Not for Publication DECONTROLLED AFTER SIX MONTHS

HL August 29, 1960.

et
1 GAPITAL MARKET TEVELOPMENTS
IN THE UNITED STATES AND CANADA

Part I - United States

—

Two large corporate security issues with aggregate proceeds

of $75 million and three large State and local government bond issues
totaling $78 million were sold during the week ending August 26. This
week only one corporate debenture issue for §$125 million--Republic Steel
Corporation--and one State and local government bond issue for §l3 million
are scheduled for sale.

Long~term bond yields - Yields on long-term corporate and State
and local government bonds declined further last week to new lows for the
year, while yields on U. S. Government long-term bonds were stable.

Short- and intermediate~term interest rates - Yields on Treasury

bills rose last week while ylelds on intermediate-term government bonds
declined, Both the prime rate and the rate on call loans secured by stock
exchange collateral were reduced from 5 per cent to L-1/2 per cent by

New York banks. The rate quoted for 3- to 6-month directly-placed finance
company paper was unchanged.

MorhEgge recordings - Mortgage recordings rose about seasonally
in June, As May, they were about one-tenth lower than a year earlier
but higher than in the corresponding month of any earlier year. In the
first half of this year recordings totaled k.2 billion, compared with
$15.7 billion in the first half of 1958 and §13.9 billion in the first
half of 1955.

Stock prices - Common stock prices, as measured by Standard
and Poor's index of 500 stocks, increased last week, closing at 57.60

on Friday, an increase of .59 points. Trading volume averaged 3.1 million
shares a day, the heaviest since June.

Hore detailed information conceming recent capital market
developments is presented in the attached exhibits.

Developments in the Canadian eapital markets are presented in
Part II at the end of this report.

Capital Markets Section,
Division of Research and Statistics,
Board of Govemors of the Federal Raserve wstem.
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_EXHILT A
_ _LONG-TERM BOND YIELDS
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H,1b Exhibit B - Tables for kxhibit A
: Long~term Bond Yields
High~grade .
Spread between
. State and
Corporate U. S, Govt. U, S, Oovt. and
Date Asa 1/ long-tern 2/ 1:‘::1 €9Vt  ITorporate |State and
: Aaa local Aaa
(Per cent)
1954 - Low 2,85 (4/23)  2.L5 (8/6) 1,90 (9/2) .30 30
1957 - High L.k (9/27)  3.76 (10/18) 3.45 (8/29) .60 A7
1958 - Low 3.55 (5/2) - 3.07 (W/25) 2,6y (5/1) .22 3b
1959 - High b.6L (12/31) L4.37 (12/31) 3.65 (9/2 ; : .50 .92
Low - k.09 (1/9) 3.83 (1/2) 3.06 (3/26 .16 53
1960 - High L.61 (1/29) L.k2 (1/8) 3.53 (1/7) .59 .92
Low k.23 (8/26)  3.75 (8/5) 2.99 (8/25) .19 .53
July 29 k.38 3.81 3.28 .57 .53
Aug. § .34 3.75 3.22 .59 .53
Aug. 12 .30 3.78 3.1 .52 L6l
Aug. 19 L.26 3.81 r/3.03 s .19
Aug. 26 p/ L.23 3.81 2.99 .h2 82
- Low-er-gnda
Spread between
A State and
Date Cg:l:olr;te local govt. . Aaa and lia:a e
Baa 3/ Corporate |3 ' 01 eovt.
(Per cent)
1954 - Low 344 (12/3)  2.93 (8/5) .52 .96
1957 - High $.10 (11/29) 4.5 (8/29) 1.27 1.21
1%  Hian £5 (3 bké (e T %
Low .83 Mn 3.92 (3/26) .56 79
1960 - High 5.36 (2/12 L.u6 (1/7) 8L 1.09
Low 5.03 (8/26 k.05 (8/25) N .92
July 29 5.15 L.25 77 97
AEZ 5 5.15 L.2h .81 1.02
hug. 12 5.11 L.21 .81 1.07
Lug. 19 5.06 L.l .80 1.09
Aug. 26 p/ 5.03 L.o5 .80 1.06
Preliminary. - ~

Weekly average of daily figures. Averege term of bonds included 1s 2526 years.
2/ Veskly average of dnily figures, The series inoludes bonds dus or callable in 10 years or more.

3/ Thursday figures, Only genersl obligati

bonds

1 average

term 13 20 years,

Note-<lighe and lews are for individml series snd may be on different dates for differsnt seriss.
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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
Di. N Yields § Spread between yields on -
Date x;::u;_j 3-month G-month 3-5 year  |3-month bills and yields on
bills 2/ | bills 2/ | issues 2/ [6-mo. bills[3-b yr. issues
(per cent) ) -
195k - Low | 1,50 .61 (6/11) e 1.66 (L/30) - .66
1957 - High | 3.50 3.6l (10/18) == L.04 (10/18) - .86
1658 - Low | 1.75 .58 (5/29) 3.02 (12/26) 2.1L (6/7) .26 e
1959 - High | 4,00  L.57 (12/26) 4.91 (12/31) 5.00 (12/2k) 79 L2
Low | 2,50 2.63 (2/20) 2.92 (1/2) 3.70 (1/2) 19 Lo
1960 - High | L.00 L.59 (1/8) 5.07 (1/8)  L.97 (1/8) .58 1.81 -
Low 3.00 2.13 (8/5) 2.39 (8/5) 3.L7 (8/26) .16 .38
July 29 3.5 2.24 2,56 3.54 .32 1.30
Avg. 5 3.50 2.13 2.39 3.k9 .26 1.36
Aug. 12 3.00 2,18 2.18 3.52 .30 1.3k
Aug. 19 3.00 2.31 2.66 r/3.52 .35 1.22
Aug, 26 p/ | 3.00 2.L3 2.70 3.7 .27 1.04
Private
Spread between 3-month
Stock Exchange| Prime |Finance col y| Treasury bill yield and
late call loan 1/ | rate )/| paper ympan finance company
paper rates
(per cent) )
1954 - Low - 3.00 " 3,00 1.25 (12/31) 0 (12/18)
1957 - High k.50 4,50 3,88 (11/16) .59 (7/19)
1958 - Low 3.50 3,50 1.13 (8/8) -.35 (8/29)
1959 - High 4,75 5,00 4.88 (12/31) .86 (10/9)
Low 3.75 k.00 3,00 (L/6) .13 (12/L)
1960 - High 5.50 5.00 5.13 (1/22) 1.02(3/25)
Low L.50 L.50 2.9k (8/26) .22 (b/15)
July 29 5.00 5.00 2,94 .70
Aug. 5 5.00 5.00 2,94 8L -
Aug. 12 5.00 5.00 2,94 .76
Aug, 19 5.00 5,00 2,94 .63
Aug. 26 p/ - L.so L.50 2.94 .51

okly rate shown is t in effect at end of pe o soount rate is for Federal Reserve of New York.
1/ Weekl; 1s that in effect at end of period, Di t rate i3 for Pederal R Bank of New York
Stock exohange call loan rate is going rate on call loans secured by oustomers' stook exchange collateral at .

New York City banks,

the highast oredit standing.
g/ Market yleld; weekly averages compitted from daily clesing bid prices. Series of 3-5 year 1saues aonsists of
selscted notes and bonds,

y

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

Prime rate 1s that oharged by large banks on short~term loans to business borrowers of

. .
Average of daily retes published by finance ccmpanies for dirsotly placed paper for varying maturities Ln the
90-179 day range. .
it for individual series and be different dates for i fferont d
Dlgltlm‘l‘&ﬂ’%%%&.{f 104 Tow %o narrowesty Y v o0 difreren o for rort saries. For opreade,



EXHIBIT

STOCK. MARKET

1941.43 Averoge ci0

PRICES. .60

scale =
Millions Ind 'v/' "\
5200 50
4400 10
| | )
—~ Ve
STOCK MARKET CREDIT I
3600 ~— scole T 1 3
2290 L I l l T , CHANGE IN_SERIES ""-’\A
Millions _of  Fhares
T voLume .
. ! ] ] ! | ) ] _ yotumt ] I I ] I I 4
2
| o
Per_Com

viELos 4
B V‘V\W‘M"\
| — " | 3
I~ I N I Y |
M ] s o " Il s o M 1] s o " 1] s o’
1957 1958 1959 1960
MORTGAGE RECORDINGS AND LOANS
Monihly Billions _of Dollars
35
30
— 10 2.5
2.0
VA .
—_— -\ 1.5
\\
A\l
N
- 1.0
j_/J s 3
b
e | »
Digitized for ERASER | L 1%

http://fraser.stlodl'é‘fed.org/ 1 b mre A A v

Federal Reserve Bank of St. Louis



Exhibit F - Tables for kxhibii E .

Stock Market

. Common Trading Stock market customer credit
Date Stock price stock [ volume 3/ Customers! Bank
index 1/ yields 2/[(millions | Total [debit bal-[ loans to
(per cent)|of shares) ances i/ [“others® 5/
: {Millions of dollars)

1957-59 - High 60.51 (7/31/59)  3.07 L3 Ly 76k 3,L01 1,373
Low 39.78 (12/27/57) L.66 1.k 3,554 2,L82 1,060

1960 - High 59.50 (1/8) 3.18 3.9 b, 365 3,198 1,167
Low sh.2k (3/11) 3.5 2.k L3 3,004 1,111

June 57.26 3.35 3.5 h,21l 3,082 1,132
July 55.84 3.5 2.7 4,133 3,00k 1,129
Aug, 12 56,66 3.h2 2.9 n.a. n.a. 1,125
Aug, 19 57.01 3. 2.7 n.a, n.a. 1,127
Aug. 26 p/ 57. 3.38 3.1 n.a, n.a. n.a.

n.a.-~Not evailable. p/ Preliminary, :

1/ Standsrd and Poor's rrmposite index of 500.common stocks, weekly olosing prices, 1941-4!=10. Monthly date
are averages of dally figures rather than of Fridays' only. Highs and lows are for Fridays' data only, . )

2/ Standard end Poor's cumposite stock yield based on Wednosday duta converted to weekly olosing prices by
Faderal Reserve, Yieslds shown are for dales on whioh price index reached its high or low,

3/ iverages of doily trading volume on the New York Stook Exchange.

4/ End of month figures for member fi of the New York Stock Exchange whle»h oarry m\rmn nooounts; excludes
balances secoured by U, S, Government obligat: tfns,

‘5/ Wednesday figures for weekly reporting member banks, Excludes loens for purchasing or carrying U, S,
Qovernment sscuritiese Frior to July 1, 1959, such loans are excluded only at banks in New York and Chicago.
Weekly raporting banka account for about 70 psr.cent of loans to others, For further detail ses Bulletin.

Nonfarm Mortgage Recordings and Loans y

Total Unadjusted
Date Seasonally
adjusted 2/ Unadjusted FHA -VA. I Conv,
(Millions of dollars)

1959 - June 2,760 2,974 521 221 2,233
July 2,767 3,100 52k 227 2, 33y
August 2,769 2,871 sol 202 2 165
Sept enben] 2,650 2,834 510 221 - -2, 103
October 2,639 2,799 523 238 2,039
November 2,589 2,Lk2 L8 220 1,775
December 2,485 2,487 L51 2l1 1,794

1960 - January 2,L87 2, 2075 a7 195 1,467
February 2,130 2 1)49 368 170 1,612
larch T2,k 2, 2106 361 173 1,872
April 2,L00 2,366 336 153 1,878
ay 2,446 2,500 322 155 2,023
June n.a, 2,690 365 175 - 2,150

n.a.-=Not available,

_l/ Total rocordings data are estimates based on reports from about 450 areas and inolude
mortgages of $20,000 or less seoured by nonfarm real estate, primarily rosidential properties,
FHA-inaured loans represent gross amount of imsurance written, and VA-guaranteed loans the gross amoumt
of loana closed,on l=4 family houses. Conventiohal data are derived as a residual, Althuugh total
recordings and VA and FHA loans ure not striotly comparable in concept or timing,

2/ Three-month moving average, seasonally adjusted by Federal Reserve.

D|g|t|zed for F$dubass[= Federal Home Loan Bank Board, Federal Housing Administration and Veterans Administration,

http://fraser.stlouisfed.org/
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Exhibit G I
MLong-term Corporate and State and Local Government i

Security Offerings and Placements

(In millions of dollars)

New capital

Corporate 1/ e and local 2/
1960 | 1959 [ 1958 .| 1960 1959 [ 1958
January - 517 821 728 736 63 812
February 715 738 857 623 858 953
March 860 616 1,553 575 6l 511
April 766 N 1,1k40 729 932 798
¥ay 567 785 "597 551 53 895
June 1,03k 887 887 p/910 1,006 551
July - /800 535 1,107 &/550 567 806
August /925 7ko "5lo /550 516 103
September 703 1,11 L65 651
October 879 862 537 456
November 864 518 519 N
December 900 920 455 L35
‘1st quarter 251 2,204 3,139 1,938 2,143 2,276
2nd quarter 2,367 2,567 2,623 |p/2,2L9 2,531 2,2kl ;
3rd quarter 1,979 2,760 1,518 1,860 i
lth quarter 2,642 2,300 1,571 1,365 .
1st half 1,519 L,771 5,762 |p/L,183 L,67 4,520
Three quarters 6,750 8,522 6,222 6,380
Year 9,392 10,823 7,793 7,746
Excluding finance companies L/
1st quarter 1,722 1,999 2,899
2nd quarter &/2,067 2,h12 2,586
3rd quarter - 1,716 2,731
Lth quarter 2,503 2,213
Year 8,630 10,429
e/ Estimated. p/ Preliminary., ’ i
1/ Securities and Exchange Commission estimates of net proceeds. 3
2

2/ Investment Bankers Association of America estimates of principal amounts.

E/ Includes-$718.3 million AT&T convertible debenture issue,
'/ Total new capital issues excluding offerings of sales and consumer finance

companies, ;
;

N
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_ H.L Extibit H

. =9-
Other Security Offerings 1/ :
(In millions of dollars)
: Long -tem
| Forei ovemment 2/ Federal ‘agency 3/
1960 | 1959 | 1958 1060 | 1959 T 1958
January * 81 196 o182 . 199 1,163
February 175 60 53 150 -- 251
March 70 2 .- 150 175 -
April 33 .58 139 8 -~ . 523
May 72 50 198 35 - -
June Lo L2 120 - - -
July 85 9 - -= 16}
August . 1 5 98 . -
September 35 17 150 -
October ’ 13 - 5B - 220
November 30 123 - -
December (] 7h 86 -
Year ‘ 547 992 | S 2,32
Stort-term '
[State and local government L/ Federal agency 3/
January 268 190 233 479 359 371
~ February 35 . Les Léo 163 500 208
March 365 295 273 512 s U
April 35 563 37 so9  us6 209
May . 351 [AS1 354 632 675 161
June 297 2bs 26l L35 289 329
July 207 2k6 289 312 727. - L37
Aupust L67 423 o 365 206
September 399 369 B 665 330 )
October 23% 231 733 45l
November 3L3 s L7l 11k
Lecember 358 2h3 ) 288 137
Year 5’179 3,910 6,047 Co 3,098

B/ Proltaimry,

y Dnta presented in this exhibit differ from thass in Exhibit F in that refunding issuns, an well as new
oapital issuss, are inoluded, Long-term sacurities ars definad as thoss mtming in more thar ons year.

g/ Inoludos seourities offured in tho linited States by forelgn goverrments and their ruodivisions end by
internntlonnl orgonizatlons, ZSnurea: Seourities amd Exubnage Commisslon, .

y Isguas not guarani¢sd by the U, S, .. Souros: long-tam, Sesurities and Exohange Cor:nission)
ahort-termn, Federal Reserve,

y Prinsipally tax and bond antloipation notss, warrants or csrtificates ard Public Housing Authorlsy
notss,” In soms instances PHA rates inaluded may have a zomewhat longer tarm than ons yoar,  Sourcer Bend Buyer,

Digitized for FRASER
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Exhibit I

-10-
Largé Long-term Public Security ILssues for New Capital
(Other than U, S, Treasury) 1/
Proceeds of Large Issués Offered
(Millions of dollars)
State and
Month Corporate local government Other 2/
1959 - July 110 194 50
August 363 263 98
September 199 21 175
October Loo 29l T 20
November 421 163 -
Deceaker 230 17 70
1660 - Jonuary 279 388 100
February 262 283 320
March 384 225 191
April 309 370 7
May 139 234 28
June Lh2 561 30
July 303 191 -
Large Individual Issues Offered August 1 through 26
Amount Coupon
(millions rate or [Offering X
Issuer Type 3/ of Maturdty| o inven. yield Rating
dollars) est_cost
CORPORATE
Southwestern Bell Tel. Co. | Deb. 100.0 1995 " L4-5/8 4.55 Aaa
Texas Lkastermn Trans, Corp. | S.F. deb. 25.0 1980 5-3/8 5.38 Ba
El Paso Natural Gas Co. Com; “stk. 33.0
Consumers Power Co. Conv, deb, 38.1 1975 L4-3/8 4.38 Aa
. Michipan Bell Telephone Co.| Deb, 35.0 1996 L-5/8 L.53 Aaa
General Motors Accept.Corp.] Leb. 150.0 1982 L-5/8 L. 68 -
Southern Calif, Edison Co. [Lst ref.mtg.bds.60.0 1985 4-3/8 L.38 Aa
licKesson & Robbins, Inc. . 15.0 1580 L-5/8 L.61 A
STATL AND LOCAL GOVERNMENT
Chesapeake bay Bridge and ?
Tunnel Commission : Rev,-Ut. 70.0 2000 5.62 L.88 - H
Rev, -Ut, 30.0 2000 5.62 5.50 - i
" Rev.-Ut. 81.3 2000 5.62 5.75 -
Los Angeles Co., Calif, G.0. 11.0 1961-80 3.31 1.70-3.L5 Aa
State of Califomia G.O. 15,0 1905-90/85 3,31 2.40-4.00 Aa

Digitized for FRASER
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I-2 -11-

Large Individual Issues Offered August 1 through 26 (Cont'tjl)

Amount Coupon
million rate or |Offerin
Issuer Type 3/ ( of 018 | Ma turi ty net i.uzer- yield € |Rating
dollars) est _cost
STATE AND LOCAL GOVERNMENT
(Cont 'd)
State of Vermont G.0. 13.7 1962-80 265 - 1.30-2.80 Aaa
State of Washington Rev,-S,T. 34,0 1961-80/70 3.59 1,70-3,70 A
East Bay Mun. Util. Dist.,
Califormia G.0. 30.0 1$61-95/75 3.30  1.50+3.95 Aa
OTHER
Fed., Nat. Mtg. Assoc. Deb., 75.0 1971 L-1/8 L.10-  --

1/ Includes corporate and other security offerings of §l5 million and over; State
and local govermnment security offerings of $10 million and over,

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

2/ In the case of State and local government securities, G.0. 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 from specific taxes
only; Rev.-Rent., revenue bonds secured solely by lease payments.

Digitized for FRASER
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Forthcoming Large Long-term Public Security Offerings for New Capital

Exhibit J

(Other than U. S. Treasury) 1/

i
ixpected Proceeds from Forthcoming Large Issues ‘
Durirg month following Subsequent to &
Date of date shown date shown #
computation State and State and l L
Corporate |7- 7 Lovt, |Other 2/ |Corporate |7 0P SO0, |Other 2/
- b
1959 - July 31 238 356 - 305 Loé - &
Aug. 31 198 385 25 517 Lo2 25 4
— Sept, 30 374 270 - 9L k70 - \
Oct. 30 385 115 - 509 336 - 3
Nov. 30 226 295 70 271 L85 70
Dec, 31 - 210 LLs 30 280 5Ls 30
1960 - Jan, 29 207 210 ks 252 310 s
Feb., 29 301 255 35 372 385 35
Mar, 31 299 250 - 3Lk 280 -
Apr, 29 202 2l3 -~ 357 258 -
May 31 483 277 30 553 502 60
June 30 237 180 30 Lss 38 30
July 29 596 275 -- 1,006 32l -
Forthcoming Large Offerings, as of August 26
| Amount
Approximate date
Issuer Type (millions
. of dollars)| OF offering
CORPORATE
Kepublic Steel Corp. Deb, 125.0 Aug. 31
Virginia Llectric & Power Co. 1lst ref. mtg. bds. 25.0 Sept. 1L
Fublic Service Co. of Colorado Pfd, stk, 15.0 Sept. 15
Utah Power & Light Co. 1st mtg. bds. 16.0 Sept. 15
#Public Service Electric and Cas Co. |lst ref, mtg, bds. 50.0 Sept, 21
Pacific Power & Light Co. 1st mte. bds. 20.0 Sept. 22
Union Electric Co. 1st mtg, bds, 50.0 Oct, 19
American Telephone & Telegraph Co. Deb, 250. Oct, 25
*Columbia Gas System Deb. 30.0 October :
Trustors!' Corp. Partic. certif, Lo.o Incefinite &
Commerce Cil kefining Corp. Deb., bds. & com.: L5.0 Indefinite 4
Liberian Iron Ore, Ltd. Bds, & stk. 30.0 Incefinite b
Hatural Gas Pipeline of aAmerica 1st mtg. bds. 25.0 Indefinite |4
Hatural Gas Pipeline of America Pfd. stk. 15.0 Indefinite H
. £
STATE AND LOCAL GOVLRNMENT 5
Atlanta, Georgia . G.0. 12.7 Aug. 30
Alameda-Contra Costa Transit List,, 6
L i Rev,-Ut, 16.5 Sept. 7
D'Q't'zﬁﬁﬁgﬁﬂgﬁﬁ Authority Rev, 15.0  Sept. 7

http://fraser.stlouisfed.org/
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Forthcoming Large Offerings, as of August 26 (Cont'd)

Amount
Approximate date
Issuer Type (millions
of dollars) of offering
STATE AND LOCAL GOVERNMENT (Cont'd,
New York State Thruway Auth. Rev,-Ut. 50.0 Sept. 8
City & Co. of San Francisco, Calif, G.0. 21,5 Sept. 12
Pa, State Highway & Bridge Auth. Rev.-Ut. 10.0 Sept. 13
State of Ohio : G.0. . 31.0 Sept. 13
Public Housing Authorities G.0. L8.9 Sept. 1k
Milwaukee, Wisconsin G.0. 10.8 Sept. 20
#Buffalo, New York G.0. k2.3 Sept. 22

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 International 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 K

~1h- Yields on New and Outstanding
Electric Power Bonds, Rated Aa and A 1/
Aa-rated offe yields | A-rated offering yields
Amount above Amount above
Date Actual Actual -
X seasoned yields|, -~ -+ |seasoned yields
{per cent) (basis points) (per cent)l(basis points)
1952-1959 - High 5.30 (12/8/59) 87 5.65 (9/18/59) 123
Low 2.93 (3/31/5k) -3 3.00 (3/17/5k) 15
1959 - July #1.,93 31 5.07 17
Aug. 4.83 23 iy o
Sept. *#5.
Oct. 5,132/ 36 5.33 .3
Nov, #5,08 42
Dec. #5.30 63 5.15, 51
1960 - Jan. 7 : 5.30¢/ 28
Feb, 25 5.08 by -
22 .. f.lo L6
Mar. 1 .90 32
16 L7 17
18 5.00 u
29 L.93 7
Apr. 6 L.85 33 )
8 L.98 21
1, Lok 39
21 5.30 50
27 L.95 39
May 10 L.88 32
12 5.10 26
25 5.20 33
June 1 L.95 11
e 25 .82 25
29 b.su 27
July 8 L.93 1
13 L.88 8

#--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 ylelds and yields cn seasoned 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
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.
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Part II-Canada -15-

A further substantial decline last week in Canadian Treasury
bill yields brought Canadian yields to their lowest level since mid-1958.
They were also below comparable yields in the United States for the first
time since late May. The yield on 3-month bills has declined by 66 basis
points in the past two weeks; in this period the -Bank of Canada has been
a small seller of bills, the chartered banks have been substantial buyers
and the general public substantial sellers.

During the past week, bond yields fell generally, with intermediate
maturities showing drops of 20 to 28 basis points. With increases in United,
States interest rates, the spread between Canadian bond yields and U.S.
yields narrowed substantially. The spot Canadian dollar moved up fractionally
during the week. . .

Money market conditions. At last Thursday's auction, the average
yield on the 3-month Ireasury biil again dropped sharply by L1 basis points
to 2,25 per cent per annum from 2.66 per cent a week ago (see Table).

This is the lowest yield since September 1958. The yield is now 4O basis
points below its former low for the year in late May. The 6-month bill
Yyield also declined to its low for 1960 of 2.LlL per cent per annum from
2.89 per cent the previous week. The chartered banks purchased $2l million
of Treasury bills and the general public sold $1l million and -the Bank of
Canada sold $6 million. The average closing rate on day-to-day loans
decreased to 2.58 per cent per annum from 2.98 per cent last week.

The net incentive to hold the Canadian short Treasury bill on a
covered basis disappeared during the week; instead there is now a net
incentive of 0.2L per cent per annum in favor of the U.S. bill. During the
week, the yield on the Canadian bill fell by L5 basis points and the U.S.
bill yield rose by 10 basis points., There was no premium or discount on
the 3-month forward Canadian dollar. )

Acceptance companies have again reduced their rates on: short-
term collateral trust notes by 0.25 per cent per annum. A similar cut was
made during the first week of August. The new rates being paid by leading
firms are:

Maturity Rate

- (per cent)
30-89 days 3
90-179 31/
180-269 3-1/2
270-36l 3-3/L

Bond market. Bond yields declined generally through the week
with the intermediate range maturities registering drbps of as much as
28 basis points. The general public sold $4 million of bonds and $6
million of savings bonds. The spreads between selected comparable Canadian
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and United States securities (Thursday yield for bills and Wednesday yield
for bonds) were as follows (figures in parentheses refer to the previous

week) :

~0.2l per cent on a 91-day bill (0.28)
-0.35 per cent on a 182-day bill (0.17)
0.69 per cent on an 8-year bond (0.85)
1.00 per cent on a 20-year bond (1.09)
1,15 per cent on a 35-year bond (1.20)
Offering of the 1959 series of Canada savings bonds will end
August 31, Financé Minister Fleming has announced. Current price is 104.15,
maintaining the L.98 per cent yield to maturity. There is a 3 per cent
tax free bonus on bonds held to maturity.

. The City of Montreal is offering $5.1 million of 20-year serial
debentures. Minimum tender price on August 30 is 95 on an interest rate
range between l and 5.5 per cent. Proceeds will be used to repay bank
advances.

Over the past twelve months, Canadian yields have declined generally
(see Table). Since August 1959, the yield on Treasury bills has fallen by
over 3 per cent. From their highs in March 1960, bond yields have decreased
by LS to 9L basis points. The United States Treasury bill yield over the
last year fell by 1.11 per cent. The yield of long-term bonds has held
steady but the intermediate and short maturities have declined over the
past four months by 2L to 52 basis points.

Canadian Government, provincial, municipal and corporation public
bond financing in Canada for July amounted to nearly $90 million, off
over LO per cent from July 1959. However bond financing over the first
seven months of 1960 was up 95 per cent over the same period in 1957.
increase was principally in the Canada direct and guaranteed bonds.

Exc_h_g_xge rate. During the week, the Canadian dollar strengthened
to 103.203 (U.S. cents) on Thursday from 103.125 the week before (see
Table), During the week there was a slight premium but by Thursday it had

disappeared.

This

Prices of industrial stocks on the Toronto index

Stock exchange.
increased by abou per cent from August 18 to 23 while over the same
period the Montreal index gained about L per cent.

. New York
Toronto Montreal Standard & Poor

January U - 532,58 318,9 6l1.50

March 1 Lol .71 290.6 59.83

May 25 ﬁgé.go 280.9 27.%?
July . .50 272.0 0.

August 2 - 475,06 259.3 58,41

£us 18 493,63 269.3 60,26

19 496,25 271, 60,45

22 496,88 273, 60,65

23 499,50 273.6 61.31

s

TR,
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Selected Canadian Money Market and Reiated Data

' : Net incen-

{ 3-mo. Treas. bills Canadian dollar tive to

1 da ead pot 3-mo. discount - hold .

i ;7 0.5 over U.S. o/  forward Y bu__Jc.ez

£1959 - High 6.16 . h.b9 2,96 105,51 - - -

Low S 3.25 2,80 0.30 102,58 - - -

:1960 - High Sally  L.63 0.90 105.27 -- 0,31 0.9L

: Low 2,25 2,15 -0.69 101.31 - -0,72 =057

* Aug. 3 2,83  2.15 0.68 102,75 102,75 0.0 0,68

: 11 2491 2.2 0,67 103,31 103,33 0,06 0,73
18 2,66 2.3 0.28 - 103,13 103.13 - 0.28

! 25 2.25 2,49  -0.2L 103.20 103,20 - 0,2l

%/ Average yleld at weekly tender on Thursday.

_/ Composite market yield for the U.S. Treasury bill on Thursday close of business.
In U.S. cents.

é 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 forwa.rd discount or

premium (column

Selected Government of Canada Security Yields

. " Intermediate Long-term bonds __
6-mo. Treas. bills bonds 8 . ' m (35 year)
pre d pread
C over Ci a ove;
Y, AR At _/ [ u.s._/ 2__7 v.s/
1959 - High 6.2 - 5637 - 5630 == 50,05 e
Low 5.11 - 4,50 - Lokl e L.73 -
1960 - High 5.33 0.85 555 1,11 . 5.2 1.22 5,28 1.61
.Low 2,4 =0.69 LS 0.21 k.85 0.87 L.85 0,98
Avg. 3 3,05 0.65 Lo53  0.94 485  1olk L.85  1.25
10 3.13 0.58 Leslk 0,96 489 1.4 490 1,29
17 2.89 0.17 L5 0.85 Le87 1,09~ LoB6  1.20
2l 2.k <0435 L.25  0.69 be?7 1,00 - L.83  1.15

5/ Average yleld at weekly tender on Thursday.

iﬁ Spread between Canadlan auction rate and compoaite market yield of U.S.'
on close of business Thursday.
Government of Canada 2-3/Li per cent of June 1967-68.
Spread over U.S. Government 2-1/2 per cent of 1963-68.

!/ Government of Canada 3-1/h per cemt of October 1979,

7/ Spread over U.S. Government 3-1/L per cent of 1978-83.
Government of Canada 3-3/L per cent of September 1996 - March 1998.
Spread over U.S. Government of 1995,

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



-18- Canada: Changes in Distribution of Holdings of Canadian
Government Direct and Guaranteed Securities

ons o; 8, par value
Bank of Canada Chartered banks 3;?013'?—’%&—
eas e Government eas . 8 .
bills Bonds o bills Bonds bonds  bills Bonda
June 23 - L +13 -17 +5 -2 -7 -1 +1
30 + 5 + 5 0 - L6 + 11 -7 +h0  -17
July 7 +18 + 18 +13 +21 - 27 -5 -Lhy -25
- 2 + 12 - 2 -2k + 6 -2 + 2L - 15
21 -15 -5 +13 - - L -6 + L4 -4
28 + 18 - 13 + 25 + L - 3 - 6 - 37 - 10
Aug. L -3 + 11 + 57 -12 - 3L -5 0 -3
11 - 12 + 5 + 15 - 8 + 1 - 5 + 11 - 9
18 - 3 + 17 + 2 +21 o+ 10 - 5 -19 - 23
25 - 6 + 1 + 1 + 24 + 2 - 6 - - L
Source: Bank of Canada, Weekly Financial Statistics.
Canada and the United States:‘ Comparative Bond Yields
1960 1960 1960 1959
. ug . July 21 ¥arch 23 Aug. 26
Canada
" Treasury bill (3-mo,) 2,25 3.19 3.1 - 5033
Canada 2-3/4 per cent, 1967-8 L.25 k.59 5.19 5.10
Canada 3-1/L per cent, 1979 L.77 1.88 5.21 5,13
Canada 3-3/k per cent, 1996-8 L.83 4.86 5,28 k.90
United States
Teasury (3~mo,) 2.49 2.3h 2,86 3,60
*U.S. 2-1/2 per cent 196368 3.56 3.70 L.08 L.60
U.S. 3-1/L per cent, 1978-83 3.77 3.76 L.01 L.12
U.S. 3 per cent 1995 3.68 3.62 3. 3.86

Source: Bank of Canada, wWeekly Financial Statistics,
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