 Aa 
Pub. Housing Author i t i es G.O. 133.it 1961-2000/75 3.83 2.10-3.90 
Jacksonvi l le , Florida Rev.-Ut. 30.0 1962-80/71 3.18 2.70-3.50 Aa 

OTHER 

None 
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H.lli G-2 

Footnotes 

1 / Includes corporate and other security of fe r ings of $1$ mill ion and over; 
State and local government securi ty of fer ings of $10 mill ion and over. 

2/ Includes foreign government and In ternat ional Bank f o r Reconstruction and 
Development issues and non-guaranteed issues by Federal agencies. 

3/ In the case of State and loca l government s e c u r i t i e s , G. 0. denotes general 
obl igat ions; Rev.-Ut., revenue obligations secured only by income from public 
u t i l i t i e s ; Rev.-Q.Ut., revenue bonds secured only by revenue from q u a s i - u t i l i t i e s ; 
Rev.-S.T,, revenue bonds secured by revenue 1 rom spec i f ic taxes only; Rev.-Rent., 
revenue bonds secured solely by lease* payments. 
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Exhib i t H 

Forthcoming Large Long-term Publ ic Secur i ty Of fe r ings f o r New Cap i t a l 
( O t t e r than U. S. Treasuiy) 1 / 

Expected Proceeds from Forthcoming Large i s s u e s 

Date of 
computation 

During moi t h fo l lowing 
da te shown 

Corporate S t a t e and 
l o c a l govt . Other 2 / 

Subsequent t o 
da te shown 

. I ° t h e r 2 / Co.pore te H i m 

1959 - Apr. 30 
May 29 
June 30 
July 31 
Aug. 31 
Sept . 30 
Oct. 30 
Nov. 30 
Dec. 31 

1960 - Jan . 29 
Feb. 29 
Mar. 31 
Apr. 29 

2ii6 
287 
165 
238 
198 
37k 
385 
226 
210 
207 
301 
299 
202 

251l 
21*7 
II46 
356 
385 
270 
115 
295 
Wi5 
210 
255 

% 

50 

50 

25 

70 
30 
hS 
35 

316 
332 
272 
305 
517 
69k 
509 
271 
280 
252 
372 
3Wi 
357 

517 
761 
500 
I4O6 
li02 
170 
336 
185 
515 
310 
385 
280 
258 

50 

50 

25 

70 

§ 
35 

Forthcoming Large O f f e r i n g s , a s of May 13 

I s s u e r Type 
Amount 

( m i l l i o n s 
(of d o l l a r s ) 

Approximate da t e 
of o f f e r i n g 

CORPORATE 

Wisconsin E l e c t r i c Power Co. Com. s t k . 18 .1 May 17 
( r i g h t s expi re) 

Milwaukee Gas Ligh t Co. 1 s t mtg. bds. 22.0 May 18 
Uris Building Corp. S .F. deb. 20.0 May 20 
Midwestern Gas Transmission Co. 1 s t mtg. bds. 60.0 May 2k 
Texas Eas te rn Transmission Corp. Deb. 25.0 May 26 

^Flor ida Light & Power Co. Com. s t k . 20.0 June 1 
Michigan Wisconsin Pipe Line Co. 1 s t mtg. p . 1 . bds . 30.0 June 2 
Southern E l e c t r i c Generating Co. 1 s t mtg. bds . 10. 0 June 3 
Nat iona l Cash Reg i s t e r Co. S .F . deb. I4O.O June 3 

^Northwestern B e l l Te l . Co. Deb. 1*5.0 June 7 
^Consolidated Edison Co. of N. Y. 1 s t r e f . mtg. bds . 50.0 June 15 
Montgomery Ward Credi t Corp. Deb. 50 .0 June 28 
Commerce Oi l Ref in ing Corp. Deb., bds. & com. 1*5.0 I n d e f i n i t e 

STATE AND LOCAL GOVERNMENT 

D e t r o i t Sch, D i s t . , Michigan G.O. 19 .3 May 2k 
•it-State of C a l i f o r n i a G.O. 50 .0 May 2li 
Denver, Colorado Rev.-Ut. 11 .8 May 25 
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u . l h H-2 -13-

Forthcoraing Large Offer ings , as of May 13 (Cont'd) 

I s sue r Type 
Amount 

(mi l l ions 
of do l l a r s ) 

Approximate date 
of o f f e r i n g 

STATE AND LOCAL GOVERNMENT (Cont'd) 

King Co. Sch. Dis t . No. 1, Wash. G.O. 10.0 June 1 
K-State of Kentucky G.O. 30.0 June 7 
Memphis, Tennessee G.O. 15.0 June 7 
Los Angeles Dept. of 'Wtr . & Pwr., 

Cal i fornia Rev.-Ut. 15.0 June 8 
Sta te of Michigan Rev.-Ut. 25.0 June ll i 

OTHER 

Montreal, Canada S.F. deb. 28.0 May 26 

*—Included in t a b l e f o r f i r s t t ime. 
1 / Includes corporate and other i s sues of $15 mi l l ion and over; S ta te 

and l o c a l government i ssues of $10 mi l l ion and over. 
2 / Includes fore ign government and In te rna t iona l Bank f o r Reconstruction 

and Development issues and non-guaranteed issues by Federal agencies . 
Note.—Deletions f o r reasons other than sa le of i s sue : Cincinnat i Ohio's 

general obl iga t ion issue—proceeds of l e s s than $10 mi l l ion . 
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- l a - Exhibit I 

Yields on New and Outstanding 
Elec t r ic Power Bonds, Rated Aa and A 1/ 

Date 
Aa-rated offer ing y ie lds 
Actual 

(per cent) 
Amount above 

seasoned y ie lds 
(basis points) 

A-rated of fe r ing y ie lds 
Actual 

(per cent) 
Amount above 

seasoned yie lds 
(basis points) 

1952-1959 - High 
Low 

1959 - July 
Aug. 
Sept. 
Oct. 

I960 

5.30 (12/8/59) 87 
2 . 9 3 ( 3 / 3 l M ) -3 

*4.93 
4.83 

5 . 1 3 ^ 

31 
23 

36 
Nov. *5.08 42 
Dec. *5.30 63 
Jan. 7 
Feb. 25 5.08 44 

26 5.10 46 
Mar. 15 32 

16 17 
18 
29 

Apr. 6 4.85 33 
8 
14 4.94 39 
21 
27 4.95 - 39 

May 10 4.88 32 

5.65 (9/18/59) 
3.00 (3/17/54) 

5.07 

*5.65 
5.33 

5 : 3 ^ 

5.00 
4.93 

4.98 

5.30 

5.10 

123 
-15 

17 

60 
43 

51 
28 

11 
7 

21 

50 

26 

*—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 offer ings during the indicated period and of 
the d i f fe rences between these new of fe r ing yields and yields on seasoned issues 
of similar qual i ty f o r the same day. Average maturity fo r the seasoned issues 
var ies from 26 to 28 years. 

2/ Provides fo r a 5-year period during which issue may not be cal led f o r 
refunding at a lower coupon ra te . Monthly averages so marked include one or more 
issues with such a provision. Other issues have no such provision. 
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Even though the Bank of Canada was a small net s e l l e r of Treasury 
b i l l s during the week, Canadian b i l l y i e ld s decl ined below t h e U.S. r a t e s 
t o the lowest point of the yea r . Although the premium on the 3-month 
forward Canadian do l la r increased s l i g h t l y , the incent ive favor ing the 
United S ta tes 3-month b i l l improved. The Rank purchased shdr t - term bonds 
and o f f s e t t h i s with sa les of in termedia te- and long-term bonds. However, 
y i e ld s on the shor te r i s sues ro se s l i g h t l y while the over-2-year matur i ty 
y i e lds eased. General bank loans continued t o expand and stock p r i ce s 
rose somewhat. The spot r a t e on the Canadian do l l a r continued t o f a l l . 

Money market condi t ions . The Canadian 3-month and 6-month 
Treasury b i l l s decl ined during the week t o the lowest l e v e l s f o r the year 
i n s p i t e of ne t s a l e s of $3 mi l l ion and $26million by the Bank of Canada and 
the general publ ic r e spec t i ve ly , while the char tered banks increased t h e i r 
holdings by §1U mi l l ion (see Table) . The shor t Treasury b i l l y i e l d 
decl ined 15 bas i s po in t s from 2.82 per cent a week ago t o 2.6? per cent 
a t l a s t Thursday's auc t ion . The 6-month b i l l declined 10 bas i s po in t s from 
3.00 per cent t o 2.90 per c e n t . The average closing r a t e on day-to-day 
loans decreased from 3.10 per cent a week ago t o 2.75 per cent l a s t week. 

The spread i n favor of the United Sta tes 2-month b i l l over the 
Canadian b i l l increased during the week as a r e s u l t of a r i s e i n the U.S. 
r a t e . While the 3-month forward premium on the Canadian do l l a r increased 
s l i g h t l y , the incent ive favor ing the U.S. b i l l increased t o 0.57 per cent 
per annum compared with 0 .21 per cent a week ago (see Table) . 

Bond market condi t ions . During^ the week, bond y i e ld s showed 
some dec l ine i n the intermediate- and longer-term matur i t i e s with some 
r i s e i n the shor te r terms. The spread between comparable Canadian and 
United Sta tes s e c u r i t i e s (Thursday y i e ld s f o r b i l l s and Wednesday y i e l d s f o r 
bonds) was as follows ( f igu res i n parentheses r e f e r t o the previous week): 

-0 .69 per cent on a 91-day b i l l ( -0 .27) 
-0 .69 per cent on a 182-day b i l l (-0.U2) 
0 .71 per cent on an 8-year bond (0.76) 
1 .01 per cent on a 20-year bond (0.93) 
1.UU per cent on a 35-year bond ( l .U l ) 

During the week there was l i t t l e change i n the t o t a l holdings of govern-
ment bonds. The Bank of Canada increased i t s holdings of under 2-year 
ma tu r i t i e s by $6 mi l l ion and increased i t s holdings of over 2 years by an 
equal amount. 

Most of the bond a c t i v i t y during the week was in municipal i s s u e s . 
A |Ue9 mi l l ion Vancouver 6 per cent, 20-year sinking fund was o f f e red a t 
99 t o y ie ld 6.09 per c e n t . A London i ssue of $2 mi l l ion of l - t o - 2 0 year 
s e r i a l s was o f f e red t o y i e ld 5*625 per cen t . Discussions are now underway 
between dea le r s and the City of Ottawa which may soon seek p a r t or a l l of the 
$18 mil l ion new funds i t needs, through new bond i s s u e s . 
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Exchange r a t e . The spot r a t e of the Canadian do l l a r declined 
from 103.30 l a s t week t o 102.59 (U.S. cents) on May 12, the lowest l e v e l 
i n over a year (see Table) . According t o the p r e s s , dea le rs a t t r i b u t e 
the decl ine t o a reduced demand f o r d o l l a r s r e s u l t i n g from fewer Canadian 
secu r i t y i s sues on the U.S. market. According to a p r iva t e Canadian f i r m , 
while t o t a l new Canadian i s sues f l o a t e d on the U.S. market have been 
decreasing, they remain s u b s t a n t i a l l y above the l eve l s a year ago, as noted 
i n the following t ab le showing sa les of Canadian Government and corporate 
s e c u r i t i e s on the U.S. market by month i n 1959 and I960 ( i n mi l l ions of 
d o l l a r s ) : 

Jan. 1 - Feb. 1 
Feb. 1 - Mar. 7 
Mar, 7 - Apr i l U 
Apr i l h - May 2 

Total 

Chartered banks. The banks again increased general bank loans 
in the f i r s t week of May. They increased t h e i r holdings of Treasury b i l l s 
and s l i g h t l y decreased t h e i r holding of bonds. The net e f f e c t of these 
s h i f t s was t o bring up t h e i r l i q u i d a s s e t r a t i o t o 17 .1 per cen t . 

Stock market. I n d u s t r i a l stock p r i c e s on the Canadian exchanges 
showed increases over the previous week i n s p i t e of some dec l ines i n midweek 
(see Table) . 

I960 1959 

13.8 Jan. 1 - Feb. 2 75.0 
88 .1 Feb. 2 - Mar. 9 l .U 
U2.2 Mar. 9 - Apr i l 6 1 .3 
25.6 Apr i l 6 - M a y k 12.1 

-169.7 • 89.8 

Br i t i sh Commonwealth Section 
Division of In t e rna t iona l Finance 
Board of Governors of the Federal Reserve System 
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Selec ted Canadian Money Market and Rela ted Data 

3-mc >. T r e a s . b i l l s Canadian d o l l a r 
Net i n c e n -

t i v e t o 

Date 
Canada 

U . S . ? / 
Spread 

over U.S. 
y 

s P o t 

3-mo. 
forward 

d i s c o u n t ( - 1 
premium(+)jy 

holdLCg^. 

1959 - High 
Low 

1960 - High 
* Low 

6 . 1 6 
3 . 2 5 
5 .1U 
2 . 6 7 

U.U9 
2 . 8 0 
U.63 
2 . 8 6 

2 . 9 6 
0 . 3 0 
0 . 9 0 

- 0 . 2 7 

1 0 5 . 5 1 
1 0 2 . 5 8 
1 0 5 . 2 7 
1 0 2 . 5 9 

-
0 . 1 2 

- 0 . 7 2 
o'hQ 

- 0 . 2 U 

A p r i l 21 
28 

May 5 
12 

3 . 5 0 
3 . 2 6 
2 . 8 2 
2 . 6 7 

3 . 3 5 
3 . 1 6 
3 . 0 9 
3 . 3 6 

0 . 1 5 
0 . 1 0 

- 0 . 2 7 
- 0 . 6 9 

1 0 3 . 6 7 
1 0 3 . 7 2 
1 0 3 . 3 0 
1 0 2 . 5 9 

1 0 3 . 7 0 
1 0 3 . 7 2 

. 1 0 3 . 3 1 
1 0 2 . 6 3 

0 . 1 2 
0 
0 . 0 6 
0 . 1 2 

0 . 2 7 
0 . 1 0 

- 0 . 2 1 
- 0 . 5 7 

1/ Average y i e l d a t weekly tender on Thursday. ~ 
£ / Composite market y i e l d f o r t h e U.S. Treasury b i l l on Thursday c lo se of b u s i n e s s . 
3 / Spread between spot r a t e and 3-month forward Canadian d o l l a r on Thursday 

c l o s i n g , expressed a s pe r cen t pe r annum. 
h / Column 3> spread over U.S. Treasury b i l l , p l u s column 6 , 3-«onth forward 

d i scoun t or premium. ' 
j\f In U.S. c e n t s . 

Se lec ted Government of Canada S e c u r i t y Yie lds 

In te rmedia te Long-term bonds 
6-mo. Treas . b i l l s bonds (8 y r . ) (20 y e a r ) (35 y e a r ) 

Canada 
Spread 

u T i / 
Canada 

Spread 

a 
C a ^ d a 

Spread 
o v e r . 

u . s j y 
Canada 

Spread 

u T i / 

1959 - High 
Low 

1960 - High 
Low 

6 .2U 
5 . 1 1 
5 . 3 3 
2 . 9 0 

0 ? 8 5 
- 0 . 6 9 

5 . 3 7 
U . 5 0 
5 . 5 5 
U . 8 5 

1 . 1 1 
0.53 

5 . 3 0 
u.uu 
5.U2 
5 . 1 3 

1 . 2 2 
0 . 9 1 

5 . 0 5 
U . 7 3 
5 . 2 8 
5 . 1 1 

1.61 
0.98 

A p r i l 21 
28 

May 5 
12 

3 . 7 1 
3 .U3 
3 . 0 0 
2 . 9 0 

- 0 . 0 5 
- 0 . 1 3 
- 0 . U 2 
- 0 . 6 9 

5 .1U 
5 . 0 5 
5 .0U 
U . 8 5 

0 . 8 0 
0 . 7 0 
0 . 7 6 
0 . 7 1 

5 .2U 
5 . 2 2 

1 : 8 

0 . 9 8 
O.96 
0 . 9 3 
1 . 0 1 

5 . 2 5 
5 . 2 U 
5 .2U 
5.20 

1 .U0 
1.U0 
1 . U 1 
i . U U 

1/ Average y i e l d a t weekly t ender on Thursday. 
Spread between Canadian auc t ion r a t e and composite market y i e l d of U.S. 

b i l l on c lose of bus ines s Thursday. 
3 / Government of Canada 2 - 3 A p e r c e n t of June 1967-68. 
%f Spread over U.S. Government 2 -1 /2 p e r cen t of 1963-68. 
%J Government of Canada 3 - l A p e r cen t of October 1879. 
%J Spread over U.S. Government 3 - l A p e r cen t of 1978-83. 
7 / Government of Canada 3 - 3 A pe r c e n t of September 1996 - March 1998. 
"of Spread over U.S. Government of 1995. 
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Canada: Cahnges i n Dis t r ibut ion of Holdings of Canadian 
Government Direct and Guaranteed Secur i t ies 

(millions of d o l l a r s , par value) 

Bank of Canada Chartered banks General public 
Treas. Government Treas. Savings Treas. 
b i l l s Bonds Total b i l l s Bonds bonds b i l l s Bonds 

March 10 + 3 1 - 7 - 3 - 3 3 - 1 0 - 6 - 7 + 3U 
17: + 1 1 - 1 0 - 1 8 - 1 - 3 - 3 0 + 2 6 
2 3 * U3 - 9 - 17 + 9 0 - 7 - 32 + 1 0 
3 0 * 2 5 - 3k - 1 0 + 2 + 1 6 - 8 - 12 + 19 

April 6 + 28 - 3 0 - 3 - 1 0 + 9 - 6 - 19 + 38 
1 3 + 37 0 - 1 1 - 3 3 + 3 - 7 + 1 h - 1 0 
2 0 + 1U 0 + 3 - k + 2 - 5 - 1 1 - 5 
27 - 1 0 + 7 + 2 + 7 - 18 - 8 • 3 * 7 

May U + 9 + l i t + 1 + 17 - 7 - 7 - 2 6 - 8 
1 1 - 3 0 + 2 + lU - 2 - 8 - 2 6 0 

Sources Bank of Canada, Weekly Financial S t a t i s t i c s# 

Sales of New Government. Municipal and Corporation Bonds 
(millions of do l la rs ) 

I960 1 9 # 
Amount Amount 

Total sold i n Total sold i n 
to May 2 U.S. to May U ' U.S. 

Government (d i rec t ) 2 7 8 9 . 0 __ 2 U 7 0 . 0 
Government (guaranteed) 
Provincial (d i rec t ) 1 1 8 . 5 2 5 . 0 1 1 . Q 7 5 . 0 
Provincial (guaranteed) 1 0 1 . 8 2 2 . 0 7 2 . 2 6 . 2 
Municipal 1 7 6 . 3 8 2 . 7 1 2 9 . 8 U . 6 
Corporation 2 6 1 . 2 U o . o 1 0 3 . 9 U . o 

31046.8 1 6 9 . 7 2 8 8 6 . 9 8 9 . 8 
Less short-term 2 1 6 0 . 0 ~ 2 2 7 0 . 0 

1 2 8 6 . 8 6 1 6 . 9 

Source: Weekly Bond Sales Summary, A. E. Ames & Co., Ltd, 

Prices of Indus t r i a l Stocks on the Canadian & U.S. Exchanges 

May 5 

9 
10 
11 
12 

Toronto 

187.81 
U 8 9 . 6 3 
U 9 0 . 1 3 
1 :88 .73 
U 8 8 . 9 k 
U 9 0 . 0 0 

Montreal 

2 7 9 . U 
280.1 
2 8 0 . 2 
2 7 8 . 6 
2 7 9 . 1 
280.0 

New York 
Standard & Poor 

5 8 . U 3 
5 8 . 2 9 
S 9 . 3 U 
5 7 . 9 3 
5 8 . 1 1 
5 8 . 1 , 3 
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Appendix 1 

UNITED KINGDOM: MONEY AND CAPITAL MARKETS DURING APRIL 

Financia l markets i n London were d is turbed through most of Apr i l 
as evidence accumulated from day t o day t ha t demand pressures wi thin t h e 
B r i t i s h econozqy were growing and t h a t add i t i ona l c r e d i t r e s t r a i n t s would 
have t o be introducede New r e s t r i c t i v e measures, announced on Apr i l 28, 
provided f o r a c a l l of Special Deposits from t h e commercial banks (see 
d e t a i l s below) and the re in t roduc t ion of con t ro l s over ins ta l lment c r e d i t 
terms. From Apri l 8 , p r i ce s of e q u i t i e s decl ined r ap id ly t o a I960 low i n 
e a r l y May* Gilt-edge* p r i c e s tended t o d r i f t upward i n e a r l y May a f t e r the 
new r e s t r a i n t s were announced. The big uncer ta in ty dominating the immediate 
f i n a n c i a l outlook i n Br i t a in i s whether the present measures w i l l e f f e c t i v e l y 
r e s t r i c t the growth i n c r e d i t and slow down the acce le ra t ing pace of 
business expansion. 

Money market cond i t ions . The 91-day Treasury b i l l r a t e i n London 
rose only s l i g h t l y during the month of Apri l from U.62 per cent on Apr i l 1 
t o .6? per cent a t t he May 6 tdnder (see Table ) . 

Throughout the month, a wide gap p e r s i s t e d between the B r i t i s h 
and United S ta t e s b i l l y ie lds» The advantage i n favor of the London b i l l 
was l . ? 8 per cent on Apr i l 1 and, a f t e r narrowing i n mid-April , was 1 . 6 l 
per cent a t the end of the month (see Table ) . The discount on 3-month 
s t e r l i n g moved within narrow l imi t s5 as a consequence, the ne t incent ive t o 
hold the U0K0 b i l l on a covered b a s i s narrowed appreciably during the 
middle of Apr i l but widened again on.May 6 (see Table) . 

Gil t-edged marketo Gilt-edged y i e ld s f l u c t u a t e d wi th in narrow 
l i m i t s during A p r i l . Bond p r i ce s staged a moderate recovery during the 
f i r s t week in May, e s p e c i a l l y i n the longer end of the market. The changes 
i n y i e ld s on se lec ted ma tu r i t i e s between Apr i l 1 and May 6 were ( the 

, f i g u r e s i n paren thes i s r e f e r to March changes)$ 

0,0$ per cent on a 91-day b i l l (0.06) 
-0 .03 per cent on a 6-year bond (0.26) 
0 .03 per cent on a 15-year bond (0.12) 

-0.0U per cent on an undated bond (0.05>). 

Buying i n t e r e s t increased as stock p r i ce s showed a continuing dec l ine 
a f t e r mid-Apri l , p a r t i c u l a r l y a f t e r the c r e d i t r e s t r a i n t s were announced. 

Special Deposi ts . On Apr i l 28, the London c lea r ing banks wgre 
asked t o p lace a sum equal t o one per cent of t o t a l depos i t i n Spec ia l 
Deposits a t the bank of England on June 1^.1/ This sum i s i n add i t ion t o 

1/ The Special Deposits scheme i s described i n d e t a i l i n "The New 
Monetary Weapon," The Banker (London), August 1958!, pp . 1*93-506. 
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the 8 per cent minimum which the banks keep as cash or deposi ts a t the 
Bank- and .to t h e i r customary l i q u i d - a s s e t r a t i o of around 30 per c e n t . 

The Special Deposits scheme was introduced because e a r l i e r 
r e s t r i c t i v e e f f o r t s of the a u t h o r i t i e s had f a i l e d t o de te r the c lear ing 
banks from s e l l i n g bonds and expanding loans . In the l a s t t h ree months 
(mid-January to mid-Apri l ) , they sold £258 mi l l ion of bonds and increased 
t h e i r loans by £265 m i l l i o n . Between mid-March and mid-April , the banks 
sold £6l mi l l ion of bonds and increased t h e i r loans by £98 m i l l i o n . On 
Apr i l 28, j u s t one day a f t e r the c lear ing banks' statement f o r Apr i l had 
been made p u b l i c , the a u t h o r i t i e s issued t h e i r f i r s t c a l l t o Special 
Depos i t s . 

There i s unce r t a in ty about the e f f e c t s of the experimental 
Special Deposi ts , in p a r t i c u l a r whether the banks might not r e a c t by s e l l i n g 
more bonds. When asked t h i s quest ion i n Parl iament , the Chancellor s t a t ed 
t h a t he considered the banks "would be inf luenced towards moderating 
t h e i r advances r a t h e r than s e l l i n g g i l t -edged .* . At the moment, the c l ea r ing 
banks as a group have only enough l i q u i d a s se t s t o meet t h e i r June 15 c a l l . 
They cannot lend more without s e l l i n g bonds; they can s e l l bonds only a t 
the r i s k t h a t the Bank of England w i l l c a l l up t h e i r r e c e i p t s i n t o Special 
Deposi ts . Since the Deposits earn only a t t h e Treasury b i l l r a t e , i t 
would seem t o be in t h e i r i n t e r e s t not t o s e l l more bonds0 

Ins ta l lmeat c r e d i t r e s t r i c t i o n s . The i n s t a l lmen t - c r ed i t 
regu la t ions provide f o r a 20 p e r cent downpayment and a 2-year repayment 
per iod f o r a wide range of consumer goods ( including c a r s , r a d i o s , t e l e -
v i s ion s e t s and ki tchen e l e c t r i c a l equipment). Capi ta l goods a re excluded 
from the r egu la t i ons . Since the f a l l of 1958, when hire-purchase r e -
s t r i c t i o n s were l a s t removed, the t o t a l volume of ins ta l lment c r e d i t has 
grown from around £U75 mi l l ion t o near ly £900 m i l l i o n . 

Mortgage l oans . Early i n May, one of the l a rge r bui lding 
s o c i e t i e s informed borrowers t h a t the r a t e s on outstanding mortgages would 
r i s e from 5-1/2 t o 6 per cent on August 1 . At a general meeting of the 
Building Soc ie t i es Associat ion on May 18, i t i s expected t h a t the Association 
w i l l recommend a general r i s e i n r a t e s . 

Stock p r i c e s . Stock p r i ce s rose to a peak of 327 on Apr i l 8 
but broke sharply t h e r e a f t e r ; by May 6 , the index of stock p r i c e s stood 
a t 297, a low f o r i960 (see Table) e 

The rap id dec l ine in s tock p r i ce s brought about a sharp increase 
i n y i e ld s on s tocks . The dividend-pr ice r a t i o increased from It.01 per 
cent on Apr i l 1 t o U.53 per cent on May 6 . As a r e s u l t , the wide gap 
between Consols and stock y i e ld s decl ined from the record spread of 1.36 
per cent i n favor of bonds on Apr i l 8 t o only 0.76 p e r cent on May 6 (see 
Table) . 

B r i t i s h Commonwealth Section 
Divis ion of In t e rna t iona l Finance 
Board of Governors of the Federal Reserve System 
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United Kingdoms Treasury B i l l Yields and Exchange Rates 
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Date 

3-mo. 

U . K J / 

Treasury b i l l 
. D i f f e r -

U ,S «£/ ence 

Discount 
on 3-mo. 

s t e r l i n g ^ / 

Net 
i ncen t ive 

t o ho ld . 
U.K. b i l l s / 

Excha 
Spot 

s t e r ^ y i g 

nge r a t e 
Discount 
on 3-mo. 

s ter l ing®/ 

1959 - High 3 . 6 U.7 - 1 . 1 „„ 
Low 3 . 0 2 . 6 o . U 

I960 - High L . 6 2 2 . 6 8 1 .9U (P).6U 1 . 3 0 # 2 8 1 . 1 7 . 6 5 
Low 3 . 7 5 U .59 - 0 . 8 U . 9 2 —' - . 2 3 2 7 9 . 8 3 (P).U7 

Apr i l 1 U.62 2 .8U 1 . 7 8 . 7 3 1 . 0 5 2 8 0 . 7 9 . 5 1 
8 U .65 3 . 3 0 1 . 3 5 . 9 2 •U3 2 8 1 . 1 3 . 6 5 
15 U . 6 6 3 . 5 2 l . l U . 7 8 . 3 6 2 8 1 . 0 0 . 5 5 
22 U . 6 5 3 . 3 7 1 . 2 8 . 8 7 . U l 2 8 1 . 0 2 . 6 1 
29 U . 6 5 3 .0U 1 . 6 1 . 8 7 .7U 2 8 0 . 9 1 . 6 1 

May 6 U.67 3 .0U 1 . 6 1 . 8 0 . 8 1 2 8 0 . 8 k . 5 6 

1 / Average y i e l d a t F r iday weekly t e n d e r , 
y Closing market y i e l d f o r Fr iday i n New York. 
3 / Spread between spot and forward r a t e i n pe r cen t pe r annum. 
t j Net of d i f f e r e n c e i n b i l l y i e l d l e s s d iscount on 3-month s t e r l i n g . 
3 / Spot r a t e i n New York market i n U.S. c e n t s . 
%J Spread between spot and forward r a t e s i n U.S. c e n t s . 

United Kingdoms Se lec ted Cap i t a l Market Yields 

6 -yea r 
bond±/ 1 ^ 3 / 

Cog^ols Share 
y i e l d 2 / 

Yield 
p r i c e s ! / 

I960 - High 5 . 5 3 5 . 7 5 5 . 7 3 5 . U 0 U.17 1 . 3 6 333 
Low U . 9 3 5 . 3 3 5 . 5 3 5 . 0 3 3 .7U 0 . 7 6 297 

A p r i l 1 5 . 3 8 5 . 6 2 5 . 6 9 5 . 3 3 U . o i 1 . 3 2 3 2 1 
8 5 . 5 3 5 . 6 8 5 . 7 3 5 . 3 8 U .02 1 . 3 6 .327 
1 5 5 . 5 3 5 . 6 9 5 . 6 8 2 . 3 5 U . 1 5 1 . 2 0 313 
22 5 . 5 0 5 . 6 9 5 069 5 . 3 U U.32 1 . 0 2 309 
29 5 . 5 2 5 . 7 5 5 . 7 0 5 . U 0 U .28 1 . 1 2 305 

May 6 5 . 3 5 5 . 6 5 5 . # 5 . 2 9 U . 5 3 0 . 7 6 297 

1 / 5-1 /2 pe r cent Exchequer, 1966. """" 
y 3 pe r cen t Savings Bond 1965-75= 
3 / 3-1/2 pe r cen t War Loan (undated)» 
%/ 2-1 /2 per cen t Consol (undated) 
%1 F inanc i a l Times. 
%J D i f f e r ence between y i e l d on 2 -1 /2 pe r cen t Consols and share y i e l d . 
7 / F inanc i a l Timep, 
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