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CAPITAL MARKET DEELOPMENTS
AUG 8 19681 IN THE UNITED STATES

uding Monthly Review of Capital ‘Market Developments)

Public security financing to obtain new capital was in moderate
volume last week, but is expected to be light this week. Last week, end-
ing August L, large security offerings by corporations aggregated $105
million while State and local govemment bond issues totaled $36 million.
This week, ending August 11, one large corporate bond issue of $20 million
is scheduled for sale and two State and local bond issues with par value
of $39 million are on the calendar.,

Bond yields., Yields on Aaa-rated corporate and U. S. Govemment.
long~term bonds reached new highs for the year last week, increasing 3-and
S basis points, respectively; yields on Aaa-rated State and local government
bonds declined one basis point while those on Baa-rated municipals wer

unchanged. :

Short- and intermediate-tem interest rates. Yields on Treasury
bills and 3-5 year Government obligations rose last week. Yields on 3-
month bills increased 6 basis points while those on 6-month bills rose
S basis points. Yields on intermediate-term otligations also increased
6 basis points to reach a new high for the year. The average effective
rate for Federal funds at 2.05 per cent was up 120 basis points from the
revised average for the week ending July 28. Other short- and intermediate-
term interest rates were unchanged.

FNMA secondary market operations. Secondary market mortgage
purchases by the Federal National Mortgage Association rose somewhat in
June after little change in May; offerings of mortgages to the Association,
which had begun to turn up in May, increased further. Sales continued very
sharply down from the high reached in April and were at the lowest level
since last November.

Stock prices. Common stock prices, as measured by Standard and
Poor's composite index of 500 stocks, increased 1-1/2 per cent last week,
closing at a new high of 67.68 on Friday. Trading volume averaged 3.8
million shares a day, an increase of 0.3 million shares from tle
previous week. .

Capital mrkets in July. The volume of new corporate security
financing remained large in July, totaling close to $1.0 billion, only
slightly less than the very large volume of the immediately preceding
months. New State and local government bond fimancing, however, declined
sharply to about $450 million, the smallest since last October.
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The corporate bond market was under considerable pressure early
in July as new issue volume continued large and yields on seasoned
corporate bonds increased further. However, as it became apparent that
the volume of new offerings for the rest of the summer would be guite smll,
investor reception of new issues improved markedly and bond yields stabilized.
Late in the month yields rose again, influenced by the increase in the
British Bank Rate and the President's defense speech. For the month as a
whole, yields on seasoned Aaa-rated corporate bonds rose 8 basis points to
L.US per cent (daily basis). At this level yields were 2L basis points
above this year's low and only 16 basis points below their early 1960 peak.
Average new issue yields (adjusted to an Aaa basis), reflecting largely
the improved market sentiment around mid-month, declined about 5 basis
points from their June average to about L.60 per cent.

The light volume of new State and local govemment financing in
July enabled underwriters to reduce substantially their very large volume
of advertised inventories and municipal bond yields declined. Dealers!
inventories of unsold securities were reduced by nearly $100 million during
the month to a total of only slightly over $L0O million. Yields on Aaa-rated
municipal bonds declined L4 basis points from their end of June level
(which was also their high for the year) to 3.33 per cent on July 28.

Common stock prices changed little on balance during the first
three weeks of July in moderate trading volume. The last week of the month,
however, prices increased sharply, reflecting primarily initial investor
reaction to the President's speech. Most of the price increase occurred
in heavy trading (over 4.0 million shares a day) during the two days
immediately following the speech. For the month as a whole, prices, as
measured by Standard and Poor's index of 500 stocks, rose 3 per cent to
66,76, 1 per cent below their mid-May high, and trading volume averaged
3.0 million shares a day.

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

Capital Markets Section,
Division of Research and Statistics,
board of Governors of the rederal neserve System.
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Exhibit B - Tables for Exhibit A

Long-temm Bond Yields

-5-

High-grade
State and Spread between
Date Corporate U, S. Govt. local U, S. Govt, and
/Aaa 1/ long-tem 2/ | government Corporate Ist.at.e and
. Aaa Aaa local Aaa
(per cent)
1554 - Low 2,85 (4/23) 2,15 (s/6) 1.90 (9/2) .30 .30
1957 - High 4.1Y (s/27) 3.76 (10/18) 3.L5 (e/29) .60 .50
1958 - Low 3.55 (5/2) 3.07 (4/25) 2.6l (sn) .22 .3b
1959-60 - High 4. 6L (1/29/60) k.12 (1/8/60) 3.65 (9/24/%9) .59 92
1960 - Low L. 23 (s/9) 3.75 (g/5) 2,99 (/) 19 .53
1961 - High L.b5 (8/L) © 3.94 (8/k) 3.37 57/6) .57 .76
Low L.21 (3/27)  3.70 (5/12)  3.12 (2/23) .o L6
July 7 B L.39 3.92 3.37 7 .55
July 14 I 3.92 3.36 .49 .56
July 21 Lla 3.88 3.34 .53 .5k
July 28 L.b2 3.89 3.33 .53 - .56
JAug, bp/ - L.bss 3.94 3.32 .51 .62
Lower-grade
/ . Spread between
y State and
Corporate Aaa_and Baa
Date 3/ Baa 1/ log:;ll. g;vt. ¢ + State and
orporate local povt,
(per cent)
195), - Low 3.4l az/m) 2,93 (s/5) .52 .96
1957 - High 5.10 (11/20) .51 (8/29) 1.27 1210 —
1958 - Low 4.5 (1) 3.64 (s5A) -1 .93
1959-60 - High 5.36 (2/12/e0) L. 46 (1/7/60) .8l 1.08
1960 - Low 1.98 (s/9) 3.98 (12/29) 4 86
1961 - High 5.12 (1/27) 4.16 (3/23) .81 .93
Low 5.00 (L/21) 3.93 (6/3) .67 .57
July 7 5.07 3.94 .68 .57
July 1h 5.08 3.95 .67 .59
July 21 5.09 '3.93 .68 .59
July 28 5.10 3.93 . .60
,Aug. b p/ 5.1 3.93 .66 .61

p/ Preliminary.

1/ Weekly average of daily figures, Average term of bonds inoluded is 23 «26 yoars;—

2/ Weskly average of daily figures, The series inoludes bonds dus or callable in 10 years or more,

3/ Thursday figures. Only gensral obligation bonds are inoluded; average term is 20 years,

Note,--Higha and lows ape for indl vidual series and may be on different dates for different series,
For spreads, high refers to widest, and low to narrowest,
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Exhibit D - Tables for kExhibit C

Siort- and Intermediate-term Interest hates

Govemment
Discount| / § Yields Spread between yields on

Date rate 3-month 6-month 3-5 year 3-month bills and yields on

V" | bimtsz/ | vuitsz/ | iseuss 2/ [bme. B[RS yr- fssucs

: (per cent) ’
;1954 - Low 1.50 .61 (e/1) - 1.66 (4/30) - 66
11957 - High 3.50  3.6L (1018) -- 4.0L (20/20) L - .86
1958 - Low 1.75 .58 (s5/29) 3,02 (12/26) 2,1k (6/8) .26 .0l
1959-60 - High | L.00 - 4.59 (1/e/e0)  5.07 (1/8/60)  5.00 (12/24/59) 79 1.81
1960 - Low 3.00 2,11 (10/28) 2,38 (12/30)  3.L0 (12/30) 16 38
19¢. - High 3.00  2.56 (3/3)  2.75(3/3) 3.7k (8/L) .25 147
! Low 3.00 2.17 (1/27) 2.35 (h/28) 3.15 (5/12) W12 .92
TJguly 7 3.00 2,31 2.9 3.6 .18 1.38
July 1k 3.00 2,25 2,46 3.72 .21 1.47
July 21 3,00 2,19 2,39 3.66 .20 1.47
July 28 3.00 2,22 2,146 3.68 .2l 1.46
, Aug. b p/ 3.00 2,287 2,51 3,74 .23 . 1.46

f Banks and, Othexi-Private Borrowers
I Spread between
. Stock Exchange Prime Finance company Federal
Date . -mo. bills and
e call loan )/ rate 1/ paper 3/ funds L/ iiﬁgnce co? ;:per
(per cent) E

#

#1958k - Low 3.00 3.00 1.25 (12/31) n.a. 0
1957 - High s, 50 L.%0 3.88 (11/15) 3,50 (11/8) .63
1958 - Low 3.50 3.50 1,13 (8/8)" W13 (5/29) . =35
£959-60 - High, 5,50 5.00. 5.13 (1/22/60) 14,00 (5/3/50) 1.02
51960 - Low l.50 L.50 2,88 (12/30) .95 (1272) .22
@961 - High L. 50 ) 2.88 (3/10) 2,85 (2/17) .56
5 Low 4.50 h.50 2,50 (7/28) . .L3 (1/27) A1
duly 7 L.50 L.50 2,50 .85 19
July 1b L.50 L4.50 2,50 .85 .25
July 21 L.50 4,50 2,50 1.30 .31
July 28 L.50 .50 2.50 .85 .28
Aug. L p/ k.50 4.50 2.50 2,05 .22

1/ Veekly rate showa is:isb in effect at end of period, Discount rate is for Federal Reserve Bark of New York.
Stook Exahange call Yeah rota is going rate on call loans seoured by oustomers' stook exchange collateral at
Mow York City banks, Prime rate 15 that oharged by large banks on short-ters loans to busimess borrowers of
‘thes highest oredit standing.

2/ tariet y1e1d; weekly averages computed from daily oloaing bid prices. Series of 3.5 year issues consists of
selocted notes and bonds, ]

3/ Average of daily rates published by finamos companies for diractly pleaed paper for varyiag maturities in ths
90~179 day ragee.

4/ Weekly avecage of dutly effective rate, which 13 the rate for ths heaviest volume of pur and sule tr ono
as reported to the Pederal Ressrve Bank of New York. *

PNt i are for individual serias and may be on different dates for different dates for different series,
DIgItIZe‘ﬂ"TUI’:E‘Fgéﬁ o high refers to widest, and low to narrowsst, :
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Exhibit F - Tables for kxhibit E ~9-

Stock Market

Common Trading Stock market customer credit
Date Stock price stock volume 3/ Customers? Bank
index 1/ yields 2/|(millions Total |[debit bal- | loans to
. (per cent)[of shares) ances-li/ ["others® 5/
(In millions of dollars)
1957-60 - High | 60.51 (1/21/59) 3.08 L.9 L,76L (4/59) 3,LOL (4/59) 1,373 (5/59)
Low | 39.L8 (12/20/57) L.72 1. 3,554 (i/s8) 2,482 (12/57) 1,060 (11/57) .
1961 - High 67.68 (8/L) 2.89 5.8 - 5,386(5/61) 4,060(5/61) 1,376(7/19)
Low -58.L8 (1/6) 3.32 2.7 Liné(1/61) 3,253(1/61) 1,152(3/8)
June 65,62 2.99 3.3 5,358 4,015 1,343
July 65.38 2,98 3.0 n.a. n.a. 1,364
July 21 61,86 3.02 2.7 n.a, - n.a. 1,376
July 28 66,701 2.93 3.5 n.a, n.a. 1,364
Aug, 4 p/ 67.68 2.89 3.8 n.a. n.a. n.a.

n.e,=-Not available, ~—p/ Prelinirary,

y Standard and Poor'e comporite indsx af 5U0 coxmon stocks, wackly olosing pricss, 1941-43:10, Monthly data ure
averages of daily figures rathor than of Fridey's only, High: and lows are for Fridays' data only,

Standard and Poor's ocmposite stock yleld baned on Wednesday data converted to weokly clasing prices by Federal
Reterve, Yiolds shovm are for dates on which price index reashod 1ts high or low,

Avercges of daily trading volizte on the New York Stock Exchange,

End of month figures for member firms of the New York Stock Exchonge whioh carry margin accounts; excludeu balances
ssoured by U, S, Governuent obligetions. . ’
Wednesdsy figures for weekly roportirg member banks, Exoludss lozns for purchasips or carryirg U, S, Governnent
socurities, Prior to July 1, 1959, such lozns are excluded only at banks in Now York and Chicrgo, Weekly reportirg
banks account for about 70 per cont of loans to others. For furiler detail see Bulletin,

1 ore w

Federal National Mortgage Association Secondary Market Operations 1/

- Estimated Offerings to FNMA Purchases Sales

Date Total Inmediate | Standby by by
purchase |commitment FNIMA ENMA

(In millions of dollars)

1960 - June 99.9 93.7 6,1 60.8 1.0
July 88.0 82.9 5.1 93.7 3.2
Aug. 10L4.0 89.1 1L.8 - 75.6 .1
- Sept. 73.1 .8 3.3 63.0 .8
Oct. 83.2 68.6 14.6 - 58.8 1.1
Nov. 61,7 56.9 4.8 51.2 8.9
Dec. 53.3 5Lk 1.9 L5.5 23.3
1961 - Jan. 50.1 48.1 2.1 .2 26,2
Feb, 36.3 33.7 2,6 33.7 70.7
Mar. 33.7 29.8 3.9 31.6 115.4
Apr. 26.h . 2h.0 2,h 21.8 165.6
May 35.0 32,2 2.8 21,3 10L.4
June 7.9 16.9 1.0 25,4 17.2

¢weLess than $50,000.
y Data represent unpaid principal talances of the mortgages involved, exolusive of premiuns, dis-
- counts, or other charges, Offeringu are amounts of applications received during the period from

sellers proposiig that FNMA execute purchasing contracts. An {mmediate purchase contract covers
existing mortgeges whioh the seller must deliver to FNIA within 45 days, A standby commitment
contract relates to-proposed mortgages, on housing not yet under construction, which the seller
must ususlly delives within one yoar. Purchises include thous under both-imnsdiate purchases and
gtandby comnitment contraots, Data exclude FNMA activity under Special Assistance and Mansgement
and Liquaating Progrems, .
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Exhibit G

Long-term Corporate and State and Local Oovemment;

Security Offerings and Placementa

(In millions of dollars)

New capital -
Corporate 1/ : tate and local .2/

i 1961 1 1560 [ 1959 1961 ] 1960 ™ 19%
January 580 570 82 708 700 &8 .
February €67 75 738 661 611 8%
March 562 860 6lp 759 568 638
April 2,115 761 *89L 678 n9 93k
Hay p/1.223 577 785 /550 545 568
e p/1,1L9 - 1,0Lk 887 e/1,050 991 . 987
July e/1,000. 736 535" &/1,50 Ly kb3
.gzg:st.be { 7 500 962 7ho ;5750 &‘?‘S 15‘%
Sept ember = 72 703 -

October 890 879. 3L8 593

November ' 956 86l 501 k50
December - 852 900 191 L78

1st quarter 1,809 2,15 2,20l 2,128 1,880 2,1l
2nd quarter e 2,382 2,567 2’5o 2,256 2,188
3rd quarter RS 1:9713 &/2,218 ""’ﬁg i:‘s'”
th quarter . 2,698 2,6 1,3 2521

1st half p/6,296 ; L,771 06 4,136 L,634

Three quarters i lé‘;;g; 6,750 &/l 5,916 6,067

Year 9,653 $,392 : 7,251 7,588

Excluding finance companies 3/

1st ouarter 1 1,999 -

2nd quarter p/ )4'53531'; %’Zé? 2:1;12 .

3rd quarter “ Y 1,716

Lth quarter 2:3u7 2,503

Year 8,246 8,630

&/ Estimsted, — ’

y Securities and Exchange Commnission estimates of net proceeds,

2/ Investmont 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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Exhibit H i

Other Security Offerings
(In millions of dollars)

Gross ldnp-te!‘m 1/ -

| Forei rovernment 2/ Federal apency 3/
1961 i 1960 [ 1959 1961|1960 | 1959

January 6 2 81 - 182 199
February 29 175 60 - 150 -
March 20 70 2 252 150 175
April - S 3 8 100 u -
May o} 72 50 1hy 354 -
June B Lo L2 - --
July 25 8s - -
August 1 1 199 98
September 36 35 - 150
October 3 EY T 160 T -
November 2 30 ’ k9 -
December n 70 ] 181 86

Year 533 547+ 1,672 707

: Net short-term L/ )
[ State and local government 5/ — Federal agency 3/
January 160 - 58 -k bk “196 -82
February - 195 1o 181 ~162 -202 176
March 368 -80 b -7k -59 X}
April 103 70 197 =19 =277 50
May -146 25 87 170 - 368
June ) =157 ~197 320 286
duly . B 5 95" - 362
August ns . 392 . . 23 133
September =175 5 -201 . .19
October -16 -81 - =23 260
November . 50 -176 : =33 2l
December -189 117 =250
Year 18 362 -633 1,969

g/ Proliminary,
1/ These data differ from thoss in Exhibit O in thas refunding 1ssues, as well as mew caplital issues, ars inoluded,

Long=tern seourities are defined as thoss maturing in more than one year,
2/ Tnoludes sscurities offered in the United Stutes by forelgn govornzents and their subdivisions and by intare

mtioml org ons. Sourcet S 1ti o3 and Exohange Comziesion,
3/ ILsousa nob guprantmed by the U, S, Govermseat. Sources long-term, Seouritiss and Ixchange Commission; short~

ters , Treasury Dspartaent and Pedsral Reserve. . .
4/ These data differ from $hose in Kxhibdit G and above in $hat they represent new offerings lebs retiresents, whether

froa thclpnclldl of refunding issuss or from other funds, Data include only issuss with originel maturity of one
your or less, - !
5/ Prinoipally tax and bond antioipation notes, warrante or certificates and Publio Housing Authority motes, Ia

DigiTiZ%:fo’EmSE fotes inoluded may have a somewhat longer term than one ysar, Sources Bond Buyer and

http://fraser.stlouisfed.org/
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Exhibit I

12— .
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/
government
1960 - July 303 191 -
August 581 298 75
September 266 367 25 "
October 566 L6 71 : Ly
November L65 186 150 ki
December ~ 260 222 99 i
1961 - January 17 391 -— i
February 267 360 -
March 70 Los 61
April 1,572 383 -
May 557 256 25
June 532 616 151
July 475 179 --
_Large Individual Issues Offered August 1 through L ‘ B
Amount Coupon 5
(millions rate or [Offering ;
Issuer Type 3/ of Maturity( o "o yield Rating
dollars) est cost
CORPORATE
Texas Eastern Trans. Co. Deb, 30.0 1981 5-3/8 5.38 Ba

Texas tasterm Trans. Co. [Conv.pfd.stk. 20.0

Long Island Lighting Co., [lst mtg. bds. 25.0 1991 5 4.90 A

Kimberly-Clark Corp. S.F, deb, 30.0 1986 L4-5/8 L.63 Aa

STATE AND LOCAL GOVERNMENT

State of Maryland G.0. 16,9  1964-76 2,92 2,00-3.10 Aaa

Public Housing Authority - 60.3 1962-2002  3.L5 1.40-3.63 Aaa

Sacramento USD, Calif. G.0. 10.0 1963-86 3.39 1.85-3.53 b/Aa
OTHER

None
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tootnotis '

Includes corporate «nd other security offerings of 15 million and. over;
State and local government security offerings of 10 million and over.
Includes foreign government and International bank for Keconstruction and
Development issues and non-guaranteed issues by Federal agencies.

In the case of State and local government securities, G. 0. denotes general
obligations; Rev.-Ut., revenue ouvligations secured only Lty 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 specitic
taxes cnly; Kev.-Rent., revenue tonds secured solely by lease payments.

RRK

L/ 1986 mesurity ros rsoffersd
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Exhibit J

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

Expected Proceeds from Forthcoming Large Issues

i

- Duﬁ.ng month following Subsequent to
Date of date shown date shown
computation State and State and
Corporate [local ovt. lother 2/ |Corporate |7~y ﬂwt.[other 2/
1960 - iuly gg 592 %5 - 1,006 3§h -
. ug. 21, 3 - 731 283 -
Sept. 30 576~ 212 7 836 336 127
ﬁct. % ggg Sﬁ& 50 58? ;Zé 50
ov. 2 - 33 -
Dec. D 91 112 - 1,036 682 -
1961 - Jan. 31 110 181 - 1,046 360 -
Feb. 28 55 307 - 1,125 638 --
Mar, 31 1,580 559 - 1,700 806 -
Apr, 28 5l2 236 15 687 579 15
May 31 L87 L31 75 611 771 5
June 30 521 195 - 666 291 -
July 31 170 Loé - 255 537 -

Forthcoming Large Offerings, as of August L

Amount
Approximate date
Issuer Type (millions
of dollars) of offering _

CORPORATE
Northern State Power Co. 1st mtg. bds. 20.0 Aug. 9 o
Consumers Power Co. 1st mtg. bds. Lo.o Aug. 16 K
Clark Equipment Credit Corp. Deb, 20.0 Indefinite !
Commerce 0il Refining Corp. Deb., bds. & com. L5.0 Indefinite

- Realty Collateral Corp. Coll. tr. notes, 20.0 Indefinite
STATE AND LOCAL GOVERNMENT

St. Petersburgh, Fla, Rev,-Ut, 14.0 Aug, 8 *
Pennsylvania General State Authority| Rev.-Rent. 25.0 Aug. 8
Washington Sub. Sanitary Dist., Md. G.0. 10.0 Aug. 15
State of California G.0. 225.0 Aug. 16
Cook County, Illinois G.0. 25.0 Aug, 22
San Diego Unif. Sch. Dist., Calif. G.0. 20.0 Aug, 29
Orleans Parish Sch. Dist., Ia. G.0. 10.0 Indefinite
Dade County, Florida G.0. k6.0 Indefinite
Jacksonville Expressway Auth. Rev, -Ut. Lo.0 Indefinite
State of Kentucky G.0. 35.0 Indefinite

OTHER

Digitiaagddor FRASER'
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Footnotes — «15-
#--Included in table for first time.

1/ Includes corporate and other issues of §15 million and over; State and
local government issues of §0 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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-16- Exhibit K

et

_ Yields on New and Outstanding
Electric Power Bonds, Rated hAa and A 1/

e

Aa-rated offering yields | A-rated offering yields

Amount atove Anount above
Dace Actual Actual
. seasoned yields seasoned yields
(per cent) (basis pol:':nts) (per cent) (basis points)
1952-1960 - high 5.30 (12/8/59) &7 5.65 (9/18/59) 123
Low 2.93 (3/31/5L) -8 3.00 (3/17/5L) -15
1961 - Jan, 12 L.60 11
18 i4.55 7
25 i -2
Feb, 8 L. 60 -2
16 L. 65 5
16 L.b7 -13
Mar. 23 4.37 8 L.50 5
2l lo y 5
Apr, 13 .65 2 17
21 1.80 2/ 32
26 L. 80 L3
27 k.67 2
May 17 L.50 2/ 1 L.72 © 19
18 L.57 20
19 L.80 27
23 L.65 27
26 L.ok Lo
June 8 5.12 55
13 L.92 36
28 L.87 ln
July 13 L.93 29
26 L.65 14
Aug. 3 L.90 20

1/ Covers only 30-year first mortgage bonds, as reported in floody'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
similar quality for the same day. Average maturity for the seasoned issues
varies from 26 to 28 years,

2/ Provides for a 5-year period during wkich issue may not be called for refund-
ing at a lower coupon rate. Monthly averages so marked include one or more
issues with such a provision. Uther issues have no such provision.
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