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' CAPITAL MARKET DEVELOPMENTS
IN THE UNITED STATES AND CANADA

(Including Monthly Review of Financial
Developments in the United Kingdom)

Part I - United States

Public security financing for new capital last week included
a Southwestem Bell Telephone Company issue for $100 million and a
Chésapeake Bay Bridge and Tunnel Commission revenue bond issue for
$181 million. (This State and local government issue had been tentatively
scheduled for sale several times since late 1958.)

This week, large corporate issues, including the expiration
of subscription rights, are expected to total $96 million., A local
government issue for $11 million is also scheduled for sale. :

Long-term bond yields - Yields declined last week for all
categories of seasoned bonds, except those on lower grade corporate -
bonds which remained stable. Only lower rated State and local govern-
ment bonds were above the low reached in April,

Short- and intermediate-term interest rates - Yields on Treasury -
bills and intermediate-term issues also declined last week, reaching new
lows for the year.

Stock prices - Stock prices, as measured by Standard and Poor's
index of 500 common stock prices, showed little net change last week,

closing at 55.LL on August 15. Trading volume averaged 2.6 million
shares a day, .2 million less than a week earlier,

Mortgage recordings - Nonfam mortgage recordings in May were
again below year-earlier all-time highs, but. were above any other May
on record. Recordings during the first five months of 1960 were one-
tenth smaller in amount than in the same period last year. The sharpest
decline--25 per cent--was shown by recordings of commercial banks. .

More detailed information conceming recent capital market
developments is presented in the attached exhibits. ‘Developments in the
Canadian and United Kingdom capital mirkets are presented in Part II
at the.end of this report.

Capital Markets Section,
Division of Research and Statistics, ’ P
Board of Governors of the Federal Reserve System.
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1.1k Exhibit B - Tables for Exhibit A
High-grade Bond Yields
Spread between
State and P
Corporate U. S. Govt. g U, S. Govt. and
Date AD:]; Y 1ong'-t.e:1n 2/ lx::]‘zf"w‘ Corporateo a:e an
Aaa local Aaa_
(Per cent)

195k - Low 2,85 (4/23)  2.L5 (8/6) 1.90 (9/2) 30 .0
1957 - High L.1k (9/27) 3.76 (10/18) 3.L5 (8/29) .60 A7
1958 - Low 3.55 (5, 3.07 (L/25) 2,6l (5/1 .22 .3k
1959 - High k.61 (12/31)  L.37 (12/31) 3.65 (9/2L) . 92
. Low - L.og (1/9)  3.83 1/23 3.06 (3/26) -16 .53
1960 - High L.61 (1/29)  L.42 (1/8 3.53 (1/7) .59 92

Low 4.3k (8/5) 3.75 (8/5) 3.22 (8/kL) .19 53
July 8 L.uh 3.91 3.0 } .53 61
July 15 L.L3 3.87 - 3.32 .56 .55
July 22 L.ho 3.8k 3.32 .56 .53
July % .38 3.81. 3.28 .57 53
Aug. 5 p/ L.3L 3.75 3.22 . .53

Lower-grade Bond Yields
Spread betwe
Date Corporate lsctﬁeg:::. Esa and B“en
Baa I/ Baa 3y - Corporate lli‘::;e@ax
(Per cent)

195k - Low 3.4k (12/31)- 2.93 (8/5) 52 .96
1957 - High 5.10 (11/29) .51 (8/29) 1.27 -1.21
1958 - Low L.51 (7/11) 3.6L (5/1) 77 .93
1959 - High 5.32 (12/31) L.hé (7/2) W77 .98

Low 4.83 (L/17) 3.92 (3/26) .56 - <79
1960 - High 5.36 (2/12) L.u6 (1/7) .84 1,02

Low 5.15 (8/5) b.22 (L/7) Nt .92
July 8 5.27 L2, .83 b
July 15 5.26 L.27 .83 .95
July 22 5.20 4.26 .80 9L
July 29 5.15 L.25 17 97
Aug. 5 p/ 5.15 L2k .81 1.02

p/ Preliminary,
1/ Weekly avorage of dai!

ly figures. Aversge term of be;u- included is 2526 years.

2/ Weskly average of dnily figures. The series inoludes bonds Cus or callable in 10 ysars or more.
. 3/ Thursday figures. Only general obligation bonds are inoluded; average term i3 20 years,
Note.-lHighs and lows are for individual series and may be on different dates for different series,
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EXHIBIT C

SHORT- AND INTERMEDIATE- TERM INTEREST RATES
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Exhibit D - Tables for Exhibit C . -5
Short- and Intermediate~term Interest Rates

. Government
b R Yields Spread between ylelds on
i Iate *’g“‘l‘ 3-month month 3-5 year -month bills and yields on
! rate /] 11116 2/ | bills 2/ | issues 2/ [6omo. BIIIs[3-5 yr. issues
; i (per cent) ’
95k - Low | 150 .61 (6/11) == 1.66 Wso) R .66
1957 - High | 3.50 3.64 (Hyl&) k.ol (10/18) - .86
1558 - Low | 1.75 .58 (5/29) 3. 02 (12/26) 2.1k (6/7) .26 .0l
1959 - High | b.00  L.57 (12/26) L.91 (12/31) 5.00 (1 2l3) .79 .42
Low | 2,50 2.63 (2/20) 2.92 (1/2) 3.70 (1/2) A9 L0
1960 - High | 4L.00 L.59 (1/8) 5.07 (1/8) L.97 (1/6) .58 1,81
Low | 3.50 2.13 (8/5) 2.39 (8/5) - 3.L9 (8/5) .16 .38
July 8 3.50 2.7 2,85 3.87 .58 1.60
July 15 3.50 2.1 2,87 3.76 .16 1.3
July 22 3.5 2.3 2,62 3.67 .31 1.36
July 29 3.50 2,24 2.56 3.54 .32 1.30
Aug. 5 p/ 3.50 213 2.39 " 3.h9 .26 1.36
Private
Spread between 3-month
Stock Exchange{ Prime |Finance company| Treasury bill yield and
Date call loan i? rate 1/ pa::r ; . finance eon{uw
. . paper rates
(per cent) :
1954 - Low - 3.00 3.00 1.25 (12/31) 0 (12/18)
1957 - High - L.50 k.50 3.88 (11/16) .59 (7/19)
1958 - Low 3.50 3.50 1.13 (8/8) -.35 (8/29)
1959 - High L.75 .00 4.88 (12/31) .86 (10/9)
Low 3.75 4.00 3,00 (L/6) .13 (22/k)
1960 - High 5.50 5.00 5.13 (1/22) 1.02 (3/25)
Low 5,00 5.00 2.9L (8/5) .22 (L/15)
July 8 5.00 5.00 3.00 .73
July 15 5.00 5.00 3,00 .59
July 22 5.00 5.00 2,96 .65
July 29 5.00 5.00 2.94 .70
Aug. 5 p/ 5.00 5.00 2,94 .81

V VWeekly rate shown 1s that in effect at end of period. Dissount rate is for Pederal Reserve Bank of New Yerk,
Stook exchange call loan rate 1s going rate on oall loans secured by customers' stook exchange eollateral at
New York City banks. Prime rate is that charged by large banks on short-tern loans to business torrowers of
the highest oredit standing.

y Harket yleld; weekly averages computad from daily clesing bid prhu. Seriss of 3.3 year issues oonsiste of
selsoted notes and boady,

)/ Avarage of daily retes published by finance companies for direotly placed paper for waryiag maturities im the

90-179 day range.
LI ons for individml series and be on different dates for M.fferent series, o e
b mﬂ‘nrm to dut,r and low to mr::n d L ¢ for " o For spreads,
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Exhibit F - Tables for kxhibii E -7-
Stock Market

’ Common Trading Stock market customer credit
Date ’ Stock price stock | volume 3/ Customers! Bank
‘ index )/ yields 2/|(millions | Total |debit bal-]| loans to
! : (per cent)|of shaies) ances L/ |vothers" 5/
H {Millions of dollars}

| 195141959 - High | €051 (7/31/59)  3.07 k3 L7k 3kl 1
) Low |39.78 A2/7/50) W66 Lk 3k 2482 1od
1960 - High 59.50 (1/8) 3.18 3.9 L,365 3,198 1,167
Low sh.2k (3/11) 3.51 2. 4,132 3,021 1,111
June ‘ 57.26 3.35 3.5 L2l 3,082 . 1,132
July 5.8l 3.5 2.7 na.  na. 1:139
gﬁy g; gg.}i ggs g.g n.a. n.a, 1,138
y . .50 . n.a.  n.a. 1,12
Aug, S p/ 55, Ll - 3.be 2.6 n.a, n.a. x:.a?

n.a.=-Not available, p/ Preliminary, .
1/ Standard and Poor's rrmposits index of 500. common stocks, weekly olosing prices, 1941-43'10. Honthly date

are averages of daily figures rather than of Fridays' only, Highs and lows are for Pridaya' date only,

2/ Standard and Poor's oomposite atock yleld based on Wednesday data converted to waekly olonna prices by
Federal Reserve. Yields shown are for dales on whioh price index reached its high or low,

3/ 4versges of daily trading volums on tha Now York Stock Exohange,

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

5/ Wednesday figurcs for woekly reporting member banks, Excludes loans for purchasing or oarrying U, S,
Government sscuritiess Frior to July 1, 1959, such loans are exoludud only at banks in New York and Chicago,
Weekly reporting banka account for about 70 per cent of loans to others, FPor further detail ses Bullstin.

Nonfarm Mortgage Recordings and Loans y

Total Unadjusted
Date Seasonally ; .
adjusted 2/ Unadjusted FHA -VA. I Conv,
(Millions of dollars)
1959 - May 2,757 2,768 478 ©o21l 2,079
June 2,780 2,974 521 - 221, 2,233
July 2,787 3,100 52l 227 2,39 -
August 2,769 2,871 504 202 2,165
September] 2,650 2,83h 510 221 2,103
October 2,639 T 2,799 523 238 - 2,039
November 2,589 = 2,Lh2 Lh8 220 1,775
December 2,185 2,487 k51 2l 1,794
1960 - Janvary 2,187 2,079 iy 195 1,L67
February 2,k430 2,149 368 170 1,612
March 2,Ll1 2,406 361 173 1,872
April 2,400 2,366 336 153 1,878
May .n.a, 2,500 322 155 2,023

n.a.--Not available, -
1/ Total recordings data are sstimates based on reports from about 450 areas and imolude

mortgages of $20,000 or less ssoured by nonfarm real estate, primarily residential properties,

FHA-insured loans represent gross amount of imsurance wrsttn. and VA-guaranteed loans the gross amount

of loana closed,on 1-4 family houses. Conventional data are derived as a residual, although total

recordings and VA and FHA loans ure not strictly comparable in concept or timing.
2/ Three-month moving averags, seasonally adjusted by Federal Reserve.

Dlgltlzed for FRASE&«: Pederal Home Loan Bank Board, Federal Housing Admi tion and Ve
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Exhibit G

—8-
Long-term Corporate and State and Local Government
Security Offerings and Placements :
(In millions of dollars) ‘
New capital 57
Corporate 1/ - State and local
1960 ] 1959 ] 1958 | 1960 ] 195 1558
January 577 821 728 736 6% 812
February 715 738 623 858 . 953
March 860 616 ,sssy 575 66 511
April p/789 89l 1,140 729 932 T 798
_ Yay 570 785 "597 551 53 895
~ June e/1,100 887 887 p/970 1,006 551
July /675 535 1,107 | /5% 567 806
August ¢/1,050 70 *5lo /550 516 103
September 703 1,114 65 651
October 879 862 531 .Lsé
November 86l 518 519 Ltk
December 900 920 Lss L35
1st quarter 2,151 2,204 3,139 1,93k 2,143 2,276
2nd quarter _/2 59 2,567 2,623 |p/2,2lL9 2,531 2,2hk
3rd quarter 1,979 2,760 1,518 1,860
Lth quarter 2,6l2 2,300 1,571 1,365
‘1st half e/Li,610 4,771 5,762 p/k,183 4,674 4,520
Three quarters 6,750 8,522 6,222 6,360
Year 9,392 10,823 7,793 7,746
Excluding finance companies L/
1st quarter 1,722 1,999 2,899
2nd quarter e/2, 159 2,112 2,586
3rd quarter 1,706 2,731
Lth quarter 2,503 2,213
Year 8,630 10,429
e/ Estimated. p/ Preliminary.

1/ Securities and Exchange Commission estimates of net proceeds.

2/ Investment Bankers Association of Amsrica. estimates of principal amounts.
E/ Includes $718.3 million AT&T convertible debenture issue.

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

companies,
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H.h ) Exidbit H
‘ther Security Offerings 1/
(In millions of dollars)

,. Long~tem
Forei vemment 2 Federal apen
9 959 9 i 9 1959
Januvary * 81 196 - 182 199 1,163
February 175 60 . 53 150 . - 251
March 70 2 - 150 175 -
April 3 s . 1% u8 - 53
May 3 50 198 - -—
June L2 120 e - -
July 85 9 - 16l
hugust - 5 98 -
September 35 17 150 -
October 33 58 ! - 220
November 30 123 - -
December ) 7 74 86 -
Year sh7 992 707 2,321
Short-»tem ' N ’
State and local gzovernment L/ _ Federal apency 3/
January 268 190 233 I 359 371
February 3Ls 1428 460 ;}3 500
March 365 295 273 512 189 IJJ’J
April . 368 563 . 357 s09. . k86 209
May p/267 lai 35l <632 . 675 161
June 2ks 26l L35 289 329
July 246 - 289 - 727 b37
August ' . Lé7 he3 - . 365 206
Septenmber 399 369 _ © 665 330
October 235 231 733 lish -
November 343 s Lk 1
December 358 2k3 3 288 137
Year )_;’]_79 3,910 - 6,047 3,098

p/ Prolinimry.
1/ Dnta presanted in this exhibit differ from thoss 18 Exhibdit E'in that refunding 1ssuss, as well as new

upi'.l! inun. are included. Long-term sscuritins are definad as thoss mturing in more thar ona-year,
Inoludas securities offsred in the United States by forelgn goverrments and their eubdivisions end by
Sn‘lrnntloml organiiations, Souress Seeurities and Zxchruge Commission,
3/ Issuas not guarantead by the U, S. Govermaeirl. Sourcas long-term, Sesurities and Exohange Comnfsslon;

short-term, Fedoral Resorve,
g/ Prinsipally tsx and bond amlelpnuen notes, ‘warpants or esrtificates ard Public Housing Authorly
In somo instances PHA rates inoluded may have a zomewhat longer tara than one year, Sources Bomd Buyer,

Digitized for FRASER
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Exhibit I

-10- .
Large Long~term Public Security Issues for New Capital #
(Other than U. S, Treasury) 1/
Proceeds of Large Issues Offered
(Millions of dollars)
. State and otk
Month Corporate local government r 2/
1959 - July 110 -194 50
August 363 263 98
September ‘ ‘199 21 175
October Loo 290 20
November L 163 .
December 230 a7 70
1560 - January 279 388 100
February 262 283 320
March 38L . 225 191
April 309 370 n
May 139 234 28
- June L2 561 30 .
July 303 191 -
Large Individual Issues Offered August 1 through 5
(Amount Coupon
millions rate or |Offering
Issuer Type 3/ of  |MAturitylnet snper.| yield
dollars) est_cost
CORPORATE
Southwestem Bell Tel, Co.| Deb, 100.0 1995 L-5/8 L.55
STATE AND LOCAL GOVERNMENT
Chesapeake Bay Bridge and
‘Tunnel Commission Rev. -Ut. 70.0 - 2000 5.62 4.88
Chesapeake Bay Bridge and
Tunnel Comnission Rev,-Ut, 30.0 2000 5.62 5.5
Chesapeake Bay Bridge and
Tunnel Commission | Rev.-Ut. . 81.3 2000 5.62 5.75
OTHER
None

Digitized for FRASER
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H.k Iz dle
Footnotes

1/ Includes corpomte and other security offerings of $15 million and over;
State and local government security olferings of $10 million and over.

g/ Includes foreign government and International Bank for Reconstruction and
/ Development issues and non-guaranteed issues by Federal agencies.
i In the case of State and local government securities,- G, O, denotes general
! 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 revenue t rom apeclflc taxes only; Rev.-Rent.,
revenue bonds secured solely by lease.: payments.

Digitized for FRASER
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-12- Lixhibit J

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

ixpected Proceeds from Forbhcéming Large Issues

Luring month following Subsequent to
Date of date showm date shown
computation State and P State and :
Corporate |THELS 20°, Jother 2/ [comporate |THES & w.lother 2/
1959 - July 31 238 356 - 305 . Lobé -
Aug. 31 198 385 25 517 k2 - 25
Sept. 30 37k 270 - 69 L70 -
Oct. 30 385 115 - 509 336 -
Nov. 30 226 295 70 27 L85 70
Dec, 31 210 Lhs 30 280 sks 30
1960 - Jan, 29 207 210 Ls 252 310 ks
Feb, 29 301 255 35 372 385 35
Mar, 31 299 250 - 3L, 280 -
Apr, 29 202 23 - 357 258 -
May 31 L83 277 30 553 502 60
June 30 237 -180 30 Lss 380 30
July 29 596 275 - 1,006 32l R
Forthcoming Large Offerings, as of August 5
. | Amount
Issuer Type (millions App;oﬁ;‘m:dendate
. of dollars)| © ering
CORPORATE
-
Texas Eastern Transmission Corp. Deb. 25.0 Aug, 11
El Paso Natural Gas Co. g Com. stk. . 33.0 Aug, 11
( rights expire)
Consumers Power Co. Conv, deb. 38.1 Aug, 12
(rights expire)

" Michigan Bell Telephcne Co. Deb. 35.0 Aug, 17
Natural Gas Pipeline Co. of America 1st mtg. bds, 25.0 Aug. 18
Natural Gas Pipeline Co. of America Prd, stk. 15.0 Aug. 18
General Motors Acceptance Corp. Deb, 150.0 Aug. 18
Southern California Edison Co. 1st ref. mtg. bds. 60.0 Aug, 2k
Republic Steel Corp. : Deb, 125.0 Aug, 31
McKesson & Robbins, Inc, Deb, 15.0 Aug.

*Utah Power & Light Co. 1st mtg. bds. 16.0 Sept. 15
Pacific Power & Light Co. 1st mtg. bds. 20.0 Sept. 22
American Telephone & Telegraph Ci. Deb. 250.0 Oct., 25
Commerce Oil Refining Corp. Deb,, bds. & com, L5.0 Indefinite
Trustors!' Corp. Partic, certif, 40.0 Indefinite

30.0  Indefinite

Liberian Iron Ore, Ltd. Bds, & stk.
Digitized for FRASER —
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Fortheoming Large Offerings, as of August 5

13-

. Amount  ppsroximate date
Issuer Type (millions pﬁ?blj:?;;:ng
of dollars)|. ~—
STATE AND LOCAL GOVERNMENT

Los Angeles Co. Gelii’ornia. G.0. 1.0 Aug. 9
State of Calif G.0. 15.0 Aug. 17
State of Washingbon G.0. 3L.0 - Aug. 23
East Bay Municipal Util., Dist., Cal. G.0. " 30.0 Avg. 24
Alameda-Contra Costa Transit Dist.,

California Rev.-Ut. 16.5 Sept. 7
City & Co. of San Francisco, Cali!‘. G.0. 21.5 Sept. 12
Mjlwaukee, Wisconsin G.0. 10.8 Sept. 20

OTHER

None

%--Included in table for First time.

1/ Includes corporate and other issues of $15 million and over; State and local
government issues of $10 million and over.

2/ Includes foreign government and Intermational Bank for Reconstruction and
Development issues and non-guaranteed issues by Federal agencies.

Note,--Deletions for reasons other than sale of issue: None.
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Exhibit %

Yields on New and Outstanding
Electric Pover Bonds, Fated Aa and A 1/

Aa-rated offering yields [ A-rated offering yields
Amount above Amount above
Date Actual Actual
seasoned yields seasoned yields
_ (pex cent) basis points) (per cent) (basis _points)
1952-1959 - High 5.30 (12/8/59) 87 5.65 (9/18/59) 123
Low 2.93 (3/31/54) -3 3.00 (3/17/54) 15
1959 - July #4.93 31 5.07 17
Aug. 4.83 23 -
- Sept. 2 #5,65 60
Oct. 5.1 36 5.33 L3
Nov. #5,08 L2
Dec. *5,30 63 5.h52 51
1960 - Jen. 7 : 5.30%/ 28
Feb. 25 5.08 Ly
22 f.lo L6
Mar. 1 .90 32
16 L. 732/ 17
18 5.00 1
29 L.93 7
Apr. 6 L.8s 33
8 L.98 21
1 L.ok 39
21 ] 5.30 50
27 L.95 39
May 10 4.88 32
12 5.10 26
25 5.20 ) 33
June 17 L.95 11
~ 28 L.82 25
29 L.8L 27
July 8 : k.93 11
13 L.88 8
20 L.83 .

#--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
the differences between these new offering yields and ylelds on seascned issues
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 be called for
Digitized Rﬂf %tsﬁa lower coupon rate. Monthly averages so marked include cne or more
uch a provision. Other issues have no such provision.
http: //fraser S cﬁaorg71
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August 8, 1960 .
-15=
Part II - Canada

Canadian interest rates continued to decline last week. Bomd yields -
were at or near lows for the year, especially in the shorter range. Sub-
stantial official bond purchases ($57 million) were made by the Government
accounts last week, The Bank of Canada was also a modest purchaser. The
yield on Treasury bills eased slightly as the total bills outstanding was
reduced by $15 million. With the elimination of the discount on the forward
dollar, there was a sharp rise in the net incentive to hold the Canadian
bill on a covered basis. For the fifth straight month, seasonally adjusted
general bank loans continued to expand. The Canadian dollar strengthened
during the week. There was little change in industrial stock prices.

Monsy market conditions. The average yield on the 3-month
Treasury bill EeeIEEd at last Thursday's auction by 9 basis points to 2.83
per cent from 2,92 per cent a week ago. The 6-month bill yield also de-
elined to 3.05 per cent from 3.15 per cent the previous week. There was
a $15 million decrease in the supply of Treasury bills outstanding. The
chartered banks sold $12 million and the Bank of Canada $3 million. The
average closing rate on day-to-day loans decreased to 3.05 per cent compared
with 3,18 per cent a week ago.

The net ineentive to hold the Canadian short Treasury bill over
the comparable U.S. bill increased 0.35 percentage points to 0.68 per
cent per annum, due to the elimination of the discount on the 3-month for-
ward Canadian dollar.

Between July 22 and July 29, commercial paper sold by Canadian
acceptance companies declined from 0.25 to 0.50 percentage points. (See
Capital Market Developments July 29.) The following are the rates now
being paid by three of the biggest acceptance firms:

Maturity Rate

30-89 days 3-1/l per cent
90-179 days 3-1/2 per cent
180-269 days 3-3/L per cent
270-365 days L per cent

Prime commercial paper on August 5 was quoted at 3-3/8 per cent for 30
days and 3-5/8 per cent for 60 days.

. Bond market conditions. Bond yields for all maturities declined
during the week, The Govermment accounts purchased $57 million of bonds
and the Bank of Canada purchased $13 million. The chartered banks sold
$3l4 million and the general public sold $35 million. Over the last three
weeks, the Government accounts have purchased a total of $95 million of
bonds (see Table). The spread between selected comparable Canadian and
United States securities (Thursday yields for bills and Wednesday yields
for bonds) were as follows (figures in parentheses refer to the previous

week) :
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0.68 per cent on a 9l-day bill (0.69)
0.65 per cent on a 182-day bill (0.61)
0.94 per cent on an 8-year bond (0.92)
1.1l per cent on a 20-year bond (1.11)
1.25 per cent on a 35-year bond (1.25)

The McLeody, Young, Weir average bond yield for 4O bonds declined
to 5.59 per cent compared with 5.6l per cent on June 30 and 6.23 per cent
in the beginning of the gear (see Table). The decline was registered for
all types; provincial, ‘municipal, public utilities, and industrials.

The press reported some improvement in the Canadian bond market
following the news regarding the U.S. Treasury offering of intermediate
bonds rather than long terms as had been expected. The Industrial
Acceptance Corp. offered $7.5 million of 6 per cent, 20-year secured notes
at par.

Chartered bank loans. Genéral bank loans by the chartered banks,

adjusted for seasonmal variation, increased $39 million in July for the
fifth straight month. Recent monthly changes in seasonally adjusted loans
since the fall of 1959 have been as follows (in millions of Canadian

~ dollars):

Detline Increase
in loans in loans
1959: Sept. - 3 1960: Mar. + 15
Oct. - 90 Apr. +16
Nov. - 22 May + 5
Dec,: - 35 June +19
1960: Jan. - 70 July +3
Feb. -15

Stock exchange. The price of industrial stock on the Toronto
exchange improved during the week with a rise of about one per cent from
a week ago while the Montreal exchange showed a decline of about the same
amount, as noted in the following table:

- New York
Toronto Montreal Standard & Poor
| July 26 472.38 261.5 57.80
27 L72.63 261.1 57.40
28 472.73 261,5 57.86
29 L74.81 261l 58.96
Aug, 1 - 259.8 58.96
1476.06 259.3 58.41

Exchange rate.

between 102,58 (U.S

During the week, the Canadian dollar fluctuated

U.S. cents) and 102,86, and the premium on the 3-month

forward dollar was eliminated.

While Vanadian foreign exchange reserves

declined $100 million in May, presumably in support of the spot rate on
the Canadian dollar, there was a $33 million increase in reserves in June.
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During July, there have been no sales of Canadian corparate and
local Govermnment securities in the United States, according to trade
sources (see Table), For the period, January through July, total sales
in the United States were $238 million in 1960 compared with $271 million
in 1959 and $384 million in 1958,

British Commonwealth Section
Division of International Finance
Board of Governors of the Federal Reserve System
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Selected Canadian Money Market and Related Data ;
N Net incen- &

3-mo. Treas. bills Canadian dollar htive to
Spread Spot 3-mo, discount ( 0ld o
27 U. S_/ over U, S. ¢/  forward prenﬂ.um(+)_/ bille, i
1959 - High 6.16  L.bL9 2.96 105.51 - - -
Low 3.25 ° 2,80 0.30 102,58 - - -
1960 - High 5.1k L.63 0.90 105.27 - 0.31 0.94
Low 2,65 2,15 -0.69 101.31 -- =0,72 -0.57
July 1L 3.2h 2.37 0.87 102.03 102.03 0.0 0.87
21 3.19 2434 0.85 102.30 102.22 -0.31 0.54
N 28 2,92 2.23 0.69 102.66  102.56 -0.36 0.33
Aug. 3 2.83 2,15 0.68 102,75 102.75 0.0 0.68

a/ Average yleld at weekly tender on Thursday.
/ Composite market yield for the U.S. Treasury bill on Thursday close of business.

a/ In U.S. cents.
/ Spread between spot rate and 3-month forward Canadian dollar on Thursday

closing, expressed as per cent per annum.
e/ Spread over U.S Treasury bill (column 3), plus 3-month forward discount or

premium (column

Selected Government of Canada Security Yields

. Intermediate Long-term bonds
6-mo. Treas. bills bonds (8 yr.) (20 year? (35 _year)

Spread Spread -~ Spread Spread
Canada over C over Canada over Can
af vsd o ved/ e/ u.st/ gz .sJ
1959 - High 6.2l - 5.37 - 5630 = 5.05 -
) Low 511 - L.50 - Loliky - Lo73 -
1960 - High 5.33 0.85 5,55 1,11 . 5.2 1,22 5.28  1.61
Low 2,89 =0,69 LoL9 0,21 L.85 0.87 L.85 0.98
July b 3.45 0,77 LoSh  0.86 4,85  1.0L4 L.90  1.23
21 3.1 0.77 Lo55  0.85 4,88 1,12 L.86 1.2k
28 3.15 0.61 4,57  0.92 4,88 1.1 L.87  l.25
Aug. 3 3.05 0.65 b.53  0.9L 485  1.1h - L85 1.25

Average yield at weekly tender on Thursday.
Spread between Canadian auction rate and composite market yield of U.S.
b on close of business Thursday.
Government of Canada 2-3/L per cent of June 1967-68,
Spread over U.S. Government 2-1/2 per cent of 1963-68.
Government of Canada 3-1/li per cent of October 1979.
_/ Spread over U.S. Government 3-1/l per cent of 1978-83.
Government of Canada 3-3/ per cent of September 1996 - March 1998,
R/ Spread over U.S. Government of 1995.
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Canada: Changes in Distribution of Holdings of Canadian -19-
GQovernment Direct and Guaranteed Securities

ons 0 8, par
Bank of Canada Chartered banks QGeneral
Treas. Oovernment Treas. 8 .
bills Bonds Total bills Bonds bonds  bills  Bonds
Jue2 - -L48 - 2 + 32 + 8 -7 -4 +73
.9 -1 0 -9 -9 + 5 -7 + 9 -3
16  +20 +13 - 12 -l + 5 -3 -5 -1
23 -l +13 -17 + 5 -2 -7 =1 =+ U
30 + 5 + 5 0 - L6 + 11 - 7 +h0  -17
July 7 +18 + 18 + 13 + 21 -27 -5 -k -25
1l - 2 + 12 -2 -2 + 6 -2 + 24 - 15
21 -15 -5 + 13 - b - L - 6 + L -
28 +18 -13 + 25 + L -3 -6 =31 -10
Aug, b4 - 3. +11 + 57 -12 -3 -5 o -3
Bource: Bank of Canada, Weekly Financial Statistics.
McLeod, Yo Weir Bond Yield Average
] (per cent)
' 1960 1959
N g, 2 June_30 Dec, 31
10 Provincials 5.51 5.5L 6.12
10 Municipals 5.8L 5.88 64,60
10 Public Utilities : 5450 5.58 6,04
10 Industrials S.52 5.56 6.1l
4O Bond Yield Average 559 5.6l 6.23
Canadian Provincisl, Municipal, & Corporate Securities Sold in the United States
iﬁ ﬁEIons of dollars) -
Month ending 1950 1959 1958
February 1 13.8 75,0 50.0
February 29 31.8 1.h 33.5
March 28 98,5 1.3 0,0
May 2 - 25,6 12,1 200.5
May 30 70.0 70.0 L0.0
Jung 27 6603 39,9 Sh.8
July 25 0.0 71,1 S.l
238.0 270.6 383.9

Source: A. E. Ames & Co., Ltd.
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Appendix 1

United Kgggdo : Money and Capital Markets Dier July

A continued inflow of funds from abroad, which produced an in-
crease of $103 million in Britain's foreign-exchange reserves during July
(see Chart), had an important influence on London financial markets during
July, Bidding by foreigners for Treasury bills produced a 20 basis point
decline in the bill yield between July 1 and 22, With U.S. bill yields
rising, thé net incentive in favor of- the London bill compared,with thé U.S.
bill dropped from 1.95 to 0,90 per cent per annum, However, this trend was
reversed late in July when U.S. bill yields declined sharply. Throughout
July, bond yields in London remained relatively firm and long-term yields
were at or above the end. of June levels. During the month rates outside
the financial market continued to rise. Both the. Agricultural Mortgage
Corporation and the Public Works Loan Board adjusted their lending rates
to the new level of money rates. An unexpectedly sharp rise in bank loans
for the month ending July 20, which was announced at the end of the month,
raised the question of the effectiveness.of current measures of restraint,

Money market conditions. From July 1 to July 22 the 3-month
Treasury bIll rate eased from 5.68 per cent to 5.49 per cent. This decline
was associated with a continued inflow of funds from abroad. Competition
from foreign investors was an important factor in reducing the discount
syndicates' allotment of bills early in the month. .On July 8, for example,
the market.obtained an allotment of only 20 per cent; as a result, the
syndicates' consolidated bid at the July 15 tender was raised, and the
discount houses got a 67 per cent allotment at the 5.51 per cent yield, as
may be seen in the following figures showing the syndicate's weekly allot-
ment (per cent of tender offering) and the average yield of 3-month bills
(in per cent per annum):

. Syndicate's Treasury
Date allotment bill yield .
June 2l 57 5.68
July 1 Sl 5.68
8 20 5.66
15 - 67 5.51
22 43 o509
29 39 5.55

The net incentive to hold the U.K. bill compared with the U.S.
Treasury bill declined from a high for the year of 1.95 per cent per annum
on July 1 to 0.90 per cent per annum on July 22 but snbsequently strengthened
to 1,39 onsduly 29 and to 1:€3'per cent on'August 5.

Gilt-egied market. The gilt-edged market was generally quiet
during July vestors reported somewhat wary of entering. Yields on
Government bonds remained at or near recent highs and fluctuated only
narrowly during the month. There was only a limited tendency for bond

yields to follow the easing in the bill yield (see Table).
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Since last December, bond yields have moved steadily upward.
Changes in selected Government security yields over the past seven months
in per cent per annum along with the changes in Bank rate and Treasury
bill yields are set out in the following table:

Selected London Security Yields

Change
1959 S . 1960 ¢ Dec. to

Dec, 30 Jan, 22 May & June 2L July 20 _July

Bank rate L S 5 6 6 +2
Treas. bill rate 3.69 LS5 L.67 5.68 5.51 +1.82

Govt. bond yields:

1961 3.67 3.80  L.17  Lu.L 540k +1.37
1963 L.28 L7 b.93 - 5.65 5 +1.38
1969 5.21 g0 5.58  6.00 5.85 + 0.6k
1980 5.2l 5.39 5.1 5.99 5.97 + 0,73
1996 5.13 5.25 5.30 5.72 5.73 + 0,63
200L 5.12 5.26 5.3  5.75 5.75 + 0.63
War Loan (undated)  5.35 5.53 5.5 5.83 5.82 0.47

On July 12, the Treasury announced a new offering of £300 million of a 5-1/2
per cent bond, 1962, priced at 99 for cash. The issue was well received and
produced a slight. rise in yields in the short bond sector.

A cash-and-conversion issue of a Commonwealth of Australia 6 per
cent bond, 1977-80, was offered at a price of 98 providing a yield to maturity
of 6.18 per cent to holders of the outstanding £13.9 million of an Australia
3 per cent bond, 1958-60, with a final maturity in December. Holders who
convert into the 1977-80 bond will receive a £2 cash payment. Cash applications
were invited to cover attrition by current holders.

During the first half of 1960, new capital issues on the London
market (excluding Treasury operations) totaled £272 million compared with £2L}
million in 1959, according to estimates of the Midland Bank. The total new
issues were broken down as follows (in millions of pounds):

Borrowers 1959 1960
United Kingdom 213 2L)
British overseas Lo 25
Foreign countries a/ L

Total ~ Em 272

a/ Less than £500,000.

while British borrowers increased their takings in 1960, issues on behalf
of British overseas countries were below the 1959 levels.
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Bank advances. An unexpectedly large growth in bank loans
i featured the clearing banks' statement for July 20. The'banks reported an
i increase of £99 million in July, compared with only £3 million in June and
! £26 million in May; in- July 1959, the increase was £84 million, This sub-
stantial expansion in loans, coming after the rise in Bank rate and the call
to Special Deposits on June 23, has provoked considerable comment since -
seasonal factors can explain only part of the increase.

The banks continued to dispose of gilt-edged securities in order
to finance these loans. Their holdings dropped nearly £40 million in July.
At the same time, the London clearing banks reported an average liquidity
ratio of 31.2 per cent compared with 3l.L per cent in mid-dJure and 31.6
per cent in mid-May. Three of the "big five" banks were near the 30 per
cent level in July. Between July and December, the banks will have to
build up their liquid asset ratio to around 34 or 35 per cent in order to
meet the sharp decline in Treasury bill outstandings which always takes
place in the first quarter of the year when Treasury tax receipts are
concentrated.

Treasury financial institutionn. Du.ring Jnlr, the Agricultural
Mortgage Corporation increased from 6 per cent to 6-1/2 per cent the rate
of interest for new loans to farmers. On July 16, the interest rate
structure of new loans to the local authorities was also raised by the
Public Works Loan Board. Below is a table setting out the previous interest
rates, the cmounts borrowed at the various rates by the local-authorities
-in the 12 months ending March 31, 1960 and the new rates that are now
in operation.

Amt. borrowed
0ld rate Apr. l, 1959 . New rate
of of
interest Mar., 31 1, 1960 interest
Not more than 5 years 5-1/2 365,000 6-1/L
Between 5 and 15 years 6 4,668,000 6-1/ly
Between 15 and 30 years 6 21,858 5000 6-1/8
More than 30 years 5-7/8 18,122,000
Total 115,313,000

By limiting the increase in long-term rates, the Treasury hopes to encourage
local authorities to borrow on longer term.

Insurance companies. Insurance companies increased their assets
by £486 miliion in T9§§ compared with an increase of £358 million in 1958.
During 1959, new assets mostly went into equities, property and other
market :aneatments, rather than into gilt-edged securities. The breakdown
of increase in insurance company portfolios was (in millions of pounds)

1958 1959

Gilt-edged 39 32
Equities 88 175
Other market investments - 219 131
Total 358 L86
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Foreign exchange market. Sterling remained in good demand
throughout the month and PBritain's reserves unsxpectedly rose by the sub-
stantial amount of $103 million or (adjusted for special capital payments)
by $159 million (see Chart). The high level of London rates compared with
yields in New York and the German exchange control regulation which prohibits
the sale of German Treasury bills to foreign investors underlie the short-
term capital inflow.. The fact that the discount on 3-months sterling has
not been pushed out enough to eliminate the incentive for foreigners to
buy London Treasury bills helps to explain the sustained inflow (see Table).

During July, spot sterling rose from $2.8069 to about $2.8089.
The discount on 3-months sterling widened from 1.68 per cent per annum on
July 1 to 2.2l per cent per annum on July 22 but narrowed to 1.97 per cent
on July 29 (see Table)., Security sterling rose from $2.78-3/L4 on July 1
to $2.8006 on August 1. N

Stock market. The Industrial Ord:.nary index remained quite stable
- around 315 % until the last week in July when it fell to 307. (see
Table). By contrast, stock prices in Wall Street declined throughout
the period. On July 29, yields on stocks were at L.L9 per cent or 1.17 per
cent below the yield on Consols, the lowest yield gap during July (see Table).

During July several European companies arranged for the placing
of their stocks on exchanges in other European countries. Several British
companies, including Imperial Chemical Industries, Courtaulds, Elliot-
Automation, Distillers, and Bowater, have or are about to have their shares
listed on the Paris Bourse. On the other side, the German steel company,
August Thyssen-Huette A.G., and the Swedish company, L. M. Ericsson
Telephone, have had their shares listed on the London exchange.

British Commonwealth Section
Division of International Finance
Board of Governors of the Federal Reserve System
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United Kingdom: Treasury Bill Yields and Exchange Rates

Net Exchange rate
3-mo, Treas: bill Discount incentive Spot Discount

| er- on 3-mo. to hold ster on 3-mo
. Date v.k2/ U.s.2/ ence  sterling®/ U.K. bind/ - &/ sterlingl/

+ e

i 1959 - High - 3.6 L7 <11 - - - -
: Low 3.0 2.6 0.l - - - --
! 1960 - High 5.68  L.59 3.63 - (P).6L 1.95 280.89 1.57
: Low 2.13 2,05 -0.84 2.2l - 23 279.83  (P).47
Coduy 1 5.68 2,05 3.63 1.68 1.95 280.69 1.18
8 5.66 2,39 3.27 1.84 1.h3 280,86 1,29

15 5,51 2,31 - 3,20 2,01 1.19 280,89 Ll

22 s.9  2.35 3.1 2,2k 0.90 280.88 1,57

29 5.55  2.19 3.&6 1.97 1.39 280,89 1.38
August. 5 2,13 2,13 3.7 1.8L 1.63 280.90 1.29

g/ Average yield at Iriday weekly tender.

B/ Closing market yield for Friday in New York.

§/ Spread between spot and forward rate in per cent per annum.

_/ Net of difference in bill yield less discount on 3-month sterling.
]e/ Spot rate in New York market in U.S. cents.

_/ Spread between spot and forward rates in U.S. cents.

United Kingdom: Selected Capital Market Yields

6~year  15-ye: War Consols Share , Yie Share
bond3 bol 5/ 10anS/ a/ Eeldy _g_aﬁ Ericeaﬂ/

1960 - High 6.03 6.00 5.89 5.69 . L.b9 136 333
Low 4.93 5.33 5.53 5.03 3.74 0.76 297
July 1 5.93 6,00 5.82 5.7 L.z 1.3 38.2
8 5.83 5.95 5.85 5.61 . k.30 1,31 317.6
15 5.95 5.96 5.88 5.66 h.37 1.29  312.7
22 5.98 5.96 5.87 5.65 L.l 1.2 315.5
29 6.03 5.99 5.89 5.66 L.lg 117 307.0
%/ 5-1/2 per cent Exchequer.
5/ 3 per cent Savings Bond 1965-75.
§/ 3-1/2 per cent War Loan (undated).
3/ 2-1/2 per cent Consol (undated).
e/ Financial Times.
I/ Difference between yield on 2-1/2 per cent Consols and share yield.
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