Not for Publicatlon pECONTROLLED AFTER SIX MONTHS

H.1k March 13, 196l.
§== TN%PWWVELDP}MTS
3 LIZRARZ UNITED STATES AND CANADA
§ MAR 1751881 . . .
(Including Monthly Review of Financial
! Developments in the United Kingdom)
)

Part I - United States

Corporate security financing continues to be very small,
while State and local government financing is moderately heavy. Large
State and local government issues totaled $87 million last week and
are expected to total $40 million this week. Subscription rights are
scheduled to expire this week on a $40 million convertible debenture
issue; this will be the first corporate offering with proceeds over
$15 million that has been offered to the public in nearly a month. In
contrast, large State and local government bond sales have aggregated
nearly $300 million during the past three weeks.

Long-term bond yields - Changes in bond yields were mixed
again last week, Yields on seasoned corporate and U, S. Government
bonds declined slightly, reaching new lows for the year, while those
on State and local government bonds increased considerably, to new

highs for 1961.

Short- and intermediate-term interest rates - Yields on
Treasury bills and 3-5 year Government issues declined substantially
last week. Rates on bills, however, were still well above both their
January lows and those reached last fall, Yields on intermediate-term
Government, - issues reached a new low for the year, but were slightly
higher than at the end of 1960. Reflecting the full effect of increases
announced two weeks ago the weekly average of rates on finance company
paper was the highest this year. Other major short-term money rates
were unchanged last week. .

Stock prices - Stock prices, as measured by Standard and
Poor's index of EOO stocks, declined, on balance, last week, after
rising steadily for three weeks. The index closed at 63.L8 on March
10, 1 per cent lower than a week earlier. Trading activity continued
at a record pace, averaging 5.8 million shares a day. '

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

Developments in the Canadian capital market are presented in
Part II of this report and a special review of financial developments
in the United Kingdom is appended. :

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 | =3a

Long-term Bond Yields

High-grade
. State and . Spread between
Corporate U. S. Govt. local L U. S. Govt. and
Date Aaa )/ long-term 2/ | . government Corporate [State and
Aaa 3/ Aaa local Aaa
i (per cent)
195k - Low 2.85 (4/23) 2.45 (&) 1.90 (9/2) .30 .30
1957 - High Lh (e/27)  3.76 (10/18) 3.45 (a729) .60 .50
1958 - Low 3.55 (s/2) 3.07 (/25 - 2.64 (sn) w2 -3,
1959-60 - High h 6L (1/29/60) L. hz (1/8/60) 3.65 (9/24/59) .59 92
1960 - Low L.23 (9/9 3.75 fﬂ/ ) 2,99 (9/1) .19 .53
1961 - High L.3k (1/6)  3.92 (1/20) 3.18 i3/9) .50 .76
Low L.22 ( 3/10) 3.75 (3/10) 3,12 (2/23) Lo .57
‘Feb, 10 L.28 3.84 3.14 Lk .70
Feb, 17 .27 3.8L . 3.1k L6 .67
Feb, 2} L.25 3.76 3.12 L9 .
| Mar, 3 k.23 3.77 3.13 .16 .
J rar. 10 o/ L, 22. 3.75 3.18 .7 457
Lower .grade
State and Spread between
orporate local Aaa and Baa
Date /cBars Yy government tate and
Baa 3/ Corporate  |15cal govt.
(per cent)
195k - Low 3.4k z/m) 2.93 (o/5) .52 96
1957 - High 5.10 (11/29) L.51 (e/29) 1,27 1,21
1958 - Low L.51 (1) 3.6l (s/1) W7 © .93
1959-60 ~ High 5.36 (2/12/60) L.L6 (1/1760) 8L 1.08
1960 - Low 4.98 (9/9) 3.98 (12/29) Y .86
1961 - High 5.12 (1/27) L.09 (3/9) .81 .93
Low 5.02 (3/10) 14.03 (1/5) 7k © .90
Feb. 10 5.07 L.05 .79 91
Feb. 17 5.07 L.05 .80 91
Feb, 2k 5.06 4.05 .81 .93
Mar. 3 5.0b L.05 .81 .92
Mar. 10 p/ 5.02 L.09 - 81 91

p/ Prelicinary,
Weekly average of daily figures, Aversge term of bonds inoluded is 25-26 years,

v

2/ Weekly average of daily figures, The series inoludes bonds dus or callable in 10 years or more,
y Thursday figures, Only gensrel obligation bonds are included; average term 19 20 yeurs,
Note,--Highs and lows are for individual series and may be on different dates for different series.
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EXHIBIT C

"SHORT-_AND j!!ﬁ!M;EDIATE- TERM _INTEREST RATES
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Exhibit D - Tables for Exhibit C -

Short- and Intermediate-temn Interest Rates

-5-

. Government
&° .
Discount Yields Spread between yields on
Date rate 3-month 6~month 3-5 year |3-month bills and yields on
- 1/ bills 2/ bills 2/ issues 2/ |6-mo. bills[3-5 yr, issues
] (per cent)
: 195k - Low 1.50 W61 (s/11) - 1.66 (4/30) - .66
; 1957 - High 3.50  3.64 (10a8) - L.0k (10/10) - .86
' 1958 - Low _ 1,75 .58 (spee)  3.02 (/%9 2.1 (e/6) .26 Ol -
: 1.9653-60 - High| b.00  L.59 (1/8/60) 5.07 (1/8/60) 5.00 (12/2¢/59) = .79 1.81
. 1960 - Low 3.00 2.1 (10/28) 2.38 (12/30) 3.40 (12/30) 16
1961 - High n.a. 2,56 (3/3) 2,75 (3/3)  3.59 (1/20) .25 1.'13;3
: Low na. 2,17 (1/27)  2.4k2 .(1/27) 3.36 (3/10) 12 .92
{ Feb, 10 .00 2. . ’ :
| Feb, 1 3.00 2.5(5) 5.55 3'52 3 1%
.Feb. z 3.00 251 58 3:ﬁs 3 32
/e 300 20 .13 3.ly 119 93
174 3,00 2.L4 2.56 3.36 .12 .92
Private
st o Prim Spread between 3-month
ock Exchange rime |Finance company|Treasury bill yield and
Date call loan 1/ | rate 1/| paper 27;) finance company
paper. rates
) per cent) j
1951, - Low 3.00 3.00° | 1.25 (z/a) 0 (1210)
1957 - High L.so L.50 3.88 (11/15) .63 (11/22)
1958 - Low 3.5 3.50 1.13 (a/8) -.35 (8/29)
1959-60 - High 5.5 5.00 5.13 (1/22/w) 1,02 (3/25/60)
1960 - Low 150 L.50 . 2.88 (12/30) 22 (ly/15)
1961 - High n.a. n.a. 2.88 (3/10) .56 (1/20)
Low n.a. n.a. 2,63 (2/17) .15 (2/2h)
Feb, 10 k.50 L. 50 2.63 .28
Feb, 17 L.50 L.50 2.63 .23
Feb. 2L 4.50 4.50 2.66 .15
ar, 3 k.50 L. 50 2.8l .28 -
Mar, 10 p/ - 4.50 L. 50 2,88 .Lb

1/ Wuckly rate shovm 18 that in effect at end of pnrud. Dlocount rato is for Federsl Reserve Bank of Hew York.
Stocl Exohange call loan rate is going rate on ckll loans secured by owitomsrs' ctack exchange collateral at,
Haw York City bonks, Prime rate 1s that charged by lnrge banks on uhnrt-nrm loans to busine£so borrowers of

the Mghest credit standing,

Y

selected notes and bonds,

y

90-179 day range.

Hote,e~Highs and lows are for individwl
high refers to widest, and low to marrovest.

Digitized for FRASER
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_EXHIBIL E N

STOCK MARKET
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bxhiibit I - Tables for kxhibit L -

Stock Market

-7-

Stock market customer credit;

Stock - Coron Trading
tock price stock volume 3 U 3a
Date t 5 e 3/ vustomers’ Bank
index 1/ yiclds 2/|(millions Total |debit bal- | loans to
. (per cent)|of chares) ances 4/ |“others" 5/
(In nillions of dollars)

1957-60 - High
Low
1561 - High
Low

January
February
Feb. 2

60.51 (1/21/59)
39.48 (12/29/57)
63.95 (3/3)
58.48 (1/6)

59.72

3.08 L9 L,76l (4/59) 3,LOL (4/69) 1,373 (5/59)

L.72 1.4 3,55k (v/58) 2,L82 (12/57) 1,060 (13/57)
3,04 5.8 n.a, n.a. 1,172 (1/6)
3.32 3.6 n.a. n.a. 1,159 (2/17)
3.28 L.2 L,l16 3,253 1,16

3.13 L9 n.a. n.a. 1:162

3.10 5.2 n.a, n.a, 1,166

3.04 5.l n.a. n.a. 1,165

3.06 5.8 n.a, n,a,

n.a,

n.a.e-Not available,

1/ Prededirary,

1/ Standard and Poor's ccuporite incox af 5U0 ccumon stocks, waekly olosing pricss, 1041.43%10, Monthly cata ure

averages of dally figures ruthor than of Fridey's only.
Stancard and Poor's ocmpozito otook yleld based on Wednesday data converted to wookly elosing prices by Faderal
Yiodds chown are for dateo on which priod index reashod ita high or low,

Avercges of daily trading volize on the New York Stock Exchange,
End of month figures for member fiira of the Now York Stock Exchonge whioh earry margin accountsy exoludeu balances

Y

Y

Reoerve,

seoured by U, S, Governmert obligetions.

1%

Hadnoudsy figureo for weckly roportirg member tanks,

Highi and lows are

For furtler dotail

for Fridays' data only,

Exoludes loxzns for purchazin or eorryh;g U, S, Covermnent
socuritisz. Prior to July 1, 1959, such loznn are excluded only at tanks in Nuw York and Chicrgo, Wenkly roportirg
tanks account for about 70 por oont of loans to others,

gee Bulletin,

Mortgage and bond Yields 1/ -

Aaa corporate

Spread batwécn TIOW.

FHA '

Date e bonds 1/ corporate bonds and
morbgages 2/ New 3/ |Seasoned L/[FIA mortyapes]Seugonud bonds

1953-58 - High 5.63 (11/57)  L.81 (6/57) L.12 (9/57) 1.96 .90

Low 1.56 (2/55) 2.7k (3/5k) 2.8L (L/5h) .5h ~.12

1959-60- High 6.2l (1/60)  5.29 (9/59) L.6L (1/60) 1.76 .7
Low 5.57 (3/59)  L.29 (2/59) k.12 (1/59) .83 .08 -

1960 - October 6.09 L. 60 k.30 1.L9 .30

November 6.05 L.59 L.31 1.L6 .28

Decenber 6.0l L.79 L.35 1.25 L

1961 - January 6.00 L.35 L, 32 1.65 .03

February n.a. L3l L.27 n.a. .0h

_)j Neithar mortgage nor bond ylelds toke imto acocount sorvioing coots which are mush higher for morigngss than |
bonds pay interest cemi-nnnuelly; mortgages, monthly, Mortgage ylelds, if computed as equivalent
40 a semiannual interest investment, would be slightly higher than given in tha table,

2/ Bauad on FHA fiold-office opiniona about avorags bid prices in tho private secondary market for now-home
mortgagey for immedinte delivery. Since late 1955, date relate only to 25-yeor mortgiges with downpaymento of 10
per oent or moro, weighted by probable volume of transuctionn, Yields computed by FIB, assuming 25-yenr mortguses
are pild off 3n 12 yoars. Danhed linas indicate periods of adjustnent to changes in tho contractual intercst rate,

3/ First National City Bank of New York. Averages of offering ylelds of all new fasuss of publiely-sold bonds
ruted Ma, Aa or A by Moody's Inventors Service (excopt serial and convertible 1ssuss and of ferings of matural gus *
and foraism oompunten) woighted by nlze of issuo, Yiolds on Aa and A igsuss are first ndjusted to an Aan baois
Ly tha spread bstwean ylelds of outstanding bonds in thess oategories and those on ans-rated bonds, The serien re-
e thn hhernath IndudLrial oomp ooition, miiurity, type, ato. of new of feringa,

4/ Moody's Invantors Service, Monthly averspes of dnily data, See Exnibit B,
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Exhibit G

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

(I;; millions of dollars)

New capital
Corporate 1/ State_and local 2/
1961 T 1960 [ 19%9 1961 [ 1960 [ 1959

January /500 . 577 821 e 725 739 639

February Ejéso 715 . 738 _9-5600 623 858

March 2/500 860 6L46 ©/650 582 6L6

April 766 8ol 731 932

May 567 785 550 593

June 1;03k 887" 1,033 1,006

July 727 535 572 567

August 962 740 602 516

September 738 703 689 465

October 874 879 17339 597

November 959 864 502 519

December 876 900 p/L6L Lss

1st quarter &/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,h27 1,979 1,863 1,548

Lth quarter 2,709 2,642 p/1,322 1,571

1st half 59 L7701 259 b,67h

Three auarters 6,945 6,750 6,122~ 6,222

Year 9,655 9,392 p/7, bk 7,793

kixcluding finance companies 3/ : -

1st guarter /1,350 1,722 1,599

2nd quarter 2,150 2,112

3rd quarter 2,017 1,716

Lth quarter e/2,309 2,503 o

Year e/8,198 8,630

e/ Estimated. p/ Preliuinary.

1/ Securities and exchange Commission estimates of net proceeds.

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

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

companies.,
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H.h Exhibit H -9~
Other Security Oh’eri.nga Y

(In millions of dollars)

i ‘ Tong —tem ) '
. Forel, ovemment 2, - Federnl aren .
- &0 'E']]'%— 1959 I“LWB—% : 1960 [ “19"—°L” '1"55: 988
January ‘2 6L . 196 182 199 1.155 -
February 175 - - 53 150 - 251
March 70 2 -~ ] % . Cws . -
April 3 .58 e | ws - - 52y
y /72 50 198 38) - U e
June . ko - he 120 - - -
July 1 =5 s 9 - - 16l
hugust 1 1 1 5 199 98 . -
September 36 35. . 17 ~ 150 -
October o 58 160 - 220 -
November -2, 30 123 1k9 - -
December PR .0 | 18 B -
Year 533 sip 992 | a6z g 234
i - v Short-term T
~State and Yocal government L/ Federal apency 3 .
January 268 190 ‘233 179 ¥ oI
February . 35 428 Léo k75 © 500 28
March 365 295 73 | s Moy Wk
April- 1 368 563 37 | 509 " Lt 29
May 351 -l 354 632 075 16
June 297 2ls 26k 435 . 209 329
Sily 280 26 . 289 312 721 37
August 505 L67 o k23 468 365 206
September . 199 399 369 296 665 33 .
October " os 235 231 | o2l 733 15ij
November - 499 33 125 262 o 11:}
Lecember 7% 358 43 | an. 200 1S4
, Year L0066 . lb79 3,910 '} U,817 6,0h7 3,098

p/ Proltasuary, i .
. 1/ tnta presented n this exhibis differ fron thoas {n Exhibit £ 4n ttas rafuniing 1stuns, as wall as new
eapieal fesuss, wre Sncluded. . Long-tarm sacurities are dafinad as thase maturing in more thin one year,
2/ Inoludes seourities offsred in tha United States by foreisn govorrmonts and tholp subdivisions end by
interpational organitatlona, tources Securitles anmd Rxuheage Cownianlor, .
3/ 1souas not guareatsed by the U, S. Govarpaant. Sourest -lonyetam, Sesuritios and Pxehange Corsnfasian)

hort-term, Pederal Rezorve, v .
36 _£4/:Prinalpally tsx% and bond antlelpation notes, narrants or sertificates ard Public Housing Ausherlfy
dad may have a hat longer term than ons yoar.- Souressy B o

bteas In fone PHA -tates {ral
) tes 4

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



- -102

Exhibit

I

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

Proceeds of Large Issues Offered

(In millions of dollars)

State and ;
Month Corporate local government Other 2/
1960 - February _ 262 283 320
March 38l 225 191
April 309 370 71
May 139 23h 28
June L2 561 30
July 303 191 -
August 581 298 75
Septenber 266 367 25
October 566 ué 7
November Lé5 186 150
December 260 222 99
1661 - January 147 391 -
. February 267 360 -
Large Individual Issues Offered March 1 through 10
Amount Coupon
. (millions . rate or |Offering
Lssuer Type 3/ of Maturity net inter-| yield hating
dollars) est _cost
COKPORATE
None
STATE AND LOCAL GOVERNMENT
Commonwealth of Puerto Rico| G.0. Lo.o 1962-81 3.89 1.75-4.00 A
Denver, Colorado G.0. 15.0 1972-99/81L  3.55 2.85-3.60 Aa
State of New Jersey G.C. 20.9 1968-88/79 3.16  2,40-3.30 Aaa
St. Paul, Hinnesota G.0. 10.6 1662-91  3.35  1.60-3.50 ha

OThER

None

Digitized for FRASER
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I.2 -

Footnotes

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-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 puil ic
utilities; Rev,-Q,Ut., revenue bonds secured only by revenue from quasi-
utilities; Rev,-8.T., revenue bonds secured by revenue from specific taxes
only; Rev.~Rent., revenue bonds secured solely by lease payments.
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-le- 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 f:::i ?OSt.IOther 2/ |Corporate ﬁz::i Z;st_‘ofher 2/

1560 - Feb, 29 301 255 35 372 385 35

= A T -

pr. 3 -~ 357 ==

May 31 183 277 30 553 502 60

June 30 237 180 . 30 L55 380 30

hen | He s I My % I

ug. - --

Sept.. 30 576 212 7 836 336 127

Uet, 31 Lo 258 50 585 391 50

*  hov. 30 260 2k2 -- 335 560 -

Dec. 30 91 L2 - 1,036 682 -

1961 - Jan, 31 110 181 - 1,0L6 360 --

Feb, 28 55 307 -~ 1,125 638 ¢ =

Forthcoming Large Offerings, as of March 10

Amount .
Issuer Type (millions |Approximate date
. of dollars)| ©of offering
CCRIQHATE
hAmerican Machine & Foundry Co. Conv. deb. 39.5 Mar. 16
N (rights expire)
Southwestern Public Service Co. 1st mtg. bds. 15.0 Mar, 23
Southern Calif, kdison Co. 1st ref. mtg. bds. 30.0 Apr. 5
Flinkote Co. Deb. 35.0 Apr. 5
Tennessee Gas Trans., Co. kfd, stk. 20.0 kpr, €
Arerican Telephone & Telegraph Co. Com. stk, €/975.0. Apr. 14
. (rights expire)
+Mead Corp. Deb., 25.0 Apr. 18
Commerce 0il Kefining Corp. Deb,, bds. & com. L5.0 Indetinite
Realty Collateral Corp. Coll. tr. notes 20.0 Indefinite
STATE AND LOCAL GOVERIMENT
Luval Co., Florida G.0. 15.0 lar, 1k R
Pennsylvania Cen, State Auth, Kev, -kent, 25.0 Har., 14 4
#Columbus, Ohio G.0. 12.8 Mar, 20 !
State of lMassachusetts G.0. 2.5 Mar, 21 -
Wash. Sanitation Dist., ld. G.0. 10.0 lar., 28
Letroit Sch. Dist., Mich. G.0. 10.0 har, 28
(WW i hentuck; G.0. 100.0 harch
Dlgltlzed SEFP Y Rev., -Ut. 25,0 hpr. L

http: //fraser stlows]fce& org/ —
Federal Reserve Bank of St. Louis = -
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Forthcoming Large Offerings, as of March 10 (Cont'd)

. Amount
Approximate date
Issuer Type (millions
of dollars) of offering
STATE AND LOCAL GOVERNMENT (Cont'd)

#State of Califomnia G.0. 190.0 Apr. 5
Mass. Turnpike Auth. Rev. 175.0 Indefinite
Orleans Parish School Dist., La. G.Q. 10.0 Indefinite
Dade County, Florida G.0. L46.0 Indefinite
New York State Housing Fin. Agency Rev, 100.0 Indefinite

OTHER
None

#--Included in table for first time. .

e/ Estimated.

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

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

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

“li-
Yields on New and Outstanding
Electric Power Bonds, Rated Aa and 4 1/
Aa-rated offering yields | A-rated offering yields
Amount above Amount atove
Date Actual seasoned yields ( Actual t) .seasoned yields
(per cent)| (vacis points) |P°F ™) |(tasis 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
gov. :g.OB 22 "
ec. . .30 3 5,45, 51
1960 - Jan. 45,308/ 28
Feb, 5.09 L5
Mar, L.82 25 L.97 9
Apr. L9l 37 5.1 35
May +4.88 32 5.15 .29
June L.83 26 #4,95 11
July 8 4.93 o
13 - 4.88 8
Sept. %5 v 4.80 2
3 . 27
28 L55%/, 17
Oct. 5 1632/ 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. 60 11
18 L.55 7
25 L.Lk -2
Feb, 8 L. 60 ~2
16 L.65 -5
16 Loy 13

#~-Single observation, not an average.

1/ YCovers 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 offering yields and yields on seasoned issues of simjlar
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
at a lower coupon rate, lonthly averages so marked include one or more issues
with such a provision., Other issues have no such provision.
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Part II - Canada . -15-

Money and capital markets showed little change last weeK. Bill and
i bond yields remained at, or close to, the levels of the preceding week.
3 During the week only minor changes occurred in the security holdings of
the Bank of Canada, the chartered banks and the general public,

However, the press reported increased American interest in Canadian
short-term investments. During the week, the incentive in favor of the
Canadian Treasury bill over the New York bill increased by about one-fourth
of one per cent as the forward Canadian dollar shifted from a discount to a premium.

Stock prices continued to rise with :increased trading' on Canadian
exchanges. The Canadian dollar strengthened slightly during the week.

e AR TR

Money market. There was no change in Canadian Treasury bill yields
durlng the weeg. The average yield of the 3-month bill at last Thursday's
auction remained constant at 3.21 per cent. The 6-month bill eased only
slightly to 3.L1 per cent. The Bank of Canada increased its holdings of
Treasury bills by $2 million while the chagtered banks sold $2 million and
the general public sold $1 million.

As a result of the decline in the U.S. 3-month bill yield, the
spread favoring the Canadian bill widened to 0.78 per cent on March 9,
compared with 0.67 per cent on March 2, Despite the widening of the spread,
the forward Canadian dollar went to a premium last week for the first time
since end-October, thus making the return on the Canadian bill covered for
exchange risk greater than on an uncovered basis. At last Thursday's
auction, this return rose to 0.8L per cent per annum from 0.6l per cent on
March 2.

The press reported increasing American interest in Canadian short-
term Treasury bills, finance company paper, and commercial paper since the
beginning of the year. Although the amounts now being sold are not known,
it is reported to be a record level. This increased interest is said to
have emanated ih fact from certain tax incentives which permit. pooling of
earnings for manufacturing with earnings from short-term paper, subject
to lower tax rates. .

Bond market. There was little change in Canadian bond yields
during the week with only slight easing in the shortest maturities. The
spread favoring the Canadian securities widened some as a result of declines
in U.S. yields. The spread between comparable Canadian and U.S. securities
follows (figures in parentheses refer to the previous week):

0.78 per cent on a 9l-day bill (0.67)
.91 per cent on a 182-day bill (0.69)
.04 per cent on a 8-year bond (0.99)
.31 per cent on a 30-year bond (1.30)
.19 per cent on a 35-year bond (1.L8)
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The Bank of Canada sold $11 million of over-2-year bonds and offset them i
by buying $12 million of under-2-year maturities. The Government Accounts i

- purchased $5 million of bonds while the chartered banks sold $5 million
and the general public sold $1 million.

According to the Canadian press, the new Canadian Government
short-term issue (see Capital Market Developments, March 8, 1961) was well
received, However the Bank of Canada purchased $25 million of the $100
million being offered to the public. :

The press indicated that the City of Montreal is considering
raising $100 million through the sale of bonds, possibly in the United States.
Some strengthening in the spot rate on the Canadian dollar followed this
report.

Stock market. Industrial stock prices continued to rise through
the week ending March 3, and fell of f slightly early in the following
week. The following table compares indices of industrial prices in
Toronto, Montreal, and New York Standard & Poor:

New York
Toronto Montreal Standard & Poor
. 1960 High 532.94 320.0 65,00
Low L72.38 258.5 55.34
: 1961 Feb. 2L SL7.9L 296.1 66,38
27 SL7.75 295.2 66.98
28 550.75 ° 295.8 67.08
Mar. 1 — 550.63 297.1 67.09
2 551.79 298.3 - 67.58
3 553.50 298.8 67.72
6 552,06 " 299.7 i 67.87
7 58L.25 . 298.1 67.21

The quantity of stocks sold on all Canadian exchanges rose again during
the week ending March 3, to $11.1 million compared with $10.2 million
the previous week and $9.8 million the week before.

Foreign exchange., The Canadian dollar continued to strengthen
through the week and closed at 101.7 (U.S. cents) last Thursday compared
with 101.5 (U.S. cents) the week before. In spite of a widening of the
spread favoring the Canadian short Treasury bill, the forward rate on the
Canadian dollar moved to a premium for the first time since October 1960.
This trend would seem to indicate substantial investment in the Canadian
‘bill is on an uncovered basis (see Chart).

British Commonwealth Section
Division of International Finance
Board of Governors of the Federal Reserve System
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Selected Canadian Money Market and Related Data
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| Net incen-
3-mo. Treas. bills Canadian dollar tive to
Tanada Spread Sp7t 3-mo, -discount (-) hold 0
L U.5.%/ over U.S. forward premium(+)d bil1e
. 1959 - High 616 L.L9 2.96 105.51 - -- -
i Low 3.25 2,80 0,30 102,58 - - -
i 1960 - High Sely  L.53 1.62 105.27 -- 0.99 1.99
I Low 1,68 2,10 -0.82 100,33 - -0:91 -0.57
{ Feb, 16 2,86  2.38 0.48 100.98  100.97 - =0.06 0.L2
: 23 3.1 2.5 0.57 10145 10l.2  -0.12 -obg
Mar, 2 3.21  2.54 0.67 101.50 101.48  -0.06 0.61
9 3,21 2.3 0.78 101.72  100.7h 0.06 0.8L

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

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

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

premium (column 6).

Selected Government of Canada Security Yields

Intermediate Long-term bonds
6-mo. Treas. bills bonds (8 yr.) (20 year) (35 year)
Spread Spread Spread Spread
Canada. over Cangda over Cangda over Can: over
a/ wsh/ S usd e usd/ i u.s.b/
1959 - High 6.2l - 5.27 - 5430 - 5.05 -
Low 5,11 -- h.50 - Loy - Le73 - ~-
1960 - High 5.33 137 5.55 1.1l 5.2 1.36 5.28  1.61
Low 1.99 -0.86  L.O9  0.21 L.63 0,85 L68 " 0.95
Feb, 16 3.15 0.58  L.6h  0.84 5.08 1,29 5.15 1,37
23 '3.37 0.65  L.63  0.95 .01 1,30 5.06  1.50
Mar. 2 3.43 0.69 L.66  0.99 5.06  1.30 5.06  1.L8
9 © 3.1 0.91 h.és 1.0k 5.06 1,31 S.0Lk  1.49

a/ Average yield at weekly tender on Thursday.
/ Spread. between Canadian auction rate and composite market yield of U S.
bill on close of business Thursday.
¢/ Government of Canada 2-3/l4 per cent of June 1967-68,
d/ Spread over U.S. Government 2-1/2 per cent of 1963-68.
e/ Government of Canada 3-1/L per cent of October 1979.
I/ 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.
“h/ Spread over U.S. Government of 1995%

Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



-18-

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

ons of Canadian d 8, par ue
. Bank of Canada Chartered banks . General public
- Teas, — - Government Treas. — Tevings Tesws. ——
bills  Bonds T Tolal bills  ~ Bonds  bonds bills  Bonds i
Jan, § + 2 - 2 - 11 + 18 - 12 - L - 15 + 10 g
12 -9 - 12 + 16 + 39 -2 +16 -2y -1 5
19 -1l - 25 + 25 +10 - 17 -7 o+ 3 %17 g
26 - - 20 -1 - 15 + hly - 6 -7 - 10 +, 7 %{
Feb. 2 - 18 ~ hé - 61 + 2k + 51 - 3 - 8 + 56 3
9 + 5 - -6 + 33 +8 -3 -3 -6 ¥
16 + 10 - 30 -9 - 8 + 22 + 7 + 6 + 8 S
23 - L + 12 - 6 + 18 = 7 -7 -9 -1 3:
Mar. 2 + + 2 - 36 + 3 + 1 - 6 -7 -7 i
9 + 2 + 1 + L - 2 - 5 - 3 + 1 -1
urce s [ s Wee stice,
Selected Canadian Financial Statistics
(in millions of Canadian dollars or per cent)
Monthly Weekly
Nov, Deca Jano Feb, 9 Feb, 2 _Feb. 23

1. Money supply:
Currency and deposits 13,768 13,811 13,763 13,720 13,727 13,690

Less: Govt, deposits 628 ~ Su8 35k 519 507 -, ___Lér1
Equals: privately held 13,140 13,253 13,u09 13,201 13,220 *13,223
Change in period ~ 241 + 123 + 146 ~ 208 + 19 + 3

2. General bank loans 5,027 517 25,006 5,003 L;996  L4,991
AR a - 17 - s

Change in period + 56 + 90 L1 +

3, Total Govt. securities: 17,994 17,760 174239 17,736 17,742 17,734
Of which: Treas. bills 1,985 1,985 15985 ¢ 1,985 1,985 1,985

Bonds 12,377 12,179 12 5,;!.61 12,161 12,160 12,160
Savings ponds 3,632 3,596 3,493 3,590 35597 35589
Lo New security issues& 1,0l 1,311 788 159 390 131
0f which sold in U.S. 0 1 1 0 L [0]

5. Chartered bank liquidity:
Cash reserve 988 1,017 1,027 1,015 1,018 1,002
Cash ratio 8,1 8.2 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 765 16.8 17,4 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
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. Appendix 1

United Kingdom: Money and Capital Markets During February

Interest rates moved up in London money and securities markets
during January. The rise in Treasury bill rates brought to an end a S-
month decline. Bond yields were at record highs and bond prices in February
and early March were below January levels.

Weakness of sterling in the foreign exchange market contributed
to the general rise in interest rates. During the month the spot rate fell
further by nearly 1.5 U.S. cents. A sharp fall in official reserves of £18
million ($50.4 million) in February was the first fall since January 1960.

SIS ey

=

e

7

22

-

§
&

This weakness of the pound appears to have reflected a change in
foreign attitude about the dollar rather than any general market concern
about the pound. After British bond yields failed to fall in the wake of
October and December cuts in Bank rate, foreign investors are reported to
have sold British bonds. In turn, rising U.S. stock prices have attracted
funds from the London market.

The return of the free gold price in London to the level pre-
vailing before the October boom also reflected, among other factors, the
improved status of the U.S. dollar. The foreign exchange and bullion
markets were unsettled after the revaluation of the D-mark and the Dutch
guilder was announced on March L.

The Treasury bill yield in London continued to exceed the New York
bill rate by 2 per cent. The net incentive in favor of London with the
exchange risk covered remained above one per cent until mid-February but
fell below 0.90 per cent per annum as the forward discount for the pound

widened.

Money market conditions. After declining for the preceding 5
months, money market rates rose continually through February and early
March. The yield on the United Kingdom 3-month Treasury bill rose from
Li.17 per cent on February 3 to L.Ll per cent by March 3 (see Table). The
spread between the British and J.S. Treasury bill yields continues to be
Jjust under 2 per cent.

The incentive to hold the London bill rather than the U.S. bill
(with exchange risk covered) remained over one per cent until mid-Feburary.
Thereafter it declined by about 18-19 basis points because the discount
on forward sterling widened (see Table and Chart).

A

> f‘f {

S

- Bond market. Yields on undated British Government bonds rose .
further in early February to new record highs. Thereafter they declined
slightly but by early March yields had regained their earlier levels (see
Table). The yield on undated 3-1/2 per cent War Loan stood at its all-time
high of 6.18 per cent in early March and the yield on 2-1/2 per cent Consols
was ‘at its highest level since the summer of 1798,
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Yields on intermediate Government bonds continued to rise
following a slight decline in late February while yields on shorter-term
issues eased slightly (see Table).

Details were announced on February 27 of the offer for sale by
the Iron and Steel Holding and Realisation Agent of some £105 million of
securities representing the hitherto nationalized steel industry.

New capital issues. New capital issues on the London market -
(excluding Treasury operations) during January totaled £45.7 million
compared with £36.0 million in January 1960, according to estimates of
the Midland Bank. Total new issues were broken down as follows (in

millions of pounds):

Borrowers » Jan. 1960 Jan, 1961

United Kingdom 32.8 L5

Overseas 362 0.3
Total 36.0 ) E_ 3 N

Sterling balances. Over the year 1960, sterling liabilities to
all coumtries increased Dy £380 million to a total of £4,436 million.
Sterling area countries ran down their balances by £22l4 million and other
countries invested an extra £604 million in London. Some £243 million came
from North America and £312 million from Western Europe.

In the fourth quarter of 1960, sterling holdings rose by £89
million. Those of nonsterling countries went up by £2L1 million; this in-
cluded a rise of £170 million in North American holdings, which was largely
the acquisition of £131 million by the Ford Motor Co. in anticipation of
payment in Januapy for the minority interest in the U.K. Ford company.
Holdings of the rest of the sterling area fell by £97 million. Those of
nonterritorial organizations fell by £55 million, mainly because of the
final repayment (£30 million) by the United Kingdom in October of the 1956
drawing from the IMF and a further voluntary repurchase (£17 million) in
December. The principal increase in sterling balances held outside the
sterling area was concentrated in the last three quarters of 1960 as may
be seen in the fqllowing table (in milliorsof pounds):

Rest of Western Latin

sterling area No. America Europe America
End of Offi- Pri- Offi- Pri- Offi- Pri- Offi- Pri-
period cial vate cial  vate cial vate cial  vate

Dec. 1959 2,165 539 5 55 99 288 8 i
Mar. 1960 2,156 51} 8 50 102 306 25 -
June 1960 2,154 520 8 83 131 358 36 5
4 Sept. 1960 2,085 . L92 6 127 305 L27 Sl 6
Dec. 1960 2,480 303 699 65
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End of Other Nonterritorial Total
period Official Private organizations Official Private :
— i
Dec. 1959 213 131 705 3,195 1,017
Mar., 1960 200 131 . 688 3,179 1,001 ;
June 1960 212 107 611 3,202 1,073 2
Sept. 1960 202 139 ol 3,156 1,191 %
Dec. 1960 0 59 L,L36 ¢

il
3

Source: Bank of England Quarterly Bulletin, December 1960, and
mimeographed Treasury release.

Trade balance. The seasonally adjusted trade gap in January
remained at about the monthly average for 1960, Exports (including re-
exports) rose from their December level of £314 million to £331 million
in January, while imports rose from £387 million in December to £L01 million
in January.

Clearing bank loans. Loans of the London clearing banks rose by
£l3 million in the month to mid-February. However, this figure may not
be comparable to previous figures because between £20 million and £30
million may have been transferred from loans to liquid assets as a result
of new facilities offered by the Bank of England whereby medium-term export
credits within eighteen months of maturity may be considered by the banks
as liquid assets rather than loans. Thus there appears to have been a
residual rise in the range of £55 million to £65 million in bank loans.
Gilt-edged investments during the month were reduced by a further £18
million, while gross deposits fell by £180 million. The average liquidity
ratio fell a full two points to 31.1 per cent from its level of 33.1 per
cent in the month to mid-January. The mid-January figure was abnormally
large because of technical factors due to the transfer of several of Lloyd's
Eastern branches to another bank. !

Installment credit. New credit extended by finance houses
(mainly for motor vehicles) declined more than seasonally in December and
was 33 per cent lower than a year ago. Despite a small seasonal increase
in credit sales by household goods shops, total installment credit debt
outstanding fell during the month by £7 million, to £935 million.

-~ Building and loan associations. . The Building Societies Associ-
ation 77 per cent sample of all societies shows record home loans in

1960 of £417 million, indicating a figure for the whole movement of some

2540 million, against £511 million in 1959. Combined assets of all societies
at the end of 1960 are estimated at about £3,200 million, compared with £2,902
million a year earlier, For the final quarter net receipts from investors

of £48 million compared with £26 million in the third quarter and £5L.4
million in the final quarter of 1959. Final quarter (1960) advances of. £108
million included £12.5 million lent on pre-1919 houses. The house mortgage °
rate is unlikely to fall below 6 per cent for many months to come, - according i
to the Building Societies Associations.
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Bullion market. The price of gold on the London bullion market
continued To fall through February from $35.29L0 per fine ounce early in
the month to $35.0822 by early March. It is now at the level at which
it tended to fluctuate narrowly about before the mid-October boom."

Sterling Spot Dollar
fixing price sterling fixing price
Feb, 3 251/9 280.39 35.2940
10 251/- 280.17 35,1613
17 250/11 279.95 35.1220
2l 250/10 279.73 35.0828
Mar. 3 251/- 279.54 35.0822

Foreign exchange. Spot sterling has fallen steadily since mid-
January (see Table). From 280.73 U.S. cents on January 29 spot sterling
fell to 279.30 U.S. cents by March 7.

The discount on 3-month forward sterling widened in late February
(see Table), while the discount on security sterling has narrowed (see
Chart).

Britain's goid and foreign currency reserves fell by £18 million
in February to £1,141 million. This is the first fall in over a year.

Stock market. Stock prices tended to rise generally fhrough
February and early March with the Financial Times index of share prices
rising from 315.0 on February 3 to 328,9 on March 3 (see Table).

British Commonwealth Section
Division of International Finance
Board of Governors of the Federal Reserve System
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Net “Exchange rate

3-mo. Treag_\gz] bill Discount incentive Spot Discount
iffer- on 3-mo. to hold sterling on 3-mo.
Date Uk U.SY “ence  steriing®/ U.K, biid/ _ ¢ sterlingf/

1959 - High 3.6 Lo? ol e - T - -—
Low 3.0 2.6 0 - - - !
1960 - High 5.68 oS¢ 3063 1.95 281.58 1.6L
Low  2.13 2,05 0.8 -.223 279.83 (P)aL7
Jan, 6 “lo3l 2,28 2,06 1,03 280,72 0.72
13 Ls30 2,27 2,05 1,06 280,73 0.68
20 4o78 2,22 PR 0,91 1,05 280,73 0.6l
Y Lbal? 2,18 1,65 3,86 1.13 280.65 0,60
Feb, 3 Uo7 2,28 1,89 3079 1,10 280,20 0.55
10 Le30 2,35 1.91 0,83 " 1,08 280,20 0.58
17 Lo38  2.LC 1,98 _0.91 1,07 280,00 0.6L
2l Lo 2,52 . .88 1,00 0,88 279.63 0,70
Mar, 3 bolly  Zo51 1035 1,04 0,89 279,62 0.73

Average yield at Friday weekly tender,

Closing market yield for Friday in New York.

g/ Spread between spot and forward rate in per cent per anmum.

d/ Net of difference in bill yield less discount on 3-month sterling.
e/ Spot rate in New York market in U.S. cents. :
T/ Spread between spot and forward rates in U.S. cents.

«

United Kingdom: Selected Capital Market Yield_g

6-ye 15-yc Cons Share , Yie. Share
/ bonL/ lonn_/ _71 Eel e _gﬁ Bricesg/
Gl 5,70~ L[l.96 1.L9 338.6

1960 - High 6,;1 6,20 5, i
. Low lo93 Co33 So%3 5002 3070 0,63 294.6
Jani, 6 6011 5. 3085 5,70 Lo73 0,97 310.6
13 6010 5070 6,01 5.7h bo73 1,01 308.5
20 6,10 5,07 5,02 5,75 k.67 1.08 31L.2
27 6,12 5,08 3,08 5,80 © L.71 1,09 312,7
Feb, 3 6,11 6,05 5,12 5.8L Lo.65 1.19 315.0
10 6,.0 5,08 5,15 S,85 lo61 1.2k 322,5
17 6,07 6,00 5,18 .86 1,60 1,26 319.9
2L 5,95 6075 6053 5,80 1,56 1.24 3234
Mar, 3 6,05 5020 6,8 5.88 LoSh 1.3L 328.9

/a/ 5-1/2 per cent Exchequer, 1966,
B/ 3 per cent Savings Bond 1965-75.
J 3-1/2 per cent War Loan (undated).
2-1/2 I;:lr ;ent Consol (undated)
S,
T/ Difference between yield on 2-1/2 per cent Consols and share yield.
D|g|t|ze(¥f@2@£®£§°
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