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) o ] DEVELOPMENTS ~ ~
P N THE UNITED STATES AND CANADA ,
P CoE Part I - United States

No large corporate security issues have been offered to the
public since mid-February and nene are scheduled for sale this week.
Large State and local government bond issues totaling $182 million
were sold last week. Included in the total is a New York State Power
Authority  §100 million bond issue which was sold by negotiation.
The calendar for this week includes State and local government issues
with proceeds of $87 million, :

Long-tern bond yields = Changes in bond yields were mixed,
but minor, last week, Yields on corporate bonds continued.to decline;
those on lower grade State and local government bonds remsined stable,
while yields on U. S. Government and high-grade State and local govern-
ment obligations increased slightly. Yields on corporate Aaa's reached
their 1960 lows last week. Other categories of seasoned bonds remained
above the levels reached last fall.

During February, yields on all types of outstanding long-term
bonds declined. The decline was L basis points for State and local
governments, 8 for corporates, and 13 for U, S. Government bonds., Since
the end of 1960, however, yields on State and local governments have
risen .slightly, long-term Government yields have declined on balance very
little, and those on corporates have dropped moderately.

Short- and intermediate-term interest rates - Yields on Treasury
bills and intermediate-term issues increased last week. Rates on directly
placed finance company paper of 3 to 6 months maturity were also increased
again, For the week ending March 3, the average yield for this paper was
2.8 per cent--18 basis points higher than a week earlier. Other short-
term money rates were unchanged.

During the month of February, yields on both 3-month and 6-
month Treasury bills continued to rise; those on 3-5 year issues declined.
At the end of the month, yields on bills were about 30 basis points higher’
than at the end of January and nearly 4O basis points higher than at the
end of 1960. After increasing 25 btasis points in January, rates on 3-5
year issues dropped 9 basis points in February. Rates on directly placed
finance company paper increased 18 basis points in February, but at the
end of the month they were still below the level prevailing at the end
of December.

FNMA_secondary market operations - Secondary market operations
of FNMA continued in January to reflect easing in the mortgage market.
Sales rose further and purchases again declined. Offerings of mortgages
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to the Association for immediate delivery declined while applications
for standby commitments remained about the same as in December,

March security volume - Sales of corporate securities to raise
new capital in March are expected to total $500 million, one-fourth
smaller than in February and two-fifths smaller than in March 1960, .

The calendar of large issues scheduled for public offering is particularly
small; however, the volume of takedowns of private placements is

expected to be seasonally large. ~New financing of $500 million in

March would bring the first quarter issue total to $1.7 billion, one-
fourth less than the volume in-the first quarter last year and the
smallest quarterly total since 195L.

State and local govermnment security financing is estimated
at $650 million in March. This total would be slightly more than in
February, and one-eighth above March 1960. Included in the March
estimate is a $100 million veterans' bond issue by Kentucky which is
expected to be sold by negotiation near the end of the month. For the
first quarter, State and local govermment bond issues are expected to
total $2.0 billion, about the same as the. year before.

Stock prices - Stock prices continued to advance sharply
last week in record trading activity. Standard and Poor's index of
500 stocks closed at 63.95 on March 3, two per cent higher than the
week before, Trading volume averaged 5.4 million shares a day.

After declining in mid-February, stock prices resumed their
advance to new highs. Prices increased 3 per cent further in February.
(In Januvary they advanced 6 per cent,) Trading activity in February
averaged 4.9 million shares a day, the largest since the early 1930's..

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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Exhibit B - Tables for Exhibit A 5=
Long-term Bond Yields
High-grade —
State and Spread between
Corporate U. S. Govt. local U. S. Govt. and
Date Aaa 1/ long-term 2/ government Corporate [State and
Aaa 3/ Aaa - local Aaa
(per cent)
»
19_51; -~ Low 2,85 (4/23) 2.45 (8/6) 1.90 (9/2) .30 .30
1957 - High L.l (s/21)  3.76 (10/18) 3.L45 (e/29) .60 .50
1958 - Low 3.55 (s/2) 3.07  (4/25) 2.6l (spn) .22 3h
1959-60 - High L.6L (1/29/60) L.L2 (1/8/60) 3.65 (9/24/59) .59 .92
1961 - High L.3L (1/6 3.92 (1/20) 3.16 (2/2) .50 .76
Low L.23 (3/3)  3.76 (2/2L) 3.12 (2/23) Lo .6l
Feb, 3 k.30 3.88 3.16 2 .72
Feb, 10 L,28 3.8L 3.1k Lb .70
Feb, 17 L.27 - 3.81 3.1h L6 .67
Feb. 2L L.,25 3.76 3.12 Lo L6l
kar. 3 p/ h.23— 3.77 3.13 L6 .6l
Lower grade
St.até and Spread between
Corporate local Aaa and Baa
Date Baa 1/ government State and
Baa 3/ Corporate local govt.
(per cent)
195k - Low 3.4k aym) 2.93 (g/5) .52 .96
1957 - High 5.10 (11/29) L.5L (8/29) 1.27 1.21
1958 - Low L.51 (/1) 3.64 (s/1) 7 .93
1959-60 - High - 5.36 (212/60) L.u6 (1/7/60) .8l 1.08
1561 - High 5.12 (1/27) L.09 (2/2) 8L .93
Low 5.04 (3/3) k.03 (1/5) Th -50
Feb, 3 5.10 L.09 .80 .93
Feb, 10 5.07 L.05 .79 91
Feb, 17 5.07 k.05 .80 .91
Feb. 2L 5.06 L.05 .Bl‘ .93
Mar, 3 p/ 5.04— L.05 .81 92

p/ Prelicinary,

1/ WVeekly aversge of daily figures, Aversge term of bonds included is 25-26 ysars,

_‘aj Weekly average of daily figures. The series includes bonds dus or callable in 10 years or more,
_/ Thuraday figures, Only gemral obligation bonds are included; average term is 20 years,
Note,e-Highs snd lows are for individual series and may be on different dates for dil‘nrnnt nﬂu
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EXHIBIT C

'SHORT- _AND ‘JH‘E_R_MEDIA'I'E- TERM _INTEREST RATES .
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Exhibit D - Tables for Exhibit C 7=

Short- and Intermediate-tem Interest Rates

Government
Discount Yields Spread beiueen yields on
Date rate 3-month 6-month 3-5 year ~month bills and yields on
1/ bills 2/ bills 2/ issues 2/ [6-mo, bills|3~5 yr. issues
] (per cent) : .
1954 - Low 1.50 6L (6/m) - 1.66 (4/30) - .66
1957 - High 3.50  3.64 (10n8) == Lok (107128 - .86
1958 ~ Low 1.75 .58 (s720)  3.02 (12/26) 2.1k (e/6) .26 .0l
1959-60 - High| 4,00  L.59 tm c0) 5.07 (1/8/60) 5.00 (12/24/59) .79 1.8
1961 - High n.a. 2,56 (3/3)  2.75 (3/3) 3.59 (1/20) .25 1.0
Low na. 2,17 (1/27) 2.k2 (1/27) 3.39 (1/6) .17 .93
Feb, 3 3.00 2,29 2.49 3.57 .20 - 1.28
Feb, 10 3.00 2.35 2.55 3.56 .20 1.21
Feb, 17 3.00 2.lo 2.59 3.56 .19 1.16
Feb, 2l - 3,00 2,51 2.68 3.L8 .17 97
Alr, 3p/ 3.00 2,567 2.715 3.9 .19 .93
Private
Stock Ex Spread between 3-month
toc change| Prime [Finance compuny|Treasury bill yield and
Date call loan 1}/ | rate 1/ paper 2?1 finance company
paper rates
(per cent)
1954 - Low 3.00 3.00 | 1,25 Qaz/31) 0 (12218)
1957 - High 4.5 L. 50 3.88 (11/18) .63 (11/22)
1958 - Low 3.50 3.50 1.13 (s/8) -.35 (v/20)
1959-60 - High 5.50 5.00 5.13 (v/72/c0) 1.02 (3/25/s0)
1961 - High n.a, n.a. 2,8k (3/3) .56 (1/20)
Low n.a, n.a, 2,63 (2/17) 15 (2/2k)
Feb. 3 L.50 L.50 2.6L A2
Feb, 10 L.50 L.50 2,63 .28
Feb, 17 L.50 L.50 2,63 .23
Feb, 2L L.50 k.50 2,66 .15
Mar, 3 p/ L.50 L.50 2.84 .28

y Weokly rete shown is that in sffect at end of period, Disoount rate is for Federal Reserve Bank of New York,
Stock Exohange call loan rate is going rate on okll loans ssoured by oustozers’ ctook exclange collsteral at
Naw York City banks. Prime rate is that charged by large benks on shorteterm loans to businers borrowers of
the Mghest credit standing. .

2/ MHarket yleld; weskly averages computed from daily closing bid prices, Series of 3-5 year issuss consists of
selected notes and bonds, :

3/ Average of daily rates published by finance companies for directly placed papsr for warying maturities in the

90-179 day renge. .
Note,-~Highs and lows are for $ndividual series and may be on different dates for different series, For spreads,
high refers to widest, and low to mrrowest.
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CHANGE IN_ SERIES.

EXHIBIT E
STOCK MARKET ~
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Exhibit F - Tables for kxhibit E -9-

Stock Market

1957-60 - High | 60.51 (7/31/s9)

Common Trading Stock market customer credit
Date Stock price stock volume 3/ Customers' Bank
index 1/ - yields g{ (millions Total debit bal- | loans to
. (per cent) {of shares) ances L/ {"others" 5/
{In millions of dollars)

L, 76l (+/59) 3,lb1 (4/89) 1,373 (5/59)

3.08 boo -
Low 39.48 (12/20/57) L.72 1.4 3,55L (1/s9) 2,L82 (12/57) 1,060 (11/57)

1961 - High 63.95 (3/3) 3.04 s.h n.a, n.a. 1,172 (1/6)

Low 58.48 (1/6) 3.32 3.6 _n.a. n.a. 1,159 (2/17)
January 59.72 3.28 L2 bylaé 3,253 1,163
February . 62,17 3.13 L.9 n.a. n.a, 1,166
Feb, 17 62,10 3.13 L.6 n.a. n.a. 1,167
Feb, 2 62,8l 3.10 5.2 n.a, n.a. 1,166
Mar., 3 p/ 63.95 3.04 S.h n.a. n.a. n.a.

n.s.eoNot available, p/ Prolinirary,
1/ Standard and Poor's ccmposite index af SUO geomon stocks, waekly olosing pricss, 1941-43520. Monthly data are

http:/Araser:stiouisted.orgl/ = ; . : > e
Federal Reserve Bank of St. Louis

averages of daily figures rathor than of Fridey's only, Highn and lows are for Pridays' data only,

g/ Standard and Poor's ocmposite stock yleld based on Wednesdsy data converted to weckly closing prices by Federal
Recerve. Yislds shotm are for dates on which priot index reached its high or low,
:_l/ Avereges of daily trading volume on the New York Stock Exchange,
y End of month figures for member firms of the New York Stock Exchange which carry margin accountsj exoludes balances
sscured by U, S, Governuent obligations, ) ’
§/ Wednesday figures for weekly roportirg member banks, Exoludes lozns for purchasinz or carryirg U, S, Government
socurities. Prior to July 1, 1959, such losns are excluded only at banks in Now York and Chicrgo, Weekly reporting
banks aceount for about 70 per cont of loans to others, FPor furtler detail see Bulletin,
Federal National Mortgage Association Secondary Market Operations 1/
. Estimated Offerings to FNMA Purchases Sales
Date Total Immediate | Standby by by
purchase |commitment FNHA INMA
(In millions of dollars)
1960 - Jan, 137.6 128.3 9.3 8.1 . -
Feb. 135.8 128.9 6.9 116.7 -
Mar, 133.2 12L4.6 8.6 135.0 -
Apr, 103.5 96.2 7.3 102.6 )
May 98.5 93.8 L7 /91.5 3.6
June 99.9 93.7 6.1 €0.8 1.0
July 88.0 82.9 5.1 93.7 3.2
Aug. 10k4.0 89.1 14.8 75.6 1
Sept. 73.0 69.8 3.3 63.0 .8
Oct. 83.2 68.6. 1.6 58.8 1.1
Nov. 61.7 - 56.9 L.8 r/5L.2 8.9
Dec. 53.3 5L.L 1.9 Ls.s5 23.3
1961 - Jan. 50.1 48.1 2.1 .2 26.2
;}.L::n‘:::rﬁ?;\?&pdd principal tslanses of the mortgages involved, exolusive of preniuns, dis~
* ocounts, or other charges. Offeringu are arounts of applications received during the pericd from
sellers proposiig that FNWU execute purchasing contracts, An {mmediate purchase contract covers
exigting mortgages which the seller must deliver to FIMA within 45 days. A standby commitment
ocontract relates to proposed mortgages, on housing not yst under construction, which the seller
must usurlly delive> within one yoar. Puroheses inoclude those under both imsediate purcrases and
Digitized for FRA y commtment comtracts, Data exclude FNMA activity under Special Assistance and Hamsgemert

a quiating Progrems,
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Exhibit G
Long-term Corporate and State and Local Government
Security Offerings and Placements
" (In millions of dollars)
New }:apii,al
Corporate 1/ State and local 2/

1961 | 1960 | 1959 1961 ] 1560 | 1959
January /500 « . 517 821 &/725 739 639
February /650 715 738 /600 623 858
March /500 60 6L6 /650 582 646
April 766 8ol . 3L 932
May 567 785 550 593
June 1,034 887 . 1,033 1,006
July 727 535 572 567
August 962 740 602 516
September 738 703 689 Lés
October o7k 879 Tk s
November 959 86l 502 519
December 876 900 p/L8L Lss
1st quarter e/1,650 2,151 2,204 e/1,975 1,943 2,143
2nd quarter 2,367 2,567 2,316 2,531
3rd quarter 2,427 1,979 1,863 1,548
Lth quarter 2,709 2,642 p/1,322 1,571
1st half L,519 4,771 L,259°  L,67h
Three cuarters 6,9L5 6,750 6,122 6,222
Year 9,655 9,392 p/7,Llb 7,793

txcluding finance companies 3/

1lst quarter /1,350 1,722 1,599
2nd quarter 2,150 2,112
3rd quarter 2,017 1,716
Lth quarter &/2,309 2,503
Year e/8,158 8,630
e/ Estimated. Preliuinary.
Z_L/ Securities and &xchange Commission estimates of net proceeds.
2/ Investment Bankers Assoclation of America cstimates of principal amounts
3/ Total new capital issues excluding offerings of sales and consumer f{inance

companies,
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H.Y Extibit H
Other Security Offerings 1/’
(In millions of dollars)

- Long -texm §
Fore!.gxf govermnment 2/ . Federal arency 3/ .
’ . 9' . 1959, 9 9 1059 19! —_
danvary 2. 0L . 196 182 .99 1,163 -
. February 175 & - 53 | 1% == ‘251
. March - 70 2 - - 150 . 175 -
L April . E .58 139 18 - . 52
May | A ¢ 0. 198 sk - s
June ko k2 120 - — e
§ duly 1 25 8s 9 - - 164
i August . 1 1 5 199 98 . -
g September 36 35, . 17 -~ 150 -
October . 3L 13 58 160 - 220
November 2, 30 123 149 - -
December J 'hl» ] 74 .18 86 , -
Year 533 . sk ) ’ 992 1,672 1o _2,32}
Short-term a 5 == o
|[-State and Tocal government L/ Fedoral apency 3/

January 268 190 233 u79 3. an
it February . 3ls .28 Léo L75 500 208
; March 368 295 273 s11 Lo9 R
CKpril- 368 563 37 .| s09 L6 209
May 351 -y 354 632 075 161
. June 297 a5 26l k35 . 209 329
Jily 280 226 . 289 | 3 721 37
Ajust 505 L67 L23 1468 365 206

September .. 199 399 369 “296 665 330

I . . )

Gotober 25 235 231 o2l 1 733 Ul
November bg9 313 s 282 47 . 114
December 9% 358 243 177. 208 137

, Year L L,006 . Lare 3,910 ) 607 6,007 3,098

2/ Proliatnary, i .
. 1/ mta presented 4n this exhidis differ fron thess tn Exhibis R 4n ttas refunding $stuns, an will as naw
eapital fesues, are fnoluded, . Long-term securitiss are dufinad as those maturing in more thir ona year, X
2/ Inoludas securities offared {n $he nited States by forsign govorrmants and thele subdivisions end by
internatlonnl organitatlons, tnuresr Securitfes and Zxuhenge Cownisnlon, N
" 3/ L3ouas not guarestesd by the U, S, Govzarmyent, Sourast -lémgetam, Seourities and Pxohange Corafasten)
hort=term, Federal Raserve, v . .
;. £4/:Prinalpally tax and bond antlelpation notes, warrants or esrtiffcates arAd Public Housing Authorify
nateds.” In sone {natanses PHA:rotes 4naluded may have & sosevhat longer term than one yoar. - Sowrcer Tond Bujee.
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Exhibit I

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

Proceeds of Large Issues Offered

- (In millions of dollars)
State and
Month . Corporate local Other 2/
P government
1960 - February 262 283 320 )
March - 38k 225 191 ;
-April 309 370 7L £
May _ 139 23l 28 §
June : A2 561 0 A
July 303 191 - i
August 581 298 75
. September 266 - 367 25
October 566 L6 7
November 465 186 150
December- 260 222 99
1961 - January 147 391 -
February 267 360 -

Large Individual Issues Offered February 1 through March 3

. Amount Coupon N
millions rate or |Offerin X
Issuer Type 3/ ( of Maturity|nes “inter-| yield & Rating
dollars) est cost
CORPORATE !
Consolidated Nat, Gas Co, Deb, L5.0 1986 b-3/8 . L.33 Aaa |
Southern Co. Com. stk. 37.0 }
Chesapeake & Potomac Tel, Deb, 20.0 1998 L-3/8 4,30 Aaa ¢
Puget Sound Pwr. & Lt. Co.|lst mtg., bds, 15.0 1991 L-5/8 L.65 A H
Gen. Motors Accept. Corp. Deb, 150.0 1983 4-5/8 L.67 — '

STATE AND LOCAL GOVERNMENT

State of Connecticut G.0. 29.0 196L4-80 2.83 1.90-3.10 Aaa
Houston Ind., Sch. Dist.,

Texas G.0. 14,0 1963-89 3.30 1.70-4.00 A
Milwaukee Co., Wisc. kev, ~Ut. 10.3 1962-8L 2.87 1,50-3.15 haa
Kentucky Tumpike Auth, ‘ .

Term Rev.-Rent. 2.2 2000 11,86 k.80 _

Serial Rev,.-Rent. 17.8 1965-8Y 3.50-4.60 -~
Chicago - O'Hare Int'l

Airport i Rev,-Ut, - 25.0 1999 L.66 4.50 -
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Large Individual Issues Offered February 1 through March 3 (Cont'd)
Bl

Amount Coupon
millions ate or |Offerin
Issuer Type 3/ ¢ of © Maturity ne: int:r- yield g Rating
dollars) est_cost
STATE AND LOCAL GOVERNMENT -
Cont'd
State of North Carolina G.0. 10.0 1962-80 2.86 1.10-3.00 Aaa
State of Texas G.0. 12,5 1966-96/75 3.26 2,10-3.L0 Aa
St. Louis, Missouri G.0. 15.8 1961-81  2.9L 1.50-3.10 Aa
Baltimore, Maryland G.0. 32.6 1962-93  3.12 1.50-4.20 Aa
Dallas, Texas Rev, -Ut. 9.8 1961-81  2.97 1.30-3.20 Aa
G.0. 9.2 1962-81  3.03 1.50-4.00 4
Alabama Education Auth. Rev.-Q.Ut. 30.0 1962-81/66 3.36 1.50-3. 50 Aa
Prince Georges Co., Md. G.0. 11.4 1962-86  3.29 1.50-4.20, , A
Shelby Co., Tenn, G.0. 11.0 1962-86  3.12 1.60- h.20 Aa
N. Y. State Pwr. Auth.
Term Rev.-Ut.  80.0 2006 .76 3.75 -
Serial v 20,0 1965-19 ' 2.50-3.l0 -
Chicago, I11. Rev, -Ut. 30.0 1962-85  3.53 1.50-3.60 A

OTHER

None

1/ Includes corporate and other security offerings of §15 million and over; State

and local government security offerings of $10 million and over.

2/ Includes foreign government and International Bank for Reconstruction and
Development issues and non-gnaranteed 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.-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.

L/ 1/k per cent bonds maturity 1985-86 not reoffered.
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ab- Exhibit J

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

Expected Proceeds from Forthcoming Large Issues

. During month following Subsequent to
Date of . date shown date shown
computation Corporate ]S_:::]e_ :‘; Other 2/ |Corporate f;i:; ;“oISt. Other 2/

1960 - Feb, 29 301 255 35 372 385 35
Mar, 31 299 259 - Einn 280 S --
Apr. 29 202 243 -- 357 258 -—
tay 3L L83 277 30 553 - 502 Y]
June 30 237 180 30 Lss 380 30
. July 29 596 275 T 1,006 32 -
Aug. 31 216 283 - 73L 283 -—
Sept. 30 576 212 17 836 336 127
" Oct. 31 Lo 258 50 585 391 50
Hov. 30 260 212 -~ 335 560 --
Dec. 30 91 At - 1,036 682 -
1961 - Jan, 3L 110 181 - 1,046 360 -
“ Feb, 28 55 307 - 1,125 638 -

Forthcoming Large Offerings, as of March 3

. Amount . :
Issuer Type (millions App;o;(fu;at;date
: . |of dollars)| ° eTing
CORPORATE
B3
American Machine & Foundry Co. Conv. deb, 39.5  Mar, 16 &
(rights expire) pt
 Southwestern Public Service Co. 1st mtg. bds. 15.0 Mar, 23 %
*Southern Calif, Edison Co, 1st ref, mtg. bds. 30.0 Apr. 5
American Telephone & Telegraph Co. Com. stk, : /975.0  hpr. 1L %
(rights expire) Y
Commerce Oil Refining Corp. Deb.,-bds, & com. L5.0 Indefinite 1
Realty Collateral Corp. Coll, tr. notes 20.0 Indefinite &
STATE AND LOCAL GOVERNMENT E
Commonwealth of Puerto Rico c.0. 10.0  Mar. 7 b
Denver, Colorado —~ G.0. 15.0  Mar, 7 2
State of New Jersey G.0. 20,9  Mar, 7 £
St. Paul, kinnesota G.0. 10.6  Mar, 8 i
Duval Co., Fla, G.0. 15.0 Mar, 1L L
Wash, Sanitation Dist., Md. G.0. 10.0 Mar, 1k i
Pennsylvania Gen. State Auth, * Rev,-Rent. 25.0 Mar, 1k '
«Detroit Sch Dist., Hich. G.0. 10.0 rar, 28
+State of Massachusetts G.0. €0.0 Hid-March
Digitized fomhonya&8ER of Kentucky G.0. 100.0 March

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



e

J-2

Forthcoming Large Offerings, as of March 3 (Cont'd)

-15-

Amount
g e Approximate date
Issuer Type (Millions
_ of dollars) of offering
STATE AND LOCAL GOVERNMENT (Cont'd) . )
#Mass. Turnpike Auth. Rev, “175.0 Indefinite
Orleans Parish School Dist., la. G.0. 10.0 Indefinite
Dade County, Florida G.0. L6.0 Indefinite
New York State Housing Fin., Agency Rev, 100.0 Indefinite

OTHER

None

#--Included in table for first time.

¢/ Estimated.

1/ 1Includes corporate and other issues of $15 million and over; State and local
government issues of 310 million and over.

2/ Includes foreign government and Intemational 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

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

Aa-rated offering yields | A-rated offering yields
Date Actual Amount above Actual Amount abc.;ve
seasoned yields .seasoned yields
- (per cent) (basis points) (pexf cent) (basis points)
1952-1959 - High 5.30 (12/8/59) 87 5.65 ($/18/59) 123
Low 2.93 (3/31/54). -8 3.00 (3/17/54) -15
1959 - Oct. 5.13%/ 36 5.33 13
Nov. #5,08 L2
Dec. #5.30 63 51
1960 - Jan. %5, 30J 28
Feb, 5.09 Ls
Mar, k.82 25 L.g7 9
Apr. L9l 37 _ 5.l 35
May +4.88 32 5.15 29
June L.83 26 +4.95 11
July 8 L.93 11
13 L.88 8
Sept. 15 b65” L.80 2
23 . 27
28 1s.552/ 17
oct. § L. 632/, 2l
21 L.67%/ 22
Nov. L L.88 26
16 L.78 33
17 L.85 Lo
18 5.05 L3
Dec. 7. 5.00 L9
1961 - Jan. 12 L.éo 11
18 L.55 7
- 25 Lo bk -2
Feb, 8 L.60 -2
16 L.65 -5
16 L7 13

#--Single observation , not an average.

1/ Covers only 30-year first mortgage bonds, ‘as reported in Hoody'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 offering yields and yields on seasoned issues of sinjlar
Quality for the same day. Average maturity for the seasoned issues varies from
26 to 28 years.

o/

Provides for a S-year period during which issue may not be called for refunding

at a lower coupon rate.
with such a provision,

Digitized for FRASER
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March 6, 1961
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Part II - Canada ’

Canada: Money and Capital Markets Dur:l.ng February

Canadian short-term interest rates rose sharply at the end of  _
February to about the level at the beginning of the month. On the other
hand, there was some easing of yields on longer maturities. The Bank of
Canada made large sales of securities for the second straight month to
absorb the excess liquidity from the fourth quarter of 1960. The Govern-
ment Account also made large security sales last month. The chartered -
banks and the general public purchased securities.. .

During the month there was little change in the incentive to hold
the Canadian 3-month Treasury bill in preference to the U.S. bill, While
the spread in yields narrowed, this was offset by a narrowing of the discount
on the forward Canadian dollar.

General bank loans seasonally adjusted decreased in January for
the first time in eleven months; however, they remain above the high of
August 1959. During the early weeks of February, there was some further
increase in loans which appeared to be in excess of seasonal requirements.

Stock prices continued to rise through the month and at month's end
were about 12 per cent above the end-November level. The Canadian stock
exchanges have taken steps to get closer ties with European investors by
daily broadcasts of prices of 71 listed stocks. The Canadian dollar
fluctuated around 101 (U.S. cents) during the month and closed at 101.5
(U.S. cents) on March 2.

Money market. A sharp rise in Treasury bill yields in the last
week of February brought them back to the levels of end-January. The 3-month
Treasury bill rose 25 basis points to 3.1l per cent on February 23 compared
with 3.13 per cent on February 2. While the yield on the 3-month bill is
down 85 basis points from the December 1 level, it continues far above the

1,68 per cent low of last September. The average yield on the 6-month
Treasury bill was 3.43 per cent at the February 23 auction compared with. 3.48
per cent on February 2.

During February the Bank of Canada sold $7 million of Treasury
bills compared with sales of $lL1 million in the previous month. The Govern-
ment Accounts also sold $21 million of Treasury bills in February and the
general public sold 326 million while the chartered banks purchased $67

million.

The spread favoring the Canadian over the U.S. 3-month bill
narrowed during the month, from 0,82 per cent on February 2 to 0.57 per
cent on February 23, However, this narrowing trend was offset by a
narrowing of the discount on the 3-month forward Canadian dollar from 0.25
per cent to 0.12 per cent during the same period. The net incentive to
hold the Canadian bill, covered for forward arbitrage, therefore showed
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only a slight narrowing from 0.50 per cent in beginning February to-0.LS
per cent at the month's end.

Yields on short-term commercial paper in leading Canadian acceptance
houses also declined somewhat during February and there was some narrowing
of the spread over yields in the U.S. The following table compares 30-90
day rates in leading Canadian and U.S. acceptance houses:

Canada United States Spread

Feb., 2 3.25 2.38 0.87
9 3.25 = 2.38 0.87
16 3.00. 2.38 0.62
23 n.a, 2.50-2.65

Bond market. Bond yields declined during the month for all
maturities, Bonds under 5-year maturities showed declines of as much as
26 basis points and longer-term maturities fell up to 18 basis points as
shown in the following table:

Yields (per cent per annum)

Change during
Maturity Feb, 2 Feb, 23 period
Oct. 1962 3.33 3.07 =0,26
Sept. 1965 L.71 L.b7 -0,2l
dJan. 1975-78 5.25 5.07 -0.18
Sept. 1983 5.26 5.09 -0.17

The spread between yields on comparable Canadian and United States Govern-
ment securities widened somewhat for intermediate- and medium-term maturities,
but narrowed for short terms. The following table compares y:Leld changes

for comparable Canadian and United States securities.

Change during

SR

Feb, 2 Feb, 23 period
_ 9l-day bill . 0.82 0.57 -0.25
182-day bill 0.98 0.65 " -0.33
8-year bond 0.82 0.95 +0,13
20-year bond 1.29 1.30 +0,01
35-year bond 1,50 1.50 0.

During the month both the Bank of Canada and the Government

Accounts ‘made substantial sales of Government securities. The Bank sold
$68 million of bonds, about 70 per cent of which were maturities of less

-+ than two years. The Government Accounts sold $61 million of Government

- bonds during the  month. The chartered banks were net buyers of Government

bonds for the first time since November. The banks increased their bond
holdings by $28 million in February and the general public purchased $39
million.

There were $662 million of new security issues during February,
according to the Weekly Bond Sales summary of A. E. Ames & Co., Ltd.
Digitized for FRASER H
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Since $480 million represented Canadian Treasury bills which are rolled-
over weekly at the rate of about $120 million a week, new issues of bonds
were relatively small during the month; the volume was-about 60 per cent
of the January issue. As noted in the following table, the largest ex--
pansion during the month, outside of Treasury bills, was in new issues by
the Provincial Governments in the Canadian market:

New Security Issues
(millions of Canadian dollars)

Jan. 1-30 Feb, 1-27 Total

Government - direct 630.0 470.0 1,110.0

Government - guaranteed - - -
Provincial - direct 65.0 20.0 85.0
Provincial - guaranteed 50.5 100.0 150.6
Municipal 19.9 13.8 33.7
Corporation 22.5 46.9 69.4
Total 787.8 611.8 1,L18.6
Less short-term 480.0 480.0 960.0
307.8 ' 180.8 1488.6

Some of the larger new issues during the month :anluded the Quebec Hyd.ro 850
million, Manitobe Hydro $25 million.

On February .2l, the Minister of Finance announced two new short-
term Government bond issues totaling $275 million. Of the new maturity
$100 million will be offered for cash and the Bank of Canada stands ready
to purchase p25 million of this amount. In addition, the Bank has agreed
to take $175 miilion in exchange for the following amounts of current holdings:

$75 million of 3 per cent bonds due May 1, 1961;

$50 million of 3 per cent bonds due December 1, 1961;

$50 million of Special l-year Treasury bills due
June 2, 1961.

The new issue will consts of (1) $175 million, of 3-1/2 per cent noncallable
bonds due December 15, 1962, to be sold at 99.L40, yielding 3.86 per cent

to maturity, and (2) $100 million, of L per cent noncallable bonds due

May 1, 196k, to be sold at 98,75, yielding L.43 per cent to maturity.

Another $300 million of debt will mature on May 1, 1961 and the
Minister indicated that further refunding would be announced in April and
that it would be done in an orderly manner in l:Lght of current market
conditions.

_ Chartered banks. General bank loans seasonally adjusted declined
$l41 million in January, the first decline since February 1960. However,
during the early weeks of February 1961, a month of seasonally low demand
for loans, the banks showed some loan expansion on a seasonally adjusted
basis., At end-January total outstanding loans were $5,076 million, com-
pared with $L,771 million in February 1960, and the $5,006 million high in
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August 1959. During the early weeks of February there was a decline in

the money supply of about $200 million, reflecting in part a shift from
privately held deposits to Government deposits; and some reversal of the
seasonal expansion in late 1960. There was some tightening of bank liquidity
in the early weeks of February, with the cash ratio at 8 per cent in the
week of February 23 compared with an 8.2 per cent average for January.
However, the liquid asset ratio rose to 18 per cent from an average of 17.h
per cent in January,

The press reports increasing interest is being shown in the i
Government guarantee loan program for small business set up last January.
These loans are set at a maximum of 5.5 per cent and they are limited to
businesses with a maximum annual revenue of $250,000. They may be made
for Trenovation of premises or for the purchase of new equipment. These
loans are not available for new businesses. Most loans already granted under
the program were in the $6,000 to $15,000 range, with only a few as high
as $25,000. ’ )

Housing loans. New housing loan approvals in January under the
NHA (National Housing Act) reached a record high for that month. January
approvals to $35.4 million, for 3,437 dwelling units compared with $1l.l
million and 110 units in January 1960, Housing starts also showed sharp
increases in January, 4.7 per cent above January 1960. Housing starts
seasonally adjusted have been rising through the last quarter of 1960
but in December they were still 12 per cent below the previous year,

Stock exchange. Prices of industrial stock on the Canadian stock
exchanges cortinued to rise through February but at a slower rate than the
rise in the Standard & Poor index. From end-January to end-February the
Toronto index was up 2 per cent and the Montreal index was up 1 per cent
while Standard & Poor rose almest 3.5 per cent., Since the end of November,
when the rise in stock prices began, industrials rose from 1l per cent to
12 per cent just short of the 12.8 per cent rise in Standard & Poor, as
noted in the following table:

New Yerk
Toronto Montreal Standard & Poor

1960 - High 532,94 320.0 65.00

Low L72.38 258.5 55.3k-

1960 - Nov. 28 496,44 26L.1 59.45

. Dec. 23 516,69 272.6 60,88
1961 - Jan. 27 292,7 _ 6L.86

Feb, 3 542,81 291.8 65,81
10 540,15 291.3

17 5L6,25 295.3 65.60

2y S7.9L - 296.1 66,38

28 550,75 295.8 67.08

The total value of stock sold on the Canadian exchanges rose
somewhat through February from $9.8 million during the first week to
$10,2 million in the last week as noted belows
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Week ending Total sales
Feb. 3 $9.76L million
10 $9.493 "

17 $9.756 "
2l $10.206 "

Arrangements were made in February to provide for a closer tie in
between Canadian and European stock exchanges. The Montreal Stock Exchange
has scheduled daily broadcasts to Europe of 71 Canadian stock quotations.
Initially the broadcasts will be in English but by June they will be carried
in French and German. In the beginning only "ast price" and "net change"
will be given, but commentaries may be included at some later date.

Foreign exchange. There was some Strengthening of the Canadian
dollar in February, with the spot rate rising from 100,9 (U.S. cents) on
February 1 to 101l.5 (U.S. cents) on March 2. The 3-month forward discount
rate narrowed through the month as the spread between Canadian and U.S.
yields narrowed.

British Commonwealth Section
Division of International Finance
Board of Govéernors of the Federal Reserve System
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-22- Selected Canadian Money Market and Related Data

;-mo. Treas. bills _Canadian dollar
Spread Spot  3-mo.  discount ( _/ hold (’ﬂ

;7 .S.../ over U.S. ¢/ forward premium(+)

Net incen-

tive to

1959 - High Lons 2,85 -
Low 2,80 rr -

1960 - High L, 6, - 1.99

Low 100433 - ~0.57

Jan, 19 20065 1D0.53 0.L5

26 100,55 0,50

Feb, 2 3% 100, 8_ o ooﬁ?

g 36 ) 0.L9

16 gt 0.L2

23 £ 0,45

Mar., 2 5 Q.4

a/ Average yield aFwaekly t,endar on Thursaay.

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

g; In U.S. cents,

Spread between spot rate and 3-month forward Canadian dollar on Thursday

closing, expressed as per cent per annum,

8/ Spread over U S. Treasury bill (column 3), plue 3-month forward discount or

premium (column

Selected Government of Canada Security Yields

Intermediats ) Long=term tonds

é-m. Ireas, bills bonds (8 E'!
Tpread pre

over

U8/

5,05

@E_@_-_/

1959 - High 8
Low 5 - 4,73 -
1960 - High 5 5028 1.61
™ Low L Le98 0.95
Jan, 19 3 5,20 1,47
26 3 5,18 i.h8
Feb. 2 3 5519 1,50
9 3 5,19 1,55
26 3 2 * 5,18 1.37
23 Z SR 3 Sw6 1.50
Mar. 2 0 .05 2ol
verage yleld =t Weekly tend.or oanuday

on close of business Thursday.
o Government of Canada 2-3/L per cent of June 1967-68,
Spread over U.8. Government 2-1/2 per cent of 196
!/ Government of Canada 3-1/L per cent of October 1979.
¥/ Spread over U.S. Government 3-1/L per cent of 19788
Government of Canada 3-3/L per cent of September 1996 March 1998,
Spread over U.S. Oovarmnt of 1995,
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Canada: Changes in Distribution of Holdings of Canadian
Government Direct and Cuaranteed Securities

ons '8, par value
Bank of Canada Chartered banks . General public -
Treas. _ Government Treas. Tavings T&.
bills  Bonds "~ Tofal bills  Bonds  _bonds bdlls Bonds
1960-dJan. - 89 -1 -2 + 81 + L + 3 419  +95
Feb. + 55 -103 -23 -115 + 79 -29  +59 4165
March  +1L1 - 6l - 5k -1 + 17 -31 -78 +98
April  + 69 +23 -9 - Lo - b -2 -11 +30
May -9 + 1 - 8 + 78 + 9 -29 -97 - 18
June - 7h + 77 - Lo - 59 + 27 -3l - 8 + U6
July + 19 + L0 4 51 -3 - 28 - 19 - 58 - Sk
Aug. - 23 + 3L + 78 + 36 - 12 -26 -l - 80
Sept. - L3 -2 + 6 + 90 + L5 -1k - L1 - 36
Oct. + 66 + 6 + 37 - 5l +126 - 5 0 + 72
Nov. - 8 + 1 + 15 - Ll + gﬁ +630 + 55 - L6
Dec. + 9 - 8 - 87 - 17 - - 32 + 12 - 18
1961-Jan, - L1 - 38 +15 +111 - 37 -2 -k  +23
| T ST b ey Vit St
; urce o s Weel .
H . ’
% Selected Canadian Financial Statistics
; (in millions of Canadian dollars or per cent)
i Monthly Weekly
Nov,e Dec, Jan. Feb., 9 Feb. 16 Feb, 23
1. Money supply: g
Currency and deposits 13,768 13,811 13,763 13,720 13,727 13,690
Less: Govt. deposits 628 5L8 35L 519 507 167
Equals: privately held  I13,1L0 13,263 13,409 = 13,201 13,220 713,223
Change in period - 2 + 123 + 146 - 208 + 19 + 3
2. General bank loans Ys,027 5,117 s,016 5,013 4,996  L,991
Change in period + 56 + 90 - + 21 - 17 -
3. Total Govt. securities: 17,994 17,760 17,239  17,73% 17,742 17,73k
Of which: Treas. bills 1,985 1,985 1,985 1,985 . 1,985 1,985
Bords 12,317 12,179 12,161 12,161 12,160 12,160
Savings bonds 3,632 3,596 3,493 3,590 | 3,597 3,589
b. New security issues?/ 1,04 . 1,311 788. 159 390 131
i Of which sold in U.S. 0 b 1 0 0
5. Chartered bank liquidity:
Cash reserve 588 1,017 - 1,027 - 1,015 1,018 1,002
Cash ratio 8. 8. 8.2 8.1 8.1 . 8.0
Liquid assets 2,125 2,093 2,189 2,287 2,28l 2,261
Liquid asset ratio 17.3 16.8 17.h ' 18,2 18.2 18.0
1/ Seasonally adjusted. : :
2/ Source: A. E. Ames & Co., Ltd. (Includes public and private securities.)
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CANADA - UNITED STATES
THREE-MONTH TREASURY BILL RATES

Thursday figures Per cont per annum
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