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Table 6,

Table 5,

Canada:

Selected Government Security Yields

January 1963 - August 1964

(in per cent per annum)

Treasury Bills

3 mos.

3.94
3.19
3.78
3.54
3.74

3.80
3.90
3.53
3.58
3.59
2.58
3.55
3.60
3. 60
3.67
3.75
3.82
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June Jan, Sept. 1996-
1967-68 1975-78 March 1998
4.48 5.12 5.10
4,07 4,88 4,90
4,48 5.27 5.14
4,29 5.03 5.04
4,42 5.16 5.02

4. 43 5.17 5.01
4,56 5.25 5.04
4.31 5.19 5.08
4,30 5.18 "5.08
4,29 5.20 5.11
4,32 5.20 5.10
4.31 5.18 5.11
4.31 5.19 5.11

4, 38 5.20 5.11

4, 36 5.20 . 5.13
4,39 5.23 5.13
4,42 5.24 5.10

Municipal, Provincial, and Private Bond Yields:

Dates
1963
Jan. 2
June 12
Sept. 11
Oct, 16
Dec. 31
1964
Jan. 8
March 5
June 10
17
24
. July 1
8
i5
22
29
5
13
10
Provincials
10
Municipals
10
Public Utilities
10
Industrials
40
Average

May-July 1964

(in per cent per annum)

May

5.53

5.68

5..54

5.47

5.55

' Source: McLecd, Young, Weir & Co.

June

5.53
5. 69
5.53
5.51

5.56

5.51

5.54

5.59




For Canadian borrowers, the trend of interest rates in t-he Unit‘ecif .

;Sta&es,aﬁd Canadian markets, as measured by yields on comparable Canadian
’fseCHrities, was mixed during the period under review. The differential

‘narrowed about 10 bascis points for Government of Canada and Province of

Ontario bonds in the two markets; on the other hand, the differential

on a Quebec Hydro issue widened about 10 basis points because of a higher

yield in Canada, (See Table 7.) Yields on bonds of Toronto Metro were

stable in Canada but eased slightly in the United States.

Table 7. Yields on Selected Canadian Securities
in Canadian and U.S. Markets May-July 1964

May June
7 21 4

Government of Canada
Canada (1975) .25
United States (1974) .55
Differential . 70

Province of Ontario
Canada (1981) .45
United States (1984) .49
Differential .86

Quebec Hydro
Canada (1982) .63 5.63
United States (1984) .70  4.70
Differential .93 +.93

Toronto Metro
Canada (1982) 5.59 5.59
United States® (1979) 4,58 4,58
Differential +1.01 +1.01

Source: Nesbitt, Thompson & Co. Ltd.

Fiscal cutturn also moderately anti-inflationary

Government receipts outpaced expenditures during the second quarter,

and the budget registereéd a surplus for each of the three months. The cumulati.;

surplus from April to June 1964 was $350 million compared with $20 million one

year ago., (See Table 8.)




 According to press reports, Canadian authorities are now,shefply'
: féviein5 downward the estimated budget def1c1t for fiscal 1964—65 (endlng
March 3]), as a result of these unexpected surpluses. These galnsateﬁiect
large iricreases in personal and corporate income tax revenues sfimulaﬁed3by
‘the current expansion. To be sure, the outtcome from July to DecemberLSﬁould
show the usual seasonal deficit; but some officials seem to be hopefuifthat
the revenue inflow of the first quarter (1965) may be sufficient to pfdduce
a near balanced (or most optimistically a balanced) budget for the 1964-65
fiscal year. Such a result would mean that a seven-year cycle of heavy
deficits in the national budget (beginning in 1956-57) would be at least
temporarily broken.

Foreign exchange market relatively quiet

The foreign-exchange market was relatively quiet in June and July;
the spot rate fluctuated narrowly — ~oui. - par: and the covered arbitrage in-

centive continued to favor Montreal. (See Table 9.)



Table 9. Canadian-U.S. Arbitrage and Spot Canadian Dollar:

D -

Selected Date S.

March 12
19
April 23
May 23
June 4
25
July 30
August b
13
20

March-August 1964

Arbitrage
, Treasury Bills
Cdn. U.S. ’ Fwd,
Bill Bill Cdn.
N.Y. N.Y. Spread dollar
3.75 3.53 +,22 -.04
3.73 3.53 +. 20 +, 04
3.58 3.44 +. 14 +.10
3.54 3.46 +.08 +. 14
3.46 3.46 .00 +. 20
3.50 3. 45 +.05 +.33
3.56 3.45 +. 11 +. 14
3.63 3.47 +.16 -.07
3.71 3.49 +,22 -.28
3.75 3.48 +.27 -.27

Cdn.
Bill

diff'l

+.18
+. 24
+. 24
+, 22
+. 20
+.38
+.25
+.09
-.06

.00

SEot4Réte
(U.S, cents

92.59
92,57
92.51
92, 54
92.56
92.45
92,56
92,62
92,76
92.75

In the first week of August the spot rate moved above par and the

forward dollar was at a discount for the first time since March. During the

second week the Treasury Bill differential was no longer large enough to off- .

set the widening forward discount and the arbitrage incentive favored New York

for the first time this year.

made intermittently during these two weeks.

Bank of Canada purchases of spot U.S. dollars were

This sudden change in the relative positions of the spot and forward

Canadian dollar was attributed to grain dealers who forced U.S. banks to ful-

fill option contracts earlier than expected in connection with grain commitments

to Easteirrn Europe.

also conftributed to maintaining the spot rate above par.

Later, a flow of U.S. funds into Canadian finance paper






