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CAPITAL MARKET DEVELOPMENTS
IN THE UNITED STATES AND CANADA

Part I - United States

Last week three large corporate security issues, totaling
$170 million, were offered to the public. One large finance company
debenture issue was deferred till later in the month, but the offering
date of a similar issue of equal size was advanced. Two large State
and local obligations with proceeds of $35.9 million were sold during

the week.

This week's calendar is expected to be very light with no
large corporate issues scheduled and only one tax exempt issue of $12

million,

Long-term bond yields - Yields on outstanding long-term secur-
ities changed little last week. There were slight declines in returns
available on State and local government obligations and on lower grade
corporate securities while yields on U. S. Government obligations and

top quality corporate securities remained constant.

An A-rated electric utility 30-year first mortgage bond sold
on November L to yield L.88 per cent, This was 8 basis points higher
than the offering yield on the last comparable issue in mid-September.

Short- and intermediate-term interest rates - Yields on short-
and intermediate-term securities were mixed last week. Yields increased
9 basis points on three-month Treasury bills and more moderately on
three- to five-year Government obligations. On the other hand, there
was & slight decline in the retum available on six-month bills and a
sharper one in that for directly placed finance company paper. The
current yield of 2.88 per cent on such paper represents a new low for
the year. Other money market rates remained unchanged.

Nonfarm mortgage recordings - Nonfarm mortgage recordings
in August were 3 per cent below the record monthly level of a year
earlier, This was the smallest margin of decline reported for any
month in 1960. Conventional loans, at 79 per cent of the total, continued
to represent a somewhat larger share of all recordings than a year earlier.

The cumulative amount of recordings through August was 10 per
cent below the same record eight-month period of 1959. Recordings were
down for all major institutional lenders, but were up slightly for
individuals. Recordings made in the name of life insurance companies
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were 6 per cent lower; savings and loan associations, 9 per cent;
mtual savings banks, 13 per cent; and commercial banks, 25 per cent.

Stock prices - Common stock prices, as measured by Standard
and Poor's 500 stock index, advanced about 3 per cent during the week
and closed at a level of Eﬂ 90, Deily volume was 2.7 million shares,
slightly above the October average but down considerably from the
previous week.

More detailed information concerning recent capital market
developments is presented in the attached exhibits.

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

Capital Markets Section,
Division of Research and Statistics,
Board of Governors of the Federal Reserve System.
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H.llb Exhibit B - Tables for Exhibit A
Long-term Bond Yields
High-grade
Spread between
Dat Corporate U. S. Govt. lst-aia av“: U.pS. Govt, and
e haa 1f long-term 2/ x:: 25° *  [Corporate |State ani
- Aaa local Aaa
(Per cent)
195k - Low 2.85 (L/23)  2.k5 (8/6) 1.90 (9/2) .30 - .30
1957 - High L.k (9/27)  3.76 (10/18) 3.15 (8/29) .60 A7
1958 - Low 3.55 (5/2) 3,07 (L/25) 2,6l (5/1) .22 3h
1959 - High k.61 (12/31) L. 37 (12/31) 3.65 (9/2k) .50 .92
Low - k.09 (1/9) 3.83 (1/2) 3.06 (3/26) .16 .53
1960 - High L.61 (1/29)  L.h2 (1/8) 3.53 (1/7) .59 .92
Low L.23 (9/9) 3.75 (8/5). 2.99 (9/1) .19 .53
Oct. 7 L.28 3.88 3.21 Lo .67
Oct. 14 L.29 3.92 3.2 .37 W71
Oct. 21 L.31 3.93 3.21 .38 .72
Oct. 28 L.30 3.90 3.17 .o .73
Nov. L p/ k.30 3.90 3.16 o W7k
Low.er-gxade
Spread between
. State and
Corporate Aaa and Baa
Date local govt.
. Baa 1/ Baa 3/ Corporate 13::? a:i
(Per cent) :
195k - Low 3.4 (12/31)  2.93 (8/5) .52 .96
1957 - High 5.10 (1.}/29) L.51 (8/29) 1.27 121
1958 ~ Low k.51 (7/11) 3.64 (5/1§ .77 .93
1959 - High 5.32 (12/31) L.46 (7/2 W77 .98
Low 4.83 (b/17) 3.92 (3/26) .56 .79
1960 - High 5.36 (2/12) L.u6 (1/7) 8L 1.08
Low L.98 (9/9) L.os (9/1) .71 .92
Oct. 7 5.09 .15 .81 .94
Oct, 1L 5.12 L.17 .83 .96
Oct. 21 5.12 L.17 .81 .96
Oct. 28 5.13 L.13 .83 .96
Nov. L p/ 5.10 L.11 .80 .95
p/ Prelininary.

y Weekly average of dally figures, Averege term of bonds included s 25-26 years.

2/ Weakly ‘average of dnily figures, The series inoludes bonds due or callable in 10 ysars or more;

3/ Thursday figures, Only general obligation bonds are inoludedi average ters is 20 years,

Note wetitghe and lows are for individial series and may be on different dates for different series.
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Exhibit D - Tables for Exhibit C

Short- and Intermediate-term Interest Rates

Government
= Yields Spread between yields on
Date Dis:ouz; 3-month G-month 3-5 year 3-month bills and yields on
rate bills 2/ | bills 2/ | issues 2/ [6-mo. bills[3-5 yT. issues
(per cent) ’ :
195 - Low | 1.50 .61 (6/11) -- 1,66 (1/30) - .66
1957 - High | 3.50 3.64 (10/18) -- L.ol (10/18) — .86
1658 - Low | 1.75 .58 (5/29) 3.02 (12/26) 2.1k (6/6) . .2 .0
1959 - High | 4.00 L.57 (12/24) L.91 (12/31) 5.00 (12/2L) .79 142
Low | 2.50 2.63 (2/20) 2.92 (1/2) 3.70 (1/2) 19 .
1960 - High | L.00 L4.59 (1/8) 5.07 (1/8) L.97 (1/8) .58 1.81
Low [ 3.00 2.1 (10/28) 2.39 (8/5) 3.47 (9/23) .16 .38
Oct. 7 3.00 2.0 | 2.88 3.60 8 :
et 1l 3.00  2.54 2.88 3.65 J341; 130
Oct. 21 3.00 2.23 2,71 3,62 .18 1.0
Oct, 28 3.00 2,11 2.53 3.57 42 1,46
Nov. L4 p/ 3.00 " 2,20 2.50 3.59 .30 1.39
Private
Spread batween 3-month
. |Stock Exchange| Prime |Finance company| Treasury bill yield and
Date call loan 1/ rate 1/| paper 3/ - finance company
paper rates
(per cent) :
‘1954 -~ Low - 3.00 3.00 1.25 (12/31) 0 (12/18)
1957 - High 4.50 L.so 3.88 (1y15) - .59 (7/19)
1958 - Low 3.50 3.50 1.13 (8/8) -.35 (8/29)
1959 - High 5.00 5.00 L.88 (12/31) .86 (10/9)
Low .00 k.00 3.00 (3/ .13 (12/L)
1960 - High 5.50 5.00 5.13 (1/22) 1.02 (3/25)
Low L.50 4.50 2.88 (11/L) .22 (L/15)
Oct, 7 L.50 k.50 3.19 .79
Oct. 1h L. 50 L.50 3.19 .65
Oct. .21 L.50 L.50 3.15 .92
Oct, 28 L. 50 L.50 2.98 .87
Nov. b p/ L.50 L.50 2.88 .68

y Waekly rute shown fs that in effect at end of pariod. Disoount rate is for Pederal Reserve Hank of Nei York.
Stock exchange call luan rate is going rate on call loans secured by oustonurs' stock exchangs collateral at
New York City banka, Prime rats 1s that chirged by large banks on short-term loans to business borrowsra of
the highest oredit standing. -

g/ Harket yleld; weekly aveinzes computad from daily clesing bid prices. Series of 3-8 year issues aonsiste of
seleated notes and bonts, . .

:_I/ Average of datly rutes pubillshad ty fimnue sompanies for direotly placed paper for varying maturities Ln the

90-179 duy runge. .. .
Dlgltlm*mglﬁmﬁs.ﬁf ::dur::u:: ;::::“l.::?' nmay be on different dates for ™ fferont xeries, For spreads,
http://fraser.stlouisfed.org/
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Exhibit F - Tables for Exhibii E ’ 9.

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 li/ ["others* 5/
{Mi1lions of dollars)
1957-59 - High | 60.51 (7/31/59)  3.07 b3 Ly76L 3,401 1,373
Low 39.78 (12/27/57) L.66 1.k 3,55L  2,L82 - 1,060
1960 - High 59.50 (1/8) 3.18 3.9 L,365 3,198 1,167
Low 53.32 (10/21) 3.62 2.2 4,132 3,00L 1,111
September 5h.81 3.51 2.9 4,282 3,137 1,145
October 53.73 3.59 2,6 n.a. = - n.a. 1,161
Oct, 21 53.32 3.62 2.6 n.a. n.a. 1,145
Oct. 28 53.41 3.63 3.2 n.a. n.a. 1,161
Nov. L p/ 5h.90 3.5L 2.7 n.a. n.a. n.a.

n.8,=-Not available, p/ Preliminary.
1/ Standard and Poor's ~rmposite index of 600.common stocks, weekly olosing prices, 1941-43:10, Monthly data

ars Avorlau of daily figures rather than of Fridays' only, Highs and laws are for Fridays' data only. .
Standard and Poor's cumposite stock yield based on Wednosday duta converted to.weekly closing prices by
hdn‘d. Reserve, Yislds shomn are for datss on whioh price index reachsd its high or low,

3/ iverages of daily trading volume on the New York Stook Exchangs.

4/ End of month figures for membor firms of ths New York Stock Excharge which carry margin nocomn; excludos
balances securod by U, S. Government obligations.

_/ Wedneaday figures for weekly reoporting member banks, Excludes loans for purchasing or oarrying U, S,
Qovernment sscuritiese Prior to July 1, 1959, suoh loans are exoludud only at banks in New York and Chicago,
‘Woskly reporting banks account for about 70 per cent of loans to others, For further detail ses Bullstin.

~

Nonfarm Mortgage Kecordings and Loans 1/

Total Unadjusted
Date f:‘;:‘;::i‘jli‘(/ Unadjusted | FHA A I Conv.
(Millions of dollars)

1959 - Aug. 2,769 2,871 S0k 202 2,165
Sept. 2,650 2,834 510 221 2,103
Oct. 2,639 2,799 523 238 2,039
Nov. 2,589 2,2 Li8 220 1,775
Dec. 2,L85 2,487 L5 2l 1,794

1960 - Jan. 2,487 2,079 ny 195 1,467
Feb, 2,430 2,149 368 170 1,612
Mar. 2,hl1 2,406 ©36L 173 1,872
Apr. 2,100 2,366 336 153 1,878
May 2,416 2,500 322 155 2,023
June 2,L27 2,690 365 175 2,150 .
July 2,493 2,528 362 160 2, 2006
Aug, n.a. 2,784 n7 181 2 186

n.a.--Not available,
y Total recordings data are estimates based on raports from about 450 areas nud inoluds
mortgages of $20,000 or less secured by nonfarm real estate, primarily ‘residentinl proporties.
FHA-1nsured loans represent gross amount of insurance written, and VA-guaranteed loans the gross amoumt
of loans closed,on l-4 family houses. Conventional data are derived as a rasidual, although total
recordings and VA and FHA loans ure not stidotly comparable im concept or timing.
_!/ Three-month moving average, seasonally adjusted by Pederal Resarve.
. v Pedsral Home Loan Bank Board, Pederal Housing Administration and Veterans Administration.
Digitized for FRASER ’ '
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Exhibit ¢

Long-term Corporate and State and Local Government

(In millions of dollars)

Security Offerings and Placements

New capital
~ Corporate 1/ State and local 2/
— T960 ] 1959 ] 1958 | 1960 ] 1959 - .] 1958
January 577 821 728 738 6% 812
February 715 738 623 858 953
March 860 616 1, 5532/ 575 616 551
April 766 89l 1,140 731 932 798
May 567 785 597 550 593 895
June 1,03k 887 887 1,030 1,006 551
- July 7 535 1,07 p/5n. 567 806
August 02l 70 “sio | /%9 516 103
September &/700 703 1,11k p/67 465 651
October /1,000 879 862 e/L0o 537 L56
_ November 864 518 519 L7l
< December 900 920 Lss L35
1st quarter 2,151 2,204 3,139 1,936 2,143 2,276
2nd quarter 2,367 2,567 2,623 2,311 2,531 2,2hh
3rd quarter e/2,L71 1,979 2,760 {p/1,840 1,58 1,860
Lth quarter 2,6l2 2,300 1,571 1,365
1st half L,519 L, 771 5,762 L, 247 L, 674 1,520
Three quarters /6,989 6,750 8,522 |p/6,087. 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 2,150 2,l12 2,586

3rd quarter /2,021 1,716 2,731

Lth quarter 2,503 2,213

Year 8,630 10,429

e/ Estimated. p/ Preliminary. Revised.

1/ Securities and Exchange Commission estimates of net proceeds.

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 of ferings of sales and consumer finance

companies,

N
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H.al o Exhibit H

125
Other Security Otfferings 1/
(In millions of dollars)
Long-tem
Forei, ovemment 2/ Federal apency ?Z .
9 1959 | 1958 _ 1960 1959 19!
Januvary 2 81 196 182 © 199 1,163
February 175 60 53 1% -~ 251
March 70 2 - 150 175 -
April 34 - 58 139 148 -- . 523
May 72 S0 198 35k - em
June o L2 120 - - -
July - 85 9 - - 164
August 1 1 5 199 98 -
September 35, 17 150 -
October . 33 S8 - 220
November . 30 123 - -
December 70 74 .7 86 -
Year su7 992 . 707 2,321
Short-term
[ State and local government L/ Federal agency 3/

January 268 190 233 479 359 371
February 35 L8 Léo Y 500 208
March 365 295 273 511 L89 1l
April - 365 563 387 186 209
May 351 L1l 354 ggg 675 161

June 297 2ls 26l 435 289 329
July 280 2L6 289 1§ CoTe7 L37
Aupust 505 Lé7 k23 iea 365 206
September : p/is2 399 369 296 665 330
October 235 231 733 LSk
November P 3h3 115 471 11k
December 358 L3 . 288 137
Year 1,179 3,910 6,007 3,098

p/ Prelintwary.
. 1/ Data presented 1n this exhibit differ from thoss in Exhibit F in trat refunding issuns, an wsll as naw

enpital {ssues, sre inoludsd. Long-term sacuritiss are definad as thosa matw:ing in more thar ona year,

2/ Inoludes securities offured in the Uritod Statas by foreign goverrmonts and their rubdivisions and by
interpational organiiations. Zourcs: Securities and Exchrage Commiasiorn.

3/ 1sauas not guarentcad by the U, S, rment. Sourass  longetem, Securities and Exohange Cor=ni sstong
short-term, Federal Reserve,

4/ Primatpally tsx and bond antlolpation notes, warrants or aertificates ard Public Housing Authorisy
noten,” In some instances PHA £ates inoludad may have a gomewhat longer tera thin one yoar, Sources Bond Buyer, .
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. Exhibit I

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

Ceen

. Proceeds of Large Issues Offered ¥
3
(Millions of dollars) A
A State and o
Month Corporate Zocal government Other 2/ gﬁ;
1959 - October Loo 294 20
November Lol 163 -
December 230 217 . 70
1960 - January 279 . 388 100
February 262 283 320
March 38k 225 191
April : 309 370 71
May 139 23l 28
June Lh2 561 30
July 303 191 -
August 581 298 75
September 266 367 25
October 566 L6 77
—~ Large Individual Issues Offered November 1 through L
(Amou.nt Coupon
: millions rate or |[Offering
Issuer Type 3/ s Maturity( o Cere yield Rating
dollars) est_cost
CORPORATE -
United Gas Corp. 1st mtg.coll.
. tr.bds. 30.0 1980 5 L.88 A
United Gas Corp. S.F, deb, 30.0 1980 : 5-1/8 5.05 Baa
Pacific Gas & Elec. Co. 1st ref.mtg.bds.60.0 1992 L-5/8 L.63 Aa
Commercial Credit Co. Sen. notes 50.0 1980 L-3/L 4.83 --
STATE AND LOCAL GOVERNMENT
Cook County, Ill. Rev.-S.T. 25.0 1961-75 3.16 1.70-3.35 A
Trenton, New Jersey G.0. 10.9 1961-85 3.05 1.60-3.25 Aa
OTHER
None i
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Footnotes

y Includes corporate and other security offerings of 5 million and over; State-
and local government security offerings of $10 million and over.

2/ 1Includes foreign government and International Bank for Reconstruction and
Development issues and non-guaranteed issues by Federal agencies.

3/ 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,-S5,T., revenue bonds secured by revenue from specific taxes only; Rev.-Rent,, -
revenue bonds secured solely by lease payments.
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1l Exhibit J
Forthcoming Large Long-term Public Seéurity Offerings for New Capital
(Other than U. S. Treasury) 1/
Expected Proceeds from Forthcoming Lai-ge Issues
Daring month Tollowing ~Subsequent o
Date of | date shown date_shown
computation State and ] ; State and
Corporate !local ovt, |Other 2/ |Corporate |7 07 O vt.lo&her 2/
1959 - Oct. 30 385 ns - 509 336 -
Nov. 30 226 295 70 271 485 - 70
. Dec. 31 210 Lhs 30 280 5L 30
1960 ~ Jan. 29 207 210 L5 252 310 1
Feb, 29 301 255 35 372 385 k11
Mar, 31 299 250 . - 3hh 280 -
Apr, 29 202 2l3 - 357 258 -
May 31 483 277 30 553 502 - 60
June 30 237 180 30 Les 380 30
July 29 596 275 - 1,006 32k -
Aug. 31 216 283 - 731 283 -
Sept, 30 576 212 7 836 336 127
Oct. 31 Lo 258 50 585 391 50
Forthcoming Large Offerings, as of November L
Amount
Approximate date
Issuer Type (millions erin :
of dollars) of off 8
CORPORATE
New Jersey Bell Telephone Co. Deb. 20.0 Nov. 15
Idaho Power Co. . lst mtg. bds. 15.0 Nov. 16
John Deere Credit Coxp. Deb. 50.0 Nov. 16
Wisconsin Elec. Power Co. 1st mtg. bds. 30.0 Nov. 17
B. F. Goodrich Co. b. ' 60.0 Nov. 17
Consolidated Edison Co. of N, Y, fLst ref. mtg. bds. 75.0 Nov. 23
Northern Natural Gas Co. S.F. deb. 20.0 Dec. 7
Northern States Power Co. 1st mtg. bds, 35.0 Dec. 7
Consumers Power Co. 1st mtg, bds, . 350 Dec. 13
Commerce Oil Refining Corp. Deb., bds. & com. L5.0 Indefinite
Liverian Iron Ore, Ltd. Bds. & stk. 30.0 Indefinite
+#Beneficial Finance Corp. . 50.0 Indefinite
#United Airlines P Conv. sub. deb, 25.0 Indefinite
STATE AND LOCAL GOVERNMENT
State of Mississippi G.0. 12,0 Nov. §
Los Angeles Harbor Dist., Calif, Rev, 12.0 Nov. 15 :
New York State Housing Fin. Agency Rev. 100.0 Nov. 15 }
Port of Los Angeles, California Rev, -Ut, 14.0  Nov. 15 i
State of Massachusetts G.0. 3L.8 Nov. lg
R 1: . : G.0. .l Nov. L
Dig itize 15 R B B : » oV )
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Forthcoming Large Offerings, ‘a8 of November L (Cont'd)

Amourty Approximate date
Issuer Type (millions
of dollars)A of offering

STATE AND LOCAL GOVERNMENT (Tont'd)

Florida Development Comm, Rev,-Ut. 1b.5 Nov. 30
San Diego Sch. Dist., Calif. G.0. 10.0 Dec. 6
#Maryland State Roads Comm. Rev, =S.T. 12.5 Dec. 7
Los Angeles Dept. of Wtr. and Pwr.,

California Rev, <Ut. ~ 12,0 Indefinite
Orleans Parish School Dist., La. G.0. 10.0 - Indefinite
Kentucky Tumpike Auth, Rev. 55.0 Indefinite
Dade County, Florida G.0. L6, Indefinite

OTHER
Tennessee Valley Auth. Bds. 50.0 Nov. 15

#--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.

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

Note.--Deletions for reasons other tnan sale of issue: None.
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. Exhibit K

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

Z-tated offering yields

BRI IRET T e i

] Aa-rated offering yields
Amount above Amount, above
Date Actual Actual
seasoned yields seasoned yields
(per 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
éug;' 4.83 23 g B
ept. . .
oct. 5,157/ 36 533 13
Nov, :;5.08 lgz 515 p
Dec. .30 3 . 1
1960 - Jan. 5,302/ 28
Feb, 5.09 L5
Mar. L.82 25 L.97 9
Apr. k.91 37 5.l 35
May 10 L.88 32
12 5.10 26
o 25 _ 5.20 33
: June 17 L.95 11
28 — 4.82 25
29 L.8L 27
July 8 L.93 11
13 4,88 8
Sept. g bés 4.80 2l
. 27
0 528 ﬂg%/ 1{;
ct., .63 2
2 h.673; 22
Nov. L L.88 26

¥--Single observation, not an average.

y Covers only 30-year first mortgage bonds, as xeported 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 differ=
ences between these new of fering ylelds and ylelds on seasoned issues of similar
quality for the same day. Average maturity for the seasoned issues varies from
26 to 28 years.

g/ Provides for a S-year period during which issue may not be called for refunding
at a lower coupon rate. Monthly averages so marked include one or more issues

Digitized for¥ithnsyechoa provision. Other issues have no such provision.
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November 7, 1960

Part II - Canada =17-

Money and Capital Markets During October

Interest rate trends in Canada and the United States diverged
sharply during October. Canadian interest rates rose while those in the
United States declined. As a result, Canadian bill rates rose substantially
above the comparable United States rates and the spread in favor of Canadian
bonds widened. Between the end of August and October 13, Canadian b:L'I.l
rates had actually been below United States rates. .

With lower United States and higher Canadian bill rates, a
substantial incentive to hold Canadian bills reappeared in the latter part
of October. Where there was a net incentive of 0.23 per cent in-favor of
the United States bill on September 28, there was an advantage of 1.05
per cent in favor of the Canadian bﬂl by October 27.

Government bond yields rose generally from the 1960 lows recorded
during Septemb During October, there was a rise of nearly 50 basis
points in yields" ‘of intermediate bonds and of about 25 basis points in
lont-term issues. Yields on provincial and industrial securities rose by .
about 12 basis points.

The rise in Canadian ylelds during October was in part in re-
action to the sharp declines of the preceding month. Money market factors
contributed to the upward pressures as the chartered banks sold Treasury
bills in preparation for their annual (October 31) closing of their books.
Delayed distribution of last month's CNR issue was an added market factor.
Prices of industrial stocks declined further during the month.

The exchange rate,at 102,38 (U.S. cents), at the end of October
was at about the September 30 level. The price of gold certificates on
the Toronto exchange rose as high as $Lly per ounce on October 20 but de-
clined to $36.17 by October 28,

Money market. There was a sharp rise in short-term interest
rates in C during October even though the Bank of Canada made sub-

stantial purchases of Treasury bills. The yield on the Canadian short
Treasury bill rose from 1.68 per cent on September 22 (the low for the year)
to 3.03 per cent on October 27 (see Table). During this period the 6-month
Treasury bill also rose from a low for the year of 1,99 per cent on
September 22 to 3.3L per cent on October 27. The average yield on the day-
to-day loans also rose through the month from 1.15 per cent during the

week ending September 28 to 2.95 per cent in the week ending October 26.

During the month the chartered banks sold $54 million of Treasury
bills and the Bank of Canada purchased $66 million, Part of the chartered
bank selling during this period is attributable to the closing of their
accounts for the year ending October 31,
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In mid-October, for the first time in eight weeks, the Canadian 4
. bill rate rose above the U.S. bill rate. On October 27, the Canadian é&
’ yield exceeded the U.S, yield by 0.93 per cent. :By~comparison 6n
September 22, the Canadian bill yield was below the U.S. bill by 0.82 per
cent. The large spread favoring the Canadian bill, combined with a small
premium on the forward Canadian dollar, brought the incentive to hold the
Canadian bill on a covered basis above 1 per cent at the end of October,
- for the first time since June 1959 (see Table and Chart).

Yields on short-term commercial paper by major Canadian and
U.S. acceptance houses also moved in favor of the Canadian paper in
October. Canadian short-term yields exceeded U.S. yields by as much as
1.50 per cent by end-October compared with September 22 when U.S. yields
were about 0.75 per cent over Canadian yields.

. Canada over
Canada United States  United States
Sept. 22 2,00-2,50 3.00 -0.75
29 2,00~2,50 2,75 -0,50
Oct. 6 2.50-3.00 2.75 0
13 2,75-3.00 2,75-3.00 0
20 3.25-2,13 2.13 +1,12
27 3.50-2.00 2.00 +1.50

Bond market. Bond yields for all maturities moved sharply upward
in October after reaching 1960 lows in the previous month. The spread
between selected comparable Canadian and United States securities (Thursday
yields for bills and Wednesday yields for bonds) was: as follows:

Oct. 27 t. 29
91-day bill +0.93 -0.66
182-day bill +0.8L -0.78
8-year bond +0,76 +0.52
20-year bond . +1.04 +0,91
35-year bond +1,16 +1,01

During October the chartered banks purchased $126 million of bonds, the
general public purchased $72 million, and the Bank of Canada purchased
$6 million. There was a large increase in total Government bonds out-
standing during the month as a result of the large $250 million CNR issue
of September, a large part of which entered the market in October.

The rise in bond yields through October was not restricted to
Government issues. The average of LO bond yields, including Provincials,
Municipals, public utilities, and industrials, rose 9 basis points from
5.35 per cent on October 1 to 5.4l per cent on November 1.
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Oct. 1 Nov. 1
(per cent)
10 Provincials 5.28 5.40
10 Municipals 5.61 5.60
10 Public utilities 5.29 5.38
10 Industrials s.2L 5.39
4O Bond yield average 5.35 o

Source: McLeod, Young, Weir Co,

The rise in bond yields in October reflects in part the relatively
tight market with some new securities being issued and the distribution
delays in the recent CNR issue., The new Toronto issue was also expected
by the market. According to A. E. Ames, new security issues during. the
month totaled $554 million, compared with about $2.L billion in the July-
September quarter. There were no placements in the United States since
the end of June. .

The new $29.35 million Toronto issue was offered last week and
is reported to have attracted interest from U.S. financial institutionms.
The issue includes the following offerings:

$3.8 million, S-1/L per cent, l-to-15 year serials placed privately .
$0.6 million, 5-1/4 per cent, due October 15, 1965, at 99-3/h

to yield 5.31 per cent.
$2.3 million, 5-1/k per cent, due 1970, at 98-1/2 to yield 5.4S per cent.
$15.7 million, 5-3/8 per cent, due 1980, at 97-1/L to yield

5,605 per cent,
$6.7 million, 5-3/8 per cent, due 1990, at 97 to yield 5.58 per cent.

A $1,8 million York County (Ontario), 5-3/L per cent serial debenture was
also offered to yield 5.78 per cent on 1 to 5 year maturities and 5.80
per cent on 6 to 20's,

General bank loans and money supply. General bank loans,
seasonally adjusted, showed no change last month after rising for seven
straight months. Total loans outstanding, seasonally adjusted, are
currently $4,971 million compared with $L,771 million in February 1960-and
a record high in August 1959 of $5,006 million (see Table).

The money supply excluding Government deposits rose $79 million
from the end of September to October 19. During the current fiscal year
which began April 1, there has been a $708 million increase in the money
supply, an expansion of 5.l per cent (see Table).

Foreign exchange. Dur:Lng the month the spot rate on the Canadian
dollar fluctuateg within narrow limits between a low of 101.91 (U.S. cents)

on October 17, and a high of 102.L48 (U.S. cents) on October 31. During
September, when the Canadian dollar declined from 103.03 (U.S. cents) on
September 1 to 102,36 (U.S. cents) on September 30, there was a $23.3
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million decline in official holdings of foreign exchange reserves, re-
flecting a $10 million decline in gold and a $13.6 million decline in

U.S. dollar holdings. Private short-term U.S. dollar holdings increased
during the May~August period, but the August increase was at a considerably
slower rate then the previous months.

Change in Official Holdingsl/

Change in short- Change in

3

Of which term U.S. dollar private

U.S. ! holdings--priyvate short-te:

Total Gold dollars and official? holdinga3
May -101.5 -23.3 -78.2 + 37 +115.2
June +33.6 ' -12.2  +45.8 +108 + 62.2
July + 56,7 - 3.3 +50.0 +150 +104.0
Aug. + 16.0 - 2,1 +18.1 +21 + 2.9

Sept., - 23.3 -10.0 ~13.6

1/ Source: Bank of Canada, Statistical Summary.

2/ Source: Federal Reserve Bulletin.

_3_/ Difference between total private and official short-term holdings
and total official holdings.

Stock market. Industrial stock prices on the Canadian exchanges
declined through October. The lows of the last week were almost 2 per cent
below the highs in early October compared with a difference of almost
S per cent between high and low in the New York Standard & Poor index.

The following table compares changes of industrial stock prices in the
Toronto and Montreal exchanges with the Standard & Poor index:

- New York
Toronto Montreal Standard & Poor

1960 - High 532,56 271.1 60.51
Low L72.38 250.3 55.98

Oct. 7 k90,25 262.5 57.20
12 1488.38 262.6 57.34

17 487.06 262,y - 57.88

21 1486.06 261.1 56.143

2l 482,57 259.8 55.75

26 481,31 259.4 56.18

28 483.50 260.8 56.57

The volume of “sales on the Canadian exchanges declined through
most of October while interest rates were rising, and reached a low of
$3.3 million in the third week but recovered to $10.L4 million in the last
week of the month. The following table shows the total weekly volume of
stock sales in millions of Canadian dollars on the Canadian exchanges:
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Week Volume

Sept. 36-30 $10.1 million
Oct. 3-7 9.8
11-14 (k-day .
week) 6.8
17-21 3.3
2428 10.k

British Commonwealth Section
Division of International Finance
Board of Governors of the Federal Reserve System
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_22- Selected Canadian Money Market and Related Data ]
Net incen- i
3-mo. Treas. bills Canadian dollar tive to f:
Spread Spot 3-mo, discount (~) hold . -
"3 v over.5. _ 6 ferward premtum(+)d/ _ bille 3
1959 - High 6.16  L.L9 2.96 105,51 - -
Low 3.25° 2,80 0.30 102,58 - - -
1960 - High 5.1k he63 1,01 105,27 - 0.99 1,05
Low 1,68 2,10  -0.82 102,16 -— -0,72 -0.57
Sept. 29 1,70  2.33  -0,66  102.28 102,38 0.3 -0.23
Oct. 6 2.20 2,47 =027 102,20 102,33 0,49 0.22
13 ST 2,48 2,60 -0,12 102,16 102,27 0.43 0,31
20 : 2,87 2,12 0,75 102,39 102,39 0.0 0.75
27 3.03 2,10 0,93 102,30: 102,33 0.12 1,05
Nov. 3 3,22 2,21 1,01 102.80 102,70  -0.37 0.6l

3/ Average yleld at weekly Tonder on “Thursday.
/ Composite market yield for the U.S. Treasury b:lll on Thursday close of business,

T/ 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 (columm 3), plus 3-month torward discount or

premium (colum 6).

Selected Government of Canada Security Yields

. Intermediata Lo g~-term bonds
6-mo, Treas. bills bonds (8 7o
pre
Canada over over Canada over
PV AR Y A VA VA Vi . T Y .
1959 - High 6.2l - 5.27 - 5 30 -~ 5.05
5,11 o 4o30 - Loy - L.73
1960 - High 5,33 0,85 5.55 1,11 | 5.2 1.22 5.28
Low 1.99 -0,86 L0g 0,21 k63  0.85 4.68
Sept. 28 2,05 -0.78 bo09 0,52 Le66 . 0.91 .70
* Oct. 6 2552 =0.35 Le23 0,57 Lhe.72  0.87 L7l
13 2,82 =0.03  L4o27  0.37 L.77°  0.87 L8k
20 - 302k 0,50 Loy 0,69 L.87 0,97 ho92
27 3.34 0.8k L.55 0,76 h.92 1.0k he93—
Nov. 3 3,51 1,03 ho62  0.81 L.89  1.0h4 k.92

Average yleld at weekly tender on Thursday.
1I{ Spread between Canadian auction rate and composite market yield of U.S.
b: on close of business Thursday.
Government of Canada 2-3/k per cent of June 1967-68,
Spreed over U.S. Government 2-1/2 per cent of 1963-68.,
y Government of Canada 3-1/L per cent 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 overU.S. Government of 1995,
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Canada: Changes in Distribution of Holdings of Canadian

Government Direct and Guaranteed Securities

-23-

ons al an s, par value)
Bank of Canada Chartered banks . General public
. Government, as. . Savings Treas.

1960 bills Bonds Total Bonds  bonds bills Bonds
January -89 -1 -2 +81 o+ L + 3 +19  +95
February + 55 -103 -23 -115 + 79 -29 + 59  +165
March +1h1 - 6l - Sk -1 + 17 -3l -7 +98
April + 69 +23 -9 - Lo - b - 26 -1 +30
May -9 + 1 - 8 + 78 + 9 - 29 297 -18
June B %7 - ko -5 + 27 -3l - 8 +L6
July +19 + kLo + 51 -3 - 28 -19 -58 -54
August - 23 + 3l + 78 + 36 - 12 - 26 ~h2 -80
September - L3 - 2 + 6 + 90 + U5 -1 -l -3
October + 66 + 6 + 37 -S4 +126 -5 0 +72

urce s . , Wee atistics,
Total Currency Outside Banks and Bank Deposits
Excluding Government Deposits
‘(millions of Canadian dollars)
Currency Deposits Total " Change
Dec. 31, 1959 1,789 10,956 12,745 -
March 31, 1960 1,715 10,936 12,651 - 9k
June 30, 1960 1,767 11,126 12,893 +2l42
Sept. 30, 1960 1,767 11,513 13,280 +387
Oct. 19, 1960 1,786 11,573 13,359 +79
Source: Bank of Canada Statistical Summary.
General Bank Loans Seasonally Adjusted
(millions of Canadian dollars)
Change from

Total outstanding

previous period

1959 - Aug.

1960 - Feb.
March
June
Sept.
Oct.

+
+
+

235
15
80

105

0

Source: Bank of Canada
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-SELECTED CHARTERED BANK ASSETS
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