- Capltod D ifyor .

Not for Publication —_—
December 27, 1960
DECONTROLLED AFTER SIX MONTHS
H.1L (Next issue: January 9, 1961)

CAPITAL MARKET DEVELOPMENTS
IN THE UNITED STATES AND CANADA

Part I - United States

Few security issues were offered during the week preceding
Christmas. Proceeds from two State and local revenue issues aggregated
$77 million; no large corporate issues were publicly offered, but $67.5
million in promissory notes of the New York World's Fair 1964-5 Corporat ion
reached the market. No large issues are scheduled for the final week of

1960.

Bond yields - Yields on top quality long-term bonds changed
little during the week. Yields on high-grade State and local issues rose
one basis point while those on both corporate and long-tem U. S. Govern-
ment issues remained unchanged. There were further declines in ‘the yields
available on lower grade issues--slight in the case of corporate bonds
but substantial for Baa-rated State and local issues. .

Short~ and intermediate-temm interest rates - Last week, rates
on U, S. Government three- and six-month bills declined moderately, and
a further decline in yields available on three- to five-year issues brought
rates for this maturity to a new low for the year. A sharp decline of
15 basis points was recorded for directly placed finance company paper.
Other short-term interest rates were unchanged.

Mortgage yields - Yields available on FHA new home mortgages
in the private secondary market continued to decline last month and are
estimated at 6,05 per cent in November, down L basis points from the
October average. Average yields available on top-rated new corporate
issues in November were virtually unchanged at .59 per cent, and the
spread between mortgage and bond yields narrowed slightly.

Stock prices - On balance common stock prices, as measured by
Standard and Poor's index of 500 stocks, increased slightly last week,
closing on Friday at 57.LL4. Trading remained active with daily volume
averaging 3.5 million shares, down only slightly from the high volume
of the preceding two weeks.

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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; Mk Exhibit B - Tables for Lxhibit A
% Long-term Bond Yields
% High~grade
Spread bet
1 Date Corporate ‘U, 8, Govt. 1&:? a:: U.p;?aﬂowe.":::
H Asa 1/ long-term 2/ | “pce 2§° *  [Corporate e an
{ Aaa - local Aaa
(Per cent)
© 195k - Low 2.85 (/23)  2.L5 (8/6) 1.90 (9/2) .30 30
. 1957 - High L. (9/27)  3.76 (Jl.ylﬂ) 3.5 §3/29) .0 A7
1958 - Low 3.55 (5/2) 3,07 f 25) 2,64 (5/1) . 22 .
1959 - High b.6L (12/31)  L.37 (12/31) 3.65 (9/2h) - .50 .92
Low - .09 (1/9) 3.83 (1/2) 3.06 (3/26 .16 .53
1560 - High L.61 (1/29)  L.u2 (1/8) 3.53 (1/7) .59 .92
Low - L.23 (9/9) 3.75 (8/5) 2.99 (9/1) .19 .53
Nov, 25 L.32 3.94 3.12 .38 .82
Dec. 2 4.33 3.97 3,14 .36 .83
Dec. 9 L.35 3.94 2,11 Ll .83
Den, 16 L.3L 3.86 3.11 .L8 .75
Lec. 23 p/ L.3h 3.86 3.12 .18 STl
Low?r-grade
y Spread between
. State and
Date Cg:golr;te localeg::t. Aaa and Ba:a e
Baa 3/ Corporate |y oy govt.
(Per cent)
195L - Low 3.1 (12/31) 2,93 (8/5) 52 .96
1957 - High 5.10 (].}/29) 4.51 (8/29) 1.27 1,21
1958 ~ Low k.51 (7/11) 3.64 (5/1; .7 93
1959 - High 5.32 El? 31) L.h6 (7/2 7 .98
Low 4.83 (L/17) 3.92 (3/26) .56 .79
1960 - High 5.36 (2/12) L.L6 (1/7) 8L 1.08
Low L.98 (9/9) 3.98 (12/22) .71 .86
Nov. 25 5.08 L.07 .76 95
Dec. 2 5.10 L.o7 .77 93"
Dec. 9 5.11 L.06 .76 .95
Lec. 16 5.10 L.06 .77 .95
Dec. 23 p/ ) 5.09 3.98 .75 .86
p/ Prelintnary,

1/ Veekly average of daily figures. Average term of bonds included is 25426 years, .
2/ Weskly average of dnily figures, The series inoludes bonds dus or callable in 10 ysars or more.
3/ Thursday figures, Only genersl obligation bonds are inoluded; average term is 20 years,
Note ,~liighs and lows are for individul series sad may be on differsnt dates for differsnt seriss.
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Exhibit D - Tables for Exhibit C

Short- and Intermediate-term Interest Rates

Government s
- N Yields Spread between yields on
Date D:'::g“;/" 3-month 6-month 3-5 year -month bills and yields on
bills 2/ bills 2/ issues 2/ [6-mo, bills]|3—5 yr. issues
(per cent) )
1954 - Low | 1,50 .61 (6/11)  -- 1.66 (L/30) - .66
1957 - High | 3.50 3.6L4 (10/18) -- L.ok (10/18) - .86
1558 - Low | 1.75 .58 (5/29) 3.02 (12/26) 2.1k (6/6) .26 .ol
1959 - High | 4.00  h.57 (12/24) L.91 (12/31) 5.00 (12/24) .79 1.k2
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 2.11 (10/28) 2.39 (8/5) 3.L6 (12/23) .16 .38
Nov. 25 3.00 2.38 2,71 3.72 .33 1.01
Dec. 2 3.00 2.35 2.70 3.75 .35 1.Lo
Cec. 9 3.000 2.28 2,62 3.59 .3b 1.31
Dec. 16 3,00 2.25 2.50 3.19 .25 1.2k
Dec. 23 p/ | 3.00 2.2, 2.k2 3.L6 .18 1.22
Private
Spread between 3-month
Stock Exchange{ Prime |Finance company| Treasury bill yield and
Date call loan 1/ | rate 1/| paper : finance company
paper rates
(per cent)
1954 ~ Low - 3.00 3.00 1.25 (12/31) 0 (12/18)
1957 - High k.50 L.50 3.88 (11/15) .59 (7/19)
1958 - Low 3.50 3.50 1.13 (8/8) -.35 (8/29)
1959 - High 5.00 5.00 4.88 (12/31) .86 (10/9)
Low é,,;oo k.oo 3.00 (3/6) .13 (12/L)
1960 - High .50 5.00 5.13 (1/22) 1.02 (3/25)
Low L.50 .50 2.88 (11/L) .22 (L/15)
Nov. 25 L.50 L.so 2.5L .56
Dec. 2 L4.50 L.50 2.9h .59
Dec. 9 L.50 L.50 3.01 .73
Dec. 16 4.50 L.50 3.06 .81
Dec. 23 p/ .50 k.50 2.91 .67

1/ Veskly rate shown 1s that in effect at end of peried. Dissount rate is for Pederal Peserve Bank of New York.
Stock axohange call luan rate is going rate on call loans secured by custonsrs' stook exchangs collateral at

New York City banka,
the highast oredit standing.

Primo rate 1s that churged by large banks on.short-tera loans to business borrowers of

2/ HMarket yleld; weekly averngzes computed from daily clesing bid prices. Series-of 3-5 year 1ssues conslste of

sslsoted notes and boniy,
Yy

90-179 duy runge.

http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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Exhibit F - Tables for kxhibii E

Stock Market

° Stock ] Corzmoln de:'.ngy Stock market customer credit
D ock price stocl volume Customers? Bank
ate index 1/ yields 2/{(millions | Total |debit bal-| loans to
(per cent)|of shares) ances L/ [V"others" S/
{(Mi11lions of dollars)
1957-59 - High  |60.51 (7/31/59)  3.07 L3 L76k 3,01 1,373
Low | 39.76 (12/27/57)  L.66 LL 355, 2,82 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
October 53.73 3.60 2.6 L,29L 3,133 1,161
November 55.47 3.51 3.1 L,29k 3,10 1,153
Dec. 9 56,65 3.4h 3.7 n.a, n.a. 1,15)
Dec. 16 . 57.20 3.ko 3,6 n.a. n.a. 1,158
Dec. 23 p/ 57.0k - 3.39 3.5 n.a. n.a.  n.a.

n.a,~-Not available. p/ Preliminary,

1/ Stundard and Poor's rrmposite index of 500 common stocks, weekly olosing prices, 1941-43s10, Monthly data
are averages of dally figures rather than of Fridays' only. Highs and lows are for Fridays! data only. .

2/ Standard and Poor's cumposite 8took yleld based on Wodnosday data converted to waekly olosing pricas by
Puq.u.l Reserve, Yields shown are for dales on whioh price index reached its high or low,

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

4/ End of month figures for member firms of the Naw York Stook Exchange which carry margln acoounts; excludes
balances seoursd by U. S. Govermment obligations.

5/ Wednesdsy figures for weckly reporting member banks, Excludes loans for purchasing or oarrylng U, S.
Government securitiess Prior to July 1, 1959, such loans are exolud:d only at banks in New York and Chicago.
Weekly reporting banks aocount for about 70 per cent of loans to others, For further detail sea Bulletin.

Mortgage and Bond Yields 1/

FHA Aaa corporate Spread between new
Date bonds 1 corporate bonds and
mortgages 2/ New 3/ |Seasoned L/|FIA mortpages]Seasoned bonds
_58 - high 5.63 (11/57)  L.BL (6/57) h.12 (9/57)  1.96 .90
e 1.56 (2/95)"  2.7h (3/5L) 2.8k (W/5k) .5k -2
1959-60 - High 6.2l (1/60)  5.29 (9/59) L.6L (1/60)  1.76 ) .ga
Low 5.57 (3/59)  L.29 (2/59) h.12 (1/59) .83 .
’ 8
- Jul 6.17 L.b9 L.bL 1.68 .0l
150 Augzst 6.13 L.37 .28 1'266 . .gg
September 6,11 L.L5 L.25 1. .
October 6,09 L.6o L.30 1.1‘2 . gg
November 6.05 L.59 L.31 1.h . )
h higher for mortignges than

1/ Neither mortgage nor bond ylelds take imto account sorvioing costo whioch are mucl
bonds, Generally, bonds pay interest cemi-annually; mortgages, monthly, Mortgage yields, if computed as squivalent
to a semlannual intarest investment, would be slightly higher than given in ths table,

2/ Bagad on FHA fiold-offics opinions about average bid prices in the private seocondary market for new-home
mortgages for immedinte delivery. Since late 1955, date relate only to 25-year mortgnges with dovmpayments of 10
per oent or more, weighted by probable volume of transnotions, Yields computed by FMB, assuming 25-ycar mortgases
are paid off 3n 12 yonrs, Dasnhed linas indicate periods of adjustmont to changes in the contractusl interost rate,

3/ First Fational City Bank of Naw York. Averages of offering yields of ell new fasues of publioly-sold bonds
rated Ma, Aa or A by Moody's Inventors Service (exoept sarial and convertible issues and offerings of matural gas
and foraign compunies) woighted by nize of issue, Yields-on Ae and A iu;u:: are first ndzu:t;dn:: nn'::x':::;:: ve

1 0se on Aar-rat:d bonds. -
PR e R R S i oy ;

Dlgltlzed MI“‘FR'AS'ER"" Sarvice, HMonthly avereges of daily
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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-8 7 Exhibit G

Long~term Corporate and State and Local Government
Security Offerings and Placements

(In millions of dollars)

New capital
Corporate 1/ State and local 2/
1960 [ 1959 [ 1958 1960 | 1959 | 1958
January 577 821 728 739 6% 812
February 715 738 857 623 858 953 i
March 860 616 1,559 | 582 66 . s
April 766 L 1,10 731 932 198 !
May : 567 785 597 550 %3 895 ¢
June 1,03k 887 887 1,033 1,006 551 g
July 727 535 1,107 572 567 806
August, 962 7ho sho 602 516 Lo3 5
September 738 703 1,11k 687 L6s 651 *g
October p/965 879 862 p/320 597 56 4
November e/875 86l 518 &/500 519 L7h {;g
December &/850 900 920 &/500 hss L35
1st quarter 2,151 2,204 3,139 1,943 2,143 2,276
2nd quarter 2,367 2,567 2,623 2,314 2,531 2,2Lk
3rd quarter 2,k27 1,979 2,760 1,862 1,58 1,860 €
Lth quarter /2,690 2,642 2,300 [e/1,320 1,571 1,365 '
1st half Ls,519 L,771 5,762 L,257 Ly, 67l 14,520
Three quarters 6,9L5 6,750 8,522 6,119 6,222 6,360
Year /9,635 9,392 10,823  |e/7,L39 75793 7,746
/'Excluding finance companies L/ ‘

1st quarter 1,722 1,999 2,899
2nd quarter 2,150 2,ln2 2,586
3rd quarter 2,017 1,716 2,731
Lth quarter Ip/2,290 2,503 2,213
Year p/8,179 8,630 10,429 !

&/ Estimated. 2/ Prelininary. i

1/ Securities and Exchange Commission estimates of net proceeds.

_/ Investment Bankers Association of America estimates of principal amounts.
Includes $718.3 million AT&T convertible debenture issue.

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

companies, -

N

Digitized for FRASER
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h.1h Extibit g -9~

Other Security Offerings 1/
(In millions of dollars)
Long ~tem
Foreign govemment 2/ J'ederal arency 3/ ‘
1960 | 1959 ] 1950 1960 ] 1959 ] 1956
January 2 81 96 | 182 199 1,163
February . 175 0 - 53 ° 150 -— 251
; March 70 2 - 150 175 -
% N .
i April 3k 58 139 148 -= . 523
Iy 72 % 198 3 = e
i June Lo L2 120 - [ -
)
| July ’ 25 85 9 -~ - 16l
August 1 1 5 199 96 -
September’ 36 35, 17 — 150 -
October 3L -3 58 160 - 220
November 30 123 /100 -- -
December 70 N g -
Year 547 992 707 2,321
Short~term =
State and local zovernment L/ Federal ajpency 3/

. January 268 190 233 L79 359 371
February 345 L28 L6o N 500 208
March 365 295 273 511 18y ik
April 365 563 357 5 L6 209
May 31 0 L 354 622 o715 161
June 297 2Ls 261, 1435 289 329
July : 280 2li6 289 312 727 . h377
Aupust 505 L67 L23 168 365 206
September 199 9 36 296 665 330
October 25k 23% 231 2 733 LSk
November p/l18 3h3 a5 282 L7 11k
December 358 2L3 288 137

Year _ 1,179 3,910 6,0k 3,095

p/ Prolinimry.
y nta presanted in this exhibit differ from thexy in Exhibit F in that refunding 1stuns, an well na new

onpital iasuns, ere inoludsd, Long-term ssouritios ars definad as theaa mitnring in more thar one year.
_/ Inoludns securitics offured in tho linitod Statec by forelzn govorrmants nnd thair ruodivisions end by

interratlonnl organliatlona., Zeuras: Securities amd exu\\r-w-,n Commission,
y L3auns not puarentaad by “he U, S. Governnont. Samrasr  lons=tepm, Sosrue ltlcs and Exonane Cornfnsiong

ahort-terin, Faderal Resorve,
4/ Prinaipally tax and bond antlolpation notss, warrants or cortificates ard Public Housing Authorl4y
roten.” In some instancas PHA rates insluded may hava a zomevhat longer tarm than ons year., Sources Fond Buyac,

Digitized for FRASER
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Exhibit I

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

Proceeds of Large Issues Offered

(In millions of dollars)

#

State and H

Nonth . Cozporate local govemment Other 2/ &

L

1959 - November 421 ) 163 -

December 230 217 70 H

1960 - January 279 388 100 &

February .262 283 320 ;‘

March 38k : 225 191 H

April 309 370 7 £

May 139 23} 28 ¥

June Lh2 561 30 H
July 303 191 -
August 581 298 75
- September 266 367 25
October 566 L6 77
November L65 186 150

Large Individual Issues Offered December 1 through 23

4

Amount Coupon q
(millions rate or [Offering 3
Lssuer Type 3/ of Maturity| ot inter-| yield Rating &
- dollars) est _cost ;
iL,-
CORPORATE :
Southermn Bell Tel. & Tel. Deb. 75.0 1997 5 L.85 Aaa a.
Northern States Pwr., Co. 1st mtg. bds. 35.0 1990 S 5.00 Aa b
Potomac Electric Pwr. Co. |1lst mtg. bds. L0.0 1995 5 L.95 Aa %
Consumers Power Co. 1st mtg. bds. 35.0 1990 L-5/8 L.63 haa B
Beneficial Finance Corp. Deb. 50.0. 1981 L-7/8 L.95 - &
Public Service Elec. & Gas | Pfd. stk. 25.0 ’5}5
o
STATE AND LOCAL COVERNMENT B
San Diego Unif. Sch. Dist. v 4
California G.0. 10.0 1963-81 3.43  2.20-3.65% A
Maryland St. Rds, Comm. ev, -S.T. 12.5  1962-76 - 3.29  1.50-3.35 ha
Public Housing Auths. - 97.6 1961-2001 3.L9 1.50-3.65 Aaa
State of Michigan Rev, -Ut. 25.0 1963-8L 3.69 2.20-3.85 A
State Colleges of Calif, ev.-G.Ut. 1k4.2 1962-98 __ 3.50 n.r. -
Okla. City Hetro. Improve-
ment Auth., Okla. Hev.-Ut. 62.8 1971-2000 n.a. 3.L0-L.20 A

Digitized for FRASER
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Large Individual Issues Offered December 1 through 23 (Cont'd)

~11-

(Amnunt Coupon
millions 3 rate or (Offering 5
Issuer Type 3/ of Maturity net inter-] yield Ra'gmg
dollars) est cost
OTHER

Federal Land Banks Bds. 5 196l L L.08 -
Federal Land Banks Bds. 31.0 1962 3-3/8 3,78 -
New York World's Fair

196L4-5 Corp. . Prom. notes 67.5 6 6.00 -

n.r,--Not reoffered.
n.a.--Not available.

1/ Includes corporate and other security offerings of $15 mllllon and over; State
and local government security offerings of $10 million and over.
2/ Includes foreign government and Intermational Bank for Reconstruction and -

Development issues and non-guaranteed issues by Federal agencies.

3/ 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,-G.Ut., revenue bonds secured only by revenue from quasi~
utilities; Rev,-S.T., revenue bonds secured by revenue from specific taxes

cnly; Rev.-Rent,, revenue bonds secured solely by lease payments.

L/ 1/l per cent obligations of 1982 were not reoffered.

Digitized for FRASER
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-12- ixhibit J

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

Expected Proceeds from Forthcoming Large Issues x
During month following Subsequent to £
Date of date shown ) date shown g
computation Corporate iﬁ?::f ;%.'Other 2/ |Corporate E;::;;;St. Other 2/ g\ﬁ
1959 - Nov. 30 226 295 70 271 185 70 i
Dec. 31 210 Lk5 30 280 545 30 o
1960 - Jan. 29 207 210 Ls 252 310 s E\'&gé
Feb, 29 301 255 3% 372 385 35 nd,
Mar, 31 299 250 - 3Lk 280 ~— )
Apr. 29 202 2li3 -~ 357 258 -=
May 31 1483 277 - 30 553 502 &
June 30 237 180 30 Lss 380 30
July 29 596 275 - 1,006 324 -~
Aug. 31 216 283 -- 731 283 -=
Sept. 30 576 212 77 836 336 127
oct. 31 Lho 258 50 585 391 50
Nov. 30 260 2l2 - 335 560 -

Forthcoming Large Offerings, as of December 23

Amount
Issuer Type (nillions |Approximate date
of dollars)| of offering
CORPORATE
Texas Eastern Transmission Corp. Pfd. stk. 15.0 Jan. 18
Texas Eastern Transmission Corp. 1st mtg. p.l.bds. 30.0 Jan. 19
Lone Star Gas Co. Com.™stk. 20.0 Jan. 23
(rirhts expire)
Brunswick Corp. . Conv, sub, deb. 25.6 Jan. 2
(rights expire)
shimerican Telephone & Telegraph Co. Com. stk. &/600.0 Harch
_ (rights expire)
Commerce Gil Refining Corp. Deb., bds. & com. L5.0 Indefinite
Liberian Iron Ore, Ltd. Bds. & stk. 30.0 Indefinite .
*healty Collateral Corp. Coll., tr. notes 20.0 Indefinite

iontgomery ward Credit Corp. Leb. 25.0 Indefinite

w@iontgomery wWard Credit Corp. | Sub. deb. 25.0  Indefinite
SIATE AND LOCAL GOVERMMENT
+#Fulton Co., Georgia G.0. 14.5 Jan, S
State of Connecticut G.0. 29.0 Jan. 5
sPort of New Orleans, La. G.0. 17.0 Jan. 9
Los Anpeles, California G.0. 30.0 Jan. 10
State of California G.0. 95.0 Jan, 11
*State of Oregon . G.0. 30.0 Jan. 17
Digitized§tate RA tewR¥ork c-0. 56.2 dam. 17 —

http://fraser.stlouisfed.org/
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J-2 ‘ .

Forthcoming Large Offerings, as of December 23 (Cont'd)

Amount Approximate date
Issuer Type (millions
of dollars)| Of offering

STATE AND LOCAL GOVERNMENT (Cont'd)

Pennsylvania St. Pub. Sch. Bldg.Auth] Rev.-Rent. 23.0 Jan. 18
#New York City, New York G.0. 76.5 Jan. 2l
#State of Maryland G.O. . 20.3 . Jan, 24
#Baltimore, Maryland G.0. k7.0 Feb.

Los Angeles Dept. of Wtr. & Pwr,,

Califomia Rev, -Ut. 12.0 Indefinite
Orleans Parish School Dist., La. G.0. 10.0 Indefinite
Kentucky Tumpike Authority Rev, 55.0 Indefinite
Dade County, Florida G.0. L6.0 Indefinite
New York State Housing Fin. Agency Rev, 100.0 Indefinite

QTHER

None

#--Included in table for first time.
e/ Estimated.
1/ Includes corporate and other issues of #l5 million and over; State and local
government issues of $l0 million and over.
2/ Includes foreign govemment and International Bank for Reconstruction and
Development issues and non-guaranteed issues by Federal agencies.
Note, --Deletions for reasons other than sale of issue: State of New Mexico's
$16.1 million bond issue--secondary sale of bonds held by State investment
accounts,
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Exhibit K

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

TRy T e

‘ Za-rated offering ylelds | A-tated offering yields
Date Actual | Amount above |, .. ., | Amount above
. . seasoned yields seasoned yields
, (per cent) |\ ats points) |(P°F °€™)|(basis points)
1952-1959 - High  [5.30 (12/8/59) 67 5.65 (9/18/59) 123
. Low 2.93 (3/31/54) -3 3.00 (3/17/5k) -15
1959 = July ’ #.93 . 3 5.07 17
Sogt .5 2 #5.65 @
€pl. .
oct. 5.13%/ 36 5.33 13
Nov. :g.oe 22 ois
Dec. .30 X} . 1
1960 - Jan. - 5,302/ 38
Feb, 5.09 L5 -
Mar. | L.s2 25 L.97 9
Apr. L.91 37 5.1k 35
May 10 1.88 32
12 1 s.10 26
25 5,20 33
June 17 k.95 11
28 4.82 - 25
S 29 L.8L 27
July 8 4.93 11
13 .~ L.88 8
Sept. és L6 1.80 2l
3 . 27
o, 20 tgs-g/ u
ct, .63, 2
h.67.2f 22
Nov. L .88 26
16 ° L.78 33
17 4.85 . bo
18 . 5.05 L3
Dec. ] 5.0 B¥ '

l---§j.ngle observation, not en average.
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 differ-
ences between these new- of fering yields and ylelds on 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 S-year period during which issue may not be called for refunding
iqiti coupon rate, Monthly averages so marked include one or more issues
Dlgltl.zed for m,ﬁc!hﬁn provision, Other issues have no such provision.
http://fraser.stlouisfed.org/
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December 27, 1960

Part II - Canada

With the announcement of the supplementary budget on December 20,
the spot Canadian dollar endured its sharpest decline in recent years.
The transactions on the bond market were especially large and yields tended
to rise generally. The yield on Treasury bills continued its decline
and, principally due to a sharp increase in the discount on the 3-month .
forward Canadian dollar, the net incentive to hold the Canadian bill fell
by over 75 basis points. The Canadian stock exchanges continued to rise
generally. through the week ending December 19.

Money market. The yield on Canadian Treasury bills continued
its December decline reaching 3.46 per cent at last Thursday's auction,
compared with 3.69 per cent in the previous week (see Table). The yield
on the 6~month bill also declined to 3.68 per cent from 3.91 per cent the
week before (see Table). During the week the chartered banks purchased
$18 million of Treasury bills while sales were made by the general public
of $11 million and the Bank of Canada of $5 million; the Government account
sold only $ million of Treasury bills (see Table). The average closing
rate on day-to-day loans was 3 10 per cent compared with 3.25 per cent a
week ago.

The spread at last Thursday's auction in favor of the Canadian
over the United States short Treasury bill dedlined to 1.2l per cent from
the previous week's 1.4l per cent (see Table). The discount on the 3-month
forward Canadian dollar increased sharply from 0.35 per cent in the pre-
vious week to 0,91 per cent, thus reducing the net incentive for foreign
investors to hold the Canadian bill to 0.33 per cent compared with 1,09
per cent in the week before.

Bond market. Bond yields strengthened in. the shorter maturities
in response to heavy sales by the Bank of Canada. Yields in the inter-
mediate maturities eased slightly while yields on bonds of longer maturities
tended to rise (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 parenthesis refer to the
previous week): .

1.2l per cent on a 91l-day bill (1.kl)
1,26 per cent.on a 182-day bill (1.LS)
0.92 per cent on an 8-year bond(0.99)
1,36 per cent on a 30-year bond (1.37)
1.56 per cent on a 35-year bond (1.52)

During the week the bond market was active with the Bank of Canada making
substantial purchases of bonds with maturities of over two years and sales
of bonds in the shorter maturities, the net effect resulting in sales of
$9 million (see Table). The general public made net sales of $62 million,
the Government accounts sold $102 million and the chartered banks sold
$23 million.
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The Province of Manitoba has made a $15 million offering of bonds
in two maturities; $3.5 million, 5-1/2 per cent 5-year bonds at par and
$11.5 million, 5-3/L per cent 20-year bonds at 99 to yield 5.83 per cent.

A e R

New Brunswick Electric Power Commission made a $15 million (U.S.)
offering of 25-year, 5-1/L per cent bonds at par, guaranteed by the Province.

Supplementary Budget. On December 20 the Minister of Finance

submitted The supplementary budget to provide for the financing of measures

- introduced in November to spur the level of economic activity. It indicates
increased expenditure and decreased revenue with a deficit of $268 million
(see Table). The new budget includes measures to discourage borrowing
from abroad by removing preferential tax treatment given to certain foreign
investors and introducing new taxes on such investment. Other new tax
measures were designed to encourage domestic investment.

Stock market. Industrial stock prices on the Toronto exchange
continued to rise through the week ending December 19, while the Montreal
exchange declined slightly at the end of the period. Industrial stock
prices in New York reached their highs for the year during the week.

New York
Toronto Montreal Standard & Poor
1960 - High 532.56 271.1 60.70
Low L72.38 250.3 55.98
Dec, 12 507.38 267.L 60.34
13 508.00 268.7 60,37
1l 509.25 268.6 60.31
- 15 509.46 269.3 60.10
16 510.9) 269.6 60,70
19 511.Lh 268.5 60.62

’ Foreign exchange. The spot rate on the Canadian dollar fell
sharply upon the announcement of the supplementary budget to 101,28 U.S.
cents last Thursday from 102.25 U.S. cents the week before (see Table).
The discount on the 3-month forward Canadian dollar increased to 0.91

per cent on Thursday from 0,35 per cent in the previous week.

British Commonwealth Section

Division of International Finance

Board of Governors of the Federal Reserve System.
v
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Selsoted Canadian Money Market and Related Data

R XD TR SN

¢ : B ) Net incen-
i -mo. Treas. bills ___Canadian dollar tive to
H e Moo count (=) hold .
! %/ usY overus. _g/ fomward premtun(s)}d D
" 1959 - migh 6.6 k9 2,96 © 10851 == - -
! Tow ,3.25 2.80 0.30 102,58 - - -
1960 - High 5.1  L.63 1.62 105.27 - 0.99 1.99
Low 1.68 2,10 -0.82 101.28 - -0.91 -0.57
Dec. 1 3.95  2.33 1.62 102.22  102.11 0.3 1.19
; 8 3.70 2.26 ° 1.uh 102,34k 102,16  -0.73 0.71
15 3.69  2.25 .k 102.25° 102,16  =0.35 1.09

2 306 0 2.22 124 101.28 101.03  -0.31 0.33

a/ Average yleld at weekly Tonder on_Thursday.
i _/ Composite market yleld for the u.s. Treasury bill on Thursday close of bue:l.mu.

In U.S. cents,
/ Spread between spot rate and 3<month forward Canadian dollnr on Thursday

,'olouing » expressed as per cent per annum,
o/ Spread over U.S. Treasury bill (column 3), plus B—umth termd dilcount or

fpremium (colum 6), °

Selected Government of Canadas Security Yields

60, Treas. bills m”‘g““ m'
ettt =l
Y Y PGy

1959 - High = 6.2L 5.27 5 30 - 505 - =
Low S.11 - LhesO - - bo73 -
1960 - High  5.33 1,37 5.55 1.1 . s.uz 1.36 5,28 1,61
Low 1.99 -0.86 L.09  0.21 L.63  0.85 L.68 - 0.95
Deco 1 14s07 1.37 Le72  0.72 5,21  1.28 5.6  1.3h
8 3.92 1.3 Le73 0.81 5.17  1.2% 5.8  1.L1
15 3.91 S5 b1 0.99 5,18  1.37 5.18 1,52
22 3.68 1.26 L69 0,92 5.19 1.36 .5.23 - 1,56

§7 Average yield at weekly tender on TRUrsday.
Sprud bohnon Canadian auction rate and composite nu-lnt y:h].d of U.S.

on close of business Thursday.
o/ Government of Canada 2-3/L per cent of June 1967-68,
Spread over U.B. Government 2-1/2 per cent of 1963-68.
!/ Government of Canada 3-1/4 per cent of October 1979,
¥/ Spread over U.S, Government 3-1/L per cent of 1978-83. .
Government of Canada 3-3/L por cent of Septenber 1996 - March 1998,
.Spread’ over U.S, Government of 1995, : v
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Canada: Changes in Distribution of Holdings of Canadian
Government Direct and Guaranteed Securities
(miilions of Canadian dollars, par value)

P Bank of Canada Chartered. banks . Gensral public
' Treas, Government Treas, Savings Treas.
bills Bonds Total bills Bonds bonds  bills  Bonds
Oct. 20 + 27 - L + 23 - 20 +23 + 2 - b - L2
Y + 6 + 9 - 16 + 12 + 3  +20 -24
Nov. 3 -1 - 5 + 6 + 8 +19 + 9 + 6 - 17
10 -1 -1 + 2 + 6 + 7 +199 - 6 - 7
17 + 3 + 10 -1 - 28 + 6 +151 + 26 -17
2k + 1 -3 + 8 - 30 -3 +271  +29 - 5
Dec. 1 + 10 + 3 + 2 -21 + 8 + b + 3 -27
' 8 + 9 - 3 - L -7 - 28 - bk + 1 + 31
15 - 2 +« 1 -~ 6 - 13 -5 - 13 + 19 + L
22 -5 -9 ~103 + 18 - 23 -1 -11- - 62
Bource: Bank ol Canada, weekly Finanolal statistics,

Summary of Canadian Supplementarj Budget, December 20, 1960

Revised Accounts for Fiscal Year 1960-61

Forecast on Revised
) March 31, 1960 forecast
- . ($ million)
Before tax changes
Total expenditures $5,880 $5,980
Total revenues 5,892 5,680
Surplus (+) or A
deficit (=) +#4 12 -$ 300
After tax changes .
Total expenditures $5,980
Total revenues 5,694
Surplus (+) or
e deficit (-) . - -$ 286

ﬁet cash requirements for the year remain unchanged at $210 million.
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